TREASURY DEPARTMENT
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INTER OFFICE COMMUNICATION

Ootober 9, 1939

7o Secretary Morgenthau
rrow  BAward H. TFoley, Jr.
For your Infornation and Confidential
‘ow days prior to September 28, 1939, Sf

‘o Department
sdrised v R e s meiilities nmm m)m-m.
d arrenged 8 ver plene Vo fhe Tnited 0d

end &
-pnruuy xperimental purpos
9. 5. Birts, | iz Aitache of tho Bristen mmy. “The phnl
0 by ¢
s

Group Captatn

he Army, which had made a similer arrangement with e Brtston
‘the Bell Fighter, our fastest war plane.

the outbresk of Dostilities the Ay oansslled its ar-
emeuts SEsh oo Betbieh entborts Through {nadrertence he
Brivish abiment was ot oanoelied i plene was lade
valoh left Livergool Septenber 20, 1959,
Tox the Dutted Statess - The RSN DSURTES sovencs 4t sosiees
Septembor 25, 1939, but vee uable to asd ihe plane. The AMKRIGAN
TMPORTER reec]

orat he
Appraiser's Stores on general order. The orate containing the rest of
the plane is now on the dock of the United States Lines. It is planned
%0 place 16 shls afternoon in o Governasnt bonded warehouse or in the

1

export 2
return to Englend since the carriage of the plane is for-
Diden by Sestica & of Shy present NovtediTey ot

Ve mere atvisad o Ootober 6 by o Sl Toms et dueplan.

of placing the plene in bonded approval.
SRVl ofiats DlYerVic iR vitn m om-r
GF Biatf, 44 wa fol3 the Tressury should be informed that &

Gimn A1bety TRl the Ereditas, Wi siexrda Vi impmelavioe 4b WBALy
anger

s partio: rous shat Gaptain Pirte be gut to
psaes 44 (e ek bae) labe S ha must errengement was made for the
Deaefis of the Aray. T felieve thut we Shall e ebis o Mmdie the
matter without charge.

original plan wes to store the plane at the Army
base in Brooklyn, but the Army would not acsept delivery becauss of the
angors involved.

Exw L.
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it yesterday, to maintain the pound he seemed quite Shooked

and tnie infarmation started him off on @ long conversation
as follows: (statement attached)

Bullitt told him last night that the English and French
air forces were even worse the people admitted; that
Germany 15 producing 40 planes a day o a month; that the
very best that end France could look forward to would

to have England pro 1t onth

oduce. a
or a total of 600 or just half of the production of Germany.
Therefore, England and France were going to esta blish three
points in’Canada, They are going to manufacture airplan
mass praducuun in Montreal across the border from iagara Falls
and opposite Detrolt; that we, the Treasury, would have to study
Some way of helping them finance

The President said"as to our policy the way things ar
going we do not know when the United States will be challengsd,
land

and our air force is not in any better shape than
France. Therefore, we must look forward to doing Something

keep up with

The President sald, "I have not told this to another
1iving soul. I have not even mentioned it to Bill Bullitt.
c
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Seid, Mie will have a tax to be known as a National Defense Tex
o raise two billion dollars and nobody cen kick." He said, "I
want you to think about what kind of a tax 1t should be." nk
the President has a magnificient idea and I am most e,m;“n“uc_
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1 ssid, mir. President, I bave s companionate plece for
this, Since the Munich Conference, I have worked out a financial
Noneoe Decteine whtoh T hape will be called Che Roosevel:
Doctrine, and ts plamned to make your "ood Neighbor Policy

3 would 't with y
e, urloss the appoint-

Tuesday." He sald he would be gl
ToaE'eTih Hemvart Tenmma should iacerfers

What the President 814 yesterday in telling Aubrey | quums
that he had to live within the present appropristion unt:
first of March,plus what he told me to d re
reassure me,as to the President's nfirioiite thinking powe
than anything that has happened since I went thru the faltle wien
hin 1ast March on his so-called Recovery Legislation.

The President said, "I will give you a tax program that
will take care of your government bonds." . He said this to me
after I said to him, "You know, Mr. President, you keep telling
me that government bonds are mo bigh. You ought to be very mich
pleased that they are as high as they are - and just because the
Bomey has been Taised 30 easily people do not apprectate what T
have gone i
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Ootober 10,
October 11,
Ostober 12,
Octover 13,

€

TREASURY DEPARTMENT 0353
INTER OFFICE COMMUNICATION
oare. October 13, 1938
Secretary Morgenthau

e 8. il

A. lochhesd
SALES OF DOLLARS IN SUPPORT OF POUND STERLING
Ootober 10, 1938 to Octoder 13, 1938 inclusive

British Fusd Americen Fund  Pousd i

1938 4 20,500,000 43,100,000 $ 4.75-3/% = § W.78-3/8

1938 15,000,000 oy B5-1/ - 76-1/4

1938 21,500,000 ~0- B.u5/8 - W.TH3/M

1938 60,000,000 3,200,000 B3 - WA/

$117,000,000 46,300,000
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(Do not lmow exact date)
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M T7, oxlled Grace TiLy and ends o, triple
oumnn We have Ehale ‘on Ml s
PR e

‘talk ‘tewn that he

Ve know mow ma
about
turned it over to the
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October 28, 1939

The President told HM,Jr today that he did not
fosl gs well about conditions this week as he did last




November 21, 1939

Lunch with the President.

During my dlaoussion with the Prasident at
the

me
hin that we had been going into the whole mtter

that we had Jim Lendis going over it and I wented to
bring in two other people and what did he e

Dean Lloyd Garrison of Wisconsin. He said "Excellent."
I said I was 8lso going to bring in Eddie Greenbaum.

well, when would I make up my mind on

ought, 1t was sufficlently important for him to look
ot the brief end soe the People who wers advising B

said he
then he said, in a rather faroeful way,
Ly o the circumstances in connection with the
opening of the Bank of ica." He , "Tha:
crool ocker crowd tried to keep the B

opentug through srooked meens. id nothing.
aid, "Well, in 1934, they appointed a fellow
Prosident of the Felsstl Reegrva who oved Giennini
Olzeooeooandwe hed to get rid of him.

had quite @ diffioult time with the Fresidemt
over gsvting Sim to sgres vo My 401ng ome. $500;000;000
now money finanoing nexs week. Ho Kaew that ouf bai-
ences were §1,400,000,000. He said ttat Johnnie Hanes
t0ld him that it was not neceasary to do eny finencing
at this time.

I sald, "Well, Mr. President, in 1936 I built up
our balences for you'so tnat in July on_through eleotion
we 4id not have to do eny finanoing." I said, "Without
tryiug to be imodest, I'have had considerebls sucosse.

reoommend : leive my balences up where they a
and_then mnybs ltrs 1ot the thing run off gradually
next summer." , why couldn't I do all bills?"
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1 said, "Because I went to keep them far a rainy day."
then told me that one stook exchange house in New
York ‘sats thas begluning in January business was going
to'be bed and that Mr. Peroy folmson, formar mead of
The Chemicals, was in and told him the next two yeers
ould be wonderful, and it I did Some new money Finen-
cing now would it hurt tusiness? (How it could hurt
business I don't know, but I essured him it would not.)

2o A et conli Ly asnes Wnite gave me
some talk Task naGhe about tholr using silver Goreifi-
't

national debt limit and I told Herry White, last ni

that T was siok and tired of ell of this monkey business.

Ee eaid, wWell; it jou ocall it monkey business, that demn

1t.m I said, "Why doesn't your friend Currie think

of how permAnuntl.y to solve unemployment and things of

that kind rather than trying to tinker with the currency.”
I aid, "I am certainly not going to be part or el

of it for the last ye e Treasury."
"Ie I T T G e ) e et o
situation,” I said, "I would be in a pretty kettle of

fish because the railreads tave had es big en inorease

iz freignt as auybody foregast end they lave been en-
ely abl Tare of themselves 'without sny

botiloneoks, bhocking them: end heve Tepaired their old

gers and built suffiolent new cars without eny help from

the Government, which is just mo%  Spposite from wal

Lauch Currie prophesied"-- plus Wh

The President then started to jump on Johnnie

oriticized Eccles -- 80 I got over to the President my
Gomversabion with Eeoids just befors T left. T asked
Eocles if he had anything end he did not tell me emd I
saild "Ecoles has no business to be talking about taxes
any more then T peve to be Lalking CE O S
And T said, "Further told Henss and me no :
R R But itts all tient for Zooles to

sheed.” 'Bo the President sald, tell, those Tules Fst

apply to you and me." I said, "I know. That's tl
trouble. And, mrthemcre, I W11 1tve upito Hiose
rules es long as I em with that pleased him

Tery mon.  But he said, "That Lt e my
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criuohm of Johnnie i, Well, you know
story about little Av.usray, thm. {wo Wongs' do
ke Wton, snd he sadd

I don't went to give the impression that our
Lunch wes uet frienaly.” It was very friendly snd he
was in very goal humor and ssked me partloularly how
Honzy wes gotting along out West and "I told him, but

He then gave me nm | docummi by Randolph Paul,
who evidently was ssked by the President to prepens
study on texation end, to my emazonent, the President
knows that he is Johnnie Hanes' person
And he then said, "You know Bob mnunsy ot o1vi euro-
neutics.” o 1s." He said, "Well,
his brother is oi1etor of Intoraay Rovonus at'salt Like
and has sumoned him to Wasnington beosuse e
Soliolted contributions.” He said, " t mind 1f
you fire hin if e is guilty, but dontt et 15 811 got
arehand.” And he said, "Look into

it," whioh T will s
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November 30, 1939

Lunch with the President.

e President agked me how my bond issue went
e ole hin very pell and he seered satisfied, T

the 1tua-
ion’ata not "break on Tuesdayt.

T spoke to hin about the troubles we wers having
with the Se1f-Heip Co-ops and gave hin the memorandum,

said, "I understand that your costs are m.gh.
I aata, VT, but we don n't believe in laying off
people because they happen to be unskilled or R mumbs,
Db uee we-focd that 18 tha jeoxt ot people we should
reach." He said, "I ag

told him that Bell had been golloving the oourse
i

Golumbia coste are for a wiite person wio is on WA
a year." He said, "When I have those figures, I wil
take the matter up BT

Ho gatd, 'Honry Wallace never missss o ghange to
Xnook the Self-Helps, but I know why.® I said, 'I know
that way down deep, Wellaoe wag " opposed to iy coeperstive
novements. ! e President said, "I know. One o

lace's real formg 16 aseinst cordoration farming and oo1-
lective farming."

Then told hin the story about Puryls and BULLLGE
and he told me that he written Bullitt a letter



only yesterdsy that they had been ready to do some-
thing in regard to aluminum, but they Touia ot find
the Frenchnan with vhom they were supposed to work.

1 then told him why I wante Dean Acheson.
The President sald, unhesitatingly, that he would be
fine. He read my memorandum very carefully in re-
gard to what we proposed to do. I said, "If we agree
u

three times and, of oourge, what he hag in mind 1
personally, does not vant o"he aragped into the Tning
or having opened 1t.

o ne satd, "Haye you inforned the Attorney Gon-
eral avout this?"’and I said, "No, boause it is n

eral about Hel T T tdont dabd, "1 fon's kagw,
1a"Shore any griatnal angle vo trieland,} satd, W6,
there is not.' He Wmat ebout SECT" I satd

He said, "Finel" He said, "Don't you think you ough
%o tell the Attorney General about 137" and I assa "No.
It's not necessary.  It's none of his busines: The

Fresidont said, 45, X% ‘He said, "But be umrutul that
1f you do get r1d of the Clanninis that they don't put
Somebody in who wants to get control and who represents
the old Crocker crowd." (Now, what Se maane By that,

I don't know."

I sald, 'Well, we have a new wrinkle in nind.

Heretofore any contract made with a bank under reor-
ganization, it has alvays been Sipulated that the RFC
through Jesse Jones should pick the Directors. ro-

acoeptable g yol ¥ T eald, "you need not have any
fear about™tfle ulnmce control of this bank will go to,
in case we have to make a change." He eaid, "That's O.K."

[P —

a



I then told him what we had done about turning
down the Navy on their 60% rate on Congolidated flying
‘boats and that I proposed, from now on, to make all of
our closing agreements publlc. He thought that

fine. I sald, "That will keep the Republicans, 111{0
the Senator n‘om New Hampshire, from oriticizing us."

I asked if he agreed with Alsop and Kinter to
let them havé the stuff through September and he said
he d1d not know; that I should ask Steve Early.

aid, "ir. President, you most likely know that
poor lict]e Coast Guazd has had o tdke over the ent ire

happent? T anid, WAbout a month ago.® He said, 'I
thought the Goast Guard 1iked the Gola, They alveys
g0 up to Alaska in the summertime." I said, Y awelt the
Teagt that you could do for us is to give us four long
distance flying boats to help out." He said, "Well,

said, "The Navy is opposed to this." He said, "Well,
you send me over the memorandum,"

e President said, "You saw in the pregs what I
catd about additional taxés." . And he said, "I am hav-
ing a lot of fun seeinz them yap on both sides."

t0ld him Paul vas over here working and we
hoped o get for the President, shortly, what Paul's
yarious suggestions yould o r what we would gain
by them. He said, "Fine!

ound the President a 1ittle bit on edge, al-
though oo very nice with

500-000 5
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November 30th, 1939
(Afterthought, dictated December 4.)

my Thurs lunch with the sident, he wanted
) to uum m‘r?’ dollar plus the :a fine and then
e Annenberg

' and sald t Cabinet, Sl‘l'lM goi
0 me to me abinef was ng
%o send loe Annenberg 5o Jail. P




Cabinet, December 1, 1939
(Dictated Dec. 4, 1939)

The mnune told me at Cabinet to try to find
W up prinoipal

y was
o uppiios needsd by France or ‘Eng1and and;
S ore Tk see what we oan a0 to stop 18-




Decenber 4, 19%
2145 pn
(After return from White House lunch)

e Klotz

Dr. White, for latter part of meeting
after the above had left the Sec-
retary's office

_xtg‘.m The President of the United States saye
he wants, tomo; rence to

8 confe:

that

the al nar , when

cepts the uhnck oF She Finns, he understant

Thave to do. he Prenaan or T Uhisen

gotng to ety Peot Tttle you (betl) *
it this jown 1n a speotal thing, b o

] % stands oeiicley *1350 all by 158011, 6o that

he can’ say, meets, he 1s goi:

Gongross ¥6 Take ohig Tastre Line which says -- how
mich money? Quarterly payment

Mr. Bell: Oxeo 000 or something like that.

£oing to ask Corgress to donate &

%o the Fiamian Rea s Erou orsomething Now

he gaid, Tell me how t6 do Ae T astd I wedid . hare » Sme-
g over in his hande fontgut.. - doxt-ye! 0d-bye!

(Waving good-bye to the grou

Yr. Duffield: I thought you looked awfully pleased
walking back from the White House!

Mr. Bell: Wait a minute!
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Mr. Cochran: He has a question.

Well, as long as he's going to resom-
not g0 at it 15a Stratgns
don of an equivalent
He has no suthor-
Ring ¥o ooula de weusd b
to'nola"st in Suspense for'a porleﬂ until such time ....

HMJr: Can you do that?

"E'ﬁ' Bell: Suppose we can. SI\pD sed to
r ney Yo

ve: ronhu:h into the Tr Suppose
80'daye night

¥ 3
na 1555 Gamgre
nmon, “ask or an
smount, It 8008 u-:o e tros
ity t t 4

HU,Jr: And what would happen 1f you held it in
susperise for 60 days legally?

X gu: o0 nothiing. e Comptroller ﬂunerll
might 82y "Where 1s tm- receipt you
been holding ont o bet

HM,Jr: What would you tell him?

ponge, MEt-Belll  Just tell him we are holding 1t in sus-

Jr: he wants 1s some kind of a auta\unt
he can t to tha press whiuh will be in the f of
lnltﬂlukionl to I would get -omthlrs over
tonight, T an telitng yos (Goumere)To you can tell

11's office what we are doing. It's foreign

affairg
3 : You want a draft letter that the Pres-
dent ‘can sign to you.

I don't think 1t necessarily has
bo rorimtis’ g0t I press releage that he will sex e
Seoretary of the Treasury to hold this in suspen

¥r. Foley: Until he can make appropriate recom-
mendatTons,

nigadzt Inasmioh as ho will recomnend. to Congr
annual message, that this amount be donated to
the nnnuh Red Cross.
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Mep Belll Tinnish Red Cross is what you want to
put xn‘Gﬁh.‘t'}v emen

HMJr: I hope that, 't know what else the
ocountry donates 1t to. Ocrtuinly not munitions.

Mo, Klots:
Just to0 funy. = ALl aiffe

Mr. Bell: I would like to give them a ocouple of
subnarTnes.

of the four of you is

HLJIr: Ten't there a Finnish Rea Cross?
Mr. Cochran: They are solioiting funds.

Hudr: I would say Finnish Red Cross. FPix that
up and’ me see 1t about 4115.

Mr. Bell: Want to say “relief® or more broader
mw.d“t‘%ﬂnnnn Red Cros.

Mr.Cochran: "Rehabilitation of Finland".

Joi I thirk Fianieh  Red Oross would be the
best thing. Did Ritter ask for funds in his appeal?

Mr. Goohran: in his appeal for Ihd Cross he
asked Zor medToal mpnu and things of that

HUJr: Do you need a lawyer on that?

Mr. Foley: Certainly not! Certainly not!

Mr. Bell: If you want it done Jou kad bevter leave
him ou’ n sure’ 185 1llegal, but o

¥r. Foley: If he wants some help we will be glad
to give TH oo

Jr: While you are out there dictate a letter
of tran _h'Em. for me to give o the rosident because

to leave here at 4:30. have a sick boy at home.

¥r. Bell: You don't care whether that money 1
paid in Washington or New York? = Have an idea ths Finns

sy
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have mds arragenents for the National Gity to pay 1t
over to Federal in the ui

Bidn Yayve we vl vant o sevesdnr. Maybe
the President wants to receive it and make a gesture.
What do they pay it on?

Jeo Bolls The 15th. I think the thing to do on
this thing 1s, Gene, when he has fixed it up, I think

1k 1t over to Steve n what
the Frenident bes in mind; give it fo Bheve to give to
President as long as oss man,

& the pres: say
Hewor this would the P eiont wng S0 Tessive thy cheok

and make a little speech or does he -u\: me to receive it
"%nink 1% Dan has it right after conference, I will
Lock at 1%, give 1% %o Gene and Gone Wil walk it over to
teve.

: The group left the office and then Dr. Wnite came
in.

sene

Present:
rs
Mrs. Klotz

HM,Jr: When I got through with the President -- this
1a going to e anculdys bard to explain because I don't un-
Tknow 16, that Sumnor. Nelles pre-
feke Tha Luneh with the Presttent
it was a qumn- of two and Shiey announge tha
n the outsids ame in and we had abou
2 and tho Ereaident oross-exeatned nin on his
ole conference thing, and .wut ‘the
agenda and sort of establiahing the fact i oryt]
they had done up to now was kosher, and 8o B eeviof -t.rna
and went througn the whole rigamercle and I made him say
were on

Whan Berle walked in, I asked the President if it was
nice to high-pre after lunch, All they tried to

-
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got at was whether they should do it on a unilateral
Dasis, country to country, or all the countries together.
ould

You oou: the President wanted something done. Berle
what they were going to do. sa1d
"r. Pre mon: 46 you went & super—super Foderal Ressrver®
"No."

this out of the conference, they don't -- what-
ﬂo in the future, out of this We: 1159—!&1‘1

xohange; that they should be made
in each country, The Presi-
1£0; obthvy -n:\ think 1t's

m, 8a1d, o
oo Tianer Tndex and have. that ind o' oalar.t - The Bres-
ident said that, Berle admitted that they did not have any-
thing yet, but that this was terribly important and we had

Yo Pave' sinetning - T an vagus because They were vague.
When I gos outaian o Berle, "Let's understand,
each other. 4 the Prumont ngru o anything in there.

"No.
"Did you make any recommendation to him?*
"No, "

IMow, Berle, you know that T have been working on South
Anerica for three or four years, Up %o now, any time I
g 1 a, Tror
Sovon years we have given them lip servic t to do
Sonothing, bus this ie Welles' and your show and Just in
order to &o sonsthing after geven years you vantto do
tatng o econouioalsy ungoundst - He said, +T cerbain
oare. 110 ta1de i dont s know whether 13 ie oF no
$have not seen the questions. 'But i1t locks 1ike, After
that wi’

on! anything that's un
1850 Fina st will hol hold vate:; then we san kind o
wo%ton the whole thing dowh to make 1t seem very unimportant.®



"It geems to me," I gald, 'very unfortunate that
after all this time that it nas to teke a financlal

route and then fall flat le11, of course, he said,
he had to keep his Committee going.

He said he did not know that he was going to be
galled.  He vas out at lunch and he was sent  for and
Y

w much_surprs . or
y et Do trie. Bt phat

may or may not make sen:
i getting worried.

ughly wha xu
o you, but aercnnly Wolles

gather the situation is this: that
LiRta Sosavas ho doss mot. Shink that there
‘tha

strongly -- they have got to come out with something
2na 1% They dontt oome out with this, there ie very 1nu1c
elge that they can come out for that will be importan

met this morning. I said we would have a seri

of qunuonn for him, My suggestion. He d1d not ask us

to e 1 616 hin T vag tied up and could do 1t all

Tight by this arternoon. "I said would four o' olock be
1 right and he said yes.

HM,Jr: He tried to sort of make it look like he was
waiting on us, which was ridiculous, Then he tried to go

48 your vepresentative so greatly that I feel that he should

presenting him on that Committee and Mr. Berle
b Perfoctly adequate-and a1l right and we will give him all
the support .

Dr. White: Yes, we can work all right on the outside.
HUp I Sust wated to et you Xknow the kind of a
dtzsy mesting

White: . The reason why it's dizzy, they haven't
8ot .n‘yT-‘ﬂ‘n‘R- ‘plan and they are getting franctic and Welles'
rogran may be by what they
e with, but if they can come out with a Barx 1t sounds
1like a lot to'a layman.
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Jr: It wasn't very nice, but that's the way
vor20s R,

peeMuite: Weli, we are giving him gone ve:
cellent que; ugge stione which will give

an opportunity ve stalis

(Dr. White left)
000-000

10ad a chance to explain to the President thnt
5 waslua all day Saturday on the Bark of America
him,

happcmﬂ and T ngnin 8ot a e

Pre dont read Bell's memorandum n, the Dusgst
4, Wy 1e Bell eo pessinis TioTt 1 sal
ntgtic than anybods connected e

e hin an outline of Iz-sy & memorandum on MoNutt
et wis very maah inter
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December 6, 1939

The President g
finanoing.

me an 0. K. to go ahead on the

the President Blough's analysis on
raiss 0!53 ooo ooo .M du g::f hinm Blough's ml:-h




Deosmder 1, 1939.

Mr, Hanes

in the memoranda have
Department

iring the Jast slguteen monthe:

'

Guartsy aha 1uw to acln temble o any excess of the
rincipal sum of ingurance installments above the
incipal sum oF the 1t famranss wilw ot the

Rineor the Tarured's

datderise ke ernrre and the Board of Tax Appeals to

) zes iudisate in meritorious tax

Inpose income taxes on stock dividends herstofors
considered to be nontaxable.

Batablish & conclusive ym-m.:a- that gifts mads
after the dsoedent Teaches sixty years of age are
made in contemplation of death.

(s) Rlininate the tax on intercorporate dividends
where stock ownership gives mo control.

(v lu!tn the tax on intercorporate uylnnll in
s of inexcussbly complicated corporst
ractares

Yo plan for an excess profits tax has been prepared
in moh detadl as that presented by kr. Teul, although
the general prodlem has been considersd.

A setive considararion A e Treamsy



1,

EB: fub

121937, 193, or both yeara-

1.

Rininate the debustisn for sssiusins sosealty
Losees or restriet them w o fized peressiass o

ETast i, or ST T e Dt ves
b

Lintt the allowance for the dsduction of interest
noninterest borrowings to $500.

Limit the allowsnce for the dedustion
AL bibes 5o $1000 1n the sase of sneh

¢ nonbusine
obo:

Lints the allowance for the dedusti
nonbusiness property to taxes on small

2 taxes on
homes

& dedustion of perhaps $100 & year for medical
aat expenses.

Linit the deduction for payments by the employees to
pension trusts to perhsps for any one employes.

Limit exewpt building and loan associations to those
of & gomuine cooperative character primarily related
to finaneing home ownership.

fex enrestdant sliens and foreln eorperations wen
{nsome-frun souress vithia Ak Ueited Mates Ln gueh

hat 4 no disorimination in
Provide that all tax suite and procesdings shall de
Vrought against the United Maves Siiatieitag ke
highly artificial distinetion detween sulf
the United Stat

1ring
‘the Gomntsstoner and the Gellestor.
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Deoeader b, 1939
e, Hanes
e, Mough
Subject:  Toasible nethod of raising 9500,000,000 sddittenal revemus.

hml.iuml“lm-‘“mmmmm
Tevenue fron increases in \he personal inceme suriaxes, ”
‘m.m.m'_wh‘.lﬂn’.l‘mm.
o achadulen are Torsal astinstes have ot et
Yo -u--—:u-mm-nu-—uumum- Wiat these
“chedules would ratse approximately $he indieated amouate,

T. arssned Income Surtases

m.nww-ul—mu-nu--r—im
sre shown 1 the folloving Sabler




taxes under the present rates md under the saggested rate
shown 1n the folloving tabler

Total estate tax
Suggeetod rates
1,800
5.
21,000
54,500
182,000
1000
5,547,000

983888
"

Hll-

prosent scale in the estate drackets

It 1o assumed that the gift tax rates vill be incrossed to three-fourthe

the proposed sstate tax rates.

Thers have Yeen 1o inersases of the

] svowe 16,000,000,

revemue yield.
Drtud

a3y
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is-uuuuu.-a-p-ubn-u-o: -
sasadaadisatbialiditddiddd me

Decesber ¥, 19%9.

‘Treasusy Dopartesat, Division of Tax Researsh.

(This schedule to aseospany memorandum of Desesder U, 1939.)

7,3
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tl
3

T T
1 Bt 3
epecifie exsmption ¢ rate ' fotal tax
(1n thousands ' peresnt '
of dallare) s .
- 3 » s
s- ¥ ] =
3 3 : 8
= 3!
- 0
B @ i
© 80 200
100 000
00- 1% ;:-
= o0
gz i
50 - 1,000 May,00
B8 =
o0 - 4,000 1,987,000
000 - o0 1000
000 - 6,000 3,067,000
000 - 7,000 e
7,000 - 8,000 267,000
8,000 - 9,000 »,897,000
9,000 ~ 10,000 5,547,000
10,000 - 20,000 000
20,000 - 50,000 32,947,000
50,000, w -

1/ 18 10 assumed that present gift fax Fates vill Ve incressed o thres
fourths \he proposed estate tax Tates.

(Thie sehodule to aceompany nesorandus of Decwsber ¥, 1939.)

1s1ep
12/4/39
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Setate Tax Tate Sehedule
(Rovemse Aot of 1932 se amsnded 1a 1935)

(Bollars 1n thewsands)

wene
33

SR

Sreasury Departeent, Divicion of Tax Research, December B, 193).

A



Compartsen of a4 suggeeted rates of
incose tax

s 20 - &
6,000 w 6 1% 208
10,000 9 u 34 w2
20,000 5 L 1. .3
30,000 P % w3 9
50,000 n 5 2 326
100,000 L] L 320 WA
290,000 % (3 RN 21
500,000 ” LIS A 2
1,000,000 " £ 3 1. 6.2

i
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Im—:—m
onepAien | rresemt | Suggested |Present, Sugsested
s 2,00 3 o 168 238

6,000 s s 3.6 w6
10,000 10 » 5.6 1.0
moo N 32 9.2 w6
30,000 23 s 13.0 2.6
50,000 n Y 1.7 35.0
wo00 L U8
o0 6 6 s 512
500,000 ™ 172 6.0 6.7
1,000,000 % 7 68.0 69.%



December 6, 1939

Jr epoke to the President on the phone at thre
n'eleuk and the following is & e b
tior

HM,Jr: I had a very successful lunch with my
friend on molybdenum, It so happens that their contract
expires this year with the Amtorg and ch-y are having
their Board of Direotors meeting on Friday and he 1s going
£0 take it up and recommend thag they do. not gell any more.
My friond thinks that if he does 1% far Ru t the:
ought to do it for Japan as well. 5 1 a1 no: . mat Yo
Tecommend that they go ahead without cunung to

President: Ihie falls in line with Rull!
proclastion os. seth ny boubers 30 Japan.

moral_e;
as & stooknolder, would be willing to Zorego his d dividonds
if his company would stop selling molybdenum 1a.

President: That is very interesting. That is grand!

Lo I told hin shat we would do everything pos-
sible To'get England and France and ourselves to buy an
he sald that he would do it, irrespective.

President: You are going to take it up with Purvie?

HLJIr: T will.

(Harold Hochschild was the gentlemen whom the Secretary
had for luncheon today.)



Decenber 9, 1089, 0387

At Cabinet I brought up the question of the Treasury's
responsibility in enforcing the Neutrallity Act and said that
3

us into war
decide, but if the decision which you think might
get al . He left
the distinct feeling that h t to make decisions which
et us int: s terribly disappointed and evidently

showed 1t, because Tarley was the only one who came to my resou

Se1d,” vEou know, Mr. President, Henry is being serious about
thts® ind I vepiica, "¥es, T know the President Ls kidding,

am in dead earnestm.

thing thet frightens me so is that eridently Berle,
in bis Femsrke b 0 Csims, reflscts the dent, I s

*In every step that we. ake takine, i P nave backed
me upt. * The President *Se1d, nls Fr doing 1t
WeiSingn and T seidy nYest, 4nd his Teply was, "Frank, that is
Terribiens
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December 12, 1939

X'd John L. Sullivan
ioner of Internal Revenue,

President b

The
now Assistant to the
Assistant Secretary.

X3
dent told HM,Jr to get two good men
te‘onml.w under Edison to watoh the Navy con-
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This 1s what Bell was to be permitted to read in your office.

ot

L

l .
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ember 12, 1939

5 pm

Gaston
. Foley
Dr. Haag

Klotz y
Dan Bell (for latter part of the meeting)

Jr: Gentlemen, if you will sit s 1

otng to do something a iittls differently u e
Sver done it before, and this is extra Contidential
And the burden falls on me, st you to think
about 1t and all of you keep your mouth shut and @on't
talk to anybody except as you talk to each other.

Tide 4s et lunch with the President, T am
Ban un'c here, but you san 1ot hin resd the transoript

1L ghve the ensy Shing fivel, but not tha
thing et about.  The 't got on gold
Snalhe said e wanbed me tq Salk pivi Jos Eonnody and

ney Baruoh, Baruch taking the attitude 'teke all the
go1d you want'and don't worey aboat it and there il

wo 5 u po-
sition that our market can absorb them.  (And also,

make a note that Baruch was there Sunday and he wants
me to see Kennedy and Baruch, but he will have to come
0 see me and ask for the appointment.)

%014 him what had happensd on this matter and
I oata 1 vas going to tell Pinsent that I was very much



only he 5y
gestion no l-nn-ay that they call 1 e o

mebody 1ike Gerard Swope and have a PPan Amexsoan
um—pomuan that would buy $1,000,000 worth our-
Lxies and gell then to ! Horth and South America, saying
‘the bought fron the Brifish to

win the ware. ponly. — And th
interestod in helping Demooracy should

this investment trust, he said, which would be much
better than most investment trusts, and run very eco-
nomically, and so forth and so on.

people
in

That giv.s you how he is thinking and I told
ng in the Treasury a series of
In anewer to this gold pusinees, wiv I felt
that 1t e  thing o take gold from & country that
had nothin s, We could do that, but
1t would look vory uuy 12 we continued to taks gold
fron England who had something else ©0 sell us and
Jul oould | MoR eV ihmseTanil beks: 105, ant e Fhanidpnt
> "o agreed with us’in thinking, but
he's tmnung hot in Serms of R, F. Go. . He 4oss not
Tant to §0,i8alnst the Jounson Act. But some private
corporation, I am not arguing about that and it's not
for the moment as important.

Now, this is the part., I am golng to ery, for.
gnoe in my 1ife, %o handle this thing in shall
I say 1t -- detached fanior as I oas, ot ion r

dotashed abous 1%, I want ve make s aauumntuy story --

Tost of this will fall on Hass and Bell.

n the firet place, the President said, eI nave
e ) figures on the ‘Bulget.® That's nimber ons.
He said, "I am thinking,
§2,800,600,000 detiosts s
he’wants 1% to be. 8o hi

ur-
ing) 1s no resson Wy we ahould not searrange tnem and
what age to Congress is that on
July 1, 1941 the llati.onal. debt will be le; n it is
on January 1

80 I said, "And that means that you have got to
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£1na $4,600,000,000." If you ladies don't mind my
using nh ex‘ut ’language of the President, he saye
"When t Administration moved out, l lrdl

gy 1-n o $125,000,000 in the Tre |ux~y ’
hey are going to be the same kind of Soiiows. that
-ucc-aa ug there is no reason why we should leave any
1t is our kind of fellows, we will leave
Shen s 115tle moress

What?  Another $100,000,0007

He said, "Now, that gives us about $1,000,000, Dcu.
‘Then he said, *You get about -nmm‘ $1,500,000,600 o
silver certificat ‘mhatts §2,500,000,000, and
r stabilization Fund 1,

000,000,000 out of
500,000,000, Sonshow o other h t up
Tiione: . Mast have had 13 billtons out of O Benoral
Fund; 13 billions, eliver contificeves, thavis thres
billions, and 1 biilion out of Stabilization is 4 billione.

80 I sald, "Wnat are you figuring on the revenuet®
"6 billion 6 00 million."

S0 I 41d not tell him that that is a billion
higher than your figure, isn't it George? 8o I said,
"I don't think 1t's going to be anything like thaf

11," he said, "not_only do not any two depart- (
ments agree, "but no two peepl- in 4 Jeome  Department \
agree and,”'he said, *Bar can hire )
all these oxpu-z- from 05 050 50 012 oon und u they were

a0 amart as ho was they would be as Fich as he. He Listens

to them all and then goes into a huddle with B. M.

ST kst aAr borany Reteanel tho Podkitenkina aound

same thing,
ichu 18 where I think

70. billi Snoome you would get & 7 billion return;
would get $8 billions on the presen

income tax b:n, -na $90 billions, over $10 billions.

I am correot, we have never figured it on mational in-

o AEEan; Es asked 1n the last Bulget message
gure something like that, We caloulated and
guvu “hin'a Tigure with footnotes and of course the




Budget Bureau took off the footnotes, but in
last Budget message there s & table smsﬂung Tixe
that know 1t's in the message.

Jr: 1 eaid, 'ell, Mr. President, I don't
Xnow whal will show, but 1 will give you'my esti-
Bates for the last five on six years, whsvever they

campalgn issue as between finanoial sanity and ﬂn.nehl
something else, which they haven't got an all ti

Dewey has to do 1s go out and campaign on honest FrdlD
koaping. And 1t doesn't accomplish anything!

ieit isn't any smaller! 8 got in min us
the 2 buuon 8 figure for over a month and he's trying
to make a 40 inch uut 80 into a 28 inch corset, but
when he got. through there i seiil the 40 inch walst.
Tt may be a1stributed differently.

I don’t know | vho he bes beon talking to and the
unfortunate thing ‘ain all of this is confidential --
Bll nnd X fﬂel th.l HArolﬂ Smith Just won't stand up

T can't argue with him because he does not want

I don't know where the Pry ﬁnaem gets 1t, but
I thtnk of he goes twough with 1t fie may be Just trying
it out on me, but I think zh- first thlng orge, we
have to get over the estimat o otrice the history
and you ought to get these p'ople Anlx 4 Lot them look at 1t
nx-y, very care fully as you have
ever been berote. Besause 13 the Prosident had this in
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ind, the way I would sdvies Lin 5o do it I would

n up legally. He has to, when he sends in his ﬂcncn,
has to show legally wheke he s going to raise the
Yo

D5y Wnite: How oan he spend out of the Stabiliza-
tion Fun

Jri I said, "You know, Mr. President, you and
I are Uoth on record publicly thn owcald only'use the
Stabilization Fund to retire the Del

. White: Under the law, no matter how we use it,
you can Wﬂon s with 1%, but 12 you buy bonds $ith 3¢
Then you have got bonds and 1t's part of your Dewt. I
you retire the debt you must v the cash,

ng o account
the 2 billion n budget for munitiens, we oome .to about &
$10 billion expendi

I don't want anybody to breathe this to anybody
because a lot of people inside the Government would give
their hat to get this and we must not let it out.

With a $10 billion expenditure and a 5 billion 8
revenue .

Mr. Hagg: Nearly 6 billion.

.8 ﬂlicn, you ge: a $4 billion
aariottt B, San oo Y

t up_any ou can call
1t a-b-0-d elephant an Wil ses The elephant if you
have one. And I Just don't think you are going to fool

Why
set them up, say "I: ress does not give me this au-
thorization'to annlu the dent 1imit, O, K., gentlemen,
this is the way I will have to do it. = I wi.
silver certificates, use my Thomas currency, so fanh
and_so on, inorease’the value, revalue silver, up to
100% and so forth and so on. = If this is what you want,




all right. I can do 1t that ‘i or I can do it the
way T have the last seven years sone)

soared hia into thinking the debt Liuit is the major
pouuuu 1ssue and I don't think 1t is, unless he <« -+~

1t by ny bookkeeping. he ‘makes 1t the ma-
Jor issuss T $a14 thres tims fo the sress = I
ve it g0 1t 1s in the lap of Mot ..

road the papers and the coluns.  Righé now there ien't
anything on the financial front that ghe Republican g0l-

16 take and attack me and, through me, the Pres.
ident. There is nothing in particular, but 8178 them
this and, my God!l, the trade treaty thing sinks into in-
significancel

s gotng to try to be phillosophioal, but we have

to do u in a dooumentary way. t argue because he
won't 1isten.

s Haas: I am afraid, Mr. Secretary, if he does
this th‘g%‘ﬂﬁe the Executive Departments will lose the
Budget. Came in in 1921, Use it this way, Congress
will teke it away.

4y Bhdnt This estimating originates with you, dosen't

Dr. Hass: Yes, sir.
Blde: You have to get up the doounents and let
us all

o Hass: These doouments showing your past
history’

f 1t. - This 1s our reyenue.

. That'
8 1s our hi eV jave him last
year. If you told him if you have a 70 billion national
income you will have § 7 billions taxes «....

Pry Hasg: Under oertain estimates that we sent
over. m-% 18 still ¢

Jr: I don't know what else you are doing, but
you had er drop everything.

Dr. Haas: I have dropped everything.
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HJr: The President is going away Thursday
night, 80 1t will be kind of quiet for a few days.

Dr. Haas: Do you want it for Thursday?

HM,Jr: Friday might be a nice day to take it.

He said, "I have a sop for the businessmen. Any—
o starte s new business 16¢ oonneoted with an

body wl
other business =- 1 o8s - for thres of Four
Jears he oan fall in the 1244 tex brackes.

Dr. Hass: When is the business "new® isgoing to
be the question.

HLJr: Do you (Foley) -- as a bookkeeper, wha!
o you TRITE of this fbing? Yo are among friende hera.
That the President should s Budget
of January 1, 1040, that 12°3.3) Ton s aebe siss e
less than 1t is in'1940 and oxplaining tov. Ho has
under the lav.  Look that u an
law in the pudget message ¢ cha 'Presdont e
legally how to rai, the neys. I tola him th.': the
other day and he checked 1‘: and that's worrying him. How
do you like it, EAt

Mr. Foley: I don't 1ike it at all.
HM,Jr: Am I over-excited in my "detached" manner?

Mr. Foley: I tink you are all right. I don't
think Ko $ITE ever do thi I think you have to in-
creage the debt 1imit this winter and I think the way

%o do 1%, as you point out, unless they do inorease the
debt 1int he will have to’use these othor measures o
get by until 1941,

I (To Dr. Whu:e) I told you to tell that to
Lauch Currie; ould lay off me in feeding this
allver certincatu utuff to the President. The President
4 a ra.im to devalue -- s
e 8 silver oernﬁonﬂol
some ng e he hAl got those things
G S ] ushng then.

Mr. Foley: But they won't. They will all vote
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%o to defend the ingt, but they will go m-A and vote
because they will be up against a dun. will in-
Creane’the dews Iimit thie years

HMJr: Do you want to see the President do this,
Harry?

Dr. White: Not that way. —Ho ocan't with the
Stabilization Fund, although I would like to see the

have a politica
e eontoe shouid be Sougnt and”the Biabiiization Funa
shiould be b < Ee(Tohe not]iaxe

alk I
o ITnuT e wils Gse ‘other oash P

(Mr. Bell came in at this point.)
(To Mr. Bell) To boil this thing down,

Hl I
the President says in his Budget message he wants to
iv e

less s on January 1,
$ha% tne asbt Lumit Io goins’to be 2 Dog1ion 6er B bil1ion
8, we have to find 4 billlons for him that he can spent
out of silver certificates, stabilization fund and bal-
ances on hand, I have been talking to them for 20 to

25 minutes and you can read this thing in Mrs. Elotz'

room.

I told George the first gun we have to fire is
on the basss of estinates which George is going to send
over and the Preaident says has to be 6 billlon 6.

Let me ask you a question, Dan. This is all
old for you.  Supposing T send dn estimate over to the
or argunent's sake -- that the revenue
nn o6 bi11s0n, For a round figure. hange
any vay e wants tol  Can he make Rapdeitvo
Rt vor

Mr. Bell: I think he cen.

HiJr: Well, that's his business.

Mr. Fole It's the Executive budget. Sure,
thatts RIS pover



think he can. hink he_ocan
o S vt nin suagoz. It's
s

Jr: has ned 1s this.
I told 'l&“, 3 T cry D e Lanasan T dsgma,
I told him recently that he had to put in
how he was going to raise the money, and this is his
answer.

®
b3

Ur. Bell: Not a very good answer from ti
oountry’s standpoint, but he has $0 put dn the anag-z
the method of finanoing the Budge

ite: He certainly must be dissuaded from
making a ot ar 14 1h his Bulge One thing to do
it, That will have to stand on its own merits. But
1tig a aifforent thing to attempt to acquire credit.

HM,Jr: He's proud of it.

D Witte: To say e is going to have a debt
Less bicauge Tie g these as Danny, can he use
the Stabilization et s noae acquired by
the Stabilization Pind st117 be ‘part of the outstanding

jell: Oh, yes! ~He can spend §1 billion 8
from ':he 80! n the Stabilization Fund. You don't
have to issue anything from the Stabilization Fund.

Mr. Gagton: You would have to have authority
%o transfsr Chat to the General Funds

M. Bell: My salary appropriation, consisting
ot $200,000, 18 not actual dollare; Just on the booke.

Dr. Wnite: Well, we will settle that.

Mr. Bell: I think the lawyers might find a dis-
tinotion there, but I think the Stabilization Fund ap-
propriation is Just 1ike any other eppropristion that
ongr ppropriates.

Dr. White: You could spend that money and still
have a Billion B in the Stabilization?
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Mo, Bolls Have a oredit which the Stabiliza-
As a matter of faot, you 80!

0 redit in New
he capitel you are operating
on and every day you l'll golﬂ for the Treasury ai
Sake oredit for 1%. ki

Jr: ere are oer-

have all,  The
hotire, gectain sommemsinse aad Drastioal

tain
faotors.

Mr. Bell: Commonsense has to come in the pic-
ture. ~Wo argument if he wants it.

HMJr: I told these people to talk among them-
selves and nobody outside -- extra confidential -- but
I want a memorandum to start with. He would not listen
to me today. Just wouldn't lis ;:; S0 the first thing
R t

L
I consider that s
an uhwiss ShIng 30 oy bub the Fires enot is the revends
figures.

Y¥r. Gaston: If he raises the revenue figures,
we had better not have a tax bill because then we would
have to go up and justify our tax estimates before the
Ways and Means Committee.

s Mhite: You will have %o do sonething about
Tessrves, because the Federal Reserve's exoe
eserves Will bé olose to $10,000,000,000 1 you ueiitze
those sources for reduoing the debt. Would you consider
inoreasing the isswe of silver certificates?

HM,Jr:  Not above the cost. I have difficulty

doing that.

Mro Belds Well, thank the Lord we don't have an
refunding until June. i

000000




Docember 15, 1939

When I saw the Chinese Ambassador at the
reception last might he said that waen e went
down the line the President stopped him and -ua,

. Ambassador, Seoretary Morgen

yuur ‘menorandun on Your Foenoial needs

't it amazing that he should remember
%o te11 him that]

—

1 T atd o the Ot
t my message that you are

| rocopel . fhe Aubassador pushed his ohest out

! and said, "Yes, I did."
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December 18, 1939

ident the attached telegran on
ant to Steve
o wanted

I sent the Pr

Sunday and last night
Eardy, called me and aatd that o
to V¥allace.

1 hi
Fara Grests wgh niny and T 010 Hassott thas nt
hel,

would be

Jort of the thing that etimlated me to do this
was that on Saturday I received from Frank Gannett a
S0Py of the telegran Shat he sent ve. the President,
vhich vas rol-Anﬂ 1n Monday morning's papers, copy
af
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Waskjngton
TELEGRAM

OFFICIAL BUSINESS—GOVERNMENT RATES

Deo.17,1939.

" The President,
Hyde Park, N.Y.
I believe Wallace is making a major economic and political blunder
by urging you to permit him to take over Parm Credit in toto.
The majority of farw organizstions are ready to
fight and will have to take the brunt of it, n‘xwwa et
ot

be Walla

Why give the x'pubuun- and certain other factions a perfeo
with which to grab the farm vote. There is a iy to compromi
without chroung any more adaitional burde on you.

If you are interested Herbert Gaston and I would be glad to explain
at your convenien

HENRY MORGENTHAU,JR.



COPY OF TELEGRAM SENT BY FRANK GANNETT 0405
FROM ROCHESTER, N. Y. A

RELEASED to the Press from Washington, D.C.
Zfor Monday morning papers, and thereafter:

DECEMBER 16, 1939,
HONORABLE FRANKLIN D. ROOSEVELT,
THE WHITE HOUEE, AND

(sent in duplicate)
DEAR MR. PRESIDENT: 4

PURPOSE }RICULT!
AND 70 TMPATR THE FINANGIAL INTEGRITY OF THE SARM CREDIT ADMIIUSTRATION
As AUNCUNGED BY YOUR SECRETARY, UR. EARLY, AT HIS PRESS CONFERENCE

THUR!

BY MISUSE OF THE POWERS VESTED IN YoU BY THE EXEOUTIVE REORGANI-
ZATION BILL, THE PARM CREDIT SYSTEX OREA

GO, LARGEL
FINANCED AND DIRECTED BY FARMERS THEMSELVES B DENOORATIO PROCESSES
WILL BECOME A POLITICAL FOOTBALL

ABOUT A MILLION FARIBRS AUD 1200 COOPERATIVES WITH 1,160,000 MEM-
, MR, PRESIDENT, HAVE A VITAL STAKE IN THE INTEGRITY OF THEIR
s

150
ORE
SION, (THE CAPITAL STOCK OF THE FEDERAL LAND BANKS WAS 994 PER
FARUER-OWNED AND TODAY IS STILL 47 PERGENT, AND THE ANNOUWCED SNTENTION
OF CONGRESS WAS TO PERMIT PARMERS TO REGAIN THEIR PRIVATE CONTROL.

NOTWITHSTANDING SECRETARY WALLACE'S PLEDGE TO RESPECT
AuToo of TS FARU CREDIT ADUINTSTRATION, THE FARH OWNDRS ANE 19 BE
DISPOSEESOED OF THEIR RIGHTS WITHOUT DUE PROCESS OF LAW.

THIS MISUSE OF !OUR POWER BY APPOINTED BUREAUCRATS IS JUST
FEARED OPPOS D YOUR ORIGINAL EXECUTIVE REORGANIZA-
AS FINALLY PASSED, YOU WERE GIVEN
THE POWER TO MAKE SUCH GHAHGES IN DEPART-IEHTS SU’BJ‘EGT, HOWEVER, TO
CONGRESSIONAL DISAPPROVAL WITHIN 60 DAYS. i

T APRIL YOU rmnm:mn THE FARM CREDIT ADMINISTRATION, WHICH
a8 A nmmzm)m ABE ing P JURLSDIGTION OF THE DEPARTHEHT OF
ROTEST FROM FARMERS Al ORGAN-
govd . THEIR susncmws ety ALLAYE AXD ADVERSE AGTRON BY
CONGRSBS WAG AVERZED BY 0 STATEMENT BY SECRETARY WALLAGE, ON
¥ 53, WHICH SALD THAT 11 WAS ISSUED "WITH THE CONCURRENCE OF THE
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PRESIDENT", 1IN THAT STATEMENT MR. WALLACE SAID: THE FARM CREDIT
ADMINISTRATION DOES NOT SEEM TO MPLETE IDENTIFICATION
WITH THE DEPARTIENT (OF AGRICULTURE). OLVED CAN
BE )MN'DLED BEBT BY A CONTINUATION OF ITS PRESENT METHOD OF OPERATION,
AGRICULTURE EXERCIE A OOORDINA ING SUPER-

uT
THE GOVERNOR.  HE CONTINUED: (R
URES T T THE H.EAD OF THE AGENG! DISCHARCES 18 PUBLIC RESPONSIBILITY.
THERE] 'S EXTENT THE FARM CREDIT DMINISTRATION WILL BE AN
AUTONOMDUS FEDM AGENCY AS HERETOFORE" .

F YOUR CABINET,

ONGRESS, TRUSTING THE PLEDGED WORD OF A MEUBER OF
DID N SREABEROVE YOUR TRANSFER OF THE FARM CREDIT ADMINISTRATION )
D DEPARTMENT OF AGRICULTURE. THE TIME FOR EFFECTIVE CONGRESSIONAL
Aotroy EAVING PASSED, M. VAL 1ACE, SPEAKING THRU THE LIPS OF YOUR
ECRETARY, RLY, ECLARED THAT THE SEGRET TARY OF AGRICULTURE
VERY NATURALLY TAKES THE DN THAT IF HE 15 GOING 70 BE RESPON-
SIBLE FOR IT (THE FARM CREDIT ADMINISTRATION) HE OUGHT TO HAVE CONTROL
T,

R OREDLT ADMINISTRATION KAS BEEN FREE FROM PARTISAN AND
ITIES OF

THE F
nzmmmum. POLITICS, YO ESERVE CREDIT FOR THE HIGH QUAL!
 FO§ 175 THRER BILLION DOLLARS OF LOANS OUT-
SHRNDENG, RTTHOUE R FEDERAL GUARANTEES, FARM CREDIT BONDS HAVE SOLD
TS

THESE
AROWND 105, A TOTAL OF ‘THREE BILLICUS OF LONG-TIME CREDIT REPRESEN:
40 PR omNE F LOANS TO AMERTCAN AGRICULTURE. THIS RECORD IS LARGELY
O 5 o EACT TEAT TT ¥as KN mnmzx\mmw 'AGENCY RESPONSIBLE ONLY TO
OONGRESS AND THE PRESIDENT ABLE TO ADHERE STEADFASTLY
TO SOUND BUSINESS PRINCIPLEB
ALONE, MR, PRESIDENT, CAN INTERVENE. YOU GAN STOP THIS MIS.
vsE oF THE GHEGK POVERS WHICH XOU DEMANDED OF CONGRESS, YOU CAN
STOP THIS UNWARRANTED ENCROACHMENT ARMERS! RIGHTS AND THIS
N ENTERPRISE AND CENTRALIZATION OF
. NATION LOOKS 70 YOU TO REQUIRE YOUR SECRETRY OF
AGRICULTURE TO KEEP HIS PLEDGE OF LAST MAY TO RESPECT THE Al
THE FARM CREDIT SYSTEM AND TO WITHDRAW HIS REQUEST FOR THE RESToNATION
OF THE PRESENT EFFICIENT GOVERNOR OF THE FARM CREDIT ADMINISTRATION.

(SIGNED) FRANK GANNETT

e ¥ e
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December 20, 1939

HU,Jr spoke to the President at 11 o'clook.
Iema little bit sonfused,  Theve
38 parity

par

d1%10na1 money and do you

gitention of Congress That ym; want them to
t

Bu
aizeateane Budgat do you want to do all three of

President: Do you think so?

BLJr: Yes.  Wiat we will be able to ot
send you & rough draft this afternoon and o
let me know whether or not 1t suits you.

i
|
]
|
|



Decenber 21, 1939

HU,Jr callea o'olock and

aie, #0n”the ‘Ut vea Fross. tioker. sners vac 8 story
resigning. I asked him about 1t and
T°618 not have
s nappened Just before
a7 p arencs, St befere 1t to Rifeder
T anted to atsouse 15 with son First:

deternined. I thought that if he was determined i
1gn, 1t would be mioh better to do it betare your
Pudget megsage - at least announe it. I you agre
with me, T will bring 1t up when I come ovet B A
o'olock. ~ Now there 1s nutmng at is He,
that he has got to get baok 1 o bust

withouf
ﬂ!--\: getting your guidanc i, o a:u h.u eret
nutes T would 11K to stay behinde. Wil give
e sone signaitt

The President said that he would be glad to
have him stay behind. The substance of the Presi-
damsie pard of whe gonves, h HM,Jr was that
i1 Hane got. S R to
have hin resign Tishy of¢ Bedanse no n
Pelior pon ing, and that Hanes ought to
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January 8, 1939

1 told the President about Déan Bates, of Michigan,
fobe exatiinor of the Bank of Amerioa, aleo about Whitney
Seymour and he said Fine! on both.

The President aleo satd, "For Heaven's sake, don't
hay ‘that

know how.
the point
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January 8, 1940

Lunch with the President.

“enw
(President dictated this part while Bell was present.)
he President of the United States sald we oould teke

a big load off his shoulders if you and Harold Smith an
Lauch Currie would make a_study for him on the 1939-1940-

The President wants this whole question

end-

farners who

the prices went avove 757, par
payment program. ~ And the Prosrdent said, "Let me understand
If I plant my 40 acres of cotton in 1940 a
n

t Henry.
cotton goes to 17 cents, I get my conservation of
then I get the additional parity payment even though it goes
to 17 cents al t entitled unless parity was 1

or 124 cents?" = Vallace said, "Yes," and the President said,
"Henry, that's Just criminal.®

you sse, the President is in a very embarraseing
Tesitioaimitn ead, 50 e said he mas going to write out
a menorandun ana stgn 4t and Henry Wallaoe satd, *0en T
there," and the President said, "Wo.

en I said, "Well, Mr. President, what about this

$170, ooo 000 wnich’'is still available for parity payment?"

1an n
larly what promises have been mads to the famiers of Americs."
The President, Vice President Garner and the Secre-
tary of the Treasury did not understand.
R

Hull called the President just before, I had lunch
and does not want the President of the United States to take
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Proatdent, could wiite and tell thén what I
the last

t he is to see Doughton and Taylor
and gou thab v Initiatesa bis) Which Gae Presitent can
say is O, K.

e

I tela the Presidant sbout this mesting hare: this
afternoon on Bank of America and that if worst came to
i

sl
ree, why not suggest that each of the
four agencies appoint one outside banker to read the O
o5 the four deci

omp-.
e whether the report
is fair or not.!

IR

(Just Mrs. Klotz present when HM,Jr dictated the
balance of his meeting, Mr. Bell having left.)

Thg President was very mich pleased on the reception
he got cn the Budget nedsage. e eaid, "We sure have t]

I gpoke to the President about bringing Professor
Rist and Mr. Gwatken over here and I said there had been
entirely too much publicity and I 415 Rt ve hag bovier
stall on 1t and that both Hull and Sumner Welles felt ex-
oited about 1t and that I did not see what we could do
about oil and copper.  He sald, 'That'e agreestle. Let's
continue to sta:

R

(HM,Jr called General Watson in the afternoon after
he had lunched with the President and told him, in substance,
the following:

-



B

e

he Army has a contract for 524 Curti: t P-40's
n m-ac dolivery in Mareh and the Frenoh SoaTaact Le for
f the ¥h no, a dyery until Jul

e plane

R R R T AR

during April, May and June, and the; o8 ths FORAL epy tha
return them to the U. S. Army when chetr ¢ a-nv-ru- start

n July, HM,Jr reminded General Watso & he had handled
2 elnilar tnebiuction foom the. Preaidenc with Ootonsl Buras,
Tather than through Woodring or JoRnson:

s planes

.o

Tk Feonsdeiy, coat Hicey Wilaels mtno of Jagi o0
to the effect that there were no exports from the Uni
S3ates 5o ne U5.5. R rom Deo. 18, 1639 to Decenber 5, 1040,
and the President was amazed.




e

January 12, 1940.

I gave this memorandum to the President and at
the came tine said, "What about
1n

er 5% or 108 to e
net anount was vou had to pay, and Bob Doughton gave 1t
out." He sald, "I never sald anything."

He read this memorandum and said, "No!
not what I have in mind.

No! Tnat'g
‘bert
Lehnan 14,

g
If T a1d not do 1t, Hert
I think he's wrong and what he had in mind 1s that
described in Ed Foley's menorandum and the thing he has
in

mind does not exiet and I have asked Ed Foley to look
into 1t.

——



TREASURY DEPARTMENT 0474
INTER OFFICE COMMUNICATION
Jenuary 9, 1940
T Secretary Norgenthsu
rmouw B He Foley, Jre

State Tax
ersonal iniooms tax retes on returns for the calendar yesr 1931 (o (or
for the el yoar returns dus alendar yoar 1952) wore 12

during the
var e exieting pervecnal inoems tax rates by &n
the Extraordinary

the Governor on September 23, 1931

m.mm‘.l;,zhuxnmmmu of the amount of net

of $50,000.
103, Akt 68 seepeckirelys

The Lor statad thet its chiestive wa st srovide mooeys to fay ep
for the relief of unsaplayed persons and the alleviation of
by the

rovide the
&iitross and the " melicration o (I Public Papers and
Addre: Franklin D, mmmu (1938 7, Léﬂ-a)

This nessage recommended the creation of the ™

Belias Adwinletretions ant the appeopeisiion b0 ioe TRLIel
ch $1,000,000 would be retained for expenditure by the State,

n9,ow.ooo Zor apportioment among the counties and cities of the State.

The message stated:

"The necessary money for this unemployment and distress

an incone tax were required to
-wh,Iuin!amdbym!huthu-t sicn, the necessary
twenty million dollars will be raised.* [ibid, p. 465]
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danuary 15, 1940,

Saturday night at hﬂl” I l!.ld to the President,
hton calied me ty: that he had no 2
e

bout the los and® e Early talked up and

said, "Yes, I understand that thﬂ are opposed to it".

erves me r!.(ht, I the impression

from the g.llﬂlﬂ! that he would gt up with the

leaders when v then oo anhey :




\
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January 16, 1920

At lunch with the President today, gave him memorandum
about White, State Superintendent of Banks, to take Leo
@ the President I thought he ought to
do gomething promptly before the question came up definitely
ther or not the Bank of America would withdraw from
the National system and become a State banks

I let him read the latest A, P. Glannini telegram
(dated January 15th).  The President asked if

getved many 1like that and I seid I thousht three or four.
He anid, "Well, Glannini 1s only putting his head inbg
noose because some day we will want to release all of these
telegrama. '

I.80ld hin I was having a statement prevared against
fhe day that Giannini might withdraw from the Natiopal Benk-
ing systen abd eldim that I had driven him outs. -

|
i
!

Toldthe President that I thought he ought to see the so-
ead of Arny and Navy aviation
88 vith them three things: (1) what are our needs
and r the Arny and Navy; (2) what, 1¢ any-
pare. fron $he Arny and Navy orders now to the

Jjas such a big thing that he ought to pass on 1t himself,
He t01d me to arrange the mesting for tomornow morming

I asked hin whether he wanted to see Pleven before he
returned to France on Thursday and he thought he had betper
not.

As I went in to see the President, General Watson handed
me @ gtatement from the Army and Navy showing what their e
{iveries would be for each month of 1040, I turned it ovom
to the President and kept no o

The President said several times that he 1s very much
worrled about the European situation.

In Qiscussing the airplane thing he sald that he would
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like to see our industry on such a basis that on_short
notice we could produce 30,000 planes & year. T gaid it
he had that in mind, we certainly ought to avail carseives
of the upporcumey 4 building up our industry through
purchases of the Allies. He agreed it was most suworcmc.

000-000

After dictating the above, the Seoretary phoned General
Watson and the following is the Secretary's side of the con-
versation:

The President asked me to ask you to arrange a meeting
for him at_his office tomorrow morning. He would like to
have what T call, for want of a better nane, the, Collins
Board" and the fellow fron the Arny and the one from the
Navy plus the head of Aviation for Army and Navy, and myself.

He a1d not say anything about the Seoretary of War or
Navy ard T leave that to you possibly to bring that to his
attention.

Give us the first appointment, Pa.

e11, listen, I don't know what elge he's got, but this
- inportant, Do you know what this program involves!

ok 138 biggest feet. I don't know of any
cheaper way of

€11, ny hunch 1 I vmulﬂ invite the Seoretary of War
and_the secrecary of Nav ch.  You are a
diplomaf ‘The Preaifon 14 net suggen the Secretary of
War or -mvy and if 1t would make them any happier, don't
put me on the-1list. See what I mean?

000-000



January 24, 1940

At lunch with the President we got on this business
of running for a third term. The President said, "I
definitely know what I want to dojbut then he veered off.
He said, "You know I have told Farley that we ought to
have & convention Labor Day week-end, but I cannot sell
Him on the idea." He said, "This whole question of
hesdquarters is very unimportant, and the Democrats know
Bhow to set up headquarters much better than the Repub-
licens." He added, "Of course, I cannot tell Farle
that headquarters is not really important. Farley wanted
the convention on the New York State Fairgrounds, but I
sid no, that I still remembered the convention of 1924.
Farley suggested Philadelphia, end I said no because the
last time we had it there we had s Friendly Republican
Mayor and this time we have not." The President said
"I'want it in Chicago." He asked me what I thought of
it, and I said, "Geographically, I think it is excellent,

gh sbout the political situstios

to comnent," So the President said, "Well, I will tell
you something which I have not told Farley. Mayor Kelly
of Chicago is for whomever I want, so it is perfeotly
safe to have the convention in Chicago."

I asked the President, "Just what did you mean
when you said that you definitely knew what you wanted
to do?" He then proceeded to tell me the following story.
He said Louis Brownlow was in and seid, "My wife sent you
a message which is pretty fresh, and I do not know whether
I can tell it to the President of the United States.”
The President said, "Go right shead," so Brownlow said,
*My wife wants me to'tell you to keep on just as you are
but keep your mouth shut."" The inference I got from this
was that Roosevelt is anxious to keep on and keep his
mouth shut.

I said to him, "You know, Mr. President, you can

i fat." 1
said, "When T have lunch with you I want you to be comfort-
able’end, therefore, I do not iue bringing up the third
tern issue.” The Président said, "Well, Hemry, it has potten
50 far that it is a geme with me. They ask me a Lot of
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questiops, and T really enjoy trying to evold them," He
ded, "I'do not went to o unless between now end the
convention things get ve ry much worse in Europe,”
believe that this Pretty nell sums up his state
of mind tod

The Pruidtnt said, "When George Norris was down
ng that if I did not run what would sl the

a ng running for a third
R A L

This is e new engle which I hyd not thought of,
end 1t 1o perfootly true. T said, "ifter all, Mr
President, Bedfomias ke up your mind at the last moment,
mke up your mind in a split second,” end he said,
Flbsolutely.




January 25, 1940
11 an

Present:

Mr. Sullivan
lire, Klotz

HiJr: John, sit down. In order to kill two birds
rith orie stone, I thoushit I would take you into my confi-
dence, ~ Just let me repeat my comversction with the Presi-
dent this morninz, and I have that confidence in you.

Mr. Sullivan: Thank you, Sir.

HLJgr: T told the President that T vas here o see
hin this norn&nr as the reoresentative of the State of New
Hampsiire.  He astd, "For which faction, the Murchie fac-

70 (Until yentarday I 4d not kno® who Murchie vas
‘ e ha zepresentsl ea?) I told him no, I vas here repre-
gentins the Sullivan-Brown faction and that New Hamoshire
e Ge et ray Shate in the Union to select ita dele-
rates. The President d1d not seem to be avare of that

He said, "fe have tried to cive 1t a name and in Oregon they
axe goiig to oall tns delsgation Fagosevs1s Poliotes belegar
tio

o then vent on to say that he had not yet met Sulliven
ana I said I would be lad to bring him over after lunch o
Nonday and he sald he vanted to tell Sullivan one of his Sest
stories about his namesake, Jobn L. Sulliven.

Mo Sulliven: I yillgo toverk on that and ws wiil

get a vetter name than b

HiJr: Iy reaction is -- uninstructed as to candidate.
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Yr. Sullivan: Waat he vants, he vante a group
of delegates up there that he can get word to and they
will ..

BiJo: ... who are for the continuance of the kind
of thing he s’ for,

. w

S0 I.0a1d, What do you think about the S.E.C. besoming
ghe Recelver and’the President said, "No, I donit want She
${E-C. to get into the manacement of utiities.” | Buv ro
44 talk about Randolph Paul. So I sald, Did Jeroms Feank
el you that _thet vas my sugrestiont” and he nald yeg. o
said, "Well, I think Randolph Paul would be fine, i

I told the President what you (Sullivan) ala abous
Johnson for ne d.

and he was very much please:

000-000




March 3, 1940

a

£'having s recheck. T told mim about
ehe. axports; told him that the freight on wheat -

pounds - from this country to Belgium had jumped from

to $1.00. He had heard nothing about big increases in freight

rates; was amaze

s tked me how the aeroplene thing was b
hinlatoss the mecting in my rogm here where. the ies fota
the engine people and the machine tool people to go ahead and
spend whatever money was necessary in order to get ready for
the big order; told him that Johnson, of the War Department,
all the time is trying to undermine me through the press.

hen gave the President a memorandum on the powder and
Lol oTalme e surhrana mitiieh: STraRATTIe o Coe DR AS
sald do it the way you usually do it and I said I would do it
through Watson. He said, "That's all rightf,

I said, "It seems strange that here you have told me to
do everything I oan to help the sllies end Mull and Wellaos
are dolng everything to urge them to buy more pork products,
tobacgo and apyles and sbout & monin ogy you tald
Ware 15 the pobition of tne ailles you womld ber only S you

needed in this country and tell us to go jump in the Potomac
we didn't Ho said, who 13 doing aii this and
I told him o1 ‘snd Wallsos were.and e sati you kmnow

h: oran 1 e said, Miell
Tuesdiy tell Pa Watson that Full, Fels, Wallice, Collihs and
myself will discuss thish. So I said, AColli

Tpearn. . o asked me how good, Spear was and I said he was
very good. It seemed to surprise him,

found the President in excellent humor. When I first

got my joke
they stibbed Caeser. He said, "I wonder if Hemry got the :okev
and I said, "No". Missy said, "I don't blame him"

We then got on the financing and he said, "I need a lot
of rigiresne. $osatd, eIl T think on his ohe page memorandum
from Bell (which I gave him and he kept - plus two tabulations
which he kept) you will find everything that you need". He rea
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it yory very earuf\llly dyuhen he got, through, I said, "To
sum the thing up, if you give me the 700 million from
RFC nd Farn Crodst that u S oushion of safety and I think

Can G0 sad Wbkt Fam noitne to'do. 19 to refmmd only the
note on account of the difference in the coupon and the note
and the bond". The President said, "That sounds all right,
but give me 24 hours, as I want to check these ﬁ.guraslggxinat

the figures that Currie gave me". I f i e
o get a clearance in the m be I have a Press Con-
ference at . ant to get this thing started. Won't y
see us right after Church: e said he id,

" Coul ring Bell" and he said, "All right". He said, "Why
don!t you sell more bills?" I said, Miell, if anyt]

would let our bills run off", He said, "ihy?" and I said, "If
there 1s any criticism of carrying too big a balance, the thing
0 do 1s to let the bills offh e back to the bills

. He
two or three times - why didn't I sell more bills. He said,
My you used more bills when we were first doing our spending®
and I'sald, Wes, because our credit was bad and I had to use
bills." T said, "I can refund the 738 al1115n doiisr sote
Lssue now at three quarters of & percent for five years. Ger-
tainly you can't get money any cheaper than that

I then said to the President, "I don't agree with s
people hay this devt 1imit 15 oo important" and, to my surpuse,

ing power we have left and- put it up to them to increase the
debt limit at this session of Congress or the next one in '4l".
801 said, W1 think thatls what you should do¥. He said, %oh,
I have every intention of doing 1t"
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Sunday, March 3.
(Appointment with the President at 4 ofelock)

how the Telles thing was

He aid a11
e very-

o Banrend sald

4 the Presiden
sxidined a0 gooa

n Germany they
thoox has head two or hi

ing,  He
oo gooa®.




Harch 4, 1940
2145 p.m.

Jr: Well, you fellows will still have to

bear withins:
Read this to them, Dan.
Bell: (Reading)
"My dear Mr. President:
Purely on a fiscal basis, Marriner
Eccles would favor doing a refunding
for both notes and bonds,
tion Fund in mind, Eccles vrefera only

remnmng the bcnd issue equal
$353,000,000.  As your Secretary of

§uount of Govhrnnent securitiss hang~
ing over the Treasury at this time.

rould appreciate your O.K, on
rognm Defore four o' clock, a
hinTTee T havee. press oonfermlce‘
Singerely you
(3ga3 Henny Norgénthau,Jr. ¥

The President says, "HM,Jr. O0.X., F.D.R."
Hi,Jr: Dan, thank you. .
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Se-

. Bell: That tells the story.

thingamabob,

9 e as resigning 1f

you don't get 1t." ' And he sald, "We might as well

take 1t you have won." I eaid, "I don't threaten to
n. "

0
2
o]
E
<]
3
{=
E
=

Well, you got 1t anyway.
Hi,Je: Well, anyway, Dan, talk to Mise Chauncey.

Me. Bell: You know all the back history, You
are all'faniliar with the history of it. Firsh we got
a the banks, The

note, "No financing and to bay
Secretary then cabled the President for permission to 4o
the re; b me back, "No, Wait until I come baok.
1 have no figures out here’and I can't tell anything abent
1%, eoretary had a conference with
the President and I think in their conference mentiones
Tefun: tl So he told him have a

n
yne Presidentis reception room there stood Marriner Eooles,
8180 part of the conference,

There was some discussion before we went into the
President's office and 1t was quite obvious from the aig-
this thing had been rehashed before between

1 both Ece
and gurrie, although it was like pulling teeth out of
Currie.  The Secretary said ...,

Hi,Jr: Divide 1% up between what he admitted before
the Presidont and what ho adnitted in the Cecpacr Room,
because T think it is terribly important,  Wnat went on
in front of the President and what he told us afterwardg,

¥r. Bell: This 1s on the outelde of the President's

office.

HM,Jr: Oh, T am sorr;

Mr. Bell: The Secretary told Ecoles and Currie
$hat he'was on record before the Comnittees in Congress
that he would not use the Stabilizafion gold except for
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stabilization purposss unless he oans to dore: first,

egal authority for using that

gau he folt “Horally bound to oarry out that pronise.
1y with tha

says, af
o Abloluhly rient,
0 to Co Bofor

S¢rice, Currie also t
Phonve gons ineo the Presidontia orcioe.

HiJr: Exouse me. Eocles sald that from one
of hig attor orneys e had an opinion in which there was
gome doubt as fo whether legally I aculd use the Stad-
1lization Fund to retire the del

Mr. Bell: That's right.

BLJIr: He mentioned the attorney's name.
Mr. Bell: Mr. Dreibelbis.

Then we went into the Pregident's offic

President started the discussion by asking Currie i

about the busi; Aon and whether or not the war

o having any effect on it, Ourrie gave some various

nions from some economist that the decline had bee:

Pather apid and probably would oontiinus, although Gthers
ought maybe it was levelling ol

n Ecoles sald that he thought we had to watch

the Tiret quarter and wo might ses this Faderal Reserve
index go to 90. 4 Shiere yas o long discussion on in-

Tenviries and utter fastone in the bu

and they came from Eccles because Currie used the Treas-
ury's estinates as the baste for his momorandun and there

was no point mparing them at al

nally, the President asked about paying o:
I L O e B
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surprised to find that these securities could n 0t be
pald off out of the present working balance, ana wound
up with the n.eemam, T¥o11, there Lentt ahything for
us to do but refund them".

Jr1 | Exouse ms. Then didn't he say "If
asa out of the working balance there would b
Rothing lert of the balances?

Mr. Bell: That's right. He was surprised to
Ver

£1nd t e not in the ocash position.

Currie then said that what he had in mind
puying them off, was %o do this out of the Stabiliza-
Tion Funa gol.

Eccles said that it was his recommendation that
the refunding be delayed at this time until.we find

out what t receipts are going to amount to
and whether or not the President would not want to later
use gome of the Stabilization Fund gold to meet these
maturities. we refund them now, t! 1 be no
opportunity to use this gold to retire the debt until
Decenber. m that we could retire Treasury
bille, but he said he would not object in savor of i

point of view he would be in favor of refunding both
maturities.

Currie stressed the importance of keeping this
$1,100,000,000 of matusing securities open until the
President had an opportunity to see what Congress was
goin~ to do and keep the gold for use later on.

was my impression that the President was in

favor of refunding the §757,000,000 of notes, although

Eccles and Currie had a different impression. In dls-
cussing the amounts the President said he did not want
nto t)

from that point. It was quite clear that he did not
want to make a deolsion on the gold matter at that time.
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HM,Jr: Let me go on. In summing up, while
we were still there, the President said practically
e: He sa:

n sumning up for
said, "Well, I pointed out that I could

y of this without authoritization from Congress'

that Glass would uge it f bt retirement or something
elae, but I sald, "They will take it out of your hands,
Mr. Bresident." = So in summing up he said, "You could
not go up to Congress at this t: It would stir up
& hornet's next. You just could not go to Congrees at
this time."  Then, right at the - at no_time did
he eay that he, himself, wanted to use the gold, but

he said this would e worst time to use it because,

of an emergency." But he said, "This isn't the time to
uge 1t," and he used the term "wnite rabbits".

then when I said, "But, Mr. President, don't
7% —- o, 'No

you want to_decide what we want t . 'No. Nos
3°3on't want to be bothered with details." And, of course,
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what he aid sey, he left the thing right up in the
air. I suggested we go into the Cabinet Room and
Eccles made one of his long-winded speeches in which
he sald that he adnitted that this was the sole re-
8ponsibility of the  Treasury, but he had not offered
18 opinion; the P ent had asked hin and Currie
backed in up on thave.  And shon Currie said, "I
aon'z apelogize to anybody for what I have to hink
So "Well, Currie, you are in a
itite dterosent pngsuon than . Eooles, because
u are an adviser to the President.

then, a8 Bell and T pregsed then, the pattern
becane clearn and clear that the two were playing 100%
alike, nanely, hat they whnted this, the sole reauon

gonvinoed why they urged the Preaident to post
before he went away -- because they felt thig 31 lon 000,000
was the money ® hat they needed to use the gola.

Eccles sald several times that on a purely fiscal
basis he would refund both of them, but as a monetary

So then, 1ittle by little, Currie began to say,
¥ell, what about unemployment and inventories?" And
n the final thing was, the final thing which cumnle':aly

the fat he 11 said,  "Curri T gt
understand you when you take this lan

talk about a shot in tne and for using the ol for
that purposs, T can understand you beoaues, then ow

about using the gold because we are oriticized too much
for paying the interest rates,” I said, "I just can't
follow you. "

But, to wash the whole thing up, these people
had practically sold the President a bill of goods to
again, in the year of our Lord 1940, to again try a



shot in the arm, the reason I was so weak %!
morning yas that £on 5 mimites Harry Wnite practically
gave me the same thing.
acen the President yesterday a e he want
sell tried everything oseivle o,
n

the Fund
gaid, "I never agreed with your t Geatimony. 1 said,
aian't you tell me so at Gl me?".

moz - B
we should use bills and I was able to gét over' the point
fo the President, this morning, that if things got bad
he thinks they may, and weneeded to
a use’our pill money

nonth or two and this would upset private re
And Ecoles and Currie Justlaughéd at that.
y e 1 take this thing terribly
Y beoanse T dont t make any bones about 1%.

1s T g asking the President to decide.
He put ‘pdsition that I had to ask him
decide whether he was oing o follow ¢he EoetopsOurste
schoal of chwgm; o7 whether he was going to follow my
adv!

personally,
W

s 18 quue an tnterssting doounen nt (Letter to
the President trom Ml Jr wiioh the Prepident approved. )
SR Ta docusen Tnte 0 Ecoles and Eosles
agreed this was hin position. T read it to him ice.

Bellt Wo read it to 1m two or three times.
Ho knew SRt res

Hi,Jr: And Currie quite insistently asked me to
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o

change the sentence, 'I cannot take the responsibility
of having such a large amount of Government securitisy
hanging over the Treasury at this time.9He said that
vas the same as saying, "If you don't do it I will re-
sign." T said I was not threatening the President
o resign and when I got ready to resign, I would re-
sign. ~“He said, "With that sentence in there, there
1s only one thing for the President to do and that is
0. K. 1t.

Mr. Gagton: He did not want you to use your
force to ge: 8 thing this way. He 414 not want
you to play your cards. \

B Jr: Oh, Herbert! If you have prinoiples
and you stick to them, the chancey are you win, but
the fellow who keeps his eye on the gallery never wine.

3 ga1d this to you yesterday, this is g0 good,
o 80 good he Just ocan't re-
fuse it and you said, "Why not do the whole shing’s
And when he saia 'ngl,Ada you have to do it all at
n

settles the argument for the rest of the year about
£01d becauge there won't be another opportunity to use
it

think I should call Eccles and tell him
o7

Do you
this or just let it g
Mr. Bell: I think I would call him.
(At this point, HM,Jr epoke to Mr. Ecoles on the
telghone. )

000-000
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Maroh 4, 1940

My dear Mr. President:

“ Purely on a fiscal basts, Marriner Eooles
would favor doing a refundinc for both notes and
bons.  However, with the use of part of the
Stabilization Fund in mind, Ecoles prefers only
refunding the bond 1asue equal to #353,000,000.

As your ecretary of the Treasury, I am recommend-
ing that we go ahead with the refunding of the
738,000,000 notes. I camnnot take the responsi-
bility of having such a large anount of Government
securities hanging over the Treasury at this time.

I would appreciate your O. K, on this pro-
gram before four ofolock, at which time I have a
press conference.

Sincerely yours,

The President,
The White House.



March 4, 1940

My dear kr. Prosident:
Purely on a fiseal basis, Marriner Ecoles
would favor doing a refundin: for both notes and
bonde.  However, with the use of part of the
Stabilization fund in mind, Ecoles prefers only
refunding the bond lssue equal to 383,000,000,
As your 3eevetary of the Treasury, I am resommend-
ing that we go nhead with the refunding of the
738,000,000 notes. I cannot take the responai-
DBility of having such a large amount of Government
securities hanging over the Treasury at this time.
I would appreetat

your 0. K. on this pro-
granm before four o'olock, at which time I have a
press conference.

Sinoerely yours,

The President,
The White House.



Mareh 4, 1940

My dear Mr. Prestdent:

Purely on a fiseal basts, Marriner Ecoles
would favor doing a refunding for both notes and
bonds.  However, with the use of part of the
Stabllization Fund in mind, Ecoles prefers only
Tefunding the bond 1ssus equal to $353,000,000.
As your Secretary of the Treasury, T am recommend-
ing that we go ahead with the refunding of the
$738,000,000 motes. I canmot take the Tesponsi-
DLl1ty of having such a large amount of Government
securities hanging over the Treasury at this time.

T would appreciate your O. K. on this pro-
gram before four o'olock, at which time I have a
Ppress conference.

Sincerely yours,

The President,
The White House. \
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March 12, 1940
3:50 pn

Present:

Capt, Collins
Nr. Gaston
Mr. Schwarz
Mrs. Klotz

HM,Jr: I have been with the President. What
I an saying is triple confidential. The President
devoted an hour and a half to thig airplane business.
I told him the whole business and I gave h:

I want a copy of it -- your memorandum (Sohmrz') te

fie whioh he made the oharter.  And gradually I

the stuff back and forth from Collins. You Galllnl)
had better dlotate when you get home what you t

Bhave Eariy.

gapt, Colling: I was reading from this memo-
rantuie 76 Thorease tn prices)

Jr: Incidentally, I gave the President --
I had t_"‘wo Dieces of paper, one with the engine
businegs and there was sometning o attached, an ex-
planation. has that and I haven't got that.

o, gint ot 1t Ae Uilss I told the President --
tits 10 A314n the Room -c Shat it he wanted me to do
this job, that my effectiveness was Just being ruined
by Johneon and Arnold and I can't function that way.

ery, this vas the mogt important thing in Washington.
And’if he vanted me to do this thing, he would just
have to do something.

1, he was tremendously impressed with these
atrplane production figures and employment figures
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and he immediately tried to get hold of Steve Early
at u’ 641

said
Very interesting, the way he revieved it -—
had a war you know we would have had all this machinery

set up, but lacking a war I had to coordinat
purchase of ocotton, th ng and that thing. Ve
Procurenent in’ the Treasury and I set up an in

dependent board with Captain Collins, Admiral Spear
and General Gregory and he said, n't see them
80 I have them report to me through She Seoretary

Treasury anyway." He said, "That's the machinery
I anm using as a stop gap'-- he Aidn't use that word,
but that's what he meant, *ladking a peraanent war
| * | JHe said, ¥Itls functioning all right.
Thte fellow Johneén and Arnold on's 1ike 1t and
chey are dotng sverytning they o to sabotage 1t
and_ they have to stop it." He said, "I vant you
Soliome to go over to see themd and tney said no;
they would have Johnson come over to see them. And
Early emindon the Pregtacnt shat he was in She
Wlar Department at the time Arnold was there and
running a mimeograph machine on Govern-
ment time and Government stationery sending out
propaganda against the coordinated air force, and
wag working against,at that time, Secretary Wecks.
Hnd_the Prestaent aid, fwel, 1f Arnola won't
confora, maybe ve yil e to move him out of
town. " oatd; "I a1 that 7ith Aniral Dubose. "
Ho enid, S A1 wont ¢ confor
e o move him out of town.

And the upshot of the mesting was Esrly and

T
of 1t; he likes to have Captain Collins in charge
of 1t, and that it is functioning well and that he
ana Arnold are going_to conform.  Furthermore,
Early is going to tell him that from now on,



. publiolty from the ¥ar Devartment exospt mm
e SBNSFAL BURRAIL A Avmold hEw o
mouth sl aants see the Dress any more.
Ana mey ke going to. announce that thore wers
25 P-40' g released over there and Early is go-
to announce the airplane production figures.
Thtis a1 % be fone. this atvernoons

ves amazedl e Prosident went so far
as to give the hint that if Arnold did not con-
R T e, of the "Rir Gorps.
That's how near to being out he

¢ in at 1130 and Lefy there at 10 minutes
by

Guarter’ of 2 ony unsil 10 mimates of 4, G
dent talked nothing but this and he said, "Let's
k% He s

3
g
5
Z
E
N
=
2
z
=
e
Bg"
e

an' & o ‘Dbmosrabic. party unless o res.
Drogperity and these  foreisn onders ave of ¥ :
greatest importance. " “Let's be per-

fectly frank." And he's right!

ohnson has now been sent for and he's going

©o be Tead the ot act by Steve Barly and Wasson ana

nesthor of them 1ike him.  Neither of them have any

uge for him, but they -- Watson says, you can't ai

this time let either Woodring or Johnson go, politically.
s going to hapven to you with Crider when

a1 the abure he Gota you about Baldwin 1o ol

be answered by the White House and Johnso

Mr. Sotwars: He told me what the Aray is going
o say. They want your comment on it.

HLJr: I amnot going to see Baldwin.

Mr. Sohwarz: I will tell him you.have a prev-
1ous appointment.

Hi,Jr: I wouldn't give him anything.
toll 1T Tust 208 Dack irdn the WHLte Boiss ahE
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ghat al1 my appointments are 4f and Af you will
bring hin outeids, o Uokayls xoom, I will shake
hands vith hin, byt Ambassador Buliitt and every-
e B e e e
the White House, from one o'clock to mow.

I an not going to give him any interview. Steve
or Johnson are going to answer every one ofthese
statements.

Mr. Caston: Of course, the stuff that
Baldwin got over at the War Department is going
o be very useful. His story will be the Preai-

o ind_so" fror n

and the fact that this is what the Army people have
been saying - that's his story. It's perfectly
all right.

Mr. Schwarz: It's better to have it that
ian to have

I ataplytald the Preaidont, You
bave g‘i—‘“van me a Job £o ' fundt:

you as_long as this is gox
neioo \rpoSians thing tat I kno
of in Washington and my ugefulness is being ruined.t
Which is the truth!

i, Gagton: Either you say nothing to thess
ihe Pregident has given me

19b 80 80 and I am doing my Dest to carry it

o#7e0tivaly.t T think in this situation probably

nothing at all is best.

Pz ou gee; what Steve Early saif two or

three Times, "Amold is Tunning true to form.

gatherad, they dropped a vemrk there; tat bratg
made’ such

y or
him and they warned the President and Craig made it

7
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Field. That's the man Wateon wanted. The General
in charge of Langley Field.

z:ugc. Colling. General Andrews.
: Andrews. They wanted General Andrews.
But Crng Tiade 1t up to the point of resignation.

Steve kept saying, over and over sgain, 'Tiis
15 Just Arnold running true to form and he did it
under General Mitohell and under Secrotary wun
and he will do 1t as long a by
Simpoingd for the. Presiasny to drop. ohe Aint that
if Amold doe ot behave hingelf, he will remore
( He's here, 7014, Taubjeot to the pleasure
. 5ihe Prestdon of tho United Staves.

Arnold never objected to this P-35, P-36.
Mr. Sohwarz: He's telling the press he did.

Higr: e never did &nd Steve Early will tell
him, and Towers jumved all over him.

Well, the President was swell. a
question, just the question of either et g ne
Ana 15 ahowa when the’ Prosident wante
he_can cake v houre’ vo 5ot a thing sraipatencd
ut. That's what he can do when he wante o
@18 not do that for me last year.

(At this point all left with the exception
of Mre. Klotz and the Secretary dictated the fol-
1owing. )

What I satd to the Pregident was this: fnis
is the way I started: I said, "Now look. Last year
T'vent Through a1l thie for you A iz

i i
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crucified up on the Hill for a month and when I
got through, " I said, "for some reason I have
ng:

a month or two." °  And have never un-
deratood 1t.n g0 e atas 'v-u, you would
o give me more details. I can't remember."

This is the first time that I have ever re-
ferred to the fact that the President was o angry
with me last year,

000-000
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March 12, 1940
5115 pam.

he Secretary dictated the et ontalip
the nreaenc of Mr. Bell, Mr. Foley, Dr.
and lire. Klotz.)

Steve Early called me up to say that he just
had a long talk with Loule Johnaon and he thinks
wag a 1ittle unfair to Louls Johnson in what he

od s to
fish or out bait. I said, "Does that mean he's
§0ing to get his sailing orders?" and he said yoo.

This is all in the room.

He sald Louis Johnson said when he does
{0 Amold, hele golng to gov hell from Wooring, but
he, Johnson, 18 going to have a press conference at
9:40 Sonorrow morning and he's £oing to tell the boys

he belleves in the Coordinating Committee; he believes
in vhat Secretary Morgenthau is doing.

d Steve feels that Johnson is a little sore
becauge he days General Brett knows what's going on,
but he does not.,  And Steve says tht if dhiia
£oes through with what he says he's going
Shrough witn, hs thinks T eodid use o 11gtie Sott
s0ap to sweetén him up

d then Watson said, as to these Brewster
tal

ter,
Tola'you T 014 mot ave anyohang o do wigh fhen."

Lo Johnson 13 also going to appear on
the 1T ana testify as to Arnold's testimony
SP%a% the Torengn codsmy’ Tntertering with the
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Dplanes and,on advice {ron the Wnite House,he's
Eoing to g5 down the 1

000-000




|
f
|

145

March 11, 1940
33155 a.m.

unire Frssident phoned. the B
ound he was_in Dr. MeIntyre's ‘\;fﬂu AR

ment for his call, he aske 11 be trans
ferred The following is the Secretary's side

of the convereation:
"George, 1s the President in there?

Well, tell him this -- and I will hold on -- for
what 1% 1g worth, we have just gotten a flash from Copen-
hagen that the Rula},uns and Finns hnva concluded a peace
and ask him 1f that 1s news to

Yes.

You told him, did you?

0. K. Thank you,"

(I'Ml Jr said the President said he"would speak to
me later.®)




lMarch 14, 1940

HI,Jr called the President at ten minutes of
four. 'The President was not available and asked
Pa Watson to inquire whether the President could

dent about, go that when he talked to the President
at 4:30 the President could have an answer for

Jr aaid to General Watson, 'I want to tell
the Predihens shus one Bank of AMGTica has Agy

to the regulations of the Comptroller of the B
and they are announcing it publicly tomorrow. Here's

0_o o
Bell and Foley and present this letter to the Presi-
dent and if he has any questions he could ask them

at time. 11 not take more than fifteen
minutes and this omething that he is vitally in-
terested in. The publicity will break ar want

Jesse Jones tomorrow. The President has wanted this
straightened out for two years and the boys have done
a good Job."

1,77 aleo satd to General Watson:
“Edison and Woodrln? were her:
Edison says that he understands thzlb the 500 000

pounds of powder that the awy were to have_got
from DuPont are back again in the hands of the nuy,
unde tha

that the 800,000 pounds 16 the 600,000 poun

&
Bataon thet e can Go through with the arrangenents
of March 5th anﬂ tell DuPont that they can sell this
to the fglish.
General Watson said he did not remember the
thing at all, whereupon H{,Jr sald: "I have several



emoranda covering this. Would you like to have
nu-v mc ‘are you doing rignt how!

Foon at 4115, what wo
righl: ®ihon T wil1 be- hese 5
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