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Boet•, ••eaohiiMith 
Coacr .. .ua ~ tallte to 111&1r about new 

x-t&ratioa Bu!ldhl&l Blllr N,Ya Mra. Rooeenlt baa 
-tioucl it to h1a - 8/23/3'>·.. ...... .................. 11 

Budcet 
Oil 7 /l/35, J'llt telle 111&1r $2l b Ulioo needed for relief 

111 uxt. t boel J'Mrl Clll 8/5/3'5, telle IIIIJr he bas told 
BopkiDe 11.2 billion auat be lett onr troa t4 billion 8; 
ba will th• ask for additional tl billion onl,y •• •• • • • • • • 

Bud&at 1 BIII'MU ot 
BMlr ehowa 1DR two t.tat1Ye Exeout1Ya Orders placing 

IDdepaclent Apnci .. UDder BudgetJ Lewis Douglas elao 
p1 nned thia - Executin Order aiped aDd Ickes killed 
it; 7DR now ohooaea order confiDiDg itaalt to a few of 
tba IDdepeDd.ot Agauciee - 8/S/3') ••••••.••••••••••••••••• 

6 acre .. ra-7 A&uciea: Federal Deposit Inalll'tince 
Corporation; Federal Surplus a.llet Corporation, 
2 Expor t - Iaport Banke of Waahingtoo, Reo011atruet ion 
FiluDca Corporation; aDd Electric Bc.e aDd fara Authoricy 
placed UDder Budget Bureau - 8/2/35·· · ···· · ···· · ······ · ·· 

- c -
Canada 

See Liquor- ..uggling - 8/23/3'>••• ••••••• · ······ ·········· 
China 

Throuah Jioholaon (Treasury Attache' at Sbangbai) Soong 
aab llldted States to aend tinanoiel representative to 
cooter with repreBCtatina tro• Great Britain and 
PraDo• iD S.pte.ber, 1935 • ••• •••• • •• • • •••••••••••••••••• • 

.bbaaeador dieauaeea this rlth BIJr at dinner for 
.bbaaaador Straus1 liii.Tr tella hill he 1.a opposed to plan; 
liii.Tr t.M nh Sooag should ban COM to On.1 ted States last 
Febr1ai')'J .a.basaador suggests Sooag Met IDIJr in Europe 
8/8/35 ... ....... .... ... .. . ................ ... . . ........... . 

BMlr tella Bull be nnta intomal. Yiait with Chinese 
.bbaaaadar - if aOM State Dep.rt.ent otficiel nat be 
p:-.. ent, let it be PhilllpaJ Phillips aDd Sze called -
Sae didn't want to telk - nothin& aoo011plished - 8/14/35· 

CottGD 
See el10 Export Insuranoa 
lleeOraDdla to PDR ccDCenaing B. R. 8492: 

Loan• pJ•nned troa annual appropriation of an uo!IJlt 
eqllal to 30l' of groaa reoaipta troll dutiee collected 
UDder OU8tolla lawa - indirect opposition to policy 
adopted b7 -t..t Df •Pe1-..nent Appropriation Repeel 
jot Ott 19341 - 8/2JJ/3') •••• ••••••••• •• •••• ••••••••• ••••• 

PDI'• alteraati~ pl8D tor oottoa loana ••••• ••• ••••••• . .•• • 
"&J"ioul.t ... •• ..,.opoeed pla •••••••••• ••• • • ••• •• •••••.• ••• •• 

ll8 &-I 
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9 
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ll8 .A-D 
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79 
81 
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- c - (Cont1Jiu.d.) 

Book Pace 

CottOD (Cootinued) 
Eetaatea o1' add1t1onel. advauces by COIUIOCiity Credit 

Corporation 1t ex1st1Jii oomdtllent£ 1n aaendaenta 
are ooaplied with. .. . . . .. .. .. . ... .. . ........ . .. . ....... I:X 8J 

Cheater Da~' reports or esti .. tea... . . . . ... . ........... 84 
Ou.tli.De of adjuat .. ot prograa to date. .... ....... .... .... 87 
••ll.aoe•a reeuatl of pr1nc1pa1 factors llbi oh han a!fected 

cotton prices and arketuge e1Jice llarch, 1933. ........ 89 
Tiolter reports ot Coocreaaionel co-eat.. ..... . . . ........ 100 

- D -

Day, Joseph P. , and C011~ 
See Bo'*Bi.Da· •••••• • ••••••••••••••• •• ••••••• •• •••• • •• • • • • • 

Dewey, Thoas E. 
See Tax Evasion - 8/26/35 . . . . • • . •• .• . . .. . ....••.....•.... 

- E -

Z..rgeacy Agencies 
See B'Udget 1 BUl"eau ot . . •• ••. . . .. . . . .• .. .•................ 

Export Ineurance 
Coolid&e r eports on Senator Smith's plan - moat departllenta 

feel it eholll.d be dooe 1JI ai.Dor ·~ ODly and through 
Expcrt-Iaport BaoltaJ HMJr refers to cotton eituation -
aoat serious' Agriculture aust face it - 9/9/35···· · · ·· 

Saith and HMJr confer o•er pbone on FDR'a auacestion 
9/l"J/'Js ..... . .... . . . . .. . . . .. .. . ... . .. . . . .. . .. .. ... . · · · · 

- F -

Para Credit Adalnlatration Bonds 
See rto.ncing, Goveraaent •• •• • •• •• ••• . ••• ••• .•••••••••.•. 

Finanoing, Gonnlllent 
See alao Open Market Coaaittee - 8/29/35··· ······ ·· ·· · ··· 
--~ to l"DR outl1J11Dg ouUook for Dext four ;years 

8/17/35 ••••• • ••••• •• •••• •••••••• •••• •• ••••••• • ••• • .••• 
a) Bua1Dee1 curn eh010a definite Pin& upward 
b) lnYeOtory of :lller&eDCT qenciea nece1Kr7 
o) Rerlaw ot proJeote under $4 b1lliOD 8 tund· charta 

112(,/35 - OtferJ.n& ot appro:a:bate~ $100 a1lliOD 1~ 1939 
Federal Fana llort.c•&• Corpore.tioo bODda •• • • ••••• •• • • • • • 

a) HMJr uaderetanda, when learl.qj: Coolid&•'• houee 
7/28/35, tbat release oo subeoriptioa. of $85,000,000 
to tha Fara Credit otferiDB of b0Dd1 would be OD 

tiolcer Juat before or at 9 o 1o1oolt, Standard Tae, 
1/29/35; Oil OODtraJ7, at reQUat at JladieOD of Federal 
leHrft Blllk, .. York, eta~ •• not releaeed 
UDtll 9 10 • ••• •••• •• •• •••••••••• ••• • • •••• • •••• • •••••• 

b) Beaulta t.Ddera for $85,592 1000 face -t receiftd , 
185, 262,000 aoo•pted •••••• • ••.. • •• • ••. . . • • • • . •.•.•• ••• 

25 

ll8 J- L 

9,ll7 

24 

30A 

139 

131 

at 

130 A-F 

• .. Regraded Unclassified 



- G -

Book 

Cold-Clause Securities 
Suits againet CoY8rllllent to be b&rred 
Oliphant state& Senate baa passed blll allow:ln& 6 •ontha 

in llhiob to start suits; tbinl<s this •uob worse than 
no legislations wants to send stro114 arg1111ent to Bouse 
conferees, BIIJr auggeate doing thia tbrouab Stanley Heed, 
with FDR'a approval secured by llcintyre 8/9/35... •• • • • • n 

GrU., Peter 
See H.O\IS ing . .. .• •• . • .. . • .•... • ... • .. . •... . ............ . .. . . 

- 8 -

Housing 
Gri• plana 2-w~ survey in Kew Jersey - than praer 

(question and answer fora} setting forth Goveraaent•s · 
atteapta in houetn& field in that State - 8/1/)5 ••••••••• 

HIIJr tells FDR poaaibility of 100,000 ho.ee constructed 
through Governaent financing dur'i.ng 19)6 •••• • • • • • • • • • • . •• 

Ora. tella HIIJr Quincy and C011~ (large distributors of 
Federal aecur1t1ea} want to handle distribution of low-coat 
housing bond as IIIIJr and Coolidge see no objection .••••••• 

Representatives of Federal agencies interested in housing 
•eet with 811Jr1 moat of agencies included in ••berahip 
of Interdepartmental Comaittee of Lending Agencies - 8/8/35 

a} Grimlll reports on Kew Jersey tnirvey 
b) Gri.IUII tbinl<e support of local real estate JDen 

is be1J14 secured and Federal Bousina Ad•inhtraticm 
business 1a increasing 

c) Building and Lo8ll Aasociat iona in good shape to get 
back into husineu •in a big ~· 

d) Activities of Delano Committee diaouaaed - should 
Griaa COJDmittee go ahead or mergef 

GriJDJD reports diftioul tie a of largest single propert;y for 
low-cost housing - tha so-called Joeeph P. Day $5! mlllion 
loan taken by Hew York Life Insurance C~pll.l\7 - 8/9/35· •• • 

Griaa saya .est aportant thing 1a •to keep banging an{ at 
gaining liquidity tor Federal Housing Administration 
.ortgages, tbua bri.n& pi-ta tunda into construction and 
aortgage field - 8fl.413S • • • • • • •• •• • • •• • • • • • • • • • • • • • • • · • • • • 

-I-

Inde).)8Ddent Agenci u 
See Budget, Bureau ot • ••••• •••••••••• •• • • •••••• •• •• • •• •• •••• 

Paae 

25 

7 ,8,16, 
17+,25, )1 
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Boot Page 

LeBlanc, Geora:e 
See Sll Yer 8/14/35. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . n 

LendJ.na: .&&eocies, Interdepart..ental Cc.aittee or 
HMJr wants Executive Order delegating to Ca.alttee 

authority to pass on all tel'IU of •oney lent, length 
ot tt-8, rate, et cetera; authority to review all terms 
on lending Federal or near-Federal •one;c (Land Banks · 
and Public Work a AdJilinistra tion; wants ~ dozen glaring 
conflicts liated; for exaaple: Federal Housing AdJa1ni­
atration, Home Ownere• Loan Corporation, at cetera; 
Ickes pe;ya no interest to Treasury whereas Jones pays 
interest on everything - even .oney given away - 8/9/35 

Group to consider Meta again 8/1:<!/JS ••••••••• • •••••••••• 
a) Coolidge suggests simple solution: add Tennessee 

Valley Authority and Rural Resettl.-ent •d•lnistration 
to ..-.erahip of Interdepe.rtaental COIIIlittee or 
Lending Agencies and then exercise authority already 
possessed by that Co.mittee rather than issue 
BxecutiTB Order; letters to Tennessee V&lley Authority 
and Rural ResetUement Ad•'niatration ordered drafted 

Liquor 
Herridge (Canadian Minister) and RMJr discuss SJDug&:ling 

into Canada - 8/23/35· · ·· ·· ··•• • •• ••••••••• •• •• •••······· 
Long, HW!:y 

Nee Orleans, Louisiana, tax cases to start October 7 before 
Judge B.a.rrett •••••. • •• , •••• • •••••••••••••••••••• • •. • ••••• 

- II -

llagruder, 11. Haapton 
IDI1r ' s ••orandua to FDR against appointaent as Collector 

.39 A I 

.24 
26 

ll8 A- D 

8 

ot Internal Revenue , Baltiaore, llaryland - 8/20/35. .. .. . . 100 
a) Also personal note to FDR, stating no dti'terence 

between llagruder's •tin box• and Sheriff Farley's 
•tin box• 

llartin, Julius 
See Taxes : Clai.lls for ref"unde . ...•.•... , . . . . . . . . . .. . .. . .. . . .. .. • n 

- 0 -

Open llarket Co..tttee 
leettna - 8/29/Js .... ..... .. ... ... .. ... .. .. ... ....... . ...... ........... . . . 

a) Exchange of Fourth Libertiea - ennounceaent date 
diacuased 

b) •Siaple ref•mding otter• or •new IDOD87 first•? 

1.)1 . 

Regraded Unclassified 



- 0 - ( ContiDued) 

Book Pap 

Opn krltet Caait~e (CODtiDued) 
... tin& - 8/29/35- (ContiDued) .• •• •• • •••••• • •••• • •••••• • • IX 131 

o) lllfo1r wou1d like to baYe as lonc a bood as poea1ble 
tor $ with at least t poiDt profit, 5-year nota 
as an altet'll&tive tor conYeraion pri...Ueae• note 
aleo to be ~ tor new aone7 

d) •Payable 111 Cold" Federal Reeerve notes discussed -
replacement or continuance of present ones? 

- p -

Persaoent Appropriation Repeal Aot of 1934 
See Cottoo ••••••• • •••.•••• •• ••• • ••• •• •• •• •• • ••••••• •• •• • • 

- Q -

Qu1Dcy and Coa,P8117 
See Houai.lla •••••••••••••••• • •• • •• • ••••••• • •• •• • ••• •• • •••• 

- s -
Schult&, • Dutob• 

See Tax !Yaa1oo 8/26/35···•· • • ••• •• • •••••••• •• •• • •• • • ••• • 
Silnr (arranged chronologically) 

Prioe dropped to ~ after purchaee of 16 llillion ounces 
at 67¢ - 8/13/35· •••• • •• •• ••• • •• ••• • ••• • •••• • • •. • • • • • • • 

lllfo1r tell8 Pittun LeBlanc hal J~t told hia ot a long . 
talk with Senator 'fbOI&&a and that it's Tho.aa who is 
••cc1Dc on• Senator McCarraD - 8/14/'Js ••• ••••••• •• •••• • 

lllfo1r •tatea pllbllct,. •ore ailnr boQ&ht 8/14/35 tlwl total 
annual dc.eetic production in 1934 eati.uted at 25! llillion 
ounoas• 65¢ paid in London and 66; in lew York; -.o•tlT 
.t:rc. Iac11a. and China • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • •• 

a) Telle Robinson b7 phone • • •• •• •• • •••• •• ••••• • ••••••• • 
b) Tell• kllary' by Jlll011e •••••• •• •••••••• • •• • •••• • •• •• •• 

Conference (lllfo1r, Bau, Oliphant, and Lochhetd) 8/1.4/35 •••• 
a) 4S .ulioa ounoea boQ&bt in laet 3 de;ra 
b) Cable •tatin( not OYer 50-55 .Ullon ounoea of epot 

silYer in the Loadon aarkat 
o) Bona !ton& baa considered possibility of aoin& oft aUnr -

ban about 130 ailllon ounoae aor. than the,. need tor 
currency back:in& 

d) lluored pool:.Bong (oog BaDk: 1)0 .uliOD OlmCfiSj 

Chartered: 25 .ulioa 0U11088; and also Jational BIDI< or 
IDd.ie: 15 llillio11 OUDOes; sold without intertarin& with 
Moll otber 

e) IIIJr Ned8 2 cables - ou r.ceiYed throu&b State De~t 
aat ~CIIId rra. Bllllk• 11:11111 apill inqairin& about Yisit 
ho• ._riaall reprea•tatin 

74 

16 

118 J'- L 

28 

39 i - I 

32 
32 l)..p 
32 A..() 
37 
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- s - (Oootinuad) 

Boolt J>ac-

SUrer (Cootinu.d) 
Chineae .t.bauador tr&Jlllld.te turtber ••sage .troa ltUDg 

clarifying situation cooceJ'IIiJia ailYer owed lkiJ.ted States 
throueh Cbaae lational Bank - 8/20/3s •••••.••• . ••• ••• •••. II 70 

a) 1!11.1r rerera to boiliD& a11Yer u.rltet and Senata 
Committee to inveeti&ate eilYerl 1!11.1r wsnte to 
eit baok and wait 

b) HIIJr eaye l ew York r eporter hae inquired about 
aeetini witb Soong abroad! oooeidera "leak" •oat 
unrort\11111 ta 

o) HIIJr tbinks .Uobaeaador 1e eitber .!!!2 ..-rt or 
.I!!Z et upid 

Gl.au and HIIJr diecuea poealble iDJur;y to export tobacco 
trade b7 eilYer policy - 8/2l/3S· · · ···· ··· · · ············· 117 A-8 

Stat-nte b7 1!11.1r 
Before Senate FinaDce Ca.ait tae on Revenue Aot ot 1935 

8/l/3')..... ..... ..... ...... ... ........ ..... ...... ..... ... 3 

- T -

Tax !neion 
1!11.1r talke to Tho.aa E. Dewey about "Dutoh• Schultz case 

8/2.6/35-•.•. . ..... .. .. . . .......•.•. . .. . .......... . ....... 
Tuatioo 

!DR tells HIIJr Senator Harrison is upeet about dirferenoe 
between Senate and Houee tax •eaeuree1 wants to proceed 
witb estate ratber than inheritance tax, ainoe Perker 
pya it ' s easier to adainietar. Treaeur;y tbererore 
dec1dee •to abandon inheritance tax ent1rel7 and 1ncreaae 
estate tax rates !or reYenue 11 not cooaietant witb 
rr.e1dent '• .. asage• - 8/13/Js •••••• • .••• . •••.•••••• ••. •• 

Lt.J'ollatte pboaee Robert Jackson Senate coorereea will 
allow an inberitance tax to go into tax Maeure 1t Houee 
conferees 1ne1at • • • •••••••••••••••••••••••••• • •••• •• •• ••• 

Tuation, Contllct1Jli 
Hue bae reacbed point in hie etuey where be wiehee to 

contact each state to check tabulation, at ceteraJ 

Rllllr ~· •oJt• - 8/14/3'>· ··· ···· ··· ······ · ········ · ·· ···· 
Taxes& Claiae t or Ratunds 

J uliue llartin wante to file cl.&Uis tor HIIJr and wife on 
d1v14ende ot Tri -Cont1Dental Corporati on beceuee of 
notioa dated 3/7/35 to preferred etookholdara - 8/20/35 •• 

a) 1!11.1r oppoeee 
b) Olipb&Dt consulted - oppoaea 

Tr i -coot1Dental Corporation 
See ! axee: Claiaa tor Retuada . . ••• • • . •• ••• . . • .•.•• • • . • • • • •• 

118 J-L 

28 

31 

71 

71 
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OD .. pl07MJ1t Relief 
S.. al.ao Bud&.t 

- 0 -

Book Pa«e 

IDIJr tb.inka projects~ be cUobd - DO D .. OMa that 
ou•t h finished iD TMrJ thiDka tuDda a.re being apeDt 
with DO relation to uneaplo,...at needs of e-m'tn 
wiahes tor 2 charts aDd power to enforce thu: {1) aODthl7 
axpenditiD'aa through JUlie, 1936, aDd how JUD7 people 
will be put back to work; {2) llOD07 given to projects 
that O&DDot be oo•pleted b;r JUDe, 1936, ud SllCUDt DecesaiU')' 
to OC*plete - AU&Uat, ).935·. •• •• •••. • • ••• • • •• •• ••• • • • •• • • •• IX l 

IDIJr aeoda PDR stat .. ent of allocations for certain prcjeota 

8/6/35· ············ ········· ········ ·· ·· ······ ··········· ·· 11 
FDR 1a objectives eat forth iD ooDtidentiel. -.orandUil 8/8/35 20 
FDR 1a 11e110randua relatiD& to projeota requiriJ:Ic add1t1coal 

tlmda ahowiDg breakdown pro'rided b7 Chief of l!bgiDeere 

8/14/35··· ····· ······ · ···· ·· ···· ·· · ·· ······················ 33 
FDil' • ••orudllll &tatiDg ell applie&tiooa for al.locatiOD of 

tlmda llUBt be iD Dirlaioo ot lppl1e&t1ooa aDd IDtoraetioD 
ot lat10Dal. Eaerg~uey Council before 9/12/35..... . .... .. . . . 118 

l'DR'a ... or&Dd.Uil to I!IUr tranaittiDg data requested iD 
resard to Reclallatiao projects - 8/26/35· ·· · ·· · · ··· · ·· ·· · ·· 121 

United States Sa'liDga Benda 
Booklet deecribing, issued 8/15/35· · ·· · •· ·· · · · ·· ·· ·· · ········ 40 
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B.M. JR' S VIEWS - AUGUS! - 1935 

1. 
get t he 
to what 

We ar e coin& to ba'\'e recovery and F . D. R. will not 
cred1.t for it. Co11plete confusi on i n public ' s lllind as 
is going on in Washington. 

~ . Men i n charge of recovery agencies have lost faith 
in the New Deal . Uor alt. a.t all-time low ebb. 

3 . If they once thought F . D. R. would not be re-elected 
you would see t hem leave ship like a lot of rats. 

4 . 
to-day to 
so badly. 

5 . 

Almost impossible to get a successful business man 
come and work for government. They all have been treated 

way F. D.R. 
COiliJDuni ty. 

Allot ment of four billion e ight is not being done t he 
said he would . No relation to unemployment needs of 
Said he would put all projects 1n an envelope. 

6. What I am afraid of that maximum spending will be 
reached next J une and t hat everybody w1.11 say it would be crazy 
to stop just before election. Therefore spendi ng must be geared 
now t o taper off 1n Waren. Unless spendi ng i s entirely revamped 
now we are headed right towards uncontrolled inflation. F. D. R. 
must completely change administrati on set up of four billion ei ght 
now or t he country i s s unk. He must stop alloting vast sums for 
reclamation and land purchases . He must stop these new proj ects 
t hat cannot be completed this year . Bow can he ever balance the 
budget if he is always starting new projects that will t ake five 
and s ix years to complet e . Not one cent should come out of the 
four billi on eight t hat w1.11 not be spent within the year . He 
has sai d this himself again and again. 

P. W. Jl , funds still a vailable should be used for 
these continuat ion pro jects and not four bi lli on ei ght . 

Cbart I 

What F. D. R. needs a t once i s a graph showing each 
month through June 1936 how much money out of four billion eight 
will be s pent by months and how many people wi ll be given work. 
This ought t o do the trick. If F .D. R. made ever y agency stick 
10~ to t he schedule . This is the only way he can save the count ry 
and himself. 

will not 
complete 

Cbart II 

Next a chart showing money given to pr ojects that 
be completed by June 1936 a.nd how much i t will take to 
them. 

Give me these two chart s and wi th t be power t o 
enforce them and I will stop wor ryi ng. 

Regraded Unclassified 



Chart I and II should sbow all •oney spent aa well 
as lent b,r all Federal Agencies. Tbe excuse to giYe to tbe public 
for tbe need for thia 1nfor11at1on (if be needa &I17 excuse) 11 
ttu.t Treasury and Budget need thil information on which to b&ae 
their financing. 

Chart III 

Forecast number of people by months that will be 
taken care of either through relief or public works . 

F.D.R . - Iaaue order at once no aore contracts let 
than cannot be completed by June 15, 1938 - all spending and loan­
ing agencies . 

2 
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STATEio!E:IT OF SECRETARY UORGEliTHAU 
to the 

SENATE FDIAliCE CO:.t!ITTEE, 
THURSDAY, AUGUST l , 1935. 

Ur. Chairman and Uembers of the Committee: 

I l1lll plea.sed to respond to yoW' 1nv1tation to appear 

before you and to discuss briefly pendLng tax proposals. 

On July 8 I had an opportunity t o make a statement to the 

Ways and Ueans Committee of the House of Representatives, 

which was then about to begin preparation of a tax bill to 

give effect to tho recommendations contained in the 

President ' s Uessags to the Congress of J une 19. That state­

ment sumcarized the Treasury ' s pos ition with respect to the 

President 's recommendat ions and I should like t o have you 

regard it as a part of my statement here today. (I will 

read i t if you wish) . 

The President, ln the message t o which I have referred, 

stated that hie recommendations were baaed on studies of OW' 

tax system carried on in the TreasW'Y Department as well as 

the excellent research work done by the staff of the Joint 

Committee of Congress on Internal Revenue Taxation. All of 

the data gathered by t he Treasury Department will of oourse 

be made freelY available to your committee . I should like to 

r6fer particularly to studies carried on by ur. Robert H. 

3 
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- a -

Jackson, oounsel of the Bureau of Internal Revenue . 

Llr. Jackson hao swnmarized and analyzed a great deal 

or data from income tax and estate tax returns which 

bear directly on the President's reco~endations. He 

is prepared to present this sumcary and analysis to you. 

I shall not attempt to review the data that has been 

gathered, but only to indicate its scope. It deale with 

such queet"ione as these: 

The extent to which our national revenues are now 

derived from taxes laid directly on the consumer and the 

extent to which they are derived from taxes based on the 

ab1li ty t o pay . 

The changes in the balance of taxation as between 

these two classes that have been brought about by the 

depression and other caueee within the last few years. 

The d.1etribution of income and the degree of concen­

tration or high incomes. 

The ·effeotivenees of income tax rates as modified by 

various devices for escaping taxation. 

Whether exieti.ng surtax schedules are fully consistent 

with the principle of ability to pay. 

The actual yield of present estate taxes as related 

to the size of estates. 

Devices for avoiding estate taxet. 
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Problems ot adaini eterlng and collecting an i nheri tance 

tax . 

Stability or yield of a graduated corpora tion income 

tax as compared to stabi lity of yield of a flat tax r ate . 

Extent ot the concent ration of income and of assets 1n 

the hands of large corpora tions . 

I cite this materia l merely to indicate the willingness 

ot the Treasury to offer such assistance to your Committee 

ae you may desire. 

In conclusion, I want to add an earnest word as to the 

use to which any additional revenue that the proposed new 

taxes will produce should be put . Ordinary expenditures 

tor the general purposes of government have been held within 

the r evenues . We have incurred and are incurring large 

eoergency expenditures according to a carefully planned 

program f or the sole object of caring f or the urgent needs 

of our citizens and promoting recovery . Additional revenue 

which wil l necessarily fall short of meeting our full needs 

will not warrant nevt or additional expenditures outside our 

budget plane . tm:f such new or additional expenditures would 

not conform to the best interests ot the national credit. I 

5 
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hope the Congress will provide that the proceeds of the 

new taxation you are considering shall be preserved 

scrupulously for the purpose , first, of r6ducing the 

def1o1t, and, later, of reduo1ng the public debt . 

6 
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RBYKNUB ACT OF 1935 

STA,TEliiEl!fT OP BOll. RBJIIllY JlOilGBlfTHAU, 1i., SBCRBTAliY OP 
TRB TREASURY 

Mr. Mouozl'ITBAU. Mr. Chairman and memben1 of tho committoo1 am pleMed t.o ~pond t.o your invitation to appear before you anu 
diseWIII briefly pending tax propooals. On July 8 I bad an oppor­

hmity t.o make a st&t.oment t.o t.lio Waya and Means Commit~ of 
tho 8ouse of R<lpresent&tlveo, which was then aboul t.o begin prepa­
ration of a lax bill t.o give effect t.o tho recommendations contained in 
tho Preeidont's moas~~~~:o t.o tho Co~ of Juno 19. That stat-e­

summarized tho rreasu7'• poSition with respoot t.o tho Prosi­
recommondatioo.s, and ahould liko t.o have you regard it as a 
my statement hero today. I will n~ad it if you wish, Mr. 

Ch~ilm!": 
c.;~~ri';i~?·R><AN. I t wu introduced before tho Waya and Means 

~1r. MonozNTRAu. Yes. 
Tho CnAtRIIAN. It is not n8CH8ary t.o road it. 
Mr. MonozxTnAu. Tho Prosidont in tho maeeago t.o which T havo· 

referred, stated that his rooommendatiol18 wcro based on stu!Lii'J! o( 
tax •yst.em CMI'iod on in tho Treasury Department u well M tho 

<::«:client .....ea"'h work dono by tho shU of tho Joint Committe. or 
Collgnlell on Internal Revenue Taxation. All of tbz data ptbend 
by tl>e TI1!MUT)' Department will of coune be made £roely available 
t.o your commtt:too. 1 ahould like t.o refer partieularly to studies 
caniod on by i\1r. Robert R. Jackson, counsel of tho Bureau of 
lntemnl llovenuo. Mr. Jackson hM sununari•od and ano.ly.OO a 
J!roat dcol of a.~. from incomo tiiX and ootat.e tax ret•=• wblob bear' 
directly on tbe President'• reconunendatiol18. H e is prepared to 
prC9<lot this summary and analyais t.o you. 
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1 •ball no~ •ll•mp~ to review the d•t• that hM ~ gathered, but 

only to indjcat.o ita sco~. It dellls wil h such questions u. thC86: 

The utent to v. hida our national fti' enuet are now d.envNI C.rom 

tues laid directly on the comurner. ~nd the e:<ttnt. to ••hie:h tbry art 

deri,•ed from tax,.. b .. NI on tho abohty to Jl•Y· 

The do&llgt'S in the balance of14'Catiou aa bi>tween tbcoe ~wo et...,. 
tha~ hove been brough~ about by the dep~on and othu eau ... 

witbin ihn last r6w yetU'8. • • 

The distribution or inoome and the decree or concentration ol1ugb 

ineomeo. odifi-> b . d 
ThB effoolivtnOIII or income-tAX rat.el as m . t:u 1 vanoua evicea 

ror escaping ta.ution. . . 

Whethu oxiltiug ourtu scbeduleo ara fully OOD&IItent wotb tl1o 

principle of ability to pay. 
'l'be acwnl yiold of preaoo~ oatato tru<os M related to the .Uo of 

.. Ia .. 
OevicM Cor avoid~ estaLe taxos. 
l)roblcnUI or ftdmlni.st..erlng and coUectin_g ~inheritance lAX, 

Stabilty of yield of a gnuluated OOI'J>Orai.Jon moomo tu • • oomparod 

10 stability of yield of • II•~ tax ra,te. . 

'Ext<ont of tho cooccntrauon ofoncome and of .... tom the banda 

or large corporat.ioo8. 
I eite thilmaterial m.,..ly to indica!<! lhe'O'illingn...,of tbo~r:r 

to offer s:ucb nss:ista.nce to your commiu.oe as .rou may desire. 

Jn conclusion, J want. to ndd an earnost word ns to lh('t uso to whieh 

any addJtional "'''enue that t.bo proposed Mw IAI<ea will produce 

llhould be I>Ut. Ordinary e.<pOnditureo for lloo geoenl p~ of 

Oo"ernmc.ut. havo boon bOld wiLhin the rovenuee. We havomeurred 

and ore incurring luge emergency cxpendi tur<ll according to a oorefully 

planned program for tho oolo obj..,l of ~ lor lho utgeo" needs of 

our citizens and promoting rooovuy. Additional revenue wb.ich will 

n.,._.rily f•ll ahort. of moolin$ our full nocda will not. warrant now 

or addJtional .. ~dit.uroa out.odo our Budget plano. Aey aucb new 

or ndditonal expenditu,... wo1~d not conform to the best iniOrealo 

of tho notional credit. 1 bopo tho Congrasa will provide that tho 

proceeda of the new tuation you are considering aball be pl'tlllei'Vod 

IOl'Upulou•ly lor tho purpoee, fiJ'IIt, of reducing tho de6ci~ and, later, 

of reducing the 1>ublic debt. 
Tbe Cn_AJRW.AN. Now, M:r. Sooretary, I want to aak you some 

qu .. tions with refereoee to tbio bill. There are oome of us who are 

9.uito willing to go along with the recommendatione made by tho 

1'1-®dont in his mMSBgo, bu~ ll>o bill tl10t. baa boon I>rcoe»tod to t.bo 

Bou.o, to tho minds of lOme of us d- not conlonn atrielly to th8 

Prae.ideot'a rccommaodat.ion. Can you tti1 the commit.t&e whether 

or not., in your opinion, it conforms to the Pr®dent'a roeom.menda-

tioM? 
' 

~'If. Mo~o•:<TOAU. Mr. Chajrman, if you will be.petieo~ with mt 

a mmuto, in answcrtng yo\Jr dut~ot. and clear question. Your oom .. 

!Dittoo haa ito OXJ>O!'l& an~ !he Treasury baV6 lbeira. You place roo 

on • very embarruoing poeouon whon you aak me pnctically to analya& 

a bill that has p...OO tho House. 

Tho CIII.IJUIAN. It has been introduced it baa been reported out 

by the eommiltoo. ' 

uvawua •or or uu 

Mr. Moao..,.,Av. W.U, i~ Ia t>Mdioe before lhe Rouoe. H 1 

atwnpl to aoswer your quootion, 1 do oot !mow whelber I am able 

"'· but if I llttompt to auawer i~ I immediat4.f h•ve 10 gollnto tbo 

dio<Uillion of rat• and ocbeclulee and tbo pooiuon that 1 have t&km 

ainoo I have been Seo"'""Y of~ T.......,. io tbs~ it il ao~ propor' 

or within my provinco, t.o atto.ruj,t. lO ~U ~ogreu what. tho ra~ 

and ocbeduleo ofan1 revenue bilhhould be. I bavo always lltt41npted 

10 pW:e OL your clio~, aod the diopoot.] of the Wa~ aod M­

CoJnm.ottoo, iill tbo facilotlea of lho TrONury on any t..,hilieal qu .. tion 

and I feel any tlmo that your commitWN havo called on ua lor tech' 

nical an!onnation we have alwa)"' givf!!D it u quickly ud rapidly u 

it WM witbi_o our po·"ve.r to do .OJ and 1 do hope you will not aa1c me to 

analyze tl1o bill wl;ich il now pending bcfo,.., tbe Rouac. 

Tf.oo CuAIIUL\1<, Mr. Secrelal)', it ia not CMily to keep from •m­

barrusiog you but trying to remove ua from an emberrOsoing situa­

tion that. 1 am n.akin.J:r you thato queetions. You nood no~ nnswe.r 

them if you do not Jesire to answer them. I ha,•e had numeroue 

oonrmmcee wit.b the Preaide.ol-, u you have, with tmermce to the 

J're&iden~'• augg~t.ioos. 11. mal.ters not. wbel.bcr I AfteG with the 

P .... idont'a rbiloeophy Oil this tbiog, but evideutl,r it II baaed upon 

tho ,.·ork o the Treasurr Deportmeo~ beca1110 ot ia inoon~vable 

IbM tho Preoident would make any recommendation to CoogTtM 

witJ>ou~ fU'I~ conforriog with tho Secrotuy of tho 'l'reuury ond tho 

Treas"'7 experta. As l au.IA>d, lhero are oome of ua that. deairo 10 go 

along WJ~h t.he Preaident, aa we have done. TbaL ia my dNi~. 

J:Jo rooommenda on a gradusto corporation tax a graduatod scale 

from 10.75 -~to 16.76 peroont. Tbe Ho1110 baa ~;raatly modified 

that and 'hey work it. whh10 ono-halr percens. variation, {rom 13.24 

to lt.2o J>nrccn~, and thon io addition to that they puL an ....... 

profita t.x on it. I wauL to !mow whether tba~ procedure ii•PI>roved 

by tho 'l'reuury Department or by the adrnint.lntion. I am aak:lDtt 
it M tl guiding p081. for tho consideration o( tb8 committee. 

Mr. MoROENTRAu. May I oonfer for a minute, ple1110! 

Tfoo Cu.r ....... ,., Y ... 
Seotator .KINo. While lho Secretory is oonforrin~ may 1 aay, u 

muoh 88 we deairo to go along in tho footalops mdieeted by ~he 

Preoident., apealring for iiu'aell, and my..U only, I in-d to vote for 

or again&~ this bill depencfenL upon my own judgment, after full oon­

sidorat.ion of aiJ tho I acto. J will ~ry, of OOUJ'86, to keep before me tho 

,..,..mmendatl ... of lho PreaidonL. Ro haa tho right to tOAlte roeom­

mondationa, but i~ ia tha duli)' lba~ ""'ta upoo Con~ to determine 

for i~lf what kind of U.giatstion il n..,...ar;r, whether it be !ileal 

legislation, rovenuo legialation, or any other kmd of logislation. 

Tho CllAlJUIAJ<. I agree with rou thoroughly on thd propooilion, 

but I think in viow of tho Preoident'a m""""'le, "'" have a rigM to 

know wbetbc.r or uot. tbo administration has c.bangcd ita . views witb 

... , • .,. .. to this il<!m, and wilh mcnmce to other itema. 11 !hoy have 

changed, I am ...;u;ng to go along with tho cb~ bu~ l do not wan' 

to 1(0~ caugh~ coming and goin~ on thio J>ropooiloon. 

Seo•tor B~..axL&T. Mr. Ob.Nnna.n, it aeems to me it is auy ror 

anybody to read tho Praeiden~'• meaoace and read the bill and mab 

up his own mind •whether or no~ it conforms with tbe Pl'eeident't 

m-. I underatand lhe Wayo and Moana Commit~ wenL out.o 

oido of the eoope delineal<>d by lhe m-a~>oflho PreeideoL to put in 
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aome sehedul01 tha~ were noL mentionod. Wholher tho \Vaya ond 

MO&nl Commit.tee obtained information Crom tho Trouu7 OXJltrta 

upon w~h i~ hu baaed ita judpmt I do no~ lmo ... , bu~ iL,. •ntln!l 
-iblo that Ute IVayo and Meons Commitr.ee aciA!<I on il& own 'l'ol .. 

tion in making aomo cban@O!I in the bill oa auggcowd by tho l'reoiden~. 

We can citbor go along wtlh tho Waya and Moant Cornmitl.ee or we 

ean ehanc• it u ,... ... fit, or we can adap~ from the l',..;deot'a 

auggllltion aomethiog thatio wiae or «GGd. I do no~ underti&Dd thai 

any committee noc .... rily io bound 'by tho techoic&l lenninology of 

any m .... go M ~ the wntinJI of the rovenue bill. 
The CR.UJUUN. I ac- .. ,th you. 
Sena~r Danrr. r do DOl know whether we ouahl to ""!uire the 

Tre .. ury Doportmenc, which hM fumiohed tho Wayo and Meana 

Commit toe ••Y informotion it desirod, to cetegorically oay whether 

it approvea or disappro,·eo any deplrture on the pt.r1. oflho oommittoo 

from the roc:ommendations ol the Proaidwt.. Thai io the way I IHI 

about it. 
The CnAIKKAN. 01 oourae tho commitl.ee hAS got a ~h~ to make 

••)' rata they want ~ u & general proposition, but I think the com. 

nullee i5 entitled ~ ge~ the vie,.,. ol tho Treasury on thia chango. 

Now, ,.;u you answer the 11ueotion, Mr. Secretary? 

Mr. Monot:NTUAU. Mr. Chainnen, T will try to onswor it. Tho 

Prt'Oiden~'• m:~o I Lhink io very cleM cut.. h is a .Unple state­

men~ that I · anybody can underai&Dd Now where tho bill 

P<ncling belorn the llouoe vari .. Crom that it ia very simple to tell. 

1 h,.vc. peOJ>lc. hero, ju~L as you have, Mr. Parker, who ~a.o tell you 

in l.eehmcallan.guage whe.ro tha Douse bill VA.riOB rrom tho Prcside.n~'• 

~the ...,rerenoe in the Pmiden~'s me.ago aa to the information 

~ained from the Treuury on which hio "'""""Pia based, Mr. Jackaon 

11 here and U. ready, and would liko to, and I ho,Po you will give him 

the opportunity, to J>reoent the inloml&tion which tho Treasury baa 

on which the Prosident's ro-se was based. 
The CHAIR>U.N. We will give Mr. Jackaon that opportunity. Do 

you approve liB tho Secretary ol tho 'l'rOlMury, tho cbang011 which arn 

made in tl1e llouso biU Crom the reconunendauon ol the President? 

Mr. lfoaoc~·Ttu.v. Senator, I do not. feel it is up tom&, as an ap. 

pointed executive officer, to approve or disappro;e any aetion of 

Congress. 
senator KING. r Lhink you ""'right.. 
The CHAI&MAN. I Lhink you oouJa oel1&inly give to thio oommittoo 

your viewo u the Secretary ol the Treuury. 
M_r. ~fOROENTlu.u. As secretary o( tbe Treuu.ry my views are 

Oto60 which oro contnincd i.n t.hD President's mossnge. 
Tho CnAtllKAN. Well, the House bill d0011 no~ have tho views then 

contained in the Pn.ident'a m~ 
Mr. MoftOE:<TUAU. 1J tho Hou... diHero from the ~dent'• 

mll88Bge, ••hero they diller they have used tbeirJ'rorogativo to lom1 a 

law u to wba~ they think a lax meaauro &houl bo. 

The CuAIR>IAN. l. it your opinion, aa Seozet.ary of the T.......,., 

lhat we wot~d go~ more rDYenue ou~ of the ral<e fixed lor 10.75 pera!DI 

on a IJ!"'duatod ocelo 11p to 16.76, withou~ the..,. ..... profita t.lX, or 

aooorttmg to tho policy !.aid down in tho Houoo bill arranging lhe grad· 

ualed IU from 13.26 to IUS pereent, Mth the exceaa profil& laxf 
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Mr. Mono~N'riJAO. II you will, ,I "ill let Mr. Jackaon 1110wer that.. 

The Cn.ua>I>.N. You have no 'l'lOWt on tha~t 
;\lr. MoaoENnuo. I oo:Jiider tbU an abaolut.el,y tocbnical queo­

tion. My uainiDC ia such that I eould nohr~&wer a tocbnical qu .. uon 
tike tha~. I moon, we bavo got l*>PI• who co.n l&lk lor me. 

ThoCu.OJJUoiAN. We will Mk Mr. Jackson. Now,utotheiJiberit,. 

ance tu, and u to the exemption, does the exemption down to 

~.000 meet the adminislration'a viewpoint? 
Mr. M.oaoMTltAU. I cannot. answer t.hat. 
The CuAmMAN. Well, do you think tho~ i~ canioa out the ouggeo­

tion in the p,..;dtmt'o m .... get 
Mr. MoaoJtNTBA.o. We111 Senator1 that get. rich~ bade ,to tho qu, ... 

tion ol my appronng or dtoappro•mg wha~ the Bonae '" propoamg 

1<> do. 
The CIUlli.><AN. Let ua ~t to lhe inoomo lax. Tho aurtax in tho 

hia:ber incomes., th6 PreliCiant's m.-ge gives, for illustration, • 

million dollars; where we atop at a million dollars be dooired to J10 up 

lurthor and inoroaoo it to 76 percent in lhe higher b""'keta abo .. the 

million doUoro. 'l'be \Vayo and Moono Committee began at a much 

less figuN and hM inereued it below $1,000,000 inoomeo, !rom H 

pera!M increue down. Does that moot the viowo ol the Treuury 

DepArtment, aeconling to lhe m .... g<> of the P,....;den~T 

Mr. Mono•NTllAU. Tho TreBOury bas not, and .. long •• 1 am 

Seeretary, is not, going to ba,·e any views on how to write a.n income­

lax biU. That, aa I ... it, io not my job. 
The CuAffiMAN. I do no~ know ol CUIJ'_ Soeral&ry ol lhe Treuury 

tha~ h .. not givon to tho Commitl.ee on Finance ond tho Committee 

on \Vaya and J.1oano tho views wilh rcleronce to certain policiCI. 

Mr. ~MoaoBSTIIAU. Well, maybe I diller 01 many ways from pre­

viouo Secrol&riN ol the TroOaury. 
Senator KINo. Mr. Socrotnry, you rDCOglli>.o tho l&llibility ol{our 

aWl' and the 'l'ronsury Doportmon~ as well oo tho fallibility o tile 

CongroM. You conferred with tho PresideD~ or made aomo IDggOII­

Iion to him, or at least your experl& did. ~thor Congress Iolli>..-. 

your rocommendaliono made to tho Preside•~. and hio rooommond ... 

tions to lbo Congross, is quile immaterial to you,~, .. 1 underotlUld, 

becouoo you think the reaponsibility rusts upon uo- alter all, 
1<> determine the kind of rovenuo bill which will bo onaci;d. 

Mr. MonGE,.TIIAU. That U. wba~ I think. 
Tho Cu.uRWAN. And it is your opinion tha.~ the administration 

would bo aatisfiod with what.e~er kind of bill lho Congroes did Cllao~? 

Mr. MoaoxNmAo. H would have to bo 11tiofiod. 
Tbo Ctu.ui»AN. H would have to bo satisfied. But you arn un­

willing, oa Seerotary ol tho Trc..ury, to give to the committee your 

idea as 1<> what tho adminisliration would boo~ desire? 

Mr. Moao&:<THAU. Y oa, sir. 
Tho Clw&MA><. In your lotler to the Chairman ol Ute F\nao01 

Commi~tc!o on April 24, 1035, you suggested a certAin procedure and 

n eerl4in method with reference to inlu~.rita.uco ta.xos. 
Mr. MoaoENTtlAO. 1 do no~ juo~ h•ppen to hove the letter bolore 

m&, sir. 
The CILU'&MAN. a .... ia a copy of tho leiter. 
Mr. MoaozNTIIAu. Thank you. 
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The CIIAlt>UH. Now, will you give to tho coromlU<>e on oxpl&na. 

lion of juo~ wha~ you iD~oded iD tha~ ~Iter with ~fmoee to iDberil.. 

anC<I t.u.,.T 
Mr. MoiiOENTIJAU. Well, Mr. Obt.irmnn1 I appoared bcloro ll\i.o 

commitlte i.o connection "·ith the bonus, ana at that. t.Une I made tllt 

o~temenl as 1(1 poosihlo ,,,.,,_of ro,·eou•. and it I remernbu cor. 

rectly, &n,l.9r La Follette uked t)l&l I be io&truet.od t.q send up lblo 

lcuu, and I thlnk It wu tbo reeul~ of tbst rC<tuOill lion I this letter wa1 

wrilW>. May I road tJ>a loltcr1 
Tho Cu.wuo.o..~. Y .,._ 
Mr. Moaat.NTIIAU {reading): 

Dua&u.t.TOa: ln~&tloee • ·lt.b t.be ootw:nlttM'i 1'\lCJU'*t.durilll yc.t.t;rday'e 

beArf:nc, J am clad \0 outliae ~tow a re'e:uue meuure whldl would provide futldt 

fOf' &be ~' ol U. eoadier'• bol'lU&. 
I . FrOm the atarsodpoiot ollmmcdi:ate fe:Mibffit]' no • than that ol ou.r lunda.. 

hlehtal obJteU\'~ t.he 1.-.t.auree of addlt.lonaJ revenue.~ t.hla juoclure would bo 

•IIJ·II1.CU ol &.ue. ou O~e rceelpL of lnhel'lt.&UOOI and aJft.t. 

Bucb • ~rit'm, .u~l\.1111 our P"ft~Nll a~fe .00 11/t taxa:, woukl ftt. In 

wtU with ta. rt!lll ol Our Fi!!Ck-rU tax •c.tuetu.re; would add so Itt balance- and 

"nm(ltb; a nd would noi mac.tri•Ur inW:ffero wi\b t.ht pnwnt 8iat.e a:od Klft&axe.. 

2. The prol(f&m thaL< '-hue I"'P'l«< would be relallvoly 1Ltuplo to formulate 

a hd to -.cbniW.terj ye.i it. would be tffoctlvo. In briaf, it W, wltb C~efi.ain quallfi~. 

l lo.._ lo .,.blec! 1111 lnbori..._ aad sill< lo a ~·· ol ,.leo *""llar 1o lb&l o1 

the Ftden.l r~&u law. 
3. The mult. ol th.!. propoal would be that aiJte and ln~taMet 9r'Ould be 

luod at Pr,J:Srta:lve rat.efl, &1"1(11 
under h, tbe Consreu oould provtde for t.he 

eaeeu.,·e ratA!~: toO "'r'f wi~ tbt \U-payl~~ capMity Of ~be reclJ)Ientt or boquNt.ll 

and c:iiU. On """ Ja..rre: bfrcauewtt or CU'- dU!ins • •Dtle year-&1 000.000 or 

more-If tbe ufWr~~ ~~ ~ are appi.)M, the total tu wouid apP,oxt. 
matt eo ptrwot. 

<t. To p~ven1 thtt ~ty tor bu·L1 liquidation of lup propertiM tn orde.r 

to pay the t.u, it t;ntabt. be provided Uiat. lnbe.rh&ow Wet bo payable ln It 0011• 

vfllieut ow.ber of lnilt.allmeata. 
5. Tbo .... hnlnaty ......... lot \bal "'<h a tar -w yldd Ia IIIISIOI>P'<!U. 

ma~l.y 1~00,0001000 and miJhl ran~ upwacd \o &00 mhliont abnuallj Our 

PrtMmt twt.ate tax ll e.tilnawd \o yicld 110me $100,000,000 In 1036. 11; n'tay be 

ol
ot.M-ed LU~ from C!IW.&e and lnberitanc.. w-. England, wltb a populaUon 

::.:r.t:":"'"tldy ono4bW ll>M ol U.. Uoll<d Sla~ aad a em&lltt ptr eapila 

lite .. yt~nd~a~~Na~ thAD $400,000, in dtt.tb duU. m tM 

.Tho OuAllUUJI. Do you olill make tn•t ou.ggeslion to the ooro· 
rwtteof · 

Mr. MOJtO~'M'tiAU. Mr. Cbainnan, thd 111gge0tion was made in 

connO!Jt&on w&ih tbo bonus, an.d roy opinion 6as not oban...,<l ··nco 
that. bme. .,.- v.l 

Stnalor, BA.Jtnn. In olbor words, you wore ukod to augost 1(1 

tho commal~ tho aourcos of revenue with whiob ~ pay tho- bonus' 

~1r. M~ROE.NTHAU. Yoa, air. • 

Senator BABKLOY. That question is not before us now 

Mr. MoaoD'THAO. I tbin.k not. · 

Stnalor B.o.uuy, I su.ppeeo, though tho 16me ~rt or n&too bow· 

•f~or, bofor Ge,!loral pu.rpoe .. would rai110 ihe eame amoullt aa it !,.ould 
or a nut, 
bo't.'a. MThoaoa.~•u. This was a molhod of raisiug money to PAJ' the 

n\1$. o method still holds good. 
~or B.o.nnn. I. 11nderstand J'OU did not auggeet \\DOugh 

l:, ~ rusothe 2 billion dolluo that would be required to pay tho ... 
Mr. Moaaa.~.w. No, oir. 
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The OH»uux. Now, !wanted to uk you whb ret~...noo to !hat 

tettu Mr. MOIJ"'llhall. WiD )'OU ...-plaiD lo the c:ommlt~ the 

detaib or just how you would appl,y that iDboritance tax to the rake 

on tho prosent. incomo tax? 
Mr. Moao&NTHAV. Mar I uk ono of tho Treuury OJIJ)Orts 1(1 do 

!batT I am not a wr upo.r:t, 
The OHAI-.NA.N. Woll, as I judi~$ from thia leUer, what you iotended 

to say was that the inhorit•noo tax eould bogin to "fP\Y at $2,0001 
Jl{r. Moao..,TUAu. M•:r I bavo a minu~. plf.uo 

Senator Klso. Mr. Cbamnan, ul undustaod lhe SotrelarJ', u 1 

undentand tho leu.er, we asked ror oertain. inlonnation and oerl&in 

d•ta, which w1111 aubmittod. I do not understand that tho Sotrotary, 

or h,. otaff, inOoxibly and irrevoably eommilt.od thenuclves 1(1 the 

lavy of ......, and ra ... u indicat.od iD that ~Iter. I reopoet tbe Yien 

or the Secretary that be ia not oxpect.od t.o t.elJ uo what kind of a wr 
bill 1(1 write. • 

TIM! OH.uaa&AN. But the Soenlt&ry did t.elJ us bew we cOuld Nliae 

between $300,000,000 and. seoo,ooo,ooo, by to.,mg a supplementuy 

io.berilauce tax on the present tncom~t.ax rates. 

Mr. MoRO.,NTauu. That is right. 
Tho Clunta&AN. Wo atart tho inoomo t.u n~, I lhiDk, on ainglo 

persona al $1,600. 
Mr. PA.llnn. $1,000. 
'fho Cn.unMAN. $1 ,ooo. So wo would begin tho inhnrit.ance tox 

on $1,000, and eany ot up aecol'dinst lolbe rat .. that are now in the 

prestn&. law, and in eome UlStancee ihe inheritance tax would in«f'a.te 

lhe rate some G,OOO percent. 
Sonolor Kn<O. I B88Ull\e lho Socrclnry, iD obtaining this inform•· 

lion, relied upon the da~ which wassubmitt.od 10 him by the expu~&. 

Senator B•ann. In other words, if auch ra ... were adopU>d they 

would raise sueb an amount. The lottu did not ....,.,mmend that 

aoy such levy bo made, bocau110 I undcrotand lho Trcaaury wns not 

iD favor of the paymon~ of the bonus. These IU&g<Stiona were bucd. 

on the bypotbeoia thai tba bonus would be pa..ed and every p<WIIIiblo 

sourec or revonuo would bo ""'Uired lo be tapped in order 10 raise tho 

monoy. I do not understAnd that tbot wowd hove bound the oom· 

mittoo 1(1 have adopted lhe ro~ it tho bonut was pUI!Od and we 

would bavo bow required 1(1 raise 2)! billiDn doUa.ra. 

Son•Lor KINO. 1 assume, Mr. Socretnry, that neithor rou nor your 

e']>OriA< are e..Ued upon 1(1 give your .vi•wa as 1(1 tho wiadom of &ny 

rata that would make it cimfi.oealory of the ootat"" or aen&.eatory 

er tho proporl.f of tho iodiYidual. 
The Oo.uiiM.AJ<. Would you not figuro, it the bonus were up, or if 

we had 1(1 rsiae a oufficient amount of revenue, tl1at this procedure 

outlined in your Jetter of lroposiog an inhoritanC<I tax ihould be 

accordi~g 1(1 the ra~<>s now fixed in tho p.....,.,llawf 

Mr. ,MonoeNTIIAU. Mr. Chairman, when I appeared before you 

l,>enll•ancn h<!foro, I sald there wore waya or raioing tho money. I 

wa.s uked the (lUHtion, u'Will you truggeet. a mrthOd ", and we •ur­
gesled a method. Th•n I.,... uked; I think tho following day, or 

Bbort.ly after thot, to put it in a letur, and I wrote that lettu iD 

rosponao 1(1 illlltroctions !rom this oommittoo 1(1 amplify what! had 

said. \Vbtia I came hero 1 o.imply said mouey could be raised and 

I wu uked tho specific question bow it could be raised, and i' aug· 

goaled Ibis u a. method. 
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Tho CB.ualiW<. In tho impoohion of on illheritanco tu do :rou 

think the exemption oukht to go down to $11000? 

Mr. MoooE,..,.IUU. Tht.~ got.t down to t.be question of ai&U.U.. 

ond rau., ond we bavo our exporu bore who bavo made a li!&-lo"C 

study ol thot and they eM antwor any atalilllical or rate quoation, 

I hope, that you uk thtm. I cannot auawer. 

TM CIIAIIUUo.l<. Well, you ban DO non thtn with ... r.I'<Dc:. to 

whero the inhoritanC6 or .. tato c.u ahould betrin. 

We firat had a $100,000 exem1>t.ion, then wo reduced it down to 

~.ooo and I l.hinlt it ia 140,000 now. 
Mr. P•ono. Jt ia ~.000 now. 
Tho CuAJllWAI<, In thi• lc11or you lower it to $1,000; ia that 

riJ<htt 
''Mr. MoooE>-'TitAU. No, no. Do I 11J that in that letter? 

Tho C""'""""· Yes. 
Mr. MouOESTIIAU. To lower it to $1 ,000? 

Tho Cunuc .. ~. No; but cluJ prMeDt inc•"'*""' ratoa, Mr. Soer&­
t&,ry, etart. on indif"iduals t.hat artJ not married a&. $1,000. You pro... 

~in thia loltor to put iu an iuhcritanoo tax ou that $1,000, in addi· 

lion to tho inoomo t.u rateo now fixed by law. You ineroaaod it 

acoonling to tho graduated acalo ol tho inoome-c.u rae.. aa it ia now in 

tho law. 
Mr. M oao&NTIIAU. I do not W>dcratand, !rom thio letter-! may 

be wrons-that I a~c..d where we a tart or atop. 

Tho CnAJRMAN, Now, what did you intend to do in that letl&', 

then? 
~lr • . Mo&OE!'TifAt7. J01t what 1 said, air; no more a.nd no lee.. 

Senator GoRE. Read tho paragraph you have in mind, Mr. Chair­

mao. 
Senator BAlln.IT. I W>derstAnd tllo letter waa iniA'nded to eta!4 

how mueh money eould be rais«< from eertain taxeo. Whether tho 

Soerotary tloeo or now would stato tbot ho WAS in favor or loworing 

tho exemption 10 $1,000 uno~ very material, boeaoao iC every axpert 

in the T...aalll')' rooollllll<!nded it I would not vote lor it.. 

Tbe COAIR:.tJJ<. Well, I would not, ehher. 

Senator BAJU<LOT. But I do not think we ought to require tbem to 

take the poaition aa to what our policy ahould be aa to what ratoa 

should be levied, or wboro we should bejin or leave off 

Tbe CuAmMAH (reading): ' 

Tloo rcoult oii!Uo P<-' ......Jdl>t tbaL &lho ud --......Jd 1>t lued 

at. ~,... rat.e~ and, under fC., lbe Co~ ooukl pro~ for Ute ffrecd•• 

ratt. to v-ary •ith tho t.As•{la.JIJ\8 eapAelt.y of th10 ree:ipie:n~ of beauttta and g{ft.L 

U~~ very lal'lfl beql.lf!ld.l or clft.. du.r:I:R& a •Ingle yf:a.r--$1,000,000 or more­

- u:1et111 b:rleoaae tal ,..._ are applied. ..a. total w would approd.maie 00 _ ... 
To pre~n\ tho oeoeuit.y lor butyUqu.tdAdon or lata• propert.le. In o~r ~ 

l*J tbe tu:,lt mla:ht be provklod t.ba~ lnborltanot tuM bO payable In a oonv-ecleat 

a\llll.ber ot ~ .... 

Then ycu give the preliminary .. timatoa ol $300 000 000 aod 

$600,000,~. \Vaa it a lair eonatruction to put upon tbl.l',.;,pooit.icn 

that you. m~ed to. •~oar!- and aupplemeot tbo p._.,t moome-C.U 

ratoa by unpoomg on inh...,taneo c.u on all ol tbia? 

Mr. MonOENTIIAu. Mr. Senator, tbe very !act we make an a.Uow· 

oneo from ~.000,000 to $600,000,000 I would aay indieatoa cloor!y 

that woleavo ''up to Coogroaa to aay whore tho thinfr abould otart 
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and atop. U we work it out oa to a de&ite exemption and definite 

ra&.OI, we would givo you flO ex&et figure, bull we gave you an upper 

and lower limir., feeling Conar- abou1d aay wbU tho upper and lower 

funil ahould be. 
Tho CHAIRMAN. Le~ ua apply it on a $.50,000 exomption. What 

would be lho oatimat.e thou, oc:col'ding to tho auggoeliou mado in thio 

lettu, if we were to ra.ile Ill]' revmuet 
Mr. Mono£NTIIAU. Can one ol tho Cll<pom anawer that? 

Tho CnAIRKAN. Yea. 
Mr • .1\fooo..,...,.,...u, Mr. Baaa. 
~lr. EIA.U. The \Vaya and Meano Commitc..e oubmitted to tho 

Trouury varioua I!Cbedodoe which embodied this principle os out­

tilled in tho Seen!tary'a Iotter to tho Chairman ol tho Finonee Com· 

mitt.eo, and aalced the Troaaury to aubmit eetimateo on tho oeheduloa. 

I might road tho etatomont which waa eubmiltod by tho Tl'ouury to 

the Ways and Moona Committee. 

D. Tahloo II ud 12 ..,.bocl7 tbe p~ ol tuloc lho combined lohoriW..O 

or df& And •t.luto.., oel lneoma al Pft!eeO~ fn~tu rate.. wl~b • deductloh 

or the tax paid oo tho etatot.ory net. lnoome. Tlmt, fn etrec~ alllnberitanoe. and 

sift. reoeiftld b)' a.a lndiYkhW tn a.ay )"((&r would be t.n..ted u ordlca.ry tncome 

aod wbjecc.d. to U.. lodirid'*Al meo.,.t.u rak!L Tbo e«eeU1'e rat. o4 \bt 

iabtrlt.anoe or «{ft. \as 11'0Uid lbe:retore vary dirtcU,- with \he aeeumula*l 

weaiU1 &00 tAtoing power or Uw roo..lplent., u ~ured by hltlooome. 

Tbe •ft'f'aP IMOme ot MTer.l ,.._,., nibot ihao tho inoome or a • loa,. roar, 

m&}' bo-. 
(11) 1J DO e:rem-p,ioM are provided for, INch a tu il: e.ttmated &o yield 

S67~000,000 In &ddfUon.at 1"6venuee. 
<•> U a lu ....u• ol ~t!OO bo allo wed for each ~pl<o"- tb.,.by freeing all 

loloorl......,. ud IP!to ol -.ooo or'- ltom ..,, t.u. ud likewllo .-!U<Ioc lbo 

t.u Oft &ll tarweT amouatt b)' SD,700, tb.t.l>f'OPC*l&. eet.liaraeed W ySdd $472.000,000 

io roYe.nue. 
(e) U • t.u C'l"t'dil ot 19,700 be allowed each roelpteni or i.nhtrllanoo or gift or 

$100,000 or- thereb7 f~ .n blberiYAc!M aDd 1tlt. ol UO.QOil or lelll rr0~ 

ao1_ ~,_but. DO\ allowlns tbll \as eredft ltt conntt-tlail whb amowat.Jarau' than 

$100,\MJ the eetlm.ated revenue II $603,000,000. 

Tbo CnAIIUUN. Mr. Seen!tary, in tho Route bill tl1ey have about 

10 YO&III in wbieh to pay thia inborit.anee taL It ia 10 yean, ioo 't itT 

Mr. PAnun. Ten yea111. 
Tbo Co•IJU<A.'<. And tho rate ol intoreot is 3 pereon~ lor a oort.ain 

nomberolye&l$. 
Mr. P.uuo. Tho firaL 3 yoaro. 
Tho CuAIRMAN. 'l'b& fi111t 3 years 3 percent, and tbnn aiiA'r that 6 

-~ Do you tllink that u a long enougn t.imo 10 wait oo tho 

proJ)08lttonf 
. Mr. Mono&NTOAU. May I have a minute, ploaao? I am iolonned 

m Mr. Jacbon 'o atetomeot ho oovera tloat particular field in groat 

detail. Now il you would like him to road from tha~ parlleular part 

now ho would bo glad to do so, whatever 1ou wiJI)o. 

Tho CIUtRKAN. lt is yo_ur bcliol that m u,..., luge inhoritanCCll, 

where a Ia'*" rate is im~ upon tlle eatat.ea, and th•n a otill ~ 

rato ,impoel)d upon tbe tnheritanee, cluJt there ought 10 be liberality 

IIIAIIII!"'tod by tloo. TroMury in ll(lrmitting IJoC!M oatat"" that bave 

their mnotmonta, m large part, tn going eoncema, so that the,Y CAll 

refinanoo thomsolvoa through banka or oth..-..ioo, buL that a ti•n be 

tmi>Oied upeo thomT 
Mr. Moao&NTJUu. May I have a minute, ploaao? I would aay 

that tho Trouury'a poaition ia that we favor a liberal policy. !._to 
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tl>e dct.Aill w~>¥ we would be glad 14 toll you wba~ policy wo ha•e and 

...... now ro'uo .. ~ua in regard 14 this matt.or. . 
The Ca.t.I&.IUM. Wha~ it tho policy lh&t you are now lolloWIDltf 

Mr MoaoL'<TKAil. Mr. Jacbon will answor thaL 
Mr: JACX&ON. Well, I have t11e detailed a~tittics u w juot.tho 

num~r of e.xl(l.Uiions thAt.. DJ'C nppliod £or, the Dumber 0£ CXteni:IOfit 

tblt .,. granted. 
Tho C H.Ua.IUN. That it oo tho p,_.,t 01~to tuT • . 

Mr. JACI&O:l. That. ia on the preeent.esta\fl tax, ~ut at ts eo.rne 

mcuurc, or course, or tho difficul~y thal.l8 now erpe.mmcod. All or 

that. ,.1,pea..rw in tho statement wbJch I Ylill make LO you lalcr, unl~ 
you prd.,. to co into it by oeetio111. Just as you pre!tr, M r. Chau·· 

man. ·r 11 
The CR.wtMk~. Mr. Socre~. may I aak you, 1 .l<re '!"!* .• 

lien-of eour&e ~bo linn is impoSed now oo tho esta\.e t.a.x until ·~ It 
paid. That il 'right., isn't it.f 

~tr. ~lo.B.OI.STIL\0. Yoa. • . . 
n 1e Cu.<IR>U..'<. II a lien is impooed upon this inbontance 1:"· 

Ibis large amount that we oeok w wpoao here, do you - !"'Y diffi· 

eullies m a po.N.Oo wbo inharits a largo. ~ount., who ha~ Ius money 

im·C!Ited in a a,'Oing concern, wbctl~or !t 18 ao au~mobalo plant. or 
whatnot in refinancing his orgawz.auon or gel-Wl.J:. money from 

banka i! .. h6 Oovtmment io coinl to pu~ a lien upon h• proportyf 

Mr. MonoENTUA\1. Just. a moment, please. ~fr. Chairman, tlaat. 

would depend "I"'" tho OOillJ>OSi\ion or tho est•~, and Mr. JackMn 

hero bas an analysis of C&IC8 whicb we have lut.n<l.led and wbteb oro 

now ptnd.ing before the Bureau, and be can either go into i&. now or 

he ean go into it. •ben be ruches it. in the st&tt.me.nt. 
Tt.e Clt.<IR>IAN. Wen all or thoot\ det.Aill discussed oororo tho m .... 

oago como to Congress? 
Mr. MoaO&IITUAO. No. 
Tho CH.Uaw.L~. What io thaU 
Mr. Moao&:nnAU. No. 
The C»AIUWAS. There was no eon:sideN'Ltion given by the Treasury 

to ll1 ... deuul• bcrorc tho Ulllssago eamo to Congress? 
Mr. MoaO&STHAU. 1 withdraw that. answer. The TreAsury is con .. 

ataolly making atudies in relation to taxes, and the~ is not. a day 

p ..... that we ho,·cn'• go~ people tha~ oonttantly •tudy that aub­

JOC•. J hopo that tho Trc&~ury's staff is able onough, th•t they hovo 

cov•rnd all poa~iblo !caturca o! taxation, and lhoy aro oonlltllntly doing 

it. ·rbat. is what our job is. 
&.nator Kl!<O. Different. questions arise, new fac:&.on are iatroduct'd 

in bU6iness and into the Tru:sury'• e&Jeulationt, and into OUT" oeooomiG 

li!o nvory dny. 
.Mr. Monog:s-ruAu. Wt aummar wo sent. BOme poople, and yo11 

..... .,,.ora) to En,daod lor 2 or 3 months 1<> bring ours&•• up to dat<, 

and th..., kiode ol reaearcb otudiM are eonstaotJy goi,_ on. 

S.nat<>r Oo•&. Oid they oubmit any ,..,port on their 1nvoatigationf 

Mr . . Moncr.NTnAU. Yte, sir. 
S.oator Go••· Hu thu b6oo oubnutted? 
Mr. ~Joaoc:sTRAO. Yee, Mr. 
S.nator Oou. Printed 10 our b~! 
Sonator KINO. Printed in p&mphlot !arm. 1 hne two a~ my office. 

&unt()r CoaTrOA.N. We.1'0 these continuing aludios of tho TreMurY 

a•ailablo to tl•o President at the time ol the meaaaco? 
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Mr. Moao•HTDAv. Anytbi"' lhat tho TI-Mawy hu is alwaya a.W­
ablo w tJ1o P rcaiden&>. 

Sooawr B•an.n. Now, ul undorat.&nd it,~~ about tho lien, 
th.,.. is a lion a~ p,_,t on tho oat&tc tblt ill taxed for tho oolloetioo 

of t.bo ~ ... and t.bcy hno at this limo 6 ya&n~ w pa:r-<>r what i.e hf 

S<nator K11<0. Eight yeara. 
&mawr B•nD.J:Y. EigM yeart, in which w pay. It !B propoaed 

bf!!J in this logislatloo, w ci•• 16 yeara, l believe. 
Tb6 CuAtiUU.N. Too. 
Senator Onnn. Our a~tion waa l2 when we .....,. talking 

nbou~ it bo!oro. 'fhit Hous& bUI propoaoa 10? 
Tbe CnAIRW.A.N. 'l"t~n. 
Senawr 0ARD.J:1". I auppoao W.• io aubjoet w eh...,., alao by tho 

Senate, but is there anybody, whether he is tho Soot.~ or tho 

Treaonry, or tax expfttt, or Seilawr, abl6 to ~ wh6thor any particular 

011tat.l would have difficulty in borrowing money !rom ~ bank1 giving 

a mor~ge on the property on wbich tho Gov6mmont b&l a honT 

Mr. ~foaoEr<nut7. All I can aay, Senawr it that •• ha .. Wit 
analysis, and I would be very glad to ha•e Mr. Jacbon gin i~ to 

you now. That Wuchos right. on that point. 
S.matot D.-•u<t.BY. Oooo anybody propoao that tho Government 

retain no lion on thMO astate., or the inbftrit.aue8, outside or that 

propooed to oolloet thio taxf 
Mr. MoROENTB.4U. Are you aaking me lh&~ quest.ioof 

Senator BARIItLA'f'. Yes. 
Air. MoROB.N'TRAU'. Mr. Chni.rm.nn, mn.y Mr. Jaok.soo a.n.swort 
The CuAIRMAS. v ... 
Senator D.-ann. 1 aay th.,.., it no lion in tho .. ,_ lh&t the eit1 

hu a lien on A pieoo of property for ........ impro .. monl8 AO it II 

rooordcd M tJoo courtiJOUI!O and gives notico to all tho pubtio that 

t·herc is sooh a lion lor an~ unpaid 8880881Mnl81 but in a goneral1M>1""' 

tl16 Govcrnm•nt baa a pnor claim ol a geotraJ nature aga.i.Mt oat&t.oa 

lot the colloetion or t.hio taxf 
Mr. JAC7J<80N. That it rigM, &mawr Barkley. 
SonatA>r DARI<LEY. h would naturally be carried along on any 

lnbcritanoe t.a.x, tho •me aort of ob~tion. 
Mr. JAcuos. Butiteanb&madoalicn. 
S.nator DA&nu. It oao be m ade a lien by t.aking ~ a~po? 

Mr. JACit&ON. On 1pocilie es~t.oa. 
Senator 0ARI<LEY. On l'"'ticulnr property. So it would ho a motter 

or public rcoord? 
Mr. JACUON. That io righl. 
Senator 0A.RILEY. AnybOdy who oougbl that property or -opted 

1\ mortgage on it would ba,•e notice that tbe lien would att-ach to that. 

particular proper~y. But io tJ1e obacnco ol that J>rooedure it io just 

m the no tum or a g•neral claim againat IJ1o C8tatc by tho OovcrDJncol 

lor tb& oolloetlon or tax. 
.Mr. J•e•aol<. Thoexoeut<>rit ('" w liquidaw...,.rding w hiso"" 

w1.ahcs. 
S.notor flA.RKLEY. Y 08. 

. Sonator Ku<o. H """""' 1<> me very clear that it would be almoat 

lrnpoosibl<l lor any bank, or any oumbor of banka, w si•6 erodit., make 

a loan ol aeveral milliona o! aoUart w &id tho pentOo who waa tho 

btneficiary or a doeodcn~·· gilt or •• estato to liquidate the indebted-
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&nat.>r LoNUOA.'f, Mr. Secrctruy, ld 118 tako tho •- of "" 

indh-idual manufaotu1'0l' Who bu NtabiW>ed a largo busin.,.., and 

who o..,.. tho biWn-, and we will O&y that tho biWneoo is wort.b 

5500,000. This N tate is reproomted by factorr buildi.,., by ma­

cllinuy, by tho un.finl.tlbed _product, by U>o fini•hed produo~, and 

ceruin Ol*b in tho b&Aic. Ho diN and ho hAs an heir. How would 

tho Oovomment proceed U> coUocl tho inheritance t.u in a caae liko 

th•tT 
Mr. MoROZN,.IIAU. May Mr. Jaclooon answer thaiT 

The CtrAIRKAN. Yes .. 

. Mr. JACit8o~. 1 do noHh!nk tho M36citAld_givOIIndequote in forma. 

non to del6mlno the qu..,tion. lf that bu8lDeoo, worth $500,000, is 

not involved in debt, it then bocom.,. a comparati .. IY aimple matter 

1o rniso money on it, provided it hAS oamingo. All o! U106e elemonta 

.. ·bkh go into U1o Cletormination of a ban"ker'o risk enter into tho 

quNtion of bow easily tll&t tu could be l,)&id. 

fl, f>D tho othor bn~d, you 8JI8Ume. that 1~ has involvemonta in deM, 

that •t o,..eo a bond tMuo of one.t.bird of.~ asseta to ono-hnll of ita 

.... c., and that it hAs a ftoating debt u much u tho b&nko would 

~c:nnit, tbc~1 you hav& a reAl problem on hand and y~u would hAve to 

mt down wtth the executor& and work on the C'JU08tion of utenaion 

ADd you might evm work to compromise, aa we do en.ry d_,- ~ 

connection with tbn cetfttM whieh &re involvod . 

. I~ is ~boolutely im~~le to i•y down any rule, Senator, tor tho 

h<tu•datioo of eolateo llDUI you know the ntio of debe. «> quick 

assets, end if your quiek 8.85el& aro all invol\"cd in one buaineee then 

you ha,·e b'Ot to look to the b•IIUice s.i.IOOL of the buoin ..... 

&nator Losuo.ur. I tl•ink I han mado myself clear. I bavo c;t.ed 

a CMC. I know a great. many now with tba tAX running against. the 

esLalc, th& inheritance tax and tho estate tax, where the tAx would bo 

under tho B ouse bill, $440,000 000. I want to know bow tru; 

$440,000,000 could be raised without destroying that industey. 

Mr. J•cuoN. 01 OOUI'8e thero are many ways that tho exooutoro 

..-ould presumably work it ou~ 
Se.nator LONI!flOAN. TeU me one way, will yout 

r. JACKAON. Yes. You have aMumed that. h o. owns tho entir& 

b~~~~~~ Lo>r£ROAS. Y .. , sir, frneof debt. 

J ACKSON. Free of debt. Then r ftAAUmo tho first logieal •tep 

be to raise money on tho buaineoo b_y way of a bond i!oue. 

lle111otor LoNERGAN. Tcll me how it could be done. 

If I bad to do it I would go to a good blinker and 

I th.ink there ..-ou.ld be plenty of people glad to 

issue on ~h&e.'tamplelou have i.o mind, senator. 

You mo:>o he woul underwrite tho $HO,OOO,· 

Ntate or $500,000,0001 
.,.,,.~or OoRE. An indiridual or co~rate .. teteT 

:>o•••~or LoNERGAN, Yce, sir; 8D individul\.l ostat.e. 

You do not ordinarily find that all of tho -~ of 

aitu&tiona &re involved in that blllinNll. There are a 

.,..to lo which re&ort can be had. 
I am -uming tha~ there aro no' any other 

.. tate is rep.-a led by tho blllin- How can 

Uoverrunent proceed without d .. lroying the buaineoof 
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n• where tho properly colllit~ of ~ bondo, aod noal•t.c. 

proporuoo in a half dozen Stal<ll; it ia impo881blc to go to tho bank and 

gotauffidonl funds 10 liquldate the w . 11..,.,.. to me that thai ia 

obvious. Tho bukoro bono gol 10 uercioe oomo pro•dtnee. Tboy 

!.ave got to guard and protecl tl1olo~la ol tlooif depoeitoro, and tllo 

bank would be '<U'f loolioh 10 loan lwo or lhreo miU1on dollara on t.o 

cotat.o for tbo pui'J)(MI<I Of mooting the tax, wbete tho Mtate CO ..... Ia Of 

varioualrindo olat.ooka and bonds and properly, and so on, oeotlort>d 

around in half a dozen Sut<e. 
Mr. J•cuoN. II dope.Jlds entirely on tho compooition of tho 

indi'Viduol .. utM. 
Senator KfNO. A'beolutely. So there ougM to be a liberal polie7 

provided to moot tloooo siluauol,., bOOAuao il you loroo liquldation1 

force tho pavmenl ollho w, you are goU!g to doatroy tho oaiOI<ll, ""<! 

you nro gomg to conf"""'to tho property WI is ouppoeod to be in. 

herited by tho boif& ol t.be deceaaod. 

S.notor B••u.n. You eannot lAy down any ironol&d ruloa b7 

whic:h all oot.ol<ll or nll inhoritaneee of oolaloo CAD be govorned in t.he 

oolloetion olth- t.axoa. Thai ia one problem wl oonfronla us. 

Mr. J•cJtsoN. We moko a groat many ut.onsions, a great man,. 

oompromitcs. Both the exLon.sion power and com/lrom.iso powe-r are 

exerted in oonnoetion wilh .. IOIOilhal i>a<o difticu ties in liquid•tion. 

Somo eslales could not liquidate if tho:r. did not have a nickol of 1u 

to pay booaUJ<l ollho involvements ol dobl. Ot.ber eelatco hnvo lex· 

exempt teeuritie. far ud aw•y sbove the tu, aDd they have no 

difficulty at all. Now, our study shows 66 perw>t of the average 

esltto is in oeeuritioo, end debl& ....., It percent ol Lbo gross """"'"· 

So tha• tho generol run of oatoloo, if ,.oul.,.p.lato for tho genenlit7 

inot.oad ol Lbo particularity of tho est.Rt.ee, ArO not particularly em· 

ba.........t. 
Senator CoeTtOAK, What is tho •••"'I" perc:entogo in rul oalttsl 

Mr. J•oJtsoN. Tho average pert4lntago w roalos!Ato ia 19.1 poroent; 

in ~&Curitioe,53 perc~ot.;in mo~ cuh,andi
nluran~22 porcent; 

miaoollanoous, 6 porconl; Md tho ile~la average a ntio of l4 porceM 

in 1~2 and 17 percent in 1933. Thoae are lhelal<!lt 6guros wo bavo. 

Senator Bno. Bow about tho tax-exempt soeuriu .. r Have you 

got lhom soparatoly? 
Mr. JACit80N, No; it is notoegrogated, Senator Byrd. The averase 

number ol oxtonoiona granted hu ranced from l pen:ent and 0.22 111 

1929 to 2.16 in 1935. 
Senator Goa a. What itam wu lhatl 

Mr. JAO .. ON. That is tho number ol oxteasiona by tho Commia­

sio1161' to onablo delay in liquidation, and il runs from 1 percent to 

2.18 peroonl. 
. So'!"tor GEnnr. Under this bill, whoro you combine the estate and 

i.oberiltnco w atlho end ol 5 y0111, the wtoreot runnU!g agoinot tho 

osleto wo,~d be 12 poroent would il not, annualfyl 

bilt.fr. JAOUO><. I lhink doat is the provision ollho proeent Hou .. 

Senator GERRY. That is tho provision of the prosonl Douse bill, u 

I UQd .... land it. 
Senator Lo~<noAN. Mr. Chainnan, may I oak a qu .. tionl 

The CnAJUMAN. Go ohoad. 
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Senat.or LoHaRo...,., Mr. Socret.ary, lot u. take tho euo of on 

indiridual manufaottii'OI' who hu Mtablished a 1&rn busin• and 

who own11 tlte businC!tl8, And w·e will u.y that the 6nsinta is ~orc..b 

~.ooo. Thia 011tt.o is repi'MODted by fac~ buildings, by ma­

chinery, by tho unfmiohtd _produd, by lho linW>td produec., and 

oertain cosh in tho bank. He dies and he bAS an heir. How would 

the Gonmmont proceed lo oolloet lho inhoriltnoo w in a eue Uko 

th•tl 
Mr. MoaO&HTJU1l. May Mr. Jackaon answer that! 

The Ca.u:JU<AN. Y ... 
Mr. J•cxsoH. I do not think the cuo cited givoo sdequoto inform&• 

tioo. to delen!'ino lho _quootion. If Uat buain•, worth S500,000, ia 

not mvol•td 1n debt, 11 then becomeo a comporall .. lv simple matter 

lo raise monoy on it, provided it bAS esrninga. All ol U10<111 • lcmr.ntA 

which go into lhe determination ol a b~L~lht't risk ont.,. into tho 

qu011uon or how ....,ily that tax could be paid. 

If, on U>o other hand, you &SS\Uile Utnl it h08 involvemcnt.o in dobt 

that it oW<S a bond ilauo of on&-third of itA osoeta to on&-bolf of iU: 

MSCIB, and that it hAS a Rooting debt as much as tho banks would 

~t, U>"!' you have a real problem on hand and you would have to 

s•t dowo wtth the exoeutono end work on lho qu..Uon of oxt.onsioa 

and you mighl. cvon work to . compromise, ns wo do overy day u{ 
connection wil., tho oolal<!l which oro involved. 

. II is absolutely itnpossi~le to la7 down any rulo, Seoato>, for tho 

bqutdation !'I ""tat<~e. until you know tho ratio ol dobla to quiok 

.... Ia, and if your qmck ._ta oro all invol•td in one busin• then 

you have got to look to tho balance oboet ol the bu• in..., 

Seoator Lo:<•RoAN. I think I line msdo mysoll clear. ·, havo cited 

a case. 1 Jrnow, a great mony now with tho lox running against tho 

.. .,.,.,,tho •nher11snco lox and tho eelato lox, whore tho tax would be 

under tho B ouao bill, S.HO,OOO,OOO. I want to know how tl1e 

$440,000,000 could bo raised without d .. troying that industry. 

Mr. JACUON, 01 00Ul'80 there ""' many W&Yl' thai tho eXOCUlol'l 

..-ould p,...umably work it out. 
Senator LoNERGAN. Tell me one way, will you! 

~~ r. J•olt80s. Y ... You have ll$8tuned Ilia I be owns tho entire 

b..,n .... r 
Senator LoNonaAN. y.,., sir, !roo of debt. 

• ~lr. JAC1t80~. Free of debt ThO!' 1 assume tho finlt logical slop 

Modd be to 111100 money on tho bul!lll ... by way ol a bond ilauo. 

S.n&lor LoNEM.u<. Tell mo how it could bo dono. 

Mr .. JACICSON. If I hod 1o do il I would go to a good bonlcor and 

t•ko lua.ouggestion .• I think thoro would be pleMy of people glad to 

unSederwnle the bond ,..uo on. tho oxamplolou bavoln mind, SCinator. 

nator LoNE ROAN. You mean be woul undenrrito the SHO 000 • 

000 on an ootato ol $&00,000 000? ' ' 

~nator Gon. An individ~al or oo~rate oat.ate? 

oxnator LoNI.RGAN, Yee, sir; an indiridut.l N&ate. 

Mr. J~OKSON. You do not ordinorily find that aU of tho 8.11018 of 

peliOos •n thoee aituations are involved in that. bUAinMS. Thm"' are a 

lot ol other ...... to which roaort can be had. 

Senator LoNEl\OAN. I am IISiuming that there are not any other 

aaao11, that the on lire oalete is rep,_, ted by tho buain-. R ow can 

the Government proCC<ld "~thout deatroying the butio-1 

-
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Mr. J&ouoJ<. ll.bink if,. .• aro doalina with ll•o aame ~llll)_ple that 

in 10 }'MIS' tiU1lin&lo 'fOU would pTO"Y w•ll 1.1!<•...,.. of~~. Se<la~<?r. 
Wo could ci•• a !Goy- e:<WIIion uo~u lhe bi!), u I uodora~d 11, 

and we would oo~ bounder tho o..,...,ly oi ciO&IDi out lhe~. busin ... 
Se<lator Lonaou1. Y01; but death h!"' removcid th.• gomua of tho 

b.Wn-, lhe clirotting band of lhe buam063. Wba~ "' your llli!Wtr 

lo lhe\! b . • • rtl •'-
Mr. JAoUON. If that is lTUo, lh•n tho . wun001 ,. DO• "'," l ...,., 

amount or nloney, lf it. dopc.nd.a on tho gen.aus orono roan ~ho pa~~t~ 

ou~tor Losua&s. Itm'~ i~ truolhe~ it •ould I'IIIUit. in tho deottue. 

t.ion of lhat bu.m-f f ., • -" 
Mr. JAoKaaN. No~ at all. 1 do nat 100 anr. roaaan or •• •• .... 

Se:naLor LoNmOAN. Qjvo mo a reason why at. .~·ould n~t... 
Mr J4cuaN Bo<aUIO I lhlnk blllin- thai ,. established u well 

u u..;~ buaio...; is, built up '!' quields. u lhel lw1 &hero are a OGD· 

oido.mble number of inLOreoiO m 1l1e Um10d Stat"' ":JAI would be glad 

10 JlurchMO it aod go on with i~, ond to oupply goruua .. 
Senator LosPOAN. Now you 61'6 A lawyer or axpencnoo. Is not. 

this wue: Uave you ever 1o0en a businea Lba&. wu put. on the mazke&. 

through a forced aale that ovtt aold for more than 10 or 20 c:euta oo 

U1o dollar? . 
Mr. JACI<OON. Ob, yeo. n would no~ go mto sueh low p~~·l.ag<l!l. 

JL doponda on t.ho foroo you had to ...o. If you had lo liquulat.. 11 

within 6 months or a y-, lhat is one thing. If you had 10 yeara1 

tha~ i$ quil(l a different fuiog. Of COUI'$0 we MVO 10<10 .. tat.os Wlp<ld 

out, -..·e have aeen ost.ates repor&. a vory nice n~t ~&tnt.o and h~ve soen 

lhtm wiped ou~ before the .. oeulOrl OGuld liqu1dat.. them ~ 19~9, 

but :.hat is not a oof"'IUUI condilion and you eanno~ abapo legislation 

to take c&ro of such abnormal !loa. . . 
Se<lator r..oN~ROAN. 1 think inl.bo • ..., I hs,vo catcd lt would result 

in tho deotruetion of t.he bwdu.... The g001us would ~ rom.ovod, 

tho busin .. would bo ofl'ued aod it ..-ould be oold to lbo hl(!;h b1dder, 

and a largo number of persoM would loao their employmen~. 

Tho CnAIIUlAN. Arc there ony_ other questions o( Secrolar_r Mor· 

gootbau? The reaaon I am uking1 :\1r. Newtoo D. Dakar 1s ho!" 

and lwllDllO take him on thit mommg ao boean geia1l'ay. Wo •·ill 

6nish with 1-ir. Mofg"nthou, the Seerotazy. . 
Senator Oon•. I would liko Lo osk Mr. Jaek80n one qu.,.tJon. Uo 

.. id the earnings of tho concern would pay tho 16xcs. At. I. undcr­

alOod him a momeAI ago, he uid at tho end of 5 yeU'S tho m~,...t 

would be 12 percent. That would abaorb a good deal of lhoeanungo, 

wouldn't itt • 
~ir. JAcK~ON. I do not want 1o say tho oar~mga wou)d P•,f lho 

taxes I do wool to u,y tho earning& on lhal parlleular bUilD OM, if tho 

put is any indication, would wipe out t.h.e lax problem. 

Se<lstor Oon£. II you tako $460,000,000, payiog 12 percent on 

th•l would bo a good deal . 
:\ir. JACUON. 1 have neVI!' bean committed to the \'lOW. that. WO 

ouah• to hno a 12 pcrceo~ inLOroal on any indebl<l<luea which ...... 

involunt.ariJ..y. 
Senator G0111t. Y oa. I am glad lo get that in lho record. . 

Senator Bax_Lu. Tho Senalo p...OO a bill tho other day reduelllg 

tho interest oc iohoritanoos 10 8 perew~. 

U\'Uif& .cr o• ltU IOQ 

Mr. JACI<&OH. Twelvo-porcoot intereol. it " pretty JVg\1 rata o(· 

iutuest. 
&nalor X... Fou.CTr&. Mr. Chairman, mr.y I ~t thd we b&n. 

a much more ordtrlr pi'OC<lduro, and lhen Mr. Jac.bon can .....,..,. 

tho qu~tiona mo'!' wielligontly, ot,berwito wo will have to go over> 

tbiJ apu1 and agarn. · 

Tho CII.WUI.UC. r wanted to 6nith wilh tho Secretary hhnootr· 
We •ill take Mr. Jackson on IaLOr. • 

Se<lator LoN&IIOAN. Mr. Chairman, may I uk lhe Sacratary one 

<iUOBti.onT • 

The Cu.uaJUJ<. Yes. 
ScoalOr LoNrao.L ... ~ir. Sacratary, wb&t it the policy of the 'J'roa... 

ury Department in re£enweo to tax-exempt aecuritieaf 

Mr. MonOP.N'l'tlAU. Last year, I think it. wu before thiA eonuniu.oo 

IOJn n~t o~ro, I appeared ~><!foro <?<>niP'"'"' anyway, and rocommouded' 

a oons~tutional arnendrueA~ making 11 pcso1blo to do away with lhet 

e.xempt.ion. 
SonaLor LoNEROAN. Isl.bot tho policy of tho TreA8ury Dopartmoot 

now? Would you like lO have Congroes procoed alon11 that line? 

Mr. MoRGEI<TH'-11. J haven't clWJgod my opinion aUJoe last yoar. 

ScnalOr l.oNJ:BOAN. Al1d that it ll\le of the adminiotrationf 

Mr. ;\·loooJ<NT>IAU. I think oo; yeo. 
'fh.o CIIAIA>U.N. Aro thoro tu>y othor 9ucst.iona? 
Se<lator Banar. This matter on which tho Treasury Department 

has a policy{ •••']'body baa hiJ own individual Yien abeut that.. Tho. 

Secretary o tbe Treuury bas exprooaed his in lhc Preeidout!o m.~ 
in the Proe.idont's rocommundntion. ' 

Senator GoaJO. 1 want lo uk tho Secretary a qu01t.ion or two. I 

WilDt 10 J•t the Secretary to olaborato his &ll£1eotion lhet tho reve­

nues. denved uud~ this bill could be appli.ad iO tho payment of the. 
defirut,. or Lo takmg ~· or the dobt. I am impr ... ed witb t.b&t 

auggostion . I would like lo have you elaborat.. U..t pcin. 1 juat a 

m~t!Jtt u to tbe mechanjca of it., u to what. abould M included in 

this b1U m order lo carry ou~ your OUIJifttion. 
Senator KING. Senator, you do not believe, do you, that $270-

ooo.~. or oven $300,000,000 is going lo go a very long way ;n 
meet.mg lho deficit an<l paying tho deficit which now io praetiO&Uy 

$30,000,000}l00f 
Se<lator vou. AA a matter of matbematieo, I do oot. I would 

like 1;0 aco the vast oxpendituros curtailed ao we con got ciOIJ(IJ' 10 

brmgmg lhet abeut, but l.boSacrat.ary voluot.oerod l.b .. uggost.ion and 

I ,..ould like to have him olaborato it. 
Sonalor Bancr. I preoume the &><rotary did not want to voluu­

~•r tho augge&tion t1!4.t $300,000,000 would bo applied on this defioit. 

uod~toOd, aa far aa it goes, it could bo applied oitbcr lO U1o 

reduetJon of oulatandiog debta or it could be applied toward l.be 

current tlliJ)4nditur.._ 
o .. S.nator Oou. I drew aomoinferenco of thateort myoolf, but if lho 

~•Lor~ do not object I would like to bo.vo t.ho Sooretary elaberote 

on at. 
Mr, Moao&Nm""· Se<laLor, I am o.ol quito IIUl'O that 1 ban your 

questton clear. 
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Senator Gou You oay that the ,..enue deri•od !'" t.hia bill is 
ouppoaod to b<l ~pptiod to tho ddlcita and not .-d lD the II"Dtral 

10~~~~!.",.~.0fu.::\r,'J.,..w Gore, it"!"" to b<l applied firal to 
roduco tho deficit and later 10 roduco U•o pub tic deM. 

Senator Gooz. Y eo.l red · ll d bt 
The Cn~.uuu.>i'. What part woul_d you app Y 10 ucu>.g .10 o 

and what part to reducing tbo dofiCilT • . 
&o_nator GoaL Underst.and, T am in accord With your tugge~tioo, 

bull wont t.<; get the detailo. .A.-· if t.hia bill il puaod by 
Mr. Mosovmuu. Aa to the m...-•1

""• • . 1 , th 
~ and it prov\cl,. miltiono of doi!Jm add•bOna ,.-.nuo, e 
mocliani<S of it would b<l, firot., we would bave to borrow that much 

I• money. 
Senator Gou. Y... ~··• b 1 · · ' b d • 
Mr. Moi<OENTliAU. And th•n u ,. .• app~ a • an""" . u 80• 

w~, wo could gmduolly apply that to the sinking fund, reducmg our 

national debt. · d fi · • f th t Se.na.lor BYRD. Whl\t do you eetunata. the c ea .. or o curren 
fioe•l yo.r, Mr. MorgonLhAu? . . . 

'M.r. MonGENTnAU. Senl:\t.or Byrd 1 tho Pre!udeot., m lus mM&ego to 
10 Congress baa C81imatod 4 bllhon dollars. 

Senator Byoo. Thil would d•rivorovonuo for about? Jl"l'tentof tho 

defititT . · g b"IT 
M .. r . MoaO£$TRAU. You are reJemng to the ouse u. 
Stno\Or Bno. Y ... 
~ir. ~lORGE.~'TII.AU. Y8, air. . 
Sooator BTito. The bill bdo'* tho eomm>tU<o. • 
Senator a ..... Then lor tho p...aent, ~lr. Secretary, you jUJl_lol 

the nwonuoo eome in to the ll"noral fund ood they are 10 be aprlied 
to the extrnordinary OXP'n&08 and the ordinary oxptn ... f 

·Mr. Mon.a.EN"l'liAU. It would juaL mean, Senator, we wou.ld bl\ve to 

borrow tho\ much 1.... . . . 
Souator GonE. That it tho only pomt Y.'"' have m. mm~? 
Mr. }\{oROE.NTUAU. Th1~t it; t.bo only J>C?Int I bavo tn mand. 
Senator B.UI .. LEV. TbC80 rovenu .. go into tho gCiloral fund, they 

are appropriated by Congr""!', like olhor funds? 
~1r. MoRoENTRAU. Yeo, &lf, • • h · 
The CnAm>W<. Would you go beyond applymr; the •n entanto 

tJld gift taxeo to the reduction olthe national deblf . 
Mr. ~loaor:snuu. In myou~tion that 1 made, 1 thmk, beforo 

the Wan ood ~foans Committee, 1auggosted that would be uoed for 

tho\ pW,,... • ~.u · h' 
• The CR.wuu.N. The rouon •hy I am asking, the ,.......,cnt, lD .~ 
m"""'''", ouggeoted that only the inheritance and the gift tax!'- ":" 
appliod 10 tha reduction ol tho national dobt. I wu wondor>Dg if 
you wero in aooord with thAI, or whether you thought it ou~M to lMI 
broadcnod to apply all ol tho tuoo tb.at we raiaod under th•• bill? 

Mr. M onGENTII•U· M ay I rofor to a acntcnco which 1 '*"d b<lfore 
tho Ways and Meana Committoo? I said this. Thit ia vory ohort, 
it it a parogra_Ph, if I may '*ad it. I think it oovora what Sooator 
Goro hu in nund. 

The 1'nluur7'• lrti ooDOem ll whh the ad!fqa.aeJ of the natJorW reTt'O~ 
'l'bln are timee ol ~ wbtrt the TreNUrY mUll 6D&Dce upe;odi~ ... 
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.. - ot •-b)'---'-lbo- dob<, bolt lbo aatlooal 

.....,.,.__,. .......... b __ ,"'--··-be railed boOb 
\0 tuM\ CUm!D\ upeudltu* aftd to make .ut.t.Dllal reductiOCiil la 'be debt. 
n.. tlme boN eomo 10 move ID thAt dJrec.t.lol.\. u. wo1.1-ld, ol oocane. bt U!l,.,... 
i<> lm/XIIM '-• burd£.111 which retard ftOOvrory, bu\ t \ would be equall7 unwt.e nol 
to ea l on IOUJ'OM of revenue whlob would t'Miuoe our bortO.rlfiC' and lai.er .,... 
duoo ~h., nc.Uon.al deb!. wH.houl reoovery. Jt. &. my belief lhd the addiUonal 
t.altc511 whleh. tho l'rH!deni now rcoommMdl fall wllbJu tbl1 c.LaUM. 

Senator K.mo. In other wordo, all the taxoo tha~ eome under thil 
bill reduce tho borrowing&, and to lbU OJ<Len~ they do not d..,,.... 
tho national debt, they simply P'*v~nt ua I rom inc,. .. ing the national 
debt.. 

Mr. MoR~INTHAU. They d_o not d.......- the national deb~ until 
the Budget \1 belantod, then 11 goea to the reduction of tho national 
debt.. 

S.!'ator BkRKLEY. While the J'rftident'o ..-age indicated the 
de601l ol $4

1
000,000,000, I gather I rom the pubtic p,... that it would 

actuolly be .,.., b U.a~ a lair ... umplion or notf 
Mr, MORO&NTUAU. I would ... wan\ to make anr fo...cut. It it 

too d•fficul!, Sonawr. I eon not answer that, il is JUSt too difficult. 
S.nator JJARKL>:Y. I do not know wbotbor these publicMiona aro 

accuroto of not.. 
lylr. MOIIOID<'MJAO. We wcro forlunato Ia&~ year in ll••~ our 

~timat.- for ravenu.o were low and our oetim.at.ee (or oxpendiLUNII 
we,. Wgb, but whether that will b6 10 thio year, I do not know. 
~ator Oo.a10. 1\fr. Setrel&ry, I would Iillo to uk this qu .. tion, 

Thil '*venue 11 proposed to take ....., of tho deficit to U.e extent of 7 
P'rceJl~ only. Do you tbiD.k thai ilaullieien~f Should wo nol have 
moro ,.vonue lllan thatT • 

Mr. M oaOD"''''lAU. Sooator1 thu would gel back to tho original 
queation of my diseUOlling U.e oil! pendinc before the BoUS& 

Senator Oou .. You IJiink. as ~e Socrot•ry of tho Tre...;..y, that 
from, tho atandpom~ of tho p;;bhe Trulury by takitut care of tho 
de6c>l to tho extent of 7 porcont, that il all U.at abould'be dono? 

Mr. M oROINTUAU. W:eU, it would bo roUovod just 7 percent. 
. Senator Oon1. 'fbero,. !'n& other quottion. r notice in the mom. 
mg paper tho PI'08>dont .wd tbcro wa. ~ great doal of tax avoidance 
and evaa>on, an~ montlonod on~ ootato wbore oomo ~d trust& 
have boon eotabliabod uodor which thoro wu tax evasion. II you 
care to dixUM that point I would liko to hoar it. I would like to 
have you submitoome specific recommondaUona u to bow that thing 
can bo •topped. 

Mr . Moaos:rnu.u. Senator Gore, that il gone into in eonsidorablo 
det&il by Mr. Jacla!on in hi$atatement. 

Senator Ooac. Very well. 
.,_'!he CnAtRIUH. Are there any other qu,.Uonof Thank you, Mr. 
"""rotr.ry. Socretary Bakor. 

STATDlllfT OF lfiWTOif D. BUD, OLIVILAifD, omo, IIPII· 
SEifTIIfO 10 OlOAiflZATIOifS, NATIONAL AlfD IBOIOlfAL 

Mr, D~UR. So~ator Harriaon, I •m boro at U.e roquost of 10 
orgamtatlono, nal.lonal and regional, to .. ., a word in behalf of the 
Propooed OlCOD!ption of gifts by eorporallona to ebaritablo undOl'­
~ from IDODme taxes. I bne a lilt of tbe organiuUona in 
w btballl am bore. 
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tNI WM&t tiO"IOt 8.-. N_.; Q.entd lhro9>. ... ,,...., (U ... ol II = ...... ...,..,. .., .... ;,- to ............. l\UMI .......... Oft> 

c..!~':t'T~ _. eo.-oa. be.; ,.ttderlr* a lC.eUallo ,...._, tN.w 

v .. ~,':!l· N Coal- "' c..- CharlO*; w.. R. w....uuo w-. 
,_, (C)ooclaii0\1). ~~ ~· 

li'ollooal Co...U ol y..,"' .. .,.., Cbrioolao --; ·~·* "· l!aoiJ,b, 
p-o\ (N ... ario, N. J.). - , ~-No\looal Oouo<~l Ill Jfwlob fod<ta\lona; Wllllom J. 81"ode•, P n• 1~ 
o~o .. u). AJ~W~~rioaa Uo.pt\al ~la,ioa; Mr. Rober\ JOU!t _p..-otnt. (Uout~, Tu.). 

(MOlt. lOCIIl braoc~ of thtoa utlooal orpnlu.nou .,.. •uppor'-1 b7 \otal 

oottununi\Y ch•..._) Unlt.td Ho.pltal FUnd or No• York; D. ll. MoA. Pyl6, p~~~rnt.. 
Jttdarallon fot lho 8upporto of Jewlah PhUa.nlbropltW of New York City; 8. 0 . 

t.lden<lorf, p,..Sden._ QliK•ll' l'amllt. WC!Ifa.re QoouolUeo ol No• York; J•mo~ 0. 1l1Aloo1 c.b.alnn.n~ 
Oathollo Oh.ariU. o1 the ArehdiOOel& of New York: P . .trl~ O..rdlo.&l ltaye., 

prttldeo._ 
I do not want to t.ako an unn..,...•ry moment or tho oommitLoo'a 

limo, Mr. ()bainnan, and Cor thtt roOlOn perbtpo it would b6 .. ~ 
Cor me to roal<o a very brief preliminary stawnftllt and lh•n oubjoct 
m~I to any que&t.ioDA that there tre and let the oommitLoo diapooe 
o(mo~y. 

The Cn••""'""· Very "ell. Mr. B•nL The problom is, of ooune, a nationu problom. My 
oon\llet with it ia pretty naarly lifelong. I bava b<>on • t.nllloo or 
other reopoDiible but unpaid exeeutiva or boopil.als and eduoation.al 
institutions, and charitable undertakings~ til my life. \\'n•n lbe ,. • .,. 
came welonnd the necosoity Cor united clrivea Cor the aupport oiiiOcial 
oorvi- Cor 1be Azmy. 1 hopo the committee will JMI!Dlit me to uy, boco-llilte to .. 1 it. 
tlott American Army in the World War wu tbe forti Arm;r in the 
history or the world ever to be pro.-idod with tlle oocitl ..,-vi..,. of i"" 
homo while it"'" camp~ m tho field. We followed the A.roerioan 
aoldior into batllo with hls homo inlluences, and tho coo.ocquenoe wu. 
tbala.pert opinion prooout>ced tho A.rooricao ATmy in frtnco a.ncet1 

aobereot. and u1001 moral body of men or like number ovor 088Cml'>lcrt 
Oft thO p\~nol. That C6ID& from tho f&el thtl f'l)().l'(laliooal Opj>OrtW\i­
tiM, ontorWumenl Cacilitioa were supp~od to tb~ Jl\Oil away from 
horoe, and the usual iodulgen- which tho aoldior'e idle time .,. 
.-rt.ed to wore unn..,....ry in that i:latanoo. lo order that the 
Y ouna M•n'a Ohristisn Asoociation, the Oatholio group, tho Jewish 
group, tho s.lvat.ion Anny and t.b- organized by the Annf itself 
10 Ito roueation.al ectioitJ. .. onuld tbuo CoUow the aolditro 11 ,.. ... 
.,_,. ~t then obonld b6 an appoal to the priYate pbllanthJOpy 
of tha Amencan poop16. Thai led to what we eallod united clriv .. , in which tb6 6nt $100,-
000,000 waa -ured, and later $200,000,000 to aupply lboae Iacilitieo. 
'\'ben the war waa over a nry grea4 man, tho cre&I4K pbilaothJOpisl. 
with poooiblY oro exception that Cleveland baa ever had, Mr. S..Uuel 
M~I~J lme" him for 30 ;rears and I never knew b~ pbii&D­
II•ropoea to be leoo than a milli<>n dollan a yoar douinc my lifetime, 
.nd be died praclically aolv..,~oated that tha ezpori6ooo or tb• 
N ttion in thus unifri!tg the oupport ol ito eharitable lod pbilanthJOpie­
undertakinp certllinli oupl to be !oljowed in CMnloNi u a oily. 

• 
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August 1, 1935 

At the starr meeting this morning, Mi$s Roche 
reported that a committee from the American Federation 
of Government employees had called on her urging her 
assistance in securing an Executive Or der settillg up 
an organization to take care of emergency employees 
dropped from the rolls. She was of the opinion it 
was a matter for the Civil Service Commission to handle, 
but they do not want to take responsibility for the em­
ployees since they have only temporary status and are 
not Civil Service. Mr . MacReynolds agreed with her 
and stated that anything which involves any Departmental 
contact with Government Qersonnel should be done in the 
Comm.ission r ather than set up a separate agency. 

Mr . Grilllll reported that in accor dance With the 
?resident's letter of July 30, copy attached, his 
staff was organized to begin work on Monday, August 5, 
in Newark, N. J . , where his office would operate for 
two or more days to get t he basic facts about housing 
and mortgage activities in t hat Stat e . He plans, first , 
to call in t he various Federal administrator s in the 
State and then to make personal visits on civic leade~s, 
real estate dealers, bankers and lending institutions . 
From information gained from this two-day meeting he 
intended to write a primer that will set forth very 
clearly, in question and answer form , what the Federal 
Government is attempting to do in the field of housing 
in t he State of New Jersey and what facilities are 
available for all classes and conditions of people in 
that State. 

1 
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l'OR IWEI)I,\'i": lC.!:A.Sl:, 
\'hurada,y, ..l.U&U8t 1 , 1935. 

Prooa Sorvico 
No. 6-45 

Secretary of the Troo.aury ).!r)r(;Onthau todtly nnnouncod tho roeul t of tho 

ufforin& b!' t ho Trooaury on !Llnd.'\Y of $1oo;ooo,ooo, or thcroo.bnute , or 3-7/8 

porcont Troaoury ~ends of 1955-60, tenders tor uhich ucrc rccoivod.nt the 

Fodornl Rooorvo bnnks up t o 12 o ' clock nnon, on lfodnoodny, J uly 31. 

Tenders for $320, 981, 000 !nco nmount of bOnds wore rocoivod, of nhic~ 

$106,483,000 mo nccoptod at prlcoa 1~ fr0<:1 101-24/'32 down t o 101-1?/'32, 

nnd nccru.od intoroot from lbroh 15, 1935, to .\~t 5, 1935. Only pnrt of 

t ho amount bid tor nt tho lnttor price una nccoptcd, tondcra for nmountc up 

to nnd includi111; ~0,000 boing ncccptod in f\ul , nnd 25 percent of tondors 

for lnrgor nmounta being accepted, but not loss tb:Ul $lo;ooo on any euch 

to.'ldor . Tho nvoroe;o price of t ho bcmda to be tcsuod 1a about 101.-18/3.2, D.lld 

c. totc.l premium ot 01,663, 838. 14 ntl1 bo roooivodo ~Mod on tho a.voroeo 

prico nt uhich tbo bonds nrG to bo i csuod on AU&Uat 5 , 1935, tho 

yield 1s nb')Ut 2. 771 percent to tho onrltoat eol1 cl4\t o, lohrch 15; 1955, 

n!'ld nbout 2.787 percent t o roturity, lohrch 15, 1960. 

oo9oo 
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August 5, 1935. 

I spoke to the President, at luncheon today, 
and told him that Judge Barrett, of Atlanta, had been 
suggested as the judge to try the New Orleans tax 
cases starting October 7. The Pr esident said he 
knew nothing about Barr ett and that the Attorney Geu­
eral bad spoken to him about it last night. I asked 
b1m if it was O.K. and he said it was. At 2 :30 this 
afternoon Irey called and I told him that the President 
was satisfied to have Judge Barrett. 

I suggested to the President t hat he give a 
certificate to everyone who built a new home under 
FHA. Be thought 1t was a grand idea . 

I told the President of t he possibility that 
next year, through Government financing , 100,000 new 
homes would be constructed; that it might so\Dld wild, 
but I thought it was possible . He t hen told me a 
long story about a real estate dealer in Kansas who 
had come to see him and expla ined how he had developed 
a series of projects, developing raw land into home 
sites, and building homes . The President t hought the 
Government might go into the actual building of homes. 
I questioned the necessity of this. 

I reillainded him that a week ago today I had 
suggested the transfer , under an Executive Order, of 
t he supervision by Hopkins of the spending of all the 
money Under the 4-billi on-8 to the Central Statistical 
Board . I told him I bad changed my mind; first, be­
cause Grimm was too valuable i n the housing game to 
spare him to make him the head of the Central Statis­
tical Board, and , second, by the time he learned what 
it was all about it would be too late. I, t herefore, 
now suggested that t hese supervisory functions of 
Hopkins be tra.nsferred to Frank Walker. He seemed 
to think well of the idea . 

I went out of my way to tell the President that 
some of the complqints made by Hopk1ns and Gill, to 
the effect that the Bureau of the Budget was holding 
up t he Works Progress, were unfounded and t hat I had 

8 
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asked them to put all of their complaints in writing 
and had also asked Yr . McReynolds to follow them 
through to see if we are subject to criti cism. 

I then laid two proposed Executive Orders on 
the President •s desk which I had prepared. Order 
llo. 1 (Exhibit "A") would have put all of the Inde­
pendent Offices, as far as administrative expenses 
so, under the Director of t he Budget. Order llo. 2 
{Exhibit "B") ould have put the folloWing agenci es 
under t he Budget: 

Federal Home Loan Bank Board 
Home ·Owners ' Loan Corporation 
Feder al Savings and Loan System 
Federal Savings and Loan In-

surance Corporation 
Federal Housing Administration 
Farm Credit Administration 
Federal Farm Mort gage Corporation 

Lew Douglas tried to get the various independent 
agencies under the Budget a couple of years ago . As a 
matter of fact , the President signed the Douglas order 
and then Ickes r a ised such hell about it , it was can­
celled. 

I put it up to the President, a s foll ows : I 
said to him, Here is a list of independent agencies 
whose administr a tive expenses last year were $150, 000, 000 
and t hey loaned approximately $1, 800, 000, 000. This 
year they forecast they will spend appr oximately 
$280, 000, 000 and loan $1, 850, 000, 000. In other words, 
t hey will loan l ess money, but admi nistrative expenses 
are up about 80 percent . I told the President that if 
anybody got the blame for this "it will be you o.nd no­
body else . " He said, "Oh, no Henry. You are wrong . 
The~e agencies come under the Audget. " I said, "Oh, 
no, lolr. President . You are wrong. And I am sure 
that you are going to be blamed for this and you will 
have to t ake it.• I said, •Looking for ward, the way 
I always do for you, I suggest t hat you put these 
agencies under the Budget. • I said , •we made a review 
of FDIC for you and that organization now has one of 
t he lowest overheads of any of the i ndependent agencies . • 

After I had made the pr eliainary speech, I bad 
Bell come in. I then e.xplained t he difference between' 
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the two orders. Unhesitatingly, as I thought he 
would, the President took the order which confined 
itself to the agencies l i sted above, his excuse being 
that 1! he tried t o grab off all the agencies at once, 
we would be criticised because we could not do the 
work fast enough. Of course, the real reason why 
he took the limited number of agencies is that this 
will post pone his getting into a r ow with Harold I ckes. 
What I hope is t hat we will do all of t he Independent 
Offices first and t hen come to the agencies under 
I ckes last, and Ickes will be unable to stand the 
pressure of permitting his organization to go under 
the Budget. 

I consider this one of t he most important for­
ward steps that I have been able to make with the 
President in a long time . I hope it sticks . 

When the President t alked to me about the 
budget , which must be t wo or three weeks ago, his 
idea at that time was t hat he would need about 
$2, 500, 000, 000 for r elief beginni ng with the f iscal 
year , July 1, 1936. I imagine my diary will show 
this. The President t oday, he said , in discussing 
the budget wi t h Harry Hopkins t ol d Harry that not 
only only would he want to go into July 1 with 
1-billion-2 left over from t he 4-billion-8, but that 
he would only ask for l billion for relief for the 
year beginning July 1, 1936. (Last week he told me 
he had made t he same s t atement to Fr ank Walker. ) In 
other words, t he President bas dropped his f i gure i n 
t wo weeks from 2-bi llion-5 to r bi llion. 

In discussing this with Bell, be i s of the opinion 
that the President eventually will have to cut out even 
aski ng f or the 1 bi lli on and will have to get along with 
what he can save out of the 4-billi on-8. Personally, 
I would be tickled pink i f we could get along with 
1-billion new money. 

The Pr esident t old me he was anxious to get the 
figures , twi ce a month, on progress bei ng made. in in­
dividual proj ects . I bad Bell expldn to him t hat we 
were get ting this information for h1a on the q. t . He 
111anted t o know if we were not overlappi ng Frank Walker 
and I said we were not , because we were given authori ty, 
a l ong time ago, t o get the necessary information on 
which t o base t he monthly financi ng. He sai d , "Fi neJ" 
and seemed very •uch pleased t hat we wer e get ting i t . 
I guaranteed h18 that no other agency could or would 
get i t 1.f we could not. 

10 
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l7 Oeor lr. PreaidentJ 

lor your 1Dtormat1on, I .. aendiDc blrew1tb 

a atat .. ent or allocationa tor certain proJect• 

lmd.r the k . ooo. ooo. ooo rel1et oppropriatlon. I 

would like to point out the tollowtnc t act•' 

(l) 

( 1:) 

(<!) 

BIIJR;nac 

'fotal aUocatlona tor the•• 
proJecta .-oUDt to •l.~o.ooo.oOOJ 

'fo coaplete thea• proJecta 1t 
will take an add1tlond ten. ooo.ooo, 
Out ot tbl total 11a allocated• it 
bal beaD .. uaated by tbe !l'eu urr 
t hat 1666{0001 000 wiU be apent iD 
the t1aca rear 19&1 and 166&{ooo.ooo 
will be epent attar .1- ~o. II&&. 
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1 I 

August 7, 1935 

the following message was delivered to me at s .p. 
today a 

TO: 
FROJI I 

II Shanghai 
August 7, 1935 

Secretary of the Treasury 
licholson, Treasury Attache at Shanghai 
During information conversation yester­day T. V. Soong, Chairman Economics Commission requested me to forward you folloWing messagea 

'I trust that the United States of America Treasury Will find it possible to accept the British suggestion and Chinese Government in­vitation to send it. financial expert to China. British and French experts due to arrive here 
early September . Despatch expert does not cos­mit United States of America Treasury to any line of action on the other hand American •xpert may 
be able to influence events so that United States of America and China currency policies aay not be at variance. Chinese Government would be loathe to find that in absence of United States of Amer­ica representations of policy are worked out which may prove injurious to American interests.• 

lly niJIIber one August 7. n 
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i OR IWIDUTI BII&Sll:; . 
'l'o.eada:r, AUgUst 61 1935. 

Washint;ton 

Preas Service 
No• 5-49 

Seore~ of the Treasury Worgenthau today announced that final reports 

from the •ederal ReaerTO banks show that $1;610;886, 550 of the • irat Libert7 

Loan Bonds have been exchanged f or 3-7/8 percent Treasury B.mda of 1955..60 or 

for ],..5/8 percent Troaa.lry Noha of Sori ea .A.-l940o Ab011t $1; 933, 000, 000 J'irat 

t.iberty Loo.n B:md.a wore 011tatanding whcm the o:tcbaJl&o offerillg waa announced 

last April. 

A.llotmonta for oach 1eeuo woro dividod among tho eevo~ ioderal Reeorvo 
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August 8, 1936 

Last evening, at the dinner in honor of Ambassador 
Straus, given by Commissioner Payne of the Federal Com­
munications Commission, the Chinese Ambassador rushed 
over to me, in a very friendly manner but oviously eager 
to talk to me . 

He said he was very, very anxious that our Govern­
ment send a financial adviser t o China, but understood I 
was opposed to it . I told him that was per fectly true . 
He said that was a great lllistake and that I should send 
one . I said, "No. If I were to send a representative 
over there, your people would Just crucify him and Jump 
all over him for our silver policy. There is an Ambassa­
dor for your people to see and you know, as well as I do, 
that the program is laid out for me and there is nothing 
I can do . " I repeated that I would not send someone 
over there to be crucified and, furthermore, I bad no one 
to send . He said, "I will guarantee they won ' t do any­
thing like that . " I said, "But you can't guarantee 
anything like that." He replied , Oh, yes ! I can. " 

I told the Ambassador that Mr. Soong should have 
come over here last February and the chances are fifty­
fifty that we would have gotten together and that I still 
think t he only way to do it is from here and not in China . 
Ambassador Sze said, "Suppose Mr . Soong went to ·Europe?" 
I replied , "Well, I am going to Europe on the 15th of 
September. " The Ambassador ' s face lighted up and he 
said, "That would be wonderful! I will get off a cable 
tonight . " I remi.nded llr. Sze that I had not discussed 
this with the President, but, I said, "I can t ell you 
that there will be 75 chances to one that the President 
Will agree to this . " 

(As a matter of fact , I did discuss this very sug­
gestion with the President, about two weeks ago, and be 
approved the idea at that time . ) 

Mr . Sze asked me details as to my plans and how 
llr. Soong ahd I could meet . I told him I would arrive 
in Portugal on the 22nd of September and it would be easy 
enough to arrange a meeting place after we get over there. 

I told the President, over the te!ephone this morn­
ing, wbat bad he.ppened and he said, "F1neJ11 and approved 
the idea. 

Regraded Unclassified 



August a, 1935 

At t he group meeting this morning Kr . Grilllm t old 
of the discussions his office and Kr . Opper have been 
having with the firm of Quincy & Co . , l arge distributors 
of Federal securities . 

This f irm is very anxious to get into the di stri­
bution of low-cost housing bonds, but no machinery f or 
that has been set up . The very terms of the debenture 
have not been defined or even written. That function 
specifically is this: the individual who has a plot 
of ground or can b~ a plot of land sUitabl e for low­
cost housing in an urban community talks to FHA . They 
whip it into shape and agree under cert ain terms to 
i nsure t he mortgage. The next step is to have a bank 
agree to act as trustee and service the issue and that 
is where a firm such as Quincy & Co . comes into the 
picture, by underwriting and disposing of the bonds to 
the public. At first, Kr. Grimm, thought this was 
not possible since the Treasury Depart ment could not 
encourage r elations with. one house to the exclusi on 
of all ot hers , but this procedure would be quite dif­
ferent since as a matter of fact the Government is doing 
nothing there except as a thir d party, insuring . The 
money com.es from outside the Government. 

Ur . Cooli dge could see no ob jection, in view of 
the fact that the Government had no hand in the distri­
bution, and was not giving preference to one person. 
Mr . Morgenthau r aised no obj ect ion. 
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A group made up of representatives or Pederal agencies in­
terested 1n housing met 1n the office of the Secretary ot the 
Treasury at 11 A, W,, Thursday, August 8th. Those present were: 

Henry Mo~genthau Jr ., Secretary of the Treasury 
T, Jefferson Cooiidge 1 Under Secretary of the Treaaury 
Peter Grimm, Assiatant to the Secretary of the Treasury 
Josephine Roche, Assiatant Secretary of the Treasury 
J , P.T. O•Connor, Comptroller of the Currency 
c. V. Opper, Assistant General Counael , Treasury Department 
w. I . Myers, Governor, Parm Credit Administration 
Arthur Walsh, tor the National Emergency Council 
E. B. Schwulat , President, RFC Mortgage Company 
Marriner s. Ecclea, Governor, Pederal Reaerve Board 
Stewart McDonald, Aasistant Adm1nhtrator, FHA 
Jacob Baker , Assistant Administrator WPA 
T. D. Webb, Member, Home Loan Bank Board 
Ormond B. Loomia , Executive Assistant to the Chairman! HOLC 
B. v. Pettit, Chief, Branch No. 1 , Housi.ng Division, YWA 
H.A. Berman, Chief Counsel and Assistant Director, Housing 

Division, PWA 
C. B. Upham, Secretary, Interdepartaent Loan COllml1 tteo 

Mr. Morgenthau referred to the fact that most of the aaenoies 
represented at t he meeting were lnoluded 1n the membership of the 
Interdepartmental Loan Committee, of which he is Chairman, and 
that t he activities of the lending committee in the field of 
housing were initiated at the suggestion of the President. 

Mr. Korgenthau r eferred to the fact that Peter Grimm had held 
a meeting in Newark on Monday, August 5th, which waa attended by 
the New Jereey representatives of the Pederal agencies intereated 
in housing . 

Mr. Grimm made a short report on the meeting in Newark atating 
that there were 34 persons present representing 11 agenoiea, that 
information was sought as to the local objective of each of the 
agencies repr esented, the degree of accomplishment , and methods in 
which the agencies could be mutually helpful. He reported that the 
meeting bad been a success 1n that there bad been an exchange of 
1deas and a comprehension by each representative of the field and 
function of the other~ . He mentioned the fact tbat there bad been 
agreement among those present that the activity of those aaenciea 
operating 1n tho field of d1streas relief were declining While the 
activities of those agencies which were inducing private bualneas 
pickup wore increasing. 

Mr. Grimm reported that on TUeaday be had met a nwnber of 
real estate men and bankers for a discussion ot their buaineaa and 
ot Gover nment activity. He reported the volume of their buainesa 
as gr owing, vaeanciea diaappearing, pricea no better to acme bet­
ter, but with expectation that better prices were ahead. They re-
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ported that buaineas is 1n good abape and that they had been able 
to iron out any dif!i cultiea that they might have bad with the 
FHA with respect to such things aa oommisaiona and appraisers• 
cb&rgea. 

Mr . Gri mm thought that for the f irst time t he support or 
local real estate men is being aeoured and the bua1neas of the 
FHA increasing. At noon on 'l'ueeday Mr . Grimm bad lunch with 
6 or 7 bankers to discuss their attitude toward Gover nment agencies. 
They were enthusiastic about the activities of the FHA and also 
favorably disposed t oward the HOLO , They were somewhat disturbed 
about the growth of the bonded indebtedness of t he City of Newark 
and were inclined to resent activity of the PWA in urging projects 
upon tho City which they felt were not needed, 

Mr. Grimm also met with representatives of the Building and 
Loan Associations who were pleased with tho work of the Home Loan 
Banks but were of the opinion that sometimes they were not con­
sulted by tho Home Loan Bank Board on important matters. Tho 
Building and Loan Associations are eager to get back into tho lend­
ing business in a big way and report that t hey are in good shape 
with no clouds on t he horizon, 

Mr. Morgenthau suggested the desirability of issui ng a pamph­
let tolling i n a simple manner where the man who wants to build or 
buy a homo oan go to get help, 

It was suggested that M1 os Root of the u.s. Employment Service 
bad such a pnmphlet . It was also suggested the t he u.s. Government 
Manual had informati on of this character . The representatives of 
the Federal Home Loan Bank Board indicated that t hey had a housing 
service with offices i n a number of o1t1es . The representatives of 
the FHA said that they were doing the same thing . 

It wae suggested that the Delano Committee is coordinating 
housing agencies . 

Mr . Morgenthau said that the President bad no knowledge of the 
Delano Committee. 

Mr. McDonald said that it had been appoint ed by the Preaident 
to coordinate housing agencies and t hat it had issued three reports 
so far , 

At present there is disou.saion of t he creation of a permanent 
committee with a permanent secret ary and they are trying to find 
t lSO, OOO tor their annual budget . 

It was r eported tbat the Delano Commdttee started last April, 
that it has had several meeti ngs and that i t baa made a report to 
the President. 

Mr . McDonald said 1t waa studJing where each agency infringes 
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on another ana .. ntioned bJ .. , ot illuatration the poaaibllltJ ot 
the PWA trJ1n8 to aoqu1ra a a1 te tor low ooat boualJIS &114 the PIIA 
trying to lnduoa prl•ata capital to go into a low ooat houalaa 
project a blook away. 

Mr . llorgenthau aald that he and Jbo. Grint would aee the 
President at 2 o1 olook and deoide whether the Grimm Coamittee 
should go ahead or quit or combine with t he Del&llo Co.aittee • 

• 
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VERY CONFIDEH'tiAL 

August 8, 19311 

Oblectlves: 

1 . Peak expenditures should be JanlBl'y, Febr\Bl'Y, 
Karch. 

2. Have l-b1111on-2 left over July 1 1 1936. 

3. Cut out nary expendit'IZ'e that Will not be coa­
p1eted b.r July 1, 1936. 

4. Unexpended funds or 3-b1111on-3 should now 
through sam.e channels as 4-billion-8. 

5 . A date and yardstick on which to cut orr PW.l al­
lotlllents 

a . 45-55 
b . Loans and grants for bousin&. 

WAft THIS PROGRAK BY AtlHJS'l 19. 

Copy fori 

Secretar,r Korcentbau 
llr. Bell 
llr. Ora. 
llr. JICileJDQ143 
Ah1 r al People a 
Colonel SaW7er 

' 
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CHAR! NO. 1 

A p-aph ehonng each month through June 19~6 
how .uch money out ot the tour-billion-e~t will 
oe epent by monthe and how many people will be g1ven 
wortt. 

CHART NO. 2 

A chart showing money given to projects that 
will not be completed by June 1936 and how much it 
will take to complete them by months and years. 

CHART NO. ~ 

A .. eter chart that will ehow moneys to be 
epent by monthe out ot the tour-billion-eight and 
all other lending agenc1ee and the resulting em­
ployment per month. 

It eeems to me that in the original set-up ot 
tour-billion-eight the duties that were delegated 
to Mr. Hopkins, at that time, were assigned without 
the knowledge that he would become the biggest spend­
ing agenoy. !heretore, it seems only practical t .hat 
the agenoy which is going to spend the big bulk ot 
the money should not be the agency that will be 
checking up not only on iteelt, but the other agenciee 
epending tour-billion-eight .money. 

I, therefore, suggest the traneter ot certain 
duUee troa Mr. Hopkins to the Department ot Justice 
and the Central Statistical Board and am submitting 
the attached propoeed Executive Order to carr.y th1e 
out. !he reason t or ~ recommendation is that while 
the Central 8tat1et1oal Board ie not necessarilY the 
ideal asenoy, still 1n rq opinion it is the onl.Y 
agency available wh1oh can act ae outside auditore 
tor you 1n a disinterested manner and 1t seems to 
ae that that 1s ot the greatest importance to you 
and t.he Treas1U'7 it we ever expect to balance the 
budaet • 

• 
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YEftY CONfiDB8TI~L 

August a, 1935 

ObJectives: 

l. Peak expenditures should be January, February, 
ll:lrcb. 

2 . Bave l-billion-2 lett over July 1, 1936. 

3. Cut out every expenditure that rtll oot be co•­
pleted by July 1 , 1936. 

4. Unexpended funds of 3-billion-3 should flow 
through same channels as 4-billion-8. 

5 . A date and yardstick on which to cut off PWA al­
lotments 

a. 45-55 
b. Loans and gra.nts for housing. 

WANT THIS PROGRA11 BY AOOUST 19. 

Copy for : 

Secretary Morgenthau 
Mr . Bell 
Mr. Grima 
llr. McReynolds 
Adairal Peoples 
Colonel Sawyer ' 
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CHAM 110. 1 

OIW\'1' uo. a 
A obar\ abolrlng ~ SiYID W pi'Ot:t.a \bat. 

wUl not. 'be ooaplet.ad ~ J\lne ~ and . JaiOh 1t. 
w1U t.ake t.o OOIII,Pl et.a th.- 1:111 aont.ha and yeare . 

CHAR'l' no. 3 

A aat.er chart. \hat. wlll lllow IIOGeJI t.o 'be 
~~t. ~ aont.ha out. ot t.he f~bWim eSSht. and 

ot.hc- leod1D6 asenolee and tll.t reeul.U!Ig _. 
pl QIJDClt. per .aath. 
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August 9, 1936 

At the group meeting held at 9:30 this morning, 
Mr. Coolidge reported on a meeting with Senator Smith 
and other departments on Friday to discuss the Senator's 
export insurance plan. Senator Smith mentioned the 
old War Risk Insurance and thought somethi.ng might be 
done along those lines for his agricultural export in­
surance . All Departments feel that it ought not to 
be done except possibly in the most minor way and, if 
done at all, should be hitched on to the Export- Import 
Banks. 

I t is my opinion that we have come to the point 
in this Administration where we must call a stop. We 
have to realize that we have 6 million bales of cotton 
hanging on the u .rket unless t hey d\llp it i n the ocean. 
The fact you give thea five years to bUT it won't help. 
I am opposed to it and have told thea so point blank. 

I recalled the fact that in July 1933 I sold 9 million 
bales of cotton to Henry Wallace for 9 cents and since 
then be has been buying cotton ever since. They have 
a serious situation and won' t face it. 

I told the group something which I think is of 
paramount importance and that is to get together an 
Executive Order for the President which would delegate 
to his lending colllll.ittee the authority that all terma 
on lending money, length, and interest r ate.aust be 
passed on by the ChAirman of this lending co-ittee 
who 1s the iecretary of the Treasury. It should also 
include authority to review all terms on lending Federal 
or near-Federal money. By the latter I mean Land Bank 
and P~A . I instructed Cy Upham, as Secretary of the 
Colllll.1ttee, to work on this together with Cooli dge, Bell, 
Oliphant, KcReynolds and Gr~. 

In connection with this drafti I t old the group I 
wanted a half dozen glaring exaap es of conflicts. 
Or~ would have some in FHA or B>LC. I ckes has let 
everybody believe he pays the Treasury i nterest (he doea 
not) ; but he charges other people~ percent. On the 
other hand, Jesse Jones pays us interest on everything, 
even the money he gives away, which i a very unfair. 
I intend to pr eaa this . 

24 
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llr . Gri- told of difficulties surroundiJlg the 
largest single proposition for low-cost housing, the 
so-called Joseph P. Day St a11lion dollar loan taken 
by lew York Life, which was announced four or fiYe 
months ago with headlines and was to create 2 or a 
thousand jobs . They telephoned h1a that unless they 
could get this thing out of the Departaent within the 
next ten days or two weeks they would withdraw entirely 
for the reason that necessary construction could not 
be completed in time for fall occupancy. Grimm said 
be took the responsibility of asking them to meet with 
him and FHA men and they are now meeting in an attempt 
to iron out difficulties. I told h1a it bad to be 
settled by four o ' clock today. 

llr . Oliphant co~~Dented on the fact that the Senate 
had passed the gold clause bill allowing six montba in 
which to star t sUits. He is of the opinion that thia 
is very much worse than any legisla tion at all and would 
like to send a str,ong ar gment to the House conferees . 
I suggested that he do it through Stanley Reed and t ake 
it over to Mr . Mcintyre to get the President ' s approval . 
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August 12, 193~. 

A group met 1n the office or the ODder Secre tary or the 

Tr~aeury to di seuse the rramtng or an Executive Order to subJect 

the t erms ot loans made by Federal agencies to the approva l or the 

Chai~an ot the Interdepartmental Loan Committee. 

Those present were: 

llr. CooUdge, 

Mr. McReynolds , 

Mr. Grimm, 

Mr. Opper, 

Mr. Upham. 

Mr. Coolidge raised t he question as to wheth&r r ates a nd terms 

on all l oans made by Federal agencies or on.ly on competl tive l oans 

should be reviewed by the Inter departmental Loan Committee. He 

suggested tha t the real conflict seemed to be between the Rural 

Resettlement Administration and the Farm Gredit AdministrRt ion . 

Mr . Coolidge and Yr . Grimm agreed that the housing agencies 

were being taken care ot now so that overlapping there woul d be 

eliminated. 

lolr . Coolidge sugges ted that the PWA and the TVA aight be in 

competition with private lending agencies and raised the query 

ae t o whether such competitive loans should be included. He 

advanced the suggestion that the Interdepartmental Loan Committee 

might be constituted a sort or board or complaint or clearing house 

ror differences between the various agencies. 

It was suggested that the st&tutes atgbt be looked into ror 

possible 11attationa on the authority or the President to require 

review or r ates and ter.a. 
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Kr. Coolidge was or the opinion that the Secretary, as Cbalr.aa 

or the Interdepartmental Loan Comaittee , already bas authority to 

requ ire t he submisr:ion or lending agr eements to hill tor appr ovel . 

Be was inclined t o the view that less friction would develop i t' 

a clash between two or the agencies were made use or as an excuse 

tor exercising the authority or the Interdepar tmental Loan ~omnittee 

r ather than i ssuance or a genera l order . 

There was some diocuesion of collectine informat i on on the 

s ttuation as it exists with respect to l oans outstanding and r a tes 

charged s o there could be some estimate o r overlapping and conflict . 

Mr. Coolidge was of the opinion that the operations or the RFC 

and the FCA do and nhould come t o him ra t her than to t he Secretary 

or t he Committee and tha t the operations or the housing agencies 

do and should go to Mr. Crimm instead or to t he Secretar y or the 

Committee and that a simple solution or the whole matter might be 

to add t he TVA and RRA to the membership or t he I nterdepartmental 

Loan Co~ttee and exercise t he authority already possessed by that 

committee rather than issuing an Executive Order. 

It was suggested that the Secretary or the Committee prepare 

tentative drarts or letters adding the Rural Reset~lement Administrator 

and the Chairman or the Tennessee Valley Authority to the Inter­

depar tmental Loan Co~ittee . 
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August 13, 1935 

I spoke to the President and told b1m we had 
bought over 16, 000, 000 ounces ot silver up to 10 : ~5 
this 110rning at 67 cents. I wanted to drop the 
prive to 66t cents and be said O. K. 

The President t old me Pat Harri son had called 
up, very much excited about t he difference between 
the Senate and House tax measure. Harrison wants 
to go ahead with the estate t ax and r aise the money 
that way instead of through the i nheritance tax be­
cause Parker advises on the Hill that the estate 
tax is t hat much easier t o admi nister than the in­
heritance . The President says he must have fro. 
us, 1n a very few 11\lnutes, what we advise and 11bat 
we think, so he 1n tln"n can talk to Senator Harrison. 

Aft er discussi .ng it with Oliphant, Jackson 
and Haas, we decided on the following: 

"To abandon the inheritance tax entirely and 
increase estate tax r a tes tor revenue and collateral 
reasons would not be consistent with the President ' s 
message. 

The suggestion bas been made that the estate 
tax r ates be increased on smaller esta tes for revenue 
ptn"poses, and that 1nberitance taxes be a~plied only 
to very large bequests, say i n excess of f300 , 000 . 

28 

This latter plan i s not necessarily inconsistent with 
the message and has important administrative advantages 
r oughly summarized as f ollows: 

(a) It avoids a large number of additional and 
complic~ted r eturns bf t axpayers 

(b) It reduces the number of cases requiring 
evaluat i on of future and contingent 

(c) It avoids other administrative probleas 
t hat are difficult tor smaller estates often poorly 
advised. 

The disadvantage ot .arely increas ing the estate 
tax i8 that that would be a less extensive applicati on 
of t he princi pl e of •ability t o pay" because it would 
apply equall y to an estate distributed t o five heirs 
a8 to an estate distributed to a smaller number. 

If there were added to the increased estate tax 
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an inheritance tax applied to Tery lar&e bequeata, 
the aaal.ler eatatea would be a pared the d1ft1cul t1ea 
ot ad•1n1atrat1on which lar&e eatatea are well equipped 
to bear. 

Tbia latter plan o! co.b1n1nc increased estate 
tax ratea on aiddle-si&ed eatatea with 1Dher1taoce tazea 
applicable only to Yery large bequests, aight be a 
fairly acceptable caaproa1ae-1n conference or otherwise, 
aDd the 1Dberitance tax on nry large bequeats would be 
conaiatent with the President ' • aeaaage. ft 

29 
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Se.nator 
Sll:itb: 

H • .M, Jr: 

S: 

H. M. Jr: 

S: 

H, lii,Jr: 

S: 

H, M, Jr: 

S: 

H. M. Jr: 

S: 

H, M,Jr: 

S: 

H, JI , Jr: 

S: 

H. :.t. Jr: 

S: 

Hello. 

Morgentbau talkins. 

Someone said you were callins me -This is Senator Smith. 

Yes , Well , Senator, the President gave me a note on 
this question of shipping cotton abroad - Inauranoe 
Corporation. 

Yes. 

And he asked -

Not only ootton, but all of t he exports fromAmerioa, 

Yea , and he asked me to give you a ring . Now, I don't 
know - evidently you ' ve been in touch with him, I gather. 

Yea, he was talking t o me t his morning about it. 

And he asked me to call you up, I don't know what the 
next move is. 

Well, I think the suggestion that he made - I'd like to 
get to talk to you about that - I think the suggestion 
that he made to me was a praotioal one. That we just 
revise - just - have a joint resolution revising the War 
Risk Insurance and atatins t hat it was on account of the 
unrest and the demoralized cond1 tion of the exohange ot 
surplus that the President. 111 hereby authorized to use 
the terms of the War Risk Insurance and the pr1noiplea of 
it as was used heretofore, in suob manner and auoh con-
ditions as he thought best and t o report to Congress 

get that through quicker and that there 
would not be so great opposition to itand make an appropria­
tion sut:!'1o1ent to oa.tey it out. 

Well, the President must have been m1s1ntormed because he 
was under the impression that I was tor this and - I don 't 
know who told him that, 

Well , I don't know either because I 

lfo, and I -

Be said he was going to tell you -

Yea. 

- I don't know when, 

And then I told him tm.t as far u I understood it that I 
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S: 

B. Jo!. Jr: 

S: 

B. W. Jr : 

S: 

B. lf. Jr: 

S: 

H. M. Jr: 

S: 

B"lo!. Jr: 

S: 

B. lf. Jr : 

S: 

S: 

- 2 -

was against lt, and then he sud, well :rou call up Senator 
Slllith and talk to h1ll and see if :rou can't see hlm. 

Yea. 

See'! 

Yea . 

So that' a wby I called :rou. 

Yea. 

!low, I'm aYa1lable any time that you want . 

Yea. Well , I think that both and some ot the 
others had a misapprehension as to the practical working 
ot it because I was one of those that don ' t 
the Vlar Rlak InaurCIJlce and I know the principles i nvolved 
in it 

Well , Senator, it you'd call a moeting either today or 
Thurs - tomorrow or Thursday morning, I'l l be glad to come 
to it. 

Yes, wel l , I ' m just tied up here in all these conferences 
Are you going ott over the week- end? 

Well , what I do 1s , in order to stay like a human bei .ng, 
I leave Thursday night -

Yes. 

And I get back hare Sunday nlgbt. That ' s the only way I 
can keep oJ.i ve . 

I 1m just about dead myself. 

So, any time that you say, I ' ll adapt mrselt to eu1t you. 

All right . Then, I 'll call you eo I'll not 1nter,tere with 
your week-end because I may take advantage ot it myeelt. 

and 
Good. Well , an:r time that su1ts ,-ou,/you give me reasonable 
notice, I'll adapt myself to ,-our conYen1enoe. 

S: All right. I'll do that. 

B.M.Jr: 
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Auguat 1a, 1935 

Subsequent to rq talk w1 th tbe President ttd.s 
.orDi.ng when be requested that tbll b'easury aeDd b.1a 
a atateaent on estate taxes to aeDd to Pat Harrison, 
Bob La Follette telephoned Robert Jackson aDd said 
the Seuate coDt'erees would allow an 1Dheritance tu 
to co 1n the tax aeasure U the Bouse coDt'erees would 
insist upon it. I 1Dstructed that a COPJ' ot tbe 
aeaoraDdua prepared tor the President aDd wtd.ch he 
in turn gaTe to Senator Harrison aDd Senator Robinson 
be g1Ten te Charlie West to haDd to Congresaaan 
Doughton and this was done. 

• 
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August 14, 1935 

At t he group meeting held a t 9 : 30 today, George 
Haas stated he had r eached the stage in his study 
of confli cting taxation, in connection With State 
tax collections , et c . , wher e he would like to contact 
each of the States to check the tabulation and a~so 
to fill in blanks, end I told him I had no objection. 

Wr. Grimm stated be considered the most import­
ant thing to be done b7 his offi ce now is to keep 
banging away at gai .ning l i qUidity for FHA mortgages. 
That means br inging private funds into t be construc­
tion and mortgage field . He told of a t alk be bad 
bad in Hew York City with Kr. Roger s of t he Pruden­
tial Li fe Insurance Company in which the latter made 
it clear why tbey could not enter this field and also 
mentioned a letter which i ndicates that tbe Metro­
polit an Life is thinking in the same terms . He 
cleared this matter With FHA which will result in 
FHA not giving up anything but which simply means 
it will give t he same rights t o the approved mort­
gagee as the assignee. Grimm feels that if we can 
thaw out the hundred m~lions in the insurance field 
we will do a great thing. 

I told Grimm there is nothing more important 
than wbat he 1s doing. viz: find a wide distribution 
for the mortgages . If we can make it possible for 
pri vat e people to come in, it ~ is t he important 
thing and the controlling factor i s what is the 
interest r a te tbe fellow who wants to build has to 
pay. The more you go into i t you will find the 
high 1nter est rates are in t oWJUI of 25, 000 and under . 

I instructed Baas and McReynolds to prepare 
the s&me •style yardstick we used in Farm Cr edi t 
Adm1n1stration• to be applied to Federal Housing, 
to s how the status of applicati ons . Grima is 
to arrange for a meeting with MacDonald of FHA and 
tbe work is to be done through t heir Statistical 
Department, but we will have to sbow b1JII how to 
set it up. 
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August 14, 1~~5 

I am staUng publicly ~ that we bousht 
More s1lver today than the t~tal annual doaest1o pro­
duct1on ot s1lver 1n 1~~4 wh1ch 1s estimated at twent7-
t1ve nnd one-halt m1lllon ounces. I am brealtlng 111if 

usual rule about glvlng out 1ntormat1on ot thla na\ure, 
but there have been so many lnqulrles today I thought 
lt better to talk. The prlce pald was 65 oents ln 
London and 66 oents ln New York. Uoet ot the allver 
was tr0111 Ind1a and Chlna. 

I have called a press oontarenoe tor elx o 1 olook. 
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B. M. Jr: Bello. 

Senator 
Robinson: Hello. 

B. M. Jr: Joe? 

R: Yes, Henry. 

B.U. Jr : How are you? 

R: Pine. 

August 14, 1935. 
I'Jedneada.y. 

H. M. Jr: Joe, I've been read1na in the papers - on the news tickers 
about Thomas and talking about silver , resolutions, in­
vestigations and all that . Bello? 

R: Yes . 

B. ll. Jr: And I talked to both Key Pittman and to Mcl~ary because -
t hen Key said he'd go and talk to you. I should have called 
you first , which is my mistake. 

R: 

H. M. Jr: 

R: 

That ' s all right , 

But , they've both been interested in silver. Nowi the point 
is t his , I bought today more silver than the tota annual 
production of silver in the United States last year, I ' m 
just buying it - well, I mean, I don ' t mind telling you - we 
bought twenty- seven million ounces today, which is mor e than 
the whole production last year in the United States . I think 
it was twenty- two million, Now, t hi s thing 1s awfully big­
it's an international battle between Great Britain, Japan and 
ourselves and China is t he bone in the middle , see? 

Yes . 

I! . U. Jr: And, if they make investigation, all we ' ll show 1s thie vaat 
amount of silver and I don't want to tip my hand -

R: I see. 

B. li. Jr: llow, h!c}!ary' s per fectly satisfied, see? 

R: Yea. 

B. f~ .Jr: Now, I ' ve been - they have in the paper I bought two million 
ounces, well t hat ' s the joke, but I ' ve kept my hand to my 
vest not to iet these fellows know, and when we get through 
I think we ' re going to trim the pants off of them, seet 

R: Yea. 

H, U, Jr: Now, I - Pittman called me back after I talked t o h1ID and said 
he was going to talk to you. 
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R: 

lJ ,M. Jr: 

R: 

- 2 -

Yes, he told me, just finisbed. 

And be said that if anJbody 1 s going to introduce a resolution, 
he would, Well , that wouldn' t help me either, Uow, I have a 
way or reaching Thomas and I think I can call Thomas ott 
tonight, see? 

Yea . 

H. M. Jr : I know the f ellow - I don't mind telling you, I can reach this 
fellow LeBlanc, see, who tells Thomas pretty much what to do, 
and I think I can call Thomas ott, 

R: But , can you call McCarren ott? 

H. M. Jr: Well , of course , lr!cCarran bas threatened three or tour times 
and all he ' s talking about is to take this silver tax off , 
Well, t hat doesn ' t bother me; t hat ' s uni mportant , s ee? 

R: Yes , 

B. l . Jr: But , just at this time, I don't want to tell the world how 
much silver I ' ve been buying because it t hey know -

R: Well , I'd better contact Key again then, because he was t hink­
ing that he' d better control t he situat ion by -

R.M. Jr : Vlell, I can get a call in to LeBlanc; I t hink I can reach hilll 
and i f I can reach him, I 'll call you right away, see? 

R: Yes . 

B.~ . Jr: It may take me a little while, but - how long will you be on 
the Hill? 

R: Oh, I don ' t know, half an hour, I guess . 

B. M, Jr: Well, I ought to be able to reach him wi thin a half an hour, 
and if I can't I'll call you, see? 

R: Yes . 

B. M. Jr : One way or t he ot her . 

R: Do you want me to contact Key again or -

H.M. Jr: I wish you would and I wish you 'd tell h1m to hold off, 

R: All r-ight , 

H.M.Jr: Because an i nvestigation at t his t ime would just tip mr hand 
and -
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R: Be doeen't want any 1DY .. tigation -

B. M. Jr: No, no, Key ea1d -

R: eatietied, but or couree, if they make the moYe 
make the move, why he 1 d go on the cODai ttee -

H. M. Jr: That 's right , Key's been tine and no one could have been 
more ttiendly than he 1 e been in the laet couple or montha. 

R: Of course, it be introduce• the reaolution, you eee, they'll 
control it. 

B . ~. Jr : I understand. 1 1m going to bend every effort to get a hold 
of LeBlanc. 

R: All right . 

R, Y, Jr: And if I get him, I 1ll call you right away. 

R: All right . 

B, K. Jr:Tbank you. 

R: Goodbye. 

Regraded Unclassified 



H, II. Jr: Hello. 

Senator 
MoNary: Yes . 

H,M, Jr: Senator McNary? 

llcN1 Yes, Mr. Secretary. 

H,!i, Jr: How are you? 

lolcN: Fine, how are you'l 

H. M. Jr: I'~ pretty well. 

MeN: That's good. 

AQSQat lf, 1935 • 
...... da,.. 

H. M. Jr: Senator, I want to tell you this - I•ve always been able to 
t alk to you in confidence -

l.!oll: Yes, 1Ddeed, 

H. M. J r : - and - this thing about this silver. I just want to tell 
you this, that I bought more silver today -

MeN: Yes . 

H.M. Jr: - than the total annual production in the United States last 
,.ear. 

!loll: 

H. ll. Jr: 

lieN: 

H. L!, Jr: 

1.4oN: 

KeN: 

H. II, Jr: 

MeN: 

H, l4, Jr: 

!ioN: 

H, )f, Jr: 

lieN: 

Hello. 

Hello. 

See? 

Yea. 

So, this talk of Thomas - I don't know what hia purpose ia -

Yea. 

- it • s just th.e bunk, 

The bunk - I aee. 

How -

Re 'a going to offer some amendment. 

Hello. 

He• • go~ _ 1a 1w goillg to offer aa.e .. encment to 1t, do 70U 
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thinltf 

B. K. Jr: Evidently. 

l(c!l : You're opposed to it! 

B, lo!, Jr: Well, I mean this thi.ns - tor instance, on this question ot 
t i t ty percent tax -

lolcN: Yes . 

H, !II. Jr : Well , take tor e:xample, it we 'bouaht f ive 1111111on ounces ot 
silver in London today, the 'brokerage on that would 'bo loss 
than tive thousand dollars -

lieN: Yes. 

H. lo!, Jr: - 'but t he steamships who bring it over exclusive ct the in­
surance would got twenty- seven thousand dollars . Now, prior 
to t i me that we were 'buying i n London where we used to buy 
it bore, the London br okers would always specify the British 
botto.a. 

MeN: Yes. 

H, M, Jr: So, tho Ameri can steamships never got any ot that buaineas. 

MeN : Yes . 

R,M, Jr : Well, let ' s say that they used to get -the American Steam­
ships got a quarter ot the 'business , which they didn' t - they'd 
still -we'd still 'be twenty thousand dollars to t he good, I 
mean, as tar as money going in t he pockets ot t he American 
business men. 

lolcN: Yes. 

H.H, Jr: And by eliminating the 'br okers in New York, we just eliminate 
another speculative alement, 

MeN: Yea , that ' s right. 

R.ll. Jr: - that don ' t servo any economic purposes . Tbe American Min­
i ng Companies and the American Smelting Companies - they're 
all entir ely satisfied with what we 've done and there's about 
a dozen tallows in the silver brokerage business who simply 
were in it tor one purpose and that was speculation. Now, 
they didn' t save anything and ae a matter ot tact , through 
buying in London they're able to designate American bottoms 
and every ounce ot s ilver we buy which has to come trom 
London, because that 's where it !s, comes over under the 
American t lag. so, we ' re -y ahead ot the game. I ' d llke 
very much, it you had a chance, I ' d like to tell you i n con­
tidODOe what we're doi ng 'because it is a very critical situ­
ation and it they'll leave me alone tor another week or t wo, 
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lieN: 

B. l4. Jr: 

VcN: 

- :5 -

I think we' ll know where we 're at . 

I see. 

But , this Far Eastern thing right now is 't:el'7 'fer'J wr1 tical. 
And - I ' m just tolling you that thoro 's no politics in this, 
otherwise, I wouldn' t call you up, because, as a matter of 
tact , it' s tho Democrati c Senators who are making the 
trouble for me. Now, Key Pittman understand what it's all 
about and he's satisfied. 

I ' ll contor with him. 

B.M. Jr: But, I can ' t sat isfy Thomas . I don't t hink anybody else can. 

MeN: Ob, no, some t hings are impossible. 

H.M. Jr : But, I wanted to tell you - toll you that -

UoN: I 1 m ver y glad you dido 

H.M. Jr: And this thing - this thing of doing away with tho tvt, it 
just would give about a dozen people some buai.noas and simply 
make it more difficult and more costly to the United States 
Government to carry out t heir policy. 

MeN: That ' s right . 

H. l4. Jr: And as tar as buying , well, I'll tell you what we did today 
that answers any criticism. I haven't told that to Thomas 
and I'm not going to because he 's too unreasonable , but Pi tt­
man knows about what we're doine; . And I wanted to toll you 
because you' ve boon so fair with mo. 

!!eN: Well , I ' ll confer with Ioy; I think we can help you. 

H. M. Jr: Thank you very much. 

ll.oll : All right , Mr . Secretary. 

H. M. Jr: Thank you. 
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un:ORANIXlll FOR 

THE WHITE HOUSE 

WASHINGTON 

AUgust 14, 1935. 

THE SECRE'l'ARY OF THE 'l'REASURY 

PUrsu ing further your memorandum t o me relat1ng 
to projects requ1r1ng additional funds (Army Eng1neers in 
Reclamation Service), I enclose copy or the breakdown given 
me by the Ch1er or Engineere. 

1. Breakwater conetruct1on, Loa Angelee, 
t 2 , 300,000 addi t1onnl tunde. There i e, 
I t h lnk, no necessity t o spend thla 1n 
r l acal year 1937. 

2. Harbor improvement, Tampa, $400,000 
add1 tlonal funds . (Same comment l 

3. Dredg1ng Cape Cod Canal - t 21,000,000. 
This can go ahead, aver a peri od or years, 
as slowly as desired. 

4. Constructi on or dame - Upper U1as1esipp1 -
$61 ,100,000. At a guese I should say t b et 
should have $25,000, 000 more next year. 

5. U1seiee1ppi River Protection - $10, 300,000 . 
$1 ,000 ,000 should be enough next year. 

6. lliaaouri R1ver Protection - $3, 000,000. 
tl, OOO, OOO should be enou~ next year. 

7. Stab1lir.1ng lllaaouri - t24,ooo ,ooo . 
$10,000,000 should be enough next rear. 

8. Dredging - $25,000,000. $2,000,000 
ebould be enough next year . 

9. 'f)'gart River - t3, 700, 000. ll, 500,000 
Bbould be enough next year. 
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10. Kanallha River - $1,900 , 000 . Perhaps 
$750,000 1s enough. 

11. Fort Peck - $21,000,000. 'l'b1s I think 
must be all, or nearly all, incl uding next 
year. 

12. Dredging and protecting ship canal, 
Delaware and Ynryland - $7, 900 , 000 . Probably 
$2,500,000 i s enough next year. 

13. Passe..moquoddy proJect - $26,300 000. 
llY guess i s that froc 15,000,000 t o . 7,000,000 
will be enough next year. 

14. Enlarging State Barge Canal , New York -
t 22,000,000. $5 ,000 ,000 should be enough 
next year. 

These, of course, are rule ot_lhumb gueaaee 
on my part but they ought t o cheer your he~as the totale 
required next year are 1nf1n1tely smaller than the total 
ot $230,700, 000, tlh1ch the War Department speaks of. 

F. D. R. 
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August 14, 1Q:S5 

I telephoned to Secretary Hllll today and told 
hie I would 11lte an 1n1'ormal v1eit with the Chinese 
AabaaBador and t.hat 1t I had to have someone rro. 
th11 State Department present I wolll.d prater to bave 
only Under Seoretar.J Phillips and that I had absolutely 
no objection to hie being present. Cordell said it 
waa all right, li.J thought was I did not want to have 
Hornbeck or Peie or anyone else here. 

llr. Jl~1llipa and Allbanador Sze called, l eoon 
learned Mr. be d1d not want to talk. I aalted h1a 
1! he had had an;r word trom h18 Government and he eaid 
he had Juet reoe1ved a uble but it wae only partly 
decoded. I promptly deo1ded I wollld not talk. So 
noth1ng wae aocompl1ahed. 
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August ltth 

I held a conference in m, office to-day on the silver s i tuat i on and di scussed it witb Haas, Oliphant and Lochhead. I announced that we had bought 45 million ounces of s ilver in the last three days and t hat a week-end cable said that t here was 
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not much more than 50 or 55 mill ion ounces of spot silver i n the London market. Indications are t hat Hong Kong considered the possi bilit y of goi ng off silver and, l n any eYent , they have about 130 millio~ ounces more than they need for currency backing . 
Lochhead reported that he had ln!ormation from a New York Bank t hat it was rumored a pool had been formed by the Hong Kong Bank, t he Chartered and also the Nat i onal Bank of India. Foreign circles figure that the National Bank or India's contri­buti on t o the pool originally was 15 million ounces and that of the Chartered Bank 25 million and of the Hong Kong Bank about 130 mi.llion. 

Indications are that the three interested parties sold without i nterfering with each other. 

I then read two cables I had received, one through the State Department dated August lOth and the second a cable from Buck as follows: 

1 . 11A telegram dated August 9, 1935, from the officer in charge of the Nank1ng office of the Ameri can Legation, reads sub­st antially as follows: . 
Last evening Dr . H. B. !rung, Kin1ster of F1nance and Acting Gbatraan of the Execut ive Yuan, after reques ting that I call at his office, inqulred when a f1nancial expert would be sent to Ch1na by t he Amerlcan Government. Be expressed hope that such an expert would arrive i n China in tille to consult with the experts which are being sent by the British and Fr ench Governments . Dr. K•ng reques ted that I transmit his inquiry to the Dopartment by telegram, stating that information 1n regard to the name of the American appointee and the date of his arrival 1n China would be appreciated by the Chinese Government . He also stated that SUII& had told him that the appointment, if advisable, of a J apanese expert could be made after the arrival of the other experts as geographically J apan lies so near to China. The Departaent's instructions 1n regard to the reply which I should make to IWDg' s inquiry would be appreciated . 

I took occasion to aention repor ts to tbe effect that arrange.ents in regard to- ldnd of a British loan to China bad 
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been already practically effected. The report was not denied b,-
1\Wu: wbo said that any such loan would 1n't'oln British and Chinese 
banis only and not the two Go't'ernments and th.at it would be a 
measure for te• porary r elief only. Kung s t a ted that he did not 
know whether any objections to such a loan would be r a i sed by the 
Japanese. (That this loan, if made , will be u sed as an equalization 
fund i n connecti on with curr ency inflation i s persistently rumored)." 

CABLE RECEIVED FROM PROfESSOR BUCK 

Shanchai, 
Augus t 13, 1935. 

"Economic condi t i ons Kwantung and Hong Kong simil ar in 
severity t o other part s China. Banker s and business men expecially 
desirous of a definite currency policy on part of Chinese Oo't'ernment 
but t he.re i s distrust of abUi ty and int egrity of Nank1 ng to handle 
a managed curr ency. According to statements highest offi cials of 
Kwantung Government, which has a small coin silver currency, and 
of Bong Kong, any reasonable currency change by China probably would 
be accepted by them. Bong Kong must f i r st obtain approval of its 
home Go't'ernment. Thi s could be done expeditiously. 

Young of the British Treasury bas been in Hong Kong for 
a month f or the purpose advising on Bong Kong currency matters in 
connection with Lei t h-Roas vi sit of Young assumes U~ted States or 
America is being represented in discussion with China by f oreign 
f i nanci al experts. Bri tish opinion in Hong Kong i s tha t the United 
St ates of America could within t he terms of SU't'er Purchase Act 
greatly r educe the wor l d price of sil't'er at same time confining tbe 
hi gh price to domestic silver 8"'en at $1 . 29 thereby enabling China 
mai nt ai n sU't'er standard at least long enough to adopt some other 
standard . " 

It was pointed out that i t i s pr acticall y admitted that 
China has had a loan from Great Britain and i f that i s true then 
they will probably sell their silver i n order to stabilize. Chinese 
currency has dropped aaasingly. Indications are that they are going 
ott silver or at least great tears that they are . The Bong Kong 
dolla.r i s the only silver currency on the s il't'er bas i s that has 
been holding • 

I am of the opinion, and i t was so decided, that 1n order 
to ha't'e better control of t he silver aarket and restrict speculation 
that our purchases be confined to spot s i lver only and no fUrther 
purchases of forward silver would be msde. The question came up that 
1n view of the large stock of sil't'er which we at present held i n 
London that i t might be a good i dea to ship a large amount, say 
50 milli on ounces but it was decided that it was not necessary to 
make an abnormal shipment at this time. I told t he group that I 
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would l ike to talk to tbe Chinese aabasaador aDd 1D tM ae&DtlH 
would l ike to have tbea &ive to-da, 1s silver situation serloua 
thought . 
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senator Iey Pitt8an 

H.I&.Jr: George LeBlanc Juet ca.lled ae and he had a long tal.lt with 'rha.aa 
and !homu asked h1Ja to t.alte the •idnlght t.ra1n and ca. down and 
be 111id he 1d see LeBlanc - LeBl..ano would see !11.011&1 in the •om!.ng 
then c0!118 down and •ee ae. 

Sen.Iey 
Pitt.un:Yu. 

H.ll.Jr: And be said he was quite •ure that Thomas would not do anytb'DS 
and be &110 - he said it was !homa• who was egging lloOarran on. 

P: Is that so? 

H.~.Jr: Yee. And he said, well, TboQ&s said be's not interested 1n bow 
muoh eilver we buy, but he ' s intereste«tn the price. 

P: Yea. 

H.li.Jr: Seet 

p: Yea. 

H.ll.Jr: So, LeBlanc said he ' d see him and he 1d see me before the Senate 
convened tomorrow. 

P: Well, the whole proposition is , I think, 
to s ee lloOarran, because there ' s two 
alwi.I.Ys be afraid of. 

that fhomae, then ought 
there that you'll 

H.U.Jr: Yes. 

P: If !ho111as gives hh word, he 111 sUck with it. 
other fellow - the other fellow, you ' ve got to 
pretty damn tight beoauae he acta more for the 
t han an;yth1.ng else. 

Now, w1 th the 
han hia tied down 
aalte of publicity 

H.li.Jr: Wall, LeBlanc said - and LeBl..anc never lied to .. - he pla,7ed 
vary square with me - and he s aid, it 1a 'rbolllaa who 1 a ess'na 
llcOarran on. 

Yea. 

H.li.Jr: See? 

Well, if tbat 1a the oaee - maybe 

But , he aa1d bef ore the Senate convened tomorrow, he 1d be down to 
see me and he ' d let me know what waa what, 

Ot oour1e, ae I've eai d before, 1t it' • got to taltl plaoe, w~, 
•• I talked to Joe about it a wh1le ago , he thoroughly asnad with 
.. - what I would do, I would prepare one, put it 1n and let it 
lie on the table, aD4 then unlel8 aoae~ waa rarln& 1111ka 
u1 takl it up and act on it. Or 1t aoae~ 1Dt.roduied one ~ 
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selves , well mine would be flret. 

H.W.Jr: I see. 

P: And we' 11 let it hang that WIIJ. 

H.W.Jr: Well, that sounds emart . 

P: And t hen we 1 d still have a chance to having a scrap on the thin6 
and having it referred to the Collll:littee on Banlt.ing and CUrreno,r. 

H.U.Jr: I eee. 

P: So - we Just don ' t want eomebod,y to put one in becauee 1t the7 
do and it 1 e carri ed, why, he ' d be chalriDan of it. 

H.U.Jr: Yes , I get you. 

P: about all these committeee. 

H.W.Jr: Key -

P: Yea. 

B.U.Jr: There ' s another thing which I could do , but I wouldn ' t 4o without 
talking to the President - I could say something - I have a preee 
conference t omorrow morning - I could eay s~t~ about, drop 
a hint about how much silver we've been buying, bu~ I hate to ao 
that . 

P: Yea. 

H.U.Jr: See? 

P: Well, that would all depend on how it comes out, but I would cer­
tainl,y have LeBlanc see that Thomas saw KcCarran. 

H.U.J r : Right, that ' s what he ' s going to do. 

P: Because unless both of those f ellows agree to hold ott - then it 
I s till think it would be bet ter tor me to slip one in -

H.U.Jr: Yea, and t hen let it lay there. 

P: Because - yea, let it 18;1 there - ~d I'd be tlret on the table 
and i f they 1na1eted on introducing one and called it up it' d be 
mine. 

R.U.Jr: I get you. 
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P: 

R.M. Jr: 

P: 

H.M. Jr: 

P: 

B. !!. Jr: 

- 3 -

And if they made a fight to send any of them to the committee, 
well, mine would go to the committee first . 

Well , LeBlanc said before the Senate convenes - tbat 1 a twelve, 
o'clock tomorrow, isn't it? 

Yes. 

- that he'd come down and see me . 

I • 11 have the thing rea~ -

O. k. 

P: if anything happens . now, as far as mald.ng a speech 
is concerned, on the matter, of course, that's a matter that 
you've got to think over yourself, 

H, Jd, Jr: Well , I ' m seeing the President at 
thought I ' d talk to him about it. 
what the papers loolt like . 

ni~e tomorrow morning and I 
By that time, we can eee 

P: Well, I bad the Wall Street Journal reporter come to me just 
now. He's the fellow that I gave that interview to about a 
week or ten days ago. 

B.M. Jr: Yes , that was a good interview. 

P: - in which I told him everything was all right , been carried 
out according to schedule . Now, he's been haunting me around 
here today with a whole bunch of others who knows . He said -
he told me - he said there 's an impression around that you are 
deliberately letting the price fall with an understanding 
probably tr1 th Mexico and Canada and Chlna so he could let 1 t 
get down around fifty cents and then let it stay there. Now, 
he said that was impertinent and wanted to know what I thought 
about 1t . Well , I said, I dou 1t think there's anything to it; 
I don ' t care to discuss the silver question today. 

H. M. Jr: 1'/ell , I think I'll call up the President and ask h1m what he 
thinks about my saying something that we bought more silver to­
day than we bought sine~ the silver at Paris . 

P: I think you've got to anyway, I mean, there's so damn muoh stir 
over it . When you get the Wall Street Journal, you understand, 
phoning down and saying we want a stotement from these Senator• 
there to What they think the oauae of this is and whether or 
not you believe that !!orgenthau can arrange to let the price 
drop down to titty or forty centa, or aometh1ng like that , I 
think maybe a very carefully prepared statement on your part 
Might be a damn eight better than whole lot of raneom reckless 
statements . 

H.M.Jr: Well, I 1ll call him up right away and I ' ll tell him what you 
eaid. 
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P: 'l'bat'• tha .,.,. 1t ••- to-· I 4GD't ... JIDW n oaa a•• cnn 

ot barlD8 •- atat-ta. 

B. II. J'r: O, k. 

P: All r1ght. 

B. II. J r: 'lbank 7011 ver,- ver,- .uoh. 
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LeBlAulo: 

K.M.Jr: 

LeB: 

K.M.Jr : 

LeB: 

K.II .Jr: 

LeB: 

K.U.Jr: 

LoB: 

K.U.Jr: 

LeB: 

K.ll.Jr: 

LeB: 

R.II.Jr: 

LeB: 

R.U.Jr : 

LeB: 

K.lf.Jr: 

LeB: 

K.II.Jr: 

Hello. 

Yes. 

Auguat u, ]..g~5. 
wean •• ~. 

Well, I called - I finally got the Senator. 

Yes. 

He ' s going to hold up the reaolution until ta.orrow. 

Yes. 

He wants me t o go down imlllediatel.Y tonight and we're going to 
hold it out - so he ' ll have a talk with you1 you eee, before 
he pute it through. I 1118de hi m promiee thalo. 

I oee . 

So, I thi.nk - I explained the matter with h1lll and I said wh.J 
that was done because I kept saying that to them, but on the 
other hand, they teel that they want complete oonti denoe to 
put up the tight on confi dence , rather than get the 11lnr. 

Yea . 

But, I told h1111 that the ap eoulatore ot the world were work­
ing on that and that they kept Jacking up the price on you. 
so I 'm taking the twelve-thirty to see h1111 tomorrow morning 
anA the res olution won't be put through until he has a talk 
with you. 

Are you coming down on the midnight? 

On the midnight, yee. 

Good. 

So -

Well, now what about -

s o that'll be arranged, but I think I get tor your intor­
lll8tion ot course the world price will have t o be stabilized 
really'in order t~ hold it up, but we'll talltit oTer t0110rrow 
morning and I • 11 try to arrange t hings along your l1nee. 

Good. What about KoCarreDl 

Well now, he can hold back. He can - I th1nk it he had your 
word tor 1t, he'd be sat1etied. 

Who, WoCarrenf 
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LeB: Well , he oan take oare ot JfcCarra. He praottoally - wbeD 
I was down, be' a not 'Yer'f well liked on the tloor. 

B. lll. Jr: 

LeB: 

Who, VcCarrenf 
is the one 

Yee . And Senator Thomae, /you see, that 
to t ake it up. 

B.M. Jr: Oh, yes. 

LeB: And I think something oan be done. 

B.M, Jl': Good. 

they got to ask 

LeB : So, I •m going down there tomor row morning. He wants 1118 to 
have a long talk with him. 

B, lti, Jr: Good. 

LeB: And then he 'll follow what I tell him. 

B. lii. Jr: And then you give me a call . 

LeB: O. k . 

B.M. Jr: Thank you. 

LeB: All right, t1ne. 

B. M. Jr: Thank you, goodbye . 
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Auguat 14, 1935. 
Wedneed&y. 

H. M. J'r: Now, what I want to tell you h thia, Senat or Thomaa today 
baa been talking all day about introducing a reaolution to 
inveatigate what we've been doing in ailver, aee' 

George 
LeBl ano: Yes . 

H.M. Jr: Now, all it would aocompliah would be to tip the banda ot 
Great Britain and Japan to what we ' ve been doing . Now, I 
don' t mind telling you, we bought more ailver than anybody 1 a 
ever bought in the world and we're buying it on a falli ng 
market and you know aa a trader better than I , that'• the 
only way you can buy it . 

LaB: That'a right. 

H.M. Jr: And one ot these daya, not too far ott, they're going to 
wake up and find there is no more silver floating . Now, 1t 
t hey - if Thomas puts through this resolution, why, he 1 a 
simply going to tip ~hand and I 1ve got an excellent chance 
ot t r imming the pants off of both Great Britain and Japan, 
it t hey'll leave me alone. 

LeB: Yea . 

H.M. Jr: Now, I ' m putting ten million ounces on t he boat thia Friday 
and you take~ word tor it , we bought more silver than ever•a 
been bought within t he l ast two weeks, and they don't know 
when they keep saying, you' re not buying - that 1 a the bunk 
and you know that I'm a truthful peraon. 

LeB: That ' s right. 

!LM. Jr: Now 1 there ' a nothing to be accompl ished - if Thomas want a to 
oome down and see me, I'll tell hi.m just what we've been 
doing , but t he only thing he would accomplish at thia ti.me 
would be to let Gr eat Britain and Japan know what I ' ve been 
doing. 

LaB: Yea , well, now I ' ll tell you, Wr. ~rgenthau -

H. M. Jr: Yea . 

LaB: They don ' t know that, you know -

H. M. Jr: No. 

LeB: And they - although Thomaa 
don ' t understand that -

H. M. Jr: No. 

realize tbat, but th.,. 

LeB: You lmow/ltold th- every t1Jne you bid firat to keep jaold!lg 
the pr1oe up and you don' t get i t. 
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u.w. Jr: 

LeB: 

B. K. Jr: 

LaB: 

H. L! . Jr: 

LaB: 

- 2 -

That 1 a right. 

So, I said, now look here , l et ~• be bus~neas-l1ke . Yo~ tnow, 
they've got their &1m and I tell you who starts a lot of 
trouble 1s that tellow J'ranlt 

I know. 

Now, they've been discussing that thing and they come out that 
way. I 'll tell you what I think tho beat way for me to do. 
They're down there and on the other end - you know, they want 
to r ound up the Senators to start a lot of trouble and I 'm 
pretty sure if I can tell that to Thomas, I can t ell him 
quietly, that they would stop the thing. 

Well , if you could call him now, because what they' re afraid 
of is that he's going t o introduce a resolution tonight , yet . 

Well , then I ' m going to call him immediately. 

B. W. Jr: And - let me tell you one other thing. I have no contr ol over 
McCarran and I don't know whether Thomas has, but let me just 
give you tbis, see? 

LeB: Yes. 

H. !i. Jr: On f ive million ounces of silver, the commission is a little 
bit less than five m!ll!eB t housand dollars . Vfuen we used to 
buy it through New York brokers - if we bought five million 
ounces , the commissi on would have been a little bit leas than -
I mean, i n London today, i t ' s a ltttle bit lese than five 
thousand dollars . When we used to buy it through New York 
brokers , they had to buy it through London brokers and the 
London brokers always specified British bottoms . Pive million 
ounces where we buy it 1n London you 1 d put it on .Aaerican 
bottoms and exolwive of the insurance, the freight is twenty­
seven t housand dollars. Now, !t1 s just nonsense to aay that 
the American business man is suffering because every ounce we 
put on board is under the American flag , and it costs twenty­
seven thousand dollars freight , plus t he insurance , whatever 
it is , as againat a little leas than five thousand dollars 
br okerage, and MoCarran keepa talking all the t ime about the 
American buaineas man~loaing buaineaa . Well, he ian•t, aee? 

LaB: Yea. 

B. M. Jr: And -

LeB: You wouldn' t pay more money - you buy it the cheapest , where 
the cheapest market ia. 

B. ll. Jr: Well, sure. 

LaB: You can bring it in the American -ottom if you ohooae , then, 
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And when I bu'J' it 1n t'ore1gn port, I al-'J's specU,. Allerice 
bottoma. But, when I bousht it 1n Jlew York, th.,. covered it 
1n London and then the London brokers specit'ied British bottom.. 

LeB: Yes. 

B.K.Jr: Do 'J'OU see? 

LeB: That ' s right. 

H.K. Jr: And by ellminating this thing we've given American shipping all 
t he business, but I wish 'J'OU'd tell that to Thomas. 

LeB: I ' m going to call him right awa,. . 

B. M. Jr: And then call me back. 

LeB: And then I 1ll call you back. At your office? 

B. Y. Jr: Yes . District 2626. 

LeB: 

H. M. Jr: 

LeB: 

B. ll. Jr: 

LeB: 

B.!l.Jr: 

LeB: 

B. li. Jr: 

LaB: 

H. !r!. Jr : 

LeB: 

H.u. Jr: 

LoB: 

H.M. Jr : 

LeB: 

H. I!, Jr: 

District 2626. 

Yea, you call me collect; 'J'OU r everse the charges. 

!hat's o.k. 

But up there, I ' m afraid in the next half an hour the,. _,. do 
something. 

All right , then I 1ll get busy on -

And you - that ' s the first time we•ve had a chance to t rim 
Japan and Great Britain. 

Yea . 

Yes. 

All right , Well I ' ll tell you, the whole t hing is - to tell 
'J'OU the truth, they think you're working against them. Now, 
when I t ell them that , that ' ll be a different story. 

Listen, you can tell them for me that I bought more silver to­
day than the entire Unit ed States production last 'J'ear. 

Yea , all right then. 

Now, j ust get that . I bought more silver toda'J' than the en­
tire United States pr oduction last year. 

Yes . 

But , now that ' • in cont'idence. 

Yes, that ' s right. 

You get_, 
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LeB: y... All rlSht • 

a .M. Jr: !low, nob~ can do ~ 110re tban that. 

teB: I '• go1118 to trr to get th•• 'l'her're on the tloor -

B, Jl, Jr: You can get th•• 

LeB: Yea. I'll get thea. 

B,M. Jr: Fine. 

LeB: All right, thank rou Tery much. 

B,)(, Jr: Goodbye. 
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UNITED STATES SAYINGS BONDS 
DirKf 0/JigalifHIJ r,f tht U•iml Slatn C}«m~IWNI 

ADD ONE·THIRD TO YOUR INVESTMENT IN TEN YEARS 
SU.1S l"u••••• In ten yuuto st5.00 
Ul. SO l~tcenet In tc.n yurt to UO.OO 
ns.oo lflcttttttln ltn yurt to $1 00.00 

sns.oo ""·····-· '" tu yun to uoo.oo 
S 150.00 IMtuttt In t"' yun to S 1.000.00 

11UJU1rAA.tLr. "'' Nn 1'1triC. AllD • o.-.n: AIOio4 01\lt a P'l.llCHASt 

., . ..,, 1*·i wz,Jii ·M £Z•ti M .J 44 ti Ill 
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T
HE UNITED STATES TREASURY 

has issued during the last several mo•~tha 
approximately six hundred thousand Umted 

Stales Savings Bonds. These have been distributed IO 

( 

many thousands of purchasers throughout the eountry. 

* Total sales to date are $162,305,500.00 maturity 
v&luc- an average eale in cxcesa of one million dollan 
for each businesa day aiuce these securities were fint 
made available on March 1,1935. 

* United Stales Savings Bonds differ from eoupon Lands 
and other Government securities which pay imerest at 
stated intervals. These bonds do not pay immediate 
interest, but eon.stantly incrcue in guaranteed value from 
the 6n1 year until they mature at the end of ten yean. 
n.ey are DOl subject 10 Ouctuation in value and are 
ordinarily free from taxation. 

* The essential differences between this system of 
savings and the usual Covemmenl securities, together 
with some or the importnnl features which have been 
combined in these eavings bonds, are presented on the 
following pages. 

UNITE D STATES SAVI NGS IONDS 

* These bonds are isaued by and are direct obligations 
of the United States Covemment. They provide that if 
you invest in these bonds you will receive, al the end or 
10 years, what you have invested, plus an accumulation 
of interest, totaling 33% percent more than you origirtally 
paid for the bonds. 
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* They are d~ign~ to provide an iMeatment of un. 
eafoned aoundneos and fair retum for thoaewho wish 

~~lit~ pre<ent time to put some of th.,ir fu~ds away for 
future use, whether for th..mselves or as a &•ft to others. 

WITHIN UACH Of THI 

SMALL INVESTOR 

* Unitt-d Swtes Savings Bonds are issu~ in denomina. 

tions of : 
TWENTY·F l VE DO L LARS 

fiFTY DOLLARS 

O N E U U NDRED DOLLAR S 

F I VE U U NDRED DOLLARS 

• ~• ONE TBO U SAI'ID DOLLARS 

• n.ose are their maturity values. They mature in 10 
years. The prices at wbich you can buy them until fur· 
ther notice are: 

S 18.75 for the S25 bond, 
S37.50 for the SSO bond, 
$75 for the SlOO bond, 
5375 for tl.te SSOO bond, 

and $750 for the $1,000 bond. 

$10,000 MAXIMUM 

* lt is unlawful for any individual, joint interest, fum, 
corporation, organization, or other ain&le identity to own 
in exceY of $10,000 maturity value of United States 
Savings Bonds purchued in any one calendar year. 

PUICHASI AT YOUI 

POST O FFICI 

* Your pall office is the sales agency for :itese bonds. 
There, you may immediately secure the actual bonds 
you purchase with the ~me ease that you buy a postal 
money order. Should you prefer, you may order these 
bonds direct by mail from the Ttea8urer of the United 
States at Wubington, D. C. 

REDEMPTION VAlUI 

* The United States Treuury will. at any time, after 
60 days from date of purchase, take up your bonds for 
exactly what you paid for them, or for a greater amount 
as shown in the table on Page 9, provided the bond has 
been held for more than one year. 

PAYMENT AfTII DIATH 
• * A bond owner may name a beneficiary to whom the 

bond will be payable in the event of the death of the 
owner. Should no beneficiary be named, tbe Government 

••co• r oo a 

• 
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will pey the then value of the bond Oil d~mand to the 
tdminiltrator or executor of the estate, or tf there be no 
adminiwator or executor appointed. to one of the ptt· 

aont tntitled upon the agreement of all. 

JOI NT O WN US H., BY TWO PERSON S 

* 1 n ordtr to avoid delay in redemption of bondt owntd 
by 8 deceued porson and for other reaoona, many are 
buying these bonds jointly. Such bonds~~~ be redeeo~cd 

01 1111y time by either pen~on named as • )Otnl ownCf.jll81 
in the eamc manner as checks may bQ cashed from a joio11 

bank aecounl. 

TA X EXE MPT IO N 

* As more specifically stated in Department Circular 
o. 529, copies of which may be obtained at your post 

olf.ce, the bonds will be exempt, both as to principel 
and interest, from all Fedual and l<>ttl taxation except 
estate. inheritance, gift taxes and Federal turtaxes, 
excess-profits, and war-profits taxes. 

THE INTEREST Yl fL D 

* You buy United States Savings Bonds on a discount 
basis. Arter tloe first year these bondt increase in value 
every 6 months u.ntil the end of 10 years, when you will 
receive their full maturity or face value. 

Po\ 0 & f' l1' & 

• 

~ and iuue 

bo'~7""""-"" 1 n : tmet 81l0utd -.1 your 
nd he would be wasting hie time, for United Stalt111 

Savings Bonds are not tmnaferable. 
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will pay tile 
adminiAt,. 
ad on iniilt'll< 
10nt entillet 

JOI NT OWl 

* In ordert 

I by ~ dc<:eat 
buying thetfi !a at any tilll<' I 
in theNme ~ bank aot'OUI tJj 

TAX lXIII I ~ ~ * As more 
No.529, eo 0 
office. the I a ~ and inttml 
tlitate. inh, 
exce ... profi ~ % It 

~ !:I g ~ 
.. I: .. 

THE INTII p .. 
• You buy 
bnis. Aftehn• uewe uono n~erm una 
evecy 6 month! until. the end of 10 ye&n!, when you will 
receive their full maturity or face value. 

PAC & ra•l 

• 

* The dilference becwten the amountt you pay and the 
amounlS you receive at the end of 10 yean1 rtp""'C!nts 
annual interest acc:rui"'IIO yuu at the nte of 2.9 ~~ 
compounded aemiannually. 

* ln•tead of aending you intereat accumulations annu­
ally or aemiannual ly, the Government retains them lir.d 
gives you intert41 on interest 80 that at the end of 10 
years your original Investment haa grown one-third 
greater. Hence when you own United States Savings 
Bonds you know• exactly what they will eom for yo~. 
You do not have to remember to clip coupons, be· 
cause there are no coupona. You do not have to rein· 
vest the interest, because it is already reinvested at 
compound interest. 

PROTECTIO N AGAIN ST LO SS 

* AU United Slates Saving& Bondt are regiAtered by 
the Government in the reopoctive names of the owners 
at the lime of issue. Should your bond be lost, burned, 
or otherwise destroyed, a duplicate will be issued upon 
proof of claim and proper indemnity. Should you so 
desire, the Treasury Deparunent or any Federal Reserve 
Bank will hold your bonds for safe-keeping and iuuc 
to you a demand receipt. IJ a thief should steal your 
bond be would be w85ting hia 1 ime, for Uniled Slates 
Savings Bonds are not transferable. 

.. .. c & • 's 
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* United Slates Savings Bomb have fixed values, from 
the day they ~ isouc:d until ~y matu~ ~ tab!e of 
redemption values is ioelud~ 111 all deacn~tve Iuera. 
ture, llld ia printed on all United Statea S.vtnp Bonda. 

MO NEY FOI THE FUTUU 

* Many inveaton have wrinen the Treasury Department 
atating that they arc regularly purchasing Ur~ited Statce 
Savinge Uonda in sufficient amounts t~ prov1de, among 
other thinga, fund& which may be uaed 111 the future: 

(I) to educate children, 

(2) to provide a retirement fund, 

(3) to take care of dependents, 

(4) to create a cash estate, 
(5) to accumulate fund• for travel and recreation. 

FOI COUOIATIONS 

* Regi•tration of United States Savings Bonds in the 
nome of a corporation, and payment upon ~equest of an 

officer of the corporation, affords an attracuv~ means of 
saving for specific obligations such as pen110ns, work· 
men's compensation, and similar purpoaea. 

* l-ikewise, some churches, societies, lodges, ~nd other 
associntions ore investing their surplus funds 111 U011cd 

P ACC fC"IClll 

( 

Statce Saviop Bonds to the lawful annual maximum of 
SlO,OOO maturity value. 

U A50N5 POl IUUI 

* To give an opportunity to aJ many as desire to invest 
their fundi in Government obligatioM returning, not 
annual interest, but the amounts they have invested plus 
compou.nded interest due when the bondt are redeemed. 

* To stjmulate among the people greater interest in 
Government financing, debt, taxes, and expenditures. • 

* Primarily, United Statet Savings Bonda are designed 
for the small invettor - that he may be encouraged to 
save for the future and receive a fair return on bis money. 

DIRECT IY MA I L OIDUS 

* Increasingly large numben of persons are buying 
United States Savings Bondi regularly. In order to sifllo 
plify their purchase, the TreaJury Department has devised 
the enclosed direct·by·mail order form. Addiliooal copies 
of this form will be fumished upon request. 

* Upon receipt by the United States Treasury of these 
ordel'$ with remittances, und following their clearance, 
the bonds thus purqhased will be mailed to you or to the 
owner for whom you are purchasing the bonds os you 
may instruct on the encloaed application. 
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u•~ c pa tCil·· '"·" J17,$0 I7S.OO nu.oo t:rn.oo 

Rtdt:mrelotl •aJ'*'afttt the -....we: 
t31~.00 I 'ISO.OO f,~ ,~, ... . . $18.7$ $31.50 175.00 

I ?.00 38.00 76.00 !180.00 760.00 
lto l~J"'.Illt • • • 

19Z 38.50 n.oo 38S.OO 710.00 
I \II to 2 yt~~n · · • 

19.sq !9.00 18.00 3?0.00 ,.,00 
21o 2\t yean • · • 

19.7S 39.SO 79.00 395.00 790.00 
~~.a~ .... . . . 

40.00 80.00 400.00 800.00 , .. '"' ,.,.,.. . . . 20.00 
10.2S 40.SO 81.00 - 810.00 

'" •• 4 JMI9 • • • 
82.00 410.00 820.00 10.50 4 UIO •••41ltre-n . . . 
83.00 41S.OO moo 

4"t: •o$ ,...... • • 20.7S 4LSO 

21.00 42.00 84,00 420.00 8tQ,OO 
$ •• $>\; Jd"' • • • 

21.2S 42.SO as.oo 42S.liO 810.00 $4;106,-. .. • 
21.SO a.oo 86.00 43CI.OO -... 61;,.... ..• 
21.7S 43.50 87.00 435.00 m.oo 

~·•l fd" · .. 
22.00 - -- 1111.00 

Too 111,-. • • • 
:tUG 45.00 90.00 4$0.00 'lOt-00 

7\ltol,.... ". 
23.00 46.00 92.00 460.00 920,0(1 

8to!WiyNn •• • 
9-1.00 470.00 ~.00 

Mia to 9 year~ • • • 23.SO 47.00 

2-1.00 48.00 96.00 480.00 960.00 
9to9~Jt•rt · · • 

98.00 496.CIO ~.00 
9"t 10 10 ,.,. ...... 24.SO 49.00 

M1turity n lue 25.00 50.00 100.00 soo.oo 1,000.00 

.. . c c 1!1 t,.. 

TREASURY DEPARTMENT 

WASHINGTON 

A IIESSACE AliD A R!IIUEST TO TIS HOLDDI.S Of' 
UNinD STA'I'ES SAVINGS 801mS 

The stren&th ot any &overnatn~ • a ortdlt reata ln 
l ta ability to borrow rroa 1t• o1t11tna throuch the aalt 
of seou rit les. The owner ot a covernaent aeourlty aharea 
ln the publlo debt. The publlo debt la the eeans by which 
bi e aovern•ent . inatead or r•lrtnc upon t .. odiate t,axa­
tion tor all or i ta revenue, d atrtbutea over auece~in& 
years the burden or •••rcenoita . 

The creater the nuabtr own in.& fovernaent aecurl ties 
out..at.aadin&. the cnattr ia the n.at.. onal intenat.. in the 
aftai r.s or the &overn.ent and the aore aecure ita credit . 

The TreQUf7 Dtpartatnt ftlCOMa tbt tnt.erest you 
hue shown by the purohue or lhlil~ St..atea Sa•inp Bonds. 
b~ever saall the aaount . It ateka to extend tht o.ner­
Pip and broaclen the u attulDtN or tbla torw ot a&Ylnr. 
and secur i ty. To do tbia 80et aucce .. tullf tt cordlal 1 
iDVittS the cooperatiOD or OYinp boDda 1DYe:stors . h 
• tlco.es your asabtance i n eaplaini n& to otbers tbt ad­
vantages ot t bla covtrnA4nt aavinca ayate• . 

Are you buyinc United Statta Savinca Bonds &a a eare 
and profitable inveatatDt or tun48 on hand: to build an 
assu red i ncome troa your aavtnca : for buaineaa assets; 
tor college educat ion and help toward careers or a inor 
chlldrtn; old ace endowatnt : iaaediate cash estate . or 
what purpose? 

What interaata you will interest others . The Treas­
ury Depart•ent deairee to perteot those securities that 
they may beat aerve their ownera and will highly appre­
ciate a letter from you at.aUnc your rea.aons for J)Urchaae 
and aaki ng such au&c•atlone aa you •ay de•ire. 

---
J 

UNITED STATES TREASURY DEPARTIIENT, 
Henry Wo~centhau. Jr • • 

S.cr•tary ot the Treasury . 
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TREASURY DEPARTMENT 

WAS H INGTON 

'1'0 '1'HB !!!!Il!lft'= 
ccau••'nc rq telke with you o.-em!Jig the f iDUcial OllUoat 

\he t ollow1DC1 

'l'hen 1e • bt1ll1h ••1118 upward in \he bueineu CUTTe, ..._ 

Is ..... •=·nt ••• -.3tl Hsda ......... epd I b•l '·- ........ !) 

a little .... c . ••••• ·- &tnfnfst:a•l&i, bdihQii will au , _ 
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•• 

• ._17 projon e1ola lllll aot bo eatlrel7 o-.J.n.t 'DJ' ~ 1• 1•, 

o:nopt aola projH'a u an - •HIIallJ' 11114ar -ftdl (B) *' • 

'"-n•aW balu- fit all -:rae~ tlm4~~~ 

ts,liOO,ooo,ooo IIPJI'OJriaUca, .,_,. now tllr~ tile - ·b t• 
1\ ""' u t11e k,a~,ooo,ooo t1m4; l<~l a uta c4 TU«auu • ••• •• 

atop allo'-'- tor pe~o wna proJona, 1al:a4ta&. l-• ..._ Ill(_ 
..Jr- <~ ~ ~ ~~~ 

lftllb llD4 laou1DSI aD4 (15) nAaa••l\~ft llll 1Diall.ooaW baluoa 

fit tJ.,aoo,ooo,ooo or \lao k,aao,ooo,ooo Qllrapl'iat1• 1an • 

1lllJ' 1, l iMo 

'Dla tollo.tac eon U. \otal tu1114a *lola wn ...Sla'Dla 

'11114ar U. -rpllOJ' Raliat .qlpl'oJria\t.l .lot fit U35 Q~~ropridU. 

k,aao,ooo,ooo, llll4 tlaa \lllal1oeate4 'DolaN •• fit t» oloaa fit 
' buaiDaaa .&llpa' 16, 19ell: 

'CIIIDbl.lpW bel enoea aft1lalllo to~ 
tl'llllator ( h'VO"'UIM) 0 • 0 • , , , o t 925 00000000 

.lpp2'0prioW 'DJ' tile ....,, • • • • • • • <~,ooo,ooo,ooo 

lllo,._. tor 41ron -
Uot priar • ... ._.. 
ot Aot • • • • • • • 111.ooo,ooo 

1 .. 1 1e4 tu4a­
le~ • • • • • • • t,eoo,ooo ------

----k , IIIII , 000,000 

<ill.,aoo,ooo ------
......... ooo 
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a. 

-------11,8152. ~. 000 

.Ulocets- ree-ale4 but aot :ret IIPJroncl 
by the Pre814e•t • • • • • • • • • • • • • • • • lft,toO,OOO -------llillanoe aft.lla~ t or turlb• allooaU•, 

1Dol1114111S tDOCII ot • • .,. c. tullda • ••••• tl,ll,.,600,000 

n 'lllll be note4 1hd you »,,.. ~Jl'O"e4 aUooa\1Gu ... .,,U. 
t:J,Sl00900,0000 and that al1ooatto. ••nsa'ill& 12'/f,too,ooo ... .,. 
pe•..A the .&.llct mt c-i"M ad are - bel&e prepere4 tw yar 
Qllf'O.J.• 'lhle will 1•ft U UDallooate\l liU.alloe f/1 tl0M6 060000000 

'Die beat ent.t .. tile\ n can cet a\ \hie U• iJIUoa\e 111.&\ aa 

43 

ad41ttcmal ~.ooo,ooo "'·'-will be nqutr~ ~~ reu.r~(\1»11 
tteo,ooo,ooo tt~tr ctrll.S& c-nauc:m COZ'IIW, tJ,&o,ooo,ooo tt~tr aan1 

' 
Kl.eotrUioa\ia e4alaS.trdion alld •u~ YCIIIth ~u-. 

ad tl,ISlo,eoo,ooo tor 1he prosraa mU1M4 by tbe 1roJiu Placre•e 
Adwt•h\ra\iaa, ar a to\al or tz,O<B,eoo,ooo, leaYillc e dettott or 
abeD\ $136 ,ooo,ooo. 

Dal'iJIS GDe or _. noeat cc:.f'cr.oee 1• 1Jo41oa\e4 111.11\ Jaa 

1Jltnde4 un111 IJ.,!OO,ooo,ooo ot 1hie ~~~....C, ~ 
.. 'Opoee4 ~ Udioat-' .-.~ 18 tp.ih ab'l't- tlla\ t.llle 

oaa 110\ be do~~e . U \be __ , tit tl,IOO,OOO,OOO 18 to be ........ it 

~-••~ Dot~-~ ~ANure 4190-.!._ ...J.o.»f. rL ~~''"" .. c ,c 1 R~ r-. ff . O.. ' " 7· "" libra PJ'Ocn .. Ade1•t.tnU•A ba to re'l'tn aat •••1 • lar'p _, 

tit pre'l't- .uooats-.. 1a1 .__. to •e •4a tit fi'"S... allooa\iou 
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'· 
tor \m pliiJIOM 111 ~ •- &tell 8q be aaznlld •.u 
lllol•de all allooaU- lledo IID4er -ra-•T tlul4o IPP"JI&'lote4 )ftor 

to t~~o t&,eao,ooo,ooo M~t. 

'ftaon are &\t.&ahe4 ot.at-to 11Ub4 blli'blh A uA a. !M 

llitwt liT lito ftriouO 4o~ta aD4 OCUOlOO 00110nlle4, to 'bo .... 

r-!!! -rpncy tlmda tor aaah ot tba tla oal )'OOh 111116, lt8P0 

19:58 AD4 lr.lto A &laDoo at ~~a atate.ct wlll 1D41oato tb- oca• 

'ftao a\d-t a:d<o4 Ezbiblt B ccara wl\h roapot to tba .;pr. 

prlatlCD ot $6,880,000,000 ~ • .-t Ill tba .U.ooaUom QJrO .... 'b7 

,._or t he ~h lll JrOOoaa ot c>Jil"ooral; onU..te4 oMiU~ 

roqulr-w oa JrOSfti!W 1D oont-.plailOil, tosnmr with tba 

.. t1ato4 O%llllld1\uroa tor lito t1aoal you lt~ aD4 tor Ulo pa:rSat 

tollowl.J:IC 1936, a , ................ al:1aw•• .. 66!it a.... " 
111 ..... 1 .. CO &''Ill tlia I liSCO 01 tltaAJtUWt~ 

' !he tollowiQ& oo-'a an4 IIUCP•tl- are -'• wUh roapoot 

to the pr1JI01pal ;projoato to 'be ~-oo4 4u:rhs Ula tlaeal. 1oan 

lii:S&-1139, 'both 1Ba111aho1 cat ot all -J'P•T tlmda a4a aYailab:W 

to tho Cla'pJiiatto. -•111104 Oll4 .-h a441 u m.l tlla4a u ,_,. hPo 

1ll41oato4 will be NqU1:ro4 to ~ate. 
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,q;,e ' c /~ 1 J~(/ 

. . • • •• • 193.000 ,ooo 
lea'P • • • • • • • 

• • • • • • • 
•• • • • • • u ,ooo,ooo 

t.eu , 000,000 

h•ner bllr4u than that aoa wUl. be thrown vpcn the buq.h tollollbc 

the tt.oel 7MJ' Ull&. :bllell41bfte 1br &11 reolaat ian proj..U to/tr 

111• nert tn :~~~ ere aoul4 be co.tlae4 lao aa _, eqa.l h-~ 
~ 

.... _.el uJIP41hr• aote tor tht. parpoee tar a/~)oe.r,rtol 

en4e4 .ru. lo, 191!9. ~· --/... ~d. t::(;. -

'1!1• 'rreu'llr)' e.U.ke m ezptll41ture a11 thia aoeaut f/1 

~.ooo,ooo tor 1936 aJI4 tao,ooo,ooo ror l9S'F, 11b.1.ah _..tn.. n. 

;willti!W ••• a 2 .. . ... '"• 
... 

m. (a) PPUe !9!b •o!,•Jr!J!Uall -
t.ae . ..... '"· 

!lle JIIQbUe 

l!IIIP - t .,OCII,OOO 

a.! - t t,OCII,OOO 
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'· 
our il1Yeat 1pt1011 fd ua a1.1ooniou tor proJeou oftft&bc abalat 

$105,000 eooll, alloq tho~ U requ~ Oil oTO:roce ot obCilt t'l't'o 

~· rr- 1be ,,._ tba ol1ooo\illll h -.Ia w tba data Of *be -

46 

4ate ot tba ooatraot t o oOIIplatiaa. c:r a •otol ot etn• -tlla. 
It it 1a ~ t o ba.w, ol~;p:roJaob o~ot~ rith11l tba 

t1eoal J'8U' 19SI0 t he ~t .U1 ~ •HHU'J' to ft;410olJJ' olll"taU t U 

al l ooa•tou tor til~• parpoeo, 9:/-A '- ·~ .. {/..~ t!..·~ 
'l!la Publio IIDI'IIa J411i.S.troUOD D.,. 111o1.4._: ·e~oaeat l at-e 

1\ , , 
f "' te::~B.ooo,ooo, eDl tt paaitk4 w ... ,._. •UJ. - r bt ~,...-

ad41UoDol .ubotoDUol a-t bator. 1h ~l'UI 1e .eOIIPla,od, 1JIMier 

alQ' -urit;r ooqu1H4 or~ }~Nparty •-VIlotod • 009lin4 or to . 
leaao e.117 ouoh property, }IN't'idod 'lila\ all -:r• roeai-..4 rr- 0117 

a111h oele c:r 1- ca- tba ~ ot 0117 1- aba.U be uod t o retire 

to the Publlo IIDI'IIa l'btnt•trotloJI. 0114ar tho Doorpnor .&pproprtati• 
.ict ~l'OYod J\ula a, 19ao&, tho BoooutruotiOD :riaDoa Oor;porot1011 i o 

lllthca-iaod to ]111l'oboH arllakbh aoolll'i tiaa rr- tllill Publio WorD 
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w!ICrN.O it u ... 01&'1\l.oe aft 11014 'o the R. P. a •• the proeoeda .. lleell: 

toP. w • .1.. tar t~thu lOGe~ lllp' op1a1•, 11.0 further flm4o lbaalA"'---~~~Mif~crU,~~ ~. be al1oooto4 toP. •• .1.. t~ 1~ u4 .c:rute 'o Ma~e, -~- ......_ 
aouU nnow all. ~ the ollooat bla prni~ Mile 1116 a4'f1" \U • 
orpll1.11at1Dil 'o ·~allooaW bt l t a ooutraotiCIIl -traot 1a . J/A...d., I . . . 
nOll 1ll toroe 'bJ a ...... ~. use. the tt. al1ooat10il 1e torthwi\k 

o.-lle4. • P• •• .1.. ahoul4 theft~ 41:reoto4 to 114,u14ata ita MtintJ! .J..J .1. • . r . ~ . -... -~ ~ F J-.-..._ •' r--J f f-.-0..~ ID. ( b ) lf.o,..1• ~ \)- -- ' 

'!!» l!oualllg D1-.1~ft.~ Pe • • J.o eatS.tee tllat 1t wtll ...,a ill 
J t").~ 

1136 • 11!0,000.0110 

us- tJ,Ot,ooo,ooo 

1 .. - • '"•000,000 

u .,_,,ooo,ooo eu ~'be .,at 1a aa, tt wtll tll1'ow a~ 

.-t Clll tutare 'buqeta, au \U s-1Ac D1Yie1ca •• eeta'bl.iJIU40 

nddaUal ooaatnett• ill the U.Uo4 Mat .. wu at 1ta 1owet lnel 

tetr -.n:r :reara 1114 __ , 1D 'be ........ r• - tiM to ·-· 

llelll4at1al OOutNo\1- talq0 be e~! priG-to a llopeflll platun 
1-f-<!. • u 1a 1DHeata4 'bJ •• attae-4 tUJ.e.l\ Ill a wor40 tll1e dlepla)o 1ll 

eonreeta aar4o4 lb•e a s.n.ua fit to ,.r cat ill Ne14ea1al oo~ 

etftott.l 4llrh& Ule tiNt 0 e- -the fl6 19SII0 1a ....,n.. d~ 

aa ia!'WM fit 140 ,. .. •-'• a' r IMw s wuu a u Mw:u l e · 'Ill 

• 
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.uoll •• u.. 

oU.era to 

doee 

!be Reooutl\IOU• nacoe OcwporatiAa ••"-w• tlla\ 1\ 

cu. ~· a ., eq~aciUu. or tno,ooo,ooo ta 19116. IDIG,OOD,ooo 
in 1917, • tts4,ooo,ooo in 1111118; a4 Cllll7 ta 19& clo• tb. '!ftuWT ...... 

llloul.d be iut-w to Hc1a 11qu14aU• ~ Ua oquiaaU• •4 

48 

that 110 Mw ea.~.,... ebaalcl 'lie _.. dtllct TOlD' pr1_. au\lulrtau-. 

It 111• eqocl1 tune Oil U.. .. F. 0. eaal4 llo atoppecl d tile PI' •-' 

u... 0111' .... , ....... 1ai41aawa tllat .. •lilA --' eaoo,ooo,ooo Sa --reoatpte Sa liSI, t:'IOO,ooo,ooo in 1•'• .-,ooo,ooo in 1•• •• 
tuo.ooo,ooo s. let, • • total of 11,100,ooo,ooo - tllla .-1ac1 or 
fbu :rean s..-. Oil a -'-PJ&W u\ OQI .. lt11Z'0 of ..... 0001000. 

Regraded Unclassified 



'l:tll• Ol'plllsdl.oa enla\ea ••• u will aptllll tau,ooo,ooo 1a 

the t h ou year l.JSI, tlBG,OOO,OOO 1n UM, 141,000,000 1n 11., _. 

f1.6 , 000,000 1n 1!1159, U ~- M • that: thle Pl'OCI'U ailllt be 

~. --Ga-.t_llb~~.~=':4~i~ \o ~ oj ·~~~~ 
k~~·~ed~tb:.B~~~ , ••Hc:aual\ oa14 be ~le4 aD4 .... allooa'!Ama -u... 

'flo WiouUu:re • Oood !ada 

'l:tlt. Barea11 ent..tM ~' tu -.. ot ~.ooo,ooo aUl be 
apent 1D 1!151, e4 tlta,ooo,ooo 1n 18. !be Traaawy tML8 Uat 

tb• utlak t~ 11111 t. ,_ h tab b7 tlOO,ooo,ooo, ana that the •nt.ate 

• n4aiiCIIIa ha!Ntn, t~ ll)proYal ot htlllih projHM llloal.4 bo lildtol 

49 

to \boao whieh oan bo •tlrel7 -.lot-a b)' 7'111)' 1, liM , a4 that the-

'fil. H- omen ~· Co!Po:r&Ua J'e&ol'al 1'UII •rrr o.porau• 
!be .. no o~t:laea haft all& cponte4 oa ao.e~t tlmh l.a 

t~ .... that thay ettoot tha Bll4pt. 'l:tley hne, honftr, .old all4 

t.-4 ..._....., •'lat a'IIOI&t l',ooo,ooo,ooo 1IIWih eu-17 •• ...-:raatee 
fit .,.. 'lllllhl stat•• eo.·-'· 1»:1 1-.......... Oil any ~ tboee 
oblJsaU-. riU. 1bontG.:re, haft to .... trca tha Clae:ral hll4 ot Ule 
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·-{ 

so 

TrHwrl'o nl to 'lbat ene~~t will bo a eazp 1QII& Nv:n badptoe !11-

orpnisaUou will •- ooiiiP].ete tho JII'OCftll tor wb1clh a.q wen UM...._ 

I teel that tba7 eb""ll.G be 41note4 to UquUate their anhUl .. u tv 

to ooll.ed the .-nto a.o to tba OOJP«"&tioAe OD b __....,... U.t 'bl!r 

bolo! CIA to oerYioo the b~ OlltfleiiUII&• n ar bo -8&17 lat. • to 

Ill'~'• oo.-14en111• to \be ••ter ot o-l14etllls th&H apaoleo iato 

I aa ot 

I 

I .-o tho toUowiJIC Qooitlo :roo-114&\SCJAO: 

(1) 'flat 110 t1&'Uier tudo tr• ~ -o• be oll.ooaW toat 

~ nllet PNJoete -•' ~~~ the ana Pl'cca •• • ..., .... ,._, 
(I) 'flat all Pl'ftllllO aU.•etiDIIO ot t1u14o trca all liS fll 
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tu4e NMWI to \lla -.Ia ill; eprldS.. --·· 

(S) tllet tile ... ..._ .. _ n-os C.JGfttS.., NIUe .... 

•Ae1nt•twt1• I.UWtscas Blla81sc Dl'l'le1• at_, .... •• •' 

u. •• will _..t.n. us •ccw ... sa • need :rsu • .,. 
Unne4 ..- ·~tea te ...._ U.YatS.. flit Us aetl'l'itiee _. 

tbat ~ ,_.. 4el'iw4 t•aacla e-.11 1Jcat4al1oa lie wew:el late tile 

Treulll7 m wtu ·• flit • pH to debt. 

Regraded Unclassified 



.. 
h1 ~ ............................. .... 

..... O.WI:GU ·- 1 1- •• ,, tla1 ,, ...__ ... 

11,641,000 
17,111,600 
36,299, .. 
19, •• '1110 
14,,.,JQO 

!otal t249,G'Jit,9Qt 

W141 ........ - p fa t.td 
.. -~ ....... u.. •• 

... .P.~. 
4.914.151 
~ 10.-,14, )) • 451._,. 
• tr 2f' 

.,.u~.~, ,,,...,. ..... ... .., 
l!J,Q.f,,.. ...... 
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--- ___ ._.:. 

• " f t f· ;". I 
0 

1\ : 

r.ontluu1118 rrq tallt ' wi th ;au oouoom~ the nnanoiu 

outlook or t • United :ltatos r.cNo:m=eut ro'C' the next t aur yoara, 

l aubmi t t.lle t'ollowins : 

1 taal ltle t th" at.rorw.est coourq;C~Snt tlla t you ooul4 ooo trib•lta 

( ~ ~b 1P t1 01! to OODtiDUe tho &OOolat'llUOll o{ roc!Oftr)' would be 

~o .1ut1ll1 h l,y tndlOit tO a 1:a10h lrtproncl bU4 ot<U')' poal Uoo tor tho 

ll would S Oli!., , tt.orot'ore, 1na t t hD ti:IIC> IJIIS c omo ror you 

to tU:e 11%1 lnYODtory or tho YarlQIO _.,fJ t'pll07" qoneloo. "!'hlo 'liODll'l 

i!ldloato llh lcll ones oan begin Ill U quiclate llll4 turD ower to tho 

"i'l'eatiiUT the proooeda or such U~;uiclaUon t.o retire 011r public r1ob,. 

) turt hor INf.£08t \hat YOU mould ban NYiawcl tbe alloon tlon• 0/t 

~Dd.a prnto11111¥ rnado or all .. srs.oo:r cc> propr1atlona to a os it 

In lll&ltlnl •1a stuc~T, 1:bo 'l'reaal&')' bu lla4 n· ... obJcoU'fN 

ln alll4, da. • (l) that t.hs p..Jt ot ~l~nt oxpnn41"u ... 1111a .,_ 

moul4 be r •IIL_. ln Jc~. Vebzuu,o .ad llu'oh, 111:50 .._n wl!lter 

•.-.t.,.nt 'lllU be at Ua --.1 blsb; ( .!! ) eUldah nsr-, proJen 

tlblob .Ul not b., ontirel;r OOIII)lo,_. ~ .Tul.T 1, 191141, ezoept sl8b 

' 
, 
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projoote aa are - aotuall)< Ulldor OODti'UtJ (3) tbat the -

eJ.looate4 lleleMM flit eJ.l I I p ncy tllrwla, 1no.l.U41Jis tM 

33, 300 ,000,000 appropriatua, llbca&l4 n ow ~ t1w Allot.at 

c-1 n oe, Ula ...,.. •• tJ» 06,880,000,000 t'1m4; ( •l a daM e4 

:r-rct.ti* <* • toll t o atop allo'-'• n,r public .om P"'J.ota, 

inclucl i:lc loan• M4 Sl'Oil ta •4 houaiaa; aDI (0) t o Ca%'17 Ollt J'CIU' 

~enloD Md to haw an 11Wlllooate4 be.l- ot $1,000,000,000 

or to" eA ,eoo, 000, 000 ._., l"''P1'1 c t 1oa lett 011 1U17 1, U1156, 

Tile l'oUaeiU£ llbowa t» total l'UDI!a lfbloh - .,a llab.la 

un4ar t he larpnoy .Ce.liet ,o\pllr opr l a\1011 Aot ttt 1935 ..,pnpriaU .. 

$4,eso,ooo,ooo, Uld tha ucalloo"tod. ballll\oe u ttt t.1» ole .. ot 

bua1DIU J.t.~t 160 11135: 

lltlubli«ate4 balancea aftilablo 
tfJr tNMfer (~IID4ecl) •• ••• s ~.ooo,ooo 

Appropria tell b.r -. .Ut • • • •• • •• ooo,ooo,ooo 

Appropriated t1r Oaqraaa 
tor h~ •••• tloo,ooo,ooo 

APPI'O priaW "" a..naa 
l't:fl Ol'OP l.aam • • • 10,000,000 

J.llot'-4 ~ •u.n-
liat prlw to ,. .... 
ot ~ • • • • • • • 111,000,000 

x., .... ~-
1 .. ••• ••••••• c,eao,oao .......... 

1 CO~Fl[IENTIAL 
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.A.lloodl- approre4 bir 
VIe Praal~-· • • • • • 1,01.0, 000, 000 

AllooaU ... r ao-•AMt 
'bllt 110t 7et oppi'G'fe4 
b7 ~ Pre•i4..t • • • 

• 

.., • llOO. 000 ---·--
llalunoe .,."1 olll. t or t'cartb.UI' 11U.e•• Uoa, 

111.0 la4i '116 t IIOCif 0 t R • J' • C • tullb I 

ta,• .eoo .ooo 

It wUl M 110\e4 that ;rw bDYe appwe4 alloodS..a ~-.... u.a 
ta,610,900,ooo, ut ~' .. .u....u .. ...,,..ullll an,eoo,ooo-.... 

·~ ftie • Ul ~· • D -:u..o"' .. \ a:Uue ot ~.OH,eoo.ooo. 

tu \"' ••"-* ~' •• oua pt at thh U. U4toew that .. 

" 11et •Ul huwt>• 1. 1110,000,000 ,_. 01•Ul• ~~ wati• 
• 

Coi1NI, tuY,aoo,ooo ,_ ...,1 n.ou-tft .. U• ..... ,..~,aa ... 
lloatt~ 'flodl •¥••at~~au-. a.u .• ,eoo tol' •;. e• 

' I • 

""'Ut.'~ ...u. tl.IIID.ooo, .. •• .a. .,,.u;aiatt... rz-
~ J:bpeMf ..... • .. , ............. w&1l .... 111 ... " l8 

' •· 
tdteAfl ... tllat~edMtMa-. Utile .. 

• 

tl,IOO,OOO,OOO l8 \o \e MTell, &t -~ - a II q an ~ 
ta eC!I!ft• ..U r• SJI -'1.-U.. to ...... PII Zl I I 'W •' lla\1-t 

.. . ... '"" . 

~ ML&rti,.Ol..U. 0 a..~tt-

• 
Regraded Unclassified 



• -' -- • 1-. ... -··• fll .-~ .u .. u-. .., .-, .. • ... 

t_.o IIPPNJI'18 ... pn• •• "- f',MO,OCII,OOO Mit. 

'aen ... •"•._. n.--;. _. .. ltldlib1te 4 _. 1. 

tM ... MM~nt . .... bllDU A all- ... o.U.._ f/lq..U-­

•1111Utd lilr tu n1'1- ..,...._ .. ..C ..... ,. I II rei, te M • 
r 

•'- h'ca !11 JfPD., "-~• -~ ... ., ... ti.Hal ...... 1~ •• ,. 

'file tbUOIIIAI •• ...... •• ...................... -.. ~ . ~ 

eo , .. Jlrl~ ,..,.._ • -. an·•PI ._.._ '-' n..e-.1 ,... 1•..,a1 z. 
... ' • l ' 

~ s-1.-w., ~ .t Ill - 11j IF ........ C'Mik~ to ......... 
• 

tau.. • • r '~-.. ...-..Man-.J. ,... ... ._, .._. sac•~·· nu · 
• ,. . 

s. , •··-·•z , ' oase,. n •"-* ... , , .. -., ...... .- wG1 '-
• • ...._sa-.. • fl.a,ooo.aDO aa 1•. ...ra =• ~ ... , -. 

Regraded Unclassified 



o. 

• 1Wct1ono hore1n, tb8 a pproftl ~ 4at1A1ta projeota llloul4 be 

ll l:li tecl to Ulo11e trh1oh OCIJI 'be aaUNl.:r to""lete4 'liT .Tul¥ 1, 

1936, c4 \bat tbareaf'tar the t otal .-oun\ at tba appro•ed proJeota 

ahou.ld not noaed tbw anm•nl _, lll4a a...Ulabla t or \lla rec"~J' 

ra4el'll.l .\14 bl.a)l--.:r propwa. 

1936 - $93, 000 ,000 

1937 - 78, 000 , 000 

11135 - :lO, OOO ,OOO 

1939 - 11,000,000 

~w. ooo , ooo 

~· Tnaaur:r teele U.\ \be ea\1ah tor 1936 1a too hlp &DI1 

aetlaatee tor aallaequ.at ,.an too 1w. Ia GUier ...:r4a, a -11. 

llaan• ~ \laa tbd •- w1U lla throa qpca tba lN4Cab N-

1011lac \118 tS.oel ,.ar 1184. ~t~;~eiiAttll- tt>r .J.l raola•tlOil Jlll'oJefta 

hr .._llad t .. ,.are aJiaq]4 lie oODttaa4 t o 1111 eaWZl\ e qual to u 

•ftftea &maal •wpee•Uba -.de tt>r •1a p~ tftlr • ,.,_,.oU' pal'lat 

...._ .r-. ao, 111~, w1oh -.w to t n ,ooo ,ooo. 

III. tJ 'T! • P\a)J,1t lu114t•= 

1!ba ~ _,a \Sa'-& D qpatl -.a- Oil tllla -Gil&\ .t 

t:e.ooo,oao tol' liN 11114 oao,ooo,oao ,. 1911f, 'llbUil 410111Pletea tba Pft.... .. lei Willer tba JlatSo=l IDCIUVS.J. IIIIIIW7' Mte 

0 ~- --

Regraded Unclassified 



•• sa 
rr. (a) .PI&blia r:ona 441111l1oU. " .. 

Louu , Cr> 11-., .~. 

'fho publlo worlcl progum Olllla fQr u .. U!Ule4 ex114Dd1 cu. 1a 

1936 - $370,000, 000 

19M -

l~ -

•,ooo,ooo 
,,ooo,ooo 

There WO e:rpti04K Oil t hiO fiOOOuat tho etllll ftt ;l69000Q000Q 

i n 10M &lld ~104,000,000 1n 1~. of 'tllblell ~'71,000,000 wo .,_, 1a 

l 0. -4. ,.Jid t 6&,ooo,ooo 111 1938 r. 1- to ni:tzo.u. 

Our l nYu U ptlon of U:8 allOO<J\loDa tor proJ .. b ........... 

at:out 100,000 ecell. a!101ra t bat 1 t r.q-.troe a a ••ve.ce ot .-a a the 

taOnthG fr«ol t.b.e tlAl \he sl.loo&Uo .. lo ~· ., t .he cSate of \he - \ruet 

t or co.t~atructioa, r nd about e ll •"rat.e et ou -~ fr• the ut. ot 

\he oontrnct t o Oor:~Ph\ioa, or a to\el of e1 ...... -tha, It U 1e 

701a l.ntention to baYo ,_u aP!;)I"O'YK proJ <NW 0011111~ wl\lda .._ 

'l'bo Publ1e Wolke •4ehtotrnU• - ...U. s tew, .alolJoll, _. 

other oe our1 tiM anNntlllt: to JZ~S,OOO,OOO, aJI4 1t pe..S.tM4 to ... u.. 

•ill oo tOOIIbt aectu.tn aa o44Uloaal nbotouUal .,_, bOtwo t.te rzso• 

1a oCIQ]..ted. ~ O• .. ,s-1 ladutrt.al. au .. wJ ••'• tale PJ'ool ... t 

l .a •'"l'l~, 1Uo .,. • .... al.-.ter II .. Pua~Ua 1lll'lla •Mw4avatua, 

to MU &q MOU!'t- M41 ...... OJ'-., POllS., -a..W- 11141 .. 

or to l.OAoe <:JlF o\IU pro~, proon._. ... all es'ftMl.,. ,._ 
' .. 

a111 a\Mh et.lo • 1 ...... or .-. ..,.., s• .t ~ 1eoa ..... 1 lie _... 
• • 

to ""~ ,uu. ••• obl1 ...... ,..... .. 

Regraded Unclassified 



',I 

. .. 

,· . 
..... . 

.. 
• '· 

APPI'Cillri•ti• ..,., ... ..,._. 3'- 19, 1•u, ,._ au-\~-'lCIIl PlD&aoe 

c.rp.-aUoa 1e u\llar1 ... \e...-. •• •lbtdle -rttlu tr«a 

~· --- ... ,..., 'lila a. r. c. - ~~au at -. ts- 1• pao,ooo.ooo. 
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Jll •a.. .. ,..., u ._. P. 1 • .t. • ..Ua ita -•uta• 1a-. ~• ,. 
.~ 

11 as fWtt .._, ""'-'' • .__ u 1u •-"" .. ue ..u 
ta 'tlllia a •.•• O., tM ,.. ..... ce ,_. ta P, I, 4, ~· f'W\IIer ~. 

.. . Ja 111r .,.., .... ,_.,. tulle alawlt M .UoaaW to 

•• ·w. :~ tw .~ _. ....... " ....... •••·· .,u,.-...-.. • . . 
' . 
~tk" .._ ••s -a .. u.a ta *'* na.la ~~~e .. •- .Uoeat• QM It 

• .............. 1 ,, u ... .sa ,..... • D• • .. 1, 1111!11• ac 
• 

.._ aU. .. atlaa k h:* ae.."rtil)ef, Po I, .t.. ...,.,, ,._ M 

u.a.w wu,lllta• it• uttwnt, ...,, ~•.-u•t•tt• ~ 

·, --··---· ·' • 
dr • •• 

' . 

' 

Regraded Unclassified 



J 

•• r! I 
-· - • 

It tto.ooo.ooo - •• .._ .,., 1a 1 ... u nu a... • 1 ..... 

•OWl' • f'llta" •tc•"· .._ •• llouabc m~••• .... -.w.w • 
.... u.ual oo....._.lca lA tllle ~,, .. ~-.. ... at ua iowat l..at 

tw -aT :r-ar. u4 ••_. M M •'-• at f1w •- ''- '• .-. 

n.o1._.1al ooaot ... uea ~. M••••• ,..•••'•·• awp~ ptah• 

.. 1e s ... s • .-.. ~,. "'- attatA84 talll.e •a .. l:lhl.S' o. la a -c, 

~s. U.»la:r sa -a..w _...,.. ..._ .. tM =• ~ tO~ _, 

, 

60. 

.}. ~ 

• or.t 
( 

u .. .. 

••• 
ol • 

.. ·i_ • 
• • 

Regraded Unclassified 



C1 

wh!oh l!lllOUnted t o ~7l ,COO, O<'O. 1N'ea 111 tbe dapreacon >'9an 

')( 1.1120, 1921 ed 1922 tblt oourru-.nt apent oonaJdarobly I a .. 

-:'! •• 

VI . : ~econa tnto t l on } 'Uuo.llt • 
---corpora t.1on 

i!aCODatN ot ioi l't..,..oa 0ot?On!ti OD 

In 1?::7 , a nr:! ~'434 ,000,000 ln 19:11; and o llly In 1939 dooa th o 

r'roowry bogiJI to rec&I Ye t he b iWiotlt of rui'OIYeSt to . lu t:(f 

opinion , the 'l . 7 . c. ahould be I a. true t ed to 'begin U ~uldntion 

or Ita Ot"6!111 1:r.ut!on nnll that no now oo~traenta a hnul.d bo lll9de 

•lthaH / OJr prlar ftUth o r!:tAt lon, I t tlw expenCCturou or t1w 

R. P'. C. c ould be a topP ed at tbe pree..,t time , our beet oeu.,..te 

!nU o.toa that .... •<lUld get ~ , C'OO , 000 1 n r.c:etp te 1D l 'Xl6, 

,JOO ,~ooo 1n 1937 , ~ :0, 000, 000 In lV:lll , 3Jid ~1110 ,000 ,000 

Ia 1939, or " total or tl , aoo,ooo,ooo .,...,r thi.a pertod ot tour 

,..ara lnatead or a oonte<oplated ""' ":zPDnd1ture or ~, :163 , 0oo ,ooo. 

Til, 

n.., .. h oo oorporattoae haft DOt opantat: aa eo., • .._, 

tlwla 111 tblt • .., •• \hat \he7 ..rroo t the 8u4pt, l'laay howe, h .,.,_ 

f 1 , , .. , t-' f : t'!~ 'I"i A.L . 

Regraded Unclassified 



6? 

en r , ool.d and u~ IIcata ._. ... , I.Jic alleN\ k,ooo ,ooo ,ooo 'tlb loh 

corrt the .. lll'llll\ee oC t b > UnUocl ~tate:; OoTa~t. .~ lo .... 8Wt­

~1M4 ... "':! of' t l>sao ablt&atiaao wi.U , t be1'9tl:l ""' • bon t o oome n-o. 

t.bo ::ener!ll JUod or ~ Tl'eael&'l' , an4 ~ tb ~t uta \ will bo a Clba,-p 

upon ruturo bUC&-h• ~ .. Cll'pnaauo~ wU l eocm o~hte tbo proe:r­

~or ..nlc'> tl'.•Y ..,,.. u.at ed. I t"H!\1. ~.nt t hoy lhau!c! be 41roo\..t \ o 

Uqul<l a to their llOti TiU eo •• t ar Q IJ poa dblo, llnd Ulflt '<he Or'lltllh:at lu. 

~tn1nt s t- nuld or.J.y b ,. ou t t loi ent \ o ool l oot tho araoun ta <!uo to tl» 

~uryc""' or oolleot \1\£ tmpe1c! obllf(a\ l ol\11 o r t l'!Waferril\1! l.!:eir ool l oot loa 

vn: . :toc o ...... n4at Of\1 

to t he O'lJlltl".f to t bo efi'eot tha t you htenc! t o "'" 01 , !!00 , 000 , 000 out 

or t lo<l ~<l , fiSO , OOO , 000 1111d tho t th o total c!onoit t ar tit. a t'1aoal ~.,. l9 ll'1 

ot ll no~ "~oaed ~1,000 ,000 ,000 •• 1u<11oot..t ~ :fOil o t ou:r lad oOIIto,._o 

on lllla eubjeot, 01114 tbot 111 1 9!11 0 l>&rrl~ • Jar 41 outera, tbo ~delt will 

b~ l>alonoe4, 'lrOulcl ilan • t~d~ly llooot1o1al at-toot oa """"IT• 

1 .U:o tbo r ollorillf; opoo1t'1o 1"00-ndationa : 

----· ~-~-, ... ,'\ i b.l 
\ r•() : I''' 

Regraded Unclassified 



u. 

(1) "ad ao ~· tlall\a ,.... •:r •- M aU-~ fill' 

••k rollet ,..,3 .. '- oxn1t •-- •• IJail'b PJoapouo ,.,,,,.,,.uoa, 

-· tor a-.t of 41rMt ftUI&', 01YWU OM ia\lM OOIP8t Rl&ftl 

neotlrlttoattca allll ttaU-.1 .,__. a1n••tat .. tln& 
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(2) '!bet aU preYS- aUoaatt.a el twla tr• all -rs q .,_ 

pr1aUou " nne_., "-''*-~~' \M ti>Ma •-' 'llo .-• ~ 

~ flaoal ,. ... liM 1llla aUooata- lie •-.u.& U , .. ,~. !LIIl -. 

' 

(I) 'Die' tile 'Beocaat-tloa n.- Oe.,...ts-_ ...Ue -- • 

aSaletnUn la ... U& 1llla lllulll& 111lY1al•1 _. ur atMr •t IMtloa 

•s• ~ U •-.l•te lh Jrcw- wtUlt.a u. tla-.1 .,_, 'llo 4il'wt~ .. 

'llolla ·UqaUattaa flit ita a.U...-ittea _. 1111at U11F ,_.. IUt.M .. $ ... 

Uqwl4atSaa M .. _... t.a•• •• 9J OJ ._, ... ...._, Ill ta. ,.IIUa •••• 

. . 

t COm.'lDl:JN'l'1AI.; 

• 

• ) c 

Regraded Unclassified 
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August 20, 1935 

The Chinese Ambassador was here today and said he had another message from Kung clarifying the previous message in regard to the silver t hey owe us t hrough the Chase . Ktmg had asked him what message I had for him. It seems that when the State Depar tment arranged the appointment for h1a to come to see me l ast week, t hey told him, stupidl y enough, t hat I bad a message for the Chinese Gover n­ment. 

I t old t he Ambassador that due to t he boiling silver market plus t he fact t hat t he Senate bad just appointed a Committee to investigat e silver , I wanted to sit back and wait before I made any further moves . I told h1a that I t hought the appointment of the Pittman Committee would be helpful . He agreed With me. 

I t old him t hat a New York Times r eporter had been in to inquire about Soong coming to meet me in Spain. I t old him I thought i t was most tmfortunate there bad been a leak. He seemed surprised, but I did not think very much so, that t here was a leak. He illlllediately said, "It must have come out of China. " I t old him that 1f the world wes going t o know that Soong and I would meet in Spain, I questioned the advisability of our meeting . 

He t old me that Soong might go i nto the Cabinet and if he did, he undoubt edly would not l eave China at this tille . He sai d t ha t 1f Soong went t o Spain he would fly in a pr ivate plane to Singapore and then by pl a ne from t here to France. He evidently bad it all worked out in his lliDd . 

I can 1 t make out whether the Chinese Ambassador is terribl y s:Dart or terribly stUPid. I u inclined to think the latter. 

Regraded Unclassified 



f 

August ::::o , 1935 

Julius Kartin came down from New York today to go 
over some of my personal affairs with me. He wanted 

71 

t o file claims for refund of taxes pai d by Mrs. Worgenthau 
and myself on dividends of the Tri-Continental Cor poration 
because of the following notice to preferred stockholders 
of that Corpor ation: 

"March 7, 1935. 
Our counsel advise t hat, in their opinion 

the dividends pai d by this Corporation on 
its Preferred Stock duri.:lg the years 1933 
and 1934 donstitute non-taxable distribu­
tions, which, therefore, should not be re­
ported by tha stockholder in Federal income 
tax returns as dividends, but should be ap­
plied against and reduce the cost or other 
basis of the stock to be used 1n computing 
pr ofit or loss in the event of a sale of the 
stock . (See Section 115 of the Federal Rev­
enue Acts of 1932 and 1934) . 

However, the Treasury Department has ruled, 
contrary t o t he contention of our counsel, 
that 54.465~ of the July 1, 1933 distribu­
bution, and 24.864~ of the January 1, 1934 
distribution, are taxable as dividends f or 
surtax purposes in accordance w1 th the pro­
visions of Section 115 (a) and (b) of the 
Revenue Acts of 1932 and 1934; t he Depart­
ment has agreed t hat the remaining distri­
• utions made during the two years in question 
are not taxable as dividends. We are advised 
that the theory on which our counsel's conten­
tion is based has been upheld by the United 
States Board of Tax Appeals in recent cases 
involving substantially a similar issue, but 
t hat the Treasury Department may appeal to 
the courts in at least one of these cases. • 

I told Martin I did not think we should file these 
claims . He disagreed with me decidedly. I told b1a 
I would call in Herman Oliphant to see what he thought 
but before doing so I wrote ay own opinion to see how 
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it would agree witn Berman' s. 

Berlll8.n said ne bad bad a s1a11ar experience since 
coming to the Treasury on a aatter of interest to hia. 

That was whether or DOt the -one:r wbicb Col\llbia Uni­
versity contributed to his retirement fund was taxable. 
He asked Jackson to decide the matter without lettin& 
it come to n1m at all and Jackson bad decided · that it 
was not taxabl e. However, since be is now a Treasury 
employee he did not wish to take advantage of t his 
favorable decision from his office and would not make 
claim for refund. 

I then exhibited to Herman the attached personal 
opinion, written 1n ay own bandwritin&, to tile effect 
that I did not t hink B11nor and I should make claia, 
to which he agreed . I could DOt convince Martin, however . 
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Augue t 20, 1935. 

TO THE PRESIDENT; 

Section 32 of H. R. B4Q2 as agreed upon by the senate 

and House conferees provides an appropriation tor each 

fiscal year beginning with the fiscal year ending June ~. 

1936 or an agount equal to 3~ of the gross receipts from 

duties collected under the customs laws during t he period 

January l to December 31, both inclusive, preceding the 

beginning of each fiscal year. 

This section is highly obJectionable for the following 

reasons: 

(l) It appropriates directly instead or author1~ing an 

appropriat i on, thus denying to the President the opportunity 

and right to inquire into the need for an appropriation and 

the submission of an estimate to the Congress as contemplated 

by the Budget and Accounting Act; likewise it deprives the 

Appr opriations Committees of Congress of their right to 

consider and pass upon the need tor an appropriation. 

( 2) It makes a permanent 1ndefini.e appropriation in 

direct opposition to the policy adopted by the enactment of 

the "Permanent Appropriation Repeal Act of lQ34. 1 The 

following excerpt from the report of the subcommittee of the 

Appropriations Committee which handled the Permanent 

Appropriation Repeal Act in the last Congress will be 

interesting in thl s connection: 
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"It ia maint ained that neither by ethics , log i c , 
nor by Constitutional authority has any one 
Congress the right or bindi ng the hands of pos­
terity by the enactment of l aws mandatorily 
calling for automatic withdraflals f rom the 
Feder al Treasury wi thout annual examination, 
approval and supervis i on by succeeding Congresses . 
I t i s the conclusion of the Committee after 
hearing numerous witnesses that permanent , 
appropri ati ons are a vicious usurpation and 
invasion or the right s of sitti ng Congresoa; 
t hat they coapllcate bookkeeping in t he office 
of t he Treasurer and the Di vision of Bookkeepi ng 
and Warrants of the Treasury Depart ment; make 
auditing i n the Comptroller General's office 
dif fioult; conceal from Congress many avenues of 
receipts and expenditures (which in itself is 
an invitation to extravagance), and f or laok of 
proper annual disclosure, make the work of the 
Appropriation Sub-coomi tteea conJectural and 
uncertain ••**. • 
The Committee further pointe out that appropriations 

of thi s character have been availed of as a means of forsclosing 

the right of each Congress to pass upon the appropria t ion needs 

of any proJect or beneficiary of this favor ite device , and t hat 

by the use of them the doors of the Treasury are l eft wide open 

t o administrative authorities to expend such amounts as they 

may deem necessary without Congress upon recomoendati on of its 

duly constituted oommittees in any wise passing either upon 

the element of need or revi ewing the policies or purposes of 

those charged wit h the administr ation and expenditure of 

Government moneys . 

(3) It places annually at the disposal of a si.ngle i ndividual 
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a aua ranging between approximately $90, 000, 000 r or the 

fiacal year 1936 and an undet ermi ned eum i n subsequent years 

which , if our ouatoma reoeipt s aggregate as much as t hey 

did in 1927, wi ll amount to $180 , 000, 000, t o be expended by 

hl.m •at such tice , in such manner and in such amounts• ae he 

gay determine . This is a delegati on of power and authority 

with a vengeance; it denies the President any authority what­

ever over the expendit ure of huge sums of money 1n the opera­

tion or an executive agency . 

(4) I t provides for the expenditure annually f or an 

undeterc1ned number of years of large sues or money without 

any provision whatever being Qade tor raising the revenue 

with which to finance such expenditures . There is a total 

lack of coordi nation between t he funds t lutt are made available 

and t he purposes tor which they are required. 

(5) I t provides for expendi t ures not contemplated i .n the 

Budget estimates tor the fiscal year 1936 and will materially 

increase the def ici t tor that year as well as material ly add 

t o the annual expenditures for each year thereafter . 

(6) The three purposes for whioh the f und may be used 

represent a new agri cul tural aid policy of such significance 

as t o justify exhaustive debate and considerati on 1n r elation 

t o the pr eva i l i ng policy . 

76 

Regraded Unclassified 



4 . 

For such an important policy to become law b,r the "baok 

door• of conference cocaittee agreement is to d isregard 

the vary fundamentals of legislative procedure. 

Under the circumstances I believe the bill should be 

returned to the Congress without your approval to have th1e 
obj ectionable section r emoved. 
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1. This plan provides for a 12¢ loan to cotton 

growers - oomposed of two parte, a 9¢ loan and a 3¢ 

loan, but avoiding moat of the disadvantages of the 
prs aent 12¢ loan. 

2. It will afford a free cotton market which will 

faoilitate the movement or cotton both in export t rade 

and into domestic oonaumption. 

3 . It will probably prevent further additions to 

the exiattng large cotton stocks now covered by Government 
loans. 

4. I t will maintain t he same support for farm 

income i n the South as furnished by the previous 12¢ 

cotton loan. 
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THE PRESIDE!Pr 1 S ALTERltATIVE 

COTTot~ LOAll PLAH 

uake a 9~ and a 3¢ l oan on cotton produced duri ng the 
1935 season as follows : 

1 . The loans are to be limited to cotton classed as 
13/16" as to staple and low m~ddling as to grade 1n any 
location . They are to be further 11Dited to growers who are 
cooper ating in ad,Juetment programs and to their allotments 
under the Bankhead Act. 

2 . The Commodity Credit Corporation will make a loan 
of 9¢ secured by cotton, without personal liability on 
producer s if they sell t heir cot ton wit hin some fixed period 
from the date of the loan. It will make a l so a loan or 
3¢ (simil arlY wi thout personal liability) secured by the 
cotton and an assignment of the following indemnity agreement, 
which is to be made with such producers by the Secretary 
of Agriculture , under Section 32 . 

3 . ~s indecnity ag~eement will provide that the 
producer is t o be indemnified onlY if he sells h~s cotton 
within the fixed period, and if he sells it at lees t han 15¢ . 
On a sale at less than 15¢, t he Secretary will agree t o 
indemnify hirn to the extent of halt the difference between 
what he gets and 15¢ , but not in excess or 3(. per pound, 
such indemnity being applied i n liquidation or the 3¢ loan . 
Both the foregoing loans and the indemnity agreement are 
to be incorpor ated 1n a single agreement with producers . 

Under this plan the net t o the rarcer tor his cotton 
would be as follows : 

I f Ke Selle At : 

g 
10 
11 
12 
13 
14 
l5 

What The Producer Receives; 

12 
12t 
13 
13! 
14 
141' 
15 

4. Local bankers oay make advances or 9¢ or 12¢ as ma:r 
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be desired, such loans being guaranteed by an agreement 
of the Commodity Credi t Corporation to take them over • 

• 
5. If the grower hae not sold hie cotton within the 

fixe~ period, then the Commodity Credit Corporati on may 
f oreclose, or take it over aa ir purchased. 

August 21, 1935. 
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AGRICULTURE 1 S PROPOSED PLAll 

1. Guarantee farmers cooperating 1n 1935 program and 
agreeing to cooperate in 1936 program a return ot 
12 cents per pound (bas i s 10 spot market average) 
on the individual's producti on up to the Bankhead 
allotment . 

2 . Offer a 9-cent loan at the tare, without recourse , 
on 13/16 inch low mi ddling cotton or better. 

3 . J.nnounce 1l:!mediatel,y that the AAJ.. will make payments 
equal t o aoount by which actual price middli ng 7/8 
inch cotton a t 10 spot markets averages lees than 
12 cent s per pound tor period September 1 to 
Uaroh 1 . 

4. It cotton sells at ll cents the l iability would be 
approximately $50, 000, 000 , which woul d be available 
trom section 32 funds. I t the price averages lower 
than 11 cents, additional tunds from other sources 
would be required. 

l. 

2 . 

3 . 

4 . 

5 . 

6 . 

Advantages 

Does not require that cotton be placed i n loan to get 
benefits . 

Uoet farmers would sell freely . Probably not over 
1 t o 2 mi llion bal es would come i nto t he l oan. 

Chance ot fraud would be eliminated. 

The administrative machinery t or making payments to 
cooperating producer s , as well as the r egular loan 
machinery, is already available. 

Does not interfere with movement of this year ' s crop 
into markets, thus tending to reli eve the abnormal 
price relat i onships that have existed for most of the 
past year. 

This plan would guarantee farmers an i ncome of around 
~700 000 000 trom their lint cotton in 1935 as compared 
:ith'$613,ooo, ooo 1n 1934, $634,000, 000 1n 1933, and 
$424,000,000 1n 1932 . 
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Di sadYantage 

1. The plan contecp1ates payments under clause (~) 
ot H. R. 8492 and under the t1rat proviso, wi ll 
require a showi ng ot expenditure ot th1s amount 
under clauses (1) and (2) 1a not necessary to 
etteotuate the purposes ot th1s oeot1on. 
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ESTIJ.:ATE OF ADDITIOJIAL ADVANCES 
by 

COUUODITY CREDIT CORPORATION 

83 

IF EXISTIUG COLI!.!ITUENTS HI AL!DIDIJENTS ARE COL!PLIED WITH 

l . 1934 Cotton Loans 

Bales now pledged with 
Commodity Credit Corporation 

Loans from R. F. C. 
Additional obligation 

1 funds required to finance 
t o June 30, 1936 

Additional funds 

2. 1935 Cotton LOans 0 12¢ per pound 

Estimated crop (bales) 
Bales estimated that will come 
under this loan 

4,450,000 

11,900, 000 

5 ,000.000 

New funds required from R.F. O. 
Additional funds, handling charges 

3. 1935 Wheat LOans Q 90~ per bushel 

Estiaated orop 620,000,000 
Estimated bushels comtns under 
this loan 210,000, 000 

$240 ,425 ,000 
36,000, 000 

40 000 000 
$316: 425 : 000 

$ 76, 000, 000 

$300 ,000,000 
50.000.000 

$350 , 000 ,000 

Funds required 0 90~ per bushel $189,000,000 

4. 1935 corn LOan 0 60~ per bushel 

Estimated crop 2 , 250 , 000,000 
Estimated bushels coming under 
this loan 750, 000,000 
Funds required at eo¢ per bushel 450 ,000,000 

l. 
2 . 
3 . 
4 . 

S\lU!.!ARY or !fEW rmms REQ.UIRED 

carry 1934 Cotton Loan to June, 1936. 
1935 Cotton Loan at 12¢ per pound. 
1935 Wheat Loan at 90¢ per bushel. 
1935 corn Loan at eo¢ per bushel. 

$ 76 ,000,000 
350 ,000, 000 
189,000, 000 
450 I 000 I 000 

• 1,086,000,000 
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REPORT OF ESTIUA.TES BY CHESTER DAVIS OVER 
TELEPHONE 

Cotton: Taking the same percentage established by las t 

years ' experience, 5 milli on bales or cottonW>uld be 

presented as a basis tor l oans involving a commitment 

or 300 million dollars . 

RFC points out that you should have an 

add itional 50 million dollars to cover warehousing 

chargee. no estimate has been made or losses but 2 

mill ion bales would probably be added to Government 

stocks. 

Wheat: Estimates 200 million bushels at an average or 

80~ per bushel, requiring commitment ot 160 mill i on 

dollars. Carry-over would pr obably be the poorer grades 

and estimates t he lose would b e one-halt t he amount. 

Corn : Estimates t hat lt would be neces sary to loan 

60¢ a bushel on 400 ~llion bushels , making a commitment 

or 240 million dollars . RFC estimates 750 million 

bushels that might be taken 1n. 

Davie estimates t hat a total of 700 milli on 

dollars would be required t o take care of t he program 

without allowing any warehousing chargee , which would 

amount to another 100 million dollars. 

Davie pointe out that he does not believe there 

is st a tutory basis tor maki .ng loans at the rates proposed 

and that 1f the legal counsel tor the banks should so 
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adviee their clients , the entire outlay would tall 

on ~he Govern.ent. 
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Cotton -

5 mi~llon bales at $60 per bale 

(Add 2 mi~ion bales t o store) 
• • • • • • 

Wheat -

200 mi llion bushels at so¢ per bushel 

corn -

400 million bushels at 6o¢ per bushel 

RFC 750 

. . . 

. . . 

Warehousi ng and carryi ng chargee . • • • • • • • 

August 26, 1935 
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• :soo. 000. 000 

160,000, 000 

24Q. OOO , QQQ 

$ 700, 000,000 

100. 000. 000 

$ 800, 000,000 

Regraded Unclassified 



J 

i 

Outline of Cotton Ad!ust~ent Prograp t o Date 

I. 

To bring about curtai lment of cot ton production and 
neverthe l ess to bring a tot al return to grower s larger 
thw1 they have been receiving during the depressi on the 
Government has employed the f ollowing four devices:' 

(al Rental Pgymenta 

The AAA pays a rental of 31¢ per pound on the calculated 
Y:eld of acres taken out of production . This program took 
t ne form of a plow- up campaign ln 1933 . Since then the 
acreage has been held out of crop production . Rental payments 
are estimated a t $89 . 2 mil lion for 1935. 

(b) Benefit Payments - - Domestic Allotment 

Since 40 percent of cotton producti on represents the 
proportion normally going into domestic rather than for eign 
consuoption, a benefit payment of 1¢ per pound is paid on 

87 

40 percent of the producer ' s base production , in order to 
reduce t he gap b etween price received by growers for thelr 
cotton and parity prices, under t he domestic allotment program. 
The base period is defined as t he av9rage for the five ~ears 
1928- 1932 . Benefit payments for 1935 are estimated at i37~ 
million . Both rental and benefit payments are commonly 
considered in measuring the extent to Ylh ich Government payments 
have accounted for the reduction in the difference between 
farm and parity prices f or cotton . 

(c) Loans 

To out a lower limit uoon t he orice of cotton, t he 
Government in September 1933 of fered to make l oans of 10¢ 
oer pound on cot ton . Farmers could sell their cotton on the 
open market at any time and close out their l oans . I n 
September 1934, the loan was raised to 12¢ per pound , and 
producer s v1ho had not cl osed out the 10¢ l oan on their 
1933- 1934 crop 1vere permitted to convert thei r 10¢ l oans into 
12¢ loans , which most of them did. The 12¢ l oan was designed 
primarily for the 1934-1935 crop. 

(d) TAe Bepkhead Act 

In order to prevent more intensive cultivation of cot ton 
acreage r emai ning i n product i on , which could concei vably destroy 
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t he effects of acreage curtailment, t he Bankhead Act placed a prohibitive tax on all cotton g inned in excess of the amount a llotted producers . The Aot was continued for the 1935-1036 crop with a sl1ght change in the total figure which could be g inned. 

II 

As the result of Pl'oduction curtailment, the 1934- 5 output was about 9 . 6 mill ion bales as contrasted with 13 mill ions in 1932-3 and 17 millions in 1931-2. Export sales , however, fel l off by nearly the f ull amount of the reduction in output , declining from 8 . 4 m~llion bales in 1932- 3 to 4 . 8 millions in 1934-5. 
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The accompanyi ng improvement in the income of the cotton farmers was due in part to the higher prices received for the cotton actually sold a t home and abroad; but a l arge pRrt of t he 1morovement in the cash income of cotton farmers must be attributed to. the d irect and ind irect outlays of the Federal Government. Benefit and r ental payments for 1935 are eetimated at 127 millions, and the cotton held by the Government r epresents 
approxi mately $300 millions in loans . In effect, it might be said, that the a cqui sition of unsold cotton by t he Government has substituted to an i mportant extent for ootton exports . 
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DEPARTMENT OF AGRICULTURE 

WA&H INQTON. D.O. 

Bon. Henry llor&tothau, Jr., 

Seo ... ta17 ot tM r ... uury. 

D..,r Kr . Seo ... tt.ryo 
' 

A brier ,..,,_ ot e-.e ot the prinoip&l taotora 'llhioh 
ban afteoted ootton pr ioea an4 ~klttinr;a einoe lfaroh, lSISS, 
~ aid you in Wlderat&ndinr; our poaition on t he C--.od1ty 
c ... clit Corpor&tiOD ootton loan. 

S1=pa ot coT!TDM!\t atn e in JJ!at two Y!&r8 e 

The world oarrr-cwer of A.riom ootton an Ausu-t 1, 19SS, 
wu 11,588, 000 tin hund.,.d pound balu u oo.opared to the no~ 
oarry-over ot between ,,000,000 and 6,000,000 balea. 1'be prioe 
per lillt pound ot ootton wu a round aix oente u o011pated to an 
anre.r;e ot between u; and 20 omta einoe the war lllld a h19t ot 
85. 6 oenta in 1919. 
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At the tiM the Agrloultural .Ad.juaiaent Act beo- etreotin, 
an umta1l&lly hea't')' orop -a in proapeot an4 an ••rr;enoy etep wu 
taken in plowinr; Wider approxiate~ 10,600,000 aorea &ioh would 
b&Ye yielded in the neigtborhood ot ,,600, 000 balu ot oott011o 

~til ao , a orop of 1S,Ot7 , 000 balea •• harvested and tM 
prloe ot ootton in the early tall ot 19SS •• le" than 9 oent• per 
p01111d an the t anao 

Prodl&oer dhu.tiataotim an4 the r .. lin& on the part ot 
&OtaJWt ottioiala that a 10&11 ot 10 -tl per pound wu eoon­
ioally ao'<llld, prinoipall;r b-ue ot procmotion ocatrol, led to 
the 10 omt lo.n. !Ida._. applicable Ia the ootton prodaoed in 
the oalad&r ,.ar, lllSS. 

The prioe or oottca ro" ate~ clurinc liiSS aD4 the •jor 
portion ot 19M. In oonaequenoe, ... latin~ little ootton aoo~ted 

) 
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as a result of the 10 cont loan, tho loan being far enou&h bel~ 
the market price to permit tho froo movement of the staple both 
here and abr oad. 

By A~ust l, 1934, the world oarry-onr of American cotton, 
aa o. result of the cotton adjustment pror;ram o.nd other factora , had 
been reduced to 10 , 634,000 bales . Tho spot price or cotton wu ClOre 
t!Ja:l 13 cents and estimates were that the carry-over u or Aut;uat 1, 
1935, would be oonaidera.ble le sa tl-.an 8 ,000,000 bales , 

These f actors led to a.n increase i n the loan on cotton from 
10 cents t o ·12 cents . The oonditiona extremely fo.vorable to the 
producer ~~ro continued. The grower took no risk whatever and stood 
to gd -., by the amount that the price or cotton increased above the 
loan value . 

It is true tr.at up to t!dc t11"1e , the 10 and 12 cent cotton 
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l oans have proved or val>te to Acerica.n cotton producers . They were 
justifio.ble as -rgency ceo.aurea durinr; the period before the economc 
revival had nanitested itself in demand for cotton. In this period, 
the loans reaulted in an increo.so in farm income which could not have 
been br ought about in any other way. Tr~a statement , h~evor , is con­
cerned not with past justification but with the fature consequences if 
the 12 oent loan policy is continued, 

Unfavorable devel opments result~ from the 12 cent loan duri ng 
the cotton year which ended Augus t l , 1955, have convinced officials 
of the Depa.rtcent of At;riculture , the Asricultur&l Adjuab:aclnt Ad:D.l..ni­
atro.tion, the Coc:modity Credit Corporation and other AGencies in-volnd 
that an extenoion or the 12 cent loan to o.pply to the cr op produced 
during the oalenda.r year , 1935, would be extre:nely umrise both tn>m an 
economic and a pclitical standpoint. 

On August l, 1935, spot cott on covered by outstanding govern­
ment loans excooding merket val uo amounted t o 5 , 086,849 bales . LoMs 
of 12 cents a pound on 5 ,086, 849 bales of cotton represent more than 
~300 ,000,000 , If the loan had been held at 10 cents a year ago , the 
total of outstcmding lo&ll3 would bo ra.r smaller than it 1a. 

B'ven with tho loan, the price of spot cotton declined below 12 
cents during tho cotton aeuon which ended August 1 . It has nuotuated 
recently a.t a pr ice between l ot a.nd ni oenta . 

In view of present condit ione a.nd crop prospects , all indications 
a.re that an extension or the l oan would resu.lt in the continued increase 
in the 101110unt of cotton covered by federal lo1.114 . Ani/ forecaet as to 
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the ....,unt ot n-entu&l &oo\aUlation would ~ in tbe D&tur. ot a paa but it h not nnlikel:y tlat tbe ppn..-t lli~t ~p.n tbe next cotton ;yaar with loana exoH41ng aarlcet nJ.ue out.t&Dding on 8 , 000,000 balea ot ootton. 

Eo011011io d.i.aadn.Jltf:l!a ot 12 oent lotlll, 

Be&")' a4dit1ona to atoolta ot loan ootton in tho 19M-Ull6 ootton 70ar i .e only one ot tbe ,_.1t1oationa ot the 1om pollcy tbet liN oauaed app..,.htllaion, Alaong other ett eota ot the 12-oeut loan are1 
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1, It doubtl e .. ocmtrllNted to eo• ext.rt to tl» deoliloe ot .l.urloan ootton ea<pOrta wbioh totaled only 4,800,000 bal ea in tbe 19M-19l55 ootton yeer u oompared to nona&l ea<pOrta ot appro:n.&tel;y 8, 000,000 balea, The loan 1noreaae4 the no:nu.l price dhparlty ~t•­.a..rlcan and toreip> gi"'11ttw, .t. atatiatioal - l;yah in4ioat eo that about 1 , 000,000 bal .. ot the door .... e in ea<pOrta -7 be attributed to the etf eota ot tho lotlll, I t ttJcea only a aliglrt; 4iapari ey botwaom A.erloan and f'oreip> prioea to pe~~&lilo tho .a.rloan fanoer in the ea<pOrt aarlcet, 

2, The lolln contributed t o t he dooline in world oanw.ption of A..rioan cotton. Con.llllption of AMrloan at aple dM..,.Uod about 2,.00,000 baloa d:llrlng t ba past aoaeon, wbile oollalaption of' fbroign poowtba inoraaaed about 2,<100,000 balea. 

a. The l o• ~ted fbreign production fbr tl» 19llfi-l8S8 ootton ae&aon. 

fhe llure&u of .t.grioultural Boonao.ioa report. tlat tho 18llfi-19S8 e.oreage abroad would not laTO ino~ed lad the price of "-rloan eotton ~ .. 10 o•ta per poUDd during tho paat aeaaon, Loae ot foreign •rlcote 1a a aouroo ot continued attaolc on tho .t.cainiatration. fl» mat-• of tl» loan ocnoeala tbe t'tmde tal oauaea of doolino in OllJ" toraip> tn.4e and plaTO into tba banda of the political opponent• of the .f.ca1niatrat1on. 

'• The loan contribute d toon.rd the restriction of poorolaaea b;y dOMatio llilla beaauao it 4iatortod ftlationahipa botnm apot prlcea and tutureo prlo .. and ~ 'Y&l'ioua .,ntba in tho tutufta •rlcsta, and intortored with bodclac to proteot nom.al -re.oturing oporat1-. 

5, The goT.....-t taooa a l o .. , DOt only on the prinoipol of' t ho loana •do but tl» ool'l'71nc olargea on t he ootton ....,. &ooruinr; at the rate ot tl, TOO, OOO par 110ntho 

s. The lou haD&• OT&r the aarlatt u t. prloo-tiatortiJl& tt.otor, O'T8II thou&~' the ppn~t lad pledged itoelt not to oall tho 
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lo~s ~t lo~at until after February 1, 1936, ln ~ddition to ita 
effects u9on the epot and futures markets , tho cotton is a price 
depressi ng influence because tho trade foola it eventually muet move 
into trade c~ele . 

7. Due to co.,.,rnmont holding• of ataple 1s ngths from 7/B" 
to 1" middll.nt;, otookl of cotton of dolirable qualities in the hando 
of cotton ,..rchantl are tp pro~c~ ~ irroducibb mini"'"' • Dur1nt 
recent months there ha'f'o boon frequent reports that cotton urohanta 
have boon forced to rotuae orders because they were unablo to obtain 
the q~itiea of cotton desired. Lcee than 2, 000, 000 balea of tho 
9, 000,000 bal. oa of American cotton carry-o'V'er on August 1 were in 
t rade oluumela , 

Political de.ngore of :t cent loan, 

Over a oonaiderablo period, economic and political coneidorationa 
are of neoesei ty cloeely par~llell that is if they are sound. ln the 
loDf; run, sound eoonot:dos is good politic a . ?be ulti.lo&to polit io&l 
die&dvantageo of the 12 cent loan far outweigh ita tempor1U7 political 
advantages . 

7be adminiatration Will need the support of the South much more 
in 1936 than at preaont . 'I' he go'V'ernment can IU&ke a 12 cent lo~ on 
ths 1935 cotton crop with political advantage only it it ia prepsred 
to make mother 12 oent loan a year hence on tho 1936 crop. 

It 12 cents ia loaned on the 1935 and 1936 oropa--or enn on 
the 1935 cr op, perhaps-- tho goverrcent probably will have I!Jch a l&rge 
in•eatment in cotton, and so cuch cotton on ita banda , th&t the lo&na will 
beco= tho aamo kind of a political liability th&t the Federal FanD 
Board's cotton &nd wheat loans followed by puroh&aes , turned out to be 
in 1932. 

Political repercuaaions i n the South in 1936 would be intenu 
it , as in 1932 , tho covernmont again in 1936 should bo forced by 
public aontimsnt against a tremendous fodor&l i nvestment in cotton 
to abandon ita loan policy and let t he price drop . Tho electoral 
votes of Georgia and Louis i&nll &lone mig)lt be deoisi vo in a hard foug)lt 
oompaisn• The cotton prouam h.u been ua&iled in both etatoa by 
Genrnor Tolmodg., and Senator Long, both of whom ca;y actively oppoae 
the Adminhtration next year . A breakdown in the cotton prou ... lllight 
enable thea to win both etatoe a..,.;y fro:t tbe Adminiltration. 

l t is true th&t a policy which involve• no loan, or a loan 
which 'II'Oul:!l allow cotton to move f reely to market, Jll*iY cauae some 
g,I'UIIIbll.nt; for a time this year . It would, however , probably inluro 
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a price for the ataplo for 1936 which would be satisfactory to tho 
majority of Southern producers at the time when existence of ta~rablo 
public opinion will be vital . 

Even if tho South could be hold in l ine politically by 12 cent 
loans in 1935 and 1936 tho result elsewhere m1£ht offaot ~ advantage 
in the cotton &r~ section. 

th~ producers or other comcod1tioa ~ logically bo expected 
to interpret tho rate of tho cotton loan as tho yardstick for tho 
rate on eo~:~mod1tioa which they produce . Already considerable proaaure 
has devel oped for loans on corn , oats , ryo , barley and wheat . Tho 
Commodity Credit Corporation points out that if loans Yrere made on 

93 

the 1935 corn crop equal to those made on the 1934 crop (55 cents por 
bushel) thoro would exist tho probability th~t the Treasury might lose 
hundreds of millions of dollars . Such loa sea vrculd be enormouely costly 
from a political as '•ell as economic point of view. 

If tho l2 cont loan is IJB.do , producora of other coJZ~oditioa will 
bo justified in do:oan<lin:;: similar hit;h loans . Should t!loao loans not be 
forthcoming, their roaontnent woul'd bo likely to express itaelt at the 
polls . An extension of the r.igh eommodity loan policy to other crops 
would duplicate on a maf911fied aoalo tho disastrous economic and political 
experience of tho Farm Board. 

Resentment has been aroused &&&inst tho entire adjustment program 
ill sane i ndustrial aoctions . This is particularly true 1n !lew England 
whor e the decline of tho textile industry has been erroneously blaced 
upon the cotton procossi.ng tax. 

Another 12 cent loan, with poseibl!J extension of tho policy to 
other co~ditioa, would inevitably intensity opposition whore tho 
benefits of tho ~ricultural policies an not i:m:utd1atttly Si)pt.rent . 
Tho unwiae economic policies involved in tho loan would become &laringly 
apparent in tho midst or the presidential campaign--too lato to tak~ 
ef fective remedial stops . 

Tho circuJMtancoa which make a 12 cent loan a temporary political 
o.osot are tho circumatances which force ouch & loan to beco:oo a t ro:oendous 
political liability later . In other words, a n&tural price recovery 
relieving the loan of price- fixing ch&ractoristica would have elll the 
politico.! bonotita of a loan without ~ or ita political dangora . 

etfoct on iasuo or constitutionality. 

The Supr eme Court probably will pus upon the constitutionality 

Regraded Unclassified 



- 6 -

of the Bankhea4 Aot be fore the next te""' of court 1a ~er. There 
b grave doubt about the result. 

Tbe outcome o£ the l9S6 electi0l1 might eu1ly tum on tM 
queation o£ -.ther public wpport goea to the President on the one 
b&nd or to the Supr- Court Ol1 t he other, 1t the court ahould pre­
cipitate thia iasue by .....,piDg deoiaione ar;amet li..,. De&l Muures. 
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Ir auoh a aituation ahould develop, it would be rltal to the 
Adainiatra t1CD to han the iaaue olear out. The exiaten.oe ot a 12 
oent loen Cll c otton aipt OCID.flae t he iasue .. riOilaly. Ir t he 12 oent 
loan .. re not in ettect and the SupreM Court declared the Bankhead 
Act unoonatiaatianal, the whole of Southern Agriculture aight be 
instantly arouaed again.at the CO!lrt . But with the 12 oct loen, the 
Adainiatratian aigllt be toreotalliDg the very reactian upan 'tlhioh it 
depended. Cotton price& would be suatained temporarily through t he 
crutch a1'forded by the loan. The f a rmer• would be .-ble to ... the 
claaar;e done thea. Their reap011ae aigllt be apatlr;y inetaad or indir;­
naticn . 

Conaeq>tccn or inn.lidat1011 or the Bmlchead Acto 

It ia entirely poesible that the Bankhea4 Aot may be declared 
unconat1tuti011al before the noxt cotton plantiDg aeaa011. Thia Aot 
waa written pr~rily aa a aa1'eguard tor the voluntary pror;raa. The 
r .. 11nr; was that the induceaenta created u the price ot cotton roae 
would oeuae evadon o£ the voluntary prosraa to an extent that would 
Man ita b reakdOIIIl unleu a panalty was ilapoaed. 

The dittioulty of O.pins produotian withm bound• without 
the Bankhead Aot would be 1ntena1t'1ed 1t the 12 c .. t loeA 1a oontimled. 
In other worda, tho prioo per; woW.d .a it to the adT'Uitase of a 
r;reat 1lllDY srowera to evade the reatrict iana of the vollllltar7 pror;na. 
Tho producer• would lr:now the price or cotton before the crop ..... 
planted, aaaua!ns , or OOilJ'ae, that ocmtinuation of the 12 cent loeA 
1n 1935 would mab imperat ive ita extenaion in the 19S6 election 
year. The farmer• might plant every available aore intendins to 
aell one bi r; orop at a pegged price to the g~e!'Dlllent before being 
overtaken by the inevitable market oollapae . llithout the Bankhe~ 
Aot, the pr oduction oontrol baaia of t he loan would be gone • 

LackiDg the Bmkhead Act, .. oQQ).d not set rid of a hM'f7 
acc...Uati0l1 of r;overm:~~~ut controlled oottcm wit hout tre..,doua loaaea 
to the r;ove~t. the r;rowera and the textile and r;i>minr; induatriea. 

'"Pin& in ll1nd that the Bmlchea4 Act • Y very probably be 
held inY\lid by the Supr ... Coart

1it ia highly t.portant that all 
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poasible ateps be takon to prevent t. furtluor t.Ccumult.tion Of cottun, 
An t.dverae deoiaion on the Bankhet.d Act probably would have a 
decidedly bet.riah err oct upon prico . Provided !urther aoquisi tion 
or cotton atooka is preventod, however , the government would be in 
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a position to turn this situation to ita political advantt.ge , with 
a diti'erent form of help to +.he South, The Agricultural Adjustment 
Administration could increase benefit p~nta to grO'I'Iera who cooperate 
and comply with t heir oontracta, ~s woul<l offset to t. aubotantial 
extent the loss resulting from tho price <lee lines , the orislntJ. 
theory of the A<ljuat::lent Act -~ to rowar<l cooperating gronra with 
benefit paymente that would compenat.te for t he lack of parity prioo , 

Moat of the pressure, or at least a large portion or it , that 
is being applied for the loan comes from polit ical sources . tho 
senat ors 4nd ooncreasmen Tiho are <lomanding a loan, howover , ct.n not 
be depsn<led upon to accept the blamo for failure . The blamo will rest 
upon the entire Roosevelt Adm1n1otration. 

The 12 cent loan for the 1935 orop. 

The 1935 cotton crop is now e:tiln&tea at 11, 798 , 000 bt.lee. 
The m>rld carry-over of American cotton is t.bout 9 , 000, 000 bt.l es , 
~~n& a total eatimeted suppl y for the 1935- 1936 season or approxi• 
matel y 20, 800,000 bales . Of this snpply more than 5 ,000, 000 baloa 
is inolu<led i n tho 12 cent loan M<l produooro ' pool stocks , In ad­
dition the produooro ' pool has nearly a mill ion bales of futuros 
contre.cts on whioh it can call for delivery , thus bringin:; tho !lOVSni­
tlent financed hol dinl!;s to nearly 6 , 000, 000 bales . This l eaves only 
14, 800,000 bt.lea or "free" cotton. This quantity is barely autticiont 
for consumption o.nd co.rry- owr purposee durin;; the 1935-1936 aeuen 
Bnd 1£ thi~ quantity is further reduced by another 12 cent loan the 
in'lvi te.ble result will be e. reduction in exports and consW~q~tien of • 
Acerican cotton an<l further atimult.tion of production and coneucption 
or forei&n growths or cotton. 

In view of the present supply and consumption outlook, it 
appears t ha t oven without a pri ce-pog()ing loan, the farm prioo ot 
cotton durinc the 1935- 1936 aeaaon will average about 11 to lli oenta. 
This price would bring producers a much lt.r~;er gross income from 
cotton during 1935-1936 than that which waa obtt.ined on the amt.ller 
crop of 19M. 

It is <loubttul it a 12 cent loan ""ul<l inoreaae t.nrac;e prices 
to producers by t.l much as l cent per pound during the 1936·1936 
season. Undoubtod.ly at present a loan peychology is do:ni• ting the 
cotton market and t. 12 cent loan would probt.bly have eome price 
rt.inine; efi'eot in t he early ft.ll monthe just t.s it tended to eupport 
prices for t.timo lAst fall . Before the you is ovar , however, the 
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tunduumtal con41 tiorw or wpply aDd c!~c! would dn..nai.ne pl"icea 
and i t ia pi"Obable that prices would bnak below tho 12 cent l nel, 
as they did in tho put season. 

The moat ilaporlant price eff ect or a loan is tho !"aiaing or 
spot prices and near month futuro prices above t ho ~vole or the 
more dietant tuturea pricos . This forces morchanta and mille to t ake 
a lou on cotton which they carry under hodges . A4 a rea111t, JOOI"chants 
and mills cannot atrord t o b~ cotton in tho usual manner • !hil wu 
an mpo:-tmt factor in tho roc!notion in oxporls lt. at yeu. While a 
loon tends to aupporl pricea o&rly in the aouon, thorofol"e, it also 
tendo to che ck exporls &nd consumption, md tho luge!" atocka at tho 
Ond Of tho IOaiOD tend to depress pr ices. 

It is ditficul t to estime.to the q11antity of cot t on that ~ght 

bo added to tho hol dine;s under go"n>rnmont loana it a 12 cent loan 
were put into effect this year. It is possible that between 2,000, 000 
and 3, 000, 000 bales would be added to tho government holdin&s and 
world cOMUIIIption of American cotton might be reduced by as much aa 
1,000,000 to 1, 600,000 bales below what it 110uld be without a loan. 

It i~ entirel y poasible that ~y tho end of tho 1935-1936 aoaaen 
the stock of goven=ont financed cotton would be in the noi&hbor hood of 
81000 ,000 to 9, 000,000 bales . 

It is doubtful that any pi"Odllction control progr.m i n 1936 
could offset tho effect of those accum11lsted suppl ies , and therefore 
it is probable that a loan in 1936 would be necessary to prevent a mol"o 
aorioua price decline at that timo . By the beginning of the 1936-1937 
cotton year the cotton now hold will coat the gove!"Dm4nt appl"oxinatoly 
14 cents per pound including curyin& coat a . On the 8,000,000 balu 
of spot a snd t'ltturos for which the &onrDI:IIInt would be accountable, 
thore~oro , it would have a potential loss of $40, 0001000 for each cent 
th&t tho price at which this cotton could be liquidated -• below 14 
cents per pound. 

A possibl e alternative. 

Under tho oiroumatanoos, it is oaoential to find some atl"ong 
alternative to continuance of tho 12 cent loan. One a lternative would 
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be a 10 cont loan, auppl GQOnted by additional payments to cotton pro­
ducers from tunds made available under tr.o lllllondments to the Agricultural 
Ac!juetnent Act . 

Tho Jonoa &~~~~~ndrtent to tho Adjustment .let Aa!lncbenta which has 

ncnr been accepted by both houaea ot Con;;reaa earmarks 30 percent of the 
oaatoa. receipts into a special fund whioh amounts to appro~toly 
t92 , 000,000 tor tho present fisoal year . 

This fund is aw.ile.ble t o • (1) encourage the exporlation of 
~!cultural oommoditiea &nd prod11ct1• by several methoda , including 
"p~nta to producers in oonneotion with tha production of that parl 
ot &QJ agricultural oaaQOdity required for do~stic oonaumption• . 
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A propoaal hu been made that tho reduction of tho loan to 
10 cents be aooompaniod by addi tione.l payments of l cent a pound 
or possibly moro on that part of the growot·• a crop which ia usod 
for domoatio consumption. 

This alternative to tho present t.rr&II(;e""'nt undoubtedly would 
result in a sharp increase in exports and would thus carry out the 
purposes or the t.ClOndz:exrt . 
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The average amount of cotton usoc! for domestic oonaumption is 
approximatel y 40 percent of production for the 1928-1932 period. This 
is designated as tho domestic allotment by tho Agricultural Adjuatcent 
Administrat ion. The Administration Mel tho 'DDpa.rtment of A(5r1culturo 
have tho figures on tho domestic allotment of every growor who is 
cooperating i n tho cotton a.dj •1stmont program. Thus , little tim would 
be consumer in arriving at tho aount due each producer it tho 
additional payDOnt ic decided upon . 

I on inclined to believe that this supple::>ent to a 10 cent 
cotton loan would provide a workabl e solution of our problem, 

For example , the growers would receive about $30, 000, 000 
additional if a one-cent payment is decided upon; $&0,000,000 if a 
payment of two oonte per pound is thought feasible . Our economists 
poi nt out that wi th these additional payments , tho total income to 
cotton producers in 1935 nould bo &pprox111lAtely as much as it woull 
be if all tho cotton were placed under a 12 cent loan or if tho farm 
price -r• pogsed at 12 cents . 

A 12 cont loan, as M.s been pointed out , would act as a price 
peg for the 1935 crop. Studies oado by Department economiata indi­
cate that tho removal of t:Us peg will result in average farm prices 
for the 1935 crop of around 11 or ni cents . 

A price of' ni oonts a pound, aa compared to 12 cents , 
represents a diminished income of about $30,000, 000; & prioo of 11 cents 
a differ ence of approximately $so,ooo.ooo. 

Furthermore, a largo portion of thia additional P"'""'nt 110uld 
go to share-oroppera and o'"lter tenanta who oul ti vate the land for t. 

portion of' the cotton crop, tinoe the landlord and tenant would lbaro 
in the pt.y11tent aa they sbare in the om P• 

Unuer tho suggested arrangement, a eharo-oropper who produced 
cotton for hal!' of the crop 110uld receive $50 of a $100 payunt • 

I boliove also that the combinAtion of a lO cont loan with 
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additional p~nts ~ld go tar to ...... d tecpori.ng tho diaappointDont 
Southern producers mit;ht tool 1t another U ~ont loan 1a not torth­
~oming on the 19S5 crop. l'he r;oal of the .o\griaulturlll Adjuatcent Aot 
ia a fair exchange value tor c~tton and other agri~ultural co~ditios . 
As I have said, tho logioal course to pursue is to allow tho price to 
sook i ts natural level and to ~ompenoate producers with additional 
benefit payments. 

The plan I havo outlined has shortcomings and faults from an 
economic standpoint but in ~ opinion it is infinitel y to be preferred 
to another 12 cent loan. I can not too otronsly urge th&t wo refrain 
from rapoatinc fUndamental errors , once they are revealed. othorwiao, 
I do not believe tho A;ricultural Adjustcent Administration can enduro . 

Still another alto mat be 1a the sur;geation that tho 12 cent 
loan be mads available only to tha saell producer. For our purpoaea 
a .-11 producer 7»:1 be def1:10d aa one whose Banlchead Act allotaent 
ie five bales or less . It would r.ot be pract ical , in "" opinion, to 
extend the loan to s rawers Whose a..lotcont is moro than five bales. 

Our statisticians estimate that about 800, 000 bales wou1d be 
eli gible to a 12 cant loan U' tho loan were made available to &r owers 
with o.n allotment of two bales or under . About 580, 000 of the over 
2 , 000, 000 cotton producers would be affected and around $60,000, 000 
vroul d be needed to finance the loo.n, 

Tho amount of cotton which would be affeot·ed aacenda sharply 
t.i'ter tho tv:o-bale allotcent 1e passed . It the loan were extended to 
producers whose allotment is five bales roughly betwoen 4,000,000 and 
4, 500, 000 bales 'I'IOuld bo eligible. A third of the crop might be 
accumulated by tho government on this besis . 

An extension or tho 12 cent loan privilege to slll&ll producers 
haa poss i bilities which -rrant careful consideration. Pending tnrther 
atucly, hao'ever , I J:lal.-e no rocomc:endation but simply present the raota 
u we aee thm. 

It must be kept in mind that man,y of the l arger pr oducers or 
cotton in the South have rlU'II18 and plantations tJ-.at are heavily 
mort gaged as the result of cconomio conditione since tho War . Those 
w1 thout tho scope of the loan might feel keenl y tho. t they had been 
di scriminated against . 

l'he motive of the proposal to limit the I2 cont loan to amall 
produoere is sound and cCIIIDendt.ble , But due to " "" natura of the 
financial relationships between IIUiliY landlords a.nd tenants , one likely 
retul t wouli! be that not a ftiW landlords would acquire large blooka ot 
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conrDIIIIllt 110ney under the JWDes or their au.ll t enmta ar.d ehare­
oroppera . 

To swaoar i aeo Leaving aside the proposal for a l oan to •~all 
producers only, i t appears that a 10 cent loan with an additional 

99 

payment to cooperating producers on their d~atic consumption allot­
menta in lieu or a 12 cent 1om, liQuld tend to (1) prevent an wmeceesary 
and undesirable reduction in export• and consuspt ion or Amerioan cotton, 
( 2) reduoe potential losaes to t he &oftrnment on additional accWIIIlla­
t iona of loan ootton, ( :5 ) protect grower•' inco,..,, (4) pre.,..nt to m 
extent the adnnt ate foreign growero liQuld &a in at the expenae or our 
growers , and (5) put tho government in a s tronger polition to deal 
effectively with tho cotton adjuatmont program and price s ituation in 
the fall or 19:56 and t hereafter than i t will be if burdonod by tho 
additional atocka that it may accumulate under a 12 cent loan thi a year . 

Sincerely yours, 
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C.Orfta1'7 or the , ,.......,. • 

DMr 111r. s--.,., 
.a. bi"Ut- or .... or tbo priDoipal ra.ton ..Uoh 

bno attoot>od ootton pr iooo MAS M.l'btln&• ainoo llaroh, l ilA, 
..-.y o14 )'011& 1a 'GIIdorato""'•& our poa1t1GD .., t bo c-ocliv 
CN<li t corpottti Clll ootton 1oaa. 

SWW7 of g • M t at!pt 1p !PO t;w D 'De 

'fbo wor U out rG"tor or AMr iotlll ootton on Aupat 1, 11111, 
• • 11, 688 , 000 tho lumdN d pound bol o• u oo~~pore4 t o the nonal 
O&r'7'"WOI' ot bettloon • , ooo, coo MAS 6,000, 000 boloa, 'l'be pr 1oo 
por l id poUD4 or oottCIIl,.. a r oun4 aiz oent a u OOII(l&rod to u 
O"YOI'OfiO or botsnn 16 all4 10 oeta d Doo tho lfor eD4 o b1r;ll ot 
36. & . ... t . 1a 19111. 

At tho t iM tho .l¢ooal~ Adjuat..Dt .lot booeM offootbo, 
an WN-u:r Ilea~ orop •o 1ll proepoot MAS • - r £0807 n.p ,.. 
toltoa 1a p1CN1ll& undw approa.iatol)' 10 , eoo, ooo &oNo wbioh - u 
lan ;rtol4..t 1ll tbo ... 1r;llborlloo4 or . , 1100, 000 bal.ea or oottCIIlo 

Snit oo, o orop ot lJ, OtT,OOO bolo•-. ~noes oD4 tbo 
prioo or oottCIIl 111 the oul,:r tall or 11113 wa 1- tMD II .....te per 
pOQD4 Clll tbe ra-. 

Pro~-;,ol1ooot1at'Mt1ca ud. t bo toaliDl! - tbo port or 
~t or r t oiola that • 1- or 10 -• por pOIID4 wa --
10&117 ao\1114 , pr 1llo1pall:r booouoo or prodlaotlca o..tro1, loa to 
t he 10 _ , 1-. tll1ll wa applloulo • tho ootte prodllood aa 
tho .,.l ...sar :.-or, 11113. 

'fbo prioo ot ootte rooo etoo41l.:r dlar1.Jic 1911 an4 the rajor 
ponl• or 111M. Ja -qu-, rolat1"9017 11'"- ootta ...-tatoa 
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u a reeult ot the 10 oent loc, the lou belnc tar - ll&h belw 
thot .... ~ prlee to peral.t thot troe 110-t ot thot etaplo bo"' 
hotre ancl abrod. 

B)< Aasuet 1, liM, thot -rlcl o~ ot '-rioaD oottoa, 
u a ro ... u ot the oottoa ..SjWitMllt prosr- aD4 othotr taetore, M4 
beea re«uoed to l o ,u.,ooo baloe. b .pot prioe or oottoa ._. .., ... 
than U otorte aD4 ••u..t•• - tllat the oari')"""ftr u ot .&ucuet 1 , 
19$&, ~ be oouiclerab:J. :J.n than 8,000, 000 bal.••· 

1'hMe taotore hcl to an inoreaM i n tho loan on ootton troa 
10 otorte to U oenta . fhot oond1 t1one oxtr-11 fa"tVrablit to the 
prolluoer ,.. ... continued. fho gJ"CIWU' took 110 rhk wbatoftr •• etoocl 
to sain by tho aaount t hat t ho pr ioe ot ootton 1noreue4 aboft the 
loan T&lue. 

I t 11 true tlw.t op to thh t i.M, thot 10 aD4 l Z oent oott.a 
1- haw prowcl ot Ya111o to -..noaa oottoa pro4ueere. flwT ,..r• 
juetiriable a• -rsezuo7 .... uree <lllrlnc t he perlocl before thot eoo~o 
renTal M4 -.n.Ueetecl iteolt ln 4- 114 tor ootto:D. In t hh periocl, 
the 1- reeul tecl ln an inoreue in tana lnoca1 Whioh ooulcl not haw 
been bro\l&ht about. in M1 other~· ru. etatoMDt, '-'"r• 1e -­
oeJ'Ded aot with ,..t j •t1fioat1on but with tho future ooDHq-Me 1t 
thot 12 oent loan ptlioy 1• oont1naecl. 

Ontanrable 4owl o,..,.te reeul tlnc troa tho U oent leu 4urins 
t he oottca year wtd.oh eJI4e4 .&up.t 1 , 18111, haft oomlneed ottioiale 
of tlla ~leipart~Mnt ot AgicnJlture, the Agrloultural J.cljuet.nt , ... ,.t. 
etraticm, the c 41\)' CroUt Corperatioc IUI4 other ac-etee lnwlw4 
thd a nteu10D or the 1Z oent lou to ~P17 to the G'op proclueed 
41ll'1Dc the oalondar year , 19115, woul4 be ub-17 ..-:lee both fma an 
ooo~o ancl a polltioal et culpoint. 

On Allplet 1, 19116, .pot oottoa oowred b)" outetan4ln& COftrD• 
ment loan• oxoH4111& aarlo:ot Yilue -unt•cl t o 11 , 0611 ,869 bel••• Loau 
ot U 0«1t• a pollll4 on 11 1068 , 8'9 bale• of ootton roproeent IIOJ'O thAil 
$!00,000,000. I t tho loan h..s been helcl at 10 octo a yoar ap, tho 
total of nt.tenASJII leuu woul4 be tar Deller tbc1 1t h • 

.:.._with 'lhe loa, tho priM ot epot ootton deoUnocl bel• U 
oezrh 4ur1J1c the oottoc _._ wbl.eh efMcl bp.t 1. It llae n uetuated 
reeat17 at a priM be tuna tot aD4 ut Mllte. 

I a rt• ot preemli: Mll41tiou aD4 orep pi'NpHte, all WJ.oaUOD• 
..,.. t!IM • eztous- ot tho loaa -u reeult in tile - t illu4 blor .... o 
1n tt. -= ot ootton oowrecl b)" fo.....U loau. &zl;r tore .... t u to 

Regraded Unclassified 



-.-
tM -=t or n.n:tual aoo.Uatt.oo .,uu 'be 1a tN •tare ot a 
p u ""' U h uot waU.bly that the p-...~t aifi,bt 'be&111 the 
oezt ootto11 par witt\ loau uo.-«iDC aarb1> ftlue o~&tltan41ag n 
8, 000,000 balM or 00~11. 

Eoaaoaio 4bac!'ft.z!t!e! or u oeat 1-. 
liM")' a441t1o,.. to etoou of lou oottoD 1a thAI 11114-11111 

oot ton 7"r l a only ono ~ the ralfioationa ot tho loon polio;y that 
,_. oauao4 appNhMalOII, Aa011r; other orr oota or tho U-oent loaD aro• 

1 . I t cJou'btlo .. oaatr!.blrto4 to eo• utont to t"- ... lillll ot 
Aaor!.OOil oo~on export. wbloh totalo4 ollly •.eoo.ooo 'belH 1a thAI 
11114-1916 ootton year aa 0011p&N4 to norw.al uporta or qpro:n..toly 
8, 000 ,000 balM. t'bo loc 1noroaoo4 thAI nol'dl prioo diap&r!.ty boWo• 
Aaor!.oe 8114 tor o1cn &I'OIItha• A lltatietloal allalyna lndioatoo that 
about 1 , 000.000 bal .. or t ho bo..-.. 1n export. 'IM>f 'be attrlbotocl to 
t ho oUoota or tho lou. It taba olll:r a all&ht diaparit:r 't.ota llll 
Azler!.oan an4 torolcn prio .. to poDall&o thAI A.or!.oe tanoor 1n tho export II&J'at. 

I , \'Ito l oon o0Dtl'lbu.to4 to t ho dMl lne 1n worlcl -....pt1ooa 
of AMr1ou ootton. COMIIOption of '-erloon otoplo deo..-..4 about l ,fOO.ooo baloa 4urln& tN paet •-n, while oonetaptlon of to relc;n 
r;rowthe 1nonaao4 about l , f OO ,000 'beloa, 

a. t'bo lo& at11Nlato4 tol"'1 p pro«uotioo tor tho 11115-llle ootto11 aoaaOIIo 

fho l!uroau ot .l¢oulturaJ. Eoonoadoa roporta that tho 18!5-1111 
aor.age abroo4 .,uld not haft 1noreaoo4 bt.4 tN prt.oo of A.er!.oan eott011 
'bellll 10 •-ta por polm4 during the put •-n. Lo .. or toroip> •ruta la a oouroo of ooDtlDIIM attaolt on tho Adallllatratioo, 'tho adat.Mo 
of t bo loan oanooala the f\md• tal o-•• ot dool lno ln o.>r tonlp 
t N4o aDil pl• lnto tho bt.oda of tha poUtio&l Ol'POJI.U of t ho 
A4aln1atrat1 on, 

f. Tho loan ooDtributo4 iowar4 tho natl'iot1on ot purobt.aoo by 
dOMatie llillo 'booauao i t 41.atortocl rolatioiiAibipa bote- apot pr1-0D4 tuturoo pr!.oM ucl bote .,. n.rtoua .oatlw ln t ha tutu,... -.-Iotta, 
and l!ltorlaro4 with .... .,., to proteot nomal II&DIItaoturlnc oporati-. 

6. t'bo pTOI'Il.-t tuoo a l oaa, not ollly 011 t hAI priaoipal of 
t ha 1- -.ct. but t'be ~ obt.rpo 011 the ootton aro -ftlllc at 
tho rate o t h . 'POO•OOO ,... -th. 

a. t'bo l oan '-&1 o-...r tho a lol'bt ao a pr!.M-cliatortlnc 
tlotor. - tbeu-" tbe IJI'ftn.mt bad plo4&H lt"lt 11ot to o&ll tho 
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1Nu at aut .nu .,_r hbi'WIJ7 1, 11111. lA &Uit:l• .._ i t a 
~teet• .,... tilt .,.t •• f\1\lana ...,.lrfto, t1w ......_ 1a a prho 
'-lJreodac btl- bonuo tbe -... tMh lt ~l:t _, -
1de tn4e •'--1•. 

' • 11M to co-wnt 111141~~&• ot nqlo lioactllo tHa f/1" 
.._ 1• Jd.Ct!lhc, neoa ot oo~ ot 4oall"ab~ t...UttN b tbt .__.. 

ot ••• -•'-'- - IP pJ"O•et.hc • lJ'NOot'b~ wt•• • llvbc 
ru-' -'M tbtro a... 1loOII b q•nt ropol'b that oot'- Mn'-b 
ha'fO b.-~ to retw.oo or4oro beMa• tbeJ wro ~lo to o'IIW.Sa 
thll .-llUM of ........... int. Looa thaD 1,000,000 balM of tile 
e.ooo.ooo w .. of -.n- oot toea MI'J'T- 011 Aupn 1 -. 1a 
.... ot •la. 

PoUt1 .. 1 cnsrp1 of ! ..n 1e. 

Owr a •Dal4vab1a porlo4, -~o IUI4 poUtloal -.t..,..U_ 
- ot -•v o1Mol:t pu'&Uo1r that 1o tf tbt7 - ooval. Ia tM 
lOIIC na, ooa4 ou.._coo 1o pH po11Uoa. 2'be 111"-M poUtl.-1 
U~ ot tilt Jl -' 1- tlr o..-.1p ito t ... lr&J'T poUUoal 
~. 

tho ...,_iallrat:lon Will .oe tbe ...,.rt of tbt Ieath •• ..,.. 
1a 1tlt ~ at Jl'•••t• fbi co- t - llab a u - t 1MB • 
thll 1•1 oot'\ea ..... With polltloal &A-Wop aalT if it to JNporo4 
to -- ....... u .... '- • TMI' -.. - tho 1118 ...... 

lf U -'• U 11ao4 • tM 11M .-1tae ....,_r --
tbe 1111 .,..,, porllllfo-tbt p'fOr-t peba'bl:f w1U haw a ... h a l&rp 

latw? • t b -~. IUI4 oo -h eettoa • lto ~. tbtt tbt 1- w111 
bu 1 tbt ·- ld.d of a pa11t1.-1 UabillV t llat UM Potaftl hna 
Beare' o oe•toB _, ,.,_t 1- taU I II b)' ...,..,_, tunf4 llllt "- be 
1a1*· • 

PeliUeal ,., ....... d- ln tilt Swtll 1a 11111 -u 'bo b'-
11, .. ln u•, tbe .. ,.. 1rt apia twl• abea14 'bo foroo4 b)' 
po'bUo -ts..at apl111t a tJ uuDCou to4oNl b'f0o111n11 b owttoa 
ioo eba '1• l to 1- pollq aDl let tho pd ao ~· 'lbo o1MiooNl 
wM8 of Ooorpa ...a Lwloi&M al- Jd.pt 'bo 4oob1'f0 1a a 11111"4 foladllk 

c 'P• !llo oottoea procna Ilea 'booa ••at1et 1a hMil natlea )J­
o.--r f•'='P .- ,_._, t.e.c. 'botll ot 1dlaa -. aotl'fOl:f lfP••• 
tM •+r• .. tnnU• _. JOU'• .t. 'bl 1 "- 1a t.,. oot'- Jl'iCOW a1C}It 
.-lola t> J M wb both •'"" ~ tHa t.,. A+r.l..a1nnt101lo 

It 1o ?la'lao tb&t & pollq whloh hwl- M 1-, or & 1-

wtaloh -111. allow oottea to - "'"17 ile wrat, .. -•• •­
ar-b1lac fer a tt. ~hlo yov. It wa14, '-""'• probabl:f lnov.ro 
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e pnM tu U.. --.,to rer 1•1 Wld.oh -.14 'be oeUat'M1JerT too "­
MJority of lleathe .. pi'M-• •' the tt.o wt.l ..S.et.H ot ,..._rablo 
p bUo Of1D1• wUl bo Yltol • 

.._ 1t the Sou\ll - 14 bo lieU b UDO poUUMlly b)- 11 .n 
1- b 1•8 Of4 1•1 'lw NOUl' oJ.MIItloro lllcht on..t ~ ~ 
b h wt.tu ~ .... ,_. 

!II.,.,.., nr• of otloor o o41Uoo ~ locSeall;t bo ol, anof 
to btorprn the' ...to of tbe ootton ~ u tbe ,_utiolt fu tile 
rae a 1 Ut~oo 'llldeh ~ pJ'MRoo. A1JooM;y _l .. rablo ,,.....,.. 
but dnwl.,.. tW loau em oon&, Hte, ~. bu'1.y c4 'llblat. 1'llo 
c-41t)' CI'Ml'b Cl:l?pefttln poimo oa\ t hat 1t loua woro -.4o a 
tho 1tu OOPD OJ'Of fi\lal too tllooo -a. Oil ~ ltM arop (811 -tl per 
W.hel) thoro -u old.ot tho probobl11t)' that tho ~Ill!)' apt 1-
~ of 111lllae of .. Uaro. Suoh loo- Will« bo -N~~e.•J.T oootJ.T 
t.... e f011Uoal u wll u ou-So polut of '1'1•. 

It tbe 11 ant 1- 1a -.Ao, protuoorw ot other 41Uoo 'lllU 
bo juatU'1o4 1D '-c!hc a11111ar h1ch loua. Sboul4 tbloo 1- Dot bl 
forthooJiln&, tbll r ro---.ut wouB. bo ·l lkoJ.T to OJIPI'OOI ltaalt et tho 
pollo. AD ost-ia or the hlp tit)' loon pollcr,r to otbor ot'OfO 
11'01114 ~octo P e -.vsnoa ooalo \1111 41..Vomo ••m•h aliA poUUoal 
OJIPOI'l-· ot the rv. 8001'4. 

Ron ' 'but boa.,.._, ace•vt \be -"11'0 e4,1u-... fNCJ"a 
1n •- bluetrlal eootioM . !ble 11 pertiolllerly tr.ao 1n ._ .,.,_. 
Wboro tho 4ool1De of tbe textllo ln..,.tly bM boa 11'1 1 nueJ.T bl-« 

"'IPPll tbe oottcm " ..... lllc t u:. 

Aaother U '-" 1-, with poealb~ ataelm ot the pelley te 
othll' a U Uoo, -14 1Do'1'1tebl7 1JrMQ1f)' .,.ntt•-..... •t. 
'*-flte of tho evinltural polloloe - 1111\ '-o4111Wl7 .. ,.,._.. 
tho~ .. --s.o poUdoo 1nwlw4 1D the loon WIN14 bea- &ler1Dcl1 
ep,.....t b the al«.t of tho pNddeDUal o..,.1&zl--too law to 1leb 
effeoti~ za .. stel ot opa. 

fbi ol..-'benooo Wbloh ..t:o e U .n loon e telllpore17 poUtloal 
uaet - tbe oli"'-telloel whloh t or .. euoh e loon to beea• e u 1 ado,. 
peUtloal u.Mllt)' latoor. Ill other wria, e •turel ploo reuftrJ 
rolSftbc the to. ot ,rtoo•fb:lll& o~otlaa ~ be~ Cl tile 
politloel "-efito ot e 1oaa wltbout _, of lta poUUoal f•vr•• 

lttoot oa 1e!! , oerltwtip ""· 

tho BUflltal Colll't probobly will pool V,Oll t.bl - tltutloaellt)' 
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or the ! nkbood Ao\ ~" the • -' W... ot ~ b o.w . ftlere 
Sa '"" dolll>~ abo~ tile nnn. 

!M w\oo• or -. ltM oleottaa allilt ....uy t:ua oa tile 
qaootioa or -.t~~ow ,uu. •won co•• to ttae "'"lte.t • tbo­llaD4 Or to the :,'+*- Court Gil the other, 1t the OOIU't IJIGQ14 pro­
o1plta11e tbla leeue b:r -•iDe dooh1ona lltfobln Bew Deal ••nne. 

U .-..ll a eUuat.loa el1Ga14 4eftlop, lt -.14 be 't'ltal to tile Adldaletrat l on to baft tile laeM ol oo.r con. !be oxlato.o or a 11 
,...t 1- • o~ 111~ Ml1tuo t he le, IM eorlov.oq, U the U Mat 
l o.n "" Rot 1a ottoot 1114 tbo Slq).- Cow1l 4oolaro4 t lw Ballli:hea4 .lot unOOIIR1tllt.1caal, tbo wbola ot Solttbel'll Auioulturo 111&" bo 
lllft&Dtl;r Q'OWio4 apllln tho c-t. But wit:ll tile 11 - t 1-, tile ••t.at.oboat.lc a1pt bo t or-.etalUJIC tbo '"r'T Naotica \~Pal 11111oll l t 
.tepe.dod. Cot:t:• prlooa wooald bo e11eta1Ded t..pol'&J'U;r tbroqb tho 
Ol'Utoh atrordod by tho loaD• The t 4l,_re .01114 bo - blo to - tho duap d- th_ , 'fhlllr I'OipalM ~t be &}l&t)Jy illlltoad ot 1a4.1c­
-t.1CIII.• 

ConMqU411oo• ot 1a..al1dat1an ot tho l.lulchead .lot. 

I t lo ont.lrol;r po .. tb:t. that tM Benkh nd loot ~ bo ... b .Nd 
UDOO.t11ut1...t botore t~ • n oott• plantS&& --· th1a liAit wu wrltton prlarUJ u a aatopr4 tor tlw ?Ol \ll'ltary pl"'t;~• 'l'bo 
toolSAI -• that tbe india-to oreato4 u tho pr1o• ~ oottee roN '><>Uld oaueo ..,.81.., or tM TOl i&Dtal')r pr..,_ to &A utent that wou.U 
-&ll lh t-na>'r• laleo• a ~i;J wu '"'l"od' 

rJ. d1tt1GIIIl i;:r or bopla& produotl01> wi'bbl """nda wi~on 
the Banldloo4 An ~d bo lntao1t1o4 lt tho U omt loaD 1e -tt.llllod• D1 otbor wordo, the pr1oo por; .wld .U. 1t ta tbe ad'nlltap ot a 
peat -...;, posan to o....SO the rennotlGilO or tbe 't'ObmW.rJ fi'Ocr-• on. pro.toaoera woul.4 bow tbo prloo ot oottaa bo.toro the orop-. 
plant.~!, ae...tRa, or -"• tba~ oontlnlllltlon or the 11 Milt loaD ln 1131 woul.4 Mb 1aporat1" i te odoneiOD 1n the 11134 oloot10D 
YM"• !'bo '*"-• a1Cbt plan .....r:r ..... u.ulo acr-. t..n' .... to 
ooU one btc orep at a poa od pr1oo to the .,ovw wt l 10 • boillc 
_....,. b;r tbe m.rlta'tll o .ubt ool lapoo. lltbollt tlw llor"'h'l'lld 
Aot, the pro! uet.lOD ..tr-.1 buto or the loaa -~ bo ,-. • 

.. okJ.ac the ~ .ut, w eoal4 Rot pt r14 or a h..-.y 
aoo •l•tiOD or r;o•• lit ooortrol lod oott• wit~ \t 1 cloue loeM• 
to tho &W••• ~. the CJ'0111V• &llll tM textt:t. ui ct•l•c 11l4uotr1oo. 

~illc Sa aind tbat the Beelrhoad Aot ~ ._., pi'Oba'tll)' bo 
bel4 ~· b)' \be~,._. CGIIIrt 1t 1o h1Pl;r ~...-- tbat all 
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posdb1e •'-Pe be ~ t.e taetw\ a t'c&nller .. lett. et "'"-· 1a .._ .. 41M11Jlw W tile la*!tee4 An pNb&ll~ •ul4 '-" & ... u.t~ bevia etten...,. ,n ... ProYltM.......,. ...,.s..ttt. er .. tt:ea 111o&lr» b F .. wMct, U.s, .. , the ptlt 1 t Wlll\ll4 be 1a a ,..tu .. to tiU'Il till• d.._tt. 1oo tts ,.uue&l ~. wtth a 4Ut _._. hm ot be1p te the !edb, ftle .lpoiCIIIlltllhl .t.djlll._. ••1nsev.t t. oeult lJIISI'UN beDSfit ~· to poowrt 1lbo oeopwat. u4 ... 17 With tbeil' ..U.Ote. !'hls ••14 ott.et 1oo a nbnaatl&l •"'-' the iNs I"'I'AltlJic t... tbs prtoe ... u-. !be oricb&l tMorJ ot the .t.aj11111Met .lst -• to .._,.4 ooopet&tlJI& en-• wltb beMtlt ~ tbd wnl4 11 II IDS&• tor t bs lvk ot partt)' prl ... 

lion ot tile ,.._...,.., or at leut a 1vp portia of it, tb&t te belllc ..,u." hr tt~e 1- - ,._ ,.uttMl ,...,...., n. ...... re _, MDp"M~ .... _.. 'm·n''nc a lMn. hoseuw, ... .t be tspmw ..... to Moept thl bt.M tor tulve. Tbs b1- wlU J'Nt "PPOl the '-'ll'e ' n u-..1 t Ac!a1D1ctr&tlcla , 

!bs U owt 1- hr \be l!f! !!'!!• 

!be UIIS oett. ..... h- Ntb&W at U,TM,OOO 'bal ... !bs •r'l• _,, .. _ ot .t.een- ""- 11 ebowt t,ooo,ooo 'b&l•, •lrhc a tet&l esU.tM MlfPl::f tor the lN&-UN -- ot appi'Osl• -•17 10,800,000 balM. ot tbla ,,.,17 "" tlllta 1,000, 000 'balM la I.Ml..a.t 1A the • liD loaa u.cl ,..a.-•· peol atMb. Ill~ I' 41\UD tht pi'MiaMra' peol hu uar~ a •tJU" bale• or tuta. • • an• • Wid.* n ... -.11 '-r .. u _,., tiiM brbc1»c t~~oe .-. .. ..m n•·•• be141Jict te ~ e,ooo,ooo bel••· !'hls lsefts ..sJ.7 u,.oo,ooo w .. ot •tree• oett.. !'111• .-ttv h -.~ ntnetat tor oow,..\UD u4 sarr')'h'fW purpoe•• dviDI "" ltll-ltN •­..a 1.t thh .-u~ h t\&rther re4uiM b)' ..tha' 11 _, 1- tbs t.Mnt.l>le nnU Will be a ....,.etiW 1A upsr\t 1114 •-u:qtiw It ..._risu. oettea u4 turthsr st lalaUoa ot pi'0411otln 11114 -....,u .. of rorelp VG'ftlle ot eo~. 

In 'fi- or ths pra-t ..... ~ tuld oe~lell OllUeolr, lt ........ tllet ·-wltbat • ,..,.~ 1-. tbs tva ,n .. ot .. ttw 4vlnc tbs lM&-lMt -- Will &fti'S&I ~ 11 • ut liDs. fhb pr1• 110111.4 brlJI& ........ ..,.. & -~~ ,.., ... .., •• ta- ,.,_ '"'- 4vbc 1MI-1Mt tbu t!la """*-~ w t111 wall«­..... or'*· 

It I.e -~1 lt • U -' 1- •ul4 ta•sMs ·--- pl"l­to psaiQun by u •• u 1 -' per ...... turba the 1MI-US8 --· .... ~.. .... 0 & '- pqehel.., b ~the •"- wlw• •• a u _, leu .-14 F'e'bu~ hew - priM nhb& otfHt 1a tbs -~ tall -'be jut u lt M 'r I 1oo • ....,.. tn- hr &tiM 11ut taU. IelWe tlills ,_ lt .....,. , twn>er, tbe 

I \ 
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f' ' tal oeaotltS.. of ...,17 .... • n o -u .._,..,._ ,.u. Ul4 lt u fi'Oloe!lb tbat •rl- would bnU: bo1w-- a Mat lYftl., .. t~ w la ............. . 

~he-' S.,On..t Jl'lM otfoot of a loP u tile ra1tiac ot -.ot prl- Ul4 - -'II ~o prt.oOJ ...,. tho •nll or tho ..,.. 4lnlult flat•=• Jl'l-. rue toroM -.~~on, aD4 111118 to tan • lou oa -~ wbllh tlloJ O&J'r7 IDIM1" botpl. u a rotult, -.hade &114 aUll -t attol"4 to bolo' eo"-t b tho 11n.1 -r, ru. w.. • s..,ort;w\ f'Mioor la tho "*nloa b eqona lut ~· IIMll a 1-,_.. to ...,.,. prl- OUlT b tho ._on, thorotoro, 1t ueo toMe to lhoolr aport• &114 --.puon, c & tile l&riOJ' ttoolao at tho 1114 of tho uaa• ,_.to ..,.._, prl-. 
It 11 4lttl101lt to Ntt.te tho tu-'1'7 of eottoa ht atpt 'bo ..... to tho holtbp ...,. l!lfWi t ~ 1t .. u - · 1-- ... bto otfltot thh JWU• It 11 ,_.l.bll that btl' I& 1,000, 000 Ul4 1,000,000 ~- - 14 b t a4414 to tile COfti t ho14Up Ul4 wor14 --vts- ot '-S.M.il OCittell ai&ht btl ro4\Mo4 bJ' "' -h u 1,000,000 to 1,600,000 balM 'bolft 1rhat 1t woul4 bo witllout a 1-. 
lt h ..tirol7 JOII1bll tbat bJ' tho OD.4 of tho ltii• UI4 --tho Moolt of '""' 'Jt ,_ Jl onMil wul4 'bo lll thl M1pbenul ot a,ooo,ooo to t,ooo,ooe ~. 
u 11 -..l>VII1 tbat .,., pr~41an1Ja. -trol tJ"'CC''a lll 1114 01111J on..t -.. eftMt of thole u~atod a-.pllot, aD4 tbont-1t 11 pi"'bab1o t!Wit a low b 1tl4 -14 btl ., .. ,...,. to pnuwt a "" Olrl- ~- 4MUDI at that tiM. lly thJ 'boc4nhl& ot thl 1114-ltiT 01tMa ,.ar tlle -~-lieU w1U ..t tho ~~~~- t ~ 16 ..... per ...... lao1.tbc OU'I')'illc OOitt. Oa tho • • ooo.ooo 'ba10I of .,n. Ul4 ,...,._ f or wbloh thJ to-wt ftal4 'bo &010watab1o, tlloroforo, 1t •'1114 bon a potatlal 1o .. of UO,OOO,OOO for -h Mat t bat tho prl01 .t wMoh th11 ootton ooul4 bo 11fjlli&ito4 w.. bolw U ... ,... pout • 

.l p!!!1J.1At al1!t!-'1n. 

v..w •• o11'o-'-· u 11 .. ..-w tt t1a1 - . .. c a1-..un to -~ • of tho 11 0111t to-. Oat altonatln ~4 bo a 10 Olllt low, 1.,t \14 '117 11611U..t filii " tJ OlliMa ,..._ .__, "- taat _.. &'Y&llabll omt.r tl11 =•· \1 to till 1p'iollltUJ'U .l4juat.a.t '-'• 

fho "- > qt to tho A4jlil • t .ln • ,. h wllloh bu --- atnthl '117 ~h 1MI 111 of~· .......a 10 P••=t of tho ,.,, ......... ldo a 1Jht&1 ta4 width---" AffiOilla\o}T ••.ooo,ooe tw ta. JI'OI=' tlJoa1 ,.u. 
!hit fa4 1J &'1'&11abie to • (1 ) -.....tho IJIII""'la Of IICJ"lnltwoal 1 l1tl01 ............. 'b)o N t8Nl ..tlloU, laolu.Uil& •,., "'* " p.U 11r1 la 1 atlea wUh tho ,......ns- of tllot part ot _, IICJ"lnltwal I U'Q- requ1ro4 tw o 1U1 IV qU•• o 
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A tr"'lllll 11u '11.- .... that tM ree.ansa ot tt. 1- to 10 MDI be •• U ntH by .u!U-.1 ~o ot 1 Met a ...... or peodbl:T .u'O • -.. ,... Ott ~- p na • • -. -.t.u il .... tw 11 nio IUISQ"-• 

the -.e -• ot ....... tv ••••Uo .....,u. u CfpiiO '-«17 to ••••• ot pt'MitotS. tor tJ. 1 .... 1tul pertH. 1111o h a..tpfte4 u tllo I 1•1o &llo-.e.t b)' the Acr1111111.1r&l U,IW' • "'•tnteW.tl.al. be A~1011l _. tllo ~ ot Acriftl .... han ,._ ftpno • tM ._oUo allo-..rt: ot .....,. p nw • 1o na,..atbc 1a tllo ....... 114j •o1 t P"UU• fhu, lt"lo tt.. W'&lt be- 1a enlYbl at tile aoat ._o .aoh preduMP 11 tllo 11441t10B01 ...., t h INiAM 11J10111• 

I • bol~ to bell- tllllb tblo ouppl-Dt to a 10 oat oottOill 1- 110ul4 prerl .. a worb.b1o eollftlon of OIU' pi'Obl•• 

r11r nallflo, tM cr,..,._ ~ reeelw u.n tao,ooo,ooo 
114dlt1011lol 11 a --• ....,_. 1o '"14H ,._, teo,ooo,ooo u .. ~· ot ........... JOGDII h ~ feulble. 0.. ........ fOiat ....... 111lth ..... .ui"-1,.., ... - tot.l t.a... .. .,.,..,. proh-. 1a 11• ••ld bo appl!!OldatolJ' • _.., • U1 -.1lll be u &11 tllo .. ,. - pl&M4 ......... 11 ... 1- OJ' 1t ~- ,_ prlMwn~atU ...... 

A 11 oeat ~. u bu b.- pot.at.4 ou~, 'llhl4 aot u a prlM pes for the 1111 • ..,. ttp41M M4o b)' Dep&rtllont 1-'.eto laU• oat. the~ tile r.MYal of tbh pee 11111 rewU t.a ••=• tua prl­tor tile 11• ..., ot a a 5 U or Ut ..-... 

• ,..t. .. ., ul ..-. • JIOWl4, u .......... • • .,...,, rep ..... a 41ai111aJ.t u.- ot &Mia' IIO,ooo,ooo, a pnM fit u ..-. • aut• a1 1 flf crF • '-toe~ teo,ooo,ooo. 
,__.,. -•· a larp ,.nt.• ot tb1o 114tlt1P&l ,._. •..t« p to ·~· •••n1•• Ol1l4 nt.r t • • .... euu--. .._ 1_. m • ,...u.. of .._ .. ~ o...,, ttuo * teMt.pt Ol1l4 -11 ..... 

ln tllo M t u tllof ,_.. 1A tl» -·· 

...... =--.:-o~·~....::..:=:,~·==~-
1 bell ... al8o that tht .-u.-t• of a :ao -' loa wlt.ll 
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11441Uow M 1 .,. -u p tv -.-.. ~ ~~~~~ " naus l ou.,_.. ,... ••• lll&lt' fM1 u -"*' • eat 1-. 1a ,.t hnll­-'"1 oa ~ 1111 • ...,. 'lho c-1 ot •be .&.vl.Uhl'lll. .t4jvn..~ .tot h • tall' ---- 'fal• ,. .............. -crt•ll»val uu... !a I Mw ..U, \he 1ocioal - 1lo fiU"'U le ._ .U.W tile Jri .. 11o ...tr 1Y aaWn1 lwel .... to 1 .. 1-te pna.&oan with 11441~-1 b-tit J1Q I ~~ . 

na flu I law oaUt.t lal IMrt-''1&• 11M taulte tra • o,_,o n·-s,.sn "' la 111r ""'"'• U h WWtelT to k ,rohla .. ~ aa.rtMI' 11 .... ,_, I - on w. on "' 'lll'lf thd .. retrUa r... r...-Ulle ~ onwe, - tM)' an ...-lo«. ~bti'W1 .. , I 4o ~ Mlt..w ~ Avloul~ 1.4~ 16=1nJ.IItrad:ieR - 1 'N• 

I\U1 u.tbt• albonodolto h tllo tuqoat10D t"" t ho 111 -.t 10011 bo -~ a...Uulo cml)' to tho 1111111 pl'0411oor. ru olll' JIGl'PNN a 1111111 pPaLIIa""...,. be •tt.Dea ae oue 11bo10 ~114 Aft allot ~ 1a tiw bal" •• looa, Iii ~4 DOt be praotloal, ln '11/1 Oflalon, to on-4 '"-~ -. r.nun WilMa ll.lcrta.t 11 110ro t~ tift W.O. 

0v natlnioiAM ont..te t.hd u.wt aoo, ooo bah• w1114 be tlipbll to & U -~ loaD 1t t ... lMD WW. lla4a nailablo to &I I I 8 with 1m au.-.t ot '"bal• OJ" II.Ddllr • .l'bod 1180,000 o~ tbt ..-1, 0f00000 owtbOR prat I ' I wuld bt at~ol &114 aNIIJI4 t llO, OOO,OOO _,, 'bo nullt·to tiull" thl loan • • 
1M 1111 &d: of aot-. 'llbloh -w bo atttetM ae-41 alarplT atteP tho t::; balo allot..Dt h puae4, It the lou-.~._ prod' Tl I ....... ~ 1a ftft balM I'Oilpl)' bwtu II t 1000, 000 ml 4 0 000,000 W w -.al4 bw dlpblo, A thl.r4 of tbt o:rop alP' bo •• Wlla'-4 by tbt CO'"' rt • t bla 'bade • 

.a. _.., al• ot tile U ..n 1-. prhU~ to ~1 proe­lwl powibUt.u .. wtd.oh ....,. .. ouetw. o.Utoratlon. P•Uq tlu'\MI' ,...,., lwEh¥J'1 l--- PSI m6=tlu !Jilt IIUpl)' ..... tile fUte .. ,.._...._ 
It-' be~ ta 'ldlll4 that~ o~ t ho l arpr ,...., ura o~ .. ,,_ t.a t11o ~ hMe tvzz1 11M plaartatlou "- - ~ _. k , .... tile t'IOillt ot uma1d • ...Utlone at.aca t'bt w_., fiiHe wt.thnt ~ _,. of -. 1MD -.icb' t .. l ~ t~ ''-7 Ia& ~ U.or'.t ... aptnet. 

lb. -'l'ft ot tM FZJ a1 to l W t tlloU__.l_ ._ ..U ,...._. 1a ...a ellA I blo. ht taw ._ t'- -~ ftlf -. tta.e1al ra1ad-blpa bob sa .,.... lu4l.n. ul '-'•• - lUDtlT ~' .. tllll " Ulld •t • tw ,..., .... _,. ....-ua tuca bloeb ot 
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p- t...., ..eu ~-- ct~Wr -.11 tr .. _. • .,.._ ......... 
tc s lwo '-'9bl& ul .. irM JrSII el 1W a 1.- • ..U pit I I~. lt Ill---~ &10 .-t t.&wl~ W ... ~ 

A ' .. I SOli aU .. .--- W IIMlr 'r U"t I q"w .n ... 
..... Ia U.. ct a 11-' S.., -U ""::. ':J!l_:rcs I W IFIIM I _, wn'rstft~ rat rla Ia en1 •• -' et 'ar lwa cct' o , (I) •• lire ,., 11• 1 lee sse • * p- ' w ..,. .... s• u ,,_ ._ ct 1.- •" , ( I ) pek:A pr as• lnr a, ( 6) pur s tie w 
N' n' ..... (WI ... f 11 ... pe WI -.lit pia P * M i If f/1 -
passe, .- I ) ,.. ... p- • &a • "' a .-&"- • 1s111 .u. .. ,wi.J' 11Uk tile wttw ...,_, • '""* uA ,.sw eUwUw Ia ... r.ll f/1 USJ ul tt l W.~ t1lla It 1llU-. U 1M' II"" .. 
SIMl"-1 etc I 1 *' 111 -ucr 11 we \Me ...,. a 11 .... t.a ..SU ,.w. 

It• ••17 '""· 

........ ,. 
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August 20, 1935 

1A£j!40RANDU)J FOR THE PRESIDENT: 

recoiDillend 
lector ot 
follows: 

The specific reasons why I am unwilling to 
the appointment ot ur. u. lmmpton llagrudar as Col­
Internal Revenue tor the Baltimore District are as 

1 0:] 

1. In 1929, he received, as legislative agent ot clients 
the sum ot $2500.00 trom the Southern Uaryland Agricultural ' 
Association tor services and expanses in opposing and defeating 
the anti- racetrack bill in the U&ryland Legislature; the sum ot 
$13,300 . 00 trom the Maryland trust companies tor services in 
procuring the passage ot an amendment limiting the ttu on gross 
receipts as a pplied to the banking business ot trust companies 
in Uaryland, and the sum ot $1,000 trom the Susquehanna Power 
Company tor services 1n opposing the Squire bill in the Senate 
ot the lolaryland Legislature, making a tot.al ot $17,000.00. Ot 
this amount, he r eported the disbursement to twenty- three 
employees ot a total ot $7,450. 00, but, on inquiry by revenue 
agents, refused to divulge the persona to whom this money was 
disbursed, or the specific services rendered by such persons. 

2. In October, 1930, and August, 1933, he made unexplained 
bank deposits ot $10,850 . 00, and inquiry by revenue agents as to 
the source ot these deposits elicited the claim that "This is 
evidently a cash deposit of funds taken trom my safe depos it box 
in the Riggs National Bank, where I deposited, from time to time 
over a period, sums in cash." The explanation made is unsatis­
factory to me , not only because of 1ts intangible characteristics, 
but because of the further fact thAt during the peri od of several 
years ending 1n 1929, he showed receipts of some $50, 000.00 from 
ol1ents tor services, and expenses aa legislative agent, whereas 
after that date, his reports do not disclose any such reoeip;s. 
It was about that time that an investigation of Ur. Uagruder a 
income tax returns was made, which resulted 1n the disallowance of 
claims tor deduction of various legislative expenses. 

The investigation of Mr. Uagruder's fitness for 
t I t rnal Revenue disclosed several appointment as Collector 0 n e t r than those mentioned 

other matters leas t~~~e tn ~=r~:o: of availability tor this 
above, but tending to i t~a iact that he cla1Ced to have had position. Among them s e 
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dealtnga on only three occasions with Ji~ LaFontaine, who operated a gambli ng establishment in Prince Georges County tor many years, in open v1olation ot law: F1rst, to defend him on a gambling oharge; Second, to represent some o! LaFontaine's employee; and Third, to prepa.re a deed tor t he transfer o! real estate. The r ecor ds disclose t hat subsequent to the cccaeions mentioned, Ur. W&gruder sold t o LaFontaine ten thousand dollars worth ot bonds i .n t he Capitol Cemetery Company, ot whioh he was President, and collected five per oent commission. As a further indication o! the character o! the clisnts solicited by Ur. Uagruder in the sale ot the bonds ot his cemetery company, the records disclose that he also sold $22,500. 00 worth o! these bonds to a ur. Edward L. uahoney, ot Prince Georges County, a saloon-keeper ot Prince Georges County prior to Pro~ibition, and who atter Prohibition, was f i nanciallY interested in the operations ot ~ne Joseph Kelly (deceased), who was a notorious bootlegger and smuggler o! Baltimore, Maryland. 

(Signed) Henry uorgent hau, J r . 

Secretary o! t he Treasury. 

(signed) 
Guy T. Helver1ng 

Elmer L. Irey. 
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lO t 

fleoUoa 31 fll ll. R, 86tl u IICI"H4 ~~~ liT tU Gtuw alii 

l!ouaa co~on• pro'f14N u •proprt.dtoa t • Mth t1acal ,.... bacl..U.. 

with t ho riaoal. ,.u •U.DII 1I1M 110 , 1 ~G ttl •• ~• a 10u.l w a()Jl 

fll tho srcaa ""lJih trca «uUta ell~ -.r ._ au•W. law 

4I.IJo1 111 \he pe r tal 1anuo17 l to Dall«''ber :sa. , bo11l 1rlclul ••· pr.ee&l.DII 

\ t e 'beelDulll(; ot .. ab. tiaoal. ,.ar. 

'ftlh eaot1011 1a ~&lilT o-.jeoUtaabla tor tho f'ollow1..1ia --~ 
' ( l) It aJII)roprl.atM 41 reo•J.T 1DUH4 ot wthcri al.DII ,.. awro-

prlaUoa, t b.ue dei~Tlll& to tile l'roaS4eu ; tho oppor\111111:7 ollll ~· to 

illqutro 11n0 the IMel te • •vropriiiiUoa uc1 the aubllli .. l.ta of • -

Uato to* o..neo u ., .. ,, • ._. lO- \be lllll&ft al J.eecaaU• 

t.ot; lUr:"""• it 6epr1.,.. tile A.PPl'Oprl.at tou o-tU•• ttl.._.., .. 

fll taaelr "•' to ocaoUtr 11114 paae .- \be Mo& tbr ao ap~iatll-. 

1 a) It ... a ,. __ ., 1114oti111\e ap~t•U• 1a ttren 

oppoai\ioa \ o tbo poUIII' a4ap._. liJ' \M •ftftet.nt ot tM *Po-et 

APProprtaUca Mpoal .._, ttl 1e4. • ~ tolloriac •oorpt troa ._ 

~~ ttt \M •'- 'U• ot \lie APPrOIIrlaUua a-tU• *'* >•"•l 

1a--..1ac 1a •1o ...... s-a: 
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"It 1a ataw•_. .. , ..ttur liJ' ft!UN, laP• • .,_ liJ' C..UWUeaal •t~tmtr llu IIIAT-OCIIIP 110 ._ ~- fll -.SIIASIIC tile We of poe­terit)' ._,. tile ........ ot ~ .. ...-tortl)' UU1111 1111' ane.tt.o dlllaalo troa tile r•l'lll. ~ w1tllat aall&l -.•••Uoa, apprOftl alii ...,..,1a1oa liJ' ••...UIII 0- -· It 1a tile oosti...S. fll Ulo ac-t'~ an.li~IIC a •v• wrs ....... tllat :par.aaa QPI'QIIl'iaUoaa are a notou uu,auoa alii llrlu1• fll tlla lt-"ta ot ....... O•snaMal tllat tba;r ~taaw '' »•PliiC 1a tile flltsoo of •• ~alii .. Zlt'1111loa ot Jocll:boPliiC allll -.nuw fll tile ~.,. lltipal'talllJ alee a'lltttiJIIC 1a tile ~~r O..nl' • otftH UtttnU1 0-eal troa ,.,.,_...,. ... .. ot NMlJ*• Mil -.a4ttw• (*WI 1a u..u 1a • 1Anwtsoa to auawpnn), ... r.r 1-* fll papal' -llal u .. aloe-, .._ • w.ll fll -. AWI'OPJ'1a\1os ~ .....SUMo ooaJHtul'al _... \llloOei'Wls ,...., . • 

'Dlo O~UH flartbar potato CNt tllat IPPl'DPrloUou 
ot tlala olafteblr baft "- aftile4 ot u a •au ot tbi'HloeliiC tile 

102 

riljlt of •* C:nsr•• to ,. .. 1q10e tba qprcprlat1oa Deello ot ur Jll'OJeot 
or ll...tielu,o fll •ta fa'flllriM 4mM, c4 'bat b7 tba uao ot .._ •• 
4-. ot tu '!ftUWJ' are 111ft 1f14o ~to a4alalatftUft alltboriUN M 
&QOD4 -~~ _, ......... .., .... ·--17 ..... Oollcn•• \lpCIII 
1'1111 nfa\ift fll SW 4ulJ -tia11t.t o.-.tMM la aR7 ftM pa .. ia& 
olt!IOI' ...- \~ el-.t ot 1IHI w 1'11'flow11111 tba poUolH or pupo- of 
tllo• ollup4 nUl til& a~o\ftUoa •4 •••4Uila of Oovw t 

(I) It p~- -.U7 at .. 4Sopooal ot a lllSI)A laU'fSAIIIaal 
• aua re•st• llotwa •»= ••WJ' tto,oao,ooo tor •• t1oeal 'J'WI' 11M 
aDA u l!Mew••w - s.s alloeq•• ,.are •sa. l .f ar ano. I'OHlJ'o 
........ u _. u tlaq •• s.s ltlf, cu -·• to 1110,000,000, to 11o 
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• s«-.4'14 lit' JW1 1a\ 1\IDil U., Ia Mlllh SF M4 

Ia IUOh IUIOUDU1 u he ~ ~. tb1a 1e a 

del-sa\lon ot pn• &D4 a~at.21oz'lt.J WS.tb a .,..., •1 

lt. .._l .. t.ba Prea14ellt. ~ authorlt.,J wt.s.e•er owv 

\te ~, ...... ot ...... ot ~ \D tbt open.. 

UoD fd &D euout.lYa ~. 

<•> n pi'OYldet tor tht elq)tftdlt.ul'e -"7 

ttJr u ~ •••oer ot 7eel!'e o: larGe -

ot .-q ws..,_. ~ Pl"'T1aloa C.teftr be1af3 .a. 
tor ra1al.D8 t.he ftftlll&e wlt.h whloh to tlnanoe .a* 

e aEUtt.wna. 'l'bel'e 1a a \ot..l lee* ot OOCH'diD&t.loD 

•••• t.he tuD4a t.ba\ are .au aw.Ueb~ and t.ba pUl"oo 

, .... t«" .,oh .._,.,.. nqW.red. 

( IS) I\ JII'C"i&le t«-~\\ul"'tt ~ Oilll.,_. 
plat.ect 111 \be •"'s•t. •nlM* tor ta.. tl.eoal ,_, 

,.., .... u .. •Ml"lalll' eM to t.he annaa1 • ..,......,_ 

wne t«" eeoh rear ~. 

( O) ft,e \ba'M pui'POMI ttJr lb1ab t.he t-' 

~be UM4 · ···-' . ... a&1"1cN1WI'al a14 P"l'tr 
ot IIUIIIa tlaN'I•n• •• to Ju\U'7 .-....u.,. cWia\e 

.ad OODt\deraU.OO Ia nlaUOD to t.ba Phi 111DC peUcr. 
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(hbl &a 9j ~ 0;-J 
ADI C011111111Cl, 10811 /f"hr ,C)j "' "'10! 

IUCRAIWI lAID fiAT 11 TIE COYIIIIKII IIIII TO IIAO: VDAT MD eotat \ 

IT WOULD IAYI TO IIAII AHAIICII .. IUCI OTIIU COMIODITIES AS ~ \ 

HOCS, liCE, ' Jl.AI, BAILlY, lft1 DAllY PIODUCTS, TOBACCO Alii ~ 

M1'&'fiOts AID TH.U VOULD NEAl A COST or 12
1
000,000

1
000 01 •uTK AU 

IOIAL aa,ooo,eoo,ooo.• 

•vHJ:II AU H COliC TO ;IT THAT "Oittyt COTTON IS ALIEADY COSTIIC TH1 

I~ 1/1 CElTS A POUID AND TIE CAIIYIIC CHAICES fOR STORACE 

IICIIASIUC: FIOM ., TO 16 PER BALE A 'RAt,• BUCHANAN SAID. 

S/ 26--JilUU 
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lOt ADD CONFERENCE HOUSE 

BUCHA NAN SAID THAT HI WOULD HAVE THE DEFICIENCY BILL IIFilRED TO HIS 
COMMITTEE IF POSSIBLE AND THIN INVISTHiATI THE INTIRE SITUATION. 

"I DO NOT THINK THAT FAILURE TO ACT IMMEDIATELY ON THE BILL WOULD 
THE SOCIAL SECURITY PRO~RA"• VI HAVE SUFFICIENT MONEY TO 

C~RRY OUT THE PROVISIONS IN THE BILL,• HI SAID. 
HI EXPRESSED BELIEF THAT THIS ACTION WOULD ~IVI CON,RESS A 

•cH~NCE TO STUDY THE SITU~TION• SO THAT REPORTS COULD BE MADE NEXT 
~SSION AND MI~HT RESULT IN STRIN,THININ~ THE ORI~INAL SOCIAL 
SECURITY PRO,RAM. 

"I STILL AM AS STEADFASTLY OPPOSED TO THE WHEAT AND COTTON LOANS,• 

BYRNS ALSO INDICATED THE DI~ICIENCY B~LL1 NOV BOOSTED TO A 
0001 000 MEASURE BY THE ~£NATE'S LOANS AMENDMENTS, WOULD BE 

ED TO THE APPROPRIATION~ COMMITTEE. HOWEVER, IF THE SENATE ASKS 
RETURN OF THE BILL SO IT MAY. CONSIDER CHANGES, BYRNS PREDICTED THE 

WOULD LET THE BILL ~0 BACK. 

THAT IT MIGHT COST AS MUCH AS $1,000,000,000 TO 
1/2 CENTS A POUND WHEAT AND 12 CENT COTTON LOAN PROVISIONS 

8/26--N 1138P 
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ADD CONFERENCE, HOUSE 

•AND IF THEY GIVE ALL FARMERS THE SAME KIND OF DEAL SO ALL MAJOR 

COMMODITIES WOULD BI IFFICTID, IT WOULD COST $2
1
000,000,000, • HE 

• DOES THE PRESIDENT AGREE?• HE VAS ASKED, 

•NOT ONLY THE PRESIDENT BUT EVERY BODY WHO KNOWS ANYTHING ABOUT 
SITUATION, 

•IT WOULD RU IN COTTON PRODUCTION IN THE SOUTH TO GIVE 12 CEN~ 

BECAUSE THAT IS ABOVE THE WORLD PRICE,• 

SAID THE COTTON POLICY HAS ALREADY • PRACTICALLY SPOILED THE 

•v••~u EXPORT-MARKET AND THAT Y.HE RESULT HAS BEEN TO PILI UP 

OOO, OOO ,BALES BY THE GOVERNMENT, 

•THIS WOULD INCREASE BY , , 0001 000 BALES ANNUALLY,• HE WARNED, • AND 

T HOPE WOULD THERE BE FOR THI COTTON FARMER?• 

liE SA ID THAT ALTHOUGH HE PREVIOUSLY ESTIMATED THE COTTON AND WHEAT 

PROVISIONS WOULD BE $3931 0001000 ANNUALLY, A RECHECK SHOWED THAT 

Y WOULD AMOUNT TO A MINIMUM OF ·$1001 0001 000 AND A MAXIMUM OF 

,ooo,ooo,ooo. 
8/26--N 1111 1A 
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108 ADD CONF£R£NC£, HOUSE 

SPEAKER BYRNS INDICATED THAT HE. VAS BACKI~G BUCHANAN •To TH£ LIMIT,• 
•wHATEVER BUCH WANTS ~'H FOR,• SAID, BYRNS, 

•wt AR£ READY TO ADJOURN RIGHT NOV,• SAID BYRNS, •IT IS UP TO TH£ 

HAPPENS ON THE D£FICICI£NCY BILL, NOT UP TO US,• 
BUCHANAN POINTED OUT T~AT TH£ GOVERNMENT HAS TH£ POWER TO THROW TH£ 

PRESENT S 1 0001 000 BALIS ON TH£ MARKET AND SAID THAT SUCH ACTION WOULD 
RU IN THE INTIRE MARKET, 

•NO POLITICAL AGENCY SHOULD CONTROL SUCH VAST POWERS BECAUSE THEY 
8£ ABUS!D ' BY SOH£ UNCONSC IONABLE INDIVIDUAL,• HE SHOUTED. 

HE POINTED OUT TH£ GOVERNMENT DOES NOT HAVE TH£ MONEY TO CARRY TH£ 
• PROJECTED LOAN PROGRAM THROUGH THE RFC AND DOUBTED THAT IT COULD GET IT, 

•IF WE ADOPT A 9 CENT LOAN POLICY, THE BANKS COULD CARY IT, HOWEVER 
BECAUSE THIR£ IS NOT FINER COLLATERAL THAN COTTON, AT 12 CENTS, NO 
BANK WOULD CARRY IT AND TH£ INTIRE BURDIN WOULD B£ THROWN UPON TH£ 
FEDERAL GOVIRNHINT,• BUCHANAN SAID, 

•oo YOU HAVE ANY IDEA WHAT TH£ SENATE IS GOING TO DO ABOUT IT ALL,• 
A REPORTER SHOT AT HIM, 

• HELL, NO,• WAS THE PROMPT ANSVIR , 

8/26--NpiiSA 
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• 
THE FORM.ER FEDERAL FARM BOARD LOST ~~~,900, 000 IN ITS 1929-JJ 

ATTEMPT TO STABILIZE THE PillE OF WHEAT AND COTTON, A SENATORIAL 

SUB-COMMITTEE HEADED BY SENATOR MCNARY REPORTS. -
IN A BR IEF SUMMARY OF THE VOLUMNIOUS FINDINGS OF THE AGRICULTURE 

SUB-COMMITTEE MCNARY SAID 69 CENTS OUT OF EVERY DOLLAR APPROPRIATED 

FOR THAT PURPOSE HAD BEEN LOST. 

HE SAID THi FEDERAL FARM BOARD FROM 1929 UNTIL 19J3, WHEN IT 

WAS SUCCEEDED BY THE FARM CREDIT ADMINISTRATION, LOANED A TOTAL OF 

$1,1SO, 000, 000. 

THE REPORT SAID THAT • INEXPERIENCE, EXTRAVAGANCE, AVRICE AND IN A 

FEW CASES DISHONISTY ON THE PART OF OFFICIALS AND EMPLOYEES OF SOME OF . 

THE COOPERATIVES INCREASED THE LOSSES.• 

"THE LOSSES WERt COSTLY,• MCNARY SAID. "THE COMM ITTEE IN ITS 

REPORT HAS SOUGHT TO SUMMARIZ~ THE BOARD'S EXPERIENCES IN A MANNER 

HOST USEFUL AS A GU IDE TO FUTURE POLICY IN FINANCING FARM MARKETING. 

"THE PROMINENCE WHICH, ACCORDINGLY, THE REPORT GIVES TO THE 

BOARD' S LOSSES AND ITS UNFORTUNATE TRANSACTIONS OUGHT NOT TO OBSCURE 

THE VALUE OF THE ASSISTANCE AFFORDED BY THE REVOLVING FUND TO SCORES 

OF SMALLER- SCALE COOPERATIVES WH9 UTILIZED IT IN GOOD FAITH AND 

PUNCTILOUSLY MET THEIR OBLIGATIONS.• 

8/26--N1131A 
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Report of !atimatea by Cheater DaTta OYer felephaa. 

~g the - percentage eetebl1llhe4 by laat year' a ex­

perienoe, 5 llill10G balea ot cottOil would be presented u a buill 

for loena 1mol T1D& a cCIIIId.tlllent ot 300 011111011 dolla re. 

1 ' 0 

Cotton: Rr.l points wt tha t you a hc:ul4 haTe an ad41t10Wll 50 mil.Uon 

dollars to cO'fer wanhouai~~& cbargea. Ko eati lllite baa bee mde ot 

losaea but 2 million bslea would PX'Obably be added to OoTemmODt atoob. 

~: En~tea 200 mi lll011 b,.llela at an aTe'l'&Cle ot 9<¥ per bualle.l, 

requ1r1ll8 cCIIIIId.tment of 160 milli011 dollera . Carry- OYer would prOilabl:f 

~ t he poorer grades and eatiml. tee the l oea wc:uld be oaa-halt the a l80W1te 

~: 11atimatea that H 10uld be IIBC8e&ry to loan 601 a buallal ou 

400 million b~llela, l!IBk illg a oommi t:ment ot 240 mi.lllOG dollara . RrC 

eatiatea 7l50 lllillloa b.-hala that 1:11eht ~ taken ill , 

DaTta eatimatea that a total of 700 milll<Wl dollars would be 

requS:ed t o hh aare of the pzogrm wit hwt al1o'ldll£ &117 warehoua1.nc 

ahargaa , which wcnld aD<>unt to cather 100 .ulioa dollara. 

D&T1s points cut that ha da.a not balleT& there 1a statut01'1 

baaia f or l!IBkinS 10&1111 at a.e rataa pX"Opoaed an4 t.!lat i t tha lapl aam­

aa1 tor U.a benb ahould ao ad\"'l• their al1enta, the entire cutlq would 

fall Clll the CoTer-nt. 
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REPORT OP ES'l'Il!ATES BY CHESTER IM\VIS OVER 'l'BLBPHONB 

Taking the snme percent age established by last year's 

exper i ence, 5 million bales or cotton would be presented as 

a basi s for lonna involving a co~tment or 300 million 

dollars . 

Cotton: RFO points out t hat you should have an additional 

50 mil l ion dollars t o cover warehousing cher~es . No esti­

mate has been made or losses but 2 million ba les would 

probably be added to Governcent stocks . 

Wheat: Es timates 200 million bushels a t an average or 

80¢ per bushel , r equir ing commitment of 160 million dollars . 

Carry-over would pr obably be t he poorer grades and estimates 

the l oss would be one-half t he amount . 

Corn: Estimates that 1t would be necessary t o l oan 60¢ a 

bushel on 400 million bushels , 11Ulk1ng a co=itment or 240 

million dollars . RFC estimates 750 million bushel s that 

might be t aken in. 

Davis estimat es that a t otal or 700 million dollars 

would be requi r ed t o take care of the program without all ow­

ing any warehous ing charges, which would amount t o another 

100 million dollars . 

Davis points out that he dooe not believe there io 

statutory baei a for making loans at t he rates proposed and 

that 1f t he legal counsel for the baruts should so advise 

their cl1onta , the entire outlay would fall on the Government. 
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Auauat 21, 1935 

SiX more emergencr agencies were put under the 
Bureau of the Budget todar when the President s igned 
t he second Executive Order of the series or tbree 
wbich wUl be sublllitted to bim. The agencies af­
f ected todar are the Federal Deposit Insurance 
Cor por ati on, the Federal Surplus Relief Corporation, 
the two Bxport-Illport Banks or Washington, the Recon­
struction Finance Cor poration and the Electric Boae 
and Para Authoritr. 
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B. M. Jr: 

s enator 
Olan: 

B. W.Jr: 

0 : 

H. M. Jr: 

0 : 

H. lf. Jr: 

G: 

H. M. Jr: 

G: 

H. M. Jr: 

G: 

H. lo! , Jr: 

G: 

B.M, Jr: 

(l : 

Korgenthau apeaking, 

August 21 , 1~5 . 
Wednesday. 

Thia 1a Senator Olaas talking, 

Bello , Senator. 

How are you, si.r ? 

Oh, pretty well. 

t~. secretary, about two weeks ago1 maybe a little more 
than that, I forwarded to the Pre41dent a letter of pro­
teat from the Tobacco Manufacturers Association of the 
country against the silver policy of the Government, 
pointing out what in ita ju...,sment has resulted in an 
almost destruction of the export tobacco trade with 
Japan . And they wanted an interview with the President, 
but the President suggested that he would sand a letter 
to you and let you cotisider the matter before he would 
accord them an interview, 

Yes . 

I don't know whether that ' s been done or not, 

Well , I understand - it reached me just today, 

Yea . 

See? 

\'/ell, 1f you 1 d be good enough to let me have a reply. The 
President took the position that the injury to the export 
trade was not due to the silver policy, but was due to the 
too high price at which tobacco ia ael11ng. 

Yea , Well , Senator, I'll be deli ghted to look into i t , but 
if it ia a silver policy, what am I goi ng to do about it! 

Well I don 1 t know juat rightly what you 1 ra going to do 
about it - rightly whether you would like to have thoae 
people come up and interview you about it , 

Well, anybody that you want to send, I ' m always delighted 
to see. 

But, if it ian' t a silver policy, I ' d like you to say that , 

Well , I'll leek into it at once, buE -

The President took the position that it was not a silver 
policy, but it waa too high a price of tobacco. 

B. U, Jr: Yea . Well, it's the kind of a thing - I 111 look i nto it 
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m;raallt, but 1 t 1 a tha ld.M ot a th1118 that tbls cOllllll ttee 
whlch they' ve juat appointed to look into silver and the 
effects on trade that they ought to studf. 

G: Yea . 

H. M.Jr: But, I'll have our own people look 1t over and -

o: Let me have a reply to the letter, please. 

H. M. Jr: I'll do that , 

G: So I can send it to those people. 

B. W. Jr : I'll get you one out before the end ot thls week. 

G: All right , thank you. 

H. M.Jr: Thank you. 
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THE WHITE HOUSE 

WASH IN GTON 

1,J Mar ..... ....,., A\llllllt. 22, 19, 
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August 23, 1935. 
Friday, 

canadian lllnister 
Herridge: This is Herridge, 

H. J.I . Jr: 

H: 

H. !.! , Jr: 

H: 

H, W. Jr: 

H: 

H. LI . Jr: 

H: 

H, M, Jr: 

H: 

H, !i, Jr: 

H: 

H. M. Jr: 

H: 

R. LI . Jr: 

H: 

H. w. Jr: 

And this 111 lolor genthau, 

Good morning , How are you? 

Fine, 

Hope you had a good holiday, 

I don ' t know when. 

Oh, you mean to say you haven't been away? 

No , no. 

0~ , gosh, Do you mind me speaking to you personally about 
something 

Go right ahead, 

It's about that bill . I don • t know whether you 've gone over 
it yourself. It's your revenue - Liquor Revenue Bill. In 
the last of at setting up the right as 
you, Secretary of the Treasury - empowering the Secretary of 
the Treasury to embargo goods i n respect to those parties 
which, you know, are in su1tf tho terms against which are i n 
suit ln t his country, Now, 1m not ask:l.ng you to como in, 
I just want t o say this -

Yes. 

We' ve got the bad ones cleaned up, that's all settled, you 
see, we made available the B- 13'e and got them on the road, 
Now, last week - I 'm just saying this privately because I 
don ' t want to represent anything too officially, it appears 
to be impropor, but last week the Bronson people , that is 
the seat of that big crowd, lawyer to a Canadian 
peopl e oame to me and asked me if I ' d see if they couldn't 
get next to a Treasury solicitor, try to settle somoth1ng, 
ol ean 1t up, They're doing well , you know. They ~ust don't 
want to be suspect . now, the other people, I know, have been 
told to do the same thing, so that's the whole picnic , 

That was the Rifles? 

No, they' ve cleaned up, you know. 

The Rifles have - I know, they' ve paid. 

Yea. 

Now, t he Bronaona want to do the same thing? 
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H: 

H. li. Jr: 

R: 

H. W, Jr: 

H: 

H. ld , Jr: 

H: 

H,U, Jr : 

H: 

H,U, Jr: 

n: 

H: 

- 2 -

They want to como in and, you see, th.oy haven' t been sued. 
There I S bOOn nO Claim lOdgOd 118aiDst them, 

I see. 

But , they came t o me last week - as a matter of fact , you 
see, I tried to talk to them and talk to you, I told them 
tha~ our advice was the Government could represent 
I said, if I were in your shoos I ' d get busy and got this 
damn thing cleaned up. I said, the Treasury• s well dis ­
posed toward my government and we shouldn't have any dif­
ficulty . 

That's right. 

There ' s no persecution enter into anything like that . 
They 're just business claims and they said, by God, we don ' t 
see why you fello\Vs don ' t pay it; you 've got lots of money. 

That's right , 

ilell, they've been coming backwards and forwards and gradu­
ally getting their nerve up and I think they' ve had some 
bum advice. Tbey•ve been told, you •re not to disclose a 
hand, I said, that ' s all damn nonsense, you go down there 
and ask to see one of the Treasury lawyers and you 111 find 
them perfectly fair and talk business; see whore you ' re 
getti ng on then, I said, don't leave your people in terror 
here . Well , as I say, Phillips came in to me last week and 
said , 1-~e:a ~ ·--iJM!!.lf-ye"-~:n would you mind getting me an en­
tree do\~ there , I said, I don't think you ' ll have any 
trouble , but I • 11 think 1 t over and see what can be done . 
llow, as soon as the7 move - the Walker people have been very 
reluctant , but they will have to movo, too . You see , they 
can • t take a chance of those fellows getting a }Srio~ settle­
ment to them. And that ' s your whole works . 

Yes . 

Now, what I 'm just afr aid about this whole thing , frankly , 
is tha'; I • 11 be up to Canada.. Bonne~'t> opened up the r ecords 
and you can imagine the t ies to it , the political pressure 
to keep them shut and these big money interests raising hell , 
Well he just so.1d, no . He said, Henry Morgentho.u and I 
have ' been friends ; we ' re going to olean up this damn smug­
gling thing and that ' s all there is to 1t. 

i"/ho said that\' 

Bennett . 

Oh, 

And I told him that - I said, wel l , I t hink you deserve quite 
a bit of credit for opening this up just ~eforo an election 
because all t his other bunch goes right dead against him then, 
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B: 

H.M. Jr: 

B: 

B. N. Jr: 

H: 

H. l4. Jr: 

H: 

H. L!. Jr: 

B: 

H. tl . Jr: 

H: 

H. J.I. l r: 

H: 

H. III. Jr: 
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But , that ' s the 111tuation. And I said to him, now you open 
thia up and the Treasury' a getting no under treatment , t hey 
won't ask tor more and i n t hs course of time they will ask 
tor more . 

Yes . 

But, I said, I think as a rule you ought to get the thing 
acioably adjusted. You shouldn' t have any nonsense and I 
said, wo•vo got a bigger deal on now and we're world.ng 
together. 

Well, what did tho P . K. decide? 

Well, he gave all this stuff, you know. 

Yes . 

And that was done for t he Rifle claim. As soon as we made 
our books available to your people , the Rifle peopl e came 
rushing through and settled. 

I see . 

And so that ' s all cleaned up. But, the only two real people 
now standing are the Walkers and the Bronsons . 

Grand. 

I s uppose solely to Central Canadian business. 

Wel l , I get t he gist of your conversation and I 1ll talk it 
over with Oli phant . 

Yes . It ' s just - I 'll just toll you this, old man, this last 
busi ness - I ' m just afraid - I just don 't want to have it be 
said, oh well damn i t all , we - I just put my nook out to 
help t hose teilows and the thing, I believe, that will cl ean 
up - putting it that way, it 's just taking these follows by 
tho throat and putting them out of business. I know that the 
Tr easury wants the source of this thing , but ! honestly be­
lieve - speald.ng to you p.rivately - that we can get much fur ­
ther ahead and I will definitely tell these people - I 'll t ell 
you right now personally - I'll tell these people that '11!1 ad­
vice i o to got in and get a settl ement right at once . 

I see. 

And the B:Donsons ar e anxious; they've been phoning you this 
week to know that they can como down and what I cnn fix 
up . 
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wen -
As soon as t hey show their nosss here, the Walker's will 
come right in on t op of them. 

I get you. Well , I appreoiate it and your call 1a moat 
helpful. 

I thought l 'd better tell you that because I really think 
we 1 re getting on to this stuff, you know it? 

up, I think 
Yes. We' ll have 1t cleaned/fr om what you tell me over 
the phone . 

o~, yes, thoso t allows will come right in . They want to 
se~tlo , they just don't want to peddle over this . They 
want t o do buo1nese i n a nice friendly way. And Bennett 
has been so pleased over this thing, that I'm just terri­
tied that this clo.use, you know, might knock him out. 

Well, let me look in to it right away. 

Thanks, old man. 

Thank you. 

Goodbye. 
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. Congressman John w. 
lo!oCormaok. Ausuat 23, 1935. 

Friday. 

~Cormack : Hello, Mr . Secretary. How are you? 

H. M. Jr: 

McC: 

H.M. Jr: 

llcC : 

H. loi. Jr: 

McC : 

H, l.t, Jr: 

!JcC : 

B. l&. Jr: 

JloC: 

H. M. Jr: 

Bow' s Mr . McCormack? 

Pretty well , thank you. 

Good , 

Listen, on our Immigration Building up in Boston -

Yes . 

My thousht i s we may need that bad, 

Well, Mrs . Roosevelt wrote me about it . Somebody t r om up 
your way asked her - some person , I don ' t know - some 
woman? 

I don't know. 

And I wrote her here just two days ago in explanation wb,y 
we couldn't - and I ' ll be glad to send you a copy ot that. 

Well, now - I 1ve looked into the matter somewhat. You see, 
we've only - out ot the sixty milli on dollars, we ' ve only 
got a million dollars in Massachusetts . 

But, you 're getting tive tor a now o~urt house . 

McC : Oh, no . For what? 

B. ll. Jr: 

~cC : 

B. M. Jr: 

McC : 

B. M, Jr : 

lloC : 

B. Y. Jr: 

!loC: 

H, LI . Jr: 

l!cC : 

For a new court hou.o or some kind ot a building i n Boston. 

Oh, no, not no. llo, we haven't - why, 1933 is the last til:!o 
we got an,.-.:;hlng. You're talking about the new addition 
down at tho South Stat i on, 

Yes, 

Why, that \VaS 1933 , 

Wel l, let me do this , ~ll you? Let me send you a copy ot 
this thing that I had prepared and it it doesn't make horse 
sense, call me baok. 

Well, I can toll you now, it doesn ' t because I've aeon it. 

Oh, you have? 

Yea . 

What's t hat •~'a name? 

Wel l, she's Commissioner ot Immigr ation, Mary Ward. 
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Yea , that ' • the girl. 

A fonaer :1at1ona1 OOilllllittee woman. 

Yea, 1t doesn ' t make eenee1 

No , no, beoauee 1n your etatem nt h 
h1m th1a 1ntormat1on. You sal: t~twf~~e~1~Ie - they gave 
hundred thousand dollars for th on some odd 
~~;51ce ~~-teupplement to the Poe~ ~t1~~!i1~ui~ ~~!tl~!t1n 

u - ~ was given 1n 19:5:5. 

Oh. 

Two years ago. I know, I made the price for 1t, and 1t was 
given - that's two years old. Well, I -

I haven 1 t handled any ot these things and Admiral p 
wth111 handlthe rhem up on the Hill there with Buohanane~~e~hat ' s 

e way ey ve been handled. 

Yes, but no, you 're m1e1n1'ormed on that; that ' s two yeers 
old. That's 19:5:5. 

Well, may I do th1e -

Yea. 

Peoples 1s out of town, but let me oall h1s o1'1'1oe and t•ll 
him to get in touch with you tomorrow. 

I ' ve talked with Peoples a oouple ot timee , Llr. Secretary. 

Yes . 
I talked with h1m about two days ago - onl,y a 

few days ago and he real1zes the situation and everything, 
but he ' s Just negative and when you what's the use 
ot taJklng with a man who ' s negative. 

Well, I ' ll see you any time you want to . 

Well, here ' s t he situati on. You see, we ' re Just - I 111 tell 
you franltl.y, we're first t1llle- I don ' t - 1n 1111 dh-
tr1ct there's 1'1tty thousand demooratio, but the other boys 
are 1n bad shape . And you take a1xty m.1111on dollars ahead 
- a b1111on trom Uassaohusette with a building whloh every­
body a.dlll1te they need, with the a1x Governors behind it and 
the entire Demoor

8
t1o del egation ot all New England - Senators 

and Representatives behind 1t, theJ're asking to explain, you 

know that. 

Well, I'll be glad to ta~ to Peoples again. 

Yes but on the - naturallY it I were in your poe1tion, on 
• 
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the 1nto~tion you've received- a billion froM U&aaaohuaetta 
·• and tour billion al.readJ' given, aome odd hundred t housand given 

this year, publ1o l:u1ld1nga, you'd aay , well, U&aaaohuaett.e has 
more than ita share. 

H.W .Jr: Yes, that ' s the wrey 1t looks. 

YOOI But it was two years ago that the four billion some odd hundred 
thousand was allocated, see? 

H.J.l.Jr: Yes. 

!Joe: That's on the Parcel Post Bulldtng. That ' s the new Parcel Poet 
Building they ' re building at the South Station. That ' s a two­
year old allocation. 

H.U.Jr: Well, you know more about it than I do. Let me look into it. 

UoC: All right, ur. Secretary. How are you otherwise? 

H.IA.Jr: 

IJcC: 

H.U.Jr: 

UcC: 

H.JJ.Jr: 

UoC: 

Oh, I'm ready tor a little rest. 

I don't blame you. I ' m going awrey tomorrow morning- J.lrs , 
LlcCormaok and I - up to the White J.lounta1ns. 

Good, I ' ll leave word that when Peoples oocee back, he should 
talk to you. 

I ' ll tell you this much. He' ll have to - if you find that what 
I told you is oorreot and if you're satisfied with the situation 
that we ' re struggling and staggering as we are with t~e whol e 
New England Delegation behind -

I know. 

- the six Governors, why, you'll probably have to put a little 
pressure on Admiral Peoples because I talked with him and I 
talked with 

H.IJ.Jr: Yes. Listen, I hear we got a rule on our Custoce brokers. 

UcC: 

H. I.! .Jr: 

J.loC: 

H.U.Jr: 

Yes, yes , we have. In tact , I stayed over especially today. 
I was going to leave thi s morning, but I decided to stay over 
with the hope that it'll come up. 

Is it going to oome up now? 

trell, probably - I 'm in hopes it'll collie up e0111e t1llle this 
afternoon. 

There • s some bad boys down here trying to tight 1t • 

WoO : Yes, no question about it. They ' re Just unwtae, they ' re Just 
tool1eh to 4o that. 

H.!.l.Jr: Yes there ' s some bad boys down her e . 
• 
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UOC : I tried to reason with them, tell them it waa very good, but 
they don•t want to have t heir booka looked at and I d~n•t 
know why t hey shouldn' t when they're -

R. M. Jr : 

!!cC : 

H. L! . Jr: 

t:cc : 

H. ••. Jr : 

H. !! . Jr: 

!lcC : 

li. M. Jr: 

HoC : 

!! . I ' . Jr: 

!.loC : 

R. LI. Jr: 

UcC : 

BaK. Jr: 

lolcC : 

Well, hell, if they don't let us look at t hem this way, Con­
gr ess will certai nly give it to us another t ime and mnko it 
more severo . 

Exactly; that ' s what I told them. 

Yes . Toll me , is the Federal Alcohol Control thing dead? 

Yes , it looks t hat way. 

Yes , 

Here 1 s the story, so you 1 d knoiY now: 
an out , We ' ro 1rllling to strike out 
out of the bul k sales , understand? 

Yes . 

I suggested to Doughten 
the hotels and pafos -

That would leave bulk sales to the wholesalers for rebottl-
1ng purposes who take out a rectifier's perMit - that's all 
right and allow bulk sales for tho consUJ:Ier for 
his own use . Now, then, on t he Independent Agency , I sug­
gested that they establish o.n independent agency 1n the 
Treasury Deportment. Don 1 t you see? 

V/ell , I ' ve kept my nose clean on that, you know, 

I know you have . But , of c ourae, the whole thing started 
out wrong. I ' ll tell you frankly , i t started out where 
we were with you fellows and we th~ught that there was a 
fight between the Treasury and Choate , and we worked with 
you and aft or we worked w1 t h you then we found out that you 
and Choate were i n harmony and 1t left us in a bad position . 

I sea , 

have 1t g o along . That ' s just the whole story, 

I ' m sorry, 

now, on your bulk sale, Fuller is sore and -

He ' s sore? 

Well he' s gone along and we've trimmed his tail down a lot 
and f hen here 's the story. V/ben you 're s1tt1ng 1n tho Com­
m ttee thoro and you have a lot of things yourself and the 
fellows go along with you, you co.n•t dump them overboard. 
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H. K.Jr: 

lloO: 

H.ll.Jr: 

UcO: 

H.LI.Jr: 

L!cO : 

I see . 

You see, I'm telling you frankly - I don 't give a damn one way 
or the other, but J'ul.ler 1 s sone along and 1n the committee 11lte 
that there ' s a little group - there ' s been a halt do~en of us 
who were out in the col d t or quite a little while bef ore we 
compilled them to recosnize and we had a talk with them so we 
all sot you in trouble. And then in that half do~en there was 
a few of us who had a l ittle - enough nerve t o go over to play 
poker. Don ' t you see? 

I get you. 

I'm telling you frankly and we ' re - I 1m 1n a position where I 
can't dump this fellow overboard- talking to you confidential~ 
- and some others are in the same position because he ' s gone 
along with us, as a matter of fact. 

I see . 

Now, we 1re trying to reduce it to a mini mum and a minimum - it 
seems t o me that would be a damn good minimum - the wholesa ler 
from rebottling purposes who take out a rectifier's license. 

H. IL.Jr: Well - because it 1 s pretty late and I'm just curious. I've 
kept out of it now since I was up that one night and set up 
four bottles on the table. 

UoO: Well you - of course, he - you handled h1m well . (Laughing) 

H.Ll,Jr: (Laughing) That was a tunny one. 

l.loO: ~ 

H.U.Jr: 

And you treated him wel l, too. When he said he was Just bully­
ing along - aw, now, be a good sport. You Just handled him 
perleot . You- when he didn 1t want to admit it, you know- he-

I said, oh, come on, be a good sport. 

14oC: That 's it - be a good sport. No, you could have rubbed it 1n, 

but you d1dn 1t do it. 

H.Ll.Jr: No. 

UoC: Well , you handled him well all along the line. 

H.U.Jr: Wel.l, thank you . Well, have a sood time. 

!.leO: Well, t.hAt.nke, Kr. Secretary. 

R.ll.Jr: And I'll talk to Peoples. 

l.loC : All right, thank you. 

H.J.I,Jr: Goodbye. 
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August 26, 1935. 
Tuesday. 

H.M, Jr: Oh, I'm tine . 

Thomas E . ' "Puln..\.. .. 

Dewey: You have a ease against a gent leman known as 1\lllse Schultz . 

H.M. Jr : 

D: 

H. W. Jr: 

D: 

B. M. Jr : 

D: 

H.M. Jr : 

D: 

H. W. Jr: 

D: 

H. M. Jr: 

D: 

!I, W, Jr: 

D: 

H. M. Jr : 

D: 

B. M. Jr: 

D: 

H. J.l . Jr: 

D: 

R. M, Jr: 

D: 

I ' ve heard of him, but you ' re wrong, the ease -

The jurors have said that you have a big ease, haven' t they? 

We - Department ot Justice, 

That 's right. 

Yes . 

I take it all back, 

Yes . 

All ot ua . 

Yes. 

The only two men who know that ease are I , because I got the 
indietnent and Judge Rosenbloom because he's worked on it 
ever since. 

Yes. 

And Judge Rosenbl oom is the one man who has beon available 
and who knew the ease who has not been allowed to t ry it. 
Everybody else has . Rosenbloom is coming on my staff-

Good, 

- as soon as I can get him. 

Who is he working for now? 

What? 

Who is he working t or now? 

He's still an Assistant United States Attorney . 

Oh, I see. 

Then on both ot those trials they didn ' t let h1m run them 
50 t hey didn't get conviction , which is best , but they were 
s o badly handlcd,bet ween you and me, that they couldn' t get a 
conviction, according to the information which I get all 
around. 

Yes . 

Well, now I 'm a State Offi cer now and I ' m inclined to think -
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we 1 ve epent a lot of t11:1e on law and there are a lot of lesal 
questi ons which are pretty serious, but I'm 1no11ned to t hink 
that we ouaht to risk trying t o get him on the etate chargee. 

K.U.Jr : Well, I don ' t know the t hing, but they tell me - this 1e - I 
haven' t got - that the state pUlled an awfUl boner here a 
couple of weeks ago when they let him get out of t heir Juris­
d iction. 

O: Well, he wasn ' t coming anway. 

K.U.Jr: Ke wasn ' t - but, I mean, I was t old t hey pUlled an awful boner 
when they let him go. 

0 : The reason they did that was that t hey deci ded the{ coUld get h1m for a much larger tax. I spent the morning wi h Graves -
State Commis sioner of Taxation and Finance -

H.U .Jr: Yes, Uark. 

0 : - who is, as you know, a very decent able f ellow -

K.l.I .Jr: Very. 

0 : - and he was the man who made that decision and I ' m sure it 
was made in the very best of faith and probably right. 

H.U.Jr: Well, now what do you want out of me? 

0 · 
' 

I wanted to talk with you about the pr ospect of our going 
ahead. I ' ve d iscussed it with Graves at length and he 1s crazy 
to have us go ahead here. The Governor wants 1t , too, also. 
I talked with him this morning Before doing anything of the kind, however, I feel that youlve been eo ewell about this tbat 
I didn't want to even 11ft a finger until I had it cleared tram 
you. 

H.l.I.Jr: Well, now I appreciate that and I think the thing t o do 1s let 
me switch you over to Oliphant. 

O: 

H.U,Jr: 

But, the matter of - it's chiefly a matter of policy. 

Yes, well, I don ' t - I don ' t know enough about it - why don 't 
you talk to Oliphant and then he 1 11 come in and talk to me . 
We ' ll give you a decision. 

O: Al.l right , sir, t1.ne. I ' d be very happy to. 

H.U.Jr: Let me switch you over to Oliphant, see? 

O: All right . 

H.U.Jr: Just a second. 

O: Surely, 

Regraded Unclassified 



- 3 -

Operator: Hello. 

H .~ . Jr : Give Mr . Dewey to Mr . Oliphant , will you? 

0 : Yes , sir . 

H. ld . Jr : Thank you. 
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II)IJ) lOR~ 
119 

II)IJ) .11m ;t;;UAS;l 

Yor rei.ee .. ta tbt .rt.el'DOOA Mr.IIPftpu• or UoDS•J, 
.t.lliUt buntT- •t:nh. 

=· £..111:1 
.1as1etaD.t S.Cl'(.ttU'J to U• PH114~t 

'r'be Pl"'a14oat hl\o eddroaaed the toUoutna lntor to : 

The Secret ary ot .Agrtculturo 
~ho socrotary ·~t Coccerce 
The Secretor; or t.bo IMot-tor 
'l'ha Attorney General 
'l'be SOcret-:ry or I.ebor 
'l"he Seel"'t::.r!' ot thllo lie.,. 
'2'bo sec.Hto.;n or St.oto 
Tbe Secret.~ ot the 1'Tellau."'7 
':'be Socrr.~ or !llr 
?roa4o:nt., Ch"U Son1ee Co."l',llaloA 
Director • Eot!r'£e!l;CJ Coue!"'Yl!IIUo~ r.or~ 
C'hallDSn1 1l:aU04 St.aUI a,--ployeoa' C«lp«laaUOD 

C<r.!:rl~aloo 
.&4W.lt1etrator, ReaOUliQOnt 44.'11Aiaua.uoa. 
A4W.n1 atratoo-1 Aural ::betrt.ttcattoo 44..:1Dletratlon 
Ml.tdn:htrctor or Votere.n•' Jtalrl 
J.d..rlniatre.to:.-1 P\:erto nJco Roconatr.:.ctton 

A.d.:linl Btk'at ton 
A.dl:'o11niatrator , '!or'..:a Pro£,raaa M=inlltr:.tion 

"I 0.:.1 urlttng to 1l1tom you tlu:.t ell op,ucaUona ror 
allocAtion ot tundo rr~~ tho ~41880 ,000 1000 appropriation 
undor tho !horgeney lieltot Ap~rictton Act or 103!5, ap­
proved A;>rll a , 19351 1:>\lat bo in tbe Mn.dl ot the Div hton 
or .Awl1oot1ona llll'ld tntol:C3t ion or tho :latlono.l I:morgccy 
Council not later than Thurod.O:;, ~ptem'otr 12, 1036, Sn .ucb 
tom t bat tho:r ea.a be pl'8ae:1ted to the J..d'riaory Co!:lll1ttee oa 
A.l.lot.nec.ts for nr.al action a t ita mH'\lrc ot SOpteibe.r 11 , 
U35. J;o oppll~~lo!LG :Or all.oceUOD ot t\m41 ttlll be X't1C01Ted 
or eo.zud.4.e:re4 thoree,tter. 

•u 1a pl.aJ::sc~ that a.ll alloeatioM roOCIC:I:W:\4ed b1 tM 
Adnaory Co:n1Uee O!l lllotoe.n:h up 'CO aM lnclv4Jc.g s.;tt.faber 17, 
1935, and ..,prvwd by oe vUl hawe bee:\ acted upoa b:r the secre­
to.ry ot c.h' Treasury and. by Ute Caa,troller c.nera1 prior \0 

Sept~er 24 , lg:s&. U te therefore dtrecud lb.lt ell £Oftrl)ooo 

1100Ul ft61!'1Cloe1 Federal, State, I:UAlol~l, ttc . , be pHpt.re4 on 
Ok' botore October 22, 19351 oU:bor to aal: tor blda for oc:metru.e­
Uoa t'I'Or!: or bOCiD opere.ttou by dir ect labor ( toroo account} 
on tile pro ject. ilhere !)ro jocte aro t o bt CAl'T1ed on under 
oontrocto, such contracts guet be amardod And a1sno4 on or 
botore Docen~bor ln, 193:5. " 

"lbt tolloa'i.ae; l etter baa been s 1¥on Seor.c.u:r lokee •• 
A4a1n1 .tMtor of P\&bllc \7ol'b: 

" I c UTS.U~ to 1ltrOt':2 J'OU tbat , With H~ to P\lbUc 
l:JOr!tl f\mda ~l.e ror CC"l7'1n& outc the ~-· of tbe 
HatlOD&l hdu.a'trial Reconry Act, •• aoada41 I 4 .. 1N t.bat 
all tutu.re applicatio!l.l tor lll..l.oca\S.ona &114 au oaac.U.ttoa.a, 
re.UMtou and. aou.ncaUo• ot .-mOU8 allo•ttona be .~ 
Qit.-u4 to the J.d'rlaorJ Cor:nJ.tt .. on UlotDtllh , t o be ae1.114 
·~ 1A \M ..... ~ aM to ibil ... C\tDt •• that eo.-
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mu .. act1 rHb ht~plet to .Uooulou Jll!lde Wl4or Ute 
~&«=C'J' Mltet .l,pprop!i&UOII .&.ot or 19~. 

l:'O 

•.LU a,!)Uo.att.ou lbr alloout.on or A1l,J' f'\m4e ~ be 
ta the banCle ot the Dh111on of A.!)pliOD.tion.~ a.n4 Jnton:w.tiOD 
ot 1-bo notional l!'a!!o:raoncy Council no\1 later than 'fb,\Q"tday, 
Stptot.lber 12, 1030, ln eucb tom that tboy co.n bo ~aonted 
to th.o Mvioory C«J=tuoe on .\llotatnh tor final ocUoa u 
lh neetin; or StJ~tecber 17 , 1935 . Ho e.ppllC4Uont ror a.lloea .. 
Uon ot t\mda vW be rocftn4 or oou14tred t~ezeattor. 

• tt ia plann.4 tbat &ll. all.oottloM reecxmeftd.M b7 Ue 
J.th1.eory Conal. t\.tt on lll.ott':fNI.ta up to and lneludl.D' Sep\oa,er 
1'7, 1935, and Oppl'O'nl4 by lJ8 'O'ill hlvo bee-a actK upon b7 the 
Secrota17 ot t:to 1'r-oaoury and bJ tht C<lnptroller Oenll"Ol prior 
to Sopt or.lbo:r 24 , lt~:n. It 1c1 tbor.tore direct ed thM nll 
SOYOJ'll::X)nto..l o~ona1eo, Ilodorol, Ototo , cunlctpal, etc., bo pre. 
partd on or betore ~C1.obcr ~z , 1m, tithsr to aak tor bide to>: 
conat:ruet ton vort or bec!n OpUilUona b7 direct lebor ( fOJ'Ct 
eeeoum:) on tbt proJect. ..J:ere U"Ojecta aro to be ccrJ"le4 on 
~.r eoo.traeu , euoh co:.:treeh ~t 'M aw.rded aA4 el&necl .. 
ort or bo1'ore Deoor»er Cj, ~~s.• 

In ~Uo3 to tl"..e abc)" le\tcra, the ?resident M• a44reaae4 
&Dotbel' coa&mieat.1ol:l t.o S.cn~ Ic1Zte, •• Cbatr=no or the .UYlaory 
Cca::::lt.Ue o:o .l.llo'bnta , eM &Gftt a cop:; or lt to :..r. 7'nuat :uter , aa 
ltxeou\tw D1rector ot t.ho NattoD&l. :&JeTgenc,. COWlcll: 

111 IW m"itilll to b1bl'O yQu that. all appllcotlone tor 
allocation of t'w\4• n-ot::. the (,4,o:JO,OOO , OOO opproprlaUon 
UDder tho !:.oa.rtoeC7 Rolle!' ~ropziat.tOD J.et or 193~. QFOTed 
Aprtl a , 193..:., ~:a~at be u &bo ba.r:ldo or t.~ O.hh1oa or 4ppUce­
Uono ar:d .:ntor.Uon or the tZet1onal Ik:.crp:oer Cou=.cll not 
later thaza ftal.rtld.a7, SOf'teaber U , 1~, 1!1 alch tora tMt they 
oa11 b-e preaentecl to the .\dvteory COO:I1tteo on J..l...ll)tamu ror 
rino.l acuon at Sil t.'IOOt1ng or Sopto..~btr 1? , 1Cl3!). Uo appllca­
ttona !or a.J.looo.Uon or tunda uUl be received or con1iderocl 
thol"''a.tter • 

.. .it h pl4Ane4 tho t 411 alloco Uona rec:ot:=ended bT tM 
Ath1.ao.rr Coo:n.U.toe Oft J.llot.Jeete '0 to &A4 lr.c-ludtrc ~eotter 
1?, 10:50 , -.nd a~ftd b7 C10 v1U ha.,. been lcto4 \tpOD by t.he 
t:ecretary or u.a 'r'r.,..\C7 4:14 r. the Cocptrolls:- aanorel prlor 
to Sazrt,cber 24, 1935. It 1D \haretore 41roct.d that oJl 
gonn me:1:1tal o.gcoteo, ?edorol, StUe, municipal, etc ., be pre­
parOd on or botof\1 October ~2, 1033, eithe.r t o oolC tor bids 
tor conetxuctton \lOl'k or bosin opl'X'Gtio:te by 41rGcrt: labor 
(tOl'CO account) on the p roject . tlhare proJoct e art to be c.arr1e4 
on \~Mer con:trooil, euch CCiltr.C'te ::a~.~~t be awarded aDd e18:J:l84 
01:1 or betore Doctcber 1!5, 1.~.· 

Coti:IWltcatlon• troo tho Pro&1.dont , tber etor o , have been 
s h on to the head ot eetob Ooft rn=ent Dopru1.Dont or ageraoy that hu bad 
an auooatlo~t ot run" troa the (..t,sao,ooo,ooo cpproprtaucm . 
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FEDERAL EMERGENCY ADMINISTRATOR 
OF PIJBUC WORKS 

WASHINGTON 

._,dear llr. Pn814•ta 

ut .. lled bento 1a a ata~t ot a PJ'Opo..S -v.­

"- llotr'lll IO"fWiaa all reol.autioD proJeota, 11biala ... 

,......... • Dr. lleo4 1a AOOCII'daaoe witb 70/V req1111t. 

Siaove]1' 708ft I 

(Sgd,) HAROLD L, ICKe3 
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POll RELEASE , IIORlmlG l@ISPAPERS, 
l!ondy, AUgUst 26, 193.'; , 

Preao Service 
llo. 6-64 

The Secretary of tl'.e 'l'r~GUl'y , on behalf of the f ede ral 1'arm Llort,;ace 

Corpor nti on, i a tod~v offcrin~ t n tho people of the United State& $100 ,000 ,000 , 

or thur eaboutc , 1-1/2 porcunt bondu of 1939 of the l'ode rel Fann J!ortt!l\0:0. Cor pora­

tion , and 1G i nviting ten~~:·o theref.,r thr-rugh tho '!'udorel Rooervo banko, Tho 

bondo wil l bo oold t o the hi6hont bidders, Tender s will be r oooivod at tbo 

r ederel Reserve banks and brnrochea thc roof up to 12 o ' clock noon , Ella t orn 

ctaDdard ti!!IC , on 'P.ed.'leo<bly , Auguct 28, 1935. Tenders will not be r cco1Ycd 

a t the 'l'rcl'.sur:' Depart ctCut , llnohin;:t~n. 

The bond$ f~r whlcl\ t er.dora • r o invited uill be dated Sopt~bor 3 , 1935, 

r~d will mature Sept ember 1, 1939. They will not be subject t o cnll t or r o-

demption prior to wnturi t;r. They will bo :f'ully and unconditionelly guarnnteed 

both 110 t o intor os t 1\l\d nrinciprl. by tho United States , and will be exempt 

both no t ., urinciJlnl nnd i ntoroot from '!'edorr.l, St'lt e , munieiP(Il Md locel 

taxation (except eurtaxoa, oct nto , inhoritonce P~d gift tnxoe) , BeArer bondo 

with interco~ coupona attr.chcd uill bo incucd in deLominp.t i ono of $100, $500, 

$1 ,000, $5,000, $10 , 000 ~nd $100, 000. 

Er.c .• tender muat ot·~o ~h, f•.cc P.mount of bonds bid f or, "hlch CIWit be 

$1 ,000 or .,~ e ven l!lUl tiplc thci'~Of , o•nd tho pric" offer ed, ll"hich Clllot be ex­

pr~occd on t Jo br.sia of 100, r1th frActions expressed no 32da ~f 1 percent in 

r.ccordance 1'11 t:l the uou...l 1'7'-".c ticu - for oxnmplc , 10Q-l6f.32. Tondoro not ro­

coivcd at n '!'o~orr.l R~ocrvo b~ or brAnch befor e 12 o ' clock noon, Eastern 

otnndnrd umo, '!'lcd.-.oodn,)•, Awruot 28, 1935, will bo disrci:J'l'dOd, Tendors will 

bo eccepted rrltilou~ dopooit froro incorpor nted bnnks l'.ru\ trust ccmpnniea nnd 
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!rom roeponaiblo ~d ~co~iaed dorlero in invootmont socuri tioa. Tondore from 

othon l!lllst bo rCCOIIIpl'ni od in Overy cpao b·r " deponlt of 5 porcent of the r"ce 

rJIOWit of bon.b bid for, except l"lhere the ~or 1a nccoapnniod b7 an oxpro .. 

guQrnnty of pnymcnt by Pn incorporntod bnnk or trust compnny. I f the tondor i n 

accepted , in \Thole or in pruot , tho doponit will bo t\ppliod townrd J>1'311)0nt tor 

tho bonds, ~d if the tender i1 reJected tho dopoait ~11 bo returned to tho 

bidder. 

Tender• should bo mndo on tho printed f ?rmo nnd forwnrdod in special en­

velopes , .,hich will be supplied by tlle Fedora! Rcaerve bNIJ<o, Incorporntod 

bnnl<a rnd ti"Wlt compr-.nies not loo,.tod in " city where a Jodcrr.l ?.eaerve b~ 

or brrJioh is loct~-tcd , rtJp;J, in their discretion, submit tondora by tolOCJ"IIIII. 

Imme~ i~tely r~tor the clooinG hour for tho receipt of t enders on Wednoa­

dp.,y, .lugust 28, 1935, nll tcn~ora received 1\t tho Fc~.ernl !l.eaorvo banka nnd 

bre:~cheo up to tho eloains hour "ill be oponod, nne! public r.nnouncemcnt of tho 

accoptnblo priceo will follo" no ooon ns pouiblo. In conoidoring the P-Coop­

tpnco of ten~ero, the highest pricoa offered will be ecccptod in full down to 

tbc ~mount r cquiroc!, r.nd if tho atme price toppor.rs 1n t.-o or more tendora r.nd 

it i a neccssnry to uccept only n pr.rt of tho ~~ount offered at such prico, 

ten~era f~r omsller rmounto may br. ~ccordcd preference nnd tenders for larger 

~~t• prornted to tho extent neceaanr,y in ~ccorlancc ~th the r espective 

111110unta bid for. Tho secret~ of the Treaaury exproaaly roaorvos the riaht , 

honovor, to mjoct nny or P.ll tondoro or pn.rto of tenc:\ern, l'.nd to nwnrd looo 

thAn the rmount bid f )r, r.n:'. l\ftll nction he rtJ/!:1 t<llce in l\ftll ou.c!1 respect or 

respects ahr.ll bo finnl . 

Pl'.,yment for nny bo~c:\a nllottod on nccopt od tenders muat be mndo or com­

plot~d in cas~ or ~ thur icceeintely rvnilnblo funds on or before September 3, 

1935, 

!be text o! tho of!icinl cireulnr toll~• • 
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Dated September 3 , 1935 

m'J!BAL J'Al!l> ;;ORrQAGJ CORPOlW'IQ!l 

1-1/2 Pl!RCill'l' BO'IIDS <:a 1939 

~ September 1, 1939 

Intereat p8¥&ble March 1 and September 1 

l'tJLLY Alm UliCOlmiTIOliALLY GUAl!AliTEED l!Orll AS TO P.RIIICIPA.L A!m lllTIREST BY TilE UUITED 
STATES OF .Al!ERICA AS EVIDEI!CJ:D BY 'l'I!E STA1'!:ImlT Oi' 'l'I!E SECRETARY OJ' TH1: 'l'liEASliRY 
011 UCl! BOUD 

Exempt both aa to prlnoipal and intereat from all J'ederal , State, llll.llicipal , n.'ld 
local taxation (except eurtaxea, eatato, inheritance, and gitt taxoa) 

' 1935 
Department Ci rcular llo , 549 

Public Debt Service 

TllEASURY m:PARTia:!IT, 
Office of t ho Secretary, 
WaShington, AU&Uat 26, ~ 

The Secretary ot tho Treei!Ul'1, on behalf of tho Federal J'arm llortgace Corpora­

tion, offer s t o the people ot the United Statoa $100, 000,000, or t hor oabouta, 1-1/2 

porcont bonds of 1939 of tho J'oderal Farm l.lortgage Corporation, and invi tea tenders 

thorofor, through t he Federal Roaorvo barika. 

Description of Bonds 

The bonds will be cll\tod September 3 , 1935, and will bear intcreat from that date 

at tho rate of one and ono- half percent per ann=, pqab1o on a aoa~iannual bas18 on 

llarch 1, 1936, and thcroaftor scoiannual4' on Soptombor 1 and llarch 1 in oacb yea:r 

until tho principal omount becomes p8¥ablo, They will mature Soptemhor 1 , 1939, and 

will not bo subject t o call for r edemption prior to maturity, 

l!oarer b onda with int orcet coupons att o.chcd will be ioeuod in denaninetions of 

$100, $500, $1, 000, $5, 000, $10, 000 end $100,000. 1'hc bonds will not bo haued in 

rogiatorod form. Pra.iaion will bo mado t or tho in~orchango of bonda ot different 

denominetiona o.t o.ey J'oderal Reserve 'bo.nk or at the Vtviaion ot Loo.na and Curr<>ncy ot 

tho Unitod Statoe Troeeury, I'Cabl.ngton, D. 0. , end through eey other O&ODCY desig­

nated for tho purpose b:r the Fodoral l'D.rm l.lortgago Corporation. 

Those bonde aro 118uod under tha euthori t:r ot tho Federal l'erm llortgago Cor­

poretion Act , opprO'tod JtlliUDrf 31, 1934, ea emondod, which prO'tidoa tbnt theae bonda 
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on4 tho incace d.or1vo4 tbor ofrao shall bo e-=11t froa :red.ot-o.l , sto.to, CIIU!ielpol, o.nd 

loco.l to.mtion (oxoopt trurtl\Xos, oatn~o . !nhor ltl\neo, o.nd gift trutoa) . 

Soetion 16(o.) of t ho.t o.et contains tho f ollowing provisions: "Tho flt-et aontonco 

of tho olghtb po.ragruph of s ection 13 of tho J'odoro.l Roaorva Act, o.o Mondod, 1a fur­

thor ooond.od by 1noort1ng bot oro tha acoicol on o.ttor tho woi-dn I Sootlon 13(o) of 

thh .t.ct 1 o C<llll:n o.nd tho f ollOwing: l or by t ho dopoalt or pledge of J'o4ero.l :rom 

l!.ortr;o.co Corpornt1on borul.a lesuod undor tho Fodortll For.:: lo!ortgo&o Corporntlon Act •.• 

Thus, tho bonds o.ro lot;ally occcptablo t o aocuro 15-~ borrcmlnga fro:~ t.'lo Fodoro.l 

l.loaorvo br.nka. 

Section 4 of tho Fodoro.l Fore Mortgoso Corpor ot1on Act, na tlt.lOndod, o.lso pro­

vides t\8 followo : • • • • Such bon:ts sho.ll bo fUlly ond unco:>ditlono.lly gu.L~rGntcod 

both o.a t o intoroat o.nd p rincipcl by tho United Stotos and such gunro.nt7 eboll be 

crproaaod on tho ro.eo tboroot , end sw:h bon~a shall be lawtul l nvoatocnte, end DX¥ 

bo noccpted 0.8 eocurlty, for all ficl.u.cio.ry, truat, end public fUnds tho invoatnent 

or dopoait of which eho.ll bo under tho o.utborit7 or control of tho Unitod Stntoa or 

o.ny officer or officoro thoroof. In tho ovont thnt t~ Corporntion aho.ll bo unnbl e 

t o P'l¥ upon doco.nd, w!lon cl.u.o , the principnl of , or interest on , sw:h bonda , tho 

Soorotary of tho 'lroMUry abc.ll po.v t o tho hold.or tho CCQI.Uit thoroof which ia horeb? 

authorized t o bo opproprie.tod, out of ony cono;vo in tho 'l'roacury not othonr1ao 

o.pproprlo.tcd, o.nd t hereupon t o tho oxtont of tho c.1:0ount so po.ld tho Socrotnry of tho 

'rroaBUry aho.ll euccood to all t!lo rig.'lts of tho holders of 11Uc:1 bonds. • • "' 

Tendora ond Allotmonts 

'l'ond.ors will bo roeoived at the J'od.orcl Roaorvo bMka and bro.nchea thereof up 

to 12 olcloclt noon, llc.atorn atc.ndnrd tiuo , Wodnoadl-,y, .Au&ust 28, 1935, and unloas 

roeeivod by t bot tl!:lO will bo c!l.arcgnrdod. To~od.ore will not bo roeoivod at the 

'rroeaury Doportoont , Wnahingt on. lilach tond.or t:.let etoto the faco acount of bonds 

~id for, "!Uch wet bo . 1,000 or ony oven tlllt iplo thoroof , and t ho prieo offored, 

'l'ho prieo offer ed cuat bo exprosaod on tho bo.cia of 100, wi e fro.ctiona exprcaaod 

oa 32da of 1 percent , in 1\Ccorcl.once with uiUOl prt>et1Co, o.g . , lOC>-16/32. 
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Tondora will 1:1o roceind withrut depoait !roo:. iacorporntod bonka and truat 

cocp~ies and !roc responsible and recognized doolors in invoatoont aoouritiea. 

Tenders !ron othors Illl8t bo Mcoopo.niod in ovory caso by a depoait of 5 percent ot 

tho face 110ount of bonds bid f or , oxcopt wbero tho tender is cccocpcniod by an ox­

press guaranty of ~nt by on incorporated bnnk or trust Cocpc.!1f. It the tender 

18 accepted, in whole or in part, tho deposit will bo applied t omu-d pll¥t!Ont !or tho 

bonds, tho balance to be pc.id aa hereinafter provided. If t ho tender is r ejected, 

the dopoait will be r eturned t o tho bidder. 

'l'cn:!era auat be enclosed in onvolopes. acourol)' sealed, cddNaaod to tbe 

J'oderal Reserve bo.nk, or brnnch, of the distr ict , and plainly oo.rked " Tender t or 

l-1/2 percent bonds of 1939 of tho l edaral Faro Uort~e Corporation" . 'l'ho Fodoral 

Reserve banks will supply printed for.JS and apoeiol onvolO!?ea for subol.tting tondera , 

Incorporated 'banlce and truat coq>anl os not located in a cit)' whore a Federal Re­

serve bank or branch ia located DO¥. in their diocrotion, subcit tondero by tolog~ 

but such tologrOila rust be received at the Federal :aoaorve bank or branch before t ho 

tioo fixed f or closing. 

I=odiat el;y after the closing hour for tho receipt of tenders on .lu&ust 28, 

1935, all tender e received in writing or b;y telegraph at the J'ederol Reserve 'banlca 

or branches thereof up t o the closing hour (12 o' clock noon, Eastern ate.ndard tice) 

will be opened. 'l'he Secretary of t ho Treasury will detorclne tho accopteblo price a 

offered and will calco public announceoent thereof ae aeon as poeoible otter the 

opening of tendere. 'l'hose eubaitting ten~ra will bo advised by tho l edersl Reaern 

bank a of tho acceptance or rejootion thereof, and par-lOOt on aocoptod t enders cuet 

be cade ae hor e innftor provided. In considering tho acceptance of tondars, the 

bipst pricoa ot!ored will bo accepted in full dow t o the 8001111t roqui~d; and it 

the I&PO price appears in two or ooro t ondora and it ia noceaaary to occept onl;y a 

part of t ho ar.:ount offered at auch prico, tendora f or llllllllor lClOII.Dh CD¥ be ac­

COrded preference and tondcra f or lt'll'&er ooounta prorated t o tho extent necoaaer;y 
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in rcc"l"b net nith thL r c81>0ct1vo ro ·lll'lh bi<! f <>r . 'i'hc Socr c t r.ry or tho 

'l'ror.oury cxpr eul.- r oacrvca tho r1 '-'lt, ll"t70Vor, to r<>Jcet ro.ny or nll tondora 

or prrh '>f tender~. r.n~ l ? rt:r.l"t lcoo t1\l\ll tho l".rmunt blc\ f .,r, r.nd nn:; netion 

ho tltiY t nke in MY such reop~ct or reap.; eta ah."\11 be fiMl. 

lAvgont 

Pr.ymcnt f " r r:ny b1nt\s nllottoc\ on receptc~. tenC.er s muat be l:ll'.t!o or e?m-

plotcd on or bcf~rc September 3 , 1935, in creh or other i mr:tof.irtcly r vl'.ilr.blo 

flll'l~o . In eveey croo nhore pr.)'CCnt ia not ao coaplotcd, tho 5 percent dopooit 

rlth the ~pnlie~ti~n ahr~l . up?n doelnrr.ti1D ~do by the Sccr ot nry ?f tho 

'l'ror.~ury in :Uc Ciscrcti">n, bo f ·>rfoitot\ t , the Pcf.crrl P,.rc: llr rt&\40 C<>rpcr r.-

ti'ln , 

QN~or~l fr?vioiona 

Pe~.crr.l Reserve br.nks , 1".4 fi ocrl rP,Cnts "f the Unite<'. Str toa , r.ro 

auth?rized r.nd rcquostc~ t' r eceive t c n<\ora, t ? ~:~.-lee l\llot cento no lndicntod 

by tho S0 crctr.ry of tho Tt'CI\oury t n the Fcc\or.•.l Reaervo br.nko nf the r eopoc­

tivo diotricta , to issue r.llo ttlont Mticeo, t l r eceive pr.ynont f or benda 

ellottod, t ., Cl"k<' c\clivcrr 'lf b ' nt\o on tull-pr.i<'. r.ll~tmonta , nne! t " porfom 

ouch ? tbcr rcts ... s w.•y be ncccoa,.r ; t > Cl\rT'J out t~c pr.,visionll of thh 

cl rculrx. Pcn~ing <'.&livery "f t~u ~ofinitivc bonds, ?odcrol Rcoorve bonk• 

tlf'Y 1aaue 1nt.c rin r cec!pta . 

Tho Sccretr.r; >f tho Trce.aur; rnr:; r.t f'J>Y ticc, ?r fr'Xl tico h tioc , 

preocri'bo auppl eecntr.l or r.oon~.nt'lry ruloo ,..n~ r e11Ulr.ti 'lr.a I!Ovorninr; tho 

receipt 'lf tcn~.ers r.ne. t!1o1 a,..lo of bon~.a under t!lio c~rcul,..r, uhicll nill 

be C')r.ltllll'lict' t ed proe~ptly t o tho Foc\ornl Roaorve b:-.nks , 

I!E!iRY IIOR~:&N'l'IWJ, JR. , 
Sccr ctnry of the TrcP.IlUJ')' , 
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August 29, 19.>5. 
131 

The ~ecut1ve Co~ittee or the Open uarket Committee ot the 

Federal Reserve System met with the Secretary of the Tre ~sury in 

his office at ll o •o).ock. Those present were : 

Henry Morgenthau, Secretary of the Treasury, 

T.J. Coolidge , Under Secretary ot the Treasury, 

R. A. Young , Governor , Federal Reserve Bank of Boston , 

N. R. Burgess , Deputy Governor, Feder al Reserve Bank of tlew Yor k 

O.J. Seay, Governor, ~ederal Reserve Bank of Richmond , 

M. J . Fleming , Governor, Federal Reserve B~nk of Cleveland, 

O.J. Schaller , Governor, Federal Reserve Bank of Chicugo, 

D .~ . Bell, Assi stant to the 3eoretary, 

o.c. Haas , Director of Research & St a tistics, 

C . B. Upham. 

M.r . Co.>lidge reported that since l"riday New York dealers had 

cold J35,000 , 000 bonds and ~35 ,000 or notes out of their net posit i bn 

and that they now hold l ong position of ~15 , 000,000. Yet they only 

bid tor 014 ,000 ,000 or the new i ssue or Farm Credit securities al­

though their normal bid would run ar ound $50,000 ,000 to ~60,000,000 . 

Mr . Coolidge said t hat the Treasury had bought about ~25,000 ,000 

or securities in the l as t two weeks . 

Yr. Morgent hau said that through a misunderstanding the Treasury 

bad bought $3 , 000 ,000 on Monday. 

l4r. CoolidE"e said th>tt Devine , a tfew York dealer , has been 

a round to the ?arm Cr edit Administration to pick up ~15,000 ,000 of 

the new i s sue tor 99.2 . 

Mr . Burgeaa said Devine i s a very s.art dealer -- that he had 

sold short in this par ticular i nstance _.. t hat it is to h1s advantage 
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tor the market t o go up end down tha t he has an enormous volume 

ot turnover . 

Kr . BurBese gets Devine's position every night . Re added t hst 

every deal er mus t be abort a t times bu t t hat Devine , like most or 

them, is more often long than short . 

Kr . Morgenthau said the first thin~ to be d~cided was ~ether 

the exchange tor Fourth Libertys should be announced next TUesday 

or the following Monday . 

Mr . Youns said be pr eferred to have it on TUesday. In his 

opinion the market will say the Treasury i s afraid lf we wait. He 

t hinks the offering should be sweetened . 

~. Coolidge said that the market i s prepared tor an announce­

ment TUesday but i s no t expect ing tt.tor sure. 

Mr . Bur gess said that the marke t inter preted the Secretary' s 

s t atement in ~is press conference a week a go as meanine tha t the 

offering would be made for TUesday. 

~. Coolidge was of the opinion that t here was no obligation o~ 

the Treasury to make the announcement TUesday but t hought the mar ket 

might be in a position t o ma~e it desirable . Reference was had to 

the transcript or the Secretary' s pr ess conrerence of August 22 in 

which he said that he mi ght have somet hing i n about a week. 

Mr . Burgess agreed there was no moral obligation to make the 

offering on TUesday but thought t he psychology or the st ree t was 
as 

suc~to make it des irable. He was of the opinion that the market 

will not be settled until there has been an announcement . ' 

Mr . Korgenthau s tated that t here was no difference from the 

situation of a year ago and that the dealer shelves are now olear . 
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Mr. Seay thought this important and waa very much in ravor or 

waitine until a week from Monday. He thinks there is ~ good bit or 

inst ability in the market now and th~t i t will be better later. 

Mr. Fleming sa id thnt Cleveland is not close anoueh to the 

market t o have much or en opinion • 

• Ur. Schaller said that he voted for TUesday and tho~cht the 

sooner the offer ing was made, the better. 

Mr. Vorgenthau reported that Governor Harrison of New Yor k had 

telephoned advising a delay until a week from Monday . 

Mr. Haas and Mr . Bell were 1n f avor or waiting unt il a week 

from Monday. Mr . Bell thought the market wo:ud then be in a nice 

position. 

Mr. Upham was inclined to favo r action on TUesday, taking the 

view that the market would not settle until an announcement had been 

made . 

Mr . Burgess was ror announcing on Tuesday. 

Mr. Coolidge said that he was on the renee -- that he was for 

action now if he t hought we would get what we ~ant. 

Mr. Coolidge , Mr. Morgenthau and Mr . Burgess were or the opinion 

that it depended on how the market closed tonight. 

Mr . Morgenthau sai d ~ would need $900 , 000 ,000 to ; 1,000,000 , 000 

new money between now and firdt or January, and that we would need 

tsoo .o~o .ooo between now and Octobftr . He made two suegestiona . •1rst, 

that we make a conversion on TUesday and then seek ~500 , 000 ,000 new 

money on October lat . or that we would heve a three-way issue with a 

choice or a bond or note end use the note to raise new money. 

Mr. Young was or the opinion that the conversion and the new 
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money should be split rather than combined. He t hought the Trea3ury 

ought to maintain a ,2 . 000 .000 balance at the present time. He 

t hi nks the condition or the market is too heavy to be cr owded and 

t ha t the financing should be t aken piece meal. There is a good deal 

or unres t about the Government bond market . 

Kr . Korgenthau was or the opinion that t his was exaerer oted 

somewhat by the dealers and ssles.un. 

wr. Burgees stated t hat they were barometers r eflecting an 

attitude. 

wr. Coolidge reported that ins urance com"anies were doing a 

good bit or inves~ent buytng. 

Kr . Young said the small banks are trading heavier t han usual. 

Kr. Schaller sai d they r etarded the market as t oo high . 

Mr. Seay said the sales by small banks since July i n his 

di strict have been much heavier than purchases . 

wr . Coolidge reported good buying by t rustees and investors . 

ur . Young said there was a lot or trustee money available. 

Mr . Schaller said that commerc i a l loans were picking up some 

i n his district and divertine money from the Government market . 

wr. Seay said the announcement on hurrying up or WPA projects 

was an underlying influence in market decline --because it was 

t hought that the Treas ury would be forced to press its financing 

to raise new money. 

Mr. Uor genthau said the purpos e was exactly the opposite -­

t o give notice th~t i f dirt were not rlying by December 1~ the 

projects would be cancelled. 

Mr. Schaller inquired about the difference in the aarket now 
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and a week ego on notes . 

Ur. Burgess said there bad been o full drop or a point, that the 

drop in bonds had been less . Be said be would ravor splitting 

refunding rrom new money subject to being able to gat a satisfactory 

ticket. He thouPbt a s imple r efundint orrer best . 

Mr. Korgentbau said he would r a ther get the new money first. 

Mr. Burgees thought that would not be good psychology and 

would not settle the market - - tha t they were expecting a conwersion 

offer . 

Mr . Coolidge and Mr. Seay were or the opinion tha t the rate 

is more important than the maturity. 

Ur . KDrgenth~u gave them his ideas as follows: Tomorrow 

arter the market closes decide whet her the offering should be 

Tuesday or the following Monday. In any event combine the r efunding 

wi t h the cash offer ing and then give the market a rest. He explained 

tha t Mr . Coolidge was in f avor of resumine auction offerings if the 

long term bonds went up. 

Mr. Coolidge interposed to say that this was on the theory that 

we would get a better investment and a better average price i t not 

in too big offerings . 

Mr. Korgenthau aeid that he would like to have as long a bond 

as be could get tor 2-3/•~ with at least halt a point profit, with 

a 5 year note as an a l ternative for conver sion privilege, the note 

to be also used tor new money. 

Mr. Burgess suggest ed a 4 year note. He said a 1-l/~ note 

matur ing early i n 1939 would be nice. 

Mr . Bell said that a l-1/~ . ' year note would be better tor the 
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Treasury than a l-3/~ 5 year note . 

Ur. Worgentbeu said that be wee open to argument on that . 

All but Kr. Korgentbau adJourned to Mr. Cool1dee •a office 

ror further discussion . 

Wr . Coolidge explained his theory. He said th~t all but 
000 

$4,009,00~/or the rederel debt is due or callable by 10~. He 
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dislikes to sell anything maturing prior to 1046. He woQld like 

to keep selling the 2- 7/Stba or 1955- 60 every chance until all 

are out that the maJ"'cet will take. He seeks a better distribution 

or maturities. He even thought or giving t he holders of called 

?ourth Liberties the option of a note or the 2- 7/Stha of 1955- 60. 

He does not l i ke to wait until December to get the next lot of new 

money. He would prefer to get it when needed by the auction method . 

He referred to the fact that anything under 1~ years piles up 

maturities, but that is probably where the conversion will have t o 

go. If there i s an option he thinks we better get a litt lecesb. 

If there is only a 10 year 2-3/4 bond be will try for no cash , but 

if we offer a note or bond he would try for some cash ontbe note . 

Mr . Young said there was not much difference really between 

making the offering next TUesday or a week later. He thinks it 

is a little lar ge to aek the market to raise ~1,500 ,000 , 000 at once . 

Mr. Coolidge suggested the possibility or roing to J75 ,000 , 000 

a week on billa . 

Mr. Burgess said that be t hought a three-way offering t oo much 

and that u would muddle the IIUlrket . Re ude a counter suggestion 

or a refunding amlr only on Tuesday or a 3- l/2 year, 1-1/~ not e 

and a 10 to 12 yft& r 2--3/~ bond . Tbs bond is thin but thinks the 

note would bold it. He would ask tor no cash on the note but aek 
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ror oaeb later on a note with e better rate or on a bond . 

wr. Coolidge ssi4 that both the note and the bond would sell 

at a ~remium or half a ~int. He thouP,ht we might not get more 

than ~200 , 000,000 on the bond. 

Mr . ~rgess thought it weald be $400 ,000 , 000 to $500,000,000, 

and the note is good enough to bold up t he bond . 

Kr . Coolidge thought it m1£ht raise the market but that we 

wouldn 't sell many bonds. 

wr . Bur gess said the market doesn ' t like a bond or over 10 

ye~rs just now but that they will take a 10 to 12 year bond. 

Mr. Young suggested that the committee report back to the 

Secretary that they were split 50-50 whether the offerine should 

be Tuesday orthe following Monday but that they were in favor or 

refunding only on Tuesday and get ting cash later. Also that they 

fa vor a 3-1/2 year, 1- 1/2% note with gravy and a 10 to 12 year 

2-3/4~ bond priced closely. This would mean a $500 ,000 , 000 cash 

offering later . 

Kr. nurgess and ~r. Schaller were or the opinion that the 
;narket 

2-7/W is sour and may stay below par some time . His only desire 

ror waiting a week is the possibility of giving an option on the 

2-7/8 , if for instance they go to par and o half next wAek. 

Wr. Burgess said he thought the note might be 3-1/2 years or 

4 years , de~endinv on the market tomorrow. He said he made his 

recommendation out or consideration for the whole bond ~arket , 

not Covernment financing alone. He thought the announcement on 

Tuesday would be a steadying influence and help basiness recovery, 

Mr. Young commented that he didn ' t think offering on Tuesday 

or the following Monday had a •go44amD" thing to do with busiDiss 
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recovery. 

The committee returned t o Mr . Morgenth~u • s office ond Mr . Young 

reported the program outlined above. 

It was decided the leave the matter until after the market 

cl osed tomorrow, Yr. Wors enthau end Mr . Cool i dge to consult by 

phone with Mr. Youns an~ wr . Burgess . 

wr. Yorgenthau suggested a clause on the circular to make it 

possible to raise t he price on the bond if it did not go too well 

and it wee agreed that t his was e good idea . 

Wr. Coolidge end .r . Burgess sugge oted tha t it would be 

necess~ to ?BY the coupon on the Liberties up until Oct ober 15th 

and begin interest on the new security on September 15th. 

During the course or the meeting, there was some d iscuaaion 

or replacing the present stock or Feder al Reserve Notes bearing a 

"payable in gold" clause with a new supply bearing a changed wording. 

It was explained that if this were done , the cost would have to be 

borne by the Reserve bank• as the Treaeury has no appropriation 

ava ilable . 

It was reported tha t covernor Aarrison was very much in favor 

or the change beingmede. 

vr . Young said t ha t his bank would do it and pay tor it regard-

less or action taken by the other banks. 

wr. s eay ss id that he was reluctant to give up the old phrasing 

and that the expense was prohibitive anyway. 

No definite conclusion was reached . 
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August ~9, 1935 

Last night, when I left Mr . Coolidge's house it 
was definitely decided and understood that the release 
on subscriptions of $85,0001 000 to the Farm Credit of­
fering of bonds would be on the ticker at either 
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9 1clock or Just before 9 o'clock this morning, Standard 
Time. I •as dumbfounded to learn on reaching the office 
this morning that Mr. Cooli dge had given inStructions, on 
request from Madison of the Federal Reserve in New York, 
not to give out the statement until t en minutes past 9 . 
I told Mr . Coolidge I thought he had made a blunder, be­
cause it might pr ove difficult to explain why t he infor­
mation was held back for ten minutes . 
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l'OA Il!UBDIM'E BELEASE, 
Thurai11:1¥, AllGUst 29, 1935. 

Press Sorvico 
uo. 5-66 

Secretary of the Troc.eury l\or1,10nthc.u t o41:1¥ announced the 

roRul t of tlw offering by the Treasury on l!on41:1¥ of $100, 000,0001 

or thoroe.bouts, of 1-1/2 porcont bonds of 1939 of the Fedorc.1 

Foro llortgnse Corporation, t cndora f or which wore received at 

the :Jedorol Reserve banks ng t o 12 o 'clock noon , on Yednoaday , 

.Aut>uat 28. 

Tondors for $85, 592, 000 face ecount of bonds were received, 

of which $85, 262, 000 "c.a accepted at prices ranging fro:: 100 down 

t o 98. The average price of t!le bonds t o be isSiled iS approx1-

oatoly 99. Based on the average price at which the bonds ore t o 

be issued on Scptecber 3, 1935, tho yio1~ is about 1.762 to 

caturity, Sopt~ber 1, 1939. 
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