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THE SECRETARY OF THE TREASURY 7 '
WASHINGTON

January 11, 1338

Iy deer Lr. President:

Upon returning to the office last
night I found that Congressman Patman
has introduced a bill deoing away with
helding companies that own bank stocks.

I have given instructions that a
measage on bank holding companies should
be drawn up, but I feel that I would
like to delay the matter until my re-
turn as I want to malke sure that all
Federal agencies that have to do with
banks are in complete symathy with this
Mmove .

Yours sincerely,

The President,

The White House.
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THE WHITE HOUSE
WASHINGTON

January 18, 1938.

MEMORANDUM FOR
THE SECRETARY OF THE TREASURY

How about f1illing the following
places?

Collector of Customs, Honolulu
Collector of Customs, M is
Collector of Customs, Boston

Collector of Customs, Portland,
Colleotor Internal Revenue, New Orleans
Collector Internal Revenue, Tacoma
Assayer of the Mint, San Franoisoco.

F. D. R.
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January 27, 1938

My dear lir. President:

On Friday, at eleven o'clock,
your Interdepartmental Committee on
Banlting will meet to consider legis-
lation in connection with bank holding
companies.

It has been intimated to me that
Senator Glass would like to sere you and
me 1in connectlon with his introducing a
bill to eliminate bank holdinr companies.
I further understand that he feels it
would be helpful to have you send a mes-
sage to Congress covering this sublect.
We have ready a draft of a messare for

you.

I am taking the liberty of sug-
gesting that you invite Senator CGless
to come and sece you after Cabinet to-
morrow and I would aporeciate an oppor-
tunity to be opresent.

Faithfully yours,

The President, é E ; W

The White House.



THE SECRETARY OF THE TREASURY
WASHINGTON

January 29,1538

MECORAIDUM TO THE FRESIDENT;

The Ways end Means Subcommittee has propesed threa types
of corperation taxation. (1) Corporations with net inecomes of
less than $25,000 would pay normal texss graduated from 12} to
16 percent but no undistributed profits tax, (2) Corperaticns
with net incoues exceeding 325,000 would pay taxes at rates TENg-
ing fram 16 to 20 percent, depending upon the nroportion of their
adjusted net income which 1s distributed in dividends, (3) Clecse-
1y held corporaticns with net ircomes exceeding ¥50,000 would pay
taxes at rates approximating those of the existing law, if they
dlstributed less than &0 percent of their net incones.

The Subccnmittee has estimated that of the 8,500 corpora-
tions whose incomes excead $50,000 not more then 1,500 would fail
to distribute in excess of A0 percent of their net ircaws in a
normal year, The Treasury has not evect figures ss to stockholdings
of this group of corporations, but it is esatimated that around 500
to 1,000 are posaibly closely held within the definition proposed.
A corporation is closely held for this purpose if more than 50
percent in velus of its stock is owned by ope individuel and members
of his femily; or if more than 53 percent ia owned by two or less

individuale, exclusive of their families; 56 percent by three or
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less individuals end so on up te 75 percent by ten or less in-
dividusls,

Congressman MeCormack of Mnssmchusetts ia laading a
vigorous fight sgainst the reecommendstion for the taxation of
¢losely held corporations. Hs is surported by Congressman
Lammeck of Ohio and possibly by Messrs, Boelmne of Indiana, Fuller
of Arkensas, Thampson of Illinois and Robertason of Virginie. The
seven Republican members of the Committes are apparently solidly
againet the proposal for the taxation of closely held companies,
The Democratic membsrs of the Committee have held several meet-
lngs with a view to resolving their differences, Congressman
Vinson believes thut the proposal as to closely held companies ia
absolutely necessary for the protection of the revenues against
surtax avoidance,

A number of wltnesses apreared in the recent public hear-
ings in oppositicn to the Subcommittee!s proposal but none of them
made & very convineing case, The principel argument advanced is
that the special treatment of closely held corporations places the
family businsss at a disadvantage as compared with the larger and
more widely owned corporation. Mr, McCormeck also cites the fact
that many newspapers would fall within the proposal. The principal
answers to Mr. McCormeck'!s arguments are that the ordinary American
corporation over the past ten years has distributed an aversge
well in excesa of TO percent of iis earnings. Consequently, no
corporation need pay the additional tax {f it will make the same

distribution that American corporations do make on the average.



¥oreover, the Subsommittese has recommended thet o elosely hald
eorperetion be allowsd to retain all or any part of its earnings
if th» shareholders will ceonsent to pay tha taxes that would he
dus If the snrnings were Alstributed,

The Treasury hos analyzed sneh of the eames mantloned in
the mublie hearings and Tinds no basis in thes for mugpenting
modifications of the Subsommittes's propossl, Two of the vringipal
casss refearred to by Mr. McCormack and his supporters are thoss of
B, H. Domellsy & Sons Company of Chicago and the Lane Company,
Incorporated of Virginim, Sinee both sopaniss distributed an
average of over 65 percent for the three yesrs 1630-15%6, peither
of them would be subjected to the tax om elosely held campanias if
they continued their pressnt dividend polioy. Morsower,on the
foce of the record neither of them makes any satisfactory showing
of the necessity for retaining large amounts for uss in the busi-
nesss Mr. Donnelley's company had adjusted net incoms in 19%M-1936
of #19,000; $809,000; and $416,000. The Lans Coupany hed odjusted

net Income of 41P0,000; 4157,000; and #1044 ,000.

oo Mgt §)
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\ A FROM; American Erbessy, Paris
DATE: February 2, 1938, 11 a.nm.

\ NO.: 178 o
STRICTLY ColNB@diSkl FOR THE SECRETARY.
In the course of a long conversation Marchandeau
told me lagt night that he wanted to express to me officially
Tfor transmiseion to the American Secretary of the Treasury
his heartiest thanks for the statement of January 27 issued

at the Treasury Department. The Treasury's statement he
Peotiat i o

said had been timed perfectly, and was admirable in tone
ot e T R e L

— ——

and content. The franc flight had been stopped thereby.
=5 —_—————_n,
He paid he had acquired some gold yesterday for the first

— e

time gince he had been ¥inister of Finance,
vt

—
The Minister of Finance went on to say that he regarded

the present Minietry as & transition government. He said
that it was entirely obviocus that if Stalin wanted to do
away with the present Ministry he could do so by having the
French Communiets start a sufficient number of labor
troubles to produce further ocapital flight, The present
Minister of State, Martssard, was trying to arbitrate a
dispute in the northern metal industries which might lead
to & general strike in the north and & evmpathetic strike
in the region of Peris.

The Minister of Finance sald that he did not think the
present would be the time the Communiete would chooee to
push matters to this extreme., The northeagtern part of

France
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France and the Paris suburbg were the only two regions in
France in which Communist influence wag still extremely
Btrong; the rest of the country unquesticnably was in & mood
o work hard and to live m ouiet 11fe., The Qommunists know
that if they et this moment took &n extreme poeition the
country would be against them, and the army, with national
epproval, could crush a general strike. The next Govern-
ment then would probably be further to the Right, perhaps
vith Daladier at the head.

Should the Communists on the other hand decide merely
to make gufficient trouble to continue to frighten the
French capitalists, they could probably bring about further
franc flight and then in view of the ensuing financial
difficulties the fall of the present Government.

END SEOTION ONE.

BULLITT.



THE WHITE HOUSE
WASHINGTON

 SCREEET AL
February 10, 1938.

MEMORANDUM FOR
THE SECRETARY OF THE TREASURY

Will you speak %o me about
this when you are ready?

F. D. R

Suggeeted draft of a Message
to Congress in re bank holding
companles,
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My dear Mr. President:

I attach hereto a description of the guantity and
veriety of freectional currency (shinplasters) which the Trea-
gsury has on hand., Additional amounts are being acquired from
time to time.

Ordinarily the Treesury would destroy this. However,
because of the special value this currency may possibly have as
historieal or eollectors' items, the policy has been adopted of
holding it intect pending further developmenta.

It iz my intention to bring the subject to your notice
agein after the ultimate digpoeition of a1l the "Gold Cases". In
+he meantime I am sdvising you merely ss a metier of interest end
information and not, for the moment, for the purpose of cbtaining
your instructiona.

As of further possible interest, I also attach verlous
samples of this currency.

Paithfully youwrs, _—
) Pl o,
Secre of the Treasury.’

The President, Vi

The White Houaa.

Enclosurea



FRACTIONAL CURRENCY RECEIVED AND HELD IN THE TREASURFR'S QFFICE

Denomination Anount, Pieces

3 cents £.66 22
5 centa 4430 86
10 cents 54.10 541
15 cents 6.15 A1
25 cents 116.50 466
50 cents _164.00 _328

§345.1 L8

Approximately £21,000, face amount, has been received in
the last 17 years. Of this amount, only the above listed items

remain.
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Treasury DEpaaTMENT l

OFFICE oF THE SECRETARY |
WaASHINGTON %1 ||I

March 1, 1938.

Deer Mr. lHelntyre:

The Prepldent nsled that the Secretery
read the enclosed cony of & letter from Mr.
William J. Lavery, ond thet he return it
vhen he had noted its contents. Mr. Morgen-
thau has therefore asleed me to send this
baclk to you now.

Sincerely yours, [_\r’____
P

H. S. Hl'ﬂtz,
Private Secretary,

Mr. Mervin H. McIntyre,
Secroetery to the Preslident,
The White House.

Fnclasure,



Janunry 24, 1938

Nr,
Tederal Heserve Bank
Washington, D. C.

Dear _ 1

I bave been very busy since returning from Washington so have not had the

opportunity to write you before,

Az &8 resume of our last conversation, it is my opinien thet

no permanent good

to the gemeral comditions of this country can come about unless we admit some very
fundemente]l situations, which seem to be generally overlooked; namely!

1. That during the four yemrs of the war thie

country

Jumped ite mechanical efficiency sbout 24 generations;
in other wards, without the addition of mny extrs
plante we could produce far a population approximetely

25,000,000 more than we have today,

2, Let us elso admit that the expreeslon! "There 18 no
such thing ae a saturation point" 4e fellecious. We
8ll know there iz a eaturstion point mat every price levels

3. Let ue proceed to stup remching for lawer price levels
at the expense of man~power houre; 1in other worde,
let¥s stop putting in more and better high~¢peed machinery

to the elimination of human hends,

4. Letfs review certain thinge which we know have happened
with reference to liquidation and to contributions to

general walfaret

(n) We know the Farmer hae been liguidated.

(b) We know the Real Estote mortgage holder

has been ligquidated.

(e) We know the banke have been liguidated,

(4) We know that railroads have been, and are

being liquidated,

(e) We have only to lock at 11,000,000 unemployed
to know that the renk and file have been

ligquidated,

But, finally, do we find any marked axample of the stock=holders being liquidated]

Meny people will tell us that the liquidation of etock~holders has occured om the
stock exchange, but I would suggest that the liguidation of speculatore occurred

on the stock exchange,

Generally speaking, we do not find that the capital structure of the eountry hes
been written down to mctumlities, I mean by thie (and we can teke the automobile
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industry as an example) that an investigation will disclose plant capacity sufficient
to produce scme 8,500,000 mutomobiles. This capecity, together with its eguip-
ment, is capitalized. Byt the probable highest sales obteineble will be less

than 5,000,000 cars. 1 recomrend that the excess capacity be written off Re &
contribution to lower costs] that management stop replacing men by machines, and
face stock=holders with a truthful expression of what conditions are.

You will recall that in the book which I left witk you, the suggestion is made
that our method of selling under partial-peyment plans is very fallacious = that
this type of selling as® conducted in the past simply meant that the purchaser was
mortgaging hie future predicated upon hie ability to hold a job; when the Job was
lost, all of his partial-payment credits were also loets Mr, McCauley of Peclard
just recently has suggested that the automobile companies will not use highe
pressure salesemanship with reference to partial payments. With a plant oapacity
already in excess of sales, We must now face the situation thet the excess will be
largely increased by reason of the more selectivity of sales.

1 wish to draw your attention to one very important phase of the situstion —

that in capital recrganisation, the position of Insurance Companies mast be
safesguarded, It would appear to me that before any governmental agency suggested
s capital recrganization of industry, distinct plane for the gafeguarding of

1ifé Insurance Companies be worked cut. It would seem as though it would be
pecessary for the Government, through a loaning agency, such as R.F.Ca, to make
loans to Insurance Companies on sollaterdl, for the purpose of replacing doubtful
and bad assete] that as long as any Insurance Compeny had such 2 loen, they could
not pay dividends on their policies, and that thoee funds which would ordinarily go
to dlvidends would apply agrinst the loan, for liquidsting purpofes.

These are just broad statements of some of the thingse which we discussed and I hope
we will have the opportunity in a short time to discuss them further. I enticipate
that I shall be in Washington within the next three weeks, I will advise you in
advance so that we may get togethers

Witk very best wishes, bellieve me,

Sincerely yours,

¥illiem J« Lavery

WILIT



THE SECRETARY OF THE TREASURY
WASHINGTON

lMarch 1, 1938 )&UJ‘/‘

My dear lir. President:

I am taking the liberty of
sending you the inclosed article by
Edgar Ansel llowrer.

This article gave me an en-
tirely new angle on Chamberlain's
foreign policy and I thought that
yeu would be interested in reading
liowrer's interoretation of it.

Youre sincerely,

The P:esident,

The White House.
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France Weakened by Move.

It was easy with Poland. Bel-
gium was encouraged to break its
military alliance with France and
refurn to  “complete neutrality”
thereby leaving France intact for
defense, but weakening its striking
arm abroad,

France was encouraged to come
to terms with Italy. And thereby
Yugoslavia was induced to do the
same thing, thus breaking the Lit-
tle Entente. Greece was next re-
stored to a8 German monarch who
almost immediately turned over the
government to the pro-German
military dietator, Marshal John Me-
taxas, Then Rumania was encou-
raged to break with the Little En-
tente in spirit by the complete ex-
pulsion of the Francophile liberal
elements,

At the same time a revolt oc-
curred in Spain against the Popular
Front—a revolt in which man
think British were implicated,

|| Benito Mussolini,

Called Risk to Democracy.
Now not many Britishers realI:.r
like Dictator Josef V, Stalin's Bov-
ernment or international commu-
nism, But few hate both to the
point that to “erush” them they are
willing to risk democracy, and the
British Empire, not to speak of such
trifles as the French republic, Aus-
tria and Czechoslovakia, Many,
perhaps the majority of the British
people, are not willing,

Chamberlain’s plans may fall now
as they bave so far failed in Spain
and China. The dictators are not
remarkable for tact, and they may
try to drive too hard terms, But for
the next few months, Chamberlain
will have a chance to try,

The only comforting element in
the sad situation is that henceforth
the prime minister cannot hide his
designs behind Capt. Eden's ideal-
ism, and must emerge as the appar-
ent partisan of Adolf Hitler and

Some say no British banks dare to
act without the encouragement of
the British government. Britain im-
mediately acted to compel the then |
Premier Leon Blum and the French
to declare “complete neutrality”
while Italy and Germany set about
securing the victory of the rebels.

A rebel vietory would separate
France from Africa, Yet, thanks to
the Soviets and to the democrats
everywhere, the Spanish rebels did
not win immediately, By strange
coincidence the next thing to occur
was the declaration of a wvirtual
Italo-German-Japanese antl-Com-
munist alliance, followed by a Jap-
anese attack on China,

Meanwhile the idealistic Eden was
Innocently defending the collective
idea at Geneva, trying
to the Chinese—as he had explained
to Spanish Republicans—just why
they could not expeet help from the

League of Nations,

The Far Eastern war further
weakened France. F events
reached a climax. Rebel eralis-

simo Francisco Franco was not win-
ning fast enough in Spain, but Pre-
mier Mussolini was showing signs
of exhaustion, which Relchsfuehrer
Hitler used to undermine Austrian
independence.

Chamberiain Reveals Polioy.

France, drugged by pacifism,
worn 'by Internal strife, but con-

[




THE SECRETARY OF THE TREASURY
WASHINGTON
March 3, 1978, . 3 .l-"“w
o N s

My dear Mr, Pregident:

Your letter of February 28th, inviting us
both to attend the service which will be held
at St. John's Church on Friday morning, gzave
me a great deal of pleasure. e well remember
the gimmle end dignified service of lsst year,
end the feeling of confidence and encouragement
which it left with us 2ll.

Flinor and I shall both be present tomorrow

morning at 10:30, and look forward to the meeting
with you and other members of the Administration

et that time.
Faithfully, 1(’/%»

The President,

The Wonite House.



THE WHITE HOUSE
WASHINGTON

-

-soNppetnL’ ¢
March 10, 1938.

MEMORANDUM FOR
THE SECRETARY OF THE TREASURY

Please read and talk
with me about it. I would not
show it to anyone but Magill.

F. D. R.

Letter from Thomas W. Lamont,

23 Wall Street, N. Y. C., with
memorandum on credit policles,
capltal markets, public utilities.
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A THE SECRETARY OF THE TREASURY HiI

W/ 4

\\\}J WASHINGTON

March 16, 1938

My dear Mr. President:

For your confidential infor-
mation, I beg to inform you that we
have sold today another $2,500,000 worth
of gold to Sweden, which makes a total of
#7,500,000 they are keeping on deposit
with us.

Falthfully yours,

The President,

The White House.
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THE SECRETARY OF THE TREASURY | |
WASHINGTON el

March 23, 1938

Xy dear Hr. President:

In view of the fact that twlce
last week you raised the question with me
a8 to the advigability of the United
States Treasury refusing to buy any more
gold, I am taking the liberty of sending
You herewith, for your confidential con-
silderation, a memorandum giving the im-
portant reasons why the Treasury feels
that we should EEE change our gold buying
program at this time.

Faithfully yours,

ey

The Preaident,

The White House.
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March 18, 1938

The effeet of a refusal by the Treasury to buy
foreign gold would be:

The Tripartite Accord would automaticallv be terminated
and its objectives of international economic stnbiIitE be

destroved.

L]
.

(a) A period of wild and chaotie fluctuations in forelgn
exchange rates throughout the world would be ushered in.

(b) World trade would become more speculative in character
and lower in volume.

(e) Exchange controls and clearing agreements would spread
to even more countries in their effort to restore some
stability iIn international currency relationships.

(d) The objectives of our Trade Agreements Program would
be vioclated and our existing trade ggreements hampered.

e value of the world pold holdings -- of which we have

ocne-half -- will be seriously threatened.

=2
-

e

(a) World confidence in gold as a monetary metal and as
a medium of international payments would be severely
shaken. Huge quantities of gold will be dumped on the
London free gold market. It will come from private
hoards, from the holdings of small central banks and
from speeded up gold production throughout the world.

(b) The world would be encouraged to attempt to do with-
out gold, leaving us /and England/ holding the bag,

(e) Gold mining stocks would tumble, with adverse re-
percusslions on leading stock exchanges; & serious crisis
would be precipitated in South Africa and minor crises in
other large gold producing aress.

o] a t.

Stocks of silver, particularly from Indis, would likely
be dumped n the marke

(a) Confidence in the value of silver as well as in the
value of gold will be shaken. People will reason that

1f we refuse to buy gold now, will not silver be next?
We therefore would have to buy large quantities of silver
or see its price bresk.

(el |
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4. Qur price level will fall,

(a) To refuse to buy foreign gold would be a def'lationary
move which, in one stroke, would undo all the efforts of
the Administration to restore recovery and raise the

price level.

5. erm Ita d Japan would be mede stronger by our
refusal to buy foreign gold,

(a) No monetary step that we could take would be more
caleulated to assist those countries. They are the very
countries which have the small gold reserves, compared
with their possible opponents, and hence are &t a serlous
disadvantage in tle event of war. To deprive the demo-
eratic countries of much of the value of their "war-chesth
is to weaken them,

6. The press the world over —- except in Germ: == would be
awfull
a) There 1s not a single important interest in the United

(
States or in the world -- outside of fascist countries -
who would approve such a step.

(b) The absurd sequence of raising the price of gold to
high levels, acquiring half the world's gold supply, and
then throwing the price overboard would be too mueh even
for Administration supporters to swallow quietly,

he United States

:
in ggtergatinggl monetary affairs,

(2) By this step 1t would be taking the lesd in introducing
monetary chaos,




THE WHITE HOUSE | /T
WASHINGTON

STMEPERTINL
April 8, 1938,

MEMORANDUM FOR
THE SECRETARY OF THE TREASURY

Will you speak to me about

this on Sunday?

F. D. R

Memo in re income tax from asutombile
corporations.



THE SECRETARY OF THE TREASURY ; I
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Eny 11, 1928

Ey dear lir. President:

I should like to present the following
suggestion for your conaideration:

That you ereate informally a group of
advisers who will act as your "general atofr"
in deviging mesna and welghing suggestlons from
any sourse te make the new recovery progrem &g
effectivo s poselble, to see thet it 1s ener-
etlioally carmied out and to see that any stab-
1lizling actleon which may later become necessary
ia taken in tine.

For the members of such a group I would
gugireat Hull, Wallace, Iokes, Eccles, Jonas,
Hopkine and myself; nand I would further suggest
that regular meetings be held, say on Tuesdays.

Ag inptances of the sort of problems such
a4 Eroup miht gonaider, the followlng, more or
less pressing at this time, ocour to mei

(1) Is the mensure now before the Houpe
adequate as n recovery program: and if not, in
whnt wey should it be strengthened or supplementedl

{2) What typea of R. F. 0. loans wlll have
the most stimulating immedliate effect and what
posltive effort phould be made to see thnt the
money goea out?

(3) Oan and should Agrlculture take asteps
to epeed up cotton beneflt paymenta?

(4) Can not Agriculture under Bection 32
provide substantinl gquentities of swplus food
for relisf and suppliea of cotton for the W.FP.A.T
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I eite these merely as types of matters
wideh such a group might conslder and follow up
enperzeticelly when a firal declslon 1s mnde by
you.

If this suggestion interests you I should
1ike to have an opportunity to discuss 1t with
you.

Youre sincerely,

The Preaident,
The Wnite Houge.



THE SECRETARY OF THE TREASURY

WASHINGTON | =8 D™
N

May 24, 1938

\ Il-

My dear Mr. President:

I am sending you herewlth two
memoranda.

One 1e from Mies Lonigan, who
epent last week in the field for me
inveatigating unemployment conditions.
I think you will find her report very
interesting.

Second, I am sending you a re-
port from the Federal Surplus Commod-
ities Corporation, showing how much
food they are allocating to Illinois,
Michigan and Ohio.

Iours sincerely, A}ﬂ; /
(ijﬁ\ =
7

The White House.

‘he President,



Mey 23, 1938

To: The Secretary

Fromi .
rom Miss LonlgangL_

What happens to relief families in Cleveland when
food orders are stopped? The answers are varied.

"Bome famllies manage for a while. It's a challenge.
They co baek to relatives who give them n 1little. They pget
eredit at the grocers."

"They tnke 1t. BPBut they take 1t in a way that scares
you. They go into thelr shell.™

"The grocers in poor neighborhoods have been closing
down thelr shops. They say they cannot bear to refuse food
to the famllies if they stay open.”

"Byurplus commodities had to close ite loecal stations he-
cauge the city hnd no money. The workers had to stand in line
for hours at central stations to get commodities. It was the
most awful thing. Sometimes the line was three or four blocks
long. It's bad to have unemployed men gathered together for n
long time like that. They get ugly. I snw one man take four
pounds of butter and I involuntarlly asked him how many children
he had. He saild, 'Nine, and what the hell is that to you.'M

"The gas company is withholding suspensions if the relief
agency gets the notice in time. Familles do not always know

how to make arrangements in time."®
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"One family had been within two months of establishing
residence in Connecticut, but was sent back under the settle-
ment laws. The men worked at Good Will Industrieas to get a
stove, but had no money to have the gas turned on. We can't
decide whether to use thelr money for cold food, or spend 1%
one week to have the gas turned on,"

"Teachers write in that the children atay home from school.
ity doetors demand emergency food orders."

"In our station the families say at three o'clock, 'I have
to go now. If I don't I won't get any food when they throw it
away at the market.' The spoiled and unused food 1s dumped into
the street when the market closes. The workers bring baskets
and bags and take 1t home." (This distriect includes cheap sales-
men, little racketeers and the unskilled labor for the steel
mills. )

"The worst cases are those that Juat stand there and ery
and ery. They're like doge that have been whipped so much they
don't dare to bark., I'd do anything to put a 1ittle fight into
them. We thought of golng down, a group of us, to Presldent
Roosevelt -- not a pressure group or representing anybody but
those who knew the femilies -- and ask him please to restore
Federal relief."”

There ie nothing new in this situation. It has been roing
on, at intervals, since 1935. Its counterpart can be found in

many Stateasa.
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Sources
I talked with WPA executives, heads of rellef agencles,
membere of the Unemployment Compeneation Commission, and

of ficers of the CIO.

The States

The Ohlo legislature was convened in speclal session
May 16th to deal with the latest rellef crisis. They promptly
apnointed an lnvestlcating committee to study relief chiseling
in the cities. The committee was made up chlefly of members
from rural countlies who were gnid to be extremely hostlle to
urban relief. No rellef bill can be passed before June first.

At the last rellef crisis the Chio leglslature aprropriated,
in several bille, about $12,000,000 for state rellef for the
entire year. The League of Munlecipalities 1s asking
§70,000,000 for about half a yeer. The minimum estimate
for Cleveland 1g about a million dollars a month.

The legislature assumed that the eiltles would match
State funds, but the law provided that levies above the bond
limits must be approved by 65 per cent of the population. It
1s not possible to get such aprroval. Ewen families on relief
vote against rellef levies. They have voted for heavy sales
and other taxes which they thought were going to the unemployed.

Now they will not vote more, at lenst not by a 65 per cent vote.

The City
Cleveland has four kinds of ald for the needy. WPA,

city rellef, surplus commodities, and county aid for

translients and unemployables.
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WFPA had 21,000 workers in Cleveland on December 15th,
and 65,000 in mid-May. They had 17,000 arplications of
certified workers on file, of whom 13,000 were employable.
The other 3,500 workers were clasgifled as "employable" by
relief authorities but were not able to work on WPA.

WPA has given to Cleveland one of the highest quotas
in the United States. B8tandards of admlssion to WPA are
very much easier than for relief.

The State audltor is now insisting that WPA, and not
the eity, should make the supplemental npayments to WPA
workers who get extra rellef.

The city now has 25,515 families on dlirect rellef.

On Monday, the 16th, the City Council of Cleveland made
another emergency appropriation of $7%,000. This was
sufficlent to give 7 day food orders to all rellef familles.
The last previocus order had been a 3 day order, glven only
to families with illness or other eritical necessitles. Be-
fore that there had been no food orders, only surnlus
commodities. Rents are paid only in case of evictlons.
Seversl reductione have been made in food budgets.

For several weeks the only relief funds have been
transfers from funds esermarked for sponsors' contributlons
to WPA. The most recent funde were taken from salaries of
street cleaners and other elty workers. The street cleaners
are near-rellef families. They will nromptly appear in new

relief applicatlons.
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Staff workers in relief offices have not been naild
since about April 25th., They are borrowing, selling
insurance, not paying their rent. In some offices there
are no funds for office expenses and the unpald office
workers pay for pencils, paper, paper towels and other

convenlences.

Satellite Cities

The Governor of Chio elso obtalned last spring a
law providing for complete decentralization of relief
for employablea, on a city instead of a county basis.

As a result the metronolitan county of Cuyahoga esdmin-
isters relief through a large number of cltlea, all in
the same industrial zone. In one of the small outlying
citiez a large manufacturing nlant is located. The ecity
hes Just finisghed & million dollar school house, with
swimming pools and shower baths, and a beautiful new City
Hall. It has almost no relief problem. Its unemnloyed
workers live in Cleveland.

Cleveland gets the residual relief load from the
surrounding industrial areas, but has as & tax base only
property within the corporate limite of the ecity itself.
That 18 why the relief problem of the cities 1s incurable.

The County

Under present Ohio law, the county takes cere of non-

residents and unemployables, "paupers".

A great deal of energy ls used by clty and county
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agencies in deeciding who 18 in charge of whom. This would
all be abolisghed under a county-wide syatem.

For exsmnle, a men disabled by tuberculosis whose
cousin gives him a room can get no aid from the county because
he is not & pnuper. The city can pay no rent to relatives.

But if his cousin pute him out and sends him to a cheap rooming
house he can get county =id.

Curiously, county aid in Cuyahoga is now far more generous
than the ecity ald. The voters avproved a 65 per cent levy for
county funds beccuse 1t wes for general administrative expenses,
at the same time that they turned down purely relief levies in
Cleveland. The county is spending more than its budget on
relief. The money ie being taken from hospital and other State
departments.

About half the total expenditure goes to non-residents,
while Cleveland families do not have food.

The county meintains an excellent system of workshops
(very much 1ike the Washington Self-Help Exchange) where workers
(unemployables) repalr county furniture, make clothing, repalr

shoes, provide barbering, and run the house for homeless men.

Surplus Commodities

with the stoppage of food orders, Surplus Commodities
Corporation shipped to Cleveland dry skimmed milk, potatoes,
prunes from the coast, and ten carloads of flour, above the
regular allotments of rice, beans and peas.

Purchases are limited to officlelly declared surpluses of

the Department of Agriculture. The purchased food 1s shipped




to the neareast available distributing center, to save trans-
portation cost. Ownershin of the commodities stays with
FSCC until they are ready for phyeleal distribution.

Physical distribution of surplus commodities is ususlly
a WPA project mssigned to an agent of the FSCC. 1In Cleveland
distribution is by the county and ecity.

Because the city has no money for trucking services
(ebout $1000 a month) the Corporation had to abolieh its retail
outlets, and reestablish g bread line. "I saw fomenting in
that crowd ideas that might make trouble - It's dangerous %o
have men in such a state of mind so close together for a long
time", sald one worker,

Employees have not been pald. The workers have appeared
every day for work, worked overtime, and maintained normal
discinline.

People interested in surplus commodities think an ex-
pansion of comnodities 1s the best possible solution of relief.
"The grocery order 18 dynamite., GCrocers made good". Purchase
of supplemental foods by the county would provide z balanced
tudget. (Social workers are bitterly opposed to commodity
dietribution. )

The velue of commodities distributed in Cuyahoza County
in 1937 was 8U32,000. In the entire State it was #2,1l49, 770,

The ousntity of commodities distributed in Cleveland in
April 1938 was:

Avnless 34,294 bue. Potatoes 1,337,380 1lbs.

Butter 51,597 1lba. Rice 5,707 lbs.

Oranges 139,850 1bs. Value $ 75,451.90
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Toledo

Toledo is much better off than Cleveland. They have not
gtopped rellef. They borrowed some money from the sinking fund,
which Cleveland could not or would not do. They are running
on ceredit. The eity 1s $300,000 in debt. It does not pay its
grocery btllls. Wholesalers carry the loecal procers. The State
suditor in Toledo permits them to spend beyond thelr assets.

The Btate auditor in Cleveland stops expenditures, This may be
part of the Mayor's program.

Toledo le now, however, getting close to the end of its
eredit, The staff in Toledo is still being peid, School-teachers
are gtill hired at thelr basic rate, but paild a percentage of
their salary.

Landlords raised rents generally in Toledo this March., One
specific instance was an inerease of 67 per cent. They will not
even discuss temporary rent reductiona. Tenante in Federal houses
are suffering severely. Agents make no allowance for unemployment
and wlll not even walt for WPA checks. When they moved in the
tenants had sold their stoves andi iceboxes because they didn't
need them. They bought new furniture which the installment
companies take back. When they esre dispossessed they have nothing
to move,.

HOLC is dispossecsing new delinquents, who made their pay-
menta until the factories shut down, The workers want the rules
on foreclosure to be adjusted locally, instead of having each
single case referred to headouarters. Families are using money

needed for food to make HOLC paymenta.
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Employment is eatimanted to have decreased slnce April. The

outlook within industry is extremely unfavorahls,

The expected machine-tooling program did not get under way
in automoblles. There are rumors that the sutomobile show will
be postponed until January, a change wvhich would postpone revival
of employment until the end of the yeer. (The astounding faet is
the total absence of reliable information about the automobile
industry, and the consecuent vower of rumor to affect publiec
feeling.)

lUine workers in the southern counties are on half-time or less.
Flacements in lake shipping sveraze about 50 per eent of a year aro.
Two-thirds of the farm labor in rural counties is on WPA, Farmers
are buying machinery to take their place. The WPA wage-rete is
about twice the farm labor rate.

The WPA assumes that 1ts "statlc losd" after the next re-
covery will be twice as hich as it was in 1937,

"The New Deal has saved CIO." Two-thirds of the CIO workers
are outside the factories. CIOC 1s forming WPA auxiliaries to
organize thelr former merbers now on WPA. WPA officisls are keep-
ing in elose touch with CIO loeal leaders, helping them %o under-
stand reasons for WPA policy, siving them aid in meeting problems
of relief procedures, and helping them prepare material for
relief hearings. CIO members are fully aware of the aid the

administration has given them,

Sabotage
There seems to be no ouestion that powerful forces in in-

dustry are seeking to prolong unempleoyment to defeat elther the
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ﬁew Derl or OIO or unemployment compensation or all of them.
"Normal men in industrial eircles who used to talk frankly about
anything now froth at the mouth -- It's even invaded our homes.
We have had to ask our guests not to diseuss national politiecs --
One of my friends went to Ireland for six months. He eald he had
plenty of time to read the American papers. He even found pro-
paganda in the recipes, remarks about the shortage of foodstuffa
or insinuetions about hizh prices.”

It 18 8t1ll possible, however, that forces ocutslde of industry
may defeat any conscilous or unconsclous sabotage. Commentators
ignore entirely the possible effects of European arme purchases,
the American naval crogram, or the bottom put under deflation
by other government spending. They ignore also the faect that
Henry Ford may cuite suddenly declde to go into volume production,

It would not take the others long to follow.

Violence

There are no outward signs of violence today. Under the
gurface the materials for violence are there, inert, under
terrific pressure, safe unless a matech sets them off.

In the matter of relief Michigan is in far better shape than
Chio or Illinole because three governors, two Democrats and one
Republican, have refused to put politice into relief. If violence

comes, the eruption in Michigan will be far worse than in any

other Btate.
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FEDERAL SURPLUS COMMODITIES CORPORATION

1901 D STREET NwW,

WASHINGTON
4. Q. Baemn, BCRUTasy

May 24, 1938.

MEMORANDIM TO MR. J. W. TAPP
President.

Attached is the schedule of distribution rates for com-
modities now available in Cleveland, Chicago and Detroit,

In checking these recommended quantities with actual
disbursements to relief families, it is reportad by the State
Dirsctors of Distribution for Illinois, Michigan and Ohio that
these quantities are actually being given to approximately 90% of
the families receiving commoditiea.

Some families however are recelving larger quantitiss of
foodatuffs on the recommendation of case workers because of the
exlatence of special need. Likewlse in certain instances soms
families are receiving less than the suggested quantitiss on the
recomnendation of case workers,

Reports from the field indicate that the rates indicated
are generally as large as can reasonably be cared for by recipient
families in view of limited etorage space and inadequate facili-
tiea to tranaport larger quantities of available foodstuffs to
their homes.

The quantities of each food being distributed do not meet
the full requirements of 4 food Budget for an adequate diet at
minimum cost. The complete lack of other resources of many
reciplent families however indicates that any real inereases in
the present distribution rates of the foodatuffs now available
will greatly increass the likelihood that a portion of the com-
modities will be traded for other goods and services to provide
in part other essential rejuirsmenta of the families? budget,
srovision for which is now lacking.

It {8 recommended therefore that conslderation be given
to increasing the type and kinds of foodstuffs availabla for
these families rather than attempting to distribute to them larger
supplies of the commodities now available.

James E. Brickett,
Distribution Officer.




SCHELULE OF QUANTITIES OF COMMODITIES
ISSUED TO VARIOUS SIZE '
FAMILIES DURING ONE MONTH

NAME OF RECIPTENT FAMTLIES
COMMODITY 1 2 Jor 4 50r é 7 & over

Parson Persons  Persons Persone  Persons.

Apples (Fresh) lbs. 12 24 36 48 72
Beans (Dried) lbs. 2 3 5 7

Butter 1bs. 4 & B ]
Cabbage lbs. 10 15 25
Celery 1bs. 10 15 25

Flour (Potato) 1lba, 2 3 5

Flour (Wheat) lbs. 124 24 48

Grapefruit (Fresh)lbs. 15 40
Milk (Dry Skim) 1bs. & 1o
Oranges lbs. 15 40
Peas (Canned) cung A 16
Potatoes (White) 1ba. 20 50
Prunea lbs. g

Rica 1lbs.




THE WHITE HOUSE
WASHINGTON

rd
H|
6/15/38 \

HEMOHANDUM FOF WMISS GRACE TULLY:

As the President hes asked to have
this returned, I expect he wants it for his

private files, don't you?

Hoberta



WORKS PROGRESS ADMINISTRATION

WALMER-JOHMSON DUILDING
170 HEW YORK AVENUE N,

HARRY L. HOPFKINS - kR et

ADM N ISTRATON

June 14, 19%8

Mr. ¥arvin McIntyre
The White House
Weghington, D. C.
Dear Mr, McIntyre:
Mr, Hopkins hes asked me to return the
attached to you.
Very sincerely yours,

e Mt

Mery Van Meter
Secretary

EKC



THE WHITE HOUSE
WASHINGTON

CO——

June 10, 1838,

MEMORANDUK FOR
HON. HARRY L. HOPKINS

F. D. B.



THE SECRETARY OF THE TREASURY
WASBHINGTOMN

June 9, 1938

My dear Mr. President:

I am gending you herewith a
copy of the latest report on the
eltuation in Cleveland.

Sincerely yours,

A

The Preaildent,

The White House.
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June 6, 1938
To: The Secretary

From: Mias Lonigan
i 1
Surplus Commodities in Cleveland,

There has been no increase in the allowance of surplus
commodities made to each relief family, since the financial
erisie in Cleveland relief. The ocuota for surplus foods,
established by the Department of Agriculture, allots to
familiea only a scheduled amount of each commodity, which
ie sunpposed to be extra consumption, ahove thelr normal needs.

If only three or four commodities are supplied, out of
a possible fifteen, the auota for the three or four remain
unchanged. If the normal needs are not supplied by relief
grants, rules of the Department of Agriculture absoclutely
prohlblt inereasing the gquantitites allowed per family. Loeal
relief officilals virtually never make a change in these
quotas, even vhen no rellef orders are igsued,

Mr. Rowley, the very able supervisor of commodity dis-
tribution, estimates that commodities in Cleveland constitute
about § percent of the standerd budget. Less than this is
distributed, 1if fewer commodities have been purchased by the
Cornoration, Cleveland food budgets have been twice reduced
so that they are now 22 percent below Department of Agricul -
ture standards. Surplus commodities make up less than
one=-{ifth of this loss,

Relief families in Cleveland were getting, in the week
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of June first, a double ration of rice and dried beana., Flour
was also being 1ssued immediately, although it was not scheduled
for relense for two or three weeks. Dry skim milk was nat being
distributed because they had not finished packing it, Cenned
peas were 1ln atorage but had not yet been relenmsed for issue

by Federal Surplus,

That week the ecar lead of flour arrived on Wednesday.
Familles who got their supplies early in the week got only
butter, rice, and green beans. They had to come in a second
time for flour. About 25,000 famllies in all receive commodi-
ties. Furnished room families get them too if they can coolk,

After the week is over, there will be practically no
gurplus commodities in etorage in Cleveland. The thirty-day
sunrply waa used up long ago. Warehouses are empty. Boring

and summer surpluses are exhausted.
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FEDERAL RESERVE BANK 5 ‘?¢*
/
OF NEW YORK ey

June 2.&, 1?3’3-

Dear Mr, Secretary:

The largest long-term security flotation during
the past week was the public offering of $60,000,000
Metropolitan Water Distriet of Southern California bonds,
which dealers acquired from the Heconstruction Finsnce
Corporation. The bonds are 4s, due 1946-8B6, were acguired
from the Reconstruct ion Finance Corporation at 107, and
were reoffered to yleld 2.65 to 3.65 per cent. According
to the incomplete reports avallable, the issue was well
received. Other municipal bond awards during the week
totaled about $6,000,000, and corporate 1ssues about
$12,700,000, of which $10,400,000 was Consolidated Gas,
Electric Light and Power Company of Baltimore 3 1/4s of
1968, placed privately, for refunding.

The two offerings to stockholders--$7,800,000 of
Fhilip Morris and Company convertible preferred stock and
40,000,000 Commonwealth Edison Company convertible
debentures--which heve been subject to subscription rights
during the last two or three weeks were terminated this
week, both quoted at substantial premiums and doubtless
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federal Reserve Bank of New York 2 Hon. Henry Morgenthau,Jr.,6/24/38,

almost entirely talken up by stockholders. The success

of these issues, combined with the recent strong advances
in the stock and bond markets, will go a long way toward
eradicating the remaining 111 effects of the last offerings
of this kind, the unsuccessful Pure 0il and Bethlehem Steel
issues last fall.

In the field of short-term financing, the Federal
Home Loan Banks this week sold $41,500,000 of one-year
debentures at a price to yield 0.435 per cent, an issue
which was lmmediately oversubscribed.

Additions hsve been made to the list of prospective
corporate issues in July, so thzt the expected total 1is now
about $225,000,000, of which slightly over half will be new
eapital. The final amount may readily surpass the June
total of $245,000,000.

Yours faithfully,

/s/ Allan Sproul,

Allan Sproul,
First Vice President.

Honorable Henry Morgenthau, Jr.,
Seeretary of the Treasury,
Washington, D. C,



pgp‘./ﬁc—\iuﬁ&{ N :B\A.\“?”}
MU"'QEV\‘H’\A%\ M3f.

TREASURY DEPARTMENT _/ B

WASHINGTON, D. C. 4 ‘prgw

OFFICE OF THE CHIEF
SECRET SERVICE DIVISION

Re Reorganization of Secret Service Division

under the direction of Secretary Morgenthau




TREASURY DEPARTMENT

OFFICE OF THE CHIEF

SECRET SERVICE DIVISION

Memorandum for the Secretary

WASHINGTON, D.C.

July 9, 1938

From the Chief, Secret Service Divisionm.

In compliance with your request there is submitted herewith in-

formation relating to the reorganization of field offices of the Secret

Service Division since you were appointed Secretary of the Treasury.

The foliowing fifteen changes in supervisory positions were made since

Jenuary 1, 1934, as a result of improper conduct, inefficiency or other

causes warranting disciplinary action:

Date

3-1=35

7=-1-35

8~9=35

8-24-35

8-31-35

9-16-35

Name

Action Taken and Basis for Action

AGENTS IN CHARGE

Jervis, Richard L.
Washington, D. C.

Brown, Bert C.
Detroit, Mich.

Straight, Alan G.
New York, N. Y.

McHugh, Edward J.
Buffalo, N. Y.

Rebentish, Adolph
Dallas, Texas.

Ashe, William W.
Los Angeles, Cal.

Relieved in charge White House Detail;
salary reduced $1,000; transferred to
Memphis; drinking.

Removed fram the Service; connection
with "Famous Brands" Corporation and
failure to make proper income tax re-
turns.

Relieved as Agent in Charge; salary re-
duced from $4800 to $3200; transferred
to Detroit office; inefficiency in con-
duct of the office.

Relieved as Agent in Charge; Buffalo
headquarters changed to Syracuse; in-
attention to duty.

Resignation requested; accepted with
pre judice; debts; neglect of duty;
association with women of objection-
able character; false reports.

Resignation requested; accepted with-
out prejudice; drinking.



Date

6-1-36

6-15-36

8-7-36

1-1-37

1-1-37

2-15-37

12-2-37

7=1-38

7-1-38

Name

Smugai, Leo A.
St. Louils, Mo.

Buck, Harry H.
Cincinnati, Ohio.

Boatwright, Grady L.
St. Paul, Minn,

Reidy, James H,
Hartford, Conn,

Morris, Fred'k W.
Newark, N, J.

Bratton, Bartholomew

Baltimore, Md.

Harper, William G.
Cleveland, Ohio.

Kett, John A.
Buffalo, N. Y.

Action Taken and Basis for Action

Relieved as Agent in Charge; in-
efficiency.

Resignation requested; accepted without
prejudice; drinking; assocciation with
questionable women; intimate with crim-
inal.

Transferred to Salt Lake City; alleged
improper investigation of activities
of Department of Justice.

Transferred to Birmingham; not com-
petent as Agent in Charge.

Transferred to New York City; not
fitted for Agent in Chargs.

Transferred to Philadelphia; drinking;
neglect of duty. )

November 26, 1937, was notified services
discontinued December 1, 1937, with
prejudice. December 1, 1937, recommend-
ation made thet resignation be accepted
without prejudice, which was approved;
connection with "Famous Brands" and dis-
regard of Secretary's instructions.

Transferred to New York City; incompetent
ags Agent in Charge.

SUPERVISING AGENTS

Houghton, William H,

Relieved as Supervising Agent; incompetent
to manage large district.

%ok %k

In 1937 the administration of the field work of the Secret Service

Division wes greatly improved through your action in establishing fifteen

Treasury Department enforcement districts of from one to four states under

the control of supervising agents,

Formerly the work of the Secret Service

Division was conducted through thirty—six independent offices directed by



agents in charge located at various points throughout the eccuntry, and
the change to fifteen districts was made because the efficiency of the
thirty-six offices and the degree of cooperation existing between them
were not satisfactory. In addition to the fifteen district headquarters
offices we have established sixteen branch offices in cities which in
the past had no local representative of the Secret Service, and we now
have forty-two branch offices directed by fifteen supervising agents.
Valuable assistance in oonnecfion with the reorganization of field offices
was rendered by Mr., Harold N. Graves, the former Coordinator of the Treas-
ury Department Law-Enforcement Activities. The coordination of the
Treasury Department agencies has been continued by the present Coordinator,
Mr. Elmer L. Irey, with very satisfactory results, and close contact is
now established between the Secret Service Division and other enforcement
agencies of the Treasury Department.

As a part of four reorganization program the official designation
of field representatives has been chenged from Operatives to Agents.
All agents of the Service were given for fhe first time a thorough course
of training in the production of genuine money at the Bureasu of Engraving
And Printing and at the Philedelphia Mint. They were also given an in-
tensive course in law-enforcement and criminal law for a period of two
weeks under the instruction of experienced agents of the Treasury De-
partment Training Section. For the first time in thirty years a con-
ference of all field Supervisory Agents was held in Washington in June
of 1938,

The agents have been trained in the use of firearms by experts

of the U. S. Coast Guard. During the period since January 1, 1934, there



has not been a case in which embarrassment has been caused the Treasury
Department on account of the injury or death of bystanders or of suspects
or defendants through the careless or unjustifiesble use of firearms at
the time raids or arrests were being made,

On July 1, 1937, the supervision of 210 uniformed guards protecting
the immense values at the Treasury Building and the Bureau of Engraving
And Printing was assigned to the Chief of the Secret Service, The ef-
ficiency and appearsnce of this organization has shown a marked improve-
ment. When the Secret Service took over this function, 46 men, or 22%
of the force, were officially qualified by the Coast Guard in the use of
firearms, and at the present time 167 men, or 83-1/3% of the force, are
so qualified.

Through the reorganization an important change in the policy of
the Division was made possible in connection with the notifieation of
and education of the public in reference to dangerous counterfeit notes
in circulation throughout the country, and warning notices are now ex-
tensively used. Heretofore, an extremely limited number of crude warning
notices were issued by the field offices, and slight effort was made by
supervisory agents to instruet the public. Present procedure requires
agents to instruct merchants and bankers in groups, and an intensive
educational campaign has been conducted. It is felt that at the present
time merchants and bank employees are counterfeit conscious to a greater
degree than ever before, and that losses of retailers through the accept-
ance of counterfeits are likely to be materially reducede During the
last three months agents carrying out this new policy called at 104,194

retail stores in New York City and vicinity, displaying to the merchants



specimens of counterfeit notes and leaving an illustrated circular de-
scribing methods to detect counterfeit notes. The agents also conducted
neighborhood meetings at which 20,743 merchants and bank representatives
in New York City were instructed on how to detect counterfeit notes and
the proper action to promptly take to aid the Government in apprehending
the professional passers. During this period approximately 560,000
warning notices describing the principal counterfeit notes in circulation
at that time in New York City and vicinity were distributed through the
cooperation of banks, through personal calls by the agents, and through
our mailing lists. Many letters commenting favorably on the action of
the Department in educating the public have been received. It is planned
to continue the efforts of the Secret Service along this line in order to
ald merchants in better protecting themselves against counterfeit notes
which msy appear in the future.

Below is a stateméﬁt reflecting a favorable trend in the amount of
counterfeit notes in circulation which were surrendered by banks and
other sources during the fiscal years 1934 to 1938, incluéive, and it will

be noted that the losses incurred by the public have been materially re-

duced.
Notes Not in Evidence Coins Not in Evidence
1934 $ 743,046.43 $71,521.78
1935 1,037,784.75 69,745.63
1936 736,223423 67,535.37
1937 519,366.86 67,510,21
1938 378,682,10 50,219,911

In addition to the action taken in connection with the fifteen
Agents in Charge it was also necessary to teke action in reference to
thirty-six employees, and a list is attached reflecting the faets in

these cases. During the period covered it was necessary to separate
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from the Service, for cause, thirty-three enployees, and eighteen were
demoted or transferred. The removal of the supervisory agents and
field agents who were not functioning to advantage, the selection of
new supervising agents who are caspable, the establishment of fifteen
Treasury Department enforcement districts to conduct the field work,
and other changes directed by you have accomplished satisfactory re-
sults,.

The very active and personsl interest evidenced by you in
directing these constructive changes in connection with the reorganizetion
of the Secret Service Division, and the wholehesrted cooperation extended
by you, the Administrative Assistant to the Secretary, and the Coordinator
of ireasury Department Enforcement Activities in reference to the re-
organization and all other matters concerning this Division, made it
possible for the present persomnel of the Division to carry out your
program without difficulty, and also made our work at all times very
pleasant,

Meny of the agents of this Service have strongly expressed their
satisfaction over the many constructive plans that have been inaugurated
and accomplished by you in the Secret Service Division since you became
our Secretary, and I am sure that their expressions reflected the senti-
ment of the entire organization. For the personnel of this Division I
desirs to take this opportunity to express our sincere appreciation for
your earnest efforts and for the consideration which you and your staff

/ZMM (/ZW\

have shown to use.

Chief, Secret Service
/
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Date

1-31-34

2-15-34

2=10=34

1-5-35

2=21-35

11-20-35

3=31-36

3=31-36

6~-11=-36

6-30=3¢

6-30=36

7-30-36

9=17=36

9-30~36

10-2-36

10-15=36

12-31-36

Name

Bell, John B
New York, N. Y.

Connolly, Bermard J.
New York, N. Y.

Russell, Roswell J.
St. Louis, Mo.

Towslee, Alfred C.
Washington, D. C.

Drescher, Geo. C.
Washington, D. C.

Flynn, Joseph, A.P.
Syracuse, N. Y.

Penny, Joseph M.
Dallas, Texas.

Sloan, Herry J.
Los Angeles, Cal.

Goodyear, Vim. P,
Detroit, Mich.

O'Balloran, Wm. F.
New York, N. Y.

Shelhorse, James B.
New York, N. Y.

Tebbutt, Cecil C.
San Francisco,Cal.

Brought, Ira I.
Washington, De Ce

Mounday, LeRoy C.
Albuquerque, N. M.

Wittschen, Otto H.
Cincinnati, Ohio

Schaefer, Cleveland
Cincinnati, Ohio

Mof fett, Preston C.
Bu.ffalo, N. Y.

AGENTS

Action Taken and Basis for Action

Resignation requested; accepted without pre-
judice; misconduct,

Discontinued with prejudice and later resigna-
tion accepted; various charges of misconduct.

Resignation requested; accepted without pre-
Judice; incompetent,

Transferred from White House to Louisville; use
of intoxicating liquore.

Transferred from White House to Washington Dis-
trict Office; use of intoxicating liguor.

Resignation requested; accepted with prejudice;
debts.

Resignation requested;
debtse.

accepted without prejudice;

Resignation requested; accepted without prejudice;

misconduct,.

Resignation requested;
incompetent.

accepted without prejudice;
Discontinued at expiration of appointment; in-
competent.

Resignation requested;
various charges,

accepted without prejudice;

Resignation requested;
drinking.

accepted without prejudice;

Iransferred from White House to Detroit; asleep
on post.

Resignation requested; accepted without prejudice;
drinking and misconduct.

Resignation requested; accepted with prejudice; mis-

conduct; use of liquor and drugs.

hemoved from the Service with prejudice; drinking
and association with questionable women.

Resignation requested; accepted without prejudice;
failure to cooperate with other officers,



Date

1-4=37
R2=13=37

2-28-37

3=1-37
5-17-37
7-22-37

T=29=37

8-R1=37

11-8-37.

1-3-38

3-7-38

4=2=38

4=6=38

6-30-38

1=31=34

Name
Droney, Robert F.
Washington, D. C,

Perry, Roy G.
New Orleans, La.

Booth, Frank Id.
Baltimore, Md,

Almoney, Geo. A.
Baltimore, id.

Hitt, William B.
Baltimore, Md.,

Hare, Alex. P. _
Washington, D, C,

Cooley, Edward L.
Om.aha, Neb.
Kilner, George T.
dJacksanville, Fla.

Rubano, Peter A.
New York, N. Y.

Mahan, Arthw T.
Harrisburg, Pa.

Phillips, Stanley B.
New York, N. Y.

Leibman, Richard E.
New Yark, N. Y,

Brooks, John N.
Washington, D. C.

King, James A.
New York, N. Y.

Campion, Edgar M.
Seranton, Pa,

AGENTS (continued)

Action Taken and Basis for Action

Transferred from Special Detail to Washington
District Office; embroilment with police officer
while on duty,.

Resignation requested; accepted without prejudice;
drinking; debts; and improper conduct while on
White House Detail.

Discontinued without prejudice; debts; worthless
checks,

Iransferred to Newark; borrowing money; activities
unofficial matters; slovenly appearance.

Resignation requested; accepted without prejudice;
incompetent.

Resignation requested; accepted without prejudice;
use of intoxicating liquar.

Resignation requested; accepted without prejudice;
drinking; improper conduct while on Presidential
Detail.

Resignation requested; accepted with prejudice;
drinking; false reports; failure to appear in court.

Transferred to Baltimore 3 careless with contraband.
ITransferred Harrisburg to Pittsburgh; not fitted to
cooperate with others,

Transferred New York City to Philadelphia; in-
efficient.

Resignation requested; accepted without prejudice;

debts; borrowing money and association with criminals,

Resignation requested; accepted without prejudice;
excessive use of intoxicating liquor.

Resignation requested; accepted without prejudice;
incompetent; lack of interest.
CLERKS

Resignation requested; accepted without prejudice;
debts,



Date

2-15=35

1=-10=36

10-6-37

3=15=3"7

Name

Renaud, Edwin E.
Seattle, Wash.

Lemke, Paul
St. Paul, Minn,

Cipriano, Philip
Ios Angeles, Cal.

Shaner, Leon E.

CLERKS (continued)

Action Taken and Basis for Action

Resignation requested; accepted without pre-
judice; drinking and debts.

Resignation requested; accepted without pre-
judice; incompetent.

Resignation requested; accepted without pre-
Judice; incompetent.

CHAUFFEUR

Resignation requested; accepted without pre-
judice; neglect of duty.
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’ THE SECRETARY OF THE TREASURY
WASHINGTON A

July 13, 1938

My dear Mr. President:
I am sending you herewith, for your
information, the following memoranda:

1. Commereial Loans in relation to
Inventorlies - prepaered by Mr.
Haas

2. The Business Situation, week
ending July 9, 1938 - prepared
by Mr. Hsas

3. Reorgenization of Secret Service

under my supervision - prepared
by Chief Wlilson

Faithfully,

AN

The President,

En Route.

Fneclosures.



TREASURY DEPARTMENT
INTER OFFICE COMMUNICATION

carg  July 12, 1938,

m Secretary Morgenthau
rhoM lir, Haae /
2 ;

SubJect: Commercisl loans in relatioen to inventories.

Eummarg

On June 29 a letter was sent by the Treasury to the
presidents of each of the 12 Federal Reserve Banks, asking
each to contact a group of representative banks in his dig-
trict to deternine to what extent the reduction in commer-
clal loane since last October was dye %o the liquidation of
inventories,

The replies indicate the difficulty of determining
wlth any degree of accuracy the reasons for reductions in
loans in individual cases, but nearly all the banks are in
agreement that there has been a liguidation of inventories
slnce last October, and that this has been a factor of
greater or less immortance in the reduction in commercial
loans. Opinions vary as to how much of the reduction has
been due to this factor. Two other factors, the ligulda-
tlon of receilvables and the liquidation of Tinance company
loane, are also mentioned by most banks ae partly resnonsi-
ble for the decline in commercial loans.

It may be noted that the liguldation of receivables
1tself reflects a liouidation of inventories, since a com-
mon way for a merchant or other buyer to stock up with
goode And materials ig to buy on eredit, llquideting his
account when the goods are sold., This fact 1s recognized
by some of the banks; the letter from the Federal Reserve
Bank of New York, for example, says that the reduction in
accounts recelvable "may in faet reoresent = decrease in
inventories in some other stage of the manufacturing and

merchandising nrocege,"



Secretary Morgenthau - 2

A summary of the individusl comments by Federal Reserve
distriets ie given herewith,

Boeton: "It has long been recognized that there wus a
general conformity between the moverents of inventories and
of commerecial bank loane." While certaln oueetions were
ralsed by the banke interviewed, "in the mein the banks con-
ceded that there waes & general correspondence between the
decline in loans and the decline in inventories. ..., What-
ever the gualifieations, 1t seems reasonably certain from
the experience of 1921 and 1938 that commerecial bank loans
end inventoriee follow in a general way the same trends --
both downwerde and upwards -- whether or not with a lag in
inventories may be a debatable auestion,"

New York: "Inventory llouldation, of course, has been
one of the major factors causing reductions in the commerciel
loans of the New York City banks, but lack of data makes it
hazardous for the banks to give anything but the roughest
sort of guess of 1ts exaet influence."”

Another orincipal factor has been a reduction in
accounte receivable, "This reductlon in accounte receivable
may in fact renresent a decrease in inventorlies in some other
etage of the manufacturing and merchandising process,*

In addition .... mogt of the New York City banks inter-
viewed reported that a substantizl part of the reduction in
commercial loans has been due to a reduction in borrowings
by finance companies,"

Philadelphia: "In most inastances 1t does not appear
that the redudtion of inventorles has been a factor of any
unusual significence, although some cases of declinling loans
can be traced directly to inventory liquidation." Other fac-
tors cited are (a) Greatly reduced volume of business: (b)
lower level of prices; (e¢) reduction of recelvables: fd gub-
stantial liouidation of finance company paper; (e) general
apprehension of future develonments,.

Cleveland: "We wrote to fourteen representative banks
for an expression of opinion. .... In the main the oninions
wvoleced by these banks substantiate the statement that the re-
duction in commercial loans reflects a liauidation of inven-

tories,”
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Richmond: A summary of replies from 14 banke whose
losne had been reduced sinee laet October showe that 11 con-
slder inventory liouldetion to have been a factor in the
reduction, although estimates of i1ts importance vary.

Atlenta: "I think 1t 1s undoubtedly true that commercisl
loane have been reduced to a material extent by reason of the
licuidetion of inventories." One banker revorted that inven-
tories of his borrowing cuetomers had declined by 20 percent,
and loans by 17 percent. One banker estimated that ligquida-
tion of inventories accounted for 60 percent of reduction in
commerciel loans; two other bankere in the same clty estlmated
33 1/3 percent and 25 percent, resnectively. Another banker
egtimated that 75 percent of the deeline in loans of his bank
was due to thle cause, while still another attributed preec-
tleally the entire reduction to liculdation of inventorles.

Chicago: "We estimate that possibly 40 to 60 vercent of
the decline in borrowinge from banke has been due to inventory
liguidetion, and that the balance of the decrease hae been
effected through a reductlon in recelvables, plus about 5 per-
cent obtained from new canital issues."

8t., Louls: "In wirtually all instances, officlals of
the banks were of the oninion that there has been a substan-
tisl decresse in inventories of all deseriptions during the
nast seven months., ... The declines in commerciasl loans of the
banke contacted were for the most nart commensurate with the
gmaller inventories carried by the mereantile and industrial
customers. "

Minneapolis: "The summary indicates that the decline in
commercial losns in this district was largely the result of
licuidation of inventories of grain, milling and fuel con-
cerns and that decreeses in advances to finance commanies
were of only slightly less importance. There was also a
materisl reduction in the amount of commerciasl loans result-
ing from the liquidation of accounts and notes receivable
outetending on merchants and manufecturere' books last
October,"

Kanesg City: "Inoulry of approximately a dozen large
banks 1n the Tenth District seems to establish ouite defi-
nitely that the liquidation of inventories since last Cctober
hae been accompanied by a reduction in bank loane. ... Even
where loans have not declined, or where a decline has been
the result of factors other than inventory changes, banks re-
port that specific loans made to carry stocks of goods have
been reduced or eliminated as inventorles were llouldated."
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Dellaa: "Most of the banke interviewed reported that
there had been some decline in commerclal loans which in all
probability represented in part the llguidation of buslness
inventories: however, it should be borne in mind that the
accunmulation of inventories in thies distriet during the fall
of 1935 end the early part of 1937 did not take place to the
extent that 1t did in some other parts of the country ....
We feel, therefore, that the liguldatlon of buslness inven-
tories, other than of a seasonal nature, has had relatively
1ittle effect upon the trend of commercial, industrial and
agricultural loans at reporting banks in this distriet.?

S8an Franclsco: "A majority of the banke state that a
considerable nart of the decrease in loans -- nerhans around
50 percent -- reflects liguidation of atooks."
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THE SECRETARY OF THE TREASURY
WASHINGTON

Beptember 1, 1938

iy dear lr. President:

Pursuant to your recent conversation with
Mr., Magill, I am reporting to you on the progress
which the Treasury Department has made in prepara-
tion for legislation to carry out the proposeals in
your message to Congress of April 25, 1933, for
terminetion of intergovernmental tax exemptions.

The following material for this purpose is
now ready:

l. A draft of leglslation which is brief and
simple in concept and consists of the following
provisions:

a. An amendment to the general defini-
tlcn of grose income in the Revenue
Act to provide expressly that income
recelved from the United States, the
District of Columbia, the States,
Territoriee and their politiecal sub-
divisione, 1e to be taxasble. Thisa
will be the basis for taxation of
salariee of State and local officers
and employees.

b. Additions to the provisions of the
Revenue Act relating to tax-free in-
terest: (1) to make 1t clear that
interest on all bonds issued after
the date of enactment shall be fully
taxable; and (2) to limit the opera-
tion of the existing exemption pro-
vislons with reepect to interest on
bonde of the United States, the Dis-
triet of Columbla, the States, Ter-
ritories and their political subdi-
visions, to bonds issued before the
date of enactment of the new legls-
lation.
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c. A consent permitting the Btates (in-
cluding their political gubdivisions)
to tax income recelved as compensation
for services rendered as an officer or
employee of the United Btates, and in-
come received as interest on obllga-
tions of the United States and its 1in-
setrumentalities.

d. A separability clause which, in addition
to the usual language, provides that the
congent for the States to tax salarles
paid by the United SBtates ghall not op-
erate if any of the provisions for Fed-
eral taxation of State or local salarles
are held unconstitutional. The clause
also provides that the consent for the
States to tax intereet on obligatione of
the United States shall not operate 1if
any of the provisions for taxation of
interest on State or local bonds are held
unconstitutional.

2. An extensive memorandum setting forth the economle
effects of the exlisting tax exemptlons, the ressons for
their eliminstion, and the probable effects of the proposed
leglelation upon Federal and State flscal affalrs.

3. Schedules and other statistical data pertinent to
the ownership and amount of outatanding State, municipal
and Federal bonds.

L. A collection of all the material which has been
written on the subject of tax exemptions in periodlcals,
books, ete.

All of the foregolng material is now ready for use;

and additional supporting data is 1n process of prepara-
tion. We shall be glad to dlscuss any of 1t with you at

your convenlience.
Faithfully, ”’\
|

/_
- T

The White House.
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THE SECRETARY OF THE TREASURY

WASHINGTOMN

September 2, 18358

My dear lr. President:

Last week, when we saw you,
you agked whether 1t was possible,
in case of trouble abroad, for you
to intern vessels of the belliger-
ents.

Mr. Cliphant has furnished me
with the inclosed statement, which
I think covers completely what you
had in mind.

Yours sincerely,

The President,

Hyde Park, New York.

/5 F
ff[tf:
f;_a'm'



Tiﬂ! 50- BecC. 19-1’ U- av Cs

"ihenever the President by proclemation or Executive order declaree
& nationel emergency to exist by reason of actual or threatened war,
insurrection, or invasion, or disturbance or threatened disturbance of
the internetionsl relstions of the United States, the Cecretary of the
Treasury mey make, subject to the approval of the President, rules and
regulations governing the anchorage and movement of any vessel, forelgm
or domestic, in the territorial waters of the United States, may inspect
guch vesgel at any time, place guards thereon, and, if necessary in his
opinion in order to secure such vessels from damage or injury, or to pre-
vent damage or injury to any harbor or waters of the United Stotes, or
to secure the observance of the rights and cbligations of the United States,
may take, by and with the comsent of the President, for such purposes, full
possession and control of such vessel and remove therefrom the officers
and erew thereof and all other persons not specially autherized by him to
go or remain on board thereof.

"Within the territory ond waters of the Canal Zone the Governor of
the Paname Cenal, with the approval of the President, shall exercise ell
the powers conferred by thie section on the Secretery of the Treasury.

(June 15, 1917, ¢. 30, Title II, sec. 1, 40 Stat. 220.)"
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THE SECRETARY OF THE TREASURY |
WARBHINGTOMN

-

September 30, 1938

Uy dear HMr. President:

I am sending you herewith a
confidentlial memorandum of a digeat
of the most recent report on the
Anglo-California Bank.

Needless to say, I am ter-
rifically disturbed at the condltion
of the Bank as shown by this report.

We are proceedingly as rapld-
ly as possible in order to protect
the depositors.

Tl

The President,

The Winite House.



AGLO CALIFCHNIA WATICMNAL BANK,
SAN FRANCISCO, CALIFORNIA.

The following items of criticlsm were referred to in the

letter which is being prepared for the Board of Directore of this bank:

(1) CLASSIFIZD ASSETS:

Approximately $47,000,000.00 of total resources are under
criticiem, which is approximately three and one-half times the amount

of the sound capital etructure.

(2) LOANS AND DISCOUNTS:

Approximately 35% of the total loans is classified slow:
6% doubtful, and .69% loss, making a total of approximately 41% subject
to adverse classification.

Loens to affiliates, officers, directore and their corporations
are sghown as follows: Slow $16,825,508.80; doubtful $3,728,430.27;
loss §$392,539.30. Loeses aggregating $5,576,235.62 have previously been

charged off on these linee.

(3) LARGE LINES:

The examiner has set up twenty large and wholly unwarranted
lines of credit aggregating $40,131,833,68. £10,016,402.49 has previously

been charged off on these lines.

(4) 168 DI R5 AND THEIR TIONS:

These borrowinge aggregate $16,018,518.50, of which $377,951.49

have been previously charged off, leaving a total of $15,640,567.01 in the
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active aspets. These borrowinge are of long standing and the lack of
progress made in improving and reducing this large concemtration is die-

appointing.

(5) ENCESSIVE LOMNE:

Included in thie schedule are: the Dollar Steamship Line,
{:im:nrpcrttnd. LimitM;Fln the scount of §2,800,021.58, and the Herbert
Fleighhacker line aggregating §3,473,442.26, Both of these lines are
of long duration amd the Board wan advised that immediate and decisive

steps should be taken toward the elimination of these fixed violations.

(6) LQWS 70 ZATR'S AFTILIATES:

Thege loans on the date of the examination ageregmted
$15,874,436.01: As & result of unwarranted extensione of credit to the
affiliates the bank has suffered a present total loee of $5,331,784.13
without taking into consideration the income loss suffered by wirtus of
the compromised interest rates on the affiliate loans which averages
lese than 1%. Tnie lose represents approximately 30% of the bank's capital.

(7) BAME'E OWY STOCK HELD AS INVESTUENTS BY ITS OWN AFFILIATES,
. ! BT THE BANE:

oA

0f the 520,000 shares of outstanding cormon chpltal stock,
195,965 shares are held as investments by the bank's own affiliates,
garried on their books st $9,748,836,78 and having a market value of
$3,783,335.00, or a loss of $6,085,501.73; 30,618 shares are owned by a
director's corporation heavily indebted to the bank; 5040 ehares are



I =

rledged by others as collateral to loans, and 1,414 shares are illegally
owned by the bank and are being carried in the investment account beyond
the limitations fixed by law. The total of the foregoing is 233,037 shares,
or approximately 45% of the entire cormon stock issues. The market for
this stock has fluctuated from $8.00 to $33.00 a share, and is now guoted
at §15.00 with no trading activity.

(8) STOCK CF THE AFFILIATED ANGLO FATIOQNAL CCRFORATION HELD

AS INVESTMENTS BY OTHER AFFILIATES, OWNED DIRECTLY

Of the 204,132 ghares of outstanding (lass "A" capital stock,
41,028 shares are held as investmente by bank's own affiliates, carried
on thelr bocke at §1,566,933.30 and having a market velue of $675,539.00
or & loss of $891,394,30; 25,801 shares are owned outright by the bank
at a book velue of $518,522,00 and having & market value of $414,256.00
or a loes of $104,266.00; and 9,968 shares are held as collateral to loans
of others.

The total of the foregoing is 76,827 ghares or 37.66% of the
entire Class "A' stock outstanding,in addition to 100,000 shares of Class
"B" stock cutetanding owned ty the affiliated Consolidated Securities
Company and pledged to secure its indebtedness to the bank. It is carried
on the books of the affiliate at $901,135.66 and 1s claseified therein as
having no value, which is not included in the above mentioned losses.

Ag of the date of the examination, the various affiliates of the
tank have suffered a loss of $7,021,162.03 on their holdings of bank stock

and the Clase "A" stock of the Anglo National Corporation, the major
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portion of which has been cherged off agaicst the undivided profits nccount
of the back by losses taken on the indebtedness of the affiliates to the

baunlc.

(9) HEAT ESTATE LOANS DNOLUDING

0f the total loans §21,155,473.00 or 20.76% is smecured by liems
on real estate in warious forms. Of this mmount 30.56% has been taken
for debts previously contracted; 31.57% im illegal; .27% is non-conforming;
+58% 1p collateraled by real estote mortgages of others; 35.14% 1s conform—
ing, and 1.48% is insored under Title II of the National Housing Act.

With approximately one-third of the total real estete loans,
both in mumber and dollar amount, still mubject to criticiem following
the liberalizaticn,; YW recent amendment of the lawe governing sazey and
the era of generous financing by Federal Loan lgincia‘l} it is iomerative
that this departzent be given ¢loser attention and supervision by the
sansgement with the end in view of inaugurating a more ageressive correc—
tion and collectlon policy on claseified mnd non-conforming loans while
conditions remsin favorable in order that they may be reduced to a minimum.

During the sxamination the personnel of thie department was
completely reorgeniszed and systematized, and the management reports that
cutetanding progress is belng made in both the collection of criticieed

loans and restoration of non-conforming loans to A conforming basis.
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All of the "0Other Real Estate® of the bank has been sold to
the affilinted Progress Mortgage Cospany without any down peyment, and
no future payments have been provided for other than application of the
proceeds me parcels are sold. OF its total nesets, $6,082,712,81 is repre-
gented by mctual real estate owned, and an additional $683,188.10 is
represented by real estete loans whieh, for practical purposes, nre
other resl estate cwned. A definite ond acceptable progras of liguida-
tion mast be consented to or the other real esiate must be trassferred te
that mocount on the books of the berk, eince the present method of handling

the same cannot be construed ms & boma flde sale.

(11) EOND ACCOUNT IN GRERAL!

1t appears that there has been an underlying tendency toward
speculation for profit rather than investment for pafety throughout the
entire Bistery of the bank, This statement is substantiated Iy the
$9,418,524.00 of substanderd investments atill presemnt in the investment

neeount and the remaininy assets of the affilintes.

(12) RONIS
There have been 21 tlocks of stocks and bonds having a book

value of $3,813,467.54 which have bteen 1llegally soquired. Of thie
ampunt $1,983,167.00 is represented by 15 large blocks of stock among
which are included 1,414 shares of the bank's own stock and 24,688 shares

of Olass "AY com=on stock of the affiliated Angle Hetional Corporatiom
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carried at a combined book value of $554,561.00. Stocke of corrorations
in which directore are interested are carried at $243,622.00, of which

$135,186.00 is classlfied ae 8low and $108,036.00 ae loss.

(13) 2QNDS OF DERATARLE LEGALITY:

There are 32 lssues of bonds having & par value of $4,167,500.00,
a book value of $3,816,727.86, and & market value of $3,559,821.36, reveal-
ing & loss of $256,906.50. The past and present practice of dealing in low
grade securitieeshould be discontinued and the tremendous loss talken in the
past ie again referred to in support of thie criticiem. Immediate steps
should be teken toward the early liguidation of all investments of this

natures

(14) ILLEGAL DIVITENDS FAID:
A chronic criticlem and the attention of the directors is again

called to the provision of Section 5204, U.3.R.8., in connection with the
declaration and payment of 1llegal dividends. The combined profit accounts
available for this purpose sggregated $2,988,473.41 while statutory bad

debts alone aggregated $7,300,806.83,

(15)

For record purposes and specially for the information of the
directors, & counlete itemization of all charges to the expense sccount
of the bank is insisted upon which should again be submitted to the direc-

tors for a epecific approval to be recorded in the minmutes.
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It appears that at the time of the stock market cresh an endeavor
was made by President Herbert Fleishhacker to support the market for thias
bank's stock. In order to provide funds for this purvose, there wem placed
in the apsets of the Western American Realty Corporatlon, whoee indebtednese
to the barlk was incressed a like amcunt, two noteg of bank employees having
no financial responsibility as follows: Harry Coe $150,000.00 secured by
3200 ghares of this bank's stock, end & note of E. Alexander for $1850,000.00
secured by 3200 shares of this bank's stock. Om September 24, 1935 the
obligation of the Western American Realty Corporstion to the bank was reduced
$300,000.00 bty transferring the Coe and Alexander notes totaling $300,000.00
to the Progress Mortgage Company, the obligation of which company was
ipcressed a gimilar amount. These notes were later cancelled and the 6,400
ghares of the bank's own stock were placed in the bond eccount at $300,000.00
when its market value was lese than one=half the amount. On December 31, 1936
the Progress Mortgage Company resold this block of stock to the affiliated
Anglo ¥ational Corporation at market and guffered a loss of $146,515.20 on
the transsction, which loss was included in the $1,000,000.00 charge off on

the line of the Progress Mortgage Company on December 28, 1936.

(17) UMDERCAPITALIZATION:

The present ratio of net capital structure to deposit liabilities
18 $1.00 to $14.75. According to the report the pound capital structure is
approximately $6,500,000.00 below requirements, but from the fact that
approximately §39,000,000.00 of assets are clageified "Slow", 1t ie believed

that at least $5,000,000.00 additional should be provided as a protection
against possible losses in this claseification.



A report of these borrowings should be made to the Board of

Directors and record of the receipt of same noted in the minutes.

(19) EEPORTS OF EXauiaTION:

Apparently reports of examination have not been submitted to
the directors for consideration at a regular meeting as required, nor
mention made in the minutes of their receipt. The management has been
repeatedly instructed and advised of the Personal responsibility it 4g

aefuming by refusel to comply with this reguirement.

(20) QFFICE LETTERS:

Important letters from the Comptroller to the Board of Directors
relative to the condition of the bank based pon reports of examination
are gtill not bveing considered by the Board nor being noted in the mimites
a8 required. Prompt steps should be taken to correct thie criticiem in
order that it may be unnecegsary for the examiner to refer to 1t in subse~

quent reports.

(21) EXAIVIIG COM(ITTEE:

The examiner states that reportes of this coomittee are both brief
and meaningless, consisting primarily of the verification of assets
with the assistonce of the Auditing Department., An appralsal should be
made of the loane and discounts which ie of utmost importance since 80
large an aggregate is mibject to adverse criticismm. The directors sliould
keep themselves fully advised of all conditions in connection with each

individual meset now under eriticiem,.
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(22) LOANS TO DIRECTORS AND THEIR CORFORATIONS
L ER W SHES RATES 4

ATH INT

Apparently these loans are not being specially approved by
the Board of Directors as required, Innsoruch as this type of asset
comprises so large a portion of the total volume criticised, the major
Portion of which carry compromised intereat rates, both the loans and
the compromised interest rates should be epecially mpproved by the

Boord and such action noted upon the mimutes.

(23) BOARD OF DIRECTORS AD SUPERVISION:

It is noted that three of your directors, two of whow have
severely criticieed loans in the bank, seldom attend the meetings of
the Board. If these directors are unable or uuwilling to assume their
duties and responsitilities an directors, they should bte replaced by

those who will,

(24) LIABILITIES JIOT SHOWN O THE BOCKS:

Since the previous examination the heirs of the Lazard Estate
obtained a judgment in the spproximate amount of §750,000.00 including
Prineipal, accrued interest ond oosts ageinet President Herbert Fleishhacker
and the bank on the grounds of fraud. In addition to the litigzation just
referred to the lazard heirs brought a second action mgainst President
Herbert Fleishhacker personally in the interest of and in behalf of the
stockholders of the bank, The court rendered & decielon in favor of tha
stockhiolders of the bank in the ageregate mmount of §750,000.00, including

principal, accrued interest and costs.
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You are requested to consider the report of examination and
this letter at a specisl meeting of the Foard celled for this epecific
purpose and to report ian detail over the sigmatures of the attending
mexbers, setting out the corrections effected in each of the criticised
matters and your plans for the complete elimination of the same. Coples
of your reply to this letter should be forwarded to (hief National Bank
Examiner William Prentiss, Jr., and National Eprk Framiner L.H. Bedlacelk,

155 Montgomery Street, Room 1103, San Francisco, California,
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FROPOSAL THAT THE FRENCH GOVERNMENT ESTABLISH IN CANADA AIRPLANE
PLANTS CAPABLE QF CONSTRUCTING SEVERAL THOUSAND PLANES A YEAR,

CLonclugion.

The plan has some advantages but these appear at first
examination to be much outweighed by the disadvantages:

The ible adwvan a £ an a

1. The French Government would have an important source of
supply located three thousand miles away from Germany and

Italy.

2. France might be sble to increase her supply of planes
more rapidly by utilizing trained skilled labor of United
Stetes and Canada. Were France dependent on the putput of
foreign owned plants she might not be able to get as many as
she would wish, and/or the cost might be higher. Wers she
to depend on the United States for supplies, those supplies
might be stopped in time of war by the application of our
"Heutrality Act".

3. It is possible that France might be able to obtain
through borrowing abroad a portion of the foreign exchange
necessary to construct the planta.

B. The valus to France of these advantages is quite uncertain:

l. Inaccessibllity of the plant to foreign bombing planes
would be an advantage only in war tise. But that is the very time
when speed, ease, and certainty of delivery of planes becomes

important. For France to depend on & source of supply in a foreign

country three thousand miles away for so large a proportion of a
vital war need would seem to be unwise from a military point of
view.

(a) Ocean transportation of three thousand miles in war
time has ite hazards; submarines, mines, air attacks,
sabotage, spy activities, etec.

(b) Planes menufactured in Canade would be subject to
asgumptionicontrol by the Canadian (or British) government.
France would be giving another important hostage to Britain.
Canade might decide, in the event of war, that she prefers
not to have within her borders an area which might attract

Hha

b
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the enemy's bombing planes. Wishing to remain "neutral®
Canada might place an embarge on the export of planes to
France. Or in the event of a world war she might decide
she needs all the airplane plant capacity available to
turn out planes needed for her own protection.

All possibilities considered it would seem that despite her
proximity to Germany and ltaly, France would have a more de-
pendable supply of planes in war time were they produced at home.

2. Plents with an cutput of the magnitude proposed would re
quire a large number of trained workers. Where would they come
from? The United S¢ates itself will absorb all available
skilled workers for a long time to come if it embarks on a
large program of its own. In fact, there is probably a scarcity
of that type of labor now. Large plants built in Canada would
greatly accentuate the scarcity, drive up wages still further
and complicate own own plane program. Bgttle necks of all kinds
would develop which would serve only to accentuate price mal-
adjustments here.

France would do better, it would seem,to train her own
personnel and develop & large scale organization at home.

It is possible that France feels she cannot develop a
large scale equipment at home guickly emough, and is afraid to
contract for future purchases in the United States both be-
cause of the Neutrality Act, and because of the possible inter-
ference with production schedule and models by Army and Navy
authorities.

This possible interference with & supply from the United
States constitutes the chief advantage for attempting to
eatablish factories in Canada as against dependence upon the
United States plants. Were the sole altermatives open to
France either United States or Canadian sources of supply,the
latter might be a little more certain so long as the Neutrality
Act remains in force. The lmportance of that disadvantape is
somewhat reduced by the probabllity that the Act will be modified,
or that it would not be permitted to interfere with shipments to
France were France to be attacked.

5. France may be able to finance construction of the plants
through flotation of foreign loans. Whether Americans could
participate directly in such a loan without violating the Johnson
Act is not certain, but even if it be assumed that the foreign
capital for petting up the plants would be forthcoming from
Americans and/or Frenchmen, the chief cost of foreign exchange
would remain. The planes produced would have to be paid for
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with foreign exchange.

The gold holdings of France are alroady deemed low,
and her balance of payments is slready heavily unfavorable.
Ware Fprance to purchase from abroad several thousand planes
a year, the incressed pressure on the franc might easily
be enough to camse it to depreciate much further.

The suggestion has teen made that France would be
able to finance the construction with Fremch capital that
has already left the country (i.e.,-flight capital). This
is doubtful and even were it trus the advantages aceruing
therefrom are not important. Frenchmen who now prefer
to keep their funds outslde of France would probably
hesitate to invest in any securities which could in the
avent of war be very easily ldentified and taken over by
the French Government. In any case, the item of expense
that is most importeant to the Fremch government from the
forelgn exchange aspect 1s the purchase of the planes
and not ths cost of the plants.

C, Other disadvantages of the proposal areg

1. For the French people the venture might invelve a heavy loas.
The expenditure of several billion franes & year at home
(especially when finsnced largely through borrowing) would mean

a substantial increase in employment and business activity. Were,
however, that amount spent abroad unemployment at home would not
decrease and might even incresse. Wuch depends on how the money was
ralsed and on the repercussions on the franc.

2, Far the United States the construction and utilization of
such a large alrplane factory would have some disadvantages
difficult to evaluate.

{a) It would compete with any large program that might
be undertaken by this government, and would add to wage and
price maladjustments in the airplane and allied fields.

(b) Large plants in Cgnada might in the hands of =
victorlous enemy (or of a Great Britain realigned with
Germany or Japan in s desperate attempt to save the Empire)
conatitute a threat to our safety. Possibly, too, important
French plane factories near our border would alightly in-
creasa the danger of our becoming involved in a European war.
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October 17, 1938.

Dear Mr. President:

The events of the past weeks have brought home to all
of us the increasing effectiveness of the forces of asggression.
Since 1931 we have seen, succeeding each other with briefer
and briefer intervals between, the fall of Manchuria and the
invasion of China, the conguest of Ethiopla, fomented unrest
in Latin America and in the Near East, armed intervention in
Epain, the annexation of Austria, and the dismemberment of
Czechoslovakia -- All in seven short years.

Nor can we expect aggression to end there. Japan at
first wanted only Manchuria; then North China; now she will
not be content with less than the whole of China. Italy wanted
only Ethiopia; now she wants control of North Africa. Germany
wanted only equality in armaments, then the remilitarization of
the Rhineland, then Austria, then Czechoslovakiz, now colonies.
The current cleim of an aggressor power is always its last --
untlil the next one.

8o well have the aggressor nations mastered the tactics
of aggression that a victory in one part of the world is follow-
ed by outbursts of aggression elsewhere. Germany's victory in
Czechoslovakis is followed with indecent haste by Polish and
Hungarian demands. Japsn, watching her opportunity, loses no
time 1In attacking Canton, while in Palestine, Arab discontent
is fomented to fever pitch.

We should learn the lesson which the history of the
last seven years has to teach us. Let us not repeat the
short-sighted mistakes of Britain and France. The impact of
the aggressor nations upon Amerlcan life and Ameriecsn interests
has so far, to be sure, been more insidious than overt but it
will be too late if we wait until the effects are obvious.

Who in France as late as 1930 would have dreamt that in less
than a decade that great democratic nation was to become a
second-rate power, shorn of influence in central Europe, de-
pendent upon a grudging and demanding ally for security? Who
would have expected that Great Britain's might would be
challenged in the Mediterranean, that her economic interests
would be brushed aside in China, =2nd that the Premier of England
would hurry to Hitler to plead that he be not tooc demanding or
impatient, and to plead, moreover in humble tones lest the
dictator take umbrage and demand more?
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Let us while we can peacefully do so try to check the
aggressors. Let us not be placed In the position of having to
compound with them. Let it not be necessary for the Preslident
of the United States to fly to Tokyo and in humble manner plead
with the Mikado that he be content with half the Phillippines
rather than wage war for the whole. OSuch a possibility may seem
ridiculous now, but no more ridiculous than Chamberlain's flight
to Berlin would have seemed seven years ago.

In Merch of this year Winston Churchill called upon
England to act, saying "If we do not stand up to the dlctators
now, we shall only prepare the day when we shll have to stand up
to them under far more adverse conditlons. Two years ago it was
safe, three years ago it was easy, and four years ago & mere dis-
patch might have rectified the position... Now the victors are
the vanguished, and those who threw down their arms in the fleld
and sued for an armistice are striding on to world mastery." The
basis for the present humiliation of England was laid in 19831,
when England failed to join the United States in disapproval of
Japanese aggression in Manchuria. The basis of either humiliation
or war for the United States is being laid today by a foreign
poliey that shuts its eyes to aggression and withholds economie
support from those who resist.

I know you are firmly convinced as I am firmly convinced
that the forces of aggression must be stopped. By whom if not by
us? I believe that we are the only country in the world now in a
position to initiate effective steps to stop aggression by peaceful
means. Onece the United States takes the lead in developing an
effective program, democratic forces in all countries -- even those
now submerged in the aggressor nations -- will take heart. In
Englend and in France groups within the government and without will
be stimulated and encouraged to press for parallel action.

To use our great financial strength to help safeguard
future peace for the United States, and to make your "Good Neighbor"
policy really effective, we should introduce at once a program of
peaceful action on two fronts -- in the Far East and in Latin
America. In these two areas we can move most effectively and with
the least complication.

Two opportunities are now before us:

1. n to It 1s yet possible
for such aid to be of decisive help. OGanguine as I desire to be,
I am forced to the view that without substantial financial aid
given promptly the Chinese resistance may soon disintegrate. By
risking little more than the cost of one battleship we can give
renewed vitality and effectiveness to the Chinese. We can do more
than that. By our action we can further the struggle of democracy

against aggression everywhere.
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I am pleading China's cause with a special urgency because
you have on numercus occaslons told me to proceed with proposals
for assistance to China. All my efforts to secure immediate sub-
stantial aid for China have proved of no availl against the adamant
foreign policy of doing nothing which could possibly be objected
to by an aggressor nation. I need not tell you that I respect the
integrity and sincerity of those who hold the belief that a course
of inaction is the right one, but the 1lssues at stake go beyond any
one of us and do not permit me to remain silent. What greater
force for peace could there be than the emergence of a unified China?

2. Ihe extension of dit to La a t
Our neighbors to the south are sorely in need of capital and
commerce to enable them to develop thelr resources free from
forelgn intervention. Unless we assist them they will become a
helpless field for political and economic exploitation by the
aggressor nations. Already some Inrocads have been made in that
direction. Now, after the Munich agreement, we may expect that
Germany, Italy and Japan will become bolder and more effective in
their attempts to establish areas of economic and political sup-
port to the south of us. We can stop that penetration by an
intelligent use of a small proportion of our enormous gold and
silver holdings.

The measures we may adopt can be developed as the specific
occasions requiring assistance may arise. We have several such
occasions before us right now: Brazil, Cuba, Mexico, Peru. The
details of the assistance can be worked out in conjunction with
the representatives of those governments, but it is first neces-
sary that we accept in principle the need for positive action of
this kind as a part of our "Good Nelghbor" policy.

European events of the last month have made me feel more
certain than ever of the wisdom of initiating a positive program
of ssslstance along the lines indicated above. Reports from
China convince me that the need for quick action is urgent.

Sincerely,

Q&/_ﬁ /Mwad“wm

The President,
Hyde Park, N. Y.



Ao i\l Telephone conversation between
" ‘bb Mr. Bolton of Bank of Englend,
)V London and Mr, Enoke of Federal
= Ny Regerve Benk of New York.
i/

November 14, 1938
10:30 A. M,

Bolton: We are heving s rousing time here mas usunl. We have decided to let the
rate frll & little bit. Can't stend up very much longer. One of the
reasons is the Jewleh progrem in Germany, There are s great mumber of
people on the Continent and in England who believe that the Covernment
policy towarde Germany will fsil, There are & great number of persons
who believe the coming by-elections will lead to & Government lose. The
war fears are beglnning to return to Burope. Foreign money is still
leaving London and there is a developnment of large speculative account
too. Hewing lost a very large pert of our resources we have decided to
try and reserve them e little. Can't a“ford to lose $40 to $50 millien
every day. Muet conserve our resources. We feel thet we cen't at any
rate keep the market as quiet and as orderly as we have in the past., We
have shipped about $150,000,000 gold to you snd the fact thet sterline is
aepparently on the down-grade ie sll very dissppointing. We shall do
everything we can to prevent the rate deprecisting. I wanted to tell
you this firet before we do anything. Shell hold the rate above L, 70
today. We ghall put in support at different levels., We shall send you
a full and complete cable tonight,

Enoke Shell we operate against your order?

Bolton: Yes, please.
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of New York / > i
OFFICE CORRESPONDENCE sy A Date: Nov. 15, 1938,

Subject; Telephone Conversa-
To: Confidential Files L tion with Bk, of Eng,

From:L. ¥W. Inoke ; {

I called Bolton at 9:50 this I;Dmin&'. Things were still very
diseppointing, he said. The dollar market had opened at 4.70-1/2; he had sold
$2,000,000 at that figure and snother $2,000,000 at 4.70 and had given
¥1,000,000 worth of gold at firing. Ae the pressure against sterling continued,
they had let the rate drop down to 4,69 and 80ld another $1,000,000 there which
had seemed to help matters. Since then the rate had picked up a little to
about 4,70, His total losses for £old and dollars so far had been about
$11,000,000 compared with total loeses yesterday of E11,000,000,

It was quite apparent from what he heard on the Continent that it was
primarily the Jewlsh question which today was depressing the sterling rate,
Some people were convinced that the British policy of appessement with Germany
had broken down and that as a result thereof a disturbing and anxious politieal
situation was likely to prevail which, of course, would contimue to csuse the
tranefer of capital to the United States. If it weren't for these latest
developments, Bolton seemed to think that they might have been able to hold
sterling between 4,75 and 4,80 but now the expense of holding it there was too
much for them to bear., He asked whether I had eny indicatione as to whether
Waehington was seriously disturbed over this contimied wealmess of the sterling
rate. I replied that I 8imply didn't know, not having been to Washington in
many weeks, but that in my opinion our exporters would very definitely be
disturbed and would almost inevitably press for heaven lmew what kdnd of
legislative measures if sterling continued to drop. Bolten said that they

fully realized all this, but the fund's reserves were getting low and close

to the danger level and if they had to use the gold of the Bank of England
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the maricets would become still more disturbed, He told me wery confidentially
that they were discussing certain restrictions now but that naturally they
didn't want to introduce mny meswaires which would upset the freedom of thelr
marksts, The guestion had been under discussion for many days and they would
probably adept one or two restrictive messures very shortly mhich they hoped
would have no bad effect, They were by now definitely convinced that the
resgon for the weaimess of sterling was of a political nature and that econcmic
resgons at the moment were negligible., They were fully aware, he contimued,
that if sterling deprecisted very much further it would upset the whole
present economic structure and whatever they might decide upon now would be
done only after the most deliberate consideration. However, as fer as thay
could see now, there was no real hope of sterling becoming stronger until
there was & real improvement in the political situation. It was getting
more and more difficult for Chamberlain to carry out his present policy with
Germany and, worse yet, there was a possibility of a political split in England
in case the opposition should contimae to be victoricus at the polls at the
coming by-elections. He was very anxious to discuss the present situation
with me; he said, and keep us as fully posted as he could but had so much to do
Just now that he wusn't entirely fres to call me all the time. I should,
therefore, not hesltate to call him either at the bank or at home whenever
I wanted further informaticn.

As far as the franc was concerned, Bolton thought it wes still fimm

and that Cariguel was still galning though less than yesterday.

LWE; KW
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THE WHITE HOUSE | ’;1 W v
WASHINGTON 7

November 19, 1938,

KEMORANDUM FOR
THE SECRETARY OF THE TREASURY

This is something on whioch
you and I have been giving much
thought. I wish you would read it
pereonally but I would rather at
thies stage that it be not shown to
Herman Oliphant or any other people
except John Hanes. I do not want
it discussed on the outside at all.
We can talk it over when I get baok.

F. D. R.

Suggested supplement to the budget
and budget message which will be
presented for the consideration and
action by this Congrese in re etudy
of a different method of keeping the
naticon'e books.
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THE SECRETARY OF THE TREASURY

e i k' ﬁ /.S p‘

November 22, 1838 v )¢f,¢ﬂ

Hly dear lr. President:

Inclosed herewith I am sending you the
following material which was supplied tc me by
lir., K. P. Chen:

1. Hemorandum on Yunnan-Berma Road

2. HEnuran@um on korth-western
Highway

3. Memorandum on South-western
Transportation Houtes

4. Map of lorth-western and South-
western Trunk Roads

&. HNemorandum on Highway Adminias-
tration in China

€. Menmorandum on Purchases of Equin-
ment and Supplies.

Sincerely yours,

ey

The President,
Warm Springs, Georgia.



WASHINGTON, D.C.
November 18, 1938

—F

Memorandum on _Yunnan-PBurma Road. : K’;K}
f

The Yunnan-Burma Road connectling Kunming, the Capital
of Yunnan, and Lashio, terminus of the Rangoon-Lashio Rallway
in Burma, 1s destined to be one of the most important highways
linking China to a safe foreign seaport and will play a wital
role 1in her struggle for natlional independence. In view of
recent interruption on the Canton-Hankow Railway immediate
utllization of this Road with adequate and efficlent transport-
ation service 1z of paramount importance.

The total length of this Road 1s 1161 Kilometers or about
720 miles. On the Yunnan side the Road measures 975 Kilometers
and on the Burma side 188 Kllometers. The principal cities
through which the Road passes and the distances between them

are as follows:-

Kunming
) 196 )
Tsuyung )
) 2256 )
Slakwan )|
) 204 ) 976 )
Wahyao ) )
) 224 ) )
Lungling ) ) 1161
) 128 ) )
Wanting )
) 186 186 )
Lashio

The entire trip from Kunming to Lashio takes a8lx days.
On Burma side from Wanting westward there is & branch road
passing Nankam to Bahmo with a length of 178 Kilometers.



The Road was bullt on an old earth road by the Provincial
Government with technical and financial asslstance of the
Central Government. Construction work started before the end
of 1937 and completed by the end of August, 1938, with the
exception of a small number of bridges which are temporary
eatructures and will be completely replaced with permanent
bridges before the end of the current year.

The roadbed has a width of 9 meters except 1n places of
heavy stone cutting where the width is only 6 meters. It has
2 macadamized surface of 5 meters in wldth and 10 to 30
centlmeters (4 to 12 inches) in thickness. Although the Road
passes through a very mountainous country maximum slope seldom
exceeds 8% and sharp curves less than 15 meter radius are very
few.

Moat of the bridges are bullt of stone arches having a
carrying capacity of 15 tons. Some are floored with heavy
wooden beams capable of carrying 73 to 10 tons. There are two
modern suspension bridges, one across the Lee-Kiang River and
the other across the Lan-Changklieng River. About 60 out of
164 bridges are temporary structures having a carrying capacity
of 3 tons. By the end of this year when all temporary bridges
are replaced heavy trucks of 5 to 7 tons will be able to
negotiate the entire road without difficulty under any weather
conditions. As there are no ferries to negotiate the wvalume
of traffic on this Road is only limited to the number of motor

trucks available.



WASHINGTON, D.C.
November 18, 1938

Memorandum on North-Western Highway

The North-Western Motor Hlighway commenees from Chungking,
provislonal Capital of China, traverses through the Provinces
of Szechuen, Shensil, Kansu, Sinkleng and terminates at Alma-Ata,
a station on the Russlan Turkey HRallway. Total length of the
Road up to Ill measures 4574 Ellometers. It is considered the
most important ocutlet for the vast North-Western refions of China.

The principal cities through whiech the Road pasaes and the

dlstances between them are as follows:- 1
A
Chungking | g
) 450 Ems. ) /_%/;, 4
Chengtu )
556 ) )
Hanchung ) 4574
) 739 b )
Lanchow )
2829 L )
T11

From Lanchow the line was extended to Sian, Capital of
Shensl Province measuring 753 Kilometers in length and there
connected with the Lunghal Rallway. This line has played an
important role in supplying materials to the fighting forces
on the Northern front. Another line connecting Lanchow,
Tienshul and Fenshisn serving as a shunt line between the
Lenchow-Sian Line and Senin-CGhengtu Road whereby goods may be
transported from Lanchow to Chengtu without passing through Sian.

Reallzing the importance of the North-Western Motor roed

the Central Government has spent considerable amount of money



during the past two years for the improvement of road bed,

road surface and the building of bridges and culverts. Road
surface varies with different sections of the Road - some sections
keep the original hard earth surface, other sections possess
macadam surface and still others stone pavement. On the whole
the road bed and surface are in falrly good condition with
prospect of constant improvement ms time goes on.

Width of the rosd bed also varies in different sections -
narrowest is 4 and widest @ Kilometers. Maximum grade is
standardized at 10% and minimum radius in mountel ns 1s 12 to 15
meters.

All bridges have a load carrying capacity of 7% tons.
There are over-flow bridges and fords on the Lanchow-Atma Ata
section but no ferries. On the sectlon between Lanchow,
Chengtu and Chungking there are twelve ferries, most of which
are beilng replaced by bridges.

Since October 1937 the North-Western Highway Transport
Administration, Ministry of Communications, has been entrustad
with the responsibility of trensporting materials from Hussia
to Central and Western China. The Rusalans dellver their
materials at Lanchow and thence the Administration forward
them to the destlnations. A fleet of 214 trucks and buses
are belng operated on this Road by the Administration. Repalr
shops and gasolene depots are malntalned at main stations along
the Road. Certaln difficultles are experlenced in bringing in

petrols and spare parts.



WIEHIHGTDH, D.C.
November 18, 1938

Memorandum on South-Western Transportation Routes,.

With a view to develop the vast resources in the interior
part of the country and to support the nation-wide warfare in
the front, China has recently completed a network of trunk
highways in the Southwest with the city Chungking as the center
of radiation and the seaports ss the terminuas. Through 1ts
completion, speedy movemsnt on land of passengers and goods to
and from the interior 1s now poesible.

The network in questlon consists of the following EE;:E lines:

o Chungking-Kwelyang-Kunming Line connecting with Kunming
Halphong Railway, or Kunming-Burma Road, 1150 Kms.

2. Chungk1ng;Kwe1ygng-Liuchoﬂ-Hann1n5-changnnnkwan Line
connecting with Indo-China Railway, 1506 Kms.

e Chungiing-Kwelyang-Liuchow-8iying (Kwangchowwan) Line,
1606 Ems.

4. Chungking-&uifu-Kunming Line connecting with Kunming-
Haiphong Railway, or lunming-Burma Road, 1160 Kms.

All these lines are located well in the interior and therefore
are remote from the dangers of war operations.

The roads are bullt, and some of them are belng improved,
according to such standards as to serve 300 to 500 vehicles a
day. The roadbed 1s 7 to 9 meters wide for ordinary soil and
4 to € meters in rocky sections. All the roads are surfaced
with macadam or gravel which has 8 width of 4 to 5 meters and
a thickness of 10 to 30 cm. (4 to 12 inches). The gradient is



limited to 10% and the minimum radius is 12 to 15 meters on
steep hilla. Eridges are bullt of stone, concrete, steel

and mostly timber, with e loading capacity of 74 tons or more.
Perrles are used over wide and deep rivers and can CArry
vehicles across the river at the rate of more than 20 per hour
one wey. Recently, a progrem has been started to replace
several of the ferries with permanent bridges.

Following the improvement of these trunk roads, a Highway
Transporation Administration Bureau was crganized this year
under the Minlstry of Commnications to provide passenger and
frelght traffic service on these roads. The Buresu has in
operation a total of 480 buses and trucks, insufficlent number
limlits its business. At the terminal stations, passengers
walt by hundreds to get tickets in advance, and goods pile up

in the godowns.



Memorandum on! HIGHWAY ADMINISTRATION IN CHINA

Realizing the utmost importance of promoting and co-
ordinating the highway developments in different provinces,
the Chinese Government, in 1932, adopted a progrem of road
control in various provinces by means of financial grant and
technical aid to the Provincial Governments, A Highway Office.
was then established in the National Economiec Couneil., In
December, 1933, in order to handle the much expanded road ac-
tivities, the Highway Office was transformed into the "Bureau
of Roads". The functlon of the Bureau 1s three-fold: first,
to prepare standard engineering specifications and estimates;
secondly, to approve the designe and verify the eatimates sub-
mitted by the provinces so as to allocate the "road-ald" funds;
and thirdly, to supervise and help the construetion or surveylng
work done by the provinces,

In pursuance of this policy and program, China has been
able to bulld new roads at a rate of ten thousand kilometers a
year, and at present she possesses a total length of 120,000
kilometers most of which are bullt by the provinces with the
financial aid of the central government,

After the commencement of the present Sino-Japanese hosti-
lities, as a part of the plan for the reorganization of the
Executive Yuan, the Bureau of Roads under the National Economle
Counecil was consolidated into the New Ministry of Communiecations

and renamed the Bureau of Highways, or literally, "The Directorate
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General of Highways". Working side by side with the Departmenta
in charge of rallways, shipping, commercial aviation and other
means of communications, the Bureau of Highways is now able, in
supervising the conetruction and traffic of national highways,
to co-ordinate its activities with those of other departments.
Unification of traffic regulations, control of bus companles and
trucking services and promotion of road transport in general become
its principel duties and funetions, Hence, the Bureau 1s now or-
ganized into four divisions; the Administrative, the Engineering,
the Traffic, and the Mechanical Divislons. Besldes, there are
supervisory engineers stationed at the provisiocnal capltals or im-
portant clitles, A regular field engineering staff with bridge
labor gange iw also meintained to help the local highway organi-
zatlone in bridge construction or repalr works. Whenever a
speclally cesignated road is to be built or improved by the Bureau,
a Highway Construction Office is formed under its jurisdietion. At
present, the direct line linking up Hanchung of Shensi Province
with Chungking, the provisional capital, is one of the important
roads of such catagory.

S1ince highway transport 1s a new development in China, most
of the provinces are not yet provided with strong organization
for such purpose. As & rule, each province has a highway bureau
of 1ts own, authorized to build the "central-ald" road as well as
provineial roads and to operate bus service thereon, It often

happens that lack of funds and technicians in the Provincea render



the roads idle with no regular traffiec. Under such clircumstances,
the Ministry of Communicatione plcke out a number of trunk roads
of national importance and, by establishing in different reglons
specially authorized bodies called "Highway Transport Adminis-
trationa" it inatitutes traffic operation services and road
maintenance on these roads., Three such Administrations are now

in existence: the North-Western Highway Transport Administration,
the South-Western Highway Transport Administration, and the Yunnan-
Burma Road Tranaport Administration. The lest-named is only in 1its
preparatory stage.

The North-Western Highway Transport Administration 1s in charge
of transport service on the Sian-Lanchow-8in-ein-chah (Sinkiang-
Kansu border) Road, the Sian-Hanchung Road and other roads in North-
West. The South-Western Highway Transport Administration operates
four trunk roads forming a crosse at Kwelyang, namely - Chungking-
Kweilyang, Kwelyang-Liuchow, Kwelyang-Kunming, and Changsha-Kweliyang.
These two transport Administrations are each equipped with a few
hundred automobiles, eervice stationas, repair shops and guest houses
provide the facilitlies. Trade vehicle or provineial car peeses on
"gcentral-operated" roads are under the control of the Administrations,
but the 1ssuing of license is vested in the Bureau of Highways.

In concluelon, it ie to be noted that the Ministry of Communi-
cetions has a firm control on the important trunk roadas, by way
of financiel and technical aild and by direct construction and

operation of trafflc services. Direectly under the Ministry, the



-l

Bureau of Highways assumes the function of planning, supervising
and research while the reglonal transport administrative bodlies
actually operate traffic services and exercise direct control of
the roads., Highway Administration in China is tending to centrali-

zatlon and unification.
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Memorandum on Purchases of Equipment and Supplies

In antlcipation of early successful conclusion of a
loan or credit arrangement which 1s to be applied in making
purchases in thls Country, request was cabled to the Chinese
Government for requisition list. Upon receipt of cable reply
8 brief memorandum was submitted on October 20th. Since then
detalled lists and specifications have been recelved by mail.

A list more in detail is submitted herewith.

For the purpose of concentrating Chinese Government
purchases in this Country and for proper distribution of
Chinese commcdities imported on account of the proposed loan
an Amerlecan Corporation was incorporated in the State of New
York under the style of Universal Trading Corporation.
Authority has been obtalned from the Chinese Government to have
the three members of the present Mission act a3 Chinese Directors.
Appolntment of American Directors will complete the organization
and lnaugurate its work.

While awalting the formalities of approving the proposed
loan 1t 1s thought advisable to go ahead with placing orders
for some of the equipments and supplies most urgently needed.
Negotiations with mamufacturers will take some time and by such
procedure it i1s hoped that by the time the loan is approved
orders may be placed at once without losing any more time.
These purchases are to be negotliated in the name of the new
Corporation and with the unofficial advice and assistance of
the Treasury.

WASHINGTON, D.C.
November 21, 1938



List of Equipments and Materlals to be purchased in U.S.A.

I. Aercplanes, Spare Parts and Gasocline Oila:

10.

11.

100 Ryan STCZ Menaaco (48,

Same type for 50 with Warner Scarat Engine.

60 North America NA4l1 Wasp B83H1

60 Twin Engine Bombing Tralners. Cholce between
Beecheraft 18 and Lockheed 112 with 2 Wasp Junior
8B remodeled from existing commercial types.

150 Seversky P35a Twin Wasp 8CG with additional englne
converalon parts to make 50 convertable P3E5b.

100 Vought SB2ULl Twin Wasp Junlior.
20 Seversky Observation Twin Wasp 5CG.

£0 Eombers. Cholce between Martln 166 and Lockheed
14 GBS with Cyclone G10S5.

6 Beechceraft 17R Whirlwind RO7EES.

2 Heavy Transports. Elther Lockheed 14 Cyclone G105
or second hand Douglas DC2 Cyclone FE2.

One year requirements for aeronautlicael raw materlals
for repairs estimated about US$1,000,000.

Gasoline 011 requirementa:-

74 Octane 2,000,000 Am. Gals.
go " 1,200,000 " "
g7 4,000,000 " "
95 400,000 " "
100 * 400,000 " "
Stanavo 100 120,000 " "

" 120 280,000 " "

Total estimeted cost of the above about US$35, 400, 000.



II. Guns, Rifles and Ammunitions:

1. 200,000 Rifles 7.9
with 1000 rounds of cartridges for each rifle.

2. 15,000 Light Machine (Guns
with 10,000 rounds of cartridges per gun.

3. 5,000 Heavy lachine Cuns,
with 20,000 rounds of cartridges per gun.

4. 360 Pleces Anti-Tank Guna 3.7,
with 2,000 rounds ammunition per gun.

5. 360 Pleces 7.5 Mountain Guns,
with 3,000 rounds ammnition per gun.

8. 500 Pleces 13 mm Anti-Alreraft Guns,
with 3,000 rounds ammunition per gun.

7. Other pguxiliasries and Materials.

Total estimated cost for the above about USE85, 500, 000.



III. Gasolines and 0ils:
1. Gasoline:
a, Aviation: Octane No.B87 1,000,000 Am.Gals.
b. Motor: Detans No.70 30,000,000 " M
2. Diesel 01l:
a. Light 30,000 tons
b. Heavy 6,000 "
Z. Motor 01l:
a. lat Grade SAE 30 450,000 Am.Gals.
b. 1lst Grade SAE 40 600,000 " "
¢. lst Grade SAE 50 750,000 " "
4. Cup Grease 180,000 Am.Gala.
5. Red Engine 01l 800 Tons
6. Marine 011 1,600 Tons
7. Axle D11 800 Tons
8. Engine 011 1,600 Tons
9. Cylinder 01l 800 Tons
10. Kerosene 400 Tons
11. Brake 011 90,000 Am.Gals.
12. Yellow 011 1,400,000 lbs.

Total estimated cost for the above about US$9,510,000.



Iv.

Motor Trucks, Trackors, Repalring Equipment & Oils:

1.
2.
S
4.
6.
E.

3,000 3-ton Trucks.

1,000 6-ton Tractors with Seml-trailers.
Spare Parta.

Spare Tires and tubes.

Repairing Equipment and Materlals.

Paels and Oils:

. G(Gasoline QOctane No.60 15,000,000 Am.Gals.
b. Diesel 01l 10,000 tona.

¢. Imbricating 0il SAE No.30 600,000 Am.Gals.
d. " " " No.40 500,000 % *
a. r " " No.l1ll0 40,000 " W

L. L *® " No.l80 160,000 " *®

g. Grease 200,000 lbs.

Highway engineering materials.
200 Motor Chassis for 01l Tankers.

Totel estimated cost of the above sbout US$L5,400,000.



V.

Trucks, Motor Cycles, Spare Farts and Materlals for
¥ilitary Use;

1. 4880 Units 24-ton Motor Trucks.

2. 50 Unlits Heavy Duty Englneering Trucks.

S 100 Units Light Duty Engineering Trucks.

4, 500 Units Motor Cycles.

5. 10 Units 3F Heavy Repairing Trucks.

E. 40 Unlts 3&F Light Repaliring Trucks.

T. 10 Units 2.5F Supply Trucks.

8. 8pare Parts, Repairing Materlials, etc.

9. Telephone & Wireless Apparatus and Materials.

Total estimated cost of t he above about US§7,780,000.



II.
III.
Iv.

Aeroplanes, Spares, Gasoline: Uvs$ 35,400,000

Guns, Rifles and Ammunitlons: 85, 500, 000
Gasollines and 0Olls: 9, 510,000
Motor Trucks, Tractors, 0lla: 15,400,000

Trucks, Motor Cycles, Spare Parts,
Materials for Military Use: 7,780,000

Us$ 153, 590, 000
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TELEGRAM il

The Biite Hous J
Over private wire.

- WX 11-30=38
The Prestdent, Hushington

Warm Springs.
The ASS0CIATED PRESS reportsi

"By a nation-wide srray of armed force Premier Daladier
to-day quickly broke the 24-hour general strike which ecnstituted
orgenized labor's first big challenge to his govermment and its
sgonomic program,”

The UNITED FRESS presents the following estimates of effect-
iveness of the strike:

Steel and heavy industries, 25 per cent.
Textile industriea, 20 to 30 per cent.
Mines, 30 per cent (with total tle-ups in some reglons),
Rellroads and cother transport, one per cent.
Govermnment funetionaries, four per cent,
Docks and maritime shipplng, 70 to 90 per cent.
Chemical induatry, ten per cent.
Armament factories, neval shipysrds and arsenals,
§ par cent.

Thers waw no serious disorder in Paris but moblle guards clashad
with and dispersed mobs at Lille, Toulouss and other industrial
eities, It i1s reported that miners in the north were returning
to work this afternoon end that more then half of them were back
before the day closed. Hallroads operated normally but the shipping
tle-up was fairly complete, notably at Marselllss and Boulogne.

Dow Jones reports no feellng of tension in Parias. Stocks
wore up and some gapital returned during the day on evidence
of decisive govermment victory. Faris newspepers were crippled
but & few lssued eight-page editions, this being sbout only
surface indicatlion of atrike in capital.

Seoratary Morgentheu.

4 pm
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/Jlllll THE SECRETARY OF THE TREASURY :
: WASHINGTON

December 3, 1938

M

My dear Mr. President:

I find that we no longer give allot-
ments in full for Government subscriptions
up to $5,000. It is now $1,000. There-
fore, I thought it would not be worth your
while to have me carry out your suggestion.

Yourse sincerely,

i

Warm Springe, Georgia.

The President,



T e

THE SECRETARY OF THE TREASURY
WABHINAGTOMN

December 3, 1933,

MEMORANDUM FOR THE PRESIDENT:

I understand that a proposal to lmpose an embargo on
#old imports has been suggested as belng an effective
measure to proteot the poslition of the dollar against
further deprecimtion of eterling currencies. Such a step,
in my opinlon, would in the norsal course of evente have
en effect on the exchange rates exeotly opposite to the
one desired, and in addition would have eonpequances whiech
would increaee the egconomle inetabllity throughout the
world.

An embarge on gold imports would incresse the preassure
ageinst forelgn currensies, During the past eleven months
the demand for dollar exchange exceedsd the supnly arleing
from all international transmetlons other than gold ship-
mante by almost £1,500 million. The means of supnlying the
dollar exchange necessary to satiefy this excess demand
has been the lmportation of gold. S0 far thle year about
£1,500 million of gold has been imnorted.) If the demand
for dollsar exchange continues to be in excess of the supply
and if, further, dollars could not be required by the sale
of gold to the United States, such dollars me are avellsols
on the forelmn exchange market would become more valusble.,
In other words, numerous eurrencles would depreclate atill
further vis-a-vie the dollar. Since there does not seem to
be any immediate prospect of m pubstantisl ghift in the
demand-supply relatlonship for dollare an embargo on the
importe of gold at this time would be & etep in the direction
of aggravating the very condition the proposal seeks to
alleviate.

Furthermcore, the declaration of an embargo on gold
imports would -- quite apart from its politieal revercusslons
both domestlc and forelgn -- constitute a very disturbing
factor in internationsl economic relations. The Tripartite
hecopd mlfht be terminated and the instabllity in exchange
rates would be much lntensified. Grave uncertaintiss with
respect to international monetary and commerciasl metters
would be introduced, the full conaequences of which eannot
be entirely foreseen.



By ourtalling the poesilbllity of employing gold ae a
compensatory mechanlem in the settlement of internatlonal
balsnces, we would be promoting greater relisnce on sub=
stltute devices. The cushioning effect that gold movements
exert on exchange rates would be reduced and still more
countries would resort to clearing lfruamnntn and the more
undeeirable forme of exchange control for the purpose of
narrowing the fluctuations in exchange rates.

Finally, en embargo on gold would desl a blow ta the
pregtipe of gold which now rests almost wholly on its use
ee an internationsl medium of exchange. As a nation
possessling more than half the world's moneiary gold etoek,
and ae the third largest gold producer, we have a vital
interest in the future of gold. In any ocase, any atep
which would help te undermine confidence in gold and endanger
i1ts uee ss an international medlum of exchange should be
taken only with the greateat reluctance.
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THE SECRETARY OF THE TREASURY
WASHINGTOMN %4

December 6, 1938

My dear Mr. President:

I am inclosing herewith a clip-
ping from the financlal page of today's
Herald Tribune.

Please note that in discussing
the Treasury financing they refer to
your Secretary of the Treasury as being
8killful and having aplomb.

Don't you think, Mr. President,
that, considering the source, 1t 1s
time you should worry?

Sincerely,

The President,
The White House.



& SECRETARY OF THE TREASURY

WASHINGTON

OFFICIAL BUSINESS

The President,
The White House

PEMALTY FOR PRIVATE USE TO AVOID
PAYMENT OF POSTAGE,.$200



NEY YOHE HEHALD TRIBUNE - December 6, 1538.




/
THE WHITE HOUSE FJ/ (, )/
WASHINGTON A

December 13, 1938.

MEMORANDUM FOR
THE SECRETARY OF THE TREASURY

Wwill you hold this
confidential memorandum until
we are ready to take it up?

r- n- nl

Yemorandum from the Secreilary of
the Treasury re "Discrimination
by Japan againet U. 5. Commerce” .



THE SECRETARY OF THE TREASURY
WASHINGTON

December 21, 1538

My dear Mr. President:

Bome of the changes which are being pro-
Posed in the Soclal Security Aot involve very
broad future burdens upon the Federal Treasury
and sheould, therefore, be given the most capeful
examination. These matters are now under con-
sideration by the Treasury and I should like to
bring them to your personal attention at ¥our
convenlence.

I hope that in the meantime you will not
commit yourself definitely to any specifie
changes in the present BSoclal Seourity system.

Faithfully yours,
' 4
V) vyt

eoretary- of /fthe Treasu

The Fresident,
The White Houase.
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THE SECRETARY OF THE TREASURY | ‘
WASHINGTO N e

December 30, 1338,

MEMORANDUM FOR THE PRESIDENT;

1 attach a e0py of & letter I have Just written to
the Secretary of War. Since I eannot undertaie to
guarantee the Fremch orders, I am unable to procesd
further in thig matter so long ag Secretary Woodring
maintaing hig present attituda.

ypHef.



December 30, 1938,

Dear Mr. Secretary:

1 am returning herewith JOur memorandum of December 29th
in which you say that ¥ou have instructed the Chief of the
Alr Corps of the United Btates Army to furnish the facilities
leoking towards the purchase of certaln mecret planes by the
French Government. TYou suggent that the secret developments
iavolved in the military mir production be revealed only on
uy assurance of purchase orders that are bona fide, financially
and ntherwise.

I cannot, of gourse, undertake to guarantee the French
orders and I am therefore notifying the President that I am
unable to procesd in this matter in view of the limitations
Jou have imposed.

-“.M.le-

Honorable Harry if. foodring,
Secretary of War.

MCR1kb
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Letter from Sec. of Treasury
To President

Enclosing draft of a bill "To authorize the
Secretary of the Treasury to make certain forelgn
loans, and for other purposea",.

SEE--Sumner Welles folder-Drawer 1--1938



Viil.

IX.

X1,
XI1I.

XIII.

xv,

SOME PERTINEZNT DATA ON RESTARICTIONS ON JAPANEBE TRADE

#

f4

Americen assete in Japan. ng-ﬁ:.?:

Jepaness aseete 1In the United States.
United S8tates inveetmente in China.
Jeprnese bonds listed in U. 8. security merkets.

Janan'es reserve stock of essentlal raw materizl. ’
(Revised estimetes being prepared by (-2, War Dept,)

Jepan's dependence on forelgn eources of supply for
essential raw materisle,

Germany, Italy and Brazll as suppliers of rav moterials
Joapan needs to import.

Bupply of essentlal raw materlsls Jepan must obtain that
might be supplied by Germeny, Italy and Brazil.

Jepan'e totel exports and the share of Japen's exports
taken by!

l) "Tripartite Arrangement" countries
'2) British Dominione and protectorates
E French coloniea

) Dutch colonies
5) Philippinee and Hewail

Totzl exports from the above listed countriee to Japsn,
and the share of their respective exports taken by Japan.

Jepen's total imports and the share coming from the
above countries.

Totel imports of the above countries and the share of
theee lmporte obtalned from Japen.

Totel imports of various countries snd their respective
imports from China in 1936.

China's totel exports in 1936 and Percentage taken by
Various Countries,

Total exports and trede with China, 1936, for Belected
Countries.

J

7
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Table No. I

Eetimate of United States Investments in Japan

ae of December 19, 1937

(1) Direct investments & A0 million

Thege consist vrincipally of inveetmente
of the following compenles:

Genernl lotore

Ford

Standard 011

Tidewater

Mationel Qassh Reglister
One mine in Keorea

(2) Portfolio investments - ectimated at their
market volue, (Par velue - 2150 millioneg) 100 million

Thege ere estimeted to be #3156 million of
Jensnese dollar bonds outstanding. Deducting
bondes held by British and by others; snd allowing
for repurchase by Japnnese we reach the estimate
pf #150 million at per value.

™e #3146 million of Japsneee dollar bonds
putstanding is divided =as follows:

Nationpl Rovernment 8141 million
Munlelipal E?
fovernment puarenteed H
Private corporate 92
(3} Niselonary or philanthrople g - 10 million

(4) Short-term forelgn assets 20 million

Totel 8190 million



&

Table Mo. II

ZSTIMATE OF JAPAN:SE< ASHLTS IN THZ UNITED BTATES
As of December 20, 1937

1. BShort term funde in the Unlted States

(a) Depoeits in the United States 545 million
(b) BEille held for aceount of Japanese 20 "

(Data on the above items are obtained
through confidential reports to the
Federsl Reserve Banks of New York and

San Frenciseo, Almost all of these funcs
ere wlth Japaneee egencles 1n New York. )

(e) Deposits with brokers, dealers, ete. 1 "
(Estimated from the totsl reports of banks,

bankere and dealers who ra?art holdings
under the category of the "Far East“.&

Tatal S66 "

II. BSecuritlies

(a) U. 8. notes and bonds & 25 to 350 '
(b) Direct investments 25 to 50 "
(e) Corporate bonde and stocks 5to 25 "
Total § 55 to 125 "
1II. Merchandise on decks, ehipe, ete. 15 to 30 .
Grand total $li2 to 221 "

The mbove estimates are arrived at with the ald of:

(a) List of subscriptions to Treasury note and bond
1esues of 1936 and 1937 in the confidential f£1les of the

Tressury Department;

(b) Reglstered Government bond holdinge in the files of
the Tressury Depertment;

(¢) TIncome tax returns by Japeanese agencles and by non-
resident allens;



ot

(d) Report of the Degartmnnt of Commerce, who have made
Hﬂmglﬂ studies of some holdings of foreipgn investmente in the
United States;

(e) Zetimated forelgn investmente of Japan in all
countries.

Unfortunately, except for informatlon that the Treasury
aobteing from the reports of banks, brokers end dealers, the
eetimates of Japaneee assets here are little more then intel-
ligent gueeses, We have used all sources availaple that do not
involve going into the fleld and making inquirles from numerous
gources - a program which would doubtless yleld more information.

To obtaln more sccurate informatlion, the qulckest and most
effective way would be to eend at once an Internal Revenue sgent
to each of the Japanese agencles and each of the Japanese firms
which are operating in the Unlted States. A4n examinatlion of
their books will revesl informstion that does not appesr on thelr
income tax returns and that is avellsble to us 1in no other way.
e pelieve that the bulk of Japanese holdings in the United
States would be revealed by such an exemination. However, such

g estep would:

(a) ¥ake a very considerable stir in Jepanese quarters
gnd finenclel circles;

(b) Probably cause the Jepenese to llquldate thelr cash
essets ae qulckly as possible. They could nrobably convert
most of their deposite and bille into sterling in a few hours.

(e) Eave immediste politlcal repercussions.

Our estimates of direct investmente and eecurity hold-
inge of Jepenese in the United Stztes are much larger than

thoee made by the Department of Cormerce. However, in eech
inetance, on the basle of information we have, we belleve our

estimate to more nearly represent the actual eltuation. It
muet be emphasized, however, that there ie no way of getting
the facte short of investigation in the fleld and contect
with some other agencies in Weshington.

Tn eddition to the above holdinge, the Japanese have very
gubstential investmente in the Fhilippine Ielands and in the
Baweiian Islande, We have been unab{a ec far to obtein any
data which will help us to estlmate the amounte Bso invested.
Doubtless there exiet In Weshington some agencles which would
be able to glve us more informetion on thls subject if we have
permiesion to get in touch with people outside the Treseury.



The Far Eastern deposits z8 reported by the New
York egenclee of Japanese banks as of December 22 are

as follows:

Bank of Chosen § 1,035,000
Eank of Talwan 2,082,000
Miteubish!l Bank 816,000
Mitsul Eank 326,000
Sumitomo Bank Ltd, 5,019,000
Yokohama Specle Bk, 30, , 000

TOTAL 545,722,000



(2)

(1)
(%)

Table III.

Estimate of United Btoates Inveatmenta in China

Direct investments (estimeted st pre-8ino-

Japenene-war valueg) !

About 65 percent of the invegtmente are
in Shenghei
Texna Co,
Int. Tel. and Tel.
Mat. Cash Reglater
Btandard 011
¥et. O0ity Bank

Abont 30 percent in Morth China
Leea than 5 percent are in South
China.

T™he dlrect investmente are in the following

Industries:

Manufecturing #10 milllon

Selling
Petroleun Lz
iiscelleneous sl

Tortfolio (par wvalue)

Hukueng reilway losn of 1911
partially in default, secured
partially by ealt revenues.

Investment of Amerlecens who are domiciled
in Chinga

Wheat end cotton loen of 1933
VMiassionary and philanthropie:
b} Catholie socleties 1
e¢) Philsnthrople and

eduncetional inesti-
tutions 14

;ﬂ; Protestant mocletlies 827

Cne-fifth of theee lnvestments are in
Shanphri: the rest are mostly in Southern
China.

€175 million

#

i

7 million

35 million
1,7
Lo - ks



-

(6)

- to Chinege Government. WNo paymentes of principal or in-

L._r‘t

=00 =

Chinese obligetione in defeult (par value

plue poorued intereest) & 35 - Lo millten

Ea; Chicago Bank loan %{ g9
h) Pacific Developmen

loan 2 10
Ec Grend C&nal loan 3/ P
d) Other oblipations of
Chinepe Covernment
to Americen firme 12
8257 - 267
EEre———
en In 101G of ®h m on befween neee vernment an

fontinental and Commerciesl Truet and Sevines of Chicago
Loen at 6 percent for 3 yeare. Mo paymente of prineipel
and interest heve ever been made.

Loan of £5.5 million in 191% by Peeific Development Corm,
terest have been made.

Loan of #0.2 million et verloue dates from Mey 1912 to
June 1921, Entirely in defeult.
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Table IV.
LIST OF JAPANESE DOLLAR BCKDS

1. ©Tmpire of Jepen 30 year 67 percent Sinking Fund Gold Bonde of
1924 dque 1954,

Original dollar issue 8150,000,000 outstanding on Cotober 1,
1936, #112, 785, 900.

Listed on New York Stock Exchange.
Current price - 77-1/4
2. Jeprnese Government Externsl 5% percent Cold Bonds of 1930 due 1965,

Originnl dollar issue £71,000,000 outetanding October 1, 1936,
&G0, #37,000.

Ligted on Yew York Steck Exchange.
Current price = 64-5/8

3. Orientel Development Co. Ltd. FErternsl & percent fold Debenture
Bonds of 1927 due 1953.

grigiﬂal Aollar issue 819,900,000 outatanding Sentemher 9, 1936,
#11,166,000.

Listed on ¥ew ¥ork Stock Exchanpe.
Current nrice - 59

I, Orientsl Development Co. Ltd. External Debenture CGold 5% nercent
Loen of 1978 due 1068,

Criginel dollar iesue #£19,900,000 outetanding October 1936,
214, 267,000. ‘

Listed on Hew ¥York Stock Exchange.

Current price - R§

-

5. Taiwen Elegctric Power Co. Ltd. Forty-year Sinking Fund 5% percent
~ Gold Bonds of 1931 due 1971,

_ Originel dollar issue 822,800,000 outstanding May 1977, #21,968,000.
Listed on New York BStock Exchange. )

Current price = 55-1/4



6. City of Tokyo 54 percent Loan of 1927 due 1961,

. Original dollar issue $20, 640,000 outstanding Septemoer 1936,
$16,914, 000,

Current price - 58-1/U4
7. City of Yokohasma External & percent Gold Loan of 1926 due 1961.

Originsl doller lssue 319,740,000 outstanding September 1936,
$16,573,000.

Current price - 60~-3/U
8. City of Tokyo 5 percent Loan of 1912 due 19-2.

Issued £5,175,000 and 100,EE0,000 francs outstanding September
1936 £3,129,820 and 63,958,500 francs,

Sterling bonds listed on New York Exchange,
Current price - 50-1/8
9. Tokyo Electric Light 6's 1953 loan of 1924.

Original dollar issue 270,000,000 outetanding May 1937
¥55, 327,000,

Lieted on Hew York Stoeck Exchange.
Current price - 60,

10. Shinyeteu Zlectric Power Co. Ltd. Losn of 1928 due 1952 6% percent.
Original dollar issue §7,650,000 outetanding May 1937 %#5,830, 000
Listed on New York Stock Exchange,

Current price - 67

11, Nipron Electrie Power Co. Ltd. Loan of 1928 due 1953 6} percent.
Original dollar lesue $9,000,000 outetanding May 1337 $6,687,000,
Listed on Curb Exchange.

Current price - 63



12, YJ)igawa Llectrlec Power Co. Ltd. Loan of 1925 due 1945 7 percent

Original dollar issue 514,000,000 outstanding May 1
46,155,500 ' g May 1937

Listed on New York Stock Zxchange.
Current price - 73
13. Tokyo Eleetric Power Co. Ltd. Loan of 1925 due 1955 7 percent.

Original dollar issue 315,000,000 outstanding lMsy 1937
$3,057,500,

Listed on New York Btock Exchange.
Current price - 68

14, Orest Consolideted Electric Power Co. Ltd., external firet and
general mortgace sinking fund gold 6% percent loan of 1925 due 1950

Original dollar isesue §13,500,000 outstanding $6,905,000
vay 1937,

Listed on New York Btock Exchange
Current price - 67

15. Greet Consolidated Electric Power Co. Ltd. externsl firet
mortgage sinking fund gold 7 percent loan of 1924 due 19,

Original dollar iseue $15,000,000 outstanding $6,447,000
Mey 1937.

Listed on New York Stock Exchange

Current price - 73



Table V

Colonel Strong (War Department, (—2) states that
preliminary figures on current stocks now being pre-
pared will be ready about Jamiary l5th.



Baw Materiasls

Table VI.

JAPAN'S DEFENDENCE ON FORSIGN SOUHCES OF BUPFLY
FOR BPECIFIED EBSENTIAL RAW MATERLALB

Estimated Percentege of
Peace-Time Consumption
1935-36 which was Imported
From Countriee other than

KajJor Buppliers and
Percentapge of Importe
Supplied

Manchuria

1., Petroleum 90+
2. Rubber lood
3. Pig iron 2n4
L, cCopper kot
5. Leed 204
6. Tin Tos
7. Aluminum B0%
8. Zinc BO
9. HNickel loos
10. Antimony 957
11. Molybdenum 907
12. Tungsten

13. Quick allver 100%
1%, Chemical fertilizers ']

United Stetes ]
Netherland Indie 253
British Borneo A
Streit Settlements 337
Netherlend India  33%

Eritish India B0
United States Q&%
Canada iy
British India 1k
United Stetes 10%
Streit Settlements 58%
China 2o,
Hong Kong 15%
Canada 13%
Bwitzerland 17%
Canada 33%
Australis 3%%
United States 20%
Canada 1

British India

China 1

L’Eexico_i.a"

United States 1/

China 1/

Spain %f

Italy I/

Germany To::

United States 25%



15.

15,

LT

13.
20.

21.

2e.

ok,

25.
26,

Dye Btuffs

Lumber and wood vpulp

Iron ore

Scrapy lron
Steel

Cotton

Vool

Cadmium

langenese Ore

Molybdenun
Asbestos

Fhosphate rock

280%

E5%

95%
90%

0%

907
95%

Germany 1
United STates 1/

Canade 1

United States 1/

Bweden 1

Norway 1/

British lalays 1

China ”f
Australia

FPhilippines

United States 80%

United Stotes lf

United Stetes bl
British Indis 376
Egypt b
Australis T3%
New Zealsnd Q<
U.S.8.R. L/

Brazil

British India

Africa

United Stetee ;}

Canada 1/
Egypt 30%
United States 254,

Straites SBettlements 153

1/ Chief supplying countries; have not yet been able to obtaln informe-
tion with respect to the proportion of her imports Jepan obteins
from indicated countries.

2/ A plent able to produce 300 to 400 tone of nickel annually wee

reported ready to begln operations in Jepen in April 1937.

3/ North China end Brazil are now important sourcee of supply.
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Table VIII (a)

Brasil - Bxport or import surplus of raw materials in 1936

_{In_thousands of dollars converted from milreis at $.0587€8)

Commodity : Import surplus

Export surplus

Bubber pnd menufnctures

Copper and alloys 2,250
Chemicala and pharmaceutics 9,799
Dye stuffs 2,375
Timber

Weod pulp 3,906
Iron and ateel 6,5
Steel manufnctures 23,0
Cotton, raw

Wool

2,522

52,670




Table VIII (b)

Geraany - Bxport or import surplus of raw nateriale in 1936

{In thousands of dollars converted from relchsuarks at $.40297)

Commodity

Petroleun
Rubber
Pig iron

Copper ore
Lead ore

Tin ore

Aluninum ore
Zinc cre
lickel ore

Antimony ore

Molybdenum ore
Tungsaten

Cuirk ellver (sslts)
Chemicnl fertilizers
Dye stuffs

Iumber and wood pulp
Iron ore
Screp iron

Steel
Cotton
ool

H

562

g,084
1,838
2,969

6,731
V31
4,717

o
3.u28

90,311
71,378

238
LTl
{1222

145,181




Table VIII (c)

Italy - Export or import surplus of raw materials in 1936

Commodity

Petroleun
Fubber

Copper

Legd ore
Tin and slloys
Alominum

Zine ore
Hickel
Quickallver

Chemicel fertilizers
Dye stuffs
Wood and wood pulp

Iren ore and pyrites
Serap iron and steel
Steal

Cotton
Vool

Import surplus

(In thousends of dollers converted from lires at $.072916)

Export surplue

1,663
E-EIT
14,839
1,515
3,525

2,728

BES
1,903
35,619

30

32,702
10,627

806

2,671

Les
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JAPAN'S TOTAL EXPORTS IN 1936, AND PERCENTAGE
TAKEN BY VARICUS CCUNTRIES

Table IX

Japen's Totel Exporte in 1936 - 2,693 million yen (8

Percent of total
(Millione of yen) Japanese exports

1. Japan's exports to Tripartite arrangement countries:

United States EER 22.0
United Kingdom 147 5-2
France 43 1,
SBwitzerland 838 .03
Netherlands 12 .6
Belgium 1 .6
Total 816 30.33

2, Japan's exporte to Eritleh Dominlonsand protectorates:

Indinm 273 10.1
Australia 9 2.6
Hong Kong hE 2.2
New Zealand 17 B
British Malaya 61 2.3
Canada 15 .5
Egypt L 1 2
Union of 5. Africa L . 38
Cthere _86 3.2
Totael 669 2. 8

3. Japan's exporte to French cclonles:

French Morocco 21 .8
Other French colonles 14 :
Totel French colonles 35 1.3
4. Jepan's exports to Dutch colonles:
Neth. East Indies 129 h.8
Other Dutch colonies _b6 e
Total Duteh colonlies 135 5.0
5. Japan's exports to
Philippine Islands B2 1.9
Hawail 9 -3

6. Japan'e exports to:

Germany BE 1.3
Italy ol
Brazil 9 3



Table No. X

Total exports of various countries
and thelr respective exporte to Japan in 1936

(Millions of native currency)

:(Millions of United:
States doLlars) i popoens

Country  motal qutﬂ Exportas : of total

e e TN U‘mmqr_ t REpoes Japan n::pa_r_t_n_; J i _L_
United States Dollar 2,453 204 2,453 Pol 8.3
United Kingdom Pound st. 1.1 a.‘r 2,&31 18 iy
France Franc 15.2211 8 gis 5 +H
Switzerland Frane Bg2 12 266 I 1.5
Netherlands Florin ';'HE 1 hgo 1 .2
Belgium Franc 19,72 146 647 5 o7
India Bupes 1,805 272 677 102 15.1
kastralia A pound 129.3 10.1 Fl12 Lo 7.8
Hong Kong Dollar 351 18 111 b Selt
Hew Zealand H. Z. pound 56.8 1.6 227 B 2.5
British Ualaya Dollar b2g g 366 28 1.7
Canada Dollar 1,015 20 1,01k 20 2.0
Union of South

Africa 5. A. pound 112.9 2.4 555 12 2,0
Egypt E. pound 33.0 2.5 168 13 7.7
Philippine Islands  Peso 273 17 137 9 6.6
lietherlands East

Indies Guilder 552 30 32; 19 5.3
French Morocco Franc 807 3 2 .
Germany Heichemark 4,758 75 1,921 30 1.6
Italy lire E.ltﬁll 15 308 il 3
Brasil Milreis 895 210 288 12 4,2

fﬂam Department, Division of Hesearch and Statistics.

Decembar 21, 1937.
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Table XI.

JAPAN'S TOTAL INPORTS IN 1986 AND PEHCENTAGE

TAKEN BY VARICUS

Total Imports in 1336, - 2,764 million yen

Importe from:

United Stetes
United Kingdom
France
Switrerland
Metherlands

Britieh Dominions:
India
Australia
Hong Kong
New Zealand
British Melaya
Canadsa
Egypt
Union of Bouth Africe
Othersa

French Colonles!
French Morocco

Others

Fhiliprnine Islands

Heawail

Dutech Colonles:
Netherland East Indies
Other Dutech Colonies
Germany
Italy

Erazil

847
73
20
14

2

275
182

3
22

B0

i

a3
51

1
25

36

114

gt

k7

olNTRIES

-

Percent

30.0
2.6

o=

-
-

=
ot

H HMrn
aE-JooaH oo

- & w



Table XII

TOTAL IMPORTS OF VARIOUS COUNTRIES
AND THEIR RESPECTIVE IMPORTS FROM JAPAN IN 1936

illions of United:

e (X =
- ; (i111ons of native ““;'”“"i']': States doll&r‘ﬂg et
ountry : ' Potal -+ Li@pOTts: Total & <mports : of
: Currency : i from : ! from :
A : imports ! Japan : lmports A -t :Tﬂtii_
United Btates Dollar 2,119 17z 2,419 172 7.1
United Kingdom Pound 848, 9 E.s 4,220 9 1.2
France Frane 25,398 19 1,553 12 -8
Bwitzerland Franc 1,266 8 382 2 .5
Netherlands Florin 1,017 7 ohb E .8
Belgium Franc 21,098 111 71k .6
India Rupee 1,261 21& L73 g1 17.1
Australia Pound 87.2 .8 L33 24 5.?
Hong Kong Dollar ua& 58 1 18 12.
New Zealand N.Z. pound sl 1.3 17 5 2.8
British Malaya Dollar 08 3£ 296 13 6.4
Canada Dollar 15 634 e
Union of South
Africa S.A. pound 86.3 3.1 Loy 15 2.5
Egypt E. pound 31.5 2.8 161 11 .8
Philippine
Islands Peso 202 27 101 14 13.9
Netherlands
East Indles Guilder 282 7 182 he 26.4
French Morocco Franc 1,207 12 T4 8 10.8
Germany Relchsmark 4,218 2l 1,700 10 .6
Italy Lire E,ggu 15 37 1 o2
,269 50 251 3 1.8

.2 Brazil Hilreis




Table XIII

Totel imports of warious countries
end thelr respective imports from China in 1936

(¥illions of native currency)

t(Millions of Thited:

E . 1 . . . Percent
BoReAry: ; P ogotel | THPOTtE ! g0 Imports oy w1
{ QCurrency ' 4 e, from imports ' from i
I : ! _Chins {: China ! —

Tmited States Dollar 2,19 T 2,lng T 1.1
Tnited Kingdom Pound ghg,o 7.6 4 220 18 .9
France Frene 25,398 224 1,553 1k .8
Switzerlend Preoac 1,266 7 182 2 +5
Wetherlands Florin 1,07 g (1 5 .8
Belgium Franc 21,098 Y 71k 2 .3
India Fupee 1,261 16 b73 [ 1.3
Justralia Pound 87.2 hﬁi 3 i g
Fong Kong Tollar uEE 152 143 Lz 33.
Yew Zealand ¥W. Z. pound " | 176 1 .
British Mslaya Dollar 508 296
Canada Tollar 635 b 634 L .6
Umion of Seuth

Africa S, A. pound B6.3 Lok -
Egynt 2. pound 31.5 161 1 .6
Philippine Islands Peso 202 ] 101 3 3.0
Wetherlands East

Indies Guilder 282 [ 182 L 2.2
French Moreces Frane 1,207 64 4 4 5.4
Germony Reichsnark L, 8 11k 1,700 113 2.7
Italy Lire 29911 2l L37 2 .5
Brazil Milreis , 269 4 251 0.2 .1

Tressury Department, Division of Research and Statistics.

December 20, 1937.



Table XIV

CHINA'S TOTAL EXPORTS8 IN 1936, AND PERCENTAGE
TAKEN BY VARIOUS COUNTRIES

(Millions of Yuan)

! Val : Percent of total
e Chinese exports

Total exportes 312.6 100.0
Exports to:
United States 82.4 26. 4
United Kingdom 28.7 ﬁ.e
France 13.4 .3
gwitzerland o g .03
Netherlands T:3 2.3
Belgium 2.8 .9
Total 134.7 43,1
Eritish dominicone and protectorates:
India 8.3 2.7
Australia 2.7 -9
Hong Kong 47.1 15.1
New Zealand .- e b
British Malaya 6.9 2.2
Canada E.g i 5
Egypt 1. .5
Unien of South Africa .6 .2
Others .3 1.0
Total 72.8 23.3
French colonles:
French Moroceco E.ﬂ 1.6
Indo China AL 1.4
Others 1.7 .5
Total 11.1 3.6
Duteh colonies:
Netherland E. Indies 2.1 o1
Others i | .03
Total 2.2 o7
Philippine Islands 2.7 .9
Hawall .2 o

Grand Total 223.7 71.6



Table Ho. XV

Total exports of various countries
and thelr respective exports to China in 1936

(Millions of native currency)

:(Millions of United:

States dollars) :
Country o Total & EXPorts : p .., ¢ Exports : :;r::::l
rency H : t 3 H t §
. exports . . 0 ;. exports Uhjg_g.,_,_,

United States Dollar 2,453 47 2,453 L7 1.9
United Xingdom Pound at, Lo 5.8 2,k91 2 1.2
France Frane 15,454 05 9 6 B
Switzerland Franc 882 g 266 2 B
Fetherlands Florin T 2 Lgo 1 .2
Belgium Franc 19,7 265 667 9 1.3
India Bupes 1,805 15 677 6 3
Australia A. pound 129.3 .6 512 2 u
Hong Kong Dollar 351 150 111 Lg bz, 0
Hew Zealand N, Z. pound 56.8 .03 227 .1 .0l
British Malaya Dollar G2g 5 2/ 366 3 2/ .B 2f
Canada Dollar 1,015 5 1,01k 5 ki
Union of South

Africa 5. A. pound 112.9 02 553 1 .02
Egypt E. pound 33.0 R 1 2 1.2
Fhilippine Islands Peso 273 2 137 1 «T
NHetherlands East

Indies Guilder 9 6 1.
French Uoroceoo Franc EIE?ET - 323 - - s
Geraany Relchsmark 4,768 133 1,921 sl 2.8
Italy Lire E.hfﬂl 32 398 2 .5
Braszil Milreis +895 10 288 1l 3

reasury Department, Division of Hesearch and Statistices.

1/ In most cases excluding Manchuria.
2/ Wo figures available; estimated on the basis of total principal commodities

exported to China.

December 21, 1937.
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