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J.Jo you (Upham) \\"a nt to take tnis? This wa s ,o iven 
me by Ur . Jess~ Jones- ~ulte confioential . ~7hGt ' s 
tne s tuoy tna t he cade of the be nks ln the bank 
noldint CO!llpanles - their . ositi'>n, you see . ( 

:-.oN, wc\E.'t J. ,.anted to t&ltC to you noo..Jt wa s tt1is1 Cy . 
I gave you s job to co, to s tuuy t!l.,se vari ous rules 
and regulations of the v&rious organizations tha t nave 
to do wi til banks . You guve mu a cnart . 

That' s r ight. 

And I a sked you to check tt . Is that r eacy? 

That ' s being made up non in better form . I c hecked 
it bllck wt t h the three a,;encies • ml it' s being revised. 

V;hen Hill it be ready? 

I cnn have 1 t ready t oduy. 

Uo,.,, ;mat I wish you ' .! be ready - I cay want you and 
Gus Folger - i s tne Chief lxamlner? 

That's right . 

I 11111y want you to coce up &nd spend Monday on the 
fLrlll wi th me, ~d possibly Tuesday - the two of 
you. Don ' t whnt it udvertised . 1 Just want to go 
to school on this whole question of bank examina­
t i ons . I can do it up there . Bank hol ding com­
panies . And you talk to - bot• .. een you and !lac, 
fix it up s o .. •• 

bo it ' s done . 

I want Gus Folger. Monday and Tuesday . Stay a t 
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Poughkeepsie over night, if necessary . I want t o 
t ake enough time to study that thing, and this ques­
tion of examinations and 4uestion or bringing 
everything toget her - the sugges tions which Burgess 
made, and wha t 11e might or •oightn• t do tog et banks 
t o help in t his question of new money . I mean 
people Keep shooting things ; I Just haven' t been 
able to assimilate it. I fi gured if I worked at it 
up there I could asslmllnte it, see? 

Yes . 

I me~n this whole question, a re there rulings m£king 
it difficult f or the banks to - the kind of securities 
tney nave to buy. I t ake it Folger bas tha t stuff. 

Yes indeed . 

.Ybat? 

Nobody can tell you better than he. 

The two of you - I' d be prepared to go up to New 
York Sunday. There's a tra in leaves New York 
Centra l 9 o ' clock, gets up to Beacon 10: 30 . But 
I ' ll talk to you before I go . 

Yes , sir . 

But if I bed you up there f or a couple days, on t ap, 
so I could work a couple hours a t a time, I could 
esslmilate it. I can1 t do it- I can' t do it and 
oo tne o ther things, see? 

Surely . 

No-, wno•s going to give me a progress report on 
aba t I see in the papers is going on in llorgentbau' s 
office? I'm sort of curious . ~/bat ' s it all about? 

I thought we made good progress. 

We got good publicity, don't you think? 

Yes, if you can deliver. What? Come on, somebody . 

\'/ell , I can tell. We left her~ about 1 : JO last night , 
bu t I'm not sure we have anything. 
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That ' s whet you t old Yrs . Haas . 

She believed it, and I though t you would . 

Nol'l ht< wan ts to put it in the r ecor d . 

'1/ell, aey.:ay, when I came home there wus Mr and 
J r s . Taylor checking me in tit ~Y front door;tep. 
11/,ll r ight, he went hoce .• They checked me oft 
lhey ~tere at the Tydingses next door. • 

Car orives up; I •as Jus t t•bout to turn 1n the 
oriveNay to b ack arouna so I ••.. 

You met one mao sure. 

,,e •ve got soaseth1ng; will hLve r; t 11 o 'clock . ,,e 
n~u a d r aft l ast night . KLde , re~ changes in it 
tnis morning. But frankly, I om not enthusiastic 
~bout what we have go t End t tnink tha t wha t he ' s 
a l r e•<.IY sa i d is necrly the whole story, afraid 
a lmost anything Nlll be ont1-cl1m~>x on Fri day . That ' s • 
'"Y f er. r . But we ' 11 have something for you " t 11 
o ' clock. But I don ' t \vun t t o work up your hopes 
very much. 

!!ay I supplement tha t? George doesn't know about 
this , \ ut i. wro t e some oort of a general s ynopsis 
ot t he thing, s evera l paces , l ost night . Then I 
w•s w~rking up v short summLry, Just a review of 
t:1e thing . 

.int t ti:oe did you tell :u-s . Gtston y<:>u left the 
1re:.sury? 

~ne KDeK. I n&s at ho~c . 

~11 rignt . hnd I ~e~ t hht Oliphant w&s having 
su.Jpe r with Ed Bruce . 

Tha t' s a good story . 

':/ell , here l ast night when we left were Jake and 
t.ubi n a nd Ezekiel vnd !larry and Currie and Hinrichs • 
l' hey nll l ef t the saase time - 1: .30 - around then. 

>here ' s no use going into it now, then, i s there? 
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No, I don't t hink so . 

You'll have something? 

'yes, sir . 

No.1, who in the office nas been talking t o Duffiel d? 
uon• t all raise your hands a t one time . 

>•ny , I lulve . 

I 've been. 

Not a bout any t hing of impor t ance. 

'h ell, where did he get a ll tnts stuff, tru.t ., r evela­
t i on in high of ficial circles .••. • 

'l:hu t isn't ce. 

"· ·· · that Treasury ' s virtua l abandonment of gold 
ster ilization was pr imarily undertaken l.n hope tha t 
it might buoy commodity quot a t ions .• 

I think that' s Duffield ' s own deduction. 

I see . 

He attacked the thing esrl y yesterday morni.ng, he 
told me, from the price a ngle. He thought that "as 
t he pr oper point of view. ~ent over and t alked t o 
so~ebody a t Federhl Reserve end callle back here 
pursuing that t heory, and saw this group cooing 
out or the office and he sa id, •An-hal rrhat they're 
tslking a bout is Just tn.t very t hing - prices .• 
Jus t because Lubin was her e , Lnd so on . 

nel l , ne told t hem ••• . 

So t hen he wro t e this story that went on the ticker. 
'• hen the res t of the group, Snndy Kline lllld Friedheim 
and somebody else, caCle r ushing up to Cy •s office and 
said, • Now, t ell us whut you told Duffield, " end tha t 
worried Duffield. 

That worried Cy . 

No . 
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llo, Outfiel d came in; he was worried about it. 
Duffield came i n to tell me that he thought that 
was unfair to Cy; that every time he got a story, 
Cy was held to bla.me. But it was his own dope . 

Sounds too gooc, doesn ' t it? 

I •m telling you only ·wbat Duffi~ld told me yesterday. 

You throw oe down too . 

Well, one more question and t hen we1 ll stop playing 
• truths. • 

•secretary Uorgenthau was r epr esented as more than 
willing to see an improvement in r aw material 
~~otations as a r esult of the Trehsury action, to 
let ' gold hnve its nor mcl effect on prices•• - end 
~uote. In quotations: "gol d t o have its normal 
effect on prices.• 

1'/ell , I think that • s basad on something I said to 
him. 

Uy only contribution wos saying •counter-deflati ona ry," 
and I don't know tha t be usad thnt one . 

"Gold t o have its normul effect .• I 've said i t in 
this room; didn't say it to them. 

One pEper spelled gold wrong, bed it •god .• 

I s ent for Outfield. I said, •Now the plan has to 
wor k.• I said, •As long as it's Eccles and Treasury 
end God, it's all right .• So he said, •Tha t was as 
good as Landon getting on the bank .. r.gon. " 

B&nk wagon! 

Well, that's all right. 

No1v
1 

the thing that I'm r eally worried about, end 
I •11 bave - well, I •11 wait and I' 11 have Foley in 
on this . I want to get this first-hand t hing . · I 111 
have bim 1n on this tbing tbet•s going on across the 
street on the housing . There• a anotber meeti ng tbia 
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morning between Jimlny Roosevelt and Stewart 
Uc~ooeld a nd Straus. 

Who 1s llr. Edward Livingston? 

I don•t know. 

White House called up, wanted me to see him yesterday, 
and then di d it again this morning, and this is - has 
something to do with slum clea rance, apparently. 

Nell, I'Ll get into t hat when Foley comes . 

Now, llr . ~agill and llr. Gaston, I bad llr . Harold 
Graves a t 8 : JO th1s morning, end I told aim to 
see you (Gaston) . 

He did . 

Subject to your veto or approval or leek of it or 
not, my suggestion is that I'd have llr. Ha rold 
Graves and J.!r . Helvering at 10 :30 tomorrow, at 
which time I thought that we could explain why 
Harold is going out West. 

~ou mean to the press . 

Oh, to the press . 

So will you talk tha t over with Gaston? 

~es, sir. 

Because I'd frankly like to explain it. I think it's 
correct that it happens to be r:rt thought, a nd I'm 
particular ly interested in it, and I'd like to give it 
as good a send-off as possible. 

I think thnt•s a good idea. 

What? 

I think that's a good idea. 

Do you (Gaston} see any r eason why not? 
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tlo, I th1Dk that's the r ight idea . I think that 
probably we ough t t o have - in addition to your 
talking i t to the boys here, tbat we also ought to 
have a release which we can sene! out and which we 
can give t o them at the time ot the press conference 
nnd sene! out, because a good many papers will miss 
the press conference story . 

Well , you work i t out . I lay g res t importance on it. 
I went it done well and I'd like to do 1t. 

You 'd like to have me ask Belvering to come over? 

I went - yes; I mean - well, you end Uag1ll tix i t 
up, that's all. 

digbt. 

You and Uegill. So we have a smooth working thing 
tor 10 : 30 t omorrow. See, Her bert? 

Yes . 

Don't have me read a four-page thing and then say, 
"You can't quote me.• I mean hQve it all smoot h and 
ready . 

Yes , all rigbt. I was going to let them quote you, 
though . 

And the only otber thing that I got is, I called up 
Bel l this morn1og and - first place, I wanted to 
deposi t those silver certificates now Just es rapid ly 
ns we can. That's Number One . And t hen Number Two, 
very much 1n the room, is, 1 1 ve thought right straight 
s l ong that the Federal Reserve should lower their 
reserve requirements in count ry banks. Well , they 're 
not going to do i t, so we•ve done this gold business . 
Al l right, that still doesn't set to the country banks. 
So during tbe n1ght - I di dn 1t sleep nwful «ell - I 
go t an i dea , which may not be awful good, but you 
fellows can cbew on i t; a nd t hat is that possibly 
we cun do one or two things . If end when we have to 
call f or money, we only coll !"or new money from New 
York instead- don't call from the other 11 districts 
at nil, Just call on New York, dr ew our aocount down 
there·. Tbe other is the possibility of transferring 
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our account money on deposit with the Federal 
to the country banks, increase our deposits - Just 
deposit tbe money 1n tbe country. 

Now, I don ' t expect it, but it' s a thought. The 
fact it ' s never been done doesn't bother ae a bit. 
But I - you can't - no one i s going to be able to 
tell oe that - we fellows know that for tbe next 
year they ' re not going to have - how much of the 
money locked up, is it? - the country banks. Wha t 
proportion is locked up in excess reserves? What 
proportion? I mean that they have to keep? 

It's 7 percent. 

f~t • s the percentage? 
in 

14 percent on demand deposits I country banks . 

flow much? 

Tbat •s right. 

14. 

All right, they know that - if they knew that our 
policy was going to be that we take money out 
What 1 s the matter, Cy? 

I Just didn't catch you, that's all; 14 is right. 
I was slow in thinking of lt. 

That's right, you were.· 

I mean I think tney ought to cut that thing right 
in half so these fellows would know where they are. 
I aon 't think they're going to do i t . All right, 
maybe I can shame t hem into it. See? 

Now, I want some of you fellows to do e little 
original thinki.ng. We got lSO, 200 mill i on dolla rs 
on deposit 'Nith tbe Federal. Let ' s Just take a 
hundred million out, put it right in the country. 
Then the people say, •Well , why doesn' t the Federal 
Reserve do it?" the more they keep asklng, "Why 
does the Treasury have to do this?• Kayb~ stter a 
•bile thq rll.l do 1t. 
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Now, I'm not asking for ~; n a nswer today. 

~oes that shock you, Wayne? 

About J50 million dollars excess r eserves ln the 
country banks. 

lhat's the figure I thought you were interested in. 

Opposed to a billion four f or the total; 450, 460 
million in the reserve city banks; about 550 million 
i n New York and Chicago. 

~ould I take a hundred million dollars aDd deposit 
it ln these country banks? 

\Tell, that's a little difficult. The law is 
peculiarly A'orded. We can deposit in the banks 
proceeds from t he sale of Government securities 
and we can deposit income t ax pay•ents . That's 
the extent of our authority. 

oell, income tax period isn't 80 r ar orr. 

1bat' s right. You can do that during March. I t 
is a 4uestion whether you could take other tax 
r eceipts or call money from the banks as a whole 
and redeposit it. Might conceivably work t hat out. 

Nell, supposing you people think about it seriously, 
will you? hnd when I come back right after - let ' s 
say •••• 

weonesday. 

••• the 2Jd, let's have an answer. 

Wednesday . 

Yes. I tbink it's worth thinking about. 

I'll go into the law on it. 

What? 

I'll go into the law on it. 
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George, does it shock you? 

No , and I think the idee might be very good . I 
think before letting you do it, they ' d do something. 

Well, I frankly - I 1 m not going to do anything behind 
hccles• back. I mean I•m not going up on the Bill 
or anything like tha t and get things started to ha ve 
t hem called . But I think I can shame them i nto it, 
see? Because - I mean I don't care if Eccles - now, 
for ins t ance, he made a statement at lunch yesterday 
and I Just was s.azed. I sai d tbat as the Government 
bonds went higher and higher I felt tha t with this 
big spread between Governments and non-Governaents 
i t would have a tendency to pull the non-Government 
bonds up, which it always bas . Eccles ma4e a flat 
s t atement: •Bothing will pull them up except earnings.• 
So Jake Viner sai d, •Well, on that basis, we'd never 
get out or the depression.• 

Tha t's right. 

~/bat? 

That 's right. 

1 mean I Just can't follow him these days . 

Dut I'm Just going to throw t hat out. After you 
have all thought it over, maybe you'll say I ' • all 
wrong, but it's- I tbi~ we•ve Just got to do 
original thinking a M:>und bare, t hat 's all. I mean 
we can't Just sit here. And frankly, I don't think 
t he Fed 's doing tn~lr Job, and i n the meantime they're 
Just scaring me to death. 

Now, does anybody, before I have Foley come 1n - I 
want <oley t o give us the word-of-mouth tone of what 
happened over et the 'Nhite House . He was present 
a t that meeting. You (llagill) all right? Anybody 
want to shoot at me? 

One thing. Farm Credit - Peyton Evans - calls up and 
says they have o report ready to go down to the Senate, 
investiga ting those old cotton loans. 

H.W.Jr: Yea. 
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nnd llac and I talked it over. They wanted to send it 
over to us for us t o look over. We talked it over 
decided the best thing to do i s let it go down, and 
then if - remember, involves what you and I did in 
connection with the seed loans - let it go down and 
if any question arises we' d go into it. 

ACCA? 

ACCA and the seed loans . 

Tbat•s all right, 

llu t I didn't want t o do tha t without ment,i oning 1t 
to you. 

That's right. A~~ right. 

I t 1 s the old fight- ACCA. 

Tbey still fighting that? 

They had a Senate resolution. 

Yes . 

Tbat•s all right. 

Vihat else? .l.nybody else got a nytbing special? 

Oh, incidentally, I saw Senat or Guffey last n1gbt a~ 
the Mexican Embassy and I asked hia please to get 
bold of Bartley and tell h1.a tbe longer be ..-aited tbe 
more difficult he was making t he thing for himself, 
and it was perfectly ridiculous hold i ng it up. 

You saw Al sop and Kintner l as t night? 

I did. 

(To Kieley) llr. Foley - aak bim to come in. 

I talked to Kintner yesterday too . 

Did you? Like a Dutch uncle? 

I waa trying to take the blame for that ator,r . 

(Foley coees i n) 
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llello, r'oley. Foley 1 give us the word-of -mouth -
I reed your t .. o pages on wh8 t took place a t the 
nbite House in th8t meeting. I Just - I mean 
frankly I 'm terribly worried about it, and I 
wondered whether I was worrying too much or too 
little or what. 

Kr. Secretery, there •as a very wide difference of 
opinion a s to wha t could be done or what should be 
done . r gathered thnt Colonel Roosevelt was merel y 
throwing out ideas t o see how different groups tha t 
were represented tbere ,.ould respond. He was trying 
to grasp at somet hing that would ge t this building 
progrnm started quickly end would create employment. 
I thought from tbe way Aubrey Yl1111ams a nd Colonel 
Barrington r esponded that be was leaning more toward 
tile direct construction and spending side than be 
was toward the private financing side, but be didn't 
collllllit bi.mseH definitely, and the thing was left 
tba t Williams ond Barring ton end the group from t he 
Farm Security Administration would get together and 
make e s urvey of cos t s and the number of men that 
might be employed and possibly needs of smell housing 
construction, a nd have a fur ther meeting possibly 
Fr iday of this week. 

hell, this sta tement , for inst&nce, thet if they 
didn't do sometn1ng like this t hey ' d have to spend 
two billion dollars f or relief - was thot sai d in e 
sort of flip way, or di d you get - WI>S tba t a kind 
of 11 - I mean I Nant to get the tone. See wha t I 

mean? 

Yes . 'l'be conversation, as I r emember it, was be t .. een 
Colonel Roosevelt and »r. Jones, and it was r a ther 
obvious that »r. Jones wasn't very r eceptive t o 
Colonel Roosevelt ' s SU&gestion, and his r eply was 
tha t if this didn' t take, if the people weren't 
employed, the only alternative, a s he saw it, was to 
go down to Congress and ask for an appr opriati on of 
two billion dollars for r elief, and , raced with thet, 
he tboU&ht t hat the idea should be given E little more 
sympa thetic consideration. I g nther thet was the 
spiri t in which it was sa i d . 

Kind of a blackJack? 
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Kind of a blackJack . 

Did Jesse Jones stand up at all agai nst this? 

Vlell , 1 had the very definite impression, watching 
the ploy that went on ther e in the room, being 
entirely disinterested, that both Jones and UcDonald 
were opposed to any t hing like this on the ground t hat 
they thought that 1t would hamper and i nterfer e with 
their program. 

What about Straus? 

"ell, I couldn't tell ho• he stood . I gathered that 
he thought (a) that it wasn't necessary, and (b) it 
oiun1 t souna very practical to him. But I didn' t 
talk to him after the meeting ond he didn't have an 
a .. f 'ul lot to say . 

Well, I •ve done a lot of figuring and I think I 've 
got to the bottom of the thing, finally . I called 
Jimmy last night and t old him how I f el t about it. 
I mean I'm a hundred percent opposed, I'm going to do 
everything possible t o see tha t Ste·.var t McDonald at 
least gets a chance to show what they can or cannot 
do , which he is entitled to. I mean why try to under­
mine the fellow before he ' s even got started? It•s 
perfectly outr ageous. And I finully go t to the bottom 
of the thing, and t hat i s that Harry Hopkins i s having 
cnt fits down a t Palm Beach because he doesn' t think 
t hey ' ve got enough proJects, you see, t o put the 
people to wor~, and tbbt Barry Hopki ns is back of 
this whole t hing . Jim=y said so. We 're talking very 
confidentially here. So I had previously sent for 
Ha rrington, see, a nd a sked him point- blank did he 
h• ve enough proJects to put people to work up to the 
amount of two and a ball million people, without 
going into t he housing business, and he says, 
"Absolutely" - that he doesn't need any self­
liquidating proJects, doesn 1 t need anything he 
hasn' t got now. Be can put t he people to work and 
put them to work promptly, so there i sn't any 
excuse for this, see? Just isn' t a ny excuse for 
this . 

And after all, here - I want you (Foley) to get 
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this - the policy in the Treasury is to try and 
encourage private capital to go to work. Now, tlult•s 
wha t this whole bill is. I had nothing to do with 
t he - I mean all this crowd the t • s over there and 
s itting around and carrying on like a lo t of Cighti.ng 
childr en. They wro t e this bill. This is their bill. 
V•hy not give it a chance? They don• t even give the 
thing a chance . 

The only thing t hat would interest me would be 1r 
Barrington said, • I can•t ~ut these people to work.• 
Now, he assured me definitely he can, see? hnd a l l 
of these modificati ons - I mean anywhere from the 
uovernment building the houses, from the Government 
subsidizing a builder by giving him so much unemployed 
lubor free , and all of these va rious wrinkles - I mean 
it ' s Just - well, 1 1 m Jus t going t o use all the 
influence I 1 ve got t o stop l t and g ive this fellow 
UcDonald a chance . 

I wanted you (Foley) to get it straight from me, see? 
And I 've told this t o Jimmy Roosevelt , so he knows 
hO'N I feel. And they've got & new wrinkle 'Nhich - oh, 
this morning he sent for Str11Us und Stewart fJcDonald 
alone . .'lell, by th iS afternoon I ' ll know wha t that 
is . But I r eaUy think - I mean if what .llcDonald 
says i s true, and he • s been very much down - see, he 
stsrted t o get low lest ~pril - I mean his stuff got 
kicked l ast Apr il; he said it' s Jus t beginning to come 
buck now. And he said, "If you want to kill i t, Jus t 
let any of t his stuff leQ.k out thct the Government is 
going to have e little TVA in housing .• 

I mean Just - •r.ell , we ' 11 Just limit 1t to 750,000 
nouses, we ' ll just build tha t to get out• or something 
like t hct , s ee? Now, it ' s time enough if UcDoneld 
fells do wn e nd fails , but he hasn't - which he hasn• t 
shown any signs of doing yet . The man is allllost 
hysterical beca use they've hounded him so. He ought 
t o be tending t o his work end everybody ought to 
leave him a l one. But ins t ead 

Inosmuch a s you represent me over there, I want you 
to know how I feel, and 1t you get a nything .. .. I 
want to talk to Jesse at 10:30. I want to do every­
thing I can in order - I mean I have not reached the 
point now - got nothing to do with the state or 
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business - that a thing like Stewart McDonald's 
organization can't go to work through private 
capital. 

And Eccles has completely flopped - I mean around. 
He used to say the way to put people to work was to 
start housing . Now he says that as long as we ' ve 
got a depr essi on we can't get any hous ing . He ' s 
completely r ever sed himself . Told us t his twi ce 
now. 

bo don ' t hesitate t o get it to me t est it you hear 
a ll' thing • 

Foley : l"lell, I'll give you, lilr. Secret ary, everything I hear. 

B . ~ .Jr: That's right , and 1 1m giving you most confidentially 
what I ' m heari ng . 

Oliphant: The basis on which he i s over there - be i s over 
there to give them any informa t1on a bout the law -
lund involved, so forth. I take it tor granted t hat 
he is not there for an expressi on or departmental 
policy . 

H . ~ .Jr: No, but he wants to ~now where I stand. 

Oliphant: For his oKn background, yes . 

Fol-ey: I didn't think that the group over there bad the 
impression that I was representine the Treasury in 
any way, because Ji~ Roosevelt was quite careful 
to say that he had asked me to sit in because I knew 
soaething about tbe laws in the different states . 

d.J . Jr: I got all that. I still say, you've been in other 
fights liKe this, and you can keep your ears open 
and let me know. I ' m not uying tha t you should taka 
part in the fight, but, after allt you must have 
seen the fights of Mr. Bopkins a no Mr . Ickes and all 
that and all I want to know - I want information so 
I ca~ work f ast. And I ' m telling anybody t hat hears 
onythlng to let me know, because I think if the - that 
the President would be making a terribl e mistake -
! Clln l t over-emphasize it - at this time, and he ' d 
have t o ask Bell and I to lie down and l et them roll 
over us before we'll give in. Is that right? 
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Yes , s ir . 

So tha t I Just want t o l et everybody kno.r t bn t t hey 
can listen. Because this is the first ti3e that 
Stewart !.lci!onald t hinks - said he thinks he can 
make this work, a nd he• s showed me figures yesterday -
cons t antly i ncreas ing business; now he ' s beginning to 
go places . And if you kill this , I don 't know no•• 
you're going to explain anything. 

'Inc only other thing thb t T~oylor a ants t., add - he 
6 ttended & aeetlng yesterd•y and .ve 1 ve got a new -
using Taylor ' s 1Gngut0e - " ne .r "unbal6ncer• Joining 
the group over at Ur . Eccles• office, Gnd I give 
~nyb.,dy a guess ~o t he atn NLS , unless you know, 
•DO J.,ined t his group. You can ' t guess, so ! 111 
SbVe tioe - ~ . Hoaer CUCQlnbS • 

hn unbalancer . 

lle 1 s an unbals.ncer . !low, try and figure tha t one out . 
But I swear, if you didn't laugh i t ~ould 'lle.ke you cry . ' 

No t afra i d of going to Juil , ore they , or something 
like tha t? 

Thti t wasn ' t brought up. 

1'hot ' s the only purpose he could be there f or, t o 
~eep them out of Jail . 

h lcr tra z isn't any too ~leasant a place . 

.au you (Upham) see tb~ Chief Ex .. mlner, aave him get 
h l <sel f r eady? 

Yes indeed . 

nnd Ln tha t thing - if you can s t op a minute behind, 
I ' ll t ell you par ticularly what I want . Anc you be 
rea~y for me and Bell and Taylor be here at l 0: 3v . 

//hen• s this J:leeting? 

Eleven. 
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!:Y deAl' Ur. Chairman: 

I have before me 7""'r l etter ot febl'\IO.l7 18t h 
enelool nG o COP7 ot 7aur letter ot the oamo date to the 
Centrnl BW of Oakland. California , which you were kind 
en~ t o oond me vol untar117 tor rq WormaUon. 

I n the lottor to the Oakland batik , 7W otato with 
re01><ct to the bank' • applicati on tor oppro? al ot the 
ootablhboent ot br,.,heo 1n .Uvarado, lltloo, and Int.ac­
ton, Cal1torn1a, •We f eel, therefore, that tLCtlon b1 ua 
UO>On :;aur au.rreot appl1cat1on ahould he pootponod until 
:vubHe poUey on t hb po1Dt hao been clar1t1od. 'llhon the 
currant uncerta1nt7 concerntoc publ1c polley on thia 
c:ntter haa been sett led, ... ohall give cona1dorat1on to 
~·our nppl icAt ion. • 

I "" writinG to 1Dqu1re whet her thoro hao boon aD7 
cl~M&e in tho pol1C'J of the corporation on th1a lll4tter 
a !noe Fobnull'y 16th. 

F.on. Leo ~. Crowle;y. 
C!:Alnr.e>~, hdoral Depoolt 

Inwuranee Corporot ion, 
":aohln&ton, D. 0 . 

S1DCerel7 7oura , 

(Siped) 

B. llorsntbau, J r. 
Secretazy of tho 'l'reUIU7 • 
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GROUP l.IEETU:G ilarch 9, 19J8. 
9:JO A. 1!. 

!>resent: 

H.:.I .Jr: 

11phl\m: 

H.M. Jr: 

Uphnm: 

il. :.t.Jr: 

Uphnm: 

H. ·; .Jr: 

Taylor: 

R. ~t . Jr: 

Uphl\m: 

Jir . Uagill 
!Jr . Oliphant 
lolr . Gaston 
lolr . Gibbons 
!Jr . Baas 
Mr . Tayl or 
Mr. Lochhead 
lolr . Upham 
lolr . Bell 
Ur . McReynolds 
lliss Chauncey 

The French Ambassador is not cooaing this corning 
at eleven- thirty. 

(Telephone rings.) Hello. Thank you. Put in a 
call Cor him. 

(Looking at newspaper cliping llr. Upham submitted . ) 
I don 1 t get this . Do you? 

Yes. 

Shall I read the whole editorial from him? 

Yes . The last paragraph particularly. 

I •11 r ead the •:hole thing . 

It 1 s a very intelligent defense of the Nev: Deal. 

I'll read it. You haven ' t heard from across t he 
way? w .. yne, I thought this - thst before ur . 
O'Connor left I thought you Qight see if v:e can't 
fix up a meeting on banking for 11 :00 tooorrov, 
see. 

(Shakes his head •Yes.•) 

(To llr . Upham. ) You want to get them ar ound for 
the banki ng committee at 11:00 tomorrow? 

Surel y . 
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'!. •J. Jr : 

Upham: 

H. 'J .Jr : 

Uph.lm: 

H.:l .Jr: 

Upham: 

R. l .Jr: 

Upham: 

Taylor : 

R. :J. Jr: 

U;>h.la : 

H •• l .Jr: 

Uplno: 

n. ·t. Jr: 

Uphnm: 

H. M .. Tr : 

- 2 -

Jones , O'Connor - Eccles is going today , isn•t 
he? 

I think so. 

~lell , l et Eccles send someone . 

To do s pacifically what? 

Discuss bank hol dings. The Pr esident definit ely -
the President is going to send a message before 
uarch 20, and he is - it's part or his message on 
monopoly, and I think we •ve got to do sooeth!ng . 
And then I want to particularly discuss the bill 
a s hotl, if at all, it affec t s the ---

Trans-America . 

No. Trans- America, yes . LWr . Oliphant, I ' d like 
your people to examine Ur. Glass• bill from the 
standpoint "does it control Trans-America?" Will 
you please, al so, Ur . Oliphant, f ind out what , if 
a nything, S. E. c. i s doing in regard to Trans­
America , see? Does it do a nything on Trans­
America?) 

The S. E. c. started an investiga tion from the 
staoouoint of investraent trusts . I haven' t seen 
anything except that report they sent over here. 

You mean the bi ll? 

Does the Glass bill do anything t o Trans-America? ' 

Oh yes, i t stops any bank in the group fro2 adding 
a branch. 

Roll about regula tion.s? 

It subjects Trans- America to all regula tions . 

What about the S . E . c. - t hey don ' t keep their 
word. 

They are given plepty power under this bill . 

But what is the use of gi ving an organization pov.er 
if they don't keep their word? 
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Oliphant: 

H. '.I. Jr: 

Ollphnnt: 

R. IJ .Jr: 

Oliphant: 

H.U .. Tr : 

Opha~t: 

Caston: 

H.M.Jr: 

Oliphant: 

H. li. Jr: 

Oli;>bant: 

R.:&.Jr: 

Oliphant: 

R. •&.Jr: 

Oliphant: 

H.:t. Jr: 
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You want to know what S. E. c. is doing? 

I 1 d like to know what they are doing. I'd like 
to have this meeting a t 11:00 in the morning.) 

Eleven o 'clock. 

And I want you at it, Rermnn. 

Tbat 1s bank holding companies? 

Yes, and this is - this message I've got here , 
who wrote this message? 

Cas ton, I think. 

I wrote an ori~inal, 
a good deal. ~Looks 
Yes 1 this is the one 

and I think it was revised 
at reference memorandum) 
I wrote . 

All right, you'd better be here at 11:00 tomorrow 
too. 

(To Ur. Oliphant) Do you want to take a look a t 
it? Want to see it? 

Yes, please. 

Ask Robert Jackson if he is working on the President's 
monopoly message. You see time 's getting short 
a nd be W'nts this before the twentiet h. 

And he says nyes" 

Excuse me . Well , let's get together . IThen is 
Bob Jackson going to be ready? 

Ready? 

I think we'd better clean t his up inasmuch as the 
President said two or three times he wants it before 
the twentieth. 

Bob bas a big case to argue tomorrow a nd then he 
said he ' d be free . I ' ll talk to him today. 

(To Ur . Magill ) I see you did all right ex~ept ~n 
your salaries ---
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llt.gill: 

11. 'J. Jr: 

Oliphant: 

R. !.I .. Tr: 

Ut.gill: 

Upham: 

II. :J. Jr: 

!Is gill : 

H.!I .. Tr: 

Magi ll: 

R. rJ •. rr : 

Oliphant: 

H. 'J ,Jr: 

Oli;>hant: 

H. 'J .J r : 

Oliphant : 

H. li. Jr: 
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Yes. 

--- Didn't you? No change, as I read it 
except on salaries. ' 

They are going to find out what Magill and I 
are earning . 

Will they find that out? 

Oh yes - and Upham's. 

That ' s a change in the bill, 

Ever ything was voted down except that . 

The Co~ttee agreed on some amendments yesterday 
t hat t hey would put in, . but I think t here '"ere 
no amendments from t he floor , 

Vlba t else have you got? 

Nothing more , They seem to fe el reasonably confi­
dent on 1-B which i s coming up today. 

If things don't get any worse than they are I 
expect I can go up to Amherst this T!eek end. 
Berman? 

Bomer was wrong on his Post Office figure by a 
milli on and a third . You ar e right. The amount 
on t he contract is, r oughly , four and a third 
mi llion. 

That hasn ' t been changed? 

No. 

The question of the price - tha t i s the whole ques t ion. 

There is no change i n t ha t a t all. He 's wrong 
on his figure - a million and a third. He said 
t hree million and it is exactly f our million, 
three hundred fifty-four thousand . I can give YOU 
a memora ndum on it. 

No. Anything else? Bow about that personal 
matter that Bomer drew my attention to? 
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Oliphant: 

H . ~ . Jr • 

OLiphant: 

B. 'J .J r: 

H.ll .Jr: 

Gas t on: 

II . ',! , J r: 

lbas: 

R.•J.Jr: 

Gas t on: 

B.:J. J r: 

Gaston: 

Gaston: 

H. 'J .Jr: 

Gibbons: 

R.M.Jr: 
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Our man involved is trying some important eases 
in Florida and t hey agreed he should not be disturbed 
until he finishes those eases a nd then he is coming 
back. 

I have a letter here to Dr. Abbot which you may 
want to sign. We made a number of suggestions 
about fixing their by-laws, all of which they 
have adopted, and ---

What else? 

And I have a draft of a letter to Morrison Sba!roth. 

flill you two gents (llr . llaglll and IU'. Oliphant) 
s tay behini a minute? 

I'll just step out ani have it (draft of lett er to 
Uorrison Sba!roth) sent do•~ to me . 

Herbert? 

I haven't anything. 

\'/ell, t hat meeting will be this afternoon at 
three on prices . Did you (Haas) let Ur . Stewart 
McDonald know? 

I didn ' t , but I will . 

Will you. And you be here . 

TT·o visitors. 

Three o'clock? 

One o'clock - t wo vis i t ors . 

r.'he t el se? 

No thing I thi~'< of . 

Steve? 

Nothing. 

Did you clean up your Baltimore stuff you called 
me on yesterday? 
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Gibbons: 

H.!J.Jr: 

Gibbons : 
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I'll clean up on that this morning. I still 
don't know where it originated. 

Vlhen you get that report from Saaoa I .:ant to 
see that myself . 

The one they are on now? 

The one Gruening went on. 

I've got that on my desk and I am going to send 
it in to you. It' we are to cont inue this thing 
the Coast Guards are short or a lot of 1ntorcation 
to do a good job, and I a11 makine some suggestions 
that may be helpt'ul. 

J.lcReynolds: I thought they .:ere going to write a letter to 
Interior . 

H. '!. Jr: 

Gibbons: 

H.\I .Jr: 

Gibbons: 

I don't want a letter to go to Interior without 
it going across my desk, please. 

At the same time I'd sugges t a lot or improvements . 
For instance, they started out apparently without 
an itinerary. They were about out of gasoline and · 
they tried to get more from a ship of the Mattson 
line and a naval base. 

One of these blind dates, huh? 

It looks very very stupid. 

McReynolds: I thought the boss suggested they 'Tite a letter ---

Gibl:ons : 

H. M. Jr: 

H:.as: 

H.ti . Jr: 

That is cooing through, but I wanted to analyze 
this thing and - it will be on your desk tomorrow. 

George? 

I had a long talk ~<ith Walker and he told t~e to 
tell you he's sorry but he ca n' t t alk before a 
large group, because of his connections . He 
doesn' t know everybody. He ' s got some ideas I 
thinlt we sl'>.ould hllve . 

(Over telephone) Tell Ur . Walker I ' l l see him at 
ten o'clock. 
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H. !. Jr: 
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Particularly on organ12ation. 

I ' ll see him alone. 

Ther e ' s one figure came in this corning bu t it ' s 
a good one. (Hands Secretary book. ) ' 

Just one? 

It ' s so &ood I hnd it checked, but I guess i t i s 
all rieht . 

All right . 

P~·s : There ar e some construction figures her e . You 
want to t ake a look at those? 

R.:J.Jr : 

!!. J. Jr: 

Oliphnnt: 

rr. :J. Jr : 

Oliphant: 

'l .:.t . Jr: 

Oliphant : 

R. :.t .Jr: 

Please . 

Total construction figure is ott; the resident ial 
is up more than seasonable. The t ota l i s down. 

Stev1art r.!cDonald ' s figures ar e perf ectly amazing 
f ieures . 

Are they? 

Perfectly t remendous . It looks as though ­
continued a week or so this spr ing - ther e will be 
considerably more business than l ast spring. 

That ' s t he bes t news I ' ve heard . 

v:ell, his a pproved basis 1<as seventeen million, 
v·'!>.ich is better than aeything before . He only 
finished his a ;>plication bl anks on Pebrut"ry 15 . 
They r eally haven't yet begun to get the kick. It 
is bigger than - 11' it continues for e.nother -
I would say that he wlll do more bus i ness t!lis 
spring than he did last. That's the way it looks 
now. And he really hasn ' t got roll i ng yet . Ani 
he hasn ' t yet approved any big proJects . This is 
all small homes; none or these a r e big stuff. 

He ' s got a lot of smell stuff , has he? 

It ' s all small stuff . 
Roebuck sa id l ast year 
biegest wee.k they have 
unbelievabl e . 

On the renovation Sears 
on Title One t hey had the 
ever had. I t is almost 

Regraded Unclassified



Gibbons: 

Cas t on: 

Gibbons: 

llaas : 

Gibbons : 

fbcs : 
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Bell: 
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Bell: 

H. M,Jr : 

Bell : 

H.lol . Jr l 
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Does anybody follow this used car propositi on? 
They 1ve got a big campaign on i t now. 

The story is they are going to cut prices on 
new cars as soon as t hey f inish sale or used cars. 

They1re going to revamp the whole thing. 

Ther e are rumors about changing - - -

It's all on the radio and in the newspapers . 

They are 

\'layne? 

Nothing. 

(Looks at Lochhead.) 

The French lost about four million dollars in 
gol d yesterday, -but the pressure is probably 
just strong . 

(Looks a t Mr . Upham.) 

I've nothing. 

(Looks a t Mr. Bell. ) 

You want to give an hour this morning t o discuss 
that Comptroller ' s 

An hOur? 

Well, I meant an appointment . 

Vlell I'm boldine soce t i me tor Bullitt -
depe~ing on that - it may be after lunch. 

Whenever you are r eady. 

I ' d like you here when J esse Jones - - - Be's 
going to t ake up more legislation. 

More legislation? 

That is Just exactly what I said. Be will be here 
at ten- thir ty. 

Regraded Unclassified



- 9 -

Oliphant: f/hat is the legislation about? 

H. Y. Jr: I don't know. 

Taylor: Broadening powers. 

Oliphant : VIe ' ll get some warning on it? 

Taylor: I guess so. 

H. :A . Jr: VIe will after we hear whn t he is goine to do _ 
after he tells us what he ' s going to do , ..-e •11 
tell you. 

Oliphant: After it ' s been dono, huh? 

!I. :I.Jr : Yes. 

Oliphant: We want to be sure it doesn 't affect so~e of our 
stuff . 

H. li. Jr : 

Bell: 

H.:A. Jr: 

(To l4r . Bell) Y/Ul you come in a t ten- thirty? 

Yes. 

Mac , what have you got there? 

McReynolds : Survey reports on projects . 

H.U. Jr: I ' ll fool you - I'll taka it. I'll keep this on 
my desk until I get a chance to look a t it. This 
is the first time I ' ve seen it. 

~cReynolds: I ' ve had it on ~desk in approxioately t hat foro 
for about a year and a half . We broadened it since 
you Cl8de the request before . We broadened it to 
cover the other shops - tha t last section. We 
started of course just on t he emergency projects . 
The white sheets are on regular appr opr iations 
and the colored ones ar a on tha emergency. 

H.li. Jr: What 's that , Wac? 

McReynolds : The white sheets are on the regular appropriations 
and the col ored ones are on emergency. 

E!.!.! . Jr: All r ight, it Ur . Ol iphant and Ur . Megill stay. 
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Ch':lO" I "'l'INC !Jarc: h 18, 19.38 , 
9:40 A. U. 

?resent: 

E. • . Jr : 

Uoh:.o: 

'! . r.Jr : 

Uph:J'l : 

'1 , :. Jr : 

Cibbons : 

:!. ~ . Jr : 

'• _ill : 

:r. l. Jr : 

'l 1)111: 

!lr . !.lagill 
~lr . Oliphant 
:lr . Gaston 
Jlr . Haas 
l4x· . Taylor 
rAr . Gi bbons 
t.lr . Bell 
1,r. Upham 
llr . l.!cReynolds 
llrs . Klotz 

I just told Barry \':hl~e I ort on ~ t t enty- f our 
hot~ basis - a ll the ar guoent s e r e going to be 
.:i th me f r o:n now: until Sa turdo.y - I ca n • t take 
any t oday. (To Ur . Upham) Give t~s (a letter) 
to Gibbons , will you? 

Gibbons? 

Yes . 

Surel y . 

I think I ' d give that to JJ.r . Gruening - I v:es 
going t o give it to Ur . I ckes but I ' d &ive it to 
Gruening. 

All right . 

17aesche i s co::Unc i n nt ten-forty-five; I thlnk 
you (Gibbons) and ~o.c had better both be her e . 

(To ~lr . Yagill) The President Ius tlv t letter 
by now, as!<ine for •n .. o:>olntment . 

Good . 

Wh:t t ' s on your mi nd? 

I don ' t know thtlt i t ' s , .. or th bringing t his up 
here . One r ather odd item in connecti on • ith my 
ap~earing bef ore the Finance Co~ittee Monday a t 
the public bearing on this t ax matter , and that is 

• 
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H.U.Jr: 

!lagill: 

H. !J.Jr: 

Oliphnnt: 

I!. U.Jr: 

- 2 -

Senator Vamenberg am Senator Harrison agreed 
between them, at that public session, I am to 
present the Treasury's estimates on all these 
various eypothetical changes in the revenue laws 
which they have been suggesting . As you know 
usually these estimates ~e presented in 
executive sessions. I don't know how much difference 
it makes because 1f you present them in the executive 
session in the Senate they are out on the streets 
five minutes after you present them anyhow, but 
I thought I would note it for the record . They 
also want us to present Uomay - Senator Vamenberg -
the complete reconcilliation or the estimates 
given by the Treasury in 1936 on the umistributed 
profits tax am what we actuall y got, which I 
presume will give Senator Vamenberg the opportunity 
he craves. 

Any other pleasantr i es? 

Oh, I could give you a f ew more , but I think I'll 
pause this morning. 

Just to check around, Mr. Douglas sent me yester­
day, a draft which he said he hadn ' t read , of 
this proposed industria l bank. I shot it back to 
1.1r. Oliphant. llr. Oliphant ' s hD.ming me something 
now. 

(Handing Secretary le~ter) That is just a formal 
AcknowJ.edgment of it. 

(Ur. ~a.ston sneezes.) 

Ood bless you, H.erbert. 

(To Ur . Oliphant) I think t hat the peopl e who 
ought to see that, Berman, i n this shop a r e llr. 
Taylor, llr. Baas, Ur. Bell, am Ur . Upham, see? 
So those people could all take a look a t it. 

Vlhat I thought I was going - would do - I'll call 
Doughlas now and find out wha t he's doing about 
Ur . Jones . (Over telephone) Ur . Douglas, a t S. E. 
please. 

The newspapers are sore because he went out of this 
office and said he'd see me about the bank holdings • 

• 

Regraded Unclassified



G:~s ton: 

1!. 'J. Jr: 

Taylor: 

Oliphnnt: 

H.'t .Jr : 

Oliphant: 

f! . 'l .Jr : 

Ol1pn1nt : 

'1. J. Jr : 

Olipl\ant : 

H. 'J. Jr: 

ou,r.mt: 
";t . ·! .Jr : 

G3s t on: 

ou ,n nt : 

R. 'I , Jr: 

- 3 

He could have ~ade a perfectly truthful state=ent 
that wouldn' t have told them nnythi"G . 

I t 's been done . 

Don't think he'd talked to Jesse about it up 
until yesterday - I caught him ••••. 

I can tell from the Internal Revenue ther e r.as 
one section dr afted in Jones • shop, or they 
drafted Jones• legisl ation- phrasing ra t her . 

Fr om what I gathered I don't think he 1\as shown 
this to Jones . 

They may have copied Jones • letter . I ~&ht 
soy that pr el i=inary ex.omination indicates it 
is a very good job . 

Good . 

It ' s an important question to be discussed. 

Good . While waiting on t hn t - anything el se? 

No. The Rearmament i n tho Rouse and Reorganiza­
tion in the Senate. 

Anything else? 

No. 

Herber t ? 

I don ' t think I have a nything. 

You•re betting t hose reports on bills involvin& 

Yes , occasionally I see one on oy desk. They 
sort of cooe in, a nd I look a t it. 

I f ind the way for me to get a story in the Times 
is t o be the official Administr ation spokesMn 
and a big piece is in the front - they put it on 
page seven but if Henry Uorgenthau, Jr., says 
something they out it in the back. It's the 
truth - they've got a wonderful s tory up in the 
front of the times - •Adm1n1stration spokesman -7-" 
but •Henry Morgenthau said so-a nd-so ---" and 1t s 
back 1n the classified. 
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Grstrm: Tlmt's the kind of r eputation you have. If 
you say it that way it 1s really hot news - 1f 
you say f t for the record it can • t amount to 
anythill8 · 

H. li. Jr: U.rs . !.lorgenthau t old me "Remember, i f you ever 
want to run for office - which you don' t -" 
she said, " t hink of all the people who have 
income tax trouble who would vote against you. 
Just don•t forget that .• 

Gibbons : You haven't been af ter her have you? 

:1 . ·:. Jr : rlell , os I!!UCh os anybody else. 

Oliphant: Barton is seeing you, as a result or his talk 
with me . If you see him, I'd like to see hie. 

R. ·: . Jr: Be hasn • t asked to see me . 

Oliphant : He asked , tentatively, at eleven. 

Klotz: Ylho? 

n. r.: . Jr: Barton. 

Klot z : (Nods " No. •) 

H. 'I, Jr : Bl a isdell's coming in at ten-thirty -but they 
are not on the sa3e conmittee. 

Oliphn.nt : It would be y;ortbllhile for you to see him. 

'I.'J . Jr : It he asks I'll see hie, but he ;•on't get 1n 
this morning , l' ll prMise you thn t . 

Haas: 

H. ti . Jr: 

Haas : 

H. !J.Jr : 

Hans: 

R. I.I.Jr: 

George? 

I have nothill8· (Bends Secretary notebook) 
The first figures here a r e the most important 
ones . 

l'lhat 1s that? 

The f irst figure is the most important . 

Don• t you get t he <~hole automobile picture today? 

I didn' t think of t he automobile figure . Ye~ , we 
get the11. 

(Telephone conversation with Chair~~~an Douglas of 

s. B. c. rollo•s:) 
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March 18, 1938. 
9:50 A. II. 

Operator: Chairman Douglas. 

H.JA. Jr: Hello. 

Douglas: Korning Mr . Secretary. 

R.14. Jr: Bow are you? 

Douglas: 'Pine. 

H. ll.Jr: Ah, Douglas, I got your report on that .•••• 

Douglas: That ' s pretty crude. 

H. !l.Jr: Wbat? 

Douglas: 

H. K.Jr: 

Douglas: 

H. ll .Jr: 

Dougla s: 

H. !l.Jr: 

Douglas: 

H.14. Jr: 

Douglas: 

That ' s a pretty crude 

Ah, well 

•• ••• job, but it's a, it's a starter. 

I urxlerstam. l lell, Oliphant took a look at it 
last night and be said at first blush 1 t looked 
pretty good. 

Yeah - well what I mean by protty crude is that 
there - it bas to be fiXed up and safeguards and 
what nots put in, running through the thing and 
I ' ve just been so bu~y I haven' t had a chance to 
do it myself, and - ah - I t hought t hat - ah, ah, 
ah - in your hands it would - ah - your starr 
would , ab, put a lot or analysis on it and n 
could polish it up later. I'• having one ot my 
boys - ah, ah - go through it tor the same 
objective. 

Thank you. Now let me ask you - ah, ab - are you 
going to let Jones see this - Jes se? 

Well - I don' t Jmow. Now, a h, I wa s about to, ah -
I bad completed the, ah, the oh, errand, so to 
apeak, that I was running for the boss . 

Yeah. 

Be asked ae to see you and llarr1ner and Jesse. 
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B.M.Jr; 

Douslas : 

B.lo!.Jr: 

Douglas: 

R.ll.Jr: 

Douglas: 

R.r.I.Jr: 

Douglas: 

H.M.Jr: 

Douglas: 

H.ll.Jr: 

Douglas: 

H.loi.Jr: 

Douglas: 

H.!L.Jr: 

Douglas: 

• - 2 -

I aee. 

I h3ve now seen, ah, ah, the three or you and 1 
waa Juat going to report back on that Bow I 

· didn't, ah - I hesitated to, to aend it to feeae 
ah, tor the reaaon that , ah, as I talked t o him ~ 
this 1• s t rictly confidentially - I t el t considerable 
resistance to it. 

I see. 

Ahh ••• •• 

Yeah . 

Therefore, I didn't think 1t would be very 
productive. 

Supposing we do this then. Ah, when we're 
through, and uzr:lerstsnd it, and adJusted, le t ' s 
Just S, E. c. and t~ Treasury get together 
first. 

All right . 

How would that be? 

That'd be swell . 

See? 

l"ine. 

Then we can decide attar t hat - would that be a.ll 
right. 

That'd be swell. 

But I didn't want to , ah, taD to a111body i .naslllUch 
as it's your 1<ork, without first t alking to you. 

Well now, you can Just, ah, you can just cut me 
out or it completely because this is, ah - I , I 
was , ah, Just reviewing - goi ng over with the 
President as a part or the Administration, the, the 
problem that lies ahead or us, and passing on 
auch ideas as , ah, as occurred to me . There's no -
nothins in this thing that - ah - offici ally 
attecta ua or should officially &ttect us at all. 
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Well, I understa.nd ..... 
It ' s not my "baby" in that sense. 

Vlell , but anyway, as long as you reel that •;ay 
it 's, it's - we'll sit do•m with you first before 
we discuss it with anybody el se. 

Well we - I 1d be very happy - you just call on me 
day or night and I - we ' ll give you all the time 
and , and, ah, what not that needs to - needs for 
polishing this thing out . · 

Fi ne. Now one other thing. Ah, if it would be 
agreeable to you, I'd like my Mr . Upham to contact, 
in your shop, whoever i s doing the inves tigation 
or, ah, Trans-America .J 
Yeah. Tbe man for h1a to see i s , ah, David 
Schenker. ) 

Well, would you send hiJD a li t tle note ..... 

I 'll do i t • 

•••• • that he should open up and l et Upham have 
whatever he could, because Upham is contacting 
the Comptroller's office for me . 

Yep. 

See? 

Yep. 

And, ah, these cross transactions ••••• 

Yeah. 

and if we could get availabl e , ah, what 
you ' re doi.ng ther e, then I 'd have the ~hole 
picture. 

Fine, That's U- p - h- a - m? 

u - p - h - a - m. 

Yep. 0. K. 
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Tba.D1c you • • • • • 

I ' ll bandl.e t hat. 

1'hank you. 

Good bye. 
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(Points to Mr. Upham. ) 

(Nods "Yes. ") 

(To Mr. Olip~t) I want you to assign some very 
good lawYer that Upham could call on when neces­
sary, to advise him~ advise me - on this particular 
thing, see? Somebody - will you? I want so~ebody 
who'd do this and the Comptroller's office - some­
one person, see, so it would be just between 
you (llr. Upham) and one person - so that nobody 
but you and one person ••••• • 

(Brief conversation with lolrs . l.lorsenthau over 
telephone.) 

All right, Cy? 

Yes, fine. 

I want you to tie this thing together and then 
as we go along you keep llr. Taylor and myself 
advised what you are doing , see, but that is a 
big enough job ror anybody - I mean the Comptroller's 
end plus the s . E. C. end, and tie the thing 
together. I am not at all satist ied with what ' s 
going on. I mean I'm not going to wait until 
we have a potential T. V. A. on our hands, or 
something like that. I mean, it is just every 
time I take a ulbble at it, it gets worse - smells 
worse - so if you can get what those boys are 
doing over there, then the thought - I•ve got an 
idea besides . that.) 

The last word I bad rrom Bill was they had lll!ide 
that report they had given me and then quit 
work on it. 

Pardon me . 

The last I beard they had made tha t report they 
gave me and then quit work on it. 

I think you're wrong . 
take them s ix weeks . 
new investigation. 

That's -· 

The last I heard, it would 
TheY have started an entirely 
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What? 

I don't know. 

Yes , they ' ve gone into it - I can't remember the 
llllln ' s Dalila - Spennelli - something like that -
it ' s the Halt -lloon Produce Company this f ellow 
owns and he was financed by fourteen t bousarxl 
shares or Trans-America - by Trans-America - a 
subsidiary or Trans-America, and they gave him 
around one hundred eighty thousa.nd dollars to 
buy this stut!. They are going to find out 
bow ~ more f ellows like that they have financed 
to go 1n and buy this stock, and they said 1t 
would take about six weeks to do that. 

(.Triple coutident1ally 1 the thing I had 1n ll1nd 
was this: Tllis thing is sour as it is and the 
New York Stock Exchange - 1t we could hit the 
New York St ock Exchange, "Here ' s the Trans-America 
listed, and 1t you tallows want to do something -
have you got the guts to go attar Trans-America 
and kick them ott?" That's what I've got on my 
mind. " Have you got the guts to do that?" That 
is their j ob . "Have you got the guts to go and 
i nvesti gate Trans- America , and it i t' s as sour 
as I know it is, to give them a del isting?" ) 

There would be nothing better tor us , but tor 
God ' s sake don ' t mention it. It is the interest 
ot the country to have the New York Stock Exchange 
in good order. It doesn1 t do us anything - I 
aean as tar as I'm concerned, I can sit back -
it i;n' t one ot our boys , but it doesn' t help -
and that is what I've got in the back or my alnd. 
What do you think? 

Good. 

And I think r i ght now it somebody tipped them 
ott to this thing they'd go at ter it and do it, 
knoWing that the Government would back them up. 
What do you think, Wayne? 

Oh, I t hink they would come running. 

Don ' t you think it's a swell thing? 

It they don't • •• •• 
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It they don ' t they should be simply taken 
apart and put out ot business. 

Ono f ellow you could talk to is a member ot this 
exchange . I t 's a swell idea. 

I •d r ather do it through Yr. Gay, who is at 
t ho head of the New York Stock Exchange. 

I mean let it be his idea - but somebody do it. 

If I do it through Harry Durning that gives it 
a political flavor. I 1d rather do it officiclly 
through llr. Gay or let llr. Douglas do it through 
llr . Gay. 

It will be officia l through Douglas and the exchange. 

It's a great idea. 

And it might be they ' d save it for their new 
President, or whatever it may be. They are i n 
process of reorganizi ng at the present time . 

Like it? 

Fine. 

Very interesting. 

Douglas might get tho credit or the t hing . 

I don' t care ••••• 

I know you don't care. 

The reason fellows like these are made to pat 
themselves on the back - the reason they work with 
me , they know their shop gets the credit and that 
i s wey Douglas and all the rest of them wi.ll 
throw the stuff in rq lap - Jesse Jones - and 
t hey - all the rest knOW now, atter five years , -
that 11 wey they all come here. Attar all, the 
control we have over these boys i s purely a mental 
one. I mean it1s ---

You baven' t any ottici al 
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The only reason they keep coaing here all the time 
is because they know I am square with them. 

You ~entioned the automobile figures , Mr. Secretary. 
Ward s figures usually are here b$fore noon today. 

This is old, huh? 

Yes, that is old - that isn ' t any good . That•s 
old. 

I•ve nothing additional. 

Wayne? 

This letter t o Fahey. You'd better read it. 

I'd better read it. We•ve been doing things 
this week. 

•Dear John: On Tuesday when you were in my office 
in connection with the proposed amendments to 
the Federal Home Loan Bank Act, you stated that 
there were three questions upon which you were 
primarily interested in obtaining my views . 

"These questions were as follows: 

"Sl:lall the Treasury guarantee Rome Loan bank 
debentures? Shall the Treasury be authorized, 
but not required , to purchase Bo:ne Loa n bank 
debentures? 

"Shall the premium rate charged by Federal Sav­
ings and Loan Insurance Corporation be reduced 
from 1/S. to 1/12 of one per cent? 

"Shall Federal Savings and Loan shares be given 
complete exemption from local taxes? 

•At that time I agreed to ask my peopl e to con­
sider these questions and to have an answer for 
you by Friday. Full consideration has now been 
given to these questions and I regret to advise 
you that we are of the opinion that all or them 
.uat, from the Treasury's sta ndpoint, be answered 
in the negative. I am enclosing, for your 
information a memorandum setting forth these three , 
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questions and a summary statement or the 
reasons for the negative answer. 

" I realize that you have serious problems in ••ork­
ing out a l ong r ange program f or the Home Loan 
bank system a nd I assure you t~1 t my opposition 
t o your three proposals should not be taken a s 
an indication of any unwillingness on my pa.r t to 
give further consideration to these probl ems . 

"It occurs to me thllt , pending a working out of 
such a pr ogr am, the $93, 000, 000. 00 which, I 
understand is approximately what the Home Ovmers • 
Loan Corporation has available for purchase of 
shares of member institutions and for purchase 
of banks debentures , now Clight be set aside and 
maintained a s a fund for the purchase or ban.'< 
debentures should an emergency arise caking it 
necessary t o provide a mar ket for debentures of 
Booe Loan banks . n 

Now I have just one objection - instead or saying 
$9J,ooo,ooo.oo I would say $7s,ooo,ooo.oo or 
that . 

I think I ' d start with t he ninety-three and then 
l et him say the other one. The way that ' s worped 
you are just suggesting - a s it occurr ed to you 
r ather than putting it as a requirement . 

As a matter of f act that ought t o stop purchasing 
shar es complet ely. 

(Signing letter. ) All ·right; t hat's a good Job. 

Hungary • 

I • m not . (Laughter) 

You will . 

Are you? 

Uos t important thing is the last paragr aph, vhich 
reads as follows: 

"I believe t he proposal of the llungarian ~~ver~ent 
should receive the most careful co~ide~~ ~~s~ 
the Congress. They repreisenGto!e~na=~~rto meet 
a nd effort of the Hungar an 
its obligations to this Government.• 

• 
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Who wrote that? 

This is written in the State Department. 

All right, I ' ll sign it. Have you (Bell) 
seen it? 

You don't sign it. 

They sent it over to us to look it over. V/e have 
a couple of r ather minor suggestions in the ~ord­
inc. Dan and I went over it l ast night. You -
with your permission ••••• 

Richt. 

••••• l"le think i t ought to go back to thel!l and 
say r.a have no objections. 

All right. 

But making the notations ••••• 

All right, get it hack today to the State Depart­
ment . Swell. Fine. l'llult else? 

Thll tIs all. 

All right, Gibbons? 

I told Ros I was up r:ith the iSsue last night , and 
Old llan King came around in the cro .. "d - and I ' ll 
have to agree with him - telling me whet a swell 
fellow Ros was and that everybody in the Finance 
Committee - and said everybody had such great 
confidence in him. I don't know whether it was a 
COI:lpli.cent or not . 

They have such confidence that they do exactly 
the opposite things. 

I don't want Ros to get a swell head - they told 
me too - I don• t want Ros to get a swell head 
though. 

We are all great gu;ys. 

I want to talk to you - to thank you for Walter 
Doyle. 
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!101 1.e •re gettinc do1 n to enrth • 

Mine is in the Congr es&ionr l Record - his reference 
to me is in the Congressional Record lost v.eek. 

What e lse Mr . Gi bbons : 

I cot a request from Secretary I ckes, on the 
Coast Guard, and I sent n lettor - I coul dn ' t 
cet aholu of you - as Acting Secretary, gr ant ­
inc perniss i on to fly ..• •• 

To fly? 

••••• to fly so::~e f ellor in th,. !l•tlornl P< rk 
Service dor.n alone the Border, nnd I told hi3 
"'ha t •·e h<!d t'[w Coast Gu~rd do' n there for - to 
patrol - lar. enfor cement . 

Did you see - - --

Yes . 

Lot Ickes go to the Aroy nnd Nnvy. 1 1m f ed up 
with the DepPrtment of the Interior - you can ' t 
plense him. Vle 1 r e no t 60int: to do it - it 
isn ' t convenient . I 1m serious . You can ' t do 
nnything for those peopl~ . 

Tht t v.ould be my inclination - not to do it , 
but I couldn ' t get to you. 

You ' d better have Usc check ~ith ••••• 

:.!cRcj'Ylolds : Her:lllin? 

'! . .• . Jr: llo , with Forster - look up the President ' s Executive 
Order on f lyi ne and you 'ill find that the De?~rt­
~ent of Interiror is assigned - ~nd t~ey can• t do 
it ,,ithout gettint: the a~provr. l of the \':hite House . 
Now why should I ckes go • r ound ~nd co.,e here to 
us a nd - you l ook it up, ,,ill you , for :ne, !.lac? 

' lcRoynolds : (Nods "Yes . ") 

H. ·t . Jr: And if this is i n conflict 1.1til the Pr esident ' s 
order, \',Ti te a l etter nnd soy th.1 t thio i s in 
conflic t r;ith t he President ' ~ order end you are 
very s orry to h;>ve to 1.1t~rr • it . \'•ill you do 
that , Steve? 

Regraded Unclassified



- 12 -

Gibbons: Yes. 

McReynolds : I n that letter - fly to -- (inaudible) 

H. M.Jr: I know1 I know. I am just .... 
UcReynolds : (Inaudible. ) 

H.J.I, Jr: 

Gibbons: 

All right - even then if it is in conflict »ith 
the Executive order - please, I rend this thing 
about Gruening and the r est of the thing, and I 
am Just mad - believe me before Gruening gets 
a ride for a month in one of our Coast Guard 
boats he rlll have to wait about three years . 
The Captain of this boa t , out of his olfll money, 
bought Gruening a aattress and a pillow so ht! could 
lie ln the shade on this boat in his shorts , 

And then he turns around and says there is no 
discipllne . 

UcRcynolds: I wasn•t willing to lay down - it was terrible. 

H. M.Jr: 

Bell: 

Gas t on: 

Bell: 

Gaston: 

R.M.Jr: 

Gas ton: 

1 1m gl ad you tol d me . 

Ur. Bell? 

The newspaper boys are trying to find out how 
much gol d bas been deposi t ed under t his hundred 
million dollar order. r/ell1 they can figure it 
out pr etty accurately on the daily statement. 
I should think it might be better t o let Herbert 
give i t to them once in a while r ather than have 
them figurlng it out. 

They haven't been asking me - they've been 
asldng Bar t elt i.nstead of you (Bell) . 

We wouldn't give it to them, but they have a 
way of figuring it out which i s pretty accurate . 

(Inaudible) 

Did you get that • burrrr• Ur . Gaston? 

That •burrr• was directed at the newspaper men 
and not a t Dan Bell . 

41 • 
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Somebody is outside, Tell him I r ll be w1 th him 
in a couple minutes . Wayne, what do I call h1J!l _ 
do I call him so~ething? 

' No, I.d just call him Trentham. 

I'll be with him in a couple minutes - just two 
coinutes . 

All right . Well , you got your answer? 

No. 

Yes , yes, I'd like to have it. 

Talk to him (Bell) if you •ill. 

I really think that Herbert ought to have it so 
he can give it out - it is Just like the old 
schece of depositing gold - only you don't &ive 
them any information. 

Talk it over with Archie Lochhead. 

\'le'll give it t o them the first day. 

You and Archie talk it over. 

Anything else, Dan? 

No. 

(Looks at Llr. Upham) 

I have nothing. 

You've got plent y or ' hat I gave you. 

Yes . I hnve some eocrf ency ban:dn& oatters too. 

(To Urs . Klotz) Everythinc ' e have on Home Owners' 
Loan is in there (lar ge brown envelope) - (inaudible) 
rue it. 

All right. 

!Jac? 

Filed but not read. 

• 
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ucReynolds : (Points to charts on lap. ) 

I!. LI .Jr: You keep that on your desk and I'll do that socetime 
today. 

UcReynolds : I 1ve got some rooms marked. 

H.M.Jr: I 1ll get around to that today. I won't do it 
now. -

\"/ell, !Irs. lO.otz is standing up ........ 
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(COPY) 

Vl1111am H. Neblett , Eaq. , 
McAdoo, Neblett & WarDer , 
Transamerica Building, 
Los Angeles , Cal11'orrua. 

Dear Mr. Neblett: 

GC : C'I'L 

Peb. ll. 1938 -

This will refer to your letter or February 4, 1938, 
~dviaing this Commission ot the proposal ot Tranaamerioa 
Corporation to tile a registration statement under the 
Securities Act ot 1933, aa amended, covering ita outatand• 
ing stock . It appears troa this letter that certain questions 
may arise as to the nlllllber ot shares which 1118.Y be covered 
by such statement and as to the financial data to be in­
cluded therein. When the facta upon which such questions 
arise have been tully gathered by Transamerica Corporation, 
I shall be glad, through Mr. Judy, to arrange a conterence 
thereon between representatives ot Transamerica and the ap­
propriate membera or the Commission ' s sta.tt . 

Your letter turtber indicates that pending tbo ettect­
ivenesa ot such a registration statement Transamerica Cor ­
poration, which you repreaent , and ita suba1d1ary, Bank ot 
America , are extremely anxious that H. R. Baker & co. ahall 
proceed with the sale over- the-counter ot 18, 000 shares or 
'l'rsnsamerica stock originally purchaaed in the name ot 
A. s . Paganueci and held aa collateral aecuri ty tor certain 
loans made to him and to Halt Moon .Fruit & Produce co. by 

Bank ot America, Transamerica Service Corporation and Trans­
america Oeneral Holding corporation. Ae the discuaaion i n 
your letter Gt t he legality or such a sale without regis­
t ration under the Securities Act indicates eome misconception 
ot the views which have been expressed to jw by Jlr. Lane 
o.nd myself at our several conferences on th.is matter during 
the paat few daya, I should l i ke to take this opportunity 
to recapitulate our understanding or the facta and ot the 
application ot the relevant statutory provisions. 

At the outset it should be clearly understood that no 
•stop order" or similar legal reatr1ction has been imposed 
by th1s Oommiaaion upon the proposed sale ot Transamerica 
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stock b)' B. R. Bilker & co. The tact is that on January 17 
19~8, Jlr. Baker, who had on previous occaa1on5 discussed ' 
with this office the legality or contemplated distributions 
ot Transamer1ca stock, approached lf.r. Howcord Ju~, this 
commission ' s Regional Administrator in San Francisco and 
askod Mr • .rudy whether in his opinion a sale or 18,000 
~1oroe of Trnnsamerica stock pledged by A. B. Paganucci 
could bo effected over- the- counter by his sales organization 
wi thout violation of law. Mr • .rudy e.>q)lained that whether 
such a di stribution coul d legally be effected without prior 
reglstrcotion under the Securities Act would depend upon the 
=ner in which the shares had boen acquired, the relation­
ship between the seller and the ieeuer and ita affil i ates , 
and tho purpoaea for which the sale waa to be effected. In 
order to be in a position to anawor Wr. Baker's question, 
:·r . Judy undertook an informal 1nqu.iry into t he circum­
stances of the p.roposed distribution, following which he 
informed J:r. Baker that 1118llY of the facta elicited by h1m 
tn hl:s inquiry pointed to the conclusion that the sale, if 
e-.adc , would be one inst1.gated and carried out tor Ban!: of 
America and ita aff iliates, rather than tor Paganucci . 
Wr. Judy further pointed out that , it this were the case, 
Baker , i n selling the sharea tor Bank of Amer1cn, n person 
controlled b)' Tranaamerica Corporation, would be an 'Under­
Yiritor" or the shares sold w1 thin the meaning of that term 
as dof1nod in secti on 2(11 ~ or the Securities Act, and that 
sales by him would be in violation of the Act unless the 
otook sold Ttere first registered thereunder . Accordingly, 
IJ1•. Judy etatod thnt he could not give J.rr. Bo.kor any opinion 
that hie proposed transaction would not involve any violation 
or law. 

As you know, the facts elicited by ~r . Judy have been 
thoroughly reViewed 1n this office, and I concur entirely 
in the conclusions reached by ur. Ju~. At the risk of un­
necessary repetition I think it nay be desi~able to restate 
t~~ more a1gn1ticant of t hese facts, and the reasoning upon 
Which my concl usions have been baaed. 

As I understand t he situation, Paganucci has for oany 
years maintained continuous banking relati ons with Bank of 
~~ricn , and in the early part of 19~~ was indebted (to­
gether with Half Moon Fruit & Produce Co. 1 the corporation 
through wh ich h1a business is carried out} to the Bank in 
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the amount ot approxtmately $125, 000, such indebtedness 
being secured ~ the pledge or certain securities (ln­
eluding 'l'ranaamer1ca atoclc) having a then market value 
substantially loaa than the race amount or the loan. At 
the st.J!le t1mo Paganucci wae &lao indebted to '!'rana&~~er1ca 
General Hol ding Corporation--a wholly owned subsidiary ot 
Tr&n&IIJl>O rica Corporation--in the amount ot approxi~~ately 
C250, 000, and bad pledged to secure that loan an additional 
15,000 shares ot Traneamerica stock. 'l'he loan from the 
Bank being insufficiently secured, Paganucci , in about 
!larch 1935, at the requeet or the Bank and Traneamorica 
corporati on, execu ted an agreement by which the 15, 000 
shares pledged wi tb Transameri ca General Holding Corpor­
ation were subordinated to the loan from the Bank. Shortl:y 
thereafter an addit i onal 10, 000 ohares were purchased ror 
Paganucci 1 s account and pledged as security tor the Bank 

and Transamerica General Holding Corporation loans. 'l'bese 
loans, and tho collateral thererorl r emained substantially 
undisturbed until the middle ot 19,7; and it appears that 
en August 50, 1937, the indebtedness ot Paganucci to Bank 

of America and to Tranaamor!ca General Holding Corporation 
and/or Transruner1ca SerVice Corporation (another Wholly 
o•med subsidiary or Traneamer1ca Corporation) aggregated 
~78,525 .29 , and was secured by collateral (cone1s ting 
pr incipally or 12, 010 ahares ot Traneamerica new stock-­
i . e . stock iseued following the recapitali~at1on or Trans­
emerica ertected 1n June , 1937) having a then aggresate 
market value or $327,932. 00. 

I f ur ther understand that between October and Decem­
ber, 1957, the aggregate amount ot Paganucci 1 e indebtedness 
was increased~ tho sum ot $161, 661.97, consisting or ad• 
vancoa f rom Transamerica General Holding Corporation and 
Transnmerica Service corporation for tho purchase of 14,000 
additional ahnres of Transamerica stock purchased in Pag­
anucci 'e name by Transamorica Service Corporation t hrough 
brokers on the san Franci sco, Loa AngQleo, ~ poaslbly Now 
York , exchanges . 'l'he ebares thuo purchased were pledged •• 
securit7 tor notee executed by Paganucc1 tor the amount or 
the purebase price plus brokerase commiaaione and taxes. 
Certain of those advances were made at or about the time 
that Bank or America on the bu1a ot a specially prepared 
credit report was r~tua1ng to grant an application b7 Pag­
anucci t or a ioan of an additional $10,000 tor uso in his 
busincas, auch loan apparently to be evidenced b7 notoa 
endorsed or guaranteed by Pagrunucc1 personally. 

• 
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Tho proposal. which has been n:ado 1s that B. R. !:alter 
ohould sell over-the- counter 18, 000 or the shares or Trans­
or.or1ca s tock hold as above set forth , the proceeds or such 
sLle t o be applied to the r eduction or the loans ot ths Bank 
and, t o the extent of any surplus , tho lonna or Tr ansamerica 
Gono rnl Hol ding Corpor ation and Trananmerioo Service Corpor ­
ation. s uch dis tribution is propoood to be efteoted without 
"rior rosiotrat1on under the Securities Act . 

In ny opinion it is not possible for this office to 
ndvi oo you, upon the basis of the facts now known, that such 
n distribution would not involvo a violation or the Securities 
Aet . 

In reaching the for egoing conelua1on I have not dis­
ro~;ardod the fact that the Tranaamorica stock we.a issued in 
1S'7 upon reclassification ot Transnmor1ca stock which was 
cut,tanding prior to 19;)5 , and that the now atocl: i t self 
r.a;· therefore be claimed to ha vo been "sold or disposed of 
b7 tho issuer or bona fide offered t o t he public" pr ior to 
tho effective date or the registration roqu1rcconts of the 
Securities Act . However, the exempt ion prima facie afforded 
by Sect i on 3(a)(l) or the Act is by express to~s made i n­
npplicoblo to "any new offering of any such security by a.'l 
l03ller 01• underl'rit er• subsequent to July 27, 19}3. As 
Faker ' s proposed offeri ng , never having been made be.l.'ore , 
io cl eorl y a "ne•·• offerins", tho sol o question at issue is 
wl·ether Baker , in making such off or1ng, is noting as an 
"undorwri ter" of the stock offered. 

The term "underwriter" i a defi ned in Sect ion 2( 11) 
of tho Securities Act as including • any person who • •• 
sells tor an issuer i n connection with, t he distribution of 
any securi t y• . As used in t his clause, the term "issuer• 
includes •any person directly or indirectly cont rollin6 or 
ccntrollod by t he issuer, or any person under direct or 
::-direct co=on control rl th the issuer" . I do not under­
stand you to question the validi t y or my e.as~ption that 
:or all practical purooses Transareri co, t ho issuer ot the 
otoclt in question, controls not only Tre.nsamerice General 
::olding cor porati on and Trans£Inerica Servi ce Corporation, 
but nl zo Bank of America. Those th reo insti tutions , then, 
a re "i s suers" of Trans nmerics s tock t or t he purpose of deter­
Mining whether Baker is an underwriter t her eof. And I be­
H ove thot t he facts so far as they are now knotm c0111pel the 
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1ntereDOe that in effecting tbe propoaed 41atr1bution Baker 
woul.d be aelliDS the aharea 1nvol•ed •tor• one or •ore ot 
thaae inat1tutiona , and would therefore be an UJlderwriter 
or auch abt.rea , 

The factor• which lead .. to thie conclueion are 
var1oue. I recognize that the traneact.lon 1e 1n form ona 
tor the aooount or Paganucci , and that~eaet aome or t he 
sharee involYed are eharee wbi oh ha• e long been pledged t o 
secure loana apparentl7 made in the courae or bona tide 
banking transactions. Ilowe·u r, I do not think i t reaeon­
able to dieregard the further faot that Paganucc1'a loana 
have long been in bad condition, that the loana are repre .. nte4 
by demand notea and have u collateral therefor secur itiee 
with a ~~~&rket value at the present time of little more than 
6~ or the face amount or the loane, end that at least ,_ 
ot the sharee involved have been recentl7 acquired lfith tunda 
or and bJ uee or facilities or Bank or Alaer1ca or ita atru­
iatea. under such circumstance• it ie clear that the ere41· 
tor inatitut1ona, 1nclud1~ the Bank of America, are 1n a 
position of ccaplete pract1eal domination onr the seeur1-
t1ee involved and als o that the prooeede or ID1 euch sale 
will inure directlr to the benefit or aueh inet1 tutiona. 
It tho ore41 tore wore first to reduce the collateral to 
posseea1on, and were then to offer it to the public through 
H. R. Baker & co., it is obvious that the latter would be an 
"underwriter• ae defined in the Act; and I tail to aee that 
anr 1M terial distinction ar1aea from the fact that i n thie 
1natance the tranaact1on is to be permitted by the creditors 
to take the form of a t r ansaction by 8 . R. Baker & Co. tor 
the account ot Paganuec1 . 

Alt~gh I have laid eome emphas1a upon the manner 
1n which the recent purchases or 14,000 Transamerica eharea 
wore effected, the principal. a1gn1f1oance of this factor 
l1ee urelr 1n the light which it cute upon the general 
rolationehip existing at this time between Bank of America 
and its affiliates and Paganucc1. So tar u the necesaitr 
tor regiatration under the Securities Act 1e concerDid, I 
do not belia'l'e that an1 distinction OlD be taken between the 
shares purchaeed 1n 19~7 and those which have been held 1n 
Paganucci • a acoount tor a longer period or time. 
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I ..uat therefore reiterate ws op1n1on that upon tbe 
raote dheloae~ th1a ott1oe oumot render &D.7 op1n1on that 
the propoaed 41•tr1'bllt1on -1 legallf be etteoted without 
prior reg1atratlon under thl. s eour1t •• Aot. 

-

c.c. to A. J . Soaap1D1 
C'l'L&nO :Yhl 

.. 

• 

----
Allen B. 'l'broop, 
Oe~~eral Oounael . 
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GROUP IIBBTmG llarch 21, 19.38. 
9: .30 J. ••• 

Present: 

H.III.Jr: 

ll.agill: 

H. ll.Jr: 

llagill: 

H.II. Jr: 
l . 

Mr. Magill 
Mr. Oliphant 
Mr. Gaston 
Mr. Baas 
Mr. Gibbons 
Mr. Viner 
Mr. Lochhead 
Mr. Upham 
Mr. Bell 
Mr. McRe)'DOl.dS 
Mrs. notz 

(To Mr. Magill) Yea sir. 

Good .orning . 

Wba t do you !mow? 

Should I get some assistance aroWld here on the 
subJect or this increase in the liquor tax? 

Well, that's number one. (Bands news clipping 
• Mr . Magill.) Mr . McReynolds • • • • • (Reading 

..J pa r received from Mr. llcReynolcls.) J.ll right. 

McReynolds: all. 

R.ll.Jr: Fin._ 
I 

'l'ha person wbo knows the 110st about that am can 
give you some help on it in an bour or two - he 
could give you aore than anybody elsa - would be 
Harold Graves. 

McReynolds: He ' s in lewark. 

B.M.Jr: 

Gaston: 

Well, he'll be back. lut would be Berkahire. 
Gaston teela Yery atz'o~L DUt, tra. atat-Dta 
in the !lew York Baral.d. - {ro Mr. Gaston) Can yoa 
cet emotional on it? 

lot Yery. I caD tlloqh. (Laqhter) 
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B.li. Jr: 

!lagill: 

B.M.Jr: 

llagill: 

B.N. Jr: 

llagill: 

B. loi.Jr: 

llagill: 

B.loi.Jr: 

llagill: 

H. li.Jr . 

ltagill: 

H.li.Jr: 

llagilll 

- 2 -

All right. Well , between this f ellow and 
Berkshire - does that answer your que:stion? 

Have we got aeybody that could appear before the 
Colllldttee? 

Yea . Berkshire. 

Would he be good? 

Yes. 

Be would? Well, I'll get h1JD over this morni.ng . 
All I can say is that I'm opposed t o it. 

Well, you and Gaston stay out or it - or do you 
like the liquor tax? 

· Mo . 

Well, get Berkshire. What else? 

It you are agreeable, after I see him t hen what 
I had contemplated would be getting him set and 
getting him before the Committee, because I think 
that the increase will, in all reasonable 
probabilities, go through unless we put up a 
pretty tough battle on i t . 

. Let ' s put Berkshire on that; I am strongly opposed 
to the two dollar t ax. You know the Rockerellers -
no matter how much they spent, s~ two dollars 
was too high, am they hired people a.nd everything 
else, and had the greatest difficulty to keep it 
at two dollars, and I'd be very IIIUch discouraged 
1t they raised it, but Berkshire should do a good 
Job. 

Then second, do you understand that y;e have any 
instructions at all in regard to this Phillipine 
situation? 

•o. I'd say use your Judpent. What else? 

That's all. I'• coapleting the preparation or a 
state .. nt to give the Comaittee. I 'd like you to 
go over it as soon as I can gat it typed, and I 
wish :rou (Jir . Baas) would ba'fe oDe of your people 
check it over prett:r caratull:r, Gaorga, becauaa 
I ' ve cot aoae rieur•• in it. 

.. 

Regraded Unclassified



Gaston: 

H. loi.Jr: 

Magill: 

H.loi.Jr: 

Magill: 

H.III.Jr: 

Magill: 

H.loi.Jr: 

Magill: 

H.loi.Jr: 

llagill: 

H.li.Jr: 

llagill: 

H.loi.Jr: 

Gaston: 

llagill: 

- ) -
I have two tables troe Gaorsa. 

Rave you seen it? 

No, not yet. I've seen the rorm but I haven' t 
seen the figures . 

Did you get the stuff over to the President 
Saturday? 

Yes. 

Did the boys get it out all right? 

Well, tbia boy (Hickaan) gave us quite a bit or 
help 1D typing it, and the g1rla 1n rq otrice ••• • • 

What about Bob McHugh? 

Well, be helped proof-read and asseable it. 

I aa getting awfully ted up on llorris Tre!I.A1ne 
(haDllng Kr. llagill news clipping) am •wey 
don't we do the way Hew York State does?• and 
I'd like somebody to take a look at Hew York 
State taxes. 

I'd like to see somebody take a look at llorris 
Tre-ine. 

the 
Would you have somebody take a l ook at/New York 
State situation. 

I'll see 1f 1<e can•t. I think I know what the 
New York Stat e situation i s . I'd like to train 
a couple big guns on this fellow 1f we could. 

You and ae both - English anti-a1rcratt and 
six inch guns. 

(Baoiine Kr. llaPll - clipping) What about 
David cut.an Coyle, i a he a help? 

In this situation, I'd aay •Yea . • 

Well , I'd say •Neither pro nor con. • Be intends 
to be a help but he is pretty pale, it seeaa to 
ae, as an assiStant in this particular fracas. 
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H. M.Jr: 

UagUl: 

B.l.I.Jr: 

llagill: 

H.li.Jr: 

llagill: 

H.li.Jr: 

llagill: 

R.II.Jr: 

Haas: 

H.U.Jr: 

Baas: 

- 4 

I see they are not going to han &111 processing 
tax. llow are they going to pay tor this progTa.? 

Well , tbeir story 11 that - Doughten' s story 11 
they 11111at keep witbin the t11re hundred Jlillion. 
That's enough. Too much aoney'a being spent in 
North Carolina already. 

Will I get a little notice before the due 
processing tax? 

I think so. 

llr. Bell, how much Will that cost you and me? 

It the Senate won't do proce ss ing taxes I don't 
think the House wUl. The Ways aDd lleans don't 
want to touch it, and the Finance Comaittee don't 
want to touch it either. 

I'm going to get rid or my stutr first. Did that 
fix you up? 

Yes . 

George, 'just look over 11y shoulder once, will you? 
It•s a matter or silDpli.tying this thing. It says, 
•Net outflows were recorded tor Swit~erland, 
Canada,• etc. , and then it gins tba moner. It 
they say •Net outflows or Swit~erland was 
twenty-two million; Canada was aevenll1111on,• ­
it's impossible - it would be two, three, tour, 
five .figures, aDd the same thing bare: 
•For Latill America it was two llillion; tor France 
was this . • 

The construction is bad. 

See wba t I aean? I want to take 1t over to the 
Wbite House. It's just impossible the way it is 
,now. 

And George this stutr that you are trying to 
help Jliss Lone gin on, I get this nery Tuesday, 
I get it every Tuesday; I get that tzoa llr. Ross. 

Ub bub. o. ~., it's the same stutt. 
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B.II.Jr: 

Bell: 

B.II.Jr: 

Baas: 

H.Jl. Jr: 

Viner: 

B.K.Jr: 

Bell: 

H.M. Jr: 

Bell: 

- s -

Jlow the interest inc thin&, U you are goinc to 
do &ll7th1nc on this s ort ot thin&; tor instance 
the !lew York papers carr,. the tact that the all~t­
•ent UD1er the two hundred titty tillion dollars 
bas put twenty thousand people to work, am up 
to date they've onl7 put t1ve thousand tive 
hundred people to work, and still have vacancies 
tor fourteen thousand five hundred. They haven't 
furnished them the people. llow what llr. Belt 
and I 1d like to know is how many other places 
are like that? It would be 110st usetul 1n 
considering the next appropriation. I mean, are 
they going to till it or aran•t they? Is that 
right? 

Well, the next appropria tion w1ll be a billion 
dollars. 

I'd like to know what is the utter. Her e tba,. 
giva twent,- t housand jobs to llew York am only 
tilled tive. tbousand tiva hundred ot thea.-­
But just to give ae a chart like that. 

Incidentally, you'd better send it out tonight 
to Chicago. 

Oo out tonight to Chicago? 

Well, tomorrow • . 

I think I ' • right 1n sayin& there the newspapers 
have been talking • too many assigned to work. • 
They 've gone over their allotment. 

Particularly I'd like to rind out about that, George. 

Toa Sadth says that the situation 1n St. LouJ.s -
they gave the• more people than they needed. 
They insi sted on tUtaen thousand people, so he 
said they gave them to thea. 

What does t hat mean about the C. C. C.? 

This is the saae hundred thirt7 .Ulion dollars 
been talking about all the tiae. 81xty-tive 
adllion dollars taken trOll the ~:r 0;J~-~~k this 
taken t roa the Customs 110De7· t 
does, as I understand it, is advance the paymen 
data about two 110ntbl. 
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B.li . Jr: 

Bell: 

H. li.Jr: 

Bell: 

B.li.Jr: 

Bell: 

B. loi.Jr: 

Bell: 

B.loi.Jr: 

Bell: 

B.II. Jr: 

Bell: 

8.11. Jr: 

llagUl: 
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Is this what Senator Saith wanted and llac•s 
friend, the Caaptroller General, ruled it 
couldn't be done . 

Yea . 

And now they are doing it another way. 

Wallace objected to the Smith Amendment nd I 
don ' t know whether they accepted his pr~~sal 
or not, but he aubllitted one. 

Can you find out. 

I 1ll find out about it this 110rning. 

Be advanced it? 

Instead of going out 1n June it will go out 1n 
July and August . 

Dan, my tax figures as of Saturday ran f1tteen 
llillion behind the sheet that comes down nth 
your initials on it, which are contrary to the 
figures that Kr . Gaston gave out. 

Well, I think the figures that Kr. Gaston gave 
out, he got from Kr. Helvering. They were 
based on collection figures up to the sixteenth, 
111&1'17 of which were estilllated, and certainlY the 
subsequent figures were es timated, and I think 
they are way high. 

I was very IIIUch surprised t o see Gaston take the 
chance to give that out. I clkln1t knOW he was 
so flighty, but when I read i t in the paper I was 
quite surprised. Huh? 

I aa afraid even of the lower figure now - seven 
forty-six. 

Well, the President asked us and I said there 
was a divergence between the two figures , and 
we said we were s011ewhere between seven hllndred 
and aeven-f1tty - that'• •• near as I could make 

, it. Tba t • s wba t we told h1a Saturday. 8011ewhere 
be~ aenn bwldred &D4 .. ven-f1ttJ. 

I've b"D try1.Dc to bold down the Finance c-iUM. 
'rhey've got the idA troa the pre•• rel- Ula' 
n are • • •. • 
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B,J(, Jra 

llagUl: 

B • .M.Jr: 

llagill: 

B.K.Jr: 

llagill: 

Viner: 

llagill: 

H.U.Jr: 

Bell: 

B. r.I.Jr: 

Oliphant: 

H.K.Jr: 

Oliphant a 

H.K • .Trl 
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BaYe Gaatoo •• • • • 

They think we have ~M~re iDCOM taxea than we bad eat1Juted. 

Weren't you surprised? 

I was worse than tbat . I haTe been doins all I 
can to bold them down, with respect to tigures. 
I tol.4 thea I 1d gin ~hea only otricial stutt 
that tha Treasury baa which was prepared by 
Kr. Bell, and give thea that toda7, I won • t 
give it to thea until ta.orrow now, 

Gaston and OaT RelTerin& must haTe been going 
around kicldng these uil bega, and depenr:ling on 
the eebo ot it, the7 utiute it. 

That 1s what I told the Co.aittee• 

They ought to use the Sears Roebuck technique. 
At niDe-ten each morning they weigh the bags as 
they come 1n and that tells thea how much they 
Will s ell that day and how they will set t heir 
machinery. 

That's about the way the Finance Committee suggested 
too . I know it doesn't work. 

You and I don' t have to make up our millds until 
Thursday what we are going to do with the next 
bill issue. 

Well, it ought to be Wednesday afternoon so we 
can send it out Thursday morning. We can 
Thursday aorning. 

We'll see. Berman? 

I'd like to see you a moaent attar the meeting on 
that matter the Attorney General spoke to you 
about at the Cabinet. Personal aatter. 

Guilty or not guilty? 

lot cu1lt7· 
lbDt fte .lttarllq OeDtral? 
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Oliphant: 

H.IA.Jr: 

Oliphant: 

FI .U.Jr: 

Gaston: 

B.li. Jr : 

Gaston: 

H. li . Jr : 

Gaston: 

H.M.Jr; 

Gaston: 

R. ti . Jr: 

Gnston: 

R. !.I.Jr: 

Haas : 

H.LI.Jr: 

Haas : 

H.li.Jr: 
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lie . 

All right. ~ell, the Attorney General r.as 1n 
lliami at that time. Anything else? 

No , nothing. 

(Nods to Mr . Gaston.) 

You asked me to clear that memo for the President 
on Self-Help and Production for Use. I cleared 
1t by sending 1t to llclntyre and by telling him 
• This memo was prepared by llisa Lonegin. • 

What else? 

I think that's all. 

I read about my statement on baby bonds this 
monring. I give you, as a suseestion only to 
think about, the possibility of getting out a 
letter to every holder of the baby bond thing, 
if this propaganda continues. If it continues 
only. 

Yes, I think that will probably stop 1 t . You 
notice we have had two pret ty good stories on 
baby bonds - one yesterday morning am this 
morning. 

I! it continues - anything else? 

That's all. 

Bow•s your golf? 

Not bad. 

George? 

A letter from Crocker Brown. 

He says you have been all over that. 

If other comments are as accurate as I think 
about the whole letter, it is out. 

Write me a memo and say that the scheme either is 
or isn' t worth my while . 

I 
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Haas: 

R.M.J'r: 

Oliphant: 

B.M.J'r: 
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Be Ills quoted 118 . 

I haven' t got time to do it now. I just 
haven't cot tiae. 

You, Rerun, and Barton have been tryin& to see 
ae 1 but should I sea ai'O'body bat ore our ten­
thirty meeting? 

It•a not necessary. 

Will you stay behind and tell ae what it's aU 
about? Is this in shape tor the President to a1&n? 
Transporting the purchases or ceaent over? 

McReynolds: I presuae it is. 

Haas: 

B.M.J'r: 

Haas: 

R.U.J'r: 

Haas: 

Oliphant: 

R. M.J'r: 

Haas: 

B.M.J'r: 

Haas: 

R.M.J'r: 

Haas: 

B. M.Jr : 

Gibbona1 

I was asseabling it Saturda:r afternoon rttb 
Blaisdell. I think we have it all together. 

In order tor the President to sign? 

I th1nk so. 

Has McReynolds seen it? 

I don't think so, unless Oliphant's shop showed 
it to him. 

Blaisdell bas it all, and it will be in Baas' 
ottice by ten o'clock. 

(Points to Kr. Baas) 

Ceaent aeeting at ten o'clock. Are you going to 
Jw.ve a business meeting this aorning? 

I doubt it. 

There are some developments there I'd like to 
talk to you about. 

Come in at ten-titteen; Just come in yourself . 

0. K. 

Come in yourself. (Points to Kr. Gibbona) 

(lloda •11o. •) 
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H.I.I .Jr: 

Viner: 

H. U. Jr: 

McReynolds: 

H.a .Jr: 

Lochhead: 

H.U. Jr: 

Viner : 

Oliphant: 

H. U.Jr: 

Viner : 

Gibbons : 

H.!I. Jr: 

Viner: 

Oliphant: 

H.!A.Jr: 
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(Nods to Kr . Viner) 

(Nods "No . •) 

(To llr. Viner) I'd like you to sit in on the 
ten-thirty meeting. 

Mac, have you got thnt to take ~o the White House? 

I told the boys to bave 
I haven't seen i t yet. 
up. 

(Nods to Kr . Lochhead) 

1t out t his morning. 
I've no doubt it will be 

Butterv;orth bas assembled more data on building. 
It Just arrived this morning. Incidentally, 
he said those weet<ly r eports of business are very 
helpful. 

Aeything else? 

May I ask a question? I s the Treasury represented 
on that Interdepartmental meeting that is discuss­
ing the question or state price-fixing legislation -
starting the big survey? 

I never heard of it. 

I never beard of it. The Federal Government? 

This was given to oe. I came do1m with one of 
my colleagues aDd I asked him ?here he was going. 
He said he's been retained for, he thinks, three 
to six a~onths to ~<ork on that. Re tho~J6ht 1t r.as 
Justice, aDd be mentioned Justice and Agriculture 
and Co=erce and Labor. 

Retained and doesn't know where he ' s going? 

l'lhn t' s be going to do? 

He is going to study - his Job at least in that 
general picture was to study state price-fixing 
legislation. 

IU.llard Tydings. 

JU.llard Tyd.ings - well • • • • • 
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wollder1Jic , It aeeu to .. that the ao .. interest. there too. 

it up at the teD-thirty? 

ousht to know about it. Do you 
about it? 

I !mow. He didn't lmow aucb about it -ras ca.inl with his trunks. He was ..... 

~. (Lau,hter) 

t ' 1 tuiJDT J he 1 s coainc down here aDd 
~where he's goin,. 

lmow who invited bia? 

k b1ll. I asked h1.ll a couple questions l• t siv1Jic ae auch intoraation. I ,.. on his guard . 

aa) Did you get the report on the 
;panies'l 

about noon Saturday. 

Jll to go to work today? 

Ill or the principle or their report . 

ot the Trans-America? 

1 tiMI puts 1n so IIAll1 exceptions -
1dn't see this and they didn't see b the basis or what was presented to 
oltS all right. 

got it? 

the holdiDI e011penies or Trans­
it lilt those? 
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B.ll. Jr: 

Uphall: 

H.M.Jr: 

Bell: 

H.M,Jr: 

Boll: 

H.M. Jr: 

Bell: 

H.ll.Jr: 

Bell: 

H.II.Jr: 

Bell: 

H. M.Jr: 

Bell: 

B.M.Jr: 

Bell: 

H. M.Jr: 
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You could cheek tha t again.t the baalt. 

Surely.~ 

Dan? · 

There are the Saturday figures . 

Does it include Saturday? 

Yes sir - t1renty-five million behind. 

Yle are losing ground, 

Yes. We lost ten lllilllon dollars Saturday. 

Fourteen lll1111on - thirteen lllillion. 

Fifteen million behind Saturday, and we are now 
twenty-five. 

Well, fifty- two from s~ty-five is thirteen. 

We picked up some in the mail reports . Last 
year we picked up a hundred and forty-four million 
dollars from this point out . If we collect 
a hundred forty-four million from here out we 'll 
get about five thirty - I mean seven thirty. 
But I don't believe we've got as much uncollected 
now as we had this t ime last year, so that probably 
will come down somewhere nea.r seven twenty. 

Well, will you, Wednesday after you get this , have 
an estimate of our financial needs from now on W>tll 
t he first or July? 

Yes sir. 

Will you have it on Wednesday, Dan? 

That is the main thing I want to get. 

(Points. to Mr. McReynolds) 

McReynolds: Well I di dn' t lose ten million dollars Saturday, 
but f don' t owe a aillion at all . I have oothing • 

B.M. Jr: .lll r i«ht. that's all I •n got . 
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Jul;r 8 , 1938 

At 10:30 a . m. Mr . Taylor, Mr . Diggs and Mr. Upham 

met with Mr. Nor genthau in h 1a otr1ce. 

Mr . D1gga broached the subject ot the Bank ot 

America, N.T . & ~ .A. ot San Franci sco and ment i oned the 

tact that a number ot applicationa tor branches ha ve 

been pending tor some tiliU!l and that llr . Giannini 1a 

interm1ttentl;r pressing t or acti on. He atated that 

be hila been teying to get the Gi annini interests to put 

additional capital 1nto the Bank and that i t looks now 

as it he could secure another e25 million, which woul d 

bring the ratio up to 1 :10. Be stated that the;r were 

paying dlv14enda at a higher rate than t hey should but 

that it hia Ottice could have aucceaa in having t hem 

charge ott certain assets and inc r ease their capital b,­

t25 million, he t hought there would be aome improvement . 

llr. Digga waa ot tbe opinion that the Bank or America is 

charging ott t h e amount inaiatod upon b;r the Cocptroller 

in so tar aa German credits are conoemed, and he stated 

that that 1a the most important ot the itema which have 

been in oontroverey between them. 
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~ llr. llorgenthau add that he na alok and tired or 

hearing about Giannini and the German cred1ta and the 

tact that he wouldn't do what the Comptroller wanted 

him to do ar>1 eaid that he thought the Comptroller's 

Office ought to handle it without bringing it to hila. 

He expreaaed the opinion that the people 1n the Co~­

troller1a Office and the PDIC aa wall were "a1ea1eo,• 

or the7 would do something about it. He aaid that he 

felt that llr. G1ann1n1 was awtull7 s•rt fro• his own 

standpoint but he thought the bank auperviaora ought to 

be equall7 ae smart. llr. llorgenthau gave a a h1a ott-har>1 

opinion that the Bank ought either to 1noreue ita capi­

tal or cut ita dividends 1n halt . ) llr. Diggs said he had 

b een working along thet line tor acme time. llr. Tqlor 

expr eeaed the dew that there Jllight be aCIIle d1tticult7 

1n 1na1st1ng on the 1:10 ratio, and ha regarded the ke7 

to the whole situation aa being the 1na1atenca upon 

charging orr aats.-ted losses . llro Ophd thought thet 

an 1ncreeae in their capital waa not enough 1n ltaelt, 

particulU'lJ 1n YieW or the tact that th87 expaotad to 

borrow the .ODBJ trolll the BPC to rtnano• the capital 

inor .. ••· ae tboaabt that the Bank should be required 
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to tnke the actions insisted upon by the examining forces, 

including a aubatant1al reduction i n the divi dends . 

( Wr . llorgent.bau said on second thought that he waa 

inclined to the view that the Comptroller ought to 1naiat 

on tho B~nk taking whatever bouse- cleaning atepa were 

felt to be neceaaarr and that 1t they do, bo would then 

troat th• juat like any other bank and agree to RPC 

money going into the Bank on the aame baaia that they 

put it into otber-inatitut1ona . U not, be said he 

would personally be inclined to "sit still unt il Hell 

freezes over" before doing anything in the way of per­

mitting additional branches . In any evont, he said be 

would make no promio es on branohea but let them come to 

see us when tbey have complied with our requirements . 

llr. Upham reminded Jdr , llorgenthau that he had re­

quested the Comptroller's Office to bring in a prouam 

ot minl..mulu that t hey would insist upon . llr. Dlgga said 

that th1a program was not ready but that it would be in 

three or tour weeks whe.n the latest report or examinat ion 

oome a in. } 
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Mr . Digga brought up t he matter or a research divisi on 

tor the Comptrolle r's Office and expreeaed tho view that 

they ouSht to begin operations at once wit h an eye t o t he 

noxt seea i on or Cong:ross . tie said that M:r. Folge:r and 

lolr. Kelly, one a bank examiner and the othe:r a lawyer, 

have to do the economist's work tor the bureau, and neither 

ot them 1s t rained in t hat line . llr . i!o:rgenthau aald that 

be would p:reter to let that go until after the California 

pr1mari ea and after his return from Prance but that be 

would be will ing to go into it aerioualy :right aft er Labor 

Day. He told Mr. Di ggs that Mr . Taylor ie conduct ing a 

study or banking and banking agencies during tho sumzr.er 

montbe . Mr. Taylor said t hat it waa not eo much for making 

recommendat i ons a a to cat alogue the varioua alternativea 

ot' t h1ngo that can be done. 

Mr. llor genthau gave to Ur . Digga a copy ot a letter 

and accompanying memorandum aent b:y L. K. Roberta , chief 

nationa l bank examiner tor the New York diatriot , to 

other ch i ef examiners and bankera aaking that they urge 

wi th the Presiden t a nd with t he Secrotar:r and with lDOlllbers 
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ot Congreaa the appointment ot Kr, Digga aa Comptroller 

of the Currenay. Mr . Morgenthau aaked Mr. Digga what 

he thought ot the propriety of a bank examiner doing 

that, and Mr. Di ggs eaid that he thought it waa imProper. 

Be aaid that he had not seen the letter or the memorandum 

before . ~r. Uorgenthau said that he hoped Ur. Digga would 

tell Mr. Roberta that he, the Secretar, ot the Treasury, 

waa greatly displeased by it. Kr. Digga aa1d that when 

he eamo back from Texaa, Jlr, Roberta told him that a 

Comptroller waa go i ng to be appointed within a taw days 

and that he planned to eontaot a few people with the sug­

gestion that they urge the appointment or Mr. D1gga, 

beoauae he felt it important that someone who was familiar 

with the problema or the Office should have the Job, 

part i cularl:y at this time when it 1a of 1mportanee in the 

fight tor the lite of the ott ice 1taelt. Jlr, Diggs said 

that he to l d Mr, Roberts that it waa a matter tor him to 

decide tor himself--that ha wouldn 1t tell him that he 

couldn ' t do it but that he expreaaed aome doubts about 

the value or the bankers • endorsement a, and that he said, 

moreover, he was not sure that ha would take t he ottice 

• 
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. . 

if it were offered to him. He turther expreeeed the 

opinion to Mr. Uorgenthau that Mr. Roberta wants the 

job himaolr and was urging the name ot u., , Diggs to 

got him out in front where ho could be elimin& ted 

trom tho race. The internal e vidence or this, Mr . 

Diggo aa i d, ia t he build-up 1n tho momcl'andum about 

the noceeeit7 for a career man. u.,, Roberta, he aaid, 

th1nke that ho 'II'Ould be next 1n 11no 1t Ill'. Diggs were 

el1m1na tod. 

Mr. Di gge reported on the latest poll in the 

California gubernatorial primarlea, and indicated that 

Jetty ie now running second. 

Opm 

.. 
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!Al!lolORANDUM 

TO: 

FROM: 

( 

Mr . Oliphant 

•lr. Upham 

0 

September 21 , l9SS 

Attention : Mr . Poley 
Mr . Sherbon~ 

I think the chronology or incidents in<licatina the 

continuous interest or the secreta%'7 in the Bank or 

America situation over the last several months should 

include thi s statement by me: 

There have been many occasions between March, 

l9J8, and September, l9J8, when Secretary Morgentheu 

haa asked me to inquire about one or another aspect 

or the s ituation and has requested me t o preaa for 

action baaed on examinati on report e . There have been 

many occasions upon which I have broUS)lt to the atten­

tion ct the Comptroller's Office these requests . 

• • 
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