
• 

• 
DIARY 

Book 192 

11.q 2S - ){ay 31, 19.39 

Regraded Unclassified



- A -
Book 

Agriculture 
Food St u p Plan: Rea ction of experillent io Rochester -

5/25/39 .. • . •. . · · •• • • · · · · · · · . . • . . . . . . . . . • . • . . . . . . . . • . • 192 
Appoiot:o~nta and Re signations 

Conforence; present: Et:.1Jr, llclleynoldo, Bell , and 
Urs. Klot z - 5/31/)9 . .•• • .••......... . . . . . .•.... . . . . • 

a) Gi bbons ' end Lochhead ' s r esignations discussed 
b ) Appoiot ment of Merle Coch r an ( to succeed 

Lochhead) and J oseph Cotton, J r ., discussed 
c) I nc reased dut ies for Luc ius •·i1merd lng, J r . , and 

Richar d S. Hawkey discuesed 
d) Hanes ' lack of supervision vver llw·eau of 

Internal Revenue d i ocuosed 
e ) Admirul r'eoples to be t r ansferred back t o Nevy 

Gaston , Herbert E. 1 To be Assis tan t Secretscy - 5/31/39 ... 

- B -

BankinG Lecislati~n 

!'age 

u .-A 

Rord.y (Brookings), ~oillia..s , Sto,;art, o.nd Viner to 
study for the Tr easury - 5rl/J?.. .. . ... . .. . ... . .. .. .. . . :!27 

Bror.n , Prentiss .J . (Sutat r , llictliGton) 
At Fnrle, Is su..._.estiou , a Jr tnl:.n to Br o·.m concerning 

gold devaluation bill - ~/~5/3? .. . . .. . . . . ... . . . .... . . . . . 3~ 
"Budget , Double" 

Duffield menorandwn: Bet•le t est i mony before Te,npor a ry 
Nat ional Econo11iC ComJ•lHtoe has stat•ted much agit etion 
1u1d has been reenforced by aone Nationul Resources 
Co~ittee studles on subj ect- 5/26/39 ·· · ····· · · · · ·· ···· 45 

Busineos Conditions 
Fhcal and oonetar;; Adv isor:; Bonri: Unli'1imi)US opinion 

thot ther e is little, if any , prospect for mar :,ed 
recovery durinJ next t~o year~- 5/~5/J9.. . . .. .. ... . . . . . 15 

Spending Prograa: 
Dufrield -•Or 8Jld=: ilerlf' test!Aony before Tp'I\_>Or &.ry 

National Eeono u c Cor... lttee has ~trrted cuch 
a..,i•etioo and ·~as been reenforced b' ~o:::e !lstionsl 
Resources Co"'- ittee stualc:; on "double bu·i,;et• -
5/26/39. .. ............... . ......... .. ...... . .. . . . . . ... 45 

Hans ~ernorandum on situation for week endin~ 5/27/3o. .. . . . ~15 

- c -

Canad i an Li q uor Cases 
Sokol (Harry) case : Congressman Thomas ngoin nsks for ell files 

i n connection wit h Eastern Conndllill Di stillery cases 
(compromised f or approxim&tely :3 million by Seegrac's, 
Hiram ual.'<er , Consolidat ed DistillerieE, et ceter•, io 
1935- 1936) - 5/Jl/39.......... .... ... .. ... .... .... . ... . ... 163 

Regraded Unclassified



<ld.Da 
Book Pap 

l'a:rbr ,(P. W. ) and liii.Jr diaaua trmaportation 
•lineerJ Parker raporta be bu contact.d 
laa&'n ~·· Coapan;r, ChicasoJ alao euggaats 
Dlaqaa (a-.1 Driaa P.) - S/tn/)9............ 192 

a ) liii.Jr d.iaauaea DJ.aque rltn General Craig •• 
99 

106 Cout Qgazocl 

c a •t progna or Ao~, S/26-29/39 ...... 
a) ~r'• eddreea- S/29/39 •••••• ••••••• ••••••• 

Coc:hra, B. Merle 
See Appoin~t. and Reaigpationa 

Co tlit;r Cred.it Corporation 
Foley -rand1111 concerning stock or Corporation 1n 

ooDDection 111 tn tranafsr to Department or 
Agriculture- S/27/39 •••••••••••• ••• ••••• ••••••• • 

Cotton 
See Spain 

Cotton, Joaepb, Jr. 
See Appoin~ta and ReaignatioiUI 

CHCboal.anld.a 
Foley reporta -up troa Serle (St.te llepartMnt): 

Meri.CCI D-Mae;r, Prague, reports Oe~ will 
attept to take crrer propert;y held in United States 
by CHell President nut • ekJ Fole;y ad'rlaes 
preparation, ror purposes of d11cusaion and stuey-, of 
I'Dm't nt to Ex.cutive Order for foreie:n axchanee 
control, to provide regulations for prevention of 
tranater -without licensee - S/26/39 ••••••••• 

a ) DJ.ecuaeion at 9r30 meeting; HWr wants Hull's 
lig)Uture to an7 proSllgated regulations -
S/31/39••·••••••••• •• ••••••• •••• ••••• •• •·•••• 

ll&lllt !or IDternational Sattl-w-Bank ot England­
CHCil gold .:ltuation as discualMid by Sillon in House 
o! e-r-r Further report by Buttenrortn - 5/26/39 •• 

- F-

Farlq, J-• A. 

S6 
142 

124 

68 

74 

Coacratull.tee HUJr on outcome or tax revision "fight• -S/31/39................................ ............ 2S8 
1'1 nervrlng, Gonon:.mt 

!'- Ollnera Loan Corporationr 
BII.Jr and Bell conrer 111 tb Sproul - S/25/39 ••••••••• 

a) •Approxaatal;r 665 u ... Oomers LoCI Corporation 
borda haft - in•; liii.Jr euggeste iesuiJig $100 
llill1on to Postal SaTinga 

Regraded Unclassified
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- F - (Continued 
3ook 

Financing, GoverMCnt (Continued) 
Public Debt Limitation: Statement of H!.!Jr before 

Senate Fi04nce Co~nitteo - 5/26/)9.. .......... 192 
6(l.5/39: 

Cash position estimates: Contemplatod balancos 
at end of each 1110nth, l.la.y throuGh Dcce::lber 19J9, 
provided ::coles for use of Executive Com:llitt ee 
of ?ederal Open Uarket Coaoitteo in connection 
Tli th discussions of June Treasury financi.n3 -
5/Z'l/39 • ...•. • •..••.....••.... . ..... .. . .. ..•.... 

Haas llle!.'lOI'andum: "Pros and cons of prof? sal to 
reduce Treasury bill offerings f rom vl OO million 
a week to ~50 million a week and raise ~500 
million in now money throu:J)\ a fi vo-year note 
issue11 - 5/27/39 •......•.......... . ............• 

Haas memor:mduzn: 11Settin:;: for the June financing" -
5/27/J9 . . . ................................... . .. . 

Raas oernoro.ndum: " Insurance comm~nx operations in 
3overn:nonts duri~ l9J8" - 5(29/)9 ............. . 

Open Uarket Cocnittee meeting llith :.'rell3\ll"y - 5/Jl /J9 
Food stup Plan 

React ion of experiaent in Rochester- 5/25/J9 •.•...•••• 
- G -

Gaston, Herbert ::: . 
See Appoint ments and Resignations 

UorJlally 
See also liar Conditions 

For discussion of Czechosl ovokio.n pro~rty held in 
United Stetos, sec Czechoslovakis 

J ibbons, Stephen 3 , 
See Appoint::aents and :lesienations 

Jold 
See ~zechoslovakia 

:lreat 3ri tain 
See ~evenuo :levision 

HAnes, Jo.'ul W. 

- ll -

Lack of supervision over 3ureau of Internal Reverr~e 
discus:;ed at conference; ,Present: :-I!!Jr , ~:clle:ynolds, 
.3ell, aOO 'lrs . Klotz - 5/31/39. • • • • • • • • • • • • • · · • • · • • 

!!nrris, Basil 
Doctor of Lawu to be given Harris at Ooorgotann 

University; rosumd of career - 5/29/)9 •• •• •• • •• • ••• 
HaWkey, Richard s. 

See Appointments and Rosienationo 
Home Owners Loan Corporation 

Sec Financin~, Government 

Page 

57 

91 

96 

llJ,l2S 

lJ? 
2&:J 

41.- A 

205 
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- I-

:rn.u-.cl ~ .. Loans 1ct o! 1939 (Meed bill) 
7ole,r ...or~nda - S/31/39•••••••••• ••••••••••••••••• 192 

Imeat.ipt1ona, 'freaaLr7 Pereoonel 
llewton, J. Ifill• (Intern~ ReveDue Apnt -

l:luYUJ.e, Virgin1&) t 
limes reporta to HIIJr aeri~ charpsJ investigation 

propoaed- S/26/39 •••••••••••••••••••••••••••••••• 
lt&lT 

See War Conditiona 

- L -

Liquor 
See Canadian Liquor Caae11 Sokol (Harey) cue 

Loebbead, Archie 
See Appotntclents and Resignations 

-It-

ll1lk 
See Surplus COIIIIIIOd1 ties 

- N -

Newton, J. llills (Inter~ R.vonue !sent - Danville, Virginia) 
See Invest1gat1ona, Treasury Personnel 

-0-

- p -

Peopl.ul c. J. (Adad.r~) 
See ppointments and Resignations 

Publio Debt Limitation 
See P'1nano1ng1 Government 

- R -

Renou Rerlllion 
lxcerpta !rota preaa conference coocerning proareas -

S/25/)9 •••••••••••••••••••••••••••••••••••••••••••• 

167,169 

• 

Regraded Unclassified
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- n - (Continued) 

ReYeoue Rerision - (Continued) 
Book 

Blougl1 -rllldua o! conference 1n RWr• a oftice at 
which all 1'->cratic ..bers of Subc:~ttee on 
Internal Reveaue Taxation on Hou.ae 1J~ and Ileana 
C~ttee, aa wall aa Oaaton and Bl.ougj:l, were 
present.- S/25/39................ ........... ..... 192 

a) l:ll&Jr reads his ... a~t and announoea Fill 
baa approved flft'r7 word o! 1 t 

Actual tax atatement JUde ~ l:ll&Jr before Coanittee 
on W~ and Ueans - 5/27/39• ••• ••••••• ••••••••••• 

Great Britain: Bl ough -randwn 1n answer to Fill's 
request providing (1) average per oapita t.ax per 
annum 1n Great BritainJ (2) average per capita t.ax 
per 8lli1UIIl (federal, stata, ond IIIWlicipal) 1n United 
Statas; (.3) baa Great Britain's raarmamant prograa 
been paid for b;y ( a) 1ncreaaed taxes, or (b} borrowing? -
5/26/39 •• •• ••••••••• ••• • •• • •••• • •••••••••••• •••• •• • •• • 

Roosevelt, James 
See Tax Evasion: llovie Cases (Schenck, Joseph) 

- s-

Secret Service 
Chief Wilson memorandum concerning conference with 

Colonol Werner of New York Stata Police regarding 
permanent detail. of three men to covor Roosevelt 
resident at Hyde Park- 5/31/39 ••• •• • ••••• •• • •• • • 

Sokol (Harry) case 
See Canadian Liquor Caaea 

Spain 
Van Zeeland project for i.Rtarnational loan for Spanish 

0oVO%'Illllmtl Buttarwortb reports oo conversation ld. tb 
Sir Frederick Pbillips - S/25/)9 •••• ~ • ••••• • •••••••• 

Van Zeeland talls Bullitt ·decision 9n Spanish llissioo 
not ,et reached- S/25/39 ••••• •••• ••••••••••• ••• •••• 

l:ll&Jr talls Pierson (Export.-IIIport Bank) be will oppose 
loan to present Speniah OovernMnt aa long aa tbe;y 
are su.1n& United States Treasury - 5/25/)9 •••••••••• 

Lochhead IIW!IDOrandw:l on -ting o! trustees, Export­
IIIport Bank, to discuss extension of credits to 
Spain to tinance axport of cotton - 5/26/)9 ••• : ••••• 

a) Lochhead reiterates Treasury disapproval until 
withdrawal of suits 

Spending Program 
See Business Conditions 

Stabilisation 
.t.t Farlers suggestion, HWJr talks to Brown (Senator, 

llicbigm) concerning gold cWraluation b1ll - 5/25/)9 

21 

255 

l 

85 

42 

5') 

)2 
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0 

0 

- S - (Contlmed) 

Stat-ta b71111Jr 
Tax .ta~t to be JUde before Ca..1ttee ou Wa.ya 

mel JleaDIII 
HIIJr reada at&~ at conterence at whicb are 

preaent ell n->crat.ic nmbera ot Subccwdttee 
on Intemal Rennue Taxat.ion ot Wa.ya mel W..U. 
eo-ittee, u wall u Guton and Blougll, and 
announcea FDR baa apprOYed flftl7 110rd ot 1 t -
S/25/39····••••••••••••••••••••••••••••••••••• 192 
~ atate•nt preaented to c-.s.tt .. - S/Z'I/39 

a) Congratulatory 11111aaapa trora 9wope, B7rd, 
etcetera •• • •••••••• • ••••••••••••••••• ••••••• 

Before Senate Finance ec.d.ttee, on public debt 
11m1tat1on - 5/26/39••••• •••• ••• ••••••• •• ••••••••• 

At Cout Guard Acet!-v c~aMnt a:erciaea -
S/29/39 •••••••••••••••• •••• ••• ••• •• •• ••• •••••••••• 

Surplua Co.-xlit.iea 
Cotton• See Spain 
!111llt, Conaumpt.ion and D1atribut1on ott ConferenceJ 

preaentt !DIJr , 'ii'ellace, Parran, Hue, Black, and 
O~ts - 5/31/39·•••• •• ••••••• •••• •••••••••••••• 

a) l!emorandura shonng statu ranked in order ot 
fiuid milk produced i .n 1937, •••• , • •• . , •••.. • . 

Fos.?2~39~ . ::~~-~~:~:~~-~: .~~:~~~~ .:~ .~~~~~~: .~ 

Tax Evaaion 
Wovie Caaes • 

Schenck, Joaejil• 

- T -

Jamea Roosevelt again contact s H&ne&J IDIJr dictate• 
lett er t or i:!anoa aay1ng he is not at liberty to 
4iscuss tllese cases- 5/25/)9 •••••••••••••••••••• 

a) Roosevelt answer - S/29/39•••••••••••• •••••• 
Conference; present: !DIJr, Hanes, llcReynolds, Graves, 

Oaaton, ilenchel, and Irey - 5/31/39 ••• •• ••••• ••• .•• 
Taxation 

See Revenue Revision 

- u -

U~O)'IIl&nt Rellet 
Works Progreaa ,\dm! n1 strati on a Loniean -randura 

rec()MM!ld1ng 
a) t.hat ell rellet a.ppoint.nta be ~VedJ 
b) preference be given to - and - oYer 

rorty-r1Ye- S/Jl/)9 • ••••••• ••••• •••••••• ••••••• 
Pood st.Ap Plan: Reaction~ exper:t.ent 1n Rochester -

S/25/39·········· · ··················· ············ ···· 
-V-

21. 
9s-A 

175,193 

57 

1.42 

JO 
174 

196 

2ll 
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'l"ar CollditlCID8 
OvluD-J:tel'., Bccmoec c-s.t.tee -~· in Berlin 

nport.ed on b7 Mericen Bllbaa.,- - 5/ii:S/)9 .......•• 
Wbeat 

.Jonea (.rene) letter and Hau -rllldaa OOIICell'Dinc 
ad'f1uM 1 1t.7 ot ael 11 ng in Tin ot 1fq llqll88U -
S/31/39••••••••••••••••••••••••••••••••••••••••••• 

W11Mrd1ng, Luoi\!.8 1 .Jr. 
See Appointments and Ree1gnationa 

Worke Progreee lda1 n1 et.rat.1on 
See Unemployment Rel1et 

Book Pap 

192 134 

Regraded Unclassified



EC. 

Secrttary or StatE, 

'1rsh1ngton . 

740, Hay 25, 6 p. m. 

ORAY 

Lonuon 

Dattd M~y 2~1939 ..... -Rtc ld 2:25p. m. 

:>'JR T:lEASUllY FROM JU'l'TERWOR'm . . 
Ont. In t~e course ot a conversation with Sir 

Prtderick Phillips ht aoked about tht ticker r eport 

f rom Paris Ylh1c;,h statts that van Zeeland lunchEd at 

the American Entbassy in Paris and continues "it is 

understood that: JA , Van ZEEland' s proj ect tor an in­

t ernational l oan tor tht Spanish Govtrnm£nt will not 

be discussed a3 it i s stated herE that thE Washington 

Government ' s policy regarding Spain is to providE 

goods on an t aay payment basis but to advancE no 

capital. But on t h r: other hand !.! , Van Zeeland may 

place bttort 1:ht American diplomats his ideas for thE 

calling of a •forld economic confErEnce late this year 

or early in 1~40 . It is unders tood tbat President 

Roosevelt 11ould favor such a contcrtnct . " 

I stat ed I kn~ nothing ot tht matter. Phillips 

cxprcaeed ~·prist that Van Zttland should bt considcr­

lns an:r such projEct attn tht failurE ot his last 

tcon01111o 

1 

Regraded Unclassified



- 2- 1/'1401 llay 25, 6 p . m. trom London 

tconomic appEasonEnt Endeavors and addEd that tor his 

pnrt hE did not f ££1 that tht timE was propitious tor 

any suoll movE . 

In commEnting on tht British outlook, Phillips 

said that thE British TrEnaury ' s information indicnttd 

that thE reduction of untmploymcnt was continuing un­

chECkEd and would of coursE bt turthEr stimuJ.atEd whEn 

2 

consumption \IllS put into EffEct . Prict:l t.o.vt rEmainEd 

rtaconably stEady. LikewisE wagt o havE not gonE up 

except for thE recent slight incrtas t in thE rates paid 

to skilled En3inttring labor . Phillips said that it 

was too early to prognosticate on thE revenuE rEturns 

but hE fElt that British industry wns gEtting back to 

thE position it was in DOlliE tittun months ago and 

thEreforE hE was hopEful or buoyant rEvEnuE yitld8. 

HE went on to comment on thE dold lossEs ot rE­

cEnt months and characterized the drain as modEratE in 

thE circumstancEs but very stcndy. But hE addEd that 

thE movement ot funds to FrancE and morE recEntly to 

Belgium waa or course a natural and desirablE condition. 

IncidEntally Phillips sEEmEd anxious to kno~t what 

Nash had bEEn doing ·in Washington and hE also askEd who 

was cOIJlinG trom thE UnitEd Stntu tor thE tinancE 

committEE m£Eting 0 ( ;,._,~~ ~~--~ ~~-·~-r:-i JA'-'~-~-/1r.o. 

.. 

Regraded Unclassified



- 3- i/'740, Ua.y 25, 6 p . m. from London 

TT1o . ThE cxoha.ngt mo.rkEt was very quiEt on thE 

appronch of thE Whitsun holiday whEn thE EXChangE will 

bE closEd from Saturday noon until TuEsday morning. 

ThE S:lnk of FrancE r1as again sElling francs at 1'16. '73 

and buying dollars at 3'7, '74 3/4, a fair amount of this 

buointss ha.vins taken place . The British fund wa.s not 

opEratinG today in thE spot dollar market but continuEd 

to offer thrEE months dollars a.t ~ '7/16 premium wi~bout 
much business . 89 bars of gold \1Ert sold !lt the fixing, 

25 of which \1ErE married. Scunucl blontttgn was ag!lin thE 

bUyEl' a.nd \'laS pl'O- rO.tEd a.t 50% of requirements o ThE 

B!lnk of Ensl a.nd is beliEVEd to ha.vt given some thing 

bEtWEEn 20 a.nd 50 ba.rs , 

KENNEDY 

CSB 

3 

.. 

Regraded Unclassified



JllOih 

!lUI:: 

.o., 

A8er10&A III!Maoy, Par to, J'raaoo 

May 26, 1938, 6 P••• 

1010 

rat Till: !RJ:AStltT DRAil!IID!. 

More aoU'Io oxob&JicO •arkn iood.ay in Pub. A •oderat e 

aaoUDio of dollara wu bOQ&It.1; by 1oho OUy Ba.Dit for 1;ho fUD4 • 

.Alaoo1; no Oilan8e in iohe )»elp, olip1; iapro.,•cio in 1;he 

florin, ud a lUiole grCIIIJid wao loo1; by iohe lhrtoe franc. 

J'ir• undor1;one for 1;he eeourUy ..:rkn. A rtoe of abou1; 

50 oonioi•eo i n renioeo, ud fro• one ioo two peroen1; in 'l&riouo 

rOYenue oeourUieo. 

!he o1oU•en1; of iohe Bank of J'ranoo for Jl&y 18 which 

oaae ou1; iood.ay ahowo 1;ha1; oo-eroi&l ad.'lanooo deoroaeo4 

21:5 ,000,000; iohore -.. a dooroaoo of 1,813 ailUOilo ill 

note o1roula1oioa. !hero wao an 1noreaoo of 1,738 •1lliono 

ill diiJ)Ooih. ll&iooo of gold roolll"To ~.14 'lerna ~.lt. 

'rho J'rcc* financial prooo ri'J)Orh iohat tho reooaio 

o-roi&l uranc•cio -de betwec Plan4 and rruoo hao 

tho pr0'11o10D f or an u.odido oxobanco of aorohalldioe 'b.­

tween tho 1;wo oountrioo of a 'laluo of 1500,000,000 franco 

for Mob , which 1;ho o1;a1;o olQ)orio oredit oyot• 1o to f1D&DCo. 

Aut-biloo 8114 olootrio&l oappUoo will bo doU'Iero4 by 

J'ranoo for tho •oot put, and raw -ter1&1, aatnly coal, 

will 'bo 4eli'IOro4 by Polaa4. 
BULLift. 

J:A: Lft 

Regraded Unclassified



..- .... - • .u•, u. 

~ •· S.....'-'1, !:U.,:•Rhawt ,.,....., 
wl ttl Mro DcNptOII Ul4 •• Po 

A, !11~ 

Q. Conoll'llliiiC .._,, Wu &19' .. ._ eet fop 
t M M£lnn111c of tbl tu UUliiiCI, Ban JMI bela 
lnntl4 upt 

A, l o, bllt I ou wpon tbat IIOPI Pi"CC8rill 
llu """-.41 ln tU lu' OCNPle of 4&11 ~ "-" 
llu blln ln the la•• -.11 of Matbeo 

Q, la .mat dlPIIUon, • · S....t&J7! 

A. fowar«e a IOluUon. 

~ Wbat1 I PIIPCiftllbll fOP tbl }l-1 .. Pill, Mr. 
leowt&J7t 

A. Good wlll all U'OIIII4o 

~ Doll J bll PJ'OII'III I 2 - 1MlY1Jis of 
thl W1411V11Nted o-I'Otltl tat 

A. t ll'i7a ttaat• • a• far u I oaa P• 

~ ..-, tU7 plng •o blelA UUlJI«I llllrt ftlk! 

A. that' 1 up to • , •• 

~ ... tbat ·- 11Me•tuUIIIC! Gut JCIU tell 
............ th1Jic apt 10 .. ,.... ... , 

A. JCN wlU b&ft to ret tbat r.c. atwt • 

'"-"'-· 
~ hll, for ~. wtt~~ou• MJliiiC lt 

- ,._ .... ~ ......... 1 .. u ... ...S...too4 
M&Plngl wl1l ~ , , , , 

A. lo, I oaa1t 'bll&llll I don't Uowo 

~ Look1 Ultl U wlU M aftlao tbe lloU&17 • 

.. I dOll' t Jtaow, I aa 110' 1t&llllll• I Jut 
4ea1 t Jllio., • 

5 
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-a-

Q. AH u. .. arq llartt.r Whl te llol&eo ... ,.,.. 
ono .. oa \M tu •"er eolw4u1e4t 

A. Jot tbat J bow ot. 

Q. Doee that -· Mr. Seefttal7, u. ,._, 
\bat there ... no Whlw IIOuH oonr-ooo oo,..,..le4 
oo ta:r •• 7011 ~~ dooo 'bat MUI ae o~ tod~ tbo 
thifta u Ht to c• 

A. Toe. 

Q. Xw dleouHM prooe4IU'O f or •·~» bNJolllc• 
, .... J'dal, 

A. As&1n, 701& paUo•a ... ftP)' 8UOOONtlalo 

I wu lot)., wUh tho llllderotand1118 U •• •""'ani to • 
!laft Men oonfldolntlal ••'liW• low .,.ldola'll' \M7 
doa' t tblak eo, 'bllt I tb1U I bad bo"ol' oUok to ., ,. .. ,. ' 

Q. Can 701& toll • \blot AN 7011 golag 'o 
appoa:r flrot for \M boaeu17t 

A. AlftJO baft. 

Q. AD4 thea •· lanoot 

.. ..11, an. J ..u .., appo-, .... lluH 
wlU do J•t wbat .... lllls111 414. le wUl bo 1a o!lup. 
J baft a1wro ..- ., ~ ...... u4 tlln u. OtldoP­
..... tal7 bu taltea ~ tbe Job of ...,u., lt, lid 
tM lata: a'netol')' -a. wUb J'OIPHt h O.cnp: Wubl_._, 
Alo..U•IIulltoa, ,._ t!lat 4owll to date, w11l be_.. 
- -· but tbn u wU1 be bu41e4 Ju• 'be .., lllc111 
d4. Jt w1U be 4- tt. ..- _,*' 

Q. Jot •Uill'llf •• au to bo .. uouo, liP. loe-
rot&l')', but beU. fti'J oonwo, tho .. ._,_, tbat .. 
III"M to J••••l'dar eoavt.llllto •o reeoorel')'t 

A. ftM anowo• le dol t1a1 tell' 1•• . 
• • • • 

..... 
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Present: 

llr. Ha..nu 
llr. Gaston 

Kay 25, 19:59 

10:45 am 

111r. llcReynolde 
l!r. Blough 
llra. l:lotr. 

~Jr: 'lbat I -• going to euggeat , John, that 
you and bert and Roy Blough go i n your rooa and atart 
th1a thing going , getting t he th1ng in shape t he -Y the 
President aaid it. 

You see, the maiD thing on this thihg is he dose 
not want us to raiae suggestions on how to get add1t1onal 
money and the only thing he did not object to before was 
that corporation income tax rate should be increased. 

~u: He aa1d thia: provided you pay the 
amount 8 d not be ahitted from one group to another. 

~~ Then we leave out those other euggeatione 
f or increased revenue. Then the last part, wh1oh I 
think is eo s trong, 1n connection with all these mattera 
where I go into thia whole business, he did not make a 
change. And t he only other thing that he said waa he 
knocked out Herbert ' s pet, the double taxation. He aa1d it 
1an1 t up th1a year. And on the und1etributed profita thing, 
he wanta ue t o aay t here were two purpose• instead of one. 
And he wants ua to fight tor two years, inatead of three, 
on carry-over loaaea. That1 e the whole thing. 

Ilea, 1f you will tell t h1e to Bell: the Preaidant 
wants ue to get in touoh with Henry Wallace and the Di­
rector of the Budget preparing hi• a veto .aesage on the 
Agricultural B1ll and lW aa1d be wanted to get it t o Wallace 
today, eo I thought Bell could carry that ball. You will 
have to get in touch with Wallace and Smith. 

• 
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~· Hanu; I ban eoM oommente on what be eald 
to inolu e in that ieto aeeeage. 

~.Jr: !'he other thing that I want to do ie I 
want to little canny. I want to do ever,rth1nc 
po .. ible in order to get up there Saturday morning. Of 
course, it baa changed a l1ttle bit, I can't go l'rida)<. 
It'e too quick, but I could go SaturdaJ, We get the 
papere Saturday a .fterno011 and Bun~ and the ed1tor1ale 
Kond&l' and tbe President in lb-de Parlt won 1 t eee tbe preee 
until Monda7 and he doee have a preee conference PridaT, 
eo if I went up Prid&l' he would eee them l'rida7 and I don' t 
ltnow 1t he wUl be in ae good huaor at , • • • 

Mr. Gatton; Preee conference on Frid&T ie in the 
morning. 

\D'·ir: I want to play fair with theee fellowe and 
wh)' don t call Old Man Doughten and eay that we are in 
agreement and will he do everything pouible to get me up 
tpre Saturday. 

Mr• KqR: I would do it right away . 

IDI.Jr; I want to tell h1a th1t: -- U . rill be 
on the ticker -- I did not put it Juet t~e ~ yo. did; 
they aelted • whether th1e plan you are in agreeaent on 
doee U contribute to recovery and I ea1d poeit1nly r••· 
I tb1nlt rou (Hanu) will like wbat I ea1d, We will eee 
in a minute. 

Now, what do you gentlemen th1nlt1 Should we alec 
talk to MaoCoraaolt , or wlll that get baoltt 

!r. !!f!!u: Let'• eee how we get along with Doughten. 
Maybe we won t have to talk with MaoCoraaolt. 

Mr. aaeton: I don't eee &OJ reaeon to tallt to 
MaoCormaolt. 

~: !'be onlJ thing ie MaoCoraaok ie eo !teen on 
t~1e thii!Cthat 1f be ltnew that we were 1n agreement , ha 
would J)Ueh to get ae up tbere Saturday. 

9 
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Kr• ~: It you don't want to offend Dougbton 
or Cooper , don't you let ae oall John (laoCoraaolt)T 
Be'• one of mr buddiee. Let .. oall h1a, entirely in­
formally. I will oall h1a after a kb1le. Be nntt a 
guy appointed and I oan tell h1a tMre 11 agree~~ent on 
a nry tathfaotor:r plan w1 thout telling h1a anything 
about 1t and 1t .ee• 111portant to you that arrangemente 
be made tor you to be up there 8atlll'dq. I aa Juet g1Y-
ing bia th11 information tor hit 1ntor~~at1on eo be oan 
be helpful '!ben the queet1on it ra1ted. I th1Dk you oen 
depend on h1a that R7 and 1t that oaae baok to Doughtcn 
or Cooper •• . • 

Xr• Gatton: I th1llk that1 t all right. 

Xr• !loR: , • • • • they would not ban 8117 complaint 
againt t you, 

IDI,Jr: I th1nlt that ' e all right. But, you. eee, 
the point ie that there ie a militant group that doee not 

!0 

want thit to happen and before they oan get to the Preei- ' 
dent and baYe him change hie aind ,again, I want to go ~ 
there and epill th1e thing. 

Kr. !loR: I ehould aay aol 

HM.Jr: He changed troa Friday to llonda:r. 

llr. MgR: I will oall Joho. 

llll.Jr: I don't tMDk the Pruident apolled rq 
atate•nt moh. 

Mr· Hanea: Ro, I don't think be did. I like 
leaYing out these reoo..,ndatione, at a aatter of faot. 
Lea•e it to the Congreee. 

HJI.g: (Reading t1oker report of h11 pren con-
terence, ob toll owe th11 PAC•· I 
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SECRETARY "ORCtNTKAU SAID TODAY TKAT CONCR£S~ONAL LEADERS AND H£ 

HAVE A'REED ON A TAX PROCRA" THAT • DtfiNITtLY- WILL CONTRIBUTE TO 

RECOVERY. 

5/25--R10415A 

• 
THE SECRETARY, WHO "ET YESTERDAY WITH CHAIR"AN DOU,HTON or THE 

WAYS A~ "tANS CO"KITT££ AND REP. JERE COOPER, RANKING DE~CRAT ON 

COMMITTE£, TOLD REPORTERS THAT "OR£ PR09R£SS TOWARD A SOLUTION Or TAX 

PROBLEMS HAS BEEN "AD£ WITKIN TK£ LAST fEW DAYS TKAN IN TH£ PREVIOUS 

SEVERAL "ONTKS. 

•WKAT REASON CAN YOU ASCRIBE THAT TOT• K£ WAS ASKED. 

"TH£ ANSWER IS,• H£ REPLIED, • THAT TK£R£ IS GOOD VILL ALL 
• 

AROUND. • 

5/2~--R l O~lA 
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ADD MORQENTMAU 

~SECRETARY 
I 

SAil HE Ill NOT EXPECT AKf FURTHER CONFERENCES 

12 

TO BE HELD AT TN£ WHITE MOUSE . I 
•DOES THAT MEAN THAT YOU ARE «EADY .TO CO WITH TAXEST" K£ WAS ASKED . 

•YES. • 

• DOES TN£ StTUP ACR££1 TO YESTtRDAY CONTRIBUTE TO RECOVtRYf• 

•TK£ ANSWER IS DEFINITELY YES. • 

MORCtNTKAU SAil THAT IN THE COMMITTEE KEARINCS, H£ WOULI APPEAR 

fiRST, AND TKEN UNDERSECRETARY MANES WOULD TAKE CMARC£ or THE PRE§ENTA-
• 

TION. 

MORG£NTMAU WOULD NOT DISCUSS THE DETAILS OF TK£ PROCRAH. 

5/25--RII02A 
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HM.Jr: What I would auggeat you do , Herbert, 
would you ~11 up Sten Early and eay I did not say 
I had been to the White Houae because I did not know 
whether they wanted me to, but we could still ~d i t. 

Yr. aaston: I think I would let it ride. 

HM 0Jr: I don ' t feel comfortable about i t. I 
am going to aek Steve IIG'aelf. 

13 

(Called Yr. Zarly, but he wae at preae conference 
and could not be reached, ) 

Yr. Gaston: 'l'here' a only one thing they say - ­
you and Congressional leadera have agreed o n a program. 
That ' a not what you told them. 

KK,Jr: I did not aay agreement between congression­
al leaders and myself . 

I think, Herbert, you had better take a transcript 
of my press confaranca and go over and see Steve Early. 

oOo- oOo 
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1. It ie alaost the unanimous opinion a.ong ~n­
istrati on ottio1ale and technicians in Washington who are 
on, or ar e ooqperat ing w1 th the r11oal and llonetarr A4-
v1Borr Boerd, tha t there 18 little it anr prospect tor 
marked reooverr during the next two r ears . 

2. Ther alao reoognir.e the poesib111t7 ot a down­
turn in buaineaa activitr betore t he end ot 1940. 

J. With a moderate i mpr ovement in business the un­
emplor•nt situation will not be subst ant ially dllterent 
trom what it is now. With no improvement i n business the 
nuaber ot unemployed will i ncrease because ot the annual 
accreti on to the labor supply ot 110re than halt a1lllon a 
7ear, a nd because ot continued technological change. 

4. Even under tavorable oirouastanoes an improve­
men t i n business could, in the tira t place, be only .od­
erate and, i n the second place, could not be continued 
long enough t o sustain an $SO billi on income . The inab1lit7 
ot our eoonom7 to maintain even the modest obJective ot 
~80 billion la due t o the exis tence ot certain tunda.ental 
maladJustments which have been developi ng. It is more and 
more apparent tha t a protound change i n our eoonomr hae 
taken. place s lnoe the 20 1 a. We have t or t he tiret sus­
t ained period in our h1stor7 a volume ot savings which at 
a high level ot nat i onal income i s oonei derabl7 in excess 
ot the protitable outlets tor such savings. 

5· 8oH ot the basic changes which are partl7 re­
sponsible t or the lower level ot business aotiv1tr during 
t he JO'e are as t o llows: 

(a) Certain large industries experienced the 
maJor portion ot their expansion during the 20 ' s. 
'fhese have now reached a degree ot •turUy which 
elia1natss thea as potential outlets t or large 
aaounte ot new savings. Though we expeot a con­
tinued growth ot most ot these industries the rate 
ot 8XP&ns1on and the absolute volu• ot new savings 
tbe7 will absorb will be muob leal than 1t was in 
the 20 ' e. 

(b) Ba sio dittioulties in certain important 
industries which tor speoial r eaeons do not provide 
nearl7 so iapor tant an outlet t or oapital ae the7 
did in prior decades. 

" 

\ 

.. 
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(o) !he rate or population inoreaae bae been 
out in halt ae oo~red with the 201 a. 

(d) The •irtual cessation or foreign 1nvaetaent 
which in the 20 's accounted for r oughly trom one halt 
billion to a billion dollars a year. 

(e) State and local bodies instead ot providing 
an outlet tor savings ot nearly a billion dollars a 
year in the 20 1 e have actually in r ecent years added 
t o t he current volume ot savings through a net reduc­
tion in outstanding indabtednaaa. 

( t) Sharply curtailed expandi ture on non-proti t 
priYate building, i.e., churchee, oluba, uniTersitiea, 
eto. I n the 20's tbe se a ccounted tor trom a halt 
bill ion t o a billion dollars a year and they now are 
leu than 200 aillion. 

(g) The slaok created by t he oYer-production ot 
commercial buildings wh1ab t ook place in the late 20's 
will not be taken up tor ee•aral years at least. 

(h) The trend ot technological change over much 
ot industry in the direction or reduced a.mount ot 
capital in•estment r equired par unit or output. 

(i) The tax etruo t ure now deriTas a greater pro­
porti on ot its total re•enue trom taxes that curtail 
coneumption than was true in the 20 •e. This baa oc­
curred in the State and looal gonrnment as well a e 
in the rederal tax structure. 

(J) !he serious reduction ot oertain f oreign 
markets t or i .mportant export orope, e .g. , cotton, 
wheat, t obacco and hog produota. The ourtailaent 
ot these markets ia not due t o temporary taotors. 

6. The situation is turther aggra•ated by the taot 
that t hose Who have or oontrol the na tion's saYings are 
definitely more timid i n undertaking bueineea risk •enturea. 
lloreoYer, the inoreaeing unoerta1nt;r, both economic, pol1t-
1oal and eoo1al, which has oharaoterited t he past decade 
has made people more oonserT&tive in expenditure on oon­
suaar goods and l11tewiee in the 1nnetment or their saY1nga. 

16 
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In addition, the tax burden baa inoraaeed ae oo~red 
with the 20' • • thus reducing t he net protita lett to the 
investor or buaineee entrepreneur that be can expend ae 
he wiebee. 

7. The experience ot the United Btatea ie not unique 
with regard to t he changed nature ot the eoono~. Tha 
advanced European countries have experienced the same con­
traction ot outlets tor their aa~nga. Some ot tbem, how­
ever, have temporarily solved t heir problema by a n.ew in­
dustry greater t han all t he new industries or t he paet 
period oolllbined, i .e., ar-n ta. In eome ot t hea, also, 
the problem haa been rendered leaa acute by tbe tact that 
their tax program has resulted in a diveraion ot a larger 
porti on ot potential sav1nge back into ccnauaption. 

IS. Aa a consequence ot tbe ae baaic changea we are 
taced with t he inevitabil ity ot a low national income 
unless either or both or the t ollow1ng happen: 

(a) The development ot autt1oient lnvestmen t 
outlets t o absorb t he aav1nge or a higb national 
income, and/ or 

(b) An i ncreased proporti on ot t he national 
income i s spent on oonaumere goode, thereby reducing 
the volume ot idle tunds and inoreaeing t he profitable 
outlets tor eavinge. 

9. Turning to t he iauDedia te a1 t ua tion there are 
numeroue indloationa that the proapeote t or aubstantially 
increaeed national income in 1939 and 1940 are not good. 

Tbare are only two elemente in t he picture which 
are bullieh: 

(a) Inventory reduction ~~ been proceeding 
tor some months and a ceesation or reversal ot tble 
trend would be a etiaulus to production. 

(b) Expenditure on ooneumere goode baa been 
maintained despite t he decl ine in buainaes activity. 
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on t he other aide or the picture are the tollowl.ng: 

(a) The upturn wbiob began in 19)8 reached 
ite peak in December and einoe that ti.e the leYel 
ot buaineee actiY1ty baa been downward. 

(b) No eign1t1oant inoreaee in the net contri­
bution to buying power b,y the rederal Oovernaen t 
under the existing prograa will occur t ble year 
and a reduction ie ant1oipated i n the fourth quarter. 

(o) There is little basi• t or t he expectation 
that our exporta 1n 19)9 and 1940 will exceed the 
19)8 leYel despite the inoreaeed a rm&8ent prograae 
abroad. 

(d) Housing aotiYitiee appe ar to baYe reached 
a plateau and there does not seem t o be any pros­
pect or a turther marked increase or boae construc­
tion. 

(e) No sub a tan t ial increase in railroad equi p­
ment buying oan be anticipated in t he balance or 
the ,year. 

(t) There 1e little prospect or an expansion 
in publio utilities. The present oapaoitJ or the 
industry i s adequate to meet the neede or the 
country even with a modera te increase i n the leYel 
or business activlty. 

(g) Despite the increase i n orders tor arma­
ments both do~~~e et1c and troll abroad, the heaYy in­
due tries are etill depreeeed. 

(h) '!'here is nothing in the prospect• or the 
agricultural situati on to juat1tJ the expectation 
that it will supply a stimulating 1ntlueDCe on 
bue1nen aot1Y1ty. 

(1) There 1s a further political r aotor, namelJ, 
t here will probably deYelop a strong tendency on 

the part or certain groupe t o forego the prospecte 
ot 1amed1ate protite b,y poetpon1ng any inYeetmente 
or plant expansion until atter the election. 

-

!8 

• 
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10. Enn it 1bere is a -.odsra te iDCrea .. ill bua1-
nees aoti 'f1 t7 next :rear the ulleaplo:r-nt situation wlll 
be eubstant1all7 the sa. in 1940 ae it i8 now. 

In 1937, 35 million persona were e~lo:red in non­
agrioultural pureuita. Today la se than 35 million are 
eo e8plo:red. During l94o •• shall be do ing well it •• 
again r each the volume ot employment ot 1937. 

Th e non-af icultural working popul a tion in l94o 
will be about million grea ter than in 19 37 total1Dg 
somewh ere between 33 and 35 million pereona. We ehould 
have t ully 3 allllon or 1a0re une~lo:red in l 94o (coa­
pa red nt h leee than 2 alllion in 1929) . 

In addition to thia une~lO)'Mnt s ituation i n non­
a gricul tu ral lines, there ia ltncwn to be a aurplua labor 
auppl7 on ra.ras per haps as large as l. 5 alllion wor.lr.ing 
persona that ne ed to ahitt !rom f a rming into industrial 
opportuni tie e. 

In view or the tact tha t there ia no expectation tor 
more t han a moderate rise in national inocme tor the next 
titte en 11onthe, and in view or the further fact that a 
decline in business activity some time during !be next 
t1tteen raontha 1a a poeeibllit:r, and, moa t i .aportant, in 
view ot the conViction that a auata1ned tull recovery i8 
i mpossible unless action is taken t o correct basic malad­
Ju atlllente: 

There is general agreement among the persona retarred 
to a bove that a c o11prehenei ve prograa ot aotlon abould be 
i n1t1ated at once, aucb action t o be de signed to accoapliab 
two thinge: 

1. lla.lr.e ao11e iaportant c ontribution toward the 
elill1nation ot the ba81c aaladJustMnta whiob stand 
1n the way ot a auata1ned tull recover)'. Though the 
tull ettech ot thie p~gru w11.l not be telt tor 
several :rears, it 1e 'f1 tall)' 111portant the t such a 

p rogram be initiated at once t or two reaaona: 

(a) It will take a long u .. before aucb 
a p~gram could be worked out and put into ettect. 

(b) It 1s i .aportant to ll&.lr.e clear to the 
public that this A4ain1atrat1cn i ntends to puab 
toward e. turtber extension ot Jew Deal principles 

19 
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and will adopt •acurea dee1(91ed t o inaur~ 
long-term and euata1ned prosperity, am that 
thla A4m1n1etration r eoognl&aa tba ex1atenoa 
or bu1o aaladjuatMnta am will take atepa 
to oorreot tbea. 

2. J. progra• or i-ed.1ate aotion dea1gned to 
insure a aubatantially 1Dcreaaed national 1nco88 
in 194o and to protaot u a aga1nat a aharp downt urn 
i n bua1neea during t he next tltteen •ontha. 

Some or the measure a wh im can be undertaken 
to correot baaio maladjust ments oan be initiated 
with eutt1o1ent rap1d1ty t o r aise the national in­
come in l91l<l. 

It t o the increase 1n na t1onal inoo•e tbat would 
reeult fro• meaaurea under taken to oorreot baaio 
maladjustments there be a dded the further 1ncreaaaa 
to the nat i onal income 'tlbicb would result from meaaurea 
specifi cally d esigned t o increase in 194o 1nTestment 
and expend1 turea, then an increase in the national 
income or $5 billion or so can be a ssured tor next 
year. 

There appears to be general agreement i n the 
group mention ed above th8. t Oongreu ahould not ad­
j ourn until an adequate program bas been inaugurated. 
Or, it Congreae 1a to adjourn, 1t should do ao onl y 
with the d1et1not undera t and1 ng that 1t would re­
oonTane a fter a ehort Taoation prepared to deal with 
tbeee major pro blame, SOllie O f wb1cb ban been before 
ue tor a long time. 

20 
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ColltereDCe in th.e Sacretar,y'• ottica, \\!burod.q, 

l(q 25, 1939, 4:10P.M. to 5:4oP.M. 

(~eee notea on the conference vere requaotod by Socretar,y 

Y.orgenthau and vritten ~ by Mr. Blo\l(!j>. '!hey were vritten troa 

ae:>ory &Dd there are Wldoubte~ o:lll. aaiono and errore, .. p eciall,y 

in the DAOeB or peroono t o whoa otateaenta are at tributed .) 

Preoent at the conterence, wh!$h vaa held around the larp 

round table , were Secretary Morsenthau, vith hio back t o the South, 

and proceedin& counter-olockviu aroWid the table, Under Secretar,y 

l!anea, ~ DoU&~>ton, Mr. Cooper , Mr. Boehne, Mr. Buell:, 

Mr. J>J.ncnn, Mr. Dienq, and Mr. McCormack • .All Democratic m•b•ra 

ot the Subcom1ttee on Internal Revenue To.xation or the Bouee Wayo 

nnd Menna Coe1111ittee vera p reaent. Kr. Oaaton and Mr. llloU&~> eat 

on the aofa. 

Alter introduction• and small-talk, Mr. Doughten auggeeted 

that Mr. Cooper diecu~t the purpoee of the conterence. Mr. Cooper 

aaid that the Deaocratie ae:obera of the lk>.bco•it tee had aet 

7eeter<!q (or it 0J1i11 have been the day before) &Dd agreed that 

t here ahould be aoae tax revieion and had come t o an agreement on 

what it ahould include. It V&a deeirod now to talk the queation 

onr vi t h the Secretary and see what he had in aind to tell the 

lfaya and Meana Coaoi ttee. Furtheroore, tbq wanted to knov whether 

the Preaident agreed with what he had to aftT.One thing the Sub­

comsittoe had agreed on waa not to oeparate the reeolution con­

tlii!11Ac the exciae taxn trca the corporation bill, but to t17 to 

aend thrcU&h a coneolidated bill in time eo thet the axcbeo wou.ld 

be continued before the7 expired. Rowever, it wae the intention 

that 1t tor ao11e reaoon the meuure vaa delayed, the lluhco..U t teo 

'IIOu.ld aeo that a reooluUon continuilll! the exciaoa vao aent t o the 

Senate 1n tl.rae. !Ilia 1a h~ contidentlal. 

'!he Secretary then aaid he would llke to read thea hie atate­

ment but before raadi.ng it he wanted to eq t het the Preaident had 

read it and apprcnd enl')' vcrd or it. He V&a .,.thori .. d to tell 

the Committee, in caae he waa queationed, thAt the atato11ent had 
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Preoidontiftl B,J>proval. ~e ,. ... bero of the Ooiii:LI.ttee oxpreaeed 
their e;ratiticat ion that wuch wao the caoe and aaid they would 
be very s lad to hear tho otatement. Tho Secretary had hio own 
ribbon oopy. Kr. l!aneo ha4 another ribbon cow which ho oharod 
with Cheir=an Dou81>ton. bre were no other copioo. 

'!'he Secretary aoked that hie atat1111ent be lcopt in cOZifid.ence. 

:everyone oaid that of couroo it would be. '!!be Secretary oaid he 
didn 't expect to aee it out until tooorrow 1 a paper . Someone eaid 
he should remember that thia ia not tho Senate . '!'hero vere 
reaBSuraneeo that no one would aay a word. ~e Secretary urged 
the:> to aolc queationo at &DT t ime they deaired t o do ao. l!e 

than raad thro~ tho tlrat two parac;rapho &Dd pawoed for the 
reaction. .Ul expreaoed themoelvea ao pleased. Ho then continued 
readine; and reached tho end of P880 2 without further co:munt. 
At this point he waa aakod (I t hink by Kr. Boehne) whether tho 
one-fourth oxpeneee duo to national defense and past wart !or 

the United Statea oorrooponded to tho percent~• e;ivon tor other 
countrleo. ~e Secretary eaid he thou(l>t it vae. and Mr. Gaaton 
re=oar;ced that the a:oounh opent on ponolons ln the United Stateo 
were much e;reater proportionately than in other countrieo. 

Kember• of the Committee oehoed thio i dea. The Secretary repeated 
that he thoUGht the flsuree were comparable but he would have them 
cheeked and 1t they were not. they would be made ao . He aaked 
lolr. lllo'll&h to llllllte a note to hove them cheeked . Membera of the 
Co:ocl. t teo aald they thout;bt the !ie;ureo would be mora woeful 1t 

they wore eo<>parable. 

Sooeone made a vague reference about lncreaooo in armament 
oxpeneeo over the yeara that the w-riter did not get clonrly . 
Someone. porhapa lolr. l!oohno. then aalcod 1f it could not be shown 
that ouhldo of eJ:>orgency and armament oxpendituroa tho budget 

1o nov balanced. !>he Secretary said he would have Mr. llell get 
the fi&Qroo. Mr. lllout;b re>arked that ve have thea already. 

Tbe Secretary then continued to road with little or no 
interruption until he roached tho middle of page 4 and the 
s entence beginning: •It 1e not the prerosative . . . • Someone, 
perhapa Mr. McCormaclt, aeked him if 1t vaa not the prerogative 

of t ho dopartaents to make !IUII!l!•tiou, but other DOa'bero pointed 
out that t hlt aentence referred to " """"otlona to the leglolativo 
branch .. • tor the conduct of ito vorlc .•• • 

'!!be Secretary then continued reading through the !1rat para­
graph on pogo 5 about tho Joint coiiDlt tee. EYe%70DO oee110d very 
well pleated and there vere remark• that th ia va• a very 
constructive propoaal. Cha1rman Doughton reearlald that he had 
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boon viUitlng se>*thing like it for a long tiM. Mr. Cooper 
oxpro100<1. hio otrong approTa]., There VaS DO diooent. 80-0DII, 
poaaibl¥ Mr. Duncan, .. ntloDIId the fact t hat prior to the C1Tll 
Var the Va;ra an4 Kealia Co•i t toe also serTO<I. aa the .lppropriatlona 
Co::::1ttoe. 

Tho Secretary then read tho paragraph e.bout the Depart...,nt 
of .Aqieulture avproprie.Uon bill. When he ha4 tinhhed, 
Mr. Dlaney remarked that he waa in thorougjl accord vlth the 
viava expraaeed and thought them entirelY applicable but wondered 
it their application to the apeeific Agricultural appropriation 
bill might not arouae the roaiatance of membera of tho Rouse vho 
are atrongly in the favor of AGricul.tural leg1elat1on. Others 
Joined in agreement. It vaa remarked that if thia vaa the onlY 
mee.aure p aoaed outside the budget vitbout aourco of nev reTenue, 
it vould he all right to t oter to 1t but t hat thoro are others. 
'!!he vriter th1DI<s he heard 10:00 aay that tbia vaa not the 110st 
iJII)Ortant one. 'i'ho Secretary aald that Mr. llell aald that this 
vaa the 11101t ~rtant ono and that outside of it the Congress 
11 about oTOn- Stephen vith the bu44;et . Mr. McCorae.ek aald there 
were no te.rmers in hh dlatrict, but that he tho\l&ht the effect 
ot montionlne the bi l l va a to weaken the previoua etatement 
s i nce the example tended to limit the a pplicability of the broe.d 
principle. The Secretary inquired of Mr. Ranee e.nd Mr. Gaaton 
and found them in agreement vith membera ot the Committee . 
Mr. ~lo~h nodded agreement i n reaponae to an in~uiring look. 

• !l'ho Secrctnry agret<l. to take out the paragraph . 

So=oone •UC€8•ted t hat the Secreta_~ aicbt aa;r that billa 
are often passed vlthout pro'9"la1ona tor revenue. !he paragraph 
:Iicht be redr&ftt<l. to ci•• that cenere.l idea . 'rho Secretory 
repea ted that the eriaUnc paragraph vould col!lo out and that ve 
vould try our band at vritint; a paragraph alone the linea of the 
•usgea Uona. 

The Secretary then read the next paragraph about contlnuo\UI 
lito for the Joint C=ittoo. f(embero of the Comitteo expressed 
ploaoure at it and there wao no diaaent . 

The Secretary then read the tvo paragraph• on tho cc....toalon 
to ·~ oYerl.a;>ping taxea. to obJection vaa rolled to the 
propoaal and there -• faTOrable eo>=ent. Chat ...., llou&ht on 
IX!>rou O<I. el<ap tlelaa, vhloh vaa r eflected b;r othera . Re told o! 
the Co301ttee on Double ~axe.tion aet up under Mr. Vinaon'• 
eha1r~~~&nsh1p aoao yeara af;O e.nd added that nothing ha4 come !ram i t . 
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!he Secretary aol<ed 11" 1t wu not tiM to have a •tudT -.do aplll. 

All aezoeed thd 1t Va&o SoiiiOODe Oleo augjtOOtod that when tho 

otateo are in need of tunda tho7 take what they can Juat ae tho 

Yodoral Government doeo, re~••• of the effooto of tho action 

on other govor,..nta . !!!he Socretii.J'T &eked if it would not help 

t o allq the eritlcica that alj;jlt bo r&laod that the .&4alniotratlon 

had been i n offi ce olx TODr• and had not dono &nTthlnjt about the 

problem. Thoro were approving co3monto. Mr. Goeton tU&«eoted that 

a conotitutionel amendment might bo one of the coam1eo1on'• 

reco:uoond&tlono. One of the "''""bore a aid it • iBI>t be, but 1t 

vee doubtful if t he stat•• would paao it. !he reaction to the 

propool>l, however , seoood to be jtOnorally cordial 11" vi thout DlCh 

hope of lerge acco~llehmont. 

Sooeone, perhaps llr. l(cCormack , aald he mif:ht eok the Secre tary 

about the incrot\ae in otl\te &Df. local debt• dllrinjt tbe put rev 
yeare . Sooeono olae pointed out that tho Secretary' • otat....,nt 

did not refer to debto . The firot opeeker then aeld he did not moon 

l t w4o pert of the etate~nt but t hat he m1Cht aak a quee tion about 

it. 

The Secre tary t hen read hie tu roco.....,ndationo. !here vao no 

comment on the tlrat th ree but oonolderable controverar on the 

fourth , which included ell well and mine depletion end the community 

prooert;r rl~tht ln certain otat ea . ll.r. lloehno thought lt waa an 

excellent i dea and that it vas quito p roper for tbe Secretary to 

r epeat t.he roco_,nd&tione and coaploto hu record. Kr. Buck felt 

that lt would be ver;r unwieo indeed to oention the~ ee lt would vor,r 

much i r ritate members fro~ the aouthwoot . fUrthermore, he did not 

cona1der coo1aun1ty prop erty a method of tax avoidance. l!e, or eomeone 

eloo, oald that the SU»romo Court had upheld lt i n eie;ht caaea and 

evor;rone knew that an attupt to got around 1t thr»"4:1> tho tax 

l aw would bo unconotitut1onal. ~lr. Diane)' oald that depletion 

cert!Unly waa not ~ax avoidance. llr. McCormack, perhaJ>•, ouueatod 

that the recum=end&tlona ohould be included if lt wno expected to 

act on the:> but oinco ouch vea not the ceoe 1t would do no good. 

'ihio oenti:>ent wa o echoed b7 !'.r. Cooper and Kr. Doll4:1>ton. '!here 

vae ooctO aentiCIOnt that oince the Secretary ha4 made them before 

thoro vee no need to coke thea again, while othero thought that 

since he had made t hem before tho7 ehould be repeated to complete the 

recor d . Sooeone p ointed out to Mr. Buck that the statement waa ln 

pret tT al.ld for.a and that the emphaeio vas placed later, but he wu 

afraid that oven to brlnjt 1t up wu bad. So::seone pol.nted out that 

it would be bro\Jilll t up BnTVGT aa eoon ae 1t wee known the Co=l.t tee 

waa working on a bill. As the matter threatened to take up too 

auch tl""' 1t wu &Ueed to lrq 1t o ... r until the reat of the 

atatoDint vaa coaploted. 
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'!'he Secretaey then continued readi114 . Ab001t thh tl.ae 
Mr. Do"l!ht cn BUMeated that he continue rol\ding until oomeona 
aaked a queot1on. '!'he Secretaey urged th• to aak quooUono 
freely. So:eone, perhepo Mr. Duncan, oaid they alvqo did. 

'!'here vu no further oo•ont until the d1oeuoo1on of t~exupt 

oeeuritleo and the ourte.x rateo on page 10. So=eone mentioned 
the fact t hat the ho had been tled tosother in the otateeent. 
'!'he Secretary reiterated t hat that vao what he h&d done and that 
it had the appro•al of the White Houoe. 

'!'here vao considerable pralee of tho manner in whieh tha 
undistribut ed proflte tax had been hendled. Soeeone, perhaps 

Mr . Cooper, OUCf:eated that it pleeed the 1>roble2 before Congress, 
wicb vas what t hey deo ired. Someone elu aaked if the otatecent 

moent it would be all right if Congre .. decided just to let the 
und istributed profite tax lepoe at the end of the preeent year . 
The Secretary indicated that ouch would be the eaae end that 
thh 1""41"'&• had the a.PJ>roval ot the Preoident. Someone elee 
oald it veo nry llllch the IMO as the Preoldent Is l.&n&uace 1n 

hio speech tho other n191 t. 

The Secretary than read the statement to the end with little 
or no further interruption. After the Secretary h&d fin1ehed , 
l~r . Doughton aaid that he observed tho Soeretaey wao not g 1Ying 
them e:ey revenue auggaationo. '!'he Secretary aald no, he wna not. 
).lr. Cooper looked thoughtful but re:oained. oilent. Someone pointed 
out thet the Secretaey had oald. that tho revenue lou ohould be 

oade UJ> , leaving the =ethod t o Congreoo and that that vao a 
s&thfaetol)' vrv ot doi114 it. 

Diaeueoion then returned to the depletion and community 
propertT rocom=endationo. Mr. lluck said thot if depletion 1e 

mentioned. Mr. Treadway vill otart &&kill$ queotlona and the flret 
thing one lalovo it will be a real lasue. Mr. Dlaney added that . 
people will 1<17 that it tho IIAtter 1a oo iiiJ)Ortant, v!v hao not 
the 'i'reaaury been able to convince e:eybo~ but itaeltf They all 
&greed that if the Secretary felt he had t o do it to keep hie 

record atrai~t it would be all right but all but Mr. Boehne (I am 
not sure it ).lr. Duncan V&e in the room at the tl=e) were for 
l earlng it out. Mr. Boehne tholl8)lt it o\18)lt to go ln. !ihe 
Secretary paooed a note to Mr. l!anee who wrote on it and pa ued 
it back, and ..tlo latar a~d. that the Secretary knew hov he felt 
about it, but did llOt lilT how that vao. !bo Secretary a~d he 

waa about 6o-1Jo to leave 1t out but he ve.nted to thi Ilk 1t over 
and would then let them know to~:~orrov morn1114. Mr. Cooper oald 
they eould hAndle it either vey. '!'hen tho Seo~etary oaid. it they 
felt atro114l7 about it he would 80'01 to le&ve it out nov. 

• 
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Mr. :aoehne t ho\18!1t he ahould 110t and 1t waa left t hat the Seereta17 
"ould lot Mr. Cooper end Mr. DouO>ton kllow tomorrow. 

There w.a then general e<>mment. The oentillent t;enerell.7 
expreuod vu tbet it vaa a very good atatement. Someone expreaud 
the idea that it ""s orery eleorerl.7 done eo as to a..,icl. burtint; 
~one.. feelings . Kr. McCon:aclc acreed vith the t;eneral Tiev but 
spoke to the effect that of couroe he thoUGht the etate=ent waa too 
>:eak ancl. that it did not 1J0 far e110u,eh. Othere dofellded it ae 
covering the subject• that ebould be taken up and on which there 

ve.a auoetlent . 1!ho idea '""' expre11ed that girlng a atatement t hnt 
re~reaented an agreezent vaa ~te a contribution. Mr. HcCormack 
""anded hh ruarka by i..Ucating that be underatoocl. the diffi­
cultieo involved, that be realized that the Secretary bad a bear 
b;r the tail , and tlut.t he did not mean to indicate that be diaagreod 
with the atate~ent, thnt he was glad t hat it went aa far as it did, 

that he would , of courao, like to aee more done, that he would 
vithdrav ao=e of his idoaa, for example , tho higher surtax 
bracket• at this aeooion, although othera, perhapo the ~eation 

o!' consolidated return a be ol.gjlt urc e on the Co:cit tee. So:oeone, 
perhap s V.r. Cooper, repeated several Uaea tbet Kr. McComack waa 
not withdri\Wing hia ideal, Just reserving them. Mr. McCormack 
(perbepa ) then said of cource he wt~ted the Subcommittee to go on 
s tudying the subject between no" and tho next eeaeion with a Tiow 

to do1n6 more then, and there waa general agree;nent, l~ec18ll.y 
by Mr. Doue;bton end Mr. Cooper, that of course tbia would be done . 

'i'ho queotion nut turned to the time m en the atate=ent should 

be t>reaentod. Mr. Cooper explained that the usual practice >Ria 
f or tho SUl>com:nitteo to work out >that 1t vanted to do and to report 
to tho main Committee which would then hold public hearings on tho 
proposale of the Subcoa i ttee. Tbia limited the public hoaringe 
to apocific p ropcaals, and at the en4 of the hoariQga the Collllllittee 
would be 1n pooition to ulco a ~ick r~rt. It tbia practice 
vore followed the ma.1n CoCI:Id t tee would have the Subc01121t toe'• 
repcrt and be roaey for tho Socreta17 about Wecl.neadq of next 
week . 

The Socretar)' eaid he had been carrying hie quintup leta around 
a long time and be vould like to get them born and it would be a 
groat favor to hia to be able to t;et the atate:oent off hie llind. 

l!o a aid that fu.rtbel'liiOre, after eix weeka or two montha of pulling 

and haul ins and croucurrenta. there wu t1na117 au•emont on tho 
statement and n progrND. but be could DOt guarantee how lone tbet 

would e<>nt1nue. The eooner be eppo&red before the 0oCD1 t teo the 
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leu r1alc th&t ao•thille would happen to opoil oveeythl~. He oaid 

that 1! po11ibla he would like to coso up Satur4q. l!r. Cooper oaid 

that of couree tho Joint Oom1ttee ataff with Mr. Stem had been 

vorldng on thla and tbat 1t would probably not toke tha Subcolllllli ttea 

ney long but that of courae the;, could not be raad;, b7 Satur4q. 

J!o wondered about Non~. '!be Secret&J7 a aid that niter lix yearo 

he had aueed to apoalt at t he Coaat Cluard grac!uat~ exercioea at 

!lew London , Connecticut , on Monde,y. and that he would lilce t o keep 

that appoint1:1ent which """ made over tvo montbo ago , althoUfJ> he 

would braak it if thor thoUfJ>t ho o"f::lt to come v;p Mon4q. '!be;, 

all inai atod he ahould not do that. 

Someone (perl:apa llr. D>llj!bton -- at an;, rat" he took up tho idaa) 

then euggoated that the main Committee hear the Secret&J7 on Satur~ 

and hold the bearlnga open tor aeveral da;,e until att er 'l'uea~ and 

that the SUbco=Ht ee t hen aet to work. Kr. Cooper tho"6ht there 

would be criticiam at the abort notice given. llr. Dougbtcn oaid 

he ha4 been telling the preaa th&t tho Committee would take up 

taxea o.a aoon aa postlble ud tbat he tbollj!bt t here h&d been a 

&<>od deal of notice already tbet the Colllilittee 111ight meet at 8liJ' 

Uae. Socecne 1\1£1:$0ted that there h&d been ouch a loQ& delftil', 

that if there vat lllUCh more ot a walt before the Secretar:r caooo v;p, 

the BAopublicen• and the eountey would come to th& conclution no one 

lntecded to do Aftifthlng, ud that thla waa eapeclally llllportant 

since it wao get ting eo late. So1:10one onggeated tbat tho Subcom>1tteo 

mi gbt invito the ~:~ember• of the full Comitteo but hol d the hearlnt; 

as a SUbco~ittee haarlng. So~oone said that the Secret&J71 • state­

ment would aound ao it 1t bed boon modeled attar tho Subcomitteo 

report 1f he did not make it until attar tbe Subcouitt ee reported. 

So::Mtono oaid that the atato:oent limited the haar1nga to the oubjecta 

that were to be included an)'Wftif and that it would work jus t aa well 

for the Subco..,ittee to start to ""rk l..,edlately after the hearintt 

were cocplet ed, IUid that it naed not talco l011g. llr. D>UO>ton aaid 

be tho\l&ht that evan if there were not outt1c1ant notice to bear all 

peracna wanting to be haard before Veol.neoda:r, that it would be 

outtlciant notice for them to aq thq vanted to be haard and th&t 

if neceoa8J7 , the Ocmm1ttee could meet even after the SUbco~1tteo 

had at artod to ""rk. 'l!le dloo:uaalon waa general and it vao finally 

agreed that Mr. Dollj!bton would roturu t o tho Capitol, in!oR hla 

Cogmit tee aembora and the proaa that the Secretary would appear 

Saturda;r at 10:00 A.l!., and that haarlDt;o ""uld continue through 

'l'ueo~ . 
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Sooeone, perhapo Mr . Haneo, ~ent1oned that th~ at1ll had 

tho ta.>t-O:UDIPt oecur1t.y queat1on to dee.l with. Someone, porhapo 

Mr. ~.can, aakad If ho thoucht AZ~Tthiac would bo done . Mr. llaDeo 

aald there we.o a prol:ll.oe to han a bill . So1:1eone oa1d it 1o one 

t hi ne to han a bill end another to set Ali7Where with it. The 

reneral atmoophere oeemed to be that nothing would be done ab~t 

the tax exopt1on of oocur1 tieo. Mr. Do\1411lton oa1d oometh1ns 

about the proiJ'&n at th1o oeuion belns tor the Vqo and Means 

Co:=1t tee to talce uP Social Seeur1t;y 1'1rat, t hen t&>t&Uon, the 

t ax-exempt aecur1t1eo. 

The meting then broke up, rather uaduall;y . Mr. Cooper 

chat ted tor oneral l:ll.Dilteo, doocrib!n s hio conference w1 th the 

!Tetident . I miuod part of this but the part I heard wao to 

the e ffect that he wao very much ourprieed to be called to the 

\ 'hi te House. \Olen he arr ived, t he l'l'eddent Indicated that he 

preferred to ~~ve onl;y the m1ocoll&neouo oxc1oe taxeo extended. 

l'.r. Cooper then oa1d to the l'l'eo1dent that h1o Subco=ittoe had 

£Qt t on tosether and decided that there ohould be oome tax revision. 

The Prooident then urged that the continuation ot the exc1ooo be 

!>laced 1n a u parate maaoure from the rortoiono of corporation 

t axoo . Mr. Cooper said the;y had decided to COIIb ine them In one 

Cl8aoure , but that If the 01eaoure wao held uP too loQt: the;y would 

aend through a resolution contlnuins the excioeo . The Preo1dent 

then oa1d t hat In t hat case It wao quite all ricbt . 

ll'h!le the lllen were laav1nc, tha Secretary aol<ed l!r . lllCIUI:h 

to write up all he could rel!lember of the meetlns. After the me.n 

from the Capitol were gone thooe remain ing chatted br1efl)'. 

Tho Secretary oeeaed e bit dhturbed at Kr . V.cCo,..,..cl<1a rem&rl<o 

about t he otateaent boin« weak. Mr. Cuton e.nd Mr. Haneo pointed 

out t hat what Mr. McCormcl< meant wao not that tho tone of 1t 

wao wealc but t hat it did not £0 tar enouf:h, that Wr . McCormack 

1o an extremiot in tax rcvioion and thet ho wanted a lot of other 

oubJecte taken up . 
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Soaeone, perl>ape Mr. R&nea, aetloud that the7 atUl ha4 

the tax-exel!lpt oecurity queetion to deal vith. So10eone, p erhapa 

Mr. Duncan, aakod if he thought anythin& would bo done . Mr. R&nea 

oaid there waa a promhe to han a bill. Someone aaid it 1a one 

thiJ~t to han a bill and ftDOthor to get ""T'here with it. !ho 

general at..,ephere eeued to be that nothlnc would be done about 

the tax exe:option of eecuritieo. Mr. Doughton oaid aOMthin& 

about the procr11111 &t thil eession be ill g for the Ve¥1 and Keane 

Coaittoe to take up Sooial Secur1t7 !irat, then t&X&tlon, then 

tax-exe:pt aecuritieo. 

Tho ••tine t hen broke up, rather gradually. Mr. Cooper 

chetted for oeveral minutoo, deacribing hie conference with the 

Proaident. I miooed pert of thia but the part I hoard vaa to 

the effect that he waa n .ry II!UCh ourprieed to be called to tho 

llhlto !louse. llb.on he arrind, the Preaident lnd.icated that he 

preferred to haTe only the aiacellaneoua excioe taxea exteoded. 

~!r. Cooper t hen oaid to tho Preaident t hat hb Subcomittoo had 

eotten together end decided that there ohould be some tax r evtoion. 

The Prooident t hen urged that tho continuation of tho exchea be 

placed in a aepar&te o:eacure fro::1 tho revlaiona or corporation 

taxea. l!r. Cooper said they had decided to co11bine tho11 in one 

monoure, but that 1:f' tho measure vaa hold up too lo!lf: they vculd 

aend through e resolution continuing the exciees. The President 

then oaid that in that ceae 1 t ""'" qui te elri&ht . 

Vhilo t he men vero loevl!lf:, the Secroterr aal<ed Mr. Blough 

to write up all he could remember of tho mootiJ~t . After the men 

from the Capitol were sono those rem&ini!lf: chatted briefly. 

The Socreterr aeemed a bit disturbed at Mr. NeCormack1a rem&rke 

about the atat&:ant betnc vealt. Mr. G&aton aD4 Mr. R&noa pointed 

out that what Mr. l!cCorllo.ck oeent vao not that tho tone or it 

waa weak but that it did not go far enouD>, that Mr. llcOor~~&ck 

1a an extr omiet in tax rovloion and that be wentod a lot of other 

oubJects teken up. 

• 
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Han .. oame 1n to ••• .. 'UI'J aoh upeet to 
eay that the day before J1all1e Rooeeftlt bad tried 
to reaoh b111 on the phone all da)' and he had retuaed 
to talk to h1m. At n1gbt J111111e Roo .. nlt oalled 
Hanu from the 11h1te Houee 1nqu1r1ns about the tax oaee 
aga1net 8ohenok. Ranee aelte4 me what to do about 1t 
and I d1otated the attaohed letter to h111. It eeeme 
thet Hanu gan J1m1D1e eo111 k1nd of a proll1 .. that be 
would let 111m know when tbl oaee o,._ to a bead and 
would g1Ye J~e1 e tr1eoa. an opportunity t o d1ecuae 
1t w1 tb the TreaeUI'J before we went any further D1 t he 
matter. 
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• 
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I:Of.Jr: 
~· 

Bello. f?~~ 

Jla7 25' 1939 
11:50 a •• • 
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Operator: Senator Brown of Miohigan . 

HHJr: Th.anlt :you. 

o: Go ahead. 

Hl·!Jr: Hello . 

Brown: Hello. 

I!HJr: Morgenthau. 

B: 

Hl·!Jr: 

B: 

HHJr: 

8 : 

HHJr: 

B: 

HMJr: 

B: 

ffi.!Jr: 

B: 

HMJr: 

B: 

HMJr: 

Yea, This is Senator Brown. 

Hov are you? 

Before Mr. Farley vent away he asked me if I would talk 
with you regarding, I guess, the gold devaluation bill. 

That -- that's right. 

Yeah. Go right ahead. 

Well, it ' s Just like-- if you've still got an open mind 
on all the features of i t. 

Well, I ' ll tell you Just hov I feel. I ' ll be perfectly 
f rank. 

Yeah. 

I a& eat1efied v1th the bill and am satisfied that I aa 
going to vote to report it out 1n all particulars except 
the devaluation power. 

Yeah. 

On that I'll -- I ' ll say that my mind is still open. 

I aee. 

But my i nclination i s that ve ought not t o continue the 
power. 

Well, I wondered this week that it - - when are they going 
to vote on lt, Senat orf 
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B: 
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Well nov, 1 t looks to me -- ott the reoor4 and oonr10Jtn1;U•ll.Ji 
-- aa 1f the old gentleaan vae delaTlng ae late aa he 
poea1bly could. 

R1.ght. 

He and I are very good fr1enda, but I oan•t hel p but come 
to that conclusion. 

Well nov, Senator, I'm appearing before you tomorrow. 

Are you' 

On th1a -- listing the petition and the debts, you know. 

Oh, that's before the Finance Coamlttee. 

Aren't you on thatf 

Yea, I'm on that too. 

Yea. 

In fact, I - - I helped run the legislators 1n v1th your 
activities down there in both vaye. 

I know. 

(Laughter) Banking and • •••.• 

\/ell, I wondered if maybe after t hat you and I could have 
a l1ttle chat. 

All r1gtlt. 

Bow woulli that be? 

That would be tine. 

And-- because you're interested and •••.• 

Yeah. We probably vill ·get through about twelve o'clock 
and Just as soon as it'e over with we'll get together. 

Right I 

All r 1gbt, 1' 11 be very glad to do 1 t . 

I appreciate your calling me. 
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HMJr: 

B: 

HI!Jr: 

B: 

!D!Jr: 

B: 

!D!Jr: 

B: 
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-'-
Yeah, and I Just wanted you to know What ay 1ncl1nat1on 
va• . .. . 

I see. 

•••• • • eo that you would know. 

Well, I don't know how good an advocate I am, but I •..•• 

\1ell , that's all right. I -- I certainly-- it my mlnd 
hadn't been open, I -- I' ll oertalnly reopen 1t because 
I want to go along with the Adm1n1strat1on as tar as I 
can. 

'l'hanlt you 80 much. 

All rlgbt. 

Thank you. 

Good bye. 
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!IMJr: 
Robert 
Dough t on : 

HJ.!Jr: 

D: 

m:Jr: 

D: 

?.MJr : 

m:Jr: 

D: 

ID!J r : 

D: 

m:Jr: 

D: 

D: 

H14Jr: 

D: 

HMJr: 

D: 

May 25, 1939 
11:57 a.m. 

Hello . 

All right , Mr. Seoretary; t hi s is Doughten. 
with the - - on the witness stand when you 
your message. 

I was busy 
when I got 

Yes . ~Jell , I t hought you ' d bo ae pleased to know as I 
am that t he President and I are in compl ete agreement now. 

Well, I'm happy to know it and I-- it's just Wha t I 
expected . I -- you know, thAt's what I've been working 
tor all t he time , isn't 1t7 

I know. You 1 ve been coat helpf ul. 

Thank you. 

Now, Bob, do you suppose t here would be any chance t o get 
me up t here Saturday morning and let me get this out before 
somebody else ·trie a •.•••• 

Did which? 

Do you suppose there would be a chance to get me up t here 
Saturday morning? 

Saturday morning? 

Yeah . 

It should be -- I don't know-- I t ell yo~ what I ' d sug­
ges t about that. 

Yeah. 

I ' d suggest t hat you t ake tha t up with Jere. 

\'tell ••.• • . 

You especially want to and I ' ll t ell h1m t oo . 

\/ell , I called . • . . . 

You move quicker on t hat . 

I called you t1ret ••.• 

Yeo. 

... 
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Hl~Jr: 

D: 

HMJr: 

D: 
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D: 
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RJ.!Jr: 

D: 

EHJr: 

D: 

HMJr: 

D: 

ID!Jr: 

D: 

I!Y.Jr: 
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••• • •• when I couldn't get ,ou, I spoke ••.•• 

He's grateful to you-- be -- Jere • ... .• 

I spoke to Jere after I called you. 

Yeah. 

And I made the same suggestion to him. 

You have. Well • •••• 

And be kind or liked it. 

36 

Well nov, t hat's just fine. Nov tha t'll give b1m -- you 
to come before the full committee. 

Full comn1 ttee. 

Saturday morning. Nothing i n t he world would please me 
better t han t hat. 

Well t hen, we ' ll-- we'll get it out or the way before •••• 

I'll see him Just-- I'll tell him t hat you called me; 
you daid you bad talked vitb him. 

Yeah . 

And t hat I'm in full accord and very anxious for t nat 
course to be pursued. 

Well, it makes me very happy. 

All right. Well , everything is looking -- I bad a talk 
with Pat last evening. 

Yeah. 

And Pat bad gotten the matter confused and vas in distress 
about one phase of it. 

Wbat•a that? 

And t hat vas that the President had told him -- of course, 
be got t he wrong understanding - - that in this program, 
that we'd go along with it, this corporation taxes ex­
piring -- excise taxes and the corporation taxes and the 
changes. 'l'bat bill 18 aleo to go the matter or tax - ­
tax-exempt. 
Ro. 
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That would ne•er do. 
wouldn't know whether 
or not. 

It wouldn't get- that - :you 
it would get throlJ8}1 al1 &UIIIIIer 

No. The Preeident eaid thil morning he - - he'd like 
that in a separate bill, 

Yeah. Well, Pat got that wrong then. 

No, he • • • ••• 

Pat vas &bedding great drops ot blood; atter I told him 
t hat wae a mistake why then he seemed greatl:y rellued 
and seemed to be 1n finer ehape t han he eYer felt. 

No. !hat's to be 1n a eeparate bill. 

Well I knew that. Well, that'• -- eYerything loolta tine 
now t o me . 

The President mentioned that part1oularl:y t .h1a morning. 

Yeah, well I'm -- well now, Pat Juet got t hat wrong from 
him. 

Yeah. 

Because he called me in and wae greatly worried over it. 
When I told him that he had t hat wrong wh:y he seemed to 
be greatly relie•ed. 

Well , let •e see it :you oan get • •••• 

Well nov I'll tell Jere that juet suits exactl:y -- t o 
get :you up here Saturda:y. 

Ril!hto I 

I'll do 1111 beat to haYe that oome to paae. 

Thank :you. 

Well , thank :you. Did the girl oome down' 

Yea, abe's being taken oare ot now. 

How's thatt 

She's in there with HoRe:ynolds nov. I told h1m to take 
oare or her. 

• 
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tlel l that' a m1gbtJ tine and I thank you, because ehe'e 
got-- ehe --her man haa lett her, and ahe'• a voman 
ot tine character and ehe 1 e Juet worried to death. 
And her Daddy 1a old and he' e been vorrylng me about 
it, and that's awfully - - t hat•e awtullJ kind or you. 
And I'll try not to burden you about t hings like that. 

\'/ell, 1t' s like t he story, the fellow wrote me a letter. 
He eald a man bad run ott with hle vi!e 1n hle new 
Chevrolet oar. 

Yeah. 

Oould I help h1D get his oar back. 

(Laugbter) 

Seef 

You help him get hle oar back? 

Yeah. 

1iell, he 1s sensible. 

Yeah. 

He vas right. 

All right. 

All rlgbt. Thank you, Mr. Secretary. 

Good bye. 
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HMJr: Bello. 

Xa:r 25, 1939 
2:02 p. a . 
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Operator: Mr. Sproul. Go ahead. 

ID!Jr: 
Allan 
Sproul : 

I!)!Jr: 

8: 

HMJr: 

s: 
HMJr: 

8 : 

HMJr: 

8 : 

!IJ.!Jr: 

S: 

ID!Jr: 

S: 

m~Jr: 

8 : 

S: 

Bello. 

Hello, Mr. Seor e tar:r. 

How are :ron' 

All right. 

Dann:r Bell ie sitting here and he tells me there's onl:r 
about -- (aside: how manTt) -- e1x hundred and sixt:rT 
ti•e of those Home OWnere' Loan that ha•e cooe in. 

Six a1xt:r-fin. 

Yeah, there ma:r be another t i Ye or ten. 

Yeah. 

So they ' re short around two torty. 

Yeah. 

Nov, they say on the first of August they'll haYe a 
hundred s:nd sevent:r million dollars on band. 

Yeah. 

Nov, what we're thinking of doing ie this, iseu1og a 
hundred million of these Home OWnere' LOan to Postal 
SaYings. 

I eee. 

Bee' 

Yeah. 

And they' ll put them away, and t he:r oan bold t hem, and i t 
t he market looks good in a week or tvo - - it it should 
go across a hundred and t wo or something like that, 
maybe they might sell a tew. 

Yeah. 

.. 
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But they wouldn 1 t be putting a.nything on the market 
until this wae completely digested. 

Yeah. 

~/hat do you t hi nk of thllt? 

I think that tt111 work all right. I t hink 1t would be a 
good idea. 

You see , they' ve got over a hundred million or our special 
twos . 

Yeah. 

So we can put a hundred million there, and if t he market , 
ae I say, looks good in t en days or two weeks, vhy ve can 
begin to let a few of them dribble out. 

;iell , I t hink tho.t much 18 quite likely to happen because 
I think this two hundred and forty mill ion must be mostly 
•sleeper s• . 

Yeah. And . • • • • • 

There's a good demand tor those things in the mar~et. 

\I ell, and they - - Dan doesn ' t t hink 
be months before they come in. 

he t h i nks it'll 

Yes, I think that ' s right . They'll be dribbli ng in for 
conths. 

Well, i f you don't see a ny objection t hen, he'll take 1t 
up vlt h the Home OWners' Loan and Postal Savings, and 
chances are they'll do what we say. 

Yeah. 

Don't you t hink t hat would be a nice way? 

I t hink i t would be a very neat way to do it. 

Yeah. And t hey don ' t need more than a hundred mill ion 
because if their figures are right -- if they have a 
hundred seventy million cash on hand August 1 st, it'e 
ample. 

In fact, they need -- t hey want some use for that money. 
They don't want to keep it do they? 

... 

Regraded Unclassified



fi}(Jr: 

8: 

fD.IJr: 

8: 

8 : 

HY.Jr: 

S: 

ID!Jr: 

S: 

S: 

- ' -
!hat'• r1gbt. !hat'• r1gbt. 

Y .. b. 

80 I think a hundred allllon eold to Poetal Savlnge 
will take oare of the eituation nioely. 

Well, I t hink that ' s a very neat solution. 

41 

Well , we -- you know, the Preeldent said I'm a wholesaler. 

\fbaU 

I'• a wholesaler, you know. 

(Laughter) Well, that 1 a a Wholeeale transaction. 

Tbat 1 8 rlgbt. All r1gbt . 

I think it 1 e a good solution. 

Thanks for everything. 

All right. 

Good bye. 
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!i!!Jr: Hello. 

Mar 25, 1939 
3:50 p. m. 
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Operat or : Mr. Pierson. Go ahead. 
\·larren 
Pier son: Hell o. 

1!!-!Jr : 

P: 

HHJr: 

P: 

Hl!Jr: 

!1\!J r : 

P : 

P: 

~!Jr : 

? : 

I!J.!Jr: 

P: 

H!~Jr: 

P: 

Yes, Pi erson. 

Good af t ernoon, ~lr. Secretary. 

How are you? 

Pine, thank you . llr . Secretary, we had a meeting yester­
day about that Spani ah ouatom matter. 

Yeah. 

And I was instructed to get in touch with you to eee 
whe t her or no t your position baa changed any or whet her 
1t should be taken t o t he White House, or wha t? 

No, I - - I still say a s :rar a s t he Treasury is concerned 
I ' m going to - - as :rar as whatever our infl uence 1s 
worth, I'm going to oppose •.•.. 

Yea • 

•••••• • a loan to this Spanish Government as long ao they 
ar e suing t he United States Treasury. 

Yeah. 

Nov-- and I can't t ake any other position. 

Well nov, so tar a s I'm concerned, what -- whr t course 
would you recommend me t o take? The State Department 
vante t o g ive some kind o:r answer to t he Ambassador. 

Well now, I tell you, I've been up t o my neck in a t hing 
called t axes. I don ' t know whet her you ever bear of t hem. 

Wel l , I hear o:r them once a yoar.anyway. 

Well -- and I haven 't-- I - - that ' s the reason I didn't 
call you and I' m sorry I didn ' t call you earlier. And -­
let me talk wi t h Archie and Ed Poley, see. 

Yea. 

• 

... 
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I:!I!Jr: 

P: 

HHJr: 

P : 

l!!-!J r: 

P: 

l!l!Jr: 

P: 

- 2 -

And John Hanea, and if you'd be a little generoua and 
giYe me until nine thirtJ toaorrov aorniog, I'll giYe 
JOU an anaver. 

That 1 a t1ne. Tbanlta YerJ IIIUOh. 

Well I 1 111 aorry, but we 1 ve jul t been up to our neolt on 
th1& tax program. 

We'll believe it. 

43 

But not -- by nine t hirty tomorrow we'll haTe aome kind 
ot an answer for you. 

'thanlte a lot. 

You're weloo11e. 

Good bye. 

.. 
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!he Foo4 lhiiP Oll)lel'tMilt ln ~~oe~~. .. t.1' 'b.,an with 

p.,_nt ot rollot eheou tor lla7 151:b. .uun.u .. 11M 

qulotod doWR a sood 4oal by ~ 22114 u a oet ot tho 

rollot taall.l .. wt1o •ntod ot&llpo had 'bo11Pt ~· la­

aodlatolT. !he non aou.,. porlod 11111 'bo .Juo lo' and 

2nd whoa rollot obooko aro again le .. o4. 

!bo Poo4 lturp pl an 11aa oo tar boon roeel.,.4 n• 
Sftd oattt..olaa. haUiee, IJIOOON, banltoro and tho 

pul'al :pUllo aro war. lJl pNioo ot tba plan. 01111 

tho ooolal worure a-. lo .. than ontlwolaoUo. lti lo 

a tlne plooe ot OfW&nlaaUon. !bo o:uelleat proltatn1"'7 

work hae noo4 wl'h Y11'ftally ao o~. 

IIIUo and Jl84!!PU.n 

!he a"aobad ~1• ebon Ulat, troa 11&7 16 w lla7 
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Yalu ot .,...,11111. 
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lt&llp1 re410•4 &11011Dto4 w 18,1S,.J!5. All 1turpo 

ottorod t or p.,..a, had lN .. pald •• .... 'by lila boU'U'T. 

All 1ta11p1 oublll ttod tor IN41' )lad 'boo a oloarod 1t1 tho 

..U t dlYlolOD ot JW00 • 
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JfaiQ" 11'0"" ba4 peNOaall.J brcnllbt .U1r •'-II ..ra. 

~ tU !l'eUU7 a&ltor tor re4ellpUon. '!be7 .. ned Ull&ble 

~ llellno U •• real.l.J true that Ula •"-P• "" u po4 

U IIODOJ, 

Bae•• ...u IJ'OCI•n report-a tb&t the •tas~• ba4 al.­

rea47 111oreue4 the1r aal.o• on aurplu o 'Ill Uoo. !bo7 

tbollebt 1 t ... ou..Ja uac J)lii'Ohaa1nc o.f tale .... -41-
tle• b7 tba cenoral publlo. 

~ larger crooora wra oooporaUnc oquallJ .. u. !be 

trade u•oolat1on• are aotlYelJ 1ntora•to4, an4 haYe •ent 

ropr .. oatatlY•• to Boobeewr to watoh tbe plan and report 

to tbe1r •llbor• at tba1r &nll\1&1 MOUJ14r. 

Bank• 

I opou ~ off1oera of no banko. Botb were 'lb.ollJ 

ln fuor of the plan. '!be7 0&14 l t wu too oarl7 Jet to 

•e• what olorl&al. work wul4 lie 1nYol•o4. 

In one -ank tba offloer 0&14 that tale 111etruo11lon• 

forbade thea to 1'04e• ot&ape pre .. ntod b7 'ltloleoal.ora. 

!be other banker 0&14 tbe7 wre ro4on1na all ....U pre­

•ooto4 b7 wbolaaal.on wltbout queotlon, •• lone •• the 

'ltloleoal.er ln4or .. a ~. 

!be praoU.o of barlllc tba CI'MOI'O ••• 11t&o •'-P• 
1.n pqaent 11o ._11' noleaal.en, and peNlttlJIC 'ltlole-

•al.ore to 1'04e• thea at tba bank• would ••• to lie 

hllh'7 4oo1ro!tlo. U w111 not oDlJ re4uoo 'be olorloal. 
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!lao aoobaal- on onro-.17 oUiplo. A tUI117 oa 

roUof oloot. to ooM 111l4or \bo J'oo4 1\oap plan. !lao w11'o 

01' !ul8baa4 poo to \be boa4qu.ar\oro of \be J'800 aa4 pre­

.. a,o b.U or bor roliot o&N ob.otd.• taw al8bor of pooPlo 

'-n ~ faa117. !hio 10 oboolte4 qaian a oiall&r oar4 ill 

J'SOO fU .. , ob\aiaof. troa roll of boa&Alu.r\oro, 1dlloh tollo 

b.ow 11U7 Mllboro \boro aro 1n \be faal17. 

Pb7doal &1'1'&118ft101l\O ot aialoo, wia4owo aaa \be lilr.o 

aro ·olaar ·aa4 oU!Plo. A\,o114an\o aro onreaal7 oour\oo110. 

!Moo "alaor" taotoro aro of \b.a rroa\oo' iapor\aaoo la 

Procroa• 4oallac w1 Ul 1:ho 111loaplo7o4· 

Afhr \b.a _, of bor foo4 lra ... \ llu llooa 4o\or­

alao4, \be hDuoowlfo poo to -\Mr wlatlo1r, pqo o-*, 

an4 rooelYoo bor boolr.o of oraace aa4 n• o\oapo. !lao 

•'-II• on 1n tloMaSaaUou of 15 Ma\o oooll, •4 Do 

boolr.o la 4oo•Suu ... of t2 u4 Q• 
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ruul .. IIWit 'bUJ a .wu- uo\lllt ot oruce 1ta.p1 

equal to 11 per perna per ftek, u4 a .. ,., •• ot 11.50 per 

pereoa per nek. 'l'be7 IIWI1i 'ba7 the tull UO\IIIt lD euh oa 

the epot. 

r..u1 .. &xcl1&4e4 

'1'be IIOit llriOU. 41ft11\1lt7 11 tbll requ11'1DID1i tbat 

eaob taall7 wet p\II'Ohale lllnl- orance 1'-J)1 at t:be rate 

ot 11 a week a pereon. '1'be 'bull tor thll I'W.i.Dc wu b 

neoe111t7 ot ooatrolllDC t:be nol'IUl purohale ot too4, 10 

that bl11e 1ta1p1 would aotvall7 ••an extra OOnt\IIIIIPUon. 

!be etteot ot 1 t 11 that tu111 .. wbo11 need 11 10 ll'!d 

that tbtl eannot epend tbe1r ent1re 1 tood bu41et• tor tood 

get 110 benefit troa b !U!'pl111e1. 

It h ftll known that UD7 rel1et t .. 11111 Sin part 

ot tbe11' too4 bu4Cet tor l'lat. ben 1.D Roc.b .. ter wtlel'l 

rent 11 paid bl a 1eparate oheck, 1011e t .. 111el probU17 

ban Wldlretated their reat, and Pal' part ot 1t thnlll'l'll 

1n oub, Wbea there rnalne leu 1ibul 11 per pel'lon tor 

t ood t:be7 cannot bUJ aD7 orance 1tupe or ret anr 'bl•e 

ODOI t or eurplUI produotl. 

Pu111ee a110 need to 1ialte par1i ot tbelr tood bla4re1i 

tor Oart&l'l to look tor work, or t or u41o1ne, or to ret 

t oole out ot the pawn1bop1 or tor MDT uap~otable 

reuon1. lot all tuU1 .. are w1111nr to ao biOk to 

rel1et areno1el tor eYel'7 P'DD7• 

!be - 41tt1oult7 lq)pl1e1 to tulUII pttlltc 

.. 
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partial rel~d. !tie -•T t'n. otber Mvooo .., aot •-

in, or oo• 1Jl on aaotbor ~ ia ~ weolt, and 'be t'UUT 

oaDDO' .. u aa4 ooa•l14aw tllll4o t'n. ~ '- ooveeo. 

It oe .. o •i~lT t.poooi-lo '- ouccoot a ~ t'or 

th11 1UuaUon, biO&UOe lllT'hifts that pol'lliU t'aa1li .. W 

u.o loll t:haD tlwir regular t'oo4 'lla4cet w blq on.nco 

1tup1 would aloo porau t'u1Uoo to ouboUww IIU'plu• 

t oob t or tlwir nor.al up•41hro. 0110 re•4T lli&tlt -· 

w ooui41r lowl"ins tlw 111.u- troa 11 por poroon, '­

pe~• ··75 a pei'IODo 

J'u1Uoo 1lbo bo~ wUb tlw 101"1p plan lllll1i bQ:r 11ioap1 

o•el'7 110elto Otbel'll'ieo it would 'be OUT to tako oae 111elt 1 I 

too4 b\.14ce1i t'or lpeoial. Modi aD4 nb11iUu11o ourpluo too4a • 

troa aa earlier welt. 

0oi!!J?la1a t1 

0oJII)la1Jl1il wro aiaor an4 oodure4. 8oae tu1Uoe 

reporhd poooert ba4 railld tlw prioe ot lurpl•• prod ... tl. 

!boll wro ...u pooooro. !118 larso oao troquoaU)' lonro& 

!hio 11 'llhero oooporaUoa ot 1ibo 11"00017 1Jlolu1h7 .Ul 

be ia•al1UIJ)lo. Aloo oiaoo tba •'-P• are ill 4ono-1 uUoao 

of ~ oaoh ~ hou11111to ou ohop abo•t, •• •u 11111.U 11111h 

000. aa4 tlllto ur 11ra4e M tho IWNO moro lbe il fairlT 

On tbe other hand oa. t'aa.ll101 tool that tllo too4 

•t&J~P• i41autT t:boa ap111 u rou.r tuillOI Jut u t11e 
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IJ'OO•l'f ONel' 414, Jloellea,er 11M Mn 01 euh NUot 

loaa ._ a 70al'o f1le aeaao ot a ''~ lllll'ta t:bolr 

pr1~, aa4 •110e111'8f0• ._ poeen to lllpoao on tbo8, 

~· OOIIP1ah11 wUl. MO- 10 .. Upol"ha11 u -... 

u4 801'0 t..Ulea oo• 1A~ taa. plu. 11PA worll:on aN 

now belJic 4Ninl 1a aD4 ~ .. Noa1•1J:II ol4 ... peuleu 

an4 80Ui8r1 a au will aJ.oo 'lie ...... P..U1oa oa pii'1Tat;o 

Nl10t (wbo llal. boOla IOUlJW Rl'plU oo-uUoa) WN 

oxol114o4 a11 t1ra11, bu' U1&11 1e belJic n•41o4. 

ADoUi8r oo~ah' t..- IJ'C)CiaN •• ._, ao• tat-

11oa Vlo4 to baYO taa. pooeor o:abnl'l taa.1r poapotN.l t; 

tor 11q\10r. ~' ap.ln abo\114 'lie be .. '•4 lueol7 b7 t:bo 

pooore ~ ... 1.... f1le wol'kere alao ""'' tobuoo (Ia 

u .. tho n•41 ban llllh' 'lie to lnol\148 tobaoao 1n ~ 

11at ot lllU'Pl• fazlll pi'04uD11a) . 

0.. O~l' OOIIIPlalat WU b11 ta111aa aN DOt par­

aUte4 to purebuo tl'Oa llftow u4 ~·. aa4 lo .. 

11bat ... l!lp ~ 111P11 baTe aa4o '117 lni:J1JW f..- ••l'f l o.,. 

ooot operator•• 

lleUot Ott1o1alo 

'rhe atUtllde ot nl1ot ott1o1aJ.a, publ1o aa4 pll'l•aw, 

WU DOt ...Uoul&Wo Do11b11 NDWI'H o1Uot17 PIM11 tille 

obaap tl'OII ...a nUot, a11121o._ tbo7 ,.....a t:bo aWIIp 

plan aa 1D aal7 ~· Ull:o euho 

!llo7 .... oooperatlJic 1D •••l'f ~ 11 pNOu.al 

operaUona. 
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!be wbolo t;o .. ht• of proto .. loDal .. olal work nor 

t ho 1aoto won'T 7oaro bu been la ta•or of nbnlnuar 

o .. h rollof tor eo sill~ or«.oro. Dw7 ••• tollelr YUW1'7 

sl1pp1DC troa t;hoa Jueto ae lt; bu -••n aohloYo4. 

rroa t;ho abort Yiow, ~eto1tato1on of aaoh rol1of tor 

grGOOJ'7 ONOI'O ne a et;op ~. a aoOOOe&J'7 b'alle1Uon 

phaoo, Froa t:tlo lonc •low, oo~l Uo e aD4 opporto\IIIJ. Uoe 

t or pro4uoUon aro tar aoro Yaluablo t:tlan oaeh 1Dooao. 

r oot J:oonoa1oe 

!be r oot "._, plan rollone t.ho 1'800 troa all t:tlo 

work ot h&D411ar ~eloal oo-41Uoe an4 ronoroe U w 

the noraal 41etr1but1on aaoh1n•J'7• It rol1one t.ho looal 

r ol 1ot a4a1n1etrat1on troa etoraco, paokael.ar and 41etr1-

but1on of ooaao41to1oe, an4 rotoUI'De that; too t.ho grooor 

wboeo noraal tunotlon ito le. !be plan rol1eYee tho taa1l7 

ot tobs bur«.on ot ptotlar all ot Ue euppl1oe onoo or towioe 

a aonth &n4 Jtoop111£ t.hoa, w1 tohout 1oe and w1 t.hout etoNC• 

epaoe. !hat; tunotolon al.eo 1e roetoro4 too the crooer, 

wboee equip• nt an4 toraln111C :ban propare4 h1a w :baD4lo 

it. 

At t.ho purohaelDC en4, t;ho 1'800 1e rol1ne4 of t:tlo 

41tt1oult Job ot ontoer1nc t;he epooulaUn aal'ltote too 'biQ' 

f oode 1n J•-' \hat 4el1eau __ , whloh WOII14 re.lee tbe 

pr1oe tor toha taraor w1 to!lout raielnc t;ho pr1oo for Ule 

o1 ~ worJtor wbo wao tJ07lac w e11PJ1orto hlaeolt. 

• 
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1'11Nbaa1JIC lo QOW al.M 4DM 000~0 

aeobani-, a11 ua .. , 1a pJ.ao .. , u4 in aaounte, 'llbJ.o!l 

nt the ra'-11 an4 wtlol .. alo IIU'ketl .. or reoa, aa4 not 

a11 tiM btply IIPOftl&UYo on4. PlarobaMo wUl rloo an4 

tal.l u aotul e=n« fi'GOtuateo, u4 fti'10U OOQeaaa•­

lag 1Dfi·aeno .. wUl uep tile \obl nuoU&tlono aal.l. 

In return tor ulac tile nol"'lal. eooaolllo aeobanl-, 

tbo FSOO will baYO \o baYO aora oull wUb 'llblob 11o 

operate a plan a11 tho ratall loYol. In raW!'~! tor UUo 

extra oaob e:r;pen41'-", II&DJ' bono1'1tl will follow. rar 

liON too4 wll.l aotuall7 bo aYallablo tor OOD81Diptlon, 

an4 tileratora ottoo11o on hoal1:h u4 eoonolllo ottloloao7 

will bo tar creator. (lftMn oporatlnc on 1:ho opo011l.at1YO 

aorke11o •al.l pul'Obao' .. t:requonur 4ete1'11111e4 11ho prloo, 

and 1:ho lllU>PlJ' ot aotllal too4 tor the need.T 4r1o4 up.) 

ror t'blo exua oxpea41twoo alM 111 will be pooolblo 

\o oUilQlato aoUYl v IID4 \o - oxton11 oap1o7110n11 1n 

al.l 11ho too4-h011411111r lndldb'l .. , ratall an4 wholooalo. 

( !'hlo 1o oxtr-17 lJiportant) 

!hera lo OYOl"J' roaoon to OliPOOt 11bat tbo 4o_.4 

tor 1lhi.o root au.p plu will bo Y01'7 croat. 

Joolal Keonollloo 

&oonollloal.l7 tile Pvocl 1114111p plu u at praout 

rootrlote4 to raUot t..uieo lo a tora ot 1no.reaoo4 

rollot par-nt. 

!hlo tartboP laorouoo the ralatlYo han410IIP or 

-

t 
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tee1!1l .. a\ tM M"- at tM Mlt~ II'OIIP la 

-a..• wub t.UUaa-. ... neel.U. pllllbUo au. 

ttala alwqa \aa4a to .u. nU.t I'Olla l'laa. 

Ia or4er M pnYn\ -urea-a• at ~114aDOJ 

u w111 be DaHaUI"f. u - .. r ... t~•. to opae 

ob&DIIala tor 41atl'l'lniUoa of tMaa fooU to 1ow-la­

t.-111ee DO\ on re11et. 
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rooD I!AIIP PUll .. : -J 
B.oobeotor, • · Y. 

Wuaber ot Faall1oo 111c1b1o 

OUT l>eP'• ot l'llb11o l'o1tare 
Veteran• Rol1ot 
OountJ Dep,. Pub11o l'oltare 

!oUl 

8,500 taallho 
1,000 • 

_....;9~1~1 I 

10,411 I 

I I I 

I I I 

CountJ Dept. ot Pub. W.1tare ),000 t&a111oo oort1t1o4 b7 Juao 1 

],]71 t&allho o11c1blo 

Totol 16,782 

ltuipo Ioouo4 

•labor ot Yaluo ot au.po 
Do'• Faallho OJ'aiiCO Blu 

Ma7 Hi 1, 58~ 112,)68 t611811-
17 1·l~ u,:n.e 5, ~6 
18 5, )46 1!,6 ' 19 11-11 e, I66 1 , )153 
1!0 ~J 1, 74 ni 21! 1.552 77 

!oUlo 4,507 t JII-,818 117 , ll-oll-

Date Ol'IJI80 Blue !otal 

Mq 16 -
17 ~1!. 1!5 t,a.oo 11)0.25 
18 ) .00 1!59.00 872.00 
19 1,111-1. 50 ~·50 1,651.00 
20 1,591·25 60.00 2. ]51.1!5 

Grand !oUl B.o4ono4, Mq 22 ta, l 89.25 

I 

I 
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lptrtt!ty 

!M Serle t .. tao111 ~tore the 'l'BO baa 

started aucb agitation about a "double budlet• and 

baa been reenforced b7 eo•e National Reeouroee Oomaittee 

etud1 .. on a double bl.ld3et. 'fbree newepaperun haft 

been 1n to aek •• about it 1n t he laet two daye and 

it ie obTioue that Berle, Currie, Hendereon, etc., are 

talking to t he newspapermen Telr7 trequentl7 on the 

eubJeot. Ae tar ae I know, the '1'reaaur7 baa done 

nothing on thie eubJect e1noe Ed Fole7 and I laet 

worked on the publ1o work• t1nanoe b1ll. In Tiew 

of all ot the ag1tat1on, I euggeat that the freaeUirJ 

a1ght want to bring iteelt down to date on all the 

arg~~~~enu pro and con. Inc14entally, I th1nlt JOU 

aight t1n4 a oon•ereat1on with Xr. O' Connell Who 

repreeente the !reaeury 1n the THIO T81'7 1ntereat1ng. 

a. baa ~.n •uoh apr .. aed b)' the teat1laoJ11 of Baneen 

and Ourr1e on OoTernaent 11nTeetaent 1 • 

IIIJI 
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G. P. 
Parker: 

!!HJr: 

li!J.Jr: 

P: 

Hl!Jr: 

P: 

!!!!Jr: 

P: 

HMJr: 

? : 

I!MJr: 

P: 

ID!Jr: 

P: 

!!!!Jr: 

Ma7 26, 1939 
12:01 p .o. 

I'm eorr7 I wae out ot town When you called me, but I 
wao in a trustee meeting up there ••• •• 

Yet\11. 

••.••. and I Just coul dn't make it. And I just want to 
let you know t hat I'm back in town and it at any t i me 
you wa.nt me to call on you, wh7 I'd be delighted. 

Well, I appreciate i t . I wanted a little advice, et 
cet era, but I've broken t he ice as you see. 

Yes, yes. Well, I 1 ve had a kind or a hunch along that 
line and thought that ma7be what 70u were calling about 
might have alread7 taken care or itaelt, and - - but I 
just wanted to let you know I'm back. 

Well, I-- I want to see you even though I haven't got 
a problem, and I ' m going away tomorrow noon. Will be 
gone tor three or tour days. 

Yee. 

But I wanted your advice, to see it you could -- I had 
several ideas and tried to think how to -- to force 
the issue, you seat 

Yeo, yea. 

And then all of a sudden the clouds broke and the sun 
came out and I'm going up. 

Well, I can see t hat, and I thought that probably vas 
t he eituation and yet I just wanted to let you know t hat 
I vas available it -- it you atill wanted to talk with 
me. Otherwise, I hope to eee you after you get back. 

Don 1 t you think it 1 e tine that they're goi ng to ••••.• 

It looks marvelous today. 

Yeah. 

I -- I'm just kind of holding my breath if somethi ng doesn ' t 
break it up, but I can't ace the aigns a t t he moment . 

Well •••• •• 
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HMJr: 

P: 

HHJr: 

P: 

HJ-!Jr: 

P: 

HJ-!Jr: 

P: 

I!J.!Jr: 

P: 

47 
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The clouds seem still to be gone. 

The -- the statement ien•t go1ng to solve all the problema 
by any means. 

Well , it certainly looks as it you're getting somewhere. 

But at least we-- at leaat it ' s a atart. 

Yeah, I'm damn gl ad ot 1t. It certainly ts t1me. 

Yeah . 

Well, I hope to see you soon, and g1ve me a ring ••••• 

I'll do that. 

• ••• • • when-- when you'd like to have a chat with me. 

Thank you eo much. 

Good bye. 

Good bye . 

• 
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G. P. 
Parker: 

HMJr: 

P: 

IO!Jr: 

P: 

HJ.!Jr: 

P: 

Hl!Jr: 

P: 

10-!Jr: 

P: 

I!MJr: 

P: 

m.:Jr: 

P: 

H:!~Jr : 

P: 

JD!Jr: 

Yea, how are yout 

Xa1 _ 26, 1939 
):"'5 P·•· 

I'm calling you up. I••e Just read about my patience 
in your editorial. 

Well, is that all rightt 

And I want to say 'Thank you•. 

Well, that's fine. God knows, tiMes like t hese-- did 
you hear t hat line that vas contributed t o H. G. Welleet 

No, 

Somebody said, 'Where 
ten years from nov•t 
aeylum for the sane.• 

are you going t o be, Mr. Welles, 
He aaid, 1 I 1 m goi ng to be i n t he 

(Hearty laughter. ) Well • •• • 

I t h i nk -- I t hi nk anybody Wbo 1 e go t any patience nova­
days is -- has got a orown coming to him, and that oomes 
from the heart. 

Well , that's awfully nice. Sometimes t bey say patience 
has its own reward. Sometimes • •••••• 

Well, I know you ' ve been through a bell or a lot, 

Sometimes you get Just a kiok in the pants. 

Yeah, that's right, but you 've got to baYs some ot t hat 
it you ' re going to stand and pitob, and I 1 m awfully 
glad. 0 •• 0 0 

Well .. . ... . 

• •• • • , .it's ironed out as well as it is. 
not altogether-- completely • • ••.• 

Ob, no. 

• • • satisfied that we've got al l t he - - as somebody -- as 
ij~n Gol dwyn says , tbey haven ' t got the solution solved, 
but I think you ' re running i n t he right di rec tion and 
making some progress . 

Well , it's it's perteotly t rue. Certainly ther e haa 
been a lot of good will all around. 
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HJ(Jr: 

P: 

HJ!Jr: 

P: 

>!MJr: 

P: 

3Y.Jr: 

P: 

HJ.!Jr: 

P: 

P: 

- 2-

Well, I'm certain1y glad to bear u. 
And I-- I hope it'a indioatiYe or other th1nge. 

Well, I hope so too, and many thanks tor calling me 
baok and I hope you get a little reet over the ••••. 

Hell •• ••• 

•• •••.• Memori~ Day. 

From Saturday noon until Wednesday morning, I'm not 
going t o worry about any taxea. 

Forget about them. 

Rigbt I 

o . K. , and baYe a good ~ime. 

Thank you. 

And thanks tor calling back. 

Good bye. 

Bye-bye. 

• 
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Ha;r 26, 1939 
3:56 P·•· 

so 

Operator: Oo ahead. 

;\ !lMJr: Hello . Hello. 
Fred 
Set auer: Hello, Henry. 

i!:t.Jr: Hello, Fred. 

S: Say, I jus t wanted to report, Henry, on that -- on t hat 
Cr ai g house. 

:mJr: Please. 

S: Mr. Matt's man went over t o see Mrs. Betts. 

!Jl.!Jr: Yea. 

S: And f ound that she wanted to get milk from a -- from a 
singl e faro where the milk was pasteurir.ed on the farm, 
the cream vas made on the f arm, and my under s t anding io 
that t hey are trying t o work tha t out. That t hey had a 
very agreeable conversation. 

1!!!Jr: Yee. 

S: 

Hl!Jr: 

S: 

!iJ.!Jr: 

S: 

HJ.!Jr: 

S: 

S: 

I t will probably take some t ime . If they are able to do 
it, it will t ake some time t o find someone with a place 
that will be desirable and who will be wi l ling t o do it. 

Right I 

But t hey ' re working on it. 

Uh-huh. 

And I just wanted you to know t hat the contxaet had been 
made and that the boye were working on it. 

I knew 1 t because t his Mi-1. B e ttl eaw Mrs. Roosevel t 
and Urs. l·lorgenthau a t t he Fair on Tuesday. 

Oh, yes . 

And Mra. Betts was very muoh pl eased. 

Well, I ' m - - I ' m awfully glad. I wasn 't ln - - I haven ' t 
been ln New York until today and I didn't get t he full 
report on it, and t hat' s why I didn ' t report earlier. 
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llMJr: 

8: 

ffi!Jr: 

S: 

H!·!Jr: 

5: 

!INJr: 
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Fine I 

Now, I want to report on eomething elee. 

Yeah. 

You know that little thing whioh I aeked you to do •••. 

Yeah. 

My understanding is the Ootl1!11iosion --I aQ"thia 1n llul:rasa, but 
I understand that they've taken aotion. 

They ' ve taken aetiont 

I understand so. 

No, I think t hat ' s wrong. 

So -- thanks a lot. 

I t hink that's wrong. 

\1hatt 

I don't think that ' s true. 

You don't think that's true? 

No. 

Well, I -- I'm glad to get that then. I mean, I'm not 
glad to get it, but I it th&t'e the information, I ' m 
glad to get it. 

Well, did -- I ' d like you to make a note, it you bear by 
Wednesday that they havetaken aotion, send me a telegram, 
will you7 

llbat' s thatt 

It by Wednesday you hear that I ' m wrong, ••.• 

Yea • 

•• •••• let me know, beoause I ' ll be baok here Wednesday. 

o. x. 
Right. 
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I'll do that. I'll probabl7 be 1n -- I th1nk I ' ll be 1n 
Walb1ngton t hat da7, but 1f I hear, I ' ll let 70u mow. 
Thank JOU. 

0 . K. Thanks a lot, Renr7. 

' 
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,t.\ a -UJOC 11ft \IIIII Vu\HI 11ft \Ill --··~\ :1J11K oa llaj 

2lt\ll U.• peU.oa ot -IM.lac ora41h \1 1Joa1a te n-• \lie •:~Port 

of oo\\oa .. -.Sa 41_ ..... 

A _._u ... '-de fer 41-.eloa wt\11 \IIIII 8Jpaallll o..wn-!R •• 

lal.4 Mfol'l \Ill loar4, u4 ae HJIH-\aUYe ot \111 fl'ea11W7 1 e\a\14 

that the ,.........,. ,..1114 ae\ -.non 11ft .., aece\laUeu wl\11 \he l!paailll 

ao.~\ ~ or.Uh uUl \Iiiii 8pulall lawen.a lla4 wUb· 

4ft• \lle ..Uh 'DrwPt ,..lu, \lle 1J, I, b 1 11 relaU•• h - par• 

cha••• of ell•or. 

Dr. hh of t1a1 l ta\e Dopar-a\ olalael. \llat l\ •• l.llpft'aUn \1 

- n-.n •Uoa Hpr41JIC \Ill e:rM1\ _,_ IIPPoarM •• w aax1- " 

haY• a 41o1el .. 'r \Iiiii loar4 eo \lla\ \lilt 8\a\e ~\ oo1114 111eak \o 

\lle SpaallllMMeoal.ar \lilt\ af\II'ILOIOI, 

1 pe1a\et .,.., \lla\ \111 be&O'CIJ'7 e\&114 •• •11 lraowa \1 \lle 8\a\e 

D.pari_, .-'. , ... Prell ... , lilt \111 lllpor\-X.Or\ IIIU: .... 1 \llroPt 

•- lffor\ 11111114 'M ..a. "b)' \111 Stat• Doparboa\ to we\ the ~~ 

Dopar_, .•• ,,..,u .... 
!lle Joar4 ot ~\101 ef \111 :bp«\·lllplr\ llul< 414 ae\ feol tlaa\ 

tlllt7 wlai.IM ta Yo\1 aa oaterlJOC la\1 w~tUaUou aUl p1Uoa If \Ill 

frMnr7'• oliJeoUoaa lla4 lleoa eoUla4, U •• 41o1414 \1 laan U la 

\he llaa4l fill lilln'ft 71er ... , Preal._\ of \lilt lliP••---• IIIU:, \1 

~·a OliU'UOII oa \llh ..... u .. Mfon aeceUaUou .r• •• woL 

-.rroa Pleraoa oalla4 Sear•'-7 llerll•'- oa \111 af\eruoa 1f 

lla7 25 u4 aell»4 11 \1111'1 lla4 liMa .., •• 41\'el.,..a\ e 1a \llh ooa­

-uoa, • 11 \Iiiii Sear•\ari 1\111 1111114 \1 h ie :prenoaa •-4. 
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THE SUPERINTENDENT AND OFFI­

CERS OF THE UNITED STATES COAST 

GUARD ACADEMY REQUEST THB 

HONOR OF YOUR PRESENCE AT 

THB COMMENCEMENT EXBRCISBS 

MAY TWENTY-SIXTH TO 

TWENTY-NINT-H NINETEEN 

HUNDRED AND THIRTY. NINE 

NEW LONDON CONNECTICUT 

-

• 

·-
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Commencement Progn.m 

FRIDAY, MAY TWENTY-SIXTH 

10:00 L m. lnoercl .. Pullin& Bo&t Rue 

10 :JO L m. lnt<rcluo Sailinr; Race 
2~ p. m. Ttnnls Match, Ac:ademy v'" Ame-rican lntc:rn.ational 

6~40 p. m. Formal Retreat and Pa.radc: 

7 :00 p. m. Band Conan 
9:00 p. m. Rinc Osna:• 

SATURDAY, MAY TWENTY-SEVENTH 

10:00 o. m. c;-petiti .. Infantry Drill 

12:00 .-. Alumni A-'arioo Lone:'-' for Gnwl~~&tinc o .. 
I :00 p. m. Alumni ~lion Bum- Meetinc 
3:00 p. m. Bueball Game, Aadcmy VL Trinity 

7 :00 p. m. Dinner Dance 

SUNDAY, MAY TWENTY-EIGHTH 

2 :30 p. m. Band Co<>«rt 

3: U p. m. Baa:alaureate Parade 

3 :30 p. m. Ba«aaaureare St.rvice 
6:40 p. m. Formal Rrtrnt 

MONDAY, MAY TWENTY-NINTH 

I :J0 P• m. R..XW ol Cadt1 Bottalion 
2:4S p.m. ec.mm.-nt ExuOor. 

9:00 p. m. Cornmcr=meat o .... • 

All dme riven in this Procnm is Eutc:m Oa)'light Savin& Tlrm. 

• Admittion card.1 required. 
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ltat.ent _, lecretarT llorpntba htore tM 
laate ~ eo-l.tt.e Oil L L 6'748, 

:rrt~. llq 26, l!lat , 

~ purpo1e ot the bill Ull4er oonli4eratioll i1 to rcmG1W 

the partitiOil in Section 21 of tM hoolld Libert7 -.,n4 .&ct, ,.. 

-Jl4e4. Yhioh l1111t1 the face - Wlt ot boll4• Yhicb ~ be 

11.....,_ UDder autboritJ of that .Act &n4 outotan4iDC a t aD¥ one 

u .. to t3c),ooo,ooo,ooo. ....t.m.nt of t hia bUl .... ul4 cal'l'7 out 

tM raco,..ll4&tion aade b7 tM l'raa14ent to CoDCraoa on llarch 20, 

1939 (Bo,... Iloc...nt lo. 213) . 

You Yill ·recall that Section 1 of tM .Act of llq 26, 1938, 

placl4 a l1111t ot $4.6, 000, 000,000 ~" the toial -Wlt ot pul>lic 

4ebt obliption• which ~ be i1111*d &n4 w h t&n41DC at aD¥ olll 

tiM Wl4er autboritJ of tbe S.colld Liberty -.,114 .&ct, ae amen414, 

but 111lHI4 the -Wlt of bond• to $30,000,000,000 face _, 

w!Uoh ~ ba outatan4.111& at &101 one tiM Ullll.er tb&t authoritT &n4 

Yithill tM toial lillitation. 11•1DC public 4ebt ticVIa ae of .AprU 

30, 1939 tM fraU'CU7 ..- ioaa. ~.043,000,000 face IIIIOUilt ot 

additional public 4ebt obli&atiolll Ullll.er aut bori t7 ot tM heoiiA 

LlbertJ -.,114 .&ct, On tbe buia ot the latoat Judcet eatb&tea, 

thb balallea appeara to be outfieient to carr, tM !r.U'CU7 w ll 

into lMO. 1 do 100t belien, thera!ore, that it i 1 lliC .. a&rf to 

roque1t at thi• tilll ., illoreua ill tbo 111l1tat1on Oil tbe toial 

4ebt tb&t ~be i .. U84 &n4 outot&n41DC lllldar cthoriv of the 

h coD4 LibertJ -.,lld .&c t . '!ba 11m teuon of t30,ooo,ooo,ooo on 

• 
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outo\uA!ac 'boD4a ~...,h, howwz, a 41tfer.a\ prolll-. !be 

a441Uoaal _, of 'boll4a which tbe freU'QJ'7 - 11- Ullll.er w 1 

"uthor1v ADA wl.thla till• llaltatloll 1e tl,eii7,000, ooo. fall:lllc 

late conll.t.ratlOil our cull NqUir-llte betwe .. DOW ADA JI:Uie 30, 

19~, the aonthl7 1~~rnanoe of tlll1 ted Stat .. laTia«e JoD41, ADA 

the r.tun41DC operauo ... which tbe freuuey wl. ll ha,.. to coDdllet 

wlthla the lle%t twl,.. aonthe, 1t .. _, quite clear that \be 

bal..,.ce of $1,69'7,000,000 wi.U DOt be nttlc1ent to &1,.. \be 

fMaN17 that latltnda "''lu11'14 1a He fi.llPc1al operatlou 11p 

to Ju.e 30, l!HO • 

.U pointe! out, t hle do .. 110t lnC1'11"' the total 11a1t 

'llhlch Con&MII hal plaoe4 on the aaount of publiCI 41bt ollliptlOile 

'llhlch Clan be hw.e4 under the SecoD4 X.1be1't7 Bon4 Act AD4 out­

etaDOllDC at arrr Olll tlae, bllt MM1.7 r_,.., tbe 11a1tatloll pl~ 

"Qpon the .aunt of boll4e that u:t be 1111*1 under that autbodtT 

AD4 '11'1 thla that t otal l1a1 tation. In hiM>TiDC tbe l1a1 tatlcn en 

tb. hwance of 'boD4a, Con&MII will place tbe !MU'QJ'7 1n a 

poll tlon -"' U can better Jl&ll&CI tbe pnbllc 4ellt liT tat:1n& 

a4Y .... tap Of afJ7 fawre'ble CoD41 tlone ln the 'boll4 MJ'Dt AD4 wUl 

r.u .... tbe 'tnluuey of the nec .. e1v of reet1'1<~t1DC a la1'p part 

of 1h fillP<~lDC operatlolle duriac tbe next bel,.. aollthe to 

t bor t-tera obli&atlollto 

!be followla& table eho" (1a all11oae of dollare) u of 

~1 30, 1939, the total _, of publiCI 41llt ollllp.tlou CI'Clt­

e••""'DC Ullll.er \be SecGD4 I.lbert7 :Boll4 .Let, u -D4edt the 
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tbl IMJ'e\uJ' of U.. 11-Ci -r' la- ....... U.. N.,..Uft 

1111.1\dlou ot ~.ooo,ooo,ooo uot tao,ooo,ooo,ooo, 

ltW •u 
\':1\t'la 

ltW Ioiii 
i'rf"''M 

59 

fot.al a.ll\ o'lll1pUou 

wldcb - 'M 1aii'M4 
'11114er tbl mtllor1 t7 ot 
tb1 S.COIIA I.i'Mr\7 :ao.l 
.Let, .. -IIM4, u4 
O'llhhed hie a\ .., -

tt.e •••• · ··· •• ••• • • •••• ... ooo 

fo t.al ""'"' ia.-4 11114 ov.t­
lh'"'nc 'CIIIIII.er \he aa.th­
ori t7 of tbl -.oollll 
:Ll"Mrv JoD4 .&.c&~ 

!re..-al'7 bolda • • • • • • • • • 26.218 
u. 1. lt:ti~~p Jollla 

Olatw1v m•> ..... a,21• 
Ao!JM'-4 a.moo ea4 
'""-t.ttoia-
boD4e •• •••••••••••••• 781 

014 'boD4a oa 11b1ola lao 
'-tNI' baa oeeee4 •••• 

~--· ········· Cn \ 111 .. '-• ot X.. 
41\ ielaeee ••••••••••• 

'ten 1 'lll• ••••••••• • o.. .. u~r m•) 
014 ""'" .. 'llb1ola.1ao 

t.enet: baa ....t •••• 

:Baluoo 11b1ola wq 'M h ..... 
'11114er leoolll t.l'Mr\7 Ioiii 
.Let Nil 'M ov.tetft!!c!SSC at 
&AT oae tt.e •••••••••••• 

R 

211 

u ... ••• 

11,061 
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!!!!Jr: Hello. 

09er a t or: Go ahead. 

ffi!Jr: Hel l o. 
?a t 
~arr1oon : Hello, Henry. 

ffi·!Jr: How a r e you? 

P. : Pr et t y good t his morning . 

May 26, 1939 
9:12 a.e . 

€0 

!!!!Jr: Pat, I wonder ed lt you ' d like t o have ce co~e up a halt 
an hour earlier and read you my sta teme nt. 

'i : Well , that >:ould be very nioe . 

8:Jr: Now, Wha t time would you like me at your office? 

H: 1;/eil, come up -- you ' ve go t a short statement, haven't 
you? 

!!:!Jr: I t will t ake me about t en minutes to read it t o you. 
Fifteen minutes. 

't : 

'!::Jr: 

Yeah . \•/ell, get up here a t o.bout a quart er after t en. 

Does t hat allo.: enough time? 

... 

ID!Jr: 

H: 

Hl:Jr : 

H: 

:.C·!Jr : 

H: 

'!:!Jr: 

I t hink so. 

lihat? 

You say it ~~ll take about t en minutes? 

A -- a quarter past ten? 

Well , either between ten and ten-- ten fif t een. 

11el1 ••.•••• 

Suit your own convenience . 

~/ell , I' d l i ke to get there about t en. 

Well , t hat's all right. 

I don't want to be rushed. 
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H: 

H!!Jr: 

H: 

!!I:Jr: 

S: 

HMJr: 

- 2 -

Yeah. I 1 11 be here. 

At ten o ' olook at your ott1oe . 

Yeah. 

I ' ll be there. 

Al.l r1ght. 

Thank you. 
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HXJr: 

Ooerator: 
Ailan T. 
Treadway: 

HtlJr: 

T: 

P.!lJr: 

'!': 

~.:Jr: 

T: 

!iJ.!Jr: 

'!' : 

Hl~Jr : 

T: 

:l!!Jr: 
~ . 

!O~Jr: 

'l': 

m:Jr: 

'1': 

I!HJr: 

T: 

Hello. 

Go llhead. 

Hr. Seoret ar,- . 

Talking. 

May 26, 1939 
9:20a.m. 

62 

Good morning, s1r. Tb1B is Allen Treadway ot l~assaohuaetta. . 
How 1e l!assaohusetts? 

He represents -- represents t he beet in 
Amherst College and Deerfield Aoadeoy are located. 

Well, t hey are both very good reasons. I don't know 
about the rest ot your • • • • • • 

(Laughter) tfell say, Mr. Secretary, I've Just been talk­
ing with Chairman Doughton •• • • • • 

There's a t hird reason t oo. 

Beg pardon? 

You forgot a third r eason. 

What's t hat one? 

Ian' t my son in your Fraternity? 

Absolutely. Yes, sir. A great-- he's carrying on t he 
best traditions ot Alpha Delta Phi . 

Fine I 

You know he and - - he and Harlan F. Stone are t he ones 
I pr1no1pally look to, ,-ou know. 

Oh, really. Some combination . 

Yeah, that 's a good oomb1nat1on. 

Yeah. 

Yeah. We've got -- ,-ou'd be surprised a t some ot the men 
here in Washington - - perhaps you know some of t hem, 
you know, but you ' d be surprised at some of the outstand­
i ng men around. However, you've got -- n.o, n.ot 1n your 
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HMJr: 

T: 

l!MJr: 

'!': 

fll.!Jr: 

'! : 

Hl!Jr: 

T: 

tn.:Jr: 

T: 

T: 

KMJr: 

'!': 

!O!Jr: 

'!': 

- 2 -
63 

department , but ¥.r. Draper ie another one , you know. 

Ie he? 

Oh, yea. 

Surely-- surely that ' • right. 

And then a member ot the Federal Reserve now. 

Well, what I called you up, Hr. Secretary-- I've Juet 
been talldng to Doughten. I have on my desk not1oe ot 
the committee meeting to11orrow morning to hear you. 

Yee. 

With Yacation coming on next week, Mr. RaJblft and 
Mr. Martin arranged thAt it vae to be a late week. 

Yeah. 

And the members have lett t own. We -- we would naturally 
want to be present when you are t o teat1ty or when you 
are to give us your views, but I ' m terribly atra1d, t hat 
as tar as my side ot the House is concerned, you aren't 
going to have much ot an audienos . 

\fell nov I 'll tell you what I'll do, 1-!r. Treadway, 1t 
this would be agreeable t o you. I would greatly appre­
ciate it very muoh it you'd let me oome up and give the 
statement. 

Yeali. 

And it your people aren't there, I ' ll come back and eub­
Ject myselt to any questione they ma~ want to aak on 
another day. 

Well , it isn ' t a question ot i nterrogating you, parti cu­
larly, but it's not courteous to you not to be there. 

Well • . • .• 

They've made t heir plans tor the holiday. 

But • • • .. • 

You wouldn't care to oome today, would you, llr . Secretary? 
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!O~Jr: 

T: 

'1' : 

R!!Jr: 

T: 

l!!'Jr: 

':': 

!!MJr: 

T: 

ffi.!Jr: 

'l': 

H!!Jr: 

T: 

H~!Jr: 

T: 

I!I!Jr: 

- ' - €4 

Well, here' e the point. At ten thirtr I'm appearing 
betore Finance on thie bill. 

In the Senate' 

Yee. 

Yeah. 

Would you want me this atternoon? 

Supposing I consult with Mr. Doughten. Mr. - - I'm talk­
ing on ~r. Doughten's authority. I called hlm up and 
t old blm t he situation. 

Yeah . 

Now, I'll tind out Whether my associates will be here 
t hie atter -- I know one or two ha•e gone , positively 
gone. But i t the rest are to b~ here -- you see, our 
men live nearer by - - J ersey and New York, and near by. 
The Democrat1o members a re more scattered end aren ' t so 
liable to leave town. But I though t it was untalr by 
you not -- or r a ther , more or lese discourteous to you 
not to be t here. We don't want to do that, you know. 

liell, you• ll be there wouldn't you? 

\lell, I had planned m;reelt -- I asked a man yesterday 
to Join me tor the throe days ' driving trip. Whether 
he -- well, I ' ll postpone going , under any circumstances 
it you ' ll come tomorrow. 

Ot course, I have Cabinet t hie atternoon. 

Oh well, it you ba•e Cabinet meeting, then JOU wouldn't 
want to come t ble atternoon. 

Well , I'm a reasonable tellow, but I -- I oould get up 
t here at nine o ' clock tomorrow morning, or eight thirty. 
I dont 1 • • • • • • 

Well, no, we woul dn't want JOU to do that. 

The;r could start at nine. 

Yes. 

But I would ver;r much like to ha•e ;rou there, and it the)' 
- - it an;rbody isn't aatiatied and vante me to come baok, 
I ' 11 OO!!e back. 
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!: 

HJ!Jr: 

T: 

!JY.Jr: 

! : 

!!l'.Jr: 

\' : 

HHJr: 

T: 

HllJr: 

'!'': 

l!l-!Jr: 

T: 

~!Jr : 

T: 

HMJr: 

'r : 

!!l!Jr: 

T: 
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Somet11118 next week. 

Any time t hat you say. 

tlell , that's very courteous or you, and I ' ll consult 
further with Hr. Dougbton and it t here' s any change in 
tho plana rrom -- let's see, what time is 1t advertised 
tor? I t's advertised tor t en. 

Yes. 

'.&'bat ' e as early as we ever have sessi ons, so that I 
don't think t hat I -would s uggest to Doughten that he 
make it any earlier in the morning than that. Ten is 
as early as we usually meet - - someti mes ten thirty. 

Well, it's terribly n1oe or you to call me up. 

How long wil.l you be, Mr. Seoretary1 

Well, my statement -- to read, 1s fifteen minutes. 

Will Mr. Hanes want to appear also tomorroW? 

No. 

Just you! 

Just me. 

Well then, we would -- see -- aside from interrogating 
you, you'd be t.hrougb by eleven -- eleven to eleven­
thirty a t the outside , wouldn't yout 

Easily. 

Yes. 
t hat 
have 

Yes. 

Well then, I don't think on t he whole - - I imagine 
the men that will - - won't be her e tomorrow morning 
already lett town. 

I don ' t believe we ' d better try to bury 1t, Mr. 
Thanks to you tor your willingness to do it. 

Well, thanks tor your ott er ot cooperation. 

Well, I didn't want you to reel that we were d1ecourteou• 
in not -- not being present. 

• 
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fll(Jr: 

T: 

m:Jr: 

T: 

• 
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llo1 but I voul.4· nrr .. oh lllte w baft :rou there. 

!hank :rou Yer7 1111oh. I 1 11 eDCleaYOr to 4o n 1 aDCl 1t 
t here 1 I a.D7 - - 14ea Of &D7 ol1tlqe; if I t1Dd 117 mea O&D 
be here at -- late th1e afternoon tor 1netaaoe1 and not 
to110rrov aorning 1 I 111 oollllllll1oate v1 th Doughton1 but --
1t you don't hear trom Doughton1 vb7 let 1t r14e ae 1t 
11. 

R1ghto I 

'l'hanlt JOU YIJ'7 muob. Ooo4 bye. 
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GROUP m:£'1'IIIG lla7 26, 1939· 
91)0 A. K. 

PRES£11'1'1 

!!. li..Jr : 

Gi bbone : 

H. II . J r : 

Gi bbons : 

H. t.!.Jr : 

Gibbon II 

H. lt.Jr: 

Gi bc.ona: 

H .~. Jr : 

Bell : 

H. II.Jr: 

Gaston: 

H. li. Jr: 

t.:r. Bane a 
llr. Fole7 
llr. .lloRe;rnolde 
t.:r. Gibbon• 
lolr. Dutt1eld 
lolr. Grave a 
.llr. Bell 
Mr . Baa a 
l.lr . Lochhead 
L!r . Gaaton 
lOre. Klotr. 

At "hat ti111e did the proceedings break up lE.et 
nlgbtt 

I waa there until about quarter after eleven. 

Waa that when they got through with t he meetingt 

Yee. 

I wae s1ok; I had to go bollia. I explained to the 
UOneignor that I wae not reeling well. 

It wae Just the usual dinner. 

I should not have gone. But it lasted until 
quarter past elevent 

Yea; until about that tiae. 

Kr. Ranee and I will have to leave at a quarter 
to ten. I have an appointaent with them; eo it 
JOU people will pa)' attention --

Will )'OU be up there about ten twent)'-tivet 

I want wnite t here, in oaee the)' ehould aek me 
anrth1ng on silver or gold, and Baa• on bueine•• 
etatietioe, and Herbert. 

At ten-thlrt)', le 1tt 

Yea. JohDn)' and I are go1118 up at a quarter to 
teD. And )'OU, ld. l)o )'OU want to OOMf 
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Foley: 

a .... Jr : 

Foley: 

h . &.. Jr: 

Foley: 

H. l.. Jr: 

Foley: 

H •• Jr : 

Foley : 

li.l . Jr : 

Foley: 

ll . ~ .Jr: 

Lochhead: 

ll.l.. Jr : 

Lochh~ad : 

H. I . Jr : 

Loohl".ead 1 

- 2 -

Just whatever you want me to do. 

You look a little disappointed. 

No; bu~ I have plenty to do . 

All right; but I am counting on you all to be 
there. Who has anything i mportant? 

I have one thing. 

Please . 

E8 

Berle called up yesterday and aa1d t hat t hey had 
a message troo their repreaentatives a t Prague 
that the Germans were going to attempt to take over 
the property held in thie country by the President 
ot Checloslovakia within the next ~eek, I wanted 
to know it we could get up, for purposes or dis­
cussion and study, the amendment to the foreign 
exchange control executive order, to provide 
regulations to prevent trane!ers or tbie country 
of that property without licenses. 

You and Archie handle i t . 

Yes ; I have a draft here . 

Well, you and Archie handle it. 

I do not think much of the i dea. 

I mean, uee your bean. ·Just because Berle said eo, 
it is so -- he i s only an expert OQ bunking. 

As to the standard barter arrangement, Ur. Renee and 
I do not think th~re i e any reason for changing it. 
The only quest i on is clearing it through the lhite 
House. Do you wan t me to clear it or yout 

No. If 
to it. 
House . 

you fellows sit t i ght with me , I am opposed 
I do not think 1t shoul d go to the White 

Well, t he State Department 

Well, l et them go. 

The Export and I mport Bank will not act while the 
Treasury stands th1a ~ay , unleaa the White Bouse --
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!! . ~ . Jr : 

Lochhead : 

!! . l.! .J r: 

LochhPad : 

H. r: . Jr: 

Han~• : 

!l . .-. Jr : 

Hanes : 

h. - .Jr: 

Haas : 

:i. t.... Jr : 

!!ell: 

H .... Jr: 

Bell: 

!!. _ . Jr: 

Bell: 

H.I!. Jr: 

- 3 - E9 

I am not goi ng to the Whlte House. 

All right. 

Let them go and see teacher. I am Just sitting 
ti!lht. 

Do you want me to speak to Pearson, then? 

Yea; tell Pearson. 

Then, the $.}00,000, 000 

How much? 

SJOO,OOO. 

I was goi ng to say that I dld not know that we were 
going to buy Spain. All right. V:e will Just sit 
ti l!ht . 

That is that Dow-Jones thing. (Handing paper to the 
Secretary). 

Yea. I have not the slightes t i dea what this 
Com1ni ttee will aak , - - about business cond1 tiona 
and the rest of that atutt. I never know. We 
might go into almost anything , and I might aa well 
go up there prepared to answer. !!ere i s a thing 
you oan settle with Eddie Kent. He makes l ots of 
t1•ouble sometloes. Should we ask the new 
Director or the Budget or not? 

I do not think so. 

So that settles that argument. 

Certainly not . I am v~ry appreciative or the 
statement he ~de. He did very well. 

You liked it? 

He raised some question, I understand, i n your 
oonterence on agriculture . From his aton~point, 
he would like to see you make that. 

Well, t he old neck i a tough. They will have to 
tind a sharper blade. I have tried my best to stick 
it under i t, but they do not seem to want to dro~ 
the guillotine. But that 1a out. 
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Belli 

l!. u..Jr: 

Belli 

R. II.Jr: 

Bell: 

H. U.Jr: 

Ranee: 

H.li..Jrt 

Ranee: 

Bell i 

R. li . Jr: 

Bell : 

H.l.!.Jr: 

Bell : 

R. U.Jrt 

Banee: 

- ~-
10 

'l'he:r bawe a -1'&114• on the ap'ioultaral altuatlon, 
ae requeete4 b;r the PreU4ent tro• ;rou. It ... ln 
dratt or t1nal tor. laet ~lght. 

Are :rou aleo preparlng what the Pree14ent wanted. 

Yea. I thought 1t rou drew in the other gentle .. n, 
within a tee hours i t would 'be up on the Hill. 

That 11 undoubtedl:r what the Preeldent wanted. 

Rlallr' 

He ea1d, very clearly, that 11 what Wa1lace wanted. 
I tb1nlt that 18 what the Prea1dent wanted, wltbout 
hi• ear1ng eo. 

That waa clearlJ indicated, I thought. 

That 1• the i~preeeion I got. 
got, Johnnie! 

It eeemed eo obv1oua. 

Ie that what rou 

They thought they would work on it privately until 
the enrolled 'bill came down. 

He aa1d particularly about Wallace yesterday. 

I did not get the 1 yesterday1 • 

You bad better let b1a know about 1t today, pleaee 
and tb1e morning. 'rhe PreUdent na nr:r det1n1te 
about letting Wallace know at once. 

I did not get that polnt. I u eorr:r. 

I tb1nlt be wanta to t i nd out which ie Wallace's 
tavor1te coluan1et. It 11 a great game. 

Did :rou notice that onet It wae either Peareon 
or Allen. 

• 

Bell: (Handing a paper to the Secretar:r) That 1e the 
vote ot the Senate Finance Ooul ttee ae•'bere on 
the agricultural bill. I do not think it 1a 
iaporiant. I put down the onee not wotlng, 
beaauee I tbougbt tbe:r would 'be put 1n the claee 
ot the onee voting tor lt. 

B.».Jr: I will lleep tb1e 1n .,. poollet. Unleea eo•ebod:r 
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baa eo•Uil~~S elM, lollule r.: aB4 l wUl be 
t!Mn aharp •' a qurter t;o ea • 

.al.l l'lpt;. 

( lleeUng oonclll4e4 at; 91110 o •olook, A.M.) 

11 

Regraded Unclassified



FI:DI:RAL RESI:RYI: BANK 

OP' N•wYoRK 
~ 26, 1939 

A IJOod deal ot what sli&bt activity there bae b .. n in public 

otrerings or new corporate securities tbia DOntb occu:-r.d durinll tbe 

present wale . The ottarinll• were ontirel:y tor retundlng. llontane­

Dakot. Otill ties Compa117 first .,rtpp 4 1/2 per cent bol>da or 1954, 

in the amount or $9,000,000 , '"'r• lll&l'ke t.d at 101 and were qu1ckl7 bid 

up to 104- 104 1/2. An otteriDB ot $304,000 Newport Electric Corporation 

tirat aortgago 4 l/2a or l9S4, priced at 118, waa dlatri'bllted, aelli­

print&l;y, to inaurance eoapanlea, aeecrdiniJ to report. In conjunction 

with tho latter iaaue, the entire oc•cn atock or the c~ waa orrered 

tor sale on bebalt or e public utility holdiniJ coapat~;r which bad been t he 

eole OWDer . The atoolc, priced at about ten taes recent ennual earnl"i•• 

18 reported to bue been all sold. 

llunlei pal bond &warda totaled about. $12,000,000, duriDI! the week, 

a fairl;y aubatantial &IIICunt relatiTa to ouch orrerlnss recentq. 

The liar total of between six and anen llilllon dollars ot corpor­

ate security lao:uea tor new capital purpoaea la t he amalleat total or anr 

• •nth in .... r tour ru.ra. Ret\mding reached $165,000,000, orlJli larplJ" 

to tba $114,500,000 Couonwealth Edioon Co11pa117 print. aale. The uount 

or otter1DI!a baa decllned in apite or the tact that prices or outstanding 

h auoa haTe been bid up to new hish laTela and t he teet tbat otrerinp 

which were ude ..... YU"1 well receind. 

There is o'bt'loua}J- nead tor an answer to the question which the 

'-Porarr ll&tional EcoDollio eo.llittee baa posed tor itealt . Ia the ditti­

cult y with the bol"rOwera, or the lealera, or the o:acbi~~ar:y for hrilllins tboa 

topthart 

HoD. BellrJ' llorsaDtheu, Jr., 

S.cratary or the Treoaury, 
lt.abinaton, D. c . 
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Storttnry of St~tE , 

Wuhingtono 

749, Xny 26, 6 P • m. 

London 

Dattd Kay 26, 1939 

Rtc ' d 2 :30 P• m. 

FOR TRE.ASURY ~Oil BU'l"l'ERWORTB. 

74 

One. With fUrther rtftrtnct to tht scco~ paragraph . . 
ot Section One of m! number 724, May 22 ~ 6 p. m. , and the 

first ecction of ~Y 729, May 23, 6 P• m. the Chancellor 

of tht ExchtQIItr was again qu~a~i~ntd in the House or 

0011'411~n~ troday regarding the B. r. S. trans .7tr of czech 

gold . Om. of the qucstiontra wh1lt atating that he 

btlitvtd l:ht Govtrmn£nt was on rirm lEgal ground and that 

tht 8 , I , So waa bound by atatute to hand over tunda 

tntruattd to i t complainEd or tht •evident lack or l i aison 

betwccn ~~t Britiah d1rcctora or tht B. I . s. and tht 

Trtaaury. It attmtd almoat incrediblE that the Governor 

ot thE Bank or England who was in auoh cloat touch with 

thE Trcaaury and eo otttn aottd aa their agc~t should not 

have ment ioned this transfEr to thE Treas ury. ThE wholE 

poa1t1on of English directors on t~t Bo I • So ia higblY 

1nv1diou• • It the B. I . s. now exists merely ror the 
tranarcr 
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2- #749, Pro= London, May 26, 6pomo 

trans! C;r of monty from dtmocratio countriES to totalitar­

ian onrta th£ sooner i t was wound up and our rtpresentativt 

'tltl.dr ~awn the btttr:r. " 

~is criticism was not answtrtd by Sir John Simon' s 

rep· '-Y in thE cour3t of which h r: said: "I~; did not happen 

at the ;11oment nhe·~ thE newspapEr wrotE its article . It 

i ~ ccrt• i nly e-.10 :aonths ago that this question was rabed 

- -in llt.:•ch not in l>la;r. It was towards thE end o:f lolarch and 

I only kn tn very lndirectly that information camt to us 

from , .. hich it app rared that the Bank tor International 

/ Stttl .:ment was tal;ing steps or intended to take steps to 

rcca:Ll this goldo Wotn I got back to the Trtasury I found 

1t 11ao a fact that at tht end of )larch a rumor of this 

hat~ rtach ed my De ;lllrtmcnt . I cannot state from what 

~tourot it came but wcwert not so informEd by thE Bank of 

£n&land or b' t~e czechoslovak Legation herr: . • 

Simon nlso s'loattd that th& queotion of BritiSh con• 

aular reprtstntat~on at Prague was undtr consideration in 

consultation with othtr govtrnm£nts and gave an ll&surance 

that no irrevocab le action would be taktn until Parliament 

is rtan.untdo 
Twoo 
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!£8 
'l>-#749, Prom London, lla7 26 , 6p.-. 

TwPt g~oe~ [~~g~ p~lccg a§•~~ ~rovEd toda'J and 

govErnmEnt ioan~ w~~~ ~~r wa~ ~p~ 8!8!!~ g(16S 

up ~t 95- ll/165 0 ThE South Atr 1oan lq&q FfFBF~Ed in thE 

second p~ragr~ph of =7 732, Ma7 24, 6 P• • • waa hc~vil'J 
ovcraubacribEd and dealings today olond at a premium of 

l - 3/l6Se 
Thr£Ee In spitE or a reduction in bankErs' deposita 

with thE Bank of England this week or nc~~ly pounds twelve 

million the Tr~aaury bill rate tor t oday1 s tEndEr was 

l~ ehillincs 1 . 91 pc~c£ as compared with 13 shillings 

3. 63 penc~ l~st wtEke 
Pour. Today 1 s exchangE mnrkEt w~s very quiet. 

120 bars of gold w~rE dealt 1n at the fixing, 72 or 

Which wert mnrriEd. Tht marktt w~s _pro-~ ted at :5~ and 

tht Sank of Engl~ ~vt a fEW bars. Tbt tranc hU bttn 

sttad'J ~ll day at 176. 73-l/4 and thE Bank of Franc£ ~· 
rcporttd to haVE dEalt 1n neither stErling nor dollars. 

ThE Paris mnrktt will also be oloacd on Konda7. 

OSB 
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JR 

Secretary or State, 

\Vashlngton , 

1021, Way 26, 6 p . m. 

G!UY 

Paris 

Dated May 26, 1939 

Rtc ' d 3 :26 p .m. 

FOR THE SECRETARY OF THE TREASURY. 

77 

The follo:l1ng 'U'E the essential passngts of Reynaud' s 

broadcast last evEning: 

Firstly, tht loan issued on Nay 15 and closed May 25 

had brought 1n mort than any other loan i3sutd 1n thE 

past tltvtn years , although it did not carry such 

exorbitant advantages as exchange guarantees , ct cetera. 

Since 1928 no loan had yi tldtd mort thon ten billion 

franca , Ht was grateful for thE response madt to thE 

i ssue . All of thE provincEs hod taken part 1n thE effort , 

and Alsact was worthy or special mention, . Tht Trtnsury 

would not appear on the market ror a considerablE time . 

(END SECTION OIIE) . 

BULLITT 

V~'IC :CSB 
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Secretary ot St~tc, 

Washington. 

rnuy 

Paris 

DatEd May 26 ~ 1939 

Rtc 1d 2:28 P• m. 

1021, Kay 26, 6 P • m. {SECTION TWO) 

78 

Secondly , he was able to announce that PrancE had 

no mort short tErm loans remaining abroad . WhEn hE 

bECamE lliniattr of Finance thE torEiJn debt of Prance 

waa a grave mtnacE to thE public finances . ThE majority 

ot tht ratEs of long tErm loans waa a atrsin on FrEnch 

crEdit. ThE oonvEreiona of NovEmbEr and January last had 

removed that strain. FurthermorE , short ttrm loans con­

tracted abroad, rEpayablE bEtwEEn Jun£ 5 and Fcbru&rT 29 

next, totallEd six billion tranoa. In view ot present 

oircuoatanocs thE quEstion of paJD(nt ot aix billion 

tranoa gold had b~cn a sourcE ot grtnt anxiety to thE 

French GovErnment. This menace had now bEen removed. 

Six hundrEd million franca of tht moat onerous ot thE 

short term credits had bEEn rEimbursed by thE Treasury. 

ThE balance ot five billion tranoa had just been con­

solidated. Under two contracts aiGDEd on May 2• with 

~tM 
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2· #1021, From Par1a, Ha:y 26, 6 p.m. 

Dutoh and Swias b-Ank;J tl .E total ot thE short tum bonds 

hlld bttn convErtEd into e l.Jt :ytar bonds . 

Th£ gold clause a t :·:ech:td to certain ot th£ short tErm 

bonds did not appciU' i~ t hE nEw arcurit1n. Two-thirds 

ot thE DEI7 stcur1j:tlta ~•ould bt issued ot par with on 

inttr-''!t rotE ot ·~ and onE- third a t 97 troncs 50 ctntimJ:a 

with an int crt:>t rt.tE •·t ~3/4:; . 

KLP 

wwc, 

I 

I 
BULL ITT 
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JR 

SecrEtory or Stotc, 

f!aahl.ngton. 

GRAY 

Po.rla 

Datrd May 26, 1939 

Rtc ' d 3tl0 p.m. 

1021 , Hoy 26, 6 p . m. (SECTION THREE) . 

so 

During thE past two days Bnn.k ot PronoE bed 

receivEd ~ore than 6-1/2 t one ot gold. Thl.a wos proof 

that France h~d rEgainEd hEr position. It r.as now thE 

third t1nnnc1ol ponEr of thE norld. Oft1ciol tradE 

1nd1cu clecrly showEd thE improvcnEnt 1n Frcnch economy 

nos not due to armament production as olo1m£d by somto 

ThE U1n1stcr concludEd h1a broadcast by strEssing 

b t l 1tt in thE poss1b111ty ot European prosptr1ty 

"it thE Govcrnmmts w£rt ao d1epoacd" . 

ImmEdiatEly f ollouing thE broadcast i t uos officially 

announcEd that on roy 24 thE Prmch Oovcrnmmt had 

concluded vtth o group or Dutch bonks (htodtd by 

Ymdtloaohn ond thE Ntdcrlondacht Hnndel Mootschoppy 

and embracing thE Amsttrdamacht Bank) and o group 

ot S11ha banks hEedEd by thE Credit Suiaa_l: and thE Sni aa 

Bonk Corporation, on opErot1on 1naur1ng the conversion 

ot thE Prcnoh short term dEbt into n medi um term debt . 

ThE 
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The oOIIIIIUII1quE statu that tha Dutoh sroup hu 

tokEn !lrm 155 million !lorln8 Of 8lX Jlllr PrEnCh 

Trtnsury bonds ct 4~ . 

BULLITT 

CSB 

81 
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PS 

SEcretary of statE, 

Wo.ohington. 

GRAY 

Par1e 

Dated »ar 26, 19~9 

Rto1d 1: 12 p .m. 

1021, Kay 26, 6 p. m. (SECTION POUR) , 

The Dutch and Swills groups haVE takEn firm a six 

7Ear 3 3/4 per ctnt loan ot th£ Prmch REpublic of th£ 

82 

amount or ·on£ hundrEd million flor1ne which will bt , 

issued to thE public at tht price of 92~. Half of it 

is to bt iseutd in Holland and halt in Switzerland. In 

tach country 25, 000,000 florins havt already bttn placed. 

Tht six Y£G.r trtasury bonds may bt subscribEd in c~sh or 

1n French treasury bonds already issuEd in Holland. SUch 

of thEsE lat tEr bonds as ar£ not offErEd will b£ rt• 
ot · 

1mburstd at th£ ntxt dattjmnturity 0 

The 3-3/4% loan can b£ subscribEd in cash or 1n 

bonds or t h£ French railways issued in SWitzErland 1n 1937 

and matures on OctobEr 15 next . 

RR 

OSB 

BULLITT 

\ 

• ·. ' 
I •, 
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JR 

Sccrctary of Stot t , 

IIMhington. 

1021, May 26, 6 p . m. 

PorU 

DotEd Kny 26 1 1939 

Rt c 1d l t <l<l p . c . 

(SECTION FIVE) . 

It seems t~t the f i rst of the operat i ons descri bed 

abovE consolidates the follori ng issues or Pr£nch 

railway bonds : (~) one year credit Dccnnbcr 1937 totali ng 

3f' .'11ll1on florins; (b) 16 months crtd1t of 1938 

totali ng 100 milli on f l orins and (c) 18 month crcdit of 

1938 totaling 20 mill i on florins . 

ThE second opErati on apparently rEfErs to all 

or part of the Fr£nch Rai lway loan issued i n Swi tzerl and 

in 1927 totali ng 200 m1ll1on SYiias franca . 

Vcry little busi ness was transacted on the cxchange 

and securi ty markets , many traders and operators havi ng 

lEtt town tor the fibitsun hol1day. llo changEs of 

importancE took pl acE on either markct . The fund 

bought a r~ dollars t~~ough Morgan. We arE tol d 

that t h t Belgian control has obtai nEd a substant i al 

amount of sterling duri ng the past fEW days • 

(END MESSAGE) 

BULLITT 
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'tlllicll ~· Aaba .. dor 11&4 wUil llr. 'fua leel.U6. 

liacerelJ JOur•, 

lllelon:rea 

lerbert h1a, 
A4Y1aer OD Iaten&U-1 

~oaoaio Affaire. 

to • .1001 of kJ as 
fl'oa PUla (puapbraae). 

!lla loaarule 

lal'f ICil'potllaa, Jr., 

84 
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r~or-11 ... -..~ 
,_, AIHI'loaa llllluer, ruta, rr .... 

Jafla llaf a&, 18•, 4 P·•· 

•• , lOOe 

Tlla followlq h oaaf14•Uala 

Tour Yan laalaalt lla4 l'Wloll n•ll •e, u4 ea14 that 

he halt 1101i ret reaollelt a 4eo1e1a. •• 1io wllnllu lle w01ll4 

go oa llh lpuiall .tuloa. le aa14 ~at llh oa.41 Uoae lle4 

not rn been acoeptelt bf ~e lpaniall pYUDMIItal aunor1-

u... llamllla1Mr lla4 1io14 Ill•, 011 tile o1iller bull, 1iha1i 

ner)'1ibillc w.a golJII alo11g eaUafaotorllr, &114 1ibat lle 

bel1ne4 bia coii4U1GDa [reference: .,. 1ielecru J o . 84& 

ot 11&1 15] would be acoep1ie4 b)' ~e lpan1U OOYeJ'IIIIODt. 

atJLI.m. 

IA:LWW 

·. 
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O~OUP ..:E~TiliG 

S2 
~:ay 27. 1939. 
9 :}0 A. l!. 

t.!r . Hanes 

;, .. Jr: 

;, . . Jr : 

Bell : 

H .. Jr : 

:o. • Jr : 

. en: 

!1 . 1 . Jr: 

L;r . llcReynolds 
Ur . Bell 
t.:r . Foley 
1.\r . Haas 
Jlr . Graves 
!.r. Duffi eld 
!lr. White 
l.:r . Gibbons 
l.:rs . Klotz 

Good morning everybody. I "ondered H anybody 
~d an expressi on to offer. Are you all f i xed on 
the Ho=e Orners Loan7 

Yes . Are you willing to l • ave t het to Gaston a nd 
to ue? 

Yes, sir. 

On t.!onday? 

Yes , sir. 

ue will mer ely say that so many hsve been tendered 
and arrangements have betn made to sell not to 
exceed $100, 000, 000 to Government Investment 
Account, and say nothin~ about which investm~nt 
account. The question ae to whst to do betv;een 
now and August 1, i s a question tor future dle­
cuaaion. I have a letter from t~ . Eccles asSing 
for detailed esti Q&tes of the cash position . ! 
do not know ~nether you wanted to ! ive t hose out 
or not . 

I would give t hem to blm to December }lst • 

Tbe whole thing or jua t the balanees? 

The balances . 

I have ..-rlt t en a letter. I dO not know whether 
that will sult you, (banding a letter to the 
Secretary) or whethe r I shoul d go over and discuss 
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s . u.Jr: 

Bell : 

H.: ... Jr: 

Bell i 

;;. M.Jr : 

Fol ey: 

!i. li . Jr : 

Poley : 

H. -..Jr: 

Poley: 

H.IJ.Jr: 

Foley: 

B.J...Jr: 

lhite: 

Foley: 

H. ~o.Jr: 

H.!!.Jr: 

White: 

H. l(.Jr: 

- 2 -

1t with b1a. 

I would do both. 

O. IC. 

Anything elae t 

That ia all I have, Ur. Secretary. 

Haa anybody else got anyth1ngt 

93 

I am going to see Berle at a qusrter after ten on 
that executive order on t he exchange control. 

You are going to be up on the Hill . 

I will oall him up. 

I never know what question• are going to be asked 
me, and you had better be there. 

All right. 

Unless you do not want to come. 

No; I would love to come . I did no t know you 
wanted me, but I woul d like to come . They printed 
t hat retraction. (Indicating on document) . No 
comment; just the l etter. I have a couple ot 
other things tor reference to you. 

No t just now. You can keep that. 

llhat paper? 

Soci al Justice. I am a aub~oriber. 

I do not think I will take 1t along. (Laughter) 
Bring i t up Wednesday. You can keep it. You can 
get Social Justice to r epeat t hat r etraction. 

Put it ln a t1reproot box. 

The British papers apparently have recent ly di s­
played an interest ln the Wagner l etter. There 
l s an article that appeared in the Financial Mew• 
commenting a t some length on the oor~espondenoe . 

You aaid Vandenbergt 
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rute: 

!! . ... . Jr: 

:oley : 

:r ..... Jr: 

:oley: 

i! . O:. Jr: 

lbite : 

n. L .• Jr: 

WhHe : 

H. t.I. Jr : 

~1111 t e: 

H. ~o. . Jr : 

i! . .. . Jr : 

lhHe : 

ri . o.. Jr : 

.. oReynolda: 

R. :r. Jr : 

- ,_ 94 

lragner . 

You •ve got JOur oand1dat .. a1xa4. 

I talked to Wagner yeaterday about atab1lization 
and re-valuation. He aai4 Glaaa ia 111, and he 
aa1d he had an underatanding with Glaaa that unleae 
Glasa calla a meeting by Tueaday or next week, 
then Wagner may oall it. I told him about Brown, 
and he said he would try to bring it up next week. 

I see. 

He asked me about Miller, and 1 told him 1 thought 
Yiller was all right. He aa1d he thOught so, too, 
but he dld not want to ask him point blank. 

Brown called me up and said he wanted to see 3e, 
yesterday or the dey before. Now, Harry, Herbert 
tells me he i s not quite ready on the coast guard 
thing. 

Yes . 

He said it was an in between point. 

A paragraph --

Does that mean you cannot be up on the Hill? 

Either way. 

I Yill be leaving by twelve; I mean I want ~ 
speech. 

You will have it. 

I vould also like to have you on the Rill. 

o.x. It is practically t aken care or. 

All right; and I want Dan and ~<Ale to go 
You will take t he financi al etuft down. 
you like to go up. 

up, too. 
!tao, would 

Surely. We have a commi ttee meeting going on, but 
i t ia going on all day. But t hat 18 all ri ght . 

You better go and ge t uo your aturr. 
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Bell i 

H.M.Jr: 

Bell i 

R. M. Jr l 

- .. -
I a• reaq. 

O. lt. George, 70u too, and Gene ot oouree, will 
COlle up. 

Ten o'clock' 

I .. going to leave 1n about tour s1nutee. 

(Meeting concluded at 914o o'clock A.U.) 

55 
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• stat.ent b:r Secretary lloraentball Before tbl 
.....,. and 111.w ea-ittee or tho JIOuM ot 

Ropreeentatine , • 2'1, 1939. ss-A 

1 appreciate this opportun11;T to appear betoro )"'ur eo.ittee to diacuaa 

dtll 1011 corWn brond fisclll problellla and oortain specific tax qu .. tione . 

TIIX proposnla cannot be discussed ()()lllpl'ehenaiTel,y except in relatinnebip 

tD our whole national end tiacal position. l'o are now 1n tbe llidat ot a world 

situation 'Obieh illposes on this OovernMnt a special reeponaibllity. We muat 

demanltrllto thllt n dmocratic governmont baa tho power and tha !lexibllit)r to 

Slll'rlve a prolonged crisis end chaotic world conditione with tbe strength ot ita 

rr.. imtitlltions nn1mpairod , Preservation ot our dl!liOCratic fOl'lll or gove..-nt 

<1'tCl" a long period of years requires, in lilY opinion, n fiscal program llllich h&a 

a fourfold objootivo1 (1) promotion or tree enterprise and private invest.ntJ 

(2) nttainMnt or Ml business recovery; (3) maintonanco of our public fi=ncea 

in • aound end unassailable position, nnd (4) a jUDt distribution of tax burdens 

a more <lqllitcble distribution of national incomo. 

Success.f'ul operation of democracy demands that all !our objectives be solid­

linked together. 1l1len wo consider lillY specific change 1n our fiscal progra 

ICUSt satia.(y ourselves that the c.hange INikea for a better and not a worse 

""''""·'llU~lon of tiiX burdens and ot national ineo,;.,, that tho change promotes 

doe~ not ret&rcl business recovery, end that tho change ..akes euier and not 

dittieult progress toward the estnblis'-nt of a balnncod relationship be-

revenues and expenditures, 

Full a~ of these objoctivea is d1.Uicult at beet. It 1a ude .,re 

~t'icult by " ncnr and 01111noua devllloJ*!nt in world att&irs - tbe armamont 

now gripping tbe illlportont nations of the world. OJ'eat Britain in the 

fiscal year is sperding $3 bill1on on ailitery expenditures, or u-t 

FerOent or ito ns t1.ona1 budget; ~anco is ~1ng over 40 percent of i te 

gov~ axponditurea to the some purposeJ Itnl,y, SO percent) Oer-

• 
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,..ey, probably fi> percent; Japan OYer 70 percent; and it ie ropcrted that Ruaaie 

has j\Uit authoritod an increase or about 50 percent in budget allowances for 

anouont. These huge expenditures nro being f'inanced lnrao],y br borrowing, The 

nco is bcc:ol!ling 1:10ro intense ond thoro is no end in eight, 

In this connection, it is interesting to note that in our budget tor this 

rucsl year oxpenditures tor natio!\4l defenso arc about 12 porcent ot total cx­

ponditurcs. For us these clowlopnc.nts !)rODent the dru~&or that they may involYo 

us in incroaood cost for national defence hero and that they may reeult in mon~ 

tary instability abroad and disruption of our co,.,roo, the consoquonces or which 

"" cannot !lilly predict. 

Ho propor solution of mv !Nijor problO!I:I facing thia pon=ont todq can 

be ach1ovcd w1 thout full consideration of the il!!pact on our country of the present 

international crisis . The WUlliatakablo ~icatioh of the intornatialal situ&­

ticn is that we should give serious attention to our futuro fiscal position and 

redouble our o!.t'orts t o attain full recovery, llil:b Mtional income and a sound 

fiscal posit.l.on are essential to c.doquatc national dotcnso , It 1e 1)8ainst this 

background that we rccxaclno our fiscal program. 

A tllndamental objective or sound !inance clcar],y is n balanced budget. 

Thnre ia, of courlle , no good reason '1111)' taxes lllUBt exactly bal~nco cxpondituroa 

in each apeciti c year tJ:ff11 more thAn in each month, each week or each day. Thoro 

aro pbrioda dur1.njJ 'llhich sound fiscal policy calls for nn oxceas of outgo ovor 

inCOCIO, and others when it calls f or an excess of inC<lOIIO over outgo. In a do­

P"'Sslon it 1a inoTitsbl.a that thore will be cktieita. R<m:nuoa decline at the 

8a:¥! tl.lle that t ho l'e<lcral Oo'reniiiiCnt ia called upon to aaauao inosC<~p:tble social 

Cconcod.c bur<lena , 

IC, howevor, deficits arc too long continued, tho depressive e!faeta ot un.­

tcnd to lllll<e recOYocy mora difficult , Tho aoquql to deficits in omel"­

l'enc:ios ehould bo surpluses during youa ot proapori ty. That was and ia ono ot 
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tb! .,..,..s J'111'P0508 of acoldnc to raise tho national i.ncc.l to a high level, thua 

.. .,.,.inC rcvonuo fll"O:>t ono~~~:h not only to end tho deficits 'llbich began 1n 1931, 

bUt' also to roduco tho public debt, 

In cnn;rins out our fiacal policy it wcruld be holptul to hcvo '""chinory 'llbich 

would 110rc 1'ul.l,y coordirw.tc our efforts . It is not tho prorogctivc of OilY ndmin­

istrativo Oc>pcrtmcnt to llldco suggestions to tho logislntivo branch or the Govc.rn­

Joellt tor tho COIIduCt or its t.ork, but I Ill> suro that you 'II'OUld llish me to bo fl-ank 

in CUCGCStins 'lft\YS of GU1'130W\ting difficulties rbich 1 believe oow attend tbe 

joint ortorta of tho ~~~ and l'cmls and l"iN!nco ec-J.ttoca. and the TroMury D>-

perta:nt. 

U , tor instMcc, tbe r;cys n.'ld For..., nnd Apprc;>r14tions C<m:dttocs of this 

Hou.oc and tho FiMilCC r.nd Approprint,lons Cornl.tteca of tho Sorw.tc could Jtcct • 
cech session cs one Joint Cor.wittoo on Fiscal Policy, to consider tho over-all 

ospccts or tho oxpondi turo and revenue progr41!10 , ei.l!lplificntion and greater er­

rcctivcnoas would result . Tho Budj:ot Act ol 1921 sot up a procedure for tho 

ordcrl,y torr.rulotion by the El<ecutivc of fiscal propollllls nnd for their submission 

to the Congress cs n unified budgot. r:o conparl!blo procodu.re hDa been oet up in 

Co:-cress for conaidcrl.ns rt.'VCnucs end c.JQCndituroa togotbor aa two intoJ=cU-·t.od 

Upcets of 11 •in&lo problCil. I bopo this Ca!nittoo will ~~groo with ..e thnt Sc.l 

auch innoYaticn 'IIOIUd icprovo the C'fiicicncy of the Covcrmcnt . lb' providing 

tor a prc:l.iz:I1Mry legislative considerc.tion of the over-ell picture or appropri .. 

tion and rovcnuo no~..surcs 1 t TIOuld gi\·e Congress n broll<l porspcctivo of tho state 

of tho Oovornnont ' • finances end ponnit a bettor ordered co<'rdinntion botwocn tbo 

cxoeutivc nnd tho logiDlntivo branches in thia field, Thio joint cormitt.oo 'II'OUld 

in otfcct be " lons through •mich ell cppropri4t1on and revanuo lliC< surcs cculd ba 

~ in routionship 00t11 to ..m.~t the Mt.icn nooda and to 'llht.t the nation ecn 

atton~ . 
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This comcittoo should have cont.!nucua lite for tho purpose of activol,y stud,y­

inl tisul problC'.s bctncon as moll ~a durizlt acasi one of Cor. gross . '!'he Troaeury 

l):pOI"tmCJlt would, of course, cooporutc in this = rk to tho tull oxtont th.nt tho 

CQmittco desired. 

TINS fer I h..-ve docl.t w1 th t hB .tinencial problccs of tho Fo<lord Gov~r11:10nt 

clone, Ylc must rotiOI"lbor, htwcvcr, tl:r>t with thB best conceivable Fodoral fiscal 

plan 1n opcrr.ti on, lTO otill woultl hnN touched less th.nn half nf thB tax prcblcc 

w111ch ccnfNnt~ t hc =t1on , Al.ooat fiJ porcont of t he total t4x revenues of thB 

country nrc collected by atntc and local governments, 

Ill the last five ycr.rs ,., havo ~;1-vnn soriou.s study to the problcns croato<l 

by Fodcral...Stato tax confli cts. Tho eu.e pro~laos luld bcon recognized by our 

pr<.dcccssor s . It is 1'\Y bcliof tha t '"' shuuld tnl-:c stops without dolay t<' IMico 

l'>eso studies offectivo. I sug;;.cat th.nt Canvass create " snall tc.:zporary 

1111tional comissinn to r eport t o Congress as oQon "" f oneiblc on tho vnrioua 

upeots of 1ntcrcovornocntal. fiscal policy and propcso a plan f '>r tho solution 

• t tl'.o probla::s involvo<l. SUch a co=ission should be node up of r.en of ability 

wl>e. cOJ:lnlllld t ho hi[;hoSt !)(>Ssiblc public c'lnfidence, who aro faniliar vdth fisenl 

J>I"C>blc::.s, but 111» T1ill represent tho public ct lArgo. r r.thcr than particular 

govormcntnl un1 ts . 

Ovorla!>;>irg and c' npotin(l u.xos have gTOTm in nul:lbor ll1ld size cs both 

Tcd:lrtl ~ stoto govorn<'.l!nts 1-.liVC aout;ht now rwcnuc . Gr=ts-i n-n.id arc bo1ng 

dcr-JW!od of tho 1"odorr~ Oovcrnt>Cnt 1n 1ncrons1ng emounts . Tho results of this 

fucal s i t unt icn 1li'O 1ncre~inel,y unsatisfactory to beth etato and cunicipcl 

&Werr::xmts and to the Fo<lcrnl Govor=cnt 1 
Md aore and nore blll"dorwar to t4x­

peyors . The rcCOIT.cndlltions of suoh n cocr.isoion should lll!aist uo in cchioving 

• aoro ordarl,y roltltienDhip tx:twoon the Jlrxlcr&l, Stcto end locd fiscal syata:a. 

, 

.. 
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ThuS ter I have tcl.kcd about two fiscal aatt.cro or great iaport.ancc. Lot 

• turn rY1fl to core specific quost1oru1 of Fcdoral t.oxation. 

I desiro first to rei tornto two tax rocoancnd.ntioos which tho Pruidcmt. hao 

altetd.Y Dildo and a sugsest.ion which the TroiiiiUl")' hna presented: 

1. In his Budget lloaoago of Janunry :3, 19:39, tho Prcsidcmt r<Jcor.unded 

thAt eongrcss extend the niacellruleoua internal ,.,....enue taxoa which under exist­

l.ni U~r will expiro in June and July 1 and Nil'ltail'l the current rates of those tax.­

cs which othorwiao would bo reduced in June. 

2. In his aessage of J=nry 19, 19:39, the Proaidcmt rocotJ"lCnded legislation 

aalcl.ni all gcvernoont salnrics horcaft.or e•.rnod and interest on all govorment 

securities berca!'tcr issued subject to Federal and state inea:e tax J.swa. That 

port of t l>.ia rccor:nondation deal.ing w1 th govornr..ent oo.larios , I ar.a pleaaod to 

note, has alraad,y been incorporated into law. 

) . In ey statonent of J.!arc.'l 24, 19:39, I presented for your cMSideretion 

four altornGtive r ate plllllll for nld-ago insurance cor.tributions during t ho nezt 

three yenra . 

Evan thcui!h n cOQPrehcnsivo revision of the tax structure 'probabzy will not 

be fco.sible nt this til:le toot fact , in ey opinion, should not restrain your C<>a>­

mttoc f'rcQ l:iving serious "ttont.ion to I'CI!IOVing trca the tax l :ms o:ny Nnifest 

inequities or other defects. 

!leforo apcc1..fyine t ho tnx pmnsions which I bellcve deserve your apccial 

attention at this tiDe I wish to emphasize tho 1nportonco of r.~aintaini.ntl the 

present revenue in e.ey tnx revisions which N,y be Mde. i.e rmst l'l<Jt !erect that 

ono ct tho 1c;>ortrnt objectives of our fiscal prq;rnz> is t o approach a bo.lanco 

between revenues nnd expenditures . For this reason e.ey tax reductions must be 

Oft!Ot by tax incrcpoco. U tax revision r.crc contincd to tax reductions the re­

SUlting uncertainty ns to our tuturo fiscal posi tion would injuro and nnt help 

business. Wo should take no stop which the publlc ~~~q interpret aa DOring ttrraY 

t'rar: the objective of a bol=ccd budfct. 
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111 .u..cu•l.Dg the ol.-nW or fMWiw ot the ta .,n.. 'llld.oll 7011 1111:1' wtA 

to ,..,exadne, I eh<Nld lib to ob••it7 tt.\ r~ 1Dto tbree ~· 

The nrst crouP 1Deludee tutarw 'llld.cb hlmt bee oharaoteriMCI u l1lreq to 

hinder buaincee oxpaneion and i.rmoe~. 

One aliCh feature ie tho abeence of )r0Yiei011 in our U.O.. tax laa tor 

carryirl(. OYOr net bueinoes loeeo1 to be deducted !r<& bueine•e prot1 te ot l'latur. 

)'C&rs. ThO profits or lo••'!• ot ench :ycar are considered wi tbout ret~ to 

those of aey otlklr year . rn conaequomco a bueineea with altcmt.t1J18 profit and 

lots~ ~'ll higher tazoe over a peril'(! of )"8ar8 than doea a buineaa with atable 

profits althoul;h the nvor"'le inc<= of t.'lc t..-o t ime ae,y be equal. New tllltel'­

prisea e:nd the capital flOOd• industriaa arc especiall,y subject to wido tluctua. 

ticns in carnl.Dga. 

As a oocond exa:..plo, I ahould alae l1ko to cention the quoetione of iax- t 

exmpt. accur1t1os and eurtaz ratce in the hi«)>er brnckote, Theea two queetiona 

•heuld be considered tojlother. 'l'ax..e>amption ot eecuritics is h1gb4' inequitable 

and tends to l1llll11'y our pro~eeivo eurtaz rctos. Voat pereons subject to the 

hicb llllrtaxes heve ebablo holdinGs of Ccm>rntl8ntal eecuriti ce which ~ld t'­

an in.-. tree tran Federal incODe tar.ation, while other pereone ontircl,r t•cepe 

tbo hich ~urtazes 1n t.'WI r>enr.or . Trx cxenption ol.eo operntos llS a magnet wtlicb 

pulls ponona eubjoct to hit;h income tnxee t:wcy tr011 invoetmente 1n private 111»­

illess. 'i.'e should cy ell coc.ne peas leg1elaticn to Jllllke 1 t . illlpooeiblo 1n the 

future to ieauo 8lV 1001'0 tcx mcmpt eocuritics . 

l'bie bavin& been ecccnpliahod tirat, it would then be fair and locioal to 

'-1ne tho question of whothcr the present surtax ratce en VOlT large inec.ea 

U¥ 110t be eo high tllet tllO)' diiC?W'"{;G the lJJd ted IIUI!Iber of inelividwlle IIUb,lect 

to thou trOD toldnll nomal. bueineae rieke • 
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In 3 second r;roup r.rc fe".turcs of our tnx ")'Stlm which M'le been referred 

to ,_. •tt>< irritants" . As an cx:u:tplo I r.ould mention the undistr il)uted profits 

tliX . In its pr-esent fonn, thi~ tt->: is unir.tportant nnd ~oes not accomplish the 

object ives or tho or:tcinal proposnl . The tSJC produces littl e rovcnue Md has 

Uttlc effect on busincas , It h:1s :>cquirod pr~r.linonco ea n osyc~·ological irritant 

1argcl3 be cruse of the wideoprcad anc!. cnoticnll1 critic ism v:hich hns been directed 

t.oainst i t , Ono of U.o objc.ctiv.-,s which tho law soucht to attain -ns to prevent 

the ~void•ncc of tho personal incoo:c tnx thrcuch tho r etention and "ccw:ulation 

of c>min."s by corporeticns , T~ i s sti ll &!1 1.-,portant , and to rcy oind, a sound 

objective . Tho l <!\T in i ts present f e rn doca n<>t ottl>in i t , Since tho income to.x 

on corporrtions , of r:hich the undi stri!>utod pr ofits tr>< i s o rJ.I)cr segnent, cJ<­

pires by i to ov.n tomB :>t t he end of th!.o ;.rear , your eor..'llittce sheuildeal rlth 

this problon. The Troo.rury, of course , st:lndo r ord;Y to Ylcrk vlith you en it. 

Another ox.a~:~plo is fo-.:nd in tr.c ca. pi tel stock tox end tho related excess 

profits t.o..~. Under the present lrw the capital stock tax is bnsed upon " declared 

copit.lll ~t<•ck vl>l.uc llilich the ti>XJ>'lycr n&:l rcviao every three yenrs . ThO declared 

value eo;,• be &I1Y ticuro that the ta.--.peycr desires to subc1t regardless or tho 

zetuol vnl•Jo ,.,f t.ilO s t. ck , ThO ~cess profits tax applies to profits in excess 

cf 10 ncr<>Jnt of INCh " dcclnrcd vl>luc, The t r.xos Cll'O thus riot really tnxes on 

tho vrluc or c:>pi tl>l stock or on excessive profito. Their oajor defect is thnt 

they operrte very orr~tically , Tho tax licbility they ir.lpCSO dcponde on the tlll<­

peycr•s nbUi ty to forocnst profits !or the next throo yonrs ns rrcll as u:x>n t ho 

t.ncunt or profits nctul>lly rco.J.izod durinC cnch of tl:c three yonrs, Fcrocr.sts of 

earnincs 11.."0 p:u-ticulr.rl,y difficult to r.cl<o in the cnso of new ~inesscs and 

ilnso ..i.th unstable il"lCOOCs such "" the capi till cooda industries, with the rcsullt 

\hot \.exes irlloacd O!"l :mch businesses arc at ti.ocD inorc!.in"-tol.Y r.i&h• 
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1'!lero io a third ei~tocory of tax probl"""' new being widel,y discuasocl 'llhich 

ruses questions of tax oquity • The TreP.aury has alrc~ l'IOrkcd on these probl"""' 

and iJ your Comi ttee oea l ros, our ataf:!' could continue these stucliea in colla-

• . 
boration with the Coollllittn, poasibl,y with a view to action at a later session. 

An exa::pla is the limitation """ placed on the Oeduction of corporation 

capital losses . Uncler the present ) IIW an exceu o:!' corpo.rate capital losses 

riVBr capital gains can be deducted !rom ordinary ir.come onl,y to the extent of 

$2,000. 

In the consideration of possible changes in the parts of the tax structure 

j .. t 1110ntioneo, it is eesential to bear in mind. that most of thel'l would result 

ln reducti ono in the revenu&-prociucine capacit:; o! the tax OJystem. I have al­

rudy eq>hasb~ the illlportance of not penoitting the revenu~>o-producing power 

ot the tax system to be reduced at this time. Accordi ngly, With the adoption of 

IJif such changes involYing loes of revenue there should be associated reve,_ 

produeing reviaiona . Altbo•~gh this probl011 is difficult, it is one that IIWit bo 

laced. The taxes rosortod to for replacing 111\Y lost revenues should have tho 

l out harmtul effects on business and should em tribute to ereater equl. ty. They 

•hould not ch:mge the relative Oistribution of the tax burdon bct'II'8Cn broad groupe 

ot taxpayers and espoctally should not plllco adclitional burdens upon consumers . 

Tho subjects I have diocuaaod aro for the most part confined to a limited 

·~nt ot tho tax eystem. I do not consider the:~ as constituting an adequate 

JII'Oer"-'> or tax revision. Such a procram can be developed onl,y t hrough long con­

ti.IIU£<1 study and it cannot be static but must be adapted to changing conditions. 

But tho general linos along which Federal taxation aJvuld d070lO.P 1" the 1\lture 

&J)IIOar to be quito clear. 1Jo ought to incretso the part plqed by Oircct taxoe 
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thO~ can bo .ado to talco ~>coount or ditt~ in the abllitioe ot 1.ndi'l'idula 

\0 suwort QoVct'fiiiOnt, This monn.s that we el".ould ondell't'Ol' to l!l1n1Jds() the 'Q80 

! .anutocturora ' oxoieoa and other cOIIIIIOdity toxoe which tone! to be abitto<l 
0 0 

i!it"ctlJ tc conaumora 
1 

puttin8 tbe emphaeia on tnxee beao<l on capaoi ty to pq • 

SI>Ch roviaion would tncilitnte coor<lin11tion ot Fo<lorl1l with State and local 

I.n concluaion, ponoit mo to arq that ono of tho Njor tuka 110 h.."VV before 

.s 1a t.o <1o .,.,orythin& "" can to pr<aOtc la.atine buainoas rocavery, With th1a 

rtillUJJPOnooat in rq a1nd I woulc:l like to rcpoct ,_with the eue <loop comric­

Uon wbct I eci<l in llovocbor 
1 

193?: •Tho bnaic ncecl to<ltq is to foetor the tull 

applicaUon or tho <lr1vine force of pr1vctc capitl1l. l'lo want to ace capital go 

io\0 the product1vo o!wmela of privntc 1ncluatr't• 'll'o wnnt to eoe private business 
0 
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TREASURY DEPARTMENT 

INTP OJ1'1'1CK COMMUNICATION 

llay27,~ 
TO 

,., ... 
SUbJect: 

seore?i..orgen~ 
llr. Baa 

Proa oa. ot PrO{)OHl to Raduoe 1'reaau17 
Bill Otteringa troa 1100 Millions a Week to 
t50 Mllliona a Week and Raiae t500 Killion• 
in lfn lloney through a 5-Year !iota Iaaue ill 
the June J'1nanoing 

I 

Euent1ally, th1a ia a propoeal to refund t500 llllliona 
or outstanding Trea1111ry billa by 5-year notes. The retire­
ment or the bills would take place over a period ot ten 
weeks, whereaa the note 1ewe would add t500 .Ul iona to the 
caeh balance at once. 

II. ~ 

1. !be market tor Government aeouritiea appears to be 
exceptionally atrong and would probably be highly reoept1Te 
to a new a:oney tinanoing. !be 1'reawry ia not in a perteot 
position to take advantage ot th1a taot beoauae ita preaent 
worki ng balance is already in exoe .. ot t2.3 billiona. It 
could take aoiiB advantage ot the atrength or the llal'ket, 
however, by adopting the wbjeot propoeal; tor th1e would 
have the etreot ot converting aborter-dated debt into 
longel'-dated debt, thereby preeerv1.ng and e nlarging mort­
term borrowing pa.er tor eMrgeno1ee and tor relatively 
Ught 1110ney Mrkeh. 

2. The TreaiJill'7 oould obtain 5-year JJI.One)' at an i n­
terest rate ot about )/~ ot one percent. While th1e rate 
1e substantially h1gller than the rate on 1'reaeury billa at 
the preeent t,._, there 1e alW&JI the poea1bU1ty that over 
a 5-year period b1ll ratu could r1ee above 3/4 ot one pel'­
oent tor a wtt1o1ent period tc Mite the average 1ntereat 
ooet h1gller than on notee: whereae the ule ot the note 
lseue would ~ewre the 1'rea1111ry ot an 1ntereet coat ot no 
more than 3/~ ot one peroent onr the 5-year period. 

-

• 
.. 
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seoreta%'7 JfOrpnthau - 2 

J, The 8bupMoo ot tbe 1'111 1n tbe pl'iooo ot OoYo~ 

aent .. ouri Uoo 4ul'iog tb8 laot tn • ooko oatlaral~ Nl.ooo 

tbe question whether aa ullhoalth)' opoGU.latlYO ooll41t10D 

1111gb t not be bu.U t up b7 further auoh a4•aaoea. It tbo 

June nnanolog 1nolu4e4 a nn 110M)' lloue ot t500 111111ono 

in addition to the rotuDIUng ot tl» loptolber note •tur1 t7 

ot $427 1111111one, 1t waal4 tend to ezort ooM rootN!Illq 

influence upon the •rkett wheroaa thl intluenoe ot the 

note retundlng alone would be ••rT a&oh all81ler. 

III. ~ 

1. !be present voluae ot +roaeuey b1lla 11 alroa47 

exoeed1ngl7 a.U 1n rolation to tbe 41-.nd. !b1o 11 ••ll 

evidenced b7 the taot that bill aone7 ia now coating tho 

Tl'8Uill'1 onl7 . 005 poroent (tin one-thouaan4tha ot one 
percent), d .. pito the tact that the peak ot the tax deand 

hae pe.eaed. The nl')' bisbeet week17 rate (anJ'I88 ot 

accepted bide) on Treaeuey bUll tbu8 tar in 1939 waa 

, 025 percent (twent7-tive one-thouaandtha ot one peroent) . 

2, A ro4uotion in tb8 •olu• ot Troa8Ul')' billa would 

oonniot *1 th the legi t1-.te dea1ree ot the ~~arket. 'lbU.e 

the demand tor the purpoae ot a•oidlng State peroonal 

propertT tazea 11 ot aoae lmportanoe, particularl1 dui'1Dg 
certain aontho ot tbe 1ear, the groat bllllt ot the de-.nd 

tor '1'rea81.1l')' billa i8 a leg1t1aUe deaaad that O&DDOt be 

aatht1ed ao wall b7 5-1•ar notu. It thl amount outotanci-

1ng were rodl.loed b7 t500 aUUona, 1t 11 doubtful that the 

tax avoidance U81 ot TroaiW'1 bUl• would be d11111n1ohod at 

aU. It 11 tbe banking uaa that WO'..Il.d bo .oat atteoted. 

11th the proaent bup volu.. ot exoeu reaerveo, an4 

the eaell oapi tal-depoai t ratioa ot ballkl, the bankina · 
ayatea needo a largo •oluaa ot ohort-tera open-.net 

paper. The oo•eroial 't'Oli.IM ot ouoh paper baa b"n re­

duced to 't'll')' a.U proportiona, therob7 1noroaa1ng the 

deand tor Troa1UJ7 billa, part1oular~ on the part ot 

large aetropolltaa ~. !he Open Market OoMJ.ttH ot 
the Federal R11ano 8)'atea 11kewlae daairea to bold a ooD­

aiderable volu.. ot woh billa an4 weloo.aa aubataatial 

holdinga theroot 1n tbe -.r~tet beoau .. , 1n the op1n1oe ot 

the aa .. "' ott1ciala, tbia pro110tea the &:r•t••'• abU1t7 
to aob1eve a nonble oontrol ot bonk orodi t . Wb!l.e ahor'­

ter~~ notea aerve tale .... purpoaea ap Troa81.11'7 billa to a 

l1a1ted extent, a 5-J•ar note oonot1tut11 a ••1'7 poor 
banllng allbatituto tor a !J0-417 b1lle 
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Seoretar7 lllorgenthau - 3 

3· At the preeent rate of .005 percent, $500 a1llion1 

of bill 110ne1 ooeh the Treasury about $25,000 a :rear. The 
eaae amount ot 5-rear notee at 3A ot one percent would 

ooet the Treuu.ry 150 tiaoe u auoh, or $3,750,000. It 11 
true that bill ratu aay riee; but it may be noted that 
eYen 21 11onthe ago, when the total and exoeas reaerYea ot 
the banking aretea were eubetantially leu than they are 
todaY, and when the Yoluae ot 'freuury billa out1tand1ng 
was double the present Yoluae, 129-dar Treaeury billa ware 
being sold at .21 percent. 

4. '!here can be little doubt that the market would 
welcome a doubling or eYen larger increase in the existing 
Yolume ot Treasury bille, whether in an emergency or other­
wise; and that a reduction would eYoke oritioiall in banking 
circles. So long aa tbie need exists and oan be met by the 
Treasury to ita own adYantage, it would aeea to be desirable 
to aaintain an aaple yoluae ot Treaeurr bills as a quaei­
permanent part of the public debt. 

'!he adYantagea to the Treasury or the propoaed reduo- II 

tion are of dubiou1 practi cal iaportanoe. Between now and 

the end of the calendar rear, the nol'll&l prograa or the 
Treasury will call tor the raieing ot a considerable aaount 
ot new caab, and, ae1Uil1ng the antioipation by three montha 
ot the lilaroh note maturity, the refunding of an aggregate 

ot $2,331 a1llione or !reuury notee, ot 'tWhioh $l, :HS ail-
lions repreeente the March maturity. The uae of the present 
strength or the market to eubatitute notes tor billa would 
not forward this prograa. Finally, only a doubtfUl degree . 
ot reetra1n1ng etteot upon the Treaeury bond market as a whole 

can be expected troa euob an operation under present oond1tion1. 

IV. Conclueiona 

Our oonolueion il that thie proposal ehould not be 
adopted. 
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Jll(Jr: Ob, :rea. 

OPerator: All rigbt. Oo ahead. 

HMJr: 
P. W. 
Parker: 

JlMJr: 

P: 

Hello . 

Hello. 

Mr. Parker' 

Good morning, Mr. 8eoretar:r. 

Jll(Jr: I enTJ JOU on P1aber•a leland. Ia it oold up t here' 

P: Vall, it ia. You know, :rou'd be aurpriaed the -- thla 
morning ia Just about -- 1 abould aa:r at leaet two or 
three veelta beb1D4 Rev York. 

JlMJr: Ob, tor beanos aaltss. Could :rou talk a 1.1 ttle loude~ 

P: Oan :rou bear ••' • 

!n!Jr: Not ver:r well. 

P: I ea;r , I'• oalllog JOU lo aoaver to 
your questions about a month or t hree ~aelta at leaet 
behind Rev York oitJ, I ehould ear. 

Hl!Jr: 

P: 

H!'.Jr: 

P: 

Hl!Jr: 

For beanna ealtaa I 

Vall , a1r , I - - I suet apologize t1rat tor not baTing 
been able to report any earlier, aa I u - - tb1a 1a 
at1ll an iotena report, we'll oall u. 

In' 
Our people baTe been in touoh w1 th - - with at leaet teo 
or a doaeo people and I'•• 1oterT1eved three or tour 
men on tb1e China tllet bu.tne... And it w .. onl:r 
:reater4a:r -- and attar I lett llew York, Mr. John A. ar­
the Preeidant or the Seooo:r Vaouua, vee able to get in 
touob with thia big -- tb1a big tran~rtat1on oompanJ 
ot Cb1oago, the Eeeahlo bpl' .. l Ooapaor 
ot Chicago. 

I -- I -- a aan -- 1 torget the head .an'• naae - ­
p o l1Dak1 ol' aometh1ns' 
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? : Jaclt Keeshl n. 

!l)!Jr: Jack what? 

P: Hle name 1s Jaok -- Jack Keeahln. or rou mean Mr. 
J. A. Brown1 

H:~Jr : No, I mean Keeshln. That• a t he fel low, res. 

:oo 

P: Jaclt !Ceeshln. Well now, we -- we have developed some 
contacts t here and -- and l~r. Brown saw Hr. Jack Keeshln 
yesterday. Tha t -- that firm , you ltnow, ei~ is probablJ 
t he biggest opera t ors ot private fleet plants in t he 
world. 

!C!Jr: Yeah. 

? : And he -- ~s . Brown called me last night , and Hr. Keeshln , 
he -- t he romance ot the Job appeals to hlm verr ~oh 
and he 'e asked~ . Brown t o give hlm two or three days , 
and he -- he -- he thinks that he poeelbly oan di g up 

HHJr: 

P: 

tmJr : 

P: 

~Jr: 

:C~Jr : 

P: 

!!!·!Jr : 

P: 

'lv.Jr: 

a man . 

Yeah; well , tha t ' s f i ne. 

You know that -- that -- I wa.nted to tell you that first. 

Yeah. 

Now, in the meantime, I have -- I have developed two or 
three other prospects that I t hink might, at least fit 
in to the -- to the organization. 

Good ! 

!Ceeehin is the nucber one man. 

Yeah. 

But I particularly -- I vaa particularlr i mpressed by a 
General Br yce P. Disque. D-I-8-Q-U-E. 

Yeah . 

... 

Now General Disque i s-- he ' s 59 years old. I ' l l give yo 
t he -- give you the worst part of him first . 

Yeah. 
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p: But be -- be' • a retired Ara7 ott1oer. He' e -- be cue 
up troa b J'&llke , 

!!l(Jr: Yeah. 

p: but he retired 1n 1919 troa the Aray 
aa -- ae a Brigadler Oeneral. 

!!MJr: Yee. 

P: And e~noe then be' s been -- well , be ' a -- he wound up )lla 
war record. He' 1 the un that organhed all or the -­
the l1111ber -- the l1111ber tranaport •• .• 

l!l'.Jr: Oh, yea. 

P: , ..... Out in Oregon during tbe war. 

l!l'.Jr : Yeah. 

P: And be-- be'• also been i n the Philippine Ialand&, I 
underetand. 

HJ.!Jr: Yeah. 

P: He'a been 1n t he Army about twenty years. 

Hl!Jr: Yea. • 

• 

P: Be' • a Yerr rtgoroue old fellow and be tell a ae that all 
~bGit~ore d1ed in the ninetiee When I d1eoueaed hie 

El!Jr: 

?: 

HJ.!Jr : 

P: 

l!)!Jr: 

P: 

l!JI.Jr: 

Yeah. 

He-- ba ' e bad a lot or experienoe .in Juat the line tbet 
ve' re looll:.ing tor. 

Oood l 

Including road experience and that aort of th1pg. 

--
Good I 

And be - - be -- I talked nth bia Juet before I l ett 
N.w York reete~y and I vaa Yery faYOrably iapreeeed 
vitb him. An4 he, etnoe thea, bae been 1D the printe 
tranaport bue1Deee. He va e ·- be vas a dlreotor of one 
of the big tra~Wpe~rt OC)IIllaDill in New York, 1Dolud1ng 
the United 8ta1;ea 'l'J'uok1ng Ooapall1o 

Ob, ,.. •• 
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He tells me that he 1s -- h1a salary since ·h e got out ot 
the Army has averaged about $45,000 a :year. or course, 
I made no ment ion ot ealar y . 

ro:Jr: Yes. 

p: I told him what you had said, but I didn ' t give him your 
name. 

!!!!Jr: 

P: 

Well now look, I'll be baok ~/edneeday. I don ' t know, tor 
some reason or other we have a very poor connection. 

You can't h ear me? 

;.~:Jr: And I don't hear you terribly well . And could you give 
me a more ful.l report on 'rlednesday1 

P: Yea, I t hink I can. Although I don• t plan to return to 
New York until Wednesday myself. 

!''<Jr : \I ell , could you have somebody dictate me a letter or some­
t hi ng? I - -I don't know what' a the matter with t his phone, 
but I can't hear you. • 

P: You oan ' t hear me now? 

Hl!Jr: Well, it ' s very diff i cult. 

-=>: 

Hl!Jr: 

?: 

!!!'.Jr: 

?: 

P: 

!C!Jr: 

P: 

Well, I ' m sorry. I - - I hear you perfectly. 

Well, isn't that funny. 

Yeah. 

I bear you better now. 

Ua i t a mi nute, ay phone 
Is that an:y better? 

Yes. 

~/ell , I ' m sorry. 

t/ell not1, 1t you want me to oontaot t hat General? 

Well , I-- what I would suggest, Mr. Secretary, that 
through your Army connections , you could obeck up on 
hie -- on his reeord. 
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HY.Jr: 

Yeah. 

HU A.raJ record. 

Yeah. 

1CJ 
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P: And I would -- I would aleo •usr•' that .,ou wait uatll 
I c&n get a -- a apecltlc repor troa thle chap lteepn. 

i!l!Jr: Yea. 

P: 
Becauee I -- I'• ver'f bopetul that -- that be could do 
aometblng. 

P: 

HMJr: 

P: 

ll!!Jr: 

Now mat 11 thlB General.' a naaaet 

General. BrJoe P. Dleque. 

BJ"fCet 

BJ"fCI P. -- B-R- Y-0-E, Bruce; •p• tor Peter. 

Now wait a minute , I don't -- I get the Fleke. 
F-I-8-lt-Et 

P: A-B -- Br1oe. 

I!Y.Jr: lfell, mat' a hi a laat naaaet 

P: D-I-8-Q- U-E -- DUque. 

HMJr: r-...... . 

P: Dleque 

~~~r: What'• the tlrat lettert 

P: D --•n• tor 

H:~Jr: •s• llke in babJt 

P: No, •D• - - A-B-0-D . 

HMJr: •n• •.... 
P: 1>-I-8 ••••• 

I!}!Jr: 1>-I-15 •••.• • 

Q-0-E. 

• 
Ie t hat 
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!!!!Jr: 

P: 

!!MJr: 

P: 

lll'.Jr: 

P: 

w r: 

~: 

P.l'Jr: 

P: 

ID!Jr: 

P: 

mtJr: 

P: 

:tMJr: 

?: 

!'l!Jr: 

P: 

!i:!Jr: 

P: 

P: 

- 6 -

Nov, eee it I've got that r i ght. 
Doroth;r -- I-6-Q- U-E. 

Right . 

Now what • a his first name' 

Bryoe. 

It ' • •n• 11ke in 

What what l etter or the alphabet' 

•s•. 
General •a• ..... . 
R- Y-C-E. 

B-R- Y •• •• • 

0- £. 

Bryoe. 

Right! 

General Br;roe Disque. 

That's right. 

Now what ia be doi ng no¥1 

Vall , be hasn't an:r Job Just at the moment. 

Vall then, I can cbeok up on him through the ArQ;r. 

That's Just what I vas suggesti ng. He resigned in 1919 
attar twent;r ;rears ' service. 

Right I I can do that right away. And you think ••••• • 

I have -- I have two or t hree others tha t - - that I have -
t hat I have interviewed t hat mi ght be possl blll tiee. Not 
tor the number one Job I don't think. 

But you t hink this General Dieque might do it' 

I think be might do it. Of t hose t hat I have oanvaeaed 
eo tar , he's the outstanding man. 

Regraded Unclassified



IO(Jr: 

P: 

BMJr: 

P: 

f!I!Jr: 

- 7 -

R1gbt I Vall, I'll pt 1a touoh WUh hnell'al Cralg rllbt 
awa7 Ul4 haft h1.a look h1.a IQI• 

I think that would be good, beoaaae I baYe no W&7 ot 
oheok1DS up h1a Ani)' record. 

Right. 

I -- I'll get 1n touoh wi'h 7011 again, it JOU eo deaire, 
Juat a a e a r 1 r Vedne ada7 U I haft an;rthing aore on 
thU. ·I think 

Well, I'd appreciate 1t it JOU1d oall ae Ve4nead&J after­
noon. 

P: All rigbt, air. I ' ll 4o that. 

EY~r : I ' • Yery a uch obliged. 

P: Well, I know -- I ' • delighted to be ot aome a erYlce , but 
I 111 afraid I haYen't been .uoh help. 

l!!!Jr: Rl.ghto I 

P: You wouldn't be interested in a Britilher. 

HY.Jr: No, no. 

P: I thought not . 

BMJr : No. 

!' : I had -- 'here 'a one Br1 t1ebar been in here who did a 
a1111lar Job in 'he laat war . 

Rl'~r: Mo. 

P: But I don ' t think -- he wou14n 1 t be an7 uae tor the 
DUIIber one Job. 

l!!!Jr: Ro, we want a - we want 'hem u.s. , and oonUnue to haft 
them bU7 u. s. gasoline. 

P: Yeah. Wall , I ' ll oall you again on Ve4neadaJ afternoon 
then. 

!!)!Jr: ... __ ._ h 
• ._..... JOU 80 DUO o 

P: 
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!!!'.Jr: Hello. 

Operator: General Craig. Go ahead, 

Jli-!Jr: 
Gener&l 
Ora1g: 

KI!Jr : 

C: 

C: 

F.HJr: 

" · .. 
!!llJr: 

0: 

II!·!Jr : 

C: 

fl!Jr: 

" · v . 

'!l-!Jr: 

' • .. 

Hello. 

Good morning, •tr . Seoretarr. General Craig. 

Good morning, General , I' m atraid I'm liVing up to my 
reput ation that the President hal given me, as the moat 
per oietent ouse t hat works tor him. 

As t he most What, s1r1 

Psrs1atent. 

Oh, a.ll right. 

I have been given t he name ot General Bryce Disque. 
D-I-8-~U-E. 

Yeo, sir • 

Who retired trom the Arm7 in 1919, 

Yes , sir. I know him. 

As a very likely tallow a.nd a tallow Who at this moment 
does not have employment. 

He' • one Whom I have not collllllunioated w1 t h, sir. 

You have nott 

No , sir. 

Well, would you t hi nk about H. 

I 'll do it - - I'll do it toda7• 

HI!Jr: And I ' ll be back Wednesday, and I'd 11k.e your recommenda­
tions. I understand he handled the lumber transportation 
i n t he Northwest during the War and did it very ably, 

0: 

ill!Jr: 

I know him ver:r well and I -- I don't know vhy I missed 
him because I ' ve had a letter rrom him within two or three 
month• ask.1ng tor something or other. 

Yee. 
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I'll eee what I oan do, 11r. I don't • • •••• 

It you ltDOw h1a well, bow do )'OU regard b111t 

107 

Well , be -- I know b1a a1 a Cavalry Otf1oer. I wae 1n 
the Cavalry formerly,ae a pretty asgre1e1ve man Who 11 
largely looking after nuaber one. 

ll)!Jr: Uh-huh. Well~ •••• 

"' .. 
!il!Jr: 

C: 

lll!Jr: 

lll!Jr: 

0: 

!il!Jr: 

0: 

At the same t1me that does not mean that he 1a not an 
excellent otf1oer. But I mean - - be -- be came f1rat. 
But that's long ago, Mr. Secretary, be may have changed. 

Vell •• .•.. 

I ' ll oheok that up t1ret thing and you want me to let you 
know on Vedneaday. 

On Wednesday. 

Very good, air. 

Thank you ao much. 

Thank you, e1r. 

Good b;ye. 

Good bJe . 
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J'roa I IUu LolaJ.pA f. . /.. . 

!be total. naber ot WPA workers 

OD Jla7 1.7, l.9J9 , 18 2, 61.9 , 1181. 

!be deoreue tr~ the week en41Dg 

Jla7 1.0 to the week tn41DC Xa7 1.7 wu 

,S,O)O workere. 
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WORD I'JIOCHID8 AJilDIII!U!IOII 
1Cuaber or Vorbre lilplOJ'e4 - VHklJ' 

UnUe4 Stat .. 

Septeaber 3 
Septeaber 10 
S.pteaber 17 
Beptnber 211-

0otober 1 
Ootober ~ 
Ootober 15 
Ootober 22 
Ootober 29 
1Cona'ber 5 
1Conaber 12 
1Conaber 19 
lloveaber 26 

Deoeaber 3 
Deoeaber 10 
Deoeaber 17 
Deoeaber 211-
Deoeaber 31 

1939 
Januarr 7 
J anuarr 14 
Januar,- 21 
J anuarr 2~ 

hbrUal')' "' 
J'ebrual'J' ll 
hbrUal')' ~ 
rebruarr 25 
Xaroh 4 
Xaroh ll 
Xaroh ~ 
Xaroh 25 
April 1 
April 5 
Apr1112 
AprU 19 
.Apr11 26 

X.,. 3 
X.,. 10 
X.,. 17 

aouroe: Vorka Progr .. • .A4a1111etraUon. 

!/ Oonfi4e11Ual.. 

1:!0 
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... JWM 7 fPID!Pit?D ._.,.., ....... ~-~ 
1Jil1W4 ...... 

1936 1....., 
r.liJ'UI'J 
JlaJ'd 
jpl'11 
Jr.J 
lui• 
.J'IIlJ' ...,.., 
eep••llor 
Oo,ollor .. .,....,. 
Dooeallor 

1937 
JoaUl'J' 
r.bNai'J' 
Xaroll 

AprU 
Jr.J 
JIIDO 

J'lllJ' ...... , 
eepwllller 
Oo,ollor 
lneallor 
Dooeallor 

19)8 
.Jo&Ul'J' 
r.bJ'UI'J 
Xaroll 

1 ••• of w.n.n 
(Ill,~ ...... , 

2,m ,,o 
2, 

2,15 2, 
2, 

2.m 2, 
2, 
2,'5a1 2,-., 
2,191! 

2,1311 
2,1" 
2,115 

~.m 1, 
1, 

1,1;69 
1,-.o 
1,1151 

1,2!;' 1, 
1, 

111 
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TREASURY DEPARTMENT 

INTD OP'P'IC& COMWUNICATIOH 

Jeore,~rsentilau 
Ill' . Baa 

JetUnc to tha June 1'1BaDo1ac 

BIOHLICR!fl 

J.!ay 27, 1939 

1, UllUe4 tU.tee eeourtu .. ot a.ll aaturU1ee han 4e­
olJJit4 aubataDUally 1.D 71el.4 al.Doe J'e'bruar7. tho 4ool.1.De hae 
beeo greatut tor t .. u .. 111th aro111l4 10 year• to Mill untU 
qtur1ty or tll'at oall date (ChaM I) . 

2. Jlxoe11 reaeM'U haYe a4Yanoe4 to new h1gh1 durtac the 
paet thrte 110ntla, probably aooounttac 1n l.arge part tor tha 
atrength 1n Un1to4 lltat .... ourttt .. {Chart II). 

3. New York 01ty banka han 1noreue4 tla1r holdlnga of 
Trtaeury bonda by about one-third during the paat three aontha 
(Clhart IV) . Thla 1norea .. 1n long-ttl'll aeourtt:r hol41nge 11 
•erely an aooentuat1on of a trend whloh hat been prooee41ng 
tlnoe the a14dle of 1936, and haa been oauaed prtaar1ly b:r the 
changing ooapoa1t1on ot the debt 1taelf (Ohart III). It 11-
luetrattl the fllndaaental. dUe- l.D'I'ol.Yed Iii aeiktac a debt 
OOIIp011t1on eu1U.blo to tha l.Dtereeta of both the !Haeur:r and 
the benlttac •:rat .. , 

4. Br1t1ah Oonl'llllent .. our1t1u oont1nuo4 to ra.ll.y 
lharpl:f durtac the put nek, oaue1ng the apread between tha 
Titld 011 Oonaola and tilat on l.ong-tel'll Ull1to4 State• !reaeur:r 
bo( nde to drop 0 .1.0 peroen' troa 1 ta peak of the prnlou week 
Clbartf), 

I. Pr1oe Jlonaent of Un1 ted II tat .. lleour1 Ute 

Coaenotac with the l.att week 1n J'e'bruar7, Ull1tt4 lltat .. 
ttour1t1ta began a atroac upward ., ..... ent, wh1oh hat oo11t1nued 
alaoet 'iiii1Dtel'l'llpto4ly enr elnoe. !hie aoY .. ent haa taken the 
uerage :r1tl.4 on all !'reaaur:r bondl w1 th 12 :rear~ or aore to 
~ llllt11 aatur1ty or earlleet oall date troa 2 ,43 peroent on 

0 ~ 25 to 2 .13 peroent on l'tdneaday, a aet deol1Dt of 
•"" peroeDt during the thl'to-aonth per1o4, !he l'tdn .. da:r 

figure 11 eqUal. t o tho all-Uae l.ow tor thb anrage flret 
rt&ohed on 11a7 u , 

t 

... 
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The deo11ne 1n r1e1da ot United State• aeour1t1ee hae at­
!eot e4 a ll qtur1t7 ola .... , aa 1a abown 1n Chart I, where the 
relat1onab1p between the M'I:UJ'1t1ee and Jhlda ot Ul\1te4 Stat .. 
aeour1t1 .. aa ot liar 22 1e oo11pared nth the relat1oneh1p a.a ot 
hbl'llal'1 21. It rill be noted, boweYer, that, although 71el4e 
han deollned all a1oag the line, the 4eol1ne hae been greateet 
tor 1111111 nth around lO r•ar• to run until utur1t7 or t1ret 
call date. 

II. Exoeaa ReaerYea 

The moat 1aportant a1ngle taotor atteot1ng the pr1oe ot 
United Btatea (and other high-grade) eeour1t1ea 1• the reaerye 
poe1t1on ot 11eaber bank• ot the J'ederal ReaeMe Sr•te•. 'l'b1a 
poe1t1on haa been ooutantl7 atrength8n1ng 4UJ'1ng the paet 
three 1110nt he, the e:IG'ell ra .. M .. ot all •••bar banke and ot 
tboee 1n !lew York 01t7 •ktng new hlgha al.lloat nerr week 
(Cha.rt II). Exoeee reeenea ot •uber bank• outa14e ot Mew 
Iort dlty, 11h1le not at a new a ll-time high , ban adTanoed 
atea41l)' during the period. 

III. Oo!poa1t1on ot the Publ1o Debt 

The llaroh t1nano1ng, oonaut~ ent1relr ot retund1ng, re­
•u1te4 in ah1tt1ng app rox1utll 7 t 1 . 2 b1lllona ot debt tro• 
notee into bonda. !hie oont1nue4 a trend wh1oh bae been 1D 
progreu tor three reara (Chart III). All ot J\llle JO, 1936, 
when the United Stat .. aeo~e ot Wew York 01ty banke 
•ere at their all-time J11gh a total ot t17 . 2 b1ll1olle ot 
Treaeury bonds and t ll.4 b1ll1ona ot \'reaaurr note• were out­
etan41ng. Between that date and APril J(), 1939, the outetan4-
1ng uount or \'reaeurr bonde 1Doreaae4 ts.o b1ll1one, while 
the outetan41Dg amount ot notee 4eoreaae4 t ll..l b1ll1one. During 
the eame period the outetan41ng amount at 'l'reaelll'J b1lle 
4eoraaeed t l .O b1111on, or by ne&r1J halt. 

IV. lh1tte 1n llaJik Bo141nga ot United 
8£&\ee 8eourit1ee 

The 110et s..portant ahltt 1n the ownereh1p or United Stat .. 
•eour1t1ee dur1ng the put three aontbe baa been a ebarp 1D­
cr eaee 1D the bond ho1cl1Dge ot eerta1D •e• York 01t7 b&nke. 
The holdinge ot tJn1te4 State• bonde b7 weekl7 reporting •uber 
banke 1n !few York 01t7 1Doreaee4 bJ t532 •1ll1ona between 
rebruarJ 21 and 11a7 24 (Chart If). !hie repre88nh an 1Dorea88 
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of IPProxi•'-17 OD ... thir4 111 Ul8 ~tal bol.4111K• of 1ftl1h4 
ttatt• bonct. bT U..ao buka, aa4 1• eqllal ~ aflon -, pere•t 
ot tht toW llloreua 1a ua. o•hteaf1DC _, of ~nl'7 
'IIOJI41 between tho two .. t ... 

!he tnorouo 1.ll the bol41Jica of 1hllto4 1'-atoa aoov1Uoa 
b7 reporttng ... bor bulb 1a •ow Yorlt ClUJ Wolllbt U..ll' ~tal 
hol41Jigt (1Dol 1141AC paru~too4 ooolll'lUoa) 11p to t~,OSI alllloDa 
oil 11&7 J, !hla •• 1M h!Che•t __ , alaoo Doo•bor 9~. 
DurlJig the paat throe , .. 11:. th .. o boUlaga ba•o 4ooroaao4 
tlightlJ, aa4 are Dow 533 111111oDa .aaor U..lr Juo ,0, 19~. 
p.U. !he tre• on4oua obup 111 Ul8 oharaotor of •ow Yorlt CIU:r 
~ hol41DS• of Go•-'•• bowonr, botwoOD Ul8 111Ulo of 
1930 an4 tM proaoat u .. h bro11Sht out - Ul8 tollowtac · 
tabl tl 

•141.1lc• of 1hl1 to4 fta to a loovl Uoa 
bT Weoll:l:r bportlllC ••bol' BDD~~:• 1a • ., Yorll: Cll t:r 

(111111ou of 4ollara) 

I 
l1111t -1' I .., 2~ I .. , 

I 19 I 1939 I oballgo 
I I I 

!reaeur:r billa l,Qff m - 922 
!rtuur:r Dot .. 1,,, - 912 
Voite4 ltatea boll4ll ~ 2,121 + 820 

total 4lr eot aoo111'1t1ta ~.027 , , 013 -1,01~ 

Oa&ran teo4 ttourltloa ~ ~ + llal• 

total UD1t o4 ltatoa aoovltloa ~.57, ~.~, - 533 
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ban 1n taot, deoreued bT 1210 ll11llo111 d noe hbruarJ 21 -
an 1~orea1t ot 1137 111111one 1a bonde be1ag aore than ott .. t bT 
net deorea••• 111 other oategor1ea. 

Boldi.llga ot Uhlted lltatu .. our1t1ee b7 weekl:r report1ag 
ateber belike oute1de ot •ew York 01 t:r neTer deol111ed a• ~ 
(tro• their JanU&%'7 1937 peak) at 41d thou ot the • ., York 
OH1 belike, and reaohed a new all-t1ae h1gh 111 J'ebruarJ 1939 b7 
a 1u ll urg111. n .. e bol41nge ware neTer a• auoh oonoentrated 
1n ehort eeour1t1ee ae were thou ot the •ew York 01t7 balllta , 
but the:r are ot auoh longer anrage aatur1t:r now than the:r were 
three 1•ar• ago. 

Longer--tera eeouriu .. are tundaaentall:r auoh aore TUlner­
able to aajor oh&ng .. 111 the leYel ot 111tereet ratea than are 
lhorur- tera eeour1t1... fhle pr111o1ple, Whloh waa toraerl:r 
oont idered ax1oaat1o, 1e not Y1t1ate4 b7 reoant obeerYat1ona, 
t ending to ahow that ae41-tera •turtu .. are at TUlnerable 
ae long- tera on .. to eharp brealtt 111 the aarltet, and oooaa1on­
allr aore eo. l'h1le 1t 1e true, to taka a oaee 111 po1nt, that 
aedlwa-term aeour1t1ea 111 Great Br1ta111 tell ae auoh during the 
tpring war aoare at d1d the longer Mtur1 Uee, the longer bond• 
hue euttered auoh aore 1.11 the aajor 1noreau 1n 1nter .. t rat .. 
wh1oh hu been prooee41ng 1n the Br1t1eh aarltet dnoe Januar:r 
1935. Ooneolt, tor exurple, are now about 25 po111te below 
their 1935 high. 

I t woul4 appear, on th1a bade, that the U'nUed lltat .. 
uour1t:r hol41nga ot btnlt• repr .. ent a aubetant1al17 sreater 
aggregate rltlt ot pr1oe t'luotuaUon now than the7 41d three 
reare ago. fhe oap1tal t'wlde ot the bank• -- ~oh 110uld be 
oaUed upon to abeorb the ~olt ot a pr1oe 4eol111e - are no 
larger at the present t1ae, boweTer, than the7 were three :rear• 
ago. 

'l'hie, ot oouree, aerel7 1lluetratee the taot that we are 
aoaewhat on the horne ot a d1le- 111 our retwld1ng prograa -­
tor, to the extent that the debt 1t refUnded ud the pot1t1on 
ot the 'l'reaeur:r eo aa4e better, the outatan4.1ng .. our1t1ee are 
•ade 110re eubjeot to pr1oe tluotuat1oll and eo leu e1&Uable 
tor bank hol41ng. 

T. Pr1oe llonaente 111 Other Jl1ah=Gra4e 
liouritlee a&riete 

'l'he epread 111 :r1eld betweea !reaeur:r and 4oaeet1o bigb­
gl'ade corporation bonde, ~oh had been 111oreae1ng etea4117 
t1noe t he ead ot J'ebruar:r and reaohed 1te h1gh"t lenl 111 

• 

• 
.. 
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YIELDS OF TREASURY BONDS AND NOTES 
ll•••d on Clo•ing Prlcee 

FEB. 21 AND MAY 22. 1939 
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EXCESS RESERVES OF MEMBER BANKS 
BILLIOMS OF DOLLARS 
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Chart' 

CoMAA.RATM YlfLDS OF AVERAGE Of ALL LONG TERM U S. TREASURY 
BONDS AND U .K . 2Ya% CON SOLS 
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rno!.! : American li:mbaasy, Paria 

DATI: : LI&.Y 27, noon, 1939 

NO . : 1025 

FOR THE TREASURY Dli:P.ARTIWIT 

~23 

Reference =Y No. 1021 of ~ay 26. Although not indi­

cated in the official communique, an official of the 

':'reaeury tells ua that the loans of 1 55 mUlion and 100 

million florins to be issued by the Dutch and Swiss groups 

are payable 1n florins, SWiss francs and dollars , a t the 

choice of the bolder, on the basis of a fixed parity . 

In this regard, see my telegram No. 966 of May 19 . 

An estimate of 4. to 4 1/2 billi on francs bas been 

given for conversion subscriptions to the French loan issue 

of Uay 15. .ts already officially announced, cash aub­

aori ptiona totalled 6 billions . 

Budgetary revenue for the month of April, 1939, about 

955 cUli~n francs more than for the sue month in 1938, 

but about 118 millions less than eatimatea as concerns 

indi rect taxation. 

BUI.I:.ITT 
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lq 26, 19)9 

Rea "rr&~~&!er ot Oo•oU til' Credit 
Corporation to tbe Departaea\ 
ot Agnaw.'m· 

S.OUoo 401 or Sllir Beorpniution Plan lo. 1 prortdee as tollOftl 

• (a) Trp!ftn t.o the Dt-.rt.Mat ot Acri­
c!!ltvs·-n. ram CrecU t Ma1A1aU.tiOD, u. 
Federal r..- llortca&'e Ccrporatioa, &Dd tbe 
eo..odit;}' Credit Corporation, &Dd U.ir r-­
tiODa and actirtti .. , topU.r with tbelr re­
apecUn pe..-1, raoorda &Dd propert;}' 
(1.acl1.141G& otrice equis-o\~, ,.... bereb,r tr&~~&­
terred tc U. Departun\ ot .&cnou.lture &Dd 
oball be adJoiuiaterecl in auab Dep&rtloont llllder 
tile general direction and auperrtaloa ot \be 
S.creta17 ot Aa:rlou.l ture, wbo a bell be reapoc.­
elbla tor tbe ooordiution ot tbeir t1motiou 
and actirttiee.• 

.Ul U. etcok ot tbe ec.od1 t7 Cred1 t Corpo:etlon IIU traneterred 
to tbo Ouitecl Stetea p~~n..nt tc aeotioa 3 ot tbe .lot ot •reb 8, 1938 
•Mob prortdM u tou.,..., 

•Tbe Secreta%')' ot .&en culture, tbe OonrDOr 
ot U. r... Crecli t Ma1A1at:etioa, llD4 tbe lle-­
ab'laoUOD n- Corporation are bereb7 autboJ'­
lwecl &Dd ciireotecl tc t.ranafar to tbe OaJ. tee! Stetee 
all rlgbt, title, and intareot in and tc tbe cap-
ital otcalt ot tbe Co•o•Hv Creclit Corporatioa wbicb aecb 
ot thea- llolde. .lll r1111ta ot tbe Ouitecl State• 
arlalq out of the owaerobip of auob oap1 tel atcalt 
aball be euroiaecl 1>7 tbe Preald.at, or b7 auob 
ottloer, ottioero, aceno7, or acenolea •• be aball 
d .. igute, &Dd in auob -r •• be a ball prescribe. • 
(,2 Stat. 107) 

, 

, 

v 
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Oil llarOb 22, 19)8 U.. Pt.eldeat. tea_. a &xeouu ... Order (lo. 
7144), wbiob doaipat.ed U.. IIMnt.al'f ot t.bo TNN1117 011 bebalt of u.. 
llolt.ed St.at.a• t.o noel" U.. oapUal atoot of tile Cn Uv C....Ut. ~,.,_ 
oreUoo, aDd aut.bol'iaacl Uld dlwot.ed 'b1a t.o oliiU'OiM oa bebalt ot tba 
United Bt.at.ao u:r 1.114 all ri&bt.a ueNI.a& t.o U.. bolder of 1110b otoek. 

lll>clor U.. fon,ola& lloeolat.ift ~.,. t.bo loont.arr of U.. TNN1117 
preo-bl¥ 1o aut.borioe4 t.o aleot. • dlJ"Mt.ora of the C r lllv Cndlt 
Corpol'tt.iOO, -.Mob, ...S.r U.. oe..Ufiaat.a of iaeorpol'OUoa 1o._. bJ tbo 
St.at.a ot Delonre, -., DOt. be loaa t.bon ~· in awobor (I belleYe t.bon 
0,.. 8011 GiM). I!Ddor t.he oort.1fioat.a of 1DoorporaU011 1.114 t.he bJ-lowo 
ot U>o CorponUoa, U.. dlrecrt.oro oro aut.bol'iaacl 1a ,....ral t.o - the 
eorporaUoo. 

Jlloorpll1oat.1oo PloD lo, 1 clooa • t. 1a ao r&JI1 worda traaater U.. 
ot.oclt ot t.bo CorporaUoo 1.114 the ri&ht.o rlt.h ntol'OJICo t.hent.o t.o U.. 
S.cret.arr ot Acricult.ure. lleit.her clooa t he llilorp.niaUoa PloD opeolfio­
all: n....U the lxo~UYe Orclar reforre4 t.o abo.,., If a oaUatact.oZ7 
SJ!A ooornd! 1o worice4 out be- t.ha Beorato17 of Acriculture 1.114 
u. S.crot&r1 ot t.he trouUJ7, 1 t. b not boll noel thet &117 chup 11> the 
l'"••nt at.atua ot the stock rl.ll be nqu1re4 . 

(I at Ualod) IIOt 
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TREASURY DEPARTMENT 

INTIER 01'1'1CK COMMUNICATION 

DATil 

l(ay 27, 1939 

SubJect: 

... ~ .. ·-
Kr. 

June nan ing -- Preliminary 

Oonol.ueione 

»e should favor confining the June financi ng t o 
retunllng the September ,and possi bly the December note 
maturities. We should favor including the December notes 
it, in the opinion of bankers and denl.ers , th1a can be 
done wl thout serious disturbance t o the market . Either a 
5-year note or a medium-term bond would coneti tute a aatie­
t actory ofter1ng; and in the event that the December notes 
o.re included, the retunding offering f or both 1Bsues could 
well take the form of 50 percent in new notea and 50 per­
cent i n interillediate bonds, 

I, Scope of the Financing 

Three alternative• .uggest themaelves: 

millions 

This would be the si ~~~plest operati on and would meet all 
immediate require1111nta since the preeent oaah balance approJG­
ic:atea $2, 300 lllillione, But several reasons ex1at for con­
aldering a larger operation: 

(a) Mr. Bell•• tentative estimates contemplate 
the r a iaing of some $1, 250 mill i ons i n direct and 
agency new money between September and the end of the 
calendar year, FUrther, assuming a continuati on of 
recent praotice, th8 December note maturity of t526 
Qllliona will be t aktn care of i n Septeober, and the 
Ynrch note maturi ty of $1, 378 millions, i n December. 

(I t wUl b e parti cularlY convenient t o be 
i n a poeition to a nticipate the 14arch maturi t y 
both beoause of the aize of that i ssue and 

• .. 
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beoau.e the aggregate 1~ •tur1tu,, includ­
ing the }-3/8 percent bond1 ot 19110-~,. wOUld 
otherwi1e exceed t3, 200 milli on1. ) 

'l'h1s program would MaJI that $3, 150 m1lli ona ot 
tinanoing would be eonoentrat ed in the laet 11x monthe 
of the current calendar year, i ncluding tl, 900 a1111ona 
ot retund1nga, Henoe the thought that it lii&T be wile 
to anticipate in June aome ot the f i nancing that will 
have to be done in aJIY event later in the calendar 
year. 

(b) Giving further point to th1e oonelderation 
1e the preeent pronounoed 1trength ot the GoYern~~~ent 
bond market, ot wh1cll it would 1ee11 prudent to take 
due advantap . J'llrther, aD7 additional financing~ 
han a tendency to reetrain unwarranted ~~peoulat1ve 
advanoee , 

2, Include a t500-m11110nl new JDOney otteringl 

!.29 

'l'he thought naturally oooure, theref ore, that preeent 
conditione make i t dee1rable to anticipate future oaah needs 
by i ncl uding a new 110ney issue in the June financing . It 
it be aeeWD8d that $500 m1ll1one of new money would be 
r81aed in September anyhow and would oo1t 3/~ ot one percent 
in either oaee (tor a 5-year note iuue)1 the anticipation 
ot the Sept ecber need 1n June would entall an added interawt 
expenao ot 1937, 500 or the equivalent ot e1x th1rty-aeconda 
of a poi nt , I t new lllOney were to be ra1aed by a 2-1/2 per­
cent long-term bond, t .he added 1ntereat expen1e would be 
$3,125, 000, or the equivalent ot 20132 ot a point, i!leee 
coats would not be too great tor the convenience and assur­
ance obtained 1t OI.Lr need ware olear, 

!lowever, our preaent oallh balance 11 already Yery 
large: It 1noludu bank depoa1 te rapruent1ng the uncalled 
prooeeda ot Treasury 1aauea sold aa long ago u June 1937; 
and 1t 1a only about t4oo 1111l10nl lower than lut February, 
when the 1&.1118 qua1t ion wa a oonddered, Now that the Pre11-
dent and othere are oall1ng 1noreaa1ng attention to the 
failure of larp 1dle balances to be put to work, the ver:r 
unusual a1ze ot the 'l'raaaury ' e own balance lD8J' well a t tract 
unfavorable mention, 

Further, in view of the taot tb&t our aggrefate debt 
l1ml.t under the Second Liber ty Bond Aot il only 5 bllliona 
i n exoeea of the .-aunt now outetand1ng, and 1n view of the 
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exaggerated statements currently appeari ng about the growth 
and alze of the publio debt, there ie some reason tor going 
sloWlY in using up the rems.J.ning debt power. 

The ra1eing or $500 millions of new money i n conJunc­
tion with the retirement during the succeeding ten weeks or 
an equivalent amount of Treasury billa would formally avoi d 
the difficulty cited immediately above , but ia open to other 
serious objecti ons which are diaouss'd in a separate 
memorandum. 

3. Retund both September and December notes: 

This would parmi t the Treasury to t&lte advantage of the 
oresent strength of the market and to reduce the amount of 
financing t o be aooo~lished later in the calendar year, 
without adding to ita present cash balance. With the Deoelll­
ber aa well aa the September note maturities out of the way, 
the Treasury would gain 1~roved flexibil i ty with respect 
to the financing of its new money requirements and its 
handl i ng of the large Uaroh note maturity ot $1 , 378 millions . 

The Treasury could obtain t hese very real advantages 
at vory little or no cost. The in t erest coupon on the 
December notes tor the six months trom June 15 i s worth 
about 22/32 ot a poi nt to the holders. I t the pricing or 
the rotund1ng issues tollows past practi ce, the gross pre­
Clum allowed will amount t o 1-1/2 pointe or more, or enough 
to provide an ample margin beyond the amount needed to oom­
penaate tor the early relinquishment of the 1-3/8 percent 
i nterest coupon. I! an addi t1onal margin is desired !or 
tbe December notes beyond that offered the Sep tember note-
holders, this could easily be provided by an interest . 
adj•Ja t=ent . 

The proposal t o anticipate the December note ~tatur1 ty 
1n June ie not altogether tree !rom objections. Although 
the mrket qu1okly adjusted i tselr to t he Treasury ' s inaug­
uration or the praotioe last year or refunding note maturi­
ties three months i n advance, the present propoaal would 
be stretching the antioipati on to six months, and would 
doubtl ess occaeion comment. I t might also have the erteot 
ot raising the market values or outstanding Treasury notes 
by increasing the i mminence ot their •ri ghts. • Whe ther 
these 8nd related ooneiderati ons are serious enough to out­
weigh the advantages ci ted above might well be discussed 
•1 th b1111ke re and dealers, 

• 
.. 
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II. aboi oe ot &eouritiee 

1. A 1oog..tera bond! 

Although etrength 1n the .rket hae b"n eo general 
that anY reasonably priced maturi ty ott ered by the Treaaury 
.rould go over well, and al. though a turther lengthening ot 
'l'roaeury matur1t1ee ie desirable in general , a nullber ot 
oona1deratione euggeet that a long- tara bond would be leaa 
eu1table tor the June refunding operation than either a 
note or an 1nteMUid1ate- tera bond, or a oomb1nat1on thereof . 

(a) lloet ot the September and Deoellber notee 
are doubtla .. held by co:~~~eroial. banka, tor which 
a long-tara bond ie 1.nberently le .. au1table. 
Either a note or an interMdiate-tera bond wOUld 
be ma1lll.y retained by ezchange aubeor1bera, -.bereu, 
1n the oaee ot long-term bonde, a oona1derable pro­
portion would doubtless be redietributed by bank 
eubeoribers to nonbank1ng inveetore1 thereby tending 
to oontraot the total vol~ ot banx depoeite, 

(b) A long- term bond could not be ottered 
alone without aubjecting the Treasury to the poeai­
ble oritioiam that it is toroing banks into long.. 
t erm 1eaues; and i t only the September notea were 
being ret1nanoed, the amount involved, t427 m1llione, 
would be too small to just1tr the uee ot more than 
one ee ouri ty. 

(o) Ae 1a indicated tu.rther below, the Treaa­
ury haa very aubetant1a117 reduced the volutz:e ot 
1te outatanding billa and notee chl.r1ng the put two 
yeara and aubatituted bonds therefor. r or lllallT 
i nvut ore, noto.bl;r oo-roial. banlte, a.n intermediate 
bond ia a tar 110re a cceptable eubet1 tute than a 
long- tena bon.d. 

I t may be noted that a long- term bond would be pre­
elll1nently eui table tor a aubatant1al. new caah offering, wch 
as 1a contemplated tor Septellber. In the preeent market1 a 
2-1/2 percent bond, callable in 1962 and .. turing in 196t , 
Would OO!DIIIand a premium ot al.ightly under two pointe. 

... 
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2. A 5=year note: 

A 5-year note would ban the defin1 te advantage a of 
(a) exceedingLy low interest coat to the Treaaury - prob­
ablY 3/~ peroenti and (b) superior euitabUity tor the 
neede of coamero1al banka. 

Ot the 17,270 111llions of '!'rea aut')' note a out­
standing, only aenn 1eeuee, aggregating 12,759 
1111llions, can now b e purchaaed to return any po81-
tive yield whatever to maturity; and the longest 
note outstanding (maturing December 15, 19~3) ia 
selling to yield lees than 1/2 of one percent. 

'l'beae ertdenoea ot a aborta ge in the eupply 
ot shor t -term Treasurya follow a reduction of 
$11-, 342 m1ll1ona ainoa .Tune 30, 1937 in the a.110unt 
or bi lla and notes outetanding; a reduction offset 
to the extent or only 1745 111lliona by inoreaaea 
in abort- t erm Governm.nt-guaranteed obl igationa. 

It appears at the moment that a 5-year 3/11- percent 
note would command a premium in the neighbor hood ot 1 point, 
and a 7/fJ percent coupon, a premium or more than 1-l/2 
poi nts . Add1 t1onal .. aeten1ng could be pr ovided tor a 
3/11- percent note, if neoeaeary, by an intereet adJustment. 
(The pr esent interest coupon 1e worth 11/32 between JUne 15 
and september 15 to the holders or the September notea; and 
22/32 between June 15 and December 15 to t h e boldera of the 
Deoel!lbe r note a . ) 

3. A mediua-term bond: 

Although a 5-year note iaeue, either tor oaab or t or 
refunding, would doubtlaae go over, it is oerta1n that many 
bank subsoribera ae well ae other inveatora would prefer a 
medium- term bond because of the more substantial yield ob­
tainable therefrom. J'roa the standpoint of the Treaaury'a 
a:atur1 ty schedule, 110reoYer, a mediu.-tel'll bo.nd baa certain 
advantages over a 5-yea.r nota. 

Greatly offsetting the etteot of the reduction 
i n '1'reaaur:1 bille and notu during the l a at two yeara 
hu been the mere paaeage of t1... 1'he etteoUYe 
matur1t1ea facing the Treasury 1n the next r1Ye yeara 
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now inoluda t4~~10 aillione ot ~ percent , 3- 3/8 per­
cent , and J-1/'t percent 'l'reaeur:r bon4a Which were 
not regarded a e part ot the ahort-tena debt two :reare 
ago, but whioh, becauae ot their high ooupona, will 
probably demand ret'Unding at the earlieat opportuni­
ties in 1943 and 1944. Eveey year between 1943 and 
1951 , i nolua1ve, now baa a eizeable amount ot Treas­
ury bonds becoming t1rat callable. On the one hand, 
these bonde become progreaeively 111ora eui t able to 
satiety the lll&rket1 s nee4e tor ahort-tar111 aaour1 ties; 
and, on the other hand, their approaching lllaturity 
coaplicateo the uee ot 'l'reaeur:r notaa. 

A 13- year tixed 111atur1 t7 bond (<hie in 1952) or a lJ-15 
year callable bond (1952-1954) Would tit into the eXiating 
catur ity aohedule , and would be exceedingly attractive to 
oo:eroial banks, 

'ftle laet-named or a eim1lar callable ieeue would be 
more prudent, trom the etandpoint ot tuture ret1nanoi ng, 
than the tilted iuue, parti cularl:r it the &~~ount were to be 
more than about $500 millions. ~· tixed iaaue would prob-
ably be more popular, ' 

I t appears at thia time that a 1}-year bond with an 
intereot coupon ot 2 percent would command a premiUIII in the 
neighborhood ot 1- 3ft poi nh. A 13- 15 year bond, W1 th a 
coupon rate ot 2-l/8 percent, would command a premium ot 
about 2 points in the present market . 

lt. Joint ottering: 

As between a 5-year note and a medium-term bond, it is 
clear troo the f oregoi ng that a nulllber or oonniot1ng oon­
e1deretione occur to lllake neither one greatly preferable to 
the other, In the event that the December notea are i ncluded 
in the retunding, the exchange ot tering tor both the septem­
ber and December 1eauea could wall take the terra ot 50 p er­
cent in new 5-year notea and 50 percent in intermediate 
banda, SUch an otter1ng would be e11111lar t o the one recent ly 
employed in the ret'Unding ot the $325 m1111ona ot HOLO 1-l/2 
percent bonde, It would al illl1nate the dittioultiea ot the 
rela tive pr1o1ng ot the two new i ssues, and would permi t 
the note to be ottered w1 th a 11111oh saal.ler pre1111um than the 
bond without ettect upon the relative volume ot exchanges 
tor the two iseuee, 
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Scorctorr of Stat£ 

Waahington 

425, Hay 28, noon. 

GRAY 

BErlin 

Dntrd llay 28, 1939 

Reo ' d l p . m. 

A c0111ll11.UdqU£ iasutd thia mcrni.ng a mcuncEG that 

:::.34 

following th£ tErmination of thE disomnions of th£ 

German-Italian Economic Commi ttEE whiCh boa bE~n ~~cting 
in Btrlin a aEriEs of nEw trcat1ta and c grttmcnto wErt 

concluded Whiohw111 find ot1ll olooEr the Economic 

systems ot th£ t<~o countries. It io stated that all 

phaoEo ot Oermon-Italion Economic rclationohips <~ErE 

uAIII1nEd and o joint economic progr('.m was projECtEd, thE 

dEtailo ot WhiCh will bE elaboratEd i n turthEr diocussiona 

w1 thin thE ntxt tcw month!' . In po.rticulor 1 thE protector­

at£ of Bohtm.1a and Moravia woo brQugltt w1 tbin thE scopE 

ot th£ Otnncn- Itolion trod£ and pa-ymEnto agr£Emtnts thuG 

opt ning thE wny, it i a a oaer ttd, fer increased I t ali an 

tradE with thnt region in rxocon of that wh i ch ItCily 

maintained with thE formEr OzEchoolovak Republ ic . 

ThE Italian ch1£f dtltgat£ siG"Ed thE aBrtcmcnto 

1n thE namE ot thE Italian Albanian Ount<EUJ Uni on. 
Editorial 
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RFP - 2- # 425, Uay 28, noon , trom Berlin 

Editori al comment today, whioh 1a very brief, refers 

to thE oignificnncc of tlEse nrrangcmcnta between thE two 

"bcvt not" countries nnd to the po.rtioulo.rly vnluobl£ --
rtsulta llhioh mny E nsuc trom on cxcbtlngc of procesocs 

developed 1n connection with th£ exploitation end usc of 

r1111 nnd industr1nl mot£r1nlD nntivr: to Germany nrd Itnly. 

ThE onnouncEI!Itnt of o joint oa!UlEroitll progrom 1s 

11clcomcd nlso on thE ground tbnt t h£ agrEEment will bri ng 

about 11 development and odjuatm£nt ot trade to DEEt the 

nevi condi tiona arisi ng from the t 11king ov t r of thE pro tee-

tornte , 

Inform Treasury . 

KIRK 

R!l :IILP 

.. 
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TREASURY DEPARTMENT 

INTER OFP'ICE COMMUNICATION 

DATI< J.!ay 291 19}9 

Secr~tary orgenthau 

Mr. 

Inaur • company operations 1n Governments 
in 1938 

Data procured b:r ex.aination ot the reports tlled v1th 
t ba Superintendent ot Insurance ot the Dhtriot ot Oolllllbia, 
and rroa t1guree euppl1ed b:r the .t. .. ooiati on ot Lite Insur­
ance Presidents and Poor Publishing Ooapan:r, aake possible 
the f ollowing oonoluaione v1th respect to insurance oo111pan:r 
oper ations 1n Governments during the oalendar :rear 1938: 

1. Lite insurance oompanies inoreased t heir porttol.ios 
ot direct and guaranteed Government eeourities b;r very small 
proportions , oo111pared with previous years. Probabl:r oontrib-
ut1ng to this result were these two important tactcrs: .. 
(1) The supply ot Governments available in the market actu-
ally declined, on net balance, attar the banking and Govern-
ment t rust tund demand had been eatietied; and (2) private 
plao1nge vi th insurance companies ot corporate retund1ng 
1uuee enabled thue 1natitutions to obtain a large volUIUI 
or high-grade bond.s previousl:r held b;r others, without the 
neoeaelt:r ot bidding prices UP 1n the open market. 

2. Insurance compan:r trading operation& 1n direct Oov­
erncenta during the :rear eerved to lengthen the aaturitiee 
held: The colllp&l\1ee not onl;r oonverted all ot their maturing 
notes and a oonsidera))le proportion ot t heir maturing bllla 
into l ong-tara bonds, on net balanoe, but the:r &leo sold a 
Part ot t heir 1939-112 notes and a portion ot their shorter­
termed bonds, reinvesting these tunde 1n longer-tenaed aeou­
r 1ti ea. 

I. 1938 Acquisition• onl{ one-third 1931 ana one-tour h 1936 
Net purohaees• ot direct and guaranteed Government seou­

r1t 1ea during 1938 by the th1rt:r-eeven lite companies report­
ing monthl:r to the .t.eaooiation ot Lite Insurance Presidents 
vera t he SCialleet e1noe 1932 -- the :rear before heav:r pur­
chaaee tiret began. 

*11et purob&eee are diltiiied ae groe• puroliieee alnus ealee, 
redecpt 1one, and .. orti&at1one. 

Regraded Unclassified



!heaa OOIIPaD1 .. aooowat for about 82 peroellt 
of t~ admitted aueta of al~ Ute 111nl'uoe ooa­
paniae ud tor about 75 percent of Ule Gonmment 
eeour1t1 .. u~d b7 ali 1Dnl'uoe oo~~paD1u 111 t~ 
Ull1 ted lltatu. 

The nat »urohalea during ~9'8 (t2~7 1111~1one) repreeantad 
a dlol1u of b~ percent fro• tho .. ot ~937 (1627 111111ona), 
and a dlol1u of 73 percent from tboae of t~ peak ;rear ~936 
(t919 a1111ona). 

rue dlol1De 1D net pu.l'Obaaea oen aore reaeonabl;r be ez­
pla1Dad 1n tenaa of teohD1oal faotora , bonnr, thaD 1Dhr­
pr.tad 11 11141oauns the end of t~ 111euranoe ooapaa;r dlaand 
tor Oonmuntl. Inauranoe oollplll.lu are able to purohaaa 
la1'6e ctuuUUaa of Gonl'IWIIlh oDl;r wun tba 'l'rea.u1'7 1a 
uk1llg large oaah offari.Jiga, or wban t~ b•nJrt:!f a;rataa, t~ 
largut o~au of bolder ol Gonmaanh, 11 11ct dating thaa 
1n quant1t;r. UDlaaa either of thaea oond1Uona 1a ~~~~. t~ 
cartet tor Gonmaanta 1a ~t to be too thill to pera1t aub­
etant1al quut1t1u to be purohalad Without aubata~~t1al 111-
oreuea 1n pr1oa. 

In the twelve aontha ended Daoambar 3~. 1938, 
the pr1vatal;r held marlretab~a auppl;r of Govern­
mente 1noraaeed u,o26 a11110DI. Bank bold1agl 
1noreaaed U, 293. 111111ona, however, and bold1J181 
ot the thirty-a even 111auraDoa ooap81l1aa 111oreaaed 
52~7 a1111ona. In other worda, part of t~ 111-
oreua in bold1nga of Govarnunta of bank• and 
inluraDOI OOIIpU1ea W&8 u4e at t~ elq)lnee Of 
ot~r noo-banlr' ne oorpo:rat1ona and 1nd1rtdual.a. 

Between Jwae 30, 1933 and Daoaaber )1, ~937, 
on the other hand, Ule prtvatal;r ~14 II&!Satab.l.e 
euppl;r of GonZ'DIIIntl 1noreaaad U3, 722 aU11ona. 
Banlra toolr 18,768 111111ona, !he th1rt;r-.. van 111-
auranoa ooapan1ea took aora than 70 paroant of 
the ra••'""•r- 13,502 ~1ona -- a volUIII equal 
to mora than thra ... fourtha of t~ 1noraua 1n 
their admitted aaeeta. 

J'roa the 1nauranoe oompan1 .. ' pol1t1on 1n the oap1tal 
markete, the auppl;r a1tuat1on With raapaot to oorporatea im­
proved oonaidarably 1n 1936. Privata plao1ng• of corporate 
eeour1t1n reaohed a new high - 1733 a1111ona, ooapared 
With ~ a11~1ona 1n 19,7• Inauranoa oo~1•• ware the 
largut purohaaara of t~. u ottar1nga, an4 thia 111oraaaad 
volume plaoad a ~arga auppl;r of oorporataa at their 41apoaal 
at the u:panaa of other p'Nrtou• boldara. 
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II. ¥:turit1ea ot GoYa~nt porttolioe 
engthaned by tradi!!i aot1rthee 

The t rading operat1ona ot the thirty-eaTen oompaniee du~ 
1D8 193~ eernd to lengthen their u.turit1ee ot direct Gonrn-
111ent• 'Dy about 15 percent -- figuring callable bonde to t heir 
o$11 date and allowing tor the paeeage ot u .. att eot1ng the 
11te ot the portfolio. On Deoember 31, 1937, the thirty-saYan 
GOliiP811ill held 11-1/2 percent ot the t3-l/2 bUl1one ot Treas­
ury bonds callable 1n 1955 and thereatter. J. :rear later, they 
hsd increased thei r holdlnge t o nearl:r 16 percent ot the bonde 
oelle.ble in 1955 and thereatter, although the total amount 
ouhtand1ng hlld grown to $5 blll1on.. 

On net balance and 1n the aggregate, the th1rty-.. nn 
ooapan1ee not only oonYarted their note aaturit1ee lllto long 
bolide in 193~. but the;r alec aede eubetant1al puroh&eee ot 
e.dd1tlonal long-tel'ID bonde, the outetand1.ng ae well ae new 
u eun, with the prooeede ot the l1~U1detion ot shorter-tamed 
bond•, 1939-43 note 11atur1t1ee and Treaaur:r bllle. The table 
below euma&ri&ee theee operation•: 

Trading Operatione 1n Direct GoYernaent Obligatione 
by 37 Lite Ineuranoe Companl.ee, Calender Year 193~ 

Bonde 

Ao~uired -­
on net b&lanoe 

(In 11.1111ona 

"""fiVe eeriee ottered 
in 19~ • • • • • • . • • • • 532 

Ll.~uideted -­
on net baJ.ano• 

ot dollare) 

Bonde . 
tlaYen lhorteet • eeri ee 
ottered prior to 19~ • • 110 

'l'en longeet* eeri ee 
ottered prior to 

: Hotee 

1938 • • • • • • • • • • • • • • 24.5 

Total •. • .••.••• 

Net purobaeee • • ••.•• 309 

iti eeriee - about halt 
aaturlllg in 19~ ••••••• 291 

BUle 
All aer1el • . . . . . . . . • . . . . _§z 

!otal. •• ••• • • • • • • • • • • 

• Callable bonde talten at tl.ret call datu. 

... 
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Address or Secretary Morgenthau at the Commencement 
Exercises o! the Coast Guard Academy, 

New London, Connecticut, 
Monday, May 29 , 1939 . 

ia&aaR, aM@!Reere , w:tatora I am glad or 

the opportunity to speak t o you who are graduating 

trom the Uni ted States Coast Guard Academy. Yours 

1s a service or which I as an American am deeply 

proud . I am the more proud because i t is a service 

under the Jurisdiction ot the Treasury D~partment . 

You are dedicating your lives to one or the 

most inspiring careers a man may choose - - a career 

that calls tor intelligence, alertness and 

preparedness ; !or willingness to plunge i nto a 

venture under gravest danger; ! or ability to persist 

in prolonged and heart-breaking effort . You have 

chosen your proresston knowing all this . 

... 
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I sbould like, balrever, to draw :your 

attention to something that mq not perhaps have 

so c11rectl)' impressed itself upon :you -- the 

uniqueness of the service :you have selected. Yours 

is a discipline of the highest type. It is not a 

blind obedience to orders. It is not the deadening • 
performance or a routine response that dulls the 

intellect and crushes the pe rsonal1 t:y . It is not a 

discipline that tunctiona onlY under the instructions 

or constraint or a superior officer . It is a 

<11scipl1ne that is self-tmpOSed, that sprtngs trom 

an understanding of the ends to be served 111d the 

voluntary acceptance of the responsibilities 

involved in the attainment or those ends. 
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iS the mark or men nurtured in freedom and 

reared 1n the traditions or equality and reason. 

It is democracy i.n its highest expression . 

And that is wby I think the Coast Guard 

Service assumes a special s1gni!1cance ln these war­

revered times . Yours is a service dedicated to 

peace, to the conservation, not the destruction or 

lite. It ts a service dedicated to the succor or men 

Irrespective or race, creed, or color. When there 

Is 11!e to be saved you do not ask whether a man Is 

black, white, or yellow. You do not pause to 

inquire about his religion or politics . You do not 

question under what !lag he sails . You go out . 

Regraded Unclassified
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Your pennant ts a symbol or peace . Its 

insignia tnsptre hope, not tear; trlendshtp, not 

rancor. It strikes terror only to the heart ot the 

law-breaker. It iS the hand ot American friendship 

extended to all nations . It symbolizes a type ot 

international cooperation sorely needed in an era 

of nationalism run riot . You Who serve under that 

pennant are the ambaSsadors ot the united States 

on the high seas . You represent 1 t in places where 

i te sovereignty is expressed only thrOugh your 

servtce . You brtng civilization to places that 

know it only through you. Your primary act1v1t1es 

are directed towards the control ot nature not tor 

the benefit or Americans only bUt tor the benettt 

ot all men. 

Regraded Unclassified



··s _., 

- 5 -

1 nave sometimes thought 1t a sad commentary on 

the state or c1v111zatton that th1s should be so 

that nations should cooperate freely only when 

men's lives are to be wrested trom the elemental 

torces or ne. ture . 'le work together against wtnd or 

storm, nood or rtre, tceberg or earthquake . For a • 

brter moment the sense or k1nsh1p be!ore a natural 

catastrophe wtpes out the antagonism or nation 

toward nation. How excellent tor the world it its 

1nternat1onal arratrs were gutded by the splrtt 

or the Coast Guard. 
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The Coast Guard has made valuable 

contributions to the sciences or meteorology, 

marine biology, navigation, to flood control and 

to the conservation or rare biological species . 

These are services wll1ch, while not so spectacular 

as the immediate saving or lives, are real gifts to 

humanity. The advances you make in knowledge in 

these spheres will be used long arter the latest 

death-dealing inventions have been discarded. 

such knowledge will prove as beneficial as the 

most heroic rescue at sea. 

I have been impressed by the coast Guard 

as a service in the spirit or democracy. I see it 

also as first and last a service ror peace • 

• 
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The whole organization 18 rounded on the basts 

of peace. Your rorm or organization ts m111 ta.ry, 

' but your !unction is civil . The Coast Guard is a 

law enforcement arm or a democratic government . 

There is, I reel, no more disturbi ng trend 

in the world today than the 1ncreasing infringement • 
ot personal liberties by despotic governments . It 

is your privilege to set an example contrazy to 

this trend . It i s your duty to the service and 

to the country to en!orce the laws or the land, 

justly and without respect to person. The Coast 

Guard has no ravors to dispense in its enforcement 

ot the law . Whatever political influence a man may 

have ceases to exist in hi s relations with you . 

Regraded Unclassified
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That rreedom from political infiuence 11118t continue 

to be one or your cherished traditions. The coast 

Guard bas deservecUy earned and I hope tt will 

alyeys keep, the reputation of performing its dllt7 

moclestly and unaasum1ngly and w1 th as IIUCh courtesy 

and fairness as 18 canpatible w1 th strict enforcement • 

or the law. 

It is a tribute both to the seamanship of 

the Coast Guard and to its character as a school 

in s&aw!Bnsh1P and Dlftrine science that it tas been 

entrusted by the Maritime Commission with the 

training of 1118rchant seamen. It is a further 

tribute to your or~zation that the President 

bas directed t21at tbe lighthOUSe service be 

consolidated with the Coast oaar<t • 
I 
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It 1s evidence that the President regards the 

coast Ouard not merely as a group of service branches 

but as a single organization, so well knlt together 

and so well managed, that 1 t is capable of assumtng 

new responsib111t1es allied to tts own and of 

di scharging them well. 

To enable you to perform your duttes more 

errecttvely, great Improvements have been made in 

the equipment with which you will work. Ot the 

t hirty- four cutters wbtcb Hre the ba¢kbone of the 

Coast Guard fleet , twelve have been bullt s1nce 

1933. Practically the whole alr arm of the Coast 

Guard has been created during the last flve years . 

The officers and men of the coast ouard have 

made splendid use of thls eQUipment . 
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In the past year alone they have saved directly 

the lives or almost as many people as there are 

~51 

in the whole Coast Guard Service, while indirectly 

they have saved many more by furnishing indispensable 

information with respect to the hazards or atr and 

sea. 

These are high examples !or you or the class 

or 1939 to emulate. 

I should like to add just one personal word 

to each or you. You who are being graduated today 

entered the Academy and have completed with credit 

your preliminary training as o!!tcers or the United 

States Coast Guard during my tour ot duty 1n the 

Treasury. Therefore I shall follow your careers in 

the Service with a special and personal interest. 

Regraded Unclassified



'1;2 
-~ 

- 11-

I shall take pride in the good records that I 

knOW you will make . In r eading in the ruture or 

some signal exploit or the kind ror Which the 

coast Guard ts ramous it will please me immensely 

to know that one or the bOys 1f1 th whose tratntng 

I had something to do has acqut tted himseH nobly. 

I know that you will not disappoint me. 

--oOo--

• Regraded Unclassified
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Trip or t.he Preddent 
117dO Pul<, !lew York to 
Wash.IJ>8ton, llq ~.1939, 

Tueadat· MaJ 30 . 1939 • 

·-3 _ ;) 

Lv . Hydo Park ••• (llew York Central RR) , •• • ll i OO p .m, I<S,Te 
(12100 p,m, DoS. T, ) 

Wodnoadax. llaT 31. 19~. 

Ar, Waahington •• (Ponnsylvania RR , ) ••••••• 8130 a ,m,I4S,TI 

llombora or the partyl 

T b o P r o a 1 d o n t. 

Bon. Bonry Morgontbau,Jr, , 
8ocroto.I'1 ot t.hc 'l'roc81117 , 

l!rs , llorgcnt.h.c.U . 
W1aa Y, A, LoBnnd. 
Nr• W1111nc o. Hoaaott , 
Uios Greco Tully , 
Hr• Henry H• KAnnoo , 
11r. Dc\lO:J E. Long. 
Hr , Leo A. dO Wanrd . 
Secret Service Agonto, 

llowapopor mon t 
Mr. Georgo E, Durno, Intornnt1onnl Nows , 

Mr , Prodorick A, Storm, Unitod Proaa , 

Mr, Douglns B, Cornell, Aaaooiotod Prose, 

t.lr, Wt.ltor 'l'roh=, Chioo.go Tr1bunOe 

llr, l'cl1x &loir , New York Timoa, 

Nr, John 0 • Donnell , Now York Doily !Iowa, 

~ Bruco Pinter , !low York Herold Tribune, 

Wr. Richerd Rcrknoas, Pb1lndolph1a Inquiror . 

PiOt\1.1'0 IIIODI 

Ur, John S. Tbompson, 

Mr, W, J , Poraytho, 

llr, Alfred lllcldron, 

kr . Douglne DuPont, 

Tolugr~ph roproacnt~tivoa t 

kr. c.s. L1nldns , 

Mr. 'r. B, &owen, 

Acmo N0\11Jpio turoa , 

Aoaoointod Preas Photos . 

Fox lloviotono !Iowa, 

Pox Movlotono Wow•• 

Wostom Union Tol. ,co. 

Poatnl Tologrnph Co. 

Mr. R~rry !nrr, D.P, A, , 
Ponnaylvo.ttlr. Railroad, 
In charge or Trnnoportnt1on0 Regraded Unclassified
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Storctary or StatE 

Washington 

GRAY 

PARIS 

Datrd Vay 30, 

Rtcd. 2 . 15 p.m. 

1029, Vay 30, 4 p. m. (SECTION ONE) 

POR TH£ TREASURY. 

:s4 1 

Trading morE activE on thE uohang£ and 

arourity markEts today. ThE fund bouallt an 

important amount of dollars through Chaet. 

Contincntal ourrEnc1 ES fi:MU. ThE s ccur1 ty markEt 

was strong and activE and rcntta and variablE 

rtvrnut sEcuritiEs showEd substantial gains in 

many instancEs . 

Preas rEports statE tha t approval has bttn 

givEn by tb t N£thtrlanda Govtrnmmt to the rmtwal 

tor one ytar or t hE 35,000,000 florin crEdit grantEd 

by IIEtldElasohn and COI!lpany to thE Belgian Treasury 

and rEpayablE nEXt month. ThE Swiss credit to 

Btlgi\un of 25, 000,000 Swiss trnnos maturing on Junt 

17 1s nlsc likEly to bE rtntwtd, it 1s statEd. 

(End sEction ont. ) 

BULLITT 

WSB 

Regraded Unclassified
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ScorctorJ or Stotc 

WQSbington 

GRAY 

PARIS 

Datrd Kay ~o, 19~9 

Rrod, 2 . 40 p. m. 

1029, Mar ~o, 4 p~. (Stotion two, ) 

In L£ TEUPS ot llloy 29 Prtdcrio JtnnJ 

£ltQIDl.nu the problEJU ro.1std bJ the tlow ot gold 

towards the UnitEd Stotts . He ogrEE8 that !tore ot 

a. Europton oontliot WErE rEsponniblc tor o eub~ 

atontio.l movEment or private short term tunda to thE 

United Stotts but atrcss E8 the tttcot on thE gold 

movEment or the important fo.vorablt Amtr1oo.n trod£ 

bolonot and observes that sEttlement or thie bolanot 

nlone rtpresrntad morE than holt' or the gold 1ntlow 

lost rear and 75~ ot tbt world ' s gold production. 

JtnnT ctpruacs EntirE agreement uitb thE reportEd 

views cxpruaed bJ Secretary lobrgcnthou in hie rEcEnt 

letter to SEnator Wegner, oa conotrna thE Senator's 

ttora thnt the moncto.rr us £8 ot' gold might dtcor, 

o.nd hio suggestion thnt the UnitEd StatEs might atop 

burinn gold or ot least rEdvcE ita buying pri or . 

End Section tvo' 

·s~ - :> 
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StorEt nry of StatE 

'iiGShington 

GRAY 

PARIS 

~ttd M&J 301 19~9 

REed. 2 .~5 p.m. 

1029, May 30 , 4 p . m. Section thrEE. 

B~tvEr , JtnnJ CEara thAt thE progrtsaivt 

rtduotion of the gold rEsErvEs in thE posstss1on of 

tht othEr ccuntr1Es must EVtn~~lly raisE dtlioatE 

problcna, nnd whilE hE agreEs thAt whEn unsettlEd 

intErnational situation nccounto in scm£ mtosurE 

tor t ht m~diotribution of gold hE insists thnt the 

favorabl e AmErican tradE balo.no t ia l 'taponsiblE 

tor this situation to an important degree. He con• 

oludts t~t t wo solutions maJ b£ considerEd oapnblE 

ot halti ng th£ inflow, nnmrly, (l) thE .granting of 

forEign loons by thE United Stotts to tooili tot£ 

tht pmohnst of AJntrioan goods (but odmlts t hat 

prtotnt international conditions Grt unsuitablE 

for thE rt3umpt1on of such 11 policy) and (2) a JDOrE 

libEr nl t ari ff poli cy on t hE pnrt or the Unittd 

Stnttn. I n his viEW thE possib1lit1£S of solution 

tbot thia step offErs should ovtrridt objEctions or o 

domestic political :>nd social ordtr o.nd in t his 

rtaptot rtftra to r ecent dtolGrotions attributed 
to 
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No. 1029, Kay 30, 4 p.a . Sco. s troa Poria 

t o Scorctary or CommEroE Hopkina, pointing out the 

ntorea1ty to 1nor£oa£ thE importati on or goode whioh 

do not oompEtl with Amrrioan industriEs and thus 

cbaorb thE surplus ~port tradE bclanoc. 

(END MESSAOE) . 

BOU.IT'l' 

WSB 

:!.57 

ill 

Regraded Unclassified



Secretary or Sta~t , 

Washington. 

758, llay 31, 6 P• m. 

GRAY 

London 

Dated Kay ~1 ,. 19~9 

Rtc'd 2:18 P• m. 

POR TREASURY FRO!II BUTTERWORTH. 

• .,.a 
-~ 

Tht growing optim15lll in tilt city rtftrrtd to 1D .~ 

7~2 , ~ay 24, G p. m. and previous tcltgrama continues. Aa 

rt.fltcttd in tilt London stock txcllangt tilt FINANCIAL NEWS 

indEX of prices of ordinary aharta (July 1 , 1935 equal 100) 

atanda at 84 aa compared witll 78 on !lay lJ governmEnt 

atcuritita according to thE FINANCIAL TIMES indEX (NoVEmbEr 

15, l926 . cqual 100) stands at 107 aa comparEd with 102 

on Kay 1 . CurrEnt prieta art almost back to thE prt-Karcb 

15 lEVEl. 

T.b£ rortign txchangt market was mort activE today 

and tilt dollar was offEred. At t tr optning at 4 .68-~6 

1t moved to 9/32 at whiell point the British authorities 

1nttrvtntd to buy a ftw dollars. Tht Bank ot France 

1iktwist purchasEd a ftw dollars at ~4 .74-1/4 . 159 bars 

wtrE sold at gold fiXing ot whioh 6~ wert marriEd and tht 
Bank 

• 
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2-1/758, Prom London, Ma:r :Sl,6p.m. 

Bank of EnGland auppl1Ed a ftw . SamuEl Montagu waa 

again thE largE buyEr and othtr arbitragEurs maintain 

that !lontnsu is lEaving uncovErEd nzainat war r1ak a 

trnotion ot thEir arbitragE optrntiona. 

KE!INEDY 

CSB 

Regraded Unclassified



• 

pAllU'JIIlAU OJ' ftUCJ!AV UOII'RII 

JRCih 

DATI: 

10.: 

.t.aer1oeD m.tbaaay, Pula, :rranoa 

Kay 31, 1939, 5 p.a. 

lOSS 

JOR TRK TU.t.alllT DJIPAJl!'llll!', 

On th& axobanga market today quiet oond1t1ona pre­

vdlad. Small turno•er; no 1aportant ohanaea. Kore 

o!far1nge of the dollv , We are tol4 that the Guaranty 

reoe1Yed a fair abed order to blq dollara for the f\m4 

lCO 

at the 8114 of the off1o1al ••••1on. J'1ra •~1 ty aarket, 

Yh1oh ne cheerhl abCilt the lateat praB8 reporta of 

de•elopaenta 1n the BOY1et negot1at1ona. 

I g1Te below the eB88tlt1al parh of an account of a 

statement wb1ch Bey8t\ aa4a yaeterday at Baael to the 

AGI:KOI IOOIOIIIqtiK corraapond8tlt with regard to tbe tranefer 

of the Oseoh gold which 1a on dapoa1t 1n London: 

liD 810!'101 OKI. 

BULLI!'!' • 

l.t.: Llr 

... 

Regraded Unclassified



JR 

Sccrctary of StatE, 

V/ashl.ngton. 

GRAY 

Parle 

Dated Ua7 31, 1939 

Rco 1d l p. m. 

1~8, lfnJ 31, 5 p ,111. (SECTION TWO) • 

161 

BeJEn regrettEd that the question had bcoomc a 

political one . As tar as the B. I . S. was conccrntd the 

question was purElJ technical . No pressure had bccn 

exErcised on the bank from any quarter. The B. r . s . 

was not callEd upon to consider anJ other quest1on '~n 

that of thE propriety of i ts ordcrs o Neither the British 

GovErnment nor thE Bank of Engl and could have prcvcnted 

tht B. I . S from utilizing the gold deposited in London 

aa it thought tit. Tbc Swiss law did not in any way 

require the B. r . s . to examine speciall1 the ltgitimaeJ 

ot the ordcrs given by the Czechoslovakia Nati onal Bank 

to the B. I . s . 
Beyen conti nued that the bank would not necesaaril1 

lmow if any pressure had bun brought to bear bJ oaoman1 

upon thE Czechoslovakia National Banko No claim had been 

msdt upon the holdi ngs or the latter insti tution. 

BULLITT 

RR 
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JR 

Secretary or State, 

Hashington. 

1038, Hay 311 5 p . m. 

' 

GRAY 

Pari a 

Dated May 31, 1939 

Rtc 1d 1 :25 p . m. 

(SECTION THREE) . 

:62 

ThE B. I .S. was not calltd upon to negotiate on tht 

sub jeot w1th any German 1nst1tut 1on. Any attr ~pt to 

apvlr rol1t1c~l pressure would havE been immediately 

rejected by the B.I . s . 
AOENCE ECON0111C editoriallY oonmunttd that 1t dota 

• 

not intend to enter into any discussion with tht 

management of the B. I . s . on the subjcot of the procedurE 

adoptEd by · tht latter to dclivtr tht Czechoslovakian 

gold t o GtrmnhY and concluded aa follows: 

"It 1a compr£hcnsiblt that publ1o op1n10n was shocked 

by thia apparently propEr ' tranattr • . Tht act!v1ty of 

thE B.I . S. is in fact inexistent. It would have bttn 

better to liquidate this institution than to usc it 

tor operations wh1chJ but tor 1t , would certainly havE 

bttn mort difficult tor tht Rtiohsbank to carry out• . 

(END MESSAGE) 

sULLI'l'T 

RR 

.. 
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Boo. 81U7 lor&at!IM, Zr, 
a.or.u.rr or tile Tnen:r7 
fu~Uqtoe, J), 0, 

• 

.:.63 

~- I U.. .....-u.s ell ot tile t1lee 1a 
the liuteno C....U• 1AU.ler7 -· whloh ..... ..,....u.s tw 
appl'Uiaa~ .,,ooo,ooo liJ ._P•'• U.... lalker _. CooeoUde~ 
DhUllerie1, tllllll otller, 1a l"J-)6. 

le tu I hue 111\ !I.e ..... ~ t11eH tU.. boa~ haTe~ 
beoa ad'rl. ... tile\ 1\ 11 -.ata•t •t~~~ ,.hllo iaW.•t• a Mite t111eo , 
aftJ.lable "" tile C..-1 \\eo, 

Ia t.h11 -11t1011 I ... 1 ... te ollll 7ao1J' att.Uca 
t.e Ula tolln1Ac taeUI 

!bat till e1e1a at 1on7 IIMol tar • ..wiUGDil ~.ooo 
..., ,_.tac hetere till CoacreM at tile OaiW laua, u • lat.._. ia tile 
Couol14&W DlooU11c7 -· .. s-u,aw bJ lr, liNk, et\er till ela1a 
bad bMa 1pp ., ... b7 atW)W apf!U"atq ~ J'C'U' lr. ,,...... ot U.. 

'h'euuT D ; r' '· ftle ~U• et Ill>. liMit'• ia~ = la\lr-
rt• witllell at till ,_..y 1a.....W 1a tile """!f:"' ~ et 
.._ ...._. • ''• ~ -· ucetMI:t. • -rl..U•llr-
of ......... m' '!•tee, .... 2 2 

-· ., ..usa ru.a ot till ...... 
at o.n... ,....u1a1at t. t-.e -· lr, leak, 1a 1a1a a-S•U• bet .... 
tllb c-t\teo1 add.w \11&\ a. w .. , ••• UleM N.lae h•..tt lila\ till\ 
tAt erw•••u-- 1 t ·w 11r Ida.,...._,. Ia tM ~lie ru nd 
14 \be aoa PIJW\ at U.. 1eMJ. ele1a. a.-r, 1a We ...,_n, 'llllioh­
'fW7 ~ pqu .. , M ..... , ~til floe le\UJ'I fiiiJr, ..._,will 
... \be .,.., 1a --..at till,..._. o..Mi• U.Or ~u-, _. 
bl.e r.,.n iael,..M • ettUnt\ w111e11 a. \oOit hoe lr, a-, 'llllioh 11 
lllhlbH. ••• , at .. u """' 
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lOW' Jlr. Gre&, it la taaWied b7 llr. Grewa, 1a a tho~ rea­

llblt """• and there 1• no quea\1011 1a ~ a1ad that, b7 'rirtuo ot hlo troJ.ain& 

OJliOrlocao and poolt1011 u Chlat lDYeotlptor 011 tho lpoolal Coaittoo '-""•~ ' 

tlpUni tbeeo Uquor caaeo, lr. OH& 1o probabl,y batter lato.....S obout t~~a 

eortt• ot Sokol1 o ol&1a tbm IIQJOI&o olea ill 7011J' Depar- t . Ro reoo•ellded 

tllo pa,...t of t hlo olaia 1a hie letter to the C...toaiODU of CU.etou oo lWlo 

17, 19)81 u folloeot 

•Atter a oaret\&1 COilOiclarotloa ot tho record 1a thle aua _. 

a clloau111oa ot oortalll • ttero of Sollol'• act1Yitieo w1u.o.r 

1aYOa\Aptor o1 be 1o tho ~ iatoraer 1lbo oollld be ola .. od 

•• ouch, rtrtDc or1c1Dill 1atorutl01l perta llllnl to tho acu .... 
1Ueo ot t he C.....Uan Illduotrilll Alcohol LWted and ite aul>­

aicllu,-1 tho CooaoUclated Diatllhr ioo LWW, ID4 1t there 

1a no leclll bar to tho pe,.&t ot tbo cl&1a, i t wollld appear 

that be woul.cl ba &titled to an an.rd ot ooapenwatton. • 

llr. Groen llleo oteted uacler oath 1a lxhlbit l o, ) of Mr, Mact1 o 

roportl 

•x 1a "~ latlaenced b7 Bureau preoed111t acd 1t • ••ed to 

.. that thio caae 1o • aU toa:ro rltll tile Coaat Brnnioo, 

Ltcl. cue, and 1.t m an.rd • • Mdo 1a that caae, 1t ""uld 

•- that I W®l4 ba juetltied in reoo•.,.41ac taYOrablo 

act!.., 1D tba - ot tho Con..ol.clated DioUllorloo.• 

• 

Jlr, ar ...... 1a hlo tao~ bator• thlo c-ittoo, hao oteted tba' 

tho lnn oU,at1011 ot the lutorn Cua41811 Dlatlllorioo caaoo ha4 boea COillC 

00 tor troo au to oicllt - th· prior to tho octrT ot llr. llotol .. "" wo ..... 

Into thlo caao, whlab .. about z ... .....,. 19)~ . Tho otetoooot ot llr. ar ...... !llnher 

•hou that be - to 70IIJ' Dopartoont about tbe !irot ot z..,.....,. 19)4, troo the 

Poet Ottico Doparto•t, that bo bed ha4 no prorloue O>q>Orlooco 1• cruotou , t.bat 

thlo n o tbo t1ret - ot tbot cbaraotar be ha4 boon ~~~PCed 1a1 that bo 414 

GOt peroOil&lJ.T ha ... ~ lalowledce of tbo 1a ... at1c at1oo which &todated llotol'a 

•onooouoa with \be -, aor .,7 pereoaal lm.owledp ot an oarllor 1Dtorur 

prior to Sollol• • m tr7 lato tho caeo, 

llr. Qr .... a illao aott1.oed t ile C...Uttae \It&t bo ha4 DO author1V to tum 

O'for an.r ot the reoordo •taclat ia« laouuy 19,, which lliCbt corr<~borar, hie 

atateaoat that tbo Qoy-t ha4 boOil 1n eoUc•t1ac tho Coaaolldated iatWOl"T 

c .. I'&IIT prior to IKol' e •trT tbaroi.D 1D4 that llotol'• Wo.-Uoe ne not tile 

!1rat wbiah the CoYOraaaat bo4 reco1Yed with record to the 1ll•Cill aele of 

alcobollc ~00 b7 the Cooeolldated Diot1ller1eo Lia1ted 1o tile Onited 

Statu dlll'iaC prohlb1 tloe ellioT•• 
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TREASURY DEPARTMENT 

INTER OFI'lCE COMMUNICATION 

\ 

A 8W>oc>lmttM ot t.be S..ta o-J.ttM ca ,_"'•& ad c..rr..~ lllold 

bolriJIC• tllia ....a, • tM IMd ~. a. 2343, 1lla1cl> Mtloorl- tile.......,_ 

atn~iOD Fiuaoe Col'J)Ont1a te Sa-. ..U lp1ut 1o- ..ta1aed u a 

.-It or 1- ...s. liJ u.- tor "-•1MII parpoMI. 

:£7 

Staator lea4 te.ut!eol ....S apl•!e.., tile pvpo- ot t.be bill. • 

otahd tbat 1UQ7 ..U t1nu are DOW III!UIIrill& or ta1lla& becaM ot iJiald.lli;T 

to obtlia areclit aD4 capital. Credit tao111u .. llllou.l4 be prorl4e4 tor ..U 

bo&ainoaa •terpri.MI proportioaate te t.1101a DOW eeJOJed ...., ~ lo&11Aa11· 1l'Ddoir 

a:iatinc c0Jidit1oaa beUe w1ll DOt .a lA&e te ..U 'bu1M .. ~ 

IIIII 1! "'ch •terpr1MI 11ft teo ..U W Mll !~took ta.. line DO - · ot ob-

t.oWac captteJ.. n. lea4 ~ u dadped te JAM ,,oo,.,a...,_tel aid to 

loo-uc areclit te -u. at.pr1Ma. 

aa.ta aow ntra1a tra. 1w•aa ~te credit. \eon" 1t • 

buinou rial< ION be4 a 1cp pet ot tile 1otaa 11 lU"'•ll:r loat ud 1a tile 

tel&tinl;r tew caMe ...,_. ..U l.ND.a are ...S. tile rata& ot 1atereat "" Go 

..,oin. 'l'ha propoeed ~ • ...., prcrrldJ.aa tor a.raaca, wwld DOt o.l,r -wace 

tbe aakina ct INCh loaaa lo&t -u elM, liJ Uaitla& tile rial< ot lo.,, redDoe 

tho ratoa ot 1Dt-at obairce4. 81aoe tile bill ~· tor tile reoli-t ot 

... b lc&Da wttll tile J'.a.r.l .. 1 •• .....u, tile 11qa.ldii;T ot -.a uk1ac IIUih 

lc&D• ~ DOt loa lan '• Ia ....,.... te a qooeetia u te t.1ot effect ot tile 
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F"l"'* bW. 1Q>C>a tile liqll1dit;r of tile ... ..,,. .-..,a-tar ... n.aw 

tbat ~ roderal ~~a...-.. ao...s w WonecJ Ida tilet t~~oo Ndi-=t ..,. l IE:• 

-~w 111r tile Wl u ~ 'IIU t11oot tile loud .s.m.a to auut 

.. ·-"-t to tile pa'OYU1aa .. - er.tW. 

eoaan- .tll.a of ,_..,1..-1&, tile apouor of a ... ,11" 'b1l.l 1a 

\1110 - (B. a. 4280) , tuUtie4 1a fftor of tlloo 'b111. CoepH- httri .. 

ot In J•rNT aD4 a re..-.-tatho ot tlloo -'-iOIOl a.k118ra Aaaooiatillll 

u.utt..S 1a tnor ot tile 11111, 'IIU .,...aile4 tile IIM4 ot ..u 1oeu to .­

ta1lartl. Seator ....... 11114 s-tar ... ataW tlloot til-., Mll.,. tMt tile 

pre..,t 11111 .u .. ~to pro\'ilillll fflr noll loeu. S.Utor Peppc of 

Plor1da &lao toat1t1e4 1a t"'" ot tile Wl 11114 ataW tMt it 4oN oot -­

ruot llitll a 11111 (8. 36)0), p.roY141ac tor tile eeta!IUOiac ot a .,..tea of 

rteioaal 1ll4utrial baaka, wllioll M 1atroc!laoe4 lut MlaiGilo 

S.Utor liNd ataw tilet zcp: ••tat.i .... ot tile !rea..,-~t. 

BecoDOtruotlon JiDD!)e Corporation, 8eovit1ea aD4 .,.......,,,. Coeaiaaillll, aD4 

u.. r..s.ra1 ••• • • • loud -.. .._ ..._. to toat.11)- _..tac tile 'b111. 

lllrther lleariac• w111 11oo lla14 to.now 11114 fn411r. 1•-1- ot tM 

llaoonat=ottoa PiDeaoe Oarpozetl oa w1ll taatitT ~ .o...tac. 

;:,1-J .::f-/ 
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t11aa a t t1al bUilt - attor4 to -· ba a\ tao. 
- \11111 Mt.tlr a Milk tr. undlll o\Mr taou a tm 
b•1Me• "*-

1 .u,.\11111\ • ..aatep ~ .... bill Sa ., 1\ -- \be tnti\ 
prob~ ot ..n ..wprs.e nt.MIR -\1111 a - qtua ot b•""'• 
wUtutloDio witllool\ -t.illc a- 7.ura1 .. _..,~ witbollt ~1111 
tho t.rodit~ •tMI. ot f 1"'M''C eap1tt1 tq •U '117 ..U -~· 

I aa a\teob1'C a oow ot tao. bill. 
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70rn CONOilt:SS 
Jt11'1'8f'NII)l't S.2343 

IN THE SENATE OF THE UNITED STATES 

M .. T s, 1938 

Mr. Mr<o introd.-1 1M followiojr bill; wbioh wu .....I Lwico aod rutrrod 
to tho Committee oo Baolcilljt aod 0urTtDCJ 

A BILL 
'l'o J>roviclo lor the insurance ol loans to business, and lor other 

purposes. 

1 Be it enocted by the Semite ond 8 rnc~ of Reprutmlit-

2 tiuu of 1M United Stote3 of Ammca in CongreM ~~~ 
3 That this Act may be cited as the "Insured Business Loans 

4 A~ ol 1939." 

Ci Sro. 2. When nsed in this Act, unit'$! tbe oontut other-

S wise reqw-

7 (a) "Corporation" means the Reconstruction Finance 

8 ()Qrporation. 

9 (b) "Bank" means any "insured bank" u defined in 

10 section 1213 (e) (8) of the Federal Reserve Act, as 

11 ameDded. 

171 
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1 (c) "Federal Reserve Board" means the Board of 

2 Oo••emors of the Federal Reserve System. 

3 (d) "wan" meuns nny loan, e.xtension of credit, or 

4 renewal thereof. 

5 (c) "Person" menns nn individual, a corporation, 11 

6 partnrr8hip, an association, a joinHtock company, a business 

· 7 trust, or an tUlincorpornted orgnniwtioo. 

8 SEO. 3. (a.) Sttbject to tho provisions of this Act, tbe 
9 Corporation, UJ>OD apJlliCIItion, is authorized to insure any 

10 bank against the whole or any part of the loss or losses, in 
l l rcs)l('Ct of principal or interest or both, which such bank may 
12 sustain in excess of an amount equal to 10 per centum of tho 
13 principal amow1t of any loan which such bank ma.y ma.ke to 
14 any person for My business purpose, a.nd for the purposes of 
15 this Act the Corporation is authorized to determine what 
16 constitutes a business purpose. For such insurance the Cor-
17 poration shall charge a. premium of not lets than one-fourth 
18 of 1 per centum nor more than 1 per centum per annum of 

19 the Ullp6id balance of such loan : Provided, That the Oor-
20 poration in it.o! discretion may charge a higher premium, or 

21 may refuse to grant insurance altogether on loans of any 
22 bank which in the judgment of the CorporatioJl pursues a 
23 policy of insuring only &he more doubtful of its loans eligible 
2~ for insurance. 1'he Corporation shall from time to time fix 
2:5 lhe premium ra.tes to be clw-ged for the inslllUIC8 of 10&111 
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1 which rates may be adjusted in 8(Xl()rdance witb appropriale 

2 classificatiom bued, among other things, upon the nature of 

3 the loam and tbe character of tbe risks involved, and tho 

4 premium rates for which the CQrporation undertakes to imufo 

5 a.ny ptUticulllr !0110 shall not be increased during the li!o 

6 of such loan. 

7 (b) No IOIID shall be insured by the Corporation (I) if 

8 the aggregate principal amonnl of the borrower't iiiiUI'8d 

9 indebtedness exceeds Jl,OOO,OOO; (2) if tbe IOIID iJ made 

10 for a period less than one year or more than 10 years; (S) if 

11 tbe lo110 boare interest (exclusive of premium charge for 

12 insurance and service ch11rge) at a rate exceeding 4 per 

13 centum of the principal amoo.ot of the nnpaid balance of the 

14 !0110 outstanding: Provided, That the Corporation by regu-

15 Jatioo shall ha.ve power to• decrease or increase the per-

16 missible rate of interest if and to tbe extent that it finds such 

17 deereue or increase is necessary to ill!Onl the adequate 111e, 

18 or deter the exoessive use, of the insurance facilities pro.ided 

19 in this Act; ( 4) if the !0110 pro.ides for a service charge, leo, 

20 or oommission aggregating during tbe lifo of the 10110 n1oro 

21 th110 one-fourth of 1 per centum of tho prinoipttl amount ol 

22 such loan; ( 5) if the lOIID is made to IIDY penon, of which 

23 an officer, director, or security bolder owning more than 10 

M per centum of any oJass of its stock ia, or baa beeD within 
,_ __ ,_ .. 

25 the preoeding twelve months, a diredor ol the -- - me 
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1 such JOiln; or (6) if the Joan is made in ccmtra.vention ol 

2 any mle or regulation which the Corporation shall preacribe 

3 as neoessary or appropriate to carry out the purpoees of this 

4 Act or to prevent the ab!lBo ol the credit lncilities herein 

5 provided. 

6 ( o) Nothing in this Act sball pre,•cnt the Corporation 

7 in lippropriatc cases insuring IOilns which liTO subordinatccl 

8 to short-term indebtedness incurred in the orditiAly ~ 

9 of business. 

10 ( t1) 'fbe CoqJOmJ ion sbn ll luwe power to insert. in 

11 tho insutllllce oontracL covering 1111y loan insured under this 

12 Act such tcm1s and conditions as it may deem necessary or 

13 appropriate to curry out tho purposes of this Act or to p~ 
14 vent the abuse of tl1e credit facilities herein provided.. 
1~ 

SF.c. 4. (o) 1L shall be the duty of OJJY bank htwiug 
1
6 u lOll II instlred hy I he Corporation, ancl or 811Y assignee of 

17 
sucb loon, to ml\ke such ropons on tl•e condition of sneiJ loau 

18 
as tbo Corporation may rcqui ro. In tho event of any dc-

19 fault oo any loan insured by the Oorporution, tbe bank or 
20 

its assignee shall promptly notify the Corporation and take 
21 

such steps lor the protection of such lonn as the Corporation 

22 may require. At nny time alter any such delawt shall ha..e 

23 ~ oootinued for sixty da.YJ, such bank or ill! assignee 
24 

(upon naaking n. gnod 1111d sufficient assignment of such loan 

ll5 to tbo Corporation) shall be entitled to demand &om til&-

Regraded Unclassified



5 

t Corporation, and tho Oorpon.tioll shall pay, the fd amoWit 

2 of insurance due on aooount of auah loan. Tbereupo. the 

3 Corponlliou shall be fully 8111ir0ga~H to the ~ of lhe 

4 1>\lok or ill! assignee •or both •in · ~pect of euob loan1 bat 

5 shall romit to tho •bank or its assignee or the borrower u 

6 their interc1ts may appear aDY mooe-ye oollected in e:sce88 

7 of the insumnoo paid and the- 008( of ooDection. 

8 (b) Subject to the provisions of this Act and the tenns 

9 of tho insurance oontrect, the insurance on any loan shall 

10 inure to the benefit of any assignee to whom such loan 

11 shall have been assigned, or of any purchaser to whom tho 

12 obligation ovidonclng such loan shall have boon transferred. 

13 SEO. 5. (a) Upon the endorsement of any bank, which 

14 shall be deemed a waiver of dema.od, notice, and protest 

15 by such bank as to its own endorsement exclusively, and 

16 subject to such regulations as m&y be prescribed by the 

17 Federal Reserve Board, any loan insured under this Aci 

18 shall be eligible for redisoount by the Federal Baerve bank 

19 for the Federal Reserve districi, in which such bank ia 

20 located, aud for purposes of rediscount such loan shall be 

21 vn !ned at not less than the full amount of tho insurance 

22 payable by the Corporation in respeci fi such loan. Such 

23 loan shAll be eligible for redisoonnt whether or not the bank 

24 offering the loan for redisoount is a member bank of the 

25 Federal Reserve System and whether or ool IUdl bank 
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1 aAlQu.ired tbc loen from the borrower or aoquired it by tran.. 
2 fer !rom 8Jiolher person. 

3 (b) Every Federal Reserve ba.nk aha.ll have power to 

4 buy nnd soU, at home or abroad, obligations evidencing 

5 loans insured under this Act, such purchases and sales to 

6 be made in aecordance with such rule~ and regulations 
11 

7 tbc Federal Reserve Board ahaU prescribe. 
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TREASURY DEPARTMENT 

INTER OF1'1CE COMMUNICATION 

1. 11. 7oleJ, 1r. 

u you r~uute4 1JI ;rov teapbo.,. oall to • tb1e athl'DooD at 2: u , 

I collt4 llr. 14war4 .t.. "- a.d tile tollowi.JI& h a tlrtiDHript ot tu 

u lopltooo caa.,.raaUoD I ll.a4 111 til biJU 

7oleJ - .... ~-

,_ -Tea (I.JihrrupUca) 

J'ol-r - 111'. '1'-, I 1*Ye t ile S.OretU'J tbat ••aap Uat 
fOil aa14 JOG llll4 tor • 

7ole:r - ( a&tea•• ooauaue4) .. a I -uoae4 \bat JOG 11&4 
aalle4; aa4 be aaloa4 • 1f I would t1a4 Ollt troa 
fOil .....,t fOil oov.ld tall u abo~ tho Sllathor, -tter 
t bat I 41ec ... ee4 with no J., C). -· .... u e&O· 
lloQuillaa and bio ea-t \llat worb4 oa \bat oaoo -
tbof wore with • ,. .. I talka4 \0 tllo .t.. o., all 
fOil ,.... _, tor at that u .. , aa4 JOG tool< t~~• to 
J<NZ ottioe to t all< \0 til•, I hl1oTO, .... I 
•- baol< to tho tre.-,. 

,_ - I 4an't ~r:aow. It 1a 011t of ooa blalda all 1a ,_41JIC 
1a tho Depa-'• IIJ'. Jlol'pD\IIeu woulll 111<e 
to l<llaw traa tho .... C). no atatu of net ouet 

7oleJ - 11oll - 'llllat"er ;rou oa toll •• ollau\ U. 

'1'- - I will 'llo &1&4 to tall \bat \0 tho .t.. ; • 

• 
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Ill'. Ranee toda7 ohowd tho horetaJ'7 ~ 
attaoht4 letter wb1ob be reoe1•e4 ti:'OII Jaaeo Aoooenlt. 
IIII,Jr aa14 to Ill'. Baneol "I would get all the foote ud 
ban 14 Joler go oYOr thea and ••• whether tho r 111'0 oor­
reot ltgall)'. After that 1o dono1 ~f rou would 0111'0 to 
ban .. go oYer thea, I wou.ld 'be g1&4 t o 4o eo. I tb111k 
I t ol4 rou that at O&b1nwt I 'brcnagbt t ho aattor UP ud 
the Pr .. 14ont 0&1d 1 J1ne1 Go to u. 11 
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SAMUEL GOLDWYN INC .. Lm. 
S'TUOIOS--7210 aANTA MONtCA .OU~ 

&.ae ........ -.~ 

..!.. 

JAfilla titOOSCVCLT ............. 

. ,. tt, lt31 

I ha'" '1'J'dZ' l etter ~r lla7 ZUh. 

To tile berl of _,. lal-lod'e I ha'Oe ,. .... r teloph..,e4 JOU 
OOIIMrD1Jo& ""7 ""' OUtlo wl t ll tfle e:ooeptlan Of two tdeph­
oallo r..peotill(; ·- 1ntor-.t1011 ! or • tTitnd or alne, 
liP . J ooopb Sobenok. !be teleph- roq,..ot • • not t or • 
opoolal to."tor or .... ,. 11:1114 . but rather tor wo ..... tlan .. 
to .... thor the o ............ t •lpt be solD, to ..... lit. ror 
oorto.1D r ooor4o, oo tbo.t he D111ht prepare tho• tor llredhtt 

tub11lu lon 1t tho req1Mot o-. 

1t tho tbe, I o.obd 7"" 1t.,. roq••~ -. portootl:r pr<>por, 
ODd ,.....r reply wu that l t wu corto1Dl7 ao 0114 ;rou would be 

&lad to look mto the Mttor md 1Dfor. -, 

I do not U114orot....d t l:e t oDUro ot yavr le tter and ita t...plioatlcm 
that I ha'" •• ropaatod calh t o you ocmcorn~ thuo cuoo. 
TOll are w ll o.wn tut t hlt 1t not tbo ouo o.nd that I ha'Ot 
Mdo lt o. dot1Dite pr1Dolplo not t o ocmto.ot o.ny Gonrn:oent 
depart.ent, aekiDg tor ape c1a l trea t.lnt or ra~or& tor .ny or 

.,. t rlolldo. 

Tho Honorable John W. Ban•• 
I1DIIor Sooroto.ry ot tho Tr• 
Depo.r tftnt or the Trouur,. 
..... hiD~"· !) . c. . 

Sinotr y your• •/) __J,.t--

~···~ 1/(~1. 
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I 
y tx:XmT (t :J(T~ 

At.t.omeya at. ~ 
Boa.,.r, Pa, 

r.Mrlco n. Eaker\ 
BM'Nl'1 Pa, 

:o..., H, Sobn 
lliquippa, Pa, 

l!q :n, 19)9 

!q dear SclcTetuyo 

Tbe ~ en~ aDd prcool.a1JI& ut.t..~ 
t.bat. lou ., ... ooat ol Waah1Dc\CD ror a len& t.1Joo 1a 7f1111 
~t-nt to.rore t.ba ~~~· an4 ~ c-ait.t.ae oo t.be ~ 
Jaot. or t.uat.1co, At. 1aot. a b1gh otticial ot Ulo Ocm>n>­
IICnt recQIII1Ma Ulo 1.lopc>rt.aDce or a tiacal .,.- t.bet. 11111 
eDCO\U'Il&" b.e oat.erpri .. aDd pr.t: .. t.. ~.zrn.-, or dlet.ri­
'l:lllt.izli: t.ba t.ax 'blll'dec ju.o~ and tho nat.icoal inc""" 
oqu1 t.ab~, Thia 1e t.be - t.ota1 or a a...ad tiacal pollc,­
and what. a woodert\U t.b1J1i it. wwld bG 1! •, Dlaocrnt.o, 
wou.ld deftlop a ! ileal policy by wh1cb Ulo obJoot.ifta out.­
llnod in )'Oill' atat.clllmt. would be roalited, I &:1 poraaalcd 
t.bat. tho gN&t..ort. lin of a>l.aeion on t ho port. or t.ho present. 
Adm1niat.rat.ion h&a *'> ita indi!!enuv:e t ar.nrda tho 
<Wio1opoent or a oound tiac&l policy end it.e t llilllre to 
recQIII1se t.ba l.Qportont port. 1 t. plqo in t.ho nat.icoal 
0001>01111>'. 

'fheD tbG ,.._ Act or 19J6 .... under coo­
aiderat.ico in tbG t iol&ae or Ropreocntat.i """ , I bad cccaaioo 
to lll!oka a .poeob in wb1ch I endoa........S to polot. out. the buia 
ot a aouad tieccll poU(l7 'llitb apociCil re!OIWICI to tbe prol>­
laa or reccm11:y GIIC1 •!IWJIP] O'J11Mt. I • l.orowUb cmc1o~ 
a copy. 

J:W-1na the c""'!>&1110 or 1938, l diat.ri 'l:lllted a 
J*ljlhlet uoos the 'I'O't.era in '61¥ lll.etr1ot ln whioh I eet 
forth in a e"-Plo ~ the !acton in our O(loocaia eet.-up 
t.bat Oll&bt. to bear the ~t or t.axaa. Dloloaed t1.nd • 
copy. 

CR3t EC 

1i1tb ldAdeat. poraODIIl recarda, I .-111 

Your• ~. 

C!!ARLSS R. Ea.::m' 

By ( SiCJIC)d) Cbarloa R. Ecker\ 
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llASS.tCIIUSm'S 

Boe. 1'-7 lorpat.bau, 
Tr ... \11'7 DeJ)U"t;Mot, 

"'~· o. c. 
Deer .... S.~· 

~ 29, 19)9 

' 

17 wano ~t.ul.at.1Cllll 011 JfNT t.uaUon 
at&.._t.. It. ca ... recl n <r71.1•1nc 1aj)Ort&Dt., 
UCip\ t.be qu.uUon of dcNble t.uat.l OD of 
di'tl.~l l - pa1DI4 11'1.\h jow'nala l i..M u.. 
II ... lorlc "-• ..tlO deuDd t.ax rnlai OD IIIII 7'1t. 
il>lll at. 011 a -1\11\101111 art a\ 1.0 bindle 
t.ax ~. toa cwk1nlT ba•• ~ c:~ 
t.o .Uolt l:r)' .,_. ~ 011 \hla q1111at.10D ae4 
I traow -ta 11'1.11 prono 701& baft bee rl&b\. 

••••••••• ••••••••••••••••••••••••••••• 
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lira. lialo.Uton • . 11r1&ht 

328 BuUalo Avenue 

N18€&ra FalJ.a, N ... York. 

Seerotary of the Treasury Uorgenthsu, 
Treasury Dopart..ent, 
Tiashington, D. C. 

Dear Sir:-

I clo not propose to uncle~ a Socretary o! 
the Troasury and. ap?Ointe<l by the present Adainietrat.ion 
IMl<ina the roccx::o:oendations you dicl last Saturcla1 on 
tax revision - - - I am onl,y thanl<!Ul that you havo 
done so ancl am graterul to you tor puttin& tho financial 
stability of this country above pclitical expediency -

I COD<!ratulate you on not o~ hsvir\e eound con­
victions on the Nvision of our tax structure but on 
your cour"€8 to fitbt for these convictions and the 
!earleasneas you have sham in exproeainc thee -

Cordi~ yours -

(signee~) Caroline Norton To'r1i}lt 

:s3 

• 
... 
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SOU'lHBASTERII E!lOINEERIIIO ca!PORA TIOII 

En£1neera and Corultnlctors 

HeiU')' llorgentbau, Jr., 
S.cretar)" of Tre&sUI')', 
'laehingt.on, D. C. 

De3r Sir• 

ua,- 29, 1939. 

57 Alabama St . , S.W. 
At lanta, Ga. 

Your recent rec.,....,OO.tiona of proposed changes in tax 
legislation is the moat encouragina new11 of the ;year and, I 
belleve, w1ll be acclaimed b)' every buaineoo ClBn in the country. 

Your proposal, No. 4, is most ursentl)' needed. In aey 
t,-pe of business such as construction, which ~ it 's very nature 
shon big 8llings of profit and looe, the present law 1s grosel)' 
unfair. Under i t a small business man can be Utorall)' taxed out 
o! sxistance, simply ~ the recurrence of altamnto )'Oar• of 
hen 'I)' proti t ond l oss in al temn to )'O&rS. 

You and )'OUr staff deserve, and I ""' eure will receive, 
the fUll. support of business, large and ......U in dr1 vine this 
openin& wec1ee to a new Recover,-. 

Respect.!Ul.l)' )'OUrS, 

/a/ John 11. l!!:Conn!ll 
J ohn 11. llc:Connoell 

.. 
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em or TOL!DO 

Q!!I2 

John N. Ed;r 
City lo!enaeer 

The Honorable l!enry Jlorgenthau, Jr. 
Secretary or the Treasury 
Treasury O!t1ce 9ullA:Iing 
1ial!l>1n(ton, D. c. 

June 2, 1939. 

llq I otter tina wcrd o! apprecat1on tor your rec<D­
IOOndation that Congress ropeaJ. those tax l&wa 'llhich are IIIOrG 
irrit&tinll than revemle producing 11'1 order that a higller level 
of bu:sinesu activity rm;y be encoura.ced and il'lcreaaed worl<: 
opportunity afforded for uner.q>loyed persons . I think this 
City 1a !air~ typical. of those 1l'lduatr1al c~ties 11'1 
.ml.ch the burden of relief and work relief is sl.lllp~ beyend 
tho cnpeci ty or the local. goverrc!IOnt and at the same time 18 
str&l.ning the capecity of the Federal. govotW~ont. You cannot 
concern youroelf w1 tb our fil'lancial. probleoul, yet this is 
not the on~ city 11'1 which the outlook appears hopeless. 
Unleaa uner.q>loyed persons """ be returned to work in private 
e=ploy1110nt the !1l'lanc1al. structure o! il'lduatrial c1 ties 1a 
certa1n to collapse. 

111 th aaeurance o! r:q estee:o and a1ncere &ood wishes, 
I • 

JliE:!.'.S 

Reepect.ru~ yours, 

(signed) John N. EdJ 

City llanai•r 

• 

:95 

• 
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~: PACIFIC COAST MOTION PICTOR£8 1!&7 Jl, 1939 
}:55 P. lol. 

pru;S!:IIT : 

l! .!L.Jr: 

!ianu : 

H . . ! .Jr: 

1lraveo : 

H. L Jr: 

Grnea : 

llr. Bane• 
Ur . KcRe7Uolde 
)(r. Ora••• 
J.!r. Gaaton 
llr. Wenchel 
Mr. Irer 
14re. Klotr. 

All right, John. 

Mr. Secretary, the Department baa referred to us 
a report on the so-called .otlon picture cases out 
on the Coast. It 1a quite a long docWDent, and I 
did not think we wanted to go into the reading or 
lt now. I think the beat thing to do ie to be•• 
Gra•e• g1•e rou an outline or Juat exaotl7 what 
baa taken place and where we etend now. 

All right. 
• 

'l'he document that we have here ia the usual report 
tor signature b7 the Commlaaioner, addressed to 
Assistant Attorney General Uorria. It reco~enda 
that the District Attorney ot Loa Angeles be 
author ir.ed and directed to institute criminal pro­
ceedings directed againat Schenck and Goetr., re­
presenting the Ueyer Fam117 Trus t, and Darryl Zanuok 
and a number o! other peraons, or emplorees or counsel 
retained by one or another o! those three, and 
including a revenue agent, who investigated t he 
tax 11abil1 tr or thia group, and who it 1s bell end 
aougbt to conceal the true recta. 

What 1e hie namet 

Xadia. The charge against these people is 
they !ailed to disclose income received by thea -­
and I speak now or Schanck and Goetr. and Zanuok -­
in connection with the r eorganir.atlon of the 20t h 
Century-Fox Company. In that reorganization, these 
three, who were the owners o! 20th Century, merged 
with a very muoh larger interest, relatively, than 
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;i. ~ . Jr : 

C.rane : 

·- · Jr : 

Or'" vee : 

!!. : . Jr : 

:iravea ~ 

E •• • Jr: 

Graves : 

ii . J.. . Jr : 

Gravea : 
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they had when they ~ent l nto the zerger. ttat 
galn waa not reported by thea ln their lncoce 
returns tor the year, and our 1nveat1gatora have, 
or course, sought to get from them the true facts 
about t he t ransaction. It think lt la correct to 
aay that t hroughout the l nveatlgatlon those people 
have sought to withhold t he true facta, to mis­
represent the facta and mi slead our investigators. 
We are recommending tha t they be held to account 
tor tha t t~ilure to tP\1 the truth in this lnveati­
gaUon . 

The amount or the income derived by those men, in 
all, was something ln exce~s or seven mlll lon 
dollars . The amount or the deficiency and penalty 
to be declared af alnat the• 1s something ln excess 
or elx :nilUon dollars. 

So l t 1& alx and seven? 

Yes. 

Thirteen. 

Yea . The amount of t he tax ano t he penalty would 
be almost as much as the 1neome . 

Dld they bribe t his agent? 

• 

It 1e our supposition that t hey dld. We have very 
strong evidence to t hat effect , which, however, ln 
i ta present stat e, ... ould not atand up on trial; but 
out belief i s that i! the d1atr1ct attorney would 
call certa in wttneesea on th l l report before the 
grand Jury , direct evidence of bribery could be had. 

ilow, l e t me ask you this queation - - either you or 
counsel; i n eendin~ thia over, aa I und~rstand, 
aa a au~estion ~rom the Co~llsioner of Inter~l 
Revenue to t he Aas l atent At torney General, Lr. Uorria 
that 1s the u•ual procedure? 

Tha t ie t he usual 9roeedure. It baa only been 
de parted trom ln the Annenberg case, as tar aa I 
know. 

Well, I do not think those two oases ~~e quite 
eompareble . 

Tha t is my own opinion. 
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I agree with you on that . 

I mea n in t he Annenberg caae, we nre deal i ng ~th 
the unde r world, gambling, r acke t s and all the res t 
of that . That i s one thing, nnd althongh t his ie 
a tax evas i on, t here i s no racketeering i nvol ved. 

It l a a tax case . 

And i t i s a large one . 

It i s large , but there ie no racke teering or under­
~~rld hooked up with it. What about this questi on: 
lben I looked i nto the Annenberg case I was told 
that we had to see hie la~era . Is thle the usual 
way -- to send it right over? 

I thi nk it is in order to have it go over without 
attempting further to contact ei ther these 
principals or their lawyers . They heve been con­
tacted over and over again by our apeoial agents, 
and given every opportunl t y to say anythi ng t r.at 
they mi ght car e to say , and, as I have remarked, 
they have undertaken to obstruct ow• investi gation • 
and withhold t he information . There i s no questi on 
but what they have undertaken deli beratel y to 
deceive our invest i gators. 

I would Just like t o satiety myself .thet t his 19 
the usual procedure . 

Yea, s i r . 

Yea, ai r . 

~t you have i n mind, -r . Secretary, i s that 
were told that the people in Chicago should be 
i nte r viewed. That hea been done in thie case . 

They have been interviewed? 

Yes . 

l'lhere? 

I n Los Angeles. 

And 1n New York. 

-
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And Kuekow1t& in Mew York. That 1a rlght. 

llllo 1e atuelton tz' 

He 11 tax counsel tor Ke7er. 

Where does Me7er come 1nto tne p1cturet 

He 11 connected nth the lleyer FamilJ Truet, or 
which Go~t& 11 the manager. 

What 1e the tamlly truet called' 

The Weyer Pamily Trust. 

Doe a 1 t not bave ao!M na~~et 

That 1a the name -- t he Ye7er Faa117 Trust. 

John, 1t comes through J OU to me. What do 70u 
reooomendt 

I recommend that we send it to the Depart~ent or 
Justice. Ae I underetand, the Department or Juat1~e 
will then contact the 1nd1v1duale and ther will 
then be given a right or hearing. That i s the 
general procedure 1n the Department. It will go 
thrOugh the ord1nerr course, Juet aa 1n any other 
tax caae. 

Once we send 1t over there, I would say it wae up 
to thea to follow whatever procedure ther wanted 
to tol1.ow. 

I agree nth JOUo 

We cantte11 them what ther ehould or ehould 

I did not JMtan that we should te ' 1 them. 

I .. an. once 1t goea over there, their banda are 
untied ae to what t her want to do, and it does not 
go w1 th aDJ recota:Mndatlcn trom ua. 

Other than the institution or orimtnel prooeed1nge. 

PardOn me, what did JOU 8aY' 

We aa7 that we recommend the 1nati tut1on or criminal 
proceed1ngl. 
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Oh, you do say that' 

Yea, air. 

It is stated in this letter to the~. 

Who says it? 

The Commissioner. 

Who i s the Commissioner? 

l.!r . l!elvering . 

<ill his name be on i t? 

200 

I t hink it will. He aaya he will be in the Bureau 
up to F'"J>tday. 

Does anybody want to raise any question? 

(No r eeponse) 

Then, 1t goes over w1tb our reoo~oendetion ror 
orim1nal prosecution, a nd with no s trings to it 
once it does go over. Is that right? 

That 18 right . 

Is there anything that ei ther or you gentlemen 
wants to add to t hat? 

I j us t wanted to say to you tha t this :>aD Iad1s 
bea been removed from the service. That is in 
accordance with t he usual procedure t hat 1s 
followed, and a reooeoendation was made . 

I agree. I have no other statement. 

It ie tour-fifteen. Wil l be sign it between now 
and five o'clock. 

It can be arranged. 

I would like to have it signed. I would like to 
have it arranged to have Mr . ~orris watt until i t 
gets t here ton1@1lt• Call him up and tell him we 
are going to have it over end aek him to please 
wait unt i l it gets t here. 

Ia there anything elae' 
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Could I oall nee Ba~~J~P.rtner and tell her 1 t u 
on the way over' 

Surely. 

So that abe will be able to tell hill that when he 
geta ln. I think that 110uld be a good ldea. The 
only purpose to be served in catting it over there 
tonight i8 to have hill 81Bn it when he gets in 
at 9:15. 

All rlgbt, but suppose t hat H~lver1ng cannot si gn 
it. 

I think we can arrange t hat . 

'tlhere U he' 

He i8 at Takoma Park Sanltarlua. 

At what place? 

At Tal:oma Park. 

All right. 

( l!eet1ng concluded at ~118 P. lA . ) 

Regraded Unclassified



lla7 ~1. 19~9 

Preeens: 

lh-. lloReynolde 
llr.Bell 
IU-e. llotr. 

1.Jr: I baYe made no auggeat1ona ae to wbd 
G&aton d do. Think about 1t. I don ' t know. 
1 don't k.now what be lU:ea to do. I d1d eay aometb1ng 
about do1ng Procurement, looking 1nto that . Outa1de 
of that I ban -de no •U88•at1one. 

Of oourae, 1n t he rooa here, 1t 01bbona gate 
out, he ' a 1ncl1ned to get out, then 1t would be eaa1er 
t o deo1de. You aee what I meant When we a nnounce 
1t, we have to ea y something ot what Oaaton 1e go1ng 
to do. 

Then, this 1a the t hought I wanted you people to 
think about . I don't know whether you know 1t or not, 
but eomet 1me in the Fal l Aroh1e Lochhead 1e leaving, 
and 1 oould not te l l him not t o go. 

There 1e 
for eome t1ma. 
him 1n there. 

th1a young fallow that we have trained 
Tbie fellow Hawkey. We might bring 

Than t here th1a 18 all 1n the air, another 
t hought waa to put lllarle Coobrane in there. W1 t h 
frank Dietrich and Hawltey 1n t here , and if we bad an.J­
t h1ng epeoial 1n the world, we oould get h1a out . He 
oould get 20 .onthe' lea•• ot abaenoe. He oould get 
leave ot abaenoe or aae1gn him. !hey won't want b1a 
i n Par18. 

!l£, Bell: That would be nne U' he d.1d not loea 
hie statue, baoauae he'e a prominent oareer men. 

"f ·~' Have hia detailed here. 111 thought waa 
if we ha rle Coobran 1n there, Frank Dietr1ob and 
Hawkey, that would take oare ot that . 

Tben, on the ot her thing -- Mao, you know more 

202 
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abOut Luoiue 11laer dii'IC• 

llr, Mol\: He' • a nry bright young aan. 

:{Jr: I don't aean ae Auhtant Seoratary. I 
was thi nc or haYing three bright young aen i n here 
ae Aaaiatanta, whom we oould eort or 1111 tor epeoial 
aaa1gnmente , euoh aa Export-Import. · I wee t h1nlt1nc ot 
Lucius l1l118rd.ing , l'h1l lCoung and young Joe Cott on, none 
1n terJU of Aeelatant Secretary , but all ooa1ng troa ex­
C)ellent background of people who ha\'e done publlo llr\'ioe 
and you could gi\'e thea different aee1gn~~ente ae the 
th1~a oaae up. But I wae thlnlting of t hoee three that 
people oould uee. One, Mao oould uee; one , Bell, But 
thoee three young rel l owe would be here to use t or c11t­
terent th1nge, one t o work in with J:~ort-Iaport, or 
whateYer there ie. 

Wr• Bell: Ie Cotton bereT 

HK:!:Jr: Be' • oo)l1ng' t his afternoon. 
he 's br ant. 

llr. Bell: He ' a a l,awyert 

Mr•· llotz: lho would they be reeponeible t oT 

HK ,Jr: Jle, Mao. Belle A117bod7 that went• thea 

203 

• 

Kr, KoR: PrimarilY, au1atante 1n the bon' orrioe. 

HK.Jr: 'l'alte Export-Iaport . I would 1all8d1atelY 
put Cotton 1n ther e ae underetudy to Arob1e. lhY len' t 
the Brazilian loan going ahead T 'l'b1nge lllte that. I aa 
tbrowing 1 t out. 

~· !loR: Wilmerding u a nry bright young f ellow. 
lle' e go on reaearoh ir you want to be sure your reeearoh 
1a thorough. 

Kr•· Klot;: But thAt'• all. 

Kr• K9R: He' a of no use whate\'er 1n an adm1n1a­
trat1n oapaoltJ, to tu.rn OYer a111thlng to h1a to be done. 

... 
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)!r, Btlll lfr1Ua a good report . 

Mr•· llotzl But that1 a all. 

Mr• MgR: He w1ll go olear to the botton ot a 
th1~, )"OU oan depend on 1t. But M taltea all tbl tua 
thet • neoeaaary to do 1t. 

r·Jr: Gentlemen, I aa Juat throwing thin th1nn 
out. ot nc 11 antled. I want the three ot )"ou, with 
Harold Grana, to talk 1t OYer and t hen ooao baok and talk 
1t OYer w1 th llra. llotz and •· I aa t)lronnc 1t out be­
oauae I haTe aort ot -dl UP ll1 a1nd that I oan' t get, 1a 
the next 20 aontha, tM lt1nd ot people, quall1-pol1t1oal 
people, that I want. 

!r•· lloh: And firet-olau people. 

~: r1rat-olaaa quaa1-pol1t1oal. 

Mr. 88111 The t1me 11 too abort . 

"J·{rl Therefore, I haTe to rel7 on the raat , oa 
Mao and and Harold Grana, Gaaton, lfh1te .~ •• and 
the r eat of them. 

!r. Btlll lloth1nc eettied about Gibbona 7ett 

Hll .Jr: Jo, I aa going to tallt to Gibbona. 

low 1t 1 a up to ,.ou, Do we need aoM Aaaiatantat 
lbat I wo;;id do with Joo Cotton would be 1aMd1atel7 to 
put h1a Wider .t.roh1e and let hU &r7 h1a out. Xou bow 
whet I han told h1at Three aontha' trill . 

Mr· llol\: Ot oouraa, Ph11 XOUDK 11 alreadJ' worlt1D&· 
He would atll)" 1a tha plaoa he 1e • 

.ll!l...lr: Joe Cot ton would ooM aa underat\14)" with 
Aroh.1e OnTxpon-Iaport, State Departaont, but not on 
the Btab111&at1on Fund. He'e part1oul arl7 1ntereated 
1n South Aaer1oa • would haTe noth1D& to do with the 
Stab111&at1on ruDd. Taite the queat1on of 8pa1n. It' a 
a legal -tter . flaa queat1on ot w~ don't we ro ahead 
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with Bra~il. I don't know whether be hae t he backbone 
to go over there, to f:fht eo hard we will tind out, but 
I want to know why aren t they making that tso,ooo,ooo 
loan t o Bra~il. Somebody 1e blocking it. That kind 
or stuff, I would make hlm understudy to Archie on Ex­
port-Import, whi ch is plenty for the time being. 

Ur . Bell: We have some other loose ends. Might 
not be any of our bueineee, but Wayne Taylor used to 
spend a l ot of time with Commodity Credit a nd Crop Insur­
ance and I have rever been able t o find out what that las t 
thing u. 

~"5 -I.. 

IUI ,Jr: o. 1 . I wae thinking, frankly, of the 
looee ends which have been my responsibi l ity, knowing 
Arohle is going to go and trying to plan for J117&elf a a1x 
weeks ' vacation. What I am hoping to do. Ohly thing 
that bothera me 1a apples! What I am trying to do is -
let you all 1n the secret -- try to plan ia tho first of 
Augus t t his year t o t he 15th of Sep t ember. That's what 
I am trying to plan, and so i t will be t he first financing 
I ever mi eeed. 

Ura. llotz: Uarvelous! 

HU ,Jr: Only thing thAt will bring me back are 1111 
Maokintceh applea. 

Ur. Bell: Xou will be close, where you will be in 
telephone reach? 

HU,Jr: No. What I want to dO ie go to see the 
Presi den t and ask him about it and I am going to t ell 
Johnnie Hanes today, but that's what is on a:r a1nd. I am 
planning to amoke him out. But that'• what I have in 
mind . Then ae eoon as we knew, and everything el ee , I 
think what we ought to do is meet juet aa frequentlY until 
we get this thing. rirst t hi rg 1e to get Oaaton straight­
ened out, becauae there are blind epote like you are talking 
about. Do you (Bell) need anybodY? Doea Uac need any­
body? Doea Harold need anything? 

Again, very much in thia room I may be all wrong; 
I don't want to be unki nd , but I oan1t see that Johnnie 
doea anything toward• 8 uperviaing I nternal Revenue. Am I 
wrong , llao? 
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Mr· MgR; Jo; be doea not do u . 

.!!Li£: Doea be do anything? 

Mr· KqR: No. I don't think h8 do .. t 

Hll'r: He tu.aea w1th part1oular oae .. , but Ollt-
eide of t 

~ MgR: Be gete 1nto plentJ of ind1~idual oeaea 
tbet we ~• to get lUa out of , but ba doe a not do mob. 
K18 intentione are perfaotlJ good. Ba doee not •an to 
butt in out of turn. Aa eoon ae h8 find& be ia, be gate 
out qui ok. 

~~ But u to taking adll1n1atrat1n reepona1b11U,t 

Jlr, lloR: llot h8 doea not. 

HM,Jr: I a m trying to be realiatio. I ha~ Juat 
gone through th1a moat dift1oult t1ma a1noa I ban been 1n 
Washington. I am afraid I am hera for another 20 aontba. ' 

l!r, Belli You are afraid you are? 

KII,Jr: Yea. ADd tbarefore , •• • 

!!r, Bell: I waa afraid for a while JOU were not . 

Hll.Jr: ~refore, lira. lloh 1a going to laqb, but 
for 1netanoe, t011orrow a~ternoon I •• not going to be bare. 
I ba.,. Juat got t o do aa.eth1ng to atore up a little en•rc7· 

l!rft lloh: You are approaching 1t in the right ftJ 
bJ putting 1t on thea& people. 

~f'r l aa putting U on tbaa and I want JOU g&Dtli-
Mn t o n ab011t 1t eo JOU oan get reaeonabla fta&t1ona; 
ba~e a little tun; IDJOJ JOut&ll~ea. 

llr• ~: I am badng loh ot tun. lban JCIIl nre 
under too~ praaaure at the lhitl Houae, that ... n•t &ftl 
tun. 

I want th&ll 
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fellows so if you come baok and Bell sara 'I need a 
couple ,' and Mac sara he need& a couple -- and then 
I think we ought to sit down with Jones and he sa1d 
tor ln~ tnnce , he would like to talk about HOLC. H~ 
sai d, I am going into a new Job and I want t o get 
help trom t he Treasury . 1 

J.!r . Bell: llhat Jobl Oh, he 's go\ng to head up 
tt..e.t conaohdilted lending agency. 

a lti ,Jr: Who d i d you think was going to do itT 
l ckea? 

ltlr. Bell: I had no thoughts on it. I thought 
Jones was t he beat aan. 

ltlr . ~: I bad a little run when I ca~e back 
Saturday . n into Louie Brownlow. We dr ank some 
Scot ch a nd soda and he was Just itching to see me. He 
aaid0 The President wouldn't let me go over; wouldn't 
let me see anrbody; any Depar t ment people. I had to 
s tay away from them.• He was Just bubbling over tor 
gossip and that's all he did , except to tell me one thing. 

You know, Sam Ordway ie out t omorrow. He' are­
signed and the President accepted it aa or tomorrow. 
He, or h is own volition , brought to t he Presi dent a list 
o! people that were known more or lese nat i onally who 
.Ught be considered t or appointment aa Civil Servi ce Com­
m1a8ioner and he rated them on a Civil Service basis, 
some t welve. And I was at the bottom of the list. 
LOuie, he just laughed. He said "This i s the first time 
you ever flunked a Civil Servios exaalnation. Xou rated 
Just under 70. " He had Brownrigg, Department of Just~ce, 
at the tope. He's the man ltlurphh brought down trom 

. IIJ.ohiga n. Louie thought it was so tunny. 

Hlti ,Jr: It's because you f ought h i m. 

Mr. lti~R: Sure! But the funnr thing is, he said 
that was onridey that he gave it to the President, that 
the President turned i t over to Louie and Smi th or the 
Budget and aald aomethi.ng about t hese boy a rating their 
teachers. He said the President Just laughed about 1t. 
But Louie aaid that on Saturday morning Sam had sent a 
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reY1aed l1at over that turned the t hing around and put 
~e at the top. Funny thing ie I went over and met him 
Sam -- firat time I ever apoke to him alone -- epent t wo 
hours with him over at the Cosmo• Club and Sam ohanged 
h1a mind after talking to me two houre. 

KY.Jr: Friday night, at the bottom of the list, 
and Saturday morning you were on the top a nd you had t wo 
houre w1 t h h1111 Friday n1ghtl Ie that leading uP to the 
point of Civil Serv1oe Colllm1aa1oner? 

Oh, no! Wouldn ' t take it 1n a thousand 
yeare! t want it. Aa far ae I am oonoerned, I 
would rather be where I 8111 now than any plaoe they oan 
!lnd . I am perfectly happy and expect to reel happy t or 
20 months. 

HY ,ir: One other thing -- I wieh you would send 
t or Admira Peoples in the next 24 hours and aak him 
where he' a going to go at the end or 60 daye, an4 keep 
after him. Have the Admiral write me a letter asking ' 
that after 60 daya he be transferred baok to Navy. 

llr. UoR: I have alreadY talked t o h1m and he' a 
tol d me he would not stay after 60 4aye. 

HK .Jr: The ot her thing, ia it a good move to heve 
Capt. Colli ns 1n oharge1 

Kr· WgR: I have no hesitation on that. 

oOo-oOo 
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TR£ASURY DEPARTMENT 

lla:r 31 . 1939 

TO 
Beont&JT lforplltibaR 

'"'"' JAr, s--AJ 
SubJeot: 

lla)' 20: 

Data 011 upon Mlee of wbeat and otib8r .net 
1nfol'llat1oa , reponed by Federal lurplue o-41Uee 
OorporaUoa. 

&zpon dna"" a1ow. 

loak1Dg J'a1Ae reoe1n4 1A partie of 41')' area• 
1A ••braaka. Orop npene uUaate total 
Ull1te4 ltiatee m.at ozoop ati abo·d 700, 000,000 
bullhele, nreue 9Jl,OOO,OOO laet :rear. 

lla7 22: W1JUij,pel report. Ml• of 250,000 buelwle to 
UD1te4 UJI&dOa. 

Oood rain• reponed 111 partie of Ian•••· I owa, 
Jlebraaka, and Oaa•«'an aortibweet. 

II~ 231 Jlo data on ezport ea1••· 

lla)' 2~: 

Oood ra1Ae 1a Hortb and loutb Dwta. 

&et1aatee of 1939 wheat orop for 22 aortblrD 
beailllbel'l oouatr1u reporUq, about 7 per 
oeat below laet :rear. 

~rted tibat Ull1 ted I1J1&40a boqtlt abovt 
635, 000 buhell fi'Oa .Arpnt1Aa. 

Ozoop ,._.. report• fzooa b.lp teaperawn• 
bzooapt bea~ '1111.71118 · bported tibet pub11o 
1Ateneti 1A tba wtlaat .arket 11 larpeti 1A 
aon 'ball a :rear. 

lla7 25: &zport 4-4 nr:r 4rellr7· Oana4a reponed 
ule of 350,000 bulll1&11· 

Ooo4 ra1111 111 11111'1111 trblat tel'l'1tor:r. ntb 
fonoute of tureber ebower• , an4 lower t.-pera­
tune bzoolllht bea~ eell1111· 
'fatal u. 1. a.ato IIIIJIPl.7 (1nolu41AI oarr:ronr) 
ell)eoted about 1,ooo,ooo,ooo 'balll1&1•• ••rea• 
l,Qell.,ooo,ooo 1a1t ..... 11. 
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&sport ul .... t1u.te4 at 350,000 bullhell, 
.a1tl:r KaD!to~. 

Jlarlt•t 41~nc~4 report• ot coo4 raiJ:Ie o•n 
largl IIOtiODI, aDd .:J.l wlllat 41l1Yirill 10ld 
at n•w bisb•· Pr1Do1pal taotor appanntl:r wu 
beaYJ oonr1ng b;r 1borte an4 abanl• to bull 
e1de b:r the .. 1N:rer 1. 

Domeet1o tlour deaand ebow• big iaproYe .. nt . 
J. large obain etore belter:r reported to ban 
bought .are than 200, 000 barrell or nour in 
put two daY•· 

11eJ 27: No data on export 1al ... 

Report• troa Soutbw .. t 1D41oate 11t1u.t11 t or 
Oklaholl&, Eaneu and Nebraelta •a:r be rert11d 
upward due to .are tawrable natber. 

210 
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. . TREASURY DEPARTMENT 

INTER OFI'Ia COMNUNICAT10H 

DAft !.lay Jl , 1939 

TO 
Secretary Uorgenthau 

Ur . HaAN 
At taohed ie a memorandum from L11ee Lanigan in whi ch 

she di aouseea two suggest i ons which have been made recentl y 
~1 th regard to WPA operations . 

.;ttachl:lent 

• 

, 

·-

.. 

-
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1'1'0111 

!be ... NMI'J' 

11111 LoDlcaa M 
two 1\IICIIUonl han l'lllnU)' ben 11&41 allod 

1PA Wbioh 1ua-1t oertaiJI ~Wl41alntal 111p~1a1nt1 

ot Cl"'a1: •alu. 

L&Nr 1114el'l IN reoa•1n41JIC ~1: 11PA 1bo1ald 

212 

re ... 1 Ill 1'1111~ requll'llliA1:1, 'ftL18 11 hlchl7 le-

111'&b11 both f1ooa ~ •11wpo1Jlt of Hu4 aoUal pollo)', 

u4 troa ~~ ftl')' leepl)' hl14 pnt1nno11 ot wol'ken. 

Aotuall)' t:ba Nlll~ .. ohUllOI ~01' 411:1,.,_1l1DC all4 are 

10 .neoUJld ~t ~ 4o not oon11:11:a1:1 a t11t ot nal4. 

fhl7 4o 1noourace 41panleno)' and 41eooarac• ••1~­

re11uoe. 

It re111~ nqulr .. lnta IN rao•a4, •- othlr 

11a1 u .. ~ .. to .... t " 1Jlt1'0411114, 01' too aUl)' UUII . 

11'111 1Jl IOIIJliiUoa 1r1 ~ oho011Jle thl beMt1a1&1'111 • 

!1M 1lapllat, ~alreat, u4 aon ooaat ... un Mlil 

Ot M110UOII ~fill' 11P.t. '10~ be pl'lfll'IDOI t ol' aiD 8114 

woaan nar ~o!'!l-t1n. U al&ht be lletwr aot to Ualt 

IP.t. IIIUNl)' to 01411' .. 11, lid to pd t11'1t 1:hl ohll&&­

UOII to pi'Owlle lvppl-tal IIIPlO,_II, tor tllllll 1r1 th 

the llut lhaol to ntu'll to pr1•a" 1Ulla1:1'J' • 

• 

I 
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th1o pi'1M1plo of ao1u 1o ooatU.a '117 o. ..,_ 

seaUoa ll84o '117 0 ..... - Yoorb1o U..' OI'CeN tor too& 

an4 oloibliiC H pYoa to 'IPA worbn nor fol't7- t1,.. 

thai wo'al4 H ..... 1~o, u 1' otuu, '11-oo u 

woUl4 H 4D.-J.S .. Hllot1u for •o oluo, 'IIIIi u te4toot.o 

i he poonllf pnfoi'OMo for OOD,or1Dc tll.e aaUoul ro11at 

an4 ..a.-work ottol'io oa •• OYer tol'i7-t1n. .Ut.a11J 

Ooasro•- Yoorblo ' • ..... n1oa 111P' H MhlOYocl ..... 

Ureoi17 '117 pi'OY141-c Mlt-Mlp tor iM 1'011111a1• worbro 

oYer tort7-t1,., 'tlbo lli'O aoi 1a pr1Yaie OIIPlo,..at; or oa 

IPA. 

Ia ol'4or t;o lilaYo tile 4oo1ro4 ottooi of oia'IIU1&1• 

aaplo,_.,, olQl01141t1ai'Oo tor tblo 11PA PJ'GCN8 obnlA be 

41YOI'Oo4 t..- ~ lNelao .. orolo, or &D1 ton of -
' 

PODMiol'1 t1 ... o1... 'ftlo7 wcnal4 HI'YO io pet; a f011114a-

Uoa 11114or ihe labor .u'U'• 1uiod of 1Urou111f ibo 

ll'I'OCIIlar uu1 nuetuilllf 1Dfi•110•• attooUill u. 

Ae I ......-'-114 ibo law, ao ... 1•1elaUoa 1o 

roqu11'o4 tor thlo obaJW• 1a 11PA worlt tor taaooo pu' 

a1441o-.... Wa4or ~ proooai law 1i 1o oai11'o17 • 

aait.r tor abhUii'DUYo 4001a1oa. 
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TREASURY D EPARTMENT 
d v 215 

INTER OI'PlC& COMMUNK:AT10N 00JIJ'IliCJI'fiAL 

8eoretr!..enthau 

Kr. Bu 

Tbe Bue neee Situation, 
Weelr. eD41ng Ka7 27, 1939· 

Conolueione 

DATa ll$,Y Jl , 19)9 

· (1) The upturn in bueine .. aotirttJ reoenUJ initiated 
bJ rUing oo111110d1tJ prioee, an iJII)rond outloolr. for produc­
tion of auto110bile eteal, oontra-eeaeonal inorea••• 1n auto­
mobile and eteel production, and the 11tt1eaent or the ooal 
strike, reoe1Yed further oont1raat1on l aet weelr. bJ an ao­
oelerat1on of tba upward trend in etoolr. an4 balio oo-.41 iJ 
pr1oee. 

(2) Baolr. of the r1ee in tbe .. rlr.et1 , in addition to the 
alreadJ Yiaibll IYidenoea Of a turn in bueine11, ie a belief 
that t he danger or war in Europe hae defin1telJ receded, 
following the proepeot or a three-power alliance including 
Ruaa1a. Whether th11 belief 11 JUit1fied or not reaain• 
1ndeters1nate , and tba toreign e1tuation proYidee the oh1et 
unoerta1ntJ in the bue1neae outloolr.. 

(3) 'l'he low point ot tbe ourrent bue1neee aetbeolr. wu 
reeohed in Jla7, but 1t 11 po .. ible tbet the I'BB 110nthlJ index 
aay han reeohed 1 te low et 92 in A.Pr11. The outloolr. tor 
1norea1ed aot1Y1iJ 1n eteal and related 1.ndu1tri11 during 
June, at a tiM ot noraal eeaaonal reoeee1on , JU.J bring a 
aub1tant1al upt\IJ'II 1n the adJueted index tor that ..,ntb. 

------
fbt preeent polit1on ot bue1neee 

B•J!fpupd: rollowing an u oept1ona11J rep1d reoonrJ 
in theo 1934, which carried 1nduetr1al production 
elightlJ eboYe the leYel ot 1be11o de .. nd", • oorreot1YI 
downturn ooourred during the tiret quarhr ot 19)9· '1'h11 
wu prolonpd bJ the etteoh ot the Curopeen or1111 1n Karoh 
and leter bJ the ooal etrilr.e . In the •ent1JII • cood• 
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oontinued to ao•• into oon1umption falter than the:r were 

being produced. With the ooal 1trUte eettled, oo-dit7 

prioee rising, and, at lea1t t•porar1l:r, a aore pro11111ng 

outlook tor peace i.n lurope, the W&7 hal been cleared tor 

a renewed upturn in bul1neu aotirt t:r. Another war threat 

or courea, aigbt upeet the 1ituation. • 

~~~~~~~~~i~re.:e:~i:gn::• ot an 1apend1og bueineae 
upturn during the pa~t few w1ek1. 

Tbe turn wae rather olearl:r called a month ago, when eene1-

t1n oo11111od1 t:r pri oee laOYid abarpl;r upward, t1r1t in Great 

Britain and later 1n the United 8tatea. (See~ 1.) 

Tbie prioe upturn aooompanied inorea1ed Britiab:bUiing ot 

r•w .. ter1ale. 

Stock prioea in London and Pari• began to ri•e aore 

r•pidl7 earl:r in Ka:r. reflecting greater oontideno• in the 

European pol1t1oal outlook. ( Bee Chart 2.) In thie country, 

however , bearish aentiaent in Wall Street became 1oaewbat 

more pronounced during thie period; ehort .. uing inoreaaed, 

and the upward trend of etook prioee flattened out on reduced 

activit)'. The total abort intereet on the New York Stock 

!:xc.baoge inoreaeed to 662,713 &hare• at the end of .&pr1l, aa 

co~~~pared with 529,559 llharee a aonth earlier. A turtber 

inereaae occurred during »&7, according to aarket writera, 

contributing additional potential strength to the aarltet'a 

poa1t1on. 

Variou• itema of buaineaa newa, in the meantiae, baYe 

reflected an Ulprond outlook. fhe 18ttleMnt of the coal 

atrike remond one unoerta1nt:r and added a poi1Un •trengthen­

ing influence. A temporary break in eteel priou brought the 

automobile ooaoan1ea into the eteel market to contract for 

their fall requiraHnta. Steel aotiYi t7, in two euooeui•• 

Jumpa, hea inoreaeed from ~5.~ per oent ot oapao1t:r to 52.2 

per cent , at a t1ae when the noraal tendeno:r ie downward. 

Automobile ealel ban 1mprond, and automobile production 

has alao turned upward oontra-aeaaonall;r. 

Pr1ou Main turn upw¢ 

During the pa.at week theae ouaulatin intluenoea were 

reflected in a renewed upturn in both oo-od1t7 and atook 

pr1oea. The immediate influence waa a etrong riae in the 

London -.rket on Wedneeda;r , prior to the New York opening, 
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on Prime M1n1eter Ohuberla1n 1 1 announcement ot an illllllinent 

Anglo-Ruaaian agree .. nt, following a two ~nthel deadlock 

our aarut reeponded with the tiret a1Uion-ebare eeuion • 

t1noe earl:r April, a e abort oonrtng and other bu;ring turned 

etook prioee detini tel:r upward. 

!he recent pr1oe upturn hae been eepeo1all;r pronounced 

in the Dow-Jonn tuturu index, 'llhl.ob 1e heaTU;r wei&bted 
with tarm produote, and ie apparentl:r more eene1t1Te to 

obangee in underlying oond1 tiona than 1e Mood;r 1 e index ot 
spot pr1oee. A 9.0 per oent riee in the Dow-Jonee index 

between the low on .April 12 and the oloee laet Fr1da;r (ae 

shown in Ohart 3) ie accounted tor largel:r by marked upturne 

in pr1oea ot gra1ne, cotton, eilk and h1dee. 

!he preeent outlook 

Th1a week ' • upturn in etook and ooamodit;r pricee, tel­
lowing d1at i not 1mproTaaent 1n bae1o bue1neee conditione, 

seems to represent a widel:r-accepted •so• aignal, not :ret eo 

unlllietaltable as the one laet June, but ot a 111111lar nature. 

It will doubtleu lead to a reT1eion ot bear1ab opinion• 
reoentl:r held in man:r QUartera, and will releaee a conaiderable 

volWile ot new 1nduetr1al ordere wh1oh will contribute to fur­

ther recovery. 

A renewed upturn 1n Br1tieh bueineee actiTity in recent 

weelta, following a leTelling- out during April 1n reeponee to 

war uncerta1ntiee ar1eing trom the ee1zure ot Czecboalovalt1a, 

baa added eo111e cheer to the domestic outlook. The weeltl:r 
adJusted index ot the Financial 'r1111ea ot London ( abown in 

Chart 4) baa gained two tuU pointe in the peat two weelta . 

New order• in aollle linea baTe alread;r been etimulated b;r 

the change in bul1neu eenti .. nt. A reT1Tal ot actiTit:r in 

the cotton goode aarltete 1n the paet taw da7• bee ann the 

broadest bu;ring .anment experienced in man:r weeke. A good 

deal ot the bu;ring repreeented caTering ot urgent nelda, 
according to trade reporte , einoe ueera ot gray goode ban 

allowed their innntoriee to run down to nr:r low leTele. In 

other 1nduetr1ee, the long period ot pract1call:r band-to-
mouth bu;r1ng hae doubtlaea reeulted in Tar1oua ehortagee that 

may oauee urgent bu;r1ng 110ve111nte on an:r further price r1 ... 

Increaeed production ot auto.obile eteel , coabined with 

the 1ntluenoe ot new order• in other 1nduetriee releaeed b;r tbl 

i~~~provement in pr1oe1 , proTidee the bade tor en e.xpeoted 

uptum in 1nduetr1al production during the next aonth or two. 

.. 
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8inoe thie inoreaee will come at a time or non~«]. eeaeonal 
elacltening, it Jaa7 bring a eubetantial rhe in tile ac!Juated 
Filii index tor June, lrhile weekl:r bulineea indioee reache4 

8 low ln lla:r, 1t ie poeaible that the 110nthl:r rRB index aa:r 
have eatabl111hed ita low in .lprU, at a figure ot 92, 

Longer teN outlook 

Barring any new ehoolt from abroad, baeic conditione favor 

8 continuation ot the bueineaa upturn now beginnina. The 
torce behind the 1938 recovery -- a rapid 1 otttalte• ct manu­
factured goode -- ie stil l etteotive, as ahown b:r a comoariaon 
ot industrial production with our combined index ot ealea 
(formerly called 1 oonaumer bu;ring index•), (Bee Ohart 5.) 

11b1le the 110veaent ot goode into oonaUIIpt1on (in p~lical 

volume) declined eomewbat during April , ewing to a combination 

ot bad weather and war eoaree, it remain• eubatantiall:r above 
the recent levela ot production. This auggeata that inven­
tories ban been t urt.her reduced, and that the upward pull 
on industrial production bas been intensified during the 
recent business aetbaolt. 

Tbia conolueion ie oontirmed b:r our index or 1baeio 
demand1 • (Bee Ohart 6. ) The underl:ring demand tor goode, 
according to our eeti.matee, baa held ateed:r during the firet 
four monthe ot this year at a higher level than production. 
Subatantial production deticite have aocuaulated in eome 
1ndh1dual induetr·iea (aa ebown in the lower section ot the 

chart), notabl:r tor automobilee and lumber. 

• 

The baelo do•eat1c 11tuat1on appears atft1cientl:r atrong, 

1n the abeence ot further uneettlement abroad, to warrant a 
continued improTement in induetrlal pro duo t1cn through. the 
reet ot the :rear, tirat to malta up detiolte alread:r aoeumulated, 

end l ater to euppl:r the inoreaeed requirement• normall:r created 

by a rieing bualneea trend. 

Qurrent bue1nesa newe 

The New Yorlt Ti• e• index tor the weelt ending lla:r 20 roee 

to 86.1, from 85.3 the preT1oue weelt, in reeponee to a ateep 

upturn in oarloadlnga tollow1 ng the eettlemen t of the coal 
strike, and a marked improTtment in auto110b1le production. 
The adjus ted indexee tor 1teel production, lumber production, 

and cotton mill aotiTit:r were moderatel:r lower. 

... 
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ror the weelt end1ng Ma7 27, prel1a1nal'J data 1nd1oate a 
aubatanUal i"Pro•e .. nt in the illdex ot ehel produet1on, .ore 
or leea otteet bJ a ooneiderable decline in the autc.obUe 
index. 'l'he impro•eaent in ateel hal bean carried :t'llrther 
4ur1ng the folloWing weelt, ainoe operat1ona in eenral iaportant 
diltriotl are eohedulad to be etepped uP eharpl;r. 

A drop in autoaobile production to 67,74o unite laet weelt, 
•ereua 80,1~5 the pre•ioue weelt, wae due entirel:r to a etr11te 
1 t the Brigge llanutaoturing CO"P&DJ planta, 'llh1oh toroed a 
1u1peneion ot operation• at nearl;r all Ohr:reler tactor1ee 
owing to a ahortage ot oar bodiee. 'l'he Lincoln tectol'J bee 
alto closed tor the eame rea.an. 

A rather eharp doeturn 1n the r. W. Dodge tigur .. tor 
rea1dent1al oontract awards during June aa:r rewl.t troa the 
current uncerta1nt:r onr pending nu. uelldaente. Unoertaint;r 
o•er the eeot1ona relat1ng to large rental proJaote, 1n 
pertioular, baa oaueed ao .. withholding ot .ortgage 1neuranoe 
applicatione, and oanoellations in eoae oaeee are reported. 
Due to thh and other taotora, aortgagee eeleoted tor appraisal 
turned down in .AprU trom the high Karch figure. A decline in 
residential awarda, howe•er, ia expected to be temportl'J, einoe 
a conei derable •oluae ot rHA application• ie r eported to be 
accumulating, awaiting a olarit1oation ot the amendmenta. 
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G!IOUP MEETING 

226 
11&7 }1, 1939· 
913P A. ll. 

PRESENT: llr. Hann 
&b'. McReynolds 
llr. Gravea 
llr. Gibbon• 
Ur . Lochhead 
llr. Oaaton 
llr. Foley 
lo\r. llaae 
!.lr . Duft1eld 
!ICr. 11h1 te 
J.lr. Be ll 
J.:ra . ltlotz 

H. II.. Jr : Good corning. I hope everybody had a nice wukend. 
I have one announceteent to aAke, which I think will 
be pleasing to everybody. I spoke to the President 
laat night and told him that I wanted to recommend 
Herbert Gaston ae Aasietant Secretary , and the 
President aald he would be delighted. 

~cReynolds : You could not have made a more popular annouAoement 
around the Treaeury, I am aura . 

I! . ... Jr: 

Oaaton : 

H ••• J r : 

•.CR8fnol da: 

H. " .. Jr: 

Duffield : 

H. !<. . Jr : 

So that from now on, if the Home Owners Loon does 
not aubaoribe a10re than aeverjp-tlve per cent, you 
know whose f ault it 1a . 

I still bUf ~by Bonde . 

Another ver7 pleaeant announcement 1a that fro~ 
now on I need not k1d ~oReynolda about being a 
doc t or. I aee that he 11 go1ng to be aade one 
at the American Univeraity. I congratulate you. 

Thanlta. 

From now on it ie Dootor UoReynolda. 

I wae aeoretly tempted to tell you that. 

A lot of people around here were tempted to tell 
me; a lot of thea aaid, •we think 1t i a cosine'; 
but Upham ... the loquaoioua one. He aent •• 
thla meaorand\111. 
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~cReynolda: In fac t, he told me about it. 

H . ~. Jr: Old he? Well , t hat 1a nice. Could I, rrom the 
legal aect1on, have today a one page aumnary or 
the eo-called !lead bill, on whi ch I und.,rstand 
the diaouaaiona are starting today? 

Foley : 

" · . Jr : 

Ji&RB: 

E . .... Jr: 

Heea : 

H • •• • Jr: 

Haaa : 

n . ..... J!"': 

Raae : 

Haas : 

l! . li . Jr : 

Haas : 

H . • • Jr: 

You told me that you were going to be able to see 
Adolf Berle on Saturday,' but you did not tell me 
what tor. It it is Treasury butineoa , might I know 

Oh yea . It was the thing that I dlaouaaed here 
at t he mee~ing t he day before . He called up on 
Thursday and said that t hey had a cable from their 
representative in Prague . 

NoP, do things like reorganizing the banking 
structure co~e under you, Geor@e, or your people? 

~e are doing some work on it. 

Will you t ake the Ber le t estimony, t he Be r le 
s tatPment, and give me a critical analysis on it? , 

I think you be t ter have it. 

All right , George. 'Rill you ask Dr. Hardy, of 
Brookings to tell ua? 

All right. 

Tell hlm I would like to have it in the next t~~ 
daye . I want Jake Vi ner to see one . Send h1m 
a wire, and also the aan at Princeton. 

You are going to take care or those other two? 

What i s the name or the =an at Princeton -­
Walter Stewart, and Professor Will iams a t Harvard. 
I would like all of tbe!D. 

Do you want me to --

If you will fix up a t elegram and tell h1m I want 
an analya l s and also the 1mpliaations involved. 

All right. 

Do you think or anybody else? That is Willi ams 
and Stewart, and Jake Viner and Hardy over here 
a t Brookings. Harry, hllve you £Ot anybody? 
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lb.1 te: 

H.li.Jr: 

Haas: 

No; I think thole tour would cover it. 

You ought to give hi~ one. George, get all or 
thoee things out thie morning, thoee telegrama 
wi l l you' ' 

Would you like to aek Hardy toot 

K. li . Jr: Yea; Hardy. 

CoReynolde l Do you want me to prepare the request? 

H . ~.Jr: Prepare the requests; clear them through Uao and 
le t them go out. 

Haae : Yea. 

B .~. Jr: An analysis and the i apllcati ona. I do not know 
what it ~eane. I saw what O~neral Johnson says 
i t meane , anyway; or couree it comes up in my 
mind as to whether eo~e or theee people should 
not go up and try to give the other side or the 
question. 

'Rhl t e: 

H. l!. Jr: 

Hanes : 

H. !.:.Jrl 

Gns ton: 

They certainly oucnt to get t he other side. 

Because , 1! I understand it, it 1s very much the 
aame thing as ~aa auggeated to Brazil, that we 
lend Brazil a hundred mi llion dollars and keep 
1t her e, and they borrow against 1t andre­
f inance tbemselvea on that sort or money, and 
he went back to t he time when France loaned gold 
to Russia and kept the money in rrance. It 
looka very much like t he eame i dea. It ia l i ke 
pulling yourself up with your own boot straps. 
At l east, that is the impreaeion I got . If I 
understand it, I would peraonally rather come 
out in the open and use co:, erce currency and 
do 1t that way; but 108ybe I am wrong. It bothPra 
me a great deal, anyway. All or t hese thing a 
are kind or covered up in words, more than 
a ny tblng else. 

John' 

No. 

Herbert! 

No, air, I have nothing. 

• 
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H . ... . J:r: 

o.aton : 

Hanes : 

H . ... . Jr : 

Hanas : 

H •• • Jr: 

!i .. Jr : 

Haas : 

~011 8 : 

· - .Jr: 

f. . . Jr: 

::ins ton : 

<-oley: 

:i . . .. J r: 

Fol!y : 

H. - . Jr : 

- 4-

Kind of took your breath away. 

Yea, e1r. 

They are working on the Soolal Security. There 
wi ll not be any hearlnge . Until they get t hat 
out of their way, t hey will not etart again. 

Did you agree? 

There were three men up here. One of the renre­
eentatives of the Arner1onn Bar Aasociatlon _: 

I cannot hear you very well. 

229 

One was a ~ember or the ~erican ~r Association, 
who just talked on the teohnicalltiea or the law, 
rather than policy ~tters. The other two men 
r ere talking about rorele;n tax credl te. It only 
laeted about an hour and a halt . · 

George, ask Dr. Goldenweiser to send a memorandua 
over on the ~erle thing? 

Yea , sir. 

And tell him we will &lve them a nything th&t we 
hD.ve. 

All right . 

Ia there anything else, John? 

No. 

!lerbert? 

Foley? 

No. 

It you are not busy, you might get in on th1a 
Serle memorandum. 

I would like to . 

And also' 1r you ore not busy, you might get 1n on 
ld 11~ to see 1t . Ranes 

the !lead b111 , too. I wou ·~ know •bether the 
had a plan a month aro• I do no 
~ead bill 18 anything like that . 
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Hanea : 

H. J..Jr: 

Ot• f•t eld : 

Foley: 

h . . . Jr : 

Fol ey: 

r. •. . Jr : 

i'oley: 

'·· . • Jr: 

:ot~y: 

H.C.Jr : 

ioley: 
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I have not read ttip Kead bill but the prinotnle 
involved i s identical. ' y 

~at you talked about a month a,o sounded very 
good, and I thought, if this thing wae good maybe 
we could get behlnd it, you see . ~Y don ' t we have 
a n appointment end t alk about t he Mead bill and 
Serle thing at eleven o'clock tomorrow? Why not 
have a meeting of everybody who i s interested 
in it? Row Will t ha t be? Suppo!e I say that 
!or one hour tomorrow we t 11lk about the Head 
bill and the Serle mt\t ter. 

Gene? 

:lo . 

Suppose I get in t ouch ..-J.th Serle this oo:-ning end 
go ever that draft with hi:~. He aee:ll! very anxious 
to do something, and says he is now talking it 
over wtth Hull and Welles, and they are in favor 
or the idea. 

You wi ll have to refresh my me~ory . • 
Well, he says t hat Germany i s going to seize ' 
deposi ts 1n this coun try or residents of Cheuru•~•.u 
and he wants to impose some kind or an exchange 
control over t hose de908lts, so that they cannot 
be moved out of America 1n advance without licenses. 

I s not Tnite in on t his, and Archie? You will hove 
to ge t together on this thlng . I do not know, but 
I am telling you now t hat I want it over Cr. Hull's 
signature. I do not ~ant Ur. Hull to tell me two 
months (rom now that he never heard about it. 

It is a pretty drastic thing . 

But tbia does not sound very good to oe, and I 
want 1 t over :a- . Hull's s i gnature, that h e does 
know about it. You rellowe think this thin~ over 
and digest it tor me . 

That 1e all I have. 

Where i s the extension tor Nathan Straus ' $S,000,000? 

They are Just starting hearings before the Steasall 
Commit t ee now. Tbey flnUhed the hearings -in the 
Senate and the bill waa reported favorably, but no 
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Duffield.: 

Foley: 

)! , J.l ,Jr: 

Duffield : 

H. !<\ . Jr: 

foley : 

!! . ... J r: 

F'oley: 

Bell: 

H. :.tJr: 

Foley: 

H. I:.Jr: 

Bell : 

H.!l, J r: 
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action baa been taken b7 the Senate aa 1et. 

!here waa a report or the Hou" Coal tt 
certain aeotions or the bill and. that ;:~~~net 
tailed to get to the Senate Committee before the 
Senate Comatttee aeted. 

It wae sent to Wagner, and he sent it over to 
8traue. 

Let us get thla thing straight. I would like to 
aee Straus get another extsnaion. 

Yes, but there is Just one eeotion in it 

All right. 

That is that underwriting section. 

Let us write two letters, one saying •r would 
to see h1m get it•, and another one oritl~ing 
particular section. 

Has the report gone out, Dan? 

No. 

I would like very det1n1tely to ravor 1t. 

like 
that 

• 

L1mit1n~ the Treasury exceptions to the bill, to the 
provision for underwriting t heee eeouritiee on 
the part or national banke, and everything else 
we are in favor or. This letter will have to be 
recaet, because thle ie .ore or lees or a negative 
letter. 

And I would like to g1ve the letter a little 
publicity. Now, all r1gbt, al tar as an1th1ng 
the President baa eald, but I 41d not vent to do 
1t. 

That 1s what I wee going to aek, 1! that hal been 
changed. It 11 not in aooordlnae w1 th the budget. 

Let ua get the letter ready. I can ehow it t o the 
Di rector of the Budget, nnd I oen send 1t over to 
the White Houee, and aay : "Th1• 1e whnt I am 
going to do•, and it tho Prea1dent wants to eay •No•, 
all r1gb~ . I think you ought to hurry 1t up, 
though. But I would like to eea it. Now, thle il 
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Mfleld: 

H •• • Jr: 

Foley: 

:il>.l te : 

R . ... . Jr : 

White : 

If . ••• Jr: 

Tnlte : 

H.- . Jr : 

'Ehlte : 

·• · ··· Jr : 

llu!!1eld: 

li. ~<. Jr : 
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the kind or a thin! I wo~ld l i ke to 
are ao li&Jl;y thinga t hat I do not see. '!'here 
wo~ld like t want to, but I 
wall let th~ ~e~~dre~ord publicly about thia - -
know' how you would r::l =~~u~ ti~irai. ~~d not 
do it then a bank to buy common ~took:O L ~ather 
get it, and Ranee and I will taka it ~d l~okuat 
it, and we will let the Preeident know how it ~s 
~in1g·k But why not put that down for eleven 
o c oo tomorrow. 

All right. 

Ia there anythin£ elae? 

No, eir. 

Are ;you pl~nnlng on ~~vlng a nother meeting on 
that matter? 

Yea; you let me know when you are ready. Will 
Friday morning do? 

I think the sooner the better. 

Well , say ten-thirty Friday. 

Ten-thirty ~!day . 

That la up-hill and down-hill. 

Yea; up-hill and down-hill. 

Up and down. I ~as 1ntereated when in the Cabinet 
meet i ng two weeks aFQ, the Prealdent asked Hopk1na 
what was the Federal Reserve Index going t o be. 
He told him around nlnety-nine or a hundred. I 
picked up the paper the other day &nd saw that it 
ia ninety-two. 

Maybe he was thinking ot another page. 

I have heard some neople being aoouaed ot being 
able to make 8 slide rule t&lk, but I never beard 
of anyone being able to bend the Federal Reserve 
Index. 

Harry, have you anything turtberf 
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lblte: 

l! . . Jr: 

Baas : 

H ... . Jr: 

Gaston: 

Gaston: 

H . • . J r : 

Lochhead: 

~ . .... . Jr: 

Lochhead: 

h .. . Jr : 

Gibbono : 

:: .... . Jr : 

Gas ton : 
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t:o, a1r . 

George? 

Her e 1a an order (handing dooucent to the Secretary), 

Incidentally, I aeked Wallace about t he sale or 
milk in paper bottles in Rochester, a t a lower price 
t han 1n glass bottles, and eee 1t he could not do 
any thing . It anybody hae any i dsaaabout that , 
shoot them in to me. I would l ike to know. I 
know I am tackling a terribly difficult thing. I 
eald aomething to the President laet night about it, 
and then I ao trying to do something for the 
farmers, an.d I sai d I could not get Wallace to do 
anything about tr.e surplus. So that if anybody 
baa any 1dea on 1 t or ltnowa anything about mllk 
i n paper bottles, or baa had a ny experience , or 
has heard anything about 1t, shoot it in to me . 

• 
Ther e 1e compet1t1on 1n these bottles. There are 
more than one manufac t urer making them. 

What they will have to do ia to perolt the mi lk to 
go through as •x• milk -pool all their interests. 

I was Jus t wondering if it was possi ble that there 
was a monopoly of •x•. 
It it is, we wi ll have to overcome it in Rochester. 
I was Just wonder1n& offhand, it they sold the 
milk in bottles at two cents lssa than in paper. 
They are doing something like that i n other places 
now. 

The foreign situation ia all quie t . 

Concratulat1ons . I see you rscogni~e that a~er 
1& here . 

Yea; pertly. 

Steve? 

~oth1ng, except to tell you you ~de a greet epeech. 

I have learned how to read. 

It eounded very good. I heard the re-brvadcast . 
I t was r e-broadcast at n1ne o•olook. 

• 
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It waet 

Yea; or at nine-thirty. 

Did you hear my hiocough? I thought I wae ver y 
poor. !.!rs. Morgenthau thoul!'ht I wae all right . 

It came over ver y well. 

The re-broadcast? 

Yea. 

Ruml called to say that everybody ~as very 
enthus1aat1c about your tax atatement, that he 
talked about it and thought 1t was excellent. 

He did not llke my coaet guard speech? 

I do not know whether he h•o.rd i t . 

Harold -- Ur. Acting Commissioner. 

Not until to~orrow, ae I underetand it. 

The same salary? 

Yes,sir; the same aa mine-- not the same as his . 
(laughter) . 

How is that? 

-CReynolde: It 11 different here . The Customs gete 1t. The 
Treasury does not get 1t. 

\ir~vea: 

I! . • Jr: 

~ . s...Jr: 

We have coopleted the report on the Jest Coast 
Uot1on Picture case . I wanted to 1nqulre whether 
you would like to send thil over in the usual way, 
or whether you wanted to take it up yourself. 

I would like you to giVe 1t to ur. Eanes, end then 
let J.!r . ;:e.nee talk to me about it. Then, after 
he and I talk about it, we will see you right 
away; but if you will give it to Hanes, I would 
l i ke to have it cleared todaf, if that 1B agree­
able to Hanes. 

I will ge t i t right up. 

Yea; give it to him, and then he and I will talk 
it over with you, and we will clear it before 
aunaet. 

• 
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All rlght. 

Is that all rlgbt , John? 

Yea. 

235 

He~e l s a letter from a man about the collector at 
Boston. 

What about thls collector also tor the State or 
Washington, the Customs collector? Is it 
Washington or Oregon? 

Washington. 

Let us get sooe action. ~o you hang on to thle, 
and see that I get lt from Gravea, and also ae to ' 
the State or oashlngton. Let ua ~ve on some or 
these t hl ngs. 

Is there anything else? 

Nothing . Is there an eleven o ' clock meeting? 

Yes ; you and George and anybody else that has any 
i deas on finances come in at about quarter to 
eleven. 

Not an open meeting? 

Not after reading .th~ three me~orandums from Haas, 
with t heir pros and cone. That 18 what I ha•1e once 
a month; but I will listen. I think lt is easy 
to answer, but I will listen. 

That 1£ all I have. 

Let me ask you thle; you did be ndle thl s tor ce on 
Home Owners Loan, a hundred m1111on dollars . 

That ls left open. 

Do we underwrite that hundred mill ion dollars. 

Well we can still sell that hundred mllllon 
doll~rs in the market tor aocount of the Home 
Owners Loan, and anythinc; lett over re can t nke 
over tor the investment aooount. 

But Hanes baa to underwrite it, and 1! they think 
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we are going to underwri t e a hundred million 
dollars, why, the anawer 1a nute. Rl@ht, John? 

Right. 

The Board ot Directors say the1 nre selling at 
par, Nhen they are selling l n the market at a 
hundred and one and three-tourthe . 

Suppose they sell at ninety-nine . Then you can 
put them to us --

You can buy them a t ninety-nine. 

I do not want to buy them at ninety-nine . I mean 
t hey are selling at nine ty-nine, and they put 

· thea to us at par. Serioualy, t ho11£b , I em not 
bound to underwrite a hundred m1111on dollars ot 
stutt --

It was my thought t hat you would t alk about it 
after the June financing is over. 

But we would not do that, unleee there is a 
consideration -- tor t he Treaaury. Think it over . 

.• cReynol ds : I bad an invitation from t he Home Owners Lo~tn 
to olay golf with t hem a t t he Chevy Chase Club 
the other day, and re t uPed to go . I dld not 
want to talk to them. I thought maybe t hey 
wanted to dO a 11 ttle propaganda work. 

~ •. . Jr: We will get through today, ond then r e will t alk 
about i t right after ward&. As a matter of policy, 
they can put a hundred Cllllion dollars any time, 
t hat i s uo to s ixty days, and I will go fifty­
fifty wlth- t hem. I will take halt postal savi~e 
no•. 

Bell : 

,jell : 

:!o~ . Jr: 

I do not think you ou@ht to buy them ror the 
postal savings account at par, ~en they are 
selling in the marl:~ t a t a hundred and one and 
three- fourths. 

Well, we will talk it over. 

You can certainly buy t hem aomewhPre betreen par 
and a hundred and one and three-quarters. 

~~ will talk it over. 
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I th1nll lt I were Cburaan ot the Board, I wou1d 
teel a Uttle JUter)' 111 tr)'1• to Juatlt)' the par. 

That 11 all rlgbt, Than they •111 take all the 
rlak, ae long aa there la no obligation on the part 
ot tba treasury. 

Everybody aold thea. Tbe .. rket ._, not evan 
d1aturbad.. 

But I do not .. nt any obligation on the part ot 
the Treaaur)' that •e have to taka them at an)' 
time. I aa aerloua about that. Tblnlt that oYer. 
I thlnk •• ought to have aomethlng in ~it1ng. 

We bave aomethlng ln ~it1ng. le baYe a letter 
autnori~ing )'OU to sell. 

laa there an)' 1oplicat1on that I have to take thea' 

No; the only implication 1a ln your preas state­
ment, when you said that arrangements had been 
made to t ake not to exceed a hundred llllllion 
dollars . 

It ia an open deal? 

It ls wide open at both ends . 

All right. Steve, will you call Forley and the 
two Senators trom New York th1a morning, and tell 
them about Gaston. 

In IJanba t tan or the Bronxt 

.t.t Albany. 

You need not as~ t he 0 1Connella. 

I do not thlnk be ltnowa any·th1ns about t hlS 
t nue situation or the Washington collector o reve 

Boston situation. 

He shoul d not. Why should he ' 
get that, we will send it over 
I mean about Oaston. 

Yea. 

we will take care or that. 
O,l. 

But as soon as •• 
to the Wh1 t e Houee; 

(Keetlng concluded at 9:55 A. M.) 
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R£ I!ILX COtiSUMP'l'ION AND DISTRIBUTION Kay 31, 1939. 

2 : 30 P. M. 
Present: 

H. f!.Jr: 

Dr. Parran 
llr. Haas 
Mr. Wallace 
l~r . Albert G. Black 
Mr. E. w. Gaumnitz 

It you don 't mind my unburdening myself and 1n­
Jeot1ng myself into your field - my only excuse 
is that I happen to be a dairyman and I happen 
to know, over the week-end, that the dairymen 
are very sore put and have been t or a long t1me. 
And I was wondering whether at Rochester, where 
you are making such a great euooeas ot this 
surplus food thing - whether you couldn't try 
out fluid m.i lk in Rochester, !lew York, t he idea 
being that - I mean my thought vas t he possibility 
ot making some arrangenent with whoever the dairy­
men are serving that territory, getting into the 
paper containers and getting away from the price 
that t hey charge tor milk in the glaoa and r eally 
getting 1t down low. 

I'll say for myself, without committing anybody 
else, that as a member ot this Administration I 
Just don ' t think we have done a diUDII thing on 
milk. That' s how I'll say that. And my basis 
tor it is the price or milk the last two or three 
years in New York St ate. And without trying to 
make the Department ot Agriculture declare fluid 
milk as a surplus, which I would has1tste to do 
on account ot the price - but I'd love to see you . 
really get t o grapples v1 th this nuid milk t~ng, 
Just on an area basta. 

The reason I asked Dr. Parran i s to aae whether he 
can or cannot support me on the question ot nutri­
tion. But I Just hate t o think- we ' ve got twenty 
months t o go and we still have never hit t his 
problem. 

Then, I was reinforced in t his thing by having 
Mr. Nash here trom New Zealand - Finance Mini ster 
where every child 1n all or New Zealand gets a· 
pint or milk every daY a t 11:00 o'clock. 

• 
... 
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Nov, I'm a long vq trozn being acquainted nth 
all the details. I know it ' e a headache but 
enr7 agricultural product 11. And I v~ld loTe 
to - I mean not the whole United 8tatea · III&Jbe 
Rochester isn't the beet place in the v~rld 
and I don 1 t know what the milk ehed is the~ and 
what the question ia, vbo ccntrola these paper 
bottlee and whether 7ou can get all the companiee 
to 8&7, •well, we'll contribute our proportion 
and let t his go into t he price,• and all thereat 
ot it. 

That ' • Ter7, Ter1 br1etlJ- I 1d loTe to g1Te it 
s011e t1lle it 70u people would let ••· 

240 

On the question ot need, ot oouree ve baTe a great 
detioienoJ in milk conew:q~tion . I baTe no current 
tiguree on Rochester, but ae ot t hree or tour 
rears ago the per oapi ta oon8Ulllpt1on there vas not 
aboTe the aYerage, and the aTerage vas Vl\'1 below 
the daa1rable nut ritional needa. Rocheeter itael.t 
vaen 1t qui te as bad aa Buttalo, but oertalnl:r trom 
a nutritional standpoint it wae ver:r bad. Ve would 
ver:r much like to see the consumption ct milk per­
manentl)" increased b7 ever1 poaaible devi ce, 

I think the 8eoretar:r baa ruaed another question 
in connection with paper m1lk container• vh1ch hae 
to do with mechan1ea. I 1m not aura that papar ll.llk 
containers are nov pena1tted 1n Rocheater. In about 
th1rt7 or tort1 cit1ea the7 are eelltng it at retail 
in paper oonta1nera. Ve are agreeable to haTing 
ailk aold 1n paper contalnera, aubJect to certain 
stand&J:'d• vhloh have been tonaulated in a llWilber ot 
citiee. Ve ouraelTea are getting out certain recoa­
mended standards baYing t o do with a certain bac­
terial oontent and lack ot permeab1l1t:r, to be put 
into etteot, and tor the guidance ot additional 
cities. 

I can aee, Mr. 8eoretar:r, that it ie possible that 
one dairr ma:r tind it more expeneive to put out 
milk, some 1n glass, some in pap~r - mora expensi ve 
than one lfll1 or the other. I ' m not aure it would 
work out. 

.. 
• 

• 
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Vall , again as an amateur, may I throw th1e in t 
I've been 1n a lot ot milk plant1. Moat ot them 
bottle two or three houra a day and then they're 
through. The maah1nery 1a t here. I don ' t euppose 
any ot those tellova in the bottling plants work 
more than three or tour hours 8 day. 

Some, tour and a halt or tive. 

Well, it ve could arrange that ve 1re going to take 
th1a surplus and go in and vork the plant tor another 
couple hours , using the equipment - 1e that too 
amateurish a euggestiont 

Vall , the paper container deal i1 one bit, pretty 
much by itselr. Let me go back a little and then 
come back to it. 

Firet, on the New York situation i teelt. You are 
acquainted undoubtedly v1th the tact that there vas 
a Federal agreement or order in New York that only 
lasted trom - I believe it vaa September through 
until the tiret or February - during vh1oh t ime I 
think the producer price situation vaa not unsatis­
factory. At that time ve had an adverse lover 
court decision in Judge Cooper's Jurisdiction. And 
the whole thing is nov before the Supreme Court, 
and ve are or course expecting a decision next 
Monday. I t that decision ie favorable, then ve 
immediately will have the question or l1tt1ng the 
suspension that is in etteot nov v1th reference to 
New York, and going back under that previous order. 
It is possible there may have to be some aaendment . 
8o cuch tor t hat eide. I th1nlt the group up there 
are quite strongly 1n tavor or that t1J)e or opera­
tion. It vas a Joint venture, you may remember. 

No, I ' m not tamil1ar- I haven't seen anybody. I 
mean I 1m not •• •• 

It was the ou tgrovth • •• • 

You don ' t know me very well . Thsre ie no organiza­
tion that ' s behind me. Thie is Just H. M.Jr., da1ry-
lllaD. 

• 

• 
.. 
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You remea ber that old • ••• 

I Juet read in the p~era - didn't follow i t ver7 
oloeelr. 

Right now the s i tuati on in New York Oi tJ ia ez­
tremelJ ehaotio on anr price at all. that JOU want 
to name. 

Well , I'a 1ntereated not - I mean getting at the 
prioe thing througtl the aurplua. 

Well, I 1ll get baok to that. But I Juat wanted to 
point out that deal vll1ch vae in effect and vb1ch 
poaeibl7 aar co•e baok into the picture. 

Nov to go over to the ataap deal. Quite a lot or 
coneiderat1on baa been given to the deairab1l1t7 
ot adding milk under that •• • • 

Fluid milk. 

242 

• • •• experimental plan. Fluid milk. We do have th1a 
difficulty between the var1oua da1rr produota. 

(Wallace oomea in) 

Hello, Henrr. 

Glad to aee 7ou. 

Sit dovn. I'll Juet take one aeoond to tell JOU 
what I ' Te been e&Jing to the88 fallon . I ' n been 
la)'ing that ae H. X. Jr., &I an 1nd1Tidual, I 1T8 
interJected Q)"eelf into th1e fluid milk eituation. 

We need a lot of 1nterJeotione. 

I'll admit I know TerJ little about it . I ' • colll­
pletel)" out of touch - not in touch vith &n7 organ1-
~ation. But I ' • Juet ra1eing the queetion of the 
poes1bil1ty of , 1n Rochea t er, adding tlu1d milk to 
the aurplua tood and trying it out and - not the 
vhole eountr7, but Juat there. And then I raised 
the queet1on of whether it vae poee1ble •&Jbe to 
uea the plants which work three or tour boura a 

• 
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dar on their regular bueineu - run thea enother 
couple houre, v1 th the poaeib1lit7 ot poper con­
tainers rather t han glaae - something speoial. I 
told these gentlemen that it ' s been six or seven 
years since I've been in thie, and I'm Just raieing 
the question. But I again •••• 

I mar say that this i dea or adding fluid milk in one 
ot these tovns where we ' re trying out the stamp 
plan hae been in mind right along. 

Well, it's enoouraging to me. But I Just •••• 

I don't know Just what the oons1derat1ona are which 
would govern ae to which town should be picked tor 
the purpose. 

I Just said Rochester because, having been on the 
farm three or tour da)'s, having heard the grief up 
there - New York State being the number one f luid 
m1l.k State •••• 

I f ind that the income or the dair7 farmers this 
year as compared with a year ago - the first tour 
months this )'ear - is ott about sixty million 
dollars. 

So I'm interjecting m)'selt, with your permission, 
into this t hing - get that, Henry - it you don ' t 
mind. Be (Gaumnitz) was Just telling ue •••• 

You've been so helptul on the etamp plan in making 
it work. 

I also say that - I mentioned tbia to the Preaident 
laet night - that somebodr'a go t to do the aelling 
Job on thia stamp thing. It need& 1t ver7 badly. 
J ust pa aaing that along. I don't know wh7, but 
evidently somebody baa been, I gather, talking 
against 1t. I got it on the train last night. 

The WPA tolks have been. 

Well, I don't know where, Benrr, but some place •• •• 

• 
... 
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The:r haYe not been enthuaiaatio. 

Some place •••• 

244 

The aoo1a1 worker's dootr1ne 1a that it' all i h 
to hand out oaah, but not food. s r g t 

Now, Mre. Roosevelt 1e Yer:r enthuaiaatio abo t it 
But tor some reaaon or other the President _ui t 
the cllet1not feeling that aome'bod:y had been tatfln 
aga1nat it. I aean that'a ae tar as ve got, aeet g 

Mr. Wallace ie used to haYing ae at iolt a r neck out 
on t&r~~1ng. 

You (0aWIIll1tz) vera aa;r1ng aoaeth1ng •• • • 

Nov, where do we got 

This gentleman was telling me •••• 

ll'allaoe 1 An&l.;rr.1.ng tho Rochester s1tuat1ont 

H,Y.,Jr: No, he wae Juat sa:r1ng he haa 1t under oone1derat1on. 

lle.llaoe 1 I Juat d1dn ' t know •••• 

B. I! .J r: About tlu1d millt - JOU d1dn 1 t ea:r Rooheeter. 

Ga11111111tz: Well, we had cllecuued tlu1d milk quite a lot and 1t 
1• under oona1dorat1on, of oourae, tor being added. 
There a r e these general. d1tt1oult1ea in it, that 1n 
ooll!par1ng the Yarioue da1r:r produoU ve again ooa e 
back to tha fact that troa all da1r,..en 's atand­
po1nt, the tanaers' etandpo1nt, th e place where the 
mone:r goea farthest 1a, of oouree, 1n teraa of butter. 
Fluid m1llt probabl;r ranks laat. At the aaae t1ae, 
the entire distribution of the etall!p plan at the 
preeent time hae been a etore tJPe of operation. In 
the oase of fluid milk , that would iamediatel:r bring 
up th1a whole question of boae deliYer:r of a1llt 
Yereue milk out of storee, vh1oh of course then 
rune into the question of a differential - eo-called 
etore-vagon d1tterent1al question oom11 up. 

And then, laatl;r , we han one other phaae. It hae 
been poeeible, under a Boeton experiaant, to secure 

' 

• 
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the distribution or milk under a contractual 
arrangement with handlera and through reliet 
etorea under State auspice a ••. • 

Rel1ett 

245 

• ••• reliet a tore• to handle distribution on a 
total or about - a total ot two and three quarters 
cents per quart, aa opposed to the uaual margin 
tor home delivery, or store , i .n moat citiea or 
anywhere troa. ti ve to aeYen centa a quart. 

Now one turther thing on the queetion or the paper 
bottle. By and large the paper bottle, ae tar as 
it 1a bean deYeloped so tar , ie not a particularly 
good container tor home deliYery; it is a fairly 
good container tor the store tJPe or deliYery, 
where bottles are not returned or where there i8 
not a bottle deposit. It's a more expenaiYe method, 
ae it atanda tod.ay, it t here i8 a bottle deposit, 
or tor u8e 1n home delivery. 

What ' s the coat ot the paper container per quart t 

It runs pretty close to a cent; aome, aa low aa 
eight- tentha with a large volume. Moat or them say 
they can ' t handle 1 t under thirty or forty thousand 
quarts a day, and that entirely in wholesale buai­
neee. 

Ve were sitting around and talking last night and 
I mentioned this milk thing to the President. He 
said somebody told him that 1n London they haYe 
what corresponds - what you 1 re talking about 1n 
Boston: stores - are you familiar with it - where 
they Juat handl.e mll.k. They han one sYerJ three 
bloo.ks, they aaid. It wae new to me. 

They are eo-called milk bare which haYe been 
deYeloped 1n the last two or three yeara. 

But tor the poor people. He seemed to know about 
it. 

Yell, i a this something that could be tried out 
in one city fairly aoont 

... 
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I think we should piolt our city w1 th aome 
Rooheeter may be the o1ty, I don't ltnow. 
think we ought to trr it 1n one or them. 

oare . 
But I 

In connection with rood ticltete. It would be 
grand. 

: 46 

Dr. Pa.rra.n, rou'd go the limit on the need, wouldn't 
you t 

I certa1nl7 would, and would hope - I've said t his 
to Mr. Va.lla.ce before - that an arra.ngel:lent can be 
worked out so that m1llt particularlr oa.n be g1 ven 
on doctors' prescriptions whether or not the !amllJ 
is on rel1et. 

When 1t is on reliett 

Whether or not the family is on relief. Given on 
the basis ot the medical and nutritional needs. 
Part-t1me emplo,ment - private emplorment of the 
wage-earner, temporary e1okneee, tuberculoe1a, 
malnourished children. I haven't been pressing 
the point reoentlr, but I bad hoped to have the 
opportunity - th1e is it - to enooura.ge the further 
proJection of the stamp plan in the direction we 
have talked about previouslr. 

You think all t he doctors have eutf1o1entlr h1gb 
proteseiona.l standards so thet wouldn't abuse, 
rou might SSJ, the right of preaoriptiont 

In t he case of Rochester, the right or certa.1n 
physicians •••• 

That i8 a. question. 

In the ca.8e ot Rochester, I should suggest at the 
outset that i t be limited t o prescription bf the 
Health Department or the city hoapitala - c1tr 
ol1nios. 

I know that doctors on oocaeicn did etep over the 
line in prescribing certain other fluids at one time. 

Quite. There was more or a demand for the other 
fluid than there is for mUk, I th1nlt. 

. .. • • 

• 
... 
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I ahould thi.Dk in a cit:r 11lte Rocheeter, ltnonng 
the Health Department aet-up ae I do - and 1t • s 
good, and the oit:r hospital, which ia connected 
with the Univereit;r, does a large bueineaa with 
the poor people - poor children ot the tovn, and 
the atatt ot public health nurse• go into moat 
ot the ho•ea where there are dolt children &IIODg 
the poor. And I ahould 11.lte to eee the plan 
extended to the Health Department and ite related 
hoepital and ol1n1o service, but not - I th1nlt 
not neoeeaaril:r to the private ph;raioian at the 
atart. Let t he private ph;re1cian ltnow that he can 
refer the oaae to the Health Departm•nt; I think 
that woul.d give :rou the ottioiel oont%'01 that :rou 
need. 

Well, I think we woul.d be in agreement on that, 
don 1 t :rou think, Al. t 

Yee, that woul.d vorlt very well. 

Do you want to invite me over tor lunch, give me 
a milk lunch, tor next Tueada:r - Dr. Parran and 
George and m:reelt - and eew t his thing upt 

Oo to Rochestert 

A oit;r. 
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Rooheeter 1e the onl.:r oi t:r on tlhioh we are operating 
at the moment. Dangeroue starting tomorrow, 1en ' t 
itt 

That's tive da;rs. That give• :rou ample time, doesn't 
itt 

It mean• we ' d do 1t 1n Rooheeter. 

What do :rou thinkt I like the luncheons that Mr. llallaoe 
g1Ve8 me. 

8urplue m1llt. 

llell, whatever he hal, particularly hie popcorn. 

• 
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Aa between Darton and Rooheater, the Rocheater 
Health Department ie a more dependable one better 
organized. ' 

I think there 1 e a chance we may go in Birmingham, 
Al&bama. 

Very good health departlllent t here - man named 
Dowling, v ery dependable, at the head ot it. 

Ot the three place a, otthand I 1d IAJ Rocheater 
probably would be the beat. But I don't know a 
thing about the local. da1rr 11tuat1on except 1n 
eo tar as it 18 probabl)' part ot t he New Yon 
Cit)' one. 

The D&ir)'lllen 's League 1a 1n there, largel)'. Ot 
cours e, they draw milk all over and put it wherever 
there is the beat sale. 

I think you better let us look into • ••• 

I think th&t aspect ot it ie pretty important, 
becaus e it you started this in s ome oit)' where 
dairymen were opposed to it • ••• 

The D&1rymen's League, aa )'OU know, Henrr,' somet1mea 
baa very 1nt1ms.te hook-ups with the d1atr1butore. 

Vell , it JOU need an1 help •••• 

.l.nd between the twO ot them, aoaatimea theJ're prett)' 
povert'Ul.. 

Vall, it 1ou need &nY h elp on that - the)' were in 
l&at week ult1ng me to do a t&vor v!Uoh I think I 
can do . 

I think the D&ir)'lllen '• League 11 a d1etributor 1n 
Rochester through a eubeid1ary. 

I think i t 18. 

But 10u •ve got t o get them all together. 

• 
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I t that ' s t rue, the7 1ll reel that th1e ie a blow 
to their &Jat em. That 1e, it would eeem to me 
that to launch i t i n Rochester it would be 
essential t o get together with those people in 
advance. 

liell, aga1n, it you want me to help, I'd love t o. 

Well, that mi ght be the thing to. do - would be to 

We have - remember, laet week, Mr. Secretary, we 
had Mother meet1Dg with the Mayor's Collllllttee 
in Nev York and with Commieeioner Norrie, with 
reterenoe to the poss1b1litJ or expanding the 
lover income milk consumption i n Hew York City 
under a plAII aome>lhat e1a1lar t o that rev1aed 
plan tor Boston. That thi.ng ia under considera­
tion now. That whole meeting wu the outgrowth 
ot a visit on the part or a number or producers, 
including, I think, a representative or the League; 
and in the di scussions with them we proposed this 
seoond olass relief milk with a part subsidy 
arrMgement in connect ion vith it. And thet 
producer group at least approved though, as I eay, 
there vas a representative ot the League there. 
It mi ght be possi ble that some euoh deal could 
be worked out. 

George, could ve send Edns Lonigan up to Boston 
to take a look at that set - up, it i t's sll right 
with Mr. Wallace. I •m not tam1liar with it. 
That be all right, to send her up theret 

(Node 1eel. 

Let her study that Boston thing. 

Supposing you let us take a look at Rochester. 
let you know wha t vs get. 

And the paper bot tle thing ie not eo important. 

I shouldn' t think eo. I think it ' s quite clear . 
that under our present arrangement in Boston p~per 
would cost us probably at l east a halt cent an 

249 

.. 

Regraded Unclassified



H.li.Jr: 

Black: 

Vallace: 

B.M.Jr: 

Vall ace: 

H. l!.Jr: 

Claumnitr.: 

H.M.Jr: 

Bl ack: 

- 12 -

pouiblJ three quartere ot a cent 110re than 
our preeent operation. It beoo••• purelr a 
matter ot how II&DJ tripe a glau bottle ..Ue. 
It the glue bot tle 1a returned, ae we requ1re 
under that progru, then the ooet ot the oon­
tainer beoomee a traot1on ot a oent. In the 
ueual oitJ, ae in Waebington, where there il 
no deposit unitormlr when milk ie eeoured troa 
a etore, the obanoee of a bottle being returned 
ere YerT emall, eo therefore a bot t le 1a 11kelr 
to melte fiYe tripe and ooet rougblr a oent a 
trip. Paper, of couree, l1kew1ee ooete a oent. 
In that oaee, it ' s a aatter of indifference, 
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and rou gain a little on loade and the like. But 
where bottle• are returned, were there 1e a 
depoeit, the eYidence ie 1n ta•or eo tar ot glaee. 

Well, I 1d like t o help if I oan. I didn't know 
about the Bos ton thing. 

But our people up there are certainly herd preaaed 
right now. The war ther put it - tor 1natanoe, 
it doeen 1t pay them to teed anr gre1n t o oowe at 
th1• t1.111e . 

Moet ot that grow• out ot thet Court deoieion. 

Yee, there ie that to remember, thlt we are 11kelJ 
to get that Oourt decia1on ••rr eoon. 

Aren ' t thiT coapl.a1n1ng 1n W1econe1n, toof 

Oh 87, ree. It • 8 hard to bel1eYI the things theJ 
ear, theJ • re eo emphatic. TbeJ ola1• theJ are all 
on the Yerge ot torecloll\lre, wbat-.not. 

Well, wuld rou keep me posted tbl'ough George Haaef 

!urelr. 

And it I don ' t hear, I mar oall up· 

""U' r e keeping a record -I think Juet ae long ae •-
I don't think that •• • • 
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Well, this ie Just tor mr selt. Kr. ~~~lace ia 
uaed to th1s. There ' s only one copy. 

Yea, I know, but I th1nk you ought to have th1e 
tor yourself , too, because when we started you 
dropped a remark that nothing had been done tor 
the dairymen ••• • 

I sald eo. 

•••• during th1a Administration. I Just vant to 
take an except i on to that, tor the record. 

Please go ahead, Al. It you don ' t, I v111. 

I said 1 t a1lt1ng tor mrselt. • o. 1. 

Ae a mat t er ot tact , I don 't th1nk there ' s been 
any group that's done more tor the da1r,men than 
th1s Adm1n1strat1on. 

ZSl 

Oh boy, I ' d hate to put you up against one ot t hese 
dairymen organizations. 

That' s what we want - get an opportunity to talk 
t o them. 

I know ther'll tell rou about 1t, and yet at the 
same time they'll be receiving benetite ter beJOnd 
anr ~ther grbup, at t he same t ime t her'll tell you 
nothing's been.done tor them. 

You eee, as a matter ot tact, Benrr, a dollar spent 
in t his eurplue removal ot butter does more tor all 
ot the dairymen - not merelr the butter, but ;he 
whol e etructure - t han a dollar spent an;ndlere else 
1n t he dalry program or in the term program tor any 
other group. It multiplies. It ' s one ot theee -
vell , maybe t he wheat subsidy v1ll do aa auch 1n 
i noreae1ng the wheat tarmer a' income as the dollar 
spent tor butter. But t his t hi rty million dollars 
spent tor but t er last year , I would estimate otthand, 
1noreaaed the income or the dairy farmers ot the 
United States a hundred and titty million. Am I 
wrong, Edt 

... 
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Somewhere 1n there. 

Well, JOU and I were in on the tiret 
a• I remember . You sold me a lot ot 
I wae in Farm Credit. You remembert 
(Gaumnitz) 1n on thatt 

butter deal, 
butter when 

Were :rou 

Then in addition to that, we - well, that waa a 
comed;r ot errore, may I ea7. 

I have a alight recollection. 
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That vas a tull-al~ed comed;r ot errore, complicated 
b:r a nWDber ot things: inab1lit7 - unw1111ngnees 
o t certain individuals 1n Triple .t. at that time to 
do oerta.1n things which the7 never vere supposed 
to do, which I didn ' t know the:r hadn't done tor 
ctuite a while. Veil, b:r meane ct milk marketing 
agreementa and evaporated milk agreements, there 
vas a t:rpe of price-fixing there that hae been ot 
extraordinar:r service to the dairymen ever a wide 
area. 

But this t hing I've been talking about is a quest i on 
of conaumption and helping the people . 

Vell, we're working tor it, and Mr. Gaumnit~, ma:r 
I sa~ ie wrestling continuouelJ with this question 
ot the baae m.ill< as contraated with the surplus 
milk, seeing whether or not i t ie poeaible under 
the var,lng situations to vorl< out that two-price 
&Jetem at the consuming end. Tbe7 1ve ~t the two­
price e:retem at the producing end; let e aee whether 
it 1e ponible to get a tvo-prioe •J•ta• at the 
consuming end • 

.t.vtul lot of eeltishnese in thla milk buelneu. 

ExaotlJ the same thing :rou find in ever:r tJPe of 
oivio corporate actlvitJ, praot1oall7· For prac­
tioall7 ever:r commodit:r in the oitiea they eet :rour 
price. 

Well •••• 

It they would get a favorable deoiaion from the 
Supreme Court - and theee caaea have never gone 

... 
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to the Supreme Court during the last a1x years· 
been trying to ge.t them there tor a1x yeara _ ' 
it we get a favorable deoiaion there, it's 
going to open up poasibilitiea tor rather direct 
help in getting these milk shade that we haven ' t 
been able to get. 
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That wouldn't preclude, even it you got a tavorable 
decision •• • • 

Not i n the slightest. 

• ••• th1a question or aurplus tlcketa . It would 
Just supplement it. 

Please don 1 t misunderstand hie bringing this up. 

Aa a matter or tact, it would help it. It would 
organize these market a in auoh a way that it would 
promote etrorts or that kind. 

Please don ' t reel that we have any opposition to 
th1a, except that we want to atep into a particul ar 
spot - we don ' t want to do that Without looking 
it over. 

You moat li.ltely know the name or t h1a person - who 
ia the man I call Louie Brownlow'• clearing house 
1n Chicago, who looks atter direct reliet and visits 
the various oitiest 

Not P'ranlt Bane? 

No. Well, there 1s a man there - they Ct\D tell you 
who it is - I mean his epeoialtT 1e rel1et. I 
wae out there about six weeks ago, or two 1:10ntha, 
and they had a little supper tor me . I talked to 
the group. This question or t he surplus thing CBIIII 
up . I talked to him. He baa all theae contacts 
with the social workers in the various cities. 
Ther ' re very much oppoeed to this thing. Vary 
powertul group. 

It •s somebody like that who has been tallting to the 
Pree1dent. 

• 
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llov, I val thtnktng, 1~ r ou fin4 out wo thl aaJI 
11 1n Lou11 BroVIIlov' • orglllhatlon •• • , 

He would be the aan. 
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It JOU oould eell 11111,... He 111111ed1atel7 uw tbat 
tb.1e vae wrong, tbat waa wrong. And here 1e a ker 
tellow v1e1t1ng all the c1t1ee on rel1et, and it 
aeeme to ••··· · 

I don ' t tb.1nlt rou 0111 c~e the att1tude or the 
•oo1al workers, Kenrr. It • part or the tunduental 
creed. Do rou th1nlt rou Olll, Dr. Parrant 

I doubt 1t rou oan change the tlbole group or tn.. 
You aar be able to chAnge a few • t rateg1o 1nd1Y1-
dual•· 

Th1e man 11 a verr t.portant tellow, because he 
contact• 10 many o1t1ee on rel1et and adY1sea them. 
He ' e 1n w1th Brownlow's group. 

Well, thank you, Henry. 
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TREASURY DEPARTMENT 

WASHINGTOK, D. C. 

11&7 31, 1939 

l!EIIORA!IIlUII FOR TBB SBCBBURY, 

FROII CI!UF, SBCIIIT SIRVICB. 

I telepbcmod Co1011A1l • ....,.,. , in o-d ~ tho II ow York 

stete Polioo, requootimg a pe....,ont detail or three un to 

cover the RooaeTelt reaidenc• at Hyde Park. Be n~~terred. to 

tho limited toroo ho boo , otati~ that it would noooui toto 

o lolinr; up a oub-otation. Ho adnood mo that tor a lont; time 

throe aon hod bem auipod to that detail and that tho detail 

ha4 bee re4u.oM to e11e man beol.\lae it •• telt unneoe11a.ry to 

t io up tbroo - tbero u thoro wu oo H ttlo to d_,d at tan-

t 1on . 

I inro,..od h1a that it 1a oouidorod odnoablo to ban 

t hroe ...,. a t tho roaidanoo &Dd told h1a that it would be appr•­

oiatod it ho would otretoh a point in ooopnatint; '!lith uo by 

a rranr;inr; tho detail . 

Co1ocol •aniOr oaid tbot bo would tolophOno • at 10 J., 11. 

Thunda.)r, Ju.rae la·t, end &i Te •• an a.uwer. I b&Ye &D ilapreaaion 

t hat ho .,.. otal11nt; 
00111pl,y 

• 

• 
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May 31, 1939 
10:16 . . ... 

!ll'.Jr: Hello. 
Geners.l 
Craig : Good morning, Kr. Secretary, Geners.l Craig. 

HJ!Jr: 

c: 

C: 

~!Jr: 

C: 

~.~Jr: 

C: 

l!l!Jr: 

C: 

Good morning. 

l~r. Secretary, no reply baa been receiVed trom the letter 
sent on Friday to General Disque. 

Oh I 

As aoon ae it comes 1n I vill let you knov. 

Thank you so much. 

I -- I have ao~e littl e doubts about hi m, air. 

Well •... . 

I mean, about all- around qualifioa tione. 

'."lol l, unless you're enthueiaet1o, I don ' t want h1m. 

Yea . 11ell, I want to sse ~that h18 answer is, because 1t -­
i t hasn't been very long , not over n month, since he wrote 
to me asking tor someth ing to do; tha t he had lost every­
th ing he had and was looking tor something. 

EHJr : I see. Wel l , I -- I won't move until I hear trom you. 

C: 

~!Jr: 

C: 

!!!!Jr: 

C: 

~ell, don't t hink I -- I won't ror get it, air, and I'm 
stil l communicating with other people. 

Thank you, General . 

All right , e1r. 

Good b:ye. 

Good bye. 
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:o!ltJr: Hello. 

Operator: Operator. 

l!l!Jr: Yes. 

lla7 31, 1939 
3:38 P·=· 

o: Mr. Farley too~ another call nov, aha said 1t • . •• • . 

l!Y.Jr: \/ell, darn 1t, I can't hang on t h18 phone. 
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o: Well , I ltnov. I asked her to va1t a mlnute, and a!le put 
sooeone elee on instead. 

nv.Jr: Well, that ' s Just too bad. 

o: Can )'OU take h1l:l in a couple IIL1nuteat 

~:Jr: Well , I'll try it, but 11' he- I can't-- I can't rues 
around. Ring t he bell 11' he '• on. 

0: All rlght. 

1-J.!Jr: It he can't wait, then to h--- -- I beg your pardon. 

0 : All right . 

HJ.!Jr: 

0 : 

~:J.rJr: 

All right. And tell Mr. Parker I'll t alk to hlm tomorrow. 

All right. 

'l'hanlt )'OU . 
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11&7 31, 1939 
3:4o P·•· 
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l!l!Jr: Hello. 

Opera tor: Oan you take h1ll no"' 

H!!Jr: Yeah. 

o: There you are . 

l!HJr: Hello. 
James 
Farley: Hello. How are you' 

;n~Jr: 

F: 

!J-!Jr: 

!': 

!GIJr: 

r: 

ID!Jr: 

F: 

HMJr: 

r: 

ID!Jr: 

P: 

I!MJr: 

!': 

h'J{Jr: 

!': 

HHJr: 

I'm tine. 

Good I I'a going avay -- out to Arkanaas tor tour or the 
daya. Ia 1t sare tor oe to go and -- without :ron gett1ng 
in trouble' Can :rou take care or yourselM 

I did pretty well last week. 

Well , that's all right then. I Juat wanted to obeclt up 
and make sure. I t hought you d.id all right oyselt. 

What? 

I though~ you did all right too. 

I 1 a not looking tor any more tights. 

o. x:. 
Thla one • .• •.. 

I • a not loolt1ng tor an,y ayselt. 

Th1e one Will last me the r est or t he year. 

Well, I hope so tor eYerybody'• aake. 

Yeah. 

You're all right, are yon' 

I ' avtul tired -- I mean, lt -- it took 
I'~ all right. a 
the hell out or me. 

I auppoee. 
I don't want any more -- I don't 

And I ' a not - - as I say, 
want any aore tlgbta. 
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FJ.!Jr: 

F: 
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All right . I'll be back next week , and I ' ll give you a 
ring and I'll get together with you. 

I don't think I did the party any harm. 

No , you ' re all right . You're really all right. 

Huh? 

It you weren't I'd tell you. 

But I mean, I t hink -- I t hink 1t ought to be helpful . 

r : Yea , 1t will. It ' s all right. 

ID!Jr: I t hink it ought to be Just ae good •••••• 
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F: I n other words, I'm trying t o -- I -- what I -- t he reason 
I'm calli ng you i s t o congratulate you on your decision. 

~Jr: Thank you. Thank you. 

!': I 1 m aerious about it too. 

P.l!Jr: I' d l ove to have a telk with you when you get •..•. 

F: 

m:Jr: 

F: 

ii!:Jr: 

F: 

!-J!Jr: 

'.!hen I ge t back I 1 11 give you a buu. 

0. K. 

Hello? 

Yeah. 

Did you read about my report 1n the morning papers' 

Yeah. 

• 

P: tlell, all I !<nov about 1t 18 ~o'hat I eald a t the oeet1ng on 
Friday. 

H!:Jr: 

F: 

:n:Jr: 

F: 

tlell , I • 11 be darned. 

To you, you know, that 1a. 

I ge t you. 

That•h all that ' s all I said. 

!n:Jr: ~/ell , Jim, ah - - I oean -- well . • • • • 

F: That'a very runny, ian •t 1\1 

• 

.. 
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r: 
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In other worda , JOU oan•t read all-- you oan•t believe all 
you read •• . • .• 

LUten, you oan• t ~11eTe a claim thlng you read. I plolted 
up the paper• thh aorn1ng at breakfast and I got quite a 
lt1olt out ot it all , ~oauae you beard eTer1thing I eald. 

-·J • I aee. Well, that waen 1 t IIUoh. r.r. r. 

F: 

I!J.!Jr: 

F: 

F.J.!Jr: 

F: 

~!Jr: 

P: 

Not a damn thing. 

Okey-doke. 

So tbere i t 1e, Brot her. 

Good bye. 

See you later. 

Thank you. 

Thanka a lot , Henry. 

Good bye. 

F: Good bye. 
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~y 31, 1939 
.. :51 P·• · 
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!l)(Jr: Hello. 

Operator: George Harrison. 

mtJr: Hello . 
Geor ge 
Harri son: Hell O, Henry. 

!!lcJ r: Ye a, George. 
that 

?. : I had such a delightful lunch wi t h ycu/I t hought I'd 
pursue you further. 

:! : 

R: 

l-Y.Jr: 

Yea. 

! wa s wondering whether you and Mrs . Mor ge nthau vere by 
any ohanoe planning to be ln town over t he weekend, and 
whether you'd care to go dovn on 117 boat Saturday a1'ter­
noon -- Sunday -- and Sunday. 

Well , t hat's terribly nlce, but I thlnk we' r e planning t o 
be here, bu t ••••. 

11ell , 1 t 1 a down at Annapolis. 

Oh I Oh I \'/ell, may I a ok her? 

H: You' ll do t hat, would you? I'd love t o have you come 1t' 
you vlll. 

i>JlJr: 

:! : 

f!!.!Jr: 

H: 

HJ.!J r : 

We ••• ••• 

I t hought we • d go dovn rlgbt a1'ter l unch Saturday and go 
out and go avlnu:ting , spend t he ni eh t on board, go for a 
sai l Sunday , and then come back in t~e arternoon. 

1 It sounds terr i bl l' 
Well , I don't Jtnow What her P ana are. 
nice and it-- oan I get l n t ouch wi th you ••.••• 

You ltnov, lt ' a the same bOat t ha t you and t he President 
went dovn on once before. 

Ob, yeo. When could I call yout 

H: Well • •. •. . 

ll!!Jr: Do you want to know t oni ghtt 

H· No , no. No , anytime at all . 
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lii'.Jr: Where will JOU be to110~ 

s: I'll be in !lev York. 

IDlJr: Vall , I'll call you the tirat thing in the 110rning. 

H: Will you do th~t' 

m:Jr: 'Xee. 

n: Firat rate. Vell, I'd love 1t it you oan. 

l!)o!Jr: Thank you eo much. 

1! : Fine I 
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TREASURY DEPARTMENT 263 
INTER OF'P1C£ COMMUNICA'TlON 

DAT8 !ala)' 31 , 1939 

Beoret~nthau 

)lr, Hu~ 

10 

"'"" 
subJect: AdY1eab111t7 of aell1DC wheat 1n Yiew of 

11&7 equee:r.e. 

There eee•• nothing further to be done on th1e. 'l'he 
11&7 aqueese wae a a1ld one, and acoord1.ng t o Dr . DuYal the 
a1tuat1cn hae now been eettl ed. !here 11 pr aot1oall7 neYer 
a aqueese 1n Jul7 tuturee, e1noe new orop Wheat be oo .. • 
available 1n t1M for del1Yei'J on that month. 

Dr. DuYel e1q~eote wheat pr1cee to go b.iPer, ow1na to 
the unaat1afaotoi'J orop a1tuat1on. A pr1Yate eet1aate 
released toda7 place• the total orop at 661 million buahele, 
wh1oh ooaparee with general expeotat1one of around 700 all­
Hone, and w1 th laet )'ear' a crop of 931 a1111one. the out­
come of the epr1ng wheat orop, howeyer, reaa1ne alaoet 
ant1rel7 dependent upon future weather. 

• 
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• Mrt. MORGENTHAu·s omca TO­

..... au.. 
Ill'. Oibbou 

llr . Bell) 
Dr. Haas) 

May 22/39 

Ia there anything I 
should do about this? 

H.M.Jr. 
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JUWONSTRUCTIOX FINA,~GE CORPORATIO~ 
WASIITh'GTON 

Mq 17, 181111 

lith retercca to 701U' 1Dqu1.J7 -• 
(!qa ago about the adYieebUit;J oL Mllln1 wb .. t 
dlla to the *Pl>UW>t ~eua tor Mq dellYC)', bel 
to ecM.ee that oL the 82,000, 000 bolahele placed 
UDder the 18158 loci, aboot 20, 000, 000 bolahela beft 
elrM<!,r bee released end there 1e probeb4 10, 000, 000 
DOW in proceaa Of being rel•aed, 

'l'b.ia wUl lea•• onq ahou t m,ooo,ooo 
buahela, llhl.ch doea not appear to be a largo IIUrplua. 

the relea.ae price to tanoar borrowers 
wae inoraued 2 c.,ta a bolahel, etteou ... Mq 1 2, 191111, 
111d thq are oon+lnn<ng to take the wb .. t oo th1a baal.a. 

the Departoent ot .l¢ault=a th1nk.t that 
wb .. t wUl probahl7 go SlbatanUell,r ~ar, UDleoo 
there io a utar1al cd earl;r 1aproY81ent 1n crop proe­
pect•. 

llollorable BC17 llorg.,thall 
Secret..,. ot the ~..,. 
lallh.ln,ton, D. 0. 

:ss 

• 
... 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DATa 

llq &1, 199, 

ro 

J. H, Joler . 1r. 

l or rour iatora t1 011 -

ltr.r- or 1. mcar Hoarer' o ortico called- abollt •1- o'clock 

thll r.o1S1111& and oa14 n at llr. Hoarer bad bHD I.JI tc11ob 'llitb bill \hio 

.amill& abollt tba llorle Caoea. 'ha uporhd t bat tba Attomq Gcuoral wolll4 

~·back 1D to• aroa~~d 9:::10 tMo nciD& and -14 tbo r eport 011 bio deok 

a\ tbe\ t iu if poeoible, 

I t old bill tbat :rou were banng a MOtiD& tbio attamOOD at • :oo 

oo \beoo oaaaa and that I liOUld OODTIT the u aaaga t o ;ro11. 

r.)/.~/ 

267 

.. 
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lit• Yorlt 
Pennt:r1nn1a 
Ttu.l 
lleoontln 
nunoil 
Ohio 
M1oh1pD 
Cel1torn1& 
Iowa 
IUnn .. o'a 
1Uuour1 
Indiana 

freatur:r Depar\ .. a,, 
D11ie1on ot Reaaarch and a'at1at1oa. 

M11110RI ot 1'9'99' 

tm 
3,267 
l!,~1 
2,~5 
2,26!1 
2,1~ 2,0 
1,6 
1,l!Jio 
1,)9Q 
1,)06 

Iii 31, 1939 

!I let1aatt4 b7 aubtraotlnS alllt aqu1Taltnt ot aaau-
taotured 4&1r:r pro4uotl troa totel a11lt produoed. 

268 
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)(EE'riiiG VITH EXEOU'l'IYE COIIKI!'l'D or 
FEDERAL RESERYI OPEN IW\lft COIOa'l"l'D: 
(Treasury group alone tor ten a1Dutee; 
Federal Reeerve group in at ~100 o'clock) 

llaJ' 31. 1939. 
10: 50 A. M. 

Preaentl 

Bell: 

H.M.Jr: 

Bell: 

H. M.Jr: 

!!ell: 

H.II.Jr: 

Ranee: 

Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr . 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 

Han•• 
Bell 
Haa• 
Murph)­
Lochhead 
Seltr.er 
Badley 
Eccles 
George Barrhon 
Draper 
Leach 
Sproul 
P1aer 
111ll1ua 
Goldenveieer 
Matteaon 

The lowest point that our balance will reach 1n 
that three-•onth period will be at the end or 
August, a billion 384 ~illion dollars. 

How lllUcht 

Billion 384 million. I had provided in th1a picture 
new caah or 850 million in September, and then 
tinancing by the aganciee in October ot a hundred 
mi.llion tor United Btatee Houeing Authority and 
1n Noveaber three hundred million again tor Co•- · 
aodity Credit or RPC, vbicbever one neede it; and 
no oaeh 1n December. And we go out or December 
with a billion and a halt. 

'l'oo auch. 

And the low point there would be the end ot Januar;r , 
a billion 305 million; end ot February, a billion 
315. So we wouldn't need any oaah until March. 

Well, let'e s t art around, l et'e make it - does any­
body think we ought to try to get any new money 
th1e timet 

I do.'l ' t. 

.. 
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a.M.Jr: 

Lochhead: 

H.M.Jr: 

Seltur: 

H.Y..Jr : 

Kaaa: 

ll.urphJt: 

Hadley: 

Bell: 

H. I!. J r : 

Bell: 

H. H.Jr: 

Bell : 

l 

- 2 -

Al'oh1et 

Well, not attar Dan ' s tiguree· it wouldn 't seem 
to be reasonable. ' 

Do you (Selt~er) think sot 

(Node no). 

Oeorget 

No. 

No. 

No. 

I don 1 t think so. 

270 

Well, that 's unanimous . Then it' s a question ot 
retundlng some tour hundred odd mill ions of September 
notes. 

~27 ot Treasury notes maturing in September. 

I per sonally think it 1s - I 1ll listen to these 
other people - I think it's too disturbing to 
call the December a tuft now. I think i t kind ot 
upaete things too much. Some people recommend 
oalling the December. 

I mean I thlnk i t 'a - I can 1 t aee any particular 
good reason tor the December. 

Do you (Bell) want to argue tor calling Decembert 

No. I don ' t know whether I ever got to the point 
that I definitely recommended it. I "aa1d I thought 
we ahould consider it at thil tinanoing, in view 
ot the tavorable market conditione. I'm inclined 
to agree with you t hat there would be some criticism 
of calling the Deoembere. I think some of the out­
aide people have viewed it as unwlee at this t ime 
aleo; whereas , in Marob the argument vent t he other 
way, that they thought ve were in t he wrong by not 
taking in the September•. But I 1 m inclined to 

.. 
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H.M. Jr: 

Hue: 

H.Y.. Jr: 

Hanes: 

H. M.Jr : 

Baas: 

H.K.Jr: 

Haas: 

H.M.Jr: 

- 3-

think that ma;ybe we 1d better let well enou~ 
a1one and do just ae we have dont ln the put. 

271 

Well nov, does an;ybod;y want to tal.lt in tavor ot 
calling Deoembers7 

I just have thls comment to make on it, that before 
you drop it oomplet ely I don • t think anJthlng v111 
be lost bJ trying some ot the people out in the 
market, seeing lOhat they thlnlt or 1t. But you UJ 
not want to. 

George, I tell ;you the va:r I feel; I don't want to 
do anything at this t1Jae, unle11 there 1e an avtul 
good reason, to vorr;y the people unnecessarll.J, seet 
I mean if there 1s sooe avtul good reaeon tor 
calling these things - even thou~ we 1ve got a big 
thing coming next Karch - I mean I don 1 t want to do 
anything out ot the ordlnar;y. The beat thing theJ 
oan do as tar as I'm concerned would be to rorget 
the Treasur;r and the Treasury financing tor the next 
three to six monthe, and it we oan simply come out 
and say, •You don't have to worry about us people, 
we ' re out ot the market until next September, and 
you boys have got clear eailing tor three months• -
eeet 

I thlnk it would be a vholeeome thing to do. 

Beet 

O. I. 

o. x. 
And then again, it you don 1t mind - because I've 
read &11 this atuft - I peraonall1 - I'm going to 
listen to t hese other people - teal that the 
easiest thlng - I 1m going to tell you vby- 1a a 
rive-year note, and the reason I reel it ' s a five­
year note is that I ' m worried about the preeent 
market and I' d bate to get out • ••• That ' s another 
reaaon why I don't- if I oall the December, then 
I •ve got about nine hundred mllllon dollars to 
retund, and that's too muoh tor a tive-year note. 
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Seltzer: 

H. M.Jr: 

Sel tzer: 

H. M.Jr: 

Hadley: 

H.M. Jr : 

Haas: 

272 
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I mean I'd have to split it. I don't vant to get 
out a long bond, because i t we 're in an incipient 
boom or boom market, then our Ooverruaenta are going 
to get aott, and I•d hate like hell to sell a 
t welve or thirteen-year bond nov and then eee the 
thing steadily go down. And a five-year note ia 
pretty steady and can ' t sink very much, can itt 

.A. three-quarter percent note oan sink, That's a 
pretty low coupon. I mean you have quit e a little 
price risk in a coupon as lov as that. 

Well, relat i vely, it it 
be a lot, wuldn't itt 
wouldn't ut 

went ott tvo pointe it would 
It would be terrific, 

Vell, i t would be a sharp deoli.ne. 

But you might perfectly vall sel l a t vc percent bond; 
it would go bow many yearet 

About fourteen. 

And you could aee that go below par. I mean I'm 
telling- that's why I bate to sell a long bond, 
becauee it t he stock market continues t o go up 
and the commodity market continues to go up, then 
I argue in this room- I don 't want to even tell 
these other tellove - I think ve may have a sloppy 
bond ma.rket, and I don't want to be caught at this 
time. And that's why a 425 million dollar note 
iaaue, priced comfor tably, would be the least tbing 
to worry about over the eulllller. 

That's a simple aolution, it you do that . 

Vhat t Dan, eeet 

And then it you call the other thing you've got 
nine hundred million dollars and you'd have to give 
them moat likely a bond. And vith thia atutr selling 
at its all time high peak, I ' d like to keep out ot 
it. And then it the thing slumps ott this summa; 
and it goes orr two or three pointe and th&n you ve 
got to raise eight or nine hundred million dollar• 
in September, we're all set. 

.. 
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Seltzer: 

H.M.Jr: 

Seltzer: 

K. M. J r : 

Lochhead: 

H.M. Jr: 

Lochhead I 

H. M.Jr: 

Banee : 

H. M.Jr: 
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Aa I reaaoning tooliahlr' 

No. But I ttunk rour aarket 1a going to be qu1h 
a l ittle disappointed. 

VhT' 

That 11, I th1.nlt theee maturing noteholders would 
muoh prater a med1ua- term bond. 

We haYen 1 t got out a t1ve-rear note 1n a1x 110ntha. 
It 1 a been a1x months aince ve got out a tiYe-rear 
note. I want to plar it Jutt •• olote 1n at I oan, 
eo that it I'm right - the worst that can happen 
it I ' • right, and the aarket and co1111110ditiu oont1Due 
to get better - then I ' ve got something wbich ie 
ta1rlr eaar to handle. It I '• wrong and thing a go 
to hell, vall, 0. I. Buhf 

Ot oourae, it you don ' t take &DJ nev mone7 and rou 
put out a abort-term nota you m&J haTe a Yery atrong 
bond market. That ' • the one - the onl7 one th1ng 
I'm thinlt1ng ot. 

Aroh1e, it haan't been aot1ng that war. The bond 
market 1e aot1ng aa though we were going to have 
a boom. 

Yea. But that 1 a the one arguMnt. 

The onl7 tue I 1Ye aeen co111110d1t181 etrong and oollllDOn 
etoollll strong, Oovernaent bond• vera weak. Well now, 
I bope that that'a the weather ei~ tor a r1ae , tor 
everybodJ'• aalte. That ' • what ve ve been prar1ng tor. 
And 1t etarted eYer a1noe that Meting a veelt ago 
laet Mondar where that Co111111ttee got together and 
deoided the7 vera going to do eoaetb1ng on taxee. 
RigbU 

That 1 e right . 

Aa near aa I oan malte out, it took one day to lealt 
and began Vedne•dar· 

Doee it malte eenee to rou, what I'• ••Jing, Johnnr' 
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Ranee: 

H.!f. Jr : 

Hanes: 

K.M.Jr: 

Seltzer: 

R.I!.Jr: 

Sel tzer: 

R. Joi .Jr : 

Sel tzer: 

H.M.Jr: 

HacUer: 

R.M. Jr: 

.lbtolutelJ. 

lfbatt 

- 6 -

.lbtolutel:r. I think fOU 1 re abtolutelr r1gbt on 
that one. I th.inlt it a vorth taking that gueee. 

Well, rou're not taking much ot a gueu, becaute 
ve 1 T8 got tvo billion three hundred million on 
hand. You load up, call December, and it aeane 

274 

:rcu 1Te got nine hundred million 4ollere. You can't 
do it all in notet, :rou'Te got to do a bond. The 
aarltet geta eloppJ, and then vbatt I Juat th1nlt 
it 1 e eart to eit here; ve'Te got all our purehaeing 
pover, ve 1Te got a hundred alll1on in poetal eaTinga, 
a hundred oailllon 1n PDIC that ve can innat during 
the auamer it ve haTe a eloppJ bond aarltet. 

'!'here ie onl:r one other coneiderat1on I thinlt 11.1gbt 
be mentioned, and that ie that in 1944 rou nov han 
about tour billion three ct high coupon atutt. 

Which doesn 't -but you don't haTe to oall it. 

No, that ' s right. 

And all - haTe rou got anything coming due on the 
15th ot June, matur1ngt 

No, :rou haTen 1t. 

.And all this 11 ia 425. It eur:Jthing gou well, 
it vlll be 4<>5. 410 million 4ollare. 

The FederU haa 70 alll1on ot 1t. 

And ve haTen't got out a note 1n eix aonthl. Whether 
rou tellove want to price it at three quarters and 
g1Te them an allovanoe tor t heir intereet, or 
Whether :rou vant - hell, ve can tuu about thlt 
'l'hured&J and FridaJ. 

Nov I'• not going to tallt thil vay to theee gentle­
men' coming in. ITa going to go through the l'e@lll&r 
routine and lieten. But I wanted rou tellove to 
ltnov What I haTe 1n 117 mind. We Ollll haTe anotber 
aeeting, it neoeaear:J• 

.. 
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Radley: 

Murphy: 

H.M.Jr : 

Bell: 

H.K.Jr: 

H. M. Jr: 

Bell: 
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Doee an;rbodJ thi.nlt I '• going - getting out on the 
end ot a l11lbt 

No, I think it's the aiapleet thing to do , 

I 1m all tor it. 

Dant 

It 1 a all right with me. I neve no atrong reeling 
about the other at all . 

I Juat wanted a heart-to-heart talk nov. And then 
when these gentleaen come in we can liaten to vbat 
the)' nave to aa)', listen to Piser and then do the 
opposite. That's in the rooo. 

(Federal Reserve group oomea in) 

Well, Mr. Bell, i t you ' ll give us t he rules ot the 
g8Jile, please. 

I think, Mr. Secretary, tho.t they ho.ve moat ot the 
tigurea. I might explain that we're going into 
June with about three hundred million dollars more 
than we contemplated when we last met, due prin­
oipallJ to the repa)'l!lent ot t he RFO and an increase 
in our revenue reoeipte over expenditurea. 

Thie eet1.111ate tho.t I have doea not conteaplate anr 
oath financing in June. I t don oonteaplate a 
two hundred million dollar financing tor the 
Oollll:IOdi tr Ored1 t in JulJ, an 850 mlllion oaah tor 
the Treaaur;r in September, a hundred a1ll1on dollara 
oaeh tor United States Rouaing AuthoritY in October, 
and a three hundred 1111ll1on dollars caah tor the 
IU'O or Oommod1tJ Credit, 'Oib1ohsver needs i t, in 
November. And nothing tor anr agency, including 
the Treaeury, in December. 

The balanoee would be, on that baa1a, about a billion 
nine going out ot June, a billion eeven at the end 
ot July, a billi on three eighty at the end ot 
Auguet, a b~lion nine at the end ot Sept ember, 

• 

.. 
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!loolu: 

Bell: 

Ecole a: 

Bell: 

Ecole a: 

Bell: 

Ecole a: 

Bell : 

Eccles: 

Bell: 

H.M,Jr; 

Harr1aonl 

Bell : 

Golden'r: 
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a billion a1x bandred aillion in October a billi 
eenn titt1 in IOTeaber, and a billion 5jo 1n on 
December. Ve haYe 1n that picture a retlul41ng ot 
~27 million ot Treaaur, notee maturing on September 
15 and 526 aillion ot 'l'reanr:r notee maturing 
December 15. Ve aleo haYe some odde and enda ot 
Yarioue ored1 t agenolee, euoh &I a little oYer 
two bwldred a1lli on tor Rome Ovnere Loan on 
Auguet 1, a hundred m1111on ot the Poderal rara 
Mortgage Corporation on September 1, and two hundred 
111111on ot the Co-.od1t7 Credit in loYaaber. '!'bat 
about ooapletee 1t. 

Bow auob new Septeaber tinanc1ng - 800, :rou aa1dt 

850 a1llion 1n thie eetiaate, 7e1, a1r. 

That'• new. 

That's new oaeh. 

The three hundred lll1llione tor Couod1 t7 Cred1 t or 
RJ'Ot 

In November. 

Yee. That would be new mone7. That would be used 
to p&J the TreaeurJ ottt The RJ'O etill owes • •• • 

It oould be used that W&J• '!'here'• about three 
hundred aU.Uon still due the Treaeur7 rroa the RJ'O. 

So th1a would reallJ take the place ot the TreaeurJ 
t1nanc1ng, but it would be t1nanced outside the 

badget. 

That 11 rigM. 

An7bod7 elee like to ask Kr. Bell an:r queat1onet 

What doll that lean JOU at the end ot Dacembert 

A bUl1on tin hundred going 1ntc JanuarJ• 

D1d :rou 
881 

there'• 850 o! new 110ne7 that :rou want 

to railet 
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Bell: 

H.M.Jr: 

Ecole a: 
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850 a1111on dollars n h e1r. ev oae in Septeaber, yea, 

Well, on that baaia, it gate dovn to a r 
ot the September notee nov, and I vonder!~g 
Federal Reserve Co111111ittee had any other eu sti' 
to make other than possible consideration ~theon 
retund1ng ~t the September notes on the fifteenth 
ot June. r . Eoclea , wae there •••• 

Well, ve have been d1ecuae1ng it this morning and 
Mr. P1aer had been making a eurva:r tor acme ti.JIIa 
past in all twelve Federal Reeerve d1atr1ots to 
ascertain their T1eva. In the d1ecunion tb1a 
morn.1ng 1t seemed to ua , or oouree, t hat the 
problem 1s just - 1t d1dn 1t make ver:r 11Uoh d1t­
terenoe. It' s a ver:r eiaple one. And it vas just 
a queat1on as to whether the 8epta2ber maturity 
aa vall ae the December - there wae an:r Juatit1ca­
t1on tor financing both the December and the 
September not es at th1e t ime, or Whether to do 
no t1nano1ng at th1e time and finance Sept ember and 
December in September, which or oouree would not 
be advisable it you expect to gat 800 million or 
nev money. 

The thought vas that you poeeibly oould go to the 
end or the year without nev money, in which caaa 
1n September you could finance both September and 
December ; or you could finance both September and 
December nov. There vaa acme argument tor the 
tinano1ng or both of them by reason of the tact 
that the combined 1aeue of Sept eaber and December 
1a leee than a billion dol.lara, and t here 1a aome 
d1eadvantage in a emall iaeue because to take an 
ex1at1ng 1seue - they're all at a Ter:r h1gb premiwo, 
and you are almost required t o put out a nev i ssue 
to meet the market situation today; and therefore 
to put out a nev i ssue or tour hundred million ia 
rather a small 1eaue t o put out, in view of the 
taot that you ' ll haVe three mont hs trom now another 
1eeue to put out anyway. 
So it's a precedent again of anticipating maturitiee 
a1x months instead or three months- that's the 
only objection there may be to it. Ve didn 't taka 
any YOte to eee W.t the pre terence vaa, but I'm 
juet giving you the resulta of the d1souaaion. 

... 
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H.M.Jr: 

sproul: 

l!.)!. Jr: 

Eccles: 

Harr1ecnl 

Eccles: 

Harrison: 
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Then, 1t a 900 llllllion retundlng wae done nov 
that h, taking 1n September and December, it' 
appeared that an opSion 11a7 be given tor a long 
bond and what ia termed a ehort bond. It, how­
ever, onl;r the tour hundred million ie retunded 
we seemed to have a preference t hat only a long' 
bond be given. 

I don't know as that ••• • 

I wondered hov Nev York telt about the poae1b1lity 
ot reaching out tor December. I mean hov would 
tbe;r teal about it up there' 

We bad d1ecuoaed that v1th eome or the people at 
Nev York. The:r teal tbat it aigbt cause eome 
unoerta1nt;r , figuring wether :rou bad a tour and 
a halt or a tlve year obligation, vnere ;rour 
maturlt:r vae going to be, but that the uncertainty 
would not be great and tbat the antioipation aix 
months in advance could be done v1thout an:r oon­
eiderable dlftieult;r. 

Well, are you coming over, Marriner, with any fixed 
1deaa' 
No. I pereonall:r don't have an:r, and. I didn't under­
etand that an:r other member ot the Committee bad 
an:r ver:r fixed 1deaa. The problem ie rather a 
eimple one 1n vlev ot the praaent eituation, and I 
don't think it make a a great deal ot dHterance 
whether ;rou 1nolude December nov or not, and I don't 
think it •altes ver;r much dltterenoe •• to W&t the 
combinati on 11a7 be. There 11&1 be aocoe al1gbt 
cllo1ces as a matter ot personal opinion. 

But is that oorreot, George' 

I think that's rigbt. 

I int erpreted tile diacuae1on. We didn't tr:r to 
get down to some detin1te • ••• 

I agree, Mr. Seoretar:r. that :rou•ve got a prett:r 
tree clloice. 

' 
... 
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H. M.Jr: 

Harrison: 

E. M.Jr: 

Harrison: 

H.M. Jr: 

Harrison : 

H. li. .Jr: 

Eccleu 

- ll-

I t does seem to me, though, that it ylu're go i ng 
to raise some new moner in September or are con­
t emplating s ome new money some time before the 
end of the year, that it might well te worth 
oonei dering today the wisdom ot retund1ng the 
September notes and getting aome ot ~our oash 
now rather than cleaning up Septeober· and waiting 
until September tor all your cash. !low, I aav 
that tor t his reason, that while I IIIli not one· 
ot those t hat expect t he European contlegration 
Juet nov, apparently all the goesip ~s that the 
ori t1oal period w1ll be in August anol Sept ember. 
It that is true, and we don't know- 1f that 1a 
true, it does seeo to me, as long ae it doesn 't 
make much difference, that it might oe more 
prudent and politic on your part to retund 
September now and take a l i ttle of your cash nov, 
rather than put all your eggs into the September 
market . 

Well , we don't even have t o do t hat. 

: 79 

No, I don •t t hink you will. I thin•: that would 
perhllps be the beat thing, everythi ng considered. 
And I think my second choioe would he to take up 
both the Sentember and December nov. I say that 
largely because I think the 4oo m1l:L1on retund1ng 
with nothing elae will be ao bull1a:1 on the m&rket 
that you may run up • • •• 

Swell • 
• • • • you may run up your bond priou a point or a 
point and a halt core Just b)' the r efinancing. 

I aee. \fell . . .• 

Therefore I t hink rou've got - my hunch i e rou've 
got to do' more than Just retund Se;otember today. 

I can ' t help i t 1t the apendera 11 r•• f&lllng down 
on me. The money ian' t going out. 

rd1 t o .ohedult. Trouble 1a, 
It never hae acco ng 1 you've got to discoun t eome ot thee• RFO t guree 
in particular. It you were t o ta..• t he aat111atee 

Regraded Unclassified



H.I!.Jr· 

Harr1B lll : 

H. Y..J r: 

- 12 -

that the7 een~ 1n - the:r never check out. 

Vall, Dan '• run a - what do JOU call it 
an average - uhen :rou average them upt ' 

A parlayt 

280 

on horeee -

Sollie th1ng Hit a that. 
two or three years -
percent, don ' t the:rt 

He eatimatee ov~r a period or 
the:r over-eat1aate about ninetr 

Bell : So•• ot them. 

I don 1 t ltnov 'llllat lt1nd of horae a JOU ' ve got in the 
Trea11.1r7 stable, but .rou 1n got a pret ty good 
Joolte:r. 

Bell : Hobb7 horaea. 

Harrleon l 

H.M.Jr: 

Ecole a 1 

I th1nlt :rou ebould explain, Mr. Secretary, that th1a 
850 in Septeu•ber vas put there 1n order to raise 
enough mone:r to get us over that December hump . 
That 1a, 1t ~~• tue in the refund 1ng or the March -
a bi g amount, a billion 378 million - it could very 
vell be eplit; say ve have tour hundred or five 
hundred 81111on of nev oaah in September v1th the 
ref unding ot either the September notes at that 
t ilDe or the December notes , and t hen tour or f i ve 
hundred 811Uon oaah in December again , aeet I 
••r•l:r put the 850 in September eo aa to leave 
D,eoember open tor refunding of the Marob aatur1 t1ea 
it ve vant to do that . 

I think :rou o ught to - that ' a a prett,f big 188\le, 
and JOU don't ltnov tohat aay develop before December, 
and :rou've got plen1Jof opportunity nov, either 1n 
June or SepteJDbar, to olesr :rour deolla tor Deoeober, 
vhi oh I th1nlr. would be v1ee. 

Ot oouree, it the JDarkat goee up too rut, ve can 
alva:r• - the Federal Reserve can alwaye let ita 
portfolio run ott. 

We have poi nted out that, 111te IDOit otber central 
banke, our entire aouroe ot revenue 1e ~~~t 
aecur1tiea. Rov, it nobodJ 1a 04ncerne 
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the7 have an 1nco .. or not whf 
Just down in Texaa _ been rt th ' • • • • I waa 
kickinf because ve don ' t 1811 a group or bankera -
eaid, The tirat thing we can ~1porttolio. We 
paying dividends on etcok,• which ~~·~:~::1n1 
agreeable to me. •Next thing we can d i 7 

charging you tor currency or any aeni~e ~:ar 
rendered; either that, or go to Congreee and aa: 
tor an appropriation. Those are your chcicea or 
we can bold on to the porttol1o. • • 

I'll bet they agreed with the latter. 

They d.id, 'but not until I got through with thea. 

All right, rou can let a billion go now; they're 
now eetling i n the market at a low baaie. Ther 
wouldn t coat ua anything. We'd 1113ke a little 
prorit on it. 

You could do that, but that meets t he problem 
tor a rew monthe, atill doesn ' t get at the fUnda­
mental problem. 

You ' d be disappointed i t I didn't ra1ae it. 

I didn ' t think you'd raiee it. I 1m ueuall.Y the 
one that ra1eee it. 

But eo tar ae your financing 11 concerned, I'm 
not like George. 'l'he queet1on of running 1nto a 
aituat1on in September and Dece:~ber or anr other 
period that's going to cauee rou the el1ghteat 
problem or finahc1ng - that '• out the window, it 
aeema to me, eo long ae rou have huge exceee 
reeerYea and eo long aa rou have a voluae of 
depoai ta which are ae great aa the7 are. You 
have on the one hand banke under preeaure to 
inveat theae exceee reeervee ther have , and their 
earninga are getting lee• and leea and lees 
b ecause the loans that they already have have 
been renewed at lower and lower and lower ratee. 
And eo the.Y a re under terr1t1c preeaure all over 
the oountr.Y ror eaminge. Then, on the other 
hand, fOU have the insurance oompan1ea, the eavinga 
banka and the truat runda, the ownere of theee 

.. 
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deposita in the banks, with 1 funds. no P ace to put those 

And it the foreign situation develope it 0 1 
makes fore i gn capital more anxious to' come ~~e 
and stay here, instead or leave here, and that ' s 
an additional pressure on the market. 

So that I wul.dn 1 t think or adopting a.ny t1nancing 
program in anticipation of aome orisie, because no 
crisis can develop, it seems to me, that can cause 
the Treasury t he slightest trouble vtth reference 
to ita t1nancing. Nov, it may not be able to put 
out a very long bond. But you 've alvaya got the 
bill market; that vill be exceseively lov as long 
ae you've got huge reserves. And you've got your 
short-term bond market or your note market. 

It seems to me that you may be criticized - I mean 
thinking or Congress - tor building up bal.ances, 
tor carrying tvo or two and a half billion in­
definitely in very large balances. I think instead 
ot trying to provide the market with securitiss 
for investment , in order to keep the bonds from 
going up and in order to keep rntes trom going 
lover- that you just can't teed the market enough 
to accomplish anything in t hnt field, it seems to 
me, on any present budgetary program. 

And ao a matter ot polioy - a8 tor me, I would 
adopt a program confined pretty strictly to the 
Treasury ' s ovn interest in this matter, and would 
let the balances run dovn and operate closer -
I'd operate vtthin a bill i on dollar balance picture, 
instead ot two or two and a halt billion. And I 
would not do any new financing until the situaticn 
required it, and then I would adopt a financing 
based upon the s ituation; that i8, either bills or 
notes or bonds. 

Well, I didn ' t mean to imply in vh&t I sai d - my 
suggestion was in the torm of a question, anyvay, 
but I d i dn ' t mean to imply that you can't finance 
yourself in September or December in some form ot 
obligation at some rate. You can, ot course . 
But if I assume that you prater t o get your nev 
money vhenever you get it on long-time rather than 
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by increasing your bills unnecessarily nov h1 h 
I understand you would prefer not to do the~ I~d 
say that there 1e very l i ttle ditterenc~ in raising 
your nev ~oney in June than there is in r aising it 
in Septe~ber, ao tar aa Congress i s concerned 
In tact , I think what you ' ve got to do is to f ormu­
late your program upon the baaia or your tiacal 
year looking ahead, and it you ' re going to do that 
then it does see~ to me that there is eome advan- ' 
tage 1n taking some or your new money in June rather 
than 1n gambling on taking it all in Septec~ber, when 
you might have to go to aborter maturities than 
you vould choose t o go it you had your choice nov. 

But I go back to my initial statement. I think you 
can do about lOhat you want and it doesn 1 t make 
avtully much difference. 

Well , let me, in view or this convsrsatlon, t ell 
you how we reel here; and anybody that doeen 1t l ike 
it - I wish they'd say so. lfs 1 rs th1.nking in t erms 
ot refundi ng t he September note and ortering a 
five-year note in place or i t . Now, anybody that 
doesn ' t l ike i t - I 1d be del i ghted to hear tram 
them. We haven ' t got out a note in six months. 

Well, that's one t hing I suggested - that because or 
the small issue, either I would suggest - suggested 
even the possi bi l i t y ot paying it ott out or 
balances; but or course, by reason ot the r i ghts, 
the value ot the rights , that would be possibly 
quite a shock. But there is no good reason, vlth 
these huge balances, vhy it coulc'l n 1 t, troa the 
Treasury standpoint, be pai d ott, it i t wasn't tor 
the disappointment t o the holders or rights. 

Not doing that, then to let the - to do no fi nancing 
at all now, but 1n September finance both the 
September and the December i aaue; let it run right 
on as it is, and then in September finance both 
the September maturities and the December maturities, 
announc ing nov that that vas the plan. 

Well nov, do I un.deratand that you like or go along 
or whatever v&Y you say - approve the suggestion 
that we simply retund the September note vltb a 

.. 
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tiYe-rear notet Now, Marriner, do I underetand 
•••• 

Well, I would - I haYe no obJection to that I 
th1nk that ' s all r1gbt. But I lOOuld han o~rtainlr -
I ' d have a preterenoe tor doing nothing now and in 
September not get anr new moner, because rou don't 
need it and won ' t need u, and merelr retund 
September and December at that time in either a note 
ieeue or whatever the market requiree. 

We'd like verr much to do the September now. 

And that leavee the th1.ng open in September. 

We've got that advantage ot being three months ahead 
ot time, and I hate to give that up. 

Well, I think it rou' re onlr going to do September 
now, certainly a note issue lOOuld be all right. 
It would be a question then in mr mind ot issuing -
having a note issue tor the September maturitJ, or 
doing December too and having a bond ieaue. 

We don ' t like a bond at t his time. 

You don•tt You have no idea ot putting out a Decem­
ber - calling the December notet 

Rathar not, unleu eomebody g1vee an avtul. good 
rea10n, unless somebody saJ•• 1 fh1e 1s a reason 

1 and I teel Yer, etronglr you ehould do December. 
It eomebodJ teele YerJ etrongl.J we should do 
December, naturallJ, I'd be delighted to listen. 

I ' • not arguing tor 1t. It toOUld be a teporarr 
market, but that doee •••• 

It aomebodJ sare, •Kr. Morgenthau, rou're wrong, 
I think 1ou ought to do December, • and goes attar 
it I'm here to listen. But it ther don' t r eel 
Ye~r etrongly, we reel we Just ought to do Septem-
ber. 

Would the altemattve be, under the progra= rou 
1 at having taken care or the September note 
bi':! e~change tor another t1ve-rear note now.-

.. 
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vnen September comes along, do you want to take 
up December and raise some new money at the same 
time, the 850 millionst 

Well, I haven't really thought that thing thro gh 
I frankly - what I ' d like- aa insurance again~t • 
these trouble some t1mea, I like to be 1n the posi­
tion that on any quarter date I don •t have to do 
anything. That's the position I like to be 1n· 
that if there is really trouble aometlma, I'm in 
position that I can Just skip a quarterly date and 
do nothing. That's whet's moti vati ng me, see? 

Supposing you do that, supposing nov you Just do 
September; September come a along and you don • t want 
to do anything because or conditions. 

We could go through. 

Could you? Because that puts you vlth a billion 
)00 millions in Marches that you would have to do 
in December. 

We could do i t. 

Run our balance down below a billion. 

We could slt tight, do nothing in September, refund 
the December note in December and do a little cash, 
and refund March in March. What, Dant 

That's right. 

My comoent vae predicated upon Mr. Bell's statement 
that you are anticipating getting 850 ailllona or 
cash this year. 

Part or vhlch, however, was to leave December com­
pletely open to do whatever you wanted to vlth Y~rch. 
You can do the December note in September and take 
500 million cash eo you ' d do nothing in December. 

Mr. Sproul, 1f they do only the September refunding 
now might there not be some advantage in the note 
ove~ the long bond, beoauae the long bond 1n a new 
i•su• you'd probably have to - it would be an 
awfully •aall issue tor a bond issue. 

• 
.. 
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Pereonal.l7, I don ' t tMnlt eo. I don 't eee -.aoh 
adTantage 1n refUnding a note 1nto a note under 
preeent 111arket oond1tione. It ;,ou go i nto another 
fiTe-7ear matur1t7, it Will have a ver7 low rate 
a return which doeen't eatietr an7bod7 i n parti~lar 
and it add• to JOur matur1t1ee 1n the earlr tortiee.' 

It 11eme to me from a 'l'reaaurr and t1aoal s tandpoint 
that there are two th1nge 1n th1e preeent market 
One 1a lool<.1ng at the next t1eoal rear and nen • 
berond that - that 10u' re go 1ng to have eome cash to 
ra1ee. And the other ia that JOU have eo• ehort 
maturities that rou want to get out into the long 
matur1t1ee. X,. pereonal preference would be to 
refund t he September• plue eome emall aaount ot 
caeh, in anticipation ot neede later in the 7ear. 
And do it with a long bond 1uue, plue opening up 
the longeet outetand1ng note ieeue to take care ot 
anrone who doesn't want to be forced into a long 
bond: a geeture which I think would result in a 
verr small addi ticn t o that note 1seue. 

Oan't see it. Sorrr. 

Hr. Secretar7, would rou be intereeted in hearing the 
reeulte of the eurver ot our twelve districts! 

Verr IIUoh. 

Since Ksroh the coamerc1al banlte eeem to have lee• 
intereet in a long-term bond and oona1derablJ leee 
interest in a uve-rear note; wbereae, the 1nauranee 
co11paniea have eh1tted their preference from ehorter 
term ieeuee into the longer tera aarl<et . At the 
preeent time the oo~Deroial banlte, great maJoritJ 
ot the coJDerc1al benke, would prefer a bond aatur1ng 
in eigllt to twelve 71are, and there are oo!llpar&tivelr 
tew ot them that want anr other maturitJ, either a long 
bond or intermediate bond or wbetaot . • 

The eavinga banks are about equall7 divided between 
a ehort-term bond and a long- term bond, and ehow verr 
little interest in a note or an intermediate bond. 

The 1nauranoe compan1ee are almoet unanimous tor a 
long-term bond, and ehow verr little intereet i .n the 
other aatur1tiee. 
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A naber of the banks a~ still !'aYorable to 
definite maturi tiea aa against a callable iasua. 
A oonaiderable number a~ a lao againat iaauea of 
premiWila, vh1 oh they men t1oned before the last 
financing. · 

And we also got quite a bit of sentiment in t aYo r 
of the Treasury raising cash in J une in order to 
euppl7 issues to the market . 

That is, in general , what we aee from our aurYe7. 

Vell, I say, thank 7ou, but I'm afraid I ' m not 
conYinced, if' 70u don't mind. I mean I don't know 
whether that ' s 70ur personal opinion or not. 

Thia is just the •••• 

Vhat'a your per sonal opi nion, Mr . Piser' 

I t h i nk I ' d be i n favor of a bond in the early 
fifties r ather than a note. 

You mean- and do the September and December or •..• 

I don ' t think it makes a great deal of difference. 
It you just do the September, a definite maturity 
bond 1n the early titt1ea would be very popular. 

Fixed dateaf 

I th1.nk i t would be more popular than the t1Ye-TSar 
note. 

In other words, instead of a five-year note, an eight 
or ten 78&r bond. 

Or even l onger, up to twelve, thirteen years . 

Vall this time l aat year - wbateYer ve got out at 
that ' time, we called it an all-aUIIIIIIer sucker, di dn 1 t 
wet 

'l'hat 'a right. 

I 'd like another one. 

• 

... 
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Well , on that point, I think you ' d 4o better with 
a bond than you would with a t1ve- ;year note 
!h

1
ey haven 1 t got lllUOh t o suck on all aUIIIIDBr' in a 

• va-year note. 

Really, do you t hink you'd do bettert 

Yea, I do. 

A new issue, a new bondt Honeatt 

288 

Get a better reception in the market. Tbere 1s no 
queatlon or the five- year note going, no question 
ot anJth1ng else going. I think the market would 
li.ke the bond better than the note . 

Harrison: I agree to that. 

Piser: A ! lve- year note is a lot lees popular than lt hsa 
been r ecently. 

Eoolea: The whole question ls, attar all, a question of yleld. ' 
That ' s whet you're really down to. 

Bell: ~ueat1on ot earnings. 

Eoclea: or course 1t ls. Naturally, the reolplent likes to 
V get the blggaat return poulble and the pay01- llkoe 

to pay the l east possible. Mow, 1t 1 a pretty largely 
a question or whether the Treasury wants to get all 
the t1nancing on a five-year bade and pay a lover 
r eturn than on a bond. Banke and insurance 0011panlea 
would like to aet a bond, get a higher yield. 

Harrlaon: Wl th money rates aa they a.re, to swap the Septer:tber 
aatur1t1ea tor a t1ve-;rear note 1a hardlY a retunding 
at all; 1t 1 a almost a oash pa)'lllent. And they would 
muoh prefer to get a l i ttle higher ;yield. 

Sproul: That 'e an argument . 

H.M.Jr: 

Sproul: 

Allan, what coupon would you put on a five-yeart What 
ooupont 
It would work out somewhere a round tive-e1gbths, I 

auppoee. 
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You' r e below our boye. 

What's the yi eld, three quarterat 

Three quarters is We.t our boys 887• 

Have to have some premium. 

With or without adJustment tor 1nt ereatt 

Without adJustaent. 

Without adJustment. 

289 

Ian 1 t this what will happen 1t you retuod a note with 
a notet These notes have been selling at a pretty 
high - giving rights a pr etty hi gh value. Nov it th ey 
find that there i s no assurance t hat notes are going 
to be converted into bonda, that t hey 1 re going t o be 
converted into notes, I think you ' l l see the rights 
or all notes substantiall y dropped. 

Well, that woul d be healthful, wouldn ' t itt 

That 's right . 

That would be heal thy, vo uldn' t itt 

or course i t would. I think the rights - i t will be 
a temporary shock all r i ght , but I th i nk whenenr you 
get the rights up where they are, then you reel Jto re 
or l e as constrained to put bonde out a t a high p remiua, 
and you have to give t hem a poi nt and a halt , a point 
and three quarters, or they 1 re disappoint ed. Kov, 
it the r1gbta s t ayed around a halt t o a point, why, 
they wouldn't expect otteringa t o be made on a baa1a 
where they've got a point and a halt to t wo pointe 
premium. 

Well, until the bankers can gat themselves in the 
olaasitioation ot the tarmera, I don 't eee any Justi­
fication tor paying more t han three quarters or a 
percent tor a rive-year note. I mean i t they oan get 
themselves 1n the eame claeeitication ae the farmers, 
why, then we could g1T8 them a three per cent twelve-
year note and charge it up to Oongreee. 

.. 
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It ' • a good idea. liner t hought or that one. 

Yee. 

That I 8 right. 

?.90 

JU8t a thought. The trouble v1th you tellow8 ie -
I mean you've got a weak lobby. 

Haven't got any lobby. 

Oh, I vouldn't go that tar. 

Don't tell that to the leg18lative coamittee or the 
ABA. 

or course, you can sell 80me billa tor lea8 t han 
three quartera. 

Well , I •• • • 

I've been in favor or the Treasury considering at 
aome time getting away !rom thia artificial rights 
baa1s , which baa been a plague to all or ua, and I 1ve 
agreed v1th atatementa I ' ve understood you to make 
in the paat that that'a something you coul dn ' t do 
except gradually and v1th appropriate notice. 
Query: how it would be interpreted 1t this particular 
offering were opened up only tor notea, v1tb a very 
eubatant1al cut 1D the value or the rightd 

That wouldn't be a big out - three quarters - would 
it, Hadleyt 

Gi ve them about a point premiwa. 

What d1d we give them last time on the note•' 

Gave them about half a poi.nt. The notes were a long 
way from the bonds. 

Got a poi nt and a half there, so the rights were worth 
a point and a halt . 

... 
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One and 2~/32nde. 

That's what I 'd say- eo it 1a 2l/J2nde ditterenoe. 
But a point is pretty good on a tive- year iaaue. 

It you cut it down to five-eighths, that would get 
1 t down to around halt a point prem1WD. 

Gentlemen, I reel very much like a note tpr a note _ 
an eye tor an eye. 

You'll have some higher maturity eturr coming due 
along at the end of ti ve year a that' e going to be 
retunded then. 

It doesn't have to be -nothing within that time. 
And there ie no note within alx months or it now. 
Tbie wo~d be the t1rat note thla year. 

Kay I aek, whet ia your objection to a bond, Mr. Secre­
taryt On the t heory that you've been trying to reach 
out with your maturities •••• 

I ' ve got several objeotione. One or them 1e, why 
pay two percent for your money when you oan get it 
tor three quartaret 

That theory wo~d mean you would never lengthen your 
maturities. 

Well, bov much have ve reduced it on the notes, by 
three or four billion dolla.ret 

J'our billion dollar• in the laet three years. 

The outstanding •ount or note• baa been reduced by 
tour bi~on dollare. So ve hann't been onr-playing 
the notes. We just would be replacing note tor note. 
8o we at1ll vo~d haYs reduced the total POUDt by 
tour billion dol~ara. And thoee all went into bonde, 
didn ' t theyt 

Yea. 

I 'm afraid I d1tter with the Ohalrman a little bit. 
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I t hink when 7ou' ve got a chance to • •• • 

You mean Mr. Ecolee? 

Yes •• • •. when 7ou ' ve go t a chance to lengthen 70ur 
por~tolio i n the market, with oond1tions euch as 
you ve now got, i t 1s good Treasur7 policy good 
t ieoal poli cy, to do eo. You've got s ix billions 
of maturities within two years , and you cay on t op 
of that have to have some additional cash too. Not 
very much d1ffioulty with market conditions as they 
are, true, but i f you've got an opoort un1t7 1n re­
funding some of that stuff ae i t comes due, to reach 
out, why, I think that the burden of proof 1s on the 
other f ellow to show why you shouldn't go out. And 
I 1m surprised that your reaeon tor 1t i s merely that 
you can get 1t for three quarters rather than two 
percent; because, ot course, 1t you want to have all 
or your maturities Juet short maturities, rolling 
over, you can reduce t he interest payment on your 
whole debt very substantially. But that hasn 't been 
your pol icy and I don ' t see any rsason why you should 
change your poli cy now. 

Well, or course, I' ve stated here before on several 
oooasione that I don't like long-term obli gations 
a s a mat ter or principle; that t he Treasury, which 
has a tremendous influence in controlling the money 
market - it may i ssue long-term aecuri t i ee tor fit­
teen, twenty, twenty-rive years, which are apparently 
very favorable to them at the time - they have an 
obli gation, i t seems to me, with regard to that 
i ssue - one that they may haVe d1tticulty 1n agaum1 n&. 
It the rate that they finance upon is extremely favor­
able t o them, it may prove t o be very unfavorable to 
the purchasers over the life or t he 1ssue, whic!l 
would be bad trom a Government standpoint, because 
after all theY have some responsibility to t he public. 
If, on t he o ther hand , the Treasury offering is at 
a hi gher rate and proves t o be extremel y favorable 
t o t he market , then the Government is paying more 
tor its money than it neede to pay. There 1s always 
that danger i n a long-term tinano1ng progr~. and 
I feel that t o fit in t o the proper monetary and fiscal 
progrtuD, shorter issue s would be very much mo re 
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4 .. 1rabla, an4 :rou get the benefit or low ratea 
an4 the eaa:r aone:r pario4, You would ha:re to P&7 
higher ratee when the aituat1on oalled tor a aore 
reatr1ot1Te aone:r polio;r, if :rou ha4 a condition 
ot tu11 .-pto:raent, end eo forth; but in the 
aTerage :rou d po .. ibl;r P&7 no aore intereat, beoauee 
the one 'IIOUld prett:r well balance ott the other. 
But :rou get long bonda and :rou pa)' three and a half, 
tour percent, suoh u we haTe pald now tor a long 
period of t1ae; 1t taltee an awful lot of nr:r 
cheap .-one:r to ottaet that. 11o aa a aatter of 
principle, I like to •••···· 

Loolr.a aa though :rou 1 re going to win. 

Yell, I 1Te argoed tor thia poUo:r tor a long 'tllh1la -
ahort-tel'lll financing; let the Treaaur:r talte the 
adTantage of the cheap aarltet wbenenr we needed 
cheap aone;r, and let the people that borrow the 
mone:r get low ratea, beoauee that'• all the:r get 
&D)'Where elee, The:r're not going to talte an:r great 
loee, a depreciation, later. And when the aarlr.et 
oalle tor a more reetrict1 n pol1o:r and higher 
ratu, the Treasur:r will pa:r higher ratee and the 
owner• of tunde will get higher ratn. That tite 
into a - it eeeaa to me to be a aituation where 
the Treaeur:r and the Re .. ne e:ratem are the tactora 
that the:r are 1JI the manageaent of the aonetar:r 
a1tuat1on. 

In the d&;re of the gold atandard, when gold aond 
out :rou had a eUuat1on that waa uncontrollahla. 
~t •e Ter:r different. But toda)', with the con­
trol largel:r 1n the h&Dda of the !reaaur:r and the 
banlr.tng people, - haTe a nr:r different reepoui­
bUU:r than :rou had under a gold etandard operation. 

Yell, 11arr1ner, to puraue that poUc:r to ita logical 
oonoludon, :rou 1 d haTe all :rour Oonrnaent debt 
ot 4o billion• under ten :rear• during a period of 
deficit nnano1ng. Would :rou conaider that wiaa 
t1aoal pol1o:rt 

I would, abaolutel;r, beoauaa :rou control 
:rou control the exc••• reaarTe picture. 

the -rlr.et, 
11117 ien't ut 
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But 70u lllaJ" get to the point where the market 
wou1d have 70u in an avt\11 Ju, too. 

Not it you had huge exceee reeervee. 

294 

Well nov, are you gentleaen tor the moment tiniahedt 

I 'm all through. 

I 1m agreeable to your progru. 

I'm not going to go all around the room, but I'm 
goi ng to aalt an7bod7 that hae An)"th1ng, vbo fe ele 
that the "&1 I reel at this aoment - a retund1ng 
with a tive-7ear note, not in September - it ther 
don't feel happ7 about it, would they please talk 
upt 

Well, I just vnnt to repeat what I said before, 
that in ·:1ev ot the tact that comparatively rev 
investors seem to be interested in such a lov 
ooupon issue, I think there would be less danger 
1n putting out a bond in the twelve to fourteen 
year category. I thin.k thoro would be some risk 
1n putting out a tive-year note at ouch a lov 
ooupon. 

I don 't believe there 1e tillY rlelt. There v1ll be 
a lot or d1sappo1ntmenu. 

Mr. Secretary, I've talked to about twenty or tventr­
tlve leading investor• l.n th1e rltth District, and 
I think they'll be aomevhat aurpr1eed and d1aappo1nted 
at the t1ve- rear note. I think 1t v111 go, of course. 
The banks vere looking ror aomet h1ng in t he middle , 
and t he insurance coiiiJ)aniee tor eometh1ng longer. 

But 1n viev - put yourself in ar place, v1th my 
responsibility. Wh8t would you do t 

Well I think 1 t would depend on hov interested rou 
vera' or hov important JOU t hought 1t vas to refund 
1nto'long issues. I think rou can do 1t either vay. 

Ot course, ve •ve got a good record on that. 

• 
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I'd lUte to ananr tha 
Kr. Seoretary. t queation it I could, 

Please. 

It I nre in your plaoe, 
you 1 re 1nt ending to do . 

rive- year note. 

Yea. 

Tbanlt you. 

I'd do Just exactly what 

Well, vbo, it he were Seoretary or the Treasury, 
would do something d1tterentt 

I 've expressed myself. I would. 

Al.l right . 1lbo else wuldt 

I would, definitely, 

What would you (Matteson) dot 

I would give the market what I think it ought to 
have, and nearer what 1t has a right to expect . 
I don't think they're looking tor notes any more. 
I think that situation baa changed. I think, 1n 
1117 ovn opinion, i t -would be normal to give thea 

295 

a bond, and my ovn thought 1e, llhan you give thea 
a bond, give them a bond out in the longer section, 
the long ~~aturitiea, beoauae that 1 a where the delll&lld 
h . 

There ia another little market an~e which may or 
mat not have any weight. I haven t reallY spoken 
ot it to anybody. But ineuranoa oompanies , when 
they want to get aome aeour1 tiea, they lftU\t to get 
th... It they can get them in gpod-si~ed amount• 
when you have a oaeb iuue, they'll take them. 
But I think they're an a~gravation to the market 
1n between when they oanTt get them; they're alway• 
vbat they oall sounding out the market and ready 
to bll)', but the market ia a gatns t them and they 
have that preaeura on the market 1n batvean. I 

.. 
\ ·. t ~ ., . 

'. 
' 

t 
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think ther e is a little 
the abort viev that I ge;o:t~g ~lt!~t, from 

~h~;:a:;~·~ ~~:·1iiei~0v~uldthmeet the viahea of 
September d ee em retund the 

a an put out aome caah at this time. 

Goldenveieer, you ' ve been very quiet. 

That's becauee I agree vith you, Kr. secretarr. 

Well, you ought to 881 ao, make me feel good. 

You aeked for dleagreement a. 

Well, you knov • ••• 

Williams' 

I feel the same way. 

Which V&Jf 

In favor ot short maturities in general. 

Better get yourself a nev economist, (}eorge. 

I've been wondering about that . I' m almos t v1111ng 
to eaoritice that in order to ge t Ooldenveiser 
and W11llams toget her. 

Well, v1 th these t1nal vorde ot wisdom, I '11 let 
the thing eoalt during the day and will make eoaa 
ltind ot announcement 10:30 toaorrov morning. And 
if anybody can thlnlt ot a Ollie other reason, WT• Bell 
and I are available. 

I '• willing to eay that I'm very much surprised that 
you'd consider thle. We hadn't even thought that -
I ' d talked about short financing eo long and alvaya 
been completel y alone; I even quit thinking of talking 
about it any 1110re. And nov to eee your proposal 
this morn!Dg - I must aay I•m just about boWled over. 

Vbioh ia conclusive evidence that you think it ' s a 
oomplete reversal of Treasury policy, and that'• one 
of ay strongest reaeone tor opposing the not e • 

• 

• 
... 
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Well, I think I'm tor that very thing. I'm very 
much tor that kind ot a reversal in t1nanc1ng, myaelt. 

Well, as you aaid, to get Ooldenveiaer end Villiama 
together- maybe i t 'a worthwhile doing this to gat 
Eccles and me together. 

I vaa saving that tor t he oonol ud1ng remark. 

Nov, it we could get Eoolea and Harrison together , 
it would be vondertul. 

That would be harder than getting you and me together. 

That would be reducing t he three aidea ot a triangle 
to a point. 

Well ••.• 

I assume , Mr. Secretary, you den 1 t vent any more trcm 
ua nov. 

Oh yea, you've got until 10:29 tomorrow morning, 
Eastern Standard Time. My preoa conference io at 
10:)0. 

You ' re Just going to announce that •••• 

Vall , a note tor a note. . 

No caab. 

Yea, and go turtber. 
a not e, I Td ear eo. 

It it' a going to be a note tor 

You wanted to announce that tomorrow morning. 

I'd eay everything except the coupon. 

HAve you considered going all the way w;th,Chalrman 
Eoclee, not doing anything about Septem er 

t by 'all the way.• You 
I d1dn 1 t know wtat yiou !~~ him and iaouing silver 
might have mean go ng 
oertitlcatea. 

... 
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YBI. LUhn, that 'a where Oeorp &114 I are to­
gether . 

No queet 1oD about that. No queat1on. 

I 4on 1 t th111lt the Beoreta17 - I th111lt we all three 
a1ght get together on that one. 

I th1nlt that's our opportun1t:r. 

Can't tell. Ve ~ haTe another renreal ot pollo:r. 

All r1gllt, gentleaen, thank :rou nr:r auoh. 

r ~i 

, . .. ~ 
.::.A.. . 
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TREASURY DEPARTMENT 

INTER omcE COMMUNICATION 

OAT a 

.. 1 31, 1939 

fROM I, I, ro1e7, Jr. 

For JOUr illtolWtl• 

s ... ator • ..,..r 1Atonoed Ull thia at'ten>OOil ibai ilia n.l>oo.1 ttee 

of ilia s-t. Bonldnl &lid Currenc7 c:-l.ttae, which bu O\IJ' -tar;r 

legi.al&Uoa Wider ocaaidertt!.OD, bu acbodule4 a -tiDI tor Prtda;r ot 

thia -It, wileD, it 1a belleTed, tba lelialaUOD will bo cou14ered 1A 

execuUn aeaaioa. 

Je aball ccmt1Aue to lteap 7011 1111'orte4. 
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