
• 

... 
....-.- wlv • • r .. ~~ ' ..- r C 1~.' • ¥" 

1 
" 

.! {o. ( • ~ r , ~ , .c " .... r • ' / t!'t <:r-
tl , --~ -/ /-A, (< ·,4--- ........-z;.... 
<" ~- "n• ~ a~' • ...,.~ ,:- v• { lv 

.. 

._ r:;;.... ~--f" tv>-" / , • / ,_: ~ , £..J..., < .I CQJ 

,. ~" v-• f,-.1"'?1• ,., • v.f' I ..._., /vvVVt (/1.-""'-

'1-"'--V ~~ • ~ 

I 
I 

• ,· .. 

Regraded Unclassified



:es 

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

ftll te .. .,...._ ,._ ..a• t wUl Ne& hasuw, 

............. Me - -···"- .... •u.-
.u utw ,... ., •• ••'-' ..,._ te tr-.rr ,.Utr• 

te -r .,.._ tt .._ '-' r -• te ... ""' wnt ,... 'M 

'"' ........ •11 - ............... _ • .,, ... ,..... ~~-

ttall~e& wltl\ lt f 

Regraded Unclassified



ourtng your recent heartnga rel&tlnc to 

tax revtaion tor the ~urpoae or encouraging 

bustnoss enterprise, Secretary Uorgenthau made 

the statement t hat •we should by all means peas 

legi slation to make tt tmposstble In the future 

to Issue &n7 ~~:ore tax-exempt securttlea. Thia 

having been accomplished rtrat, t t woul d then be 

tatr and l ogical to reexamine t he question ot 

whether the present surtax rates on very large 

lnCOri!B ma,y not be eo hlgh t hat they dtacourage · 

the llmtted DUIIber or tn<llvlduala subject t o thea 

trom taktng normal bU.s tnesa rtska. • 

It ts my purpose t oday to present t he t ecta 

and outline t he conatderattona whtch have l ed the 

Treasury Department to urge that the tsauance or 

tax-ex-.pt aecurtttea tn t he future be discontinued. 

Regraded Unclassified
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In addition, I wteh to preMDt and cHecu.ee eo. 

tacte be&riDI upon the ree:nmtutton ot surtax 

rates mentioned by t he secretary. 

on January 19 , 1939, aa on previou.e occaaiona, 

tbe President recoiiii8Dded tbat private income trom 

all goveM'll:lent eecurttlee hereafter teeued be made 

IIUbJect to the general income tax laws ot the 

191 

natton and ot the several states. Shortly tberee.tter .. 

the Special Committee ot t he Senate on Taxation 

ot OovenliD8ntal Securi tlea and Salaries held 

extensive hearings. Since the data submitted at 

these heartqe cavering intol"'!!lltton on all important 

Phases ot the subJect are readilY available, I 

propose to confine myaelt t o the eesenttale. I 

shall, however, eubai t tor t he r ecord a number or 

&ddttlonal exhibits. 

- 2 -
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The proposal O! President RooaeYelt and 

Secrotar.r ~orgenthau to brlng t o an end the 

tesuance or tax-exempt securities t s by no meane 

an tnnovation. Practically every President and 

every Secretary o! t he TreUury since t ile adoption 

ot progressive tncor-e taxation hae urged the 

elimination or tax-exempt securities. Presidents 

Hardtng, Cooltdge, and Hoover, and Secretartea o! 

the Treasury Olaes , Houston, Mellon, and Wlla 

each urged t hat the tssuance or tax-exOIIIPt 

aeeuritiea bl discontinued. 

It ta 111P0rt&nt to have clearl¥ 1n a1Dd that 

the exemption under dtacuaston ts exemption !rom 

Income taxation o! interest to be r ecetved b7 private 

Pereone on government bonda to be 181Jued 1n the future. 

- 3 -
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It te not euggeated that t ntereet on outetaDdt,. 

tesuee be taxed. No tax on any unit or govel'llll:ent 

ta involved; nor 11 the taxation or 8.DT income 

received by a government being cona1dered . Failure 

to keep t hese !acta cloar)J in mind hU eometilllllll 

resulted tn 111eunderstanding or t he problem. 

Furthermore, 1t should be recognized that 

the principal aspect or the tax- exempt 1ntereet 

problUI liee in intergovernmental exomption. The 

Federal Government eubJecte interest on moat or 

Ita obl1gat1ou to 1 ta personal eurtax WhllA 

exempting interest on all ita obltgatlona rroa the 

nonDBl tax on tnd1v1duale and corporat1ona . State 

govenunenta generally exempt tntereet on thelr 01m 

Obltgationa , but co111110nl7 tax the interest derived 

troo obligattone or other etatea. (See Sxhlbtts 1 and 2 . ) 

·-
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Interest on atate and local oblt~ationa baa 

been tully exempt trom Federal Income taxatton, 

and Interest on Federal obltgattona has been 

tully exe~QPt troc state and local tncome taxation 

(except when included as part or the base tor 

state corporate excise taxes) . Only a ampll 

segment or t he problem woul d be touched tr t he 

Federal Oovernment taxed interest on its own 

obltgattona and t r states taxed the Interest on 

state and local eecurtttea, eo long u the states 

continued to exempt tntereat on Federal 

eecurittea and the Federal Government continued to 

exempt Interest on utate and local securities. 

- 5-
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Probably the 11:0et practical approach to 

the whole problem ta to analyze the dlatrtbutton / 

ot gatne and loaeea growing out of extettng tax 

exemption. The underlying gatn is that received 

by persons with large i ncol!:es who hol d tax-exempt 

securt tles and tllus reduce their Income tuea. 

The Federal Government and moat state 

governments have progressive income tax ratea 

lhleh inerease as the amount of taxable income 

lnereaaea. AI a result, tax-exeJIPt securt ttea 

ot course afford a greater tax saving to persona 

wttb l arge tneomea than to persona with aall 

income a. 

- 6 -

.. 

Regraded Unclassified



• 

- 7-

conetdertn& the Federal tncome tax &loDe 

tn the ca8e of the man with $2,000 or $3, 000 of 

taxable i ncome 1a dollar of wholly tax-exea~Pt 

tnteroet would gtve t he 881118 net return aa 

$1.04 ot taxable interest 8iDCe the taxable 

tnte at i8 subJect oni¥ t o t he 4 percent DO~l 

tax. In the banda of a taxpayer with $50, 000 

ot taxable tncol!lll , however, that 881118 dollar ot 

tax-exeJQpt intereat ta wotth $1.45 ot taxable 

tntercat since the taxable tntereat would be 

IUbJeot to 4 percent nonaal tax and a ~ percent 

IIU'tax. The nlue ot tax exemption continue• to 

tncreaae with the size of the tncome o! the 

person recetvtug tt. 

- 7-
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ror an 1nd1vl<1u&l wlth $100,000 ot taxable 

tncotlll a dollar ot t e•-e:o:el!t)t interest ts the 

equtvalent ot $2.44 ot taxable tntereet. At the 

top or the rate scale ($5, 000, 000) a dollar ot 

tu-exeJill)t interest 111 the equtnlent or $4.7e 

or taxable interest. The ef fect or taxes llllpoeed 

by t he etatee 111 to increase further t he 

d11'ferences tn tax eavtnga. (See Exh1blta 3 and 4. ) 

Tax eav1nge ot thle character are obvloue:\7 

tnconetetent wtth the purpose or procreeaive 

1110o.a tuat1oa, that 1s, to 1JIPOM taxoe tn 

accordance wtth the prlnctple ot abll1tJ-to-pay. 

- e -
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There would be no tnJusttce tn tbte 

situation lt persona with l &J'ie taxable tncomee 

received Interest rates enough lower than those 

received by persona wt th BIBller tncomee to 

orreet differences tn tax aavtnga. Such, however, 

cnnnot be the case . Persona wtth large tncomee 

end persona wt t h small incomes can bey the 

seourtttee at tdenttcal pr ices. FUrthermore, the 

available supply ot public securities is eo large 

that the prices pe.td tor the are not determined 

b7 the valu. or the tax exemption prl'YUege to 

persona in the b1ih tncome groupe. 

At the close or the t t eoal year 19&3 the 

total volume or outatandtng tu-exeaapt aecurtttee 

n.e $C3.884 1111ll1on. 

- 9 -
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oove~ente and governmental agenctee, tbetr 

tn~st runde, etnldng runde, and t nveetment t unds , 

and the Federal Reeerve DBnka held $131753 m1111on. 

The remainder, $50,131 mtlllon, constt tuted the 

net amount outstanding and available to prlvate 

tnveetors . It 18 estimated t hat aa or June 30, 

1937, the total holdings or all tndtvtduale 

amounted to $19 b1111on. The remainder was held 

by ba.nke, 1neurance compantea, and other 

tnatttuttone.l Investors. The manner tn which 

the vl.l'1oua categorlee or tax ... xempt securlttee 

were distributed a110ng the vartoua tnveetors le 

presented tn the accomp&nT1nf chart . (See also 

~tblte 5 and e.) 

- 10 -

Regraded Unclassified



-11-

In 1922, former Secretary or the Treasury 

~ellon , writi ng to t he Acting Chairman or the 

commttteo on Ways and ~eans , referred to the 

•almOst grotesque" end •anamalous situation• 

when "taxpayers have only to bU7 tax-exeapt 

securtttos t o make ~~e ~artaxos tnettecttve .• 

\'1 1th t ho pessago of years the •anolll8loua 

st tuat ton" noted by Secretary l~ellon has becoJOO 

vastly · oro anomalous . In t ho !ntor im the 

~~tude or the tax-exempt problem has greatly 

increased . Consider only the changes Which have 

taken place during the last docado . In ~~o mtddle 

or 1929 , the gross volume or Federal, state and 

local t ax-exempt securit1os waa $35,428 million. 

- 11-
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B1 the middle or last year t t had rteen to 

$63,884 mllton. In 1929, the Federal surtax 

ratos on 1ndtvtdual income, whtch one could 

avoid b7 the purchase or tax-exempt socurtttea, 

~ed from 1 percent to 20 peroent . Todq they 

re.nge from 4 percent t o 75 peroent. In 1929, 

1nd1v1dual Income taa taxed tn 14 s t ates wtth 

rates In no caa~ exceeding 6 percent . Toda,y 

1nd1v1dual tncollll i s taxed ln 34 etatos with 

rates ran&ing aa htgh aa 15 percent. (See : 

Exhibtte 7, a , v, and l O. ) 

That persona wtth large Incomes take 

extenstve adyantage or the poeatbtlity or tax 

aa.ving through tax-exqpt eecurt till te 'clearly 

1nc1tcated by the ava1llble evtdenoe. 

-12-
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Tie have made an analySts ot the c.... ot 25 

tndtvidu&ls, each ot whoa tn 1937 reported net 

incomes i n excess ot $1,000, 000 . (Bee Exhibit 11. ) 

These 25 tndivtdUale reported almost rt , 000,000 

ot wholl¥ tax-ex~t interest. ABSUIII!nc that 

they reported all thetr tax-exempt Interest 

receipts, tt wu tound that t hese 26 taxpayers 

had approx1Mte17 one- third more net tncome attar 

.pe.,yt~ their tnc01111 taxes than the7 wo\lld have had 

tt the tu-exe~~Pt eecur1t1 .. had rtelded 15 percent 

.,,. tn interest but had been subJect to taxation. 

In 0111 case an tnd1v1dual had 1~ percent moz-. 

net tnco1111 than he would have had. and other 

I>eroentages ranged trom 90 percent down to DO 

1ncreuea tn the cue ot 5 1Ddtvtduala. 

-13 -
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In other worda, t hese 25 people as a group 

woro proUttng vory subatantlnlly !rom tax 

exemr.tton. This table shows clearly that large 

taxpayers do hold large bloed ot tully tax-

exempt aceur1tiea, that they are dertvtnc 

large bene! Its tro• hol ding such s eeurt tiea and 

that t he progressive Income tax rates are 

correepondi ngly nullified . 

The t ax saving to persons with large Incomes 

clue to the ownership ot tax-exCilpt sec:ur1 t1ea 

ts cureetly r eflected In a loss or revenue to 

governments Imposing 1n0ome taxes . The l OIS In 

revenue to atatB governments ta leas t han the 

l oaa to the Federal oovemMnt beoauae their 

1neo~~~e tax structures are not eo steeply progressive 

110r are t he rat es tmpoaed eo h1&b· 

Regraded Unclassified
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The actual l oss tn r evenue t o state governments 

cannot be r eadtly esttrrated bocauee or the wide 

dtverstty in the structure ot the various state 

tncome tax laws and because ot detictent 

tntonr.atton as to the distribution ot boldtnga 

or tax-exempt securities . At the present t1C!I8 

fourteen states have no Income taxos . In those 

states whtch t mpose income taxos the r ovenue 

loss depends upon a varie~ ot t actors tn add1tton 

to the rate structure. Oenerall)", the wealtey 

states Whose r esidents are large holders ot 

government bonds lose relattvel)" m.ore revenue 

204 

because ot t he tax-exemptton reaturo ot governmental 

securtttes than dO the states wtth relativel)" low 

wealth and Income. 

- 15 -
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oenerall.Y speaking, there ts no direct roven-. 

loss to poltttcal aubd1v1etons ot the state• 

since they do not tmpose income taxes though 

some would be nttocto<1 through their shares in 

state-impose<1 income taxes . 

The loss t o the Federal oovornment alone ts 

est! ated between $17~ million and $337 million. 

These estina tee are ba8e<1 on certain technical 

assumptions whtch are expla1ne<1 in Exhibit 12. 

The tndtvtdual 1ncoma tax, whtoh is the malor 

progreaatve element 1n our tax ayatsm, )'1sld8 

relattvsl,y too lllll&ll a proportion of the total 

tax revenue . In 1938, tt accounted t or less tbazl 

10 percent of total Fs<1eral, atats and local 

rennuoa . (See EXh1b1t 13 . ) 

- 16 -
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Tbe aY&ilabili ty of tax-exempt securttt e1 

and the oonaequent avoidance ot 1 noome taxes me.y 

bave had an i mportant bearing on the character 

ot the 1 nc0111e tax rate schedule t tselt. For 

eXUIPls , the surtax rates ~ be ht;her than 

would otherwise have been i mposed, espeotally 

etnce one tnctor tn setting the surtax rates 

appears to bo the desire to collect from the 

taxable iDCOIIIB ot an 1nd1vtdual aome tax to make 

up tor hta tax-ex~t tntereat . such a method ot 

eetttag ratea reeultl tn great dtecrt,. tD&tion 

between taxpayers . 

- 17 -
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TaX aavtngs ~ lnd.IV1duala trom tax-ex•pt 

tnt ar est result alao 1n gatn t o aovernment1 In 

the rorm or l ower i nterest rates, s ince such 

Indivi duals Will pay t or the tax-exeaptlon 

prtv1186e 1t they are obliged. to do s o. ,.. baa 

been pointed out, t he dlt!erence In Interest 

retee due t o t ax exe111Pt1on is r el atively small 

due to the large volUIIIe or tax-exempt securities 

available. The d.ltterential i n yield. betlreen 

publ ic and. private securities ts of ten attri butable 

only tn ~all part to tax eX8111Pt1on. The 

rematn1~ portion or t he d.ltferenoe in 71el4 

between public and. private securities 1s d.ue In 

general t o the superiority ot the publi C securittee 

In satety or prtnetple, assurance or tncolle and 

IIII.J'ketab1l1 ty • 

07 
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11'011 tbe beat eY1cSence anUable we eattmate 

t hat t he <11f!erence 1n 71eld du. to coapate 

tax ex811Pt1on vartea from zero, or practlcallT 

zero, t or the shortest matur1 t1ea ~ to about 

l/4 to 1/2 or 1 percent t or t he loageat. Tbe 

neld dftterenttal of loag-tel'll J)&rt1a117 tax-

exe=pt Federal aecur1t1ea, t at ta, tboae tbat 

' are exQPt onl,y from tbe Federal normal income 

tax, u compared with c011ptetel,y taxable 

eecurtttea of equal qualtt7, ta oattmated at 

rroa IS/100 to liS/100 ot 1 percent. (see E:xhl b1 t 14. ) 

- 19 -
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Since tn the htgher brackets the Federal 

tnceme t ax is rar heavier than any state incom& 

taxes , and s tnce the interest on practtco.llY an 

long- t erm Federal s ecurities Is subject to the 

Federal surtax, the ca in in lower interest rates 

ts primarilY to state and local governments . 

i e osttcate t hat t he annual savtng In Interest 

costs to the Federal Government and Federal 

tnstrumental1t1es due to tax exemption ts from 

$19 million to $50 million and that the saving 

to state and local governments ranges rrom 

$40 mlll ton to $105 million. 

It should be noted t hat the snvtns in Interest 

costs is duo to t he existence or the Income taxes 

as well as to tax exemption. 

- 20 -
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'nle 1no011e tax, b7 tax1ag lntereet on boDI18 but 

exempting such tntereet u 18 dertved !rom 

government securities, placed those government 

eeourtttee 1n a preterred position. Thte enabled 

governments to borrow below the arttet rate. 

In the t.beence ot en income tax, the exemption 

would be valueless. Tbu&, tn ettect, the Federal ' .. 
oovel'llll8nt by tmpoetng a hia11 tncome tax 11 

substantiall7 aub81c:11ztng the state and local 

gonr...nta 1:17 .-king poeetble lower interest 

ratee on their obltcattona. Stml.arl7, the state 

gonmacte are aubllldtztna, altho\l&h to a 

conetderabl7 lesser, extent, the Federal Government 

and, tn eomeestatee, the local govon:~~~~ente. 

- 21 -
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Tbe diecontiDU&DCe or the tax exemption prtvtlege 

would mean only the relllO'Ial o! these eubetdtee. 

Tbe eavtng in tntereat cost to t ho Federal, 

state ond local governments resulting rrom tax 

ex!ll:lptlon is not a net eavtng. ~ already noted, 

the exemption results in loss or revenue 11htch ta 

greatest tn the case or the Federal Government, 

lose tor state governments, and mtnor !or local 

governments. Thus, be.lanctng the eavtng in 

Interest cost against the l ose tn rennue, the 

localitlea are the biggest governmental benettctartea 

ot the U8111lPt1on o! interest trom income taxes . 

The postttone or the stat~e vary, some l oetng 

and some eatnl~ . The Federal oovernment ta a 

heaYy loser. 

- 22 -
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ooveJ'DIIIInte o011btned - Federal, etate and local -

an on btl!anoe eubste.nt!al losers. 

An analYete ot the ettect ot d1acontinuinc 

the 1aeue ot tax-exeiiJ)t aecurtttee by d1tterent 

layers ot government ehould not, however, obScure 

the 1JIIPOrtance ot approaching the problem tro. 

t he national viewpoint . In the t1nal an&lYaia 

our taxpayers are not divided into Federal 

taxpayers, state taxpa;rera and local taxp8¥era. 

All oitiune are tax~era directlY or 1nd1rectl.7 

to all three tJpee ot govei'DIII8nt8. SiDCe all 

10\'en.enu collbined lose on balance, the taxpe.yere 

loee on balance &leo, although eome epec1tic groups 

ot taxpe.yere ma,y gatn. 

- 23-
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Tbl _.. or people 'lbo .ate up 121e taxpqen 

and &enetal public lose 1n ot1ll anotbor WQF. 

To the extent to 11h1ch the tntereet rate on tax­

ext~~~Pt secur1 t1ee 111 lower than 1 t would be 1 r 

they were taxable - aa pointed out the d1tterent1al 

11 not larp - the mus ot people whO 1187 tncome 

taxes at very low rates, 1t at all, lose tn lower 

tnteroet on theee secur1t1ee without betnc able 

to benet1t trom eavtnge or income taxee. Indeed, 

the tendeD07 11 to c111CO\U'81e the nr,y people WhO 

lboulc1 place tbetr ean~~ge tn public eecurtttel 

rna c1o1111 eo . 

-u-
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Likewise to the extent to which tax exemption 

a.ttects their tncomee through lower 71elcw ot 

government bonds, Insurance compantes are obliged 

t o charge higher premtuma, while bank savings 

neld lower returns, and the earnings ot 

charitable and educational ••111 ...... ••11•11:• endowment. 

are diminished. It 1s not Intended here to i11Pl7 

that lt WOUld be a SOCial bene!tt !Or gOYemMnt8 

to pe.y hl&ber Interest rates, but rather to 

lndtcate that p!n to gonl'DI:Ients through lower 

rates le b7 no •IDS pure cain to t he mus ot 

ta:q)qere and the public. 

To 8\.111 up, tax exemption benettte the tup~~T~re 

bavtlli large tncomee, local govenaente, and a taw 

eta tee. Eveeyone elae losea. 

- 26 -
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In addttton to tbl rtac&l erreota or tax 

eUJ~Ptton, the tax aavtnga available to peraona 

tn the h1ih tncome brackets through tax-exempt 

aeeurtttee have extremely t~rtant economic 

ettecta. Tbeee are probabl7 more 1Jllportant tn 

cletenatntns the final balance or gatn aDC1 lo• 

thaD are those which have bMD MDt1oDed. Tbeae 

econoato errecte grow out or the nor.el and 

legtttmate errorte or people to enlarce thetr 

gatna and reduce their loeaea. So lons u 

1Di1Yldu&la wt th l.arp tDCoeea can obtain a htitber 

eecurtttea than trom taable htgh-yteld corporate 

aeourtttea, tt ta to be expeoted that thaT wlll 

ate large tnveatmente 1D gove..-.nt aecurtttea 

IDd &'fOld taxable tnveetMnta. 

- 26 -
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11111 11 ot great 111P0rtallce becauae they are 

prooteely t he people who, because ot thetr 

abU t ty to aeoume rteka, should uae thelr tunda 

ror 1n.duatr1al unc.1ertaktnge. 

The ettect ot tax exa.ptton uPOn 1nveataent 

te due to 1ta value to 1nd1v1duale tn h1&h 1DCOIDI 

claaeea. An 1nd1v1dual with a $50, 000 inoo1111 

( 
.. 

would have to derive a yield ot 4.3 percent trom 

a taxable eecurtty to attord him the same yteld 

artor federal tncome tax aa he obta1na troa a 

3 percent wholly tax-exe.pt aecur1 ty. For 

1Ddtv1duala wtth $100, 000 the taxable yteld would 

have to be 7 .a percent and t or an tnd1vidual with a 

11111ton dollars the taxable yteld would have to be 

12.5 percent to •tch the net 71eld ot a 3 percent 

Wboll7 ex~t aecurtty. 

- 2:1-
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In Ytew ot these ctrcUIUitanceo tt 11 to be 

expected that 1ll<llT1d~• w1 tll large Mane wtU 

avoid t aklng rteka b7 tnveettng ln tax-ex._pt 

eecurtttee. Industry te thue handtcapped tn 

co~~Pettng w1 th tax exapte tor the capt tal ot 

1nd1Y1duala 1n the higher 1nc01118 brackete. 

The etteot ot tax-exapt eecurtttee on tbe 

wU11ngneee ot persona with large tncomea to 

uewne the rteka ot lnduetrtal undertaklnga ta 

parttcularlY unfortunate because of recent 

lnYNt.ent dnelo..-ta. In tbe put h&lt-<:entul'7 

1111t1 tutional iDYeltMDt thi-ouch 1DIU1"SSl08 COJIPU1el 1 

be.nka and other tnveetment organlzationa baa 

eXpanded. such inat1tut1oDII are ~1111Di to rtek 

the moa.7 ot their depositor& and pol1cJbOldlre 

ln IQ\lit7 capital. 

.. 
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our lal ban, ln tact, prenntecl thea troa ~ 

c1o1n&• .. a reeult, the equtey oapttal neceu&:17 

to attract aa't'lnga tnto tnveataent u aen1or 

capital has been lacking. Pereone wit h large 

tncomea are t he l ogical source of euch equit7 

capital. The attre.ctiveneaa of tax-exe.pt 

eecuritlel coabtnedlflth the htgh eurtax ratee 

baa greatly 14•••• c11a1ntehecl the wUllnpeaa ot 

pereona with large 1nco111111 to rtak their capt tal 

atnce the return atter tax 11 liklll7 t o be no 

greater enc1 - be lees than can be der1nc1 traa 

tax~XIIIPt aeourt ttea. 

Thue tar I have c11ecuaaed the ettecta ot 

existing tax exe~~~Ptlon upon the finance• ot our 

80VIl"DDII8nte and upon the econo1111 tn general. 

- ~-
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•• -.s DOW turn to the question of el11dD&t1DI 

tax exemption with regarc1 to f uture tssuee of 

government eecur tttee. Both the tnoreued 

costa of gO'fenant and the tnoreaaea 1n reveiiUI 

w1ll be re&ltzec1 iJ'&c1U&ll7• (Bee Exhlbtts 15 lllld 

18.} 

Interest costa to state and local gOYerameats 

would tnoreue onl7 aa existing eeourtttes were 

retired and new ones were 1aauec1 to ftD&DOe aew 

pro3eota. If tt be aa8\llllc1 tor the 8aD of 

t1Jil)l1otey that tu new state and local t~aues 

exectl.y IQ1.I&l thoM retired, b&lt the outetaiii11DI 

aecurtttes wlll not bD replaead until e!ter 19~ 

and the f ull effect wtll DOt be felt tor near]¥ 

60 Y.&rao 

- 30 -
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AJsum1ng that the taxation ot future tsausa ot 

aecurlttes wtll result 1n a 3/8 or l percent 

tncreeae tn inter est rates, state and local 

tnteroet costs would be increased, ~ 1945 ror 

eXlll:lple, by only $23 1111111on ($0.18 per capita) 

or 2/10 or one percent or 1938 state and local 

expenses. At the end of 50 years when all tax-

exempt secur1t1es now outstanding will have been 

retired, interest costs would be lncroaaed by 

onl¥ $69 1111ll1on ($f.53 per capita ) or leaa than 

3/4 ot 1 percent of present state and local 

&Xpendlturos . {See EXhibit 17 . ) 

-........ 

- 31-
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To C&rr7 the e.Ml781e or 1nerea!!ec1 Interest 

cost a further , Wfl have calculated t he probable 

ettect ot the proposed legtelatton on local 

property tax rates tn 13 ctttee wtth a population 

tn exceea ot 500, 000. These ctttee are the large 

local borrowers . In theee calculattona recogn1tton 

waa gtven to the tact t hat all local debt eervtce 

!a not patd !rom property taxee. Moreover, !Ull 

allowance has been 11111.de not only tor t te ctt.r debt 

but tor t he ctt.r's ~re ot all overlapptnc local 

debt. Our coiiPUtattona tootcate that tt tax 

IXIIIBJ>tton had been cUecontlllUed laat .rear the 

Increased cost or bOrrowtna would r ewlt 'b7 1g50 

tn an adc11 ttonal tax rate ranging trom 5 oente 

Ptr $1,000 ot ueeesed valtatlon In New York Ctt,T 

to 23 cente tn aJ!talo. 

-32-
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tu rata would in no c1 cy amount to more than 53 

cents por $1, 000 ot assessed valuation. 

~ttmatsd tnoroaso in the property tax rates ot 13 citi es 
hav1nc a population above 500 000, resulting trom the 

taxation ot tuture Issues of muntcipa1 secur1t1es 

City 

$ 27 .14. $0. 01 $0. 05 $0.23 
95.20 0 . 04,. 0. 12 0 .53 
20.24 0 .02 o.u 0. 35 
27 .90 o.J! o.oo 0.29 
32. 06 0 .11 0.22 
28 . 61 0 .()4. 0 .20 0 .24 
26.8Q 0 . 02 0 .13 0.19 
21.e9 . o. o1 o.c:n 0.17 
'S7 .74. 0 .04. 0 .17 0.22 
'S7 ,14. 0. 04. 0,22 0.42 
26.76 0. 02 0 .12 0 .21 
32.27 0 , 05 0 .17 0 .18 
33.96 0 . ()4.. 0 .23 0.29 

• 

Regraded Unclassified



-M-

A*)J:Ii t!oe other ~rc'bable coueQUencos or ~:.,; 

adoption ot the propoMd lell llatton, tbe ret\md1DC 

0perattona ot state and looa.l govenuunta require 

special cone1derat1on. Retund1Di te uauau.r 

undertal<en tor one ot three reuona. oon~nt• 

.., wteh to ret\md at low rates bonds taaued eo• 

years earlier when tntereat rates were btpar. 

A gonl'llllllnt 1n default JII8T wteh to rettnance 1ta 

obUgattona. A govert~~~ent whtob hal ta.1lec1 to 

accwwlate adequate atDk1ng tlmda or hal 

dteetpated t\mda preYtoualy acc\.lllallated 'd:t nDd 

tt naceaeary to 1118et pr1nc1pa.l re~nta ud 

postpone ret1r81118nt of 1ta debt. 

-M-
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EYery 1ndtcat1Pn D01nte to the ccncl~1on 

that the proposea legtslatton wtll, t n general, 

have little ettect on the retundtng operattona 

or atato and local covernmenta . Retundtng ot 

callable bon<ls 1s l1ke}7 to be small because less 

than 10 percent ot state aM local bondB corry the 

•can• feature . lloreover, recent <locl!nee tn 

interest ratos have been so mar ked that rotundtng 

ot callable bOnda woul <l continue to be protttable 

notwtthatand1lll ao• increase tn the coat ot 

borrowt ... 

Tbt ~olume ot state and local <lebt involved 

ln detault ot interest or princi pal b.aa at no 

ttme tn the recent depreast on been large and has 

Blready been corrected to a subltanttal degree . 

- 35 -
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Retundlng due to detlclta ot atllk!ac 

tunda will probabq be unl-,portant In tbe tuture 

biC&UIIe or the ateaey trend trom •ter~~• to 

•aer tal" bonds aDd becauae or more stringent 

regulattoaa or alnklng tund practtcea . 

lllleh or the hard.ah1p that mt&ht reault tn 

retundlng could be prennted b7 pendttlng the 

new obllpt1oll8 to be tax-exe•t up to the 

111.turlt7 date or the obligation belng retuDded. 

!bla and other tJPe• ot apectal treatment are 

dJacuaaed ta a ..orandma on the problea ot 

retundtng whtch i: • aut.tttlag tor tbe record. 

(Bee EXblblt 18. ) 

- 38-

• 

Regraded Unclassified



-'111-

ID tbe tntereet ot tax 3\.lltloe and tbe 

ett1clent oporatton ot our eGODOIIV t he 'l'reUur)' 

Oepartlllent urae• that t ho 1uuanoc ot tax-exeii!Pt 

aecurlttea be <1tacont1111»<1 1D the tuture. It 

co~a teel.a that tba au~1<1)' that states aDC1 

looalltlea DOW en307 abould. be cont1DUid 1D eo. 

tom, lt -.v ~ accordec1 <1trectl)r Without proc1uc1D& .. 

the great l neQUl ttea and tho h1ihl7 \mdU1rable 

etreot on, enterpr1H 111l1ch result troa tba 

t•aenc• ot tax-oxoapt MCUrlttoe. 

I tuna ao. to tM queetlon ot tba poreo••' 

IUI'tax rates on tbe hfpr l"C~ br&Okata. 

-ffl-
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, 

It ha8 ~en aboWn that tu exeq,tton teDda to 

Wtdermtne the progresetve character o! a surtax 

rate schedUle and further, t t baa been noted that 

the surtax rates may be htgher than they would 

' 
be I! there were no tax-exa~~Pt tnco•. 

In constderlng the econOidc e!tecta ot hteh 

surtax rates, 1t ts desirable t hat we have a clear 

picture or What t he surtax rates are, how the7 

compare wt th earlier rate schedules and holr 1111.111 
•• 

people are at!ected b1 th•· 

The leYe1 ot Federal tncoma tax rates at the 

preeent t1M COIIPfU'IId with the len1s tn 1G~e Just 

before the war, tn 1918 at the hlghelt peak during 

the war, and !rom 1925-:51 at the a1n1- polit 

arter the war, ta aboWD on the accOIIIP&Il1'1DS Chart . No.2. 

-36-

Regraded Unclassified



-·-
It 11 d1tttoult to ll8ke QJ exact or h11bl7 

11811D1ngtul OOIIPIU'l!SOIUI ot the rate burden liT 

a1111Pl7 co~~P&rlna the liii.XliiUIII ratea, due to the 

dltterencea tn the potnt at which that liii.X1mua 

wu reached. 'ftle peak wu reached at $2, 000,000 

ln 1918, at $1,000,000 1n 1928, at $100, 000 1Jl 

1928 anc1 at $5,000,000 1Jl 1938. (see Exhibit 19.) 

In anal.7Z1n& tncor.e tax ratea tt 11 important 

to dlat1ngu1eh between bracket rates and etrocttYe 

rates. Tbe bracket rate to the statutory rate 

applied to &QJ epeo1t1c aegment ot 1Jl0ome whlle 

the etteottYe rate ta the anrec• rate on all ot 

the Dlt 1DOUIJ • 

_zg_ 

.. 
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In meuurt~ tax burdena the effective 

rate u much more stgn1ttcant than tho bracket 

rate . The use of bracket rntoe g tvee an inflated 

picture of t ho actual burden. For example, a 

person (me.rrlod man w1 th two dependents ) w1 th net 

tt¥:ooo ot $50, 000 peya a top br acket rate, normal 

lllld surtax combined, of 31 percent , whlle his 

eftaot tve rate of tax is 17-2/10 percent. A stmllar 

person with $100, 000 net income pays a top br acket 

rate of 59 percent but an et!ect1ve rat e of onl7 

32 percent. 

In analyzing the economic effects or t he tax, 

howevor, tho bracket rate ts often coro etgnlttoant 

than the efteottve rate. 

- 40 -
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!be t~r· a dec teton u to what tnveet.ent 

be should .a, tor exa.ple, wtll depend on tho 

tax t hat will be lmposed on the addltloD&l. tnco• 

trom that I nvestment and not the average tax that 

wtll be tmpoaed on all or h1e 1DCOIII8. 

In conetder1~ the surtax rates, 1t should 

be borne In 1111nd that income • s subject to tamtton 

ln thirty-tour states 1n addltton t o the Federal 

tax. The collbtned r ate, however, cannot be 

der ived by add1Di the Federal rate and t he state 

rate. State 1nca.e taxes are deductible t~ 

1~¥:0118 1n c()JIPUt1ng Federal tax. L1lanr1se, Federal 

1DCOII8 taxes are ueual.l7 deductible troll Income 1n 

COIIIPUtlng the state tax. In order to ehOW what t he 

actual coabtnatton ot wx1•• rates -.y a.ount to, 

we h&Ye aide COIIPUtattone tor 1ndtvtdUale at vartoue 

levels or tnco. tn several etatae. 
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'!be r esults are shown ln the t ollowtng table: 

N •ftl -' e\a\o la4h1n.l · - ,_ • Uoe U. tlOO t .. .. 1 .. \ocl 

-·· ot IICrlaz .... '- .. ,., aal .. tecl . -.. ... 

II I 

l lot. 
_.11 'Poclanl I 

'"" 
11157·11 • 1.90 ~·71 *R:~ • 1.12 rt6.n 
~·~ u .oo ,.~ 15-00 ll:~ ~·2- 2.~ 60.2, r::~ 1.n 

I~ ,. 6o.IO. 2.~ 76.-, 
57· 2.11 ~·17 ~·05 l o25 76·30 

l1 57·~ 2.~ o05 7 • 1115 lo~ 76.~ 
!;6. J 1!. 6o.'l9 ~.02 2. 76. 
55·17 6.~ 61.67 n .o6 6.50 ~·56 
51·01 1. _B·fi9 2 ·25 

., .~ 

5'1·21 s.oo .21! .~ 1.00 n.~ 

511·17 1·00 1M? 10.6& 7.00 n.61 
56·10 3·90 6o.6o ~.211 2oJ2 76·56 
57-23 JoOO 6o.2J 73·12 JoOO 76·12 

23 1 

am. 111\11 .. tart• allow 'P....U 1- \az aa a cl...,_toea oU.. • '-'" 
10\ . U .,,.u M •'-' Ula\ la Uoe nam allowlal Uoe .,....,_ s- \aa 

• 4td,...toa f or \ llo o\a\o •- taz. \ be o\a\a \aa oa Ula \op tlOO of $100,000 

h P'oa\ or Uoea \llo o\a\o \aa "" Uoe top $100 of $1,000, 000 •-· !Ide 

,..... Ulo fM\ .... , . .... ·- ...... . . . . aaltke u.. .,~ ....... .... 
Procroeotft a\ Uoe ldp lenlo of •- -' \lla\ \be 4-..too of Pocloral '"" 

... , • ._ ... pwp••• .. -·- for \llo "" nco ot $1,000,000 ·-
for Ulo \ap t100 ot tl.OO,OOO '-• 

1 
• o\o\o4 _, -olclorocl ao oDe ollaro of ooooa - d' Q' p,....J'V. 

ltl .... oao poroon\ -- ..._ 
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large Federal taxpayers le that While tho 

nllllber ot retume above $100,000 -.. onl7 4, 719 

tn 1936, or .16 ot 1 percent ot the taxable 

returns, these Ind1v1c1Uale racetved 6 .85 percent 

ot the net Income reported on such returns and 

patd 40.45 percent ot the tax. Other tntonatiOD 

as to tax~re wtth lnco.e ot $100,000 and over .. 
111 ebawn on the accompanYing chart. In 1937, 

4,150 P&rtiiODI reported 1nc011e1 ot $100,000 or over. 

The .axt.. mwber ot persons reporting tnco.e 

ot $1,000,000 and over wu 513 tn ).92g and tbe 

atn1lllllll maber wu 20 tn 1932. The n\lllber 1188 206 

1n 1Q16, 21 tn 1921, and .W tn 1937. Stmtlar 

vartattone appear tor other tnco. 1evel.a. 

(See Charts 3 and '· Exb1b1t 20. ) 

-.w-
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Although large Incomes are an Important 

source or r evenue, the amounts or these Incomes 

subject to taxation at the top surtax rates are 

relatively small . Only one 1nd1v1dual ha/been 

subJect to the 75 percent rate since it wae 

established. Consequently, moderate reductions 

ln such rat es would result In only a minor loss 

or revenue . The amount or r evenue which would be 

lost by reduci ng surtax rates t o various maximum 

~ 
points i s indicat ed In the accoiJU)8.rlYing Chart . Uo.*-

For example , 1! we examine the line representing 

1939 Income, we see t hat the loss or revenue would 

be about $1,200,000, i r the maximum rate were 

reduced to 70 percent, about $12, 600,000, 1! 1t 

were r educed to eo percent, and about $44,800,000 

!t l t were reduced to 50 percent. 

- 4~-
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These loes f tgures are baaed on the 

aa8W11Pt1on that reducing the surtax rates 

would have no effect on the tax base. It is 

our belief that the etrect over a period ot 

years would be to increase the base . The 

pressure to put tunds in tex-exElliiJ)t secur1 ties 

8Jld keep t hem there would be decreased. 'nle 

Inducement to avoid the income tax would be 

lessened. J.:ore important, enterprise would be 

encouraged wt th the dlminutton tn the deterring 

effects of he&Y7 taxation. 

1b1le we are, ot course, ••trw Interested 

tn the maintenance and increase tn the public 

revenue , a much more tmpOrtant constderatton 18 

the health and eXI)anston of the econo_,. 

- 45-
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I b&Ye alread7 pointed out tbe role Wbich 

tnveat~ent tn enterprise playa ln our ~c~~c 

llfe. I should like to stress again the 

tsportance of that investment. The apleyable 

population of the country is increaatng each 78U' 

at a rate of about ooo.ooo. several thousand 

dollare ot capital are required to gtn CIIIPl()JIIIent 

to each pereon. It ts. accorc11Dil7. btghl7 

IJIPOrtant that conc11 ttons be 1118de tuorable to such 

tmeatMDt. 

I ban alread7 pointed out ba. the extstence 

of tax-ex.-pt aecurlttea acta to c1tscourace the 

tmeatMnt ot nnture~ capital. 
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It ts perhap& unnecessaey to potnt out aleo that 

even astde !rom tax-exempt securt ttes the effect 

or h!gh Income tax rat es Is similarly to discourage 

Investments or this ktnd. The ef f ect or high 

taxat ion In discouraging Investment In securt ties 

h8v!ng substantial elements or rtsk as COJIIPIU'&d 

wtth sate securi ttes I!IElY be Indicated by an 

Ulustrat!on. Let us assume that a peraon tn .. 
Investing tunds has an opportun i ty to secure a 

3 pe:cent n~t rate in an investment that Is tree 

or risk. Le~ us assume also t hnt he has an 

opportunity to place his tunds In an Investment tn 

which there Is a 50-60 chance that the principal 

Invested wtll deteriorate so as to be worth onl1 

50 cents on the dollar at t he end or ten years. 

-47 -
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In thil case it there ls DO tax and it the 

iDYestor requires DO bonue tor taking the risk, 

the gross interest rate required in the caee 

or t he second Investment would have to be 

8.14 percent per 8.llJlUIIl to be equal to the 3 percent 

rate tree or risk. Now let ua conatder the caee, 

tr an annual ~ percent income tax ta tn errect. 

The groea interest rate on the risky investment 

would have to be 14.44 percent to make it equal 

to tho risk-tree tuveatment. 

Hlgb surtaxes are aomettcee defended on the 

groundS that pereoDII with large iDCOIII811 board 

their tunda, neither apendtng nor tuveating them. 

It te urged that a b1gh tax b.Y brlnglng the JDOMY 

tnto otrculatton would help to restore proapertty. 

- 48-
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JIOI,J'dlng of the ey-pe Mntlone<1 takes place Onl.7 

during Ulllted parts or the buatneaa c,cle . Tb8 

deterring 1ntluence or heayY taxes would operate 

to create permanently the very e1tuatton that 111 

sought to b& corrected temporartly. That is, 

• hen heavy taxatton discourages Investment, the 

result is 111<elY t o be more tdle tunc18 rather than 

leas . 

The tact that the top surtax rates apply only 

to a few persona does not mean that they attect 

the tmeatMnt decisions ot only those persona. 

'!be psychological effect or havtng the btgb surtax 

rates continually d.tacuaaed 1n tba press and 1n 

prtvate conversation iS unfortunat e s t nce taxp&Tera 

whose 1DCOIII8S are 1111ch too aall to b& subject to such 

rates are tncl1ned. to consider their tax burdens as 

1t the7 were subject to th•· 

- 14-fl-
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For tbele reuon1 

or surtax rates 1n the b1 

what point they should be 

your cone1derat1on. 

- a:o-
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JR 

Sccrct~ry of Stat e, 

' I 1nhington . 

GRAY 

Po.ris 

Dated 

Rec ' d 

June 

2 : 30 

12011, June 28, 2 ;:>. m. (SECTIO!i ONE) . 

FOR 'n:!: TR £ASURY. 

28, 1939 

p .m. 

Anpnren'.l:- convinced th!lt the decisi on of the Scno.tc 

on the M"ntt ~~ bill is p<>litical o:nd thnt a compromise 

11ill finrolly he rcanhcd, the F'rench fi•l'\ncinl press 

cf today r efrr.1 ns from MUki ng any profound ono.lysio of 

the poss i ble rcoults of the decision . Howeve~ i t i s 

evident thnt the opinion i s generally held here thnt the 

dcvr.luati on p01:trs of t h e Pres i dent poss ess nn emergency 

v~luc nhlch ahould not be abondoned under prc:unt worl d 

conditions . AGENCE ECONONICQUE briefly comments thnt 

the vote ngni nst the rcnrnal of the Prtaidcnt 's pollcrs 

might well bring for~ard certci n cxchnnge problems which 

have lately been lying dormant . Thi s paper noted that 

certain oper~tors sold dol l ars here ycsterday fear i ng that 

the Prcaidcnt might suddenly dEcidE to devaluE in case the 

Houoc confirmed the Sena te decision. 

( EiiD SECTION o;.IE) . 

BULLITT 

IQ.p 

Regraded Unclassified



JR 
ORA'! 

Po.r i s 

Do.ttd June 28, 1939 

Rce 1 d 2 : 40p. m. 

Scorctury of Sto.tt , 

·./o.sh1ngton . 

1209, JunE 28, 2 p .m. (SECTIOII T\"10) . 

In tht view of L1 INPORMATI0!1 tht significcnet of the 

Stnntt vote is less ~onctnry tbnn politico.!. This pnpcr 

considers that if tht dtc1sion is nph•ld ~t would bo.VE 

rcgrctt~blt conscqutncts . It predicts thct such a 

develOJX!IEnt would tmd to strcngthen thE dol lar and thus 

nttraot st i ll mort u nwantEd gold to the United States . 

As do many f1no.nc 1o.l sh£tts , L' INPORIIATIOt: points out 

th'\t such n decision would only seem to " d isarm" thE 

President , for thE rcnson that he would still bE ablE to 

1ncrense the pr1ct of gold , unlESS tbia ~uthority is also 

withdrawn. 
LE TEYoPS observes thnt 1f tht Scnatt decision 1s 

upheld 1t •·ould ind1cnt t that the Uni tcd Stnt es leans 

to-~•eN\s o t"b11 t z~ tl.on, c~:i that it would bE of pnrticulnr 

importancE to thE frnnc ns thE poso1b i l i ty of n reduction 

ln the vo.lut of thE dollo.r , " h nd consti tuted up to now, 

the principal Elont nt of unccrtninty in the i nternational 

monctnry situnt1on. " (It 1S bt11£vtd thnt this " "s m-1ttEn 

, 

by 
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-2- #1208 , JunE 28, 2 p ,m, (SECTION TWO) from Paris , 

by Otrma1n l!urt1n who i s ttmporarUy rEplacing .:cnny, 

the f i nanci al Edi tor) , 

SULLITT 

KLP 

.. 
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Secretary of St~tc , 

Washin.gton. 

GRAY 

PARIS 

Dated June 28, 1939 

Rco ' d 2 : 34 p , m, 

1208
1 

June 281 2 p . m. (SECTION THREE) , 

CommEnting on thE vote to i norcaaE tl'£ pricE of silvEr 

JOURNEE Il:DUSTRIELLE doubts that thE triwr.ph o~ thl: "silvEr 

mm" will bE of long duration, In this rl ..ptct .;his paper 

contcros that it is no t " brilliant politi cs" to 1ncr cas t 

the pri ce of silver in v1 £W of thE f.ac t (one) that thi s 

metal " is complEtEly dcvalor iztd and without any monetary 

utility" , (two) that the Am Erican Treasury already possesses 

25
1
000 ounces " which it docs not \mow what to do with" and 

(thrtd of the f'Utl.llty of prolonging thE "fiction" tta t 

thE dollar could bE coVE rEd with silver to thE t:xttnt of 

25~ when the Un1ttd Statt s holds more than 6~ of thE 

world ' s gold stock, 

BULLJ'l.'T 

KLP 
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SeorrtnrY of Statt 

Wo.shineton 

914, June 20, a p . m. 

FOR TREASURY FRO!l BUTTERWCRTHo 

ORAY 

LONDON 

.. 

Dated June 28, 1939. 

Rtoeived 1:43 p. m. 

ThE nt3otiations bEtwEEn thE Polish Delegation and 

the British Trenaury drag on. TilE Polra initially askEd 

ror 18 million pounds tar amamEnta , 12 to 18 million 

pounds tor raw mntEr1 als , 24,million pounds in cash. Tbcy 

will be pltnord and surprisEd 11' tl • ey cet ho.lf or this 

total . 

The Pol ea !love also asked the French tor armament nnd 

row mntninlo , credits and cash totalling 2 billion trnncs. 

ThE Bri tioh Treasury would like thE French to go joint 

~coount w1 th t h em. ThE Frrnch point out tho. t 1n the post 

couple of y~rs they ho.vt clrtcdy given Poland credits 

totalling 2, 700,000, 000 f'raneo , The Bri t1sh counter by 

pointing to thE as s is tare£ to Turkey . 

Koweve:r, it io eviden~ tl'l:t British Cll'l6 French assis­

tance to Poland Will b£ coordinated Md will most likEly 

br along thE tol1ow1ng l inEa: 

( 1) Crcdi to for c.r mamEnts , thE particular purchasE 

to 
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EO/• - 2 - #914, June 28 1 5 p. m. from London 

to b£ ntldE from E ncb oredi t to be o ondi tinnEd by thE 

renrmommt progr MI of England and Fraroq 

(2) Credits for r aw materia lo. Theoe may take thE 

rorm of placing raw mnterl. als within tht: confine a of 

Poland, the own£'rshi p r Eroining with the British and 

French GovernmEnts rEspecti vely, repayment arrangements 

to come into effect as thE mterials arc used; 

(3) Or edita for Polish munition enterprises . 

My 01m impression is that probchly the 3~ti'1h 

nnd French Governmcnto will give aubstantial asoiatancc 

to Poland for military purpoacs . They will not , for 

reasons previouoly r eported, give sufficiently to satisfy 

the Polco but enough to kEEp them in line. 

One incident baa occurred in the Anglo-Polish nego­

t1 at1ono which may have significo.noe for the future . When 

the Pol13h Delegation pressed its clc.1m f or cosh the British 

Treo.sury OUS3Eoted that they devalue the zloty. Th£ 

Poles rc~lied that i n tbct caae alao they w?uld need 

money for th£ creation of a otubilization fund . There-

·_pcn the Brit1ob Treasury did not pursue the matter f~-~ 
ther . My own hunch is tlr. t 1!' (rr.peat if) thE European 

situation holds together thio summer the Britioh and 

Frcnoh Governnent 'a may well approach uo with oome sch£mc 

for facilitating the devaluation of thE currenciEs of such 

countri£:3 
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countr1EG ao Poland, Turkty, Grttot , Rumania on th£ 

pltn that 1t 1a dtoirabl t and ru:ctoaar~ to take tht 

offtno1vE 1n tlu: economic nrd financial fiElds to ortnt£ 

a larger nrto. for frEer tro.d£. 
<..._< _( 

KENNEllY 

KLP 
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Secretary of State, 

WAshi ngton, 

RUSH. 

913, June 28, 7 9 . m. 

PLAIN 

London 

Dated June 28, 1939 

Rco ' d 1 :26 p . m. 

r'OR SECRETAHY OF TREASURY FROI' BlJ'I'TER:'IORTH . 

Z47 

1 , The Bri t ish Treasury statr.s thni it ~~s received 

i n the past few days rumors from ILnly regarding 

possible devaluat i on by one or both of tt.e axi s powers , 

but it regards these mcrcly as rumor s , conf i rmation of 

which cunnot be obtai ned, 

The Bri t ish Tr casury fw:ther ata.tes that the rumors 

regarding currency action i n Danzig arc •E ven lcss 

3Ubstanti able but probably spring fro~ the various 

actions by the Danzigers to i njure Polish interes t s , 

Inci dentally thE French Financial Attache got in 

touch ¥11th me to i nquire about the dollar devaluation 

powers , He expressed the hOpe that the ncw legi slation 

would contain such power s because he reared t hat the 

movement or capital from Europe to the United States 

would receive a new i Mpetus should th£ potential threat 

of any further dollar devaluation be enti r ely ronovcd. 

2 . After 

.. 
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2 . AftEr an idlE morn1n3 the dollar bEcamE 

activEl Y bi d in thE latE aftErnoon due to t hE rEcurrEncE 

of reports or German acti vi t y 1n Danzi g and Slovakia. 
-~J...-tt.Lt~~ 

The dollar declinEd to 468 1/8 at which point thE 

Bri t 13h author i tiEs i ntErvEnEd. 

The silvEr f ixing was not very large and thE 

buying camE from India which apparEntly rtgardE~ t hE 

40 cent Ameri can pricE as a f 1xtd one. ThE f l Ying 

price dEclinEd to 18 3/16, thE point at 11'lich thE Indian 

buying 11m1t ~ould bE mEt . 

ThEre was a larGE dEmand tor gold t~dsy and thE 

150 bnr3 11hich wErE sol d at fixing wErt ·~roratEd to 

buyErs on a 2~ basis. Ei ghtEEn litrE marriEd and 

the British fund gave onE hundrEd. 

K£11NEDY 

CSB 

l• · :I I :1 

~Hu; , , , '111! 

• ,I II 

.. 
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Secr etary of State, 

:vashi ngton, 

RUSH. 

913, June 28, 7 p , m. 

PLAIN 

London 

Dated June 28, 1939 

Rco ' d 1 :26 p ,m. 

i"OR SECRETARY OF TREASURY FRO~ BUTTER\'/ORTH. 

1 , The British Treasury etat r.s thnt it has received 

in t hE past few days rumors from ILaly regarding 

possible devaluati on by one or both of the axis powers , • 

but it regards ·tbcsE mer ely as rumors , oonf irmation of 

which cunnot bE obtai ned. 

The British Tr easury further statts that the rumors 

regardi ng currency act i on 1n Danzi g arc even less 

substant i ablE but probably spring from tht various 

actions by t he Danzigtrs to i njure Polish intErests. 

Inci dentally tbt FrEnch Financial Attache got i n 

touch Ylith mE to inquire about thE dollar devaluat i on 

powers , HE expressed thE hope that the new legislation 

would contai n such powers because he feared t hat thE 

movement of capital from Europe to the Uni ted Statts 

would receive a nEw i mpetus should thE potential threat 

or any further dollar devaluation be enti rely removed. 
2 , After 
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?.
0 

AftEr n!l i dlE morn1n.:; t hr do1lar bEeam.E 

act ivEly bi d in tbt 1atc aftErnoon duE to thE recurrEncE 

of rcporto of Gcrman act i vi ty i n Dan~ig and Slova kia . 

ThE dollar declinEd to 468 1/ 8 at whi oh poi nt t hE 

Briti sh 'luthori t1rs i ntErvEnEd. 

The silvEr fixing was not vcry largE and thE 

buying enmt f rom India which apparEntly rtgardEd tbc 

40 cEnt Amtrican pri cE as a f i xEd one. The f i xi ng 

pricE dtcl1ncd to 18 3/161 tht poi nt at 11'l1eh thE Indian 

buying liMit could bE mEt . 

Thtrc was n 1arg c dcmond for gold t~rlay and thc 

150 bars ~thich wErE sol d ot fixing wEr e nl"oratEd to 

buycrs on a 2~ basis . Ei ghtEEn wErE marri Ed and 

tht British fund gavE onE hundrEd . 

KElfiiED'i 

CSB 

\) ~· • Jll 

O$'Cif I '; · II 

·' 

.. 
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p.AJU.l'I!!UB or uurnu.¥ RIOBIYD 

JR<*I .t.aer1oan Jabaaey, Parh, rruoe 

DATI! June 28 , 1939, 4 p .a. 

l10o1 1210 

I'CR THI TREASURY DJ:PARTJJD'l', 

251 

Today there wae again noil muoh t rading, auch ae 

there ne b eing on a small acale, and w1 thout any 11&­

portant rate modification. In unofficial d•l1nga th1a 

morning t h a dollar waa f1ra, thh afternoon being moder­

ately offered on the official marbt. .t.pparently there 

waa no inter•ention by the fund. The etaurity market 

waa ner• ou• and p eaaim1ati o baoauae of Dalad1er ' a deacrip­

tion of the inter national situation before the Chamber 

yesterday. There wer e moder ate loeaee in all aeour1t1ea. 

BULLI'l"l'. 

0 
.• 

'• I 

U :LO 
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HJo!Jr: Hello. 

Opcr~to r: Ambaac:tdor Bulli tt. 

H!lJr: Hello . 

3111 
Bull! tt: Hollo, Henry. 

~(Jr : How are you? 

B: Flne I How are you? 

s::.rr: I 1 m very well. 

3: Good I 

:r:Jr: Bill ..... . 

B: Yes . 

June 28, 1939 
10:08 a.m. 

:252 

HHJr: ....•• the American Counsel at !Ulan sen t in a cable ... .. 

8: 

iil!Jr: 

S: 

S~r: 

B: 

B: 

Hl!Jr: 

ll: 

Yes. 

•. .. .. t hat he had piclted up f rom an American manufac­
t urer ...... 

Yeo . 

.••..• t hat both t he Italians and the Gercans were t llin.1<-
1ng of simultaneously devaluing on t he first of July. 

Yea. 

Today's paper oarries a dispat ch in the New Yor k Tioea 
tha t t here's t alk in Danzi g t hat they ' re going t o devalue 
on tho first of July. 

Yes . 

And I wondered t ha t -- whethe r you oouldn ' t sort of 
look into this and see whether this io just a rumor. 
Bu t the way we picked it up through a !Ul an manu1' ac­
t uror, plus a local bank, it looks as though there 
might be something to it. 

'•ha t' a right . 
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And it you could pass it along t o Paul Re111aud and maybe 
he 's got something. 

9: Yes. Well , Henry •• •••• 

B: 

3: 

r:!Jr: 

B: 

H!!Jr: 

8: 

Yes • 

•••.•. I'll be seeing h.1m t his evening and I' ll be eeeing 
everybody else in t he oouroe ot t he day. 

Good I 

And I ' l l get you all the intormntion thero is on t hat 
by this evening and let you have a t elegram. 

And the o ther thing , you aee on aooount ot t he pending 
leg1eletion, it ve knew t hat it vas going t o do thls, t hh 
would help the Presi dent to ge t through thla l egislation. 

Yes. 

You see? 

t.'h~tt i s the position on that? What •s happened in 
Committee? 

.. 
H:·!Jr : \~ell , the House hae not yet appointed a Commit tee . They 

meet today. 

3: 

:::Jr: 

!tUr: 

B: 

B: 

!C·!Jr: 

B: 

~1'! 

I see . 

Then they appoi nt a Coaoittee and then they go into 
conteronoe. 

Yea. 
And I believe ~hat t he House i a going t o o~and pat, but 
I don ' t know. 

Yea. 

But the situation is-- well , it --I t hink it's one ot 
the blackest pages in Amerioan his t ory • •••• 

Yea. 

•••••. t o see t hat t hese silver tellows and t hese so- called 
conserva tives oould get together and sell out the President 

That's t ough. 

Hello? 
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s: Do you think you're going to be able to get it changed? 

i()!Jr: \tell • ••.•. 

a: Do you think you can shift t he Senate over? 

ilJ:Jr: Between now and Friday night? 

9: Yes. 

!!I!Jr: I have grave doubts about 1 t. 

B: Ye&. 

~Jr: I have grave doubts whether we can get anything bet¥een 
nov and Friday night . 

~: \/ell nov, Henry, what's that going to do to your 
Tripartite' 

H!:Jr: I don ' t think it' l l 
I don't think it' l l 
thnt publ1cly. 

B: Q u1t e right. 

tor you, Bill -- ror your guidance , 
do anything, but I' m not saying 

H)!Jr : Hello? 

B: 

r:::Jr: 

3: 

F.::J r: 

B: 

Quite r i ght. I say, quite right . 

In t act , I'm saying the opposite. I ' m throwing out 
hints that I may have t o cancel the Tri partite . 

That 1 s right. 

But tor your gui dance t hat is not so. 

That' e right. Fine ! 

l!l1Jr: See? 

B: 

h"HJr: 

B: 

Yeah. Bully, Henry. \/ell I 111 get after tht.t right 
allay. 

0. K. 

Fine 1 

Thank you. 

.. 
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El!Jr: 

B: 

But look here •••••• 

Yeo? 

Whet ' s th~ news on the neutrality legislation? 

'"5 ' - :> 

I - - I have absolutely nothing and ae far as it well , 
they ' re -- they're having the fight in the House. I'm 
not up on it, B1ll. 

Yeah . 

I'm not I'm not -- I ' m not up-to-the-minute on 1t. 

f ine. All right . Well, good luok to you, Henry. 

Thanke. Same to you. 

Good bye. 

Good bye. 

.. 
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p.&RAPHJU.BI OF TILICIWI RIOIIVID 

JROW: .lmerican llllbaaey , Paria, France 

D.t. TJ:: 

NO. : 

June 28, 1939, 11 p.m. (Rec •d 7:27a. m. June 29) 

1218 

PIRBON.lL Fat THI SICRft.lRT OF THI TRI.lBtlRT. 

With regard to the matter about whioh you telephoned 

u: I eaw Reynaud, Rueff , Dalaciic and Bonnet and &eked 

t hem about it, but no one of th .. had beard the ru.or, 

nor did they ha<re the elighieet indication that it might 

be oont .. plated that such action be taken. 

BULLITT. 

U:t.WI 
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Scorcto.ry of St a t£ 

Wo.ah1net on 

914, June 20 , 8 p. m. 

FOR TREASURY FRO!.! B171'TERW<J\Til. 

ORAY 

LONDON 

Da ted JUne 

Tht nt~otio.tions between the Polish Delegation and 

I 

r\ 
th£ Br itish Treasury drae on. ThE Poles initially aslc£d 

for 18 million pounds f or IUT•lnments·, 12 to 18 million 

pounds for raw mnterinls , 24 ,m1111on pounds i n onsh. They 

will bE plused and surprised 1f t h ey c;t t ho.lf of thi s 

total . 

Th£ Poles hllve also askEd t M French for anno.ment nnd 

r nw mo.tcriala , c r edits and cnsh totnlling 2 billion francs . 

ThE Bri ti~h Treasury would Hire th£ French to go joint 

nccount w1 th t h tm. ThE French point out t hll t in the pest 

couple of ymr s tncy have c.lrecdy e ivcn Poland credits 

totnllina 2, 700, 000, 000 trnncn . 'rh c Br1 tish oountcr by 

pointina to the a a sis taro £ to Turkey . 

Howe ver, it i n evident thet British nnd French nss1s ­

to.nec to Poland will b e ooordi nat td nnd will most likEly 

be nlong the follo••ina lint a: 

(1) Cr edits for c rmaments , the po.rti oulc r purchase 

to 
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to be nndt from tach crEdit to bt ool'lllitioned by th£ 

rtnrmnmcnt pr ogrrun of England a ni Frana l 

(2) CrEdits for r aw materials. Thto£ mny takE t hE 

form of plncing raw mntEr1 als within thrz oonfines of 

Polani , tht o•nrrship rennini ng with the British and 

Prtnch GovernmEnts respEctively, rEpayment arrangements 

to come into effect as thE mtErials ore used; 

(3) Credits for Polish munition enterpriocs . 

My ~'n impression is thot probahly t he 3r'.tish 

and French Governments will give oubstnntinl asoiatancc 

to Poland for militnry purposes . They will not , for 

reasons previously reported, give sufficiently to aatisfy 

the Polto but enough to kEep them in line. 

:;:sa 

One incident bas occurred in thE Anglo- Polish nego­

tiations Which rztly hllVE signifioo.noe fOr thE future . When 

the Poliah DelEgation pressEd its claim for co.sh thE Sri tish 

Treasury SU$3EStcd thet they devalue the zloty. ThE 

Polco repliEd thn t 1n tbct co.oc nloo they would need 

money for the orcntion of n stabilization fund . There-

upon the Britioh Treasury did not puroue the matter fur­

ther . l.ty own hunch i s tlr. t if (rep ent if) thE EuropEan 

situa tion holds to3cthEr th1o summcr the Britioh and 

French GovcrnnEnt ' s may wEll approach us with somE schEmE 

for fncilitat1ng thE dEvaluation of the currencies of such 

countr ies 

.. 
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oountriEa ~o Poland, Turkry, Grrror , Rumania. on thr 

plrn thnt it io droirnbl£ ond nrotoanr~ to tnkt tht 

ortrnoivE in thr rconomic nnd finan()inl fitldo to crra.t£ 

a la.rgtr a. rED f or frrtr tra.dr . 

KENNEDY 

KLP 

:sg 

.. 
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Present: 

June 28 , 1939 

4 : 00 pm 

Chinese Ambassador Hoi. 

Ambassador: Uost kind of you to r eceive me. 
I know you must be terribly busy. 

IGI .Jr: ~eo, it is a busy t1me. 

Ambassador: I Just want t o lay before you a 
telegram from Dr. H. H. Kung. 

HY,Jr: {Read i ng aloud) "In view or report 
Senate favors terminate foreign silver purchase , 
plenae informally ascertain whether Treasury objects 
if we sell silver forward at London (stop) Telegraph 
lmmedlnte reply since action if done should precede 
probable pr1oe decline (stop) We have six m1111on 
ounces for July shipment which we would of course 
proter sell to Treasury. (Signed) H. H. Kung.• 

Ambassador: This came early thls morning. 
May I leave this? 

HY.Jr: Oh, yes. Surely. 

Ambaeeador: I know that you must be very busy 
and I don1 t want to tro,tble you , but llr. Xung wanted 
~e to reply as soon as I can, so I suppose you have 
certainly, no objection. 

HU,Jr: Can ' t have any objection. 

Ambassador: But I know without American Govern­
mo nt purchases, probably the price would go down very, 
very rnp1c!ly . 

HU ,Jr: I can't make any forecast, Ur . Ambassador. 
You have aeon what the Senate has done. 

Arnbats&dor; I have , Mr. Worgenthau. 

Regraded Unclassified



-2-

HU ,Jr: I can ' t make any forward comm1tments 
on t ho purchase of silver and will have none after the 
30t h of June until I see what Congress does . 

Ambassador: Yes, s i r . 

KM ,Jr: We Just served notice -- f or your i n­
rorontlon -- on the Canadian Government that we cannot 
renew our agreement for July. 

A mbaseador: How about Waxico? 

HII.Jr: We have had none since Warch a year ago. 
l e broke that March a year ago. The only o ther one we 
had was Canada and we have sent word to t hem we can't re­
ne• lt . 

Ambaesador: There is no chance or this 6,000 ,000 
ounoeat 

ill4
1
Jr: That ' s been offered to me by aomebody be­

fore tor your Government . 

Ambaasador : Yea. Mr. Hal , who was with Nr . 
Chen last year. 

HY,Jr: He spoke t o Mr. Lochhead. 

Ambassador: He probably sent a wire. 

Hll Jr: A couple of days ago· must have been last 
week. ~t tha t time I told h i m f could do nothing. 
I can't! The firs t t hing my lawyers asked me, "Have you 
any torwnrd commitments? • I said , No; none. 

Ambassador: I know. 
coming to you at this time. 

You must f or give me t or 

ffit ,Jr: I understand . That ' s your business . 
hnvs a motto, "Nothi ng ventured , nothing ga i ned. • 

Ambassador: Ver y kind. 

I 

HU ,Jr: And I appreciate , that is I can i magine, 
your feeling and I would like t o do what I can , but, you 

.. 
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eee the situation I am in. 

Ambaosador: I wae talking to the State De­
partment on the queet i on or neutrality. They eaid 
the matter ie in the "lapa or the Gode 1

• What hAp­
pened yea terday gave t he aame reeling, in th.ie monetary 
thing. 

and I 
Thank 

Hli .Jr: The lapa or the Gode 111.1at be very tired. 

A!llbauador: 
trust some day 
you tor g1Ying 

Ma7 I leave thie entirelY to you 
in t he Senate the Gode may change. 
me th1a opportuni t y. 

oOo-oOo 

, 
... 
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URCIDT 

tlWICIIUK 7ROK Cllu.GJ:UO 

.roD 27, 23t00 

Ill VlD O)' RlU'CitT SJW1'A'l'lt f AVORS 1'lllUIDI.\TB l'ORKIOJI 

SILVER PUllCUAS~ Pl.li.ASE IliFORIMI.LY .ASCliRTAill ll'llllo'TIIRR 11UU80RY 

QBJbCTS Il' U SBU. SILVBR J'OR•ARD AT LOIIDOI (STOP) 

TlliBGRA.HI IWIDIAT:I RlU'I.Y BlJIC:S ACTIOI If DOJI& GH011LD 

JR!iX:KDX l'ROlW!Llf P.UC:S IIBCLINR (STOP ) 'IJi HAY.& SIX 

IIIt.I.IOJI OUIICl!S JOR .J1m! Silll'KEJIT WHICH Wll WOtJLl) 01' 

COURSX PRUXR Sllt.L TO TRBASORY. 

B. H. IDJIO 

lllne 28, 1~39 . 
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!!!~Jr: 

(lperator: 

w:Jr: 

o: 
!!'!Jr: 

r. c. 
Harrington: 

l!HJr: 
.... 
n. 

!!v.Jr: 

H: 

H!~Jr : 

F.: 

!!I!Jr: 

!!: 

June 2S, 1939 ::64 
12:12 p .!!!. 

Hello. 

Colonel Hnrri ngton. 

Hello . 

Go a bend . 

Hello. 

Good JlOrning, sir. 

Hov are yout 

All right, t hank you • 

Oolonel Harring ton, tbe easiest vay -- I ' m a little 
hesitant about how to start, but tho easiest way is 
Juot t o tell you what happened. Sunday nigh t I had 
dinner with t he Pres ident and !·Irs. Roosevelt at 
Hyde Park. 

Yes . 

And we got on t his question of 8elt-Help Cooperatlveo, 
and I, as you know, am tremendously interested ln 
pushing t he t hing , and I asked t he Pr eoident about 
expanding t he program which he ia now ror. And I 
made the suggestion that if your organization - t hey 
ot art a bureau can te.ke on MUs Lanigan. and put her 
a t the h.ead ot it. 

Yeah. 

And the Presi dent sai d , •rine t• He sai d , •Call up 
Oolonel Harrington, • usi ng your nickname , which 
I -- not-- don' t know you well enough to use •••.• 

I hope you will teel tha t you do, at any rate, sir. 

Anyway, he said, •call up Pink and t ell hlm that this 
i s all right.• 

Yeo. 

Nov, I don ' t llke to do things t h18 way, but I'm Just 
,_os1ng t he thing along and telling you Just how it 
happened. 
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H!'Jr: 

HflJr: 

r.: 

5: 

lf'Jr: 

5: 

!!'~Jr: 

H: 

m.:Jr: 

H: 

HllJr: 

~·:Jr: • 

E: 

h'!rJr: 

l-l!Jr: 

- 2 -

Yea. 

And •••••• • 

~lell , suppose you let me go into t hat, will you, Mr. 
Secretary, 

fo'lno I 

And ge t in touch wi th you about it in a day or two? 

All right. 

I ' m in the Diddle or t his Jam, you know .••••• 

I ltnov you are. 

••••• • on the appropriation tor next year. 

I know you ore. 

And I'll -- well , I'll communicate with you about it 
after the next weekend, if t bot•a all right . 

After thi s comi ng weekend. 

Yea. 

Right I !~ow the poi nt -- the thing that I 1 ve sold, ot 
co u rae to the Presi dent is ah -- starting Just ae 
r apidly as possible , other Selt-Helpe, a1m1lar to t he 
lfasbington-R1ohmond one. 

Yee. 

But you'll be seeing him when he gete back toaorrov 
and I do hope tha t ~~n you talk to him about the 
other thi nga at t he proper time you 'll raise t his. 

I will indeed. 

But that wee what took pl ace and he 1e personally, and 
Hre . Roosevelt a r e treme ndously sold on this l!elt- rlelp 
t hi ng . 

Yeo. 

The i nteresting thing 1a he 1 R, for eo"'e t•eaaon, not 
particul arly sold on these rood at~p plana. 

.. 
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SMJr: 

K: 

HMJr: 

!! : 

9: 

~!Jr: 

- 3 -

Yeah. 

But ho'a tremendously sold on t he Sel f-Help thing. 

Yea. 

And ot course ~!rs. Rooaevel t has t his Belt-Help proJect 
down near scott's Run that she 'e so much 1ntereoted in, 
and -- so i t you, as eoon as you're above water, i t you 
would call me , I'd appreciate it. 

I oertainl.y will. 

'•b ank you eo much. 

I'll do t hat. 

Thank you. 
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June 2$, 1939 
12:22 p. m. 

HJ.:Jr: !lello. 

Operator: Sooretnry !lull for you. 

m:Jr: All right. 

Hull ' s 
Secre tary: Seoretary ~lorgenthe.u? 

~~r: Talking . 

Sec•y: Juot o. moment please , s ir. 

U'.Jr: !lello . 

Cordell 
l!ull: Hello, Henry. 

!C~Jr: Hello , Cor dell. 

H: I had n bunch ot zinc people ott in a room • .. ..• 

»: 

... ... 
3~Jr: 

~ : 

lCcJr: 

H: 

H: 

That 's all righ t . 

....• . and tried to convince them t hat they didn ' t need 
only so 1nuch time. 

I oec . llW!Iber one, we've dropped the pr1oe of silver 
again t o 3~ cents. Hello~ 

Yea, sir • 

he 0 re following the price down on the London ~rket. 
"o\1 oee? 

You ' r e following 1t? 

I'm following 1t. I mean • ••..• 

Yea • 

. .•.... t his 1s about what London dropped. I n fact, it 
dropped a 11 ttle bi t mol'S . 

I see. What you-- What you-- what ' s t he that's 
Jus t the course ot it on t he world market' 

!ii'.J r: "' ... ea. 
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Unaffected. 

Un -- well , that ' s what-- it vas a cent and a halt or 
more - - about a cent and six-tenthe lower 1n London thie 
morn1ng . • ••. • 

•..... t han it was yesterday, so we dropped our price a 
cent and a halt. 

I see . 

Nov, t he thing that's bothering me , every tlae -- every 
month abou t thi s t ime we send n letter to Canada • • ••• 

Yeah. 

•••••• telling them t hat YC will buy 1n t he succeeding 
month, thls oase in July, ••..•• 

Yeah. 

ID!Jr: •.•.. • a mllllon, two hundred thouae.nd ounces of 91lver. .... 

~: \Jhat kind of an agreement have you got that causes t hat? 

HI~Jr: liell, 1t 1 s Just a month t o rconth agreement Wlth the 
Central Bank of Canada. 

:1 : Yes . 

~-·.rr: llow, we haven't - we 1 ve held this letter up, and I 
t hought that the courteous t hl ng to do would be to 
notify them that the letter would not be coming pending 
action on the part of Congress becouce .•.. . . 

:l : 

!!!!Jr: 

s: 

ID!Jr: 

Yea. I -- I'd Just tell t hem that we're waiting -- t hat 
we 're -- t ha t we're wai ting the outcome of pending 
l eglalotlon. 

!low would you have somebody 1n the State Department 
t el l t hem that or do you want us to do ltt 

\/ell, lt'e all right for-- it's all right tor you t o •• • •• 

Well , I'd rather the Stat e Depar tment would let them 
know. 

Vell, now, we can do t ha t 1t you ear so . 
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1/ell -- well I - - i t -- it t hey woul d , 1t t hey 'd noti fy 
the~ t hat t h ere 'll be no letter t or thccmlng , pending 
thl o l egi slation •..... 

H: Yea. 

l!}:Jr : :tou see? 

H: Yeo . 

·::Jr: And it any ot your boys want t o o.olt any questions , 1! 
they' l l onll up Archi e Lochhead . .•. .. 

Ye~, Archie Lochhead. 

:r·:r : Yeo , ln '».Y ottice; he can glve them any ot t he details . 

:1: :;ell, I t h i nk probably we would want to go i nto e f ew 
phases so we might answer t h e que otlons ..... 

:f:.:Jr: Rl.p;h t I 

H: ..•.•. of t he Canadi ans . 

'!I:Jr: 

::: 

il! :.rr: 

:-: : 

!i!!Jr : 

:!: 

But I thought l t mi ght be-- it' s dieoourteouo Jus t to 
hol d t he letter and not malte any eXJ)lanut 1on. 

tie 1 re not under oblige - - we ' re not under any treaty 
oblige t1on? 

!lone . 

Yeah. 

I t 's Just t he understandi ng .••. .. 

Yeah • 

. • • . . • that each month at thl s time they can stop or "e 
can stop. 

Yeah. Exactly. 

Bu t the l etter should go. 

Exnotly. 

And not 50lng , I'd like to mnke an e xplanation . 

.. 
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Yea , all right, Henry. 1 111 got 1t t o them r1gbt away. 

'l'hMlt you. 

Yel\h . 
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1'11:1 n\Dkr or tre!.J)I~ oar~ 0!1'111>1! by raUro..aa 1~ ot t l>e l o ""'' 

polU alDOD 1907• 0~ tllao nUtllloJ: OQPpl7, ..... 45 poro&ll\ 11 o .. r 

-••1 1--. or ..... O.u 70 p.aroe~rt or tl>e · - 1-U·to• o.ro 

l!looiY J MTS o! O.!lO or older, onl 01117 ) p-~roen~ aro \IDO!er t on ,.......,. 

of ..,... I.JlS z:o&ri:all reo<f'tert 111 bua1J>Ooa &41 r~uro.d t~tlc would 

""" tn:o o l>OUle~lr 1A t h ts ttold ftlcb " ~ pracl p l \ata .... - • 

butin.l o .luj>l1cotion ot o"Nora , nnd l nnntort apoollleUon tn sOMrel. 

no r Utoa~a aro ourrant17 r<~Ur11loJ: abOut 100, 000 l"r<<l.;bt ""' o 

.,..-r w a.NUIIII 1 , 000 l.,......t h'... ~ 003 \ .o an oxc .. a l n lT hl )> 

10t Onl7 booaWlO .. r tbo lll;O ot t t.o rolli ll,l! l t<>Clr Lut alao -1.13· o! 

~ &12Uquet 'l4 and ........so-.. ooa:.Uuon or tiHt reUrooa.• ..,ohlaa abop 

.;-.1:-o at. lA tba l r.t ar t a o! r~nr:r, etl"l ol D/07 an! eoo_, ca 

11911 u or M\lonol llefeii.M , our roU ..-4 t,....pol'\eU on a:rat •A o!>«ul4 

be J:XId..rnlr.o4 G.! ita 0&1"!'71"<1 04pac1\7 1llcroue4. 

2. l'l!r n l:tl'C<Ida .. ..., DOt bljl1n t ,.,., !'lui!l!?!!t• 

'l'lle t&Jlro•da t ocloJ' baYe <uate -..u1s-ent \Jl pl!pl OGl h r.a 

~ c.uo tot" ou-rro.a:t l.o-rolo of \N.t't'1o . ?he, -.ow.d, e.r, ~ YVT 

oU)at eatlol oeTl~ troa t be oubatltut l on of aodorn ~ulpa>nt t or old, 

111.;1>-Mp:rtr co t • 1u1J80ot. Th- .....,t.r.;;. ere DOt beill!J roollucl -

""""" o r tbe etretehtolli><l tiJocn<ll al coru.lt ttoJ>. or t lw roads U1l .,.. 

or t bo ftrT UI>41U'1\eDdabl O NlUCUDcl or tLe IIIOnq,_Onte GM CU.N OioMl 

1o 1nc.,...o turUior at t hla tU. t be rt.x'<i debt or tbll rode , or to 

4oplot o tte t r oenb ..-ourceo. 

) , ic tM d....UOOII: IP7 b " brolln. 

CortoiD - da, 1A ol'll.ar t o achten \he oooDOIII1e• o! equipa>nt 

-.b1.1.- -dlas t b taourrcco or dobt , bon o11t arocl u to 1-l llil 

~s wi th tba ••ui~11t ~1'11. Tile e~pa>nt -=a, 1111 ..,...., 

aro 1a • PMUloll t o pont tovorabl e toma or 11<\tu rtt!Jia rar auch 

louea 1D uq atuQlo Tol- I t 1a P"'P'>'"'• t bare!oro, t bat tba 

!l"Y11'11101lt, t b:roll;illl the DC, sboul" un:!or\elta ~ pw<>beae • >u1Ja>d 

QpOII t bo apooltt oatl0115 or tbll r<>ado , aru 1 .. ao t~ o~u1Ja>Z~t oa !'no~ 

ol>b , ._,_ &ld t<~r T~ ,rto.IJI t o _, t he Yllr7lll.l 1100011111 u ... of 

<ll!!or.ot l'Oeda, 

The ...,...,.. to l et oontrcota and t o 1.,...• will DOt "'pplADt, but 

l"&lhu ..u1 ·~"'• t ho ,.._ ,., ~ po-.era or t ll't arc. '1'la*7 

wW PI'OY1do t he dO'I'U IICilft t wl tb t1JIII>Mlol l DStna lit& Of \h 11'->111 

n~>rtew~7 to •~•• tbe "~ r.qut..->llta ot t bo at l'O""' 'I'Oil.k, ami 

~~ l'Oftd.l . n th tb a<!tU \lOll ot tboaa po•n t bll I"Bill''ed 1A 11 44 

or <>Quipa>nt ao,y purcbllua 1t c11root17 or t hroq;h t be RJCI 11<\7 ...,._ 

tuu U tlc ~llhl7 or OA1J' QOD t h• oOQ;pleUou of thJ 1.,.001 .. 7 

l tca• tor 1-.: or abort t<m101 ..,. el tbor u l n s r ou lllc or ~»• 

bute, Jlo.,._U', t boa<l III1W ,......,.. rill proytJ• & _.., DOt hl tb..r\0 
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aftlla!:>l o ror tllo NllebW teUon or ol4or ~lllJa>nt , ror tb!o -•1'11111-
a~toll ot 'ha .,.ohSLe o ,111pa311~ or .... uroa .. ol.ope, fA1 tho eorappep 

or obliOl ot e oqllipa311t rlll be h.c1Uteh4. J lMllr, ' brouab k.a pool,. 

~ Of OJ'4.>ra •n.J t he Ot111Ql• l OD or ft lO~OC>I\lO 111'0,.,.., OUbo~ 

llal ecoo~taaloe 1D ~ .. lltlldJt,s or oqu1.-at will artao aal u 1a -t<!Cl 

tl:et a ptirl o! tb- econ<aleo will be peno<l alOQg to ~ r . Uroa4o 

ln el l.ll.r l O'<'Or purobbao pr looa or l oul na "''"" t lllln oro - lloblo 

t VJY ..., 1'0114. 

a . ,\t Oil" oxti"'DDI al._;llt bo ~h, a tralJllt htrJoop\D"CbDoe 

·~ea.nt wb>,.'b7 a J'Oc d M:f oatu late a e>on,..et wltb ">a 

RfC h l oua e c n a b > ooount or o ,ul pa111t or oon alD a pac1t1ee.­

loao , t l tlo to reYort t o tho l ooooo u;on ooaplotl on o r l oono. 

b. At t ho o\lar DZUw:o, lt 1a - • 1bb \ bat \lui 1~,... ~ 

bo ,JraJrt~ t <1t' o tom BD nllort eo tllri30 to t1YO )'Mrll , ro,.,...blo 

)'O&rl.7 't.bto~roattar, at currant abort-tom ra.toa or l.Jlt rost , \l:lit ll 

th e o.r1.J.b~~.l ~t ' o ~!: .-oTI'l"'CKIIt. 1• ropclio , wt.or ' \QOD t t t lo 

will roYer\ ' " t bo l oon...,, 'l'IWI a1 ;ht bo eal.ool a rnoo&llle 

acquioltloa l oaao. Vmor ouch o.n orron,:..,Dt thn raUro.cd 100uld 

to1'to1t lte o ,u1t7 rl.,;bU u;on t ollure t o roliOII tb~ l o ... o . Cpoclol 

p1'0'f1don al)lt aloe llaTo to bo • .:. tc ouare tl.at the •1"1J~Lnt 

""' ... tnulntJ 1D sood r&pc tr. 

a . 4 ,.Uroa4 ah:>rt or CA6h ~J;J ban a •~bot.,ntl 1 block 

ot e1uli8>10t 1D n oJ or a j or -....1re . It c. r.Mt , hl> ...., ... , pl_,. 
nuob oqulJII>nt 110 ooourley tar o n•• l o· n. In auoh c l re\DOtCMoo, 

un4or tho propo.o.t .,.,. po • .ra , t h lll'O a '1 conu • ct to p\D"Chl>oo 

tho oqul-at , u n tlloo rep ira ovrto4 out , on 1"""• tl.ta . , ... tp. 

aant to tho road • 

.s. Mye.p!!ttu to t b11 l"'O'"tda. 

'I'll• ohlGJ' a.:Yonte , .., to t ho :rallrocda or • 1M 11\i ~nt 

oro aa t ollo;oal 

•· 'l'lwJr n -.ocl. 111>t laCIIJ' o fiL.t de!lt . 

b . n&y D004 111>t put 'liP 20 p~rc.oDt ot tho tal t l <>l ClOSt , u 

t o CUIOtcsal'Y prr.otico - · alll1 """h !'fl<'\D"CN o"" b roleeee<l 

tor uraanu,..uac~.a ~allt ...... Oil u .... , ... tru >tiii'OI . 

o. AD.-1 cllo1\loG wU l boo l ower booM"'" ot \ b> eo~na:oioo 

ot l erg.>-"46la purelloo.o l .Ql;, 1>-IIH ..r SI"'OIt •l' tollol&r4izatton, 

booa ... e Of tho l ow lat~r .. t rot 8 OD ;;<>Y ~nt-')U!lru:t -ad o1>1~ 

Uona , IUJo1 b<ooallll• or tnx ea•1~· 

d. 'rho7 """ NbobllUota old.., a~uipamt anl -.oJ'Ili:o - •> 
1n~ nhopo wtt bout taeurrlru dobt or depleU n;: thatr cull :nos uro• • 
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!M - · --· .... _ , ooald ... J!I'Ot"'\ecl la ' " toll.ewtJii - · 

&o J.a:t :NCI .. , ..... 1a . riOM _,.~IIOU .... laJ'olO --
wouJ.4 JI'O"lUo J!I'OtoeU oa t or t he oo. • .._.,,. 111\'oo- llt. 

11. 8peo1t1oattooa or roado for Olv.i.,a t t l.,y will l ouo _ , 
l>o •ppl'O'fool 111 tho RIC. 

• · !1'1111 atn•- Sono ot 1- wU1 bo au.rttcl oa\17 1811& r or \ be 
1- \0 eo<tv.1ro a t l eu\ a • l&lllt"S.Mm oqv.1' 7 ~t. wlllob lt 'd.ll 
aaerlti oo ... ra.uure \0 -\be 1Mae aDJ llllioll Wlll ..... \0 • -

1-· 
4. I:a t be - or \ho aho....._t ono 1- . a •JMial ~ 

could llo ...S. tor tho .....,a.o ot """~•UJII • fiD1 a..U.lllo t w 
t bo l'tat>aola.; o r -.Jor ..,.u. . 

• 

':. 7o 

... 
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TO• Soorotory Uorgonthau 
FlK.:Oh ~r. Qaaton 

-!\U\8 29 , 1 ~9 • 

:;tfJiXTt Intordopo.r tl:lental ..,oting on loan proq.., . 

At a aooting a t your hoae on llednoaday even1t>11 , Juno zs , 1939, 

tho~'<' wera proaont tha tollowi~ poroonat 

Sooretuy ltor&«>tbo.u 
Sooretary Walloce 
Joaoo Jonos, Chainollll of tho R. P. C. end Adnin1otrator­

Ooa1t;,nate or the l"'odoral Loen Ac•noy 
John Camod:f, Administr ator or the Rural Bloctrification 

A~iniotration sod Adminiatrator-Doa~nato of tho 

Fodoral Wor~ A;;enoy 
Allan Johnoon , who iS to be Gororal Counool or tho 

Federal \Vor l<• A&onoy • 
Thoa o H. t.!acDonald, Chi of, Buroou of Public Road a 
C. B. Baldwin , Aooiotant ~iniatr•tor of tho Farm 

Soourity Adoiniotrktion 
Lo,..ll l(ollott , Bxooutivo Dirootor o f tho National 

Eoorconcy council 
L&uohlin Currie , Bcanomiot of tho l' odo rol Roaorve Board , 

1n hia .. pacity u EconODio l.dviaor of tho President' • 
F1acal c d llont>tary Mrtaory CCODll.teo , 

md tho followi~ troo the Troo.outy Dopo.rta.ctt 

Bel Foley, General Counael , 
D. 11. Boll , Fiocal Au iat111t to tho Secretary, 
Harry White, Director or llonotar')~ Reao"rob, al10 in b1a 

capacity u advioor to tho Fiacal ond J.tonotary 

Coooltteo , 
Coors• c . Ra&a , Dire ctor or Re•oe.roh t'nd Ste.tiatioa, 
Eu~;ono Duffield, Aooio ton t to the Seorotaty , 
Jol~ W. Ranes , Under Secretary , 
Ue rb<!rt &. Gaston , Ao oi stant Secretary. 

Tho purpoGe or the meetinc, e a prerlouelj.' amOI.lne ed, .._. to d iaoua a 
tho now &elf-liquidatin& loan progJ"&III 1n p repo.rot ion tor the Preo1dont• a 
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f'r eor. coni'oronce or Frid~ , Ju.no ~th, at llt\ioh po r Gona cU. rootly r o-

1por.tlble ror tho aclml1d atratlon of varioo a phaaoa of tho prov.., are 

to oxr:~in thotl to the pr•••· 

A buffet eu.pf:e r waa served . .l.ttcr t ht 1Uppo r you outlit"1'd 

briefl:f the ['IU:-p()IOI Of the ~OtiniS &I abcn'o end your roc.at+.a woro 

••rPI•nentod by Ur . Mallett . You thon called upon rJr. l!aas to explain 

• c.oa :-t. s.howlt..g the &ource or f'unj. in publle pu rohaoo or guart..ntoed 

,~e.Jt' ties ., tMl r channeling thJVut)h a mw loan corpon.tion., o!" whloh 

t.ho Cncret e.ry of the Troe.oury is to bo Chu1rme.n tnd tho other uaeobora 

tho Secreta~· of A~rioulturo end the Administ rators of thtt Fode rhl Wor kz 

enc! 1.061l A;,:;encioa , tho dlatribution of tho !\lnda to Fana Seol.lrl ty loan s " 

Rurol Elootri ficotion AclnUnis tr•tion loe.ns , aolf- liquidatin;; bi Q!ny 

l etanc, non-Podorc.l public worka, railroad oqu1poont end t'or oign lonna . 

~r. Hu.o nplair.ed that tho chart corrospondad to tho draft of a bill 

wMoh l'tld boon pre~rod for cubr.tission to Con;;roaa . 

llr. IIMDanolc! ,.... then ca lled upon to explain tha oalr-Uquidatitl& 

rro.;r~~<> for highwllys . lie produced copieo of a report Juat hauad rro .. 

the pres s g1v'l~ t ht r eault s or a ooopo r nti vo sut-voy oonduct·ed. in forty­

c!x ata~es by tr.e Buraau o f Roedo in conj umtion With tho hithn;l dopart­

r..entc of those st .. tea . The only o t.ates oadttod f ·rom the SJr"'fey wore 

::cT: 'tor k end 1:ow Jer sey , whose hiiY'wn.y dope.rtmonta , Ur. 1JacDon•1ld ox­

rl:;.!ted , havo e.v&ilable tUr l y ~eque.te date. on thoir ayetoae . l.!:r. 

~··Donald outUnad the character or projeata -.hioh ""uld ba auaceptlble 

of dovolopmont, in v.holo o r in po.rt , acs sttlf-liquido.tlnc worlc.a. Thoeo 

inci,.Je a throu&}\ hi&)rny f rca BootOJ> to lVOGhinjlton or Richmond, parts 

of -.h1oh could be handled on a toll cr otho r sol f -liqu i utill; baolo, 

vcr1CJue tunnels ond brid&oa and eity a.rto r ial dovolopnonte coab1ning 

e! roul t by- pusae With dopreuod .. rtorie.l hi&)>waya throu>;h oltios. In 

oonnootion with tho let tor typo of proJect lt was oxpl&ired thAt the 

plt!.na called for dopraaood t horou&}\f•r • • thrw&h tho l'eorts or oitloa 

for ~1\ich It would ba nooaaoal)• to toke a 11tnimuo of SOO foot ond in 

C(lnr.oction w1 th wh ieh t here coult be exceaa takir ~ of' dop-ooaod- -:&l uo 

roolootate for davolopll\Cnt to yield ~ pr ofit . Ono of the ph.no shown 

•• typicel h for ouch a devoloJllll"nt in end around Baltl.n•ore . Chio•so 

has alreNly ontorad e.n application for a aillilf-r dnoloJll"'nt rroo tho 

Lako V•Ostwnrd e..lof'IG Cong re ss Stree t , but !Jr. Ue.eDonald relill.rked tr.at 

tho ple.ns cubmitted for Ct:Uca~o "ere not adoquato nor eat1 sfactory at 

prca:ent . Aa lo IGC:e pe.rta or thea& projects , not•bly the northeastern 

•oaboard artorial hl~, tho toll dovico coul<! be uood . AI to otl'er 

projeote it was expla.inod th•t it would pr oLably bo neeeeea r y to co.nr.ar k 

ru ~uro Gtat.o rece ipt:G tron s aeoline an4 e ot.or '"teh iele t"xes tor aervieo 

on tl,o obll ~ations in order to put thotl in the eolf- Hr,ulutlnc; claaa. 
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llr. !lacDondd Ollao told of a JI'Oject bolllfl p romoted In Loo 

An;;olos by tho rromotor of tno 811{ Dric!go at s ., ~'rancioco, ·•hlch 

11 ono o f a oyot..,. of arterial hir;bwt.yo for tho uoo of whl. ch opocl&l 

to;;• """ ld bo a old to make tbo pr ojo oto nlr-ollot&inlng. llr. llllcDont.ld 

ocoupied tho halt hour troa 8•30 to 9 •00 with hio oxplcnatlon, inoluclinr; 

dioplay ot variolll charts and plctllros . At that hour tho 11ootlnr; 

rocouod to listen to tho radio broadcoot or tno Loul8- Galonto tl&)lt, 

which t onninotod at oxaotly 9dl0 , 

At thot tl..mo llr, llollott, a.rtor oonsultatlon with yw a.nd with 

.., , modo tho su cnootlon thAt ldr. I.!AODont.ld IWIII!&rho hio oxpla.natlon 

iu t en 11\inutoe juot as 1t ho were doing it for the preaa oourerenco. 

Thlo UaoDonald did , using about firtoon lllinutoo and prooontin& tho 

c otor l &l in a •-What oriapor taehion. 

Chairman Jones '11&1 then ca.! lad 11pon to diacuu ra.ilrco.cl oqw._.,t 

and f oroie,n loans. Tho oul>sta.nco of hio rerno.rkl wao that ho didn't 

know ~hothar there ""' or was not any 11roe.t no od tor olthor of thooo 

t-;poo o f loanu that hil ori:Mi ntion _.,.lei ba willing to ma.lca thea If 

t~.oy t;ot tho &pplioatlona; tnat ho thou&ht they already lad tho &llthorlty 

to .. .a.ko l oano 1 n both tho so cluaoo a.nd had In tho past b0111 doinr; oo""­

thine along thooo Uno a, but t hot tno grantlnr; of addit ional authority 

tnd now mechanism probably wouldn't do any ha~. 

llr. Camody ns tlan c alled upon to diaouu both non- Fedora.! 

rublio worl<o and tho Rural Eloctriflcatlon pror;raa. Ho bo£011, -••or, 

with a discussion or r 6ilroad equipment loe.no in tho for~~ of a reply to 

W.r . Jorea. 1-lie mmne r •• eomswhat exuberant and ohoortully pugn.e.Gioue . 

Adve1.o1113 on Ur. Jones he rom&rk:Dd that he we.a t.r1 old railrood man and 

tho~ ha tho~t ho know aOQOthlng about railroads. Ho said tlat ...,llo 

l-...o ..,, workin& on tho re.ilro•d Kr. Jor.• was ul::i.ne • ail lion or so in 

real oatato In Texas and that whi le ho approached tho rs! lroad oqui~nt 

problem f'roa~ tho .tonipoint of .. man llt\o knew railroade, Ur. Jones aeolDitd 

to a pproach It from tho atondpolnt of a roal ostoto man. Ho atotod It 

..,., hi& belief that the railroad plant -• badly run down! that their 

polic ioa bad boon governed by banllo ra and rca.! eatato DOD one! not by tho 

oporatl"6 Mill that the operating a on would like to have ,_ and bettor 

oqu!po10nt but that the directors and ba.nkers would oot lot tho::~ lw.•o it J 

thot the re woe g roat need, po.rtioulorly f or re-equipping tho r&llroad 

thopa all tho - y rrom t la J.tla.ntlc Seaboard woot to tho lllaoiulppl 

River and thot it tho problea .... ,.. attaokad enorcet!eolly & &roat deal 

or uoot'lll t11d noceuary ....,rk could be turnilbod. He oa.id the aut.-oblt. 

industry we.o a shining oontraat with tho ra.ilroad induatryJ tlat lloltor 

Chryol or had taken a chance and opont a lot of money to buy tho latest 

mechonloa.l oqui paont for oaldng <>ara and that while o¥orybody ooi d ho 

wu cra.1y the rea1lt waa that he 1ntroduoe4 new ooona:Uea 1n production 

.. 

Regraded Unclassified



• 

280 

- 4 -

thAt INidO t Ill expendI ture well ""rtb W\1le, He oa1d tho ro.ilroodo 

could do th e SMIO th.ing If they lao t ill brains and vioion to do it, 

J!Jo !!ill , he said,,.., another reol eata.to man who ran a ra.1lrood , The 

n.Hroade , he e.d.dod , a.re all 'bueted except caybo Ha.noy Cou.oh 1 e railroad. 

•a.,rvoy•, he sai d, "la eacain& to town toaorrow t o a eo c.e , but 1 \I..Ddoratan.d 

he s•• you tocla.y, • (This wa.o • reference that could not be lllhtaken to 

R.P.C. loons to Couch, a tormer aaeooi ato of Jonoa in the R.r.c. ) 

P&osine t o non- Federal public ""rica ho soid of couroe It waa go iJlt 

to lte dl tClcult t o ~:et localities to take aelf- Hquldat l n& l oano >men t hey 

had been occuatomed t o get tin& hendout• , but that al'ter thoy t owJ! they 

couldn' t ~ot the handoute , he thoc ght they woul d oano i n tor tM loena . 

Ho uld of coureo Ur. Iclalo doesn' t believe thot, beoouoo he Hlal o to 

olvo away noney. Ur. Ca.rmocly lnteraperaod hia N .marlca with tCI&:lewhat 

b&lU;:.orent qt.:oatlone addnaeed. to tlr . Jooea , w1 tb &esturoa , t o none ot 

..nieh t:r , J oneo rep lied. Ju1t al'ter he hod taken hh tH"g a.t Secreta.ry 

lc~& you interl'\lptod him t o ask: that ho plea.eo ca.lt tho poraonalit ioe . 

You sold that wo wore all hore together to do whnt wo could on tid o p ro-

;;r.., N>d to get roo<ly to ooll it to tho nowapapere, Ur. Jonoa asked 

l<by &! I the att ention to tlw n.,..aptq>eTI Iince he thou;;ht oelling the 

r:-q;nn to Con..;roaa w·e.a our c hief' cbj ectivo . Ur. J.tollott repli ed that 

t ho r.owspepers ""uld. haw a. t; reat dool to do wi th aollint; tho pro br= 

both to Congreu ard to t ill publlo, bot h of whioh ""rene oouary. 

At t his point Jlr, Ca.l'lllocly resumod hia r emarks pe.slin& t o Rural 

~!octrlfic&tiOD o;nd tollint; o r tho &t.tllraototy P'O&TOII of that p ro~;rut. 

<c atl ll hold tho floor but app.rently bad cooploted hia expol1tlon1 

when you o,Gked Ur. Velle tt 11tlo wa& to ttlce up tho next oxpla.no.tio.n. 

l!r, L:ellott oalled on Seoratary Wallace Who b rou ght ro,....ard Ur . 

ilf.ld• le and llr. Baldwin t old how fUnd i oould be u .. d in till up..,slon ot 

tho r ohabl litat!on .,.d other loans or the Fo= Seourlty .&d:oinil tr.tlon. 

Ke aoid th«t tho borrower~ from tho AciJoinlotratlon hid !NOde a.n oxcollont 

record i n ropo.ymont ot the!•· loono , but added th«t duo to tho ca.retul 

budzotlnt of theiO loans , the ,.,.11 amount o In 'lll>loh they ""'re made ond 

t ho t roe.t a1:10unt ot advice tnd aaalate.nc• r;J.ven • ..._. the aorvioe ooata 

!T•"'!ed about $40 a. year on anr-.;e loan• o f $600, thua exoeeding by 

.10 t. year the five per oont interes t return on t ho loan. Quostlonlnr; 

devel oped , howovor, that the character of this aorvi ee waa ouch that 

It shou ld not be wholly oht. rged to oxponae or l oon• but wao rat her 1 n 

the natu ro or a aoo1e.l rehabilitation aoniee. He told hew tM net aa cet 

position or moct o r tbeae taailios ht.d been w ry lu botontla.lly lnoreuod 

&$ .. roeult or tho loana . 

Thoro followed some gonere.l l.nd group diiOUIIiOns . art.or til ioh 

t t.o ::eotlng broke up. .utor the othon ht.d l<!tt you talked tor a to• 

=it:ut et with l.Grell Slollott md me OD the eventa o t the -.vening . You 

o:q;rouod your revet llt the Co.naocly opilocle t.Dd we o.ll -.;rood that yw 

cou ld do nothi ng 1o 10 u holt than to interrupt hil ..,at poroone>l re<>~~rl:•• 

fi 
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GROUP IIEE'1' I! I 0 .Tuno 29, 1939. 
9:30 a . l!>. 

Pre•ent: 

H,li, Jr : 

llr. Hanea 
:.tr. Oaston 
Mr. Poley 
lolr, Duff1eld 
Lira , Klotz 
Mr. McRe~olda 
Mr. Bell 
l~r. Lochhead 
llr, Oravea 
Mr. 01bbons 
llr. Haas 
llr. Wlllte 

Wac , in order that we can see tneae different 
people - I ' m aee1ng at 11 o'clock the big staff, 
am I not! 

llcR: Yes , 

llcR: 

H.:I . Jl': 

llc1: 

H . ~ .Jr: 

llcR: 

H. lol , Jr: 

MeR: 

l!e!!: 

All right. Well then, in order to run this thing 
off, tell Dr, Parran'a people to be here at 11: 30, 
and at 11:45 the architects , 

Yes , air , 

Huht 

Yea , air. 

Dr. Parran•a people at 11:30, architects 11:45. 

Anything el.aet 

flaeache reported to me on the golf course that that 
special appropria t ion for Coast Ouard for additional 
boats and things of that ki.n<\ was out; tne only 
thing they were getting was the Kodiak station, the 
reet of it was put out by the White House. 

By the White llouset 

Yea . 

What do they mean by the White House? 

That Waesche was informed it was the President ' s 
budget - it •as the President ' s decision they'd beve 
to delay the other, that he'd give tnem only the 

... 
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H.li,Jrl 

H.ll, Jr : 
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Kodiak station. 

l~ve you asked the Bureau or the Budget yourseltt 

I htlve not. 

Well, will you, pleaset 

I will. 

I moan "the \'lh1 te House" 1a sort or a generi c term 
these days . 

lleR: Yea. Covell caJ.led me •• •• 

B.U, Jr: 

llcR: 

S, !l. Jr t 

H. l4. Jr : 

Kcil : 

Gaston: 

H. ». Jr : 

Well, llae , let's keep moving. I•m under aw:ful 
pressure today, I mean. But ask , and let ' s get 
it •• • • 

I'll ask them. Now hera's a letter I think you 
want to sign to Harry Hopkins. Nell didn't get it 
in time. 

Vlhat is it? 

It's on this •• • • (words f ade oft). 

What does i t sayt \'lhat 1 s the purpose of itf 

Well, i t ' s fixing - I wrote it las t night- Forei gn 
Trade Zone Board asks •••• 

Permitting the City or New York to make further 
improvements 1n the tree zone at Staten Island. 

Let me sign it, then you leave 1t here. What 
happened last night? 

lleR: llaybe I haven ' t been awake long enough - maybe 
because I was awake too soon - 8:~0 today . 

H. J! . Jr: 

Now , Dr. Phillips recommended n chap nomed Arthur 
Webb - CUstoms, New York - to be appointed as Deputy 
Surveyor. 

All right. Well , you and Steve and Herbert Gaston 
decide it. I mean it's a question or appo1ntoent • ••• 

... 
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MeR: 

H,M, Jr: 

llcR : 

!! , )l , Jr : 

Hance: 

Graves: 

~:. ~ . Jr: 

Craves: 

P. , l . Jr : 

G:-aves : 

l!. !l , Jr: 

Craves : 

h. A!. Jr: 
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It's too old, He'• out. 

Yes , I think you have to turn i t down. Steve 
recommends against it. 

All right. O. K. 

Tlw.t 's all . 

~OJ 
-U 

!low, !f.cReynolds , this i s the instruction from the 
President on the question of Milit ary Intelllgence , 
Naval Intelli&ence, and Just i ce. I hand it to you 
and I want to acknowledge i t and tell the President 
I have carried out his orders . And I take 1t that 
cuts out t he stui'f - reportinc to IJesaersmlth; I · 
don't know. 

Now, who are you (Hanes) l eavill8 the question of 
Greenlee , of Indiana - who will carry that for you? 

l'vo got - Harold Craves i s making a repo1•t on that, 
and he 's got - you said in about a week or ton 
days you'd be ready. 

Yes. That investigation i s in progress now. 1 1m 
afraid t he investisators have run into some things 
that they ' ve got to go into pretty thoroughly - for 
i nstance, this fellow's interest in the liquor 
business. 

Tch , tch, . tchl 

And they have evidence that he haan•t been paying 
hi s income taxes. 

The question i s , i s it prof itable! 

I think it has been profi ta ble. So that investiga­
tion may take a few more days , ~ . F~nes . 

All right . W111 you send s memornndum for me to 
Genorai Watson, a progress report t hat we ' l'e inves­
tigating i t and we have f ound enough atuff to moke 
us fool we've got to go into it more thoroughly. 

That 's it. 

Wrs . Klotz , being systematic, wants to know what 
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Bell: 

&ell: 

H.li. Jr: 

- { -
Mr. Bell did about George Harrison ' s eoin eol lection. 

I ' ve tried three times to get him. Never been able 
to get ~ on t he telephone , Thora is still a note 
on my desk to cal l him ~p . 

And this Commodity Credit - wore yo~ going to do 
anything about the interest rate or wait until the 
first or July and then take up the q~estion? 

Well , we handled t he 9 5 million dollars on cotton. 
You have a memorandum in your file; I di ctated one . 
On the other, Jesse Jones called you and asked you 
to take no action until he had a talk with you. 

Well , at"tor the first or July that authority goes 
to them, doesn't i tf 

Dell: Ye&, but I t:link Jesse will otill have a hand 1n it, 
beeause he has three members on tho Board or 
Directors . 

H. t~ . Jr : Well , let ' s take it up around the fifth of July. 

Bell : All right. 

E.l! . Jr: 

Jh1te: 

I:!. &.:. Jr: 

Foley: 

H.lf. Jr: 

•'hi t o: 

Poley: 

P. . l.I . Jr: 

Jhit e: 

And did somebody send the Chairman of SEC a copy 
of the letter of the Canadian Minister of Finance! 
Di d thAt go over! 

It lett my desk a week ago. 

I mean to Cha1I'm&ll Frank • 

Tho copy of the letter or the reply! 

Copy of the letter. 

Tho copy of the letter 1s going to be sent with 
our contempl ated reply. 

Contemplated reply. 

How about getting t his over to the Chairman of SEC! 
Well , please send 1t . 

They're all there. 

.. 
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B.!zt.Jr: 

Foley: 

H.Jt. Jr: 

!'oley: 

a.u.Jr: 
Fol ey: 

H. :.t. Jr: 

!'oley: 

H . ~ .Jr: 

llcR: 

H.M, Jr: 

l>oley: 

B.M. Jr: 

Foley: 

!l .!t. Jr: 

:?oloy: 

Hanes: 

H.ti . Jr: 

Foley: 

Gibbons : 

- 5 -

And to the Federal Reserve - and to tho Fed of 
Washington. 

Here ' s a copy to the SEC. 

And to tho Federal Reserve. 

Yes , air . 

lluh t It's good I keep tho eo boys . , , , 

Thia 1s the one to Frank. Have to make up one for 
Eooloa . 

Yea, Eoolea. can that go todayt 

Yea. 

Anything elsa? 

D1d Ed ever f i nd out the title of that amendment 
that you • • • • 

Oh yea . 

We won. 

Whatt 

We won. 

I don't know who •we• 1s, but bere•a t wenty cents. 

Herbert Gaston and I. 

Didn't get 1n at the right tilDe. I thouabt I was 
slipping in at the r1g)>t time. 

Once it sta rted - "we want to get 1n anyway.• But 
t he interesting thing is that there 1a no public 
works program 1n the relief bill , 1a t heret 

That's r i ght. 

Didn't Herbert or Mac tell you about the f i ve cases 
or atones t hat were round in place or opium being 
stored down 1n Treasury! That stuff was brought 
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s.u . .rr: 

Gibbons : 

S. !J. Jr : 

Gibbons : 

H.!l . Jr : 

Olbbons: 

B.M. Jr: 

Gibbons : 

l!cR: 

Gibbons: 

li . !I. . Jt• : 

Gibbons : 

S.!!. Jr : 

Gibbons: 

ll .U.Jr: 

Gibbon:.: 
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over tor a two years' supply; the War Department 
wan ted it. 

Yea . 

:as 

They ' re Italian stones put in, I think, aboard ship. 

It ' s been downstairs for t wo yearat 

I 

No. The Army a sked tor a two-year supply or opi um 
i n eaao or war, and we went throu&n with an arrange­
ment , and it's nearly two years . And these shipments 
wore made in January. 

You moan they were never oponedT 

They weren't opened, They were put into the Treasury 
vault under customs regulations. I didn ' t know any­
t hi ng about it. As soon as I round out about i t, 
I changed it. I changed 1t some time ago. Everything 
has ~een opened that's put i n . I t was firs t brought 
down from New York to the Treasury vaul t , then taken 
baok. 

Who paid for i t? 

The company paid for it. 

It isn't ours. 

It i sn't ours. It belongs to three companies. But 
the tunny thing ie, i t 1 a Itali an atones according 
to t he Smit hsoni an Insti tute , which analyzed 1t. 
The opi ua - i t was a very fino piece of work. The 
carpenter cut out under the box and put i n the opium. 

But they're Italian stones. 

They're Italian stones . 

Thnt ' s somethi ng. 

out of about 400 caees, t horo were five of them. 

Anything else? 

Got it right on top, you know, all the time. 
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Gibbon•: 

S. l!. Jr : 

Gibbons : 

s.w.Jr: 
Gi bbons : 

H, !i, Jr : 

Lochhead: 

H. M. Jr z 

\'lhi te : 

H. ).;. Jr: 

Lochhead : 
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Oot a ship's carpenter, 

And we ge t on top every two yeara . 

About that . 

Anything else? 

That ' s all , except that stu££ that ' s been 1n the 
New York ·rribune and New York Timoa , 

weu .... 

Ot course, it's something that - the law will have 
to be changed, 

flell , I haven ' t - I've just got to keep moving this 
morning, 1f you don't mind. 

Sterling 1a a little under pressure . 
lost two mi llion doll ars. 

Harry? 

London has 

You may be interested in this sentence 1n the cable 
from France: "Surprise is expressed 1n the French 
Pross that apparently the United States and Oreat 
Britain have forgotten their ardor for development 
of liberal i nternational commercial transactions 1n 
t~e consummation of this barter deal." It 's a cable 
which merely ·expresses the view that they think it 
runs counter to our commercial poliCJ. 

Well , I want to say for =7aelf and Kr. Jesse Jones -
I don ' t know, I can't talk for anybody else - that 
neither he nor I have the slightest i dea as to' what 
that barter deal ia; and he , as - Commo<lity Credit 
having to handle it, no one has done him the court esy -
l eavi ng me out - but he doesn't know a single thing -
the Commodity Credit i s going to handle it - about 
how that thi ng i s going to be dona . I wouldn' t believe 
it if ho hadn't told me himself , I moan I'm used to 
being walked over, but I thought that certainly • ••• 
And they've got to get the cotton from Commodity 
Credit . 

They have to have legislation to gat it. 

. 

• 

--
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T.'h1te: 

a . ~. Jr : 

libite: 

Gibbons: 

B.W, Jr: 

Whi te: 

H.U,Jr: 

Whi te : 

H.U. Jr: 

t.hl te: 

!I .M.Jr : 

'llhite: 

B.li , Jr l 

l'lh1teJ 

R, l!, JrJ 

- 8 -

Pid that clear the Commerci al Poli c7 Committee! 

No , unlesa i t was at some confidential, secret 
meeting. 

Tell 70u what 70u do. Would you write a letter to 
Mr. Hull and say that the Uni ted States Treasury 
hae read 1n the paper or this barter deal , and 
inas11111ch aa Commodity Credit 1a involved and 1nas11111eh 
as we are the sole stockholder or Commod1t7 Credit , 
would somebody 1n the State Department do me the 
courtesy ot letting me know tho details or this thing! 

I ' ll write it. 

Could you excuse meT I ' ve got a man waiting. 

Sure. 

(Gi bbons leaves) 

Pr. Jacobsen has been around Washington seeing a 
great many people, and ••• • 

And alao bring 1n that I am surprised that this 
barter deal was never brought up at the - what 
do you call i tT 

Executive Committee ot Commercial Polic7 Committee . 

Yea. Make sure that it wasn't, and then •• •• 

I'll cheek. 

I Juat want to put thet down. But I'd like that to 
go toda7. I mean what's the use - and I ' d sa7, ~t'a 
the uae of having the - ot the Treaa=7 having a 
representative on that Committee!" 

The;r might aa:r that wean' t a commercial transaction. 

Oh, nutal Nuts l 

Or might aay i t ' a a military transaction. 

Oh well •••• 

... 
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White: 

B. lol . Jr : 

White: 

s.:.: • .rr : 

lOlite: 

!i. li. Jr: 

White : 

H.!6 .Jr: 

White : 

Klotz: 

H.li. Jr : 

White: 

!l , li, Jr : 

'lhlte: 

!l . li. Jr : 

l'ihlte : 

H,!! , Jr: 

l'lttlte : 

Gaston: 

I 
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I mean t hey mi ght aay it, 

Vlell, that ' s not . •• . 

:: as 

Jacobsen has been around here a good deal and has 
been apparently euoceasful in getting across certain 
ideas of h.ts. VIe wrote a memornnd11111 on his i dea 
and hims~lf, which, if you listened to h im, I'd 
like to have you read. If you di dn't list en to 
him, why, don't bother reading it. 

Vlell, he told me about all the good Swedish watering 
places . 

No , t h is has nothing to do with that , 

And when he got all throuah, he admitted I 1d better 
go to Denmark. 

Then I'll jus t file this . 

Right. 

Vlith your permission. 

Wonderful. 

No, I - that was part of the conversat i on. 

Vlell, as lone as he didn 1 t tell you his i deas as 
to what's wrong with America • • • • 

Don't worry. All r ight? 

That 'a all. 

He told me about the Tivoli and Copenhagen, and 
where you get t he best Smorgasbord. 

I shouldn't be surprised if he knowe a good deal 
about it. 

All right, Harry? 

That ' s all. 

About "that, • you said. 
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Ga•ton: 

S. !& . Jr: 

Hanos: 

H. :J,Jr: 

Sanes: 

S.Y. Jr: 

Graves: 

H.l!,Jr: 

Graves : 

H,lo!,Jr: 

Ranee: 

Graves: 

Hanes: 

Graves: 
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About "that.• Underline the "that,• 

Yes . 

Now, can't - when do you want to do this thingt 

Dyotrt 

Yea . 

I don ' t know. I think you asked me about it the 
other n i ght , and Harold is ready to report on it , 
so it you' ve got time • • • • 

Let's do it now. That saves another meeting. 

You want me to tell you about it nowt 

Now. 

'le 1 ve been ready for a week with this report to 
the Department of Justice in which we recommend 
prosecution of Byoff and Schenck, who was the pay-off 
man in this transaction. 

You recall that you asked Mr. Hanes , Mr. Foley and 
I to advise you be~ore this report goes a s to 
whether the nature of the thing was euch that you 
would be warranted in sending some special communica­
tion f rom yourself to the Attorney General. So tar 
ae the income tax phaeee of the eaee are concerned, 
I think we are i n accord that there ie nothing in 
the case that would warrant 70ur sending anything 
to the Attorney General. And, it you approve, the 
report will go over in the routine order. 

I'll a pprove i t if Mr. Banes saye he approves i t . 

If not - as I understand it, you ' re not sending 
any recol!DIIondation that an7thing be done on income 
tax, 

11e are recommending prosecution of ayoft and Schenck. 

But not on account of the income taxes. 

On account of the income tax violation; that ie, 
violation of the revenue law. 

.. 
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Ee.nea : 

E. I3. Jr : 
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Ilanes : 

I!.~. Jr: 

Craves: 
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Craves : 
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I thought it was on account of the bribery job. 

No , that '• a thing which I think Mr. Foley has 
1n hand collaterally, but so far as this report 
is concerned, i t's been confined atrictly to the 
violation of the revenue laws . 

I didn ' t get thnt understanding, But t hat's all 
right. 

Do you want to go into i t turtherf 

No, I 1m satisfied, Not a bit, no. 

Do you (Foley) want to say anythingT 

I t hink i t ought to go over in the regulnr way. 

D1dn 1 t you fellows meet this momingt 

Not on this , No, that was on the President of 
Louisiana University. 

291 

Oh well , I don't know anything about it. Well , just 
let me ask you this . I mean I ' m not trying - I 
thought that ' s what you meant on this , thnt you 
were going to report on this . Well , am I rushing 
you too much t 

No. 

Well then, restate how the t hing is going to go 
over. 

This goes over as a recommendation t or t he prosecution 
of Byoff, Who received , as you know, a bribe, •••• 

I know • 

•• • • tor failure to return t he amount of that payment 
as income , and also recommendine t be prosecution 
of Schenck for violation or the r evenue laws , 1n 
that he obstructed the investigation, he lied about 
wbnt happened, he attempted to conceal the true 
character of these transactions. or course , we 
can't hold Schenck for railure to report income. 
His income isn't affected. But hie prosecution is 
recommended on that ground. 
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H. lt. Jr : 
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E. ~. Jr : 

fol ey: 

H. l .• Jr: 

Foley : 

R . ~ . Jr: 
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Craves: 

Foley: 

Graves: 
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Well , is that all right with you (Foley)t 

It 's perfectly a ll right with me. Vie talked about 
this, Harol d and Phil and I , about t wo weeks ago 
and I asked Phil to give me a separate memorand\un 
on the bribery end of it. But the ease isn ' t 
clear enough, Mr. Secretory, eo that we should take 
it out of the ordinary method of handling cases 
of this character and bring i t formally through you 
to the a ttention of the Attorney General . I think 
it ought to go over through the Commissioner to 
the .... 

.••• Assistant Attorney General in charge or taxes , 1n 
the r egular way. 

Well , I'm satisfied. 

Ia there something I should know about President Smith 
of Louisiana? 

Yes , I think so. The day before yesterday the 
Attorney General called me at home and he asked me 
what we had on J . Monroe Smith, tho President of the 
University of Louisiana, who had abeoonded and 
apparently embezzled state funds down there . He 
said that he had gotten a degree , an honorary degree, 
1n fear and trepidation while he was donn there. He 
had called us up and asked i f we were about to spring 
anything, because he was going to take an honorary 
degree and he didn't want to have any taint on it. 

That's the darndest one I ever heard 1n f1l1 lire. 

Practical poli tics. 

And he was told at the t!me that we had this man 
under investigation. 

But tho matter was in the field, we didn 't have 
anything in Washington. 

He Ylas told that before he took the degree? 

Yea . 

.. 
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He IIIWit have wanted 1t badly. 

Whnt price degreel 

What price degree l 

Apparently he d i dn't like i t , because he wants to 
go ahead on this , 

He made a very pious s peech down there about 
cleaning up gangsterism, racketeering and pirating, 
all the rest of it, in the United States , and all 
the newspapers down there took him to task and said 
editori ally that i f tho Attorney General really 1a 
in earne a t and wants to do something, bore is an 
open field and this i s his opportunity. So he 
called the day before yes terday at a quarter of eight 
and asked me to find out it we had something. 

In the morning? God, did ho get you? 

Yea , he e;ot me, 

Aren 't you glad you're in the Treasury? 

No argument there. 

I came down - I told him that I d i dn 1 t know of 
anything but I ' d find out , and he said , "Ce.ll me 
at t he office at half past nine .• So I spoke to 
Mao and we got bold of Zl.mllr . Elmer oaid be had 
a report, and I called the Attorney General and 
t old him that and he said, "l'lell, t hat 1 a tine, 
get it over to me aa soon aa you can.• I told him 
the lawyers hadn't looked at i t and we were going 
t o go over i t that afternoon and I 1d let him know 
lat e r in the afternoon. Well, hie aecretary called 
about 2 :00 o'cl ock and then he called me later that 
e vening over the \<bi te Houae wire and asked me bow 
the mat tor stood, and I tol d him that we found 
that we didn't have anything that we could turn 
over to him, but we wore asking the agent• to f ly 
up trom New Orleans and we were go1ns to talk 
t o them in tho morning, and it there was anything 
I ' d let him know. 

• 
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We have a prima facie ease of tax evasion 1n 
connec tion with a rather small i tem. Weiss is 
t he architect for the publi c improvement down 
there - designing - and t his ia not Seymour, 
this is Leon: no relation apparently - architect 
for the eon•truction or these improvements that 
are being f inanced down there. A chsck dt~wn by 
Smith payable to \'Ieiss' s architectural f i rm was 
endorsed by the f irm, found i ts way back into 
tho University account, and bonds i aaued by Smith, 
this President of the University, to \'leba were 
found 1n t he amount of C20, 000 i n Sol th 1 s account 
with Penner and Beane. There waa no reference 
to the payment or the ~20,000 frot1 \~elsa to Smith 
in Smith's 1936 return. 

You call that a small i tem! 

Well, in terms of these mill1ono or dollars that 
these fellows deal in, i t ia re l atively small. 

In terms of the transactions that he was involved 
in, it is relat i vely small. Tha t is, he embezzled 
a ppat•ently l arge sums f r om the state . 

So we had a meeting i n Johnny ' a offi ce this morning -
Elmer, Mac, Harold, Phil 1'/enehel and myself - and "e 
deci d ed that we'd make t hi s information that we have 
available t o the Attorney Gene ral at once, since 
he ' s asked for it, and we ' d treat this case not as 
a precedent , but one out of all routine. Here is 
a fellow who has obviously absconded, he's obviously 
a cr ook, and the s t a te machine down there is 1n the 
process or turning over and Earl Long i s getting 
in and Leehe is getting out, and t he whole thing 
is on dead center; and if the Attorney Genera l can 
be given someth i ng ao he can start a Grand Jury 
investigation, I t hink tha t the whol e houee of cards 
will fall and people will come in and talk and 
they 'll make out a record not only of t his income 
tax f raud bu t also of embezzlement and violation 
of state law that will fo1•ce thnt group down there 
to go &bond. 

What does he do wit h his honorary degree? 

I don 1 t know. 

.. 
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Poley, have you checked up on American University 
yett 

On Ameri can Un1versityt On account of Mact 

Yes. 

Who eo.ld that? 

(Hearty laushter) 

Johnny got called back - the Secretary called 
Johnny in here and we di dn 't get to thAt one 
thia morn.ing. 

I think it is fair to sa y that both Harold Graves 
and Helvering do not want this to be a precedent 
for turning eases over to the Deportment ; but this 
does s eem like an unusual eaae . 

You approve of this? 

Oh yes , I think it ought to go over, He asked for 
it . It would be pretty embarrassing not to give it 
to him. 

And the letter is going to state that the investiga­
tion hasn 't been completed b\\t we are making available 
to h1m what information we have i n accordance with 
hi s own reques t . 

T/e 1 ve got some more eases whi ch I understand are 
going to conti nue under investigation and we'll 
g ive i t to h1m a s fast aa we ca n get i t . 

Ylell, as they develop, I ' d 11ko to be kept advised. 
All right , Harol d? 

There ia - you've aaked me to look into a number 
of things and report to you. I think perhaps it 
m1ebt be best for you to lot me have fifteen minutes 
sometime. 

All r i ght . Mrs . Klotz , put it - I 'll l et you knOW 
during the day. I ' ll give you a couple hours notice. 

I'm in no hurry at all . I thought perhaps you ' d 
like me to report , 

.. 
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~ I :SO? 

Fine. 

George? tlhoever di d that chert, please compliment 
them, will you? 

1'hD.nk you. 

And have it br ought i n here, bocnuso I may want to 
show it to tho President. Will youT Give i t to 
Kieley. 

l!aas: To bring i t in? Y!e were malcins aomo changes on it. 

P. . L!. Jr : Well , have it ready froo noon on, will you - from 
1:00 o'clock. 

l'.aas : Prom 1:00. All right. I 111 aeo to it. It may run 
into some difficult y. 

P. .&! . Jr: 

Foley: 

B. ll. Jr: 

l'oley: 

E. L! , Jr: 

!'oley: 

H. r.! . Jr: 

Foley: 

Well , you can - I •ve got to koop mov1ns. 

You have a memorandum from the President in connect ion 
with t hat proposed l egi sl ation of Senator Hayden ' s 
in regard to tho creation of a Federal Land Authority. 

I know. 

The President says t hat he doubts i f anything can 
bo done , but make it tho subject of a special group -
Eeelea , Delan.o, at al. Tho powora that Hayden is 
aooking are 1n our bill, the bill that we discussed 
laat night. 

Yeo. 

And if you would like to have me go down and talk to 
!!ayden and ehow him tho t •••• 

Swell • 

• ••• I think I can get Heydon's aupport for this, 
highway - I mean our proposnl in lieu of this h•gh­
way proposal. 

I ' d just walt now unti l this VWA thing is finished, 
1s through. If it's definitely finished . . . . I•d 
aoo him whenever he ' d see you. 

.. 
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t\nd then I think - yes , thllt's right - then we 'll 
give a report to the President. 

There is a l oophol e 1n Section 303, the countervail­
i ng duty section or the Custona laws. The statute 
nays that if merchllndisc mnnufacturod or produced 
in the particular c~tntry is found to be subsi d i zed 
1n ao for as its exportation to this country is 
concerned, then i t is your duty to impoae counter­
vailing duties. !low, Germany is importing rrom 
Bulgaria tobacco and then suba1d1%1ng the export of 
that tobacco to the Unitod States . How, t hat is a 
s ituation that is outside the statute and it J.s a 
oituation that may continue to grow as Cormany 
develops thi s barter arrangement or hera. And what 
she 'll do i s tru<e coffee that she gets from Brazil 
and then subsidize it and then send it 1n here , 

ll'hnt I would like to know is Ylhothar you want us to 
prepare a s uggested amendment •• •• 

Yen . 

•••• and a l etter or transmittal for you. 

Dofini tely. 

All ri&h t . 

Ono final thing. There is before Congress now the 
legislation to provide fot· the co1:1plete independence 
of the Phi lippines. There is a provi sion that aft er 
1946 1n a special fund in the Tronaury will be pai d 
an amount suffi ci ent to insure pa:~v.cnt of principal 
and interes t on the Philippine and municipal oul:ca­
t J.oM of the Philippines . And then there is a 
prov1ao that if at any time t he Secretary or the 
Tt•onaury dete rmines that l t would be n hardahip for 
tho Philippines to nwl<e the paym~nts t or that special 
Cund then they shoul dn ' t be made . I think that that 
p1•ovl so should be s tri ckon from the le~;ialntion, 
bocauso it imposes upon you n duty that mny resul t 
i n the United States being cnlled upon to psy these 
bonds eventually. 
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Will you talk it over with Bell and , ,,, 

Tlell , we have, and Danny wanted me to br1118 it up 
because he thought thoro was a question or 9ol1cy 
involved. I reel that the proviso ohould be 
stricken out. If after you make such a determination 
that it is a hardship for the Philippines to make 
the paymento, there is a default on the obligations, 
the holders of the obligations are go1118 to ask 
the United States to !llllke good on the ground that 
you were responsible for the default. 

Johnny, you got any opinion on i tT 

llo. 

I can' t ~e you - if you and Bell are 1n agreement , 
I 'm will to take your advice. 

I think you•ought to sign this letter. 

I think it's a question whether tho United States is 
responsible for these obligations. I think the 
Attorney General has rulod thnt we are probably 
morally responsible, but I don't know that a decision 
of this kind • •• • 

Vloll , l et ' s lay it over until w o con think about it. 
If Bell isn't satisfied and llanos hasn ' t had a chance 
to see i t , let's lot i t l ey over. 

What's the felloY. that handles Phili ppine bonds? 

Buckner? 

Buckner. 

Maybe he ' ll give me a party. Maybe he'll give ce 
a party. 

You and Senator Vlalsh. 

That particular girl is all washed up, though. 

Well, you seem to have inside information. 

Strike one - Mac i s bluoh1ng. 0. K. , Uac, you'll 
ge t even with me tomorrow. 

.. 
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Do you want the usual fis cal year end mimeograph, 
ju3t reciting the figures? 

Yoo , sure . 

Raymond Leslie Buell. 

Oh God l 

You just told me to remind you, thnt's all • 

I know. Better get it oft my •••• - 3:45. 

That •a all. 

He went to work tor Fortune. 

That's all. 

Herbert? 

It there is to be a friendly presentation of the ' 
railroad equipment thing at the Priday morning 
conference , it may be that the Office of the Assistant 
Secretary of •!!ar could be helpful . 

That's very subtle. 

You'll have to draw me a picture some other time. 
I don't ...• 

One of the things they have investigated 1n connection 
with their preparedness program is the sufficiency 
of the transportation equipment, and it would be an 
interesting angl e . 

I think i t ' s got to be done by Jones - the President 
and Jones have got to sit down and como to an under­
standing. 

That's right. 

The two of them have jus t got to come to an under­
standing. Any other thing? 

I think Jesse will do a better job than he di d last 
nisht• Be just didn ' t want to open up. 
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He coul dn't do woree. 

no couldn ' t do worse. He juot didn ' t want to talk 
ls.ot niabt• 

Well , I •m sure he ' ll do a better job after he 's 
talked to the President. 

JohnnyV 

I ' m l eaving, I believe, one piece or unfinished 
bua1neas here in connection wi th the tax bill, which 
I think the staff ought to know about. I beli eve 
the only thing that you suagested 1n your statement 
before the Ways and Means Committee that hasn't been 
attended to is the questi on of se t ting up this 
committ ee by the Congress to study the tax problem. 
!low, I've wri tten a letter to both Pat Harrison and 
to DoUgh ton • •• , 

Yes . 

,,.,and I 've talked with both or them several times, 
and they're sympathetic with the i dea and went to 
do it themselves . But there i s somo jealousy, as 
thero a lways is , between those two committees as to 
who's going to do it. And I suggested that the 
resolution be drawn end t hat money be appropriated 
for such a study by the joint committee or the two 
Houses 1n conjunction with the Tr easury. Now, Jus t 
how they' ll decide that I don' t know. 

Well, who will you leave it withY 

Well , I hadn ' t thought about who we'll l eave it with, 
but I - they're both f amiliar with it and I •ve written 
both or them a letter, and I don't know Just who is 
the proper one to leave it with. I haven't got 
anybody with •• •• 

Well , l eave i t with Uac to fol l ow throuah. Is that 
all rightV 

All r i ght . I'll sh ow Mao the letters I•ve writ ten 
to both Doughton end Harrison, and to Starn. Stem 
is thoroughly familiar with i t and Stam' s got 
four alternative proposal s that he ' s going to submit 

• 

• 
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to Dougbton and Harri son. Now, what we've got to 
do, the main thing - about all that remains to be 
done is to get Daughton and Harrison into s ome 
aort of agreement as to who ' s going to do it. 

Vlell , if you ' ll l eave i t wi th Mac and then .. .. 

I thi nk the resolution ought to be passed, and they 
can get unanimous consent to paas it through both 
Houses, and i t wouldn ' t take a minute to do it , 
i f fie could just get them 1n o.greoment . And I 
haven't been able to. I think they ' re pretty 
nearly 1n agreement , but I can't aay they are. \ y _, 

Well, where i s my parti tion on the 45 billion? 
f;bero is that! That ' s tied up , too, ien't it, 
with that TVA amendmentt 

Yea, It ' s in conference. 

Well , can somebody gi ve that o. whi rl on the 5th or 
July? Huh? 

( Nods yes) . 

Now, what •. • • 

You're i n sympathy with gett1.ng t ho resolution through? 

Oh, sure . 

Well, that's what I took from your statement , ~t 
you wanted to follow it throuab. Now, i t ' s in good 
shape up to this point, but I just ho.ven 1 t been 
able to get them in agreement aa to what the 
resolution is going to call tor o.a to tho cocadttee 
to be aasts;ned. 

Now, will you do this? I'll juot need a minute or 
two, and then I •m seeing you and Preston Delano, 
am If 

10:00 o ' cl ock, yes . 

Well , you want to go r16ht on now? 

Yea. 

All right . Let ' s see, who ai ta 1n on that? 

.. 
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c: ...... o,. OTTAWA, June 5 , l9S9. 

~OMfiQSNTI~. 

Deor Mr. Morgonthau , 

Soae t i•• aao at your request 
I arranged to have Mr. Grabe• Towers , Go vernor ot 
the Bonk of Canada , go to Wa ohinston to diocuoo 
wi th you tho pr obleao involved in protecting the 
eecurit7, coaaodit7 and a oney aarke te in t he evant 
ot war in lurope , and the a aoaur e e that aigbt he 
taken in that event witb particular r asa rd to 
preventins panick7 aarkating and ut111•at1on of 
aooo ta in our respective aarkote . I we e clad t o 
have Mr. Towers diocuaa with 70u thaaa iaportant 
probloaa becaus e they had already been the sub j ec t 
ot consideration and concern on •1 own part . Proa ptlT 
up on hie return Mr. Towers reported t o ao tully upon 
hio diecueoiono and tbe questions which you bad 
rais ed, but unfortunately tho praeoure upon • • durini 
tho last few weeks has been exceedingly beaVf beeauae 
ot tho ruoh t o conclude tho work ot Parliaaent. 
P8~lieaent , however , prorogued on Sa t urday evening 
an d 1 now take the firat opportunity I have bad to 
reach de cisions and to give 70U tho bone!i t ot our 
concluai ona. 

1 will now doal ooriotia with t he 
vArious pointe raised by you. 

1. I n regard to t ho iapounding of the 
toretcn eecurltlea or our nationals, while •• ba•• 
•ade no plana wbateoeTer in tbla connecti on , I tbink 
I can aoaura you t hat in the avant of ouch action 
baing taken t hat we will be a ble to coo perate with 
the autbor 1t1eo ot the United Stoteo in a way wbich 
wil l be entirely oatietaotory fro• your pctnt of view. 

2. Aeou•1ng t bat Canada does not 
1apound foreign oecuritiaa owned by our nationolo, I 
do not • • • bow our Governaeo t will be able to auper­
Yl le or contr ol the actions of Canadian owners ot 
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Oni t ed Stataa aacnr1 t 1aa. Howa•ar, r our problaa in 
respect to Canadian owners ot United Sta t es aacar1t1ea 
will, it ••••• t o aa, be aiapl7 a ainor aztana1on ot 
rour own doaaat1c probl ea . In an7 caea the yoluaa 
ot ouch aacuritiea will not be l a rge, and in aan7 
caoea the7 rapraeant inveataanta ot long atond1na 
whi ch are no &or e 111te17 to be atta ctad b7 ponte 
than the 1n•eataanta ot United States cit1aena. 

I should add that it the Uni tad 
Statee i nstituted certain raculat1ona attactinc i t a 
own nat1onala, there aight perhapo be ware in wh1ob 
Canada could cooperate to pra•ant •••a1on ot tbaea 
regula tions b7 Canadians or b7 otbera oparat1n& 
through thia countr7 . It rou ha • • anr euaaaetione 
in thia record, wa eh ould be ••rr glad t o 11•• 
erapatbat1c conaiderat1on to thea. 

a. !be raaarta aada in the pracad1nc 
eection e r a applicable al ao to tba caea ot l uropaan 
nationals who aar bold aacur1t1ea in aatataaptnc in 
Canada, either in their own naaee or in the naaaa ot 
Canadian boldine coapan1aa. In other worda, I tbint 
the Canadian Go•ernaant , while i t could not tate the 
1n1t1atha in auper•ieins or intarter1ns with the 
oaleo ot ouch aecur1tiee, a igbt be able to cooperate 
in preYent1n& • •aa1on o! Uni t ed State• rasuloti ona. 
It 1a alao poaeihle that we a1abt cooperota to pr••••t 
••aaion ot reaulat1ona aade b7 the countrr ot which 
the european in•••~or 1• a national , i t thot coontrr 
ware an all 7 i n an7 war • 

., • .In record to coaaodi t7 aarlte t a, I 
do not aaa &n7 likelihood ot Canada being a dioturb1nc 
factor but I woul d be glod to hear troa 70U i t 70u 
•iaualiaa anr ditticul t1ao in t hia respect. 

In general, ther atora, the poelt1oa 
which I bo•• outlined aaounto to tb1o. It we abonld 
decide to iapound torais~ownad oacuritiao, we will 
car tai nl7 be willing to cooperate wi t h 70UJ and it 
we do not do oo we will he alad to coneidar an7 
roque ot tor aaaietance and cooperation which 700 •&7 
care t o •ake. 
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5. 

I t~uet tbat I baYe dealt witb 
all tba pointe ~aiaed b7 70u witb 1~. Tow•~• and 
tbat I ha • • lett DO doubt or uncerta1Dt7 ao to what 
our attitude will be. 

Bon. 8aDr7 l organtbau, 
Sacretarr ot the Traaaur7, 

WASHINGTON, D. C. 

Youro Y&r7 11noaral7, 

I 
I 
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CO'( IP )llW, .Aiflllt 1139 

I wiall to l"l'n .. q thaoko t or 10111' lott.or ot 
June S, 19.)9 1o 111lich )'011 &1,. 10111' •1- w1 t.h ro(<ard 
to Ute 10a\ t.oro t.bat I diiC\I.Ioed 1001 t...... ao;o wi\b 
or. fonra. I aiocorol;T approciat.o your ofter to 
cooporat.o wi\b us 1o t.ba prcwlca • • •• o t.e.n .u... 
aaa• J.q• 

It occun to ... tba\ 1\ ai,-;M be worth ....U. to 
diacuaa tllrtbor - • of th<t t.ochaical <let.o.Ua of tho 
problaa llbich WCN1d il>erl tabl)' oriae abou.ld U boecme 
dooirablo to att.osp\ a coopo~~l!JO r rotr• tor tho 
prc t.octioo of U.. MCilJ'it)', W "OiWoodi\1 aarhto ot 
lJoth OOWit.rioo 1o the ennt or acut.. dia t.urboncoo 
abrce<l. llitb t.bat in view 1 OU( Aelt that a lll'all 
cr<NP of -rt• l'roa the two Treuur ioa, one! 1117 
oU>or apoci11 that ai£11t bo appropriat.o, con!or 011 
tllio natt.or oitbor 1o Ott•• or • aabina">n. 1 ahou.ld 
bo el.C to h••• your n ... wltb roopoot to th11 
""-1'1eat1on. 

Sinooroly, 

(l!~c~Mcf) R ll"""'ntbaQ, Jr. 

Regraded Unclassified



JUN 2 D 1939 

~ dear .,. • Pr osldoota 

I .. onclo•iac for 70ur 1n! ore.t1on o 

copr o! • contidontial l ottor whlcb 1 bo•o 

r - 1...S t'raa f bo ilonorablo Cborloo .& . 

IlwlnlAc. 111a.1otor of 71nanco or Canood. , 

dated Juno 5, 1939. I .. oloo ono.looiiiC a 

COfl)' or 1111 r o p1;r • 

two couatr1••• 

YoitbtullT yo~ro, 

(SI~I'd) H ""~•n•h•u lr. 

I 
tnoloouroo 

Regraded Unclassified
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JUN 2 9 1939 

......... ~'rwe~Mft\t 

I a ad..U, tw 7_, I.D~UCIII a 

eaw •t • -",_t.W l e\ter ft1eh I "-" 

..... ...., ~?a file 'm r*le O..lat! A. 

ww•t•~ . .,....,a 
r 111a11 loMp :rov. 1n.t..- ot urr ...,...,~ 

..w 1~ te "- _, __ be ...... tiM 

•-'"-· 

(Signed) B )!orj\tutbnu, J r . 

F I L !: COPT 

:ca 

.. 

Regraded Unclassified
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JUNll91939 

1 aa e nclo•l.nc for rour lu'om&Uon a 

cow or a conf 1dent1al l atter wbJ ch 1 ban 

rece1ftd fi'Oil T!le llonorebl e C'>ulea .&. 

D\ann1ac, IUnia~r or finance or Cenac!e, 

de~ 1....., 5, 1939. 1 aa al~ enalotol.nc a 

cow of ., nplJ'. • 
1 aball ~Mp 7011 lnf o,.,...S or 01\Y .orran11a-

t.o COIIDtriee. 

(811fl""l) R \1 nnt"nthon, Jr. 

!be r ... el.clect , 

!be 1lll1 ~ Ho-. 

t ncl-tree 

Regraded Unclassified



JUN 8 II IIIII 

~ dMr Mr . Pr oa ldeat t 

1 aa a~>elootnc for 1oo.r ! n•or•Uon a 

copr o! a co~ftdenti&l l ettar •bJcb l baYO 

....-1....S r,._ TM iloeoralolo C!!Arlea .1.. 

"'-iar, Miailtar or rt-· or C:.na<~e, 

da\ed J ....., '• 19.)9. l aa aho •noloolnc a 

oow or ., rapl;r. 

I oball ~ .. , 7"" iftf Onoed of lf'IY arratlft>­

...nu looldnc to t ho contoranco boot- n tho 

... -~.ri ... 

(III!D<'d) H Moi'I!Ullthan. Jr. 

-.. u 
~ l 

.. 

Regraded Unclassified
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JUN 2 9 1939 

1 •-• •ncloeiD.c: for TOWO 1n'o.,.,.t.ton a 

C"W of a con'l.ller;U.al .!.att a r wblell 1 ~•v• 

recoi 'NCI r raa f !>o iionoralole Cllu'. ao .t., 

~. llinl oter or Flranco or Canowt. , 

.:11 

cO:-f' or 111f repl.r , I 

l obAll ( eop TOU 11\roraecS ot •rrt arr••li• -

(l'it:tnodl H ' lnl'lltllthau. Jr. 

Tho l'reol.ll..,t, 

Tho 'fbi t. flo-. 

J:a oloa11r .. 

I!Ditllt ... 
6/26/19 

Regraded Unclassified



.... 
......... ..•. ...,. 

r • -.1oe1"' t• :r- w-u- • 

MW .t a ...n..a.Ual ~'to. *leb 1 U.. 

..-1"" ,,.. !lot '> rN a Clrllrw '· 
or 

!Wwt .. , Tllia1nw at n-, 0', , ~. 

ww.r..,.~,.._ ..... 

I eball t.., 7"G WOI'Md of MT arr~ 

-'e lMH"C te t.be _,_ betwtn tba 

• I "• 

'»~JILE COPY 

Regraded Unclassified
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• ·- llr ••••• .,, 

.......... ,..,_ ftte tbs ,.,. a.r~ •. 
0~ 

ll 'eL ~ el rs-, M' 1 e-Ms, 

deW ,_ S, 193'). I • ~ -.loelJic a 

..... el ... npl,r· ...... .. 

I 1MU loMp 7W s.t ...... ot _, _...... 

~~~~a )19 

. . -­r-s ., " .... , , 

1M •••• ., el "'" 

~ ·3 ~ 1 

.. 

Regraded Unclassified
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JUN 2 9 1939 

1 aa eouloeinc for 7~ 1nforaat1on a 

copr or • contldantial l ottar ~cb I haYo 

rocotnd hve The lo...,..blo Charlo• A. 

D\lnnini , lllfttatar o: F!Mxo or Canada, 

cla&ed JIIGe S, l9J9. 1 aa alao oDCloo1"" a 

cow of • ropl,y . 

l oball. "-;> rou 11\to...S of a._- &ri"'!l« ... 

10onte loo:C1nc \o tha con.ret .. nco betwMn tho 
.. 

Regraded Unclassified



JUN 8 t 1939 

Ill• dMr lb• , llecrota.,. o 

l a• t ncloaine f or T~~ in'orgeti on • 

t 01'1 of a C:OII'l~nU&l. l ettar • hlcb I han 

reot1Ytd tl'otl The Honorable C.t>arle.a &, 

Duoninc, lUt>btar of ' lnaAc• or Ca,..d& , 

d&t.tcl June 5, 191'). I ea oao encl oolnc a 

oopr or q re;>lJ•. 

t.o cOWI\rU., 

81ncer.l.70 

(81caed) U Mol'!lentboa, Jr. 

The R-raw. 

The 3ecretaq o' ltaw 

.. 

Regraded Unclassified



JUN 2 9 1839 

1 u onalool"' for 1o-.a 1nforaaUon & 

001'1 or a conflcla!1t1&1 l atter 1thlC~ l have 

race1" -.l tnw. The Rooora!>la Cnar l .. • · 

CO;:o' o~ 117 rapl¥ • 

1 oboll 'uap 10U in' o.-d or loiiTf &J'"'tlt,:o-

two count.rl••· 

Sincer ely, 

Tho llonorallla 

The 8eer• t."'T o ' Ita t. 

tncloouree 

.. 

Regraded Unclassified



JUN l! II 1939 

1 • • enolooinc for 7o-~r ln'onaatton • 

cow o• a eonflde»tial letter •hl o~ 1 llu o 

rec• 1n.l troa n.. Rono-..blo , , &rl u A, 

.S.t..: J..,. S, 19:>9. 1 ... a!Joo e ocloal_, a 

copr o !" rq l"epl.y • 

two coun trlu. 

T!ae Ronorable 

Cncleouree 

: lf 

.. 

Regraded Unclassified



. ' 

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

1 • •e'ect .. ,_ ,_- SaAu rt•• a 

-w et • -'WIDUAl :anw ~ I .._ 

..--1.,... 0. Ble' 'lu Cllerlee .l. 
ot 

' '•L l:lld.ate el ft· t 70 o..da, 

........ J, 19J9. I a A1N ae'wf•l a 

....,e~..,~ .. - .... 
I ..U liMp JW late .... et _, .....,.. 

-....... 
It nftl.T, 

" ••. .....,.~~oaa. Jt. 

a.· P'e ..... ...,.,~ ... 
..., . 

~ 18 

.. 

Regraded Unclassified



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

v~ 

0 ,.,, ldabWr ., "-"' '51 ; c...sa. 
claW ,._ J, 19)9. I a 8lae _,_,_, a 

..., ., .,. npq .?' ... 

I eball -., :pw. 1Atoi'MII ot utT ....,..,... 

--- , ....... \a \be _,_ be-.. \be 

lllDMral7. 

IM' ' )e 

,. ... • ..., ., A#ial-

.. , ·= 

.. 

Regraded Unclassified



"2U 

JUN 2 9 1939 

lly dM r llr. S.cr ot&t71 

1 u onr~oa1~ for your t nro ...... u on a 

J"ffca1Y..S rroa Tho HonoraUo Charl M '· 

Wnn!,., IUniate or Hoacco or c.,.da, 

<:&ted J une , , 19J9. 1 u eloo ondod"' a 

cow or <q r e))lT . 

I ehall koep you t nrorJiod or • IV' •rran1<>-

l\lotl looltl nc to t he conterenco btltweon t he 

two couotr1••· 

Si ncerely , 

Tho llonor o blo 

Tho Soorate.ry or .l~ricuHure 

!ncloour 11 

Regraded Unclassified



IUif J 9 1939 

I •• Ancloa l "l f or your iuroJ"U.tlon a 

copy or • conf1dout1&l lottor •b1c~ I n••• 
roce 1Ye4 ff'O& Tho Monora tle Ght.~l .. 4 . 

<!aWe! 1v"" ' • 19 '9. 1 .. oloo oncloo1J\c a 

I ahall kMp rou 1r~~omed o '" aq arranaa-

111e11ta lootlnr; t o t.he conrerenc• ~o lween ~Jt• 

(I!!IPiod) H. Mor~olbau •• lr 

n:~o Honorable 

Regraded Unclassified



JUNI9 -

I u n~l"ilw for- , .,,.,. t nfonoa\1011 a 

cow or • co..t'i6e\iai l e\\er trb1o" I ~~e .. 

r.oe l ..... troe TIMo a..nbla Cholrlote 4. 

~. at~t1oter or n..._ of C.~~~>M, 

MW ~- ' • 19.)9. l .. aloo • ncl<t• lnl • 

c.w or ., ~. 

J ollaU li:eep ,... i ntoraed or •19' arrenc.,_ 

- w l<tolri"' \o \he co..rerenoe btt~-n t he 

~eel) ff Mn,.,.nthn . Jr 

... 

Regraded Unclassified



OOW or a conf1da nUal l a t t.r W!llo~ 1 ha•a 

n~ca !Yed f ro& The eonora t.la Cbar l .. A. 

c..nns.,., lt1n1atar 0~ n,..,~. of W.r.&da , 

lated J ...,. 5, lm . 1 &a aloo ar.ol od nc a 

cow or ~ repJ.r. 

J ahall keep rou 1ntoraod or • rv arrance-

.. nta looklnc to tno conreronoa bolwoon t ba 

\wo eountr l•• · 

SiocaroJ.7 1 

TM lloooorablo 

'!'he S.ONtal"1 or Ac>'1oultll!"a 

IIDIJt llt-
6/26/)9 

- 23 

... 

Regraded Unclassified
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.., -- lr. CMiaal 

I • eel"'•r tor .,_ 1.D.to ... u. a 

.-1 .... floe 'ftle 1 l b)e CllarlM A, 
or 

' '•a, uat.ner of n..-1 Or , , Caaad.a, 

doW ,._ ,, 19)9. I • &1M -.l•iar a 

..,. ot ~ .,..q .. - .... g 

I 8loal1 keep 7"11 1.D.tone<l of .. ., orr....­
-'- lHid na to the eoat- be"'"" Ule 

s~, 

n..· rlllleJer-.,.._., 
~,1Nu1.U.. ... 

• 9 ... c ...... 
W~1 D. C • 

...,, .... 

r.,.,,_~ 

FILE COPY 

• 

~24 

Regraded Unclassified



., ....... GMt--· 
I • .el_.ac fl>r ,_ 1At-U. a 

MP7 e1 a ~ lftter 'lld.a I .,..,. 

..-l .... ,._'1M ··--sbl'L..• ca..rw &. 
or 

llaW ...,.. '• ltJ9. I • alM .-1_.., a 

MP7 ., ., """' ......... 

I lloal1 liMP ,_ int..-d et 111:1 ~ 

..w lM'dac w \be •"'- be.._ u.. 

-~. 

·~· C"ii"'NI) 0 MOIJII'hn· .lr, 

IIIII I ,,. --- r..a&, ed--. ae.riU.. .. 
a ; .. 0 ?"'•• 

•• ., ..... D. c • 
..., . 

Regraded Unclassified



• 

liT d-.r Jlr. Ch&i..ana 

l aa •noloaia.t ' or 7ou:r 1nf'ol'Mt.1ou a 

c:o;v or a eout i dent.hl lot.ter wbich I !~•• 

l"eoo1...,!1 l'roa 'rho Hooorablo Chorl oo A. 

clawel J11:1e 5, 19)9. I .., aloo cneloainc o 

cow or ' IT ropl,y. 

I ulaall l<oop you 1nforaod or MIY •rro"fl ... 

Ment e loo'Ung t.o the conf• r&nce het .. en the 

Sl.llc:orol,r, 

TIM liotlorablo Jer- Trani<, 
Cbau-n, S.cur1t1oa and 

wba,.• eo-u.1.0n, 
lubit~~\on, D. c. 

lncloouru 

(el~ocl) 'R . Morll:"otbau. Jr. 

.. 

Regraded Unclassified



oow or a eoa: lduUU le\t.r wla1clt I bue 

.--l'nll r,_ The a-rw!IU Cb&rl• Ao 

o...w... lluut.r of 11..,.. or c.-a, 

daW 1- S, 19)9, 1 M a.Uo ..,cloalftr a 

MpJ ot It' ropq, 

1 •ball lleep ~- l nl'o...c or &IIY •rr&r.c.­

-• l.a1t1111 t. tiM conr . .... ~ • .,.t_n tho 

tM.._.~Iwwarraa~~, 

•• -· ........ u. ... 
b:b •• cl f•S., 

••'•'-• D. c. 

---

Regraded Unclassified
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JUif! 9 193! 

liT d...- Mr. Chat'l'anl 

cow or • conrtaanUu latt.r wb.icll l ~»-•• 

.-.ce !Yecl rroa fbe iioD<>,..l>l. Cbo-rl .. A. 

~ Wlj , llinlater of t 1..., • • or -a....S. , 

dated J11n41 ' • 19.)9. I ""' ..UO cn:looiliC a 

con of 0(1 r·~· 

I ot..ll U.p you ln'orc..t of .. Iff orra•·c•­

• • nte look1n, to t~ conrarenc• ~•t ... n the 

two c:-ount,ri o.a. 

Tbe ._.Ill. Jar- i'rant, 
Cbai'ran, S..UrJU.., and 

&aeM.,.a Ce-JN i oa, 
l&llblnc toll. ll. o. 

('11cet41) R Mol'ftnth•u. J r. 

Regraded Unclassified



I •• •nolotiac 'or rour tn·o~t1on a 

C-Op)' o r a eon!"1dent.1U let.ter whJc-b 1 !:aYe 

..,.ta lool<ln« to t!>oo con' r<>noo lf t ... n tllo 

t.wo oou:nt.r1o.e . 

,. llot»nble Joro. r.ranl<, 
C•l.--o , S.OurJtiu AJlC2 

.....,.,.... Co:aJuion, llubt,.-. n. c. 

Regraded Unclassified



JUh au t33i 

I • • • ocl oa1nc .. or 70W" l nforMtion • 

COPJ Of & eon!J4ent1&1 l etter whloh 1 have 

C•wmillc, IUn.iater ot 'lnenee of Canada, 

da tecl J.,... ' • 19)9 . I u also enclo• inc • 

oow or "¥ re:U.r. 

I aball k .. p r ou i n!oi'Qd or • 111 arr anco-

.. nta l ool<inl to the conferance be<n tn t he 

two countrioe. 

Sineerel,r , 

!be llotooJ'tble ....,.iDer 8 . lc:elee, 
Cha t,....., lloud or GoorerDOra ot 

t he ' ederal l!e ae"a Brat., 
r .. hinltoa, D. c . 

lllcloaurea 

I 

33v 

.. 

Regraded Unclassified



JUtl 2 ll 1!1~8 

I .. aaeloe!nl !or 7our 1nfor.al1on a 

C.....S..., • lAla\e>" or 1 ilanc. of c:.....s., 

dat.cl 1- ' • 19)9. I .. w o enclolllac a 

cew or -rt re:>l,r. 

I eball iiHp 70u inl'ormac! or &JIT arranc ... 

!lie a-.111a ~r 1. lccl.M, 
Chat.--, loud or o..nr- ot 

\be r ..s-.1 ....,._ IY•._, 
laohiol-.._ D. c. 

331 

• 
' 

Regraded Unclassified
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I •• """lo•i"' •or your inl'o,..,.Uon a 

COrti of a conl"1Aie.1tl.al l •tter w!llcl\ I lla .. 

llwlniJic, liwtar or n ... ,.,. o• c • ...., •• 

datocl J- 51 19)9. I u .U.o enclo•lna a 

1 •llall keep you in!on:ed of • 111 ..,.,. • • , ... 

c;onh loolr.in& to t he coofO>Tence between tllo 

t wo COW1t r1ee. 

Si~>earal¥1 

!he &ooo .. ~ ..,_1•r s. lcclaa, 
Cha 1,..., lloaJ'd of O...arnora or 

t he 1td•~ P.• ••rr• 8yetea, 
•••htnaton, D. c. 

~32 

.. 

Regraded Unclassified



• 

"' dou lb-. Cha irao1 

f •• eoelolir.;t ror 10ur 1nrorn•Uon a 

copr or a confidor.Ual l etter w'U.~b 1 bavo 

rece!Yod t'roa t'bo Honorable Cbarloo A. 

t'uMUc, IU~~Uto.- of Flnane. o f C'a'lOda, 

doled JIIDO S, 19.)9 . I •• al•o ~r.clo• l"C a 

eopr or Ill' re;>]¥ . 

l • boll uep you 1nronr.ed or "~~~' on-anc•­

,..llt a lookilll to t he conferonco bo t• oon tho 

two ooun\rlee. 

!be lloaora ble llt.rri.Jie:. s . k~••, 
Cbalro&t~, loud o! Ooftrnora ot 

tbe ' odnal RooerYo Syatoo, 
•••h1Jlltoa, D. c . 

.. 

- .,3 
-~ 

.. 

Regraded Unclassified



June 29, 1939 

3 pm 

.. 

Pregent: 

have 
beat 

14r. Foley 
llr. !.IoRey nold s 
llr . Gaston 
lira. Klotz 

H14 ,Jr: Do you (UcReynolda) recommend Stevena? 

llr. MoR: In co::~pariaon with anybody else I 
talked to outside or Dawson , I think he is the 
prospect we can get. 

HU ,Jr: You have not answered me yet . 

Ur, MeR: I haven ' t made up my mind whether 
he ought to be appointed or not ; whet her he has ex­
perience enough to do much good. 

HM ,Jr: Herber t? 

Ur. Gaston: So far as busineos qualif ications 
are concerned, I haven ' t the slightest doubt he ' s a 
very hi gh t ype, able fel low. The only doubts I have 
are on ma t t e rs or politi cs and business oonnectlons . 
He 'a a Republican, mildly sympatheti c to the Adm1nls ­
trat1on; thinks well of t he management o r the Treasury 
Department, but apparently does not think much of the 
Admlnletrntion polici es in general. He's pretty well 
tled ln with corporate connec t i ons that involve tax 
difficulties. Those are my only doubte. As t o hls 
qualifications • •. • • 

HM Jr: I think you have sl~ed him up beauti­
fully . That ' s the waY I s i zed him up. I eaid , 'Did 
you vo t e for Ur . Roosevelt in 1932i ' "No. • "Did 
YOU vote tor hi m in 1936? • 'No, • 'I won't ael< you 
if you will vote t or h i m next tiee . We might j us t 
as wall atop here. • He sai d, ' 1 am not vory pr oud ot 
t hat .• He l<ept sayi ng two or three times •very sorry 
t o take our time•· kept a pologizing. S01d, 'I did 
not wan t to oome ~ver as a sal eeman, but I have three 

34 
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different kinde or dress goOde I want Yre. Morgenthau 
to have. • I said, 1 Well, I will brellk my rule and I 
will aooept it. • He's t he fel l ow who gave her t hose 
terrible e1x pairs or ootton etookinge. 

But he ie the kind ot a fellow, it we got into 
a war I would l ike to have down here. 

Mr. Gatton: Right! 

.. 

Regraded Unclassified
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TO 

fROM 

SubJect: 

June 10: 

TREASURY DEPARTMENT 

INTER OFI'ICE C01o4M UNICATION 

DAn June 2<l, 1939 

Ur. Haas 
Seoret~ary ~g thau 

Data o at export sales and other market 
information, re~orted by Federal Surplus Com-
modities Corporation . 

International demand for grains disappointing, 
and Argentina seems anxious t o sell its ourplus. 

Dry wea ther prevailed ln weotern D~rope during the 
week, but the outlook continueo favorable tor a 
l>lg harvest in the Danube River basin and Rumania . 

Jane 1?. : Export demand for North Arr.Prioan wheat i moroved 
somewhat and it wao estimated that about 500, 000 
bushels had been worked to the United Kingdom, 
mostly Manitobas . 

June 13 : Liverpool established new season ' s lowe, deprecaed 
by Argentine re- sale wheat , but tir1.1ed later i n the 
oeosion on i mproved demand for Australian parcels. 

June 14: Export sales of North American wheat eet imated at 
750,000 to 1,000,000 bushels, which includes 
Uani tobas to the Uni ted Kingdom and Continent and 
some American P4UN1 Winters af loat or already in store. 

June 15: 

Heavy rains i n Canada, and conditione 1n west ern 
Canada are reported best in several years . 

Export busi ness i n North American wheat today 
estimated a t 2,000, 000 bushels, making a total of 
around 3, 000,000 bushels in past few days . Today 's 
business included f i ve cargoes of Uanitobae to the 
United Kingdom and some scattered Manitoba parcels. 

Argentine shipments estimated at 6,797, 000 bushels, 
tho largest since 1937, and compared with ~.g6l, OOO 
buohels a wec!t ago . 

,.1 

• 
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secreta.ry Uorgenthau - 2 

June 16: Export business rather slow, wlth ealee today 
ee t lmated at about 300,000 bushels, mostl y 
Canadian wheat sold to the Continent. 

!Aoisture oondi tiona 1n Canada arc reported 106 
per cent or normal. The wheat crop in Kansas 
and surrounding ter1·i tory 1e turning out better 
than expected, and estimates tor Kansas have 
been raised as muoh as 20,000, 000 bushels. 

Jw1e 17: No dat a on export sales. 

The rsoent decline i n prices, r esul ting large ly 
t rom crop improvement in th1s oountry, has carried 
Chicago Jul y down g cents from t he season's h1gh, 
and narrowed the premiums of Chicago over Winnipeg 
and Liverpool . 

June 19: Foreign markets easy due to weakness her e and small 
demand tor wheat in United Kingdom. 

The Chicago-Winnipeg July ditterenoe narrowed to 
9 7/S cents , versus 13 1/2 cen t s a week or ten days 
ago. Chicago July has declined to 14 1/S cents - 1 
over Liverpool, aga1nst 19 cents a f ew days ago. 

Jun3 20: No data on export sales, Inquiry small for actual 
wheat in United Kingdom. 

June 21: During past tour weeks world wheat shipments have 
amounted t o about 64, 500, 000 buehele, which is the 
l~rgeot tor a 4-week period 1n several years. 

June 22: No export sales data. In 10 ~ntho Canada has 

June 23: 

cleared appr oximately 135, 000, 000 bushel s ot wheat 
and f l our, which is doubl e the aJDOun t t or the same 
period last season. 

No export sales data. Shipments or wheat from 
Argen tina 1n June are expec t ed to run t hree times 
more than in June last year. 

June 24: No export sales data. 

It ie estimated that the world carry-over or wheat 
thl s year may amount to 1, 250, 000, 000 bushels, 
which would be the largest on record. Las t year's 
oat•ry-over was 595 , 000, 000 bushels. Ther e 1a a 
poaaibi l Hy that the carry-over in t he United Stat es 
may not exceed 250,000,000 buahela . 

• 
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General 
Craig: 

HJ.lJr : 

c: 

lil!Jr: 

C: 

Kr . Secret ary •••.•. 

Hello , General . 

June 29• 1939 
2:54 p.!D. 

General Craig . ~!r. Secretary, my time is very short. 
I ' m leaving here early on Saturday morning. 

Xes. 

And I ' m not go i ng t o be able to ge t around t o shake 
your hand •• • •.• 

Xes • 

••...• and to tell you t hat I thank you more than you 
know, and your oen know, ror your courtesy and consi­
deration, and t hat I wish you all the luck in the vo~ld. 

~/ell , t hat's terribly nice, General. l(y association 
bas been moat pleasant with you and I hope t hat in the 
long Ute you and l~rs. Craig still have t o lead that 
it will be a moat happy one . 

I t bank you, sir, and I hops I' l l oeo you some day 
when you're not bothered Md when you've gotten rid 
or all thie misery end stuff that we ' r e all going 
t hrough. 

\/ell, I -- I hope t hat at the end or 18 months t hat I'll 
ge t a couple or years ott. 

All right, air. I'll be sce ln& you, following you, and 
I want to thank you, Kr . Secre tary. 

'<hank you so much. The beat or luolt and my beat r oga.rda 
to !.tra. Craig. 

Thank you, sir. 

Good bye. 

Good bye . 

.. 
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June 29, 1339 
4:30p. m. 

o~cr~ tor : Oo ahead . 

r"Jr: Hello . 

Lo~:ell 
l·:cllett : :·iello . 

:r.:Jr: I ' rn againnt any loans to railroudo , how are you? 

1-: : \/ell , being a railroad man , I don ' t teol tha t .:ay . 

·:·Jr : 'low much did you earn a nonth on t he ra1lro ,ld? 

" · 

't 'Jr : 

... 

::: 

lll:Jr : 

" · ... 

... 

Huh? I used to sell a p!)les on a -- on a local train. 

(LnuJh t er) 

Say, Henry, the -- Wallace just called me and asked 
about t he t ime and -- and I e:r.!>lained that 1t was 
golnc over a t least until \ledneeday. 

l:ea h. 

Ri gh t? 

'•'hn t ' s what I told ...... 

And he wanted to know about wlH\t tit~e on 1/ednesday • 
I told hl 'l 1t wasn't r eally f ixed for tlodncaday, but 
i t wouldn't be before tha t. 

That' e right • 

::ell now, -- a nc! he said that he ml!!ht not get bac!.: to 
t ollll before one o ' clock on ~lednesda:r himself . 

':lell, he gave me all t hat and I t urned hi m over to you . 

Thls morning -- or t oday? 

He oalled me about an hour ago and I -- asked me a1l 
these t h i ngs and .•..... 

t.'hy would he call me t hen? 

And I said , •Call up Lowel l :~ellett. I t's in hie hands . • 

Is 1 t i n my hl:tnds? \I el l tell me t his , llo ve -- has t i1ere 
been any notificat i on to Carmody and others t he t t hey 
are not expected t here tomorrol(l 
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:-::Jr: 
... 
s;r: 
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I th1n!t 1 t uould b e nice 1r you' d lot tho:~ !tnou t l'.at . 

·.;oll now, t hey haven• t -- di d they &JCllOOt to be t here 
tomorro1·r? 

!lo, I -- I lett 1t purely 1n tho air . 

You t hink it ' s neceeaary t o let thom ltnou t hen? 

I thin!' 1 t 11ould be sort of n1oo it you uoul d •...•. 

::ell then ... . . . 

• .•.. • tell the=> thet it ' s beon ,ost,oned. 

•.:ell then , the onl.y ones I ' d let !tnoll' •:ould be ::terely 
Joneo and Ca~ody. 

:::Jr: :::oo.h. That • s right . 

" · Because tho other s arc subordinatoo. 

r::Jr: Tilnt ' o r1gtlt . 

Ri ghto I 

O. K. 

• 
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!!E t!OlfE'l'ARY LEGISLATIOll June 29, 1939. 
3 :15 P. lo!. 

Pr<>sent: 

H. IJ,Jr : 

Lochhead : 

R . ~ . Jr : 

l.!r . Foley 
!Jr. l!ernstei.n 
Mr. White 
~lr . Lochhead 

Hello, eente . Got i t all fixed? 

Tryi ne to. 

Sit down, please . 

(Pretending t o read from ticker cU pping) ll!ccarran 
says that you're a so and so (to Dernetein) . 

~J·nste1n : Pittman hasn't said anything, I understand, because 
he can 't think o f anything mean enough. 

H. l: . Jr: I see . You just came back from that confe rence? 

Dernstoin: No , I Ytes ?tith Archie. 

~~1te : Oh, you mean r.ith - well , we 've just been up to 
see Somers . 

I: , !!, Jr: Yes . 

B,IJ, Jr: How d i d you get along? 

7.b1te: He wanted some more amnunition, and he assimilated 
lt, a nd I think he'll play the ball ~ell . He says 
he is becoming convinced, althoucb we shouldn't 
push him too bard - he ls becoming thor oughly con­
vinced t hat the devalua t i on - that the stabilization 
withou t the devaluation i e of no use ; that i t i s 
all right with this Secretary, and if anyb~dy can 
give him a guaranty or a bond that th is Secretary 
will cont inue , that ' s di ffer ent , but if some other 
Secretary comes in then he cay undertake riskSwith 
the et11b1lization fund. lie 1 s try1nt; to make 
nllowance for t his Section 8 ~n1 9, prepare fnr it 
nhond of time . He sa i d ho doesn ' t know, and the 
way he feels is that if they're not going to get 
the povter to devalue , the hell with the whole thing . 
And he says tha t 's what he ' s gotne to soy until 
11 hours and 59 minutes . 
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H. W. Jr: 

White: 

~oley : 

l! . I:. Jr: 

r.hite : 

H. !J. Jr : 

~.'hite : 

E. r.:. Jr: 

\.lJ1te: 

E. M. Jr: 

Bernstein : 

- 2 -

Well , I nover saw the President in a better hWllor . 
He ' a having a good time . 

~~ . Secretary, the mor e I think over Bornstein ' s 
point , the mo>•e I think he 1a perfectly risht , 
I ' m not tool ing on that , I don ' t thi nk he could 
craTil out of it the other •to.y . 

(Hearty laugbLer) 

Cot him oversol d . Now he ' s going to be a menace. 

l~ry , I just can ' t keep up with you. 

It all hinses on the wo>~ "markeL price, " and I 
think unquestionably tho price the Cove1'tllllent peys 
f or silver ls not the market price. The market 
pri ce ls the world pri ce, and what they have done 
by throwing out foreign silver - they have reduced 
the market price, incr•eased the amount on which a 
tax could be collected . And I think t hey're going 
to worry - thnt 'e what they ' re worrying about , and 
they ' re noL going to let them have the amendment . 
Somers say& that one or the thi ngs they 'll offer 
1n return for •. . • 

The ta."tY 

They'll offer to include a prohibition or the tax 
in the bill 1n return f or devaluat ion and 66 cents . 
Somers also said that the President doesn't want to 
pay more - I don ' t know whethe r he got that from 
you or whether he got it fro~ somebody else, but he 
says the Presi dent insists be won't pay more than 
66 cento . 

I ' m just dividing - taking 40 from 77 - ge t 37 . 

Not 40, JJr . Secretary, because i f thoy throw out 
the foreign purchase of silver , i t might be 30. 

\'/ell l et ' s eay 37 cento . ~'hat l envee ~0 cents; 
you deduct 20, so you ' re right back to about 67. 

Right back to 57 . 
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mute : 

R. L!. Jr: 

Pol ey: 

E. IJ . Jr : 

Whi te: 

Lochhead: 

H. t!, Jr: 

Lochhead: 

Vohlto: 

Lochhoad: 

l! . Jl. Jr: 

- 3 -

"' '3 ~ "' 

They lose ten cents by their maneuvering. 

Tho Presi dent liked the statement , I wae over 
there for about half an hour . Can I tell these 
boys what he said? 

Sure . 

The President sai d , "This ~orninn I got •••• • ­
don't anybody ever breathe this - he said, "I was 
good. I saw Barkley and the others , and with my 
right arm I enid, 1Not one inch will I give in. 
not an 1nchl 1 But with my left hand I said, ' Boys, 
come and get it .• • 

Bow can you defeat e man like thatt Be says. 
"\"lith 11f1 strong right arm - - - bo;rs , come end get 
it . • Just like this. you seat Oh Cod• that was­
he was marvelous . Oh, he's having e great time 
out or thi s . I t hink he ' s having a gr eat time. 

You mi ght be interested in this, ln answer to 
Pittman. He claims that tho copper minos depend 
for their profi tabl e operation on the pri ce for 
silvor. So we traced the pri ces at which they ' re 
quoted the last few days . The Sunohino Silver 
Min1nB Company, which i s all silver - the s tock 
rose 25 percent 1n three days . The Anaconda Copper 
Mine dropped 2 percent , the Phelps-Dodge dropped 
2 percent. and so on. I mean that the - indicating 
that the price for silver ia a negl i gible factor 
to these copper companies . 

Barry, do you realize that 1f you a llow them 77 cents 
for silver and put these 300, 000 miners back to work, 
you won' t have to keep them on r e lief. 

That's what he claims. 

Balance the budget. 

That would be bad. 

You Ylanted the memorandum on how we purchase foreign 
s ilvor under the Si lver Purchase Aot . 

Oh yee , 

.. 
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Now, what have you got beret 

ae rnotein: Beg your pardon? 

H.M. Jr: What are you all doi ng, what are you here for? 

Berns te in: You asked for a memorandum sho~~ng how we could 
purchase domestic silver under the Silver Purchase 
Act after June 30 if the powers aren't extended, 
and we have a 1128l:lorandum that shows how that ia 
done, together ~th the regulations that you would 
1eeue. 

~ .U . Jr : Is that just one - this ono thing herof 

Bernstein: The memorandum on top , and the regulations under­
neath are rogulationa that you would iaaue. 

f. . ~. Jr : That would give them five months again? 

Eernstein: The regulations do not spell that out. 

H, M,Jr: 

Foley: 

P. . U. Jr:' 

?oley: . 

B . ~. Jr : 

'lillite : 

H.M,Jr: 

I th1nk we 'd better give five months on the domestic 
thing . I don't want to give Pittman and MoCarran 
a chance to say that I am unfair on the domestic. 
But on the fore ign, juat take spot silver. 

You mean if the powers aren't continued. 

Supposing they don't pass any legislation between 
now and midnight . 

Yea . 

Well then, under the Silver Purchase Act I can buy 
foreign silver. It specifically mentions that . 

If you don't buy fUtures , they'll drop pretty 
sharply. 

For who? Well , the more they droJ) the better. The 
way l ' m thinking today domeoti cally I don't want 
the a .. fellows to say, ''Well , Morgonthau is ~ust 
making i t impossible; for a couple years he s been • 
giving these fellows five months to run it through. 
so I'd continue the anme thing . But on the foreign 

.. 
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Lccl1head : 

l!erns to in: 

l . ~ . :r : 

oernste1n: 

n. t: . Jr : 

ll<lr'Tlatein: 

E . t~ . Jr : 

l 

- 5 -

thinS - any forei gn- mined silver, I ' d mnke the 
fellOYI come with the bar, and tho day he bri ngs 
the bar we 'll decide whether we want it. 'fhi s is 
tho way I ' m thinking thi s afternoon, And that would 
force the f oreign price of s ilver down. That's 
the way we talked t hi s mor•nin6• 

That ' s right , and it can be done - a decision made 
today, and you can change your mind tomor row. 

I'm afraid to do something - u~ to now Pittman can't 
put hie f i nger on me and say, Worgenthau, this isn't 
•••• " - he has nothill{l to put his finger on; each 
day the price dropped tor silver, it hasn't gone 
down quite as much as the price went down i n London, 
hasn 1 t gona do;;n qui te a s much as 1n London. But 
it I'd change the domestic regulations , he'd have 
something on me , 

This thing will mean that you proceed precisely as 
you did under Pr esidential procla~Ation, with one 
except i on, and I might mention i t . Under the 
Prenidential proclamation, the px•oclamation sta tes 
thu t 1t i a t or a particular per•iod of time, let's 
say fot• one year, for s ix months , with power - the 
President reserves the power to revoke the proclama­
tion at any t ime. Now, ao we have this set up here , 
you don ' t state any termination. You just say that 
you 'll buy silver, newly- minod domestic s ilver mi ned 
ntt or July 1, and you ' ll pay 64 or whatever price 
you want to pay . And you can chango the price at 
any time. llow, that's tho •1ay you proceed under the -
with respnet to gold . 

All riGht . Now, w~ll somebody find out tor ~e , are 
the !.lints s o in& to be open Sn turday and llondayf 

I have - tbnt ' s the question I now have . 

Are the Mints going to be open? 

Presumably they would not bo opon on Snturdny. The 
30th i a Fri day. And the queotion that comes up is , 
do you want them open until midni(l)'lt or do you want 
them to clooe at the normal business hot~? 

Normal. 
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Bernstei n : Normnl business hour. 

I! . L!. Jr: Vlhnt 1 s the normal business hour! 

Bomstein: 4:30. 

R.M. Jr : And would they be open Saturday normAl ly! 

f.er ns tein: Normnlly the Mi nts are not open Saturday, and in 
thi s particular instance , Saturday being July 1 , 
it becomes immaterial . 

E. U, Jr: Why! 

l!erns t e1n: Well, the cut-o.ff date 1s June 30th, Friday. 

24& 

l!. ll. Jr: Supposing '110 bAd a bill, that everythi ng was normal; 
I mean what would be the perfectly normal thing to 
dot Supposing there was no pendi ng l egisla t ion. 
What? 

Bornstein: The Uint woul d be closed over the week- end. 

P., !I., Jr : The l.lint would be c l osed . That would be the normal 
thing . Are they cl osed every Saturday? 

Be rna t e1n: I wonder . 

l'. . l:.. Jr : Do you mind - just l et me make a test of th1a . 

(On phone) The Direetoress of the ~int . 

V/ha t 1 a her name? 

Foley: Mrs . Rosa . 

Eemste1n: They may be open Saturday. 

Yihite: Tbnt's a new term. 

H.!t, Jr : The Enelish language hasn 1 t reo.ehed •• • • 

V•hite : It ' e flexibl e . 

R. !l, Jr: Don ' t you ever rend Time magazine! 
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Leland 
Howard; 

:mJr: 

H: 

!U·!Jr : 

R: 

l~r. Secret ary. 

Hr. Howard. 

Yes , sir. 

June 29, 1939 
):)6 p.a. 

347 

\'/hat t i me do you close the mint s, normal l y, on Fri day? 

On Fr iday at tour-t hirty in all the i nstitut1cns, I 
t hink, with the exception of San Franolsoo, and that's 
four o'olook. 

!low, what ls t he co=on practloe ln regard to Saturdays? 

Well, t he -- all the 1nstltut1ona are closed on 
Saturday. or course , the guard force ls -- force i s 
t here, except ln New York and they leave enoll3h force 
there to handle any bu81neee that cooea in, lllte boats 
to be unloaded, or anyth i ng or t hat na ture. 

Hell , do you ever take ell ver on Saturdays? -Ah -- no. I n New York they make take silver on Sat urdays , 
yes . That would - - but t hey do not receive newl y mi ned 
silver t here , a s you know. 

Yeo, but not newly m1ned1 

Not newly mi ned. 

But the normal thing then would be all t he tDints would 
be Qloaed on Sat urda)'1 

Yee, sir. 

Ie that rlgbt? 

Yea, slr . 

0 . JC . Thank you. 

Yeo , elr. 

Thank you. 
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~nita : 

H. f! . Jr : 

,,bite : 

!:. t!. Jr: 

V.nite: 

• ! • !!. Jr: 

Operator: 

Lochhead: 

- 7 -

By the wa~, I di d forget that Somora di d say thia. 
He said, The Presi dent insi~ta on 66 cents. Be 
won't talce any more. " 

Vlon 1 t t ake 8.1:\Y more? 

"He won 1 t gi ve any more. But wi ll he throw me out 
if I come with 70? He won't thro" me out ." 

Vlhatt 

·~t I come w1 th 70. " So I gueaa he' a go i l\g to try 
to aottle at 70. 

The one tioe I've called the Di roctoreas •••• 

(On phone) Hello. 

Wra . Ross has gone f or the day. 
there - her secretary. 

Cal l f or her assistant. 

t.lrs . 'lilkins 1s 

lle•'lls tein: llo.,nrd. 

I! . ~:. Jr : h there a Mr . Howard there? 

Oparatot•: 

'l.hlte: 

Lochhead: 

E. !!. Jr: 

Wr. l!oward? I think he 1 s there . 

He ' s the assistant. 

lie 's taki nG Wrs . O'Reilly 's place. 

Fi rat time I •ve ca lled her i n about two years . 

(Conversation with Ur . Howard follows:) 

?'8 ~ 4 

.. 
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Lochhead: 

l'lhlte: 

I! . IC. Jr: 

'1/hlte: 

Lochhead: 

- 8 -

We never make contracts for Saturday delive17. 

Ho needs a little cooch1nQ . 

Well , I ' m going to read this stuff, a.nd the chances 
are that some of you will get a call to be here 
maybe at 8 : 30 tomorrow. I want to read it and then 
aak you some more questions . And in the meantime, 
with the help of Vlh1te , I take it you (Bernstein) 
are going to wri te a bri ef on taxes. 

Yea . I •m sold on the i dea. 

Well , that ' s marvelous. 

Source of revenue. 

But Bernstein hes been f o1•ced over to the other 
aide alread,- . 

.. 
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TO 

TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATIO N 

OATC 

SeeroU.~ Morgent~u 

llr . Foa.T 

Re• Purchase of newl.T-atned do111at1c dlYer 
'Pld't tho SUTer Pursbt•• &qt. 

Under Sect ion 3 of the SilYer Purcbaee Act the coiDage aints could hs 
inst ructed to purchase ..-1.7-ldned doMstic eilnr. There ban hseo dre."ted 
an3 are attached hereto reculatioiiS which would estahliah the proeedure f or 
!1l<h purchaell. Such procedure would hs sl.ml&r to that heretofore followed 
bJ' the ainto in reedY~ newl.T-a:lnod doEstlc s ilYer Ullder the proclalllltloll.l 
, or the Preside nt and the roculations whlch ba•e been dn!'ted follow Yerr 
i closelJ' the rosul&tiono issued Ullder such procla.w.tlons , Under the proposed 
regu!AtloM the purchaee of ailYer pursuant to iDitnmente of trane!er, that 
!.a, tor futUH delinry, wq eit her be peraitted (u occurs under tha present 
oot-up) or denlld. 

The regul&tlcno contain no tol'llliDition elate, but prOYide thet tb<17 M:f 
re•oked or liOdltied at arv t iM. The regulations also provide thet the 

pur'c"''"e price h eubj ect to change si~ on notice to t b.e minto. Under t he 
set-up tbe proclamation and the regul.ationa contain tarelnation 

hut the President could ban changed the price a t arv tilll tv 110d1t:Yins 
procls.'llt.tlon and regul.at.ions . 

The silYer tu statute -.lees ezpreas en10ptlon tor the depoait or silnr 
pur:llllllt to presidential procl..uatioa. Such exe10pt1on will not ·~ to the 

>UrC:hs11e ot nnl.T-all>ed doaatlc silT.r Ullder the Sil'Ver Purchase .l.ct, and 
fairl,y olear t hat tax r eturns will haYS to be tiled 1D connecti oa 

ouch aalea. It 1o, honnr , douhtfl:ll. whether Ulldar the statute arv tax 
aetuolJ.r be d•~a on auch sales . 

• 
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S»JTILW 80.1. 8oope. -!b- rocW&Ucae r.at. t.o 

t.b• purc~>ua liT t.ba llllited Sktee ooinqe 111Ate ot allnr 

mined .I.D t.ba 'lil1ted Sktee or IIDJ' plAce .W,Jeot to t.ba 

J~otioll tllcreot plll'e.amt to tile prorlaiODa ot aeoti<m 

3 of t.ba BUYer l'llrdlue .Act ot 19.34. 

sm. 80.2 . .lut.bor11;')' tor regul.etscaa.-!b .. • 

r e&UJ.at10D• are 1ee1M4 ..,4.,. tile BUYer Purobua Act. of 

1934 (48 stat. U78) aad aeotsca 161 ot t.b• Jleorl.aed 

!be tent •peramo• • ...,. c i:A41'rl.clll&l, part.oenob.l.p, 

ueoo1at10D, or oorporatsca. 

!be tent "Uoited statN oo.I.Dqe 14Dte• .....,. tile toUo1111a 

ll1ntl1 llllited statal II.I.Dt, Pb.1laclel.pbia, Pa.J llllited Stet•• 

11111t, Son Prco1aoo, Cal.U. J 1Jn1ted state. II.I.Dt, Dcyar, Colo • 

.llld lb.aoanr autllor11;')' 11 oonterred .I.D tllN& r acuJ.at.iala upcill 

a "aint" nab GtborU;r 11 CCDtcrracl upoa t.ba peram> looeJ l T 

1n cbarp ot til• 111At, aot.I.Da .I.D ~·· dtll in~ 

ot t.ba D:lreotor ot tile 111J>t or t.ba s.or.t.orT ot t.ba !NuUZ'T • 

sm. 80.4. 1\>rU.-ADT tora, t.ba .... ot lbiab 11 prel4!'1l>ecl 

1n t.baae regul.eUona, WT be ol>ta.I.Ded at ,.q- 1Jn1ted State. 111At 

or u.., otttoa or at t.ba fr-..ul7 Dapartaaot, lubinctca, D. r.. 

sm. so.s. RnooaUon or ....un.o.uoo.- !ba proyili<lca ot 

t.b01a regul.eUona WT be r<m>ked or 1I041t1ed at .,q tile. 
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SID. so. 6. &Unr IIIlich ldlJ. be JlUl'chaaed.-!be llldtecl 

sto.tea coinaie 111Dta, lllldazo the ccmdiUma bereinattc ~eo!, 

and subject to the appropriate rogul&Ume &OYel'llillc the llillta, 

are berob7 autllcrised to purcbaee .Unr ob1ch aey luab llillt 

u a~t1a.tied baa bee 111Ded on or otter Jul;r 1, 1939, b-oa 

natural deposita 1D the !kited Statee or 1111;1 pl.&ca 8\lbjeot 

to the juriadicticm thereof'. 

&ICb llillt.a are alao authorised to purcbue .u.,.... IIIlich 

toru a part ot a ll1xtiiN o1' -.at1c, aeoocdarr, cd{cr 

toreiiP' au.,.... proyided such 111Dta are aatist1ed that the 

aggregate ...,...,t o1' lllch Jdxture ao pul'<lllued doaa 110t exceed 

the IDO\Itlt ot lllch Jdxture llhich baa be., llilled ca cr attar 

lulJ' 1, 1939, 1'roa natural deposita ill the IJnited Statea cr 

any plaoo aubj eot to the jur1adiot1<11 thareor. 

sm. so. 7. .ltt1darlta.-»nzy _.. depoaitillc .Unr 

under the prcrl.aJ..ola o1' theae regul.aticaa aball tile lith eo.ob 

depoait a proper]¥ -..ted a1't1darlt 011 tora TSP..J. ad aupportiDc 

att1darlt or att1darlt. ot the 111Dar or llillara 011 tom TSP-2 or 

TSP~, llll1chenr 1s appropriate, ccmtaiDillc til• 111t.....,.t10D called 

tor ill llllch 1'oraa ad ueouted mdar oath before ., ottuar clulJ' 

&Uthol'itecl to oda1n11ter oatlla. 

sm. S0,8, IDr.i.dmoe IIIlich UJ' be d_,deci.-Por-o depoaitillc 

sUyer llZidar the prcrl..oiooa ot tlleae reculatiooa lhall turniab auob 

l'Urtber orldmoe aa -.q 1'roa U.. to ti.ao be requaated bT uv lkitocl 

Statoa ooilleco 111Dt or the Director ot tho llillt, inoludinc atf'idarlta, 

aoom report., ..,d a110m abatracta trca boob ot account ot 1111;1 llillea 

or tm7 or all ..eltera or ret1Deriea bcdliDC luab .u ....... 

~:::2 
-~ 
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SEC. 80. 9 . Pllrcb&ae price. -Tbe Dait.ecl statee coin4ge mnta 

S:tall pq tor all silver pure!w;ed 'bf th.,. 1n accordance with the.., 

r<t;!tll&tiono 64.64/- cents per tine troy ounce without deduction for 

unt ohnra••· TbJ.e prieo ""'¥ be chanced by the Secretary of the 

Tt-erun>ry .rltllout notice other than by notice of aucll oho.nge mailed 

or tclegraJ>hO<l to tile ooin88e mints . 

;r.c. 80.10. Recorda . -Every person dopoaitlna ailver under 

t..ooe ro;ll1lat1ons, and ovary person owning or operatlna a 8llltiter 

or rotinory at 11hicb silver to be deposited under thoao rogulaUooa 

is a1xod witil eeeondary or toroiD> silvor, or beth, eball keop 

lle'.lr,tc rfiOOrda Of all acquisitiooe, 'bf min1.ntl or otherwise, and 

01 all discoolt.ions or silvor minad on or after July 1, 1939, 

incl>ldlng, 4JIIOI18 other tll1ngs, r<>cords of tile dato 11!ten ouch silver 

""" minod 1 ncqulrod, Md dlspoaod of. &loll recorda altall be 

pt'Csorvod for a t lonat l year nftor the last dollvory and 11ado 

av J.lablo for oxamiootion by a reprcsonteUve of tho Director of 

t.: " lot UJ>OD Ute roquest of such representative. 

SEC. 80. U . Roports. -Every perOO!> depooitlng silver undor 

IJ "' re!l1114Uooa ohall tile with the Director of Ute llint , on or 

bt:>re tho 2Sth day of each 80llth a.''ter tllo depo:dt 1o lllldo, a 

r" 'Ort on form TSP-) covaring tllo preceding calendar 100nUt , pro­

'l'icood that tho Iirst report shall covar tho pnriod !'rom JulJt l, 

l)J9 to tho ond of Uto calendar month prscoding Ute roport . &lch 

Njl<lrts •ill bo oxoouted under oath oofora on ortioer duly authorized 

t..> a<llll.inioter oatllo and shall contein all of tho in!or<D4Uou called 

for ln auch forti . 
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SIC. 80.12. &cr-t relatJnc to ~.-PJor..,. per.., 

dopotiUD.II, UDder til••• rogulatioo1a, allnr wb1d1 bu be., 

1111nod with aeoondary or tor~ allnr, or both, at a aeltar 

or rot111817 other tban that ot the par.c111 ald.tlll the depoeit, 

ahall, up011 requeot b7 m;r United St&tea coinaa• IW>t or the 

Director ot the 111Dt, al8o tile with - depoait ot a11Gh allnr 

.., aqeea .. t proper]J" cecuted \lllder oath b7 a clulJ" authorised 

o!fieor ot .ucb other •elter or rot1DG7, that the rooordlo 

11111 be kept u prorl.ded 1D th .. o recuJ.atioo11, me! that web 

rooorda dll be a...u.blo tor Cl•1nat1oa b7 a repree011t&UYe 

ot the Director ot the llint tor at lout 1 T&ar attar the wt 

Socrote17 ot tho T'reuu%7. 
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TO 

TREASU RY DEPARTMENT 

INTER OFI'ICE COMMUNICATION 

DATa JW10 29 o 1939 

Sooro~ary Norco~~ 

A. Loobhoa4 

br Proo~ure under vh1cb o11Yor 1o purohao~ 
b)' tho J'o4oral haorn :Sank of 11ft York 
aa f iocal II&"Dt of tho u, S, un4or the 
Sllnr Pnrcha.ao Act of 19}~ 

SPO! Sll.VD 

(1) Spot ollnr 1o ollnr for 4ollnrr tho oMO 4q or tho ~ext vorZ-

(2) All ouch o!lnr to bo eligible fol" pUr ChAOO .,., be In bero of 

1,000 ounc .. , h«t'1~~g a !ine~ou of .999, IID4 boul~~g t ho aark 

of a rof1~oey locs.to4 1n tho U~1 tecl Statoo . 

J'Olrli.Allll SIL'IllR 

(1 ) Pot"Var4 ollYor 1o ollYOI" purchao~ for cloliYor,r up to fiYo ••~tho, 

(2) Such o1lnr to bo ol1pblo for purchaoo 11110t bo 1o baro 1,000 

ounc•• ·aM of a t1neneaa of . 999. The eeller wet «:h·e the 

coW1tr)' of orlg!~, otato t hat tbo o!lnr 1o bol~~g ron~ 1D tho 

U. S., &Del arq othor perUunt 1ofo,.....t!oD rocarclt"'t tho o!lYOr 

that aa1 bo roquoote4. 

!horo are oo prlntocl or public regulat1ooo ropN.iq t ho purcbaoo of 

uoclor t ho SilYor Purohaoo Act ancl tho quallf1oatlooo an4 cond!tiooo 

lonecl 1\boYo can be clll!.llgocl a t any UM &D4 in any JnADDOr by tbo !Haour:r 

t prior oct1f1catlon. 

.. 
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~ 

Seotl on lO(a) of \he Sil•er Purchaoo Act pro•ldoo for tho p.,..nt 

of 5~ of the profit on tho oalo of oll•or, payable by tho trenoforor, 

A!tldo.Yl h on Pora 2 with tho neeoooal'J' Internal Ronnue oh11po roprooont­

l!lll the tax o.ro fllod vi th tho Podoral Reoont Bank of Jlov York vl thin 

JO da71 attor doll•or.r of tho oilvor. In tho caoo of producer• a lottor 

to !orvardtd by thoa to tho l'tdoral Rooono Bank of llov York otatlng that 

their romrno art being aa4e in the roplo.r aonthl7 tll•or taJ: ,..port to 

the 'rroUU17 dlrocu:r. 

VbAa ail••r i a traneterred and ~ ~roll\ la cad• or a loea ~•~ta 

tho uoual atfldaYit on !'on> 2 -•t be flltd vlth ,. 1.1 Internal l!enDW~ 

CA!IJI)I.AN AGBllEM!Jll'r 

Tho Only &£rOO~ont to purehaoo oll•or in o!foct At tho prooont 

time h thnt v1th CanadA for 1,200,000 OWlCII monthl7, which oxplreo 

Juno JO, 1939• Tho tilver purchaoed undor thlo ..,..eMnt 1o nw 

production for dollvor.y v i thin thirt7 4&7• end bldo aro aado dail7 

at tho prico oet for tho da7 by the !'retour)'• 'l'ho mara of Cenedien 

On June 6th, the J'edoral Reoone Bank of Uov York forwarded to 

tho Troatur7 a cop7 of a lett er received froa tho BAnk of C&D&do 

at atlns that tho Bank of Canado vould bo Blod to ronev tbe arran&eoont 

ror tho month of Ju1y , 1939. Up to the preoent time no ropl7 to thio 

letter heo boon oent to the Federal Rooono B&Dic of !lev York. 

• 

Regraded Unclassified



TREASURY DEPARTMENT 

INTER O~FI::E COMMUNICATION 

OAU Juno 29, 1939. 

ro Secre~ Mor&enthau 

'""" llr . Foley 

For Yaur information. 

llr . Jeue Jones, CbairJoan of t he Reconstruction Finai>Co Corporation, 

• P!*"'ad t.od~Q" bet oro a SubcOII:Iittee or the Senate Coc:aitteo Oil Bonlr1 ng and 

cu....-.ner and teetitiecl concorntn& the llead bill . 

llr. Jonee etetecl the Mead bill would not etteotuet o an incnoase in 

r.ho londill£ operations of the Reconstruction Finance Corporation and that 

Ul1 business IDM orho can give reasonable assurance of hie abillt,. to repey 

• lorn can now obtain it from the Reconstructi on FilWICe Corporation. He 

ataead that 37 per cent of the loaJ>s made by the Reconstruction P'ine.nco 

Corpora tion have been i n <1110110ts less than $5,000, 71 por cent in aDOunts 

of less then $25, 000, 83 per cent in amounts of len than $50,000, and 91 

JlOl' cent in 8110unts ot len tha.D $100,000. In reeponao to a queation or 

S....tor 'iiagnar, wbo pointed out that the 5 per cant intereot rate charged 

br the ReconatNCtJ.on P'il>allce Corporation ie IIUCh bi&har tha.D the rate at 

which large buainoae enterprises can obtain capital frca comtarcial bo.nka 

thus tends to place -u business a t a diaadYantoee, llr. Jones stated 

that he did not believe that the 5 per cent rate io axceasi ... 

I t 1o his opinion tbnt banks want t o lend and are tr)"ing to lend but 

that they are trequentq 811bJocted to •outAodad, unintelligent, and officious• 

1<1.<1:•• by bank O><:aiOillera and that more cooperation t r0<1 bank """" nl ng 
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.,encies wo\llcl help to loosan credit.. Be stated thAt tho lond.!Pg I'<IOunl ot 

t!IO FederAl Reserve banlca abowa that they are not in ll)'lllpatq with direct 

l oons to industry. In replJ' to SeDAter lloe.d, who pointod out thAt 11arr1nar s. 
Eccles, Jeromo FrNlk, Ernest G. Draper, and others bad testified thAt there 

is o distinct noed tor additional cr edit tacilltiea tor DAl.l and udiua 

.t•ed business enterprises, Ur. Jones indicated that be •s not iapresaed 

llo aent1on ,.. -. either b7 llr. Jones or -bar• ot the C....S.ttee, 

or the proposed landin& PJ'Oil'llll for selt- l1qu14At1ni projeota outllJ>ec!. 1>7 

the Prooidant in his latter ot June 21, 1939, to SeDAtor Byrnes, Cba1nlo.n 

or tho Special Semta Colmlittee to Investigate UDOIIploymant and Relief, in 

rep};( to his oomaunication or Jwae 19 requesting the Preaidant• s attitude 

ll'l.th reapeot to tho transfer of certain relief appropriatiollll to the Public 

Works Ade1n1otrat1on. 

Jtr. 11a.rr7 L. Hopkins, Secratary ot COlliii41'Ce, i a scheduled to test11)­

bel'ore the Co.l.ttee at an ear]¥ date. 

f.;; .;J. 
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Present : 

Mr. Lochhead 
t.tr . Dutt1eld 
lira . Klot:t 

June 29, 1939 

noon 

I told Lochhead t o drop t he pr1oe ot a1lver one­
halt cent, malt.1ng 1t 38 cent s . 
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He: Pur·c'•••e o " newl, ... ·llined uo•'Q4l,,. a i l • er 
uodtr t ' ' S: ly[l Py'c 191« Ar,t , 

?.1.t ..,..ctlon ~ of tho Silver .~c ..c;o t1 A.ct. t. '- f.OJ ...... tnt$ could ... c 
l ;att-:,eted t u-c '\o ... o ne'a'.e¥- :dned d" ett.l~ U v .. :" . T .e.;:u ~· Y .. t.cer. , t.ed 

• t&· • ..t er.t.o ~""'U&at1ons •~1c~ W'l\1.4.4 ea~l~lltb t~a 11 O~;.C~.!'l.r~ or 
:trc .... • -n • procec!~e •ould b. aio:~.U ... r ro t.'" t. '" eto'ore ·ollo .. ~~~:a 
dn~• J :1 J"ece1v 1r -t: rKWl.y-~:~1 '":-ed co-·sttc 111' r uJ¥.Le, th'- r-oe.o.. .-:alto. 1 

u .d """ .t. a'1d l "'l e T&,lU:... t.iona •h.!cn • • lA•n dra~t.en oLo• very 
f.\~ ,....,u.l._ t.ions is~ u:.ox! er e·J~!l r:J -'\.lo-a.; . U e r t.'·r ro :x:urud 

or.. f t• :.w. cM.ae o· silYe\ u:r.oua.1' to kn~< t rn •• 1tj• o' • r• ... a~"c 1 t~ ... t 
\Jt•1re vl1ve:r;• , lft:!3 "'it!\cr t..e (II ::u t.t ftd ( •If oec•U"a un.:te1 t _t; rt .. e t 

nr l.lonied . 

T.\e r1f.!ul.l\t1ona co r t&1rt no ter~~atnatlon. uat.a , \It ,,·ov i!"tt t. •• • t t 'lcy ~· 
'• r volc.ttd or aoc1 1r1«~<t At ft £'0' t i r.us . Tht: . nul \.ions 1\1 o rov .. d~ • M t the 
ur· u tJ ·1c" 1 ... oul j ect to ctumg~ ... i •plJ' on no tico to t"to mints . On lv:· t h, 
rue t Ket-u,l t .ll r,rocJ.a~;at.ion ttud t he r egul.h U ona t.1>nt.IJ..ln t.•·ralrUtllon 

:.at,.,, but t 1
\C: PJ•uti!.le n t. could hnY111 1!"\. r~ t. ... Vlt'fl "'.t llJI)' t -e L.'Y :Kldi yi~.e 

t .<' oc t t.lon and rea;ul, t.ioM • 

... . e a .lYer- t.ex a ta tute u.kee es r eoa exe..,tJon .-or t t c ,>es~ •.. ,. sJ ... • "r 
:-•_. t •..o r)rea i d,e nti&l. procl.aat.1Dc. o.JU~" ax-.IIJ)01on vtll rwt •?~ t.o t .o 

;le".'Jt.• a or ot4-J-&1.necl do-eeti c s i l Yer un:!& J '· I •' lver ?urc'\o &L J~L, •al 

h. ~•• :t atrl,y cl ....- that ta.x rt.tur,,a • ill :v•e~: t.o be '1i.cl ln toruee t.Jon 
!h •'lCh Ale:a . It. 1e, howno.r, doubt."Ul • et..h~:- under t.ht •t.e.t~t.e 4l.!lf tax 
~~ '~>llT bt due on auch a&lea • 

• 

• 
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••••'UI' au.fta ' A?YI'J-

• 
b ,..._.,_., 

om ... t u......,'-'7, 
, 19no 

.... 
to.l ..... 

a....,~ a..w.u.­
ft\l.e Jl - ...... ,._ 
.,,.... J I I • ...., ot'rl-
IU\ ao - a. • ...,.... ....... .u. 

al- a.laU... . , 
• 19, 

IOoJ ... '"'• .... ...-la"­.., ..,..._ 
8QM .... 
... , lrf I"=- l'lft•M= 
..,.. au- .ua ti&U ... ,.. , . ... 
.,., .lftWalf& .. 
to.a lf't I fld.n. IHq lie PI ' • 
lOot .. 9 

M ,.&-. 
IOoll Ill .. 
IOoUSs .. 
ICioU ... ' "le"IJI .. ~~--

• Saord- iLl .. MOl;: ' I 1! fb - .&J, a ..... 52 
... ""' ........ Jl •• .. .. ..... " Jl . . .. c. .,, -.. , 1, ~... h .. s. 
161 ......... . 

... 
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.:JCtiOI 110,1. Soope.-tho .. """"~1ono r.U~ 11o 

\bo j.ut'QI>ue _. U.o lllll\ed 5t.o t •o ooiJ>ap a.la t.a or l>l hcr 

a1nf4 In tile llli M<I l.t.atoa ot· <.t>;t pluo wl>J oo\ \0 lobo 

Jurhdlo\100 \ll•r oot IAli"IIWl' I<> tho pn>Yiolono or IIOO"On 

' ot "-~· au ...... f'woabuo J.el or 19)4, 

~ 110, 2, "'U~ol'i" for rellllaUGrlo,-'tbooo 

r•~Uoao ..-.. '"""011 un~er \ile Wnr Jlurecaoe Ao~ ot 

19)4 (411 llt.at . 1178) 011J .. c:1..1.., 161. of t.llo Lmoed 

o~UW~ 

• ..c. 80, ) , Der1ni t.loca. - !o t>aed 111 th••• r '".u.u...,_ 
!b• ....... i ....... IM401 - 1n4J.Yi®..l, ;J.fl"\:l-.r-Mitp, 

&eaool t\doa, or corpora tJ.on. 

Jllo lora "Ua1t.ed Ll\s~ .. oolnoao a1n~•· • ••"• tho roUnlo' 

11Jnto1 ~~11\to<l !lktta IUn t., l'hllidol,;.bla, h ,l ~ltod :;,ol.oo 

1114 l , ~ rr.notaoo, Callr,, llr:!t.aJ Sr..:... li ln ~, '*>••'• o.o1o, 

k.d obODovor ou \bor1" h cootorre4 1n U.••• r •c..t IJc..>a l.;cc 

a -.J.nt.• 11\lab auU>orl iF 1o -.t orr-.J.....,.. U.o ••r- l.<>c&U7 

1n d>orp or tho lliat., aQI.1nc 1n uoorilu\ca • I Ul .nov~U101> a 

ot tho Dir .o\or or tllo 111n1. o r :II• S.CZ.ot. t7 of loo t r.•'-'7• 

f.C. o0.4. r.nae.·-• ton. .. &.b• u .. ot • d ab l t .,reli.l:'1Nd. 

1n '-·••• 1"41jQlo\.1ooa, .., IN ol>\Olnod "' 0117 Dn l h d "''"'"" ai.nt. 

or • oaq orr.loe or " ' v:o !reuuq l>loj>61"taon1., lluh1nc\On, D. c . 

w.u. ao.s. 11.-w ont.lon or mdifio• IJOtlo- - lh• t-ro'tlolono or 

~·••• rcf.lll oUoca aq bo r <m>kood or • •11t1 od ·~ Ulf \ boo, 

• 
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ua. eo.6. au .. • 1• will -. JJUI'ob.uec.-11oo laSW 

........ , • .,.. .s.w. .....,. \bo .... .uua.a b.,.oJ"an.r epMln.c, 

ud .UJM\ w \bo qproprie.\e r o!l"lat.J.""a .,.,.,Ina •• 11111\11
0 

.,.. b..., 111\borJ...S w Plli'Gb••• all.,.,. 11tl1ct~ M7 oue a1a\ 

1o aoUatJed bu 'IHI• lli:led • or .n.r .JUlT 1, 19)90 hw 

uwr~ aopoa1w 1a \be lllllted Skwe or .. ., r h o• eubJMt. 

1o ""• J1&rla41oU• ""-f. 
Obue allYOr lll.\d> 

toru a poan o r a ala""'• or -..uo, • - d&J70 tcJI/.,. 

tord F oll9U' ..,...,l<led euob od.Dw are M '-l aned Ua~ tllo 

•u>"•P" _, of Ollob aJ.acur. eo pu-cl&a...S dooa no\ nu­

Ula _, or auob •b•""'• -..lob bao 'IHoon al&IOCI aa o:r ar\or 

lulT 10 19)9, trOll n•wral de;<.,al\a 1A \be lllt1t.ed S\8\0a or 

f1fl puoo 0\lbJoot. 1o tho Jviod.loU.. thareot. 

Sill. 10, 7, Att1<1..,.1W.-~ p6rooa <l• roduna n l'HI" 

llll4er Ula pi'O'I1a1..,a or """• l'aavl.aU ona abell tile .rwa oae 

tepoaJt. • pro,.-~ -w atr14a'l1t. oo t o .. JaP-.1. 1104 ""ppon1111 

Mrid&'llt. or att l.t.'lt\11 ot U.• 111Dor or ol.t\ora oo l'b,. T:iP-2 or 

rsr.u, *11111- 1a -v .. rorrtaw, 001> \alAloa lbo Jntoruu oo ..U.od 

tllr 1a eua IIOftlo .... •-wei UIIUr oat.b krore an otflcor da1T 

Gil:. 40,1, Jid.aonoo lt:l& M1f be 4 .-dodo-101'00111 d Of'OOitinl 

li b.,.. lllldor tho pl'O'It aiooa of ~~~- rocul•Uor~a allall ful'lliol> auG!: 

I'll&' lA or 0'11d•oe •• ..., trOll u .. t.o U.. 'IHo r• ""'~ 1>1 &OT '"'! t.od 

• t.IMa oo laap oJn\ or \lao DizMWr of \be IUn\ 0 lJ.ollldinc ot t l 41 Ylla, 

, .,. I'O;>or\10 •<I • - •"•"'•\II trOll liloollo ot , _ , ot WIT alaM 

.., "'' or ell oeol\Oro .,. A lla...SN UndU.ct ** aJl.,.,., 

€J 
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IIIII. 10.9. ....._ ,.S.c De OalW ft•- eotaqo .w.-. 
,.u1l pq tor all .u- ,.,.., ... 'llr ~- 1a -reau. with th-
repUUOIUI ~ _.. ~ ftae ..... - 0'1""*\ ..... u. f1w 
wt Cllllrf•• • hb pli .. ll!lf' be ......... ll!r U>e aoue""" ot U.o 

fro&&U7 wltbaol\ •Uoe o*- UNa loT 110Uoe ot ....., ..,_,.. ...u .. 
or ~1-, .. a;>beoJ &o U.e eolaoc• aln\eo 

JC. 110. 10. .....,..... Cow) ,__ ••l'Niua& llllwr-­

\boiM .-otllllaUooa, ftll4 " ' "' ,.,._ -~.ac or oporau., o ..:l­
or Nflel1f1 o\ .,_.. O'il ftt w 'M "-""'wiw.l ..- u.. .... culaU.. 
1• elud 91th uoaadoll' or J'orelp. ell.,.,., or bo&a., lbaU n.p 
-..r• t• ,_..._or all ~"-• 11r aLaUc o .. o\berlt .. , ... 
ot .U 41.,.e1u ... at ell.,... a11M4 .., or at\or .J\117 1, 19», 
il:ol~, ...,.. e\!Mr Ul1aco, ..... ...., of U>e "-'- •• ....,., ell­

we atoW., -,11.1.red1 - 41-r-NCI of. a.o11 ....,.,.., tb&ll bot 

,............s tor a \ lAu\ 1 .,_ on- ~e lut 4.119W7 .,.. -

&'l'kllol>lo hr ...-...u. tv .. ,..,.... •• "'u ... or \l>o l)lroo\Or or 

.U IUD\ - ...., reqiMA ot •• -.--I.&U-
OIC. ao.u. ~ ,..,._ •-tu...c .n ..... o.w~or 

lhooo rocutaU.. ....U tUa wUil \l>e ~tor or Ule lll.At , oa or 
W ore \Ill ~U. 4q of •• -u. ott.ar til• ....,..u 1a Dido, • 

........ ,- "- ftP-) ...n.., tile preaot•ac wenda:r -tb, pro-

Ylole4 tllot tile tin\ l'l;lerl &all - \llo porlo4 l'rQOI Jill.)' 1, 

19)1 to Ute_. at-. .teadar-* preufl•' •• nron. 3ooll 
-.....u o1ll IN _.._. _._ oatil ...,.,... • om- .w., .uu.o .. h ..t 

' ' -leloW. ooU.e ... -.u -\aiJI &1\ ot Ulo lot ,...UoD c4lleoJ 
tora ....,~ 

£4 

.. 
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.. IIOoUo ,. t l'tll.a .... - r I :lac llr.li7 , .._ 

.....,.....,_ ..._ ._ ..-lau_, .u- -"• II&• ~ 

..... ritll -feq - ,...._ .u ............... ... ..,. .. 
W INfSA., OtiiW ....... of tile ,.._ ..&lq tile <iapoel" 

....U, ,._ "'1'1 .. \ ... _, llalW ......... h lii&O alet w tiN 

.,....... ot tilt IUa" ala tllo ~- _.. delJOei' ot oue ..u ... 

• ..,,. •• , 'PI'DfiWll' -w ..._ oatil"' • dliJ, ... ~ 

.,~ •¥ ... .u.. ..,. ... - ftl'1ael7, ~· U.t .... .. 

otll ~ , .... pftlftded Sa ·- ,..uau-., aD<! ... " .... 

r-.t.IIUlM ... U t lllh IW ....S.aU. ... a .....,.._, d lw 

et tilt IIIN&\tr •t \be Ilia\ IW a\ l••• 1 7.,.1' al\u Uta lAd 

MU-r. 
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CJ 

Stcrctnry of StatE , 

VI ash ingt on. 

1220, Jum: 29, 6 p . m. 

FOR ~BE TREhSURY, 

GRAY 

PARIS 

'Do.tEd JunE 29, 1939 

Rcc'd 2 :58p. m. 

A pEssim1stl.c atmosphErE rq~urd.i.ne; dz·t~lOJl'llOlts 1n 

th£ intErnational political situation prtV~iltd on t~~ Ex­

change and sEcurity markEts today. Exchange transactions 

YIErE on a amt\ll seal£ c.nd without aJV spEcial fEatur E or 

il'lportant changE in l'CitEs . REnte a loot about 75 cEntimEs, 

and various rEVEnUE s tcur1t1£s werE dO\m from one to 5%. 

366 

Bnnk of Fr nncE llW.tEmEnt dated JunE 22 publishEd today 

ohowEd incrcr.ac of 566, 000 1 000 francs in commErcial ad-

vru~cco. C1rcule. t1on down 328, 000, 000. Dcposi ts up 

536, 000, 000, Ratio of gold r esErvE 64 '·~ comparEd with 

64, 21% (Ein SECTIOH ONE) . 

BULL ITT 

WWC 

.. 
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JR 

Secretary of Stat e, 

'.l~ohington . 

GRAY 

Paris 

Dated June 29, 1939 

Rtc 1d 3 :05p. m. 

1220, June 29, 6 p .m. (SECTIOII 'I''.VO) , 

A messngt from Amsterd~ to the Fi nanc i al press 

~nnounees the issue thert on July 4 or 6 ~ill1on florin, • 

4-1/2 per cent , 20 yenr bonds of Ccmp~gnic fr·nza~s~ 

de: Petr olcs at 97- l/2% being hnlf or n l ?cn of 12 milli on 

florina. The other half i s sai d to ~~vc been issutd abroad. 

It i :: r~nnounc cd in t he press t.h~t nndcr a decision 

handed down yest erdny by the fir at chllmbcr of the Civil 

Tri bunal the case of t he Spani sh gold held by t 1e 

Bllnk of Pr'lnc c will comE uo for cxruninoUon on July 6 

~nd V. It is a lso st~tcd t hat n group of ?rench creditors 

h'ls dOO'lnded sequtstr~tion of the gold fts guaranty for 

certain French crtdi t s i n Spai n notably for the 

rcimbursonent of bonk notes icsued during the Sp~nish 

c ivi l uar and dec l a rtd inva lid by a r ecent dccrtt of 

General Fr'lnco . 

BULLI'l"'' 

' IWC 

.~ 
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CJ 

Secretary of State , 

Washington. 

oru.y 
PARIS 

Dated June 29, 1939 

Reo ' d 3:06 p .m. 

1220, June 29, 6 p . m. (SECTION THREE ) . 

368 

Aceord1 ng to the AG£NCE ECONOIIIQtJE the Cour<; of 

Appeal of Po1t;1ers will on July -. e::~~r·int oppo~: tion lod­

ged against thE judgt•ltnt rcnderccl by Ll'e Cour t of La 

Rochelle on June 21 handing oVEr the gold Md valuables of 

Bilbao banlcs r eported in my ttlegram 1197 of Junc 26, 

LittlE comment appears today regarding the action of 

the Senate on t he monetary bill . JOURNEE IhDUSTRIELLE 

expresses thE v iew tbnt f ailure t o extend thE President ' s 

powers would a luost certainly lend to SErious disturb<>ncll 

in the tripartite monetary agreement aa well as i n the ster­

ling bloc count1'1e s and compel the British to s&&k a. 

substantiall y lower l EVEl of stability for the sterling, 

Thus , it concludes, tbt stabilization of several years 

would be in danucr as thE r esult of political maneuver , 

L ' INI'ORMATION consid ers tha t a sudden ond tortuous 

hal t of s i lver purchases abroad might lend to political 

upheavals throUBh the ru i n of Chinn a t a dangerous moment, 

lend 

.. 
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· 2· #1220, J une 29, 6 p .m., (SECTION THREE) trom Paris 

ltnd to c haos 1n Mexico and, £conom1call y , dt priv£ fortign 

countri ce of dollars r t q¥+rcd to pay for Americ an goods . 

This paptr is c onvinced, how ever , that Washington realizEs 

too well t h E striousntss
1 

of th£ intcrno.tional s1 tuation to 

add to thE world troubl £ o ( END MESSAGE ) 

BULLITT 

GW :WWC 
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J!\OIU Aalr108JI ll:llb&IIIJ', Jlarl111 

•o.• 567 

llo\'1'11 June ae, 1939, 6 p.a. 

310 

Reterenoe 11 •de ~o ~be Departaent 11 •o. 850 0~ 

JUDe 28, 18100 X., aac1 to •o. •a ~or the 'l'reaR%'7 troa 

Heath. 

1f1\b re~ereaoe t.o t.be nmor that aa earl)- deY&l­

tioa o~ both the 11~ and the •m 1e preeaged bT the 

retueal o~ \be BaDit o~ I~ to Sl'&D.t exobange r1a 

1ntu~oe oa ezporte to CJe~, I oonllll~ed an au.t.bor1• 

tet1n 1ouroe. I aa 1Do11Ded to bel1eYe aT 1n~o~nt 

•• 11Doere 11ben be atated t.bat 1t 11 not Ger~~~&DT'• 

1ntent1on to dnalue tba -.rk at pr11ent, aad I aa 

1Dol1ud to aooept aa ~aotaal. the ~ollow1Dg ezpl.aoation 

o~ thl aot1oA bT \be Bank o~ I~. 

Dlar1J16 the paet 7ear, aooorcl1DS to aT 1D~ormat1on, 

Clei'II8JIT'• debt to I~ hal blooH 1Dereae1n617 larger 

under the clearing asre ... nt 11b1ob J:'I6Ul&tll t~e and 

panente between thea; the I~18n author1t111 are .aa .. 

'lbat reet1Ye a.D.d oonoemed with re~arenoe to th1e e1taa-

t1on. liT zoetue1JIS to gl'Nlt exobauge r1K 1Dtu~oe OD 
until I~T' 1 blocked ~oe 1D CJe~ 11 redlloecl to AOnul. 

It&l18D t..port1 1nto CJeraan;i, the Bank o~ I~T pv.t into 

pNOt1oe a ••.ure o~ 41eo011N81ns IteHao 1aporte nth-
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out aot~ hol4.1JI& up a o.nata --.nt. of uport.o t.o 

a.~ utU tho blOCIU4 bal.anee of I~ 111 k~W~n7 

oou14 bo rodlloo4 b7 1Jioroao1JI& pi'OpOl't.1oaatolJ' It.a11aJI 

toporh of lo~ prodlloto. !he aotloa b7 tho Baak of 

Ital7, a ooor41D& t o 0.~ info~tlo11, &pplloo to tw 

othor oou.ntrl.. 1JI whlah Ital l •a bloolr.o4 bal.anooo baTo 

aoon.,lato4, ao woll. ao t.o Port.Q6111 &114 a.~. n 

371 

•o aloo ot.ato4 b7 .,. into~t t.hat tho Balik of I~ 

lla4 ob'r10QO roaoou for aot glTlag a 'roa11 Ollplall&t.loa 

tor lt.o aot.1oa 1JI rotuoi.ag to pant n cvwnge rlok in...r­

&AOo 011 oxport.o of It.a11aJI goo48 t.o k~ but. t.hlo •• 

the OJq>l&Aat.lon wbioh appMr14 111 oort.atn arUol.. 1n the 

Itll.lall pro••· 
o.r.&zl t:ra41 w1 th It.a17 ( 111olu41D& Auot.r1aJI t:ra41) 

!lao boon oJ.oot balanoo4 rooont.17, aooor41Jig t.o ot.at.lotloo 

of tho blob. !ho Taluo of aport.o holt k~ to It.al7 

•• "· t ld.ll.1on ~ •• an4 l.llport.o holt It.al)' woro Taluo4 

at 100. • wn Boa -mo. 1o tar thlo J'Mr tho lonl of 

t.:racto hao b .. ll abollt. the .... •• t.hat of laot J'Mrl ~ 

nor • fw tho flrot. four .on tho ot thlo J'O&r, It.alJ' oooap104 

firot plaoo ao a 111ppl.1or of i~~porto 1Dt.o tho Jloloh, cblo 

t.o the 40ol1no 111 tho t.:ra4l o)f 0.~ with other COilllt.rloo, 

'lhllo 111 ua7 an4 usa oho .. 1JI fOQrt.h plaoo. Bownor, 

bool40o CJo~ l.llporto holt Ital7, lo~ t.ourlot oJq>On4l• 

tureo 1n that. -t.r,- M.n b- hMYJ' an4 It.a11aJI labororo 

1a 
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111 GeMAAJ h&Ye .ada hM1'7 Nlli ttano .. ~ their on 

OOUDtr7. 'fheaa 1t••• M-Ye tht - efftot on the bal.alaoe 

of pa.Jatnh aa 111porh froa Ital7 and ""' to upl.&1D 

the preaent 1Ddebta4neaa on p&Taent aooount oa the part 

ot GeMAAJ to Ita17. 

!bat 110Dttar7 and trade aathor1t1 .. 1n na17 M.n 

be008e reat1n beoau .. of thla a1tu&t1on hat bee \he .ubJeot of 

'l'&rioua other repone, wtl.loh 1Dd1oat .. tM.t &rNZ~g-t• 

nth referenoe to trade and ~enh batne Ita17 &Dd 

Ge~ are 110t (rep•t not) &1•7• oh&raohr11:e4 b7 the 

broad ap1r1t of aooo-dlatlon Wh1oh n J118bt axpaot to 

be a oharaotar1et1o of the eoonoalo relations betnen the 

Axil partnera. 

It baa b"n adllitted all. along b7 Geraan oentral b&Dit 

and eoonoaio 1111thoritUa that the Yalue of the ..rk met 

1nn1tabl7 be r•d,Juated at aoae tlae. 'Bowenr, 1t blu 

been 1Da1eted b7 enr7one n th 11boa x· M.n reoentl:f talked 

that 1t waa 111po .. 1ble tor tb1a t o ooour UDtU there •• 

en0116h pol1t1oal eappeaaeaent 1 to br111& about an UDd-

otand1ng betnan the pr1no1pal trad111& nat1ona nth regard 

to atanaarb of 1Dtern&t1onal ourreno7 •• well aa with 

regard to trade. lehaoht' trequentl7 rep•te4 thit tbeala. 

Extena11't Clh&A6ea and read,Juetaant of the tariff aa.d 

pr1oe oontrol 871t.ea liOilld pre!RlUbl7 be ant.aUed b7 \he 

dnal-tloD 
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4tl&luat1oa of \ht Ml'k. I bel1nt \ha\ \bt Rt1oh•baak 

and \ht .£oonoa1o J11D111.17 U.n &1Ttn .oat 1\ud;r &D4 

t hough\ 1.o IUoh an ntntuall t.r. Konnr, 11. 11 rq 

1mpr1111on that no 1~ortant GoYtrnaent 1net1tut1on 

baa wol'ktd ollt oonorttl plan• f or IUoh a dtYtlOplltnt. 

IND OJ' MUS4 G&) 

IAU:B 

273 

. ~ 
. -
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PI\MIAL PARA.PH!Illll or TILin!Wl RIOEIV'ED 

l'ROIII Aaer1oan lllbau:r, Parh J jl A 
NO. I 18a8 J)ttJ \ 
DlTEI June 30, 1939, 5 p.a. 

J'OR THI TR.B:lstJRr DEPAR'l'.IIENT 

! here we a aoderate atrengthen1Il6 ot eterll.Dg tod&:r 

on the exo~e .arket, and 1t 11 our underetandl.Dg that 

tor the t1ret t1lle 1D several nate the J'renob control 

made a tew elll&l.l ealee. J.tter the receipt ot news that 

the Col1Jn Gonrnment bad ree1gned, the nor1D we ottered. 

There continued t o be a depreeeed atmosphere on the 

eeour1t7 market. There wae a drop ot about 50 oent1aee 

1n rentee. 

J'renoh t1D&Do1al preel reurll:e that no epeoulat1Ye 

operation• ban t aken pl&Ge 1D dollara e1nGe laet llood&7 

beoau .. eTer:rbodT bows that 1t the dollar were deTalued 

the Br1t1eb 11Uthor1t1u wou1d not walt tnnt:r- t our boure 

to 1&11p' eterll.Dg to the new J.•r1o&D parlt;r. rurther­

aore, that 1t a&7 be taken t or granted that rranGe would 

delire to avo1d the eoonoa1o and oo-ro1al uphe&Yal tb&t 

would follow a Gh&ngl 1D the aterl1ng- tr.no a nd trana­

doll&r pari t:r. 

JULLift 
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PAIUPBRAS& OJ' T~ R&Onn:D 

FROII1 .llllerican E!abassy, Rome, Italy 

BO.I 243 

PlTI1 June 30 , 1939 9 p.m. 

-

Reference is made to Department' s telegram no, 58 

of June as, 1939, noon. 

The explanation ie given by the Director of the 

Ital ian Foreign Exchange Inet i tute that t he decision 

which bas beeb made by the Italian Government to stop 

guaranteeing exchange rates on clearing t r ansactions 

with Germany was made because a lnrge balance due to 

Italian export ers bas been accumulated in the Italo­

German cleari ng account. Although the trade balance is 

in Germany' e favor, the fact that tourist expenditur es 

and ot her non-commercial items are credited to the 

German account results in an unfavorable clearing 

balMce as of June 23 in tbe amount of 300 ,000,000 

lire against Ger1118.1ly. Last llovember the clearing 

81tuat1on was approximately in balance, and this accumu­

l ation has developed since that time. It is said that 

t he cause of the accumulation is t he delay, r esulting 

from the operation of the German four-y ear plan, in 

filling orders for shipment to Italy , particular ly 

orders for machinery. Italy did not feel that it was 
juot1f1ed 

.. 
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Ju.tUied 1n oont"-1Dg t.be Ullb&ll6e guarantee, &l.thouab 

1t •• u:peoted t.bat the dhequUibriua -ld oorreot 

it8elt. With reterenoe to a e1aUar deoieion reg&rd1Dg 

Portugal, t he d1reotor'8 ezplanation wae le8e olear. 

(Itat:r• 8 b&l.anoe wi t.b Portugal h unt&Yorable to tbe 

extent ot 85,000,000 lire ooapared with 33,000,000 a 

:rear ago~ Be et.ated tbat the intention wa8 to d1eooar-
a 

age/relat.1nl.r l&rge d1eequUibriua, both 11'1t.b reterenoe 

to balano .. ond to It.al.r u d b&l.anoee ond b;r It.al.r. 

Be 8tated t.bat the re&8one tor the Italian aotion 

were purel;r tec!Uiio&l. aud t.bat the:r bad no oonneot.1on 

with the lira. Be aoouted ruaor8 ot t he dnaluat.1on ot " 

the lira. 

Although 1t ie agreed t.bat the lira ie onz--yalued 

at the pre8ent tt.e, akeptio18a i8 reYe&led in oonveraa­

t1on8 11'1t.b banlt1ng aud d1plo•tio oontaot8 on ruaore 

11b1ch ar. per1od1cal.l.J' recurrent with reference to earl:r 

devaluation. It i8 unl1kel;r, bonnr, tbat it de\'alua.­

t1on nre planned it would be adalt ted in a dYUoe. 

PHILLIPS 
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Dtofll hno 10, ltH, 1 •·•· 

roR tim fUAIUllY DIPAMIIbt 

n- •• a •a-w ebo~~&\bnlla or •~•liDS ..._, 

OD \bl lnllaQ&O alflo\0 U4 U 1e OllJ' IIAdere\aa~ \ba\ 

t or \ba nrn \lllo 1a l..,.l'al WCI \ba PNDoll OOA\1'91 

•~» • tow ~1 HJ.••· •n• \be roeo1p\ or a... \bat. 

\ho OollJn GoYo,....a\ ha4 '1'011&n04, \ho norlD •• orrorot. 

!hero ooat.tao4 w 'bo a 40pro .. o4 ahoephoro 011 \be 

eeol&'l'l\7 •no\, ftwo •• a 4JoOp of about. 10 oont.lMe 

111 '1'011\01, 

Prou.b flDuolal p'I'OII ..-rile Ulat. no 1p oau1at.1n--] 

opora\lone ba'fo \Yon plaoo lD 40lla'l'o ll.noo l ae\ .llon4aJ 

'bo-•• ..,..,.,'bo41 lulowl \bat. 1f t.bo dollar nro 4eYalvo4 

\bo 11'1\lllla c\bo'l'l\101 ~d not. wd\ t.wnt.J-fOID' bow'o 

t.o 1&11p1 o\el'llDS w \be ••• 4Mr1oaa J)lll'lt.J, J'urt.bor-

110'1'0, \boa\ 1\ ~ 'bo \Mn for &11'1111\14 \bat. rranoo -u 

411lro t.o no1d \bo 11ono111o and -'1'11al vphoa'fal \bat. 

1101114 follow a abanA• lD t.llo 1t.e'l'lln6-fll'llllo all4 tii'Uio-

4ollar par1 ''· 
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JR 

Secretary of Stott, 

\!ashington. 

922, June 301 7 p. m • 

PLAIII 

London 

278 

Dated Junt 301 1939 

Rco ' d 2 :48p. m. 

.?OR TREASURY FROU BUTTERWORTH. 

1 . T~t British Treasury ' s half- Jtarly statcocnt 

of gold holdings issutd today s~ows that the Exchange 

equalizati on account hel d 49 1 490 1 000 finE ounces and 

the Bank of England 30, 459 1 000 finE ounces on March 31 . 

Valued at $35 an ounce thE combined totul was 

$2 , 798, 215 1 000 or a decr ease in the six months 

September 30 to March 31 of $6501 3001 000 which compares 

with n decr~as e in the previous six months , i . e . March 311 

1938 to September 30, 1938 of ~73011701000 . For prEVious 

figur es sec my 1479, December 30, 5 p. m. ; 578,of 

June 30, 1938, 6 p.m. ; 814, Dtctmbtr 30, 1937 , 9 p.m. ; and 

412, June 28, 1937, 7 p . m. 

Vnlutd a t 148 shillings 6 pence ror both d·,t cs the 

loss i n the six months Sept embEr 30 to llarch 31 v1as 

pounds 138 million. Tht magni t ude or thi s loss has 

surprisEd 

.. 

Regraded Unclassified



surpris Ed the c i t y whi ch had tstim~tcd thE reduction in 

thE gold holdings at pounds 110 million at the most . The 

market appears however to realizE that the vari ous 

cstimctco of thE losses during thE lost quarter of 1938 

(sec sEction 1 of my 42, January 10, 6 p .m. ) VIEr£ too 

low and that at the timE of the transfer of gold from 

the Bank of England to the exchange eqUAlization account 

in Jnnu~ry the accounts gold stocks mu't have been 

"considerably less than pounds 50 million" . 

379 

NeverthEless the press attEmpted to toke an optimisti c • 

vitVI of the pres mt strength of the fund aD the following 

quotations ill us tru t E: E1nzig in thE FINANCIAL NEWS : 

"Although the nat i Qnal gold rESErve is no17 for lower than 

it has Ever beEn since thE Treasury started publi shing 

figurEs trto yEars ago, it is still Olllplt to meet :my 

contingcnc~ ••••• The EXchange accounts stock of pounds 

3671 5001 000 should bE more than suffi cient to wi thstand 

nny prEssure upon sterli ng ..:hich might develop in n ncr~ 

international cri sis . " The FINANCIAL TitlES (money market 

notes) contains the follovting paragraph: "ThE severe 

pressure on our exchange over a ptl' i Od of one year 1 during 

which more than pounds 280 million of nomadic capital 

has departed, has left our gold stocks still at the 

respectable f i gurE of pounds 594 million. " The City 

Editor 
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- 3- #922 , JunE 30, 7 p .m., fran London. 

Editor or thE TI MES by calculat i ng thE pric E of gold on 

September 30 at pounds 7 ptr ounce, and thE hol d i ngs on 

March 31 nt pounds 7/B/6D computes thE loosEs in thE s i x 

montho at only pounds 95 mill i on and poi nts ou t that t hE 

gold otocka of pounds 594 million art otill "very 

substnntiol judged by any standard but that of thE 

abnormal period in l937/3S vhcn thE influx of French and 

other tunc\< tmpN•arily i nfl otEd the acco•rr.ts cold 

80 

rtstrvco" anj oascrts "it is di fficult 1nc;rrd i:o tmaginE 

c 1 rcw.:st~ncca i n vtbich thE usE of other th!:.n a mi nor portion 

of the pounda 5&4 mill i on I"IOUl d bt requi red." This 

writer turthcr cons i dErs thot " on balance tltc prtsrnt 

eold r eserves of tht account probably stand much o:s thEY 

did ~t tht End of Morch•" · 

2 . No silvEr <~co invoicEd today. The pricE :>t fixing 

f.':>s 10 pence tthich i s . 03 pencE less thon the shippi ng 

pnri ty at 38 ccnts o n ounce. A fair amount of spcculctivc 

SElling was absorbEd by Indi an buyErs end the pri ce closed 

1/16 up ot 18 l /l6D. ThE follov•ing quotati on from t he 

EVEIIINC STANDARD sums up thE market vi£11 ; "ThE scor e of 

thc pnot few cloys i s over . But it dots ohow thot \1hilE 

t htaE art i f i c i a l conditions Exi st rtc vt1ll olr1uys hovE 

scares ••••• For the momrnt thE s ilver deci sion will co.J.m 

thE 

• 
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- 4- #922, June 30, 7 p. m •• from London. 

thE situati on once more and will prevent something like a 

pani c i n MExico . " 

3 . Lord Halifax' s speech and the publicati on of the 

gold s t atement caused pressure on sterling today. The 

Bri t i sh fund gave only a fev1 bars of gold at the fixing 

end the mnrkEt was pror ated at l~ of requirements Samuel 

Montagu being thE pri nci pal buyer, Of t he 69 bars dealt 

i n 29 11crc mn.•ried , The Bri t i sh fund hoocvcr sold dollars 

at 4 , 66 1/6 all day, losing according to market cstioctcs 

somcthina btt7ttn 10 and 15 million dollars i n the spot 

market and pc•·ho.ps 3 t o 4 million dollars in the forr10rd 

marlcEt wherE the thre e months 1 premium wns hel d ct 2 :for a 

considerable t ime but was l ater allo1·1ed to go out to 

2 1/4- 1/2 . 

4 , Another indi cation of nervousness is the i ncreas e 

in the Treasury bill rate todoy ' s tender averagi ng 17S as 

coopnrcd nith 143 6 l/2D l ast week, but half- year - end 

i nfluences 11cre also present , Stock pri cEs though irregular 

l1trc lcso affected, war loan closing unchanged a t 93 1/2. 

, I ' ) 1 .~ tJ 1 ' • ' KEifNEDY 

HPD 

• I 

.. 
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" • ••r w~. Prool d .. t l 

I '""" \bo -~r to ,.,..,. "' ,...., la ,...., ..... looT tllo 

lA ""rileular, """" woftl .. h """'"" .. ~or .., .. •1--.toaeoo 

t bo o•on •uto . ... <O&fon-N ll; ca ,.~ .. -, U>o '11111 wt u 1oo .,.. 

olth \ ho , .... ot \ llo blll. 

I t l o ., or l•l .. ~~• t bo ~lL1 I f oo• otef ot te r a i 4Die)t, 

I IIIJo JO, 19'1'9, wt U -for or• JO• \lao rowo~a .. ,_..,..\ed lD It 

• U l hu )0 0 1941• Ao \110 ct"""'U Ccnart ot A Hlo r.r t bo 

"11111• -.. ,. lo - ocarlln o t o 1a1001 oo tllo 
""~'""' • "'" ... uod ,..,_., of aat llortt,. • • t~• 
h t\oP Ofloloo la U.• t ta - da to.., notate It oot 
loooll d, til >.,_ lt purroJ't t o •~4 a o\oto t o -' l •b 
bod J r n t ouolr • • • ror - ,.. _ - hld ll•o&Ud. 
fkl• •••otl .. So otto t.Llr ~oldoJ'od, ~"' oll \h~ 
•utborltloo olted , 111 th ·-• or la loo or tbo Oal!ef 
llt otoo ol rouU oov:rt or OPJ'Oola for \ ' o ,....,.\11 r l ......St 
Ia \ hs ••• • or 11,. Co. • · Joyeo (O,C.A. ) 1' 4 Pod . 172, 
t o wblch w. ,.tor wltbout cltl•• t llo • • •••• Ylodl •• • • 
• ..,.. .. Ia \bft ,..oord , the J•" .... t or t h ol t~wlt •o~<ri 

lo atrl "'"". • 

-
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• rn 1nu •· CoaloatOGu , l 'DIIco Coolt:r, ..,.Hllltl 
t ho o • latm~ , 111 .,..•-~• to t be • .._.,, t llat , 
• • .. dot OJ'7 oot MIIJob .t'<ltera t o e ,..l>fl\1-.1 or 1\011-
... Jatle& u t 11110\ k tuaJt~ 0&141 

'ftll ....,~., oo-. t o •• t oo ,..flaM 
fOr r ~oUuJ. Yol.... ""1\n OUP <011 t1 t'Otloe , 
·~· ~· or .... a lai • •oottoe or • • t at01o 
\a br ,.fte\1114! til • t tllo ... u .. Ia '"""• 
•o.u ,.... •• r.u-. • !'to JO•Itt• or 
· h ·~t• a " • •r1P•u "'"' "'' 11 .. , 
. ........... \tift la ... ..... _....,. ••• • - · ·--u or U.o - •••U• """lllt ••• k 
• •do 'J 1'9taNa .. to 1\o a...,. ,. Ia t.lla orlda al ... , ...... . 

rourt or l rl<an ... , a dMllai![ Wl\b a t lloll o r v..nton , .. , . Ia J'•ollo 
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:ntOKI A•r10&D Emb&u:r, Ktx1oo C1t7 

•o.a 1?8 

DATE& June 30, 1 p.a. 

OOHnDJ:NTL\L 

I Uloul.d appreciate 1t 1t J'Oil would 1ntora •• b:r 

teles~ph J:'e6&rd1ng az17 aot1on which •7 ban been taku 

b7 Oo~u tociaJ' on ellnr, tosether with an eetaate 

ot the e1tuat1on reeultin6 trom that aot1on ae 1t 

appl1te to the tuture outlook tor puroha••• ot e11Yer 

troa Kex1oo. In the ennt that Oollgl't&e taku no aot1on 

to~, I thould lUI to han en eet1mate ot 1tteot on 

proepeota ot 111Ytr purohaoins. 

K7 purpo11 1n .alt1.JI6 th1e requeet 11 that I thould 

lUI to ban 10111 oonfidlllt1al 1nto~t10D that wUl be 

t1Ml7, d1reot and acOUNte. 

DAna.a 

:ar.. 
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June 30, 1939 

!~MORANDUM FOR THE BEORETARY 1 e FILES: 

The Secretary called Grace Tully at 5:46 and 

asked her t o get the following message to t he President 

before 7 P.M. 

Ed Foley has an i dea that t ho pendi ng monetary 

legi slation m1ght be adequate to extend t he President's 

powers whioh expire at midnight tonight evan t hough 

the legi slation was not enacted until attar midnight . 

roo Treasury lawyers have gone to t he Juatioe Departmen~ 

taki ng their mem.orandum on t hia point, and the Secretary 

has asked t he At torney Genera l to give t he President 

his opi nion on t his poi nt before 10 P.M. t onight. 

The Secretary sa i d t hat i t t he Attorney General agrees 

wit h Ed Foley, t he Presi dent might get word to 

Barkley to hold t he Senate i n aeaa i on unt i l the bi ll 

ia enacted even though enactment oomea aft er midnight. 

ESD 

• 

:a r 
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GROUP WBETIJIG 

Present : 14r. Gas ton 
llr. Fole;r 

June 30, 1939 . 
9 : 30 A. II, 

J:i . &;.. Jr : 

llr. McReynolds 
Mrs . Klotz 
Mr . Lochhead 
Mr. Bell 
Mr. Duffield 
Mr. Haas 
Mr. White 
llr. Bernstein 
Yr. Graves 

Sit down, l!.ac. Good morninG. 

God, to get you lnvyera out of bed -whore ' s the 
General Counsel? 

Bernstein: Ha ven 't had a chance to ehoek . I ' ve been trying 
to got this tax provis i on from tho Hill. 

H, U. Jr: l ~vo you got it? 

Be1•nstein: We got it over the telephone , Thoy must have left 
the "not" out, because as it now reads thoy make 
tho tax applicable , Vle 'vo got a moaaengor who i s 
on hi s way down to get tho bill i tself . 

H.U, Jr : I got old Somers out of bed ancl talked to him. 

Let ' s see it. 

(K1oley brings i n paper and banda to Bernstein) 

Klotz : That ' s probably i t . 

2erns te1n: • ••• • and no provi sions of law taxi ng transfers of 
silver ahall extend or appl;y to any deliver;r of 
silver to a United States Mint under this section." 

H,lt., Jl': (To Duffield) Get thllt to carlton Shively. 

Duff ield: Yoa . I ' ve got the old provision hero. 

l!, l!, Jl' : What? Just put in tho wol'd "no." 

Bernstein: Put in "no. • 

.. 
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H. t! . Jr: 

Duffield: 

JU!J'1eld: 

:Jtuton: 

;i , _ . • Jr: 

.. 
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• •••• and no. " I want to do this to ahow him - so 
that Mr. Shi vel y doesn ' t take i t • ••• 

Yea . I •ve got the old one . I ' ll send him both. 

1'/ha t does the ol d one say? 

Tho ol d one says "shall not extend to transfers of 
silver bullion by deposit o r delivery to the United 
States Wint under the proclamation. " 

I see. 

Proclamation or executive order. 

!low, you know what the agreement h. I f they knock 
this out on a point of order , he ' s going to tell 
them on the floor that he 111 get in an amendment 
mo. king t h is not applicable to this . I '•• going to 
read t his . 

"Each Uni ted Sta tes Coinage Mint ahall receive for • 
coi nage i nto standard silver dollars ony oilver Ylhich 
sucl1 mlnt , subject to regulations prescri bed by the 
Seoreta1'7 of the TreaaU1'7, is satisfied has been 
mined subsequentl y to July 1, 1939 , from natural 
deposita in the United States or any place subject 
to the jurisdict ion thereof. " 

Why subsequentl y to July l ? . llhy not subsequently 
to June 30th? It ' s subsequently to;' you 1re leaving 
a day out . 

~ernatein : Yea, they are doinc that . 

l! . l! , Jr: Good point. 

SU••:1ateln: Let me aeo how they had it in the original . fie 
r edrafted that section. 

!{ . ~ . Jr : 

LochhOf\d: 

1'/e 1 ve got a Bryan! te in our lllids t - doosn 1 t want 
them to aki p a day. 

They ' re \7ork1ng on a f i ve-day week out there , Bercert , 
so i t ' s all r i ght . 

• 
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"The director of such mint with the consent of the 
ormor shall deduct and retain of such nilver so 
received 45 per centum as seigniorage for services 
performed by the Government of the United States 
relative to the coinage and delivery or silver 
dollars. The balance of such o1lvor so received, 
that 1s 55 per centum, shall bo coined into standard 
s ilver dol l ars and the same or any equal number of 
other standard silver dollars shnll be delivered •• • . " 

Is this the usual lnngllllGOt 

3ernoto1n: That ' s the laneuage from tho first procll\mation. 
Tho difficulty is, i t will require supposedly 
actual coinage of the s ilver - that ls, a return. 
\le had taken care of that in tho Oold i!eserve Act 
amondmentsand in the later proclamations relating 
t o newly-mined silver. I don ' t think it will 
present any problem, because those miners , or the 
smelting companies , are perfectly delighted to take 
a chock as well as silver dollars . 

s.:.:. Jr: 

~ernstoin : 

. 
~ . M . Jr: 

oernstoin: 

Gaston : 

!1 . !.1. Jr : 

Sems to in: 

" •• • • and no provisions of law tnx1ng transfers of 
silver shall extend or apply to any del ivery of 
silver to a United States Mint under this section. 
Tho 45 per centum of such silver so deduct ed shall 
be retained as bullion by the Treasury or coined 
into a tandard s ilver dollars nnd held Ol' disposed 
of i n the same manner as other bullion or ~ilver 
dollBrs hold in or belonsing to tho Treasury. • 

According to that provision they'll be &Otting oore 
than 70 cents , they 'll be gettinG nbout 71 cents 
and a traction • 

Ylhyt 

\'loll, 45 percent of ~1. 29 - thoy 1 ro llott1ng 55 percent 
of $1 . 29 pluo , and I think t~at comes to a little 
over 71 cents , which i s whAt we paid in that two-week 
period in 1935. 

April , 1935. 

Get Bbout 71 cents? 

71. 11. 

Regraded Unclassified



a. M. Jr: 

Klotz: 

- 4 -

The eo and so's . 

Well , you fellows will enJor this . I spoke to 
the President last night. Barkley gave h1m all 
this - 45,per centum and the roet or this stutt . 
He oaid, Come on, Barkley, talk English. " 

So be told him, "70 cents ." A-A "• kl id "" uur ey sa •••• 

(Foley comes in) 

Good afternoon. How do you do. 

391 

And Barkley said, ~ill you take t b1a , ~. Presi dent?" 

He sai d to me, "I sai d five t1mee, ' bl ankety- blank -
nol' And Barkley says, ' My God, that ' s terrible. 
Well, What are you going to do''" 

"But , " the President said, " I promise not t o veto 
it." 

He 'a swell. 

H.M.Jr : Isn ' t that wondertulf Didn ' t toll i t as well this 
time? You don't approve i tt Not as good? 

Klotz: No , you're goi ne downhill . 

H . ~ . Jr : Well, you fellows - can you do AnJth1ng about this? 

Bernstein: 17ell • ..• 

H .~ . Jr: Not to embarrass Yr . Fole7 - let him read it - you 
see, I always l .1ke to help him. 

Gaston: Berni e , isn' t it jus t a case of their reading it with 
the r i ght language when they present the ~eport? 

Bernstein: I think the point you raised, norbert, co.n be taken 
care of in this way. If they are extending the 
exi sting powers precisely tho same way as they exi st, 
the President has the power to rocoive silver for 
coinage , so he can if he wants to provi de that h e 
will receive silver mined on July 1 and also take 
care of t he lag. 

Gnston : That carries with it t he language ot Section ~ un­
disturbed. 

.. 
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I should assume so, So tho President could take 
ca1•e of this July l <Ia te o.nd tho. t would take care 
o.leo of t his other thing. 

Now, Ed , you fellows see tho.t e verything 18 goL'lg 
to run smoothly - this stuff, J:lst tor get right 
o.ftor this, because they ' re going to moot at 11:00, 
see? I thi nk Bernie better be excused . And anything 
that the President has to do - get that all ready. 
And it has to go through the Attorney Gene ral , doesn't 
1t? 

Well, i f we do it un.ler that provision. And ~ thou&nt 
i s tho. t the President won 1 t have to do anything. 
You 'll ~ave to issue regulations , and they donTt have 
to go t ou t today, You'll i ssue r egulations prescribing .... 
Oh well , I think i t would bo o. vory nice gesture if 
I got out my stuff and i t was all in t omorrow corning' s 
po.pers . Don't you think so, Herbert? 

Ona ton : Yos . 

B. !J. Jr: 

Jns ton : 

!i. ! . . Jr : 

Duf:ield: 

:l. :t . Jr: 

Duffield : 

Dufflold : 

Outen: 

And Ed? 
!Jack. " 
I don 't 

So they can' t say, "Llorgoll thau i s holding 
I ' d rather ha ve the whole thing released; 
cnre how late Gene works tonight . 

Ther o is one little point, ~ernie . If he has the 
power to make the procllltllltlon - i f that 's extended 
under Secti on 3 ••• • 

!low, before we go int o the s i t\llltlon, 1s your (Duffield ) 
dos well? 

l.ty dog is well. 

And your wife is back? 

Yeo . 

That comes next , 

No excuses left. 

It mlg)lt be a good i dea to issue the proclrune.tlon 
anyway, and then that w!ll doubl e- check the question 
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or the tax transfers , i t will put a double- clincher 
on i t , 

Bernstein: Of course , the advantage of not having a Presi dential 
proolamatlon is, he i sn ' t paying 71 cents f or ailver, 
Congress is pnyi ng it; he ' s juat going along. 

H. !J. Jr: 1'hnt 1 a the way we want it, 

Gaston: Then you have to issue a one-day proclamation to 
cover July 1. 

Ber11stein : ll'bether we have to do it by proclamation or can work 
it in sooe way •• • • 

H . ~ . Jr : I personally think it you're going to do it, I'd 
ouch rather have it - if it passes, have it all ready, 
aign the whole thing, so these fellows can't say 
I hung bnck and all the rest or the stuff. 

cell: Bernie , you say that the coinage or silver dollars 
ia not ml\nd& tory? 

Bernotoln: It ls under the ll\ng\Uige thera ln the same way that 
i t was under the original proclamation. It doesn ' t 
eay when you have to coin it. 

'4nston: It's contradi ctory, becnuse it says in the next 
p&ragraph that you can hold it in the form of bullion 
without coinage. 

Eernste1n: That's the 40 percent, or 45 percent; it reads as 
t hough the 55 percent that they ge t at aoce point 
has to be coined. 

~ell: Coined and delivered to the seller, or deliver other 
silver dollars . 

G~aton : It merel y points out, doean 1 t say when. 

H.!.l, Jr: We ' re sitting all right. 

~oley: Yes , we ' re doing f ine . 

Anybody want to get up a hat pool a s to whether the 
thing passes before midnight? 
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H. !J . Jr: 

Foley: 
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Klotz : 

~oley : 

:I . ~. Jr: 

!!oil : 

Bell: 

!! . li. Jr : 
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I think it will, 

WhntT 

I think 1 t will. 

- 7 -

Tho thing which gave me a groa t k ick today was 
tho !low York Tr1b. Have you seen itT 

394 

No. I saw the Times - "Presi dent Fights." 

~o, in the Trib. And thi s h by Jack Beall: 
If this should go through (referring to tho silver 

thlng)and be approved by both Houses , i t would 
offoctivoly leave the Republicans holding the bag 
and put them i n the light of ra1dilll,j the Treasury 
for t ho benefit or tho silver bloc. That ' s by 
Jack Beall in the New York Tr1b. Isn't that 
marvelous? 

That ' s wonderful . 

Oh, you've had a grand press all the way t hrough 
on this . Couldn't be better. 

Now, shall we get back to earth? 

Here 1a Dan Bell's letter to the Budget about 
Commodity Credi t . He ' s read that , aa I understand 
it, to the Agriculture pooplo and they are sati sfied 
to aay this . 

That i a , Paul ApplebJ enid he wouldn't object to 
tha t last paragraph. Aa I W>derstand it , he talked 
to tho Secretary af tervarda nnd the Secretary talked 
to you. 

Yea. 

"1 have you.r letter or JW>e 21 , 1939, enclosing a 
copy of the letter dated Juno 9 , 1939, from the 
Secretary or Agricul t ure nnd a copy or the proposed 
E~ecutive order authorizing and directing the 
Secre tary of Agriculture to e~erciae on behalf of 
the United Sta t e s any and all r i ghts arisi ng out 
or the o~~ership by the Uni ted Ststea or the 
capital stock or t he Comnod1ty Credit Corporati on • 

• 

.. 
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Bell: 

H . !~. Jr : 

3ell : 

s .::.Jr: 

Boll: 

Sell : 

!i . !J , Jr: 

-
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You roquost an expression or my views concerning 
tho proposed Executive Order . 

~ boli evo thnt it is wrong in princi ple to place 
in the official of tho Oovernment who has adminis­
t rative supervision over an orgo.nizntlon such as 
tho Commodity Credit Corporation tho function of 
exercisi ng any and all rights accruing to the 
holder of the stock. It seems to me that by having 
these rights exerci sed by someone outside the 
sphere of administration affords , through stockhol ders ' 
meet i ngs , a check upon the Corpora tion ' s ac t i vities 
and i ta adminis t ration." 

• •••• having these r ights exercised by someone •••• • ­
wouldn 't you say "by the Treasury" i nstead of 
saying "by someone outside"? rtoll , all r i ght . 

Is that the las t sentence? 

Is Smith going along with us on this? 

I don't know. I haven't talked wi th hi m. I just 
assumed he'd send that alonn to tho President with 
whatever recommendations he want o to make. But did 
Wallace talk to you about a meeting or tho Corporation? 

You know what l'iallace wants . 

Oh yos , I know . 

Do you? WhAt do you think be wants? 

I think be wants compl ete control over the Cocmodity 
Credit Corporation. He wants Jesse Jones out of the 
pi cture and possibly Farm Credit . 

Ri ght. 

Ue doosn • t object to the Tr easury being r epresent&d 
on the Board, but be ' d like to lu\Ve compl ete adminis­
tra tive control over t he organization and all its 
activities . Probably part of i ts monoy for admi nis­
t rative expenses. 

What did you say, Dan? flas i t good? 
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MeR: 
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:.lotz: 
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Klotz : 

H. M.Jr: 

Klotz: 
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l~, I juat added as an afterthought that he probably 
also wan ted part of the Commodity Credit ' s money 
for admini strative expenses or the Department or 
Agriculture. 

Johnny Hanes has mentioned a time or two to you and 
me both •••• (words trail orr indistinctly). 

Do you want it taken caro of! 

He's not my constituent . 

The only thing is, he goes orr today. 

I s he one of the 175! 

No , he isn' t on our roll. He was on Lo"ell A:ellett 1 s 
roll . He's dropping him becau3e he hasn't got any 
moro money. Johnny asked us to pick him up - I mean 
Bob Ooughton asked us to pick him up. 

Where am I going to put bim! 

You ' d have to put him some place Ylhore you hnve thrown 
somebody else out. That's just one or those Doughten 
onses you have to take cnre or. 

Let ' s see what happens . The tax bill has passed. 

That's my a ttitude on it. 

Oh, did I bear something! 

You're firing 175 guys, and wby in thunder you 
should pick somebody else up becauee ao~:~sbody else, 
Lowell Mellett i s dropping him, I can ' t see. 

~ are you (Klotz) in favor of this appointment 
for Bob Dougbton? 

I'm not . You misunderstood me . 

Well we've got another bill comlng up on this 
question or tax-exempts . We ' ll nlllke a now deal, 
we ' ll start freab. 

\'lo' ro learning. 

.. 
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Start a new trade , 

Sw•e, wai t until that gets under way . 

That ' s Frank l'lilson•s memorandum about that .... 

Hnvo you read i t ? 

Yes . 

Is it all r i ght? 

39/ 

If we bad the money, I tried to find out - we just 
got it this morning, and I tried to set hold of the 
Interi or - Park Service, who would have to have the 
funds , 

Well, check on it promptly, 

I don ' t know whether they ' ve got any money, 

~'irs t of July - new money. 

Wel l , Park Service is the ono that would have to pay 
for i t . New equipment for Ylhite lloune grounds . 

I want Park Service to turn the President down on 
that . They wouldn't dream of it. 

0 . K. It looks liko a good proposition; won't coat 
too much. 

Go to it , uac. Cell up Burlew. 

o. K. r:ell f i rst I'll get hold of the fellows who 
would normaily do it, If they turn me down, I 'll 
go to Burlew. 

But l et 'a have i t done as soon as - while tho Presi­
dent is here, as soon as possible . 

Yea , air . 

Anything el ee? 

Nothing else, 

• 

.. 
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I haven 1 t turned Bob DoUj;hton down. 1:e •re having 
a survey made. 

Archie? 

Nothing n ew. 

But he goes off the roll toni ght . 

Tha t ' s all right . l'le 1 ve eot a new bill up , too. 
Got to be practical around here . 

!~c turned t his over from the Sta t e Department. 
They want two men from t he Treasury t o go to Paraguay . 

Hooray I 

Now, I understand your opinion hasn ' t changed, your 
order hasn ' t changed, wi th r espect t o that . 

Whn t "'ll" my opinion? 

Thnt nobody goes do.,n until you get some money. 

Tbnt 1 s right - until Daru1y Oell can f ind the money. 
He eays there is no money. 

No vacations this summer, Harry. 

I told the President ther e was no money, that Danny 
Bell aeya so. He sai d 1t was up to Denny Bell 
~o f ind it. U Bell finds it , i t ' s o. t: . tri th me . 
Entirely 1n his hands . I'm ve ry serious. I ' m 
seri ous about this . 

Ylhat kind of people, t ax people? 

1l'h1 te people . 

(Hearty laUGhter ) 

Thet sl i pped out. That was good. Pan , I liked 
tho. t one. 

No , I think thet•e would be one from your outfi t . 

Tbnt ' a not inducement enough. 

• 

.. 
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That waa vecy good. 

Internal Revenue. 

Punster, 

\'/el l , I '11 tnke 1t up w1 th you Mondny . 

I shoul d thi nk the tax man mieht go all t•igbt on 
Internal Revenue. 

"nley want somebody from Internal Revenue . It will 
have to be somebody who posaesaos a combiltation or 
expert knowledge that I don't know whether there 
would oo eomebod;y in Blough' s division or somebody 
in Internal Revenue ••• • 

flben 1s 1t scheduled for, Harcyt 

\'iell, they 've asked rot• it - got i t last week, but 
tho State Department, I think, ia snving us a little 
tlmo . What they want you to do io to have - what 
they wnnt us to do i s to fill in the name on three 
npplicntion blanks or four , nnd then they'll sel ect 
the man for you. 

Bow long do they ha vo to stay down thoro? 

llot indicated. Probably sevet•nl months , judging 
from the past . 

It isn't one of the t htnes you could do - go t a 
boat ride down there , spend two weeks down there? 

l:aybe a good man coulc do i t . 

Take it under considerat~on , Harry. 

Tha t ' ll an i dea . I 1 ll have to , yea , 

Thank Mrs. Klotz , 

The mot•e I t hink of 1t, the quicker I think it can 
be done . 

George looks awfully interested over there , 

Be had Smorgasbord ror las t year , wasn't it, or 
was i t t wo years ngo? All right. 

• 

Regraded Unclassified



t'hito: 

H, ll . Jr: 

Foley : 

H. !.l. Jr: 

!'ol e,-: 

Cravos: 

l!Ban: 

E.l!. Jr: 

Bell : 

i! . M. Jr: 

bell: 

H. r.!. Jr: 

- 1:5 -

Got any other good i deaa , Harry? 

tlo , tha t one i s enot1(lh thia morning, 

All right . Ed? 

I don ' t have •DTth1ng. 

Watch this thins very closelr, will ,-ou, please? 

Yea, I will. 

I have nothins. 

I haven 1 t anythins. 

flhatf 

I haven't anyttitns. 

400 

Here 1s this letter to that Wr, Nelson 1n Chicago, 
for the President's signature . Don ' t know whether 
you want to take 1t over or want to aee it. .. 
(H, M.Jr. takes letter from Bell and hands to Mrs . Klotz) 

The onl,- other thing is t hat Congress has !ailed to 
appropriate the 119 million for Commodit,- Credit, 
a.nd it may go over; they may appropriate 1 t 1n the 
last deficiency bill and they may not appropri ate 
it at all, meaning that that's a way the Committee 
haa or cuttins out fUnds and stopping the fUnction 
or the Commodity Credi t Corporation. Of course, 
what they should do 1s clulnjJe the basic law, but 
I don't think the Appropriation Committee is going 
to attempt to do that; Just goins to tail to appro­
priate 119 million. 

And then whatt 

That means the losses will be piled - \'111 pile up 
and be charged to some future budget. 'i'hose people 
who are advocating an investment budget might take 
a look at thi s and aee what will happen when we go 
to charge off an investment budget , et cetera. 

Anythins else? 

• 
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Sell: 

H. IJ . Jt•: 

Bell: 

C.ell: 

l: . ll . Jr: 

Bell : 

H, IJ , Jr: 

bell: 

F. l!. Jr: 

llAno : 

lluffield : 

H. ll. Jr: 

Duffield : 

Guston: 

h.M. Jr: 

401 

- 14 -

That's all. 

!!ow much you going to buy today 1n the bond marketf 

There are no instnuctions , 

Tbe7 bought - last report I had, they bought a million 
wnd a half of the three million. ~~ether they di d 
anything after the close, I don't know. 

I'd g ive them up to three today, 

0 . K. That had some effect yesterday because we 
bought the securi t ies that were not 1n the hands of 
tho dealers, so they had to go out and pick them up. 
I think we might take a cue trom that hereafter; 
we'll f1nd out what the dealers do not hold and we'll 
give orders on those securities, which makes them go 
into the market and buy them, 

Oood heavens - I mean who' s going to buy lunches 
for the Federal Reserve crowd from now on? 

I don ' t know, But it had n lot of effect yesterday, 
buying them that way. 

Did I skip you, Geor ge? 

llo. I have noth1ng. 

If you approve, I ' d like to let a photographer for 
the American Bankers' Assooiation'a ~ga~ine of 
Banking take a picture of your luncheon table 
downs tall's • 

No, no. 

That ' s all I have. 

With the plaques on it. That ' s wha t they want , 

Debt plaques is what they want . 

Just that , or do they want the room? 

• 
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Duffield: 

H.M. Jr: 

Caston: 

Boll : 

E.ll. Jr: 

D11ftield: 

lo:eR: 

Eell: 

R. M, Jr: 

Cnston : 

H . ~~. Jr : 

\'.'hito : 

H. ll . Jr: 

- 15 -

They want to take the table to take the debt 
plaques . ' 

Just the table, but not the room. 

They wanted to take a picture of you and some 
other people sitting at the t able for lunch. I 
turned thew down on that. 

402 

You know what it's for . It 1 a thia l50th anniversary 
of the Treasury, and they want to ahow 1t, as I 
understand it, 1n pictorial review, 

Bu~ not the roOD. 

Jua t the ta ble. 

That's a h i storical piece there. I think that 
ought to be permit ted. 

And we 'll have a chance to go over tho proof, the 
deecri ption of each pi cture. 

All right. 

I had a letter from ~ f ormer Congre~sman, who had 
written on top of i t Pl ease send this l etter to the 
Honorable A. A. Eerle, Assis t ant Secretary of State. " 
I did so . I got a letter back from Berl e . He said, 
"Thanks for your letter. To r et urn tho compl iment , 
I am enclosing two letters I have received , with copies 
of my replies thereto. • And the as were lett,ers from 
Brazili an bondholders complaining about South American 
loane, and Berl e 'a repl)' said, "I don't know anythlng 
a bout this proposal to l end money to South America . 
I understand i t originated ln tho Treasury Department. 
As tar as we are concerned, we are doing everything 
possible to protect tho interests of Brazil ian bond­
hol ders. • 

Well, I ' d like to have that . I •11 take that up at 
cabinet. 

There were two; and he also ea i d , " I have no part 
1n it." 

I •d 11ke to have that . 

.. 
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White : 

Gsston: 

Gas~on : 

~bi te : 

E. l! . Jr : 

i.l1i te: 

!i . 1!. Jr : 

li . JJ . Jr : 

t'h1te : 

B. !!. J r: 

Th1te: 

c . rJ . Jr : 

Caston: 

- 16 -

It's on ~ desk. 

I aent them to you (White). 

I want that thi s morning. I •m oiek and tired • ••• 

A very eur1ous • ••• 

Very emart stuff. 

A little over- sma1•t . 

r:ell , let me - I defini tel y want that . I ' ll write 
tho letter this time to ~. Hull , and ehe's going. 

403 

well , this is from the Aaaistant Secretary of State. 

rlell, I 've got no right to call down llerle , but I 
can treat with llr. Bull. I ' d like to have it. 

Thora ' s a mooting of the Commercial Policy at 11:00 
o ' clock, I 1m not sure what they ' re going to take 
up thi s morning. There Ylas fur ther refer .. nce to 
the pact being ratifi ed by the Senate on the exchange . 
If you like, I can raise the question with respect 
to the considerat i on of it, or woul d you prefer not? 

I wouldn ' t . I'd let i t go. But I'm going to cer­
tainly take t his up. Tho President o f the United 
States i s on record on these bondholcers. 

'tlell ..• . 

Yes, he is . 

He is within, probably - the way he stated it, he's 
saying - it's the juxtapositi on ot the two, rather 
than the statement of i tself . That h , he is in a 
poei tion to say that the Government is doing all it 
can to pro tect the interests of bondhol ders . 

Well, I ' d like t he clipping of the New York Times 
quoting the Presi dent on his statement on South 
Amor1can bondholders , t he ono where be talked about 
the monoy loaned them i n tho twenties. 

Yea. 

.. 
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H, II , Jr t 

VlbitOI 

H, M, Jr: 

.• 

- 17 -

Do :you know tbatt Well , :you e«n look it up. 

Made it laet week. 

I want that and Berlo'a letter. I know how to 
take care of those babiee , 

404 

.. 

.. . ~ 
- "11\ . 

Regraded Unclassified



TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

, 0 Socrotar.r Morcea~ 

•••• I, B. lldlq 

J,ewr !rteDR ,., Pta 1-114 Ptla\e 

lla4 tho 'l're&8V7 ottor.t a loac or n. aa latollliU&\o 1oac 

tom 'lloD4 oa ,._. 1, u h MU•'" the\ noll 'llou wnl4 ba.,. ao14 

o\ par or oUp\lp \alow par la ,eo\or«qto .... loot. 

'fblo eoaclul• 1o \aoed oa tho no•\ npU. -Uao la 

! roaourr 'lloD4o llACIO the all•UIIO ll1cA polat aUaloed oa hal 15, 

lbo 11-.r o t tho lae\ ,.........,. ottoriJic., .U the low pola\ la ,eo\ar­

u.Y'o ooarloo\, the o1K lo ... o\ ft\oUedlac '1'rMnr7 'lloMI reoorU4 

4oellaoo troa ol'laaa 1 ani'IIClac 1 pola\ a/a.u wbUo la4lrteal 

h l1llo U<>ll- .. ~ ao 1 pola\ JI6/ 8W.. !Moo auaceo aro 

Prln ''"d ax 1 t'"' ' lpW 

•w .rw' 
O..htaauac Prl.oo Lew Prloo 
Jop4e ilaf..J. .lw. Rri'l•• 

3-3/f.f, 'f/1 ot 1tll1 ... 101.aa 101.1 1 ,,. fii)/'JJ 
3 • • 11151-115 uz.lll 111.1 1 pt. -.tu 
3-7/8 I I 1!1.....0 uo.t 108.10 

1 •'· 
%1/U 

3-3/4 I I 1 ...... 108.31 107.10 1 ,,. %1/'11 
a-3/f. I I 1~ 108.1/1) 10f.J'7 1 •'· • Zu 
a-:sJ• I I lttO-te 101.11 lOI.a:J 1 •'· 

a/y 

.--..~1M 1 •'· a/11 

.;os 

.. 
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loUu.\oo oa pooal.Uo pr-.1-o U..w par oa la\oaM41A\o ..,.. 1o~~e 

11na 'loau f or \a.. lue fl-c~ """'C ... fra 1•1/2 \c 1·3/4 polah. 

Tb! 419118! of 1• 3/t pola\e ia lo!C!r ''rl )o•Ae J!!li be!• P9'Plt\tlz 

riu4 ou\ I90h prMiw a4 tilt an '''M mJ4 hey• to14 l!'''dv 

1Af!l!trt t rw !!H/4 v "' lQ(). PonlUo ... 'lou offon~~e~ u d. 

u\!.Jo&\od. pr1coo ao of l'IIAI S OOIIpU'Id. wUII 1 .. \ord.q aro ollowa llo1ow, 

lpa4f 'M' Oe14 len ltw 

IMott&Nlr OUtrtf iJM I 

lwp 

:a.u., ... lot.laaW loU•W loUaa\ ... 
Il!li EEl II !1114 MH 

3-1/tf, 1&-lt 7MI' ..... a.oo 101. 11 2.14 tt.27 

3-~/•f> Zl-31 7 .... 'load. a.aa 101. 11 2. 31 tt,30 

3-\/af, 8&-30 7e&r ...... 2.41 101,22 a. eo 100, 

lewae br p.cllpt 

'll>o ........ loola1aof. \llio nopU AecUao 1a pYo,_\1 area . (1) 

t.cllaical rMCUoa \c Uoo e:dreo\7 nopid. rtoo wllioll a ov.a\14 \o alln\ 

3-3/4 po1a\o wl\lloa\ la\o~Uaa olaco Uoo 111441• of .&prll, (a) Prof11>­

\U:1oc \7 Ulooo wllo loU Uoo .... leo\ -• \co IUJII 0104, (a) Ia \Ill lao\ 

YOok \Ill bci'Mo~ •cor\aUUoo ccuoc\ ... wUII Ulo Jar loo\ora aad. 

llaropO&D o1 \aaUoao. .u Ulo prollll\ \I.JM Ulo II&J'li:e\ 1o nr, \IUa oa4 

lnoo\oro aro booUut \c lloq u\11 u.o1 cu ••• ..... oloarl7 aonraaooo 

ot poaco 1a ..... po. llUI a o1ar1f1cauoa la \llo forol4& oUuUoa 

l arp po \aUal 4aa48ral4 teYolop. 
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TREASURY DEPARTIIEKT 
Office of the Secretary 
Secret Service Division 

IIEIIORAllllUII 

Juno 30, 1939 

llr•· Klot• 

Cbiot Wlhoo 

~O T 

For 70"r lnt.,.....tion, the Preoident 

loavoa lluhio,too at 11 :55 P••• tomorrow 

night for Hyde Park. 

·. 
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June 30 . 1939 

Just spoke to the President at 10:20 a .m., and told him 
that silver was up fractionally i n London and I recommended 
that we leave the price as i s and he said O.K. 

Saw Stove Gibbons . I started the conversation with 
him by sayins I was going to transfer Customs to Gaston. 
Following i s our conversation: 

Gibbons: 

H.U.Jr: 

Gibbons : 

11 . 1.1 . Jr: 

Gibbons : 

H.ll .Jr: 

Gibbons : 

B.ll .Jr: 

That• s terrible. It will give me a black eye . 
when I leave on the lst of September . 

This is the first I knew that you were going 
to leave. 

I thought I tol d you. 

You di d not . 

I have this position in the bank in Patterson. 

This 1 s all news to me. 

Gaston can ' t do anything t hat I haven ' t done. 
They put Ballinger on and take him ott. 

Well, Steve, we have gone along for six years 
and if you are going to leave in two months the 
last thing 1n the world I want to do is to give 
you e black eye. We will let it ride until efter 
the 1st of September. 

.. 
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NO: 242 

Date: 1une 30, 1939, 6 P••• 

fe¥aenta aade to eilk exporters are, i n aubltanoe, ae prertoualy 

re~ooru<l. Exporters or raw sili t o ell oowotrloo oro paid by the 

Covenu:ont ors o.nlzation (l!:ntenezione.lo Sernc o) tho dlttorODCO beheon 

the fl>od domeotlo prleo In ItalJ and tho avorose pr i ce tor white raw 

ollk on tho Yokohama New York markets. Tblo tlguro I s computed on 

I!Jo 15th and t ho 1aet dey of escb month. Pa)'lllonU on """ufocturod 

eU k export1 e.re rode an the basi& or raw si l k oontflnt ooeording to 

lbo oebedulo oont einod In Docreo Lew No. 1267 ot lloy 29 , 19~7. On 

export• to Alntl"IOa an extra pay111ont or llro 4 per kilo 18 ll8do. For 

lbe yoor bo&innlns 1uly 1, 19~9 , tho Itallon doaootlo pr lco Ia tlxod 

at 121 lire per kilo. Tbla le tho s.,.o ea t hat !hod ror 1938. On 

1uoo 15 t ho nereso Yoltob81:.a Now York prleo no 99.~ lire. There­

foro, t be v~oat tor the export or niW alli to t he Ooltod States et 

lbo prooont tl~• lo 27 . 67 lire per kilo plus 4 llro , >blob makes e 

total ot lire ~1 .67. Tbe basi s for J"'YMeat o I a the price >b l eb pro-

vuUa on tho dote ot acceptanc e ot the order t"uthor t nun on the dote 

or expor t. 

Booi<loe t ho obovo-caWltionod P<IY'"ont, tho LDount or 20 l!ro per 

kllo It ; ai d by t he IIIWlufaot urers' aoooolutloo (Utrlcio Sorlco Italiano) 
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00 raw aUk e1;pona or raw silk used 1ll exponad IIIIUlllfaoturad 

arUolu. '1'1118 o>II¥JI8nt e<>nstUutea a raw rn ot lS l ire llblcll eeoll 

buyor paya t o t he association tor eaoh 10 kilos ot doaeatlo cocoons 

plus lire 7 out ot t he aeaociatlon tund , wll!ch occiiiiUlnhs by 

rouaon ot tho tact t hnt domesti c sales do not rooa!ve e repe,ymant . 

Tba 7 llre llbioll 18 poJ.d trom the uooo1e t1on lllnd roproeenta t ho 

dltteronca bet ween the nYero.ge New Yorlc Yolcoli8JII(l price ot -.!lite a!llc 

and tho lower export price tor Italian yellow aillc. Amount s ot J>IIT­

conta tor the year baglllning 1u ly l , l9S9, llna not yet bean rued. 

I t Ia 81\id by the Italian IUniator ot J'orOliD Trade and Exchange 

t hat tho benetH pq~~enta are sole~ an qrloulturel •aa11re and that 

t heir purpoae Ia to encourll;!e cocoon reiaora by guarant eeing a 

pror! table pl"ice t o t hem tor cocoons 'Aillcb will oor·reapond to the 

benefits Wbloh are b eing peid In tbe United Stoteu to gl'owers ot 

cotton ond Wheat. He say8 that o8 the pr1oe laval or Japanese alllc 

rises, payaanU t o exporter s will de crease. He also ao,ya that exporta 

are mode at world price l 8Yela 'Aillch do not oause Injury to our trade , 

and that it Itali1111 expons are curtailed because ore counterYe!Ung 

duty , Iaport a I nto Italy trom the United St atu will be curtalled to 

the auto extent. It seems that tho lfin18tor was partiCillarly con­

cerned bocaute or tile tact tbs t a countunillng duty algbt ep~ also 

t o &lllpllltllte trom h ance , llhglond and Sw!t2.orlQlld ot tabriao lllllde troa 

Italian ai l lc. Tble would bave the result ot l"Uinlng Ita~'s r aw sl llc 

bualneaa w1 t.h t.hoae cOWltrie a and turning it OYer' to 1ap:m. 'l'be 

Nlnlater pointed out t bat I t would be d1ttlcult to dot srmlne the 

410 

... 
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origin ot lilt 1n tobriee, tl:o t I a, Wbetber it waa or 1opanoee, 

Hal l•n or other origin . 

It 10 illY Opini on thnt th o poyliiEnt a t all uour tho pr ovi oi ons ot 

aootion 303. 

I run autiotlod that the pr esent situation With reference to 

lmpOrt percl t a for cot ton , leathor, and -ool doea not come under the 

proYioiona ot oootioo 303. Suob pono tta will be dealt With in a 

following ra~rt . 

I'll D 0 f IIESSAG!!. 

PIIIIJ.t PS. 
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replf reter to 
611. 653/112 

DEPARTMENT OF STATE 
WASHINGTON 

Th e leoretar1 ot State prteente h1t oocpliaent s 

' to the Honorable t h e Secretal')' ot t he Tre .. uQ and 

enolosee • paraphraee ot tel-sraa no. 9&8 troa the 

AiD8r1oan EllbaesT 1n Roae, dated Jv.ne 30, li3i, nth 

rtterenoe to t h e proposed oounterra111ng 4utT on 

raw e1lk laporte troa Ital;y, 

Enoloeurt: 

Jroa Roae , no, 2'2, 
June 30, 111311, 

oi l S 

.. 

Regraded Unclassified



TQ 

FROM 

SUbJect : 

TREAS URY DEPARTMENT 

INTE R OFl'ICE COMMUNICATION 

DATI: June 30 , 1939 

Secretar~~enthau I 
llr. Ha~ 
Business Conditione and Prospects ea Reported to 
llr. Seltzer by T. J . Carney, President or Sears 
Roebuck end Company, c. R. Morrison, Vice Presi~ 
dent i n Charge ot Sales or International Harves­
ter Company, and C. c. Jarchow, Comptroller or 
Ameri can Steel Foundriee Company 

The viewa or these gentlemen directly renect the cur­
rent experience and i mmediate prospects or the industries 
end busineaa ent erprises with wb1oh they are associated: 
'Jr. Carney expects Sears Roebuck sales t o oonttnue to ex­
pand through the tall . llr. Morrison expects that the worst 
is over tor International Harvester , but does not look for­
ward t o more than a moderate inoreaae ln the volume of his 
busl ne sa for the next six mont hs or so. 14r. Jarchow appears • 
to be reelgned to an indefinite continuance of bad business 
no ! nr as railroad equipment is oonoerned. 

I . Mr. Carney 

(n) Current Volume or Business: 

Sears Roebuck sales turned up last Sep tember end the 
coaoeny •e busi ness has been i mproving without signifi cant 
lnte~~ption ever since. Part or the ! ncreeee is due to 
~~e more l i ber al credi t terms offered ouetomers; but not 
all of i t . During a recent period when total aalee in­
creased by 33- 1/2 percent, there was a 20 percent increase 
in caeh sales. 

Another contributing factor to the growth in Sears' 
sales has been the ready availability of adequate stocks ot 
goods. Departroen t stores and local specialty stores have 
not been in as good position in this respect. Soars is able 
to shirt mer chandise rrom one t erritory to anot her i t need 
be, and very l ittle ot their goodo consists or style mer­
ohandiee. They haven 't been aa great ly influenced as many 
department store operators and other distributors by war 
scares . 
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secretary Morgenthau - 2 

!be i~~~pron .. nt in the building tradee 11 al.ao cred-
ited with a a1gnif1oant contribution t o the expauion in 
Seer•' aalee, Tbe workers and their employera in t heae 
tradee had been unemploTed so IIUch that virtUallT al.l of 
the income that they have recently been receiving haa been 
going into neoeeeitoue oonsuaption, It hat been spent im­
mediately upon receipt and much of it hae gone into the 
kinde of goode aold by Seare, After these neoeaeitoua wanta 
are satisfied, reemployaent in the building tradee will have 
s lese et imulating effect because a eignifioant traction of 
the wagea and other i noome received will be aiphoned ott tor 
eavinga and debt reduction, instead of being spent i mmediately, 

(b) Inventorial: 

saara' inventories are about 9 percent higher than they 
were thie time laat year , 'l'beir merchandiee ooiiiDi tHnta 
tor th11 fall are aome 4o percent higher, Tbeir opt11111aa 
respecting fall business ia baaed upon their contacta with 
both their suppli ers and the public, 

(c) Fall Forecaat: 

Their adJusted forecast of fall bua1neee will be made 
shortly on the baaie of reeponaea received from their new 
catalogue, which will be sent out in about two weeks. Tbia 
catalogue 1a being spruced up a great deal. with colored 11-
lustrationa, etc , Pending responaea to the new catalogue, 
llr. Carney is betting on good busineu right through to 
Chrietmas, beyond which he does not venture to guess. 

Mr, Carney ie somewhat concerned about the cotton e1t­
uat1on, hie recent figures indicating that in the cotton 
growing regione, the Federal eubeidJ hae accounted t or 
nearly all the farMrs' oaeh income, But in the !.Uddle 'lest, 
ap&rt troa continued compl.atnte from milk producere, tar~~ere 
&re in a rather cheer ful frame of lllind becauee thei r situa­
tion is 111.1ch better than i t was a t this time last year, 

'far acarea may interrupt the prograaa of business, but 
in t he Wlddla 'feat a t any r ate people are r ather fed up with 
reading about repeated threats that do not matarislize, and 
are unlikely to become seriously concerned again until the 
situation become• overtly grave. 

.. 
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secretary Worgentbau - 3 

(d) Priou: 

Ur. Carney looks forward to substantial price etabil-
1ty over the next several months , and this ie one reason 
why he telt tree to increase hla tirm' e inventory position 
n.nd commitments so considerably. 

II. Ur. Morrison 

International Harvester had a record year in 1937, and 
lts business continued on an excellent level ln the early 
spring ot 1938 when most oth&r linea of buaineae were well 
in t he doldrums. But, by April 1938, Harveater'o business 
began to tall taat , and has continued to do eo with virtu­
ally no interruption. The early months ot 1939 were pe.l'­
ticularly dispiriting to the organi~ation, the volume drop­
pin& as low ae 4o p ercent below that or the corresponding 
periods ot 1938. 

But, although there baa not been a eingle month to 
date ln 1939 that baa equaled the volume ot the aame month 
in 1938 ln sales, the discrepancy between the two years bas 
been narrowing recently. During the second halt or the 
year, the comparisons will be made with the particularly 
unsatisfactory second half of 1938, ao that tho statistical 
p1cturo trom July on should be a li t tle less discouraging. 

Harvesters' inventories are extremely low at present. 
The ccmpany wo.s caught with very la.rge inventories in the 
spring ot 1938 and baa been trying to work them ott ever 
s1~ce. Kr. Morrison looks torward to a very moderate de­
gree or improvement dur1ns the next elx months in p roduc­
tion and sales. 

III. Kr. Jarchow 

Amer1 can Steel Foundries is operatin.g at about 25 per­
cent ot capacity ao compared with an average or 12 percent 
during all of 1938. 

There bas recently been a somewhat small decline in 
the volume of orders. 
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secretary Korgenthau - ~ 

llo eipitioant pickup 1D ordere h anticipated i n the 
early tuture. It ia t oo late tor new ordera to do the rail­
roads e:n:r good in the movement. ot th1a year• • t ratt1o; and 
the arch-bar replacement program, wh1cb helped to austa1n 
tbe company's operations when other forms ot new bueineea 
were laoking, ie nearly completed. 

Low interest rates and easy availability of tunds 
would not be of great stimulus in the ordering ot new rail­
road equipment. What the ralls principally need ie not easy 
money but a good volume ot traffic. It their traffic volue 
were at all crowding their tao1li ties today, the ra1lroada 
would be ordering large amounts ot new equipment and would 
be experienoing no d1ttioul ty in financing these orders, be­
lieves Kr. Jarohow. 
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J'une .)0, 1939 

MCllllorWld\111 to llr. J' on eo -

Conditiona precede11t to 8lQ' arrang•ent to finance tbe ex­

porU.tioll o! cotto11 to Spain: 

Written aasurancea tro. the Sp&niab ADbeaeador ill the ,..0 ot 

bit Oovermaent that 

1) t he cotton aball be axcluaiY~ tor doaeetic 

uae in Spain; and 

2) J>111111811te !or the cotton will be made according 

to the torme of the agreement and thet no 

claaa will b e asserted by the Spanish Government, 

t he Balik o! Spain or •117 Spenieb financiAl or other 

intereato ageinat aucb p111111811te tor 8117 reaao11 

reaul t1ng !ro= the acquiai tion b7 the Govem~~<IDt 

ot the United Statee during 19:)8 of ailnr or 

Spo.niab origin. 

ID addition to the foregoing, wa are adviaed b7 the stet e De­

put.e;,t thet prior to the compl etion of 8117 financial arrang ... ent in­

volving the exportation or cotton to Spain, the Speniah Govortllllant 

•ball a oat tha request hereto aada to Ambassador Cardenas ! or general 

auurancea ragerding tho traat.ont o! Atleri can 1ntereata in Spain. 
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TREASURY DEPARTMENT 

PROCUREMENT DIVISION 

WASHINGTON 

Juno 30 , 1939 

r.r r!r. Socro tory; 

Ao I l oft your office vith tho other ~on of tho 
Pu',llc DW.ldin.;o Brl!l'lch who hod nnecblo~ to ao,;• GO~by, 
I ~ot•rm1nod t o take the l i berty of vriti~ you o er-
~ nAl let ter to express ey adoirl\tion for what you 
'. ·vo 1ntuaed into U:.e arcbltecturol vork o! the ~retun.tJ7 
Dopt'rt....ent. since 7ou bec.e.z::e itc heAd. ::le!ore th!a latt~r 
e:ulJ. 'b• vrt e. t en, tha copy of ¥ow· lo t tor to ~:r. Ca..~.,ey 
roc clod "" . It haa touciled me ver.; dooply. 

For yeoro b~fore the proaent alci niatrntion come 
into bo i nc;, 1t 11no q \11 te evident thnt tho tlooll)l of 
oubllc buildineo unde1· t he Tronoury Dop<U·t••ont woo not 

''hl\t H llhould be , and you "it;ht 11ondo1' 11' \Y thnt condi­
tion 11no not r e1•odied long 1\GO· !!y Mnwo•· ia t hnt it 
took j ua t thnt oyopathotie nnd undorot ond! n; attit ude 
of yow•aolt wul tire. :~org;enthau to pro luco \th.nt h.ro 
'boou 'brol.l(;llt nbout. 

I t i o with oiocere st p•r sonal r•ll"ot , l<Mcil I ""' 
sure 11 lhn.rod. by r:;y colle4t,.'\;,OB • thrt t~o 1J:wo ~ia.te 
1ntluoneo vhich you and ::ra . ::orcentlmu ho.vo exerted 
Ifill nov be a1aGi"6, but it 1a "'¥ ho;>o tlult t..a ido~o 
.t-1ch ;~ou hen opon~red e.~a t~.o thing<~ vhich your 
lor ... er vici on ond deeper insi,::ht !l.l've o.cco::pliahe~ . 
~ nov hove been suffieicr.tl7 eot ftbliahed to hold the 
atandordo of Govera::ent o.rchltocturo vhoro ;~au brve 
plr.eed thom. 

SincerelY youre , 

t,. ... "' · ~ -
LOUIS A. SWOJ: 

:tonorable llenry l'.ort;Cnthau, Jr . 

Socrotery of the ~reasur.y 
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19 Cleu Mr. ~~e .... ._.,, 

A' oq requea\, Aak8-.tor Ovua~ 
oalle4 o. H \04&z. 

I 'ol4 b.la tbat we were read,r ~ 
take up tbe queetlon or the lloall& la&l 1\eb\ 
&nd 1 woul4 Ulte h ban h1a 1aqu1re of 
hh Goftr-t wbe~r \ba7 would oare 
t o 4o llltntae. .. aU.. • lf " ba4 
&111 4e\alh u to tlgurea aa4 I eald 'bat 
I ba4 ao' p..a 'ba' aJQ' tbougb\ aa I PH• 
terre4 t o -n t or a&& eJQll'8e81oa troa late 
Oo9enant ~t \beJ aleo woul4 lllte t o 
dleou u Ml'1auaJ..y 'be cleb\ queeUon. 

l'oura alnoen'L7, 

(9liJ1ed ) H. Morgenthllu, Jr. 

The llonorable 

!he Seore\ar7 of State. 
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19 -- lllr. __ ...,. 

-'' 111r Nq11ea,, AabMeador 0WMM'IJ 
oalla4 011 • 'OC1&1· 

X 'o14 A1a 'bac - were rea4¥ to 
tUe up Cbe queeUon of Cbll Ruaal.ul delle 
alld I WOI.Il4 lUte 'o baft bU laq~&lr. of 
l:lh Oo.,.,._, wbetber tbe7 wou.l4 _,.. 
w 4o llkewt... He ...... lf ... ba4 
8111 deklh u Co flgv.ree UWI I ul4 tbaC 

·I ba4 110' "'"" tba' ~ u.ap c u I pre­
r.rre.s \ o .-!' f o r aa ·~•elOCl fJ'Ga ble 
ao.. ... _, u.c 'be7 aleo -14 like co 
4hou ee Ml'loual¥ tbe MM cp~eaUon. 

Xoure e lnoerelJ, 

IBfRnlld I a. llf'>r-recthlltt. Jr 

'!'he lilonorallle 

.. 
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..&'+~-~~ e, 
, .... ;,a, lNtt 

~ Geal' ltr-. !leON...,. 

A\ ~ req.aen, A~RM...toP OwaAMII;t 
0Alh4 Oft .. 'ofta7· 

1 told ll1a that ,.. were Na4¥ to 
taka up t be queeUOft o f the 1\uu lu 4eb' 
and 1 wou14 Ulte t o bue b1a lllqUroe of 
hle Ooft..-t wbetbep they would oaroe 
to 4o U.kewt... He ulte4 - 1 t .. ba4 
111\11 4e\&11e ae 'o tl~e and I aa14 that 
I ba4 aot gl- \bAt ~ tbaullt\t •• 1 pre. 
ferre4 ' o _1, f o p aa ~eaton tl"o. hle 
Ooft~t t.t.t tbeJ alao wwl4 like to 
dl-.a•• aep1au~ the debt q~~eeuon. 

Xoure e lnCMn"GlJ . 

(811J11ed l B. Monzentbau.Jr 

'!'he Honorable 

fbe S.ONtaJ'J o f lltate. 
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Present: 

June 30, 1939 

10:30 am 

Ambassador Oumanaky, U. s. s. R. 
Mr. Cotton 

HW.Jr: Wr. Ambassador, the reason I asked you 
t o come in ..... 

428 

(At this point the Secretary offered the Am­
baesador a cigarette and the latter opening his ci garette 
case said, 'Exchange, please. A barter.• The Secre-
tary took one of the Ambassador's cigarsttes . The 
Secretary having closed his own oase was i nterrupted 
while light ing his cigarette by the Ambassador saying, 
'The barter is one- sided so far, Mr. Secretary . You 
did not give me one . HU,Jr, laughing heartily, said, 
"Maybe t hat 's what will happen. ! haven ' t ~ma one of 
these since I was in Turkey. ") 

Ambaaandor: Yea, Ur. Secretary. 

HM,Jr: I want to ask you whether, after all 
these years, your Government would care t o take up t he 
quest ion or debt negotiations between our two countries. 
1 take it you would l i ke to ask and, i t t hey are, I a m 
prepared t o negotiate with you. 

Ambassador: I see. 

HU Jr: And we would like to do it in Washington 
•ith you~r you • ant to ask me any questions •••• 

Ambassador: Well, you understan<l that this is 
not t he kind or question that is ana•sred off-hand . 

!MY. 
between 

HM ,Jr: I understand. 

Ambassador: 
To tell you 
you and me, 

I am sailing We<lnesday on the QUEE N 
t he truth and in very private, Just 
Ambassador Steinhardt, in a regular, 

.. 

Regraded Unclassified



-2-

aoadem1o way, r a ised that question. I recommended 
to him in hi s new activi ties t o look rather ahead 
than back to old claims and counter-claims. I d id 
not see yet the basis for r evitalizing that question . 

The statement you mndo me , I will report, of­
course, to l(r . Molotov and that w1ll happen in lese 
than two weeks, i n person , but , of coureo , if besides 
the statement I could report some basis t hat , perhaps, 
would be very cons t ruct ive . 

KY .~r : Well, in the first place, I want to -­
o f cours , have discussed this with both the President 
and »r. Hull, end they don't, for reasons-- Kr. Hull 
I don't know; does no t i nterest me-- he does not w~t 
t~. Steinhardt to do l t . His position , I think, 1s 
this: he wants the Treasury to do i t. You see, he 
feels it's a Treasur y matter. No reflection on Mr. 
Steinhardt. 

Frankly , the only thing that I have to sugges t ~ 
lo that it your Government after giving the matter care-
ful oone1<ler at1on wants to anproaoh usi then it would 
have-- it's a matter of good will . think the de -
tails a re always uni mportant , but 1f your Government 
and my Government say now t his is something ~e want to 
get settled and get out of t he way so that we can 1m-
prove the trade between our two countr ies; . that ' s our 
objective, I think thls thing can be aocompl1shed. I 
am not interested in details. I mean, it s ~ust a 
question 1f you and I said we are going to,dD thls 
t hing; we =e going to get t o an agreocent; how shall 
you and I oome togeth•r to an agreecent ; i f you said 
you wanted 1t, if your Government wanted lt -- having 
the view that we feel trAt a great deal of business 
could be done be tween the two countries once this thing 
was out of the .way ••••• 

Amb~ador: You reme~ber the etory or the ne­
gotiations, • Secretary. 

~t. 

8eoretarY K: I was i n on it. 

Amposeador: You were, very much. I remember 
Remember well . You remember t oo at that time 
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we showed interest for recelvlng a loan af ter settle­
ment of ola1ms and counterclaims and as a part of t he 
settlement. 

H&I ,Jr: Yes. 

Ambassador: Without any prejudice how my 
Government mi~lt r eact to that -- I am th1~ing aloud 
now. 

HK.Jr: I understand. 

Ambassador: And I an asking eyaelt whe ther 
the interes t or t ne Soviet Government in any loan today 
1a the &8111!1 as bef ore. That ia Just thinking aloud. 
As to t he other part , I share your opinion entirely 
that the potentialities are tremendous. 

HK ,Jr: Oh , yea! 

A m~ssador: Just yesterday I discussed the • 
trade with. Hull. I showed hi m rlgures ,which I r e-
~·et I did not take along with me today , showing that 
in 1938 , for instance, we doubled our pledge by $48 ,000,000 
to over $70 ,000 , 000. That thi s ~ear again we will have 
so~ething between $50,000,000 to ~60,000 ,000 instead of 
the pledge of i40,000,000. That unfortunately t his dis ­
crepancy be tween i mports and exports ia growing catae­
trophically, discouraging our desire t o go ahead. In 
thia connection I would like very much tor you to know 
that, Ur. Secretary. 

I br ought up the question or the manganese ••.. 

HK .Jr: With~. Hull? 

Ambassador: Yes. Just tor your knowledge , 
I was not bringing that up as a practical matter, bu~ 
it ' s an import ant one. Last year when we renewed our 
trade agreemen t we asked the American alde to improve 
the balance. We don 't have the idee or a ne t balance ; 
not neoeasar1ly· we don't have t he idea of any barter 
agreements or o~y entire balancing. We don't want t o 
violate the economic needs or the country , but we ask you 
to i mprove it by acquiring something which you need tor 
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your National defense and wh1o~ we are anyhow supoly-
1ng to the average of about 4~ of everything you-are 
buying, except managanese, from our country . Last 
yoar the American negotiators told us there are no 
appropriations for that . Now t here are $100,000,000 

-i31 

for four years and I submitted officially on the be-
hal f of the Government to t he Secretary our very modest 
requirement, extremely modest: for four years , 800,000 t ons . 
That amounts in dollars to only 10 -- 10 to 12 . 

IUI,Jr: A year? 

Ambassador: No, for four years. 
very much improve the balance, but stil l 
roughly ;13,000,000 a year. 

Which cannot 
i mi)!"OVeS it by 

IUI ,Jr: You mean you want to sell 800,000 tons 
over four years? 

AmbBB&Ador: That ' s right. Kow you d lstribute 
1t -- you might in event of emergency or in anticipat i on 
of any, aooumulate a t once more . I t would be some im­
provement, but I agree with you entirely when you point 
out the potential! ties of the trade. All these things 
are in d i sproportion to the real poss1b1litles. Naohine 
tools, perhaps some kind of raw materiala too; perhaps 
some agreement with South America. These are things 
whloh I vaguely have and which I eubmit to t he Government. 

HU,Jr: Railroad equip~entT 

Ambassador: Hardly. Uainly machine tools . Well, 
let ' s put it this waY, ~. Secretary: t he rest depends 
upon ao~ethlng very different. I speak very conf identially 
a nd very frankly . 

IUI,Jr: Please. This wholo conversat ion. 
fact that we have started this , I expect • · · • 

The 

Ambassador: It' s good before I leave that we have 
this talk . 

don' t 
ury . 

KW Jr· We pride ourselves ln t he Treasury 
re~· the columnists what we all do ln the 

I don ' t work that way. 

-- you 
Treas-

• 
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Ambaeeador: I know. 

HW ,Jr: And I think the peoplu who d d • 
last very long. o, on t 

Ambasaador: Well, then, I want to make 
statement. ~ou know that we devote tremendous 
torts to our National defense. So do you , but 

HK,Jr: • •. but not so big. 

Ambassador: Not so big. 

this 
et-
•• 0 0 

HK.Jr: Twelve percent or our money goes to 
Nati onal defense . 

~32 

we are 
you. 

Ambassador: Yea. Well, in percentage , I think 
above that , but in actual figures much more than 
Tha t ' s why we have peace so tar. 

Should there be 1n the application or the ex­
isting laws about what t o sell tor~iRn Governments as 
far as defense materials is concerned, ohould there 
be in your new Nat i onal policy a dleorlmination be­
tween factors of war and factors of peace , should we . 
feel that we onn rece i ve t hings we need, both tor Navy 
and Army, well, in dollars, there are sooree and scores 
ot millions . So tar lt is ra ther discouraging. And 
when I go to see the appropriate division in the State 
Department and on behalf of some Committee that came to 
t his country and wants to buy aomethlng ,and which your 
Government knows t lAt it never can be used against 
Aoerican interests , the answer is whethPr you are Germany 
or Italy or France or Russia, entirely equal terms. No 
friends . These r e fusals in terms of dollars already 
have mennt great sums and are not entirely understood 
by our Government . 

Hloi. ,Jr: 
me nn example. 

What sort ot things, tor 1nstnnce7 Give 
Any t hing. 

Ambassador: Right now eo me t hing which I will 
disouee with Secretary Edison in half an hour . 

HU,Jr: Those two ba t tleships? 

.. 
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Ambassador : Yes . Destroyers rather and 
with a battleshi p l oomi ng in t he baoksround and other 
thlnSG• Theee are scor es or m1ll i ono of doll nr a al­
ready . Ot her t hi ngs . Just one instance : Amtorg 
hae an order to acquire at once from General Elec t ric 
o•• any other firm boiler s -- boilers for our Navy. 
!lot guns . Not ammuni tion. Not ordnance . Boilere! 
But , of course, modern bcilere with high ores sure and 
hi gh temperatures . That ' e already I thi~ about, !f 
I am not mistaken, something above alO,OOO,OGO. 

HW ,Jr: You can ' t get them? 

Ambanador; Very doubt ful . 

KI4 . Jr: Who says no? 

So tu, no. 

433 

A mbaesador: Well, i n halt an hour 1 will know 
better. I will be able to anewer that queet ion. Ot 
course there are developments there whi ch are of mili­
tary value or pe rhllps ru•e consi<1erecl m1l1tary secr ets 
and perhaps they are in this class. Aooordlng to Ur . 
Green ' o office they are under thi s uotegory and it ie 
automatically a ppl ied t o us . Well , 1 coul d quote many 
such t hings . 

HK Jr: (To Nr. Cotton) You know who he means by 
Grosn .~een over at the State Departme nt. 

Ambassador: Munitions Board. 

Hl.! ,J r : Of which I ac a cember. 

Ambassador: Well, Ur . Ed ison's approach is the 
mos t intelligent and f r iendly one. 

KM ,Jr: He ' s an intell!gent person . 

Ambassador: 1t' s a real pleasure to hAve to do 
lfith him. Bu t pr obably t here arc soma hand i caps which 
pt•event it . 

~0 ns to our trade of t oday , I would say before 
we would engage in - - besides the subJect, rather this 
way there are t wo t h ings which alreadY could be done 
to the great benefit, mutual benefit, smoothing out 
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the balance by acquiring t he raw materials you 
need for your National defense and ror whioh you 
al1•eady have some money appropriated; second, 
discrimina t i on be tween fac tors or peaoe and factors 
of aggressi on , between friends and non-friende . 

HU.Jr: I understa nd . Well, you know me well 
enough by now that I don't start anything like this 
unless I have a complete backing troo the President . 

Ambassador: I know tt.at , Ur . Secr e ta ry . 

HU,Jr: Because life i s too short. Lite is 
too short. You know that . At this stnge , I don't 
waste my time on t h ings unless i t's something I have 
t 11e complete backi ng of t he President and I look f or ­
ward , perfectly openly -- where a re t here any new 
channels for trade i n the world . And I think that 
Russio. offers us one of t he best opportunities. 

Ambasaador: I t hink you are right. 

HM Jr: And possibly t his may be an oppor tun­
ity . T~ing o.ll t he peice together and milking one 
pattern which would bring to a better underRtanding •.• 

Ambassador: I t hink you are perfectly right. 

HU,Jr: You aee? If we have troubles here, 
t r oubles t here -- I don't know how your Government 
ia. I know how ours is, but tt.eoc groups sowe-
t i mes t hink they are almost l ike foreign powers r.ork­
l n~ her e ao to t heir i denti t i es. 

Ambassador: I understand perfectly. 

HU,Jr: So ~ybe t his would be the opportunity 
for to.k ing this picture puzzle and putting it all 
toge t her . ll'hen we have someth1nr, we will have some­
thing mutually advantageous t o both oount ries . 

Ambassador: May I ask you one frank question. 

H.I.I ,Jr: You can ask it. 

.. 
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Ambassador : Wh.. h "•v a ould it be? Why should 
the deb t ques tion - - maki ng a bad Joke -- whi ch is 
n dasd question •.•.• 

HM .Jr: I underst a nd. 

Ambassador: In a sense internationally, every­
where . Why shoul d that be in the picture? 

HUfJr: Well, tt~t ' a a perfectly good questi on. 
Because reel t~t having got that out or the way 
that if it wee a quest i on or credits then we could' 
take up the question or credits. 

Ambaoaador : Of loans? ar financial loans? 

HIJ ,Jr: Yes . I f t hat ~as necessary . 

Ambaeoadcr: That is exactly the quest ion which 
I will have t o ...• 

HM ,J r : Ia that an answer? 

Aonbll8aador: I t is; ~ea . 

Hll .Jr: That ' s the only reason . 

Ambassador : And the second question coming now: 
what does ~ Government ~hink about the dea1reb111t y 
of this financial arrangement, perhaoa hsvlrg 1n that 
picture exactly what you said -- putting t l.e !)Unle 
t osethor. I understand that . 

IW ,Jr: Now another thln~. It we are going to 
do this -- Finland certainly has r.ot all kinds or 
favorable publicit y on account of her posttion. 

Ambassgdor: That ' s right . 

HU
1
J r : And I t hink it would be moat helpful 

ao tar as thi s countr y i s concerned , 1'ur public opi n­
ion if that was settled and a lot of the so httr dles 
tYOUld disappear 1f the debt question wna settl ed. 

Ambassador: I ! I am asked -- and that will be 

.. 
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will be asked by Ur . ~olotov , 
for you to answer ri~ht now 
the conditions . You could 

HM ,Jr: No. I run not prepared. 

Ambassador : I r ealize that . 

HU,JOO No. Because until I ~et an indication 
from Y vernment that they are r eally interested 
not Just passing t he time but t hey really wan t t o do' 
thia, then -- I haven't got down to that . I don't 
want to. 

Ambassador: That ~erhaoa la the way t o se t tle 
that difficult question or di acreoanoy in our export­
ir~port . 

Hl.I .Jr: It certainly, I thlnk, would be 8 step ... 
ln the r ieht direction. 

Ambqsssdor: It's almost a three to one dis­
orepanoy . 

HU,Jr: And lt ' s getting worse? 

A~bnsaador : Getting worse; yea . A~d nlr~ndy 
affecting our purchases. We are already discourag e!. 
But one t hing I want t o emphssi~e, should those hurdles 
you ment ioned , or I mentioned rather , i n the defense 
materials would ever be overcome, we wo~ld not mind a 
Pnaeive balance. 

Hll ,Jr: That is right . 

Ambassador: We either will or won ' t . But you 
probably will not yet have an Aot lenv1n~ t he Secre­
tary of the Navy or the Secretary of lfnr more disjlretion 
in g iving t o friends the t hings they need. That s 
what Secret ary Edi son coroplained bitterly about . 

HU ,Jr: I don't know. I am not fa~1linr t o know 
what t he troubles are . I don't know. 
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Ambassador: We are very modest , by the way, ln these things. 

HY.Jr: I don't know. I mean, there is no 
reason why I should be 1n on that . I Just don ' t know. 

437 

Ambassador: I Just only want t o tell you, Ur. 
Secretary, ln t his we reel, very trankly,wo reel 
plonty or good will and r ight approach from many people 
a nd the higher we go , the better the approach, but when 
1t goes down t o the machinery then we hit obstacles. 

plain 

KW,Jr: So do I. 

Ambassador: At every step. 

KW ,Jr: So do I. You tell me why. 

Ambassador: I don ' t want t o co~e hers t o com-

H14 , Jr: No goOd. 

AmbiiSsador : about your officials. 

HU ,Jr: I have the same complaint . , We make an 
agreement with Ur. Aranha. What s happened? What's 
happened? 

Ambresador: Well , Mr. Secretary , I wont to tell 
you that certainly will not fall to report that is 
me ssage number one in ~ report to the Govorn~ent . 

HU.Jr: 
1t up again. 

And then, a t your pltasure, we will take 
Now I want to ask you something. 

(Ulss Chauncey was excused from taking the balance 
or the meeting.) 

... 
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Hello. 

Go ahead. 

Hello . 

Yes? 

Henry Morgenthau. 

Oh hello, l·lr. Secretary. 

How are you? 

Fine l 

Are you at your office? 

No, I was -- at the hotel . 

JUlie 30, 1939 
8: 55 a.a. 

Oh I The rea son I'm cal lin;; i o t h io: 1/e don ' t know 
how you people handle t hat oevonty oonto on account 
ot the tax t hing , you see? 

... 

Yeo. 

Do you know in what fol"n tha t ' e go i ng t o be? 

•.tell, it ' s goi ng to read somewha t like the Senate 
Ancndaent eayin~ tha t - - maki ng the percent ages 
forty-five , fifty-five . 

\!ell , but do t hey t ake cnre o~ t he -- or t he tax 
on thle? 

And t hen a t t he end of t he sentence . . .. • •. 

Yes. 

•.•.••. we added a comma and took 
tho tax in a definite etateoent . 
we have a bout t ha t •... ... 

Yen • 

ooro -- took care of 
Nou, the one fear 

•••.•.. is that they may throw it out on a point or order. 

Regraded Unclassified



r-::Jr : 

S: 

~:Jr: 

S: 

:~:Jr : 

S: 

S: 

.... -'t' . ·- "' . . 

S: 

:: ~ r : 

S: 

:~·Jr : 

S: 

5: 

S: 

-~.Jr : 

S: 

- 2 - 439 

But -- you ~ean t he - - t he tnx thing? 

Yollh. 

\loll, 1o there any lte.y ot our bovo t· •· loo'-. - t 
Bo t hat -- our lawyers? • =lng a •. u 1 t 

l/hy yee • I -- I t h1ru: 1 t ought t o be roacly in the 
House . The only co:>y I hnd wo.a tho -- t he one I handed 
in lat e last night to t he r:ouoc -- f Ol' l)r lntin"' . .., . 
Yonh. 

And I th1nl: i t Oudlt t o be t horo nou. 

llo11, holl c an 1;e ge t 1 t? 

?hrouen t he doc~ent roo~ . 

~'Ou:;h th e docunent rooo. All rl":. t , I ' ll have our 
boys r;o c tter thct . 

All right, e1r . 

!!o1t, i f you ' re afre.ie or thflt , I hc>.vo t :1ia aug;:;e ation 
to nnke 1ih1ch I 1 ll checlt 111 t h my lm.ycre . 

Yoo . 

You aeo , under t he ryresent Th oono Amendment t here are 
B!)eoial provisions e>:eop t1nr; domestic silver tron the 
t ax, you knou . 

Yeo, sir . 

And in order t o :>l a y !'a ir t:1tl, t hece bo;·s , lf t.lJey 
ttould let it go tnroush ac :>Prt or t he 'l':.o::taa A:::enc!.--ocnt 
tli t hout tlxlns t he :>rice and 11i t h t he understanding 
t ha t t he President et cldnlr;ht \:ould !l:t 1t a t sevent y 
ocnto tor tuo year s •• •.•. 

Yo o • 

• 

• • . • • t llcn tllat ~;ould t c.lto c are ot tho tnx t ili ng , you sec . 

Yo n . 

I ' m jur. t offer1~~ t he t entlroly on oy o"~ · 

Ye ah . 1:o11, I don ' t ':noll hou t Cll' t '!ll(;bt ntfect t t e 
pnrl1aoon t ary s1 tuation, beco.u e t:· 1r len-:ua:;c ha, ~ns 

... 

Regraded Unclassified



!!l !Jr: 

S: 

m!Jr: 

S: 

H:~Jr: 

5: 

n•Jr: 

... . . 
~=·!Jr : 

S: 

~=- .Jr: 

S: 

S: 

!11·:Jr: 

S: 

H:·tJr: 

- 3 -
440 

to be before us e t t he "'Oment. 

I understand. But I mean, auuooainu it ' s thrown out? 

~/ell , or course , i f 1t 1 a t hrown out why then 1t would 
be -- be l ett to -- lett to the diocl'etion o1' the 
Secretary of t he Treasu r y, a nd 11' you want I can state 
t ha t I ' m quite positive that you would continue t o 
respect that ll S you have in the pas t . 

This - - well, I mean, 11' -- I ' m jus t thinltJ.ng 11' -­
in order t o protect them eo tha t t hey can ' t say tha t 
there's any double dealing at th18 end, that' a what 
I'm bothered with, you ace? 

Yeah. 

It t his t hing 1s thro~o'll out, t hen I t hink t he tl:1ng 
would be to get the President to say tha t he'd get 
out a ~roclanetion tor 70 ocnts . 

Yes . 

And be cau se, i n t he Thomas Amendment it part icul ar ly 
t akes care of t hat t ax. 

Yes . •.iell , it was my t hough t that 11' t hat's thrown 
out on an amendment ••.... 

Yes . 

•. .... I would assure the Houoe t hat the Cooaittee would, 
in the next day ~r t•~ . bring in an amendment to the 
Thomas Amendment. 

I sec . 

And ••••.. 

II ell, t hat would take care or it • 

.. .. .. take care of 1 t thn t >tay. 

I' d much r a t her let the House fix the price the l<ny -­
attor all t hi s debate. 

Ye s . 

I'd r at her let t hen fix 1t. 
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Yeah. 

So it you could br ing in an amendment subsequently 
taking the other tax , that ~u\l.bo -- t hut will be 
even better. 

Yes . \/ell, I thi nk we might do thnt . 

I think your suggestion is better. Well , I -- you 
got a good press this Morning. 

Di d I t I haven't seen i t. I - - I Jus t woke up; I 
d1dn 1 t sleep so well. 

Oh, I ' m sorry. I guess I v.oke you up. 

141 

No, you d idn1 t , becaus~ I -- I h&ve to be up and down 
in the House. This bill's coming up, I think maybe, 
at eleven o'clock and I want to be sure we get it 
through. 

'.lel l then, you would have had to ge t up anyway. 

Yeah. 

I 'm sorry if I woke you. 

No , you didn't. 

And-- it's coming up a t eleven? 

Yes , sir. 

It then - ie it -- the understanding it goes through 
the House first? 

It goes through tl1e House t1rst and then over to the 
Senate . 
Fine 1 \fell , we •11 get this t hing trOCll t he dooU!Ilent 
r oom. 

All right, air . 

Thank you so tr.;lch • 

You ' re welcome. Good bye. 
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June 30, 1939 
10:00 a.~ . 

Hello. 

Senator Barkley. 

Hello. 

Hello. 

Hol·r are you? 

I'm all right. How are you? 

Well, I see you did a good job l aot night . 

¥/ell, I think eo if -- 1t l<e get it throueh. I don ' t 
know, t hey can prevent us from votlng on it if t hey 
make up t heir olnds, but I doubt if they do lt. 

You don't thlnk t hey 'll let it go through? 

~/ell , I .mean , t hey -- they have the power to orevent 1t 
from gol ng through. 

Oh ! 

If t hey decide t o do lt. They are lleetins noot, I 
understand, t he Republ icans , t o deolde what t hei r eou1·ee 
will be, but of course all they've got to do 1& to talk 
until oidnizh t lf they decide to do that and the t hlng'e 
over. 

Uh-huh. 11ell, how about t he Democrat a? 

Well, they' ll be all rll ht . tie can vote -- 1f we get 
a vote on it, it'll carry. 

I see. 

Yeah. 

But can they ke ep lt from coming t o a vote? 

Ye~, t hey can dv i t. 

Oh ! 

Yeeh . 
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You aee, 
Senat or e 

there• e no way t o roroo a vote it enough 
want t o talk t o -just keep talking. 

Well , 1f -- 1e it the 1dea tha t the House 11 paee 1t fir s t? wi t r y and 

Yea , the House i s go i ng t o pass it tlrat . They may 
paea 1 t wit hin an Lour aft er they •neot. 

And then it comes over to you. 

It oomes over to t he Senate. 

And t hen it depends upon ••••. .• 

And we ' l l bring i t up in the Senate, and ••.... 

Y~ah . 

••• •• . we can soon find out whe t he r they are going t o 
try to fil i buster. 

I see . 

Yeah. I -- I frankl y d oubt whe ther t hey ' ll go to that 
ext ent, but t hey can do 1t 1t· they deelre t o. 

You -- you've certainly got the Republ1oana on the spot, 
haven 1 t you? 

Vall, yea. Absolutely . Now, t hey -- they got out on 
a 11mb. 

I ' ll say eo. 

... 

Yeah. or course, it t hey beat th l o t hing why t hat means 
that-- t hough that-- t hat t hey' ve-- t hey're bound t o 
make t he si lver peonle angry bcoaueo t hey oay have - - t hen 
t he prioe or silver' goes r ight back down to the marke t 
price . 

That' s right . 

And they ' r e -- they're between the devil and the deep 
eea . 

That ' s r i ght. 
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So t hat' s the way t he t h i ng stands. 

Right! 

444 

But ve got a -- we got a good -- good pr oposition ln 
our conference report. 

I t hink so. 

Yeah. 

I t h i nk so . 

~/ell, I hope it goeo t hr ouSI!. We ' ll do our best. 

Yeah. \/ell, you• ve done a wonderful Job . 

Well, tbnnk you. 

\iell, I'm hero. 

All r i ght. 

Good bye . 

Good bye. 
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Go ahead. 

Hello. 

Hello , Henr y . 

Hello , Frank. 

How a rc you? 

1' m fine ! 

June 30, 1939 
10:25 a . m. 

4 4~ 

Say, Hen.r y , I 1 ve loo'<ed over n nW~ber ot 10en for t !:- is 
tax j ob. 

Yeah • 

There have been six or seven prominent persons . 

Yeah. 

Some are well qualified and ot her o are not , and anons 
those t hat are qualif i ed are oome who we don ' t want .... . . 

Yeah. 

• •.••. 1n t his Go vernment , and some have been 1n the 
Treasury Depar tment before . 

Yes • 

llov t he r enow t :U..t tn,eale to me t he cost or ;;he 
number or candidates is Sam Clark. 

Jus t n 1111nute, le t oe oa!<e a note or th is. Sam .•... 

Sam Clark. 

Yeah. 

He's now wi t h the S. E. C. 

Yeah. 
He gradua ted magna cum laudo t rom Yal e and he has had -­
he'& 38 years ot age, has had an intor coting l~w c~eer 
tor his years, and has done unusuallY good worK he! e. 
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He ' s a careful, b rai n T, thoughtful. • . ... 

Yeah • 

• • • • • · • thoughtful lawyer, 

Yeah, 

He has integri ty Wh1oh 1s so neooaaary here . 

Yeah. 

..; 46 

And he ' s devoted 
of Dean Clarlt ot 
AppeU..lle Court, 

to the President. He 's t he brother 
t he Yale law college who went on. tho 

I se.e . 

So his antecedents and contacts ere very favorable. 

Good. 

Now, I want you t o check on hlm -- tha t you feel all 
r i ght about him. 

l·!ay I do that? 

Yea, indeed, before I'll do anythi ng. 

Right ! 

But I think he 1 a qul te a person. 

1/ell, I'd like t o have t hat opportunity 1f I may. 

Yes , all right , Henry. 

Now, on t h is monetary legislation uh1ch >~o' re watching 
every minute ••..... 

Yeah. 

•• .• ••• the form it's t akl.ng now would be-- lf lt 
passed the way it 1&, will be a proola -- vill be , not 
a proolacat1on but rules and r egulntlono by the Secretary 

of the treasury rather t han y roolllliiAtion bl' the President, 
but it may ewi toh any minute, you aee? Hello? 

Yes . 
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And 1f 1t goes back to a proclanation by t~e President 
we 111111 want an opinion from you. 

Oh. 

'!'he way 1 t stands now ~re 1 d - - >~e don't need one, 

All r l snt. 

But -- are you going to be here t his afternoon? 

I ' ll be here until four o'clock . 

Until f'our . 

I expeot to go to New York then. 

\Jell , we ' ll know, but •he Pree1dent 18 plannin;; to stay 
and maybe even go up to t he Capitol at mldnieht to si~n 
t itl e t ' lng . 

Well, I'll stay rl~h t on the job if 1t1 & necessrry . 

And if you don 't mind, I ' d l11te to tip you off , he may • 
want you. 

Oh, well, then let me know -- will there be Cabinet 
oeetlng'l 

Yes. 

\lell, lot me !mo..- and I'll just stay avo.1labl e . 

Be cnune 1f he goes up I ehould thlnlt ho 1 d want you on 
band lf he 's going up to do any signing at 11:59· 

Yeah . Yeah. 

So I t hought you might like to know what's ln ~~e w1nd. 

Yes, well, I ' d better be available. 

I should think so. 

Oh, yen. All rlght. 

Tbnnk you. 

'!'hank you. 
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Operator: lf.r . Smith . Oo ohe&d. 
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Hello. 

Hello . 

~!orgenthau spo&kl ng . 

Oh, yea, l·lr . Seoretl'. r y . 

I had a minute wlth the President after Cabine t and I 
asked him about my t hree Coast Guard CUt t ers. 

Yeah. 

And my fifteen long-distance plenee . 

Yes . 

And I reminded the President that he ' d promised 'me tha t 
if I could got the bill through that 1 t wns all rlght 
wltb him. 

Yes . 
he 

So, and then/said someboC.y ln the llavy - - eo -- sor:Pl..ody 
tole him that t l>ese t ype of cuttere were t oo blg, end I 
eaid, 0 liell, they ' \'e worked out beautifully. ;;e hev~ 
s even of them; t he NP vy• s crazy about them, end it takes 
t hree or four yearc to ge t them, • nod t hnt he' <' prool.eed 
t hem t o me . So he said, 'Tell Harold to tlllk to me about 
it again.' 

(Lnughter) llell , doggone it , you kno>r hou - - hou he i • 
sometimes . 

I know, and t hen the same on the lon~-distsnce t he 
h 1 •:..·e•s 

fifteen planes. He was all for t .oee p nnes . 
promls ed oe all this once, you know. 

Yeah, I know. 

He proo1sed it t o me t lo'ice , ~ou kno• · 

I went t h r ough t hls r i gmarole with tho Secretary of the 
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Trea oury -- or Secretary o:f Coomcrce and I took t r ooe 
t hings bec k to h i m twice . I said , "All I'll do __ I' l l 
be glad to do a clearing job,• and he vetoed them. 

Vlell, would you mind do i ng 1 t once more? 

Yenh , I ' l l do i t. 

O. K. 

Yenh, I 1 11 do i t . I' ll t ell you whet he -- or dld ~lao 
toll you Wha t he said? 

~:o. 

He said, "Now, I don ' t thin~ t hey need any , ore of t hose 
l a r ge shipo. • I t ook the thin~ over l:i t h t his i n clnd. 
I oaid , "Now here is t he story and -- o! t he Coast Guard, 
end I have no wev or valuetln~ lt because it ' s ~rtly -­
nart or it is t his national detonso t hin? . • 

Yeah . 

And he said , "'tiel! t hey don 1 t -- t hey don 1 t need t Looe • 
de teo t ors . Vie ' re not goine t o ge t into >~o.r ar ound here 
so :fast t ha t >~e 11ouldn 1 t have t1mo t o 100 tte such an 
1nstnllntion a nd they ' ll require nddit1onal personnel ," 
and he wont down the llne on t he whole t h i ng anci •narl<cti 
lt off himself . I took tho li st over. He nar !<ed i t 
ott, every one of t hose i tems . He o~,e down to t he 
K o d i alt base an<i I sald , "II ell nO\: , r. e I unccrs~onc 
i t, tho :Cavy 1s building e. bneo t here nov P.n<: it would 
be economical lf t he Coast Guard ls t o have a base to 
t ie in with t eEt ~ork." 

Yeah. 

•1:e11,• he said, • we ' ll leave t hn t .• 

\~ell he had cut a ml l l i on or t"o out of t he T~easury 
and gave two huncired and fifty mill ion to Agricul t ure 
\11th t he snap o:f a :finger. 

(Laughs ) I !m ow it . or oourao, ho -- he doesn It llke 
t hll t eltoe r , but I oUJ>!'oae he ' s ntuol< . 

\loll , anyway . I spoke t o h i m onoe more one reminded 
1t to h i m •.• •. . 

Yeah. 
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HllJr: 

S: 

R!.!Jr : 

S: 

HI.IJr : 

"· ~ . 

RloiJr : 

450 
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•.• • • t hat he promised lt to me on two different •••• 

Yeah . 

Do you oaind going through •••• , 

I' ll do it . You bet, I 'll do it. I ' ll take it baek 
to him. 

Thank you very .•• • 

Yeah, all right . 

Goodbye • . 

.. ·­.. - ~ · 
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Operat or: Go ahead. 

!J:tJr: Hello . 

Ed 
Poley: Hello, J.!r. Secretary. 

HMJr: Yeo, Ed. 

June }C, 1939 
4: 00 p . n . 

F: This t hing 's movi ng swrul olow down here. 

~ :Jr: Yel'h , I know i t is. 

P: They got it .up to a poi nt ot -- ot a vote •..... 

:~!Jr: Yeah. 

451 

F: •••.•• on t he aocent ancc ot tho confer ence reoort l n 
the Houoe and they're -- Republicans arc usi ng all 
t he tactics t l:ey can t o keep them ! I'Om voting . 

F: 

Yeah. 

It may be an hour before they ge t to a vote. 

Thoy ' re gi vlng Hoffman t he r ight to one~.k , I Sl'e , for 
an hour. 

/ 

.. 

F: (Laughs ) \/ell, he r aised tre poi nt o f per sond prlvll e~ . 

H!!Jr: 

F: 

ti!!Jr: 

F: 

Hl!Jr: 

:r:Jr: 

Yeah. 

And lt'e Just t actics of delay. 

Yeah. 

And it may be an hour or t wo betore t ney actually get to 
a vote . .. .. 

Yeah • 

•• .. •• and then t he bill will go over to the Senate side . 
They ' re going to try to hold t ho Rellof Bill back and ..... 

'•\lll l , 
t rou're 
nov. 

behind time. Thoy•vo t aken lt ~' ln the Sena te 
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F: 

HJ.!Jr: 

F: 

H!!Jr: 

f' : 

l!l!Jr: 

? : 

:-:!:Jr: 

r : 

F: 

f' : 

:-·~,. Jr : 

F: 

H!!Jr : 

F: 

Ht:Jr : 

F' : 

ID!Jr: 

F: 

.· 
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Oh, t~ey•ve got it up on the Sen• te olde. I -- I 
haven t been over there. I • rn on t!•e House . Side. 

452 

Yenh, they're tekina 
started i t . t hey've started to -- t hey 've 

I didn 't 

Yenh. 

I d l dn ' t -- I dldn 1 t knot/ they >~ere .••... 

••.... going to <lO thet until 1 t otu:le over from t he Houoe . 

No , t hey 've started it already on the Relief Bill . 

Oh- buh. 

1:e &ct ? retty good servi ce he1•e on t t e ticlters. 

You get - - sure, you ge t quloker service t han -- t t wn 
it ' s 9QBSi ble for sooebody to call ln. 

Yeah. 

And -- and report . 

Yeah. 

\/hen anything hnp:cono. \fell , I ..... . 

\~at are you doing up t here? 

\/e ll, I thought I' d cooe down end see what's ::;otn<; on. 
Do you want ~e to come baok? 

Vall, I -- are 70u doing any good up there? · 

t · i ,.ood _r ' .l oome be.cL. No , I ' m no ao ng any o • 

Is it air- condi t ioned up there? 

Yeah , it' s oootortsble. (Laughs) 

(Laughs) tlell , where do you -- I t blnk you ' d better be .. . 

Do you >~ant me ba ck t here? 

genoraln, you 'd better be a When you're one of t hese r r ont 11neo. 
little bit back from t he 

o . r. . I ' ll come back . 

• 
-
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HXJr: A.ll r i ght . 

F: Yeah. 
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Ji;!Jr: 

Andrew 
Sooern: 

ffio!Jr: 

S: 

Hi'cJr: 

S: 

!!!~Jr: 

S: 

lll!Jr: 

S: 

:mJr: 

S: 

M!.:Jr: 

S: 

S: 

ffi~Jr: 

S: 

tc.~Jr : 

S: 

• 

Hello . 

Hello , Hr . Secretary. 

June }0, 1339 
5:01 p . ... 

~/ell , again you ' ve come through beautifully. 

llell , I hope it isn't too late . Now, I ' ve Juot been 
over to the Senate. 

Yeah. 

454 

And Senator Austin was ques tioned as to wh&t t~e Re~ub­
lioano' intentions uere and he denied any knowledge· or 
any atteo~t to filibuster or delay it. 

Yea..~ . 

or oouroe, he ~lght -- he might deny that . 

Yeah. 

And nevert heless permit 
we have that they'll 
adjourn. 

Only one chance? 

1 t t o go on, but t here' s chance 
thOy ' l l puna 1 t before t hey 

llell, it's an ~von ohanoe. 

\fell, they 've got to get that Reller :Jill out first , 
don ' t they? 

Yea, they do. 

~/hat? 

They're on that now . 

They' ve got t o pass t hat t1rot . 

Yes • and t hey 're on that no>~ • but they -- t hey shouldn ' t 
have any trouble with t hat Relief Bill . 

l•hat' a that1 

I don't think they ' re going t o have muoh trouble wi th 
t hat Relief Bill • 
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!!KJr: 

5: 

H!.fJr: 

8: 

lll~Jr : 

8: 

Ji!.!Jr: 

S: 

Ji!.!Jr: 
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8: 

m:Jr: 

S: 

HMJr: 

S: 

ID!Jr: 

8: 

l!lo!Jr : 

8: 

HMJr: 

8: 

455 
- 2-

I, pereonal.l)', aa glad to eee the Reller Bill go nret. 

Yeah. 

But I think 1t the)'' d ehoTed the money bill ahead ot 
that and then not haTe passed the Relief Bill, I think 
it would haTe been bad buaineea tor the Party, don' t 
)'OU think 80, 

Well, it would haTe lookad very-- •ery auspicious, yes. 

Yeah. But I see Key Pi ttun• • oome out in the conterenoe 
report. 

He 41d' 

He made a roroal statement. 

Well, that's tine. 

So • •••. • 

Well , I t hink all or my silver men here 1n the House ...... 

Yeah. 

t d i t t/e bad a vote or 229 to 160. •••• •• euppor e • 

I think u• 8 marTeloue ! I t hink it ' e marnlous ! But you 
don't - - nobody knows What the Senate will do. 

No, nobod)' oan tell at the moment. 

I eee. Well , I'm e•er eo muoh indebted to you. 

Well, now, it -- or couree, the onl7 th i ng we can do 1& 
__ it the)' don't pass it, is t o 1mae41a tely r eenact that 
legUlation. 

Ri(!ht I 

And I guese we'll do that ae fas t as posc1ble . 

Right. Well, you thirut we have to reenac t 1t, huh? 

'we 11&7 haTe t o. 

Well , you wouldn't 
__ when would you etart that? 

Well, I could -- I could start tomorrow mcrning . 

.. 
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!!J.!Jr: 

5: 

HMJr: 
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S: 

ID!Jr: 
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456 

Toaorrow .-.orn1ng. 'l'bat would aeem to be the thing to do , wouldn' t it? 

Yeah. 

~/hat? 

Yea. 

Sea, it you could - - you could get 1t through the Houee 
tomorrow, couldn't you? 

t/ell , I might. I ml.ght get 1t through the Houee tomorrow. 
I certainly ought to be able t o get 1t through Monday. 

Yeah. Well , ot course, the tallow that I blame on all 
ot t h1e ia Carter Glaea. 

Oh, yea, he waa t he t1rat -- he wae the one to blame. 

Yeah. Yeah. Well, I'm ever eo muoh obliged. 

All right. 

You did a beautiful Job. 

~iell, tha.nlt you. 

I 'll be seeing you. 

Yeah. 

Goodbye. 

.. 
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Leslie L. 

June 30, 1339 
5:20 p . r.t . 

<IS 

Bittle: Hello, >tr . Secretary. 

HI!Jr: Can you tell me what you t hink 1& going to har>pen 1.n 
t ho next couple of hours? 

a: Yeo , Sena tor -- I mean , Hr . Seoreto.ry. 

HI~Jr : Yea. 

B: 

·.;::Jr: 

B: 

!r.:Jr: 

8: 

!t~Jr: 

3: 

E::Jr: 

B: 

!C!Jr : 

B: 

i!l-!Jr : 

B: 

JiJ.:J r: 

!l : 

The conference report on the Reller Bill 
Senate and there ' s a fil i buster on that . 
to talk on tha t for three or f our hours . 

On which? 

1& before t he 
They're going 

On the Relief 

On the Relief? 

?Ublio works Relief Bill . 

Yes. They' ve s>titched t he fil1buotel' fro~:~ the !!onetnry 
Bill to thiS bill end t hey ' ll l ot it eo throu31t along 
about eleven o ' oloc~ . Holt -- Oeno.tor Holt now has the • 
floor and will sneak for an hour or an hour and a half , 
and they have the time allotted anonc; dlt'feront Senators 
to speak on the Relief Bill for oome time yet . 

Now let a e see, I don't thinlt I ' ve got this strai~ht. 
You say you think that they ' ll filibuster on the Rel ief 
Bill until when? 

Oh, un~il ten or eleven o'clock. 

And then let 1t go through? 

And t hen let 1 t go through. 

~en what'll happen to my money bill? 

They ' re going to t alk that -- on t ht.t until tYelve o'clock 
then. 

And not pass it? 

Not paso it. Yes, sir. 

That -- tha t' o thll program, huh? 

That's t he prograc at t his time . I got-- I go t that fro~ 
the o ther side pretty straight . 

• 
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l!!!Jr: 

3 : 

Hl-iJr: 

B: 

!!J.!J r: 

B: 

:~:Jr: 

- 2 -

I go t it from a very di rect aouroe on the other side . 

I eee. 

That ' s their purpose a t t his time. 

Uh-huh. 

I t t here' s any ohnnge in it may I oall you? 

I wiah you would. 

458 

3 : I'll be very gla~ t o , or course. I' l l keep you advised us 

E :Jr: 

B: 

!!l:Jr: 

B: 

H!~Jr: 

J : 

to Just What ' s going on . 

But t hey 're 3oing to filibuster t he Relief Bill until 
eleven . 

About ten or eleven, yea , air . 

I see. All right. 

It there' a any change I'll let you hear f rom me . 

'l'hnnk you . 

All right. Good bye . 

• 

.. 
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l!MJr: 

Frank 
J.lurphY: 

H!IJr: 

]I; : 

ID!Jr: 

V. : 

!! : 

~~ : 

:r,.rJr: 

ll!Ur: 

,, . 
re:Jr: 

~1 : 

!!HJr: 

n: 
l!I!Jr: 

.· 

Hello. 

Hello , Henry. 

Frank •• .••. 

Yeah . 

June 30, 1939 
5:35p.m. 

459 

Ed Foley hne Just been tell i ng ue ~bout sending hls 
people over to you -- I suggested 1t, and t hat t his 
idea tha t t his ;>resent leg1sla t 1vo olght hold - ­
l eg1alat1on mi ght be legal aft er twelve o 'clock tonight. 

Yeah. 

tlell , t hat 'a a swell idea. I hope t hat there• a socet hlng 
t o it. 

Well, I've sent for my two caln men and t hey're on their 
way over here now, and I want your mecoranda, and we ' re 
already at ~•orl< on it. 

\•/ell, that' a wonderful ! 

And we 1 11 stay with it and go t 1 t all worl<od out in 
advnnoe. 

Hell does lt have t o - - we ' d hnve to kno>I l t by ...... 

••••. by ten o'clock easily. Ve ought t o know by then . 

Yeah, by ten o ' clock. 

And we oar outsmart these fellows , you know. 

Well , it would be one of the ooarteot t hings 
pulled in a long time . 

t ha t have 

Yeah, we'll stay right with it, Henry . They're on t heir 
way over here now. 

Well, my hunch that they mi ght -- tha t you might be 
useful wasn't so bad, huh? 

~ I h)' 
\/ell , I don't know __ yeah/ it' s t he onl y t hi ng t o do . 

Yeah. 

• 

.. 
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liJ.!Jr: 
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!IHJr: 

H: 

r.J.!Jr: 

... 
!il:Jr: 

} .. .. 
:-ll!Jr: 

r · 
Jt:!Jr: 

.. . 
tn:Jr: 

.. . 
:;:..:Jr: 

!!: 

.. 
't-60 

- 2 -

You know, we ought t o be r lght on the job on a t hln<> 
like th1o. • ... 

;t'ha t 1 a right: . 

And I ' ve go t the cream ot the Department coming over 
here .and we ' ll sit down ver y carefully .. ... . 

Fi no i 
•••.•. and t:ork it out , I hope, auooeaafully. 

You let me know. 

Yo~ bet I will, Henry . 

And •••••• 

\/here '11 you be home? 

11cll I ' m -- either home or a t tho office, and I have a 
\/hi ta House phone fi t home . 

Al l right , Henry. 

But I ' ll be bac k here by eight-thirty or nine, at the 
ot'tioe. 

All right • 

I'm coming ba ck to t he office . 

All r i ght • 

Good bye. 

Good bye. 

.. 
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H:!J r : Hello . 

Operator: l:r. B1t't'le. 

HHJr : Hollo . 

t:.eal1o L. 
Slftle: Hello . 

!!!!Jr: 

B: 

H::Jr: 

D: 

BHt'le? 

Yes, ~!r. Secretary . 

Morgenthau . 

Yes, s lr, Hr. Secretary. 

Juno 30, 1933 
9:35p.m. 

461 

w.:Jr: You ' re running this t hing a little ~~cad or tl~e, aren't 
you? 

B: Yes , t hey agreed to let us have a vote on our llclic!' BHl. 
You got my measagtJ sometime ago? 

Hl.!Jr : 

B: 

:-c:Jr: 

11 : 

~:Jr: 

D: 

l!I !Jr: 

B: 

!!EJr: 

s: 
H!!Jr : 

B: 

·-!-J.!Jr: 

Oh, yes . I appr ecia te tha t. 

And we took up t he confcroncc rcpol't and ~:e 1 re going to 
run a long and see if we can ' t pass i t t onight sometime . 

Uh-huh. 
You knou about a certain letter, C:o you , t ha t 's ... . . . 

Yeah, I ' o sitting here waitinr. . 

Uh-huh . 

It hasn't been signed yet. 

I seo . \~ell .. . . . . 

You menn a n opinion, don ' t you? 

Yea. Uh-huh. 

':lhat? 
Yea , t hnt ' s wha t I have reference t o. 

Did -- did he t alk to B&rkley? 

.. 
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HHJr: 
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HMJr: 
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HMJr: 
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B: 
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B: 
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B: 
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B: 

Hl~Jr: 

B: 

( 
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Yee. 

About -- within t he last, What - - t en or fifteen minutes? 

Within t he last - - last ten ot• fif t een uteo y b -- t'lrt een min-• e s , a out t en minute& ago . 

~/ell , how much does t ha t improve our oho.ncee? 

Vory much, I t hink. 

What? 

Very much. 

They'll run riGht through the n1;;:1t on t lu>.t . 

We 're goi ng to stay all nieht. 

Ub- huh. 

Continue after session. 

1Atta boy I 

~le ' re goi ng to see i t 11e can ' t do somet hing about lt . 

It you run out of liquor up ther~ , l et me know. 

All right , thank you , !!r. Secretary. (L•ugh lngJ.y) 

o. x. 
They've been after ua . 

I aay, they've been otter me all day on 1t. 

On liquor? 

y06 , you know it • o - - they lteop me pret ty wel l run down 
on it, but we 'll take oa.re or tha t anyway. 

Are you serious? 

Yeah. 
Tha nk 
reach 

Oh, yes . liell , t hat ' s oll right o.bout t l:e. t . 
you though Juet the oaco . But I ' ll be able to 
you l ater and tell you whet ' s been going on? 

• 

... 
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i!l!Jr: Sure I 

B: 

mrJr: 

B: 

All right . Floe ! 

0. K. 

Good bye . 

463 
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June 30, 1339 4 64 
9: 39 p .a . 

Out s i de 
Operator: Hello . 

Ed 
Foley: 

0 : 

F: 

0 : 

Edward G. 

Hello . 

l·lr. Foley: 

Yeah . 

Hr . Kerl)> cal11n:; you f roM t he Attorney Generlll. • s 
quarters . There you are :·!r . Kemp. 

Kem:»: l'.r . Fole t1 

F: Yea, J.lr . Kem:;> . 

K: 

F: 

K: 

F: 

K: 

F: 

K: 

F: 

K: 

F: 

K: 

F: 

K:_..., 

Oh, yea . I Just wanted t o t ell you t he At torney General 
baa signed tha t op!nlon and hc ' o on hi e way over to t he 
~~ite House with l t now. 

Oh, I -- he ' s go i ng over t o the lnlite House? 

Yes . 

I see . 

I thought you ' d l<e.nt t o know t hll t. 

Yes, I ' m very g l ad. I t houant ho wac oomlng t o t he 
Secretary's office and t he Secre t ary would co with hio 
to the V~1 te House . 

Well • •.... 

He ' 1 gone directly over t o t he Whlte Houoe~ 

Yes , I understand he's gone direc tly t o t he l~ite Houee. 
l!r . Bell Just brought t he opinion 1n and he s i ene<i 1 t 
and went righ t on over t here . 

All right. 

Hey, wait a minute . 

Yeah. 

(Aside: !U' . Foley t houc;ll t ho wso coming over fi r st end 
then going with t he Secretar y of t he Tr easury , but he 
is going directly t o t ho \i}l1te House! Eomeone &D'"ers : 
Y•oll, tll " t 1 cculdn1 t say . ) 

• 

.. 
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!( : 

F: 

K: 

F: 

K: 

F: 

!( : 

F: 

K: 

F' : 

K: 

F: 

1( : 

F: 

( 

.• 

- 2 - H>~ 

Well, nov we're not so posit1ve. He lett her e ..... 

" ell , t hose wer e ths arrange.,ent a . •... . 

•••.• t hat' s all. 

I had ar ranged with t he Attorney General t hat he' d oomo 
t o t he Beoretar y ' a ot 1'1oe and t ho t i<O of t hee would olO 
toget her to t he \'/bi t s House . 

I t ell you, he j ust went out with Joe !Aulc~hy • A n4 I - ­
he didn 1 t say a t hing to me about goi ng t o t he Seore t n •y• • 
ott1oe end I wouldn ' t wait too lonl{ . I thiru~ per hap s 
you' ll f 1nd t ha t he ' s goi ng directly to the Wh i t e House. 

Fi ne I 

He l e tt here abou t four o1nutoa a go. 

~ank you very much. 

All right . 

Hello . 

~!r. -- Mr. Bell thought i t might be a good t hi ng t ot· t he 
Secre t ary t o go over to t ho \lh i to House ancl t he n 1f the 
General should come i n he oould foll ott hi m. 

Wel l , I ' ll speak t o t he Seor e t ar y about t hat . 

Yea . All r i ght. 

Thank you very ouch . 

You ' r e ver y welcooe . 

Good bye. 

• 

.. 
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