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B.M.Jr: 

Operator: 

B.M.Jr: 

Young : 

H.M.Jr: 

Young: 

R.M.Jr: 

Operator : 

Young: 

B.M.Jr: 

Y: 

B.!.I.Jr: 

Y: 

B.U.Jr: 

Y: 

B. M.Jr: 

Y: 

B.M.Jr: 

Y: 

Bello 

Goyernor Younc . Go ahead. 

Bello 

Young spealdng . 

Goyernor Young - hello 

Bello 

GoYernor Young 

... ,. 25. 1937. 
9: 24 a . m. 

I think there is someone else on the line. 

Well I guess :rou•ll get it all right now. 

Yes. bello 

I tried to locate you yesterday as • ••••• 

I know - I 

•• • •• per your request . I •m afraid that the 
information I haYe now is a little bit late in 
Yiew o! the (some other conYersation goinc on 
in the middle o! this) the statement that CIUH 
out yesterday ••••• ••. • 

Ah-ha. 

• • •••• but- ab- there•s no question about a !iYe year 
note • • •• • •• . • 

You mean •••••• • 

•• •• • and most o! the banks seea to think that :rou 
can put a 10-year out. 

Really? 

Some or thea - ab - eYen go so tar uttwent:r but I 1 • 
skeptical about the twent:r _,aea . (Interrupted again 
~ so.eone constantl;r sa:ring •Operator•) 
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R.Jl.Jr: 

Y: 

a .v.Jr: 

Operator: 

R.V.Jr: 

Operator: 

B. li.Jr: 

Operator: 

B.V.Jr: 

Y: 

B.M.Jr: 

Y: 

B.li.Jr: 

Y: 

B.II.Jr: 

Y: 

B.V.Jr: 

Y: 

B.K.Jr: 

Y: 

- 2-

OOYernor Younc, we'Te got a bad wire - do rou 
mind waiting a minute. 

Yes. 

Just let me clear it. 

(ConTersation going on br another PArtT) 

Bello. 

Wh)- can't :rou get me a decent wire. 

Just a minute. 

(Pause) 

Bello 

GoTernor Younc. Go ahead. 

Bello 

Bello 

lforgentbau. 

Yes. 

Now I can bear you. 

1'117 - ah - between the 5-year and the 10-year 
there ' s quite a spread •••••• 

Yes. · 

•••••• and when you call that to the attention 
ot the banks they're inclined to :t:tink that the 
10-year might go. 

Ah-ha. 

•ow when I say 10-:reara or 5-:reara I reau:r M&ll . 
8-9-10-ll or 12 :rears or I aean 4. or 5 yeara. 

I •ee. 

Tho•• would all haTe to be worked out accordinc 
to the market at the t1ae. 

2 
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a.M.Jr : 

Y: 

B.M.Jr: 

Y: 

B. loi .Jr: 

Y: 

H.M.Jr: 

Y: 

B.ll.Jr: 

Y: 

H.JA.Jr: 

Y: 

a.I.I.Jr: 

Y: 

H.JA.Jr: 

Y: 

Y: 

B. M. Jr: 

Y: 

B. J& .Jr: 

- s-

Yea . 

Bow it is~ own persona1 opinion ••••• • • • 

P1eaae. 

•• • •• • • that- ah- the 1ong tiae issues, that i s , 
up to 10-years is not offered then it will be 
interpreted as a position ot weakness on the 
part of the Treasury. 

Ah-ba. 

And yesterday, before this decision came out, I 
thought that you lllight again otter an adcU.tional 
8110unt ot the 2-7/8' s or the 2-3/4' s due in - in 
tsl- or 48-51 ••••••••.• 

I see. 

But, ot course, this market - ah - looks as it 
it' s going up a 1ittle bit and looks as it both 
of those issues are sweetened too much. 

Ab-ba. 

Bow it may be that the 2-3/4' s on 51- 54 • • • • •• • 

Ah-ha • 

3 

•• • •• •• which closed last night at 3l/32' ds offered. 

Yes. 

Take it up to a point where they' re sweetened a • 
little bit •• • • •• • • 

Ab-ba. 

• •• • ••• and some of those could be offered. 

Bow l'Ye been groping around in the dark a little 
bit because I don't know wbat your require~~~enta 
are ••..••.• 

Yes . 

• • • •••. and I don't know what your receipts are 
going to be. 

-'b-ba. 
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Y: 

B.II.Jr: 

Y: 

B.II.Jr : 

Y: 

B.!I.Jr: 

Y: 

B.)(,Jr: 

Y: 

B,!A,Jr: 

Y: 

R. K.Jr: 

Y: 

R.II.Jr: 

Y: 

B.M.Jr: 

_,_ 

This decision yesterday I assume strengthens 
your position a whole lot. 

Ab-ba. 

At least one of your worries 1a out or the way. 
' 

Yes. 

And I'll keep at that and talk with you again 
i .f you want me to. 

Ob very aucb. Well I don't mind telling you, 
in confidence, I think we'll need somewhere around 
800 million dollars - gross. 

Yes, 

See? 

Well I should say 500 of the 5-year and SOO of 
the other; I don ' t think you' d have any difficulty 
1n that. 

That means 300 of bonds, 

I think it' s policy for you to offer some long 
time bonds and 1n an amount that they'll go. 

Yes. 

Otherwise if you don't offer long time everybody 
knowing tba t there' s some 800 millions coming 1n 
September ••••••• 

Yes. 

••••••• it might be construed as - ab - ab- an 
act of hesitancy on tbe part of the Treasury; a 
little lack of confidence 1n the whole situatiOn. 

4 

Well I ~ven•t talked to anybo47; you•re the first 
person I ve talked to since that decision bQt before 
that decision everybody sa1d I've got to 11ve th .. 
a abort note - 3 years. 
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Y: Well now I've talked with- ah- letts see - three, 
six, eight; nine, ten, elevenf twelv~1 thirte~1 
fourteen, i'ifteen, sixteen - 've talll:ed with 2l. 
peop.le •••• ••• 

R.M.Jr: For Beaven' s sakes. 

Y: ••• •••• and IQ' 11811 talked hi.lte• with about 14 or 15. 

H.M.Jr: Yes . 

Y: Now I find that the best advice comes from the dealers. 

B. li.Jr: Yes . 

Y: Ab - the advice from the bankers - even the large 
bankers is some - is somewhat selfish. 

R.li.Jr: Yes. 

Y: For instance, they - the bankers say, •Well if you 
pu.t on a 10-year bond at 3" be won' t have any dii'i'i cul ty . 

H. M. Jr: Ab-ba. 

Y: Well of course you pu.t out a l0-7ear at 3" 7ou knock 
the 2-l/2lC down; they don't stop to think that you' re 
kicld.ng the tail out of the portfolio 
wben they make a suggesti on like that. 

H.H.Jr: Well that's just craz7. 

r. And - ab - but the dealers are the fellows that 7ou1ve 
got to sell on the i dea, I think, because that' s where 
it comes from ••••••••• 

H. J.I .Jr: Yes . 

Y: ••••••• and I don ' t think there ' s much opportunit7 of 
support froa New York City, particularly the banks of 
New Jork City ••••••• 

H.M.Jr: Yes. 

Y: •••••• because their excess reserves are only a little over 
200 millions of dollars ••••• • •• 

B.M.Jr: Yes . 

5 

. . 
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Y: ••• ••• •• and, under those conditions, they don't dare t o 
step out anything beyond the - ah - the bills and 

s 

properly so too because New York City is pretty YUlnerable . 

H.ll.J r: Yes . 

Y: Take the bank balances in the country here there's 
something well over six bill ions o! dollars; that ' s­
ah - over 3~ over normal ••••••• 

H.I4.Jr : Yes. 

Y: ••••• and regardless ot where the drawing is throughout 
the country it eventually centers in New York and they've 
got to be in a position to take care ot it. 

H. K.Jr: Well I've kept away f rom the dealers because I bought it 
would be time enough to talk to them next week, 

Y: Well I - I didn't understand that; I talked with - with 
two dealers . 

H. M.Jr: Well that's all right. 
haven't. 

Y: Yes . 

I'm glad you did but I mean I 

H. M,Jr: No, I'm deli ghted that you have. 

Y: Well I told thesa there was no significance in my 

inquiries at all; that I had no authority to talk about 
anything and just wanted to ,get their ideas . 

B.M.Jr : Well now Governor Young could you check again and call 
me Friday morning? 

Yt I ' d be very glad to do that . 

B. M.Jr: Because it's very usetul because what you ' re giving me 
is - is - i s - t s fresh and it ' s different !roa what I'• 
getting !rom New York and that ' s wh~t I want. 

Y: Yea. Wel.l now anytt.e that you think I can be helptul 
either here or in washington don't hesitate to eopm•nd 

me. 

H. K,Jr: 

Y: 

Well you're being helpful. right now and it you could 
call ae again Fri day torenoon I'd appreciate it. 

.Ul. right. 
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And it you'd check aaa1n, you see. 

I will. 

Tb.is is nry use!'u.l 'llbat you're girtng ... 

Yes. 

And Quite different from What I•m getting from 
!lew York. 

Well -

1 

I mean because I h~Yen ' t talked - up to yesterday 
they all said, •GiYe them a l5-year note• and *hey 
all said, •Don't giYe them a a l2D& note• and I 
said, "What do you m.ean by a l2K note• - 5 years, 
see? 

Yes. 

Now they may reel better to- day. 

Vlell , of course, I don't know whether you noti ced 
it or not but 1n this recent slump 1n the gonrnment 
bond market ••.• • • ••• • • 

Yes . 

llew England is the one particular section ot the 
country that bas increased its goyern.ent holdings, 
at least as far as the banks are concerned. 

Good. Well What youtye told me i s verr useful and 
if you would call me Friday forenoon I d appreciate 
it. 

Yes, all right. 

Thank you yery 1111ch. 
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Kq 25. 1937 

1. To.xation of non-ruident alieno 

lollowing the general conference thia morning I diecuaaed with 

Jlr, lhite the possibility of tazing non-reaident alhu upon t he pur­

cha.aeo and oaleo of .AIIerican eecuri tie a, by aeano of ao~~e for~~ of ex­

che tax on t he proceeds of ouch tranatera. There are li\IMeroue d1ft1-

cult1eo &nd I t hink 1t 1a doubtt\1.1 1t t hey can be i roned out in tiae 

for legiolation t o be p ropooed duriQ6 t he next few weeke. We hoYe a 

lo~er aemor andua on the aubJec t of tranafer taxea on non-reeidant 

aliena troa ltr. Bryan, tax &aohtant to llr. Ecclee. I, therefore, aeked 

llr. White t o diocuoa the practicality of the proposed taxeo with 

:!r. J:ent and Ur. Zucker , tald.ng llr. Bryan' a propoaalo into account. 

J.t the eu&&eetion ot llr. Lochhead, I i nquired f r om Dr. Herbert leie 

whether the State Department would oppose the propooal to fix a aini~ 

r&te ot 10 per cent upon non-rea1dent llliena , the idea being to alialnate 

the neceaeity tor asking r etunda to a large nuaber of t axpayera with 

incomes of le .. than $25 , 000 froa .berican aourcea . Dr. l'eh aaid he 

would direct an inquiry t o Secretsry Hull, who h abaent from t he city; 

but that he (Peia) felt that the suggestion would be uoacceptable since 

tho great mer1 t of tho ori ginal propoaal from the point of rtew of the 

State Departaent ia that it ia i ntended to bring about equality in the 

tuat1on of non-resident alieno aa COIIJ>Ill'ed to .AIIerican citbeno. I 

told Dr. lela that we propoeod to eliainate poroonal exespt1on in t he 

case of non-reaident aliena and be i ndicated no obJection to that pr o­

poelll. He .will giYe ue Secre~sry Hull'a concluaiono in a few dqo. 

Dr. Tiner baa aent me a meaorandua recoa=ending an exbauatiTe otudy 

of t he entire propooal by the DiTieion of Reeearch and Sta t iotica and 

t he Income Tax Unit. The otudy could not be made ehort of enerlll weeka 

and Dr. Tiner apparently contaplateo that it h adrtoable t o pootpone 

action on the propoaal until t he pr opoaed inYeatige.tion i o coapleted . 

The pointe he aakea are elaboration• of hlo diacuaai on thlo acrning. I 

will be glad t o d1acu11 them with :you in detail 1t 7011 ao deoire. 

2. Ulldiatribu.ted l>rotite tax 

Judge l l etcber, counoal t or the J.aaoctati on of J.aeri can Reilroada , 

&eked ae whether the freaaury would deTOt e any relll attention t o a a tate­

,..,t of apecltio inatancea in which t he undiltributed proti ta tax 11 

operating uneat1atact or11¥· I told hia t hat we would be glad to get a 

epeeitic otateaent and that we would gin 1t carefUl attention. He aaid 

be 'I'Ould haYe the neceaaary i ntoraaUon prapared and aubaUted to ua 

about Jul:r l at . 
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eo..t .. 1our •lYenac llu e•~ onr a two_,... _......_ ooa­
cel'lliDC the oollec\ \elepoa 11bich - _, \o Ill'. Clue a'llod 111e 1-
\u tor 1933· ftM •••eac• of the da\-\ 1e the\ \he Coat- Dlri­
lioll ot \he I- 'l'u UaU 1e a\\e.pUac \o proeare ee\U-h ot .u.t­
Uoll&l \u lleliUi\1 ... Ul4 \o collec\ \he -'- a Wore Jue )0\b. 
'!'here ha4 'ben preriou lle&OUatloDe with Ill'. Galle reprilac a ~tlct.-q 
ill \u for 1933 of tl,OS7. I etlll 4o DO\ Ill ft;r \he \elecr• WU e•\ 
collec\ all4 I u coiDC \o ulr: Ill'. a.lnr1ac elloll\ l\. 
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I.IEETING RE PROPOSAL FOR NEW WITHHOLDING 

TAX ON FOREIGN CAPITAL 
lla:y 25, 1937 
10 A.M. 

Present: 

B. ll.Jr :, 

llr. llagill 
llr . Oliphant 
Mr. Gaston 
llr. Opper 
llr. Taylor 
Dr . Viner 
llr. 'tlb.ite 
llr . Upham 
llr . Lochhead 
Yr . Bell 

I changed ~ s chedule around because tbe gentlemen 

I was going to see at 9 : 30 were sick; I saved from 

9 : 30 to 11 . So I 1m going to have this meeting now 

and I've got an hour. I want to talk at you and be 

talked at, because it seems as though we've got • •••• 

I walked down w1th Dr . Viner and it s eems as though 

we ought to have a meeting or the minds; different 

people are doing different things, and I want to take 

time t o correlate i t. Now let ~s just go around, let ' s 

just see where we•re at. Because I don't want to 

move on this - talk first on this tax on aliens -

if everybody isn•t sati sfied . 

Now, as I say, walking down with Jake - I mean he 

raised some questi ons , and let's take the time to 

get t ogether while he ' s s till here. At four o'clock 

if there ~re anr doubts in his mind - why, let' s give 

him a chance . That ' s why i t 's so good to - sometimes 

L get a little angry, but his main job is to r aise 

questions . 

Now, on this question - let 's just talk a mi.nute 

about bot money, see? I mean there are two divisions; 

the tax division is yours (llagill) and the financial, 

f i scal one i s Taylor•s. Now, on the tax one, walking 

down and talking with Viner, be said that he .wasn1 t 

sure that placing this fla t tax of 35 percent on 

aliena would yield us as much as the present ten 

percent wi tbholding ta.x·. 

Now, if there i s aqy questi on about it - I mean, to 

give you the background, the way I feel, I '• not 

nervous about the bot aoney thing, see? And to give 

you what everybody tells ae, it you don't aiDd rq 
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quoting different people who talk at me - now, 
White, on the other hand, has told me last week 
that i f I didn't make some move on it, to do soae­
thing between now and the first of January, that 
it wouldn1 t wait untU the f irst of January; I had 
to do s omething - gold I - that I had to make some 
move. It I made the move, curtailed the hot money 
thing, then you (White) felt I had time eno1J8h to 
tqrn around and think;end do something between now 
and the first of January . Is that quoting you right? 

Yes 

But I had to move some way and somehow between now 
and the first of January. 

Was very wise to do so. 

Is that quoting you right? 

Yes 

Now, on the other hand, I don't feel nervous about 
gold; I don't feel nervous about the gold coming this 
way. The President doesn't reel nervous about it. 
Now, if there is a.ny question in anybody 1 s mind that 
the J5 percent tax isn' t going to produce a s much 
revenue as the present t ax, then I- I'd much rather 
wait until next fall and then recommend something 1n 
January. See what I mean? And I want to take this 
hour to talk at you people and let you talk at ae. 

And look - I mean after all, while we•re talking about 
hot money, 1t • s all part or the picture of gold moving 
this way, and I can't get excited about it. 

Now, for instance, the thing that happened yesterday, 
I think, i s very interesting. Yesterday morning 
Archie comes to me, upset about the way the Swiss 
are "delousing• t hei.r gold and de-earurldng. At 
four o'clock be comes in - "The Swiss bought fi.ve 
million dollars worth o: our bllls . " I mean things 
happen so fast around here that you' ve got to sort 
of - I mean you just can' t keep your tinier on the 
thing, and I want to take a big broad look at thi l 
thing. 

And than I 111 - a.nd I juat would like to have 

• 
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you (llagill) take the ball from here for a mi nute 
and, if you don't mind, discuss - let's discuss 
this 35 percent t ax and give these monetary people, 
or tax experts, like Viner, a shot at it. Now, if 
anybody 1 s got a question 1n t his room about the effect 
of this move, I say let ' s drop it. So would you mind 
t aking the ball on this thing? 

Well now, what we ' ve got is this. The Division of 
Research and Statistics has given me an estimate 
that this proposal will give us - I t hink it is 
approximately five million dollars more than we are 
now getting from non-resident aliens . Now, that 
Division raised the question as to whether or not 
this proposal was sufficiently good, in view or the 
fact that it didn ' t necessarily affect capital gains, 
unless the particular alien had income from interest 
and dividends in this country . 

However, I notice, on going over their own tabulati ons, 
that the bul.k of the alien money in this country i s 
listed as long-term investments, in a tune of about 
six and a half billions, as compared to about one and 
a half billion in short-term investments; so that if 
that were true, it would seem that we are hitting the 
major part of the problem, even though we are not 
hitting it all . And t hey do estimate, as I say, t hat 
we will get more money out of this proposal than we are 
now getting. 

Well now, further, as far as t he hot money aspect i s 
concerned, the way this would operate would be that 
the )5 percent gets withheld one year and then the 
alien files his claim for refund and some time 1n 
God's providence he gets his refund. We have assured 
t he Stat e Department tha t we will do what we can to 
speed up the granting of refunds, but it 1 s a pretty 
long process; so that for a considerable peri od the 
alien is going to have better than a third of hi1 
income taken a way from him and r est on t he pious hope 
t hat some day the Treasury will give him back any 
excess over the tax which is normally due. From ~ 
own point of view, that would be an extremely 
discouraging factor to me, and I should think it 
would be to the alien. 

You mean d i scouraging because he has to wait so long? 
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Yes. 

But woul.d you discourage him f r om the standpoint of 
reinvest ing? 

Well , to the same degree, it conceivably might induce 
him to make short-term investments, or something of 
tha t descripti on, r ather than long-term. But I shoul.d 
t hink i t woul.d have quite a strong effect toward 
inducing him to t ake his money home, because the 
disadvantages ·or this procedure are considerable. 

Well now, looking a t i t again from the academic or 
theoretical aspect, the question on the yield resolves 
itself into how many of these people t here are who 
have incomes of less than $25, 000 as compared to t hose 
who have incomes in excess of that amount; and on t ha t 
the stati stics are almost completely unreliable, as I 
see them. They are old a nd not much good . The reason 
for those figures is, as you know, that the ten per cent 
flat rate is the r ate which i s applicable to our citi­
zens at about $25,000 , so that in the case of persons 
with incomes of less t han that amount we will in the 
end get less money under t .his proposal than we do at 
present; in the case or persons with incomes more than 
that amount, we will get more income under this pr o­
posal than at present . 

That's incomes of that amount from American sources. 

Fr om American s ources, that•s right. 

But the net gain to the Treasury might be five million 
dollars? 

Tha t's my r ec- - I haven't l ooked at that f igure 
recently, but that is my recollection of the figure 
which the Division of Research and Statistics gave me. 
I know there is a net gain and it is about that amount . 
Tha t doesn' t sound like much, but the fact i s there 
isn't much income from these sources anyway . I t hink 
the l ast two or three years we've beengetting only 
t wo and a half or three million dollars from non­
resident aliens -very S1118ll figure. 

Well, let me put it this way •••• 
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That doesn ' t include bonds - the tax withheld a t 
tbe source on bonds, does it? On bonds ' interest? 

Ho. 

You111 be getting that, you see, from non-resident 
aliens . 

No, this wouldn' t affect - our Governments would 
still be exempt. 

No, I don't mean Government bonds. 

Well , Government bonds are still exempt. 

I don't know; I assume that it does , Jake, but I 
don't know. 

llay I just interrupt a minute? 1 1m going to do 
more talking t han I have in some time. Now let's 
say we do this and it works; I mean they file 
returns and all that. I can' t see ~self that t his 
gets at the source as to why funds move tbis way. 
I mean it isn' t going to make the fellow who does 
it from fright change his mind, tbe fellow who wants 
to g at his money a way from t he airplane bombs; it 
isn' t going to make t be fellow change who needs 
dollars ; and also the fellow who is motivated by 
profit. 

I think that ' s true. Frankly, •••• 

I mean I'm arguing - I 'm Just going 11o argue against 
the thing . 

In addition to what I've said, one main reason that 
moved me toward this kind of conclusion is this : This 
proposal does do these two things . Tbere is no doubt 
1n till/ atind, from til¥ factual s tuey or bow tbe 1936 
provisions got 1n tbe law, that tbey were lobbied in 
there for the benefit of wealtQy non-res i dent aliens, 
and the present provisions are simply a gift to tbe 
wealthy non-resid~~t aliens in this country, of which 
there are plenty . You take Dorothy Whitney Straight* 
witb f JOO,OOO ~merican income; her tax gets reduced 
from $155 1 000 to f JO, OOO . What more could you ask, 
at the time wben American tax rates are going up? 

• Dorothy Whitney E~urst, Straight Securities 
Holding Foundat ion 
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Well, Ros, then if that were the motive, then this 
thU!g would become a part of the etgbt or nine methods 
of evading our taxes, rather than the bot money. 

Yes , it ' s closely connected with that. 

What? I mean then it would be just as much - this 
would be just as much a part of your progr am as -
let' s call it the Bahamas device of incorporating 
!or Americans . 

Right! Right ! 

What? Right? • 

And you r ecall, in this same letter that we sent to the 
President, and which he may transmit , we put in the 
foreign personal holding companies as one part of .the 
whole- thU!g. 

'ii'ell then, the thing gets down, does it belong in the 
eight or nine devices t hat people use, both American 
citizens and aliens , to send: their money abroad, to 
evade taxes, or become foreign citizens to evade our 
taxes? 

It cert ainly does so f ar as the foreign personal 
holding company goes. 

Or the American who becomes a Canadian citizen to 
avoid our tax . 

We 1ve bad that right along . 

I•m going to loolt up Jake's investments. 

I reversed it, became an American to escape taxes -
on nonexistent income. 

That's just a little fun . 

On nonexistent income . 

I got that. 

We ' ve got a lot of cases pending before the Board and 
in the courts which involve a device couon!y used 
in 1929 . If you wanted to sell securities, you organ-

• 
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ized a Canadian corporation to do the selling and 
another Canadian corporation which bought for whoever 
was taking the securities; or you could have Canada 
and Panama or Newfoundland, whatever you wished. 
Now, the books are full of those . 

Well now, let•s put it up to Dr . Viner on the basis 
ot a part of eight or nine devices and not as a 
bot money proposition. Bow.do you feel about it? 

Well, there are a number of f actual questions that 
I don't reel ••• • 

Would you mind raising them? 

Well, one of them is Just, first, the nationality 
of these recipients of income from Ameri can sources, 
and what do the tax l aws in that country do with 
respect to credits paid here . 

Honestly, I think you're too much influenced by your 
own situation. 

Ob no. 

I thought I had you sold yesterday afternoon on what 
seems to me a thoroughly sound theoretical proposition; 
tha t is, that what the country of nationality does 
with these people is none of our business; his personal 
situation and his surtaxes and personal exemptions are 
up to them and not up to us. And I don't see that it 
makes a damn bit of difference, as far as our tax 
laws are concerned, whether Oreat Britain taxes these 
people one way or taxes them another . 

That isn't what I have in mind a t all. But the ques­
tion of tax exemption - for instance, Dorothy Whitney 
Straight is allowed to deduct fro111 her total incoae 
tax to England any tax she pays in this country. Does 
it necessarily make any difference to her whether she 
pays us $300,000 or $10, 000 a year? 

Yes, i t does, because the rates of the two countries 
are not the s&llle . Now, we, for instance, allow as far 
as our own people are concerned - we allow a cr edit 
for foreign t axes only to the extent that those 
foreign taxes do not exceed our own; that ' s the way 

Regraded Uclassified



Viner: 

llagill: 

Viner: 

H. lol . Jr: 

Viner: 

H.U. Jr: 

Viner: 

White: 

H.ll. Jr: 

Viner: 

-8-

it works out; so that one of our own citizens 
investing in England asay very well not get a 
credit for the actual amount of taxes paid . 

Yes, but the question I asked.is, what does 
England do? Unless we know what England does, we 
don•t know that this would be a deterrent to 
Dorotby Whitney Straight. 

17 

I still don't see wby we need to know that . The 
fact is that the United States is more generous in 
the treatment of our people with incomes abroad than 
any other country is with its people with incomes 
abroad . 

I haven't made ~self clear. If this is intended 
as a deterrent t o f oreign capital coming here • •• • • 

No, no, we•re going to leave that and say we•re not 
going to do it for that reason. 

You mean we 1 r e not - we're talking simply as evasion 
of t axes. Well, I withhold any comments . I'm not 
at the moment enough interested, haven ' t thought of 
it from that angle. DDthinking of it now simply -
but we ' re doing the loopholes in the tax thing? 

Pardon me? 

Loopholes in the tax laws. 

I think Kr. llagill is over-modest in his claims in 
t ha t respect, because I do feel that it is some 
deterrent t o some foreign investors here to • • •• 

Now wait a minute. I'm coming back. 
I want to get him (Viner) first. I•m 
little mental gymnastics. I•m Just -
him first on loopholes; then if I can 
that, we 'll - then we'll come back to 

Wei t a minute, 
Just having a 
I want to tackle 
sell h.ill on 
the hot money. 

Well, I'll talk on loopholes. I still say I•d like to 
see a picture of the amounts coming from countries 
where this would be - would lead to action on their 
part. If we want this in order to get revenue, then 
the question .is, are we going to lose the revenue 
because it for ces thell to w.itbdraw their funds? So 

• 
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I say again - I go back to my i dea that it affects 
you on the revenue. So I have you either way. 

A Mexican Jumping bean is what you are, Jake. 

Well, you ought to -you can't let a Chicago boy 
take us over the Jumps . 

He ' s a Chicago boy too. 

Well, so far as that part, the answer to tbat is that 
I think the people from whom we're going to collect 
the large sums of money are people who can' t very 
well withdraw their investments. For instance, one 
of the largest cases I discovered was the case of a 
woman who withdraws her $155, 000 from the vuaranty 
Trust Company. And the run of these big cases are 
cases of trusts which were established for our 
wealthy American girls who married foreigners, 
nobility and what not, abroad. Now, that money 
can' t be taken out of here, and it is from them -
it is them that I am aiming at primarily, and it is 
from them that we will get our money. 

You - he doesn' t like American gals. Weli look, 
l really wish you'd keep at it . I'd like to settle 
this thing this morning. I mean even try to answer 
your (Viner) obJections on the hot money, any basis 
at all. I mean I'd like to- I mean whatever your •• •• 

You see, if you take your own proposition, you have 
answered your sell' in this way. You have said tbat, 
assu.m.ing that this thing does plug the loophole, why, 
then maybe these people would withdraw their money. 
Well, as I understand, nobody's going to weep over 
that. Your own argument, I think, is one of the 
best reasons to do it. 

l say I'd like to explore it Just to see what are 
the probable consequences. And part of the picture 
I'd want to see is, tor how much of this income de­
rived from American s ources would this be a seri oua 
burden? And then see, what are they likely to do 
under the circumstances? 

Well, let me put i t this way, Jake . I!' we got tbia 
bill through, can you see a111 chances ot acy aore 
•on87 coming here? 
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You mean new money coming in? 

Yes . 

Would it act as a deterrent t o new funds? 

No, would it encourage new funds? 
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Oh, would it encourage new funds . Well , if they -
t he question is whether the funds come in in -
typically whether the bulk of the funds come in i n 
less t han $25, 000 per i ndividual chunks. If they 
do, then Kagill tells me that we are lowering the 
tax r a ther than r aising it, therefore encouraging 
its coming in in t hose small amounts . Is that 
right? 

Yes, in so far as your taxpayer has less than $25,000 
income from this country, he can get a lower r ate. 
Now, obvi ously, you can modify this proposal if you 
want to by putting a ten percent bottom on it, in 
which event you ' d be perfectly sure to get Just as 
much as you are getting now; you' d also have Herbert 
Feis on your neck. You can weigh those considerations 
t o suit yourself. 

Now, that doesn't apply to corporati ons, does it? 

Yes 

I mean the $25, 000 figure is corpor ati ons, anything? 

'.Yell, I perhaps didn't understand you. The general 
pr oposal which we are making - talking about, would 
a lso apply some form o f Withholding r ate to foreign 
corpora tions, to try to drive them to file r eturns 
of t heir capital gains . 

But the r ates wouldn't be the same as this rate you 
are talking about. 

I 1ve asked Economi cs and St a tistics to give me a 
r ate . 

Well, on the individuals - may I confine 111self t o 
individuals? 

Well now, bear in lll1nd one further thing on this, 
that this proposal, unlike acy other that 1 a been 
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before us, has one other possible advantage, and 
that is that you do exercise a rather severe compulsion 
on the non-resident el.ien to report his capital gains, 
and we have never put h1a under aey such c011pulsion 
before . 

Also to deduct his capital losses. 

Yes, up to $2,000 . 

Which means this, in the past: you can' t expect 
much r avenue from the t. 

No, that isn' t true. You see, we have sl.apped him 
on the wrist up till 1936 and told him he should 
repor t his capital gains and take ott a deduction 
for his capital. losses. The tact is be didn' t do 
aeything . 

I mean domestically, the capital gains tax has not 
been used much as a source ot revenue, has it? 

Oh yes. What you been doing, reading tbe Chicago 
Tribune? 

No, I •m not informed. 

Oh yes, we get hundreds of millions of dollars out 
of it, over the years . 

Do we? 

Yes, we do. 

Oh, I know - yes . The question that is in doubt is 
as to whether the capital gains have increased the 
net productivity of the income tax as a whole . That ' s 
the matter 1n doubt. 

The two problems there are these, so far as the way 
the tax law bas been actually toraulated. We have 
.. de a great deal. of money out of having the capital 
gains provision. Bow, the qualifications are as 
follows : For the last s everal years , we have had 
severe limitations on the deduction ot capi tal losses. 
It we had gi ven people deductions of capital losses 

• 
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against their ordinary i ncome, wny, then the loaaes 
might very well have wiped out fains which we have 
taxed in the past; but we haven t given thea such 
losses. 

Ros, as I understand it, you•re combining this pro­
posal with a request to make foreigners subject to 
capital g sins at this time? 

'Ne don ' t request, we simply say, • We ' re going to 
withhold 35 percent of your periodi cal income . Now, 
if you want to come in and file a return and show us 
what your American income is, including capi tal 
gains, and subject yourself to tax at the rates 
applicable to our own citizens, we ' ll give you back 
any excess of what we have collected from you over 
what your return shows.• 

It is =:r understanding that your foreign resident 
is not subject to capital gai ns tax at the present 
time, so that you would have to, in order to make him 
subject to i t - in other words, there's no reason 
for his co111ing in and filing a· oapi tal gains r eturn 
because he isn• t subject to the ta.x. 

That ' s true; we need to amend that provision or the 
law. 

That's right. 
to amend tha t 
be subject to 

That ' s right. 

You would co111bine this with a request 
provision of the law so that he would 
it. 

He would do it, presumably, only when he could make 
a tax saving. 

You'd have to amend the law to require hill to file 
a capital gains . 

But do they have this privilege now on the ten percent 
tax? 

No . You can lose on a.Qy taxpayer w1 th less than 
$25, 000 income . 
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As I understand it, what we are pr oposing to do 
on individuals is to withhold 35 percent ot his 
revenue . 

Less capital gains. 

Bo, wait a mi.nute. 

Isn' t that right? 

On what we catch, on what we find . 
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It he wants to file a r e turn, then he is subject to 
all the taxes, including capital gains, that an 
American citizen is; but it he accepts the 35 percent, 
then he is not subject to capital gains . 

In ot her words, you give him an option, but you have 
to change the law in order to give him an option. 

Clear that up, Ros , will you? 

Well, I don ' t see your point. You have to change 
the law to do any of this. 

Yes, but as t ar as the capital gains thing, you have 
to change the law in order to give him the opt ion, 
don' t you? 

Well , yes. But I still don ' t see the materiality or 
it . At the present time the law is t his: that it 
a non-resident alien, under the 1936 Act - it was not 
betore 1936 this way, but in 1936 it was changed to 
the • ttect that a non-resident alien not having an 
office or place of business i n this country is sub­
ject to a ten percent withholding tax on what I will 
call periodical income; that is , interest, dividends, 
royalties, etc .; but he is not sub ject toany tax at 
all on his capital gains at the present time. Now, 
prior to 1936 he was, but the provision could not be 
made effective because whether he tiled a return or 
not was really a matter of his own option; there was 
no r eal compulsion to do so. 

Now you make hia sub ject to capital gains, 
subject to t hat . 

• 
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Only it' he elects to be. 

Practically, if he elects to be, because we have 
no compl,llsion. 
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I think you have to make them all subject to it, 
because otherwise how do you give them an option? 

Isn' t it this, Ros: t hat you are proposing to 
increa se the withholding r a te from ten percent 
to 35 percent on the same i ncome on which be i s 
now taxed ten percent •••• 

Right. 

•• • but if he wi shes, be may elect, in lieu of tbat, 
to subject himself on his income from American 
sources to the same rates and system of t axation 
as an American citizen would be subject to on that 
same income . 

Right, that ' s exactly right. 

And he will never do it except to decrease our 
revenue. 

That's right. 

Would that carry w1 th 1t the right to audit his 
private books? Coulct we establish a ·corps in 
Internal Revenue i n Canada end England, etc., to 
examine their books? 

You see your answer · t o your own question. 

No, I don't. Treasury does it on tariff. 

Tries to , 

But in this case we have the money; they have to 
come down and produce aQY evidence they can. 

Well, there's some easy outs; they'll set up six 
di£ferent meabers of the faally to break it down 
into small chunks. 
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I don't think you want to go into all the adminis­
trative machinery; we've discussed that somewhat. 
One thing that I contemplate requiring that he 
should do would be to file a statement under oath 
as to any American brokers with whoa he's operated, 
or any British brokers with whom be's opera ted who 
in turn have accounts with Alllerican broker s , give 
us transcripts of his brokerage statements, etc. 
That i s , we a re certainly going to make him prove 
a s conclusively as we can what his American income 
actually was before we ' ll give him any money back. 

The burden of proof is on the foreigner. 

The burden of proof is on t he foreigner. That's 
why I said earlier ill the discussion that I think 
t hi s increase is going to have a severe discouraging 
effect a t least upon new investments by non-resident 
aliens her e . 

Well , you see, with Feis •s point of view, s ay, in 
mind, if you expect t o force him to get hi s refund 
by going through a very painful administrative pro­
cess. . • • • Will you force him to b ri.ng his books 
here? 

No more painful than our own citizens are subJect to. 

Well then he ' s got easy evasion. 

Well, i s this right: t ha t t he capital gains provision 
will deter new capital coming here only to the extent 
of 35 percent of his income, because we don't reach 
his capital gains unless by his paying on his capital 
gains he saves taxes . 

Why don ' t you make it possible for them to evade -
why not make it evasion i nstead of avoidance, and 
say they have to file a return? Then, even though 
they're getting more t han a capital gains so high 
t hat th&)' would save money by not reporti .ng it, they 
would be evading the t ax and not avoiding it. And 
then you might get some additional capital gai ns and 
you would get additional returns . 

Well , that is that old picture we bad before 1936. 
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How you going to make Mr. X, Y, Z file a return? 

Except tha t when it is evasion instead of avoidance, 
it i s some det errent; be is breaki ng tbe law ins t ead 
of not breaking it. 

r.ell , if you don ' t mind, I •d like t o sti ck to the 
f ormula, unless someone bas got a better one so far. 

Yes, I think thet i s better. It ' s not important . 

You think it ' s better . 

I.t 1 s not important enough to take up time. 

I 1 d say the only deterrent there to making fraudulent 
claims for refunds would be the requirement of making 
an oatn. 

Well now, Jake, let•s;%~ck to tnis thing . 

Tbat may be an important one . 

Our access to b r okers 1 accounts would be effective . 

But you can deal With it by having six accounts witn 
the broker under si x d ifferent names of members of 
your family. 

You don 1 t trust six members of your own family . 

(Hearty laught er) 

llarvelous t 

You can beat tne present law. There i s nothing in 
tne world to preve.nt a non-resident al i en a t present 
from having his interest and divi dends payable to an 
Ameri can witn no income or very slight income, or 
having it payable to e!gnteen Alleri cans with slignt 
i ncooes and ask these fellows to go on and pay the 
t ax at tbe rate for t hat aaount of income and t hen 
transmit it to him. Now, unquesti onabl y that is 
being done. Don ' t think that this present ten 
percent rate is any model of perfection. I t ' s got 
boles in i t like a tiwiss cheese . 
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%1m not saying anything for the ten percent; I'm 
just asking questions bearing on the possibility 
of having a reasonably good administration of this 
new proposal. I say if it' s going to be evaded 
80 percent or 60 percent, then you better not 
have it. 

I would think it is perfectly clear t hat it is not; 
it might be evaded five percent or ten percent; I 
think it is very unlikely to be evaded any more . 

It applies to persons who - they ' ve got to reduce 
their individual incomes to below $25,000 in order 
t o nave a saving by applying for a refund. 

From American sources. 

Yes , I know, from American sources . Now, in the 
first case , I suspect, as f ar as individuals are 
concerned, t here are not more than a hundred indivi­
duals in the world who derive $25,000 a year from 
American sources . 

You1 re wr ong, on the statistics we have. 

I mean who have more than $25, 000 a year American 
income? 

(Nods yes) 

What i s it, 150? 

I•ve got the figures . I don ' t remember precisely 
how many you have. There are not very many non­
resident aliens paying us a nything anyway . My 
recollection of - the l ast figures I got, as I say, 
are so incomplete that you can't do much with them. 
But t hey - well , a s I recall it, there are not quite 
half of them above $25,000 and about half of them 
below. 

Half of the persons who derive income from the United 
States only are below $25,000? Wby , there aust be 
fifteen thousand people in Canada alone who • •• • 

No, no - I mean tha t we nave the knowledge of. No, 
I don't think ••••• 

Oh, you mean ••• • 
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Well, how ca.n we tell how many .non-resident &liens 
there are having income from the United States? 
I don•t know when they file returns. 

There are tens of thousands iD Canada . I can tell 
you where you can find one source and you can get a 
rough estimate . In the Province of ~uebec, in the 
probate records, they publish e ach year a public 
volume containing records of a~l persons holding 
securi ties . It was over lSO,OOO in 1913, and 4S 
percent of them held American securities . That has 
undoubtedly g one up to 80 percent now, with the 
change . 

Well, see, one trouble you have had at present -
one thing we are also el1m1Dating, which will give 
us some more revenue: we have heretofore given your 
brethren up in Canada the same exemptions that we 
have given our own people, which means that you 
c ould have these people holding large amounts of 
American securities and s till pay us no taxes. See, 
you can hold a hundred thousand dollars of American 
securities and the tax would be negligible . 

Everybody who holds securities in Canada has 
American securities . 

That unquestionably would yield some more money. 
I don't see why we should give the non-resident aliens 
any personal exempti on at all , so we are recommending 
that tha t be abolished. Wel l , that undoubtedly will 
give us quite a -bit or additional r evenue . 

You already withhold on bond interest, don ' t you, at 

the source? 

Well, not effectively. I never can get correct 
exact l y what they do do, because they ' ve got this 
tax free covenant bond mix-up in there too ; but 
generall y speaking, the withholding provisions 
were not at all effective until 1936. 

But they withhold on bonds for everybody, including 
Americans, don•t they? 

No, no. No, they don •t really withhold for Ameri cans 

at alL 

• 
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What do you propose to do about aliens buyilll 
American OoverllJilents? 

I haven't made any special proVisi on. 

29 

You going to c ontinue to let them be tax-exempt1 

You mean new issues . 

I haven ' t made any special proposal on that at all. 
I should t hink it would be essenti ally up to you and 
Taylor . 

Well , will you make a note of that, Wayne? I mea.n 
whether an alien shall continue to buy United States 
Government securities the income of which is tax­
exempt to him. 

And you want to go any further, Jake? 

(Nods no) 

Where do you stand? 

Oh, I think that so f er I doubt very much whether 
it could be 20 percent effective under the present 
set-up. 

In t erms of ••• • 

You see, i f there are no exempti ons of a thousand 
dollars or • . •• • 

20 percent effective as t o what? 

As t o the amount •••• 

Of evasion? 

•••• of evasion of persons applyilll • I mean that 
there will be an almost ••••• 

Well, where do you get it? Where do you get the 20? 
Why don't you s ay 10 or 50? 

Well, I'd say very substantially over 50 percent would 
make fraudulent claims on that basis . 

Regraded Uclassified



Magill: 

Viner: 

Yagill: 

Vinar: 

!.lagill : 

Viner: 

Magill: 

Viner: 

Magill: 

Viner: 

Lochhead: 

llagill: 

Lochhead: 

-21-

'Ne don ' t have to approve t hftm, do we? 

You can' t prove they're fraudulent , 

Well , they have to prove that they are not . 
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Then you're going to have an unreasonably severe 
administrative policy. 

No, we're not. No, I thi.nk you defeat yourself. 
You say here that we have to allow a fraudule.nt 
claim, but we don't; the burden of proof is on 
tile alien. 

l'lhat Will you accept as reasonable proof? 

We investigate t hese things with care, because there 
are not many of them. 

Oh, there will be thousands of them. 

No, there won't, 

Well, if you don' t allow the thousand dollar exemptions, 
you've got thousands of cases in Canada, let alone the 
~nglish, maybe another 50,000, who hold American 
securities . 

Well , Ros, the main danger I see there is eliminating 
the ten percent; I mean people being able to come back 
and claim the small refunds on small holdings, the 
average small investor that used to have five shares 
of this$ock and that. Be 's getting 10 percent taken 
off now end he's not bothering much about it, but if 
he has a right to come back and claim below that ten 
percent, then you ' ll have all that small stuff. Isn' t 
it feasibl e to continue your minimum? You say that 
Feis is going to object, but on what ground would 
the St ate Department object to keeping t he minimum 
ten percent? I mean t hey might object, but we've 
already got ten percent and it ' s established; as long 
as we ' ve got the ten percent, I don't see where the 
State Department could object very seriously. 

Well, as far as I'm concerned, I'd be glad ••• • 

I think if you had the ten percent, you'd eliminate 
an awful lot of nuisance. 
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Don't you think you could be up against this , 
Archie? The presentation of each claim for retund 
is r ather an expensive thing. I mean you1 ve got 
to prepare the papers, you've got tog et somebody 
to help you, and as I recall it, why, those boys 
charge you something, and you make affidavits, etc. 
And you are up against what the relative cost is. 

There ' s no doubt of that. 

Ninety percent of these people that you' re talking 
about, Jake - they ' ll find out what the cost is to 
be able to claim t hat refund and won•t do it. 

Then divide into two groups. One group, it pays 
them to make a careful report and careful claims 
and to split up their returns amoDg different members 
of the f amily and to evade it. The other gr oup gets 
hit with a 35 percent tax, which is an unreasonable 
tax on persons with small income. 

It ' s only the income which they derive from this 
country . 

Why the solicitousness for people who get income 
from this country on holdings of stocks and bonds? 
Is it because only widows and orphans select America 
as the country to pay them their income? 

Yes. I attach less importance to the bonds than you, 
and I say what is unfair to an American on this side 
is unfair to a person living on the other side. 

There are other t hings involved which necessitate 
certain policies. 

On the question of deterrents - on the hot money -
that's not in the picture a t the minute . 

If it wasn't in the picture, we wouldn ' t be talkins 
about it . 

In any oase, Z•m not saying "yes" or "no . " I'• 
simply thinking of possible dif.f'iculties . 

You say one minute that it isn't f air and then the 
next minute you say it won•t work. Well now, it 
can• t be both . 
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It may work for soae and not be fair for them and 
not work for others and be too generous to thea, 
They may divide into two groups . 

It is essentially fairer t han the present systea, 
as far as that is concerned . Now then, so f ar as 
the matter of evasion i s concerned, that is s imply 
up to the Legal Division. We ' ll put the burden 
of proof squarely on the f oreigner; and, as Wayne 
has said, he ' s got to hire ~elf a lawyer, make 
out this proof, get i t in here, and sati sfy us; 
and, believe me, we'l l be strict . ?le•re strict 
now, and refunds are just not being made. 

May I interrupt this a minute? I don' t get - I 'd 
l i ke to just get the answer to Lochhead's proposal, 
the minimum of ten. 

Our own c itizens aren ' t on the same basis, you see . 

Oh , that's why the St ate Department wants this new 
scheme. 

Because we•re putting them on the same basi s as 
our own citi zens, end the foreign countries can't 
object on that basis. 

My answer to that is tha t the foreign countries 
are not on the same basis . 

What's the British r ate? 

22! . Foreigners can apply for a refund . 

I don't think f oreigners. 

The English withhold income foreigners obtain from 
English sources; then you have to apply for a refund 
if you think you' re entitled t o it, just as the 
Englishman. Your proposal is very much like the 
English procedure, if I 1m not mistaken. 

I don't think the English permit the foreigners to 
apply for a refund . 

I •ve applied for a refund, 
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If you don't mind~ saying so, ther e i s nothing 
here that you (Viner) have said that influences me -
I mean let' s be honest - that , looking at this thing 
from every possible angle, shakes me sufficiently 
to say not to go ahead with it; because I don't 
care what the tax method is, there will always be 
something the matter with it . The only thing that 
would shake me would be if you s ay this i s going to 
encourage funds to come here: 

That' s why I still stick for this ten percent, 
because •••• • 

No, Archie, you can1 t • •••• 

Magill would say I'm shifting again, but I'd say as 
far as the ten percent, the necessity of going through 
that severe rigmarole on r efunds would be equivalent 
to a ten percent withholding in severity. 

No, ArohieL you can't get by with the State Department 
on that. ~he only reason I want this proposal to stay 
as i s - I don ' t want to r aise t he thing again. The 
State Department says, "We' re willing to face the 
var ious embassies and representatives of foreign 
countries because on this basis they can't obJect, 
because you•re going to treat t hem the same as you 
treat your American citizens. No embassy could obJect." 
The entire State Department i s satisfied. They weren't 
before . Now, if they are satisfied - certainly they're 
always worrying about the foreigner - wny should we 
worry? 

I wasn ' t worrying about the f oreigner s . I was worry­
ing about our tax group that is going to have to pass 
on those refunds. 

Well, the fellow who gets i50 to $100 worth or 
dividends a year, see - he ' s stuck for 35 per cent. 
He isn' t going to go to the trouble of making -going 
through this rigmarole; the paper work would be t oo 
much. He 's stuck. And he's got to sit down and 
figure out whetber it is wortp while, his selling 
his Santa Fe Railroads •• •• •• 

• • • and bi.\Ying Fr ench r ailways . 
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There is just the other side or the picture, which 
I think ought to be considered a moment before the 
thing i s passed. Suppose the thing were unexpectedly 
draxtic and effective in stopping - changing the flow, 
and, ooupledwith other events that upset things, 
should start a rusb away from the dollar, etc. I say 
"unexpectedly" - I put it that way . 

Of course, •.te are faced with one billion dollars 
sterilized gold right now, plus two bil lion in the 
fund; I mean you 1ve got plenty of leeway . I ' m not 
worrying. 

What he ' s worrying about is the stock market, not 
gold. Security prices is What you bad in llind . 

Grain prices - what have you - the whole deflationary 
effect of an unexpected sudden move, t hat ' s all. 

A possibility, but 1t • s so slim, because any attempt 
to sell in any large quantities would soon remove 
the advantage or disadvantage which is caused by the 
additional tax, so a s to give pause to it, It • s too 
slow an a cting matter to give rise to the difficulty 
which you mention. 

Well, I ' m merely taking this occasion to point out 
t hat the last time the matter was discussed, it 
seemed there was no reason wby the thing shouldn' t 
be flexible 1n case of unexpected danger, and we 
conceded the advantages of its being flexible. 

Viall, and we couldn' t get away with it with the State 
Department. 

They objected to that, did they? 

Sure. The only reason I get it that they like this 
thing is because somebody sold it to them - I guess 
Magill did, or Taylor, I don ' t know who - on the 
theory that all we're suggesting in this method is 
to tax the foreigner the same rate we are taxing our 
own. Now, they won't go along with the flexible thing, 
and we have no flexible tax method here; and I suppose 
that since we discussed it last time, the thing Archie 
points out has made the danger lessen. · 

The other thing, when the President di scussed this 

• 
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thing last November- I haven't got the securi ty 
chart but I remember the Dow-Jones figure was up 
to 190; since then they ' ve gotten it down to 167 
and it 1 s recovered to 175; wheat was $1 . 50 and now 
it is $1.20. / And also, Just as soon as 1t1 s recom­
mended - take tbre~ four weeks to go through and 
if the publicity on it should be too severe, we ' d 
always have a month to catch it . But I - I don ' t 
think that •.•.. 

35 

That ' s one of the advantages of making it one of 
your eight, from t hat standpoint; make the publicity 
less severe. 

But the big fellows would pick it up at once and 
notice •••• In the interval, whi~e the bi~l is under 
way, if you have holdings, say, of a million dollars 
American securities that you have held since 1934 
or 1935, and of which three or four hundred thousand 
dollars is capital gain, you•~ got a tremendous 
incentive to draw that out before the l aw becomes 
effective. 

Well, that is intended to - it was suggested in 
one of the other memoranda that the date a t which 
this becomes effective be put sufficientl y f ar 
ahead so that there i s no immedia te pressure to 
sell. 

Or you could do it the other way, make it the calendar 
year ' 37 . 

I want it for the calendar year 137 , Ros. 

Oh yes, sure . 

Well, I'm glad to have had this talk. I swear -I 
mean so far - I mean I don ' t think anything i s going 
to be perfect, but· I want to be frank with~ own 
group and if you encourage it as a move in the direc­
tion of control~ing hot mon.ey, l' d be more than pleased . 
U~ess somebody has got something else •• • •• 

Even though it meant a sudden and voluminous sale, 
unloading of Amer ican securiti es"l 

I 111 underwrit e that t hat won• t happen . 
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They ' re going to have the date for the capital gai na 
as of 19J7 . 

You mean December Jl, 19J7. 

No, it starts January 1, 19J7. 

Any capital gains made up to that tille . 

So you collect on the market value of the securities 
as of December Jl, 19J6, and apply the capital gain. 

I want it to apply to the calendar year 19J7. 

Well, that's the same. Let me point out that you 
create for yourself another problem like this 
Karch Jl, 191J, valuation. 

Hby don't we use cost? 

Cost. l'lell then, they must sell out - you see, 
t hey must sell out now in order to realize on their 
capital gains so as to escape this J5 percent tax. 

But they don't escape if they do. 

They' re out; you have no tax . They' ll sell between 
the introduction or the bill and its passage . 

I think •••• 

They can stay 1n the country, switch from one 
security to the other. They realize on the ones 
that they have. 

You can arrange the effective dates to avoid that. 

I don ' t think you can. 

I think Me can enact a r etroactive duty on brokers, 
something like the silver tax . 

'Nell, we have Dr. Viner; do you want to ask ll1ll­
does an,ybody want to ask him an,yth1ng? 

I ' d like to ask him one question. All this, do you 
feel - t his is a leading question - is of secondary 
importance - not of no importance, but of secondary 
importance - with respect to stopping the flow that 

• 
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is coming in? 

I don't know. It depends on the question I r aise 
as to its effectiveness. I could see a 35 percent 
tax, including capital gains, would lead to - to 
anybody who has any fUnds coming here, it would be 
a strong incentive to change the tore of hia assets . 

Don' t say 35 percent including capital gains . You 
report your capital gains only it you can lower it 
from 3 5 percent . 

You mean we don• t reach the capital gains - we 
reach them only by voluntary reporting . 

So 35 percent is t he top. 

I ' d say then you 1d realize your capital gains before 
the act becomes effective and t hen apply for the 
refund on the ground tba t your income is less tban 
35 percent . 

I think we can do something about making that retro­
active . 

Well, you know what sort or an outburst would occur 
if you make it retroactive - tha t it wasn ' t a 
reasonable •••• 

Well , we ' ve done that regularly in taxation. The 
1936 Act was passed when? 

June 22 . 

37 

And it was retroactive from January l, 1936. Regular 
procedure. 

Almost have to give t hem January l , 1937, as a 
deadline d ate, Just the way you give 1913, because 
you had it orr, now you•re putting it back on, and 
that 1 s a pretty good date. 

And you'd count the capital g ains no 118tter when they 
acquired the property, even it they acquired it iD 

1913 . 

That ' s right, if they realize i t in 137. And the 
only problem i s the proble• or whether or not we 
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could enact a retroactive act placing the burden 
on the brokers to withhold, aDd I think we ought 
to do some work on that . 

Are you all right now? 

I don't say that ••.• 

But is what we are trying to do - is it clear to 
you what 'lie are trying to do? 

I t hink so. I see serious problems. 

So do I. 

I ' d like to see now the thing worked out in detail 
and have a look at it tha t way. 

28 

Well, the President has given us three weeks to work 
out this legislation, see, so you•ve got time, Jake. 
He's given us three weeks to work this out . What? 
now if - wait a minute, does anybody else want to 
ask Dr . Viner a question, because I want •• • All 
right. 

Now Taylor, are you ready at this time or would you 
want to do it some other time, to talk about the 
non-ta.x methods of trying to control foreign invest­
ments - financial methods, bank balances . 

I can tell you some of the more or less fundamental 
questions involved, if that would interest you. But 
I think it is probably better to prepare a memorandum 
which will discuss the subject and then throw that 
into discussion, because it would be a r a ther rambling 
presentation that I•d haveto make at the present time . 

Well, whatever you want to do would go to Banking and 
Currency, so it wouldn' t go in this letter to Pat 
Harrison anyway . When will you be ready, 1f you 
want something? When will you be ready? 

I think I can be r eady in a wee.k, ten daJIIIJ somethiJ18 
like that. 

Would you like tv •••• 

• 
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That will be a discussion of the subject r ather than 
a recommendati on. 

Well, let •s put it this way: if you want something 
this session, don' t wait t oo damn long. 

Tbat•s right. 

See? 

I t hink it is a different type of problem f ·rom the 
one that we 're discussing . 

Well, this is one - what I wanted to clear was this . 
Kagill 1 s going to give me a letter tomorrow, which is 
going t o be a letter to go to Harrison and Doughton 
on the methods of .aliens and On1 ted States citizens 
avoiding taxes·- both aliens and United States- either 
t aking their funds out of this country or in; but that's 
what it affects . Now, is there anything else that 
should go into t his letter which would go to Harr i son 
and Doughten? 

I think there is one - don' t know that it would go in 
that, but it is tied up with anything that you do 
about bank balances . 

Excuse me. (Has short conversation on White House 
phone) 

It ' s a great life . I told them yesterday I was Just 
goi ng to concentrate on financing . Your (Taylor) 
friend Sumner Welles at 2 :1~ . 

Ros, it would seem to me on this question of 
Government securities that if you put • • • Oh, did 
you (White) f inish? 

No, I didn•t. It' s all r ight. I was going to say 
that anything we might do with balances, 1f you find 
it desir able to do s cything with balances, would 
run immedi a tely into t he pr oblem that there wil1 be 
a movement out of ba1ances into Government bills and 
other shor t - term securities, and i f you wa.nted to 
check t hat you might find it highly desirable to have 
a tax measure very different from the kind which has 
been suggested . And therefore, if you are considering 
all t ax measures now and if you further want to 

• 
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consider the proble~ or hot money later, then it 
seems to me you have t o consider that tax - the 
time to consider t hat tax in relation to balances 
is now, because if you wait it may be too late to 
do anfthing effective with balances unless you have 
a t a.x measure supplementing it other than the tax 
measure now presented. 

When could you (Magill) see him? I mean you want to -
you talk to Magill on that. 

I think probably lir. Magill has considered it; I 
don ' t know. 

It' -s tha t transfer tax. I can see you right after 
this meeting, I guess . I wanted to talk to you 
(B.M.Jr) about the - with respect t o the form of 
these letters 1 so I can get DIY people at work on 
them. 

Well , he (Magill) says he'll see you afterwards -
right after . 

As long as it's given considera tion before it ' s too 
l a te . 

Well, the time to do it is now, today. 

It•s all right With me. 

What? 

All right with me. 

Government securities, Ros - it would appear to me 
that - no Withholding, but tha t the income from 
Government securities held by foreigners should be 
on the same basis as our own nationals when applying, 
if t hey apply for a refund. 

Sure, sure. That would autoal&tically work out, I 
think, under this proposal. 

But you'd have to change the law to make that effec­
tive. 

Anybody got anything else? 
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Tba t so Wid like sense? 

Sure. 

If it is not withheld, you'll neYer catch it. 

But you catch sometbi.ng else; then they report their 
whole income. 

You don't attempt to catch it unless they appzy for 
a refund. 

But if a man invested all his aoney 1n Governments, 
then you wouldn't catch him. 

Then you wouldn' t catch b1m. 

All right. Well, let's - if there is nothing else, 
we'll •••• Thank you, Jake, for your assistance. 
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Kay 25, 19~7 

To: Secretary Korgenthau 

From: Dr. Burgeee 

Treasury bond market was quiet today and price 

changes in t he course ot t he session were small. A 

somewhat easier tone developed i n the atternoon and 

prices tor the long bonds declined el1ghtly, th1e 

group closing unchanged to 3/32 ot t trom yesterday. 

The i ntermediatee were irregular and short. bonds were 

l/32 to 4/32 better, Trading on the board was ta1rly 

o.ct1ve 1n the last halt hour and Treasury bond turnover 

tor the day totaled $1,092, 000. Changes 1n the govern­

ment guaranteed group were rather mixed. Treasury notee 

were dull and el1gbtly eaa1er toward the close, the 

tive longest 1uuee tin1eh1ng l/~2 down on the day. 

There was ta1rl1 active trading in the h1gh grade 

domeot1c bond market in the tirst hour and prices 

advanced traotiona~l1. Pr1cee lost •ome ot their gains 

thereafter 1n quiet trading but oloeed small traction• 

better on the day . Second gradee were dull and stead,)' 

moat ot the day, eaeing small tract1one in the latter 

part. ot the eeeei on. 

Fore1gne were quiet and steady except tor German 

1eeuee which sold doom traotioDallY to abQlt l point, 

No purohaeee tor Tr8UQ%7 toda1. 
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FROH COCHRAN , 

44 

Franctis l osing this afternoon tho gains of yesterday 

evening and of this morning , French control yielded some 

sterling t cda¥ at 110 , 30, 32 and 45, Market thin and 

trading liGr.t . Fronch r ontos weaker , Immediate cause of 

downward t urn i n franc is said t o bo attack launched 

shortly after noon today in Cham~er by Flandin against 

Auriol and his Treasury policie s . No detailed account 

yet available . Furthermore market is pessimistic as a 

result of Fronoh port strike and complaints of textile 

manufacturers that the ir costs of production are not only 

stopping t hoir export trade but are making it impossible 

for them to compote on the French market against imported 

goods . Arguments in favor of hiGhc:; tariffs rather than 

freer trade are thus being renewed. 

AGENCE ECONOMIQUE attributoa to London rumors 

(1) that Al::!orioan Treasury has atkod Bank of England 

BULL ITT Regraded Uclassified
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678, :ray 25, 4 p , m, (SECTIOif TWO) 

to use its iafluence toward obtaining from South African 

Oovornment ~ temporary letup in &old production, and 

(2) that there is an agreer.:ent between .. /ashington and 

London for latter to stel'ilize more gold which otherwise 

woulv move t o United States , 

French press remarks upon improvement i n United 

States ~re~sury bonds and in outlook for June financing 

followin3 Court decision on Social Security Act , 

Pross reports that while Banking Committee of 

Riksdag has ~imously approved proposal of Swedish 

Minister of Finance to be token a&ainst inflation, 

includill(, the use or 70, 000, 000 crowns of the Central 

Bank ' s fore iGD excha.nge and gold reserve J:or purchases 

abroad, the idea of' eventually lowering the sterling 

rote if' S\1edish prices ~ontinue t CI rise should not be 

considered as discarded, 

Prere 

• 
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Frere visited Bern on his return tri p from Rome 

to ~russels and is said to plan next to go to Praha 

and ·,ve.rsm1 . (END SECTION '1'1'10) 

BULL ITT 

KLP 

,. . 
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PARAPHRlSI Of SIOTIOW THRII OF TKLiaRAM 10. 678 
ot May 25, 1937, tra. the .lmerican Elllbaaay, Parh 

Yesterday the Bank of rraoce iDYoiced tor ebipaent 

on the lfOIULUDII 81,795,000 trance gold to the federal 
Reserve Bank of lew York tor account of the BIB. 

Thia aorn1ng I bad a talk with Cariguel, who waa 

47 

not familiar with the exact nature of the BIB t raneaot1on 

just mentioned. The Dutoh control, be aaid, ie atill 

buying gold importantly at London, where dehoarding ia 

still going on. Cariguel eaid that last night be wae 

able to aell a few franca in lew York. 

The J'renoh Treasury, according to gossip on the 

market is seeking one and a half billion franca f or June , 

and has asked the French railways to t ry to get this 

amount. . It is reported the railways contended that it 

was not possible to do this, and that t hey failed t o 

obtain any eatiefaction. when at the insistence of the 

Trealllll'y t hey sent a ca.aittee to London to seek funds 

aga1net their rolling stock. 

I aa told by Pennach1o that Governor Auol1n1. of the 

Bank of Italy that the GO'fernor bae postponed from June 
until July hie personal viait upon Labeyrie s1noa while 

he is here he hopee to see the B&nk of rrance Governor. 

EIID ~GI. 

BULLITT. 
!alLft 

• 
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FOR ~SURY FROM BUTTER70RTH. 

London stock marke t declined today after examining 

the chanuo: as embodi ed in the Financial Bill in the 

proposal for a nat i onal defense contribution tax . City 

i n general t akas the view that Chamberlain ' s concessions, 

although nur.:erous, fail to eliminate the inequalities 

and it o~jects t o the complicated characte r of the tax 

and the difficulty or arri vin3 at assessments in in~ 

dividual cases . Such newspapers as the TIMES and D!ILY 

TELEGRAPH whose policy it is to support the Government 

emphasize that "a genuine endeavor to meet the most 

serious criticisms has been made 11
• On the other hand, 

the liberal llEf/S CHRONICLE emphasizes that ''E·ven after 

the conce:~:lions the tax is stil l an unfair one" and the 

independc.1t PINANCIAL HEWS says "Chamberlain has obst S.~ 

nately declined to revise his tax scheme beyond giving 

relatively t rivial conce ssions and he has made no 

serious 

48 
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serious attempt to remove the injustices" . The labor 

DAILY Iil:RALD finds that the t ax has been whi ttled away 

to such en e::tent that it hardly seems to j ustit'y such 

f ormidable complications . 

Little business is beins done in the foreign exchange 

market . The price of gold in the Indian market which 

ha~.recently over- sold has r e turned to its London parity. · 

BlllGHAbl 

KLP 

·•IWO 

I 
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FROM COCHRAN. 

Paris exchange market has boon slightly upset as 

.so 

a result . of yesterday' s Chamber debate on French Treasury 

policies . French control lost considerable sterling 

checking rate at 110.65. One broker is said to have taken 

250
1
000 pounds and one Paris American bank 100, 000 pounds . 

Control al~o y~elded some dollars at 22 .385.with Lazard 

taking 250
1
000. Forward tranc more ottered. Rentos 

opened considerably down but closed practically unchanged. 

Defense bonds 1937 at new low of 91. 90. Banks losing 

deposits and worried over oountryt a financial outlook. 

Market observers understand thllt as and to the exteJl!; 
' 

"Aurioll bonds are being used tor paying inheritance taxes 
• 

the Treasury is issuing replace bonds . 

Presentation to Parliamont yesterday ot "April 

oollootit8 which concerns aupplcmentary credits and can­

collation of credits arising trom application 

BULL ITT 

HPD Regraded Uclassified



RR 
GRAY 

Paris 

Po.tEd Hay 26 , 1937 

RECEiVEd 1:40 P • m. 

Stcrttary of StatE~ 
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thE Finc.nCE la\l for 1936 lEd to important dEbatE 1n thE 

CbN!IbEr on t l'.E ni tuo.tion of t h E TrEasury . 

DEputy Gaston Gtro.rd contEndEd that thE advnno£ 

account at thE Bank of FroncE authorizEd by thE low o f 

JunE 23, 1936, was no longEr availablE to thE Tr Easury 

for thE rEason that aftEr that datE a nEw law was n EcEsoary 

for its EXtEnsion. FurthErr.lorE , hE contEndEd that whilE 

in his EStimatE of r£quir::cmts bEforE thE ParUammtary 

FinancE CommittEEa on April 2S ard 29 thE liinistEr of 

Finane!! had claiiJEd with somE optima~:~ that h E would 

only ni!Ed to borrow 20, 250, 000, 000 francs during thE 

rEst of thE ytar t h E 1937 budgEtary dEficit wao obviously 

undErEstimatEd; that t hErE ExistEd sEr~ous doubto that 

thE r:conotrl.Es mvisagEd of about six billion francs in 

thE spEcial armammt budgEt could bE EffEctEd and tbat 

thr: anount rEquirEd for rr:icburoatEnt 1n OctobEr l?'ut 

Of thE 1934 bondll h ad bEEn gt'r:&tl)' undErEIItiJSltEde 

Furtb£:rmorE, 
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Pur~r£, rtt~nt of thE British fort;r million 

pounds crEdit had bEEn overlookEd aa WEll as thE railway 

deficit or about Eight billi on franca . If thE TrEasury 

now bad four billion francs availablE as thE Finane• 

!U nister had claimEd this YIOUld bE ExhaustEd in onE 

month 

( :DID SECTION TOO) 

EPD BULL ITT 
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682, !lay 261 4 p • ~:~. ( SBCTI ON THRBE) 

as out~oing paymEnts totalEd about 900, 000 , 000 francs 

WEE)ClYo 

Th£ outstanding fEaturE of thE d iocussion was 

53 

j. · 

tb£ intErvention of Flandin 1·1ho mEthodically analyzed thE 

financial situation. FlandL~ ET.prEss£d notonishment at thE 

opti.m1Sl:l shown by thE "'inistEr of FinancE bEforE thE FinancE 

Col!ll:littEEo on April 28 and 29. HE drE\1 attEntion to thE 

rEcent r eport of TrEasury opErations for thE first quarter 

of 1937 nhich rEVEalEd that only 821, 000, 000 francs had 

bEEn paid out on thE spEcial Orl:lllmEnt and public works 
. . . 

budgEt or approxi~:~attly l4, ooo, ooo, ooo and insistEd that 

under thESE circumstllllCEB it waG apparEnt that suJ:>stant ial 

paymEnts would :r. VE to bE madE in thE nEar futurE . 

~ to thE possibility of drawing on thE 

Banlc of FrancE , Flandin emphasizEd thE d m gtr to t hE 

currency of rtaulting inflation EspEcially at thE m~Ent 

nhf:n thE tl:n-EE montha forward ratE tor thf: pound and <?-ollar 

EXCEEdEd thE mini.mum linit Of thE parity Of thE franc o 

lk 
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BE BgrEtd tbat thE GovErnmEnt pose~ss£d amplE authorisation 

to issuE loans but obsErvEd tm t thE short tErm TrtasurJ 

b1lle tor thE 

(END SECTION TliiBB) 

BPD BUILITT 
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pension fund ~pened for subscription three weeks ago 

had not even been successful and that under present 

circumstances if the Government attempted to issue the 

balance ot the recent national defense loan it would 

find no tcl•ers . The low l evel of rentes he continued 

was evidence of the present position of the country's 

credit. He doubted that any short term issue would 

ss 

meet with success for the reason that investors could 

easil y find opportunity on the Paris marke t for ~ returns, 

and also because funds were scarce on the short terM 

money marl:e t • 

Flandin also drew attention to the failure of the 

Gove~nment and of public bodies to pay bills long over-

due and pointed out that as PreolOh industrys s now occupied 

almost entirely in filling orders for armament and public 

works, tho fn1lure of the Government to pay its bills 

raised 
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raioed serious problems . Repe~ting his previous 

observntions that since the bebinning of the year only 

82l,OOO,OCO :::'1•c.ncs had been paid out for armament and 

public \70:>ks contract s , expres:~ed the hope especially as 

concern3 c.rm:unent that the Oover!llllent would not clai.m 

that arde~~ to that 

3ULLITT 
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amount only had been passed. 

57 

Fl::.ndin then gravely warned tho Government that 

unless it t~ok new measures to restore oon£idenoe bef ore 

the end v £ J~ne it could not pay its bills . He proceeded 

somO\?hat i l'Onicnlly to describe possible dP.ngerous ex­

pedients 1·1hich he sai d ho was sure of in spite of rumors 

the Government could not possibly envisage . Specifically 

he advised the Chamber, it was rumored that (A) in order 

not t o hold up payments duo to i ts debt tho Government 

intended to introduce a system ~hereby tho Bank of France 

would undertake the disoc•until\8 o£ Government work bills; 

(B) tho various public financial agencies such as the 

Caisse dos Depots woul d be asltod to r od.isoount at tho 

Bank of France large blocks of Government securities hold 

by them so c.s to permit them to subscribe to new Treasury 

bills and, (C) it proposed to roduco to a vari able 11mit 

between 46 and 43 milligroons tho spr ead between the t wo 

oxtrooe ~ints of the gold parity of tho franc in order 

t o procure a supplementary revaluation of three milli-

grams . 

• 
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milligrams. Such a step, Plandin remarked, would re­

quire tho authori zation of Parliament because even 

{END SECTION FIVE}, 

OSB BULL ITT 
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if the Cover~~nt could proceed to fi~ the gold rate 

of ~he • =-anc :7~thin the limits no11 authorized it did 

not posso&s authority to utilize proceeds of devalua­

tion of the gol d reserves without the pr<wious assent 

of Par litl!ncnt . 

Plandin assur ed the Chamber that the object of 

his declc.rat ions and his reference to "hypothetical 

projects" attri buted to the Government was to reassure 

public opini on and t o make sure that the menace of such 

e~podients did not e~ist and that the Government had 

never seri~usly envisaged such measures . 

In reply Jl.uriol referred wit h some sarcasm to 

the obvious desire of Flandin to place the public cr edit 

in a good liGht and protested that he had already on 

many occasi ons loyally e~plained the financial situation 

to the public, to Parliament and to finance committees . 

"'hile 
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-/bile it "1:1!1 e:tact he said tho.t only about 800,000, 000 

f rancs hnd b0on paid out durins the first quarter of 

1937 on o.c c~unt or the special armament budget : 

2 , 200, 000, 000 had been paid ou~ on account of the 

1936 budvet dur1nc that period. He admitted th~t 

the T<•ens\:r:; ·~roblern was indeed e difficult one but 

eonten~ed that it was not the fault 

BULL ITT 
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of the Popular Front Government . He was at pains to 

ass·t:.·e tho C:Jrunber that the necessity to support the 

railways c.nd to make advances to t ha Departments and 

Communen ~n~ a heavy burden on the Treasury. He em­

phasized, ho\1'3ver, that the burden of armament s v.as 

chiefly resp?~·Sible for the Goverrij11.3nt ' s financial 

difficultie~ . He formally denied that the Government 

had any intention of asking Parliament to approve the 

measure~ ~hich had been outlined by Flandin. Plandin 

replied t~t he was grateful to have thi s advance 

assurance . 

Incidentally Auriol indicated that the recent 

Treasury loan for the pension tund had so far produced 

423, 0001 000 francs . However , he did not provide any 

clear infc.rnmtion with respect to the Gvvernment t s 

financial plana for the future except to repeat that the 

railways and other publ ic bodioo must be placed in a 

positi on \7hore they would cease to burden the Treasury. 

Finally 
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Finallj be insisted t hat the Treasury possessed more 

effective resources than bad been the case with many 

administrations at wariou~ ttmoa. 

Schacht arrived in Paris yesterday atternoon, 

attended German Embassy dinner last night and inaugurated 
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German pavilion at Exposition today. In press inter-

vie~ yesterday he is reported to have denied that be 

was hc;re on <'.l1y political mission but merely to observe 

the buildii1G. He was seeking no loan. He voiced Ger­

man dosiro to cooperate with Franoe and to realite the 

Franco-Ge~"!.,an commercial treaty now under some11hat diffi­

cult neco~iation. He argued that if interest rates were 

reduced ~n D3wes and Young bonds Germany would be in 

better positi?n to buy foreign goods o_ther than simply 

raw r.ateri3ls . He a,pe~red skeptical in regard to Van 

Zeeland' s inquiries leading soon to a ~orld conference . 

END OF !.lESSII.OE 
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L. w. I•••• -- 84U or "MCI. 

I ..u .. ar. Cuipel n 10111 Ullo aonW~~. Bo MU •• 

t ha\ ho ba4 pl_ .. to o.U •• before tho 4q no ewer booau1o ho 

nnto4 -• utonaUOD a'boa\ tho pre1ct rah tor VDUe4 hnll 

!naoln')' b1Uo, thl'ee aa4 o1:a -tha .. tiiJ'1\1eo. I r.,Uo4 \hat 

I had 1Atomn1• before •• 011 tnr u4 alAe -tho bWo wbloh ha4 -
be111 tcdore4 tor a ... dq to )"lold aa .. •nc• ot .... •4 .IIJI 

approliUataq. Cuipol "Jl1e4 that \Ad WU all ho aoe4e4 \o DOW 

at t ho -•t. I M4e4 that •• had reoe\17 ha4 ol'lloro ~ •:rope 

tor lopt•bu .. \IIJ'1Ueo to 71ol4 • .- e4 ••• h1a -• 4na1h 

about tho laton tedua aeh a• blab c4 low rata,_ .. appll .. 

t or IDd -•• allot\ ... 

Oulpol \be referred to \ h air o• poa1UOD aa4 na\e4 

that t bq bad ha4 a T017 .-1-' 4q 7anor4q aad ol• lan llolldq. 

! oc!Q', bo Mid, no TOlT W e4, ao thlal• wuo 1oo1r1., a tho 

-·•• thq ~4 p:robablT lo .. allod n,ooo,ooo worth ot 

nullal botoro tho taT -· nor. ru. oo.par«t With a looo 7•-­

t ordq ot abelat 1..0,000, au ot eleh wu 8014 bftUID 1111 P• •· 
t Jtt, ./ 

and oloU., to ••at a "4--4 elah ho aMI'llMte4 to tho ,ollUaol 

dabato the aof.AI • 1A tho ~bar. Lan lloadq, ac tho tree 

lllddcl7 hme4 ftroa&1 ha ba4 )ee able \0 do YOrT 11\\lo bH81100 

tho •anrn ha4 bee too aanow. I •*e4 11hnhu, a•anllT opMk• 

f.AI, tho ,_4 ha4 b- Ulo to hol4 1to o• lliaoo tho c-1\\oa wu 

1ft liP M1'l7 1a llonh e4 ho ..,U .. 110b1 7M1 .Uta Mllfb-•0 Ia 

fto Yell utletl .. 111• tho_,. •• a-f.MH wu WJIWIIJ -.tbu 

Regraded Uclassified



n DCRAL. RUIAV& aAH.C 
0#' N.EW YORK , 

~.,..,. ,,,....,- CORRESPONDENCE 

oo1n~UL nLII 
DATY • .,. •• llfto 

S UBJECT! fiLIPIQII OOif SPIQI WIIK 

-

1.. •· I'IIHo .,. u ••••. ----·-wbat wu happeiq 1a haoo ... fVe1T a politlal unu ID4 waa 

beyoDd tho reaah of tu c-1""" 
I 1D..Un4 u k tho -• of llllaiiD ~••• 1D tha 

Pa1'11 aan:n ad Wb-'hu their pr.,eoo had 1D lilT ._. bothar• 

\ h•· Bo ...S.d llot TOt,• bat addocl llthq ai&ht -• dq.• Bo -
referred t o the reoet parehaao ot cold 'lbioh tho Fr.eh had aeto 

of \he luaeiaa, tho -uuoo 11rHd apoe at tho tao, \hat tho 

Rullaa lhoald aot tallo tho t:roe••• a..,., •• tho tan that 1a 

ep1h of th11 lllr•••• tho la.,.iiDI had _.&noel th• iak 

shrliac. Ba added that ha waa 11DdU tho 1ltlroii10D that 

OoYanao:r loabql'io had 11rao4 k baT •other u,ooo,ooo worth of 

cold oa tho -• -d1Uoo1 u batoro. Whathu or Dot tho lllaeia1 

would lin ap k their 11ro•1Dt lilT batter tha thq had ._, 1a 

the t1rn iDniDoe ... ID op• ~o.uoe. rer-allT, ha 1&14, ho 

ftl DOt catU.q D7 oloiOP k th•• tho lllleiMI had 1DC!Iin4 

whether tho Bak of h••• w.ld iDTon their baleaoa 1a t.ho Parh 
~ t ?r• ...-

aa:rtr.t (aboat 110,0001 000 t:rm01) tho -• u it ...aa iDToMMitl 

for other oetnl baak1, ad Oo\'enor loall~o had •rH4. I 

\h~Dkocl b. Caripol tor .U th11 1atoaat10G 11allh, I leld, ... of 

1Dtuon to •• b-M w .u,bt, before l.oq, llo all .. 11paa to •P• 
m acORat tor Ulo laaeia 1\do BMil • OU' llooka. 

I thMI Ulftllocl tho rH•t tna...U•• of t.ho 11J111 

laUoool Beak 1Dd aMocl wbot.hu lao Dew what 1\a )01107 ftl trlt.h 

l'tlaN \0 1\1 ,.14 laoltiJIIa. Cuillaol r..U• tbd u 414 aot IIM1J 

bat W • ID8J1ei•, *itb .. •••• liT leltla, 111• ._ lao W 
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Present: 

14ay 26. 1937 

3:30 pm 

Admiral Peoples 
Ur. Taylor 
Dr. Lubin 
Capt. Collins 
ruse Ui chener 

Dr. Lubin: I have a picture ot what happens ln the 
cotton industry 1n normal times -- mill consumpti on ot cotton. 
Her e ' s a historical picture tor 15 years whlch gives you a 
pretty good pi cture or operation ot mills. (Photostats ot 
charts used br Dr. Lubin and Admiral Peoples at this conference 
are attached.) 

HU,Jr: Are valleys the same every year? 

Dr. Lubin: Almost so. What I have done is taken them 
year by year on t his chart or Seasonal Variations. You will 
notice t he valleys took place almost i dent i callY the same time 
ot the year, 1n 1923, 1925 and 1928. 

IUJ , J r: July and August. 

Dr. Lubln: It starts back in !.lay. Now I took the whole 
his t ory ot tho cotton industry as shown by those 13 yeara to 
show how the peaks and valleys have averaged. It showa a lag 
ot about six weeks between employment nnd cotton consumption. 
Now in '36 it was sort ot up , both in consumption and employ­
ment . 1 37 has already begun; baa not quite shown up; it 
will show up next month 1n employment. 

Admiral People!: How does Yolume, !rom year to year, com­
pare, we will eay, with 1935? 

Dr. Lub1q: Theae are all on the same baaie, eo the Yolu.e 
ot consumption in 1936 reached the peak there ot about 125 or 
124, the highest level eyer reached 1n the 1nduetry. That'• 
the calendar year. It surpassed eYen the peak year ot 1933 
atter NRA went in. Higher than anything we had before the 
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depression. 

Hl! , Jr: Now, where are the Gover11111ent buy ing orders? 

Dr. Lubin: I will say this: somebody has to do so~o­
t hing for the in~~atry in t he next four or f ive mont hs. 

Admiral Peo~lce: We have a pretty good line on thi s. 
We estimat e 77,8 9, 021 yards of cotton ( referring to table 
attached her eto) with a value of about ~8,700,000 . That's 
from June l t o December 31. Woolens, almost 10,000,000 
yards with a value or about $21 , 000,000. 

Hl! , J r; That ' s what they an t i ci pate buying? 

Admiral Peoples: Yea. That' s the estimate of what 
t hey will do between now and the end of the calendar year. 
Of course, that may be affected somewhat by t he condit i on 
or t he Relief Bill when it gets out or Congress . 

HU ,Jr; If you take Procurement and the war Department, 
you have 95% ot the p i cture. You have Procurement buying 
52,000, 000 yards and War Department 23,000, 000; that ' s 
75,000, 000 yards rigbt there. Well, now, would the War 
Depart ment cooperate on the !>lacing or those , as to when 
they should be placed? 

Admiral Peoples: I think they would. 
whot t heir bide may be. 

Depends upon 

dept. Colli ns : Almost depends upon enrollment or CCC 
men -- 300, 000 next year. 

HM ,Jr: Why does he want us t o hol d back? 

Dr. Lubin: Because the industry, even though it has 
started ris ing , i e oper ating now at capacity with prices 
abnormal ly high, and 1r we could get a shake-down so the 
level woul d get down to t he hi gh poi nt o f 1936, wh1oh would 
be about on a level or the better years or 1925- 1928 , put 
your orders in t hen to s tart the ball goi.ng up- hill ay.tn. 

Admiral Peoples: The ditriculty is t he War Depnrt~ent 
requirement s include t he CCC boys , ~.ooo or them. Now 
those bide depend upon when t hey are going to be enrolled. 

Regraded Uclassified



-~-

When ~here wna enrollmen~, the War Department haebeen able 

to tllke care of them. The Procurement part, which 18 handling 

tor W?A , ~hat depends entirely upon sewing rooms that WPA is 

going to main~ain. 

RU ,J r: Yes . But supposing we said to you: Procurement, 

you are going ~o place your order s between no~ and the first 

or July. 

Ca ot. Colli ns : The answer i s we will p lace 18 proposals 

going out now -- which wi ll eggregate about $8, 500,000. 

HU, J r: How many days before the bi ds come in? 

Capt. Collino: We uoual ly give them 10 d~vs or 2 weeks. 

HU ,Jr: I! you are not pleased with the price , you can 

r ej eo~ the bi ds? 

Admiral People a ; You cAn del ay i t all along the line. 

or . Lubin : HAve we any evidence or inventories in CCC? 

Juet how much they actually need at a given moment ? 

Admiral Peoples; Not much stock carried in CCC. Uost 

o: it carried in the Cor ps Area . 

HU,Jr: How abo~t delivery? 

Admiral Peoples. Come 10 daya; some 5 weeks. The NavY 

is usually in better position t o delay orders t han the ot her 

Depart ments beceuse they have a Revolving Fund out or which 

they can buy whenever they wi sh t.o and their s tocke usually 

run up t o 6 or a months ' on hand. 

HM,Jr: But t.his ~20 , 000 , 000 tor ~extiles t or ~he war 

Department , what is t hat ? 

Capt. Colli ns : Tbat.'s different kind o! cloth, both 

cot t on and wool en: ftn¥ cotton: cloth, deni m, cotton duck; 

shirtings , which comes under woolens, uniform clot h , and 

t~t ' s mostly on account of 300,000 CCC. 

HU,Jr: Could you not go back and find out - - under the 

two things, both cotton and textiles i s as good a thing to 

experiment with a s any -- go back t o the ~ and find out 
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now soon they need those things? 

Admiral Peoples: We can. 

HU,JR: And how they place their orders? 

Admiral Peoples: As I unders tand it, the purpose to be 
accomplished Is this : is to delay p1acing orders tor a while 
in vle~ of reduction ot business later on. 

or. Lubin: In view or t he f ac t you will have unemployment 
in industry. 

ijU.Jr: That i e , can the Government by placing ita orders 
stabilize e~ployment on some ot theee things where there are 
pe~ke and valleys on seasone. Can we u~e Government order s 
to s tabil ize employment in some of these 1ndu~tr1ea. 

Dr. Lubin: \fh lch ~eans more t luln delaying, but Plso meane 
hastening. It may me~n order o placed next October can be placed 
ln J une or JuLY. 

HIJ . Jr: \Ve need more information. 

Admiral Peoples: Suppose we do this . Su~pose we call 
a conference; meet down in t ho Procurement Dlvl slon; ask 
D•·. Luo1n ann r ept•eeent.attves ot ~<11 ~heee Departments with a 
cohedule of thei r requirements , and then l ay down to them what 
tnc purpose 1s t o be accompli shed nnd aee how far t hey c&n 60, 
nnstenlng in some respects, delayln~ in otners. 

Capt. Coll i ns: I t hink we coul d confine that to two ageno1ea 
oureelves and the war Department. 

HU.Jr: Can you keep it f rom getting out? 

Admiral Peoples : Oh, yea! 

Dr. Lub1n: •.fllat are the t otal purohRaea by navy tor ahoee7 
If they hRve th1& Revolving Fund it would be helpful . . .. 

CRpt. Collins: Navy ia onlY getting 46,000 pairs. 

HU, J r: Dr. Lubin and I know whst we have ln our mind. Wh1 
don ' t you drop back 1n Wayne Taylor's room and tal.lt t.bl• t.hina 
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ewer. Before we finally do this, when we finally get the 
thing where we think we can do it, put it on one piece or 
paper a nd I will ask the President, ~ould you like us t o do 
it? but I don ' t think 1ts worth while showing it to h lm unt i l 
we know. The main t hing is can we t hrough accelerating or 
t•otarding Government orders l evel out unemployment. Just 
like the President sold the i des to \falter Chryeler that he 
ehould e t lll" t sellL"lC h i s new models in llovember instead or 
January and it has been a great euoceee. Surpris ing how 
many business men - - : had a business man at the house last 
n1gbt (textiles) and he's going to prove that managed eoono~ 
ot the New Deal 16 wrong because wh i le l abor and t he f 8rmer 
hae increased wages , the houeewife end the ,ereon with fixed 
income - - the teach~, the t rained nuroe, their income bee 
not e~ne up and therefore t hey can 't buy cotton goods at the 
1ncre•sed. pr ices and 1t 16 eotu; to oe a t.eet of the !lew Deal. 
!f we can buy 1t cheap and at the same time g ive people more 
employm~nt , then the Treasury 1s 1nt er eoted because we have 
to poy out lese ror unemployment . That ' s wher e I come l n. 

oOo- ooo 
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..,. ouotoco oceuto &t - York OD SIIDI!q • 11r1J UrOD t be ordoro 
ot tho Onit.d St&t&o Attorney tor tho SCNthono Dilltriet ot 
11- Tori<, u & oo-<lotoDd&Dt in oo-otiOD with tho cloteJ>daeto 
OloOil oad St&4ou, two 1cmc•ll- wbo .,.,.. O<lllrloto4 in 
CODDOotiOD with the •UC'l~ of two ouit-oeHO OO~e.1ninc 
pm opiua, wbloll .,.,.. l ....Sod tra tho 8/8 IWIIIA'l'l'.lll a t -
York 1D llo.._llor, liiHJ ....S &lao • • & oo-<lotoll4~ with IIllo 
A!'MOMD, ot • 1 • 1 ill oollllOotiou with tho oohuro ot toM:f 
pOW>do ot ~ opiua, • port ot whl.ob ••• l&Mod r r-. &Del 

& port ot wbioll - · H ilocl Oil tho S/S PRESIDDIT IWlDDIG 
about a JIOD.th a,co • 

.l- h&a be., lODC - to be &D blport&Dt t o.otor 1D 
tbe D&rOOtlo tr&ttlo 1D - Tori<. llut' ~uo &&o he - • 
a ••- ...,lC!fM ou noHlo ot tho Onitod St&too lJ.Ileo, 
whieh -p&IIIJ' opor&too tho JI.UIIATT.lll ....S tho PDSIDDIT ~ 
IIG. .lppore11tl7 he - • ~~ •rootioo &t tho tine ho 
... . •o-. - &oquiro4 •DOUCll ~ to , . illto tho buoi­
..... OD • 1&rp ooa1.. ,.,..,. lDto..-tiOD &n.1lab1o to uo it 
wollld appear thot .l- hu - •-" wbo purch&oo a&rootio 
clruc• in I!Uftpo, portlou1&rl7 1\10 opl,., morphine - · ....S 
borolll, wbioh they ill tv.nt ~· Into tho 1JDitM St&t oo &Del 
Hll to .l-, who tho....rtor cllatrlbutoa - ill tho • rltot. 

• - - lloc ill hi~ praetloal l7 oilloo tbo arrest ot 
Olaon o.Dd St&4ou ill --r, liM, •• tho pa op1- oo1oo4 
at that tild, wlliob - • ill t&et 'br011&ht illto tho OnitM St&too 
11r Bo...,. Dca1Dlolt, q.....-to..-otor OD tho IWIIIATT.lll, - • to he 

oolcl ....S clo l1voro4 to A ... to.. 

It - • ltDOWD that Jollll Hwo, • oarpo~or -10)'014 OD 
tho CITY 01' IIAVU:, ot tho Bo.lti liOI'O 11&11 lJ.Ile , whlob arri ... o 
&t B&ltiiiOre, - • oM ot .lnt&' & eurioro. Thuo b&o beon 
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....Ser obeenat 10D tor the ].ut tour ..... tbe 'bJ .... toaa o.pnt o 
at liLltaor• o.od - York, o.od hu !leon oba4.,..d "POll bio 
ouoceoolTO ani~•• llo laot aniTOd at lloltbore Oil S.t..r­
clq, lla.'f zz. llo wao plaoed lm4er ourn111- 'bJ liLltaore 
ovot.- .. , ... to, wbo tel~ the - Tort ottioe th&t a. 
lletl loft oa the attonOCil tn.iz>o llo wao p1ote4 vp at tbo 
pq,.ylftnl.a Stat10D 1D 11- Tort, all4 oha.tl-4 t o bio reol-
4- ill Broo~ 'bJ .... t ... borclor patrol-· B1o bovoo 
wao topt UDder .......,..111....,. a o bad been clcmo tor the laot 
three tripo, all4 on Slll>dq .Joooph J.TOta - • oeon l oO.rtDC 
tM o.por'Wont bovoe where Tiwo wao lirtllc, o.od wu tollooro4 
tro. a ohort diotanoo tr• tho hcoaoe o.od plaoed urulor arroot, 
11o 1o - llelcl ill ctota»lt ot .U ill the ....,..,t ot t ao,ooo. 
ra. u.ite cl Statu J.ttOrll"7 1o or the opilliOD that ....... ill 
poooeooiaD ot •tticiOJit ertcl&oo to ooartot J.TOta, both ill 
ooDnOotiOD w1tb the llllll.t.n&ll oeinro o.od the ooinre Oil the 
PRI!Iml'ft IIAJU)IIIO. 

J.ftta bao !left llllclor illnotiptiOD o.loo 'II)' the ottioo 
ot tbo Diotrict Suporrtoor ot tbo a.r .... ct J&rcotioo at 
!lew Tort, aa wUl bo noted r.- tbo o.ttaollecl -ro.od• ro­
oehecl 'bJ .. troa Diotriot Suporrtaor WU11aaa -riDC Oil 

tbo oubjloto 

( 

• 
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11'1th1n tho po.at thrM aonthr - dl'ftloped an 1nt'o.-r 

- 4 WU11a Ric:harioOD, who-· a tairl¥ cood-abH dMlar 

hiooaalt, t.Dd who purcha- hia llt.l'oot1ca t..,_ Joseph Anta, 
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OD .,.. oooaaion within tho put Ja&r 'lrillia Richardaoo 
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had juat arri'ftd 4al1~arad to Joaeph Anta•a oar a pooJtaca 

about •1ch-n !.neb. a aquara, tor 11hl.oh J oaoph Anta paid ha 

taooo. 'lhia _,t ot WJDMT, a. ...... r, -. aot auttio1•t, 

t.Dd Joaaph Anta dr""' t1oa .o.n to hi• - to 110\lTI addition­

al t\mda to po:y tor tho -roottaa. lliohanlaon atatad that 

thia waa hero1D. 

Thia 1Dto..at1on -• aulait tacl to tho S-niainc CU•-
4•nt at tho tiM, &lld ottorta ..... • d• to danlop a oaaa 

acal.nat Joaoph Anta throuch thia tntonaro -.-.r, l.n tho 

danlo-t ot tho O&ll we 110\lrwd artdanM t.eal.nat LoU1a 

D•Eroola, w11o 1a auppo aad to ba Joaoph Anta•a y-.pr brothar • 
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TO: .Aaerloan lllbaeey, London, Dlgland 

DATI: Kay 27, 1937, 11 a.a. 

llO.a 301 

J'ROll SEORrT.lRY llORGICNTHAU FOR BUTTl!lt'lfOR'l'B. 

Your cable ot Kay 21. 

Intoraation cue to Treaeury that the Bank ot Japan 

baa uranged t o ship three lote of gold to the Onitecl 

Btatee, each amounting to appr oxlaately fifteen ai l lion 

dollars. The tiret two lote hal'e already uril'ed, and 

a portion ot the t h ird lot 18 on t he seae now. According 

to Ar aki, the Bank of Japan's llew York Agent, the proceeds 

ot the first lot were retained by the Japaneae Governaent 

in order to pay service on bonds held abroad, to pay 

toreip expenses ot the Governaent, and so on. The eeoond 

lot pr ooeecle, and pr obably the third lot also, are gro4-

ually t o be sold to Tolto~ Specie Bank tor use i n e:E­

ohange operation• to aupport the Jape.neae ourrenoy. Araki 

thought that since thle procedure u.ltee funds out at the 

Japaneee •r:t.et, it would place e o!IIB lilllit on the amount 

ot Japaneee gold which could be used in this way, partic­

ularly sinoe the Japanes e Gol'ernment is intereetecl in 

aeeing that on t heir market Aoney contlnuee relatil'ely eaey. 

The fir st half of t he calandal' yeal', ATillti said, le 

t be t ime of heal')' imports, aDd during the aeccnd half of 

the year 1t •Y not be neoeeeary t o aell gold in order to 

obtai a 

C7 
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(' PARAP!IlUSI OJ' TELI<IIWl 811! 

TO: American lllbaesy, London, J:Dgland 

DA'rl: May 37, 1937, 11 a.a. 

•o., ao1 

ntoll S~.ARY JoiORODTHJ.U J'OR BU'rUR1rORT3 , 

Your cable of .May 21. 

Infol'll&t1on ope to Treasury that the Balllt of Japan 

has arranged to ship thr ee lots of gold to the United 

States, each Pounting to approxiaately fifteen aillioo 

dollars. The first two lots haTe already arr i Ted, and 

a portion of the third lot is on the seas now. According 

to Araki , the Balllt of Japan' • B ew York Agent, the proceeds 

of the first lot were retained by the Japanese Ooveroaeot 

in order to pay eer...ioe on bonds held abroad, to pay 

foreip expenses of the Oovernaent, and so on. The second 

lot prooeede, and pr obably the third lot also, are gra4-

uaUy to be sold to Yoll:o~ Specie B8nlt for use in ex­

change operations to support the Japanese currency. Araki 

thought that since thie procedure takes funds out of the 

Japanese .arll:et, it would place eoae liait on the amount 

of Jap&D88e gold which could be used in t his way, partic­

ularly since the Japanese ~ernaeot is 1ntereate4 in 

seeing that on their market il011ey oontimlee relat1\'ely easy. 

The first half of the calendar year, A'1"111ti said, 1e 

the time of heavy imports, and during the second half of 

the year it -Y not b e necessary to ssll sold in order to 

o~a 

C7 
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obtain foreip exohange ainoe during the second halt the 

trade balanoe 1a more nearly adjusted. Japanese ~ 

balanoes (for your 1ntor-t10D) were cwercirun here the 

early part of the year and only upOD receipt of the 

pr oceeds of t he aeoODd lot of gold did they go 011 the o:reiU t 

side. 

OLLIS 

AOTUG. 

U:Lft 

c . 
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MEETING RE HOT MONEY AND GOLD May 26, 1937 
9 :30 A.M. 

Present: 

H.I.I.Jr: 

White: 

B. I.I .Jr: 

White : 

H.M. Jr: 

White: 

B. !II .Jr: 

White: 

Mrs Klotz 
Mr . Bell 
Mr . Ophall 
Mr. White 
llr • Lochhead 
Miss IUchener 
Mr. Gaston 
!lr. Oliphant 
Mr. Seltzer 
llr. Taylor 
Mr . Magill 

Now on the hot money stuff, you people who were 
responsible tor this have just got to be getting 
places . Now, the Treasury is not in the leadership 
on t his thing; we• re not in the leadership on the 
hot money, we ' re not i .n the leadership on the gold 
business. And I just can' t sit around here and wait 
much longer . I mean either the thing in the Treasury 
has got t o break or I 've got to go outside and get 
it . 

Now, on this thing, for instance - you (Mrs Klotz) 
just take one or two notes - do we know, or the short­
term balances, which roughly run to one billion two, 
which countries? 

Certainly. 

All right, never been given to me. Never had it. 

Been in several memoranda. Give it t o you as quickly 
as you want it. 

Well, you show it to me in any memor anda . 
How much of it is central bank money? 

We can tell you that too . 

So that i! we decide to 11.0ve it trom the & eneral banka 
into Federal Reserve - I mean how much - i n other 
words, if I want t o s ay to the Bank of England, "I'd · 
like you to move your money into the Federal Resern 
of New York,• I'd like t o know how much there is . 

We al ways have tne total. We never bad the breakdown, 
because that information i sn 1t available to us . We 
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have asked - a letter went through here several 
days ago to ask tor that information weekly; have 
to get permission, which you 11Quld have to r equest 
from the Board of Governors. But we always had 
the total. 

What I want is this. I want a list - this is - I 
gave i t to you {Taylor) - ot the various possible 
devices that we can use to handle this so-called 
hot money propositi on, using that as an all-inclusive 
term. Now, the question of hundred percent reserves 
for foreign balances and this whole business, which -
I mean I want the whole t!Ung, so that I can sit down 
and study the thing one by one and decide how much 
ot this thing we can do. But there is no use trying 
to do this thing in a piecemeal manner. But I can' t 
wait much longer, Wayne. 

O. K. 

At least I want a lis t , see? 

And then the other t hing that I want - on this ques­
tion of sterilization I want to know how much we are 
over- or under:sterilized. Now by that I mean the 
670 million •• • 

720 million. 

What? 

720 - 750 million. 

All right, whatever it is - now, the 700-odd million 
which showed up in the inactive gold fund; have we 
borrowed the full amount or haven't we? And by 
drawing down our balances w1 tb the Federal Reserve, 
bow much have we offset that? So that if we took a 
cut-off l ine as of the end of this month, where do 
I stand on sterilizati on ot gold? Have I double­
sterilized it? When the money goes into t he Federal 
Reserve Bank instead of tbe centr al bank . ... Where 
ar e we on this sterilization? I've never gotten a 
memorandum on that. No one's ever given me one on 
that . 

No, you haven't •••• 
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No, I mean what is the position on this s t eril i za­
tion? I mean have I sterilized too much? Have I 
double-sterilized? The money goes in the banks, 
the money goes in the Federal Reserve? Every fellow 
gives me a little pi ece, everybody gives me a bit, 
but nobody ties i t up together. 

I could answer that, but it' s all right. 

Well , go ahead, you can answer anything, I don ' t 
care; anybody can hit Just as hard as he wants . 

Well , the answer - the two-fold one - is that all 
the memoranda t hat are prepared don't get to you; 
secondly, there a re some problems which may seem 
acute to you that may not be acute, there are some 
problems which have a very si.mple answer and all 
you need to do is ask one of those and you can have 
the answer. 

But lilY dear White, why should I sit here in ignorance? 

You shouldn • t • 

Certainly t he Research Divisi on - why should they 
always wait for me to push them? Why shouldn ' t I 
have a weekly statement? Why shouldn' t somebody have 
the brain power back there to think and draw to my 
a ttenti on- "You either have over-sterilized or 
under - s teril ized.• 

Now, why am I interested now, why am I r ai sing this 
hell? Be~ause Bell and I have got to sit down and 
decide how much money we ' ve got to borrow between 
now and next fall. Wny do I want to know wha t the 
summer condition is? And I haven' t got a decent 
memorandum out of the Research Division. Why? 
Because, should I over-borrow in June because I 
think we' re going to have a good suamer or a bad 
sUIIIIIer, or should I just t ake a little money i .n June 
and take the risk? But I haven't got a first-class 
memorandum from Research on the business condi tiona 
this summer . I mean I haven ' t got a first-class 
memorandum and I'm getting all of this stuff piece­
meal. 

Now, if, for example, we have sterilized two or three 
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hundred million dollars too much, then Dan and I 
don't have to borrow 800 million dollars; maybe 
we only have to borrow five or six hundred milli on 
dollars and we release this thing. If we're going 
to have a bad susmer, maybe we want to release some 
gold anyway . I mea.n if Jake Viner ' s right and we're 
going to have a very bad summer, maybe we want to 
figure we ' re going to release it. What effect does 
it have on sterilization? What ' s our excuse going 
to be? 

Is t here provision for any memoranda that are pre­
pared to come to your attenti on, or only those 
memoranda that you a sk for? That ' s.been an important 
questi on here for some time. Would you see memoranda 
that are sent in here? 

Well, «a 1 11 call a spade a spade. Now, Edna Lonigan 
writes memoranda too and Edna Lanigan gets her stuff 
to me, and the fact t hat she gets her stuff to me 
makes her unpopular in that Uivision. It ·she gets 
an idea, she sits down and writes it and tells me 
what she thinks, and it gets to me. Now, it' s too 
bad, i f somebody has an idea, that they don •t do the 
same thing. The reason t hey don't like her is because 
she fights like hell. And I told her any time she 
couldn't get it to me to walk in. But the girl thinks, 
and that's one of the r ea sons they don ' t like her. 
That's true. They don ' t like her because she sends 
me a memorandum - original stuff. We don't alwaya 
agree but she ' s thinking along original lines on 
unempioyment; she writes a memorandum about how the 
stuff should be handled , entirely different from what 
it is being handled. And that's why I keep bar back 
there. Does that answer your question? 

Certainly does. 

I mean anybody that works back there ought to be able 
to write anything that he wants , whether 1t1 s i .n 
agreement ·dth what the Tr easury thinks or not, and 
it ought t o be forwarded to me. 

The first has always been true . 

What? 
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That t hey have always been able to write a nything 
they want - no r estrictions there. The second has 
not been true. 

I ' m sorry George isn't here . I sent him away because 
he is sick. lliss Michener has got to t ake it as 
Baas's representative ; she can take it. 

And i t hasn' t been true because, 1n complete justice 
to George, there is a desire to save you f r om reading 
what anybody wishes to write; I mean t hat's the prin­
ciple behind it . 

But now this r esponsibility i s Taylor's, and I want 
an ell-incl usive memorandum giving me t he list of 
the various devices that may or may not be used on 
ho t money and gold and the whol e question. And I 
want particularly tomorrow morning, and I don ' t care 
what - bow it' s gotten, but I want tomorrow morning 
a memorandum t elling me where we s tand on this sterili­
zation, so that Bell and I can sit down and decide . 
whether we are over-sterilized or under-sterilized, 
and where we are at. Now, I want tha t - 24 hours -
.[ mean I want tbat1. and take in the picture . You give 
me a little, Jake Viner gives me a l ittle . I sai d to 
Jake last night - you gave him the stuff that the 
money t hat goes direct!y 1n the Federal Reserve 
shouldn' t be sterilized; I said, "What about the 
general fund pulling down the balances , increasing 
excess reserves?" •Well, I hadn ' t thought or that.• 

We di scussed about two .weeks ago those t hree different 
methods I suggested. 

I know, but you give me a little , Jake Viner gives me 
a little; I want t he whole thing . I gave it to Taylor, 
i t's his responsibility, and he should take it and tie 
it up into a bouquet and walk in here. If you• ve got 
something you can walk into his room. You' ve never 
tried t o see me tha t you can' t see me, have you? 

Very true . 

But I can't sit here - I mean I ' m a shamed when I see 
a man like l'lalter Stewart last night and hear that 
fellow talk and bear the way he ' s thinking, and I had 
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all I could do to cover up ~ i gnorance . 

'nell, in ~ own defense, and I am speaking possibly 
for the others •• •• 

Now, I didn' t let anybody in the Treasury down. 
Don't worry about Walter Stewart; he didn ' t know I 
didn 1 t h& ve this s turf. 

The faot that you may not know it doesn ' t mean th&t 
we don ' t know it, but that we have not t alked about 
it. I want to make that distinction clear. We have 
failed possibly in bringing it to your attention; 
but I don't want you to feel that Walter Stewart 
knows anything that we don' t know. 

Don't be so sure . 

Well, I 1a pretty sure about it. 

'olell, George Baas sits here every morning at 9:.30, 
Taylor sits here every morning at 9:30, Archie sits 
here every morning at 9:.30, Bell sits here. There's 
four people . You could go say to one - knock on 
the door , say, "For God ' s sake, the Secretary ought 
to have this information; see tha t he gets it." If 
there is something the matter back there, it's Just 
too bad . 

No, it will be rectified. 

You can fight, but don ' t take it out on me; take it 
out in your own shop, raise hell back there . If 
you•ve got the sturr, can ' t you see Taylor, can't 
you a ee .IIIIas? 

Oh yes, oh yes . 

• 

74 

But the thing I want particularly to11orrow aornin& -
I want the answer, where do we stand on sterilization, 
and its relation to the question of our drawing dotm 
our balances with the Federal Reserve . Where is this 
thing? Where are we at? Have we over-sterilized? 
In Bell's es tillS tes tor handling the gold the next 
three montha, he ' s estiaating to handle the thing the 
same way; he has no other intorll8tion. You haven' t 
got any more than I ' ve got, have you, Dan? 
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No, except I do know this problem exists, and what 
we are doin& is followin& out exactly what we agreed 
upon with the Federal Reserve Board. Now, I think 
we have discussed from time to time that maybe our· 
polic)' is a little too inrlexible . 

And it is a policy which we are pursuin& which the 
Division did not recommend, defendin& the Division 
from that det1n1te point or view. 

I think we're doing little pieces that I pick up. 
I 1ll wait until tomorrow morning. lily own position 
is I think we are way over-sterilized and we ' re going 
way beyond our agreement with the Federal Reserve . 

I think our agreement was we'd sterilize all gold 
coming in. At the time we discussed it we knew we 
were sterilizing the reserve of 26 percent, which 
could very well be let go into the System. 

Well , I frankly - I don ' t remember anybody raisin& 
it at the time . 

Oh, yes, ·it was raised. 

In this room? 

I think so . 

But we came in with the r ecommendation that not all 
gold should be sterilized, but there should be - tram 
tiae to time reconsideration should be given to the 
amount; sometime between tha t and the announcement, 
somethin& else happened and word was given that we'd 
sterilize all gold . 

I can' t do this Job and reaember every d eta1l. The 
tact I remember as much as I do - I think it is daan 
good . Now, this thin& took place last November. 

December . 

And I've got to sit here and ra ise hell this mornin& 
because - letts say that you have raised everythiDI 
you did in ~ presence; I oan1t remember, I won't 
question it; that ' s 7our particular field. I say 
since then, end now, in view of the thin& - in view 
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of our estimates and in View of what we•re going to 
do, and in View of the question of what kind of 
money - all that stuff - what about this sterilization, 
how much money, and all that stuff • • ••. 

Oh, I think you're quite Justified . It ' s cleared the 
air about some points and I don' ~hink the difficulty 
will arise again os acutely in the future . 

Oh, it isn' t acute; if it were, I ' d really be in 
bad humor . But I don ' t like to get this stuff 
piecemeal; I don 1 t like to get it at all hours of 
the morning, noon, and night, and not be able to 
tie it up in a bouquet. 

Now, as I say - I come back to Wayne; have you got 
any complaints that you can't get these fellows to 
work with you? 

(Nods no) 

Well now, will you take this thing, please, and tie 
this thing up, and particularly let me know tomorrow 
morning , looking forward after the first of July -
I mean whether we have to conti.nue for the rest of 
t he year the same program; and what have we done 
since - you can do it the first of Ja.nuary, you can 
take any day I mean how much have we over- or 
under-sterilized? I mean have we kept our bargain 
or haven't we, see? That's what I want to know. 
And if we wanted to change it, what explanation 
would we make to the public, see? 

Then the other particular thing that I ' d like you 
(Seltzer) to do in connection with the f inancing is 
that, more and more, these people tell me the need 
of New York for more bills, because with the less 
reserves and this calling on New York for funds, they 
need a three months bill , which i s the same as cash, 

. so that 1f the interior calls on New York, which it 
always does, they will have - they can handle three 
months bills with ~heir cash, so t hat the thing is 
more flexible . And they say there isn•t any other 
piece of paper that the banks can get . 

That ' s right. 
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And that with this cutting down r eserves the situa­
tion is different than it ever was before; that 
selling the securities into a tax date does not 
answer the purpose, tnat the nine months doesn't 
answer the purpose. And the people I 1ve been talk­
ing to seem to think in terms of the possibility of 
a three months and a nine months; but they say that 
from now on New York will need a three months very 
badly; that the New York financier s won't admit it, 
but as we go into crop season and the interi or banks 
call more on the New York banks, t hat if they can 
put their money i nto a three months i t would help 
the money market considerably . I wish you ' d look 
into t hat and t alk to Coldenweiser about it. I mean 
just don't keep it here. Because Eccles is thinking 
in terms of a three, six, and nine months bill, w1 th 
an understanding t hat the Federal Reserve System will 
otter to buy those at par at any time; and he's teying 
to find out ~nether they nave the legislation, the 
authority to do that. Now, tbat • s the i dea he's 
working on, that the Federal Reserve System will offer 
to cash . . . . 

Not at par , but at the market. See, the bills are 
discount bills. 

He 'd get t hem all . 

Anyway, I want you to know what he 1 s thinking; he's 
got Coldenweiser thinking about it. So don' t just 
keep it in here . He feel s that ' s the way to popularize 
the thing; he didn ' t talk in terms of the New York 
market ne~ds. But as I have seen t hese important 
bankers, each one keeps talking, •If we had a three 
months bill , 1t would help us out considerably.• 

Of course, they ' ve got plenty of bills maturing all 
the way from a week to 9 mo~ths. 

They say they haven' t got enough. 

Two billion four isn' t enough? I thought they wanted 
to cut them down here . 

Take people like Walter Stewart; be recommended to me 
formally to cut it down. He said he ' s changed, that 
there ' s not enough commercial paper to go around . 
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Not only absorb more bills, but it ' s good tor us 
and it ' s good for the System to have more bills 
out. 

Be said the whole situation, due to the change in 
excess reserves, has changed, and he says New York 

• 

is tight due to the l ack or enough bills; they 
haven' t got enough bills. Be says he recommended 
differently before, but be sai d the thing has changed, 
and he sai d, •The New York bankers won ' t admit it; 
they don•t like it ." 

That's what we got in New York, that the Bankers 
Trust and Irving wanted another billion bills out. 

Well , give me something on that tomorrow morning. 
I mean what I was thinking about - I haven't had a 
chance to think it through - is the possibility or -
this 350 million is closed now; that ends that - that 
when we start again, instead or selling them into 
December, that we start a new series of three months 
bills. Dan, see? I mean I want to explore that. 

Carry them into September. 

Pardon me? 

That would carry t hem into September, where you have 
already 350 million. 

No, wai t - not begin unti l after we got by the 15th; 
I mean not start the thing until - what would i t be, 
the 15th of • • • • 

August? 

No, after the 15th of June. We can start any time 
after the 15th or June. 

That would still throw them in Septe•ber. 

Well , I - no, I wouldn' t start- start the 20th ot 
June; then it could come s tter the t. 

It's all right; you can have a hundred million a 
week maturing. 

Regraded Uclassified



H.Y.Jr: 

Bell: 

Seltzer : 

Bell: 

R.M. Jr: 

Bell: 

tl .M. Jr: 

Seltzer : 

H. II . Jr: 

Bell: 

H.!J. Jr: 

Seltzer: 

B. ll . Jr: 

Bell : 

B.M. Jr: 

Taylor : 

B.II.Jr: 

Taylor: 

B.II.Jr: 

Taylor: 

-ll-

Hundred million of what? 

Bills. 
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You 1d have to issue more ot tbe three months bills. 

No, 50 milli on dollars a week ot three months bills 
would just throw a hundred million dollars ma turing 
in tha t period, a hundred million maturing instead 
of 50 - no harm in t hat . 

No , but stop the selling to the tax dates . 

Yes. 

• 

But it we got out 50 milli on o week, I figured - see 
it I figured correctly - that ' s 600 milli on, i sn' t i t? 

50 mill i on a week, three months bi lls? 

Is that right? 

You'd have 12; yes, that ' s right; 12 weeks , if you 
go the whole period. 

Is 600 million. And i t we continued the nine months, 
i s it a billion ei ght or bi lli on eight fifty? 

A billion nine fift y . 

Is t hat what i t is? 

About t hat. 

Well, that ' s two and a half billion. That isn' t too 
much. 

Add another half to t hat . 

Wb,y? 

Add another half billion to that. 

Why? I .mean you can'. t do it if you bave Just nine • •• 

I •m not talking about just when to do it. 
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1 mean it you get the nine months and the three 
months, it would give you abot two and a halt 
billion. 

You (Bell) want to add anything? 

l o, that suits me . 

.. 
80 

I 1a not saying 1 1m doing - I'• not saying I'• going 
to do it; I•m just raising the point; I don't know. 

No doubt your three months bills would be very 
popular. 

It 1s good tor us, it's good tor the banking system. 
As I say, I'd like - I wish you ' d talk to Goldenweiser 
about tbat. 

Wayne, have I been unnecessarily hard? 

(Nods no) 

What? 

No , no. 

low, anybody can shoot at me that wants to. I can 
talte it. AII)'body got anything? AllY criticism? 

Well, I bave, as usual, 

Speak up, go ahead, please. 

I expressed myself this morning to Wayne before I came 
in here that I think this matter of hot money has not 
been properly handled in the sense that one person 
wasn't made responsible tor it and your insistence 
tbat he push the thing throuah and stay with 1t until 
final reco1111endati ons are made. 7/e picked that thing 
up, spent a lot ot tille on it; we' ve dropped it, and 
picked it up a t spare mo11ents , this person and that 
person. There's been a lot of work done, but there'• 
been nobody who, to rq knowledge - that was - took 
or na given or accepted the responsibility to pWih 
that thing through until a concensus of opinion ot 
all the beat methods was presented to you in wuch 
a way tbat you could go over them and go thro\l&h thea. 
And that ' s my general criticism. 

Regraded Uclassified



( 

a .M. Jr: 

Taylor: 

!I . !I..Jr: 

White: 

!l.ll.Jr: 

White : 

B. ll . Jr: 

'Nhite: 

B.ll. Jr: 

White: 

B. 1J,Jr: 

White: 

Oliphant: 

H.M. Jr: 

White: 

01 

-lJ-

When did you say this? 

Before we came in this morning. 

~ell , we're in agreement. 

Well , I meant to imply a certain criticism. I mean 
• think somebody should have been given tile respon­
sibility and somebody wasn' t. 

Well, somebody was (nods at Taylor). 

On all angles of it, ever ytlling? Taxes , everytlling? 

No, we divi ded it. The tax angle is Magill's and tb..e 
fi scal end is Taylor's. 

Well, I - may I sugges t that in this particular 
pr oblem, tb.ougll it obviously has tllose two aspects, 
tlley are sufficiently merged so that one person sllould 
llave been in charge of tile whole tiling, because a 
good deal of the problem •... 

Well , originally, if you want to go back, Baas 
represented me on tllis tiling, and - I mean he • ••• •• 

Well, we started off in great fashion, did a great 
deal of work, and got a long way - not toward the 
solution, but we made a lot of progress in a brief 
time. Then the thing wa s dropped - whe~her at 
your request or what I don't know. 

Because t hey couldn't get togetller . 

No, I don't think so. 

Well, Eccles lost interest . 

No, I lost int erest, because I couldn' t get a report 
from Haas - sorry Haas isn' t here, but I got a dis­
tinct feeling tb.at t hey couldn' t get together. 

Well , I'll defend Baas; if be had thought your 
interest was either maintained or you thought it was 
important for a decision to be given, I tllink be would 
have puslled it. 
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It 1 s hard to say - I mean he isn't here and I '• 
not going to criticize him. 

82 

Well , I mean ~ criticism to be constructive; it ' s 
a little impertinent . But I think 1f problems -
when problems are important, if one person was 
given the responsibility to push that thing and 
deliver something within one or two or three weeks, 
whatever you think is reasonable, I think you'd get 
results, the kind you want. 

Well, perfectly frankly, on some of these things 
I 1 ve got tired of pushing, and I didn1 t get results, 
I mean I'm pushed out; I 1 ve pushed and pushed, ond 
I Just don 1 t get. any answer . 

Well then, wha t we need is to be bawled out a little 
more . 

I think now that I 1ve asked Taylor - I think he ' ll 
go to it; I 1m sure he will. And will you - Just 
let ' s get all the things down, one, two, three, 
whatever t hey are, and l et me take a look a t them . 

Now, unfortunately, I 1ve got t his lousy thing on 
housing, and I•ve given McReynolds Saturday and 
Sunday afternoon, and l{onday afternoon; if I can do 
that and get it out of the way - and I 'm not going 
to touch it after that; we either hit it or don1 t 
hit it. But I'm giVing him Sunday af ternoon and 
Monday, because next week I just can' t be bothered 
wi tb any thing but financing. But I would like this. 

Aeything else, White? 

No, t hat's - I think I ' ve said more t .han •••• 

No, it's all right. 

Wiss Michener, want to stand up for your Division? 

No, I'm afraid I'm not in a position at the moaent 
to say anything about it , 

White doesn' t •• • • You know him by now, don't you? 

No, no, we get along splendidly. 
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All riaht. 'fell now, to110rrow morn1na, Wqne, I 
set aomethinl on •••• 

Sterilization. 

83 

And within a very r .eaaonable time, somethin& on 
Tuesday mornina at the latest - somethin& on the 
list of the devices on bot money. And on this thiDC 
I have absolutely no obJection - be deliahted it you 

• talk it over either witb Eccles or Goldenweiser . 

All riaht, thank you all very much. 
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I've seen the letter that sent to the 
Judiciary Committee as well as to the Interstate 
and Foreign Commerce Committee. 

Yes . 

Now in the letter to Mr. Sumner he states that the 
Chandler Bill will - ah - do what - ah - eliminate 
the abuses~to make it short-that he refers to and 
also to - ah - in the - ah - but 
unfortunately - ah - there is nothing done in 
that - ah - there's nothing i .n the Chandler Bill; 
it's merely a codification of the Bankruptcy Act 
and does not take care of matters that we are to 
reach. Now 11fT bill contains everyt.hing that the 

b111 as well as the Chandler Bill. 

Now Jlr . Sabath, would you mind 1f I had llr . Land1.s 
get in touch with you. 

Well all right, I think I talked to Mr. Landis and 
is he the man to talk to or is it Professor ••••• •• 

Well I th1n.k Land1.s. Supposing I call up Land1.s 
and ask h1m to call you. 

•ow there - there - I think the Pres1dent has 
bean Jl1s1.nformed. I tell you honestl7 the7 -
the bill that Chandler introduced 1s the Co1111er ci al 

which is composed of the Bankruptc,. 
Comait tee of the National Bar and the 
Association and Associati on; it 1s t he 
saae I&DI• same clique that has 

wide open 
and these will never At least 
I'• tr71ng to elia1nate the damned abuse and 
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and at the same time it w1l1 make it 
applicable to - ab - 11.aaller corporations as well 
those oYer 5 million dollars . Tbere•s more abuse 
1n those small issues eYen than 1n the big . 

We11 •••••••. 

Now I' ll appreciate it 11' you ' ll t alk to Mr. Landis. 
He and I are all right . 

Well I 'll - I'll talk to hi m at once and ask him 
to get 1n touch with you and see i .f •••••••• 

Will you please? 

At once. 

I•ll appreciate it Yery much. You see I worked 
like a slaYe on this thing here and, of course, the 
lawyers there in the Judiciary Committee like to 
kill enrything and this thing here may kill the 
legislation and while I was bearing thinks 
my bill was reported out when the word came from the 
White Hou.se. 

Yes, well let me get in touch with him right away. 

All right, t hank you Yery much. 

Thank you. 
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Hello 

Jla)' 26, 1937. 
12:06 p. m. 

Dr. Burgess will be back trom lunch 1n an 
hour. 

I 1ll call later. 

Right. 

Hello 

Dr. D1.rg eu. 

Oh hello, sir. 

How are you? 

2:14 p.a. 

I'm pretty well thanks, and )'Ou? 

Ah - oh I'm all right. Dan and I are sittinc 
here just t alld.Jlg. 

Yes. 

Got nothing to do. 

(Laughs) That ' s swell. 

And we wondered what you lmew about goYernaent 
financing. 

Well I don't know Yery IIRI.Ch about it but it looka 
to ae as though )'OU could - ah - it would probablJ 
be wise not to do an)'thlng oYer f1Ye yeara. 

Ah-ha. 

Itye been pla)'ing with the idea ot tlbetber :rou 
could do an intermediate bond issue but - ah -
the way the thine looka now I think it aicht not 
be wise. 
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All - I th1DII: 7011 could do a tin ,-ear DOte J I 
th1DII: it llight parhapa be wiaer on the preset 
look out to split it between a tiYe ,-ear note 
and, aa,- a 2-l/• or a &-1/•. 

Ab-Ila • 

.lD4 han about halt ot each. 

You lmotr that little wriDkle - did I aalte that 
aucgestion to ,.ou? 

lo, What is that? 

Well let' s sa,- tor arguaant we want 800 mi11ion, 
aee? 

Yea. 

And weld haYa two notes. 

lea. 

And let the inYestor decide which one they want . 

Ah - Henry, I haYe a little doubt about that. 

Ah-ha. 

Beoauae the,- like to know wbat quantities or each 
is goinc to be put out •••••••• 

••••• •• 'becauae it attacts the Yalue. 

lea. 

I tbiak we b&Ye done that once ••••••• • 

lea, we'Ye done it twice. 

87 

••••••• •• or twice but I think on the Whole it ' s- ah ­
it'• leas desirable than 1ndicat1ng how .uch TOll 
take ot eaoh. 
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&.it TOU - ah - TOU don' t !i.nd anything but what 
eTerTbodT tells TOU• don•t they, if the pri ce is 
right i t will go. 

I think that's right, Tes . TheT' re- some of 
them are a little hesitant about the five Tears. 

Yes. 

And I donlt take them verT seriousl T• 

Yea. 
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I think t hat these fellows have got to have a lot 
of governments t o earn their living 1n these banks 
and theT1Ve got to have something that 7ields 
something •• •• •••• 

Yes. 

••••••• so I•m prettr sure theT' ll take a five year 
note. 

Ah-ha. 

Wow theT're very keen on more short stuff. 

Yes . 

or course, the waT the Treasury bills have been 
going indicates that. 

Yes . 

So that a two or three Tear note would go very 
well; would go even better than a five. So just 
to make it certain i f - when we're doing it right 
now I•d split it between the two. 

Yes, well now this week I 've seen a lot of bankera, 
see? 

Yes. 

And next week l td like to aee the government 
dealers • • •• • ••• • • 

Yea . 
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••••• •• • and I'll let you fix that up. 

All right. 

And I thought we might start Wednesday 
atternoon - take a pee.ll: on Wednesday afternoon -
Wednesday evening maybe. 

Wednesday evening. 

And then just - rest up Thursday. 

Yes . 

So you might be thinking about it and we could 
make the appointment say on Tuesday - you let 
me know. 

Yes. 

I'll l et you make those arrangements. 
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All right, now you see Discount, First Boston • •••••• 

Might as well see all five, hadn•t I? 

Ah-

I could see two on Wednesday and three on Thursday, 
i .f you want me to. 

Yes, all right, well let me go over that pretty 
caretully ••..•. ••• 

Yes and let me know. 

•• •••••• and see who just the fellows are. 

Yes, I•ve seen all the bankers I want to bT the 
time I get through this week. 

Th!IJ''ve had a clean-up oTer in Childs; they've 
got a new lay-out there now •• • • ••• 

Ah-ba • 

•••••• and i t ' s much more satisfactory than the old. 
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Well Childa brought his Jew York Kanager dOWD 
here and introduced him to ae. 

Is that SWJbart? 

Yee. 

Be• s a very nice fellow. 

Bow do you pronounce his name? 

Swyhart. 

Yes. 

8-w-y-h-a-r-t. 

Yes. 

Yes, he's a very nice fellow. 

Yes. 

And we're very well sati sf ied that he ' s made a 
change. 

Yea . 

In tact we had somethin& to do with it, you know. 

You did. Wel l you - ah - I•ll talk to you again 
this week but you let me know Tuesday. 

Ah- what banks have you aeen, Benry? 

I've seen the Central Rancn-er. 

Ah - Davidson? 

Yea. Potter ot the Guaranty. 

Yea. 
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And - ah - Ita going to see Jlentachlar of the C1t7. 

Yea. 

That'• all. 
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Well you got about tbe aame stori es rrom them, 
didn't you? 

No, they - ah- about- but th&T don't- ah • •• •• •• 

They're a little afraid of the year a, aren't they? 

Yea. 

Well I thought that waa ao. 

Yes . 

I - ah - looking at it from a little perspectiYe 
which I think I got from being away - I - I don't 
see that , 

Yes. 

And I think this decision Monday changes the ton.e 
of things a littl e bit. 

Oh yes. 

So that you1Ye got a little firmer basis to walk 
on. 

Yes. 

It doesn ' t change quotations much but it reels a 
little better. 

Good. Well take care of yourself. 

All right, fine. 

Goodbye. 

Goodbye. 
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The following waa related to llagill atter the Seoretaey 
caae back from the White House at 2!1!0. 

• I walked over uni nvi ted to see t he Preaident and told 
him I had come to call on my friend to aee how he waa reeling. 
And the man over there had said, Don!t stay more than three 
or t our minutes because he wasn' t supposed to see anybody. 

1 I went in and the President said, Sit down. I will 
tell you all about it. He t old me, I had Harrison and 
Doughton here tor an hour this morning and told them all 
about theee terrible people and he aald I oould not get 
t hem stirred up until finally I said to Pat Harrison, ' How 
many votes do you think is 1n this? At least 10,000,000.1 

Harrison thought and said, I guess that ' s right. I eaid, 
Mr. Presi dent, how did you arrive at the 10, 000,000 f igure. 
He said, I don ' t know, but it aounde,d good! 

•ao he says, Now they want l.lagill. They love Uagill, 
but tell l.lagill not to let their love to to his head because 
next year they will hate him! So I sald, I told you that 
when I wanted to bring hi m down. 

•so he said, Send t he letter over now and let me etudy 
it and then you and llagill come over at hal~ past ten or 
eleven tomorrow.And he said, ! his is the way lt will go - ­
I send t he letter, then the publicity, then the appointment 
ot a Joint Committee ot Investigation, giving the money to t he 
Secretary or the Trea sury to conduct the investigati on and 
have l.lagill do it. Everything settled! 

1 I got up three times to go out because they told me he 
should be sleeping now. He said, Where's the lettert I 
sald, I did not bring i t . I didn't come to talk bueiness; 
I di dn' t come to s ee the President or the Uhited Statee. 
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Following hie v1e1t to the Pree1dent today, !he Seoretarr 

e1gned the attached letter ~o the Pree1dent tranea1tt1ng 
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t he report on the recent investigation of lnco~e tax return• 

t or 1936 and lettere of transmittal, tor the President'• eig­

noture, ot lettere to Senator Harrieon and Congressman Doughten. 
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The special letter 'llbich was !ligned bT Secret&1'7 

»orgentbau to the President waa turned oTer to Chief 

Wilson at 3t10 and 1n 1ltlf presence be turned it OTer to 

Bowen and I asked Bowen to let ae mow eat Agent would 

talte it OTer. Be 88Cle a telephone call and told 11e 

Agent Jolm Brooltll would del1nre1t to llr. Muir personal.lJ', 

as per 1ltlf notation on the anTelope. llr . Bowen i s to report 

bac)t to me 'llben the anTelope baS been daliTered to Mr. JNir. 

DeliTered to Kr. MUir personallJ' at approximately 3 : 20 this 

afternoon. 

JlcB 

llay 26/37 

Regraded Uclassified



c 

llay 26, 19.37 

Excerpt from llr. Magill ' s memo to the Secretary 

dated llay 26, 19.37, entitled, • Memorandum or the 

Day ' s Activities•! 

2. Taxation of non-resident aliens 

I have discussed the practical questions involved 

in i .ncreasing the rate or tax upon weal thy non-resident 

aliens with Messrs. Kent , L. B. Parker, and Zucker. llr. 

K~t is considering administrative machinery t o prevent 

evasion. llr. Zucker is collecting the answers to Dr . 

Viner ' s questions. 

~r. Tarleau, my assistant, suggested as a revision 

of my original i dea the following plan: Continue the 

present withholding provisions and 10 percent r ate, but 

provide that any non-resident alien recei ving more than 

~25 1000 of American income, including capital gains, 

shall f ile a return and pay the additional tax shown 

to be due, at the rates applicable to American citizens. 

The 10 percent tax already withheld would be a credit 

agains t the tax shown to be due on this return. The 

merit or this proposal is that we are assured of as 

much revenue as we will receive under the present law, 

plus the higher rates or tax which we collected under 

prior laws from wealthY non-resident aliens receiving 

income from American trusts, etc. I proposed this plan 

to Dr . Herbert Feis over the telephone and he thought 

the St ate Department would have no objection to it. Be 

will advise me tomorrow what Secretary Bull thinks . 
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_ .. »q 24, . lila? . 

To Secretary Morgeuthau 

,RO.. Mr. White 

Subjeot: Quution re. Ruaaian gold product i on in oonYeraatieo> between 

Seoretary o.nd llr , Oumanok;y. 

1. 

2. 

bowauoh old U. S.S.R. hao 

No, not direotl)'• Almoat all ot the diaouuion wu oanoerned 

with (a ) the reaaon tor U. S. S. R. gold aalee here1 (b) in­

formation ao to the reaaon tor t he aeleoti on ot that 

p.rticular ohannel ot ao.lu1 (o) the detinitel)' e:rpruoed 

ouggoation that oooperation between Ruoaia and the United 

Stateo with reopeot to gold would be benetloio.l to both 

OOUDtriea . 

Di d the SeoretM aok tor lntoraation on Ruu ian p;old produotiOD 

and hold!Q&o i r eetljt 

ln a "T, ;rea. The one otat•ent in the whole interrtn 

wbioh oa.eo olooeot to a d1reot question 1o ao toll owo • 

(Quoted tr<n. page a 5 ud 8 ot the tranooript1cm. ) 

"!!!!.t....:!!.• But where )'Our Gonnaeot haa ouoh a tre­

-ou• otue - - )'OU und t r oto.nd what I aeanT ..... 

JDI, Jr I , ., • in thio preoent aed ba Of Olt'Oh&ngo in 

the -.-ld -- gold -- then i t 1o to )'Our intereat to 

oooperate and aako gold Yo.luablo o.nd not t o do .... eything 

poaaible • ••• • 

11r, O..anolcy • To dopreo1ato 1t, 

811, J r t T ... That ' • tho whole otoey. 

llr, O..U.ol!;r t You n preu the idea perteotl:r, 

llr. Sioretary. 
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Secretary Morsethau - 5/25/57 - 2 , 

a. 

Hll, Jr• Well , you can aq, •It you don't 'IIIUlt to 

b~q it , all right, • and ao torth o.nd ao on, 'Bow avoh 

gold .. h&TI il our buaineaa . Bowauoh sold produot10D 

there 11, 1o our buai.Deao. • That'• all rig.bt1 1t that' • 

the poaition or your Govarn.ent , all r1g.bt. But it leeml 

to 10e that the contrary ahould be the an.,..r, 

llr . Otaanall;y• I underatand perteotly. • 

I don't think ao , The otat .. ent marked with red abaTe 

al.ght lesitim&tely be treated by O..&DOq ao not being the 

important queation emersiDS t rOIIl the intel'Tiew, It 1o 8Y8D 

poaoible that Wr , Ou..&noq loot al.ght or that queotion and 

concentrated on the apeoitio queotiono uked hJa , 

• · Our;ht ,.. to uk the queotion opoo1t1eallyt 

I thiDk 1t ia J..aportent that we uk the U. S. S. R. the apeoitio 

queotioJh 

(a) "What hao been your annual produotian or gold o.nd 

cat do ~ou expeot your annual production of gold to be 

1m l937f I be11eT& thi.o queotion ohould be uked aa 

lOOn &I fe&oible e Qnoe in the poaoeeoion ot that intonaa­

tion, ... would be 1m a better pooiticm to proceed, .!!, 

n•o•••arr· 
(b) It wou.ld aloo be helptul 1t we oou~c! tind out how 

auoh gold they han now. They mi~;ht objaot to &nfterinc 

that 1'eat10D OD the crOUIIdl that their COld 11 & "war 

oh .. t • Yet I thiDk the queotion ohoulc! be aaked . 
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Present: 

IJa,y 26, 1937 

:5 p. m. 

Ambaeeador Troyanoveky 
Ur. OUman alt.Y 
Ur. Taylor 

Ambassador: I represent ur. Ouaansky! 

t he rinancial program. 
He knows better 

ffiY.Jr: He and Ur: Taylor can help us both out. 

Ur.Ouamsnky: I Just took two lessons rrom ur. Taylor! 

ffH,Jr: we can all learn. 

Ambassador: Yea, we could. 

HU,Jr: Ur. Ambassador, the reason I asked you to come down 

was this. Since our las t talk I have been doing a lot or 

t hinkins, about t his question or relationship between your 

Government and ours , and I think that when Ur. Latvinott was 

here, 1n the small part I played ln t he prel1m.1nar1es I think 

at that time he had conridence in what I was trying to do. 

Ambassador: Yea. 

Hl4fJr: And I th1n.k -- I know, I bad oontldence 1n hlm. 

Now, am so1ns to talk very rrankl.y - - the two OoYernmente 

are not setting any closer tosether. 

A.!baseador: Ull-huh. 

HU,Jr: And what I would U.ke to do, U your Government 

will encourase me, i e to attempt throUSil t hls discuasion or 

finances to see 1r we can't come t o a seneral understanding. 

Now, I don't start something 11ke this unless I first talk 

t o our President. 

Ambassador: Uh-huh. 

HM .Jr: And he 1e more t han pleased to b&Ye me do tllll and 

I am only inter ested 1n the r1nanc1al end, the monetary end. 

I am not 1ntereeted 1n trade treaties or anything l1ke that. 

I am Just 1ntereeted •... . 
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Ambassador: •.• in the t1nanoea. 

~,Jr: In the finances. 
that s another Department. 

It you have troubles on coal, 

Ambassador: It ' s connected with your Department too. 

HM.Jr: It's the State Department's re~nsibility. I am 
quite interested. I am not going to make it more diff i cult 
tor you. But I am Just using that as an example, I know 
~hey are talking to you about coal, but I want to confine ~­
eelt , Just as I have in t he contacts with the English, the 
French, and Chinese and Mexican and the Canadians, Belgium, 
Holland and Swit~erland -- it's always been Just on money. 
And t he State Department, it ' s entirelY agreeable to them. 
Now , naturallY , you will want to tal.lt t o your Government and 
find out i .t they want • . 

Ambassador: ... to do something. 

HU Jr: To do something. Now, what am I trying to do? 
We ~d about gold -- t orcign exchange. Just as a matter 
ot interest, you pick up -- here are two English papers. 
Here's the London Financial Times. I mean, it you look at 
those papers, they are Just tull or Russian gold, 

Ambassador: Yea. 

RU,Jr: Here's one ot the 18th. 
the thing • . . 

Ambas sador: It is always gold. 

Gold. If you go thrOugh 

HU,Jr: Gold. Russian gold. It's Just-- I believe this 
i s the leading financial paper in London. 

l.!r. Oumanak,y: Oh, ,yes! 

HU.Jr: Take them, if ,you would like to t&ke them. 

Ambassador: Yea? 

HU,Jr: It'e an unknown quanti~,y. Now, tor thia conversa­
tion, I took a look at platinum, ot which ,you are a b16 pro­
ducer. 

ambassador: Yea . 
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RY,ir: And in 1Q24 (I went back 10 years) platinum waa 
wort 20.00 an ounce , and then it got down to ~.00 an 
ounce 1n lQ~ and today it's a~.oo. 

Ambassador: Yes. 

Hl.! , Jr: But the man did not know why I wanted it, From 
her e on, lQ27, Rueaian pr oduction (indicated by gestures.) 

AD~baeeador: We stopped our exportation. 

Hl.! , Jr: But no one knows what your production ia . The 
thing that worriea people is they don't know. Now, gold, 
platinum, silver, particularlY gold, 11 ueed tor payment ot 
balances and you are euppoeed to be the second biggeat pro­
ducer, but nobody knows. And, ae I told llr. Oucana.ky, it 
gold is going to be continued to be ueed as a method ot paying 
t or goods, you don't want and we don't want people t o lose 
t heir interest in gold; lose t heir taste tor it. I mean, 
t nere is all this talk all the time about we are not going 
t o be as in"erested in gold because they can't see it; they 
don't reel it; they don't know whAt it is. 

Ambassador: It's in our cellars. 

Hl.!,Jr: It's in our cellars. And we are lilts squirrels 
we "&ke it out ot one bole e.nd put it in anotner. Well, 
t here's some truth in that. 

But what I am leading up to is this: 1f we could have a 
tree exchange ot informati on, the way our Bureau or Kines 
publishee all tbeee statistics, and we could work out together 
mutual problema on thie thing -- what are we going to do about 
gold? --" looking towarde the future, I should think it would be 
mos t useful to both Governments. 

Ambassador: I don't know. At preeent time nobody knowa 
what pr oduction ot gold we have. Yaybe if it is published 
tact , ID81be it will be published with eome disturbance. 

H!.! Jr: No. Tne worst thing ia the lack or knowledge . 
I donlt care bow big your production or metals ie , it' s the 
unknown tactor that worries the people. I mean -- I want 
to IIAke myself -- I reel that we can, to uee a poker term, 
can eit in thi a gaae as long ae anybody. 

AD!bauador: Uh-huh. 

Regraded Uclassified



- 4-

HM.Jr: We have our Stabilization Fund ot $2,000,000,000 
intact. We are going along well. We have, I think, lese 
worries than most Governments, in relation to other Govern­
menta , by comparison. 

Ambassador: Yea. 

113 

Hl.t , Jr: And I am not doing this because I have any i•edi­
ate worry, but I am looking to the tuture and I can eee a great 
deal of good might come out ot it trom both Governments gaining 
sufficient confidence. At the beginning we might Just exchange 
information. A.tter all, your Government is ao constituted that 
you can keep things secret and the Uni ted States Treasury i s so 
s ituated that we can keep it secret. The tact that we could 
keep •.. ... 

Ambassador: You mean onlY tor mutual 1ntorcationT Not tor 
outa1de? 

HU,Jr: At the beginning, onlY tor the information ot myself 
and the President, At the beginning. So that 1! you had it 
and said, Now, Ur. Uorgenthnu, here's the picture ..... 

Ambassador: But maybe you don't know. We have t our aces. 
You have interest in the game. But ones you know ..•.• 

HU, J r: I don't know that you have tour aces, but I don't 
know how lllU\Y chips you have sot. I don It know how many 
chips you have got and what your chi ps are made ot. I don 1 t 
know whether they are ten-cent chipe or dollar-chi pa. And 
this is finance. It's the biggest game in the world, And 
up to now England has alwa,ye played it alone and London has 
always dictated. I mean the idea that we should make the 
price of s ilver here instead of London was unheard of. These 
four men get together every morning e.nd make the price of 
silver. They aaid, You tell us how much silver you have 
to sell and we will make you a price. And I said no. No, 
we will do it the other way round. You give ue the prioe 
first. We have never done buaineaa that way. And tor three 
da,ya we did no business . I aa1d, I am not going to let you 
take it and Juggle it and then give ue a price afterwards, 

Whether this thing fits into the picture look1.ng tour or 
five years ahead, your Government knowe. I don't. But 
fr ankly , talking tor myself , i t eeema that we are leee close 
t oday than we were before we bad recognit i on. Thera have 
been some mi sunderetand1ngs. 
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~baesador: I don't say. I can' t tell, because the 

atmosphere is more favorable generallJ now than before. 

114 

we caa t alk. We can look for a solution of certain prob­

lems . 

HH.J r: ~be that ' s too strong a statement. When I 

s~ t hnt I mean I ought to l1.JIIi t that to myself. But I 

don't reel that we ore getting any closer. 

Ambaeeador: or course , I t hink that something must be 

done 1n order to make our relat i one closer, but or course 

I am not able t o say , not entitled t o say, anything p ositive 

at the pr esent moment. 

HU.Jr: I would not expect it. But I am making it muoh 

stronger than when I t alked with llr. oumansky because I did 

not have authority to go as far as I have now. But I have 

been thinking about this t or months now and it seems the more 

I t hink about it, l ooking at it selfishlY, it's good for us 

and I can't see why it isn't good t or you, that you would 

not have just as much t o gain as we would, and theref ore it 

l ooks as t nougn it ougnt to be good. I have tried to see 

wby wou.l dn ' t it be good for t he Russian Government and I 

can't see any reason shy it should not. 

Acbassador: You are talking about r eserves and it's more 

advantageous f or you, or course. 

HH,Jr: You pr oduce more gold t han we do. 

Ambassador: Oh, yes! 

HJJ ,Jr: At l east we thinlt you do, We don't kn.ow. We 

have more, but we th~nk you produce mor e . 

Ambassador: Yes , I think so. 

Hll,Jr : We think you are seoond to the British Empire. 

ambassador: Uaybe we will be the first. 

~: Uaybe. And t he only use gold c an be to you 1e 

is~ th1nga in the world's market. 

Ambaesador: Yea. or course. Production or gold without 

use of it, it 1e not profitable bue1nese. 

HK.J r: Uaybe you would like to ask me somet hing. 

been doing a l ot or talking. 

• 
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Ambassador : I wish to know i t our Government accept 
your suggestion and give you information , but really would 
it be kept ln aecret? 

HU.Jr: Coul d it be kept in secret here? 
Absolutely! 

Absolutely! 

Affibassador: You will pledge t hat? 
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,.Jr: Yes. It that 's the was you want it, it 
be olutely secret . We have kept other secr ets. 
do it here. I oan make the flat. statement that we 
it. 

could 
We can 

could do 

Ambassador: Ot course, our Governoent has already showed 
its willingness to cooperate with this gold bueineee, but it 
it will even go so tar as to give you t his information, I don't 
know. 

H!.! ,Jr: It Just isn't that I want information, It's the 
idea -- here, i f you take t he Brit ish Empire, the Soviet Re­
public and ourselves, we pretty well could cont rol ... .. 

Ambassador: Uh-huh. 

Hll,Jr: Now, you have done bueinese with the British and 
you know how they do business. I have done business with 
them. I think, I beli eve your people are interested in peace. 

Ambassador: Yes. 

HM,Jr : we are interested in pesos. The reason they di dn ' t 
nave a war in Europe last Fall, 1n ~ belief, was because we 
saved France. A\1 ot our Navy people all thought there would 
be war last Sept ember. I don ' t know what your people thought, 
eo muCh eo it has been overlooked, but for the first time i n 
years the President re-created the European Fleet; sent tour 
battleships to Europe to be ready to take American refugee• 
out ot France. That's how serious we thought it would be. 
We had tour battleehips ott PlYmouth to take American refugee• 
out of France. It was the monetary thing that saved France. 
And I look at it as an instrument ot peace. 

Ambassador : Certainly i t' s most i mportant. I will con• ey 
your suggestion to ~ Gover nment in the hope that it will be 
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some step 1n the way ot oerta1n contact. 

Rloi,J'r: It Jllat 1en't that I want to know how IIIIU'\Y Olln081. 

After all, go a atep tllrtber. Take a look at Cbina. Look 

at the chanoea I took witb Cbina when we made those loans and 

gave t hem that aaaiatance. The Chinese tell ua we saved 

tbem. And tbey are gettlng stronger every day. 

Affibaaeador: Yea, but our Army contributed a llttle blt. 

HI.!,J'r: I mean trom a monetary aense. A weak Chl na 1n 

t he Pac1t1c, you and yourselves wo11ld both have had trouble. 

Rtgllt? 

Ambassador: CertainlY. Oertaln1Y. 

HU,J'r: It may bei am overatnting. 
we would both have bnd trouble. 

Ambassador: Certaln!y. 

But a weak Ch1na and 

HK.J'r: And with Onina growing stronger aasurea Ruea1a and 

t he United Stataa ot peace 1n the Pacitic. Right? 

Ambassador: Yes. 

HU,Jr: So we nave a common interest t here. 

AJ!!baeeador: Yea; that 1a true. 

HU.Jr: And everywhere I look -- as one naval ottioer put 

it, Russia and ourselves have t he aace common enealee. 

Ambassador: Yes; more or lees true. 

HI.! .Jr: Looking all aro11nd the world. 

Ambassador: The eace cituat1on 1n Europe, almost. 

~.Jr: Now, lt we can Just work this thing and keep a l l 

I am reaponalble t or is t1nanoa. 

Ambassador: But t1nanoe ia a part ot general politioa, ot 

oourae . 

HK. Jr: And it we can keep th1a thing growing ateadil)', wily 
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t he chances tor war will be lese. 

Apbaasador: Will be lees. 

HU Jr: Because the taot these people oan 't borrow here, 
the tict that they owe us money here, ls good because they 
can • t borrow; can • t borrow to make war. But I wanted to 
take a little time to explain. It's not tbat I want a lot 
ot statistics. 

Ambassador: Along general linea, I should say. 

Hl& , Jr: Yea. 

Ur. Oumane~: The first answer was probablY satisfactory. 
Tae reaction ~ our Government to your first suggestion? 

HU~Jr: Fine! I think we have made steps . I reported 
tnat ack t o the President. I said, Now, we have gone this 
far; I feel the Rueaian Government wishes to ..•.. 

Ambassador: or course our Government is ... 

~: I aald I would like to go much further. He said 
all right. Just as you said, I think our converaatlona were 
so helpful that I felt encouraged, I want to go furtber and 

I may not always say a thing very diplomaticallY , but ~ ob­
Jective 1s, through finance , is world peace. 

1.17 

Ambassador: Yee. or couree, it you can cooperate; have 

soae contact, it will be helpful tor world peace and can better 
the general situation. 

HU.Jr: When I aa talking about this, . I don't want to trade 

on anything else. You understand? 

Ambassador: Yea. 

HM,Jr: Any more than when we went 1n with the Chinese Gov­
ernment. It was purelY financial and we got no conceeeiona; 
did not ask tor anything; don't want anything. I don't mix 
with this anything else. Anything the State Department may 
have 1e entirelY aeparate from what I have. From all I ltn.- , 
I hope while I am talking about thia --they may do something 
which would seem we are working in the oppoeite direct i on. 

A!baaeador : or course, we are in etrong position 1n the 
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world affaire, but still we are ready to cooperate. 

HM,Jr: You are 1n a very strong poaition and I think you 
will get stronger ae time goea on and I recognize that. I 
t n1nk it would be stupid not to recognize that. 

Amba1aador: All right. 
=aybe something come out. 

I will convey the message and 

118 

H.U.Jr: 
give me a 
let it go 

And I will leave it thil way: 
telephone call and 1! you have 
thatwq. 

when you hear, you 
anything -- well, Just 

Ambassador: I leave probablY !or vacation the end or June. 

HU,J r: I am here until the end or JulY. 

ooo-oOo 
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Pl&t1m.ura Pri:f# in !:ow Yo rk 

(1n dollar• ;er troy ounco) 

1924 ; 1925 ; 1926 ; 1927 ~ 1928 ; 1929 : 1930 ; 1931 : 1932 : 1933 : 1934 : 1935 : ' 1936 : 1937 

J a.nuar)' 122 117 115 1o4 79 66 59 33 37 26 37 :n 36 50 

7ebruary 125 ll7 113 102 82 66 57 29 37 22 37 32 35, 611 

Karch 122 117 107 102 71 66 52 27 37 24 37 31 34 58 

April u6 118 106 97 76 66 43 23 37 26 37 30 32 

llq 116 120 105 77 76 65 44 23 37 29 35 30 32 

Jue 116 120 106 66 76 63 44 35 36 30 35 29 36 

JulT us 120 111 66 76 63 41 37 35 32 34 29 39 

~t 120 120 112 66 76 63 37 37 31 33 34 30 49 

Sept•ber ll9 120 114 65 75 62 32 37 31 34 34 34 611 

October 118 120 109 65 75 62 33 37 30 36 34 35 54 

loTeaber 118 120 108 65 73 61 33 37 30 37 34 35 411 

Dece11ber 117 120 107 66 71 61 33 37 28 37 34 35 4s 

AYe race 119 119 109 78 76 64 42 33 30 35 32 _, 
~ IMpert .... t , Dirleioa of lleeeareh &114 St&t11Uco. llq 26, 1937. 

Prioe taba to aeareet dollar. 

..... 
1\) 

0 
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Enilate ot 

Jorl4 M4 ltuteiM Pro4uqt1op of Crp4e Plat'!'" 

Worl~ 2ro~iQtloa 
(b-..) l!u!ll.p prod;rUOD 

( 1A 01mceo 

1924 72,615 56.900 
1925 126,597 94,1!00 
1926 141,958 92,700 

1927 149,275 100,000 

1928 138,613 • 
1929 155,48:2 • 
1930 151,796 • 
1931 152,829 • 
1932 123,147 • 
1933 149,815 • 
19)4 1611,107 • 
1935 176,200 (Pl-e11abary) • 
1936 19&, 000 (Pl-all.ab&r)o) • 

• llo authentic o\atiotico of production of p1at1AUII 1A tbe u.s.s.l. an 
anilabh. Hownr, lt 1a c--rall7 aotilata4 \hat an &DDGal outpd 
of 100,000 01mc .. of cru4a p1a\1A• hao baen •1Ataba4, &<>Oordi.Jic to 
the 111Danlo TMJ"boot . INt th- 1a neey ,. .... .., to bell.ne tMt 
Ruooia hu veat17 bor .. a..s har pro4uoticm ot platb1a (a ) beoauae 
bar anbo4o ot pro4ueticm ot the preoiouo ..talo 1o v-tl7 iaproftll, 
0214 (b) beoeuoe th .... bu be., a.....,. ext ... 1 ... lliiCI illt.,.i ... nploit.­
tion ot all aboral rooouroeo 1A U. S. S. R. 
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o: 
H.LI.Jr: 

0: 

R.M.Jr: 

o: 
a .w.Jr: 

Wagner: 

R.M.Jr: 

W: 

B. U: .Jr : 

\'1: 

H.V.Jr : 

W: 

R.l:!.Jr: 

II 

B.V.Jr: 

W: 

B.V.Jr: 

.. 
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Bello. 

.. y 26, 1937. 
~ : 32 P.M. 

Senator Wagner can't talk to you !or !iYe minutes. 

All right. 

I'll call you. 

3 : 35 p. m. 

Hello 

Senator Wagner - go ahead. 

Hello 

Yes, bello Henry. 

How are you Bob? 

Ita all right, i ! you'd leave =Y Housing Bill 
alone. 

I ' d leaYe it alone? 

Yes (laughs) no, l tm not so hot yet; I •m coaing 
back but it' s a l ittle slow; I ' m still a little 
weak now and then, don ' t you know. 

Oh I'• sorry. 

But I'm quite better than I was - yery IIUCh than 
I was. 

Well the reason I'm calling you is this. Ab -
by Tuesday I t 11 be ready and I 1 d like nry IIUCh 
to haYe a chance to aee you. 

All right. 

See? 
.lh - Tuesday - thlt' 1 the ds.y after Decoration DaT· 

Tbat •s right. 
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J a.w. r : 

\Y : 

a.u.Jr: 

H. u .Jr: 

B: 

H.U.Jr: 

VI: 

H.M.Jr: 

W: 

B. !.I .Jr: 

ll: 

B. I!. Jrl 

W: 

B.Y.Jr : 

w: 
B. lo! .Jr: 

VI: 

- 2 -

Wlll 70u surel7 be back - ah - and sober. 

Well I ' ll be back; I don ' t know whether I' ll 
be sober . 

123 

Well Itm- because I •m going to New York ••••••• • 

Yes • 

• • • • , . and I was hoping 70u could make i t - could 
7ou make i t 1n the afternoon? 

AnTtime that suits 70u. 

On Tuesda7 - sa7 we make i t - ah- about 3 o•clock. 

3 o'clock- where ••• ••• 

Well I'll drop over 1n your office. 

That would be very nice . 

And I ' 11 - I' 11 bring my young and brilliant 
Secretary along with me whose got some of the 
detailed figures I may not have. 

Fine. 

There ' s no objection to that . 

Anybody TOU want, Bob. 

Well that's all. 

Thank r ou. 

Thank you ver7 much. 

\ 

Thank 7ou, Bob, take care of 7oursel!. 

Thank TOU. 
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MEETING RE GOLD STERILIZATION AND FINANCING Kay 27, 19.37 
9:.35 A. M. 

Present: 

B. !.I . Jr: 

White: 

B. ll. Jr : 

Taylor: 

White: 

Bell: 

H • .II.Jr: 

Bell: 

White : 

Bell: 

White: 

H. li.Jr: 

White: 

Bell: 

White: 

Mr . Bell 
Kr . Taylor 
Kr . Lochhead 
Kr. White 

That first sentence is "figbt1n1 words,• isn't it? 
(Referring to Summary on sterilization dated 
Llay 27, 19.37, attached) \t·'"J) 
I •m sorry, Wayne didn ' t have a chance to change 
much. 

Tbe way I read - "The program or sterilization bas 
been carried out." 

He bad Quite a few more in there that I was able to 
el~nate in a short period. 

But be didn' t have long enough - my fault really. 

(H.M. Jr reads Summary) 

I don ' t think 2a is worth very much. 

What? 

I don' t tbi.nk 2a is worth very much as a statement of 
t act. 

2a? 

Yes 

No, I lett out the details; I ' ve got it in another 
sheet . 

Now, what about"$130 million was frozen"? I always 
had a figure in rq mind or 185 or 180. 

Well, it really is 170, but Dan said 1.30 . It doesn't 
affect the net results, so I didn' t ••• • 

What do you mean? 

The gold in the working balance on December 2.3. 

Regraded Uclassified



. · 

( 

.. 

Lochhead: 

Bell: 

8 . 11 . Jr: 

Bell: 

8 . 1l.Jr: 

Bell : 

Bell: 

8 .11. Jr: 

Bell: 

B.li.Jr: 

Bell: 

B.li. Jr: 

Bell: 

8 .1l. Jr: 
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The gold 1n the working balance shews up about 190 . 

175, but 104 million of it was national bank gold 
71 million was free gold. Now, about 30-soae million 
bas been switched from national bank gold to the 
general fund free gold. As national bank notes come 
in, we switch that gold from earmarked national bank 
to free gold general tund. 

Well now, the free gold now is 131 million. 

T~t's right, yes, sir. 

Now, •held to retire national bank notes, 163" -
that's sacred. "Increment resulting from reduction 
of gold dollar, 140" -what's that? 

That's the 140 held 1n the Treasury to advance to 
Federal Reserve banks for loans to industry, and 
23 million for redemption of bank notes. 

I get you. Then the only free gold we could spend, 
if we want, is the 131 . 

That's right. 

What? 

That ' s right, we could s pend 131. 

What? 

Yea, sir . 

Well now, taking this fighting memorandua at ita 
face value, as this new money came 1n if we perr&itted 
the excess reserves to fall through increasing our 
deposits with the System, then what? Is it your (Bell) 
idea to keep our deposits after we get this new money -
to keep it with the Federal Reserve -to keep it 
between 75 and 125, to keep it Just about that? 

That ' s what I contemplated doing right along, r ecard­
less of this policy. 

&eep it about on an even •• • •.. ? 
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Bell : 

H.II.Jr : 

Bell: 

H.M.Jr: 

Bell: 

H. li . Jr: 

Bell: 

Taylor : 

8./A.Jr: 

White: 

8 , !11 , Jr: 

White: 

H.M.Jr: 

lfh1te: 

H.li.Jr : 

Taylor: 

White: 
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lees, sir. 

ADd then the money we borrow - let • a say we borrow 
800 llillion dollars. Well now, that we borrow 
under what is ca.lled war loan? 

We •ll give the ba.nks tbe pri v1lege or paying !'or 
their subscriptions by crediting the war loan 
account . But I - but you can't control what they 
pay in cash. Now, our balances may at that time 
go above the 125 million. 

What they pay with cash goes into the Federal 
Reserve . . .. 

••• banks t o t be credit ot' tbe Treasury account . 

When that goes 1n, that brings the excess r eserves 
down. 

Yes, sir. 

But you draw do wn on that practically immediately, 
don ' t you? 

• 

Well, ! r om reading this I would say that we bad done 
about a s good a Job as we could have done. 'Ne can•t 
bit it closer than 66 million. 

We made no attempt to hit it identically . 

Ju.t good luck. 

No . 

Well, we knew approximately. 

Well yea, that ' s right - the reduction or tbe balances . 

Nobody ever bad the thing. I mean the knowledge that 
you must have worked out in your ottice - di dn' t you 
al l learn a littl e? 

Some. 

That ian•t the whole story. 
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Taylor: 

H. II .Jr: 

White: 

H.li.Jr: 

White: 

Taylor: 

Bell: 

H. II .Jr: 
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But we realized we didn' t know a lot of things; I 
don ' t know how much we learned. 

• 

There are all sorts of minor differences which you 
could go into, and which you have to e stima te the 
amount of: the amount of notes - or bills, rather -
which were actually taken by the b~s; the amount 
of savings bonds wbich were taken by the banks , etc. 
Now, this fig ure that i s given you is a pretty good 
figure. It 1 s about as - I think it's about as good 
a one as you could have . Now, you can argue ten 
million or even 20 mill ion one way or the other . 

For this purpose it doesn ' t make ••••• 

There is an accompa.nying me11orandum that explains 
each one of these items. 

For the purposes her e - I mean for ~ purpose~, 
what I wa s trying in connection w1 th the financing, 
I am willing to t ake this at face value, a s long 
as you four fellows are together. 

We can debate quite a bit, but you won't get anywhere. 

I'll put it this way: 50 mil l i on or 75 million, it 
makes very little difference . 

That's the range. 

I mean whether it's 50 or 75 million - it's very 
little difference. 

No, it 1 s a difference of interpretation as to certain 
items. 

Interpretation and the assumptions wh1ch we have been 
given. 

You could argue 10 or 15 percent and you wouldn1 t know 
which was right. 

Row one of you ~ake the argument, or I 1ll put the 
proposition: supposing I 1d want to put up to the 
Federal Reserve, say, •The first of July I 1d like 
to spend a hundred million dollars worth of thi1 130 
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Taylor: 
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Bell: 
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Taylor: 

Bell: 

White: 

B.K. Jr: 
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million dollars worth of gold.• Now, aQybody can 
argue for or against that. I'll give you ~ 
reasons for wanting to do it . I have to borrow 
a hundred million less ; that ' s Number One . Number 
Two, if the people are right and there is going to 
be a little sllllllp in the summer, wt~T, a hundred 
million dollars of gold into excess reserves isn't 
go.ing to hurt aeything . I don' t feel very strongly 
about it. But I want it .in my esti.Jiates; see what 
I mean? I mean it' s a hundred m.illion you can~t 
just overlook, you know. I'll take either side . 

Where would you put it, directly i n the Fed? 

Have to be spent first. 

At the t.ime you needed it, without call.ing on the 
banks . 

Well , I would spend it first. I mean I'd use it up 
first . I mean it would be the first money that I •d 
use. 

So that there would be a slight l ag before it did 
get into the System. 

Might take a month. 

There are two reasons tha t I should support that, 
in addition to those that you gave - why I think 
that should be done and why it can be done reasonably 
without violat.ing any understanding or .implicot.ion. 
Ohe .is that a t the time this arrangement was made, 
nothing was said of tha t working balance in the dis­
cuss.ion; it was merely new gold that was talked about . 
You merely had this other gold in the balance, and 
you now decide to let it out; therefore, you are not 
violating any understanding or implication . 

In addi t1on, the second rea son is that I should like 
to see some action be taken to show that there is 
flexibility and that ~here is adjustment. The situa­
tion calls for it; noreasonwt~T it shouldn' t be 

done . 

or course, in connection wit h that, it would be very 
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interesting if you took this up. It so happens 

that the Fed has increased its portfolio by a 

hundred million. Now, I think the thing - I •a 

going to ask you (Taylor) to conduct these negotia­

tions, if you would, with the Federal Reserve; 

you might go t o them and say, "Now, what is your 

policy going to be about your hundred million 

after the lSth of June? Are you going - supposing 

we have a good bond market, are you going to sell 

them? Now, if you' re going to sell them, we'd 

like to know, because we feel (I mean if we are in 

agreement) that the present excess reserves are the 

minimum." Are the minimum! 

There is one further argument. It is not a good · 

one , but it might frequently be made. The obJecti on 

might be made that on the one band you have the 

Federal Reserve Boar d adding to its portfolio and 

you are selling bills and they ' re buying bills; you're 

Just sort of washing out the sale. 

You' re a little fast there. 

Well , the Federal Reserve has added to its portfolio . 

You, on the other hand, have borrowed to sterilize 

gold . So at least if you do a hundred million, you 

can s ay, •They added to t heir portfolio by a hundred 

million, so we sell that gold.• It1 s kind of a weak 

argument, but •••• 

The thing that - I purposely didn' t say 130 ; I don' t 

think we should do 130 . Uake it a round figure, do 

a hundred, you know. No sense of doing 130, Jus t do 

a hundred. But I think that the thing is a little 

close. Why keep a hundred million dollars worth 

of that gold there? Wby not let it go? 

Nobody's taking the Feder al Reserve Board's side. 

I was just wondering what kind of argument they would 

bring up. First of all, they might say, "Well , we 

had an understanding that you were going to freeze 

any additions to gold so that we could control - take 

care of the excess reserves . If you are starting 1n 

to alter this figure, it uy be the only way to altar 

the whole program of sterilizing gold, and if you do 

alter that program we no longer have control.• 
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Yay I answer you? Eccles has two or three times 
himself asked us to put in an extra 180, which 
they claim we didn't let them know about. 

But tha t 180, they will claim, 1s s figure set 
by them, that they feel should go in. In other 
words, the Federal Reserve Bank feel that they 
should dictate or say bow 111uch gold should or should 
not go i .n. 

Well, what I am saying - I•= Just saying to Taylor 
I don ' t want to bring this up until after the eighth, 
because I don't want to - I mean I ' d like to have the 
argu=ents in our shop, but beginning with the eighth 
of June I'd like you - that ' s a Tuesday; if we have 
lunch with Eccles on that date, why, we could start 
negotiations with him. Fi rst, what is h1s poli cy 
going to be about letting h1s bonds run off? Second, 
that - this answers your (Lochhead) question - th1s 
doesn't change the policy at all. It Just 111eans the 
hund.red m11lion dollars - there ' s no particular sense 
in sterilizing it; i t ' s got nothing to do with gold 
co111ing from Europe . Then we have to borrow that much 
l ess and we feel it is, from a Treasury standpoint -
I wouldn' t say anyt h1ng about excess reserves - from a 
Treasury s tandpoi.nt we think there is every ~eason to 
do it, and "what about it?" · 

I hate to see it put on the bas1s that it will give 
the Treasury that much more money. After all, if 
there's e good e xcuse tor the hundred, there ' s a 
good excuse for the 7,50. I don't like the argu=ent 
that we sterilized more than we agreed to, because 
a s a mat t er of fact the excess reserves are ) 00 
a~illion dollars now over the estimates of what they 
thought they would be; so I don't th1nk that argu=ent 
holds . 

I like the argument t hat there may be a slu=p 1n the 
summer and th1s hundr ed million gold going in might 
help the excess reserve situation. And I also like 
the other argu=ent that you put up - slipped =1 m1nd 
now; what was it? 

About their selling their bonds? 

Yea, sets that of! . 
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The hundred million increase 1n portfoli o - it i s 

only if they sell i t that you would neutralize i t . 

If they don ' t sell it • •• • 

The flexibility - that's what I mean. 

You' re being inconsi stent, but you don't mind, I 
presume . 

Well now, I can go around the other way and say 

to do nothing but use tha t as a club . "Now listen, 

fellows, if you're going to d r aw down your excess 

reserves by r educing your portfolio, Why, then we 

feel that we ' ll have to put that hundred million in. • 

I wouldn't like to use a club that way, because I 

thi nk it would be a good i dea if there i s a strong 

bond marke t and 1f they want to let out a few bonds; 

I 1d like to let them feel they are free in the System 

to do that, as long as we a re f r ee to count eract it 

if we want to. But I wouldn't say it on t hat basis . 

!n other words, we are absolutely independent . If 

they want to let out a ~ew bonds, all right, but that 

doesn 1 t stop us from freedom of action 1n using our 

own devices. 

In other words, there is always a bigger club 1n 

the background - calling attention to that. 

Here ' s wha t we said, which you probably remember. 

Not too well. 

" The Secretar y of the Treasury, after conferring with 

the Board of Governors of the Federal Reserve System, 

announces that he proposes, whenever it is deemed 

advisable and in the public interes t to do so, to 

take appropri ate action with respect to net addi tional 

acquisitions or releases of gold by the Treasury 

Department . " 

And we fought about every word there. 

"This will be accomplished by the sale of additi onal 

public debt obligations, proceeds of whi ch will be 

used for the purchase of gold, and by the purchase 

or redemption of outstanding obligations i n t he case 

of movements in the reverse di r ecti on.• 

Regraded Uclassified



( 

•. 

White: 

Taylor: 

H. II.Jr: 

White: 

Taylor: 

Bell: 

Lochhead: 

H. N. Jr l 

Taylor: 

H.li. Jr: 

Bell: 

Locbhead: 

-9-

At your press conference, aDd at various other 
times when we have been asked questions about it, 
wb7, you have made the stete~ent that, inas•uch 
as this tirst action was done in agreement with 
and in consultation with the Board ot Governors 
ot the Federal Reserve System, that any alteration 
would also be done ••• • •• 

Did you say •in agreement• ? Was it •agreement• or 
Just ~onsultation•? 

• consultation," but the "agreement• was very much­
the •agreement" part was not only given to the 
public but also in conversa tions . 

A~ter I think it ell over, you might say, "Why tuss 
with a hundred mil lion to upset the thing? It 
isn't - it ' s Just a stab. It you're going to 
reall y change it •••. . .•• " 

Well , a hundred million i s o hundred million. 

A hundred is a hundred million, but • • • • 

It ' s Jus t an indication that you do have flexibility. 

l ' d rather have- I •ean r at her than to tie up on 
tl'te hundred million that t hat i s the only thing you 
can use and then you • d. say that's the only thing -
I'd rather say, •If we deci de it is necessary, we'll 
let out so~e gold, or, on the other hand, probably 
cease sterilizing.• 

No. 

"Take appropriate action with respect to net 
additional acquisitions.• 

What I would suggest is this: that we all or us 
think about 1t aDd then take it up again on June 8, 
see? 

I'd like to aee so•e sche~e worked out whereby the 
Federal Reserve Board could write the Treasury a 
letter and ask them t o put it i n . 

Well, they would probably write the letter on the 
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180, but I don 1 t want them to get down to calling 

tor a particular emount , 

'!bat's right, and then you tie it up to that one 

point, and what you going to do in the future? 

That ' s a direct violation of the statement that the 

Secretary, when he deems it in the public i nterest, 

shall take such acti on, Why should he wait tor them 

to ask? 

I agree with Harry . 

I don' t think you need a~ letters, but you should 

follow the plan of consulting them. 

Yes, •consultation.• 

I r I did it again, I 'd have Eccles here. 

Oh yes, that ' s the only way you do it . 

No one' s on the other side; I th1nk there is agree­

ment that you should do that. 

I 1d have Eccles here again. Now let me just talk. 

This is a good memorandum, a good job; I'm pleased, 

Wayne . 

Well, it was •.. (points to White) Some arguments . 

But I directed the criticisms to you, so I also 

direct the compliments to you, and you can split 

t bel!l wherever you want to, 

Now let me just say this a minute. In talking to 

George Davison yeste.rday, of t he Central Hanover, I 

sounded b1m out on this question of three months 

bills, and be is crazy about them. I said, "Well, 

do you t hink the Federal Reserve would have to make 

some agreement to b~ them?" Be says , "You don' t 

have to b~ three 111ontbs bills . • He aays, •There 

will be a market for them - after you've had them 

two or three weeks, be used to them, always be 

a market . We don ' t naed the Federal Reserve . We ' ll 

agree to bUT a~thing.• 
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So I said, "Well, am I right in thinking if I got 

out a six months that the six months would sell 

almost the same as the nine?" He said it would. 

"But you can continue to sell nine," be says, 

"they ' ll go." And then I said, "If sose time we 

had too much money, we ' d temporarily stop selling 

nine." He said, "0h, that would be marvelous; have 

a wonderful effect." "But right now," he said, 

"you can get out a three months bill - would help 

tremendously, because tha t would give us what we 

need in flexibility as between New York and the 

rest of the country, and we need it very badly." 

He said it would be received extremely well. 

Now, I got Rentschler coming for supper toni ght 

and I•m going to ask him the same thing on t hat. 

I want t o give you (Bell) the some thought; if we 

started in, we could add right away 600 million 

dollars, and the r eason I want to tell it to you 

is so t ha t you can t hink about it over the weekend. 

Now, you only counted on selling - between t he f irst 

of July and the first of September, you only counted 

on three hundred, see? So that there is an extra 

three hundred. 

250, as I recall, not t hree. 

Yes, 250, so there i s 350 more than you count on; 

so if we don't want to sell so much in June, we don't 

have t o sell so much. 

That ' s right, you could cut it down to f ive hundred. 

If I IYanted to • 
\ 

Yes, sir . 

On the other hand - I mean if we could get away with 

it I •d like that extra 350 t o make me feel comfortable. 

But I mean 1f the thing doesn 1 t look r igbt and the boys 

don't talk right.... Now, I t alked to - were you 

(Bell) in the room when we t alked to Burgess? 

On.ce . 

Well, that ' s the only time I t alked. Well, Burges• 

is t alking in terms of a f i ve- year note. Be said, 
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•Don't let these fellows frighten you.• Isn't 
tbat what be said? 

Ub-bub. 

What? It ' s ten; let me talk to Burgess again. 

(On pbone) Dr. Burgess, N.Y. 

And Burgess and Young of Boston - Young is very 
bullish. He wants us to sell at least 300 million 
dollars worth of bonds . 

Nuts~ 

.. 

Well , he talked a 21-year. Jeff Cooli dge was in 
yesterday and said, •You got nothing to worry about. • 

Well, 300 million dollars in bonds wouldn ' t be a 
very good issue. 

Pick up a good issue. Well, I'm just telling you. 

Hello (On phone; conversation with Burgess follows:) 
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Hello 

Dr. Burgess. 

Hello - hello 

Helld, sir. 

Kay 27, 1937. 
9:57 a.m. 

Go ahead. 

How is the tonsil- less man? 

Wbat•s that? 

How is the tonsil-l&al man? 

(Laughs) I got working tonsils . 

You ' ve got working tonsils. 

I•ve got plenty of tonsils still left, 

Yes, well what do you know to-day? 
.. 

Well I don' t know much. The market i sn' t doing 
anything at all to-day. 

I haven' t seen it. 

Ah - I ' • - I •ve got a question mark on m1 desk 
about a 5-year note but I'm still - I haven't 
given it up yet. 

You have not given it up. 

Hot yet, no, although I may bave to. (Laughs) . 

Well -
I don' t get encouragement from anybOdy much. 

136 

What? 
I don•t get encouraceaent from much of anybody. 

Of course, we could go back you know - make it 
four years and 9 months if they don• t like five 

years. 
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Yes. Well, that ' d be about the saae thing, I think. 

No, lot of these fellows - they can' t think in 
terms of five years. They might •• • 

That ' s right, yes. 

• •• they might think in terms of four years • •• 

Yes 

••• and nine ~onths. 

Well, I think it may look a lot different a week from 
today. 

Yes, they're going to have a three-day holiday . 

That'll help them. That1ll improve their digestion 
a bit . 

What? 

That ' ll improve their digestion. 

Uh-huh. 

That always helps the market. 

Nothing will happen much the rest of the week, will it? 

I don't think so; I think it 1ll be very quiet. You 
notice the stock exchange - t hey voted a holi day for 
Saturday. 

I noticed that. 

Good idea. 

Yes. Well- ah- then I guess we•ll let everything 
slide now till next week? 

I think that ' s the way to do it, yes. I'm keepinc on 
talking to fellows, getting all the ideas I can. 

Uh-huh. 
But I think there ' s nothing to do before next week. 
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But you're still hanging on to five years . 

Well , I'm trying to. 

Oh-buh. What - one and three-quarters? 

'i es . 

Ob-huh. 

138 

I wouldn't do it for more than half the amount, though. 

Ub-huh. Well, things -.y look better or worse next 
week, we don't know. 

No, I think they ' ll look better, but no - nobody 
lmows. 

All right. Goodbye. 

Goodbye. 
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So that's that. That•s all right. ~hey 'll always 

go backwards. If you can talk five years and slip 

back - as I see it, I•ve been talking five years; 

keep talking five years. 

Oo ahead, have some fun out of it. 

Ne have done more difficult things than that. But -

I mean %t m not going to •bull" it, you know. 

Well, there's no serious problem, God knows. But 

the one th1ng that I think would be good for the 

market is to give it exactly what it wants this 

time, a nd then have this accumulation of funds , 

which are going to be quite heavy this year, going 

to beco~e somewhat more impressive than they are at 

the pres ent ti.me - have them go into the outstanding 

market, which is where they ' ll go, so that all your 

funds which might have gone into a new bond goes 

right into the market; then your September show is 

a ci.nch, all other things being equal. The difference 

between being able to sell JOO million bonds and having 

that buying power going into the market will be a 

very important one. It isn1 t a s if you had a big Job 

to do again. 

You know, we got a funny thing here in September, which 

I notice; my boat gets back to San Francisco on 

September 2, Just looking this thing up. Have you 

(Bell) looked this up? 

No, I know about when you sai d. 

And Labor Day is the sixth, •nich is a Vonday. I 

figured you'd ,ant to do 1t on about 11 Wednesday and 

a Thursday . The 15th of September is the following 

Wednesday. 1\'h,y couldn' t we do our financing - you 

told me we have done it before on a Wednesday or 

Thursday . 

Oh sure, we could do it. 

I mean you certainly wouldn't do it on Tuesday the 

seventh, the day after Labor Day, because they ' ll 

close down again, do just what they ' re doing now, 

and you'll have a three-day holiday. So we'd all 

be back here on the seventh, take a look at the 

markat, most likely announce 1t Thursday the ninth. 
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You can do it that way. We ' d have to get all of our 
materi al out here Tuesday night . 

But wouldn't you most likely do it on Thursday? I 
mean whether I came back or not, if I was in the 
country, it wouldn't make a bit of difference; you 
wouldn't announce your plans on llonday. 

No, you•d announce it on Tuesday if you ' re going over 
the holiday . 

But we wouldn't take the chance of doing it over a 
three-day holiday. I wouldn't. 

If you' re going over the holiday, then Thursday is 
the day. 

I mean I wouldn ' t want to price it on Friday the 
third any mor e than I'd want to price it this 
Friday for the following Tuesday . I mean I •m just 
arguing if- if anybody thinks I 'm wrong •• •• • 
And I think you ought to sell it on the ninth, that 
it will be plenty of time . If you raise enough money 
in June and go ahead with your Treasury bills, you 
can cut out your cash financing almost in September. 

Oughtn't to need any cash. 

Just have a refund. 

That's right, because you'll be raising more money 
with bills right after the September financing . 

I hadn't thought of that; be just a turnover. 

llight do that very well. 

But I mean my being her e or not - it looks to me aa 
though the logical day would be Thursday. Have they 
in days gone by priced the thing ahead of a three-day 
holiday , then come out on a Tuesday? 

I don't know; I ' d have to look back and see. But they 
don't always declare a market holiday before. 

Yes, but you take, tor instance, right now the aa.rket 

is dead . 
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They started in this morning with very little doing; 
and there ' s no interest in tbe stock market. 

Now, you try to price the thing today for next Tuesday; 
I wouldn' t want to do it. I mean if you men think I'm 
wrong 1• 11 change my whole plans, but I don•t think 
I •m wrong. 
The only thing i s tha t we' r e getting close to the time, 
that ' s all; that ' s the bi& item. 

You mean that - I mean it would give us a day after 
Labor Day to size up the urket, then you shoot the 
works . 
No, I'm not thinki ng of shooting the works; I'• think­
ing on the other end - six days in whi ch to refund 
and get all of your paper work done, parti cularly 1f 
you have a cash offering . 

But supposing it ' s just a refund . 

Then that simplifies it. 

Well, you see, all these people - they're already 
talking now about - "Look a t September, 11 hundred 
million dollars. " 'Nell, 1f we can get a hundred 
million dollars in the bill market , then we won ' t 
have to rai se any new money. 

Parti cularly i f you get your bills and a hundred 
mill1on gold. 

See bow I'm thinking? 

It•s all right. 
That would be a good thing - mi ght be suggested ahead 
of time somewhere along •••••• • 

Well, you got t his bill program, which is - can -
let's say, starts after t he 15th of June, i f you want 
to go into it. That will be before you have gone. 
It ought to be going alone in ni ce shape there . It'• 
Just crying to be done. 
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Well, I think, Dan, I would start the bill thing on 
the first of July , which is a Thursday. 

That ' s all right . 

No, I mean I ' d start it on Uonday, June 28; Monday, 
June 28 . 

You want to . . ..• 

I mean we'd sell on Monday, June 28. l uh? 

What is Wednesday, the next Wednesday? July l? 

No, the next ~ednesday is June JO. ~e don't sell on ••• 

Yes , Wednesday is the day or payment. 

It would be June JO. 

That's right . It would be either June JO or July 7. 

Vlhat? 
Either June JO or July 7. But Wednesday • s the payment 
date. 

Yy thought was to star t June 28, Monday. 

You announce them Thursday. 

Yes, go out Thursd.ay night. 'fhe bid goes out here 
on Friday, June 25, the bi ds are opened on June 28, 
and the payment is made on June JO. The next would 
be July 7 - payment date . 

Well , I don ' t think I'd want to ••. • . 

In case you ' d announce it on the second, bids open 
the fourth . 
I thought I ' d start it right the 28th, because we ' d 
k.now a little bit better about our balances - or my 
thought was to start it either the 21st or June or 
the 28th, both of them Mondays. 

Well, right a.fter your June financing is out or the way, 
why then you go i nto your bill progr8JI, and 1t

1
s going 

to have a pretty good - very material effect on what 
your September program will be. 
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Sure; well , that ' s wb7 I don' t want to wait too long . 

I wouldn't . I 1d do it as soon as I c ould after the 
June financing. 

You see, the 15th is a Tuesday - l6 - 17 - 18th is a 
Friday - Saturday. By that t ime all of that - that's 
the week that the r eadjustment of balances will take 
place . Announce it June 21 and those fellows don' t 
pay until June 23 . 

That ' s right . 
They pay on June 23, and by that - and you•re - you're 
out of that bad week. 

Yes. 
The income taxes will be pretty well 1n by that time. 
Of course , i f we have large balances, you can allow 
this to be paid by credit. 

And - but I •d still keep my nine months . 

Plus the three. 

Ob yes. Do them both. 

Yes. Your nine months is nothing more than a retund . 

But you see, I ' m not doing wbat Harrison suggested, 
cut my nine to six. 

I don ' t care very much one way or tbe otber. 

But tbese fellows say I can get a nine months bill 
for practically the same as six. 

I t hink so, because if you get it down to six, you 
get the same people bidding and you get - I don ' t 
think there would be five points' di fference by the 
time you put out two issues . 

As you ~cnow, I' ve been t alking for a long time nbout 
tbe total volume of bills; as long as you get the 
volume out there and the r ight maturities, I thllllt the 
three months 1s unquestionablY the right thins · I 
think you get very nice answer s out of that. 
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'Nellf I 'm going to try that on Rentschler tonight, 
and consider him one of the ablest. I•ve seen 
some smart boys this week. I •ve seen Potter . I ' ve 
seen Davison; he was a l ittle combative yesterday; 
he ' s seen too much of George Harrison. I mean I've 
seen about three as able bankers as there are, I think. 
And next week I 1m going to see Gove.rnor Schaller, 
and Fred Ecker ' s coming in. 

Who ' s he? 

Chairman of the Metropolitan Life. 

The nine months bill should be popular because there 
are not enough bankers • accept.ances to go around; the 
volume of bankers• acceptances is very small now. 

I think if we could fool these boys and Just have 
a refund in September - and then if they want any­
thing, they've just got to go in the Government bond 
market and buy; and I think we•l l see a very nice 
situation. 

Best thing you could possibly do is to have them go 
in the market, and I think you can work it around so 
that i t will happen t hat way. 

Now, one of these people su.r prised me by saying theY 
thought that all indications were that private con­
cerns would again be borrowing money at Ji percent; 
said that , contrary to what everybody said, he said 
that good concerns will again be able to borrow long­
term money at J! percent. He used as an example-
I d on't know private bonds -Texas corporation, some 
other ones . He spoke of them as Texas - I suppose 
they ' re Texas . They were gradually working their 
way back on a three and a half percent basis. Well, 
1f they can refund on three and a half, why , that 
isn't bad, is it, Wayne? 

(Nods no) 

Well, I'm beginning to feel kind of easy now. Now, 
the next thing you fellows are going to do is give me 
a list of the various things we can do in connection 
with handling gold - hot money - hot potatoes. Is 
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t hat right? When we going to get that? 

You asked for i t f or Tuesday . 

l(es , sir; going to get it? 

You' ll get it on Tuesday . 

And i t will be j ust as snappy as this? 

No , he can't crowd that all i n . 

Tuesday I'm get t i ng housing; I'll give you till 
VI ednesday • 

Then I can ask you some questi ons. 

• 
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When? Going to ask me some questions? Swell . I ' ll 
give you till Wednesday, because I 1 m doing housing 
Sunday afternoon, !.!onday afternoon, Tuesday at three 
o 'clock Senator Wagner , and by that tillle I 111 be in 
such bad humor that you get wha t ' s left for 'Nednesday. 

Do you know 14onday 1 s a holiday? 

I know; I'm working Sunday and Monday . 

I was just - that• s why I asked . 

But none or you are in that group; Mac ' s t aking it. 
I think when Wagner i s · here - would you (Bell) like 
to sit in on that ? 

(tlods yes) I Ill go over it before then. 

Don't you t hink you'd like to? 

!ly man is sitting in on most of the stuff, I'll get 
a picture from him. 
No, I•m not asking you boys. You (Taylor) going down 

to Yorktown? 

No, I'm staying right here. 

So am I , unfortunately. All right? 

I'm all right. 
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There is Just this (another aemo) , I don't know 
whether 70U wanted to look at it now. 
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I was planning quite a lot of night work over this . 

I •d like to talk to 70u (Bell) Just a second. 
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;.lcliugn s~oys tnat copy of tnis convcrsution 
wt5 turneu ove r t o ~iss ~cGuire . o/lJ/>7 mes 147 
. 

I 

Joseph B. 
l<eenan: 

Ollpl\!lnt: 

K: 

o: 

0 : 

1( : 

0 : 

K: 

0 : 

1( : 

0 : 

K: 

0 : 

i.( : 

0 : 

K: 

0 : 

K: 

I called up last night 

Yes . Again? 

llay 27, 1937 
10:53 A. ll. 

Evans . 

And I just got a call from nim now. 

Yes . 
hOd he told me confidenti ally that he went - he went 
confidentially to !:.vans and got Ev- - to 'llilkinson 
and got 'ililkinson, of his own motion, to put the 
whole thing over indefinitely . 

Indef1n1 tely? 

Yes 
Yes . Vlhat does tha t mean, you suppose? 

Nell, I t hink' it may blow - the whole thing might -
may blow over now without any nearing . 

All right, Joe. Vlny ••••• 

I thought you ' d like t o hear that. 

Yes, I was wa iting to hear that so we'd know what the 
plans for Graves and so forth were. 

Yes 
Now, Waguire is over with- ah - ~orrie and t hey ' re 
going over that whole picture . 

\'/ell, it •.won' t do any narm now to go over the picture. 

VI ell, I do - now, Joe -

Yes 
Uon't - don ' t mind my saying this , but God almighty, 
somebody in your shop has got to really acquaint them-
selves with the details now. 

Well , that's what they ' re doing right now. 
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rVhat? 

Yes, that's- he 's the man to do it . 

Will you do tha t, Joe? 

Yes 

And I think Maguire ' s good stuff . 

148 

Yes, well he ' s t he - he ' s all r~gbt. But the main 
thing is t ha t we go t th.is thing - I don't t hink there 
ever will be a hearing out there now . 

Yes . Well now , Joe, you r emember what I said to the 
A.G. 

Yes 

Tha t it was enough,to clean this t hing up if - if ten 
days and nothing - something else was going to brenk 
up - break -

Yes 

Break now - I 1 l l .•••. 

1/ell, I tell you, here ' s the r eacti on we 1ll get. or 
course, Igoe will Anow now tha t t he case is not going 
to b e neard Fr iday . 

Yes 
And ne - he ' ll ether be sensible about it or he ' ll 
storm around . 

Yes 
And if he storms - s t arts t o storm around, he's going 
t o storm into us . 

Yes 
That ' s- it ' s inevitable, and of course the burden' s 
going to be on me when we get through, because I ~ok 
this action of =Y own accord • • •• • 

Yes 
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. .. • as you know . 

~es , I know you did . All right, J oe . 

But I think that ' s t he proper thing to do. We can' t 
be hurri ed into it . 

No 

And if this big thing itself wil l blow over • •• •• 

Right. 

••• i~ 1 s a good thing to save the good name of all the 
departments and s top the foolishness . 

hll right . 

All right . 

Much obliged, Joe . 

Hello . 

Hello. 

****** 

I Just want to talK into this record 8 minute. 

AU right. 

This is a conversation between ~r . Oliphant nnd Mr. 
Keenan, and 8 copy of this conversation is for Yr . 
Oliphant . 10 : 55· 
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,. TREASURY DEPARTMENT 

INTU OI'P'IC. COMMUNICATION 

TO SeoretarJ' ~-
,_ .... Tqlor 

,.,, 
1. The procn.a ot •hrilbatice b&a bHD ca.rried out. 

(a) Prca Deo..., .... 23, 1936, to W.:r <1:71 193'7: 

Qold &dded to 0111' -ta:r:r lrtooJt, ebout f732,000 1000 
Ool.d placed ill t.be ID&ctin J.coOIIIlt ebout 7)010001000 

(b) h ...W.tice to tu $730,000,000 ,ol.d placed ill the. 
luetin J.ooouat, tM col.4 ill the eorldq b&l&Dce, 
ebout tl30 llill1ce, waa tro ... , i.e., waa DOt to be ued. 

2. Jloditicatice ot the procraa waa uraed b7 the DirlaiOD ot Reaearob 
(and b7 .... otbera ill the Treaaur;r) CD two occaaiODa1 but 110 
•bu&e ... t1Aall.:r ....s.. 

(a) ...._ the pollc:r waa beiq t~ted. 

(b) .._ illteretrt .... t•• ,..... rl.aiq. 

3. !be procraa ae fiMllT tormll.ated wao delialled to ....,... tbe etteot 
ot &dditicoa ot col.4 either troa ebroad or at b ... troa tb& deoiliCDa 
tb& Feda....l Re.....,. Board would b&n to ulte. 

4. It ia not 110111 apd BeYer wae, daoialled opeoltioall:r to IMUtl'aliH 
all the etteota ota 

(a) Treanr:r ti~ oparatiCDa; 

(11) Ool.d parob&Ma. 

/ 
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.... \aT arpatua. D/ rtt/ rtt - a. 

D. If tu pollq lid bMa to _,1'&11 .. floe&~ n•-.1 opentlau, 
11114 1011 a~•1t1ou, tiM 'fnuvT ellolall un plaoe& 
tee,OOO,OOO (appn:dakl.J'I !!Elia •u Iunln .a.•••'• u 
toUow•1 

.. d~&eUoa la fl'e&•IU'f Ml•u•• 1a --.. 
hteral .. _ ... b-el ·-.. 
~ .. ~• ~T •••• •••••• • ••••••••••• ••••••• 1111,000,000 

Bol'l'Oftq ~ fl'e&eiU'f --d ·-·· ~ .. ~" ••••••••••••••• ••••••••••• • ••• 150, 000, 000 

••' lao.n&M ill reaerna at.oa.' ••••• ••••••• I M,ooo.ooo 
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In reply refer to 
n: 893.5111/1232 

DEPARTMENT OF STATE 

WASHINGTON 

llay 27. 1937 
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The Secretary of State preeente hie compliment• to 

the Honorable the Secr etary of the Treaeury and encloeee 

tor hie infol'lll&tion a copy of telegram No . 219 ot May 26, 

11 a.m., trom the American Elllbaeey at Nanking, in rep.rd 

to a report trca the sllllli-otticial Central lien .&genc:r 

at Shanghai under date Kay 211 to the effect that Dr. R. R. 

KUng, Ohineee Kinister of Finance, plane to "co~ter with 

the American authoritie e regarding the Sino-American 

lilver agreell8nt" during hie propoeed Tisit to the tlllited 

Statee 1n June of this :rear. 

Enoloeure : 
J'l'om Blllbaee:r Nanking 
lfo. 219, May 26, 11 a.a. 
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Secretary of St~te, 

Washington. 

219 . ~ay 26, ll a .m. 

Nanki ng via N R 

Dated May 26~ 1937 

Rec ' d 8 :45 a .;n . 

153 

S~-official Central Neua Agency Shanghai, May 25, 

reports that Kung telephoned from London to the two V1co 

M1nist cr3 o:f Finance, ~lay 24, and stated among other things 

~hat d~'inG ilis projected visit to tho Unit ed States late 

1n Juno llo would "avail himse lf of the opportunity to 

confer ·.11th tho American authorities regarding tho Sino­

American silver agreement". 

Sent t~ tho Department; by mail t o Peiping and 

Shanghai . 

' 

.. . 
\ . 

, . .... ....,.. 
,ll • . ....,., . 
... ~ 

.. #' 0 
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KAg111 and I saw the Prel1dent at 11:15 today and we w1re 
with b11D for an hour and a half. 'l'h11 11 what we d1lou11ed 
rtth h11D. 
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Oper a tor: 

ti .M.Jr: 
Joseph P . 
Kennedy : 

B. M.Jr: 

K: 

li . ll.Jr: 

K: 

B.M. Jr: 

K: 

li . 1.1.Jr a 

K: 

li . !l.Jr: 

K: 

B. ll.Jr: 

:{: 

B. ll.Jr: 

K: 

H. M.Jr: 

K: 

H.Y.Jr: 

K: 

Bello . 

1.t r • Kennedy • 

Bello. 

Go ahead . 

ll.ay 27, 1937 
2:57 P.lol. 
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Don't you pay any attention to your social life? 

Do I? 

Xes. 

I haven't today . 

(Laughs) Xou wer e going to call Me up. 

Wbat ? 

• 

Xou were going to call me up end tell me whet nigbt 
you were going to come out to the house . 

Xes . I - I know I was . 

And you forgot it, I suppose. 

No, I did not. 

Didn't you? 
No, because it ' s a nice invitation, and here's wbat 
my situation 1s. 

Yes . 
lly ll.rs. tells Me she • s going up to New Xorll: to get 
the country bouse ready ••••• 

Oh yes • 

• •• on either the fir st or tile second. 

Xes . 
Tile following week I - l et ' s see, where am I? All -

bello? 

Xes. 
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What ltd l ike to do, it it was agreeable t 
7ou, would be the week of the 14th - that's 
the week trom the 14th to 15th. 

Swell. 

Now - ah - let's just see. 

Well wait till she goes back because I don't 
haTe to ••••••••• 

She isn't coming back. 

She what? 

164 

She' s not coming back - that's just the point. 

She' s not coming back at all. 

Bot - ah - for the summer, I mean - she's getting 
r eady to go , 

Ob and she ••••••• 

And I •ll be here alone. 

Oh well that ••••••• 

1•11 be here alone beginning with the week or 
the 14th. 

Oh well then all right. 

An7 night that 7ou'd l ike me that week. 

Well that •s ver7 good. 1'11 get 70U a girl. 

Ah (laughs) no . I ' ll tell 70u what I 1d like to 
do it you don ' t reel it' s a wasted evening. 

Yes sir . 

l td like to spend it with you alone. 

Al.l right, llr. Morgenthau, 70u and I will have 
dinner and we'll look at the - ab ••••••• 

1'11 tell 70U right now. Do 7ou want to make 
' it the 15tht 
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a .ll.Jr: 
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H.K.Jr: 
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B.M.Jr: 
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H. ll.Jr: 
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Yes. 

What? 

Malee it any night you like. 

Well let•s make it the 15th •••••• 

Jesus, I never knew I was so social before where 
I made dates three weeks ahead. Wait till I put 
that down. · 

And if you want to break it or if somethl.ng comes ••••• 

The hell - I don•t have anything to do. 

Well I' 11 be - I ' 11 be all alone then. EJ.inor • s 
going aw41 either Monday or Tuesday and then - the 
other thing - well I'll give you my whole story. 

Yes . 

Then I'm - my son, Bob, graduates on the 8th and 
the 9th and so that kills that week. 

Certa1nly,well this is fine, Henry. We'll - we•ll 
do t hat and then after that when your wife is away 
why then we can spend some cool evenings out there. 

But if you ' ll have me on the night of the 15th alone 
and don't feel it's wasted I ' d be more than pleased. 

It•s a pleasure my boy. How is the battle of the 
century going? 

Oh I•m all out of breath. 

(Laughs) What the hell have you been doingV 
Did you see the boss to-day? 

Yes. 

Is he feeling an,y better than he was yester day? 
I was over there yesterday and •• •• • • 

He r a too good. 

I s be really? 
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s . Y.Jr: 
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H. rA .Jr: 

K: 

B. II .J r: 
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B.II.J r: 
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H. loi .Jr: 
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B.U.Jr: 
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B.Y.Jr: 

K: 

B.Y.Jr : 

K: 

R,II,Jr: 

X: 

1CS 
- 4-

(L4ughs) He ' s all full o! ideas again. 

Hol:y Jesus, I thought he ' d be sick to-da:y and 
it would be too hot. 

Io (laughs) he's going a .tle a ainute and he ' s 
Just - he Just put me through the ke:yhol• . 

Well you - :you1ve given hi• a lot o! ideas to 
raise hell with,. 

Yes, I lmow. 

You ' ll be sorry boy ~ter he gives the market 
another kick 1n the What' s is tomorrow •••••••• 

I know • 

••• ••• and you' ll be gaping again • • • • •• • •• • 

Yes, I know. 

• • ••••• wondering what t he hell ' s the matter with 
your bond market. 

I know - you don•t tell me. 

Yes . 

And he knows it too . 

Yes, well he doesn't care because he loves t his 
idea o! catching all these bastards that have 
been ste~ing out on taxes . 

But- ah • •.. . . 

Well how is the market to-day? Is 1t as lous:y 
as usual? 

The bond IUU'ket was a tritle better. 

Yes, well that ' s all you're interested in. 

And-

How waa the stock .arket'l 

Up a hal! ot point, that ia, industrials. 

Yes. 
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H. M.Jr: 
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Railroads - off 37 . 

Yes . 

Utilities up . 02 . 

Yes. 

And commodities - ah - up . 41. 

Yes. 

.. 

Price for si1ver 45¢ - to you • 

(Laughs) Yes, aucb as I want to buy. 
right, Henry. 
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All 

Ab - no, tha t ' s - I aean, as I say, next week 
bleanor leaves •••• 

Yes, well, that 1 s •.• • •• 

And I'm going up to see Bob graduate for two days. 
But if you still want me, I 'm •• •••• 

Oh swell, that ' s great, Henry . We'll ta1k about it. 

What picture will you show me? 

That'll be lovely. What? 

What picture will you show me? Wel1, we don' t know. 

Well , we•l1 see what ' s good then. 

O. K. 

All right, boy. 

Tbank you. 

Goodbye, .Henry . 
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11. • . Jr: 

F: 
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! .. l.I.Jr: 

Hello , Herber t . 

Hello , Henry? 

Yes . 

Ma7 27 , 1!137 
3: 05 p .m. 
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We have a quest ion or the represent ation of Amer i­
can holders of Hungarian ..•••••• 

A little louder. 

•.•••.. American hol eere - we have t he quest ion 
of representat ion -

- of American holoers of Hungarian defaulted bonds 
i n a meeting t ha t is t o take place in London. 

Monday? 

In London. 

Oh . 

Next week . It al so ties up 1nth the fact t hat the 
Amer ican Government has an interest i n the s itua­
t ion . 

How come? 

We have a million 800 t housand or relief bonds which 
cay very well r ank ahead of some of the private 
loans t hat e r e to be discussed . 

Yes . 

We suspended our pr iority in order to permit 
HUngary to i ssue t he one bi g l eague loan. Now, 
we ' re worked out a possible pl an bY whi ch Butter­
wort h might be able to serve . 

Yes . 
The Secret ary asked me if I woul d please discuss it 
with you. I t woul d teke rive or ten minutes t o ex­
pl ain and I t hi nk i f you could f i Dd the time t o let 
me come over, it woul d eave your time. 

I see. Bow about 3 : 30? 
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H.M.Jr: 

F: 
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I ' ll be there at 3:30. 

All right - thank rou. 

All right - thank rou, Heney. 
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l!. ll. Jr : 

Operator : 

l! . iJ . Jr: 
uovernor 
Schaller : 

1!.1.1. Jr: 

S: 

a. J.Jr : 

S: 

a . :J. Jr : 

S: 

a.M. Jr: 

S: 

a . :I .Jr: 

S: 

I! . JJ .Jr: 

S: 

a . li .Jr: 

S: 

I!. W. Jr: 

S: 

Hello? 

Governor Schaller . Go ahead . 

Hello? 

Hello, Ur. Secretary . 

Hoff are you? 

Pretty well, thank you. 

!lay 27, 1937 
) : 20 p.m. 

r-- · 
t7o 

nell, how is Chicago on our Governoent financing? 

;;ell, I ' ve canvassed the whole situation again. 
There isn't very much cnange from what I ~ported 
to you a week ago. 

I see . 

They ' re most all of them centered on about a­
well , they ' d like a )-year, about 1-5/Ss . I think 
that m.ight go up to 5 years . 

I see . 

No one, Kr. Secretary , t hinks that we should put 
out any bonds. 

Ab-ha . 

Excepting - well, there ' s Just one s=aller bank 
probably might , but they feel that it's very - it 
will be very e ssential t o make a success of it -

ho-ha . 

- and that rather than t ake any cnances on it -

Ah-ha . 

- it would be well to stay within the 5 years at 
least and better to stay nth ) years. 

I see. 

Of course, in the smaller banks, there is possibly 

-----·--

' I 
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a seasonal decline i n deposits - that keeps t hem 
out of it . 

Yes . 

And t he l ar ger banks, t hey - they want the short­
term . 

Ah-ha . 

So I don't know i f there is very much more thet I 
can add to tha t , but t here is very little change 
from a week ago . 

I see . 

I - so:e of them mentioned whether or not we would 
permit a aeposit in the war loan account -

Yes . 

'.l.hey thought that rnight be helpful. 

Yes, 11e will. 

Yes . 1hey thought that might help some. 

Now, what I ' d like you t o do. Do you think you 
could give me another ring, say , next - a week 
from today? Next Thursday? 

If you want it, sure . 

I do very much. 

Yes . 

Cive me ~nother check a week from today. 

I'll check a week from today and call you again. 

I f you don ' t mind . 

Yes, sure . I' ll do thot . 

•l'ha t do you hear about business this summer? 

Nhat do I think about it? 

Yes. 
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Well, of course, we 1 ve got several t hings . A large 
part of our district is dependent upon crops end 
crop prospects . Another pert is this l abor trouble 
is throwing a sort of a monkey wrench into the 
machinery a little out here . 

Ah-ha . 

vepending upon what proportions that grows to . 

Yes . 

And those are the things - outsi de of th&t, of course , 
the rising costs , I t nink, nas kind of - especially 
in building and so on - has put a damper in the -
in the vrospects Ne hao a few - six, eight weeks ego . 

Yes . 

I think that ~ind of slo«ed things up . 

You do . 

Yes . I - I think it has . 

Ah-ha . 

As I told you l&st week, if t hore 1 s anything that 
the President can do to .. ara indica ting a drift toward 
a balanced budget, I think it would be very helpful ••• 

Yes. 

I think we •re very critical out here of the - of 
t he - of the relief work. 

Ab-ha . 

Tha t's getting lots of criticism out here. 

It is? 

Yes . 

Ab-ha . 
lf that could be - if that could be quick heeled, -
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S: 

ii . • · Jr: 
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Ah- ha . 

I think it would all go to sort of re-establishment 
of public confidence . 

Ah-ha . Well , now if you could call me a week from 
today, I' d apprecinte it . 

\Vell , I'll - I•U be back . I•m going away fo r a 
couple of day s over llemorial Day but I ' ll be back 
and I' 11 arrange to call you a week f r om todey. 

Tharut you v ery much. 

Yes. All right . 
• 

Gooabye. 
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llD!IJI) IIIIJ) m IIOUUIIr' s omCI - *' a? I 19:r1 - 3:30 P.lto 

~ s.aro\ar)' llorp~>tllau 
llr. hb 
llr. u .... 
llr. lh1te 
Mr. toe"Mf 

llr. Jolo calle4 to 111fON tho SecrotaJ7 that ~otlaUou wero at prMnt 

ln prosrou recar.U.IIC •-o ot r~ct ot tho I!WiprlaA utenwl 4ebt. fbo 

State Depuotact hU b.- JLOi111e4 tod.q that aecouauona wero to t.a placo 

la JQ4apeet aD4 tho .,. .. uoa hU arlee aa t o whether or aot tho lhdte4 ItaiM 

coor1a« lv JIII.D&ar7 to lhdte4 StatH 'lllld.er the tollooriJis claadtlcaUou: 

(1) li!IDbro' loaao to lll>.D,pz7 

(2) Jo1141 tloate4 1a tho Ullite4 stateo to prhate 1n'flotoro b7 !W!«&l'7 

(3) Loon 4uo to tho Ullite4 s tat .. Ooftn~:~eDt lQ- i!lul«o:r'7 

( 4) t oapo 1011111 to lll>.D,pz7 

llr. lola cl&1ae4 that tho~ hU recoYere4tlagr•tcr portion of thoir 

loau h ~ 11114 that certalll Jlllllllllil wno bel~ aa4o on tho~ loan. 

It Dow •••e4 poulbll that U'l'aiiC••t• •lght bo 11&4o tor further JIIIIIIIDil lv 

i!UIIpr7 u4 llr. hlo thOU«ht that tho lhdtl4 statio ohoul4 a reprnontaUn at 

tho cootoreonc• to ooo that tho 111hr•t• ot t ho AlloriC&D boa4hol4erl wero pr~ 

tocte4 , 11114 aho to -a nre that tho lhdte4 Stat• Oo.._ont loan woa14 .,._ 

coln oqlli\Ulo irla""-t• 11 thoratoro aoke4 till s.arotaq•o peratooloa to .u. .. 

patch aliterwortla h-011 tho Lollda ..-.. to ait-.l theeo OOII!er-. 

!he l_.oia7 1111-.4 JD', hio that aa lo!ll u tho liaio Doprtooaat W 

( 4ooipate4 0oc111n11 11114 aliterwort!l tor uo ot tho fi'MIUI7 D.p~~rioloat, ho 414 

110t wtela otila• - ot ila• to h IIM4 111 o-'1• with att-.pto4 oollooi1• 

• 
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-a.. 
ot !orol.p hbh aa th1e would 'CUI4allbte417 l•e• \hell' uefll.lAHe to the 

r r .. WI'7 1n the -etazT ~eote 'Obtch \he freu"GJ"T ta -'•..,..111« to 

promote. 

11r. Jeta acree4, and the ..a4 the Secretary it he thoV«bt the State 

Depart:Det abo~d ed eomeone to att..,d tbeu necotuttone. 

!he Secretary tel t that he abauld not -sreu 8IfT opinion on tilt a oubJec:t 

at th11 would be a quHt1oD ot eettiJI« a pol1ey 111 the collec:t1oD ot war 

dtbh, aD4 he 41d not feel that the $eCrtt&r7 Of the fr...,..,. WU to 1Dternne 

! c tbh wbJect, bae~ Ilia dec:111oD on the a4rlce he ba4 recetn4 frCIII the 

Preo1dent. Secret&r7 VorgeDUsl felt that th1e wu a queet10D tor the State 

DopartnltDt 1tult to decide wtthov.t upect~ the 4ec1o10D to be .-de b7 the 

Troaaury Dep&rtment, 

llr. reto the .a.dtte4 that be wae - ..... or1Dg to !ora a pol1cr, and 

turtber tnt1111ated that be bad bean Wlabh t o obtain a1Q' clear declaration ot 

pol!c;r 111 b1o """ l)epartaant IID4 tor thl e r .... o,. wao .,...,.. amdCIU to ha.,. the 

Secret&r7 of the rr......,. GJII'He u op1e1oD eo ae to help tonNlate a pol1cr. 

!he Secretary aga1D repeated that be 414 Dot feel that the n-...,..., abauld 

tw aq part 111 toratng a pollq on debt eetn .... ta ulllHe he ..... r"'UHted 

t o do t o b7 the Prealdet. 

lD the cov.ree of the CODwereaUOD. llr. Lheeq r.arlted that the State 

Department had collected 3 or 400 tbolaand dollar• frca Greece OD debh whtch 

had oD.lr 'bee poulbh b7 b&'t'iDg repr•eD.tattou aa4e bT the Stah l)epartllltD\ • 

l!e edm1Ued, howe.,.., that the Stah DepartiMD.t bad .-de 110 att.-pt to either 

contact or o'btaln the tr .... UI7'e appro..al before cOUI>ltiJI« with the Greell: 

t111aDc1al athortU•• 
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Jorl 

:Lawrence B. Sel tser, 
J.eailtant Director of 

l!Hearcb and ltetiltlca: 
Bcry C. lflupb;y ancl 
Sicl.De;y 0. fickton . 

llq 27, 1937 

Preparecl bft 

SearetuT llorsentlla• 

llr. Sel her ff/J' 
Su.bJeott Deairabh Vol..,e eD4 111\tu.ritiu o! '1'rea111r7 Bille 

Conclua1oy 

~~ !ollowiac analTeia of each of a n•b•r of factora bearinc 

u;pon the acgepte 't'Ol- of !Ha111r7 bill 111uea tbat aq be pru.. 

dent or deeirable indicatea that an incr•a•e of at leaat $500 111~ 

Hone in Reb 't'Ol'QM could ,..11 be JueUfied, if needed; and coocl 

reaaone exiot tor aubetituttnc 6-110ntha b111e 1n whole or in part 

tor the pruant aertu of 9-IIOiltlla billa; although !illal detono1fla.. 

tion on thte point I&IQ' well await deoiaion bJ the 7edaral &leer.~ 

authoritiea on llr • .lcclaa1 propoaal , which la to be pruented to 

thaa nerl weelc, for the utabUahllent of 7edera1 &learN bl~Jinc 

rateo !or 'l'ra&IUZ7 billa. 

1. ~ 'Benk!y Snt•' • DUGDd !or '1'reaeurz Billa 

Prior to the depreaa1on, coiDoroial banka carried eubatanUal 

quanti tiee of b&lllcera' aeceptanoea and op-JI&ri:et co .. ercial ~ 

tbat could be raaclil7 purcllaoed tro• ancl eold to dealero. Banlr:ero ' 

acoeptanoeo, aor*>ftr, oaulcl be eold at ezq u .. an4 1n 8ZJif quanttv 

to the Jleoern banlr:e at poehd ratu which were chanced !roll ttae to 

tift in accordance with ahnpn& conditione. ln edd1Uon, aMber 

ba.nke held lubotanUIIl aaounh o{ cueto•re ' co-erclal loane which 

could be reclteoounted wi til the 7ederal l!eoerTe bank a. 

!'odq, the a1 tuatton 11 Ter"f draeticall;y cbaJICecl. lith the 

Pederal JleoerN Boarcl tnclu o! 1ll4uatrtal production DOt far below 

1929 lnele, the anrage aonthl7 't'Oluae o! banlcero1 aeoep tanoeo an4 

opeA--.rltet eoaercial paper ouh\fn41n& 1n 19.}6 wao onl;y $530 at~ 

Hone, ae oollp&Mcl with $1 ,96o aillione in 19JO, and $1,62o aillione 

1n 1929 <- fable I ). !U agrepte 't'Ol-. of •other loane• o! all 

ao11ber banlca at the eDcl o! 1936 waa $6 ,172 ailUone, ao c.,_.-.cl witb 

$11,515 ailliona at the eD4 o! 1929. 

!U .. c~~&nse• llan eDOraouel;y lnaraaeed the need of our co_,.._ 

c ial baltkiDC qet- for a eboM-hra reacl117 aari<etal>le iaTeetMat. 

!l'?eaollr"f billa are aow oruppl;yiJI& thie need in iaportant -eur• for 

In York eD4 a few otller 'lwllte. JriUab 'l'raulU"'f bill• are parlo,_ 

tac a a....,.ral>1e eerTiae in thAI bcliab ao~~q ....Ut. llr. Shlalb of 

the Ir'Yin& 'l'ruet Coa.;>UT and llr. 11441e o! the Banl<ere 'l'rue\ Co~ 

ban u:preaeed the opinion thet tiM w1-. o! our 'fraaMUT billa 

ebo'll14 11a taonaeed to further _, t hia buklne need; aD4 \hie op11>-

1on baa ltlcniae been elq)reued bJ llr . .lcclea. 
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II. Mr. lcclu1 J'rgpoul 

tn order to elllarge the iJI!PortiUlt beJlldDC tunotion now eernd 
by Trea8\U7 billa, Mr, :lcclea intor"liU>cl - that he intende to propoae 
next ••elc to the :Board of OoYernore of the J'ederal :a .. ern STet•, 
the preeidenta of the J'ederal ReurTe banlce, end the Op8Doo¥arlret 
Cod ttee, that the J'ederal :a .. en• banlra eetabliell publlelled 'bll:r11IC 
rates tor !l'reaauz'7 billa, Jwot aa thq now do for banker•' accept.,.cu. 
J.t tlleee 'bi!Ti~~g rates, the :J'ederal :a .. ene banlra would hold th­
oalTes rea4y to purchase UDliaited quantitlee of freaaur.r billa, 

!!he 'bi!TiDC rates would be different tor billa lla.TiD& 6 to 9 110ntlle 
to run bet ore ~~&turl tT than tor thoee lla.Ti~~& 3 to 6 110nthe, .,.d tlleee 
in turn •ould be leu than tor tlloee llaTiDC leu than 3 110ntha to run. 
'rile ratae lfOuld be eo find. at leaat Wtial~, aa to prnant ~ 
ecripiiona to freaeur"7 billa for the eole purpoee of reeelll~~g th• to 
the J'ederal ReaerTe banks at an t.aecliate profit, On the other hand. 
the 'bi!Tin.t ratea would not be eo ti:ud aa to ,_,., ••• a eenre penal t7 
upon banlra or others that aall them to the J'ederal Reae:r"Te banka. 
Mr. :lcolea ~eted that at thh time, the ~DC rate for billa lla,.. 
ing 6 to 9 aontha to run oould properl)- be fixed at 3/4 of 1 percent; 
for those llaTiD& 3 to 6 aontlle to run, at 5/S of l llercent; end tor 
those haTiDC leu than 3 aontha to run, at )/S or l/2 of l peroant, 

!he raaulting abllit)< of 1JJ:J;f 'bazlk to turn Ua 'rreaaur.r bllla into 
easll at ...Ul would ll&Ye the effect of great~ increasiag the attrao­
ti nnue of !l'raaeur"7 billa to interior bank• 'llhl.cll now carry ocnllder­
able balance a, Ollticll thq aarn no 1Atereet, ri th correopondenh. 
Another reault of the a4option of thh polio:r would be to 41ainhh the 
prejudice 116ainat 9-aonthe billa, and, for the present , at 8:D;f rnte, 
to rucYe IIUCh of the argu~~ent tor Y..,nthe billa. J. bank could plll'­
cllase a 9-80ntha b1'll nth tar creater aalllll'.,.ce than it haa now that 
this bill oould be liquidated at the cd of 3 .onthe at a tritlinc 
coot, it 811,)'; end nth the pro'bab1l1 t7 that it rill haTe earned a 
lar;:e part, or all, of the h.ll iAtereat for the period 411ri~~& 'llhl.ch 
1t held the bill. !he ..... lfOuld be ailo1lar nth a 6-.ontlla blll. 
In a word. !l'r&&aur.r bllli would beCOM aa liquid aa the .oat liquid of 

e:ld. stlnc beJlld~~g paper. 

J.notller effect of the adoption ef tllia propoaal lfOuld be to ll4lllra 
the J'ederal Reaen•'• 'biiT11IC rate the ceillnc tor the )"lald on freaaur.r 
bllla. So loooc aa the haem bulr• contin•d rea4;r to '"' all billa 
offered at the price• poated, the -at )"lalda oov.ld CO no IL1&Iaer than 
t.ha" poated rataa . It Could be noted, boweTer, that actual edd.Ul .. 
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ot billa to the bol41Dce of the hdeJ'al lleaer,.. 'belike, Wl1eaa o!!aet 

b;y eorrespond1J1! rednetiona i.n other parte of their porl!olloa, woul4 

increase the ...,luae of -bar 'belli< reeerna; and thl.a, of couree , by 

rendarill! the billa 110re attracthe to 'belike , would ted to redDce 

the o!ferillg of billa to the lleaene 'belike • 

. U thl.a tille, of course, the lleaern 'belike would be reluctant to 

create any boportent additions to the ...,luae of -bar 'belli< reaerna. 

On the other band. the sale of lo~~&"-tera OoTemaenta bJ the lleaerTe 

b&Dks to of feet a4dJ. tiona to their bill portfolio coulcl. create ,..2'7 

Ull.fa...,ra])le condi tiona in the 0oTeruaent bond aarket, Jlr, :lcelaa 

contiii!Platea, howeTer, that the lleeene banlca will not no~ be 

eallecl. upon to .U:. any .ubatant1&1 net a4d1 tiona to their portfolio 

of Trea8UJ7 billa by raaeon of their poatecl. ba7ing rates. Bh thoucht 

1a that, uncl.er ordinar;y cireumatanoea, preawre upon aome 'belike JleaDe 

oul;y a ahifUJI! of balancee to other 'belike; encl., hence, the billa pur­

ch&aecl. by the R .. ene beDke fro• inati tutione e:q>er1enc1J1! an ontnow 

of caeh coulcl. be raaolcl. - thouch aal.SO. d1ractl7 - by the lleaarn 

banlca to other 1nat1 tutiona reoeiT1~~& tb1a cash. !hi a 1a a fllllctlon 

now pertoraed 1n part, and M1D17 for 1arce baDlta , by 4Ml.ara; but 

the lleaene banlca, throuch tb1a plan, could acl.cl. nry IIUbatantl&llT to 

the effectiTeneaa of tb1e proeeaa. KoreoTer, the ••re ab1Uty of 

benka to a ell Trea8UJ7 billa to the lleeane benke at eDT tbe, if at 

little or no net penalty, would malta the billa a ldnd of quaai-cuh, 

encl. would pemt -ber banks and others who purohaaecl. the billa to 

ca.int.a.in cch -uer idle cash balances then otbenloe, 

qart fro• tbeae adT&Dte&ee of the plan fro• the atall.llpolnt of 

the noru.l. opera tiona of the bankill! qat•, there can be 11 ttla 

doabt that the plan would creatlT atreJI!tben and make .ore naxl.ble 

the lleaene Byat•'• preeent inatru~~enta of control onr the 110l18Y 

.art<eta. ~~~~ prior to the MI>reeaion, American b&Dke pouuaed oon­

aicl.erable prejudice, baaecl. upon lODC tradition, ap.inat coinc into 

cl.ebt. !he rediaoount rate - the rate at wbioh the recl.eJ'al lleaarn 

benke were willi:a& to diaoount ellcible paper for their -bare -

coulcl. oul;y be affecti T8 when the ••bar banks were forced to borrow. 

Tocl.lcy, aa a reiiUl t of the bankl:a& criah of 1933, .Peri can baDl<a 

are 110re tbau ner prejndiead aco.inat borrowi:a&• Bence, \be recl.en.l 

lleaene 117at•' • power to raiae or lower diaconnt ratee 1a .a1nl7 of 

potential rather then aetual i.J6)ortance. Their pruent practice of 

eatabllahi:a& and oha:a&!llg poated rates for the 'bu71JI! of beU>ara1 

billa h eneJr.coua to the t;rpe of control exerciaecl. b;r the lleak of 

Xll&land, b'O.t 1h e!!ecUTCua 1n tb1e oolllltJT 1a at pre .. t a..,erelT 

u.tted by the aoarolt;y of banl<ara' billa alr-.41 allude4 to. ~ 

eatabli.--t of ~ ratea for !rUIQJ7 bllla woulcl. t110-.l:r 

"''&"ttt the lleaene B:r•t•'• aoope !or thl.a t;rpa of oontrcl, pertio­

ularlT 1t the ...,~ of tr..IIUZ7 bllla ware &4eqaatel7 lulte an4 the 

billa 'tl'8re to.irlT wi4aly d1atrib'O.te4. llllder theaa ooAdi tiona, an 

111creaaa or a.creue 111 the 1loq1nc ratea w•••l4 not OAlT aana DOUce 

of the 3oer4'• llee1re to restrict or -nne• credit e:opanaion, b'O.t 

tb1a cl.aaira ooulcl. 110ra _.117 be treulated 1Jlto a.ctioA haTl:a& theaa 

aft acta. 
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»7 tho ••• takn. the ..-bt tor freaaur"T o'blipUona would 'be 

aade aOM'IIIIat 110re euae~tibla to llaaone Joard poliqr, Incrauea in 

the b~t14 ratee tor freaaur"T 11We, it not too arbiirar71 eould 

otifton interest ratoo on abort-t«Ma !re&SUr.r obligations and on 

!roa1U1'7 obUptlona cn.araJ.lT. !hie power will be tar troa abaolute. 

bowenr. Although the~ rat'" tar !reaaur"T billa would prowido 

a .,.iliA& aboTe .tddl the )'ieldo on fre&siU'J billa eould 1>0t rile, 

thq would not. Wll••• other eonaidoratlono taTOrad. prowido a :n oor 

below 'I!Uc:h II'OCh )'ieldo eould not tell. It aonq aorkot eoll41 tiona 

ora extr•elJ' .as;r, the )'ielda on !raasul'7 billa oould. r-'-n n.bataa­

Ualq below the llo .. rTo ~II& rateo. aut tor oouidarablo padod.e, 

lludl a a1 tuatlon oxiated. w1 th re~~poct to ballk aoeoptaucoa between 

October a>. 1933 aut April 1937. !111 'beyiJI& rata of the lodarel 

llosarTo Balik of ..... Torlc tor 90-dq 'bakaro' accoptaucoo ruainod. 

~ at l/2 of l porceut throuD>.out thh period.. Tot tor 110ro 

thaD three :rears du:riAt:: thia per iod.• the aarkat ratoa oA 90-dq ballkora' 

acc~taAees ranged. troa ouq .13 to ,19 percent. It wao not 1111t1l 

.April of thia :roar that the aorbt r ate c.aua~>t up with the ledaral 

lleaerTe Bank' • 'beyi~~& rata. · 

Oll the whole. I find 1>0 good reaoon for doubtiDct that the 

increased. eontrol OTV the aonq llal'kete that would 'be enJOfed liT 

the ledaral llea.....,. ballks, •are llr. J:cclas' proposal adopted. WOSild. 

'be aA altogether heal tll;r daTolopment. lbile it 1o true that the 

llosorYo STat .. •ov.ld increaoo lh deuo• ot control OTer the aarkot 

for !reasur,r aocuritieo, I d.o not bolioTo that this increased oontrol 

would be at ell doc1a1Te 1n tho oTat ot ~ 11r1ou oonfllct ot 

polle:r 'between tho treasury and. the llouno Board. '!be oxistiD& 

wea;pono in the band.o of both parti11 for sueb a conflict are ot tar 

grea ter basic i~~portanco, ad, tor tho present at 81J7 rate, nor­

aoueJ.:r faTOr the !roarcxr;r. In tact, I beli..,.a that this proposal 

would gin the ll11ono fiTstea far aore power to beuafit tho troasu:r;r 

thaD to banD it. It would poralt the lleoern fiTot ... not ouq to aake 

!reaaury bilh equal to the Tar,- bip11t tn>• ot b•nlc1ng auet, but 

H would aloo por111t the llfotoa better to support the !re&IU1'7 bill 

aarket without Halt in a ..arcenCT• 

J.o prniouelJ' ind.ieatad. to the axtnt that interior ballko ,,._ 

plOfed. balaz>oea ncnr carried 11'1 th corro,.pondauh tor tho parc:haoe of 

!roaeu:r;r billa. the relatin illportan.,. of tho Wow York aonq aarket 

would be 4.1aln1abed. '!blo would. be in line with the orlciDal objeo­

Un ot tho led.sral lleoene "'•t•: p4 H would. 'be 1n liD• with the 

pol1CT of 0oD&r••• aa •bodied I.Jl the p robibiUon ..:atut the p..,_at 

of 1ntera1 t on doaand. dopooito - one of the deoired attaato ot tbia 

prowio1on 'belli& to prnent a c4u cCltralhation of l1qv.14 tun4a 

1n ••w Tark ou,-. 
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!bl• -..peot of the propoeal llipt ...U baTe to be IOII)huised 

b-e of poll tical oonaiderattone. lii8IIT penone woulcl. be ll.lcel7 

to 1nh1J)ret the p ropoeecl. action of the ll.eurn II:J'et• aa a .....re 

deslped prl-.rl}¥ to help the '!re&SVT, ratbel' than ae one dea1cnecl. 

primarit,' to help the 'banld.J!C qat•· Ancl. a-tor Olaea Jd.c'lt ...U 

tslte uabn.ce ancl. deolare tbat the action oonetitutee an 1ncl.lreot 

meane .of nacl.l~~!: the pronaion that he -eecl.ecl. 1a he~ laoolJ)O­

rahcl. in the llenlr1JIC .&.ot of 1935 - a proh1b1Uoa aplaet the pur­

cbaee of Qon~t .. ourtttee 117 the leeeiTII 'banke troa the !'reuu1'7· 

lie II!Pt cont•cl. that, b7 eatebllahiDC II(!Propriate bDTiDC ratee , the 

lie••"• baaka coalcl. insure that thq woulcl. be the ultbate purohuere 

of all the '!r•SUZ7 bill• hwecl.. 

111'· .,cl•• dicl. not 11(1]).,... to be concerned onr th1e poeaiblli t7 

when I aeaUoaed 1t, And H h lllce}¥ tbat aa acl.eq~~&te e>poai U oa 

of the underlJ'lD« alu of the proposal al&ht w.cceecl. la onroollliDC 

objeotione of th1e aort on the part of aoet IL•ber• of CJoll«re••• 
tbougb not neoe .. ari}¥ on t he part of Senator Olau. 

It h conoalT&ble thet, de1P1te thalr great}¥ i ncrM .. d 'falu 

to bankere, 'freulu7 blUe would nenrtheleu oontimu to be largel7 

ntj!leohd, under ltr. JICOl••' proposal, 117 interior baake. lloat .w:h 

banlce rarelJ' partloipate 1a ~euu .... bid41.11g, aac1. ci.Mlere haTe 

been unable to eell bills in profitable I(CI&Ilt1Uu to .oet l .nterior 

bena. Sbort-tera .-nu .. po .... aiDC a tlud lntereet oov,pon aad 

pul>llo}¥ offered a\ par, INch aa '!reuU%7 oertltloatee of ladebt..S.. 

a ... , haTe 1n the put been .ore a t traot1Te to interior b&Dko. J'or 

th1a re&eon, if we ebould find it dealrellle to rerln the UN of 

fre&IOU'7 oartifloateo of lndebtecl.neu, it aq elao p ro"Ye dee1rellle to 

ba"Ye the leoe,...e beaks edablhh pootld 'bu;f11lg rateo for .aoh oartif­

icatn ae well aa '!r•WlT blllo. 

• 
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III, 8!;ort-!e1'111 Qhnr&et!l' of l!!!!!!tdi&h J'ipepeitJ. RtquirM!!Ita 

1. !l!he !l'reetur111 pruent fiDAnciDG rtqul.r•enta are seen ill 

proper ptr~ectht wben it h realised that our new MlUV requl.r.,nta 

aro due aU ogether t o the cold tterilhation pr ot;raa. 

(a) 'fere it not for the gold tttrlllsation prOiJ'P, 

tht !l'reuury' a cull balance todq would 'be IIPProld.aatel:r 

$1,200 a1111one; and t here would 'be no occeaion for f'ar­

ther new •one:r 'borrowillg, exctpt tor bill i aauee offered 

in 8lltic1pat1on of quarterly iliCCil .. ta>r; rtctipta. 

(b) !bt r eYleed budget eat imatee contained ill the 

Prea1dent1 e •.oeeage to COJl&1'US of April 20 , 1937, indi­

eatt that no public filiUlcin& tor the purpoat of fipancing 

the deficit will be neceaeer:r during the ra.aillder or tht 

preaent !heal J!DZ and durillt; the !heal :r•ar 1938. On 

the eontra.r:r, bttween ll<lr l , 1937 and Jlme 30, 1938, ea.! 

$l,JOO aillione net of e&tb will beeo•e &Y&ilable to r eti re 

:treatur1 bonds, notes , and billa now held b7 pr1 ntt ~ 

n ator a, or to increase the working 'balance. rue net 

t xeees or cetb rtceipte will ariee out or the noD-Ce.tb 

charACter of the expenditures tor the Ccnrn.ent Lite 

Inouranoe l'ullcl and the Old-.6Cf B.eatrTe J.ecount, and out 

of the roeaipts tro• tale a of UD.i ted Sta tes SaYings bond! 

and l1n811Jlo;r.ent 'l'ruat J'und depoai to. !l!hia 1e txeluahe, 

how ... er , of azv finencing undertaken to finance the cold 

a ter1liaation prograa. 

2. jpar t fro. the cold ater1lhat1on progu, t he echedul.ed u.­

ceea of e&ah receip t. onr catb diabura•enh dnring the next fO'aZ'taen 

montba ia such ,.. to make ertr n" •one:r requir ement. during t hh ptrlod 

of diatlnctq teotpora.r;r character. Onl:r o~f of the prospectin 

excu e of net caeh receipts would be enough to r&1ae O'aZ' effectin 

catb balance to IIPPr oxiateq $1,000 .Ul1one. !l!he illmedia te finanoiJlC 

for rtpl!D.itbing the cneh b&lNice """' theratore be ehort-tere in char­

&eter. 

3• !he entire ,..ount of funde achodul.ed to bo 11!\de a.Ynilabla for 

reductions in tht prhatel:r held public debt, •~uain of 11D.itod Statu 

SaYings 'bonda, during the nut fourteen aontha could •er:r eoneeiYal>l:r 

be exceeded 'b7 the requl.r...,.h at the cold aterillsation prograD. 

:Between Dec>•bar 23 and 11q 24, net gold eterilho.tlona a110unted to 

$731 llilli ona , of which $225 ailliona wu ree&ind ia Jpril. O'bYloualT, 

1f cold acqu1a1tlona &'foraged $125 ailliona par aonth 4ar1ng the next 

fourteen aonthe, theT would a&£regate $1 ,750 llill iolll 1n that p eriod. 

• 
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Oa the other hazl4. hftner$46~ pi'OIIJ)eGUn ut e&ah up•41i11rea 
tor gold acquialtloaa - allout 111U1ou l>et-llq 24 aa4 
Dec•bor 31, 1937, bar llr', Jell '• praltal~ eatwtoa - are ot 'lfii'T 
IIJ)ec1al cllaraoter. it theM acqula1Uou ,.... reprdad aa p........,.t, 
1t 1a extr-.lJ' 'llllltkal7 tbat •• wO'Cild tliiiiiiCe U... bar l.lltoreat-l>ear1DC 
oblieatloae ot ar.:r eheractor, It thq be raprded aa teolporar,r, thq 
will obdoual7 be beat t1111111Ced bar ehort-t .... ebl1cat1oae. 

4. It h IIPParaat fr011 the forego1114 tbat the t.ae41ate aeada ot 
the !rreuury oO'Cild be proporlJ' proTided bar the eel• of ehort-t .... obl1-
p t1ona. !hie doea not •ean thet 1 t wO'Cild ba lJoproper to offer lo~ 
t .... eeourl Uea, 1f the JIAl'ket eppeared recepth'e to the lattor, ~ 
large wl,... o! aa...,..tel'8 Mivitlee now outataa41ac wO'Cild proTide ...,1e ecope for the uae of excess caah receipta f or debt ratlr••t, 
lftll it the U.ed1&te ehort-tena aaeda wore •et bar the aale of loDCC­
t .... obliptiona. lranrtholeaa, the pu:port ot thh aaal7ale 1a tho\, 
taken bar Heal!, the June 15 fliiA!lc1De ariaea out of t...,or...,., rather 
than lont;er- t .... , raqnlrMI&Ilta; and. it otherrlae daelrable, oO'Cild l>e 
properlJ' tillallced ln large part lrT !rca8Ul'7 bllle, 
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I!. MorJctt ro.etora 

freasur"7 billa eonah tute, of eourae, our ch~aet t1DB.Deilll!: 

medium in abeolute terma, 

.Apart tror:~ this general oona14erat1on, thq po .... a a peculiar 

attractiveness , at thie time, ahared in leeser degree ~ 'rraa•UlT 

notea and certifieateo of indobtadneoa, beeauee of the condition of 

the bond market, !he e'rldenee oeeao raaaoD&b}7 clear that the b&Dka 

as a whole are not dilpooed to add to their hcldi"'l• of Oo"tarnment 

bonda for the present; wheraaa H h hi~ probabl e that they are 

etill dispoaed to add to their hol41nge or 'lraaeur,y billa and notes, 

In aMi tion to the pa;:rchologiea1 ehock OOct\aioned by the recant 

decline 1n the bond aarlcet, there are two other reuone for belie'f'illc 

that banks would prefer ehort to loDGer-term ~~&turi tie a in the near­

terc future, One of tlleee 1a the tact that the capital or banlca baa 

not been i~aa.olne ln pr9J>ort1on to the increase ln thair depoal t 

11abil1tiea leee fable II) , !hie fact diaeoura&e• b&Dk purchaaaa or 

additional lone-term bonds because the riolc of market depreciation ia 

concentr a ted on the slender Ofi>ltal equity or the banks. Such rhk 

io preeent 1n much emaller degree in the ease of fra&IU1'7 notae , end 

in inlignifieant degree in the cMa of i'reaoury billa, preohe}7 be­

cauae of t heir abort maturitiea, 

. 'l'be other rao.eon 1a that bellka acquire 'lraaBU1'7 obligntiona 

mainly as & aubatttute tor , end ln the abeenco of, commercial lonna. 

'l'be rhin& trand of e.,_ereial leona durlni 1936 ll&de ,...ey b&Dkera 

concerned o•or the effect of edditlona to their lo~term !reesur,r 

lloldioge q,on tile •ol'llllle of their reeouroes available for direct 

c:ust011er loans, freaaury bUla and notea eonati tuta a aatiafacto17 

inveatment tor f\lnda that banlcero h"l'• l&ter to malce &Tallal>le for 

commercial loane. 

103 

In prrnoua :reare, the Mrket for 'rraaoury billa and eertifieataa 

has b7 no ••en• been conf'lned to bank.e. Coll>orntiono and lndi Tldualo 

tormerq purebe.ead 'rraaeur,y cartitleateo of 1114ebte4neu 1n aubotantial 

lll:lCWlte, often acatnat tlleir quarterly lnco.,._t.,. llablli tleo, and thio 

hae aloe been true 1n •- degree of !raaeur:r billa, If , b7 reneon or 

an lneraaea 1n t he ...,luae of blll losuea, or, for otller raaeona, !raaoury 

bill rntee rose, auch riae 'tl011ld llkal7 be te~~Parecl. b7 r ound ~ 

fr0111 theae aouroea, ~re 1e attached hereto a chart ehow1nt: the p­

centaae diatrl'butlon of !reuv:ry carUtlentea of lndebtecl.naoo and bllla 

outetandin& on Tarloua detea between 1929 and 1936, cluaitiad b7 ~ 

ot bolder. !hie chart lndio&tao the for~~er pO}?Ularlty of oertifleatao 

ot indebta4neee parUcnhrl:r, &80n& ncm-be.nldll4 1nnatora. 
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I, l!!t Lnt1 ef ll.ect11> to 

~e aurrent ancl. proiJ)eotin leTel of '1're&8U17 receipt. """ oupport 
a IIIICh lercer 't'Ol1llle of ehort-tera borrowing th411 the nbotanUall:r lower 
lenl of '1're&8U17 receipto \bet baTe obteb.ocl. 4urtq the peat ten ;reero, 
!otal j!tlleral , I!P•cial, IUI4 truat fund u .. ~,pto for the fheal ;rear 'b.­
ei=iDC J'al;r 1, 1937 ere .. taatecl. at $7,706 111U1oao, of wblch 
$6, 906 ll1llio11a are ge11aral eel. IP•cial fund reoeipto, llllcl. oOM t800 1111-
lioao (ncl...Uat; other aeipl.orage) are truat tun4 receiJ>h• Of the 
latter, the v....,l0J11eDt 'l'rlllt l'=d rill acco1111t for $576, 5 ailliou, 

J'or auq ;rear a paat, Clrea t Jri tal.n baa uiatal.lled outotaacl.iat; a Yol­
ume of 'l'rea.ur;r billa equal to a Yer;r large proportioa of her annual 
receipt., In recent :r•ar• thio proportion hao b .. a partiaularl:r large. 
!l!ho Yol,.e of Clreat Jritain'o debt aaturing within one :reo:r , outotan41DC 
oa llarch Jl, 1936, approx18ated her t otal r ... enaeo dtzring the f heal 
:roar ea4ecl. llarch Jl, 1937, 

!be ~aratin ralaUoaehip 'between debt aaturiat; withia oae ;rear, 
at the becilllliag of each fhcal :r•ar, aad 'l'rea8U1'7 receipto of Or eat 
Bri tela aa4 the 17111 ted 8\ateo during their reiJ)ecthe fie cal :rearo h 
iDcl.icated, for reoaat :rearo, in the tal>le l.alecl.iately following, 

Debt. lfaturi~~G lfithill One Tear, at 
the 'bec111n111G of each J'heal 
Tear, u parcaat of '1're&8U17 

lecetpto 1/ 

J'iocal :rear 1 Clreat llrl tain 1 1l'1l1 ted Sta te a 
21 31 lJJ 

1934 Ul,6 100, 1! 
193~ 109,0 96. 6 
193 10J,9 S5. 4 
1937 97.9 72.9 

if Doeo llOt illcl...U oacuritieo called for pqaeat 
w1 \bin oaa :raar wblch o\harwiao would aot ban 
f allen due dtzrtng \bet period. leceipto include 
net r......,.o of the J'oat Offici ia Clroat l!ritaia. 
'l'ruot accouato are iacluded lnlt o11Ter aeipior• 
age aa4 i....r-t raoul tillg t:'oa the redaction 
1a the wei£1lt of the cold dollar are nclude4. z1 J'ioeal ;rear ..ud llarch Jl for Clreat :lrl tain; 
.1'ane JO for the 1l'1l1 ted Stateo, 

3l '1're&8U17 bill 0 llllcl. bondo; ucl"CIUI .. t1 oaaJ. 
laTiqo O...Uftcateo, K&tioaal laYiDCO JoaAa, 
1fqo aDA ~· .u ......... aa4 aaturiiiC iaet"'-to 
oa 1aterptW'WDtal loaaa. lJJ '1'r&&IW7 blllJ aDA aoteo -tur111C withia oaa ;rear; uclndoa IJ)Ieial iooueo, 1l'1l1 ted &tat .. laTiJIP 
:loade, aad j4Jaeted krTlce :loade. 
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lleeretary Morceatba - 5/27/37 - 10 

It the total tll1Uh4 Statu debt ~~&turi'QC within ou ;pw.r wre to 
trpproll:bate 75 peroeat o f the agrecate r eceipt.. eetlated for the 
t1eoal 7Mr 1933, the fJcure would be about t'j,SOO JdlUOZUI. Oil!' 
actual DOte •turitlee &tDr1Dc the t1eo.J. 7-.r 1933, pllu the pree•t 
...o11188 of ~ billa ouhtea41JIC, accrecata - ~.500 .UUoue. 
!be 1rrel of our deb\ ~~&tarltlea w1tb1D ou 7Mr h about $1, 100 Jdl­
l10ZU1 le .. t.heA a lrrel proport.iou.l to the e1tu&t1on obt•h•nc 
.l'I1De 30, 1936, 

It the 1nel of our debt Mturi the w1 tb1D ou 7-.r ,..re pzoo­
portiou.l to the Brlthh elt11ai1on - tb&t h , about 100 peroat of 
the e&:&recah reoeiph eei1JO&ted for the coml.nc 7ear - we would h&.,. 
ouhtan41nc a Y01,_ of ob11p.i1oue JO&turl.Jig w1tb1D oDe 7ear e,.. 
$), 200 JdlliODe CtMhr thaD the pruct '1'01,.. of wah ll&turi theo 
Great Britain, bo,..Yer , for .u>;r 78&1'e, b&e ~17 ll&iJltalud a 
8ICh l&rcer wl- of debt •turtnc w1th111. 011.8 7Mr 1D ral&t.ioD to 
her proepecthe reoelph f or the ea.utnc fhcal 7-.r tb&Jl the tllUtad 
St&tea. 

IDe-tax recelph for the fhcal 7-.r btgiiiJI.I.Dc two 110ntb1 
heJlce are eetl~~&ted at $2,955 llilliODe. IJI.Coae-tax receipt. of DOt 
far troa $500 111111011.1 C&D be adioipated at eaoh of the Dext thrH 
quart er17 collection peri ode, &11.4 about $900 111111ou iD Karch 193S• 
i'o lll.ullli ae the 41aturbaDCe to the 11011.87 urqh 1DcideDt to wah 
la.rge concctrated tr&Defere of fllnde to the !ra&IUJ'7, bill •turt­
tiee at such quarterl7 per1o41 .tcht wall be increaeed or cer t1t1-
eatea of 1D41bte4neu of aueh JO&turlt1ee iuued. Table III preeenh 
the relatioDehlp betwec the w1uae of Tl'a&IUJ'T obUgatlone •turlnc 
w1 th1Jl oue 7ear troa the Je&re 1921 to 1937 end agrecate !ri&IUJ'T 
recalph. 
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Jle lbotl=1'm Debt la J•1 ''i"'b'P to t.ht 
kcrert*• Iol.w of t.bt ryuc P.l\ 

In the 1lll1t.4 tt.t .. , the proponloa that all~ ~IP­
t lcm. . •tu:r1JIC wUhla 01141 7fii&Z bu ooaaUtv.te4 of the total 1at.reat­
beariJtc pUbUo u'bt• boll 1920 to 4ate, at the clo• of the fhcal 
;ree.ra, hae raDCK boll 5·9 pera.,t (iD 1927) to 20.9 perceat (la 
1932) • .A.a of March 31, 1937, the peract-ce .. 11.7 percct. the 
utalled tl~· are prea .. tM 1a hlll• n. Jbr -t 78ar11o wah 
•tu:r1Uea ha•• be., a larger proportloa of tha total debt 1a the 
'Olllhd Statea thaD 1a Great llrltala, u h ahown 1a the tallle belo'" 

Pere.,t-ce of Iaterea~ l'ullllo Debt 
OllhtaadliiC llopreacted b7 leouritlea 
llaturliiC within 01141 711JaZ or leaa }) 

J'hoelr ' Great llrl tala • 1lll1t•\rt•• s I 
.,, 

I 

193~ 12.5 1,.1 
193 11.7 1 · 9 

19~ 11.7 13·~ 
19 11.7 13. 

lf Doea aot 1aolu4e eec••rHlea oall.cl. for pa:r-t wUhla 
ODe 711JaZ wb.ioh otbenrlM would DOt llan fell .. 4DAo 
dDr1.IIC tllat perlod. J'!car•• for Great llrltala aolU. 
axtenal obUpUoaa. 

Y J'leoel 7fii&Z cde4 March 31 for Great llrltala: .rom. 30 
tor the 1lJl1 t.cl. Stat ... 

Jf Iao1u4ee rre..RZ7 billa aad boDde bolt aol.U.a 
auoae.l la'l'iaca C.rUtloatea, ..,Uoaal .....-uc- lloDde, 
tr.71 ead x-• .l4Yaac••• ead •turlac 1aatalJMDta oa 
laterconraeatal loaaa. 

JjJ Iaol.Qua rre..RZ7 billa aad aot.a •turlac 111 thla one 
fMI" ~t aol.U.• •eoial h..,.a, Uldt.cl. Stataa .. .,.. 
llll• JIODde, ead .u,tut.cl. Iento• JIODde. 

the .... h fJ.tt-t u ree~eota bill ~ eloae. 81Doe 1930 
the w~ of ~ billa 1a Great llrltala bu oouUtuW be'­
s.s peroat ead 11. 6 ~t of the ~t. tat~ lD~~ 
pUbUc ubt Ollht.n41JIC at the c4 of the t1eoel 711J&Z• oa a.H1a 31. 
1937, the llrlttah ~billa oouUtuted 9.1 pera.,t of woh la'bt. 

• Jllll)].ualn of e~eolal htraea, 1lJl1 t.cl. Ita tea laY1ap JIODde, 
.u,tut.cl. lenloe JIODde, encl. 'far SaYlaca Se<n~rl Uea. 
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leon'U7 ......... - 5/27/'57- 12 

Ia \lao tbliW IW.tee br111c \lao - perio4. ~~ •"7 'btua ban oo .. 
oUilaW 'be\- 1.0 peroea\ u4 7,6 •-' of \be Oll\a'rf'ac 
bt. ... o\-bearillc pu'bUo 4e'b\l at \lao r4 of \lao ftooal ;rwar. Oil 
llaroh 31, 1937, ~ 'blllo oo•ou-.w 6.9 P-' of Mloll .. u. 

I\ h ~naat, 1a \hh oo-uoa, Ml'eO'f'U, to ...o•p' 11 tho 
obaacod. olila&Uoa ...... ..,uac h4eral n-tac \hot 11 - t.olr:loc 
plaoo~ !lie .ala M&~CII for \lao ~ 901- of olio"-'- d.oll\ ..,,. 
Ollh\all4iac 1o u.. npld.U7 1r1 \Ia *loll ov tow d.ollt .- c11ar1ac u.. 
pao\ fn 7e&n u4 t.11e .afaftl'P1o ooJI41Uoao obWhtac 1111r1ac ~ 
of \hoao 71ar1 for l.CJIIIer-\en ~Uir· ft\h a ltelnrcrl htp\ 1a 
oarl7 pro...,\ 1114 llllloW..Ua1 hu\ tu4 NOod.ph l1ltal7 to 'be &ftll..o 
able for ~iou 1a \lao priftt.lT bald. pUUo 4e'b\, U oboal4 'be 
poool'b1o to...,._ late ~ten .-tUoo a ooaod.UNI!lo pnpozo­
Uoa of \he BO\oo •toarlllc dar1JI« \lao atlrl ~ 7M2'~• ~ tile 
...tat \hot \hla 1o &me, ,.. alarp \lao IOGJII for \lao uo of freaau"7 
blllo 1114 oorli.tlca\oo of lAM'b\odMoa. 

• :lalluin of 111101al hn.oo, tblihd. IW.ho krtac• lloa48, aad. 
U3u\od. lonloo Joa4a, 

• 
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nx. I oll!!e and ll&turithe ot leeJdy Iewew 

Si nce the '&ecinn1D£ or AJ1r1l 1935, llrttitb !re&IIUJ'Y bill o!!er­

i~~~:a ban not been leu than ~30 aillione wealcl7, and ban Yeey fre­

quent~ been 1.50 a i lllonw n alcl7 - rouci>J.3 troa $150 aillionw to 

$250 llillionw weelclT, Du.rlll£ the ...,e period, our own bill otter1Dge 

ba•e not exceed.ed $100 ailllone at a tlee , altboQC!t there ban been a 

few occaeione in prertouw year, whc our offer111£e ran&ed ~· $125 

ailliont to $175 aillionw, P art of the r .. on for the bearter wealcl7 

ieeuea of llritltb blUe h thei r tborter 1!11Lturit7 - three 110nthe, 

It h obrtoua that, barrlllg lncr eaoee clue to new 11011q require­

mente , tba YOlUJDe of our weelclT bill i11uee 1111at be a tw>cti on of 

their •turltiete Otterin&e of $50 ail llonw weelcq of 9-«<ntbw blllt 

'11111 aalnt&ln ouhtandlll£ a bill YOlUIIe or $1,950 llilliona. !o aln­

t&ln the t&me Yolume '111 th 6-ooonthe billt would requir e weelcq i awuee 

O! $75 mlliona, !o Dalntaln tba IU8 YOl- 'llith J-110ntht billa 

would require weelcly heuee o! $150 ailliona. It h alto poee1ble, 

of oouroe, to uwe two or 110re ieauet weekly of different maturl tiew. 

J'rom t he aarltet ' a wtandpoint, the &r£11118Ut 1n fawr or 'trea!lll'Y 

billa o! •turi tieo tborter than 9 mcntha 1e ot ronc and oon'rinoin&• 

The prlearJ aarket tor ! re&IIUJ'Y billo h prortded b7 co-ercial bank! , 

partlcula.r~ tho11 in the larger financial cent ero. A ney INCh ~ler 

u.rket 1e pro?ided b7 other corporation• '111 th t...,orar~~ idle f'unda, 

The need o! both t,pee of theoa b i ll purchaeero 1o !or a ney tbort­

tel'll aecuri t,. nne 110ntbo 1o a lor:ag tiae !or which tc tie up tlmda 

o! the character that comonl7 go into wuch inotl'U11811to. lla.llkero ' billa 

conati tute tha 110ot naarl:y COJIIlarable oecuri t:y to !reaiiUJ'Y billa; and 

the great bull< or tbeae are latued !or ~ maturitiea. A ....U pro­

porti on o! theta billa, utuall:y arta1D£ out of the Jllr ••tem trade, 

l'U1I &I lOll£ &I 6 110nthe, 

lban ':rea!lll'Y billa were iJiau&urated 1D Dec•ber 1929, the f i rat 

ieeue -• !or 90 ....,_, and the tuCcaedlnt; htuee, until hbru&rJ 7, 

1934, were all !or periods of 93 d&J• or lei!. On the latter date, 

the ~ 1Dangurated a oerieo of 6-ooontho billo, in &ddlti on t o 

the 3-aontbe billa, theee two eeriu beiDC continued untll 11&7 2J, 

1934, when the J-olOn the eariee -.e dleconttnued. On hbruaJ7 27, 1935, 

the !z-ea!lll'T ~ted the preoent eariee o! 9-ooontha billa, tba 

eeriee o! 6-eontha b illa beiDC dlacontimed tbort~ thereafter. 81nca 

that tlee, the 1aeue of 9-IIOntho billa baa been occaeionall7 eupple­

mented b7 the loeuUIOe ot billa ot irregular tbortar Mturitlee. 

I t h to be noted that !reullr7 billa ot 9-ooontba M turl t 7 baYI 

been in eltl.etence onl:y eince h bmaey 1935; and 1101t ot thie pariod 

baa bHn cbaractarioed b7 an abno~ low YOlUIII of demand t or b~ 

crec!J.t , IT rea- ot the latter t aotor, the loDC tll'll ot tblaa billa 
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bae Dot , =t1l rece~~t~. oocaalolled 811)' urioua oono.rn oll tba part 
of the prillcipal purchaaere, n. recent incr•eee ill ae.bw b&lllr: 
reeern requ1reach, which led to 81lbetu.t1al wit.bdrawale tl'Oil • .., 
Tori< and Chi~ bllakiO bJ Ulelr corr .. pondallt buka, u ...u ae a 
wideiiPread belle! -DC b&nkwa that o-ro1al lo&ne will contiau 
tbair 81lbetu.t1al upaneion of the paat rear, haYa """'ed buka to 
be aore coJ>cerned ~ prew1oua1J w1 th t ba -turl tiea of ob1J«at1olle 
in which thq innet t0111>orari~ idle flmde. 

On thia ~=d, juatltication elthh tor 1Ullet1 tuti~~g 6-coJ>tbe 
ce.turi tie a, in whole or in part, tor our present eeriea of 9-lnonthe 
billa, Although IIUch 1111bat1tut1on, taken by ihelt, would illYObe 
$75 llillion oUeri~~ge 1natead of $50 ailliona weekly, I belien 1t 
probable that the illtluellOe of the eborhr •tun ty upon the illtereat 
coat to the rr.&.llllry would more tb&n oUeet the illtlueilce of the 
larger YOluae of 11Mlcl;f offeriJl&s. I bel1..,e t hat eerioua couidan.­
Uoll JUif be ciYell to thia aubat1tut1on after a dechion baa bee~~ 
reached b7 the lleeerYe arat• on Wr. :lcclee' propoeal to eatal>l1eh 
pooted ~ ratee for fre&8Ulr'Y bille. 

I do not bel1..,e that the caae 1o at all claar in faYOr of the 
i ntroduction at thil tiae of J....ontha billa. Such a ebortollinj; of 
maturi t;r, thou,$h it 11J4¥ become adrlaable in the fUture, OI!POOiallY 
U' interest ratea riee, doea not appaar to be particularl;r desirable 
at the moaent, :ror one thing, BYen tho partial re-introchtctioll of 
:>--ntha bille illltled1ate~ would constitute a Yer:r abrupt traneltion. 
It we are to uee J....onthe bille, it would eppear to be more adrlaable 
to l!l'Proach INCh uae ~. firet SOillll to a ~nthe bill , :Both 
11r. llcclea and Wr. Goldenweiaer concurred ill thie opi nion chtrillll q 
coJ>Yeroation with t~ 7eeter~. 

Att.acbwenta 
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fable I 
.t...,..rep lloatbl;r Yolu• of liMDr•' .t.ocep\cmc .. 

11114 OpeD1arb\ o-rctal h!per O..htencJJac 
1925-1937 

(In a1111ont of dol1&rt) 

hAl: 

1925 
1926 
1927 
1928 
1929 

1930 
1931 
1932 
193, 
19~ 

1935 
1936 
1937 

• :rtn\ four montlul 

Anmce 

1,llllo 

~:~rl 1, 1 
1, 

1,96o 
1,517 

SS9 
S07 
753 

568 
w~ 
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table n 

fotal ~oai ta and t otal Oapital J'uD4a 
.&ll Keaber JaD11:1 

I total I total I 00ii1£&ttliii48 
hae JO I 4epoe1h I ~ 

pv 4Dl.1ar of 
I 4!po11ta . 

(ll1U1ou o! c!.ollan) (c ... ta) 

1920 25.372 ~,S53 15. 2 
1921 23,325 ,13~ 17.7 
1922 25.517 4, 21 16. 5 
192~ 27,053 4,~7 16.1 
192 29.530 4, 6 15.2 

1925 32,420 4,690 14.5 
1926 33.724 4, S,2 14.3 
1927 3~.3~ 5,1 7 14, 6 
1928 3 ,o 5, 625 15. 6 
1929 35,S93 6,180 17. 2 

19)0 3S,139 6,543 17. 2 
1931 36,268 6,166 17.0 
1932 27,864 ~:~r 

19.1 
193, 26,587 16.7 
193 Jl,012 4,731 15·3 

1935 ~·9~ 4,770 13.7 
1936 .7 4.~ 12.1 

(Dec .. ber Jl) 
1936 42,SS5 4,965 u .6 

Regraded Uclassified



OoiiiJ)IU'1oon ot 1'rl&lllr7 Ob11cat1ono llatUJ'illC within One tear 
at the hc111111JlC ot eeoh fteo&l tear, &nd eccrecate 

!ri&I'Clr7 lleoe1ph, 1921 to 1937 

I 
ftaceJ. 1 
'Te&r I 

1921 
1922 
1923 
1924 
1925 
1926 
1927 
1928 
1929 
1930 
1931 
1932 
1933 
1934 
1935 
1936 
1937 

2 , 7115 
2,666 
3,820 
1,342 
2,;5<)7 
1,1195 
1,5]6 
1,0112 
2,l!sl 
1 ,64o 
1,lt2o 
2,247 
3.942 
3.3o6 
3.894 
3.735 
4,175 

Pero•t 

l/ .U the bec111111llC ot the fiocal Te&rl 4ou not 111cln4a 
Mcvi Ueo oel1e4 tor pa111111t within oae JW&I' wbicll otbar­
wioe would aot b&•• fallen ciDa 411rillC tb&t period. -
eludes ~eo1&l 11 .... 1 to OoYe.....,t oorporeUo111 &114. tra.ot 
tlmde, UD1 ted atetu k1"iils• Bondi, 'l'rl&lllr7 &lid lfar SaY1JlC• 
Secur1Uoo , and J.clJlleted 81rrloo Bondi. 

?:./ Illeludeo truet aooOUIIh but uclu4oa lil'fer oel.cll1bn«•• 
the inore11111t re..UUD« troa tbe re4uotlon 1n the wel.cht ot 
the cold 4oller, &114 poatal rennwoe ( exct~pt eurp1ua re­
oe1pta ooYered 111to tho TreaWJ'7) • 
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tabten 

Iakreet-JieeriJig hblio Deb\ OQhtazuliac 
Nld the hoporUoa thereof repreected lrT S.cari Uee 

-turillg w1 tbill Olle TMZ or 1e .. 

1 !otal 11ltereet- 1 Seouritiee aatur- 1 
.J1me 30 I 'bearillg c!abt I iDC w1 thill 1 TNZ I l'ercct 

I outet&ndi!l£ J.l I 2r 1111 '!l - 2l 

(Killiolle of dollare) 

1920 23, 210 2,745 11.9 
1921 23,010 2, 666 u.6 
1922 22,032 3, 820 17.3 
192~ 21, 670 • 1 , 342 6.2 
192 20,!)68 2, 307 11.2 

1925 19,730 1 , 495 7.6 
1926 18,820 1 ,5~ 8.2 
1927 17,583 1,0 2 ,.9 
1928 16,711 2, 481 1 . 9 
1929 16,019 1, 64o 10.2 

1930 15,158 1 , 1~20 9.4 
1931 16,229 2, 247 13.9 
1932 18,852 3, 942 20.9 

193~ 21,834 3, 306 1a. 1 
193 26,084 3,894 1 .9 

1935 26, 950 ~·735 13·~ 
1936 Jl , 102 ,175 13. 

(Marcil 31 
1937 32, ll9 3, 771 ll.7 

iJ :l:ltcllld111g epecial t .. uu t o OoT.ruent corporation• and 
\ruat t'lmcl.e; thdted Statee e&'rillge bond• and !'reaa-al7 Nld 
war u;rt~ eeour1Uee; and a4Jueted .. rrloe bonde. 

21 Doee llOt include eeouritlee called tor pqm81lt w1 thin ou 
7e&r which ou..rwtee would llOt han tllllc due <Wrl~~g \bat 
p eriod. 
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10. 687 

J'ROih American X.'b&ss:r, Paris 

DATE: Kay 27, 1937, 1 p.m. 

'!'his morning I had a oonYerMUon oYer the tele­

phone nth Kr. !'rip, President of the Jetherlands Bank 

at Amsterdam. He was p.Leaaed nth tlle results of the 

election yeaterday in the Jetnerlands. He f elt that 

these results considerably strengthened the position of 

Premier Oolijn and indicated to the world that the 

Netherlands was not leaning toward radicalism. I was 

informed by Trip that some question between Oolijn and 

the Oatholios might arise. He wu 8\lre, howe-rer, that 

a working ma.jori ty supporting the Premier 1n Parliament 

would be found. 

Kr. Trip informed me that as t he weekly statement 

of his bank (to wbioh the control was turning OYer its 

gold gains) showed, he wu atill haYing to take in a 

great deal of gold. Kuoh sympathy nth the t7n.1tsd States 

wu upre&~ed by !'rip in :facing the gold problem. Be was 

gratified at the good jud.psnt and the ooolneea wbioh had 

been da.onstrated by our authorities. He was sorry that 

Gr.at Britain had not done u 11110h u po81ible toward 

• 
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at&bilisation of the aituation by abaorbing more of the 

gold offered on the market in London. It waa hie hope 

that a aore oooperatiYe attitude on the part of the 

Bri t1ah might be indicated by yeeterday' a purchaaea. 

Be thought that t he repreaentati-rea of the Japire 1n 

London at the preaent time aigbt haTe an influence on 

the Government which would be helpful to the world in 

general. Be recalled to my mind the fact that when the 

British peraitted eterling to appreciate, much preeaure 

wae brought to bear on Ameterdam and it bad been necee­

aary to change hie dollar buying rate. 

It ia Trip' s feeling that the an&lyaia of the gold 

situation made by B.I.S. and eet forth in the recent 

annual report, has been worth while eince it baa brought 

about world wide realisation and diacuesion of t he prob­

lem. Be atated f rankly that there ia ebaolute conrtoUon 

in .llllaterdam that the preaent Qovel"lllllent in J'rance Will 

not be able to overcome ita financial difficulties and 

that it Will fall 1n a few month-aix months at the out-

81de. Be ia not in agreement w1 th the opinion of certain 

obaervara in hie country whoae belief 1 t ia that l'ranoe 

Will not need to de-ralue t he franc further. It 18 h.ia 

belief tbat the neoeaaUy for further deTaluaUon would 

be obTiated if there ahould oome into office a OoTer1111ent 

wUll 

J.96 
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w1 th leaden 8UOh u Reynaud an4 Ohaut811!p8 who would talt8 

tirlll 8tep8 toward balancing the budget. Binoe the J'renoh 

8ituation i8 80 que8tionable at the preaent time. frip 

doea not &8%ee w1 th the suggeation8 whioh ha'fe o0111e troa 

oertain t1nano1a1 paper a in Great Britain that 1 t would 

be de81rable t o iasue a tripartite deolaratiop on gold 

policy now. frip will not be able to attend t he B.I.B. 

' meeting on J une u.. he told me. becauae he ie cha11'111an 

ot t he committee which ia to receive the Dutch Royal 

Family tr0111 June 8 to 14 in Amaterdaal. 

li:IID SJ:OTIONS ONK AND TWO 
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I ~eoeind a telephone oall thb aornillg fl'OII the 

Paria llazla6er of the Batioll&l Oity a.rut. Be ll&4e refer-

198 

., 
enos to ruaore in this aorntng•e British preee, 1n parti­

cular the J'DUIIOUL TDIES, with r .. peot to the proY1eional 

fixing of the gold prioe at from thirty-one to thirty-two 

dollars an ounoe 1n Amerioa and at about six pounds, ten 

sh1ll1Jigs in London with the un4erstand1Jig that Waehillgton 

would then not oppose the lew- York-LondCD excha:oge rate 

appreo1at1Jig eeainat the Jiound to dollars <l.70 to 4.76. 

As a oorollary, this story mentioned that the United 

States and British exchange funds would undertake to 

absorb fifty peroent eaoh of all gold coming on the world 

market, thus lightening the recent abnormal strain on the 

foraer. I waa told by the llazla6er that hie bank was beillg 

flooded with inQuiries in regard to the American position 

and that euoh rumors ae that above were causing IIIUOh 

comment and apprehension on the Pari1 market. 

on or KJ:88AGI: 

BOLLITT 
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Secretary of State 

WashinUton . 

688, !.lay 27, 4 p . m. 

FRO!l (, OC!tRAN. 

ORAY 

Paris 

Dated May 27, 1937 

llec ' d 4 :24 p . m. 
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Pari~ o::chant;e market quiet . French control said 

to have yielC:.ed some sterlinG at from 110. 60 to 64 and 

a few dollnro around 22 .39 . Rentos opened lower but 

improved throuc;h supposedly officir:l intervention. 

Nat i onal defense bonds 1937 were blOUtSht up to 93 . 45. 

Bank of' Franco statement as of !.lay 20 showed no signifi­

cant chnil[les but decline in note circulation caused gain 

in coveraGe from 45 . 52 to 45 . 66. Talk of devaluation is 

gaining in market circles . Prench shipping strike re­

pqrted sottlod. London rumor of change in American gold 

pri ce tc. :]31 discredited here . Schacht 1 s visit has no 

market influence . 

I n lnau:;urnting the Gernw.n pavillion at the Paris 

~xpositicn yooterday Doctor Schacht emphasized according 

to the proo~ Gorman aspirations for a Franco-German trade 

treaty '~hich \10uld do nlfay with the un:Jatisfactory clearing 

arran~omont . Me stressed the fact that with 

DULL ITT 

CSB 

Regraded Uclassified



f . • • -. 

sms 

Secretary of State, 

Washington . 

GRAY 

Paris 

Dated May 271 1957 

Rec ' d 3:42p.m. 

688
1 

Hay 27, 4 p .m. SECTION TWO 
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the exr.~ptlon of Switzerland which enjoyed an international 

guar~ntee Ger~ny was the only nation 1n the world which 

did not possess either at home or abroad a source of 

foodstuffs suffici ent to feed its popu~.ation . He re­

marked that those who sought to keep up this state of 

things would never be able to eliminate the risks it 

causes . Those who contributed to its removal would 

guarantee the (*) of Europe and the world for generations. 

In the afternoon Dr. Schacht is reported to ba~! ~4 ' 

long conversation \71th Bast1d1 U1n1ater of Colmnerce. 

Paris press has not received Schacht ' s rem~ks 

favorably . Gernany 1 s unilateral decisions of r ecent 

years in regard to reparations , rearmasment and t he 

Rhineland are recalled and skepticism as to Germany ' s 

desire now for friendly relati ons and as to her respect 

ot contracts i s indicated . (?) writers feel that Germany 

' 
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i s trying to get something concrete from France in 

return for merely a pl edge of peace and that Germany 

could not be ~rusted to keep this pledge , 

END OF )(ESSAG E 

BULL ITT 

' 
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A porti. n of this tolecr um 
must be ch•sely po.raphrasod 
before OC1nG communicated to 
an -one , (:, ) 

Secretary of State 

Sl3, !Jay 27 , 6 p, m. ( GRAY) 

London 

Dated nay Zl , 1937 

~ec 1 d 5 : 35 p , m, 

- o:~ •_rc:~.,,'JRY !"ROll BIJ'.i'TER !O~TH . 

Tcday 1 ~ l'D!ES 1 leading at•ticle dealt with the 

Imperia l Co~terence review of the eold ~ituation ~nich 

inciden',ally has become the all 1.'11 orta 1\: que ,.tion ut 

the hou:- in London since the problems arising out of 

the inc~-e::. zod quan ·- ~.ty and value of gold are interpreted 

here as cvvering the more important aspects of current 

monetary nnd economi c policy, 

"It i s ol<pected that the c;old question will ~ome 

202 

up for preliminary discussion o.t today•s meeting of the 

principal :mpire delegates , The South African Govern­

ment are l:no·.m to favor currency stabilizat i on and the 

restoration of the gold standard, and, judgi ng from the 

comments r:tade by members of the Covernment before the 

departure of the South African Delegation for London, 

they would not oopoae some reduc t lon in the price of gold 

if this 
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RB - 2-,7'313, !.lay 27, 6 p . m. from London 

if this i~ considered necessary in return for stabili£~- -­

tion . :t re~ains to be seen nhet~dr the South African 

Delegate~ :~7e considered all the 1mplic~tions of this 

policy , !t is evident that the gold question can not 

usefully be discussed without reference t o either the 

United States the mos t important buyer, or to Soviet 

Rus~ka , tee cecond most important producer. Currency 

staJiliz~tion ~a moreover of vital tmportance to a ' l the 

countrie~ fo~ing part of the ~ter " ing nrea and t~ Prance 

whose sc.~ial reforms necessitate sc.:-te further use •.n tho 

internat ional level of prices if n•w fi'lancia::.. di f.::icul tiec 

are to bu avo1ded . In the meantime, the uncertainties 

surroundiQ3 t~o go:d question continue t o have an un­

settli n£; effect on sentiment in the City l1here it is 

widely ~~pe~ that the Conference will find it poasib~e t~ 

make sooc reasaurin& declaration wi thout undue delay, · 

While City t-p1n1on is f ar from unanimous on the question 

of gold pc. licy it aoems to be acreed that currency stabil~za­

tion (by tho adoption of an inflexible gold price) can 

hardly be contemplated for the ooment , In 1932 the 

Ottawa Conference agreed that while t stability of exchance 

rates over as wide an area as possi ble • was of great 

import ance t the complete solution ' of the probl em •must 

await 
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await tho restora t ion of condht ions for the satisfactory 

workin3 or an intern~tionnl st~ndard ' , These conditions 

includbd •n rise in the general l evel of commodity pric~s t 

and ' an adju~tment of the factors, political, economic, 

financial nnt\ monetary wlU.ch have caused the break do\Yn 

of the gel~ standard in many countries •. Though some of 

the condi tions have been fulfil l ed it is felt that 

furt>er pr o:;r e se towards economic appeasement will have 

to be zado before the gold or an·· o ther international 

currency Gt~ndard is restored , It see~e to be felt that 

it '1ottld be most useful if in t i1e ~teanhme the pr inciples 

of the tripal'tite currency agreen:ent were reaffil'lred ar.d 

made more e;:p:i.icit so as to guarant ee a stable price 

level with a slightly rising t endency while at the same 

time ensur1~ the maximum of s tability among the chief 

currencies ~f the world" . 

If t he above article be read in the light of the 

British Treasury conversations reported i n my recent 

tele~rams i t a cautioning characte r becomes apparent , 

Likewise I understand that the article on page 460 of 

the 3;;0110!!I:;T of l!ay 22 was writt en after consultation 

with :!ontD.l;\1 Norman who it ia said wiShes to soothe but 

not to fool t he market ; that is , to dissipate the aoaro 

mentally but at the same time not to hide the f act that 

there arc 

Regraded Uclassified



RB - 4-#313, !lay 27, 6 p . m. from London 

there are diff icult problems to be faced . 

~U:e11ise in a luncheon conversation with Leith- Ross 

today he volunteered t hat in hi 1bp1n1on the British 

f i nancial ~~d industrial community was not yet prepared 

f or de j~re stabilization since t hey still somewhat 

associated the gold standard w1t:1 hir)l i nterest rates 

and defl::.t i on but that conception v1e.s waning. Feeling 

was bec-.m1•~ (..eneral that some furt:~er step implernenting 

the t r ipartite monetary agreement would be welcome . He 

emphasized t ::a t t he immediate gol d r roblem was one ot 

distrkb~tion and i n particular stressed the tact ~hat 

France ~aving lost some 500, 000, 000 oounds of gold in 

the past f our years an improvement i n the French situation 

would bri~ an i mmediate a l l eviat i on in the gold pos~tion 

and in cener a l his approach was not dissimilar to tho.~ 

revealed in t he conversations with Philipp s and Waley. 

Leith- J oss a l so said that the eventual problem, 

namely, nbother the worl d could absorb its cur rent ( ropeat 

current) col d production could no t now be ascertained or 

dealt r.itb but if it was seen a t some fUtUre dat e that the 

world could not absorb current ~roduotion satisfactorily 

an agreemont encompassina ell the important trading 

countries \Tvuld then have to be negotiated so that they 

might 
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ld.P' at-.1\ueoul.Jl' ..... tbe nl• ot 10U wt-..t Uo­
'~ tbelr rolatlwo .a~o ratee. 

U lllpa M &Mt.l la \bh ooaeuUoa to • rho oer­
t&la polato lllr..Pt Ollt la warloao oo••••Uoaa wltla BrUh~ 
!1'-r a .. otlaor oftlolalo: 

ftro\.De Jlr1Uaa, U wollld eo• do aot w1all &QJ pro­
olpl\a\o aouoa to be taua. nor au br ao ••u ooar1aooe 
\lla\ "oat-.! pld prloe redlloUoa wUl be abaolahlr -•.­
our, altllOIIP II1IM aouoa 1a ro,ardod aa ia"ltable 111 aiiOII 
I.Mlwl-.la ae Clar of tbo Baak of l&l)nd _.. ....Vor of 
tile !l'ooewr. ~lie BrUla& qtbor1Uoa do fool, ae r~toe 
111 - lllPlJ plaoM pnr••tal offlolal 1a a prbato 
•-orooUoa, tlaa\ •tile lJaltN 8tatoa 1a bo141111 \bo pU 
'-"f •u• ·~=•• h ••olr .-pportt.ac a 101•. !'UJ aro 
~ a~o tlla\ at aOM pole\ tho UaUN 8\aho ear fl .. 
U d1tf10lll\ \o boar tllo double liUua of peflal lat•on 
oa \be billa for etorllhlJII pld wh ile pwlac lbaeata ,.. 
0\ller ...utoo (oatuloe) tbae 'blllldial \Ill but ... ,, • ., 
1a •• Tort, oa4 I o V la tor .. of sold oa tanro .a.ortoaa 
poU ... oentcoo a\ -• r..__. prlcoo. !1101 -t \e 
la4leate, a\ \be -• tl•, tlaat nor are \atlal a .-o -
Uwo ~ la Marl• a allare of tile 1lu'Ua of ot•lltoaU• 
111 t.roaaM )Malia.,. of tM -• pU .u ... • Uo 

n.t. (aot--• lo .... to ., tel..,_ lo. 101 of.., 11.) ..... 
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8uaa4. A ooaU-• of •~• ~too rlee, wl~ 1'" 

~• uel4era~ l•nl, h fuore4liJ , .. •tuu tr-~· 

C.ot•oao• h -•• to •1 tolocna .. • * of •r •·) 
ft.ir4. •ope 1a auu bold _, t.r , .. Brul• Trou­

llrJ' 'bat ot~• ._.,rtoo 'bodlloa •uee acllaerlac to no 

•rtpartlto aoaetarr arraaaoaoat will taoroaoo 'holr ~14-

111c•· Ia •1111 oouooUoa reforoooo ~·--lJ to ~ 

r oaarto retardtac ArcoDtlM, Bruu, &Dd .Tapaa 1a 11 tolo­

cn- ... !01 of .., 21. 

hllnll. no llo' aoatlf qaHUoa 'hoJ roprd ao h&Ytq 

!NOD abeorbe4 1a tho ooro i aolllol'f'o pld qu.nUoa aboat 

which 'htlf offtll'od •o -••tat• 4eta1lo4 41oouo1ou wl ~ 

~• VaUo4 S'-'-•· [!later-• h aado • o ar hlopu ••· 

au of ·~u 1e, par~ •breo. ) no col4 ~olll•, , .. ., 

lNll..,o, to a01r roee1Y1q ..-t'f'o aUoaUoa la Waahtactoa, 

&114 .ti 11Jl)'e4 &-.too to 1a the ~ooeu of foral.oUJII •111• 
.. "~-~ua, ' t wl"U' follew. I atgU a44, tac:ldoDtallJ, ••• 

".t"" • c ~ '--·· 

.,.~'all~- .101U41Ac oo• -•J, PM u &D iaor- 1a ~• 

wt~u"~,.tu lf Walb1qtoa took aoUDD wUIIICNt ~lor 
._-,;,,,(j 

o-.ali't-..;, 41-•oioao wl~ oro.t Brltaia, wO!al.4 oo• ta 

~ ll•oa ell ot.ooo lie _._.,oo4 1a J.Dil4oa. ~ 

DD• .. a•. 
•• •• • .... 
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lle,y 28, 19:S7 

11: 35 a. m. 

Preeen~: Ur. MAlle~ 
Ur. Trent ham 
Ur. Te,ylor 
Ur. LooAllead 

Ur. Tren~ttam: Immedia~ely after I saw you, last ~ime, 
I was down for a month. 

HM.Jr: Tbat's too bad. 

Ur. !.lallet: We only came because you very kindly sug­
ges~ed to me t he other night that you would like to nave 
a ~alk. 

HU,Jr: Well, I have nothing special. The only thing 
the~ mi ght interest you, your people asked our people in 
London something about what the Japanese were doing over 
here in in t he wQY ot their gold and we oent that over t o 
Butterworth. 

Ur. Trentham: Tnat's in~erest1ng, because I have heard 
no~hing about Japan f or weeks. 

Hll, Jr: Well, we eent ~ha~ over to London to give t o 
Phllllps a~ ~he Treasury. You can have tha~. (Secretary 
gave Ur. Trentham a copy ot cable 1201 ~o But~erworth dated 
J.lay 27, 11 a.m.) 

Mr. Trenbem: It this is a spare copy? 

Mr. ~o.llet; I~ would be very nice. 

HU.Jr: They have been very decent 1n tha~ ~hey have gone 
out of their way to explain, haven't they We,yne, abou~ any­
t hing they are doing in gold? 

Ur. Taylor: Almoe~ embarrassing; because ~hey keep writing 
these *love notes• about every li~tle t hing they do attar com­
plete silence t or a long, long time. 

HU.Jr: And that 1 a some thing entirely new. 

ur. Locnnead: But the important point 18 their statements 
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have been borne out by the facts, because we keep a record 
of all foreign baliUlces here and the Japanese balances have 
gone over-draft, so it was obviously neoessary for them to 
r eplenish balances here. 

Lw. Mallet: Uore gold cooing in? 

HM,Jr: From that source? 

Mr. Lochhead: $30,000 ,000 of the total $45,000,000 has 
already arrived. The first t wo shipments have arrived and 
have gone into our System and the other SlS,ooo,ooo ie on 
t he way now. 

Ur. Trentham: Yea . 
S800,000,000? 

That makes it, what? Nearly 

Ur. Lochhead: About t754,000,000 on the sheet t oday. 

l.!r. Trenthllm: London i s helping, 1en't it? 
buying gold to prevent the stream here? 

HU.Jr: We don't reallY t~ow. 

London is 

Ur. Trentham: I don 't know. 
a couple of weeks. 

I have heard nothing for 

Ur. Lochhead: The Bank of England has stated to t he Federal 
in conversations t hat t hey were buying gold and also Phillips 
mentioned to Butterworth once that they were buying gold. They 
don't give details, but they give the intimation t hey were in­
tervening ac tively. 

Ur. Trentham: By using the excnangs position? 

Ur. Lochhead: I suppose so. 

HH.Jr: Do you have anything in parti cular? We have nothing 
at all. 

Ur. Trentham: I was wondering a little -- I have had, as a 
matter of tact, short t a lks with Ur. Bonnet and Ur. Henry on 
the French situation. So tar as I can mske out, the French 
position looks serious and I was Just wondering when the orieia , 
if there is to be a crisis, will come up. I guessed it lata 
July, I don't base that on anything oxoopt conjecture, but 
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1f i~ happens I hope it will be befor e you go ~o Hawaii. 

HU.Jr: I hope it happens after! 

Ur. Lochhead: our experience i s they drag along pretty 
well . 

HU. Jr: I don' ~ know when that railroad loan expires 
tna~ 400,000,000 they got i n London. 

Mr. Tren~hnm: $40,000,000. I t hi nk Sep~ember. 
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Ur. Taylor: Sep~ember, with that thing oom1ng along and 
t hen their own refund ing which they have t o do. 

Mr. Tren~ham: Have t hey a ma~uri~y t hen7 

Mr. Uallet : The i dea i s the Exposition i s going to help 

them. 

• 

HU.Jr: It is, when they get i~ start ed. I t i sn't ready yet. 

Mr. Tren~nam: Well, we had our Cor onation on time. 

lw. Uallet: We had that on t i me. 

HU,Jr: AnY time you nave anything, drop in. 

does not happen to be anything now. 
There Just 

llr, Uallet: I nope to be going 1n ten days ' time, eo we may 

not meet again until I g•t back. 

, HU. J r: Wny don't you dr op 1n just before you go. 

ur. Ualle~: Yea. I will be delighted. ProbablY about 

Uonday week? 

au.Jr: Just cell up. 

Mr. l!allet: I wil l call up towards the end of next week. 

HU.Jr: Jus~ bef ore you go, because I may have something 

on ~ mi nd. 

ooo-ooo 
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H. M.Jr: 

Cochran : 

H. M.Jr : 

C: 

J:!. ~1 . Jr: 

C: 

){. M. Jr: 

C: 

H. M. Jr: 

C: 

R. M.Jr : 

C: 

R. U.Jr: 

C: 

a. ~' . Jr: 

C: 

IVM.Jr : 

C: 

R.ti.Jr: 

C: 

H.V.J!": 

Mr. cochran? 

Yes . 

lla:y 28 , 1957 
12:00 n. 

I ' m calling up about whet t he Swiss National Bank 
hus been doi ng recently , see? 

About whet? 

The Swi ss National Ben.k. 

Yes . 

Now, .on ~:r 10 , t hey sold us about t25,000 ,000 
of gold - ship~ent ~ey 10 . 

Yes. 

Thet was gol d t ha t t hey bed earmarked ~~th the 
Federal . 

Yes . 

Hello? 

Yes . 

They had ee~arked wit h the Federal about 
$29 ,000 ,000 . 

Yes . 

Since t he tenth of •:cy, t hey ' ve sol d us about 
25 mi lli on -

Yes . 
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- which l eaves about 5 million s t i ll earmarked with 
the Federal. 

Yes. 

They have in trans it another ll million. 

Yes . 
Now they ' ve kept their ~ollar balances intact here 
so it looks as t hough t hey needed the Qoney tor aoae 
purpose. 
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C: 

H.ll . Jr: 

C: 

H. l i . Jr: 

c: 
H.l' . Jr: 

C: 

H. !J. Jr: 

C: 

H. I ' . Jr: 

C: 

H.l' . Jr: 

C: 

B. J.I.Jr: 

c: 

H. , .Jr: 

C: 

H. M.Jr: 

C: 

B. M.Jr: 

C: 

H. t.I.Jr: 

2 

I see. 

Now, both Knoke t alking with Cariguel - Cariguel 
has raised the ~ueetion ~nd so has Bolton, see? 

And so has wqo? 

Bolton . 

Yes . 

Now what ere ~le SWiss trying to do? 

Yes. 

And t hey ' re ell a lit~le timid about esking ~hem . 

Yes. 

&It they aon •t any of then• say that t hey ' re very 
close to Dr. Baonman. 

I see. 

And I wondered ~hether you felt close enough to 
sort of inquire in e very diplomatic way - whet ' s 
i t ell about? 

~.ell , theY're -

V.'bst' s that? 

212 

He ' s s very unsstisfeotory person ~o talk With over 
the telephone. 

What ' s that? 

I say be i s a r ather unss tisfeotory person to talk 
with over the telephone. 

Well , bow - how ebout going up to s ee him? 

I •m quite happy to c!o thot any time you S'#7 it. 

Well , sh -

You see I'm close enough t o him so that I can 
spenk very franklY with him. 

\/ell , I t hink I •o find ou t, and ~aybe between now 
and '1\lesdey - oould you arrnLge 1 t? 
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I cert ainly - you mean go up between now and 
Tuesday? 

Yes. 

2:!.3 

Tomorrow is Saturday end I can' t very well see him 
on e Sunday. 

No, but could you see him Monday? 

I ' ll certainly try . I could phone tomorrow and 
see about his appointment s for ~onday . 

Yes. 

I could do that. 

V~en is the next SI S meeting? 

On the 13th end 14th of June. 

\'/ell , that ' s too far off, 

Too far? 

Yes. I think I ' d call him up and ask him if he 
could see you Monday or Tuesday. 

All right, fine . 

And , see if you cen find out what t hey have ln mind . 

All right. 

Do you see any objections to asking then? 

None whatever. 

Ah- he. 
And it's - it ' s in line with your idea that we might 
vi sit these people oooaoionolly any way. 

That ' s right. That ' S right. \\ell , everybody in tbe 
gr oup seell's to be a 11 ttle bit worried about it. 

Yes . 
And if you could sort of clear it up , I think it 
"'"Ould be helpful. 
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I - I shall be very glad to phone t omorrow -

Yes . 

And see if I can have an appointment for ~onday 
or Tuesday. 

Yes . Now, just a moment . 

All right. 

(Pause) 
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Knoke says t het you want to be sure t hat you don ' t 
imply t hat v;e are in any way worrying about it. 

Surely. 

It' s just t hat whet we•a like to know is- what is 
the policy that they have ln mind . 

Yes. 

See? 

Yes. 

I mean t he - the gold they ' re sending in relation 
to al l the res t iS not very big -

No. 
But what we ' d like to know is what have t hey got in 
~ind - whet is t heir objective. 

Yea . 

See? 

Yes . 

Beoeuse t hese other banks Wben they send us gold , 
like the J apanese , they go under a very elaborate 
explanation what they ' re sending it over here tor 
and what they expect t o us e the money tor. 

Yes. 

Now, we ' re very glad to have t heir money on the 
target but ~e•re just e little curious. 
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Yes , yes . 

See? 

Yes . 

You get t he i dea? 

Bello? 

I say, you get the i dee? 

I - I get i t . 

All right. 

May I ask you one quest ion? 

Surely. 
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That 23 mill i on hoe come si nce !.!ay 10 or on May 10? 

No , since !ley 10 . 

Si nce May 10? 

Yes . 

I s ee. And you t ell me t hi s is gold which t he 
Bank of France puts f or t he account or t he BIS? 

Yes. 

That ~~s not for swi t zer land,, too , was i t ? 

Just e moment . 

(Pause ) 

That ' s fo r t he BIS account. 

I s ee. I wonder ed i f i t was for some other central 
bank. 

Well , we don't - al l we kllow it's coming here and 
as r api dly as it ar r ives , t he gold i s being sold . 

I s ee. 
But if it' s f or anybody other t han the BIS, we don ' t 
know it. 
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6 

I see, because I asked at the Bank of France when 
I saw t hose two invoiaee t he other dey -

Yea . 

And they didn 't know any - any background at all . 

\"1ell , we don ' t either. We have no background on that. 

I see. 

No. 

There's nothing you went me to do at Basle? 

No. 

Then I shan' t stop t here unless it be to change 
trains. Sanetirees Becbmen 

Yes. No, I - I think it would be worth going up end 
having s little t alk with him. 

Yes. 

Yes. 

Will - will you send me en instruction? 

Yea. 

Is Feis there with you now? 

No, No. I ' ll ask Taylor to call up Feis and tell 
him to ask you to go up to Switzerland . 

Be sure end get the wire off tonight. 

We ' ll get it off in five minutes. 

Fine. Then I - I can be there. The office will be 
closed here on Sunday and ll!ondey. 

Yes, they ' ll get it off right sway. 

Fine. 

All right. 
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7 

I s ent you two wires today. The s ituetion'& not 
so bright. 

I see. All right. 

Fine. Tben I ' ll - I ' ll wire you as soon as I oome 
bsok. 

Thank you. 

Fine. 

Good- bye. 

Good- bye. 
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P!JUli!IJLlSJC or S.IO'l'IOI 011: OF 'l'ELIGIU.M R.IOIIVED 
I'ROll; .AIIer1can !lllbaaiiY, Par ie, rrance. 

DATI: Kay as, 1937, a p .m. 

10.: 894 

FROll OOOHR.Ul. 

STRICTLY OOIFIDEI'l'IAL. 

'l'hie morning at the Bank of J'r&DOe I learned that 

the Frenoh oontr ol has lost foreign exobange every dny 

• 

the past ten business daya at the rate of around 50 ,000 ,000 

fraDcs per day. The )lax1mnm daily loua was around 100,000,000 

and the minillnlll as,ooo ,ooo. Therefore today the French 

etabilizat ion f und baa on band aligbtly over three billion 

franca i n foreign exchange and in gold. To meet ito ccd 

of the month requirements it is considered qui te probable 

the Treasury will exhaust its balance with the Bank, which 

as of May 20 wna one bill ion f orty two millicn f ranca, a nd 

it will be obliged also to draw upon ita cr edit with the 

BaDlt of rranoe. 

There ha-..e been disousa1ona at the r ecent meeting of 

the Cbmm1 ttee eupervi sing the Frenoh control fund regarding 

atepa which should be taken to r ight the French financial 

and monetary pocition. I t ia reported t hat Cariguel inaiet ed 

that this i a a matter beyond ccrreotion through any tech­

nical etepe which the exchange contr ol fund or the Bank 

of France could take thB!Ilaelvea. The suggestion waa made 

by Rueff, it ia oaid, for an inoreaae in railway rates, but 

this suggestion waa d1 scouraged when 1 t waa ravealed that 

a rise of 10 percent • ould only bring in around 1,000,000 ,000 

trance per year 

!U:Ln DD S.IO'l'IOI on . BULLIT'l' . 
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PARAPHRASE OF SEOTIOB TWO. Tel egrp Bo. 694 of J.lay 38, 
1937 , from t h e Aaerican ~baaey, paris . 

while approx11118.tely six billion franc& 1B the r ailways ' 

def icit. The fact is realised by the more practical 

members of the committee that the railway situation is 

so bnd that admini stratiTe meauures of refor m would not 

be enough to put the r a.Uwaye on a sound basis, and that 

it wi ll be necessary to take s ome deciaiTe action. One 

expert has recommended a for c ed conTerei on of all GoYorn­

ment and rai l way eecuritiee toward t his end and t o reduce 

the Government's heavy burden of carrytng the national 

debt. Doubt was expreeaed by this expert that the Gove~ 

ment would take such a atop realizing that 1 ts downfall 

might very conceivably follow. I t iG reported that one 

of the measures most likely to b e considered by the Govern­

ment is that of incr easing taxec from July 1 by approx­

ime.tely five billion france per year. Baudoin has left 

Paris on a motor trip to Venice, and he is t o be gone 

until the end of the month. 

I have bean t old that when Schaoht, during his con-

versations here, demanded t he reduction of intereot rate 

on the oawes and Young bonde as n condition to oigning 

t he Franco-German oommeroial treaty, Rueff i naiat ed tla t 
the 
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the teru of the loan oont:raota be aet by Ger-.:o.y. n 

11 reported that SObaoht told Rueff he waa talking lUte 

another Po1noare. The reeponee of Rueff 18 aaid to be 

tbat he wa8 nattered to be compared with 80 ·illuetr1oue 

a 8ta'te8a&n, but be added that Sohao.bt should realise 1t 

would be 1mp088ible for Franoe to apprOYe of a lower rate 

of 1ntereet on the two German loans than the l"rench Treae­

ury ie now baTing to pay for 1te own loane. 

EJID MJ:SSACB. 

BULLITT. 

J:A:L'II 

Regraded Uclassified



.. 

221 

RB 

Secretary of State 

''laohinGton. 

696, Uay 28, 5 p . m. 

FilO!.! '::OCliRAN . 

GRAY 

PARIS 

Dated May 28, 19:37 

Rec 1d 4:05 p , m. 

~lthJUG~ exchanse market is rather quiet this 

afternoon, ubservers believe French control lost con­

sidorable amount of sterling this fo renoon between 

110 . 66 nnd 70. Since noon franc O•lntimtlnt is impi'Iwed 

on report t~1at on next Tuesday there will be l aunched 

a plan for L~creasing French stamp an~ aome other taxes 

importantly, to relieve French budGetary situation. 

Swiss private banks were important buyers of dollars , 

one Paris /~erican Bank sellinG them one million; Swiss 

franc is consequently weaker, French ro~tes unchanged 

to sli(5lltly up . 
Customs Committee of Chamber has approved proposal 

for givinG r;overnment full povoer to modify customs tari !fo 

but has ~ended the measure with a provision r equiring 

that the c~vernment shall not on any pretext establish 

exchanGe control without prior specific legislative 

authority. 
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RB - 2-#696 1 1\a;r 281 5 p . m. .t'rom Par ill 

authority . 

Chamber Committees or Foreign Affairs and Finance 

will meot tocsether to discuss proposal for French Govern­

ment t o c ive its guaranteo to conversion loans of Czech­

oslovak i n nhich are being issued on Paris market this 

and no:~tt year . 

BULL ITT 

CSB 
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Secret~y of St~te, 

Wash1nston. 

315 ~ay 28, 6 p .m. 

&ray 

London 

Dated May 28, 1937 

Received 2 PM 

• ~R TREASURY PROM BlJl'TERIVORTH. 

/'P" A.!,)pt'tNiate receiving your telegram of yesterday, the 

subo"ance of ~bich I conveyed to the British Treasury at 

a meeti~ \1ith Phillips, 1'/aley o.nd Bewley today. Phillips 

said t hat 'to ,.,as most interested to have this informs.tion, 

that wher co.s ~e must admit that be was r.:>t tully acquaintetl. 

wit h the Japanese posit ion, nevertheless , he could no t 

help feel~ that it l?aS not e.G bo.d as t hey were inclined 

to make out . 
Waley remarked that this meeting was most timely sinc3 

Araka~a had without prior notice called to see him yester­

day 11ben he was out . He assumed that Arakawa now "ished to 

take up the question of the possibility of Japan adhering 

to the tripartite monetary o.Gr oer.umt {my 189 April 2, 5 

p .m. ) and in turn he did not wish to be particularl y 

specific with Arakawa without prior consultation with us . 
The question 
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The ques t ion lias 1f Arakawa aslted whether Japan would be 

welcomed as a member of the tripartite agreement could one 

so.y "yes"? At this point Bewley interposed to say that 
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he had understood from Arakawa that Arakawa had discussed 

this matter at the American Treasury in February and had 

r eceived tho impressi on that inasmuch as Japan had no 

equalization tund and had instituted a system of exchange 

controls nhe nns inadmissible from the American point of 

view. ~aiey queried were there two aspects of the tripartite 

monetary arrangement , viz ., the declaration of principl es 

of Sept e1rtbe1' and the gold arrangements of Oetober? 

Therefore was :~.t not possible for JA.pan r.o adhere to the 

Sept ember dec~arations even though che had exchange control? 

He referred to the ~orne-Berlin axis in much the same t erms 

reported i n m:y 189 of April 2, 5 p .m. , and said that there 

was an added advantage since suoh an adher ence might act 

as a deterrent toward further depreciation ~f the yen . On 

the other iland, the tripartite monetary agreement had 

helned to keep the French away from exchange contro~ and 

the admissi on of a country with e~ohange control might 

have the disadvantageous effect of weakening the French 

position. In this connection «aley emphasized that 

Amerioats position was somewhat different from Great Britain'~ 

because of 
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RB Po.~e 3 from London (/315 L!ay 28, 6 p . m. 

because of the free gold market here but at the same time 

there was no desire here to move except in concert. 

I agreed to obtain informati on regarding the American 

attitude and I mentioned that ino.smucb as Jlonday was a 

holid~y i t uould be difficult to receive i t before Tuesday . 

Pressed for my personal opi n ion I said that my instinct 

was to lJO~ upon the September and October arrangements 

as a unit :.:1C: that aside from the d isadvantage mentioned 

by ··ro.1ey :..t r..a~·dly seemed an a ppropriate time to vteaken 

the tripartite monetary arrangoment especiall y as the 

benefits of Japanese adherence r1ere completel y i nta!l8 ible . 

Phillips Q :: rassed a(;reemont l?ith this vi.evt and said that 

if he were csnvinced that tbere is uny serious danger of 

J apan •s rurtcer depreciating the · en in the near future 

he 11 1'1ould oe willing to consider doing almost anything 

that mit;ht ::top it" but he could not teel that t he danger 

vtas real o.t ;:res ent and that he too f elt that nothing. 

should be t:lonc to \1eaken the tripartite monetary arrange­

ment if it could be avoided. Ho concluded by saying that 

tho weakneso of the yen was fundamentally due to t he weakness 

of the Ja,,:mese budgetary posi tic.n which in turn was caused 

by excess. a rmament expenditu~ 
Sir John SiJDOn has assumed the Chancellorship of the 

kxbbe~uer in CbNaberlain ' s Government. 
BDIGBAM 
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PARAPHRASJ: OF TELJ:GIW4 REOJ:IVED 

FROM: American Embauy, Tokyo , iapllll 

DATE; Kay 28, 1937, 8 p.m. 

no.: 138 

fOR SECRETARY l!ORG:s:NTHJ.U. 
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There is a prevailing impression t hat the import 

tU:change 11oe!l8ing system established on January a, 1937 , 

under t he foreign exchange c ontrol law will shor tly be 

revised but not later than the t hirty-fir st of July, 

on which date renewal .of the eyet .. will be consi dered. 

Rev ision of the system will probably provide for bring­

ing the pr esent limit of yen 30,000 for t r ansact ions not 

requiring off icial per mits down to the lower figure, pr ob­

ably yen 1,000 in order to prev ent evasion by i.mportere 

using •straw men• to cover i mports which would in the 

aggregate greatly exceed the syotu' c. present liJ:Ii t of 

yen 30,000 . 

Foreign banlt representatives in Tokyo are of the opin­

ion that the f oreign e~change oentrol law may be reviaed 

so as t o incorporate more rigid control over remittances for 

other than essential import t rade requirements, for t he 

acquisition and withdrawal of Japanese securities issued 

abroad, nnd for t he muni t iona and al lied industries. It 

is said the JiD&noe Winiotr y deemo t he measures contemplated 

necessary. The Finance JUnistry 18 r eportedly much con-

cerned 
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oerne4 over the adYeree visible t rade balance exoee41na 

500,000,000 yen on the t wentieth of lla•J· The obaervera 

mentioned think that preparation• are going on far othar 

aeasures which are 4esignecl further to restrict illlporta 

to offset to as great an ext ent as posaible the unfavor­

able t r ade balance which i s i nevitable , notw1thatand1ng 

the heavy gold export&. 

Since January gol d exports have alree.dy reaobecl 

approxi-tely 150,000,000 yan. By Decuber t hey are 

likely to be increased by an additional fifty m1111ona, 

thua consuming estimated 1937 production. 

GREW. 

h:Lft 
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PARAPIIRASI OF TJ!LIOIWI SliT 

TO; .bler1oan llabassy, Paris, J'ranoe 

DATI; llay as, 1937, 6 p.a . 

JO. : 3':5 

The Secretary of the Trea1111ry asks that cochran 

be authorized to go to SWitzerland early next week on 

matters d1souase4 on the telephone between him and 

Secretary Morgenth&u. The Department of State ts agre ... 

able unless the Ambassador has obj ection. 

ULLIS, ACTIJG. 

EA;Lft 
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To: 

From: 

Secretary Korgenthau 

Dr. Burgeee 

)o!ay 28' 1937 

Treasury bond market was strong although not active 

today. Quotations tended higher during the session and 

cl osed at the h1ghe ot the day. The long bonds were 

unchanged to 6/32 better on the da,y . The i ntermedlatea 

were 3/32 to 7/32 better and the three short bonds were 

more or leas unchanged. Guaranteede alao moved higher, 

F. F. u . c.• e closing 2/32 to 8/32 'better and the H. O. L. o.•a 

5/32 better. Turnover ot Treasury and government guaranteed 

bonds on the board totaled $755,000. Note market was dull 

and quotations tended slightly higher. The 1939 through 

1941 maturt ties were generally l/32 up trom yesterday. The 

new 1 l /4e were 3/32 up on the bid eide. 

Domestic bonds were unusually quiet and there were 

only minor price ollllngee. High grade bonds in general held 

tirm at yesterday'• closing levels; second grades were 

slightly ott trom yesterday. 

Forelgns were more or leas inactive, with no price 

changes ot consequence. 

No purcbeaee tor Treasury t oda,y. 
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H.M. Jr: Bello? 

May 28, 1937 
11:07 a.m. 

Operator: Governor Harrison. Go ahead . 

H • .W .Jr: Bello? 

Harrison: Bello? 

H. M. Jr: Bello? 

H: Good morning, Be~y. 

H.K.Jr: Good morning, Geor ge. 

B: Henry, I Just wanted t o keep you posted about this 
Russian thing. 

B.M.Jr: Please . 

H: I got a telegram yesterday -

H.M.Jr : Yes. 

H: - in wllich they f'ormally r equest tne opening of' an 
account. 

H.!i . Jr: I see. 

B: And ref'erring to the terms and conditions which we 
sent t hem a copy of. 

B.M.Jr: Yes . 

H: And they also say that they are mailing us the in­
formation which we asked them to send us. 

H. U, Jr: Right. 

B: How pending the receipt of t he inf'ormation, ther e 
isn' t anything that we can very well do. 

H.M.Jr: I see. 

231 

B: However, we cabled them yesterday telling them -
t hanking them f'or their cable and saying that we 
would submit their request to our Board of' Director • 
and so on as soon as we got the information and 
bad a chance to study it. But I Just want you to 

know that tbe thing 1s in the works. 
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B. loi .Jr: 

8: 

l! . loi . Jr: 

H: 
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8 .K. Jr: 
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II . IA.Jr: 

8 : 

8.K. Jr: 

8 : 

li .M.Jr: 

8: 

8 . lii.Jr: 

!1: 

a . rl.Jr:· 

a: 

-2-

Is that the customary way to handle it? 

Yes, that - that is . 

I mean you - you wait pending the information? 

Yes, we 've - we explained that 1n our rtrst cable 
to them. 

You did . 

And indicated we didn't consider~eir f irst cable 
a formal request, but they're now making request 
and say tney are sending the information. 

Yes. 

And I don't think they would expect us to a nswer 
their request -

No . 

- unttl we got the information we bad asked t or. 

And they also most likely wouldn't make a formal 
request unless they thought tbe information they 
are sending would be satisf ac tory . 

Yes, that ' s quite right. 

Yes. 

I was rather surprised that they came through as 
quickly as they did about all the information be­
cause we asked them for a copy of their sta tement 
of condition, -

Ah-ha. 

- wn!ch bas never been published ever - not that I 
know ot. 

No, I don' t think it has. 

Ab-ba. 

I know what we better do - I think we ' d be puttina 
our necks out if we went any turther than this now 
before we get their statement because then tbure 
would have been no point 1n askin& for it. 

• 
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H: 
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No, I think it' s all right. I - I appreciate your 
telling me. 

but I Just wanted to let you know where it rests. 

:i es. 

I understand we picked up some stuff out there that 
they ' re pretty t ough customers to deal with. 

Well, I s aw some copies of the conversation Knoke 
had with Cariguel. 

Yes . 

That - on the gold . 

Yes. 

About the excesses. Or course, there's always two 
sides to every story. 

On, surely . 

And, naturally I haven't asked them what their side 
is. 

No, no . 
Because then they' d know that the French were talking 
t o me . 
~urely . I think tha t's better not to tell them. 

On, I wouldn ' t dream of telling them. 

No. 
but what I am doing t oday if I can get hold of Cochran, 
I ' m going to ask Cochran if he can talk to Bachman 
over there in Switzerland, and find out wby they're 
sending all this gold over here. 

'Nell, they're - they're just releasing gold that 
they ' ve got earmarked, isn' t that all? 

llo . Both the conversations that Knoke bas had with 
Cariguel and Bolton - they all !'eel that the Swiea 
are doing a little - oh -
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Oh, I agree. I think they ought to and I can't 
understand it. 

No. 

But I meant I thought tha t they were only - I 
didn't Know that they were shipping us gold. 

Well, thet'e 1 s - there 1 s 11 million 1n transit. 

From Switzerland . 

Yes. 

Ah-ba. 

Swiss National Bank. 

I see . 
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And tbe fact that both England and France don' t 
understand what it 1 s all about - I was going to 
put it up to Cochran whether he felt be could, 
very dtplomatically, sort of question them, see? 

Yes. 

And especially when I got that memorandum from 
Knoke yesterday of his conversation with Cariguel, 
and since tbey don1 t understand it, I think it per­
fectly proper to ask information. 

Yes. 

Yes: 

Yes. 
But everybody tells me that the Swiss are a little -
what shall you s ay - over-smart? 

They're pretty smart. And way, I think Bacb4on 
really in one way is pretty stupid, too. 

Well -
He's - be' s stupid and he ' s s~ , and be gets scared -
be's sldttisb. 
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Well., I ' m- I •a going to leave it there . Cochran 
is pretty good at tnis s tuff . 

Xes. 

See what he can get . That' s about all? 

Xou know I don' t forget this point that I didn ' t 
go abroad when I thought I was going to this spring . 

(Laughs) 

Well, thank you -

They made al.l - all. t ha t trouble then. 

They do . 

Yes . 

Xes. 

All right, Henry. 

Thank you. 

All r ight. 
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1AE.ETING RE TJ.X LOOPHOLES l.lay 28, 1937 
9 : 30 A. ll . 

Present: 

Gaston: 

B. :.I.Jr: 

Gaston: 

H.M. Jr: 

Gaston: 

Mr. Llagill 
!Ar. Oliphant 
l.lr. Gaston 
J.!r. l:lelvering 

••••• ••• speech which Shofroth made before the 
Tax Committee of the American Bar Association on 
thls subject of people •.vho adopt - set up foreign 
corpora tions. He went over there and they called 
up from Shafroth's office and got Shwartz- I was 
out of the office - and wanted to know who this man 
Dickson wa s , and he told them thst he was the repre­
sentative of the Universal Ne>ISService organization. 
Well , Shefr oth saw him and ho had this speech with 
him and ask him some question about it. Re said be 
understood tbat there were - this stuff is in the 
bead here (referring to article in Washington Herald 
of May 28) - that a hundred American millionaires 
face fraud prosecution. Sbafrotb said be didn't 
know anything about that, about the number, but be 
admitted that he did make this speech about people -
just repeated what he said in this speech. Then 
Dickson wanted to know something about whet they did 
in the way of fraud prosecutions and Shafrotb explained 
the routine of fraud prosecutions . 

Well , Herbert ••••.. 

.E.xcuse me . 
All right . 
minutes . 

(White Bouse phone buzzes) 

(On White House phone) Hello. Wba tl 
I haven ' t even r ead it. O.K. Ten 

President says you (Magill) and I should come in ten 
minutes . 

well listen, on Sbafroth, just give b1m a nice little 
fatherlY t alk and let this be a lesson. 

I •ve done that. 

All right . 

I have done tbat. 
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Want me to take that apart for you (referring to 

memo to President on tax loopholes)? Shall I give 

copies to these other men and let them pray silently? 

I ' m more than pleased to leave it in your (Gaston) 

hands, and I think everybody else is in the room 

too. But I think l e t this be a lesson to Sbafroth . 

(All read memo on l oopholes) 

Now, you have seen all of these in one form or 

another. 

Where i s the difference? 

Well, the first page is essentially the s tuff that 

he dictated yesterday . 

I s ee . 

\Vellf 
and 
place 

And the r est i s the same? 

the rest bas got the modifications he made, 

put in one or two additi onal instances from 
to place . 

Well, let me take two minutes. I can read it as he 

goes along. 

This ~ wha t the plan is, see? The President decided 

yesterday that this is to be a message to Congress, 

as I understand, Tuesday, see? And f irst it was to be 

a letter to Harrison; now it's going to be a message to 

Congress . And t hen the i dea that we refer to Harrison 

and Dough ton and they 1re going to appoint a subcommittee 

and t ake these questions up at this sessi on, see, of 

Congress. ' 

There are no names 1n this thing . Now, I still haven' t 

had - I mean I 'm suspici ous how these names are going 

to get out . I • ve asked three tilDes. I s it clear to 

you (llagill) yet? 

Yes, I think that what he has in mind is tha t the 

Committee shall give out this evidence and shall give 

out what they are receiving. 

Well , I - no, no, I think there is an in-between step 

which he doesn' t wa.nt to tell me, which be's got up 
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his sleeve, how these names are going to get out; 
because after all I left him Oliphant • s memorandum 
and I t hink the old boy knows - "What• s the use of -
what Henry doesn' t know won't worry him." 

And what he doesn ' t know doesn't bother him . 

So I think there's something in between there which 
Harrison and Doughton a re in on. The fact I wasn't 
invited t o that meet ing makes me a little suspici ous. 

You sew this Turner Catlett story . 

Yes . 

Of course, t hat's perfect ly •••. • .. 

Harrison called me up this morning before I came 
in. Be wanted to know whether anything was coming 
up today and I said I didn ' t know. 

My statement was , "We ' ll get something," and then 
they said, "What did you see the President about?" 
"About tax evasion," and that's all I said - about 
ten words. ~nd that was what - and they called me 
twice to tell me to go out and s ee the r eporters. 
I was ordered to go out . 

I think we better walk over. I tell you what we do. 
You haven' t got a copy . I t hink .<e - es soon as .... 
Let's leave it this way: as soon a s we come back -
if you don't mind, Guy, I 1ll ask you to come over 
again, because this is terribly important. If you've 
got any suggestions to make or Oliphant's got any 
suggestions to make, there's still time , because I 
don't think this thing i s going to go up before 
Tuesday . 
The thing we want to b e sure of is tha t we are 
absolutely sure of all our facts and all our state-
ments . 
Well now, you haven ' t got enough copies to leave with 
Belver ing and Oliphant. 
Well, bow many do I need to take over ther e? 
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Well, two, one tor the President and one tor ~e. 

We •ll get one more and we'll be all right. 

What about that message stutt? 

I've got one here. 

Just t ake over two copies and you leave one tor 
Oliphant and one for Belvering, so they'll be 
studying it. 

Do you want to keep one, Herb? 

Be can give up his copy. 

You want another copy or two of his message 1n which 
this is t o be stuck, don't you? 

If you could do it - Jus t why don't you let Herbert 
fix it up and you and I go; and I take over an 
original and o copy and let Herbert fix each of these 
people up with an original and copy . 

\'/ell , there 's no fac ts in the transmittal of the 
message . 

I want y ou two men to have the whole thing, have 
a chance to look-see . 

The President proposes to put on an introduction 
and conclusion to the message. 

Stay here, Herbert, and get thes e two gentlemen 
fixed, will you, out in Magill's office; give them 
a copy of the message, a copy of my letter to the 
President, and explain it to them; sit down and tell 
what's happened since yesterday, end bring these people 
up-to-date. 

I want to get one more copy of this. See you out in 
the hall. 

I think we're al.l right. 

Now, I gave him that joint resolution- been worked on 
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about a year , this Constitutional law question, 
the right •• •• • 

B.M. Jr: Excuse me? 

Oliphant: - I mean done in a certain way because of a Consti­
tutional law matter. I gave it to him, if there is 
aey question about 1t . 

R.U. Jr: Now, when I come back I 111 report back exactly what 
happened, see? But it's up to you, Herbert, to 
see that these fello.s get copies. 

Helveringt You 1ll be there some time, I suppose, won't you? 

B.M.Jr: Oh yes. But I'll let you know. But as far as 
Shafroth and that, t hat 's a closed book. We got 
enough troubles . Thank you. Sorry to drag you 
over, Guy, but I really - it's coming so fast. 
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I 1 m calling up a bout what tbe Swiss National Bank . 
bas been doing recently, see? 

About what? 

The Swiss National Bank. 

Xes . 

Now, on Yay 10 , they sold us about $23,000,000 
of gold - shipment May 10. 

Yes. 

Tllat was gold t hat tbey llad earmarked with the 
Federal. 

't es. 

Bello? 

Yes. 

They bad earmarked with t he Federal about 
$29 , 000, 000 . 

Yes. 
Since the tentb of Yay, tbey•ve sold us about 
23 million -

Yes . 
- wnich leaves about 5 million s till e armarked witb 
the Federal. 

Yes . 
Tbey have in transit anotber ll million. 

Yes. 
Now tbey •ve kept tbeir doliar balances intact bere 
so it looks as though they needed the money tor some 

purpose . 
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I see. 

How, both Knoke talking witb Cariguel - Cariguel 
has raised the question and so has Bolton, see? 

And so has who? 

Bolton. 

~es 

How what are the Swiss trying to do? 

Yes. 

And they're all a little timid about asking them. 

Yes. 

But they don't aey of them say that they're very 
close to Dr . Bachman. 

I see . 
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And I wondered whether you felt close enough to 
sort of inquire in 4 very diplomatic way -what ' s 
it all about? 

Well, they •re -

What ' s that? 

lie ' s a very unsatisf actory person to talk with over 
the telephone. 

What ' s tbat? 

I say he is a rather unsatisfactory person to talk 
with over tbe telephone. 

Well, how - how about going up to see him? 

I 'm quite happy to do tbat an,y time you say it. 

Well , ah -

You see I •m close enough to bim so that I can 
speak very frankly witb hia. 

Wall, I tbink I 'd find out, and aaybe between now 
and Tuesday - could you a rraDie 1t7 
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l certainly - you 111ean go up between now and 
Tuesday? 

Yes. 
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Tomorrow is Saturday and I can' t very well see hilll 
on a Sunday. 

No , but could you see nilll llonda,y? 

I ' ll certainly try. I c ould pnone tomorrow and 
see about nis appointlllents tor llonda,y . 

Yes . 

I could do tnat. 

Nllen is tile next BIS meeting? 

On tile lJtn and l4tll or June. 

Well, tnat•s too f ar off • 

Too tar? 

Yes. I think I'd call 111m up and ask him it he 
could see you Monday or Tuesday. 

All right, tine. 

And, see 1! you can find out wnat they have in aind. 

All right. 

Do you see any objections to asking them? 

None wnatever. 
• 

An-ha. 

And it ' s - tt• s in line with your idea that we mi&ht 
visit these people occasionally any way. 

Tnat 's rignt. Tnat's right. Well, everybody in the 
group seems to be a little bit worried about it. 

Yes . 

And i! you could sort or clear it up, I think it 
wwl.d be nalp!ul . 
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I - I shall be very glad to phone tomorrow -

Yes. 

And see if I can have an appoint11ent t or lolonday 
or Tuesday . 

Yes . Now, just a mosent . 

All rigbt. 

(Pause) 
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Knoke says that you want t o be sure that you don't 
imply that we a re in any way worrying about it. 

Surely. 

It' s just that what we ' d like to Jmow is - wbat is 
the policy t hat they have in lllind. 

Yes. 

See? 

Yes. 

I mean the - the gold they're sendi ng in r elation 
to a l l the rest is not very big -

No • 

.. ut what we ' d like to know is what bave 1h ey got in 
mind - what is their objective . 

Yes . 

See? 

Yes . 

Because these other banks when they send us gold, 
like the Japanese, t hey go under a very elaborate 
explanati on what they're sending it over here for 
and what they expect t o use the 11oney tor. 

Yes. 

wow, we' r e very glad to have tbeir 11oney on the 
target but we ' re just a little curious. 
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Yes, yes . 

See? 

Yes . 

You get the idea? 

Bello? 

-5-

I s ay, you get the idea? 

I - I get it . 

All right. 

May I ask you one question? 

Surely. 

Tbat 23 million bas come since May 10 or on Yay 10? 

No, since !lay 10 . 

Sl nce !lay 10? 

Yes . 

I see . And you tell me this is gold which the 
~ank of France puts !or the account of the BIS? 

Yes . 

That was not !or Switzerland, too, was it? 

Just a moment. 

(Pause) 

That ' s for the BIS account. 

I see. I wondered if i t was for some other central 
bank. 
Wel l, we don' t -all we know it' s coming here and 
as rapidly as it a r r ives , the gold is being sold. 

I see. 
But i f it's f or anybody otber tban tbe BIS, we don't 

lmow i t . 
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I see, because I asked at the Bank of France when 
I saw t hose t wo invoices the other day -

Yes . 

And they didn' t know aey - any backgr ound at all. 

Well, we don't either. We have no b ackground on that . 

I see . 

No . 

Tnere ' s no t hing you want me to do at Basle? 

No . 

Then I sban1 t stop there unless it be to change 
trains. Sometimes Bacb.llan 

Yes. No , I - I think it would be worth going up and 
bavi~ a little t alk with tlim. 

Yes . 

Yes . 

Wi ll - will you send me an i nstruction? 

Yes. 

Is pels there with you now? 

No, no . I'll ask Taylor to call up Feis and tell 
him t o ask you to go up to Switzerland. 

Be s ure and get the wire off tonight. 

We •ll get it of f in f ive minutes. 

Fine. Then I - I can be t here . The office will be 
closed bare on Sunday and Monday . 

Yes, they'll get it off right away. 

Fine . 

All right. 
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I sent you ' two wires today. Tile situation' s not 
so brigllt . 

I see . All rigllt. 

Fine. Tben I'll - I'll wire you a s soon as I coae 
back. 

Tllank you. 

Fine . 

Good-bye . 

Good-bye . 
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Hello 

Hello 

Hello Kr. Doughton. 

Yes. 

This i s llorgenthau . 

Kay 29, 1937. 
9:07 a.m. 

A11 right, Mr. Secretary. 

lfow- ah- I'm awfully glad you're in town and- 8h­
we expect to see the President shortly and - ah - sort 
of map out a campaign for Tuesday. 

Yes. 

Now ar e you going t o be at your office this morning? 

Yes, I ' ll be in as f ar as I know. 

Well-

I ' ll be here anytime - I might drop out a little but 
I•ll be here anytime anybody wants to see me. 

Well if you don' t mind because I - I•d like to 
just - ah - as soon as I can get at the President -
theyjhe hasn' t had bis breakfast yet. 

say 
Yes . 
Then - ah - we • ll ask him what he 1d like us to do, 
see? 

That will be all right. 

So if you don't mind • ••• • 

Then you' d probably l ike me to come down or would 
you probably like to come up bere and see me yourself? 

Well I don' t know. I want to wait until I see the 
President. 
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W41ll I •ll be r icbt here awaiting 7our call. 

Well it you don• t llind - it will be soaetime this IDOrnlng, 

All right . 

Thank you Yery mucb. 

You•re ver.y welcoae. I want to cooperate any wa7 
I can. 

'!'bank you. 

Goodbye. 
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Hello 

llay 29, 1937. 
9 : 09 a.m. 

Senator Harrison. Go ahead. 

Hello 

Hello Henry, bow are you? 

OB I'm fine. How are you? 

I •m al~ right. 

Now look. I'm aw!UJ. glad you're in this morning 
because .... ...• . . 

You're ~t? 

I •m glad you're at your office •• •• •••• 

Yes. 

•• •••• ••• • because I ' m waiting to hear from the 
President as soon as he ' s had his breakfast. 

Yes. 

And then Bob Daughton's 1n town and I thought 
maybe we co~d get together and decide on our 
strategy for Tuesday. 

Well I went over - ah - I - be - Doc came up 
yesterday. 

Who? 

Ah - llagil1. 

Yes . 
And I bad Dougbton over here and we went over 
t hat whole proposition • •• • ••••• 

Yea. 

• 
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••••••••• and when the message comes down ot course 
it will be referred to the Bouse Ways an! Ileana • 
Com.ittee in the Bouse and referred to the 

Finance CoiiiDittee in the Senate. 

Yes. 

We're going to haTe a resolution t.mediatel:r 1n 
order - ah - tor the President ot the Sen - Vice 
President ot the Senate - Speaker ot the Bouse to 
appoint a sub-committee ot so manr people !rom the 
Bouse and Senate - !rom the Ways and Means on the 
Finance Co!llll.1 ttee •• ••.•••• • • 

Yes. 

••••••••• to take this message and to get all these 
!acts, don't you see? 

Yes. 

Now that' s all can be done i11111ed1ately. 

Well now have you got that resolution? 

We'll have that all fixed and all prepared. I told 
Kagill wbat we wanted and we'll get that up. 

Ah-ha. Well now ••• • ••.• 

I don' t know anything else, Henry, that can be 
done except that. 

Well I didn't know that you traTeled that tar. 

Yes we went OTar the whole thing yesterday and 
the~ attar Magill lett here Daughton wanted bia 
to go OTar there and meet hill and two fellows on 
his coiiiD1ttee •• •• ••• 

•••••••• and so be 41d. 

Well now Pat 1n - where are you going to be trom 
now till'l2 ofclock, it I might ask? 
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I 1m going - I haTe to go to the hospital about 
ll but I tll be here in the office until about 
ll anyhow. 

Until ll . 

Yes, I can come by there if you want me to. 

Well I - I - I haTe nothing right now until I 
saw the President but he hasn' t had his breakfast 
yet. 

Yes. 

See? 

Yes . 

But - ah 

Well I'll be here at the office - ah - you can 
give me a call - It m going down to the hospital 
but I ' ll keep in touch with the office if you 
want me to come by there I'll come by there. 

Well thanks awtull,y. 

All right, Henry. 

Thank you. 

Thank you. 

\ 

• • 
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llr. Knoke 

Good morning. 

Good morn.tng. 

lla;r 29, 19)7. 
9:55a.m. 
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Ah- I thought I 1 d tell you th.is, that - ah -
of course the scare - the gold scare is - has 
broken out again over the week-end; probably or 
very probably as a result of the fact that we 
have two holidays here. 

Yes . 

The supply in London that was offered at fixing 
was extraordinarily largetbr a Saturday - it was 
six million dollars •••• •• • 

Yes • 

•• ••• and the price went down to 70!. 

Yes . 

The - ah - cable - the Bank of England's cable 
stated that they bad to - that they bad to take 
the full amount as there were no other buyers . 

Yes. 

Ah - the Bankers Trust Compa.ny Just called me up 
to say that one of their clients - Lemberg, which 
is an Argentime firm - ah - and Which is in inter­
national banking firm • • •••• 

l:low do you spell that? 

L-e-m-b-e-r-g. 

Yes. 

• 

Lemberg, an old - I understand an old Ba•arian 
family that emigrated years ago . Active in 
&rgent1ne financing wbicb. sold five million dollars 
worth of gold - ah - about tb.ree or four weeks ago 
tb.rough tb.e Bankers 1n London • • •• 

l:l.ll . Jr: Yes. 
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•• •• is planning to sell six million dollars on 
Monday • •.••••• 

Yes • 

••••• and tne Guaranty call •• • - the Guaranty 
London asked Guaranty Naw York whether they would 
make a bid and the Guaranty New York c ame in t o talk 
to me and I told t hem all I could say is that I 
positively knew of no change - ah - ah - in the situ­
ati on, 1n other wor ds, if the Guaranty bought the -
thought it was a good purchase three weeks ago it was 
a good purchase to-day; a better purchase pr obably 
because the pri ce was a little lower •• • •• • ••• 

(Laughs) 

•••• • ••• but beyond that, of course, I couldn' t go . 

H.M.Jr: Yes . 

1(: 

H. ll. Jr: 

1(: 

H. !.I .Jr: 

1(: 

H. M.Jr : 

1(: 

ll.M.Jr: 

K: 

Now they a re cabling - they wanted to cable back 
that t hey didn't want t o make a bid because it was 
a holiday I suggested, although it's none of my 
business, that if I were in their boots I wouldn' t 
cable that but I ' d simply say that they had ten 
million gold on tne wat er , of which five million was 
coming in her e over the week-end and on Tuesday t hey ' d 
be willing to talk business agai n but ten milli on was 
the limit that their Execut ive Committee had set for 
them . 

Yes. 

That, I tbink, is the better answer. 

••no t ook that six million t o-day? 

Tne Bank of hngland . 

Ah-ha. Well I ' m glad to have a couple of minutes 
to talk t o you because - an * I was t al king the 
o•her day - ah - with Gordon Rentschler • • • 

Yes • 
••• • •• and ne r aised the point, what would t he effect 
be if we went i n and bought aggressively , see? 

Yes . 
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Would that help the situation an,y? Well I think 
today demonstrated tha t if we bought aggressively 
it wouldn't help an,y because the fact tilat we've 
been handling it t he •81 we have now for weeks -
when they have a very bad day like to-day the 
~nglish take it ••••• 

Yes. 

••• • •• and if we bought aggressively, we ' d get it all. 
Is that right? 

Ah - •• ••••• 

Supposing - supposing we put the price right up that 
we'll take everything of fered at - at 3477 - then we ' d 
get 1 t all, wouldn't we? 

That ' s right. 0! course, I don't think we should 
ever do that an,yhow - ah -

But I •m J u~t raising the point. I- I- 1 ••••••• 

Well at 34 - at 3477 we get all t he gold - ah - oh -
ah - until the waid is satisfied that 3470 - that 
$35. dollar l evel re.mains uncb.anged . 

Yes . 

Ah - at - t hen we are back where we were before 
when the gold inflow here was steady but not 
spectacular . 

Yes, well now - ab - the - ah - well, see if I get 
this thing - what the Guaranty will tell their 
London office is that they're closed till Tuesday? 

Pardon me - it's the Bankers, not the Guaranty . 

The Bankers. 

Yes, the Bankers will tell their offi ce now that 
t heir Executive Committee has - has set a limit of 
ten million dollars tor gold in transit. 

Yes . 
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That - ah - they are - their limit is - i s - ab -
is full ; that there ar e tive million dollars 
arriving in New York over the weak-end so that 
by Tuesday their line will be ope.n again • •••• •• • 

Yes . 

•• •• • • • and on Tuesday t he Bankers New York will 
t alk turkey again. 

Nby will their lines be open? Will they - some 
gol d arrive? 

Yes , there is t ive million arriving to-day and on 
Tuesday . 

Ob I s ee - I see - I see. 

And the moment tha t gold is i n their line, of course, 
automatically is reopened • . 

Yes, well now just bold the wire a mi.nute - I
1ve 

got White and t aylor here - Just a minute will you. 

Yes sir . 
Just hold the wire a minute . (Pause while conversation 
is had aside with the men in t he Secretary ' s offi ce) 

Hello 

Yes sir. 
Ab - after all - if Lemberg wants to sell Monday 
there are other people wbo can buy it besides tbe 
Bankers . 
Oh surely, t he - ab (laughs) on Monday you will 
probably nave a r epetition of to-day . As the 
market - if the market doesn't step in i t wil l be 
the Bank of . Engl ond again. 

Well what I ' m doing here is, we've had a lot ot 
hints thrown out in the l ast three-four months 
in our cables from London from the Treasury there 
and I'm having t hem all writ t en down to-day, see? 

Yes. 
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And - one by one and look them over and then what 
I 1m going to most likely do Tuesday is say , nJow 
look, you ' ve got a new Secretary of the Treasury 
there, st op hinting - if you wan t us to do something 
or you want to t alk- t alk turkey but I can' t under­
s t and all this hint ing business , see?8 I n other 
words - ah • • ••• •• • • ••• • 

Yes, t hat will- ab - ah • •• • •• • 

•• • •• there ' s 8 new man goes i n there what is his 
position? Does be want to talk to us? But stop 
all this hinting - I don' t understand it. 

Yes . 

And they've sent us three or four hints and we're 
putting t hem all down and to-day we 're going t o 
take 8 look a t them - Wonday or Tuesday and t hen 
I think I ' ll send f or t he representative here or 
the British Treasury and say , •Now this is what 
we received during tne last two or three months. 
Uo you fellows want something or are you just 
going to keep on hinting? What does the new 
Chancellor of the Exchequer have i n mind?" See? 

Yes. 
But I got some mor e hint s last night . I - I - I - I 
can't understand hints . If they want to talk let 
them talk . 

(Laughs) Yes 

What? 
Yes, well, of course, not knowing what the hi nt s 
ar& i t ' s di fficult for me t o ••••••• 

VI ell I mean - it 1 s - it 1 s this s tuff about gold 
end is gold in the tri-partite and t hat sor t of 
stuff, you know. 

Yes . 
Incidentally, two things - t hey •ve sent us word 
do we want to t ake the Japanese into the tri- partite? 
.l.he English want to know, see? And - eh - how would 
you reel ebout it? 
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The question is whether t he Japs sbould be tak en i n? 

Xes. 

There is only one answer - • yes. • 

Really? 

'/ell tllat's my feeling but, of course, assWDing that 
~be Japs will - wi ll live up t o the terms of the 
conditions as they exis t between the other par ticipants. 

Xes. 
Well I tllink the - ah - the more you can broaden out 
the tri- partite agreement a.ong the leading nations, 
tbe bet ter it i s . 

Ab-ba . 

I don' t think it hurts much Astonia in or Lithuanian 
but if you can get Japan to join I think that .. .. .. 

Well hasn't she got exchange control? 

I beg your pardon. 

Hasn' t she got exchange contr ol? 

Well that's - I said befpre if she agrees to live 
up to the t erms that the other s have laid down tor 
themselves . • ••• • • 

B. II: Jr: Xes. 
A •• • • ah - I ' m not s ure that Japan will do it. (laughs) 

K: 
But - a b . .• . • 

H.II.Jrl 

K: 

Well - b ut you ' d encourage them? 

Oh yes - yes -you don' t reel diff erent ly, do you? 

Not if they'll live up t o their terms . 
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Viell , I aean 1t all d epends on that . 

HDw, the other tiling for your own 1ntoraat1on only . 
I 've asked Cocbran to go t o see Dr . Bacbaan 1n 
Swit :Toerland llonday or Tuesday -

Fine. 

- and ask 111m what all the slloot1ng 1s for , see? 

Fine . 

He knows Bacnaan very well. 

Yes . 
and I 1 ve asked 111m t o go there Monday or Tuesday. 

Yes. 

And find out what tlle1r policy 1s. 

Frankly, I'm very mucn exercised over t he way Bachman 
bas act ed. I t ll1nk -

les - so I gathered , and I gathered that neither the 
English nor the French know. 

Yes, tnat's positive - at least that ' s my positive 
information. 
So, all - Cocbran will b e there llonday or Tuesday . 

And that ought to hel p. 

Yes. Well, now a s to tn1s immediate situation, I 
think I ' d let 1t ride and I - I - where will you 
be Monday? 

I' 11 be home . 
Well , I ' ll be home. You can call me . I mean I'll 
be 1n Wasll11liton. 
Yes. I •m getting posted by the Guaranty Trust on 
Monday 111ornilli as to wnat ' s doing. 

Yes . But the onlY tiling tnat 1 s happening on it 1s 
that the English are going to have to take a little 
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more gold today and aaost likely a Uttle more Monday . 
What -what's the aaatter with t hat? 

On, there 1 s nothing - there 1 s nothing the aaa tter -
I didn't - I 1aa not aleraaed over the situation. I'm 
simply calling because I t nought you would be 
.interested. 

I'm very much .interes t ed, and - and - they just 
went through another sett lement day, didn' t they? 

~es, a nd successfullY. • 

Now I got f1fi bond chart in front of me, and f1fi bonds 
are behaVing very Kell , and t hat's f1fi bar ometer. 

Well , I think tney •re behaving too well. I tell 
you why - because Ne are again g etting an order 
from the Swiss today to buy $5 , 00.) , 000 of Treasury 
bills at .4~ and we can't get them anY more. 

Well, di d they take anf yesterday? 

On, yes , they have t aken - well, they took - I 
won't say y esterday - they - they - the last tew 
days tney •ve t aken 10 million, a s I t old Lochhead, 
and today ·Ne nave the third order f or 5 million. 

Row will that - when you 1ve finished t his third 
order, now much will that make altogether that they 
nave taken? 

Tney will have taken $15 ,000, 000 . 

Well, well what ' s the matter with that? 

on, nothing at all. That's splendid. 

Dut I mean i f tney want to earmark their gold and 
buy our bills, wha t ' s the matt er with that? 

Nothi ng at all. I - I s i mply sai d that the prices 
ar e- are beha ving too well so that I am afraid 
the yiel ds 'Nill be so low that - that t he Swiss 
won't t ake t hem eny more after awhile. 

Well, I mean they •ve - they've Just been doing 
thi.s for a week, a nd if tbat 1 s their policY, what ' s 
the matter with tha t? 

That policy is perfectly all right. There's no 
fault to f ind with that policy. 
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We•ll give thea soae more bills. They can get so•• 
more. They can buy some of our stutf on the seventh 
if they want to . 

Ah -

- of June, whatever we sell. 

Sure, only I ' m afraid that the rates will be - will 
be up again and they'll seem less attractive to the 
foreigners . 

Well, it 1 s better t han leaving the money 1D tbe 
banks not earning anything . 

True . They started - they wanted to buy bankers 
acceptances irregularly. 

I see . 

And we told them - they came in with an order of 
5 million - we told them the supply was too small 
but we suggested that they might find the supply 
of Treasury bills broader. 

Ab-ba. 

And we i .ndicated t o them - oh, we got them a fair 
offer . 

Jl.h-ha. 

They cabled the f ollowing morning, &nd they accepted. 

Yes. 
~hen the second or der came in at the limit, end we 
told them we couldn't execute it- the limit was too 
low. We made them another f air offer, and they · 
accept ed it. Today is the third order. 

I see . Well, this is the way I fefl, Knoke . Gold 
selling in London at 34.70 - I can t see that it's 
harmful to the United States Government or United 
States businessmen. I don't see that it burts either 
the Government or the United States businessman, do 

you? 
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WeLl, no, the fact that it does - it does not 
but, of course, the disturbing - the price i s 
disturbing and may lead to further disturbance. 

Yes, but it doesn't burt us . 

262 

No, no. It doesn' t burt us in dollars and cents 
but I think it hurts us to the extent that we 
are primarily interested in the stability. 

Well, look what Trip said. I don' t know whether you 
saw that. Trip said - be was most complimentary the 
way the United States Government - the courage, the 
fore'sigbt and statesmanship that we showed 1n handling 
the gold thing, and he wished the English would do as 
much. 

No, I didn't see tbe t. That -

Well, that ' s been in about two days ago. 

Ob, I see. Well, I haven't bad it -

And t hat was what be said about the way the United 
States Treasury had noodled this gold. 

Well, I - I think that is - is very nicely expressed, 
but I • 11 say this - the way Trip blmself bas acted I 
think is very splendid. 

What? 
The wey the Nether lands bas stepped 1n and bo~~&bt 
this gold is excellent. 

Exactly. 
Well , now if the Lnglish would do as well - fine . In 
the meantime, I ' ve bo~~&bt myself two pairs of extra 
so I could sit bere long enough until the English wake 

up . 

{La~~&b.s) 
Now, don't forget tb.at. I •ve got two pairs of extra 
pants and I can sit here, and I've got a nice air­
cooled r oom, and I can sit here until tb.ey•re ready . 

A1l right (La~~&bs) . 
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And nth gold selling at 34.70, and tbe South 
African there, it doesn' t do thea a 
bit of good . I should wor ry . What? 'l.hi.nk it 
over. There' s nothing to worry about !or the 
United States Government, the United States 
businessman or the United St ates banks. The 
worrying is on the other side . I! yQu get 
anything, call me up 14onday, will you? 

All right , air . 

Thank you. 

AU right. 

Good-bye . 
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Baturd.q, 1fa.y 29, leST. 

'1'be Seorotary oalle4 tbot 'lhite Bouae abortl7 atter .n .. o'olook 

and talke4 to Vul.r md Stew l&rl7. Magill aDd OUtoll ..,..,. with Ida 

ill hia ottioe a t t'- tiae. llil lewd that the Prealdellt 111>uld llot 

be able to '" tM throe ot uo wtll , .... tl .. ill tM attii'DOOilo 

Muir waa to Datlty Ida or the hour. The Beorotary thea oalle4 

Senator BarrhCD aDd Bepreautatin Douslrtoa alld arranpcl that they 

ahould •et with Ida ill hia ottioe at 10sl5 to dhouu tlw otreteg 

or hendl111g the me01age Oil tax avoidaDCe llben 1 t abould reaoh tlw Bill. 

J.t the oonf'erenoe at 10tl6 there were preamt t he Secretary, 

Cba.il'lllt.Jl Pat Harrholl ot the Senate Finance C-.ittee, alld l!epreMntatlft 

Doughtoa, Cba.i..,.,. ot the Wayo md Ileana CCIIIIIIIittee, Under Seorotary ~11 

IUid 11r. outoa. 

The Secretary, at the outoat ot tbot coni'erenoe, aaid he tbougj:lt 

it deei rable that -.. ohculd have ....., UD!eratiUidi"'l about the •tbo4 

ot hendli"'! the - tter, whether t.ll inftotigatiCD abould be ocaduoted 

by aeparate o-.itteea or by a joint cCIIIIIIJ. ttee ot the t., houaea. Se~~ator 

B&rriaoa thoupt that a joint OOlll:llttee would be tbot beat •tho<l. n. 

oc.:nttee oould ioaue allbpo-. tor tbo atteDdanoe ot Yi-••• IUid it 

-d to Ida that fiiiJ¥ ill ... atisatioa tbot Treaa~ puraued oould be better 

OOilduoted 1t tbot7 worked Wlller the authority ot a jo1Dt -ttee. 

There ._. a tMU,.,. ot a oertaia -..ount ot reluetanoe to sin the 

rreuUJ7 broad ponre tor uind.epeDilent lJlwoticatlODo •- ot tbo 

work ot actual heari~a .!pt be ooDduoted by a aub-o~ttee, bat till 
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tull oc.aitt .. oould aat ill •Hnr; repNaentati- to CODf:re ... 

lapreaentatl-~Mid tbat there-. oDe q ... atloa be 

thought neede<l to be Mttle<l baton - oould &0 abee<l lntelllpntly. 

Ia it ln the a1114 d tbe Preaident tbet- talca the taota that - ha­

a..Ulable now eD4 pa .. ler;ialation. or ahould .. deter lepalatloa 

until .. .-loa a 1101'8 ooaaplete 1n'Wet.tlption1 SeDator l!al'rloon et.1d 

it Wt.l hie jud.g!lllnt tbet the Pree14ent wanto the men .mo haw partlo1-

pated ln thue praotioeo of t.TOidanoe exp01e<l eD4 be baa no doubt 

~ will want to o._ in eD4 ...,.,..,.. We oan't WI'J well lepalate 

until - r;et tbe Whole pl oture. !be S.oret&I'J rupoocled that it wu 

olear ill hie lllil>4 what the Preliclent wanto and he th1Dltl the Pre&iclent 

hu ot.1d IOo .la to IUoh inatt.D<Jel &I tbet Of lnoorporate<l ilouaOI eD4 

inoorporate<l yaclrta . tbe Preoidont wanta tbe thin& oleare<l up 10 the 

Den W'ho are doinr; tbeoe ~· oan•t repeat tM - thinr; ill thldr 

n turno tor 1937. S.Dt.tor l!al'l'1oon ooaoented that that doeon•t 

preoent 8ZZ1f ooaplioatlono. lapreoent&tl'We Do~on o-nted that then 

the Preoldlmt didn' t want to rely oiaaply on publioation ot tbe taato -

be wanta acae le&lalation now. 1'he Seoretary ot.1d definitely that 

lt. what he wanto. 

SeDt.tor J!arrioon r-rked that ot oolll'le - oan•t pe•• J.palation 

until - pt tbol taata . Wben- ha'We the taoto tbey oan r;o to tbe 

lfaya and lleano C~ttM tor tbe preparation or lepolation. Bapre­

oentatlft DovcJ>ton •14 t hat be had al~e been a beU.-r ill tbe 

joillt o.-!.ttM •thod but ..... d hi a •n on tba Way• and !llano c-

111tt .. an oppoae<l to t ba joillt ~ttee •thcd• St.Dt.tor Bt.rr1-

lld4ed that u.e Preai&nlt ot ocune wt.Dta litpolation• but the r;naten 
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Wac h to 'br1Ac aatl tM tute. 1'1111 001114 be.t be 4- 117 a joiJdl 

~ttM. 1M Preeideat ~ 110 ...... aam- 41•-·-' it witb 

Ilia and be, llit.rrleon, U.oupt 110. ot oouree 1 t 11 Jl'lftl;r a Nft,.. 

-*-r• !be llouee will baw to tue up lep1latioa. tim, but it 

wul4 'be toolilb tor tbe Bouee aa.4 a-te ..-itteee to be work1DS 

at tbe - tia• on the •- taote. Seomuy llorpa.t.lwl laid be 

agreed to We. It -• be.t to baw a joiat ~ttM bear tile ni-

41noe aD4 tiMon it lepolation i 1 delired, it wUl naturally be .sr­

up in tbe Bo111e. 

Kr. DcNcbton laid it wu b1o ullderat&D41~~& tbat the Treuury 

propo1-.l to 1w.lt to tbe ...UttM tbe tut1 tbat it Nod alre..q 

p.ther'M tor IUOh oorriotl.w lep1latioa. u ~ 1e• to be 11110811&1'71 

that tbe o.-.ittM 111)Uld oon114er juot tile taot1 tbat tbe !reUW'7 bed 

already p.thar'MJ that then tbe rreu11r7 110uld r;o abead witb t\lrlber 

.tudiee witb tbe d>jeot ot •k1~~& reoo-Dd&Ucma tor additiom.l ler;ia­

latioa. Wbiob ooul4 be oonlider'M by tbe nut COD.r;l'ello 'rba S.oJ"etarT 

repli-.1 that 1 t -~ tJ'Ue tbat U.. treu11r7 bad ea.oup taot1 to 1how tbe 

111-.l ot le1ialation -· 

a-tor 11an'11oa. laid tbat pen-lly be -ld pretar tbat tbe 

Wb.ole attlr 'be b&Ddl-.1 117 tbe W~1 aDd Ileana CCIIIIdttM, bat be t~ 

it -~ tJ'Ue tbat tM be&l'iaC 11114 oonlideration ...,uld 'be p'Nil creator 

'IIHpt pul>lioly U 1 t wre o....Suoi:M by a joi.At o~ttee. !be joil* 

~ttM' 1 report oould tbea be retarr-M 1a _... lloll8e to U.e Wqa aD4 

11eeu C.-.ittM tor till prepan.tioo ot :WpelatiAa. Ill ~pt, tblre­

{'01'1, tbet tM joist .-tt- -. tM 'beat_.._, bat it - ott tile 

Regraded Uclassified



-.- 267 

peop le in the Boue objeoted be peraOMJ.ly cU4 not oare how it -. 

haDdlod. lllr. DOII6)>1:on •&14 that he auee4 tbat it-. rrobab17 

better to ha'l'8 a joint -s.ttee .S.&l with the aatter. Be thoupt: 

tllet he o011ld cwero..,. 4>jeotiODe that a1S}lt be aacla by aCII8 ot the 

lll&lbera ot Me own ..-ittea, that ia, the Waya alld IIMna CCII:IIIdttea. 

SeD& tor Barr1aon pointed out the 41ttiovlti .. Wdoh wolllcl enwe 

it two aeparate o~tteea ot the llo~~aa t.lld Senate ahOilld be hold.ing 

hearinga , r;oing o ... r the •- r;rOIIIIda, t.ll4 the S.oretar,. ~ tllet 

thia would p re .. ut wmeoauary ditt1oult1... Sell& tor BarriaOil a&1cl 

that hie polioy waa to avoi d hearinr;a aa IIUOh aa poaolble . 

In view ot llr. DauS}lton'• ar;l'MM!It on the joint -.ittee plan 

ot ht.lldlin& the Mtter, there •• 41a01laaian ot the •obanl.oa ot 

preparing r .. olutiona to that etteat. Senator Barriaan ~·ted 

tllet be oollld oall Wood ot the X..r;ialat1'1'8 Drattinr; Sootion ot ~ 

Senate. to have h1a r;ot to work on a clratt ot a reaolutian. !he 

Soorotary aakecl it it wollld be ap-eeabllit Vr. llar;ill ahould ...me 

With the d.ratting oxperta. Bapreo.Sat 1'1'8 DouS}lton aaid there """lcl 

be no dittiolllty 1n having the Bollae dratting expert• work with Wood 

and llar;ill. Be oould r;et hold ot O' Brien or Be=•n s-tor Barri-

aaid that -lllcl not be neoeu....,., that he wollld oall Wood and ba'l'8 h1a 

pt in touoh wi til Btmm or O'Bri.., t.ll4 both be t.lld Doupton apoMcl 

that they wollld be r;l&d to haw llar;ill wori< W1 tb tho ....... 

llr. DollS}ltcm r..nc.4 that be euppooecl llr. llar;ill baAl &ll'MIIT 

been woricing on a clratt ot a bill u4 aakecl it be -u plan to oo­

operate with Parloer 1n that work. llr. llleill oaid be bad not talked 
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to Parker yet beoauae be did not thilllt it proper to do 10 111 new 

or tbe raot tlat the whoa •tter wu etill 111 the Preaid.ent• a Iande, 

but that or couree be would be !lid to work 'ld.th Kr. ParJcer. 

Kr. Dout)tton expreued the op1D1oo that the aer1ou.ne11 or the 

ene1on lituatioo wu ....thing ot a reflection on Parlcor aJid the othare 

1n tho Joint CC111!11ttee1 tlat be thousht thoeo expert• hlod not boenwor~ 

1ng on thil p-obl• with tho intoneity that they ought to. 1'bey oupt 

to llave been atay1Dg up nig!Ita with tb11 e·•e.aion p-obl•J inatead ot tlat 

they have bMn epending & good de&l ~ their tble playing golt &nd 

other th1np. It they had WQrbd &I thay ehould, • would not be in 

tho dtu&tion we &re 1n today. Both the Seoret&ry and Senator l!arrieon 

diuented trCIII th1e point of vi""• !Iarrison o&id he didn't tbiDit it 

-• & rotleotion on P&rkor. Tho Secretary eal.d we wro oalliJ!S atteut1on 

1n the report to tho f&ot that the Joint COIIO:Iittee bad done ftlue.ble 

work in oloaing up loopbolea , but tho taot wu that tho legal aporte 

e.plo,-.1 by ~ra weH eonetantl)' buey d.eY1a1nr; new aohnlel Which 

couldn' t very well be foreseen. Pointinf: to the di.ffloultioe ha e&id 

he eont out thirty picked o~;ente to oheok up on the 1936 rotunta and 

that they tound CNt praotieall)' nothing. We didn't begin to get into 

tm he&rt ot tha a tter wrl:il vapll d.eoidod. that be would. '*'" to co 

out &Dd look &t •- ot the returna hilleolt, which he did &n4 quiolcl¥ 

tound all thh ~~&terial that we are a~tting to the Preal4ont. 

s.nator l!arrieon r...-ked that ot ccureo the Bopubl10&111 aid 

tt.. llepublic&n ,.wepe.pere ... ,. going to &elt wh)' we didn't dieooo-u 

theM tbiDgl be tore, but tba e.-r 11 that w-r w 4o d.iloo ... r 
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oCI!lething aDd atop it tllll tu;pay.ra• experto di ooowr .... IMW loophole. 

Be thougllt we out;ht to expo• the llbole d- thing. llr. Dought<m apin 

oaid that tllll tu;pay.ra' lawyer• lie aftloo nigllto to oook up n• 

ooh-• J that our men ougl\t not to go to oleep, 

Senator llan1.oon th8D went to tllll phoDe aD! oal~d Wood aDd 

told h1a to get 1n touoh with Be.an aDd tor both ot th• to a-.it a 

oall trom llr. llagill. Senator llarr1oon oaid he wao oure the Semte 

would work with all poeeible expedition. HI oaid 1111 pl..,...d to aok 

·-nlmouo OCIIoent to talat up the reoolution. llro Doughten ad4ed 1ta t 

1111 hoped the Seoretary would auiat him in oonvinoing the acbera ot b 

oca:oittee tb&t a joint o~ttee 1a the rigl\t way to haDile the thing. 

Be eaid he pl&~:~~»d to tell hie membero thet the President think• • and 

tho Secretary think•• that that 1a tllll risJ>t way to do it aDd he added 

•x will need your aid.• 

x.tldiately atter Harrioon aD! Doug)tton lett llr, llagill got 1n 

touoh 111th the drafting expert• am the three ot t'-• Wood. a.-.. 

aDd O'Brien• •t with hill in hil ottioe ohortly a ttar llol!O. 

'lb8 Seoret&l'f • nt to h:!.o halll at lltl!O aDd oaid be would oall 

about 12 130 to gin wb&t intozw.ti~n 1111 could about the oont•~­

with the Pruident during tie arterncon. 

-cOo-

• 
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P.AJWIBR.lSZ OF TJ:LIGIWl SD'! 

'!Oa Aaerioan J:abaeey, London, ZDgland 

DATE: Kay 29 , 1937, 1 p.m. 

10 . ; 305 

J'ROK SECRETARY lAORGENTH.lU FOR BUTTERWORTH. 

On Kay as, 1937, t he following telegram wae reoaiYad 

froa the Aaerioan Jabasay, Tokyo, Japan: 

(The pafaphraaa cl telagrp Jlo, 13S of Kay 38 

froa Tokyo was herein quoted.] 

I will try to send you a reply early next weak to 

your onble No. 315. 
WELLES, .lCTIIIG 

:U:Lft 

I • 

Regraded Uclassified
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Secretary of state, 

Waohington . 

GRAY 

Paris 

Dated May 29, 1937 

Rec 1 d 9 :20a .m. 

699, llay 29, 1 p .m. (SECTION ONE) . 

FRCl" COCHRAN • 

l:inister of Finance has announced that June 1st 

292 

coupons of French Government 7 .~ 1921 and 7~ 1924 bonds 

issued 1n the United States will be paid on basis of 

25. 52 francs to the dollar . 

Minister of Finance hao warned public against 

acceptinG !'ress stories which pretend to anticipate 

Government's tax reforms which are now in course of 

preparati~n. 

AGZ:~E ECONO!!lQUE today carries following story of 

Franco-Go~an trade negot i ations: 

"The conversations 11hich have takl!n place between 

Dr . Schacht on the one hand and K. Bastid and Spinasse 

on the other hand have made possible the establishment 

of an agreement in principle on essential questions in 

suspense whi ch had held up the conclusion of the Franco­

German collltlercial agreement . JI.J;IJ?arently another ten dAYS 

will be necessary (end section one). 

BULLIT'l' 
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A porti~n of t his 
tologr~ must be 
close ly ~~~phrcsed 
befo re boil'IG 
conruunic~ t::d to 
llnyonG , ( ll ) 

Soorot o.r y of St e~te , 

;-:nshinnton . 

Paris 

D11tcd ll~y 29, 1937 

Ro c ' d 10:35 a ,m, 

699, !Jay 2S, 1 p . m. ( SECTIOl! T\'10) ( GRAY) . 

f or tho drcu i ng up of t h o n on convention a lthough the 

to~rist provi~ions nill como 1nto rorco ~s from J uno l s t , 

~st. OV<>Ui !l:; L , Bo.stid mndo thu follo•;ring d~c~ation t o 

t ho proo~ : 

' Fol lo·.Ji ng conve rsa tions which have t ak en pl nce 

duirn::; tho p :.s t f en days tho princ::p l c d ifficulties nhich 

h ad stool\ i n tho wcy of t h o r oc.lization of :m e conom1c 

arr~ngel!-ont bat 11een France end Oormnny have ~ppi.ly been 

removed, 'rho tt1o Gove r runcnts consider n i th satisfcctlml 

that the ncGotintions nhioh continue in ~rder t~ cnmpl cto 

cort~.in c.uosti-ns f detail !lnd tho drafting of t e xts 

sh• uld r e sult in the nonr tutur c in the e-nclusi•·n nf a 

treaty which v1ill s ervo c.s 11 str.bl c b:-.sis f or tho finnnoiCil 

11nd c•.mncrciCil relations botv1o0n tho tvH• c•;untric s , Unde r 

those oi r cums t nnco s the t <urtist a rrangement , tho 

principl e :-.nd t ho meth.--. ds of which woN etcccptod tnn 

mc.nths CV' , n ill definitely c c.mo into force es fr- m J une 

first no::t • 
•: . s::stid ::1ddvd thnt his c onvor ao.ti• ns nith H. Sc~oht 

hed 

Regraded Uclassified
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ha4 been urlr.ed wi\h the e1Doere deeire to arriYe in the 

near fUture at a ocaplete UDdoretanding•. 

Financial. pre .. auageato tb&t new i~ort& of Ruoa1an 

gold on to London market aay rniYe gold scare. 

• • 

Referenoe 1e llla4e to te.lesraa 11o. 243 of Kay 28, 6 P·ll•, 

troa the Department. SUndaY night I Will leaYe P~Uie for 

Bern where on Kon4ay I moat Baohlllann· J.t 7 o'cloolr. Tlleed&y 

morning I will arriYe baolr. in Parie. 

EBD lliBBlGE. 
BULLI!T. 

EA:LWI _,,.,.... \ . 

Regraded Uclassified
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to 4S...ua with r.pr.aentati ... a ot ~ llt.tarior llepart.Dt aJ111 Pablio 

lforlca J.4ain1atrat1011 ~ir e:r:pnionoea. With tb1a opeoinc etaw-t, 

Seor.ta..,. Jlorcetbaa oalle4 oo .... lira)' tor u e:r:pluet1cm ot the 

proeent PlfJ. boueiDr; pror;r• u4 the Mtho4 1D 'llllioh the preeent proj­

eote wre beiJic t1Duoe4. llr. Oft,J a4o a briot atat.ct 1n41oatinr; 

that 61 houeiDc projoota ha ... been llllllert&Pu b)' t ba Publio lforb 

J.4ain1etrat1oo &e h4oral projoote at a total ooat ot a ppro:r:lataly 

tlao,ooo,ooo. ot ~ • • projoota 12 haw been ooaplota4 to elate, 

with 51 .. ho4'alo4 tor oo.pletlCJD by the •4 ot th1e year u4 

9 projeote eoba4ulo4 tor o .. plotlcm early next 

a .. r.tary llorr;entllau i.Dqulrod rocardiDC the .....,.r ln wllioh 

tba r.ntala oo tbaeo projeota ba4 hoc ti:r:od. ... . linT e:r:plalno4 

that the oporat1011 ot these proj oota -• r;onruod by \ba Goorr;e-Boaley 

Aot wbioh poraittM the Publ io 'l'orke J.4ain1etrat1cm to write ott diC 

ot the ooot ot the projoot. fhil Aot prorldoe that the rental a in 
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tba pr ojeote ehall be entt1o1ont to pay oporatlnc exponaoe ot tho proj­

eot &Jill to ,..~ 6. ot ~ ooet ot the priljeo\ o ... r a a1:r:tJ'-7"&r 

por1o4 witb aaoh 1Dteroet ae tho .lclainietrat ... ot f'll"bl1e llo.U ebool4 

4otara1Do. .... llft.y tlartbor etatocl that tba lntaroe\ obarr;e t1:r:o4 • 

-t 0~ ~ projoeta *lob haw \>.- opono4 1e '"· wt u.at the ... -

atruotloo ooat ot tboao projOOte 1e rol atolwl7 1-r- tb&D til&\ ot the 
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projeotto which wre •dnioaba at a later datto. llr. Orr.:r fvtbtr 

•tr.t.4 that tM mtero1t rate oa aewrr.l proj .. tto, moludmc tbe 

Br.rl• projeot 1D •- Jerk, hr.4 l>MD t1se4 at 1~ .,. that tM total 

•ube147 for tbe Br.rln proj eot would tMrotoro uoat to r.l>out sOJ(. 

llr. lroottl cpla1De4 that tbe 'bali• tor thil oo~~pQtat1011 ._. a -

JriDt, plUI tbe crr.nt NPNictted 'b7 tbe Nd-d i!lten1t rate ot 1~. 

UIIIIWIC that tbe 001t ot 11101117 to tha Gow..-t 11 ZfC, a l~ mter• 

11t rate 011 18,( ot tbe o o1t ot a projeot -ttl to a •••147 ot ap­

proxt.r.tel;r 111:(. 'l'hil, torthr.r with thr. ~ write-.tf, -· a total 

cr-t ot about SOJ( oa tbe llr.rl• projeot and oo thr. other projeotto 

n.re a 1~ mter .. t ohr.rc• bu bee the&. 

U.re Seoretar;r Morcenthr.u &IDd eewrr.l queetiona a1 1lo thr. 

uollllt ot tbe C"Dt wbioh-. wr1ttiD ott and thr. mtereet rate 

ohr.rJed 1D ocmneotion with tbe rental• tisod on P'IU. projeot. . It 

,... po1Dte4 ont that tbe Georco Rer.le;r Act prorl<l11 that onl;r 68)C ot 

thr. ooet ot tbe projeot •:r bl w itten ott 'b7 ~ ot outricht r;rr.nt, 

'bnt that tbt Pitt. .l4ainbtrr.tor ..... che 41eorotion 1lo tl.x tbe inWNit 

rate on tbe ro•indor ot the ooet ot tbe projeot to bl uortised oot 

ot rmtr.l•• 

a11ntar;r xorc-thau ~ r.ob4 llr. ro111 what Pitt. could do -..or 

it. pr11ont powu, u.-111& that Pitt. ocd it• power• r.D4 toad• wro oca­

t1n..o4 b;r COIIJNII tor an r.4d1t1~ .., :r-r• atter "- :SO, 1911 • 

llr. P'olo;r uplamod tlat PIU .Oul4, 1t toad~ wro adO t.ftilr.ble, •­

etruot projeot. m tbe ,_-or u tbe at projeot. wre _,_t.4 

• 
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-.1ft' 1:J. orir;IA&l procr... Ill a4diticm. it wa point>H out t hat 

v ... t. up too ~ o.t tbo ooot ot tM proj"t oould bo •do to looal 

bouainr; o.utboritieo or eate.t IDI4er etoto lawo, 1\loh v ... t. to ~ ado 

tro• the PW1 rewl'Yinr; flmd. 1Jl>all quootiOilinC b:r S"retar,. Korr;cthea, 

it wu do'ftloped that the net capital balMoo ot the 1'1(1. re'fOlTiDr; taD4 

atioel' prcrn41nC tor the vonte autborlud ua4er the ril'ot DerioieDO)' 

J.ppropri& tlcm J.ot or l9S8 ..,d tor leU adalniotrati'ft expeno••• wu 

approzaatel:r tus.ooo.ooo. It-· explaine4 that th1o ...,mt-. 

not aftUablo in oaeh at th1o tiae, ~ut that ooouritieo 011 hind and 

""urit loo too bo aoquirad would ha'ft to ~ oold in or4er to realioo thlo 

tlcuro. lor oould all ot thio uoount ~ ueod tor vonto without addi­

tional l•cie1atl011 ""au•• ot the oxiotinr; laitetim that onl7 

tsoo. ooo.ooo ot the re'fOlTiDc tlllld _,. ~ uoe4 tor vanto. 

'1711dero"rotar)' 'lt'eat ind1oate4 thet proaloeo ae too the uae ot tbia 

rewl rlnr; taD4 ...ne:r ror nm-Pe4or&l P\1.1. pr ojeot. had been -.de to ooM 

•llb•ro or CCII1creea in o0111l"tl011 rltb the 11ttl e1111nt ot the attempt 

too et.l'aJ'Ic portions ot the bUlion aJid 0111-balt clollaro prorlcle4 in 

the reliet bUl DDW mdor oonoicle,...tion , 

aeoretar,. llorr;e11t.ht.U o.oklcl Kr. Pol e:r wt..t oourae woul d ~ tollCIINd 

to O&J'1'7 n oat 1r t loo.ooo. ooo _,.. a4• aftillblo to tinollO• ouoh a 

howoinc prove- tor the tiret :rear• 

Mr. :rol l)' ropliad thet 011 the baele ot ito experiiDOI PIU. ._. ••­

Tinoecl that the 110at et tooti'ft •an• ot oorr,.tnc on o boaoinr; procr­

._. tllroucl> loo&l pu.blio boaoinr; author1till aD4 thet torther 41rolil 

• 
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o&a-tiAIIl c4 operatioa of projeota b)' tM Pe4eral 1ow...-t ._. 

1n&4rlat.ble, .t.tter a atat._t of hie reaaona tor thla new, )bo, Poley 

expla1ne4 that the l'e4aral Gow......,t h&4 lie., •oouractns the eiiiiOt­

-t ot atata le'lalatiOD whioh would •a it pouible tor looal 0 _. 

aUII1t1ea b:> Ulldarto.l<a tbe oonatruotlon and operat10D ot bouaiJ>s proj­

aota, with hdaral tinano1al and taolm1oal ua1atanoe. Lars&l Y u a 

reault ot tl>aae ettorta ot the Publ1o Worb Ada1n1atrat.1on, )bo, Poley 

explained tho t thirty atataa had now euotad les1alation proTldiJ>s tor 

tM oraati& of po~bl1o bouains authorit1ea whloh ...,..14 haw the power 

b:> la.,.. bCID4a w aid 1n tM ooDatnaotiOD ot looal bonains projeota. 

seoratol')' llors•th&u •do aewrt.l 1nqu1riea reprdiJ>s tbe nature 

ot the bCID4a wtdoh looal boums autbor1t1u oould 1uiM. Jlr, Poley ex-

plt.1ne4 that tha b&da 1aauad by bouain, autbor1t1aa would be alallar 

W tha bonda wb1oh h&4 boon laauec!. to flnaDoo ~ reWDUO•proc!.uo 1111 

11114ertaldn&a 1n In York and other atataa. lie oxpl t.1nec!. that t. a!aUar 

•tho4 ot finanoinl h&4 bean uod 111 oonDaotion with proj aota 11114ar­

tat. by tbe llutfalo S ... r .&~&thority, !riborouEb Bridp Authority, !lie 

s aratop Spr1Dp Authority, In York 'fluiDal Authority, JODoa BMoh 

Authority and .-roue othar proj .. ta. floa b&da 1n •-eotiOD with 

all of tl>aao projeota wore ~bl• aololy troa tho ro.,...uea of tho 

projeota 11114ertt.t. by tM Alatbority oad 414 DOt iD'IOlW uq obliptioa 

ou tho part ot tile att.to or uq pol1ti4al aubcU'ridGD to reeort W 

toxat1CID t• tho parpoao of pqiJ>s priDoipel oac!. 1ntoroat, 1-rtholou, 

tM tlna01al 
0
-oeaa of tMae bonda baa bH1l c10UG0tr&te4 by ti.-1r 
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-.rbtabU1tT u4 prioe. ll:r. Pol~ at&tecl that about a 10011th aco. 

Pll, throup tM DO, M.4 retllD4e4 ita taa,ooo,ooo !rlborou&h Br SAr 

boo4a, alc1o& a pro1'1t ot tau,ooo em tM porticm ot tM ratllD41a& 

boo4a o~erecl tor aale. • tMo 1a41oate4 that tM 'boll4a ot 1oea1 

booaln& aothor1t1 .. WOQlcl o.llo beoome reoop1 .. 4 aa aoaDII t1aano1al 

lo-.eat..ota, al tholl&h at t lrat it probabl7 w ll.lcl be oeoeee&r7 tor t M 

Padero.l GonrnmM>t to purobaee 110et ot thue bcmcla . 

Seoret&l')' Kor cctbau &abel Kr. Foley wMtbar the Publio Worke 

A.4a1o1etratica ooulcl ae11 i ta booa1nc projeot a to poblio booalnc ace­

o lea 11110r niatln& Federal le&ialaticm. Kr. Fole7 aa14 that P'l.l lla4 

power to sell the projeota but not at a write-ott ot a tleecl a.oaat 

ot tha oapital ooa~whioh would be a.oeaa&l')' 1o order tor Pll to per.it 

a oootiolliiDOe ot the opero.Uoo o! the projeota on a loW rent baala . 

SeoretarT Korpothau aakecl whether it would be teadble tor P'l.l 
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to ••11 i t a booa1nc projeota to po.tblio houain& authorities 1t the Publio 

Worka .A.clain1atrat1oa wre ci"tWO P"'"r to -.11:1 auoh a aal• at a write­

ott. Kr. Pol~ 1o41oate4 that 1t woll.lcl be teaalble 1o .,.t oa .. a aD4 

that tha boocle ot tM looal autbor1t7 ooulcl be aooepted 1o p&,_.t tor 

the parohaa• prioe. 

aeoretarT llorpotball tMo etatecl that ee-.wral 1cleaa ba4 ooourre4 

to h1a reprclln& tha -•r 1o whioh a bollainc procrea al.pt he author­

iaecl tor the aear tublre . Ie referred to the taot that the .ax~ cro.ot 

allowcl b7 P'lf.l tor uq projeot -ted to aboat eO)( (tiiJ' oapital cro.ot 

tm.cl 1j:C iatereat allbaiq). The SeoretarT at&tacl that "- would reprcl a 

eO)C oapital vant aa a reaa-ble baaia upon wbioh to -.ulertake a tatore 

prop-aa. !he aeoretarT 1oq1lire4 ot Jlr. Gr&7 reprclin.& the ..-tala eS.II. 

-•• 11r .,_. a tate4 that.,. te JMreaaecl •toerlal 
aaeh a cr-t - Ill• ..--•· • ••-.. 
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&4 oonatr...UGD ooet. tb&t tb& retale w\114 approztate tM ,......,., 

rntale GD PIU. projeot.. 

s .. ret&JT llor£Utb&u 1nc11oat.a tbt.t it ""ul4 'M Sapo .. ible to 

pro'Yicle euff1oient flmcle or obt&iA DMIIIU')' •teri&lt 1A order to 

llllclerteb a bollliAS procr• wbioh ""ul4 ••t tM pre1 eot Deecle tor 

~ue1nc &Del tb&t M 'Mlie.,.cl the Oo.,.r .... nt tboulcl ~mclertao a pro­

sr- o&lolll&t.a to ••t euoh part ot thie need u it oo\114 attor4 

withLII ite bucls•t. Utlxnach tlw s .. ret&r7 reoopilecl tbt.t a ea,c 

aubei47 wulcl DOt penoi t rente wbioh wu14 reaoh pi !'lOIII ot .,.1')' lcnr 

iAooM•• lw etat.a h1a op1nion tbet t1w Oo .. ~t oo\llcl DOt attor4 

a larcer eublidT &Del tbt.t tM ho~~e1nc procr .. thoulcl bl ~mclert&Dn 1A 

euoh a - :r u to enable tlw O~~t to tt&:r withLII ita '"'"' bUlla 

dollar buclrt tor 19S8. 

fbi s .. retary etate4 hie billet that a boue1nc prosraa alone the 

11.1111 lw wae euu11t1A& ooulcl be Dclertaon withLII tbo bnc!C't. but tbat 

t1w Wapor-ste..c-11 procraa would oonttitute too cr••t a bnria GD tbo 

Treaeury eel LIITOlw too lars• a eubeiq. 

Bo tllrther etat.a that ezq &clcliti.on&l 'houliAs prosraa ehoul4 bl 

oarriecl ca b:r t1o1 Boue1nc Di'Yil i ca ot ta. Publ1o Worn .&aJ:nietrat ionJ 

that tJ. nperionoo ot thil orpniaation q~~o&l1tie4 it to ... c~~ortat. a 

tllrtlolr procr-
1 

&Del that t1o1 oreati.., of a ,... 1.114epe...,.t bou1nc 

ac-•7-. wlaol}T _ .. , .. ary • ..,.....,.. a .. retary llorc-tll&a "'"''to4 

that t1o1 bollliAC &clainietratiOG bl or~ata4 ia ••h a _,. tb&' it 

oo\114 'Ill rea4117 t;ruuoferrecl to a Dep&r-..t of Publie ..,.ke pwe-..t 
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1oo u7 plaa ~w 11M reorpniaatioa ot tM a:ueuUn 4ep&I'Qoftt.. 

b. - to a queatioo, 8aarat&J'7 llors-tbau at.tM tbat • ......,.,.. 

aP'"cl tbat l'*la aboalcl ut be a4a to UaitM cl1T14encl oorporatio• 

'baoa~~ae tM7 bad proftll tM.aalwa -.abl e 1oo proTi .. bo~~alllc at allt· 

~io1elltl7 lft r•tala. !bt 8aorata1'7 &lao acrHcl tbat tloora ahoulcl 

be ao turther oot1atruoUoo o~ houa1Dc pr ojaota 41raotl7 'b7 tba Ooftrn· 

-t. Re theD • pbadsecl the aeecl tor looal raapoaoi'bilit)' U14 tor 

looal aoquieitioa ot 1&!14. Mr. Pola7 pollltM out tbat the powr ot 

looal bouainc autboritiea to aoquire l ccl tbrouch oOilcl- tioa hacl 

bee raoaatl7 eatabl iehecl 'b7 the hicheat oourta ot two a tat .. ao thet 

~ lepl clittioul tiu ooulcl be uoiclecl it looal boulllc &~~thoritiaa 

,..ra to aoquira the MO .. ef.I'J l &llcl. 

With raapeot 1oo looal ooatributio~~a, Saoratary llorcctbau atatacl 

tbat tM looal oo-it)' ahoulcl 'be praparecl to eootributa to tba OOA• 

a truotiOil aad opnatiCil ot boualllc pr ojaota. llr, 0~ atatocl tbat tu 

ex..,pt101l ot ho~~a lllc projaot a would a.o1111t to a WI'J aubatctial -­

tribut 101l 'b7 the atatea Ul4 politioal au'bclhia ioua, 1D&-h aa tull 

tuatiOA 1a tba equhal aat ot a ohar,.a par r ooa par 10>11th ot h-. tl 

to tr;, aaoraw.r, Jlorceatb&u ~ atatacl tbat the Fe4eral lecial a tioa 

oucht 1oo oCIIltaill a apeoitio raquiraMut tb&t plll>lio boualllc projaat a be 

......,_. l'ros atata Ul4 looal tu&tiOA, ao aa to aaa""' tbat the looal 

oo~tiea • 1114 'be aak1llc .a a4eq,..ta oontri'butico ~ aaaviDC 

t1oo 1-raat earutar tl '-'iDe projaota. 

Xr. Wiler atattcl hit op1lliot1 tbat a au'bdcl7 'baatcl ae tba projaot 

aoat 11011.14 -oarace ~UP o,...tnatiae ooate &Del tbat he paraCIIlall7 

,_wrtcl t1oo oODa-tica ot proj .. ta lrithlnlt a a11he14;r. .AMoriiDC 
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w llh ~-. 11M oul>oiq aloouU be u.a oolol;r tor tM ptll"ppaO ot ott­

oottillc t!1o a441~0D&l ooot ot ol• l&D4 ao oo.pe.ro4 wtth ....,..,t lea. 

~~~"• W 4or turta..r ot&to4 t b&t bo b&4 boar4 ~r• that Pill ooul4 uot 

e tiotp&te llll&t ita NDt&lo woul4 be l>ooaaao ot 11M cr-t 111100rtaillt, 

roc&r41Dc o .... tr.oottce oooto. 

llr. Gra;r otroncl:r ol>joot.a to thio ot&t..nt, oa:rtn~: tlat botoro 

a OOilatrlaotiOD OOiltrut • • l ot, tbo BouotDc Dtrloioll a.. t!lo r ODtalo 

whtob woul4 1>o ob&rco4 ill tbo projoot. Be &44o4 t»t tbo projoo t a 

ftl'O 4odp4 with a n- to ••till£ ·a oortaill low illoo• £rOUp. 'llboro 

tbo Bo~~aillc D1T1dce rooe1'1"14 'blda 011 a projoot whlob ,. ... too bleb to 

porait tbo propooo4 low roDtalo , aaoh 1>14o haft 'boc roj oot.a ...a tbo 

projoot b&a 1>ooll ro4ool£1lo4 ill order to ~ poooil>lo lower oooto All4 

lo'tllor roD tala • 
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Ill". -.orccthaa aab4 llro. 11or£ODtb&u tor .., uproulOD ot bor opillloa. 

SM otatM »r opillice tb&t tho propooed eo,( oul>dd,;r Wl>ul4 Dot l>o auttl­

ot .. t to roaoh tbo 1.,. hloo• cr""P tbot aboul4 ' bo oor'l"'4 by a prov­

ot thto ob&n.Oter. Soorotor;r KorCODtboll ropll~ tb&t tbo Ooft..-t 

tillallooo would DOt porait a -b lar~:er aubdd,J ...a tlat tbo liDo would 

haft to 1>o ara- a_.mtro, Be a44M thot tho propooM oul>old,;r woul4 

porait a bouillc procraa tor a part ot tho 1.,. tDo.- croup, &lthouch it 

aicht aot roaoh 4owa illto that croup •• low ao llipt bo 4oa1ro4. 

aoorotor;r -.orcctb&U the aobcl llr. Pbl 07 to ·-u• tto Uaouo­

rioa r•car«illc h1o propoe&l tor a t.aoral loou.oillc procr-. Mr. ro1111 

a-.. 1oM tbo pup • ao tolloww • 
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l, b ON&tiOD of a pei'MUU h<NaiDc &JH117 lJ1 thl Depart>­

-t ot the lDterior. 

1, ~ alltl»rintiOD Of a vaztt to p!lb}1o boQainc arnot .. ot 

not to noeecl SOJ' ot thl ooat ot the projeot. 

$, 'l'be &utboria&tiOD Ot lOCI aD4 Cl'a.lltl 01117 to publio houa in1 

aceno1 ... 

t. .U a eoaclitiOil to hcleral aiel, thl req'Da-t that l»ulJlc 

pr ojeot a be vaztt.cl h.ll unptiOil rr- atate aa4 looal -ticm or 

tM equiw.J.eot thereof in thl tona ot other looal aiel. 

&. b &'Dthorbation to a•ll or l ea•• projeota to pabl1o l»uainc 

ar;enoiea at a write-ott ot not 110re tball JOJ', 
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s. 'l'be ti'Dtborbatioa ot loana at not leu tban $" interest, with 

po'ftl' in the Boo.11in1 MalJlilt r aticm to reaall thl boada wb1ob it aoqutr ... 

'1. conterrinc powr Oil t1>o Seoretary ot tbl 'l'reaaury to p'Dl"'baa• 

tlwae bonda troa thl A.da1niatrat 1on aa4 to reull ~~ aleo to iaaue 

co.,..niiUDt obliptiona in ... ao1111t equha lct to u:r aUDb bODdl '11111ob 

thl TNaaury cleoielea to retain. , 

a. !Ill elia1n&ti01l ot loan• to laited 4h1clen4 llorporatiOill ucl 

thl elia1n&t1on ot hrthlr cl_,natraticm projeet a. 

11. 'l'be a pproprt.ation ot tc4• to tiJWIIO• tbl propoeed procr-, 

thl ...,,..t ot tbe appropri.atiOD to be lett bluk. 
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