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, Make up two balance sheets, one as of March I, 1933, the other as of
Jenuary 1, 1939, showing assets and liabilities; the net emount of debt,
deducting money loaned on the basles of belng paid back.,

On the 1939 balance sheet give credit for $2,000,000,000 Soldiers' Bonus
which was a debt in 1933, but not included..

On both sheets show the number employed - the number unemployed.
The average snnual wage peid t? industrial mrﬁera in 19;%.
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(Yot simply the hourly rates for the two years).

: All other informetion that would be included in the belance sheet of a
" business with a statement from the President along the lines of the statement
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Show what has been done to stimulate and rebuild Forelgn trade; effect
of social legislation, not only at the moment but what it will do for the
country in the future; CCC Camps should be looked upon as schools for
citizenship, at which young men are taught verious trades, as well as
preliminary training in the arte and sciences, in order to develop the
proper ratio between skilled and unskilled labor, which 1s now very much
out of balance on the side of unskilled labor, and which is our most
serious unemployment problem.
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( ' Annual Wapge - following industries:
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Iron and steel works and rolling mills..........eeeu0es 1,628
. Cash registers, adding and calculating machines,
and other business machine®......svsevevesass 1,584
. Motor vehicles (including bodies and parts)........... 1,578
. Agricultural implementB......sceessssteessesssnsnasses 1,572
o Trpowriters 8l PAYLE .o ooscoisanssnvenesnsasnsannenses 1o0ll
Bullding oomBtruction.ccscsssssssssscsscsssncnssncasss 1,180
e R S T SR T S i 915
11. Clothing Industriel...cocevevssscvessssscsssonsssss 867
18 POEBIION  sssvsriasrsosssnsassssnisbsvdtsssestonsnsrans 807

IBM (Endicott - All wage earnere)............. 1,877
IEM (All factories - All wage earners)........ 1,851
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Telk with the Presidemt about: 'iJ/'/

I believe we should do everything possible to prevemt a Eurcpean war until
England and France are prepared to meet it. In the meantime I think the people
in the United States should strive for peace, but I alsc believe that peace is
so important to the future of the world that we should be prepared,and willing,
to fight for it if necessary.

In presenting this thought to Americans we must understand that the United
States will stand to lose more im the case of & gemeral war than any other coumtry,
because another world war will make it necessary for the United States to
participate im a much bigger way tham we did im the last im order to maintain
our type of civilizatiom.



We must educate the people In the interior of our country with the
importance of doubling our Navy so that we can protect our two long
coast lines.
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Talk with the President about: /

Quick action preparedness program. The local Chambers of Commerce to
survey the industries in their localities and ascertain what each one can
manufacture with their present equipment, and as long as manufacturing is now
on a forty or forty-four hour a week basie the equipment and buildings are
idle the rest of the time.

Aselgn to each manufacturer a certain amount of manufacturing which he
will agree to do on a cost plus basis; the cost to be figured the same as the
cost in his business, and the profit would be limited to the amount that would
cover any extraordinary overhead, over and above the regular overhead.

Wherever it is possible to find the necessary talent to do the work, these
plants would be put on extra shift;where it is not poesible in the community to
secure skilled labor, regular employees would be asked to volunteer to work an
additional hour each day and poseibly Saturday forenoon in the plants that are
on a five day week. In order to help the program along the labor unions might



2
(& @)
gee thelr way clear to allow those volunteers who work over time to work at the
regular rate.

When these verious parts are made and inspected, they should be sent to the
respective plants which are in the business of manufacturing munitions of war,
and those companies, who are experienced in the art would do all the assembling
and final testing.

This would not only speed up the program and save the government an enormous
amount of money, but the psychological effect in Europe would be of unestimable
value, when it is announced that the entire American machinery and tool equip-
ment was going to be utilized outside the regular hours so as not to interfere
with the production of peacetime goods, and placed at the disposal of the govern-
ment in order to speed up the buillding of munitions of war. Of course, editor-
.1al somrente would call attention to the fact that the United States manufactures
50% of all of the goods manufactured in the world, which would convey to Europe
the gtory with all thie equipment at the govermment's digposal, we can
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manufacture as much in the way of munitions of war as the reast of the world
combined, and in my Judgement, plus your personal influence, would start certain
people thinking seriously about peace rather than war.
Another good effect as I see 1t, in having a check-up by the local
Chambers of Commerce it would make the citizens of every community consclous
of the serious side of a European war and might lead to make them more co-
operative in helping to carry out the plan of re-arming for peace.
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From time to time the war uup‘pl;:ifanturier‘l put on an exhibition
of how quickly they can assemble and turn out a gun as the result of the
facilities of the companiee making parts for them, and various other articles.

Have the airplane companies combine in an exhibit at the New York and
Sen Francisco Worlde Fairs, and put on an exhibition of how quickly they can
assemble an alrplane. Invite the press to be present whenever these
demonstrations are given and publish to the world the United States can
turn out an airplane every so many hours. They can sssemble the plane end
fly it away and have a certain number of the planes brought back, torn down
and re-assenbled and have the exhibition go on during the entire length of
the Fairs. This will not only show foreign countriles what we can do in
building equipment to protect our country, but they will also understand
that these companies are in the business for selling these to other countries.



Talk with the Presidemt about: j

Consideration be given to developing markets in foreign countries.
Germany is fast getting comtrol of the trade im the Balkins, Baltice and
Scandamavian countries,and I lmow from perscmal interviews with Rulers amd
Leaders in the foreign countries that the majority of them prefer te do
business with the United States.

I recommend the selectiom of three experiemced business mem, as military
attaches, working direct from amd reporting to Washingtom, of course, co-
operating with our regular organizatioms in the various coumtries.
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Talk with the Presidemt about the exchamge of umdesirable Germmns im this
country for desirable Jews and Catholics in Germany. Financial arrangements

to be ﬂ“la



Talk with the Presidemt about: | f',

Blocking German and Italian momey im the United States.



Talk with the President about:

Invitation to the King of Sweden.
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Talk with the Presidemnt about: ! '
Turning relief over to the States. Let each State raise its own moReYy
within the State, the Federal Govermment to lend mo more money for relief

except for self liquidatiom propositioms. The States to work for
wkl:\l_iﬂ labor. '.'-:'r":f:.-.hl,._.; }bjaﬁw'}{ j.",, radesy swAd @B Al cr

Comcentrate on training mechanics im CCC Camps, and whem business
again becomes normal we will be able to supply the demand for the companies
which require skilled mechanics.

Extend umemployment imsurance umtil it is om a basis that will remove
fear from the mind of the werking people.
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Talk with the Presidemt about: { :
',.+.-¢. }' A A

Rulers and Heads of foreign countries) $m the United States,

f

Conditions in the smaller countries, solving unemployment by putting more
people on the land to earm their living.

Discuss the Jewish problem.
Discuss the possibility of bduying lamd from meortherm Mexice.

Show the President copy of letter writtem to Europe.
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THE WHITE HOUSE
WASHINGTON

January 37. 1939.

MEMORANDUM FOR
THE SECRETARY OF THE TREASURY

What do you think of giving
me two trial balance sheets ~
one as of Maroh 4, 1933 and the
other as of January 1, 1939,
showing assets and liabilities;
net amount of debt, deduoting
money loaned on basis of being

paid baock?
On 1939 sheet give oredit

for $2,000,000,000 soldiers’
bonus, which was a debt in 1833,
but not inoluded.

F. D. R,



THE WHITE HOUSE -
WASHINGTON [

SOREIDBNT I

January 37, 1939,

MEMORANDUM FOR
THE SECRETARY COF THE TREASURY

At a guess == or hunoch -- the
conclusions drawn from this repors
are overdrawn. The faots may be
correot but I doubt whether "one
spark would cause an explosion®
or that "the régime will not fight

a big power"”,

,i D.. R‘



THE SECRETARY OF THE TREASUARY
WABHINOTE N

January 28, 1939,

Uy dear Mr. President;

I om enclosing herewlth a very confidentinl
report from Mr. Tyler of the League of Fations,
who has made o second trip in Italy for me. I
think you will be interested in itg contents.

You will undoubtedly remesber that Me. Tyler
wne very solicltous of our keeping secret that he

ie dolng wpecial work for the United States
Treasury.

Faithfully yours,

The President,
The White House.



THE SECRETARY OF THE TREASURY
WASHINGTOMN

February 6, 1939

MEMORANDUM FOR THE PRESIDENT:
Comtarvail Duties on Produsts

By memorandu= dated November 28, 1938, I advised you
thet I had before me a Treasury Decision giving notice of the
imposition of counterveiling duties on certain imports from Germeny
mnder Seotion 303 of the Tariff Aet of 1930.

The coumterveiling dutiss are required by reason of so-
ealled "barter®™ transeetions through which the importation into
the Thnited States of dutisble merchardise from Cermany is financed
by means of premium prices for certein products, particularly cotton
and Sopper.

Investigation of the current operstion of the barter truns-
aoticns has patisfied the Tressury that the German Government, by
restricting imports, fizing import prices, regulating the method
of paying for imports and controlling the disposition of the pro-
coeds of peyment, is bestowing a veluable privilege or grant in
connection with sbout half tha dutieble merchandise exportsd from
Gormany to the Tnited Stetes.

On or sbout November 28, 1938, you referred the matter to
the Attorney General for an opimiom, About December 10, 1938, 1
learned that sn opinion hed been submitted to the Attorney General
for signeture. I was also informed that the Attorney Genernl de—
pired to band the opinion to you personally.

On Januery 31, 1939, I learned that the opinicn had zot
been deliversd to you but wes being retained in the Depertment of
Tustice with & memorandum in the file saying that no eotion in the
matter was required at this time. You will remember that the State
Depertment suggested that the opinion be withheld wntil Mr, Bubloe
returned from Garmany.



\ ot r' THE SECRETARY OF THE TREASURY
l"“ WABHINGTON LTy

FEB16 193

Denr Mr. President:

In order that you may be advised of the status of
the prorosed new tuilding for the War Department, I am
gending with this note a brief statement of the status
of the project to date, with a vhotograrh of the per-
spective drewing of the first unit and s plat indlcating
the relation which the new building will have to the .

other bulldings in that area.

Faithfully yours, 2

-
The President
The White House
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February 7, 1539

COMMENTS RELATIVE TO THE PROPOSED NEW
BUILDING FOR THE WAR DEPARTMENT
WASHINGICON, D. C.

The proposed new building for the VWar Department, to be located in
the area generally referred to as the "Northwest Eectangle", is to occuny
the space between Zlet and 23rd Streets and C Street und the proposed
E Street, South.

After a thorough study by the Procurement Division, the exact loca-
ticn on the property has been apnroved by the Hational Capital Park and
Plauning Commission and the desizn has been passed unon by the Commission
of Flne Arts and highly commended. 4 plat of thies arca end a photograph
of the perspective of the first unit are attached.

The project is divided into two units, the first of whick is the
easterly porticn with its east and west axis psssing through the inter-
section of the center line of Virginia Avenue with the north and south
axis of ihe tullding of the Federal Reserve Board. So located, and with
ite northerly facade on a line with that of the scuth btuilding of the
Interior Department, a plaza is formed, measuring approximately 500 feet
from the east to the west, and extending in the north and south direction,
with Virglula Avenue as an importaat traffic lane passing diagonally

through this cpen space.

The present acthorization is for the firet or easterly unit only,
which as now proposed will accommodate the offices of the Secretary of
War, the General Staff, and Branches of the Service most closely related
thereto. The limit of cost under the present authorization is $10, 815, 0CC,
which includes acquisition of the site for the entire project.

The first unii is seven stories high and the effective floor gpace
(offices and storage) is 270,000 sguare feet: the future construction of
the second unit will bring the total effective floor area to 1,098,775
square feet.

The study for this project entalled careful consideration of the re-
lation to Le maintained between the first and the second units which as
originally intended were to be connected by ouly & tunnel; as now worked
out, the two unite will be directly connected on every floor, thus making
the two bulldings in effect an integral unit.

In desilgning this project great care was exerclsed to evolve a plan
which would take into cousideration the relation of the building to the
Lincoln Memorial. By the choice of a scheme having mostly open courts,
long unbroken facades are avolded; and by employing the device of a re-
entrant angle in the corner toward the Lincoln Memorial the effect of
the great bulk of the tuilding is minimized from this point of view.
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C PROPOSED FEDERAL RESERVE AMNMEY,

WAR DEPT. BUILDING,

SECOND UNIT WAR DEPT. BVILDING,

E DEPT.OF INTERIOR SOUTH BUILDING

FIRST UNIT

D PROPOSED DEPT OF INTERIOR ANMEX,
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THE SECRMETARY OF THE TRCASURY ~

WARHINOGTEN =4 X
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Februsry £2, 1089,
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¥y dear Mr. President:

I beg to acknowledge recelpt of
your memorandum of February 1T7th en-
closing a copy of & letter from
Mr. Frederic Delano,

I am enclosing herewith a susmary
of the meeting that Mr. Delano refers to.
I would like to have en opportunity to
discuss this with you on your return s
I think the subject 1=z too important to
be dismissed without further consideration.

Yours sincerely,

%Jﬁ”ﬁ

(Via White House pouch)




Fabruary 14, 1939

To: The Beoretary
-
From: ¥r. Hanes *f‘*"ﬂn

The following 18 & summary of the opinlone
expressed nt the meeting yesterday on financling power
projects through an agency of the Treasury. These
opinlons are all stated in full in the trenseript
acoompanying this summary.

Nace Btatement

Frederick Delano Expressed the oplnlon that thise
Bill "would reise partlculer
hell® in Congress during a perlod
which 1s golng to be oruclal for
the Adminlstration. He sugpested
revieing it to cover only com=-
pleted projects, but to embrace
any eelf-llguldating asset 1n
order to remove the amphasle on

power.
Mr. Burlew Agrees with Mr. Delanc that an
{Interior) attempt to pass such a Bill at

this time would be unwlse,

Mr, Bmith Baid the Commisslon hae not for-
{Power Commisslon)mally passed on the plan. His
attitude during the meetlng was
one of helpfulness provided the
Power Commisslon was given real

geuthorlity.
Mr. Blandford 8rid his Borrd had not considered
(TVA) the plan, but that hia personal

preference was for an attempt to
do thie finenoing within the frame-
work of exieting Apencles, notably
TVA and Reolsmation without concen-
trating finaneing authorlty in a
new agency.



Captain Marshall
Army Engineers)

Mr, COohen
(Power Policy
Committes)

S8sse no objeotlion to the Bill,

Ss2id in a statement filed after

he hed been called away from the
meeting that he supported the
underlying theory of separatlng
gelf-liquldating aspets and
thought the machinery for doing

g0 should cover new projects as
well as existing onee, and that
the Seeretary of the Tremsury
ghould be the financing offlcer
with power to review the flnancial
gtatements of the projects through
any device he chooses,



dunoa:

Leleno:

EXCERPFL FROM THANSCHIPT OF HEETING HE
CUVEANIERT POVER CORPORATION HELD IN
Hi, HeHEG'E QFFICE FEBAUARY 13, 13233,

I wunt to get nn expresalon nere - Mr. Deélepn, I
gnaw, hus got sometilng he senta to sasy - ro e
mntter of faot, Itd Llke to huve ench sgency

here sxpress, if tney would, Just thelr wiewpajnt
o8 Lo the generil po l.c{ of this thing, becsuse I
think tne President is interested to neve éll the
sgancles of the Uovernment express e frang oplnion
ug to tha Eumnl policy, not the specifie blll or
the provisions thereal,

Mr. Deleno, heve you got unytonlng?

Yes. I renlize - [ hate to suy enything thet osy
Seen Qerogstory shepn I Znow men huve woried very
hard to solve b wvery difficult problom, But, funde-
mentelly, k= I see 1b, the next slx or eight months
nee exceedingly eplticsl months for this' rdministre-
tion, and I would hote to see o bill introduced ln
Congress which to my mind sotild rsise perticulnr
nell.

Mow, thet lsp't - thet doesn!t menn thet I om
vgulnet tie 1des of not treantlng &s debt selr-
Ilquideting vsseta. [ think thst they ought to

be hendled seperstely. Mnd perheps LIf 1t hod been
tWo yeurs Lgo or three yeers sgo we coucld hove done
Just whut we're contompleting now.

Whst I'd like to suggest ls thot ae try to remove
frow this bill the festures of it which will be
porticulerly contentlous. I tolnk one thing thot
would nelp would be to muke 1t only spply to com-
pleted projects. anybody who hes ever Knownm can-
struction on & lerge sotle knowe thrt coats coften
greptly exceed estimctes. And If you're golng to
heve ¢ generel suthurlzstion Lo coVer codis nnd
wven cupltelize the operstlng expenses during
develo t; which Is consldered & very lmproper
thing by conservetive corporntlons, why, you're
going to be up for & tremendous 1ot of ariticlsm.

hno then I think the questlon of the grest caphnals
on meter power is ﬂ‘ to relse & good desl of
yuestion. Herets Nk thet just efter s long
hird buttle hus made oo nd Justment on weter pomer




Hunes:
Dalnnos

Henes:

that s, I think, going to huve ¢ good derl of
beneflt in amootnlng the puffled festners of o
good meny bl corporetions; but I thinkg when -
Just pe soon ce this Bill 1s Introdutced In 1ts
predent ahbpe, they'll :u}'; "Hell, here's the
thing ull over vgoln: they?'ro golng into o
genervl development of wateér pomer vnd competlng
with priveate corporations.”

Bell, I gretenc tobe ond 1 think I wa & liberil,

but I's - Joan uewey deflned & Libersl - he seld

o libertl Wiy & men oho wos sble to gec both bldes
ef the guestion, rnd T think 1t 48 swlully Importent
to see both aldes of toe Questlion, especiolily In the
ezt =ix or elght monthe.: I would n greot decl rether
pee ¢ blll thut permitted the developuent - or the
relobursing of the Tressury for constructlon of selfl-
Liguideting projJects, end thit might include toll
bridges, troosmission lines, Housing, reclemsntion,
lrplgstion, witer sorks; those dre thlngs thet occour
to me, Bub I would then iike to put 1t on & bosls
which even the Intenoe pertisons on the opposite
slte cennot upset. Sy, "ihy, ¥ou ramit thst the
Pentge benel cost over 490 slliion dollors; you edmit
thet thet hss sn eurning beals. KRow, inotesd of
hewing thut part of the debt of the Unlted Gtwtes,

®¢ propase L0 relsburse toe United Stetes for tost
expepditure end let Lt stund on its own Bet.?

Dig (?) Ltself out.
Yes, ale (7)) lt=elf out.

alu s5u with other things. I hope - I'o not teylng
to coock this fdes at ell.

Thetts extictly whit =& wnnt, the Crenkest sort of
llfl"t'lllﬂﬂ, becruse we're not nelplng enybody 1f
we've got 2ome secrets here. e Deve cortelnly
£ot nona, We're Just esprying eut the inatructions
given up by the Fresident.

Apd I'd sey agelin that If there 1s eny confuslon in
erybody?s mind - I herrd the Presldent telk cbout
this thing ot some length, epd I there L= nny
vonfusion in somebody's mind thnt he wes tniniklng,
or wo wWere thinking, in teras of lssulng bonds to
toe full extent of Ehﬁ‘ c¢oat of any project, wmhy,
et 1t out of your mina rlght now, bocause Lt's
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Junt not in the curds.

Dalenos I think woet I tuve gedd is in keeplng with
Seerctery Morgentheu’s yuote fram the Prepldentt's
nEasT e

Hunes: Wpll; thenk you, Hr. Deleno.
¥ow, ¥r., Hurles, would you llee to express on
opinion?

Burlew: I ugree in the muin with dr. Deluno, for verioun

recsons he's given, snd portloulsrly Lor the
Irrigetion Fectures. #nd I don't see wonere tho
security of the reclemstion projects sdds onything
tu the bonds, becpuse we've got o pevolving fund
which we spend from yeor to yeer. Thet's my prin-
elpel question - is Just whot sgcurdty the reclomu-
tisn fund would bring to these bonds.

dunest You think there 1o sope doubt s to the wlsdom of
the Adninistration trying to pnsa sny gsort of legis-
letion at this particuler tize wilch would contem-
Llote thHe recepitolizntion or relmbursoment of the
Irepsury for funds slresdy put out on completed

praJects?
Burlew: Yes, sir.
Hunes: Who will speak for the Federcl Power wvommisslon?

wo you went to speek Cor thew, Mr. Bmith?

Bmith: I don't belleove we can speck fopf the Federsl Pomer
Cosmission et thls time. Mr. fesvey, our Acting
sonlronn, wns su.;.l{ruseu to be here nnd wes tekon 111,
g0 we're plnen-hitting fop blu, and I'd better not -
I noven't discussed this fecture sith him.

Hunes: Po you (Blordford) #ent to soy & word for the T.V.h.?

Blendford: Well, I would like tne record to Indlcate that
peltner the steff nor Dourd of Uirectors hns hsd
time pdegustely to explore the proposed bill or
BOTE PEC o e second draft, snd cionot pleture
£t the moment the full fmplicstions of the propossl.

It shoulc be sold that, =nile the opinlon L3 somewhot
t:uuml. and curbstone, toere 18 complete subascriptlion
the parsgroph quoted from the Presldent's budget




burlews:

Wollson:

Blendford:

ke

Lern end our copversctlions with the Puresu of
he Budget we heve been moving repldly in thet
direction sithln cur own strtutory outhority.

meunuﬁ; Epd 2 & matter of feot In our flsecl

Whether aome present prospect - and on thot I's
Inclined to support Er, Delepo — winether some
prosent prospect of congsloersble extenslon of the
fusber ol sgencles sdainisterlng such projects -

I thing 1t woul€ be wery profiteble ond epproprirte
to explore such on Lnteresting, constructive formule
g8 hes boen tentetively expresped in this bill, I
think Lt 15 reslistlec to coume buck to the renlize-
tion thet tnere are two sgencles, proctleoslly,

for the purposes involved here - the Burecu of
feclometion &nd the T.¥.i. — end e T hestily go
over thls blll I inewitsbly think in terns of
plmost pmendment of tne T.V.h. dotj ulmost every
peragrnph suggests some guestlon. and from thet
viewpolot it 1s & blt exclting, wlth &ll our other
distractions.

And whuther sowe lucedicte necessity of progress
slong this 1ine - I think our studles should
include, in the sbsence of o lerge number of new
tgencles working on weter projects, the sxplorstlon
of moving in the directlion of the President's
budget messege under the respective stetutes of the
two pgencles, cooperating perheps in its fineneing
gl.nn.u wlth the Bureru of the Budget, oz an clterne-
ive, untll some more leprger pleture develops.

1 ad hope there will be smple :ﬁartmit}r to explore
the reletion of' this proposed b

I hope tie sege thing for the buresu of Heelemetlon.
I welkes out, sr. Burlew. [ wonder 1f you mede
wention thot Bonneville ls interested in how thls
tolng turns. It's In the Deportaent, but on e
uifferent basle then Aeclomnticn.

We sentioned Ponneville before In listlng tne nunber
of projedts,

Aotwilly, In terns of vdministruting this thing yeur

L to our own s tatute.



Hunes:

dtrdhnlls

Hunes:

“5r

in and yeur out;, 1t seeas the big bulk of the
relotionship 1s sith I.V.s. vpd the Aeclemotion
Buresu, tﬁulﬂs & lot more leglsletion epd & lot
gore fuclllties and pgenclea on two ngencies et
lesst one of which is Just feeling 1ts wuy out
t.m'auin soae very coaplex situstions ond reviewlng
policles snd checking sith & consldersble nunber
af ageneles ot the present tluoe.

Well, ls theore canyone else thot wishes to be nanrd
l'r:ln; wpateln, do you went to sey snything?

The only thning 1 could sey for the Wer Depurtamont
1s thnt, though 1t hes only hnd n brief period

to exumine the provisions of thls bill, it hog
Glven 1L some SCUdy ond 18 &swrre of no objectlon
to the genersl purpose of tne BL11, This blll
upplics to very Cew projects clreody condtructed
by the Wep Depertment, slthough Lt does npply to
gsome - will nppsrently spply to severul projects
now buthorized but not yel constructed, il we cap
go Ter aee no serlous objections to flnsncling
self-Llqulasting fertures of future projeocts in tho
denner proposed by the bill; s fer ap the Fer
Hepertaent ls concerned, It seem= to be & ostier
of finsncing, and we see no objection to it.

Tupnk you, sir.
& baﬂ; wlse wont to soy anytuing sbout the policy
nnuiter

{The following stetement wes submitted by ¥r. Ben
Cohen, w#ho wes oplled out during tne dlscussion:)

"I pm sorry thet I wes culled out of the meeting
end gould not henr sll of the discussion nbout
the underlying theory of the proposed bill, I
think, however, thet 1t 18 extremely lmportent
thet some wo 'y be cresnted for the separstion
of the self-1iquldsting portion of the public
debt from the brlance, and tost that sschinery
should cover pmew projocts sa well es those

olrecdy constructed. Moreover, I think thot it
would bettar to heve the control over the
flgenelng of self-llguldeting projects econcentrated
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in the Beeretury of the Trepsury, wno would

be sotlng for tue President. Inls woule not,
nowever, involve ¢ cupliestion by the Irecsur
of ths warg of tho sgencles concerned but would
involve & revliew of tuelr work. I0 the dote
submitted 1= pot sulfflelent, the Tressury ar any
egency tnet the Treapury might use would nat
iteell st wbout grinecing new or socitionsl
dete but sould merely requlre tie agencles con-
gerned to submit moce adequute doto."
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THE WHITE HOUSE
WASHINGTON

March 8, 1939,

MEMORANDUM FOR
THE SECRETARY OF THE TREASURY

Will you speak to me
about this?

F. D. R,

F. D. R, - LONGHAND

Int. Rev, Coll, - Florida
John Fahes in place of J. Ed. Larsen

Ask Jim Farley & H. M., Jr,

Andrews concurs with Pepper
Let Pepper know

Can we put Larsen into Treas. or at

least offer him job here. Lawyer.

Now gets $7,000. C'd we start him

$t $5,000 with chance to progress to
or 8

= L-Ly



THE SECRETARY OF THE TREASURY
WASHINGTOMN

My dear Mr. Fresident:

I have received your memorandum of March 25th, accompanying a
letter to you from Senator Pat Harrison, dated the 2lth.

I am also in doubt as to how you should answer Senator Harrison's
letter. It may be helpful to you in preparing a reply if I review
the facts as I know them. On February 17th, while you were aboard
the speclal train at Key West, you told the Press in substance that
business and industry need not fear any new taxes at this time. At
my Fress conference on February 23d, the first conference I held after
your tax statement was made public, I told the Press that I was
pleased by your statement and that for my part I should like to see
the committees of Congress lock inte the tax law for the purpose of
discovering whether there were any deterrents to business which could
bte removed. The following day at Des Moines, Harry Hopkine advocated
also the removal of tax deterrents to business. On the same day, the
2lith, Bob Doughton issued a stetement approving what I had said and
offering to cooperate.

I had not diecuseed the matter with Harrison up to that point,
but I had sent hiz a gummary of whet I ssld at the Press conference.
He came to see me the followlng week and he and Doughton on March 3d
sent me a joint letter expreseing approval of your tax statement, my
etatement, and that of Fopkins and offering cooperation.

John Hanes and I saw you on March 8th and presented our tax
ideas and you arranged for a conference with Harrison and Jere Cooper
(Doughton being away) the following day. Our recommendations to you
included the substance of the materiel later furnished to Herrison.

At the conference on March 9th, Harrison referred to a proposal
to repeal the excess profits, capital stock, and undiestrituted profits
texes and to substitute a revieed corporate tax schedule, not as his
suggestion but as one that he had heard. To your question whethsr the
present revenue could be preserved under such a revision, he said that
he thought 1t could be.

I had been careful not to give out to the newspapers any deteile
whatever as to what I regerded as tax "dsterrente." Nevertheless, it
was widely known that wvaricus business organizations had sugpested
changes of this character and speculation in the Press after my Prees
conference of Februery 23d and Earry Hopkins' speech centered arcund
these particular suggeations. Thie would certainly offer adequate
ground for Harrieon's etatement that he had heard these things

suggented.



In view of this baciground, I do met think that we can succons-
fully maictain the Fropomition that these Ldeas originated with
Senntor Harrisom, T should not myself want to aveld responsidility
for initiating the mggestion that the corporste tax structurs be
revised, It was not dons at Fat Harrison's TugEestions It was my
own idsa,

I am snclosing EBerewith my idea of letter in mnswer to
Senator Harrison's letter of March 2Uth.

Falthfully yours,

The Frosident,
The White Houas.



March 35, 1939,
MEMORANDUM FOR
THE SECRETARY OF THE TREASURY

I don't gquite know how this letter from Pat Harrison
should be answered.

The point of the whole thing 1s that suggestions for
the repeal "deterrent taxes" were made Senator Harrison.
These, as I remember it, anti-dated any sta t by you that
the subject was being etudied.

back I know will remember that the repenl
of the excess profits and capltal stock tax was seriously
considered bntg a year ago and two {I&l‘l ago without any par-
ticular objection on the part of either yourself or myself.
This wae based, of course, on some assurance that the amount
of their yield would be made up to the Treasury in some other
way. Therefore, there can be no serious cbjection to a
statement on our part to the above ffect. But I hesitate
to have you or Hanes propose a substitute tax for these two
because of the diffioculty of getting a falr substitute tax
without revamping the whole tax structure.

#hen we come to the change in the "spread the loss"”
tax, I am not ready to take a position because I have no
information as to which corporations would be helped or
hurt by it — and we mmst be wery certain that any action
on this would not enure merely to the benefit of the very
large corporations.

In regard to the fourth osed change, however —
the elimination of what is left of the undistributed earnings
tax, I do not sees how you and I can forget or bury the fact
that two years ago one of the principal reasons for advoocating
the undistributed profits tax was to prevent very rich le
from leaving their earned income in corporations controlle
by them, with the effect of avolding both personal and
aorpora’h income tax payments.

That is a matter of fundamental principle.
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For this reason I hate to see you put in the hole of

gropan these changes. It seems to me perfectly olear that

he origin of the proposed changes was Senator Harrison
himeelf. Frankly, the politioal mistake,made while I was
with the Fleet, was in falling into Senator Harrison's trap.
Obviously he tried -- and tried with some success — to

it appear that the Treasury was listing taxes whioch it be-
lieved to be deterrent or recormending their repeal, or
recommending a substitute or nﬁhltitagt: for them,

In regard to these substitutes, it is all very well
to say "add the necea amount to the straight percengage
corporation taxea., Put you do this, {qu and I know that
you will either step on the toes of the 153,000 small
corporations or you will step on the toes of the one taousand
very big corporations, Why put your head into that noose?

The mistake made was that in the first inetance we
did not gin this thing on Senator Harrison, offer every kind
of sesistance and, in good faith, give him our ugtﬂion on
what would be the rosuff of any change whioh he asked

us to study.

In the last annlysis the amount involved in the
proposed changes is negligible. We are all eed that the
corporations as a whole will continue to pay the same
amount of money into the Treasury. e cannot allow the
lg:lgg::rution to get behind any change which will restore
o o8,

F. D. R,



«T HARRISON, MISSISSIPPI
CHAIRMAM

Vlnited Dlates Denate

)
COMMITTEE ONM FINANCE Fall %

March 24, 1939. )

Dear Mr. Fresident:

I am in receipt of your letter of March
21 and the enclosed data prepared by the Treasury

Department.

Only because inferences might be drawn
from certain parts of your letter that the enclosed
data prepared by the Treasury Department was based
on my suggestions, am I reiterating what I told you
at our last conference, namely: that I had not seen
and had no definite knowledge until our conference
of the suggestions and revernue estimates based there-
on, both of which were prepared by the Treasury
Department for purposes of discussion and study.

I did not know until I received the photostatic copy
of the proposals and estimates that the suggestions -
nrepealing the $2,000 limitation on the deduction

of net losses for other income" and "allowing the
three year carry-over of net losses" had been made

or were under consideration.

I had read in several of the newspapers
rumors that the Treasury Department intended to
suggest the repeal of the capital stock tax, the
excess profits tax and the undistributed profits
tax, and the substitution therefor of a flat cor-
porate tax. I did not know definitely that these
suggested changes were Treasury proposals until
our conference on March 9, when we exchanged views,
and at which time we were all agreed that regard-
less of what might be finally evolved and recommended,
the smaller corporations would continue to receive
the same fair and beneficial treatment that they



#2 - The Honorable Franklin D. Roosevelt, President.

have received in prior tax laws, and that the total
of taxes pald by corperations to the Treasury should
not be lowered by amy change in the laws.

At our conference I asked for the Treasury
proposals and the revenue estimates based thereon,
because of my desire to know exactly what they were
and in order that I might study the suggestions with
a view to cooperating in the formulation of any fair
program of tax legislation that might be suggested

by the Treasury Department.

I appreciate your sending me this data,
and I assure you of my sincere desire to cooperate
wholeheartedly in effectuating the purposes announced
by the Secretary of the Treasury —- to aid business
through the modification or elimination of any pro-
visions of our tax laws which act as a deterrent to
business.

The Honorable Franklin D. Roosevelt,
President of the United States,
The White House,

'am' Di ct
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THE SECRETARY OF THE TREASURY
| WABHINGTOMN F2s

b}) !
(L April 12, 1939
L]

Dear Migsey:

I don't know whether this scandal
sheet, "The Week", has been brought to
the President'e attention. If it hae
not, I think he will enjoy reading 1it.

Yours sincerely,

A

Migs Marguerite Le Hand,

Becretary to The Fresident.
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DAYS OF SURSENDER.

Almost unbelknownst to tho Britieh publie, the situation has passed
within the-lust ten dayw into s new snd much graver phase than ls current-
ly woggested: the Buropepn power position Lo being stood on ite hoad in
& way not yot hinted at publicly even by ths most "alarmiast": as & re-
salt of the action of the London Government since the Rumanien appoal of
Saturday week, we are moving out of a phase in which it was a question of
how much the Britigh Government might ba propared to do to organise the
"grand collective alliance" or “pemco front" sgainst the Axin attack, to-
wards a phase Iln which it is & question of just how igolated the British
are going to be agninst & possibls "oollective allisnce® directod ag et
thes.

Bombehell for Parias.

Since the Britich newspapers give scarcely a hint of it -- nor the
French papers aither for that matter -- it is hard for British and other
obsearvers to grasp the full depth end power of the effect upon Fréemch
opinion of first, tha British Qovermnment's refusal of the Soviet preposale
for immadiste conference of the mnti-aggresscr powers, socondly the Britich
Government's refusal to offar Poland terms adeguate to bring Polend into
oven & joint declaration, third the British Prime pinleter's Thursday state
ment declering that he wolcomed Jerman sconomlc sxpansion and was opposed
to the formation of a bloc againet the Aiis, and finally the opan encournge-
ment from Lomdon to Hussolini to proceed with his claims sgainst France,

"Hothing from London"

For at least three deys and nlgh after the Birmingham spe
with the Boviet offer already made in oscow, and every progpect
whole Axis drive being blocked at Bucharest and all other pointe
upininn was vearing swiftly to out-snd-out sucport of coll ivae
Tussian-Aritish action which would have rallied the spmpllier powers

Tas realisation that -- s & French coomeantator pat 1t
stiffening of Mr. Chsmberlain at Birminghsm was rerely the fi
rigoer mortie™, has tilted the entire French posltion,

age of

Exactly according to the German and Italian pims alresdy referred
to weeks ogo in this correspondence, the rift between London and Parie h
widened with startling speed, It is now & major factor in' the situation.

Hush-ush

At this point occurs o curious phenomenon; nobody will speni
pabliecly -- of this horrifying development, for the reason that &
®frisnds of the Axia® in London and Paris who favour the aplit
to revenl the geme too soon, ond thoee on the other hand who nr




even now to heal it, are afrald to talk about it because it might "play
into the hands of the Axis®, The Axiz however is perfectly well-
informed on the wubjegt, since it has at lenst one French Cabinet Mini-
ster directly om ite payrdll, and has in London highly-placed allies
who do not (with some notable excoptions) even msk to be paid, In mny
case, 1t is desirable to report frankly on the real position,

In o situation which it ie optimistic to refer to as "the gravest
since 1914%, for it ls the grovest since 1517, outetandingly significant
points are theso;-

Tha "Pory revolt®,

The Birminghsm speach was wade undor pressure of an incipient
®Pory rawolt"®, On the Baturday of that wesk -- when ths Bumanian appeal
and tho Soviet offer of immediato mction were already in the British
Government's hands -- the "rebels" were apperently gonuinely confident
that the Biminghsm speech "seant somothing",

On that Saturday, their leadors wore declaring that "if Chamberlain
dossn't stiffen now ho will be out®., Nr. Wicolson, prominent among the
"rebele® om thu Jovernment slde of the House went so far as to write a
1ittls plece for the Spoctator explaining that this time it was genuine,

The "capitulators”, who had "eeen nino-snd-thirty leaders of re-
volta® -- after justria, aftor the bombing of British ships by Italy off
Spain, after Berchtesgaden mnd on the nlght of Godegberg -- were almost
entirely unperturbed, They refused the Sovioet offor Lmmedistoly, and re-
fused the Fomanisn spponl.

Than Memel wont, and then the Ruwmanions had to capltulote to the
extent of accepting the Trade Pact, Foland wns obvlously tottering on
the odge of capitulation: wespoclally when they learned that in the middle
of last weak the Foreign Office had informed foreign correspondents that
"the Poles want too muoh" -- meanlng o stralght guarsnteo, (Sinece, LIf
thore had boen amy serious intentlon to reslst, the British Governmont
would have been falling over itealf to offor the Poles mnything they would
take, the effect of this extraordinery formulation in Whitehall may be

imegined),
The Jtalian Intrigoe

As the oastern bastlons crumbled, ®"Tory rovolt" flored again; but
this tims, instead of the strategic "retroat to Biminghau", there was a
more affective riposte, Tha [talian intrigue, first publicly launched
in the Daily Mail, was brought into the centre of the whole affailr,

By Monday of this weak, it wns boing semi-officielly "explained®
at tha Forelgn Office that

(1) Poland cannot be defended without Soviet co-opermtion, and is
therefors no vse os an ally unlees the Sovict Union ie an ally toe,

2 It 1s true thet such an allisnce would Ysipe -the floor? with any
combination opposed to it, but "wo puet always remember" that ln Warsaw
thare are "certain hesitations about co-operatlion with Moscow",

(3] Questionsd as to whother the objections were really in Warsaw
and not wery mach more in London, tha Forelgn Office sighed end glggled and
pald that of courss there "arc cortain slesents in the Cabinet who" ste sto
ateo,

{4) But in any cass "we mow definitely from Mussolini" that any co
oparation with the Bussians would precluds any "u_'.r.-pr.t.h-.lt.tu: attituds towards
us in Roma®,

ol the glman,

At the sams tlme there began to appenr ln the British and Froench
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Press -- which a few days before had been publishing jolly plotures of
Stalin and Voroghilov -- articles "doubting” the stremgth of the Soviet
Army, the Soviet airfleet, sto. etc. ots, precisely along the lines of the
“Lindbergh conversations” at the iises of the September surrender, Ry the
tlme Mussolini had lmanched hig claims on France, the Times -- and still
more the British Esbasay in Parls — were '‘doing the Runcimen® and ds-
manding French surrendsr to "these ressonabls claims® axactly according to
the plan of "Bunclmanigation® cutlined sarly this year in this corrsspond-
ence and hotly denisd then by all and gundry,

fkross and Four Powsr Pugt.

Behind the Itelien intrigue in Leondos l=msdintely re-formed itpelf
the grotesqus alliance which hap ecigted for yoerre (end frequantly besn
commented on berv) between the "Strosa fromclace® who ioapine that they
are "pulling \useclini ocut of the Axls", and the Four Powsr FPacters® who
know wory well that the purpose of concessions to Mussslini is to Tfind a
way, via Rome, €o Borlin; whome alm, that iz to say, im mot opposition to
Barlin, but an approach to Hitler through Mussol ini, with France ultimately
playing fourth flddle in the Four Powsr combimmtion,

Tha flow in flrat theory is that it 1¢ an illuglon, The flaw
in ths socond ia at while it ie intended to lead to a position in which
the British Gow * will have "mipcled in" £t lest to a place "on the
board® of the Berl me-furgoe-Tokyo company, what 1% really leads to La
& progroselve wonk ; of the ponitleny held ogainet the Axis by Britaln

and Framca, aad he h: ageelorstion of the rate at which the Axis ap-
proaches the momunt « Gott will etrafe England,

The mltarputive,

Subscribare a y Wi to melr ve whathar the peoplo who
support thase cotnst e foola or villeins, and if neither,
why they go on the soy thay do, far ag the £i part of the recurrent
mostion goes, it iz renll material whether people are villains behaving
foolishly or fosle bohs 11 mnL ard in any case th.re is a polnt
whare stupidity y ¢ %o very muich the same thing., 5o far as
the reason why thay behave ns t) calarly during the past weak,
it is relotivaly sisple: far ] itive to these policies of disaster
ig that co-opormtlion with ‘e 1 which these some people re-
Jected (despite & £ o o Eacaannn) &ven in tho darksst
hoars of 1919 =he r oW y i 1 that so-operntion with
Lenin would ce nly dan the = d mi n scale of the war,
and rejected sgoln on ardny Ma~ch 1939 + he enne wora reaching
for the Bumaninmn

Paris-Roms,

1
wapposed

vl been
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M. Bonnet'y lack of tapta,

The logical -- not the British-thacrotical .. Sonsequences of the
abardonment of eastearn Purops and ths Presmure on France to Acoept Ih
Mussolinl elaims, wors vory quickly and unploassntly svidant in Londen in
the conduct of M. Bonnet during tha Labrun visit,

The first thing that happensd wons that M. Daladisr tealephoned to
Bonnet and sogpested .. under pressurs of the Public opinion then Preva-
lant in France in favour of fuick and strong Angl o-French-goviat actlon --
that M, Bomnet had better urge the Britieh Government to "get om with FLL
M. Bosnet replied that he WA not proposing to do anything of the mort
that he antirely understood the hesitations of his London friends:; that
ho thought the Soviet propossl was Just as "premsture” sy the British #14,
and that he would fall in entirely with tha Britieh attituds,

M. Daladier, poseibly under thp présmure of the bottle, raged at
M. Bonnet, ordec.d him to do an he was told,

Thersupon, cocl as you plense, U, Bonnet replied that hs would ds
as he choss, and 1f dear Edounrd wighed to tbject, why then dear Georges
would say a word or two to this perscn and that about just precissly what
happensd at thig and that particuler mement of the Stavisky scandal and
why ond by whom B0-find-00 was sulcided etc eteo, s for omce at least,
the femous blackmail which is supposed (ine ‘rrectly) to be the sole reason
why Deledier has to keap Bonnet in hig Cebinet at all was brought into
operation,

Inlking to Flandin,

All this howsver Tas regarded ns good clesn fun compared with what
heppened next, For next M, Bonnet, having effectively sllenced ths absurd
Daladier, procesdsd to Pat himself in comminientisn with M. Flandin, Im
fact during the Ereater part of his vislt to London, M, Bomnnet was reporting
not to the Prench Government tut to M. Flandin, who in turn -- as & Municholw
cent pour cent and avomed capltulator —- was in dirsct commnication with
Herr won Ribtbentrop,

Tia M, Flandin, M. Bonnat eounded out Horr von R!.tl't:l:-n'l.rl:-p once again
on the possibilitisg of a quick Franco-Gersan doal at the oxpense of tha
Entente Cordiale, at ths oxponee of the contimumncs of democrntic inmtity.
tlone in Prance, and in Iovour of French "neutrality® on der Tag when Hitler
"goma for London",

The "better clemont" emong the British thought this sort of thing --
conducted from London ltmolf hardly in "ths beast poeeible taste” and
cotentatiously cut M. Bonnet at the Indie Office Ball. Even the capltula-
tors, themselves hand-in-glowve vith Berlin and Romo, were o trifles chilled

mnet!es behnviour, judeing thet it the beet it tonded to "glva thae

suspiclone of M, Bonnet opread in guch "gn.




25> Xoub

holpful® réwd services ag The Week, and at the worst might exposs the whols
gmme in unploasant fashion Just as thinge were "siemering down® after Pragus
and the Bitminghess move,

In Frinds

Although delther M, Bannet ndr M. Daladler cas b talon as to mny
sorious degres reprossitative of Prouek hdss opinien, there is no questich
that the imactions of the Britishk OJovernmant, plus ite mapport for Musso-
lini's clalms streagthoned the hand of the capltulators in Framce, by
shocking and confasing patristic épinion,

It is slgnificent of the situntion within France that arcund the
emerguricy docrose therd is still o sort of equilibrium betwess ths forees:
sufficlent at lonst to provent ths dedrees for the moment being used not
for natlonal daf tat Tor strike-broaking and for the final removal of
the lmprovements in woridng clmss conditions mchisved by the Peopla's
Front,

Observore in Parism bellieve that ovdn undsr prosont ciroumstances,
it would b imposaible fof Sonnet bg carry out his pro-Nesi capitalation-
igt policy "to the end" without facing asccial rewvolation in France, and

for this reaadn “ha

of *trughing and ‘henstringing the piblic by

means of the emergoncy |

It hrs yot gone

tholr advance:
cover of

depandin
nourca®;

and

London

wars woald have to go o great denl further than

of tho kind could bo sericusly dontemplated,

von Ribbentrop to M, &o¢ 3riden, Bonmet's
ral woeks ago. It was demanded by

n ordar to convince Germary of
midship, rust "make certain in-
1 of the Gexmnist Party and a

carried out as a rule under
senion®, -and thersafter,
and if possible pro-
rttacks froo the right,
os® to carry out . the

wmythlng 11k
ris still
lppe=Bonnet policy,
iy Elgh Comand is boing
possibility that they
the whole pelley -— this in tarn
a policy is dofeated "at the

@& mltgation nt

i




= b,

ngain become so bad that again the "Tory rovolt® was in progress, and
the talk of. & Government under Lord Halifax was rovived, It sppears
to ba.tros that under the influsmos of thae Blshop of Ripem, Lord
Halifax has within the past three days commlited hineelf more dafin-
itely than over before to opposition to the policy of Mr, Chasbarlain,
and has gone to the length of sxproseing aleo certain views on the
personal and political charmcter of Mr, Chambarlain in general, which
woald moon ot leoast, to mako it momewhat difficolt for Lord Ealifax
to continue any longer his policy of acting as & sort of "stooge" for
the Prims Minister, continually talking the odge off attacks upon tha
Governsent by tho suggestion that "mfter all Halifax is all right".

Tha "robcls® bolioved last night -- and for all anyme kncws

any still be bolioving by this ovening — that they have secured from

the Labour leaders an agreecent not to object to & "Promier in the

tords®, if and whon they succeocd in broaking the Cabinet split wide

open and openly backing Helifex,

Although a1l such "rovolts” are liable -- in the absence of any
perious pash from the Labour sida —= to collapse overnight or ower
iunch, 1t is troe that the sltustion has now renched a point of such
gxtrome gravity that ovon what hove been ealled "the great lvery hoaded
nnsnas of the Tory Party® are, ao to cpeak, tuming in thelr sleeop. It
was thought to be of extrene significance on Tassday sht that 5ir
cmmas] Hoars was boginning to spualk gravely of his touch of flu and
allowing tho sassestlon £0 be made that he oisht be confined to his bed
for at loast = fortmight,

This wng taken as an excellent baromoter of the gravity less of
gir smmuel Hoare's physlicnl henlth toan of the politieal health of the
prime Ministor, which shaky indosd if Sir Smoael feels
himself compolled to g he sceno until the cat has jJusped
e way orf anothar,

pituation ig, it 1s still trus that a
rapld and total rov 1 of naberlainies® in British forelgn pollcy
could even AOE CUCOVET I the pround lost, and build --
with th fans end th pnch -—— & "front® agalnet ths aggrossors
whic 80 T fuf i slowlng down’ of tha—"Goering plen® of

weaks aco snd carried cut with

yearly, 1bf= juarly. Forelmn
nd pominlens where ALr Mail
Ppinlime whoero




THE SECRETARY OF THE TREASURY
WASHINGTON

= x&f//:f} April 13, 1939

__E \u/“

My dear Mr. President:

I am inclosing herewith Harlan
Miller's article. I thought you might
enjJoy reading hie reference to Lady
Lindsay and the Chatfield-Taylors and
the Battle of Yorktown.

Yours sincerely,

The President,
The White House.
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THE WHITE HOUSE

WASHINGTOM

April 18, 193¢,

MEMORANDUM FOR
THE SECRETARY OF THE TREASURY

This I take it is the
Order which will be kept in
your safe ready to be signed
at any time.

Please, however, read
the opinion of the Attorney
General.

F. D. R.

Executive Order regula ting transactions
in foreign exchange, transfers of
credit, payments, and the export of
coin, bullion and currency. Also
letter from the Attorney General.



STANDARD FORM MNoO. 14 A
e row  The White House
MWashington
OFFICIAL BUSINESS—GOVERNMENT RATES
IIMT um U, §. GOVIENMENT FRINTING OFFICE TaTag

April 25, 1939,
HON. HENRY MORGENTHAU
1133 FIFTH AVENUE
NEW YORK, N. Y.
MANY HAPPY RETURNS OF THE DAY STOP IT MAKES ME HAPPY THAT
YOU ARE EXACTLY MY AGE STOP WE ARE BOTH APPROACHING MIDDLE

LIFE WITH VIM AND VIGOR  AFFECTIONATE REGARDS

FRANKLIN D, ROOSEVELT



THE WHITE HOUSE
WASHINGTON

CORFIDERTIAL
May 3, 1839.

MEMORANDUM FOR
THE SECRETARY OF THE TREASURY

Will you speak to me about
Ernest Angell?

F. D. R.



THE WHITE HOUSE
WASHINGTON

May 4, 1939,

MEMOR ANDUM FOR
THE PRESIDENT

The Secretary of the Treasury tele-
phoned to say that he is going to attempt
to collect statistics from agencies other
than WPA to show how many people were at
work in April due to activities in FHA
and RFC, etc. He says he is sure we will
find a very large number of people were
at work as the result of government aid,
direct and indirect. He bellieves some-
body should take the aggressive side
instead of apologizing. He thinks oo
much of this has been done.

The Secretary would like to know
if you approve of his doing this.

G.



THE WHITE HOUSE ,.-" jld
WASHINGTON J

May 13, 1939,

MEMORANDUM FOR
THE SECRETARY OF THE TREASURY

Will you speak to me about
this on Monday at lunch?



THE SECRETARY OF THE TREASURY
WABHINGTON

¥ay 11, 1539

Hy dear Mr. President:

lr. Hanes, Mr. Bell and I met with Mr. Jean
Honnet Monday night, at my house, and discussed the
French debt %o the United States.

The French pre-armistice cash loans, as you
will notlice from the inolosed statement, amounted
to §1,970,000,000. Her post-armistice debt for
casn loans amounted to §1,087,000,000, and for war
and relisf supnlies, §407,000,000. Thege flgures
repregent the original debts and do not take into
conalderation tne acorued and unpald interest nor
repayments made by France before and after refund-
ing of its debt.

If we ghould follow the very tentative suggeatlon
of Mr. Honnet and forgive the pre-armistice debt of
$1,970,000,000, this would leave France still owing
us ¥l,434,000,000,

Mr. Monnet's tuought was tnat we mignt arrange
socme barter deal for the F407,000,000 of war and re-
lief suppllies; leaving a net 51, ¢ 000,000 to be
repaid us in cash.

If we snould follow through with Ur. Honnet's
suggestion and take up tne Britisn debt, we find tnat
thelr pre-armiatlioce cash loans amounted to 33,896 ,000,000
and thelr post-armiatice cash loans only §5681,000,000,
Tnerefore, I raise the guestion at this time, before
we proceed rurther with Mr. Honnet, whetner 1t would
be feaslble to apply tue Monnet formula to tne Britiasn
and otner Governmental debts to tne United States.

Mr. Monnet has grave doubts as To the wisdom of
raising the French debt gquestion at this time and we
snare his doubtas.



—f=

Nr. Monnet 1s walting to hear from me and I
shall be glad to have your views before proceeding
in tnese converaatlona.

FaithTully yours,

The President,
The Wnite House.



(fIz thoussnds of dollars)

Featnrmintics Toral Wapagmants | Original Figuaats on faodel | Lagriske fun And GRpaAll
Prearsietlos obligations |of prissipal Eak Dabi as Akt Total dakt
eans leans Liaf supplies | originally prior to prizoipal nfﬂm [ Frizelpal Tatareat Frinciml Tstermat Morstorias| Mey 1, 1939
asguleed Eefuniing bt Swiilen
Iaaded debie;
Balgiu® snnsan wersaiEa 171,780 177, 484 e e, 08T 2,007 417, 7ED 7,100 L4, 450 28, 800 a1, 388 B, 329 43,080
Cunchanlovakla covssvsnnss - 1,074 29,904 #1,880 - 188,071 19,830 — 17,80 - 2,001 185,729
Estonll soscsssnsinnanannn -— - 13,50 15,999 — 18,484 - 1,247 L 3,841 L 2O, 73T
Plalaad ssssnssssasssnnsns — - 8,282 L1 - 9,000 B8 3 30 — —_ — B, 240
FrEOCH ssssnsnsrnsnssnsans 1,770,000 1,027,470 0T, 3,404,019 B4, B8 4,02 E, 000 181,380 38, 880 P4, 348 280,309 33,518 &, 180 528
OGarsany (lusirias lo- 1
Aebtelnann) corsoauee - - 24,088 24,988 .- 24,805 L= - 1,840 - 139 26,012
Orsal Brilaln ssseesssssns 3,000,000 B, 000 — 4,277,000 203, T2 &, 800, 000 232,000 1,232, T0 202,000 33,899 108,923 5,413,368
BB sy asiisroshssiines - 27,18 - 27,18 3 32 497 1,087 5,440 1,929 e 34,063
- 1,888 1,688 —_ 1,983 T4 423 5 3s8 £t 2,368
LT, C04 — 1,648,004 14 &, a2, 000 37,10 8.7 0,200 12,548 9,808 2,022,745
LARWlR sessssssssssnassnss = - 5,152 B, - &, 550 9 a1 it 1,480 188 i, 548
LAMSRERLR onessnrrnannens . == 4,982 4,582 - 5,482 a8 1,008 84 1,230 180 7,880
-- 189, Ay 159, 607 -- 207,54k 1,287 19,8511 10,380 48,085 5,018 289,802
25, 000 12,911 a7, 1,799 [ 2,700 2 9,000 - 1 63,991
18,178 24,978 5,78 T &2, 850 1,228 -— 2,278 118 - 81,741
2, BR3, el R, 012 | 19,138,480 271,022 11,704, 487 oTE, B 1,520,518 1, T 1, 268, 47 164, 054 12,710, 528
— 11,080 11,963 == 11,980 - - - - 11,342 - 23,503
- -- 10,000 10,000 - - - - - et e o
28 — 28 28 -_ - - - =45 - - .
g 42 &2 142 %0 - - —a - - -— -
BBBAR nsaniannsssnnnnins 17,730 e 4,571 182, 801 - 182, 401 - - -- - 182,771 - 338,072
PohAL coinnvnnnnsrnss 197,730 28 17,253 218, 019 10,168 204,051 _ - — _— 204,134 — i, 578
Total sesssnrersnnnnennsnnes 7,007,118 2,833,249 THO, V8 10,350,479 R, 30 10,088, 489 - - - - — - 13,119,504
&, 008 - - 2. 0er
- ax = 10,000
o4, e - - B4, BET
72,17 - - 202, 182
3 - - 3
a5 - - 154
248 - = d ]
— e -= e
1.799 -— == 1,9
Togeshlavih cssssenssssnsss - TEE - - 728
Total coessonarannnn 140,001 141,783 158 - 01,990

L/ Inclades B1,718,888,244.38 on mocount of imterest scerssd prisr te funding end 127,208, 578,44 isterset fanded usder debi mgreazazii.

ADOOUFT  AND DEPOSITE
sy 11, 1839
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THE WHITE HOUSE
WASHINGTON

’f
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Uay 13, 1939,

MEMORANDUI{ FOR
THE SECRETARY OF THE TREASURY

Will you speak to me about

this on Monday at lunch?

F. D, R.

| ——
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At o e T T —— L T
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.




THE SECRETARY OF THE TREASUAY
" WABHINGTOMN

May 11, 1339

Uy dear lir. President:

Hr. Hanes, lr. Bell and I met with I». Jean
Lionnet Honday night, at oy house, pnéd discussed the
French debt to the Unlted States.

The French pre-aratstize cash loanis, ag you
will notice from the inclosed statanent, asunted
to §1,970,000,000, Her poat-arnistice debt fop
cash loans smounsed to #1,027 000,000, and fopr var
and relief gupnlies, 407 000,000, These fipures
reprasent the orizinal debts and 4o not take inta
conslderatisn the acorued nand unpald interest nor
repaynents made by France before and after refuni-
ing of 1ts debt.

If we sheould follow the very tentative suzgestion
of lr. lonnet and forcive the oro-sristice debt of
#1,970,000,000, this would leave France 8tlll owing
us 1,434,000,800.

Ur. lonnet's tuousht =as that we mient arvanpe
some barter deal fTor the 5407 ,000,000 of ror and re-
lief supvlles, leavinc a net J1,08Y,000,000 %o be
repald ua in casl.

If we siould follow through witn L. llonnet's
nu:¥eut1nn and take up tne 3ritiasn debt, we find tant
tneir ore-araistice cash loans ameuntsd fo 53,886,000,000
and thelr post-armistice cosh loans enly 3531,000,000,
Taerefore, I ralse the question at thig time, before
we proceed rurtier vith ir. lonnet, whetner it would
be feaslble to apoly tue Lonnet Tormula to tra Britiash
and otner Uovernasental debts to tne United States.

lr. lonnet has srave doubts as to the wisdom of
ralsing the Prench debt question at this time and we
snare hls doubts.




B

Mr. Monnst 1ls waiting to lLear from me and I
ahall be glad to have your views before nroceeding
in theae conversatlons.

Faithfully yours,

e o

The President,

The White House.




{In thousands of dollars)

Fostarzistlce Total Rspeymenta Original Fayments oo Tandel =FIREY fus e wepaid
Frearxistios [ UANE ToAnW VAT &% To= | ebligations |of principal nat Dabt ma Aath Total debt
canh losnw 1iaf wupplies | criginsily ‘srier to prinsipal refunisd Frioeizal Tntersst Fripsipml Interest Moratoriam| Mey 1, 1909
sequired | refunding ek ﬁﬁl anmuitien
Dunied debis;
Belglum sssscsssrssasarais 171,780 177 434 29,673 379,007 2,08 377,80 417,780 17,100 14,450 28,600 43,388 820w 449,080
Crachonlovalci ssrsssrsens -— 1,874 29,508 51,880 - 91,890 188,071 19,830 . 17,670 - 2,011 168,729
Eatenls sensnvsonss - - 13,999 13, 599 - 11,599 16,488 - 1,847 659 3,681 L] 20,737
FLoland sssnesvsons - - 202 B, 282 - 8,282 9,000 ] 4,209 - - - 8,249
FIADOH snrasnnsnnsnsnsnnns 1 F70,000 1,027,478 47,541 3,404,019 4, S50 3,340,130 4,025,000 161,380 38, 680 2E4,348 250,398 33,58 4,180,825
Qarsany (lastrian la-
debkadnenn] csssssans - —_ 24,0858 24,0548 - 24,058 24,618 B3 - 1,840 — 32 26,012
Great Britals seeosssneons 3, 008,000 581,000 - 4,277,000 202,182 4,074, 818 4, 00, 000 232,000 1,232,770 202,000 893,859 108,928 5,410,368
DIROE vavsrontairnrnbntss - F T — 27,187 27,184 FENT ] gl 1,00 5,440 1,929 et 34,088
Hungary . . - - 1,508 1,688 — 1,68 1,083 T4 473 53 304 48 2,365
1taly .. evssn 1,051,000 £17,004 - 1,848,004 384 1,647, M0 2,042,000 37,100 8,767 80,200 12,748 9,858 #,082,743
Latvlh sone P —_ —_ 5,152 5,132 — 5,133 6,889 ] (=31 45 1,420 158 B, S
Litimanin - - . 4,992 4,982 - 4,582 £,432 Fer) 1,002 284 1,830 180 7,650
Poland sisrasnns - - 159, 687 184, 687 - 189, 687 207,344 1,887 19,311 18,380 46,0838 5,008 289,502
s - 28,000 12,511 37,911 1,799 38,112 58, 540 2,7% 29 9,000 = L &, 791
TAgoBLATLE «sravnspsssnnns 10, 603 15,178 24,570 51,788 L] 51,000 2,050 1,828 - 2,875 11% ol 51,741
Total cossrresosnnres 6,879,358 2,533, 263 722,012 10, 138, 460 71, e 9,063, 8 11,704, 487 478, 632 1,320,518 41,263 1,285,437 i, 04 12,710,628
Onfunded debte:
ATBERLA. vosnsrrasnnnnnrans -- - 11,960 11,960 - 11,960 - - - - 11,343 - 23,303
Badm cssins 10,000 - = 10,000 10,000 T4 - - == = == -- -
Liberin 4. == 28 - 26 28 = - . - - - - -
Wicaragua . - -- a2 413 142 o0 = - == -t o - Ao
N | . . -- 4,671 192, 601 - 192,801 = - - - 182,771 - 388,372
Tolal covesnssnsnninn 197,730 6 7. 203 215,09 10,188 204,851 = Freey an - 204,114 - 400, 678
POtal sssssassrassnsnnnrnnns TyOTT, 118 2,533,289 T, OTE 10,350,479 281,990 (10,088,489 = - -- - - . 13,118,304
Beparmentet
Palghim cosssssnnsnsrnsrnn == 2,008 - = 2.0m
Cubl sossssssnrsnnsrnnrsns 10,000 - - - 10, 000
FrAOON sssescasssnsssnnsnn - &4, 689 - - &4, 585
Great Britals sossesssesss 130,011 772,171 = - 209,182
Greecs ssssssssrsnsnsnssnn - 3 - == 3
IRALY sssesssnsnnnnnnnvrns == 64 - - 35
LABATLE cscacsasnnsnsnnsnn == 248 - 28
BLCATAEAA cosssasassnnasnsn - -_— 142 -— 142
Bomenin sessssesrnsonnnsns an 1,799 - -- 1,799
Tagotlavis -us I -— e - —
POtal sesrsssesnnsns  DHO,001 141,783 196 - 41,990

1/ Ineludes $1,718,556,244.20 ¢o sccount of intersst accrusd prior to fusding and §127,226, M78.44 Lutersst funded under debt agressscis.

AGCCUWTS AND DEPCSITS
May 11, 1939




THE WHITE HOUSE
WARHINGTON

June 1, 1939,
DANO

FOR PREPARATION OF REPLY
FOR MY SIONATURE.

F. D. R,

Letter enclosed from Mr. A. W, O'Connell,
0'Connell Packing Company, P.0. Box 5624,
Eenton Station, Portland, Oregomn, in re
petitién to the Becretary of the Treasury
to secures a reclassification of imported
ecanned meat dog foods.



a THE SECRETARY OF THE TREASURY

f L
?" WABHINGTOMN 4

June 13, 1535,

Denr Boss:
1 got your note,
I am in faver of dog food.

1 think this Argmtine stuff is a lot of balommy, tut
that will do for dogs who can't get fresh meat,

My pecple have fized up scms words for the barker from
Oregon. Personally I ignore all dogs that bark. I advise
you te do the sanme.

1 lick your hand,

Affectionately,

DAKC.

The Presidemt, ' m

The White Houss. N .
(Hiz mark)

{Msosage communicated through Hemry Morpenthau, Jr., Becretery
of the Treasury.)



THE WHITE HOUSE Y ‘;'./
WASHINGTON ‘ '

[

June 13, 1939,

MEMORANDUM FOR
THE SECRETARY OF THE TREASURY

Will you speak to me about
this?

F. D. R,

Longhand memorandum from the President:
H. M., Jr.

Bring figures tomorrow on cash
outgo to farmers up to July 1, 1940.

And I am to talk it over with

Wallace and then with Sen. Bankhead
and Sen. Ruecell,

F. D. R,



? 'I.p. s

A

#F f 7

THE SECRETARY OF THE TREASURAY .fr/flllr'},«’
WARHINOTO N e

¥

June 13, 1839

My dear Mr. President:

I am inclosing herewlth an
up=-to-the-minute progress report from
John Hanes in connection with the tax
bill.

Yours sincerely,
/WA]W

The President,
The White House.



TREASURY DEPARTMENT
INTER OFFICE COMMUNICATION

DATE  June 13, 1033

T™ Secretary lorgonthai
FROM Hr. Hpnes

The subsommittes of the Wmyw and Means Cosplttes on Internal
Fovenna taxption wt ite meetingn on Eonday, Juns 12, 1970 nmde the
follewing deciolons with resnect to matters te te {nclufed ln the
revemus blll:

1. Mo sg C VAT .

e+ It was agreod (in the ghyence of objfsctlon)
that losses should be cerried over from 1930
to 1340, to be firet usel for computatism af
locope for the year 1240.

be It wat acreed (in ths abeence of objection)
that & ret operating loos may Ye carried over
from one yoear to the tro sucoesding years.
(ir. 0'Donnell estiamsted loss of revenus from
& tmo year carry-over from husiness years 1lke
1929, of $23.6 =1111on).

. As & zart of Lts conelderation of the matter,
it was understood by the Oosmittes that canital
lozses would be excluded in cos-ating met oper-
atlng lonsen.

4. It waw sgreed in the sbsence of cbjection that
perponcl helilng compunles should nat be allowed
this now operating loss carry-over.

2. Exces fit "

g+ It vas pgreed (o the sboence of oljection)
that the undletriltuted prafits tax should mot
ba oxtendsd beyond 1937 (Revems looe estlsated
by Ur, O'Donnell st $17.5 s111ion) and that the
rute on corporations shove 25,000 should be 183
(revamue lnorease with proposal in h. Balow estl-
mated by Ur. 0'Donnell at i&ﬁ sillion sssuning
banks and inpuranse companies to be insluded inm
generel trentment).



e

B As %o corparations under 305,000, 1% mna agreed
{in the abuence of objection) that the rates in
the procent low with respect to these garpara-
tions ghould be sontirmed.

8: It wae firet agreod temtatively (in the absence
of ohjeotion) that the diwifiin: 1ins between
loroe and esell gorporatione sheuld te upon nek
lncome and et upon normal %ax net imecze. Om
further conslferntlon 1% was agreed that the di-
viding Iine should be on normul tex net lrcome
which 1 net {ncoms lags interest on partially
exempt Federed obligntions and lsss the credit
for intsrosrporste dividends.

& It was agreed that basite, Shine pod Trads Aot
companies, Lnpirenge somoanles and carporstlons
in possenslons ghall be t-eated 1lke other cor-
poratlons as to rates and that subusl lnvestsent
comanies ehall be tared ot & flat 187 regarilens
of the slze of inceme with tho cpme coedit for
dietrituted fncome which thoge comprales now re-
celwe.

e. It wao agreed (in the wteence of sblectian’ shat
forelin corporations engaged in trade or business
rithin the United States are to be toxed st 287,
ingtesd of 193 a8 In $he present lgr,

f. 1% was sgreed (In the shoence of objectlon) that
the present ;rovislons taxing forelgn eorporations
not engaged i trale or tuslness In the Tnlted
ot 8 shell be contirued. Ther ore nov taxed gt
'.I.;h ﬂi&ulﬂﬁllm ezcept Alvidents and
at upon divid s

£« It mas wgreed (in the sboence of oblection) t:at
the speclel treatment glven under prepent law to
eorporations in berltemtey or reselveruhip, Jolst
stock land tonks and reatel heuelng eororetlcns
sholl be elimleated so that these corporations
®121 bo freated 1lke g1 others.

£l the altatios on corporate cepltal loswes.

@ It wen agreed (In the aboonce of cbjectlon) that thars
shall te me lisit on deduoticn of long Serm loeses L4



%

7.

-

earporatione (Hr. O'Jornell satlmnted revenus lase

at wdl1ien),

B It wmo agresd (in the wbsence of objection) that

there alpll ba &

Ualintion on the dainotitiliey

of short-tarn locces so bhat they can only te ap-
plied pgnlngt short-term weine for the tambla
remr with & one-sear eurriover for dse poningt

chort=term guine

in the mext year. (v, GliDomnell

egtinnted rovenun lose st §l.4 =l11ion),

It mar spparently sorest by the Eubcomaities thot &1 of
the foregolng proposals ghall first becons cperetive for
taxmble yearr ompencin: in 1840,

Lre J'Ionnell esilimsted the net revenus loas Troo ell of
the foregoing propceale st $15.7 allléon.

It meg agreed by vole that the srciee tazes oaf raatal

ake provisizne ohall
Hepdler cose

te extendsd for two senrs.

It vas weveed (by vote) thet o provislon te slizimote the
protlens oreated by the Hendler came celatlng to samnegption of
Indebtedaonn o corpornts reorgandentions ghall be Losloded

in the Bi11,

It wan agreed (in the

obeence of objeotlsn’ thet a proviglas

to eli=inste the protless orssted by the 2

caser relating to the
ircludad in the BL11.

tarmption of stoek dlvidends, ﬁnﬁrﬁﬁ

Tk, W .



THE WHITE HOUSE
WASHINGTON

June l6, 1939.

MEMORALDUL IOR hil.ie JT

A little sparrow tells me that
a gentleman named Sclwnrtz, formerly of
the Chicazo Daily llews, 1s now with your
publieity department and he is alleged

to be gettin: news for the Chicago Dailly

lows.
Will you have Herbert check?
-J[:.-:-'I_‘-‘
FDR/d})
DECLASSIFIED
By Depuiy /- - ¢ of the V.8,
By ¥, J. Ste DobAl L. !

s ————



TREASURY DEPARTMENT Ll

INTER OFFICE COMM UNICATION

oATE June 19, 1939

To Secretary Morgenthau
FROM Kr. White
Subject: Japanese trade

1. Japan still has a highly unfavorable balanos of trade
wWith the world (excluding trade with the yen bloe - Manchuria,
KEwantung and China), amounting to 575 million yen (£190 mil-
lion) in 1938, Japan's trade during the first four montha

of 1939 was more unfavorable than during the same period of
1938, indicating that there has been a worsening of Japan'sg
trade position this year,

Both exports and imports have been down sharply from
the high levele of 1937.

Japan's Foreign Trade
{excluding China, Manchuria, and Ewantung )

(In millione of yen}

Exports Importe Excess of
—lmports

1936 2,03 2,370 320
1937 2,38 3,345 960
1938 1,524 2,099 575
First 4 months of 1937 15 1,164 L
e mes " 1938 e 684 21
N RE e ¥ 1539 450 701 251

2. Mmmmwm
m_l,%g t this year. United States exporta to Japan
in 1938 were only percent less than during the peak year

of 1937, although Japan's total importe had ﬁro‘p?nd 37 percent,
In the first four months of 1939, however, Japan's purchases
in the United States were down 20 percent in comparison with
the same period of 1938, while Japan's total imports were
about the same value as during 1938. (It 1s too early yet to
tell whether the drop of United States exports during the past
few months represents a shift of Japanese purchases to other
parts of the world or whether it represents a drop in total

Japanese purchases.)



Secretary Morgenthau - 2

Our imports from Japan were 38 percent lower iln 1938
than in 1937, simlilar teo the change in the world's imports
from Japan, and have remained at this lower level during

1939.

3 risen 8 .
J 'a r ta v I b maintained

[ of e clin Yo « Japanese exports of silk
in the first four months of 1939 were in value about the
game aé durlng the same period of 1938 but the gquantity of
silk exported dropped from 131,000 quintale te 103,000, a
decline of mbout 25 percent. During recent months the price
of Japanese allk haag risen from $1.75 a pound at the first
of the year to an average price of £2.75 per pound in May.
Since the flrat of June there has been a deoline in the
guotations for silk (June 15 it was $£2.50).

The sharp rise in the price of allk during the laat
few months has been attributed to the following reasons:

(n) Domeatic consumption of cotton, wool and
rayon has been sharply ocurtailed in Japan and as a
result the Jananese have been buylng large quantities
of allk for thelir textlle needs. It has been estl-
mated that a third of the total sllk erop of this
year has already been sbsorbed for domestic uses.

(b) The sllk producing industry of Japan has
been putting sharply reduced quantities of silk on
the market, probably due to a labor shortage and the
generally poor gonditions of agricultural production
under war-time conditions.

(e} The Japsnese Government 1s now taking steps
to malntain lower prices for silk in the world markets
and ls attempting to reatrloet domeatic uses. Japan
fears that a high price for silk may encourage the use
of substitute products. '

Japan's exports of sllk in value were only 10 percent
lower for the whole year 1938 in comparison with 1937. The
quantity was about the same as in 1937, the reduction in
value being attributed to the lower prices for silk,

United 8tates takesa about 90 percent of Japan's sillk
exports. During the firat four months of 1939, Japan ex-



a

Seoretary Morgenthau - 3

ported to us 1b percent less silk in quantity, compared with
the same period of 1938, but the silk was B percent more in
value.

4, Japan's imports of cotton in 1938 were cut in half from
the previous year, Her importe of United States cotton were
down about the same percentage as totel cotton lmports.




19136

1
1536

1938
1539

Japanese Exports of Silk

Exporte to U. B. -
In mIIEIon {In thousend TIn

¥en) quintals)
334 La7
325 160
28 393
{h mos.) 76 102
4 mos.) B2 B6

Importe from U. 8,

¥en)

%

g4
98

Total exports

on n thousand

quintals)
873
N7

131
163

Jepanege Imports of Cotten

Total imports

n m en [In milllon
yen) guintele)
372 2-9
6 "B
ice 12
L . 1.0
Eu :ﬂ:_; EE 1.2

(In milllicon (In million

yen) quintsls
550 15.2
851 178
L3y 9.k
128 2.6
1ko 3.1

United States Trade with Jupsn

Exports to Jepan

Imports from Jepan Excees of E

or Imports

)

1t

4 mos.
4 mos.

2oL, 3
2E8.
233.

) 5§

(In millions of dollers)

171.7
2oL, 2
126.8

bo.g
2.5
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JAPAN-C0NFIDENT—
OF BALKING BRITAIN

Continued From FPage One

jected them all becauss I could ses
no possible value in them."

“This la no mere local lssuas,” ha
econtinued. "It will never bes sat-
tled until Britaln drops her pro-

been apnounced. 'l‘ag: o a
Cablnet yesterday mmmunm_ deadlocik |
| stand of the North eom- | had reached in which neither
mander on the blockade of the |could back down wi tremen-
British and Frensh Concesslons dous loss of prestige, “Face' belng
- In Tientsin, In effect vesting him umvmwum
mhfanwmstnhwﬂ-ﬂu Orlent, It was believed that a re-
ER dmmante e entory e TS S e Yo Bt -
on Eo-
mfmmmwm mmmmudmmmp:fnlw
lsh would not be enough now to| Eastern events.
J “.mffn Iurmug"a;
ApAness T New Terms for Kulangsu
i‘ four, ““W'“"mmm Wirslsss to THE NEW Toxx Ties,
HONG KONG, June 17.—Goro
“The erux of the question is|Uchide, the Japanese Consul Gen-

whether Britaln is ready to malke

"unqualified revision of her China

polley,"” the commander sald,
Domel quoted the commander as
eaying Britaln would need coopera-
tion of the United States to make
any economic reprisals against Ja-
pan effective but that such coop-
eration was “‘extremely doubtful.”
In Tokyo the British Ambassa-

Eugens H. Dooman, to discuss the
Tientsin situation, but the talk was
Mlhdumwdrummnu!
Thers was no indiea-

eral at Kulangsu, the international
sottlement off Amoy, has arrived at
Talhoku, Formosa, en routa to
Amoy with fresh instructlons from
Tokyq for settlement of the dispute
with the foreign area, which is fac-
ing & food shortage.

He indicated the Japanese atti-
tude was hardening, but there is no
flgn that the settlement is prepared
to subordinate itself to Japanese
authority,

Kulangsu Still Blockaded
SHANGHAI, June 17 (P, — Dis-

patches from Amtz. Bouth China,
report that Japan

siriet blockade of Amoy's Inter-
natlonal zone on Kulangse Taland,
with passage permitted only to
junks that fly special Japaness
flags and are registered with Amoy
naval headquarters, Chiness funk
owners hesitate to display the flag
for fear of reprisals on reaching
Chinese-controlled territory, whers
they obtain food supplies,
Previously food reached KRulangsu
from Amoy, but this has bean
stopped. Food supplies awalting dis-
tribution on Kulangsu jetties have
been sent back. The price of neces-
sarles has risen 50 per cent in Ku-

maintaining a | langsu.




Tune 23, 1939 ?, \

Memorandum for the President
From Leon Henderson

Henderson's slant on

Sub jeet--Hanes report to Morgentheu-June 13, 1939 on Tax Bill.
Attached is the memo to the President from Morgentham
and the report from Hanes.

See:Leon Henderson's folder-Drawer 2-=1939
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THE SECRETARY OF THE TREASURY e
WABHINGTON -

JUN 2 9 1339

Wy dear Mr. Presidenti

I am enclosing for your information a
coy of a confidential letter which I have
received from The Honorable Charles A.
Dunning, Minister of Finance of Canada,
dated June 5, 1939. I am also enclosing a
copy of my reply.

1 shall keep you informed of any arrange-
ments looking to the conference between the

two countries.

Faithfully yours,

The President,
The White House.



OTTAWA, June 6, 1959.

nbdieladlticteearty

Dear Mr. Morgenthau,

Some time ago at your request
I arranged to have Mr. Graham Towers, Governor of
the Bank of Canada, go to Washington to discuss
with you the problems involved in protecting the
securlity, commodity and monay markste in the esvent
of war in Europe, and the mesasures that might be
taken in that avent with partlicular regard to
preventing panicky marketing and utilization of
assets in our respective markets. I was glad to
have Mr. Towers discuss with you these important
problems because they had already been the subject
of conslderation and concern on my own part. Fromptly
upon his return Mr. Towers reported to me fully upon
his discussions and the questione which you had
ralsed, but unfortunately the pressure upon me during
the last few weeks has been exceedingly heavy because
of the rush to conclude the work of Parliament.
Parliament, however, prorogued on Saturday evening
and I now take the first opportunity I have had to
reach declsions and to give you the benefit of our
conclusionse.

I will now deal seriatim with the
various pointe ralsed by you.

l. In regard to the impounding of the
forelgn securitlies of our nationals, while we have
made no plans whatsoever in this connectlion, I think
I can assure you that in the event of such action
being taken that we will be able to cooperate with
the authoritlies of the United States in a way which
will be entirely satisfactory from your polnt of view.

2. Assuming that Canada does not
impound foreign securities owned by our netlonals, I
do not see how our Government will be able to super-

vise or control the actions of Canadlan owners of



B.

United States securities. However, your problem in
respect to Canadien owners of United States gecurities
will, it seems to me, be simply a minor axtension of
your own domestle problem., In any case the volume

of such securiiies will not be large, and in many
cases they represent lnvestments of long etsnding
which are no more likely to be affected by panle

then the investments of United States citizenms.

I should add that if the United
Stetee instituted certaln reguletions affecting 1te
own naticonals, there might perhaps be waye in which
Canads could cooperate to preveni evaslon of these
regulations by Cenadiens or by others operating
through this country. If you have any suggestions
in this regard, we should be very glad to glve
sympathetlc conslderstion to them.

5. The remerke meade In the preceding
gection sre appliceble also to the case of European
nationals who mey hold securlitiles in safekeeping in
Canada, either in their own names or in the names of
Canadisn holding companies. In other worde, I think
the Cansadlisen Goverrnment, while 1t could not take the
initiative in supervising or interfering with the
galea of such securities, might be able to cooperate
in preventing evesion of United States regulstions.
It 18 also possible that we might cooperate to prevent
evoelon of regulations made by the country of which
the Furoupean investor 1s a natlonal, 1f that country
were an ally in any war.

4. In regerd to commodity markets, I
de not see sny likelihood of Canacde being & disturbing
faector but I would be gled to hear from you 1if you
visualize any difficulties in this respect.

In general, therefore, the position
which I have cutlined amounts to thie. If we should
decide to impound forelgn-owned securities, we will
certeinly be willing te cooperste with you; and 1if
wa do not do so we will be glad to consgider any
request for sssistance and cooperaticn which you may
care to make.



I truet that I have dealt with
all the points raised by you with Nr. Towers and
that I have left no doubt or uncertainty as to what

our attitude will be.

Yours very sincerely,

Hon. Henry Morgemthau,
S8ecretary of the Treasury,
WASHINGTON, D.C.
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JUN £ 91839

My dsar Nr. Dunning:

I wish to sxpreso my thanks Tor your letter of
June 5; 1939 in which you glve your views with regard
ta the matters that I discuseed some tine ago with
Mr, Towers. I sincerely appreclats your ofTer teo
cooperate with us in the prohlems =e have Leen dis-
cussing.

It ogours to me that it oight be worth whils to
discuss Marther soms of L technioml detalls of the
prooleas which woull loevitably arise should it cecose
desirable to attea;t a cooperative prograz Tor the
protection of the security, soney, and commodity markets
of both countries ln the event o moute disturbacces
atroad. With that in view I suggest that & small group
of experts “rom the two Treasuries, and argy other
agencies that might be appropriate, confer on this
matter either ln Ottama or Washlogton. 1 should be
glad to have your views with respect to this muggestion.

Sincerely,

(Bigued) H. Morgenthey, Je

The Honorable Charles A. Dunning,
Uinister of Finance,
Ottaws, Ontario, Cansda.

HOWe BBiman



THE SECRETARY OF THE TREASURY

WASHINGTOMN
f
i u :Jﬂ'/ o -3
7

. g (M July 10, 1039 fa!

Ky dear Mr, President:

How that youp Selfnliqulﬂntlng Frogram
has been launched on the Hi1l, it seems to me
that 1t 1s equally important to g8t everybody
behind it ut thias enq of Pennsylvania Avenue.

Therefore, I am taking the liberty of
making the follawing suggestion! that you oall
together on Tueasday afterncon, the way ¥ou used
ta, your Cabinet plus the heads of all the vari-
ous Independent Agencles and on this ooccamalon
Elve the men who ars responsible faop making thias
Program work an oprortunity to explain it. Then
if you Personally will give half ag good a aaleg
talk to this group as Fou did last week to a cep-
tain gentleman, I have no doubt that this Progran
will get the support that 1t needs from this end
of Pennaylvania Avenue,

Yours gincerely,

The Pralldnnt.
The White Houms,



THE SECRETARY OF THE TREASURY

/ﬂf

o

MEMORANDUM TO THE FRESITENT.

July 19, 1939,

You will remember that om Juns 7Tth you transmitted a letter
from the Searstary of the Interior, who had bromght to your

attention one he had received from Mr. 8. H. White of London.

e

In this comnection I think you will be interssted in seelng

the snclosed memorandum from Mr. D. ¥W. Bell.




TREASURY DEPARTMENT

WASHINGTCN

July 14, 1939,

TO THE SECEETAHY:

The attached letter dated May 15, 1939, from a Mr, 5. H, White
of London, England, addressed to Mr, Ickes, and Mr. Ickes! letter of
May 29, 1939, transmitting it to the President, were sent to you by
the President on June 7, at which time he asked you to epeak to him
about the suggestion made in Mr. White's letter.

It does not seem to me that this is & sound suggestion., I
certainly do not believe that we should tie our currency system or any
part of it to foreign debts,

The net effect of this suggestion would be to convert the
British debt to the United States which is now represented by long-term
obligations on account of which paymente are now in default, into a
fiat currency, The ultimate payment of this and other foreign debts
depends upon the ablility of the debtors to tramsfer to the creditors,
directly or indirectly, goods, services, or gold in payment of annual
service charges over a perlod of years, The redemption of this pro-
posed currency would, therefore, rest upon the ability of the debtor
nation to redeem definite anmial amounts of the proposed currency in
goods, services, or gold,

The amount of currency now in circulation in the United States
is approximately seven billion dollars. The amount of the BEritish

debt to the United States is approximately five billion dollars,



including accrued and unpaid interest, If this suggestion to issue
currency against the British debt were edopted, the ocutstending cur-
rency of the United States would be increased by five billicn dollars,
or to $12,000,000,000, which, under present conditions, is certainly
more currency than is needed to meet the demands of trade and commarce,
In view of the flexibility of our currency system, which expands or
contracts in accordance with the demands of trade and business, the
issuance of thie additional currency could have but one of two effects.
Either it would alarm our people concerning our monetary system and
would cause great hoarding or & run to commodities snd other property,
or the currency would be returned to the Federal Reserve Bankse, which
would make those banks carry the foreign debts to the amount of the
currency so returned, without any corresponding return in the form of
interest, If this issound then we should pay off all our public debt
through the issuance of curremcy,

I do not believe that any such settlement as proposed by Mr,
White would be, as he contends, "of vast moral and material benefit
to both countries and would enhance the value of contractual obligations
between all peace seeking and democratic countries.” It might be just
the opposites I recommend that the letters be filed without any further

action,

Enclosure,



THE SECRETARY OF THE INTERIOR
WASHINGTON

May 29, 1939,

My desr Mr. President:

I showed you this letter on Thureday and you ex-
preseed the desire to have 1t. I have acknowledged it
and am encloeing it for whatever use you may care to
make of 1it.

Sincerely youre,

foer e g}-":%

Secretary of the Interior.

The President,
The White House.



7B7, IBEX HOUSE,
MINORIES, LONDON,

15T Mav, 19%

How, Hamouo L. lckes, Esq.,
SECRETARY OF THE INTERMIOR,
WasHimgTom, D.C.,

Dear Sim,

MAY | BRING TO YOUR NOTICE THE FOLLOWING SUGGESTIONS
SENT TO MLMBERS OF THE BriITiISH GOVERMMENT!

“THE FOLLOWING PROPOSAL SUGGESTING, IM PRINGIPLE, &
SOLUTION OF AN IMPORTANT WATTER AFFECTING BOTH THE LNiTED
STATES anp TuE UNITED KiNgDOW, FROM THE VIEWPOINT OF AN
AMERICAN CITIZEN WOULD BE MOST GPPORTUME IF IT IS PUT
FORWARD AT THIS TIME,

Tve CoNGRESS OF THE UNITED STATES COULD AUTHORISE
THE | Ssuance oF Feoerar RESERVE NOTES FOR THE FULL AMOUNT
OF THE WAR DEBT, SCCURED BY AN EIGHTY YEARS NON-INTEREST
BEARING UwiTED KiNGDOM BOMD ISSUC TO BE AMORTIZED IN THE
FOLLOWING MANNER :=

T oF 1% aswuALLY For 10 vEARS,

4 oF 1% annuALLY FOR THE MEXT |0 YEARS,
I% ANSUALLY FOR THE NEXT 10 YEARS,

I3% AMaUALLY FOR THE MEXT 10 YEANS,

I % ansuaLLY Fom THE NEXT 0 YEARS AND
2% ANNUALLY FOR THE LAST |0 vEARsS,

UNITED STATES CURRENGY 1SSUED AGAINST THESE Bowbs
WOLLD MATERIALLY REDUCE TAXES ANOD THE DEFICIT THERE: THE
CURRENCY WOULD DE ANNUALLY CANCELLED AS AUDRTIZATION PAY-=
MENTS ARE MADE,

I[N THESE ANXIOUS TIMES THIS SETTLEMENT WOULD BE OF
WAST MORAL AND MATERIAL BEMEFIT TO BOTH COUNTRICS AND
WOULD EMHANCE THE VALUE OF CONTRAGTUAL OBLIGATIONS BETWEEH
ALL PEACE SCEKIMG AND DEMOCRATIC COUNTRIES",

YOuRS FAlTHFULLY,



THE SECRETARY OF THE TREASURY
WASHINGTON {

July 26, 1939

My dear Mr. President:

I thought you would be interested in knowing
that I appeared, this afternoon, before the House
Democratic Steering Committee. The following are

the members of the Steering Committee:

James G. Scrugham, Nevada
Chairman
William I. Sirovich, New York
Becretary
Harry P. Beam, Illinois
Clarence Cannon, Migsouri
Jere Cooper, Tennessee
Hobert Crosser, Ohio
Wall Doxey, Mississippi
Charles I. Faddis, Penna.
Jed Johnson, Oklahoma
Marvin Jones, Texas
Charles Kramer, California
William H. Larrabee, Indiana
John W. McCormack, Mass.
Howard W. Smith, Virginia
Malcolm C. Tarver, Georgia

The purpose of calling me before this grauP
try to get me to approve of the so-called Starnes

Ex Officio Members:
William B. Bankhead, Ala.

Speaker
Sam Rayburn, Texas
Floor Leader

John W. McCormack, Magss.
Chalrman, Caucus
Hobert L. Doughton, No.Car.
Chairman,
Ways and Means Committee
Edward T. Taylor, Colorado
Chairman
Appropriation Committee
A. J. Babath, Illinois
Chairman,
Rules Committee
Patrick J. Boland, Penna.
Whip

waa to
Publie

Worke Bill which would in effect provide $350,000,000

grante for public works.

I concentrated my effort in talking in favor of
your Self-ligquidating Public Works Program.

On leaving, after quite a lengthy session, several



members were kind enough to say that I won over the
majority of those present to your program.

Youras sincerely,

The President,
The White House.



THE SECRETARY OF THE TREASURY

s L WASHINGTON \:\ ‘,_-;‘; .
/\)V F ronl”
'- 0 July 27, 1939 A /]

YL

My dear Mr. President:
I thought you would be inter-
ested in reading the inclosed clipping

from today's Wall Street Journal.

Yours sincerely,

ay)

The President,

The White House.
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Lo put burder of proof on a corporation that
Bn mzeumalation was nob wnreasomable
The section of the law added tn 1838 sinted
m;"hhtmtm-wﬂ:wp«nhﬂ-
corporation ar permitied to acousmulale be
yand ke reasonabls needs of the business sha'l
be delerminative of the purposs to avald gur-
tax upon sharsholders unless ths eorporstion |
by the clear prepondersnce of the svidence sha!l
| Prove to the contrary.”

In the case of helding or investmest com.
Panies, moresver, the luw specifies & direct pre-
wamplian mrmymw“munm
mvald surtax.

Bection 102 More Limited

While the sxlating langusge of the winlute,
If held constitutionsl, weuld graatiy hrud-nl
the Treasury's power 18 proceed mgui=at al- |
leged vislationa of the statute, the mpplicahility
of sectiom 102 la clearly much mors |imited thas |
the umdiatributed profits surtax whish spplied
12 virtually all carporaijons,

It can be stated definitaly, moreover, that |
Treasury officlals da not view ssction 102 as o |
substiiuts means of enforcing maximum divi-
dend distribation by corporalions as & whols—
mow LB&L the undistributed prefits lax no longer
| Sppliss—but rather e an Implemen! agalzst
| corporations which apparently wiibheld divi.

|ﬂﬂdl for lax purpases

Treasiry officials stressed that elassifics-
|tiona met up yesterday (n the new regulations
d3d mol mean that all of any large proportios
of corporatiens |n these calegories wolld be
subject fo the penally levies under secilon 102
The clessifications, It was saseried, were merely
| & gulds to intersal revemue Beld agents sa 1o
!Lll-t 3 of corporatlons whase tax returne
miant examized for poamible evidence af vio-
Iatian of the section

The classifications are, neveriheless, sum.
clantly broad te embrace & wide section of cos-
porations and were Interpreted hers as pointing
to am h!m-\n effort ia prevent large surplus

ulaiiona by P In cksds where
much mecumulstions are not citarly needed for
Busineas purposes.

The repolations provids 1hal on 1he st
four of the fve clossss of corporatioss listed
abave, the interral revenue sxamining officers’
TRpary in avery instance shall contain a specifc
recommendation fer the spplication ar mon-
application of section 101 The lnatructions ales
|provide Lhal each Internal revenue agent and
field divinlom of the mireau's technical saff shall
] &8 employe Lo pass personally upen
llummmﬂummum
e ——




August 4, 1939

President sends to Bullitt for his Information
and return THE COMMENT prepared by the following:
Fels, Morgenthau, Lauchlin Currie on memorandum
from a French Banker friend of Daladier which
Ambassador Bullitt had previously sent to the
Pruaidnnt-

See: Bullitt folder-Drawer 1-1939
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ADCRESS THE COMMANDANT, U, 5. COAST GUARD "rlll,r’lrr", e
L AN REFER TO k. i f

1}}-“’ +/ TREASURY DEPARTMENT
; o UNITED STATES COAST GUARD
b
o b ‘Tf’ WASHINGTON 1 September, 1939,
\
Fromt Becretary of the Treasury Morgenthau.
To 1 President of the United States.

Depending upon weather, I expect to arrive in United

States either Sunday or Monday evening. I would appreciate
kmowing your plans as I would very much like to see you at

your earliest convenlience and amonget other thinge dlscuas
next Tuesday's financing. 8o far I have not disgraced you
as a sailor, but I am making no promises.

Best regards,

Morgenthau



&
f ADDSE LS THE COMMANDANT, U. §. COAST LD
AND EITEN TO M3

Y TREASURY DEPARTMENT

A \ \ UNITED STATES COAST GUARD
4
HEADQUARTERS WASHINGTON 1 ltpt‘- L'E 1933’
= ':,.;‘
e
> >
4 W i
\ %
From! Secretary of the Treasury. &
To 1 Fresident of the United States.

Expect to berth 150 miles off St. Johns, Newfound-
land, 0.M.T. noon, Saturday. Weather conditions permitting,
Coast Guard plane will pick me up at sea and fly me via Halifax
and Boston to Washington. Am in constant communication with

the m-

Best regards,

Horgenthau
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Hlushington

8t Johne N F 330pm Bept & 1939
The Presldent
The White House

Arrived Bt Johns will reach Washington some time tonlght ready
and anxious to reassume my duties best regards.

Morgenthau
SEEpmd
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