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...n .. a.4 Oroaa 

llll8r ria!M• to nooeed Jude• P~ - 1/2.4/3'>· ........... III 211 
a) .-Jr eo illt-• rDR 

Appoint.Dta aDd ll .. ipat101111 
J oblle\011, Oaoar a 

IDilr aake that queatioa. of d.1nrt1Ac United Statu 
ootton trade rr- JapaD to ID&lucl be 11tudied 
iaaed.1atel.7 after Jolmaton 111 appo1Dtaent to Treaallr)' -
l/8/3S····••••••••••••••••••••••···········•·••••••••···· 57 

leap, J. s. (Ada1Dbtratin Officer, Division of Dbbura-nte)l 
netoher (Senator, norida) 1pbOD811 to IDI.Jr, NCOIIIDendlD(I -

2/ll/3S···•·••••• •••••••••••• ••••• •• •••·········· ········ 282 
llhitt.ore, Je&D (Colleotor o£ CUetoae, Puerto Rico)! 

IDilr tall• lcltea he baa reason to bell..,. eto17 appearinc 
1D Wa8h1.qtoa. .. 1T7-Go-lloulld •o... froa hla ahoP" -
2/21/35································ ·················· 389 a) Por aot'll&l article, ... pace 393 

.lrch1 tecta 
Onrt!M r-:r rec-ended to Ma1ral Peopl.ee b;r IDilr tor tboee 

•plOJ*l Oil $4 b1ll1011, 8 procraa - 1/14/35. •••••••••••• •• •• 90 

- B-

Bab;r BOlide 
See United Statae Sartnca Bondt 

B&DldDc Lecia1at1oa. 
Sae Lend.i.Dc A(lenclea, lAterdepartaental Ca..lttee of 
IDilr auueata that toe I. Slith (Boataen'e Bank - St. Louie, 

llbeollri) be inrtted to lallhln(ltoD to help oo b•nkin(l 
lelialati~- l/l8/3s..................................... 176 

Buok, J. Lo .. tAc 
8M SUnra Ch1Da 

Bqet 
BMJr .nd Bell at lhit. Bouae - ~35······•••• •••• ••••••• •• 

a) ~ed and zobl1cated upenaea o.f eaera:enc;r 
ac-ci .. d.liiCUMdJ PDR tana $9.37 aU.lioo; qraee 
to eo not:lf';r aa-oi .. 

1) Por Pill'• - t~ .. , eM paces 9 and 10 
b) IDilr pl.eade tor "e)lar detioit next flecal ;rear 

..... (In York flaea), 1a aonteranoe with IDilr and Bell, •t.r.•••• ad'ADt.ap ~ budpt balanced uoept for~ ita -
relletJ IDilr iapreeMdJ 1D ooa.taranoa with FDR, Bell, Iokee, 
aDd IOJ*ha, IDilr drua~iHa d&!lpr of paper Wlatioa.J 
kMpa Pill 1'rc. oapl~llla~lAc to lclte1 •• he did 1n !:xaouti n 
Order •attair8. ,..r &10······· ········· ·· ··············· 

a) Pap -~irel)' wr1U• 'll:r •re entiUed llfba Plecal 
tear or 1936• 1DIIl.lllled 1n 'lludc•~ ••eaae 

4 

Regraded Unclassified 



c 

c 

- B - (Cootilllaed) 

Bqet (ContiDaed) 
$4 B1llioa 81 •• •••• • • • ••••••••••••••• ••••••••••••••• ••• III 7 

a) IIM1r fHla r.d tor CiYillaD CollMn&tiOD Corpa 
llhoul.d oOM out ot t4 b111101l 8 

b) IA oODtenmce w1tb rDR, Bopld.lla, alld Iok .. , 
lllllr atat .. tiiD4 - ot be ct1re!T apeot 1D oae 
,...rJ Iokea alld BopltiDa di&&p'H 

o) Paoplea BJq~laiDa CCDgre .. 1oll&l r.otiOil to lllllr1 

t4 bUliOD llap - ia tiDe bat $.300 aill101l tor 

public worka ia not so good - 1/9/35·••••••••••••• •••• 85 
War leteranal Cool14&e augeata that total uozt ot 

aooe;r apent b;r Gonrnaent be llhOWil separate~ 1D 
budietJ PDR eonaldere it a 1ood idea..................... 8 

Bell urged to take 'ftO&tion dter tb1rd Medon endaJ 

lllllr tbillka he ~ han paeaed worst tiD&Iloi&l criaia aa 

Seoretar,r................................................ 8 

Preas cODterence at Ihite RoWieJ !&r~ aska lllllr to ooae 1D 

about fifteen ainutea dter conference atarteJ 11111r 

cooaidare tbia Yarf unfair - 1/8/35·•• •• ••• • ••••• •• •••••• ?0 
FDR aecre~ allota tunda to Tugwell (Reaettl-t 

J.daiDiatratiOD) ud RopltiDa (Worka Progreu .ldlliDiatration) J 

11111r diaoourao~ed dter diaouasiDg with 'FDR - 1/22/ Js..... ... 200 

!luildiDg ud LoaD J.aaooiationa 
See Landin& Agenciea, IAterdepartaelltal C.-J.ttee ot -

report of- 1/15/Js... ... ... ......... ................ ...... 124 
Bullitt, W1111&a (.-baasador to U.S.S. R. ) 

See StabiliaatiOD 

-C-

China 
See also SUTer 

Soo_:: ~r':)~~~~.::~~~.~~~~~.~:.~~~:.~~=~. . 1 

Chr;raler, llal.ter P. 
11111r llhowa l'DR auto tigure&J l'DR delighted that Chr;rder 1a 

.ak1D& .ore care than Ford- 1/12/35·· • • •••• •• •• ••••••••• 71 

Cirlllall CGD .. n&UCD Corpe 
S.. Bud&et1 t4 B1111Gil 8 P'uDd 

Co.ai t tee OD !iiiCDoaiO 8eourit7 
See EooDoaio S.ourit;r, ec-t.ttee OD 

CGil&r&aa, Stateaeata before, b;r IIM1r 
IA ooDDeotica with a4d1UOD&l. rennuea a a outliDed by Fill 

1D blldcet .... ,. J .,..,... 1/8/JS. • ••• •• • • • • • • • • • • . • • •. • 74 

Oil elMI'g.o;,- relief appropri&ticaJ appeared l/21/Js ....... • 192 

Sao* L1hert7 BODd jot -••imd'ta toJ appeared 1/29/)~ .. .. • 229 

a) For aot-.1 b111, - pace 2.)0 
Sellate eo.tttee Gil .Acricult ure1 appeared 1/31/Js. ........ . 2S9 

a) Saitb (SenatorJ Chaira&D ot Co.ittH) aaka 11111r to 
diaoua decreaae 1a On1t ed State• rencu• troa iaporta.. 2S7 

Regraded Unclassified 



- C - (Coutimled) 

Book Pap 

Cotton 
See also Appointaenta and Relli&nationll Johnston, Oacar 
JohnstOD ~and~a regartling -rketa tor uerican 

cottoa- 1/14/3'·• •• •• •••••••• •••• •• •• ••••••••••••••• • III 102 
Crowlq, lAo T. 

IDIJr, Coolid~, Jlcclee, Crowlq, Olipbent, and O•CODnor 
confer- lf2/3S · ···· ········••••••••• •••••• •••• • ••• ••• 11 

a) O' Connor teele that intoraatiClD he hea receiftd 
ia 1Ut'ticientl7 eerioua to force Crowlq'e 
reeill)l&tiOD 

b) Crowle7 again preHDts r .. u-4 ot hh bueineea 
actiTitiea durin& put f ew 7eara 

IDIJr contere witb SeDater VandeDberg - 1/2/Js... . ... . .. . l4 
SteteMDte b7 Oool1clge elld also by Crowley '• 1&..,-era, attached................... ................ ....... ... . 15 
Farlq tranealte letter traa Juee Oottey (Mediaou, 

JiacaoeiD) - 1/4/35·• •• ••• ••••••• ••• •• •• ••· •• ••••• •• •• 34 o11pbant ~- 1/7/Js... .. ..... . . .. .. . ..... . .. ... 67 
o•CODnor traneaite to Coolidge, )1, a. ~ letter. .... .. 68 
IDIJr tella FDR about trcd>lea with O'Connor and Crowle71 

FDR aaye it either one c~e to Ilia, he will ask both 
to reai.p - l/ll./35 •••••••••••••• • •• • • •• ••.......... .. 98 

Crowley ' s own turther etetesent - l/lS/JS.. •• ..... •• • • • • lOS a) Su.aar7 end analyais........... .. ... .. . .. .. .... . ... 132 

Dollar steaaahip Line 
See Barcotica 

Driscoll Coap11117 

- D-

See Bn York City Poet Office Annex 

- E-

Eccles, llarriner S. 
See FederU Reserve Be&rd 

!conoaic Securit7, Coaaittee ClD 
Haaa -.oraDd~a ClD report. of Co.aitt .. - l/S/Js. • • .. • •• • •• 

a) c~nte bJ RMJr ••• •••••••••• ••• •• •• •••• •••• •••••• •• • 
Ooaaittee -tin&J preHDtt IDIJr, Pe.rlt1na, llallace, 

tiea Bocbe, litt e, Altaeyer, Eliot, aDd 11111aaa 
(repreeenting BopktDa) - 1/7/Js • •• ••••• •••••••• •• ••• • • • • 

a) IDIJr'• c-nte CD report. ccoeidered 
IDIJr coneulte Hopkins about FDR' e pl&Ae to care tor people 

OYer e1xt7-t'in- l/7/3'!J•••••• ••••• • •••• •• •••• • •••• •• ••• 58 

Regraded Unclassified 
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Farler, Jaaee !. (Poataaeter General) 
See »ew York Ci~ Poat Of fice Annex 

Federal Depodt laWftJIGe CorporetiOD 

Book Pap 

See aleo Lediq "&eDOi .. , Interdepartmeotal c-itt .. or 

InTeati.ption diecue~~ed b7 Crawler end HJIJrJ IIJI.Jr euueat a 

t.b.at Crowle;r cooault Bell (Budget Bureau), wbo aote 
directl7 UDder FDR ' e orders - l/24/Js •• ••• ••••• •••••• •• Ill 216 

Federal llaaern Board 
See also Landin& £&enci .. , IDterdepartaental ec-1ttM of 

Ecclea aeked b7 IIMJr whether he hu doue aeytbing about 
oODfi rmati onJ Eccles aaye •no ' J HJIJr aaka SeDator Klng 
to •rather and .other Eoolea• - 1/14/35· · ••••• • •••••••• 97 

OutU.oe ot propoeed leaialatioo aa proposed to P'DR -
1/17/Js.... ............ ...... .... .. ........... ... .... .. 1s3 

Finenoing, Go'O'ern.ent 
1/J/JS - !dditiooal ieeue of m Traaaur;r bonda or 1944-46, 

as a result or the exchange or aecond call or Fourth 
Libert.r Loan bOAda, aquala $456,897,000, booka for which 

cloaed 10/ll/34 · · ··•••••• • •• •• • •• • ••••••••••• •• •• •• •• •• • • 22 

Second Libert.r Bood !Ot - uendaenta to 
a) See Landi.Dg Agenoiaa, Interdepartmental Co..tttee of1 

~bite Bouae cootereoce- 1/17/Js..... . ...... . . .. .... .. 168 
b) See HJIJr etat•ent before Coogreae - 1/29/JS ...... ... • 229 

B,yrnee (Seoator) &eked b7 IIJI.Jr it "big Treaeur,y balance• 1a 

ever diacuaeed on Hi ll- 2/19/35• •••• •• •• •••• •••••• • • ••• • 368 
Open Market Co-ittee •aeta with HJIJr to diaouaa Spring 

financing-
2/20/Js.... ...... ... ... .. ... ........ ....... ......... ... J77 
2/27/3S.. .... ...... .... ..... ... .................. ..... . 427 

Burgue telle IIJI.Jr, Ha.rrieon and be inolined toward "the 

20-25 7eare• - 2/28/35•• ••••••••••••••• ••••••• • • •• •••• • •• 439 

t4 B1U1on 8 :rUDd 
See Budget 

France 
See Stabiliution 

Gilbert, s. Parker 
See StabUiaatiOD 

Gold 
See StabUi&&tiOD 

-G-

-H-
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-I-

Icltee, Harold (S.Oret.ey, Departaoeot of l:Dterior) 
See .lppointlleote and Reeipatioaaa llbitteaore, .Jean 

(Colleotor ot Cuatoaa, Puerto Rico) 
See •e• Iorlt Ci t:r Poet Office .looex 

IocCDe Tax lleturoa 

Boolt Pap 

Pobllcit:r feeture diacuaaed with Spaalcer Byrnea - 2/26/3') .. III 40'5 
• • • • Douchtoo - 2/26/35...... 408 

- .1 -

J oboatoo, Oscar 
See .lppointllenta aod Reaipatiooa 

• Seed and Crop Production Loan 

- J: -

lteap, .1. S. 
See .lppointaeota and Reai&Datiooa 

- L-

Lebllan , Robert 
See tJoinraal .lYi.atioo Corporatioo 

Lend1Dg .lgenoiea, Interdepartmental. c-1ttee of 
HOGatng aUboa.aittee report- 1/3/35····················· 24 

• • • - 1/7/31).. ... .. • . . . . . . . . . . . . . 61. 

• • • - l/l41.3S • •• • •• • • • •• • •• • •• • • • 9·5 
• • • - l/19/3').. .... .. . . . . . . . . . . . . 180 
• • • - 1/'29/35·. .................. 2.36 
0 0 0 

- 1/29/3'5 (at lb1 te BOUM) • • • 243 
Fara Credit legielation auboo.ittee report- 1/3/35• •••• )2 
Report of Co.aittee - ~9/35·· ••••••••••••• •• •• •• ••••••• • 77 

a) Fara Credit Ad•1n1atratioo propoaala for legislati on 
cleared b:r Co..ttteeJ lll&Jr ~·• •clear with Budget 
Bureau alao• 

b) PurchaH b:r u.tiooal balllta ot atoolt 1n D&tiooal 
aortgace aeaoo1at1c:ma dieouaaed 

c) Co.ittee to baolt HOM Omara' Loan CorporatiOG OD 

•no aore loa~~a• 
d) E:rleoaioo of J:xport-Iaport Baoh diecu .. ed 
e ) ReoOilltructiOD Fio.aDce Coa·porati<lll u:paota to aalt 

tor broader powen 011 raUroa4 loaoa and <lll aortpp 
loaoa 

t) Le&ielatin reo~eadatiooa 1n Ooaptroller'a annual 
report now oleered 

Report ot oa..itt.e- 1/15/3'·•••••••••••••••••••••••••••• 124 
a) Diecuaaioe of relatiao bet - reMI'ft built up b:r a 

buildinc ud l oaD aaaoo1at10D ud i ta euthorit:r to 
pqd1Yi~ 

Regraded Unclassified 
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- L - (Continued) 

Book Pace 

Lendill& AceDCiea, lllterdep&rt.ental C...ittae of (Conti.Duad) 
Co.-itt .. •eeta with PDR- l/l7/3s ••••••••••••••••••••••••• III 

Acandal 1! Reconstruction l"iliiUlce Corpore. tion 
2 Second L1bert7 Bond Act .Aaendment 
3 !:xport.-Iaport Banke 
4 Federal Deposit Inaur&DOe Corporation 
5) Fana CredJ.t Administration 
6) Comptroller of Currency 
7) H0111e Own era 1 Loan Corporation and Federal HOlle Loan 

Bank Board 
8) Federal Housing Adainiatration 
9) Federal .lleaerve S,.st• 

Federal Reserve legislation .ubcoaDittee report - 1/14/35 •• 
Banking legislation aubco.aittee reports- 1/15/35; 1/16/35 •• 

a) 0\ltline of salient pointe of Federal Deposit Insurance 
Corporation bill, dated 12/17/34, considered · 

b) Secretary of Trea8Ul'7 deoidee Federal Depolli t Iilsurance 
Corporation, eben appointed aa receiYer for closed 
national banks, abould report to Cc.ptroller 

c) Secretary of TreasW')' deoidea tenaination of insurance 
benefits of national banks of Federal Deposit Insurance 
Corporation aball clear throueh Comptroller 

d) Decided that, in chartering national banks and so 
automatically insuring thea, Coaptroller will secure 
reooaaendetion froa Federal Deposit Insurance Corporation 

Banking legislation aubcoaaittee report - 1/30/35•••• •••••••• • 
Banking legislation subcommittee report- 2/4/35• •••••••• ••••• 

a) Crowle7 and O'Connor state Senator Glasa wanted cow 
of title relating to Federal Deposit Insurance Corporat!.n 
and tbe7 bad gheD it to h1a 

b) !cclea eballengea their action and ae;rs be ref'wled Glasa 
cow ot bill oaendlng Federal Beaarva Act, expldnlnc to 
h1a be (!cclaa) would tell h1a (Glasa) before &JITOne else 
outside Ad•lnlatration 

c) Crowley and o•eoanor ••'¥ Coop-easun Steep.ll baa talied 
to Glase and steagall 1a feartul Glau w111 introduce 
Federal Depoeit llleurance Corporation bill today (2/4/35) 

d) Jllllr • pbonea FDR and then •ucce1ta to Steagall lllR w111 
'phone h1a at two o'olook and aaka Steagall to wait that 
lODCJ Steagall agreea 

a) Suggeeta aellbera of Federal Reeerve Board be gi-nn eue 
aalar7 aa Cabinet .. IIbera and not • • A .. ociate Juaticea 
of Sup~ Court 

t) A&reed two copies of cc.p1eted bill would be at lhite 
Houae not later than 1•30 P.li.J thb 11 done 

168 

91 
127,130 

261 
268 

Libart.7 Bonde 
P'or -daanta to Second L1bert7 Bond Act, - l"1D&DD1nc, Oon~t 
See alao Landin& .tcenoiea, lllterdep&rtaatal eo-.ittee of1 

1bit. Bou.e cGDtereaoe- ~7/3'•••••••••••••••••••••• ••••• ••• 168 

Regraded Unclassified 
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- L - (Coatinu.d) 
Book Paae 

Liquor 
Chicaaot 

Block to block cbeok-u;> diaouaaed by BMJr and 

Governor Horner - 2/16/35·· ···· ••• •• • •••• • ••• • • •• • ••• III 321 

a) Graves 'pbaoee procre•• - ~20/35··• •••••••••• • • 387 

lew York Cit.)'t 
BI&Jr ' Jlbonea LebMA and LaGuardia coacen>ill& thre.-

cornerecl driTe OD nOD-tax-paid liquor - 1/:U./35.. . . .. 212 

a) PUblicity diaouaaed with Speed. . . ... . .... . .. .. . . 273 

b) Labaan aeked b7 BI&Jr to •speed up• C~aaiODer 

Mulrooney- 2/16/35···• • •• •••• •••• ••••• • •• •••••• )18 

1) lllul.roonq 'JlbODea BI&Jr he hea addi tiOD&l 

t'unda and can now proceed - 2/19/35·... . •• • 370 

llewtoundland Go,..l'DIIellt hea eatabllahed ll)'at.e. ot cODtrol 

OT&r uporte (knOtrll as Beraud& &)'at- ot ltndlnl 

oertiticatee) eftective 2/16/Js..... . .. . ... .... ........ 366 
Long, Hue)' 

llood)' to be appointed Special. .teeietant .tttorne)' General 

to handle ea .. - 2/13/Js.................... ........... 284 

- II -

llciee, .Jobn 
Dut'f)', r . ~an (Senator, 'llieconain), and llli.Jr withdraw 

endoreeaenta- ~4/Js.... . .. . .. .. . . . . . . . ............... 33 

llellon, Andrew 1 • 
.Jaokaoo 1pbonea IIII.Jr, llellon signed incoee tax return in 

ll'aahiugton, D. c., and 1t wae then t&ken to Pitteburib 

and notarised there - 2/20/Js.. .. ......... .. ....... ... . 384 

llerloo 
. See Silnr 

Morgenthau, Hellr)', Senior 
See .taerican Red Croll 

Karootice 
-·-

BI&Jr oont'ere witb llr. Dollar concern1ng reports or opilla 

carried oD Dollar abipe - 2/28/)s ••••••••••• •• • •••• •• •• 

New York Oit7 Poet Oftioe Annex 
Ill oonnectiOD with Stewart aDd C011pu11 oootraot, liii.Tr tells 

FDR be belleTel Ickel h baTi.n& other Cabi.Det ...,era 

in.,..lti.pteciJ P'DR ·~· Cabi.Det uW>era/ rmat get t ogetherJ 

RM.Jr aekl Iokea tor appoint.ent- 2/15 35·•• •• •• •• • ••• ••• 

rDR tella BMJr be understand• ll\le7 LOng bae paned reaolutioD 

•akin& Cor iDtor.atiOD reprdin& J'arle;r'e relatioo witb 

Stewart and 0011pa117 oonoerni.ng cootract tor .... York 

Poet Office ADDez•••••• •• • •• •• ••• •• ••• •••• • ••• •••• •••• • •••• 

RM.Jr alka Iokea 1t' People1, llclleJDolda, aDd Opper ~ look 

at h11 t'iluJ tell• lbite Bouse ainoe hrle;r 11 aWl)', 

• ._. - lbould be appointed to repreMDt bla, too. • • • • • • • • 

a ) Proo1111 JDt Dh idon beine inTeatiptecl Juat u ncb 

u, or _.. thaD, ParleT 

436 

304 

Regraded Unclassified 



- • - (Cooti.Dued) 

Book h&a 

lew York Ci 1:;7 Poet Office Aunex (Conti.Dued) 
Further alteroatiOD at C&b'n.t ... tiD& 2/lS/35J 

IDIJr than aeke Iokea and Farley to ooDtar 1D Treaeuey -
Ickes to brine GlaYia alOQg •• ••• ••• • •••••• ••••• • ••• •• •• III 

IDIJr, Peoples, Oliphant, llcReynolda, and Opper ooDtarJ 
Opper tella IDIJr be baa tiDall.T located tllea ot 
lanUU7 let to 15th 1D Robert' • ottioaJ letter t'r1a 
nee-President ot Stewart aDd Colli)6117 to hrl&7 
included • • ••••••• • •••• • •• ••••••••••••••••• ••••••••••• •• 

a) Robert ' • oonnaotioo iDTeat1&atedJ •ole&a bill ot 
health• - IDIJr eo i.Dtoru Robart - 2/'J:l/35 ....... . 

Dreeser (.leeooiate Director ot HoueiD&, Ohicaao) -arandua 
concerning ooDteranoe 1D HMJr'e ottioe ill JanUU7, 1934 -

2/19/35······ ········· ····· ········ ··········· ····· ····· · 
a) Quotea Tydinge ae stating that lloCooey wae exerting 

eTery 1Dtluenoe to get cootraot tor Driscoll 
b) Dreaaer illtarred troa Tydinga' rau.rka that tbia 

pressure 1D loog r1111 would react to tlw illtereat of 
Stewart aDd 0011~ 

IDIJr ' pbooee Robinson (Senator) ae to hie underetanding ot 
procedure •pped out at lbite Houae ••tin.& - 2/26/35 •••• 

Farley 'pboDAie IDIJrJ 1'llR will not let ba aee letter which 
1a being eent to the Hill expla1Di.D& oaae; IDIJr adrlaea 
Farley to aaain approach FOR when be 1a •king •orl• ot 
purchase of baby bond next day- 2/28/35··· ···· ••••• • • • • • 

Newfoundland 
See Liquor 

Open Market OoaittM 
See l'1Dalloing, GonrruHnt 

Prince, llr. 

-0-

- p -

310 

3ll 

410 

420, 425 

436 

In conferenoe with !IIIJ'r, atatee it 1a aenerall7 kD.OWil that 
IDIJr 1a onl:r C&billet .-.er worki.D& with FDilJ all othera 
are for t~lnaJ IDIJr depressed -~8/35.. .. .. . ..... . 437 

-R-

ReoOTer,r A&enoiea 
.le cbeok-up, 111Ur aua .. ta to FOR that ~-abed cit;}' be 

eel8cted tor 1Dten1in atud7 • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 
Relief 

IDIJ!{r ap~a before Cqrea• •• ill ••• ~!~~~.~~.~~~!~!~.: 
2113, • .•••••••••••••• •• 

RaNt -t ed•Snht.r.tlca 
See hd&'a~ 

2 
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Book 
st. Pierre, leland of 

See cODnraatiooa between Crane (Federal ReaeM'e Bank of 
lie• York) and Ceriguel (Bank or France) _ 

1/18/ls •• •• •••• ••• •••••••• •••• •• •••• •••••• •••••• •• •• 
1/22/Js ••••••••••••••••••••••••••• ••• ••• ••••••••••• • 
l/23/3s •••• ••••••••• •••• •••••••• •••• ••• ••••• •••••••• 
1/24/35 •••• •• •••••••••• ••• ••••••••• •• ••• •••••• •••••• 

Secret Sel'Tice 
Moran oODtere with ID&Jr about driDkin& wblle on dut;n 

III 

ID&Jr puts entire 111atter up to Colonel Starling - 2/28/35· . 
Seed and Crop Producti on Loen 

Johnston ae110rand11111 of oonferenOeJ preaenta IOIJr, 11arv1n Jones 
(Repreeentatin, !exaa; Obai.rman, C01111ittee on Agriculture), 
M,-era (Fera Credit AdainietratiOD) , Warburton (Director ot 
htenaion, Agriculture) , and Johnston - 1/8/35 ............. . 

Silnr 
Cbineae aegotiatioos recapitulated •• •••• • ••••••• ••• • • •• •• • •• •• 

a) Chinese Allbassador informs ID&Jr, (UDg cannot cc.e 
but Soong will arriYe in VancouYer 2/2/35 •• •••••••••••••• 

b) ID&Jr and FDR confer coacendng Pittaen reactioa to 
Soong YiaitJ FDa queatioaa how IIUOh neit rill 
accompliah; Bull aaked to contact Chinese Aabaasador 
and call Visit oft- 1/9/35· ••• • ••• •••• ••••••••••••••• • •• 

lung aenda t wo ... oranda expla1n1n& China's reaction to 
United States ailYer pro~aa- 1/30/35·· •• •••••••• •• ••••• ••• 

a) Hornbeck and Mcltay (State Department) discuss cables 
with IOIJr; ID&Jr tells thea if situation is to be 
handled as a diplOGJatio •tter, well and good; when 
they bave decided it is a aooetaJ7 •tter, TreasU17 
1e prepared to proceed - 2/l4/3S• •• •••••• ••••• • •••••• •• 

b
0

) Draft of State Department's answer- 2/14/35· •••••••••• 
) •situation, Problea and Su&aeated Solution• -

a aemorandua prepared b;y State Departaent, DiYisiOD 
ot Far laatera Ufa.1ra •••••• •• •• •• •••••• • •••••••••• • • • • 

Pace 

177 
198 
202 
204 

438 

72 

53 

247,253 

296 
298 

d) FDR finally tells Bull not to aeDd note as drafted 
to China; as a aonetary •tter it rill be handled 
b7 'l'reaaurn HIIJr a till think• Bull is not iapreeaed.. . 328 

Baaa tell• HIIJr, Buck ia oonterrin& with Chinese Jl1niater; 
HIIJr aeka Buck not to do thia- 2/18/3~ · · ·•• • • • ••• ••• • • • • • • • 30S 

Bull1tt tell• FDR, Chinese 111niater hal ehown b1a a .!!!Z 
oODti dentie.l cable which be didn't want to abo• State 
Departaent but wanted Worsation 1a cable giveo to !'DR 
b;y BullittJ next day (!IIIJ'r and Hull at lUDcbeon) , FDR tries 
to get situation OYer to Bull very taottullYJ indicates 
Treaaurx ehould diaouea Cb1na 1a aooetary difficulties with 
berJ Bull did not or would not get l'DR'e point......... .. ... 30~ 

llexJ.coa • · 
B&AOo de .. xioo aake Federal Reeerft Bank of Bew York 

ooooerning purcbaM ot ailnr - 2/lS/3S •• • ••• • •• •• •• .. • •.. 362 
SiDolair (J ohn F.) pre-ta letter to ID&Jr froa .. xioan Mineral 

A .. ociation (Credito Minero JlerO&Dtil) autborisin& Sinclair 
to cOGtraot tor three to fiYe aillion oliiiCea ot eilnr per 
-thJ HIIJr doee not trut hiaJ after 1ntarrln, lii.Jr ' pbcee• 
Blll'ge .. (Federal ReMX'ft BW of Jew York) to tell Ci-edito 
tizlero .. roantil thq need no aiddl....U - 2/26/35 ..... ..... 401,402 
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Sinol.air, John F. 
See SUTera lle:rloo 

Sllitb, To. K, (Boatam•e Bank -st. Louie, Uiaeouri) 

See Banltins Lesialation 
StabWsat1011 

Book 

WUlialla (llarn.rd) aaked to prepare certain info:rwation 

on sold, etabWaation with other countriel, relation 

between &old aDd prioe1, et cetera- l/3/35· ••••••• •• III 

FDR telle HIIJr and Attorney General be wante thins• 
kept UDI!ttled wtU SUpreme Court b&Dde down 

Gold DeoiaiODJ interTin aoet UDpleaeant to HIIJ'r -

l/l4/3s •••••••• •••••••• ••• •••••• ••••••••••• ••• •••• ••• 
a) IDIJr eake Oliphant if be baa talked to P'DR or 

CuaminsaJ reply 1e "!!.2" 
b) FOR .01t concillatoey next aoru.J.ns 
c) At Garner dinner, P'DR late IDIJr know be baa WOD 

in gold case •• ••• ••••••••••• ••• •• ••••• ••• •• ••••• 
d) Nee York Tiaes article on disadvantage& if 

deoia~oo ie adverse- 1/15/Js •••• •••• ••••• •••••• 
e ) Gilbert's (S. Parker) adTice if deciai011 11 

adverse- 1/15/Js ••••••••• •••••••• ••••••••••••• • 
f) IDIJr, Oliphant, Coolidge, Crane, and Lochhead 

aake plane it deoiaiOD h. adnrae - l/2l./35·••• . 

&) Landie (Seouri tiee and Exchange C.-aiaaiOII) asreee to 

oloee all exchanges if decision is adverse - l/2l./35 •• 

h) Speoial telephone connection in Cabinet Ro011 arranged 

by III&J'r 
1) IDIJr ebows FOR, at lUDObeOD, reeuurin& stet-nt he 

plane to ieeue to clear airJ Filii ahowe HIIJr bia own 

etat-nt and eaya lennady thinke it so etroac 

•coUDtey wUl burn Supreae Court in effig" - 2/13/ 35·. 

Fraeer (Bank for International Settleaente) tells Crane 

(Federal Resane Bank of Nee York) Europe c&DDot underetand 

•b.Y StabWsation Fund does not go into action and brin& 

dollar withiD cold price- 1/15/35······ ···· ··· ·· · · ···· ···· 
Decieioo b&Dded downJ IDIJr, Olipbant, Lochhead, lira. Klotr., 

and 11111 Reyn?lda in Cabinet Rooa, Mtit e HoueeJ llcint;yre, 

Ear}J", and 111111 LeH•nd in aDd out; FOR cc.ea in - 2/15/35. • 

a) IDIJr telle Locbbead tc eell sUTer 
b) Cop,y ot deoieioo •••• ••• ••••••••• ••• ••••••••••••••••• •• 

o) Jl.tel"DDlti'f'e aa-da• ot S•eediat·e action ...... ... . . ... . 

d) Proc:a-tion (it deciaica were a4TerH) .............. • 

e) lieu&&• to Coagrel& (if deoiaioa were a4Terae) ....... . 

t) Bill to -.nd Judicial Code (if deoiaica were adveree) .. 

Crane ' pbODea IDIJr oo the Ifill and tell1 b1a Gonrnor of Bank 

ot Fraaoe bad 'phoned that tbq bad aaked Lasard Frere a tc 

take $8 aUliOD worthJ Lasard Frerea in Parie acreed tc 

$4 aUliOD - ta .. rd Freree in Ilea York re.tueed to take their 

l4 ailliODJ IDIJr tell& FDR and FDR unbeaitatinsl7 8871 

•take u•, IDIJr calla Frank J.ltechul and upreeeea hia diacuat 

with the print• banker&J Lochhead and Olipbant a4Tiee IDL1r tc 

•ao ... ,-••.•••••••••••••••••••••••••••••••••••••••••••••••••• 
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329 
330 
331 
335 
339 
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Book Page 

StabUiatiOil (Continued) 
lii&.Tr, after conterriDg with Ooolidce and Locbheed, 

deci des to bli,T gold in London u.rut - 1/15/35.. . • • •• • • Ill 104 
Bullitt tella lii&.Tr •he wiahae France would go ott gold; 

reeult - Litvino!f, now getting atrength f roa Franca, 
could then be ewung to United Statee• - l/24/35· ··• •••• 205 

Gilbert (S, Parker) eugge ata that United Statae bll;)' 
t 2, 500, 000 worth of British currency and •th~ would b e 

OYer on next boat• - 1/ 23/ 35• ••••••• ••••••••••••••••••• 206 
Swit&arland is haTillg D&tiCIIAl. refereodua 011 gold lltandard , 

which they MY abandOD - so lii&.Tr tells FIE - 1/23/35· •• • , 206 
Stewart and C0111pany 

See law York City Poat Office Annex 
Srlherland 

See Stab1llat10D 

- T-

T01111send Plan 
Ba.rrison (Senator) aaks Treasury to testif'y; llu.a and 

Oliphant advise against; HMJr consults Secretary Perkina, 
who ea,ya both abe and Witte testified and abe !eela 
Treasury should not r e fuse Harrison; HMJr agrees and 

eends Reagb (Government Actuary) - 2/27/35·· · · ···· ··· ·••• 412 

- u -

Unempla,raent Relief 
$4 BilliOD 8 Fudt aee Budget 

United States SaviDge Bonde 
HMJr announces aala through poet offices on or about 

3/1/35; announeeaent dated 2/18/35· •••••••••••••••••••••• 360 
IIJI.Jr visits Bureau ot EDgraving and Printi.n& to watch ' 

printing of firat batch - 2/20/35·· · ••••••••••• • ••••• •••• 373 
Man7 adY&Dce orders- 2/25/35· •••••••••• ••• •• ••••••••••• • •• 374 

Recul&t10D8- 2/27/35··· ·· ············· ·· ····· ··· ···· ···· ·· 375 
u.s.s.a. 

See Stabllia tiOD 
Onivereal Aviatioo Corporation 

Copy ot letter to Helvarini h'oll Wid~ (Aaaistant Attorney 
General) - 1/21/35•••••••••••••••••••••••••••••••••••••••• 19J 

Jackson aeaarandua briDge IIJIJr up to date - l/30/35 ... . .... • 294 
FOR 'phonee IIJI.Jr case ahould be eettled vary eoon; FIJI\ 

doem' t mow auch about caM but doe s bow Averill 
BarrlMD ad Rebert LahllaD are involved; aeke IIJI.Jr to 
diecuas caee 1.11 detall with b1.a - 2/ll./35 ................ • 295 

-·-Ihitteaore, Jean (Colle~or ot Cuetoaa, Puerto Rico) 
Sae Appoint-t• and Rea1&Jlat10D8 

Regraded Unclassified 



In discuasiD& the proposed Tisit or !. v. SOODC 

with Senator Pitt-.n the Senator has pointed OQt to -• 

(l) That it is 1llportant that he should eo ... 

on the inTitation at the Treasury rather 

than the Federal ReserTe. 

(2) That it should be understood that he is not 

c0111ng here to diseuse our sUnr poliq but 

rather foreign exchange proble.s as it atreets 

commercial transactions between the two countries. 

And, 1t possible, haTe it be understood he is 

eollling to this country to diacuss reciprocal trade agreements 

with the proper depart•nts. Ir this is Mde clear i t can 

be giTen out 1n a roraal s t ateaent atter his arriTal. Senator 

Pitt-.n would be glad to see hia eolM. 
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Jot•• s.•. Jr. I&Te the atteohecl to the 

Presid.mt 80Mt1ae the ear~ part ot l.al5 • 
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~ AcCta. .f-tc~ 

~et ~1;_;1-~ ' ,f~ 

f In order to check up on tho varioua recovery agancieo, 

l s~eat t hat we carefully aelect a mediuo-size city in 

which to make an i ntensive atudy as to the act ivi ties of tho 

various recovery agencie s • 

.A! tor this st'O.dy has been made, t1!:f suggestion 1a that 

you appoint one representatl ve frCCI each agency to go down 

to this city and put on a recovery drive. Out of this drive 

we will find which agencies are doin~ their work ~ell , which 

nre competing with each othar 111 d which have fn\len d own on 

their job. Every l arge canufacturl~ company before it puts 

o. new product on the market first h11 tu it out in a locality. 

You did not ho.ve t Une to do this . l om , ~~erefore , sus&est1n~ 

that we now ~1-:e this teat onnouncin& that what ever tliat<lkee 

nre uncovered will be corrected. l think that we would lea rn 

o. l"t and tha t a test of this ldnd would 61vo the publ~c 

confi dence in your sincere effort t o not leave a stone unturned 

to r e-establish good business condi t ione. 

. 3 
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January 1, 1935 

Wednesday, December 26th, Bell and I started to work 
with the Pr esident at 2 o ' clock and continued through until after 
five on the budget. It was the f irst time that the President had 
really thought about how he was going to fi.nance the f i scal year 
beginning July 1, 1935. We s t arted i n by showing him the list of 
the unobligated funds from the various emergency agenci es . Re 
took out his pencil and went over the l i st himself and took money 
away f r om the various agencies amounting to about nine hundred and 
thirty seven million dollars . I wanted him to do this himself as 
I felt he would feel much better about it than if we had plunked 
down the list which Bell and I had done befor e lunch. By lett i ng 
the President do it himself he got quite a kick out of it. I 
then suggested that he i mmediately dictate letters to all the 
agenci es t elling them to stop obligating funds unti l furt her 
notice . Originally the President said he would only stop their 
contracting until the 15th of January but in dictating the letter 
he took my original suggestion and let i t read until further notice. 
( Copy of one of these letters at t ached herewith) . 

He then told Bell t hat he should see these people and 
between Wednesday afternoon and Friday a t 12 o ' clock they would 
have an opportunity to explain why this money should not be t aken 
away from them. 

I next pointed out what seemed to be most important 
tmat the deficit for the next f iscal year should be less t han 
the deficit for the present fiscal year. I stressed thi s point 
greatly because I told him I felt that if we could point out t~t 
this year would be t he peak of expenditures end that i f next year 
would be less we could then say we have broken the back of the 
depression. I pointed out that if each year's deficit conti nued 
to increase that I did not see how we could stop Congr ess from 
forcing us to use paper money with which to meet the defi cit . 
If 1 on the cont r ary, this year would be the pe<>k of the expendi ­
tures I thought that we had nothing t o fear from Congr ess . 

The President then took a pencil and paper and tried 
to figure from every angle how we could make i t appear t hat this 
year's expenditures would be the highest . After figuring it from 
every angle he decided to t ake the departmental estimat~ figures 
r a ther t han Bell's figures which are much nearer to being right, 
and ~ t aking the department al estimates we could show a bigger 
deficit. 

When Bell and I l eft h1a Bell particularly was very 
much upset a t the thought or having to use the depar tmental 
estimates as he felt we would just be faking. When I left the 
President after this meeting I was very much pleased because I 
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felt that I bad made real headway and that I 118de the President 
race the issue or financing as I t old him in the course of' the 
conversation that I had waited f'or two months to get a plan f'rom 

I ckes and Hopkins on which I coUld base our financing for the 
coming year and of course I had never r eceived such a plan and 
l acking that I f elt that I had to have figures which would 1 show 
that we had passed the peak of our expenditures this year . 

Thursday - December 27th I had Bell and Kerz, of 
the New Yor k Times, for lunch and we went over the budget situ­
ation. ~erz stressed the point that he thought t hat the most 
impor tant t hing would be to be able to say that t he budget was 
balanced except for one i tem "Relief". He str essed this so 
s trongly that it made a big impress i on on me so when Bell and I 
went back to see the President a t two I beg~n t o work on the 
President along t hose lines , not forgetting of course my other 
pr emises that this year shoUld be the peak of the expenditures . 

The first part of t he meeting with the Pr esident 
was spent with I ckes and Hopkins and I coUld not imagine at first 
why t he President had them there but as the meeting pr ogressed I 
got on to what he was trying t o do, namely, that he wanted t o 
placate Ickes and had not wanted to do it with him alone. The 
President proceeded to sketch rather vaguely what our obJecti ves 
weret'"mentioned the fact that we needed nine hundred million 
dollars to carry on r elief and CCC camps from the 15th of 
February, 19351 until June 30th, 1935. I ckes, not knowing anything 
about t he budget pi cture, na turally was in the dark and he started 
to ask the President what would happen to his PWA proJects . When 
I t hought t hat t he President was weakening a little bit I made a 
s tump speech about balanci ng t he budget except f'or relief, my 
fears of paper inflatiob and that this was a much bigger pr oblem 
than aey individual realized. I thi.nk I made it sound quite 
dramatic and I know that I was very emphati c about it. Between 
the Presi dent and myself we j ust swept Ickes off his feet and just 
left him gurgling and murmuring to himself. After Hopkins and 
I ckes left the President turned t o Bell grinning all over and said : 
"I made your job much easier" - meaning that when Bell had to 
see I ckes and take the money away from him it would be less 
diffi cult for Bell. But what I sai d to myself was Frank.lin, 
old boy 1 you had Bell and me here to help hold your hand while 
you performed t he most ditf'icult operation on I ckes and thank God 
that I was there to back you up, otherwise we might have had a 
repetition of' what happened J ust a year ago when you signed an 
Executive Order for Lew Dougl as bringi ng all of the independent 
agenci es under the Director of the Budget and Ickes r a i sed such 
hell that you withdrew your Executive Order . As a matter of fact 
I am going to accomplish just -what Douglas wanted a year ago only 
I am going about it · t h a roundabout way and am sugar-coa ting it 
so that I hope they wi ll not recognize it. 
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The Fiscal Year 1938 

•In the Budget message of last year I said, speaking 
of the fiscal year 1936, that we should plan to ha't'e a definitely 
balanced Budget for the third year of recovery and froaa that 
time an to seek a cont1Dued reduction of the natiana1 debt. 

Despite the substantial measure of r ecovery achieved 
since that statement was made, une•pla,rment i s still large. 
The States and local units now provide a smaller proportionate 
share of relief than a year ago and the Federal Government is 
therefore called upon to continue to aid in this necessary work. 

For this reason it is evident that we have not yet 
reached a point at which a co•plete balance of the Budget can be 
obtained. I am, hOifeTer, sut.itt1ng to the Congress a Budget 
for the f i scal year 1936 which balances except for expenditures 
to gi't'e work to the unemployed. It this ~dget receins the 
approval of the Congress, the country will henceforth have the 
assurance that, with the single exception of this item, e't'ery 
current expenditure of whate't'er nature will be tully covered by 
our estimates of current receipts. Such defi cit as occurs will 
be due solely to this cause, and it may be expected to decline 
as rapidl.y a private industry is able to reemploy those who 
are nOif w1 thout work. • 

Regraded Unclassified 



1 

The President, Bell and I then settled down and 
Bell hl<d a new set df figures which were his figures and not 
the departmental estimates, and using his figures we were 
able to show: 

·1 . A deficit less in 1936 than in 1935. 

2 . The possibility of' balancing the budget except 
for relief'. 

Bell ' s figures were still sketchy beca use he 
didn't know wbich year the 900 million dollar fund would 
fall into . As a matter of fact the figures that Bell had 
were still in pencil and had only been handed to him while 
be, Merz and I were at lunch. I then stressed the f act how 
i mportant it was to have a balanced budget except for r elief 
~nd the President listened sympa thetically and attentively. 

During the conversation with Ickes and Hopkins 
I mentioned the f act that the money for the CCC camps would 
have to come out of the 4 bill i on dollar fund f or relief. 
Hopkins frowned at me. This i s important because from that 
time on I didn't mention it again because I was fearful that 
the President might want to set up a separate fund for the 
CCC camps and if he did we could not balance the budget, but 
I felt that having mentioned it once I didn' t have to rub the 
President ' s nose in it and after all CCC is a hundred percent 
relief work and should come out of the 4 billion dollar fund. 
Also during our conversation with Ickes and Hopkins the Presi­
dent turned to me aDd sa id do you thi.nk we could spend the 
4 billion on these various projects in one year bnd I said 
emphatically no and he got quite annoyed at me. He said why 
let me send a message to Congress saying I can spend 4 bi llion 
dollars if' you do not think I can do it and I came back a ud 
said after all, Mr. President, you have asked me a question 
and I am giving you an honest answer and whether that money 
can be spent or not is not my job but is Ickes ' and Hopkins ' 
job - so he turned to t hem and asked them and of course they 
both said surely we can spend it - but I still do not believe 
it . 

The President during these first two meetings had 
read Bell ' s preparation of the President 1 s Budget lies sage to 
Congress. We went to see the President again on Saturday at 
10:30 and stayed with h1.DJ,....WXt4.1 one. At this meeting Bell had 
his figures in good shape and IU.loeated the 900 million dollars 
where it belonged aDd the figures showed up the way I wanted 
them. In walking over,Bell said that he wished he could get 
the Presi dent to cut t he 500 million dollar f i gure 1n the 

(, regular budget for PWA to 300 million. 
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I consider what Kerz wrote is really about the 
most important part of the message and ties up his message 
of last year with this year on an understandable basis . 
The President thanked Bell most heartily for what he bud 
done and Bell cer tainly deserved this thanks as he had done 
a remarkably fine job. I whispered to the President that Bell 
was on the verge of a break-down and I wished he would urge 
him to go away. (I had already arranged for Bell's trip). 
The President took my suggestion and urged Bell to go on a 
vacation. 

Coolidge had made three suggestions - one of 
which I did not show the President at all. The second one 
Bell read and the President just brushed it aside. The 
third suggestion - that we show separately the total amount 
of money spent by the government for war veterans - the 
President thought a good idea and told Bell to set them up 
in that manner. 

We have completed three sessions with the Pr esi dent 
on his message . During the time that Bell and I were with b1m 
alone he never r aised his voice once, he never got irritated 
and we were able to get everything over that we wanted . As 
we left be said to me well my Budget Message i s so tory that 
I will have to put in all of my radical suggestions in my 
message to Congress . I left and told h1m to go as far as he 
liked and to please remember my suggestion on taxing Holding 
Companies and Corporations would most likely be as radical as 
anything he might suggest. I a l so said Mr. President, you 
have made me very happy and I want to tell you the reaction 
your message has had on Coolidge who says enthusiastically 
I can go out and refund 5 billion dollars worth of government 
obligati ons as a result of this message. 

I feel that I will most likely never again have to 
face as serious a financial problem as the one I had just gone 
through with the President and I now feel that I have nothing 
to worry about from Congress as I do nqt believe t hat any 
group would have the nerve or the backing to try to bust this 
budget which i s balanced except for relief. The future will 
tell whether I have passed the worst financial crisis as 
Secretary. 

Regraded Unclassified 



; . .';-

- . ~, ,,J~ 

.. 

31 
) 

? IV. F: .. .. ( 

Regraded Unclassified 



I 

t /{' ( 

7t'; j t/,1/: I ,ti/L (' 

I :;. :; .__ 

/70' 

~ i !J~ 

.:J.t iJ . 

~ /) / /t /' II ' J I I ' ~· • 

m l't/ (! I I ~ cJ 
I 

r 

' 

Regraded Unclassified 



11 
t6 

January 2d 

Coolidge, Eccles , Crowley, Oliphant a.nd O' Connor 
were called in to the Secretary's office . While the Secr etary 
was away Wr. O' Connor told Mr. Coolidge that he bad received 
information about Mr . Crowley which was ser ious enough to force 
~r . Crowley to resign. Mr. Coolidge suggested t hat all action 
be withheld until the Secr etary returned. This meeting to- day 
was called so that Wr. O' Connor could make directly to 
Yr. Crowley what accusations he had to make. 

Kr . O'Connor explained that when Crowley's name 
went up to the Senate Vandenberg got in touch with him and 
asked for a recent check-up of Crowley ' s loans because he felt 
that Crowley ' s indebtedness was too gr eat to permit him t o 
have anything to do with hational debts. O'Connor immediately 
got in touch with Crowley and Crowley sai d he was delighted to 
have a check- up made and suggested a lii8Il by t he name of Hopkins 
who he said was a good examiner and O' Connor gave Hopkins per­
mission to go ahead with the examination. Vandenberg was not 
quite satisfied with the facts and O' Connor told Vandenberg 
to withdraw his objections , make no f urther check-up and con­
firm Cr owley. This Vandenberg did and Crowley was confirmed. 
O' Connor further explained that recently st a tement s were made 
ut the Capitol t hat an investigation was going to be made 
about Crowley's activities . O' Connor immediately, after this 
gossip was spilled, began to look into Hopkins' r eport and 
found many facts and f igures untrue. 

Kr . Crowley was then called upon and gave the 
following story about himself. (This i s the same story that 
he gave Secretary Mor genthbu on October llt h when the Secretary 
asked Cr owley f or a record of Crowley' s activities for his files . 

wFor your r ecor d, I am pleased to subsit to you a 
brief history of rq actirtties during the past few years. 

For a great .any years I have been associated in 
many business activities in Wisconsin largely with rq tour 
brothers. I have never been associated with any prODOtion 
development nor any corporation which offered stock to the 
public. In the early part ot 1928 two ot our banks becaae 
seriously involved, both at which were institutions that I 
was not in any way associ ated with rq connection always 
being with other i nstitutions and f had no financial i .nterest 
in these. I was drafted to try and save these institutions 
and one ot rq firs t acts was to put in $600,000 with soM ot 
rq friends 1n one of these benla! and sold it to another ben!dng 
corperation with the understanding that I was to rewa1n with 
th8111 tor two ytars while t hel were worJd.ng out plana ot a 
Mrger. This I did. I ca.p eted this contract and withdrew 
tr- the banlr1ng field at t hat t18e Wb1ch was in 19212, and I 
have never been associated a ctivel y with banking since. 
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11:1 sell and brothers had •ery large interests in 
paper l lumber, oil and other interests, and two of my brothers 
were 1n the market quite hea•ily and had some heavy current 
obligati ons . In order to avoid any unnecessary loss to them 
I offered to endorse their obligations, and it was arranged 
for a long term extension and their notes are not due for 
several years yet. I did this on account of our family pri de 
and my desire to see that they were given an opportunity to 
meet these obligations in a pe.rfectly normal way. ll;y attorney 
and the preside.nt ot the bank both advised that it was not 
necessary to endorse this paper, but I told them I mu.ch pre­
ferred to do that and when I endorsed these notes i t was 
with the understanding that I was not to put up any ot my 
personal collateral. 

Personally, I was never in the market, have always 
been extremely conservative and none of DIY" connections i n the 
past or at present can be in any way embarrassing to me. 
Neither my !atilT nor myself own any bank stock or have any 
connection with banks ei ther directly or indirectly. I have 
no bonded indebtedness, mortgage indebtedness nor current 
indebtedness . The only obLtgation I have i s this indirect 
obligation.• 
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Many questions and answers were flung back and forth between 
Crowley and O'Connor. Finally Crowley broke down and cried . 
Be became quite Qysterical. The Secretary then sent O' Connor 
and Crowley out of the office and those present in the Secre­
t ary's office decided that Coolidge would make a further 
investigation and question O' Connor and Crowley at great 
length. The Secretary had his doubts about Crowley ' s honesty 
while the rest of us felt that Crowley was telling the truth 
but it was impossible to get Crowley to make any definite 
statements . He merely generalized. 

On or about December 31st Mr. Crowley gave the 
Secretary a sworn affidavit showing his obligations . It is 
as follows : 

"Leo T. Crowley, bei ng first duly sworn, oc oath 
depol'eS a.nd says : 

1. That he does not own or control any stock or 
have any propri etary interest whatsoever in any State or 
National bank, llllltual savings bank or trust company, or in 
any company that owns or controls any such stock, and 

2 . That he does not own or control any stock or have 
any proprietary interest whatsoever in any company that either 
operates, manages or controls a publi c utility, and 

3 . That he does not own or control any stock or have 
any proprietary interest whatsoever in any corporation, 
association or partnership the business or activities of which 
would be incompatible with his duties as a public servant, and 

4. That a written agreement has been made wher eU, 
his brothers have so arranged their bank obligations, to which 
he was a party, that he i s r elieved of any liability, di .rect 
or indirect, to any State or National bank, mutual savings bank 
or trust company, and 

5. That he is not otherwise indebted, directly or 
indirectly, to any State or National bank, mutual savings bank 
or trust company. 

(Signed) Leo T. Crowley 

Sworn to and subscribed before me thi s 31st day of December, 
1934 in the city of Washingtoo, D. C. 

~ commission expi res 
August 10, 1939. 

Henry T. lrey Notary 
Public 
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Januarx 2d 

Senator Vandenberg told Yr. Morgenthau When he went 
to see him the afternoon of Janu&rT 2d 1n regard to Leo Crowley 
that the information which came out of 0 1Connor1 s office was 
given to him by Senator Couzens' Secretary. Vandenberg told 
Mr. Morgenthau that Crowley was not confirmed until O' Connor 
cl eared him and it was, therefore, understood that Crowl~y was 
O' Connor's man. Vandenberg knows all about Crowley's having 
gone to see Senator Glass and Vandenberg also said that Glass 
thinks O' Connor is the only honest man in the Treasury. Kr. Wor­
genthau told Senator Vandenberg that in a matter of this kind he 
bad no friends and that he was going into this thing thoroughly. 
Either O'Connor w111 have to substantiate his statements or he 
will have to withdraw them. 
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On January 7th, Kr. Coolidge banded 1n a statement 
to the Secr etary 1n regard to the investigation on Leo Crowley. 
This statement is attached herewi th. I am also attaching a 
statement prepared by Kr. Crowley's lawyers . 

The information contained in M.r . Coolidge ' s 
statement about Crowley do not agree with the facts contained 
in the sworn affidavit given the Secretary by Crowley. 

About a week later, I believe, the Secretary again 
called in Mr . Crowley and Mr. O' Connor . Mr . O' Connor took 
the statement prepared by Kr . Crowley ' s lawyers and said that 
he wanted to make a further inves tigation. At this meeting 
Mr. O' Connor accused Kr. Crowley of having a man in his organiza­
tion by the name of Owens who did the purchasing for the FDIC, 
who accepted graft . Kr . O' Connor said that he bad called this 
to ~· . Crowley ' s attention and up to date Mr . Crowley had done 
nothing about it - implyin.g thbt Kr . Crowley shared in the graft 
received by Owens . 
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)(E)(ORANDml RE: LEO T . CROVI'LEY 

In 1927, Mr . Leo T. Crowley and his four brothers 
wer e prominent c i tizens of Madison, Wisconsin; active in business 
ond in no sense forming a partnership, each having his own 
interests . In 1928, Mr. Leo T. Crowley was asked to take charge 
of the Wisconsin Stat e Bank, one of the two large banks in the 
city, as the bank was not i n a satisfactory condi t i on. From that 
time on he was closel y identified with t he banki ng situation and 
became interest ed in the Vlisconsin Bank Shares, I nc . , a t a 
period after its formation . 

He and his brothe.rs owned together several companies 
which might be ter med as family companies. J.s the depression 
deepened the individuals and the companies had difficulties in 
meeting their obligations. In September 1932, a general reoganiza­
tion of the family affairs was arranged to the mutual satisfaction 
of the family and the creditors as the best way out of the situation. 
hll the existing short- term indebtedness was pai d off and the 
following obligations were issued: 

$510, 000 - 2 per cent - due December 31, 1938. 

Note signed by • T. Crow1e1 and endorsed by his four 
br ot hers to t he extent of ' 50, 000 indivi dual ly. 

~100,000 - amount of Goodall Lumber Company 5 per cent, due 1937 
$275, 000 - amount of General Paper Company 3-5 per cent, due 1937. 

(The brother s continue to hold their r eal esta te unpledged) 

It would be difficult without an exhaustive analysis 
to determine the value of the various securities pledged , but a 
list is attached . I t is Mr . Cr owley ' s belief that the companies 
are good for considerably more ttu.n their indebtedness, b.nd his 
personal debts will be r epa id if business is fair and values improve. 
It is probably impossible to Judge fai rly the value of. the securities 
under present conditions . 

The personal and company obli gat ions are held by the 
Wi sconsin Bank Shares, I nc ., or subsi di ari es . 

The VIi s cons i n Bank Shares, I nc ., controlled banks 
with deposits of about $200, 000, 000. In September 1934 the 
Reconstruction Finance Corporation bought preferred stock in their 
banks to the extent of $14, 000, 000 and has loaned the Wisconsin Bank 
Shares , Inc. $4,ooo1ooo on assets they withdrelf from the banks . 
$10, 000, 000 of the •14, 000, 000 was in the Firs t Wi sconsi n National 
Bank, a bank which at no time did Mr. Crowley have any interest in. 
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The amount of Leo T. Crowley ' s personal indebtedness 
y;hich was paid off a t the time of the reorganization ot the family 
affa irs amounted to $132, 000. 

Mr . Crowley has $1 1 0001 000 insurance of $501 000 to 
~75,000 surrender value. 

I would say that events caused the formation of a close 
business relationship between the five Crowley brothers; that they 
owe the Wisconsin Bank Shares , Inc . and subsidiaries iSlO,OOO directly 
and t hat their holdings are pledged f or this loan; that the companies 
owned by this group owed another $375, 000 to this Corporation and 
subsidiaries. 

It was entirely known that Kr . Crowley was interested 
in this Wisconsin banking situation. As far as his affairs were 
concerned they were definitely settled before he came to Washington. 
Mr . Crowley took no part in the activities of theReconstruction 
Finance Corporation with the Wisconsin Bank Shares, I nc . and 
subsidiaries. The family' s joint obligation is fixed f or a period 
or time and his brothers are taking care of the family i nterests . 
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At the time of my confirmation as Cbairiii8D of the 
Federal Deposit Insurance Corpor a tion a year ago, the relation 
of my brothers, ~yself, and our company was the subJect of a 
specia l investigation by the Comptroller ' s office, and the result 
of suc h investigation was apparently satisfactory, but because of 
a report made by another national bank examiner some two months 
l ater a misunderstanding has arisen which I desire to explain. 

For many years prior to 1928, ~Y four brothers 
~nd myself were actively engaged in business , first in the 
oper ation of a Wisconsin corporation known as the General Paper 
and Supply Company (later known as Genera l Paper and Crowley 
Wholesale Grocery following acqui sition of a wholesale grocery 
business a t Beloit, Wisconsin, and later on the Goodall Crowley 
Oil Company with some thirty-five service sta tions loca ted in 
t he City of Bel oit . These corporations are what are commonly 
ctdled f ami l y companies as the common s tock in both is exclu­
sively owned by us and we have at all times managed and operated 
them. 

In addition to the above named corporation, we 
i nvested in Wisconsi.n corpora t ions located a t Madison, Wiscons in, 
which were engaged in owning, improving and developing real 
estate in Madison and vicinity. I was thus engaged until 1928 
when I became President of the Bank of Wisconsin, Madison, 
Wi sconsin. 

This bank had been es t ablished some twenty years 
prior t o 1928, and for reasons for which I was in no wise 
responsible, it was in a very unsati Sfactory condition, and a t 
t he solicitation of the bank ' s stock-holde~ .I .accepted the 
presidency and thereafter devoted most of my time to its affair s . 
In order t o strengthen the cash position of the bank, additional 
stock was issued and sold With the approval of the St at e Banking 
Commi ssion, whereby the bank received $600,000 1n cash and 
~pproximately one-fourth of this sum was paid in directly or 
~ndirec tly by myself and brother s . I n 1929 t he bank was acquired 
by the Wisconsi n Banksbares Corpor ation, but I continued as 
Pres ident until February 2, 1932 1 when the bank was taken over 
by the Firs t National Bank of Madison, Wisconsin, whic h was 
another Bankshares ' bank. Before this merger I was asked by 
Bankshares to take t he pr!:!Sidency following completion of the 
merger but I declined . Immediately after leaving the bank in 
t he spring of 1932, I was appointed Chairman of the Wisconsin 
Review Board by Governor LaFollette and assisted in organizing 
the Board , represented the Banking Department i n legislative 
matters, and was active 1n banking affairs throughout the St ate 
until I became Chairman of the Federal Deposit Insurance Corpora­
tion a year ago. 

In the operation of our two companies it bad been 
our practice t or years for us to borrow individual.ly for the benefit of the c01apan1es and likewise to barrow fr0111 the companies 
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i n order to purchase property for their benefit. Thus in the 
past property has been acquired by one or us and held for several 
years and sold, or conveyed to the companies which had loan~d the 
purchase price . 

Unfortunately, the depression found us indebted 
as individuals and our companies as well. Our condition was the 
subJect of a special investigation through the Comptroller's 
office by Speci al Examiner Hopkins. Preceeding my appointment 
as Chairman of the F.D. I. c. Hopkins reported to the Compt roller 
on February ll?., 1934, and I am informed that on April 6th following 
another bank examiner commented on our r elations to the banks, 
hnd without some explanation, these two reports might be deemed 
a t variance. 

In the Hopkins' report it is stated that on 
February 2, 1932, Leo T. Crowley was ~ersonally indebted to the 
St ate Bank ofWisconsin in the sum of 199,966.60, and to First 
V.isconsin National BankcC Kilwaukee i .n the si.ID of $32,500. This 
report shows that between February 2, 1932, and February 1.2, 134 
(the date of the report) that $'1'9, 741.59 was paid on sue h indebted­
ness to State Bank of Wisconsin which would have reduced the 
«mount personally oWing by him to both banks to the sum of 
$52,TG5.0l, but for the fact that in the meantime an agreement 
was negotiated with the banks whereby Leo T. Crowley voluntarily 
assumed the obligations of his brothers, guaranteed b,y them, 
amounting to $330,251.37 to State Bank of Wisconsin and $127,795. 58 
to First Vlisconsin National Bank of Milwaukee. The foregoing facts 
ar e set forth in detail in the Bopkins report to the Comptroller 
«nd is a part of the Department's files. In the report made by 
some national bank examiner on April 6, 1934, my indebtedness to 
the First Wisconsin National Bank of Kilwaukee, including that 
which I voluntarily assi.IDed, is stated to be $274,295. 58, whereas 
t he Hopkins r eport shows the amount to be $160,295.58. The 
discrepancy is accounted for b,y the inclusion ln the flrst report 
above mentioned of $108,500 evidenced by note to First Wisconsin 
National Bank signed by myself and A. w. Schulkamp. This note 
represents a balance on a note which we gave for money borred for 
our banks as explained ln the letter of llr. Thomas hereto. attached. 
Nelther of us received a n,y beneflt therefrom, and have slnce been 
released from all obligati on thereon. 

In view of the conditions accompanylng t he depressi on, 
al though we had opera ted our companles on a small profit, I deemed 
it wise to obtain an extension of time for the payment of my 
personal as well as our company i.ndebtedness ln the hope that 
business conditions would improve and values would agaln become 
normal , and with this idea in mind, negotiations were commenced 
in the spring of 1932 with the representatives of two creditor 
banks and an agreement was reached and became effective 
September 8, 1932. u~er this agreeaent Leo T. Crowley personally 
assi.IDed the indebtedness above mentloned, giving bls personal notes 
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therefor. guaranteed b.r his brothers. dated Karch 1. 1933 at 
~ due on or befor e five years after date. payment being ~ecured 
by certain stocks, bonds. and other collateral or some twenty- three 
different corporati ons. all of Which except six were Wisconsin 
corporations .operating 1n Madison and vicinity. Amongst other 
collateral was a mechanics lien against an office building in 
Madison far the sum of $78.277.59 which was subsequently ta.ken 
over by Wisconsin Bankshares at face and applied upon ~ note 
indebtedness . I am advised that the examiner Who ~~ade the 
report on April 6~ 1934• indicates that the only collateral 
back of ~ notes consists of soae common stock in the General 
Paper and Supply Company and stock in a closed bank of Madison~ 
Wisconsin. Thi s is evidently a mistake. Some of the collateral 
consists of coliiiiiOil stock 1n the General Paper and Supply Company~ 
but there has never been any stock in any bank in Madison placed 
as collateral to either of ~ notes. Some of the collateral 
consisted of Bankshares stock which I ordered sold and the 
proceeds applied on the nates . 

Under the contract of September 6~ 1932~ the Goodall 
Crowley Oil Company debt of $100~000 was extended five years 
payable in annual installments ranging from $lo.ooo a year to 
~5~000 per year and the interest rate was reduced from 5~ to 
5%. In consideration of thi s extension I pledged a life policy 
in the principal sum of $100 000. Pursuant to this agreement 
of September 8~ 1932~ Gener;i Paper and Supply Company was 
granted an extension of five years on its obligations~ with 
interest rate reduced from 5~ to 3~ the f irst year~ 4~ the 
second year~ and 5~ thereafter. I also secured payment of 
this CCllllpacy's obligati on with insurance on ~ life in the 
aggregate principal sum of $275~000. In neither case was 
the princi pal of any obligation 1n any wise reduced. The 
only concession was in the interest rate and extension of 
time of payment as above set forth Which I feel was Slllply 
compensated by posting collateral consisting of life insurance. 

Apparently there is some statement in the report of 
the examiner of April 6~ 1934, to the effect that some four 
year plan had been agreed upon between ourselves and the banks 
which had failed and the result was the giving of ~ notes 
dated Karch 1~ 1933. There never was any four year plan. 
These notes were given Karch 1~ 1933~ in accordance with the 
terms of the contract of September 8~ 1932. 

MJ personal notes~ above mentioned, and the collateral 
securing the payment of same~ are now held by the First 
Mortgage C01apany of Milwaukee, Wisconsin~ whose stock is owned 
by the Wisconsin Bankshares Corporation. 

Our two corporations have no indebtedness except to the 
banks and there is no mortgage or other lien against their 
properties. What the assets of these ca.panies will be worth 
at the end of the extension period in 1937 is~ of course~ 
impossible of ascertainaent~ but I was soaewbat encouraged by 

an offer received since 1932 in excess of a little over 1200,000 
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for the property of Goodall Crowley Oil Co•PSDT wh.1ch property 
we could have sold before the depression for nearly twlce that 
amount. 

I am sti ll carrying life insurance in the aggregate 
principal amount of t 

I am in no w.1se concerned w.1th any loan obtained 
b¥ e ither of these banks or by Wisconsin Bankshares !rom the 
Reconstruction Finance Corporation and as far as the Federal 
Deposit Insurance Corporation i s concerned, neither of these 
banks has ever sought a favor and nothinc has ever developed 
which indicates that I cannot act fairly and impartially in 
m1 official contacts wlth them. 
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FOR IIODlDIA'l'JI RJ:LEAS., 
Thursday, Janual'}' 3 , 1935• 

Washington 

22 

Pr~ss Service 
No. 4-2 

Secretary of the Treasury Worgenthau today announced that the additional 

issue ot ~1/4 percent Treasury bonds pf 1944-46, as a result of the exchance 

of second.-called J'ourth Liberty Loan bonds , amounted to $456, 897, 300. '1'b& 

subscription b~oka for this issue were closed on October 11 , 1934. Subscriptions 

and allotments were divided among the several J'ederal reserve districts and the 

l'ederal Reserve 
District 

:Boston 
New York 
Philadelphia 
Cleveland 
Richmond 
.A.tlanta 
Chicago 
St. Louis 
Winneapolis 
Xanaaa City 
Dallas 
San J'rancisco 
Treasury 

Total 

Total Subscriptions 
Received and .A.llotted 

$ 20 , 098, 800 
134,,381.300 

24, 179,600 
62, ,271,900 
21,.968,;1.50 
lO,p42, 300 
65, 578, 400 
28, 372, 400 
12, 235,400 
25, 946, 550 

9, 010, 450 
20 , 886, :;ocl 
21 , 125. 550 

$456, 897, 300 

Regraded Unclassified 



Januan 3d 

Mr. Morgenthau called in Professor Williams of 
Harvard and talked to him about his going to work on getting 
together various information on gold. The following things 
are troubling -: 

23' 

Why should we let all of this gold pile up in 
t he United States? The answer that is given is that we have 
to buy gold at $36 in order to stabilize the exchange. Sooner 
or later we will have to make some decision unless by letting 
P.Old come into this country we force the other countries ott 
the gold standard. Is that good or bad tor us? Should we try 
to direct this thing? 

I want an explanation of the British currency. 
I want this set down in laylll8n' s language. 

Do we want to have the right to buy gold only when 
we want to do so - the way we are doing with silver? 

Professor Williams asked whether Mr. Korgenthau 
wanted to explore the possibilities of stabilization with the 
other countries. The answer was yes . 

Should we review the r el ation between gold and 
pri ces . The answer was yes. 

Professor Williams also suggested exploring the 
sent~nt abroad. 

Professor Wi.lliams said that he had heard that 
England feels we ought to take a step forward and, of course, 
we feel that it is up to England. 

Mr . Korgenthau then told Professor Williams that 
if he got all the facts together Mr. Vorgenthau would then be 
in a position to make recommendations to the President. 
Mr. Morgenthau asked Professor Williams to review what 
devaluation of gold has done. What wer e our reasons for doing 
it and did we realize what we set out to acca.pllsh? The 
President had told Mr. Morgenthau that it had not worked and 
Mr. »orgenthau does not agree with the President. 

Professor Williams said he would get started on 
gathering together all this information and will have a report 
ror Mr. Vorgenthau before long. 
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J~nuary 3 , 1935. 

The sub- committee on Housing or the Interdepartmental Loan 

;o:nmi ttae met in the Federal Reserve JJoard r oom at 2:15 P .M. 24 

Those pre sent were: 

Mr . /a hey , vhairman , irnL13B , 

Mr . ~coles , Covernor, FRB , 

~~r. :~offett , Adm inistrator , FHA, 

1:.r . Jones , .::ha i rman, RFC , 

Mr. Ickes , Secretary of Interi or, 

Col. Horatio 13 . Hacke tt, Di v ision of JlousinB, PWA, 

Mr . Upham. 

Mr. i<'ahey stated that the j:'UrposA of the sub- committee a nd of 

t~e ~ee ting was t o develop ideas for a unif i ed housin~ program to 

rresent to the I nterdepartment al Loan ~ommi ttee and to the President . 

Re mentioned s pecifically the problems ol' building and repairin(' urban 

homAs , rura l home development , and considera tions now prevalent in the 

•enAre l real esta te field as e whole . Matters in whtch the HOLC , [l'Hl. , 

P 1.. , and RPC are concerned should be t aken into account • 

. ..Jo f a r as the HOLC and the 1'H.\ are concE-rned , r:r. Fahev 31l id , 

tlle broad problem is the que , tion of how much f urther they should be 

provided with Government funds , e nd t o whet extent priva te institutions 

(with a id ) can take over the burden . 

7he HOLC has 95 ,800 , 000 , 000 of applica tions, and ~3 ,000 , 000 ,000 

to meAt them . $2 billion 4 bas been paid ou t and tlle rest or the $3 

bi llion committed . This l ea ves $2 billion a or applications left over. 

LenrUng instit utions will have received by March $3 billion . Ninety 

per cant of them will be in shape t o take their s hare of t he hurden. 

But there will be $1 billion 5 to $1 billion a of mor tgages or the t ype 

HOLe was i ntended to take which the lending institution either csn •t 

or won• t take . 
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Membe rs or t he BLBS oan take some . There are 3.ooo members 

with assets or t3 billion 5 an.d t~O mill i on borrowi ngs , '!'he chi ef 

barrie r in getting them t o borrow f r om the PHLBs and t o lend the 

proceeds is the i nt er est rate they have t o pay, whi ch i s tour per 

cent . 

Mr . Fahey suegested t ha t t he j oint-obligat ion debenture s of 

the ?HLBa be made red iscountabl e at the PRBs a t a l ow rate or t hat 

t he Gover nment appropri a t e $500 million t o buy t hese debentur~s or 

that the RFC buy $500 mi l lion . '!'ha t i s e ll the FHLBs can use in 

the next year and a half and maybe t hen t he member institutions can 

t ake care of things t hemse lves . I t was sugges t ed that there are 

difficulties in the way of membership i n t he FRS for mor tgace lend­

inc institutions , although some sort or assoc iate membership might 

be worked out or i t might be accompl i shed t hrough member ship or 

the FULBs i n the FRS . Even then only short- t erm redis~ount ~ are 

available . Mr. Eccles suggested that t he pr oblem i s to ref i nance 

existing mortgages a nd get so~e new construction . The banks have 

plenty or funds, but t hey s tress liqu i di t y . I f the FRB were r i ven 

broad author ity t o determine elig i bi lit y or paper ror r ediscount, 

the mortgage s i n t he ba nks might be giv en the l i quidity needed . 

The rat e is the main dif ficult y , he said, and added tha t it mort­

gage i nst itu tions coul d ket funds a t three per cent t o l oon at f i ve 

it would help. 

Kr . Jones suggested that the B&Ll's do not l i ke t o aeke new 

loans unt il the i r old ones are in better s hape . 

Mr. r ahey r esponded tha t some or them are tn good shape ·but 

those that are not spoil the whole community. He cited Dayton , Ohio 

as an example . There are 16 associat ions in Dayton, with $160 

25 
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million or a ssets . Blvea ot them were taken over by the State and 

the community paralyzed. 

There are 1000 1ederal savings and loan associations in 

operation . with $139 million or capital , only $11 million or which 

is Government money. 

~. Jones suggested that the sub-co~ittee recommend t hat cheap 

money be provided ror the FHLBs and to ask Congr ess ror just as 

little as poss ible. 

Mr. Morrett said that such a program would put the national. 

mortgage associations out or business. Mr. Eccles answered that they 

ar e not in business . ~. Uorrett said they could not start unless 

the law was amended to permit ban~to buy their stock . Mr. Eccles 

stated that the banks wouldn ' t it thev could, tha t Title III would 

never work and he bad always thought so . Mr. Moffet t satd that 

he thouebt the banks would buy stock , and that Mr . Ardr ey had told 

him he bad a s surances rrom banks in New York City and elsewhere tha t 

they would and that the chances were good ror the e stablishment or 

five or six nat i onal mor tgage associations. Mr. Jones interposed 

to suegest that that quest ion be disregarded for the momen t, and 

a sked if t he committee should recommend t hat the FHLBs be permitted 

to rediscount at. the rRBs or that they be permitted to borrow r r om 

the RFC . 

Mr. Fahey then brought forward tor consideration the Federal 

savings and loan assoc iat ions . $100 million has been au t horized 

tor tb-. $50 million bas been appropriated. $11 m.1111on ba s bean 

spent . $20 million more i s committed. Where to get the other $50 

mi llion wh i ch baa bean authorhi &ed but not appropriated? ur. Eoc1aa 
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surgested that that problem would not be acute tor several months , 

a nd Congress would still be in session . 

Mr. ~ahey said that he was interested in two other matters , one 

a direct interest in possible action by Congress to give the HOLC 

another $billion or so to spend; the other a contingent interest in 

cotton with respect to t he FHA and the extent the insured mortgage 

can be relied upon t o take over the burden now resting on the HOLC . 

Mr. Ickes stated tha t he was depending on the ~A t o take care 

or the housing pro~ram in which he is ihterested. It will be con­

fined to slum clearance and low price housiQb, some rural home 

development and subsistence homes tead develo~ent. He expected a 

lump sum in the budget for these pur poses , he said . 

Kr. Moffett reported that action under Title I of t he ~ederal 

Housing Aot providing fo r renovizetion and modernization or houses 

ts getting under way. s o f ar as Title II is concerned, providing 

for mutual mortgar e insurance , the chief difficulty is in getting state 

lawn changed to pei'l111 t lending inst1 tuttons to lend up to eo per 

cent of appraised value s . Title II will runction only about 20 per 

cent efficient , however , he said, unless Title III is cleared up by 

letting financial institituions buy stock in the nat i onal mortgage 

associ ations the same as they buy stock in the federal Reserve banks. 

Ir the t 1 s done , Mr . Moffett thinks, then mortgage as soc lations will 

be formed. He thinks the public should buy t he debentures or the 

national mortgage associations instead or buying the insured mort­

eages directly. Mr . Jones asked about amending the National 

as suggested . Mr. Eccles said that it would be going counter to the 

idea that national bonks should have no aecurity affiliates and should 
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not deal in securities. Kr. Jones asked •bat the Federal Reserve 

Board would say, and Mr. Eccles replied that it bad not been 

discussed in the Joard . 

Mr . Eccles •as or the opinion that banks •ill not engaee in 

the business of lending money, insurtnp the mor t gages, aDrl then 

selling them at a discount. He regards t he National Mortgage 

Associations as an unnecessary link i n the chain . They have to get 

t~eir funds from the public. The i nstitutions • ith f unds are the 

ones that should lend. The Pedera l Reserve Ac t should be amended , 

in his opinion, so that mortgages can be made eligible for rediscount , 

ond thus the lending be done directly . 

Mr. Moffett reported that the ~ has 2000 f irms siened up for 

insur ing mortgage s , but no Nat ional Mort gef'e Associations forme d . 

Mr. Jones s uggested tliat Senatore ~'letcher and Class be consul­

t ed before any l egislat ion is agreed upon. 

Mr. Eccles s tated that amending the Banking Act to permit ba.n.k.s 

to buy stock on National Mortga~e Associations .tll not do any good 

and is unnecessary. If the stock is good enough for the banks •1th 

legi slation it i s good enou~h for the insurance companies and other 

lend ing asencies • 1thout legislat ion, a nd they can buy without 

leeislat1on but have not done so . It will not mean a thi ng to amend 

the Nat ional Bank Ac t. 

Mr. Moffett said there must be s r ed i scount agency. 

M.r . Jones •as or the opinion tha t the banks would not buy, and 

surgested a reduction in the capital requirement for Ka t i onal Mort­

gage Associations. 

Mr. Eccles remarked that there are no insured mortgapes in 
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existence. and Mr. Morrett replied that they are gettine some and 

tha t there are lots or applications. The PHA can ' t get started 

overni~ht. be said . 

Mr . Eccles said that the r egulat ions under Titl e I I were too 

strict and would have t o be changed . 

Mr . Morrett was or the opinion that they could market four 

per cent 10- year debentures a nd two per cent short terma . He added 

that publici ty with respect to a proposed provision or three per 

cent money and a twenty per ceut subsidy by t he PWA bad made it 

next to impossible for FHA to do anything . Everyone i s wait i ng to 

see if it is true and what it is all about . 

Mr . Jones sug~ested that loir . Moffett visit .'l etcher and 

Steagall and ~plow the ground~ . 

Mr. Morrett remarked that either the National Mortgage ~ssooia-

tiona must be set up as a rediscount atenoy or that some other 

ae ency must be set up . 

Ur . Eccles stated the problem a s one or getting costs down 

and rents up and providing a subsidy for t he gap in the ~eant1~e. 

I t would be political suicide , he said, t o t e ll the homeowners end 

financial instit utions that values a nd r ents must come down and 

losses taken. That process ha:;o not s topped, he said , but !IOLC is 

carryi ng the burden. Ol d homes are 11 better buy than new ones , he 

sa id. 

Mr. Moffett sa id he looked on it as t he HOLC stoppinr fore­

closures, taking caro or the distress , and giving ~ e chance to 

restore values , on a long range plan. 

4t He sugge s ted the continuance or the long ranee plan , giving 

both Title II and Title III a trial . He a sked that tbe door 110t be 
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shut on the ~rivate enterprise" show. There must 

the insured mortgage. The publio oannot buy them. 

Mr. Jone• stated the posi tion or the RFC as being tha t or 

wanting to cooperate with all or the agenc i es as long as they were 

in operation. Mr. Eccles sugges ted that the RFC might buy s tock in 

the National Mortgage Associations. Mr. Moffett replied that that 

would be Government in private bus iness , and that what the associa­

tions need is standing , not capital . 

Mr. Moffett suggested that both Hief tler and Harrison were or 

tho opinion that the banks would buy stock in the National Mort~ege 

Assoc iat ions . Yr. Jones said tha t they either did not know or they 

were not frank. Mr. Fahey said that Rieff l er did not know--they 

took him in. The Real Est ate Board people ~anted a pla ce to sell 

their mortgages , not to borrow a eainst them. Congress would not 

~tend for that . They insis ted tha t it be done on a sound bas is . The 

bui ldero get profits and commissions and want the Government to 

insure and t ake the loss . 

Mr. Eccles suggested that the legislation needed i s tor the 

Rl"C to purchase s t ock i n the Nat ional Mortgage Association end 

purchase debent ures of the Home Loan Banks . Congr ess ~111 not a pprove 

t he purchase of mortgage association s t ock by National banks and 

t he banks would not buy it anyway. The mortgage association would 

be a security affiliate , which ConRress has gone t o great pains to 

eliminate. The way toopen the mortgage field i s to get cheap mnney 

from the Federal Savings and Loan Associations and t hen >et the 

co~ercial banks t o use their exceas funds in acquiring and holding 

( mortgages . 

Wr. Fahey said tt is itap<>ssible to get out or the d1tt1cult y 
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unless the private lenders can be stimulated . Three per cent 

funds for slum clearance is alright. but it should be mode clear 

t hs t there will be no t hree per cent money for individual homes. 

Mr. Eccles said that r ents are too low to bring private 

capital in. Low cost housing pulls down t he rent structure in 

the whole area. He suggested that the r.overnment clftsn the s lum 

out nnd t hen let the private interest build i t up , with a subsidy. 

3hort circuit the money from where it i s t o where it is needed • 

'lfithout going through a Government bl)nd , as is being done now. Make 

thA mortgage in the banks as good as a Gove rnment bond \n the bank. 

It was agreed to meet again at 2 :30 P .M. on .Monday, Jauuary 7 . 

31 
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January 3~ 1935~ 

A sub-committee on Farm Credit legislation or the Interdepnrt­

mental Loan Committee met at 2:00 P .M. tn the orrice or Under­

secretary Coolidge . 

Those present were: 

Mr. Cooli~e, Undersecretary or the Treasur y , 

Mr . Myers , Governor , ~arm Credit Administration . 

Mr. Hill, Deputy Governor , Farm Credit Administration, 

air. Hovey, General Counsel , Farm Credit Administra tion. 

Mr. Talley. President , Commodity Credit ~orporstion . 

Mr. Buckles , Agricultu ral Adjustment Administration . 

Mr. Caston , Assistant to the Secretary. 

Mr. Uph8111. 

A. summ!lry or legislation proposed by the Fsrin Credit .ldminis­

trs tion was presented . It was informally approved by the sub­

committee and Governor Myers was asked to prepare a more concise 

~emorandum ror submission to the Secret ary and the main co~ittee , 

Later a digest or the :~endatory Sections was r eceived. 

l 
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Jemtn 4th 

Senator ~ty called 'Jir. llorgenthau to-d&7 
and said that he wanted to withdraw hie endoree~~ent or Jobn 
llcltee. He told the Secretary that he was at a meeting and 
could not tell ht. wh7 but that the next t1 . .a he saw ~ he 
would. The Secret&17 then told Senator ~ty that he too 
withdrew his endorsement or lie It ee. ~ 

~.IH -c­
~;,_., 

·-
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DEMOCRATIC NATIONAL COMMITTEE 34 

NATfONAL. PA£SS B UILDING ..._J ~ 

..lAMi a A.,.A,.L£Y 
C.loi .. III MAif 

WASHINGTO N .j/t~ ../ . 
~Pd 1t-t ~~ -tf 

llnorable Be1117 lllorpD~, Jr. 
Secn\aq of \!» tre&.a.17 
l'auuJiitoa, D.O. 

~it ~ 

!be att.tlhe4 leUer - \o • toW u4 1 • 

puai.JIC it alOJIC to 7111l for 'llb.atenr ooDI14eraUOil you. fMl 

U •r1h. So yov. w1U 1110t 1111W14er•tu4, He1117, 1 _, you 

to lalolr \hat 1\ - \o • whoU:r 1UieoUoUe4J u a .. uer of 

fac$, 1 4o aot lalolr \ha llr. Coffey who wrote the let h r. 

JAI'IIIICD 
be. 
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Han. James A. Farley, 
'laahlngton , D. c . 

Dear Gene•l Farley0 

Uadison, l'Ti soonain 
Deo . 31 , 1934 , 

35 

Following i e a report on Leo T. ::: rowley-
!,,r . Cr owley made his first money of any importance on a riaing mar­
ket during war time, His auaaess continued through the years until 
the depression. 

He acquired t he Genera l Paper Co, of this oity, then oil s t ations 
and other pr operties, finally taking over The state Bank of Wiaoonain 
of t his a i ty of whioh he aaeumed the 11111nagement in, I t hink, 1928 or • 29, 

About t hat time he waa aaiQly responsible for the election of 
\ . G. scluoedeman to t he offiae of lolayor of Madi son. Mr. Sahmede11111n Gr o­
ing old and never a strong aharaater, has been dominated by Kr. Crowley 
f or years. 

Beoauee of Mr. Crowley' a penchant for speculation he waa always 
considered unsafe by careful bankers. With the depression money trouble 
aame to him from all aides. He then put hie bank into The Wiaaonain 
Chain Bank System continuing aa 11111nager. He also travelled over this 
t erritory and urged other banlr.a to join the aha1n, lluoh auoaeea attend­
ed ed h i s efforts , and one lawsuit tha t I reaal l at Portage, \7iaaonain 

Finallf late 1n 19 51 he aated to eave himself. He satisfied a 
mortgage of ~50 ,000. on hi e home , replacing it with a mortgage for 
~60 ,000 out of the bank, Pr oper ty 1n Vliaaonain i s aeseaael at 100% by 
state law. Kr. Cr owley ' s home was a sses sed for $32 , 860, 00, He also paid 
t wo mortgagee on his paper aomp&IIJ' build.ing totalling $48 ,000 , replao-
1ng thaa wi th one to the Bank for $ 76,000, due $5000, 1n one year, 
)5000. 1n two ye~ra, and $66 , 000 1n three years. Aaaeeaed value of this property ia $49,900 . Publia recorda show t he a~ove. I am informed , and 
believe, he pu~.$n hi e unaeauredm note and t ook out another $75,000 . 

During 1932 hie banlr. waa foroed t o liquidate. The ohain bank people foroed him to make a partial adjus tment of the above at that time. 
1·1hile 11111ttere were a pparently O.K. with Mr . Crowley, Phil La­

Fol lette made him a member of The State Banking Boar( of Review, Next 
aame Mayor Sodmedeman• a election to the Governorship in the 1932 
Roosevelt l andslide, llr. Cr owley at onoe t ook control of that offiae 
and waa aotually the Governor until a few months ago when he want t o 
.?a abington. 

He worked wi th the c onservative or Reactionary Republioana , 
in f aot t he V/iaaons1n state Journal of this aity, a conservative pa per, 
baa been a nd ie hie mouth- pieoe and advertis ing medium. He handled the 
farmer a milk a trike w1 th t he sta te lolili tia . He issued aorip to the 
St ate Banke at an ext raordinar y political azpenae to t he banks. 

Regraded Unclassified 



( 36 

Mr, Farley No. 2 

He for oed the firat Demooratio Assembly 1n forty years to Tote 
~gninst the Initative and Referendum law. More than fifty of \hese aa­
~emblyman were retired last November. He even tried to issue eTery aa­
l oon l i oenae in the State from the State Capitol. He dominated the 
; . 1. •, , and other relief progr811la and appointed large numbers from fami­
l ies of his friends , oauaing muoh merited oritioism. Finally be attract­
ed the favo rable notioe of Mr. Korganthau and went to Washington. 

In south Dakota 1n 1~14 aa Demooratio State Chairman, I i n itated 
a Bank Guaranty Law almost a oopy of the present law. 1 felt that the 
man in oharge of this new Guaranty Law oould do muo :h t o make or break 
it . I felt that Mr. Crowley would not be the proper man and for t hat 
reason filed obJeotion to hie oonfirmation with senators Glasa and uor­
beok of the Banking Committee , 

I oited only mw personal experience with Mr. Cr owley Whioh wae 
br iefly as follows . Early 1n 1~33 1 examined a number of failed banks 
for t he state Publio Funds Guaranty Depar tment. My reports r efleoted 
on the men in oharge of t he State Department, Gerald Kaloney and Leon­
ard .7ilbert

1 
friends of Mr. Cr owley, One i tem alone shows that they 

overpaid $ 5010 , 00, ur. crowley admitted my r eport was oorrreot but he 
left his friends undisturbed and replaoed me wi th a r elative of Yr. 
Leonard 17ilbert' a , 

Final ly, there oontinuea to be muoh oritioism of Mr. Crowl ey 
and h i s methods here, There still are threats of a John Doe investiga­
tion of his l tate Bank, Moat of the bl8111e for the Reactionary oontrol 
of the Demooratio party in this State is lharged to him, A thorough 
inquiry should be made, though the faots stated above and sustained by 
the reoord should prove wr. Crowley unfit to hold any offioe of 
l?UBLIO TRUST': 

In oonolusion I have oonfined this report to mettera of reoor d 
or matters that may be eaeily eetabliabed. If 1 oan be of any eervioe 

to youm at any time please advise ~ae. 
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TREASURY DEPARTMENT 

IHTIER OI'FIC:IE C:OIOIUHICATIOH 

To S.cret&rT lfor~ntbau 

,...., .. lfr. Baae 

SUJectt llport gf tM Cq=t ttH op lqpn=' g ltgprity 

!lie rec-eDdaUone all4 &DIIl;rMe eabo41ecl 121 \he report o~ 
the C.-tUN OD koDOaic s..rl\7 an, on \be whole, eoulldl;r co­
ce1Ted, 41ec1pl1ne4, and praci1cable. fhoach eut~icien\l;r oonorete 
1D ouU1nee to afford the llaeh for l..ae41ate leghlaUon, the r.­
commeD4atione are aleo sutf1c1entl;r ~lexillle to perait the !rea.ur;r 
to 4eT1M an4 iDcorporate the II&ChiDer;r beet nited to ih neede; 
an4 to alter certain propoeale without illpair1ng thei r general ol>­
jecUne. 

'!'be priDcipal propoeale IU4e ~ the C...tttee are the ~ollo~ 

1. !be eehbliU..nt of a :re4eral-State UDaaplo;runt 1o­
.uraace qat•. 

2. !be eetablillllment of a qat• of earplo;pment a .. urance, 
onl;r •aguel;r euu .. tecl, -1n1;r thro'Q&h the prorteion of 
jobe tor able-bo4led ~lo;re4 121 public worka projech. 

3. !be eetabl1U..nt of a uUonal contrillu\or;r old-age 
iaeure..ce ech on a ca.paleor;r bade, aJ>Pli~llle to 
110et -..ce an4 ealar;r womere, 

4, 1'he eehlll111laent of a :re4eral~t&te e;r•t• of DOD­
contrillutor;r olcl-ege peneione ~or wcmere now ad'faace4 
1n ;reare. 

5. :re4eral appropriation• of (a) an ad41Uonal $10,000,000 
•-·n;r for extending aid \o l ocu State health ••:r-
Tio .. ; (ll) $25,000,000 t o $50,000,000 f or granh-1D-aid 
to Statoe with mother•' pen&ion lan and tor the 4enlop­
~t of adeqo.au chUrl weUare eerrtces; and (c) $7,000,000 
~or \he n..-ption of the naUoo-11'148 -ternal a114 ch114 
heuth progna u:ndertNc8D 'b;r the Oonr.-nt between 1922 
all4 1929 • 
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Secretar,r Mor~entbau - 1/5/35 - 2-

I, UJm!PLOn.!EllT INS\JlWICE 

,L Pr1ooipa.l Boeqmopdetippa 

1 . The federal Gournment ahall lny a uuifona JMIIYTOll taz 
of 3 percent on the wage a or aall\rles of all workare empl o;red 'b7 
enterpriaea baYl.ag more t haD three empl o711ea. 

2. Up to 90 percent of the J'edere.l tu ahall be crecllted to 
employora tor p'*""enta they have made t o State qatems meetlag the 
ml.ol..mum standard• to be prescribed b:r the J'edera.l. Government; and 
the State• ma:;r allow crecllte to .-ployera who provide t heir om ap­
proved insurance 81{atems or who contr act out such insurance UDder 
appr oved conc11t1ons. 

3 , The tuncla collected by the States, however, under State 
schemes, as well aa the remaining 10 percent of the !'scleral pii\Yt'oll 
tax, ohall be deposited 1D the Tr easury in a trust account t o the 
credit of the States, f or &dciuiatration by the Secret&rT of the 
Tre&WJ7; and interest ahal.l be credited periodically on the account 
of e ach State at a rate equal to the average y1eld of all loag-term 
Gove~ent bonda. 

4, The J'eder&l Government , from the proceeds of 10 percent 
of the federal p~roll tax, will p~ all costa of administration of 
the State uuemplo:rment ina11rance 81{ateme. 

5. Admiuiatration of the J'ederal act and ~;enere.l w.pervialon 
of the State qatems, except w1 t h reepect t o fina:1eial a&za1u1atrat1on, 
ahall be by t he United Statea Dep&rtiUnt of Labor, t hrO\Ijlh a Social 

I oeurance lloard. 

6. Statea are free to provide more liberal benefita than ths 
minima t o be prescribed 'b7 the l'ederal Gonrnment, and, for such pur­
pose, ma:;r exact contrib\ltions from emplo:rees. 

1. It 1s eatlm&ted tbat a 3 percent p&Troll hx -.ould pe!'lllit 
compenaation of one- half the weekl7 n&e Up to a max'mm of $15 a weU: 
f or a period of 10 t o 15 -~ upon 1oss of a Job, &tter a w&1t1Dc 

period ot 4 weeks. 

8. llenefita are to be administered 'b7 the States , preferably 
at public emplo,rment exohADges; the sea sonally unemployed are not 
el1&1ble 1D off-aeaaona. 1hen uuemplo,.ent benefits ars s:a.-sted, 
worlcer 1a t o be cert1t1e4 to authorities ill eherge of J'ederal pW>lic 

wor::Cs proJ ects aa elicible for public 8plo7Mnt. 
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Secretar,y Wor genthsa - 1/5/35 -3-

9. It h estimated that duri~ the decade of the 'l'wenu .. , 
contr ibutions under trUCh a pl &n wcmld heve exceeded disbure-nte b7 
approximatel;y $2, 500, 000,000; and thAt acnual collections between 1922 
and 1933 wcmld ban Y&ried bet-n $896,000,000 1n 1929 and $452,000, 000 
in 1932. 

I . Cqgpopta 

1. The broad economic and financial aspects of the pr opoaaJ.e 
would appear to offer no inauperable difficulties, partioula.rl7 ae t he7 
follow the English practice i n important reepecte. 

2. Unlike t he Elll:lhh qat.,., bo-nr , the costs are not abared 
by employers, emplo;yeee, a.Dd tba 1'reasuey, but are lerled ilaediatel;y 
against eoplo;yers excluehel7. 'l'ba tend.enq, therefore, wcrald be t o 
ra.l.ee business coste and prices UJd/or t o redw:e ""«"•· 

3. The latitude to be allowed the ae.eral Statu ahould not be 
t oo great because a real paoli~ of rialce 1a esaentlal , and beeauae 
unif ormity is required to preYont the Statoa from engaging i n a compe­
tition for l ooseness at the beheat of empl oyers. 

4. Collection excluA1Yel;y by the Federal Government , with 
remissions to the States, would be far more effectiYe adminhtratinl7 
than the propoeed method of •credits• IIG"h•st the !'ederal ta.x. 

5. 1'he &d•ieab111t ;y of permitting apl.QTer• to obt a in further 
crodita by setting up their own qateme or b7 contracting out their 
in.,.ranee ia extremel7 questionable, eave, perhaps, UDder the moat 
rigid eafeguarde . 

6. '!'be eegrepUon of accounts f or each State, • • ie proposed, 
would raiae aeri oue problce, sa wcmld tba eegreption within the States 
by enterprises. 'l'ba pooling of ri&lce , which h eaeentlal for the 
qateaa, wcmld be impaired b7 w.eh aegr.,;atlon. .Ul States would be 
encourllf!ed to adopt qet .. a thst would exhanat at least 90 percent of 
the contr1but1ona of their bueine88 enteroriaea; and Statu with rel~ 
thelT ateble emplo;rment would contribute- nothing t o St ates with rel~ 
ti•el7 unstable emplo,.ment. 

It it be at all teo.eible pol1tlca.ll7, a uaiform muu- uUonal 
q ot em ahould be adopted, with a prorleioD that aq State miC)lt .. tab­
lhh nppl llllentar;y qat••· It ....,. be noted t hat UDder the recoaaen­
clationa- of tba COIIDlttee, no pr oYh.ion h 1Dcludecl t or the traneter of 
"" ; 1 07Jil8nt credi ts frora OIIAI State to aDOther. 
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Secretary Korgenthau - 1/5/~ -4-

In line with the Prealdent '• o:peniliC menage to the preeent 
aeaaion of Congreea , the Committee recommeDda a permanent IT•tem of 
planned public worEe, conducted in conJunction with the unemplor­
ment 1niiUJ'aDee qatema. fhl.a :plan h proposed ae a substitute f or 
the European .yet .. of proYidiag exteDded eaeh relief 'benetiU to 
wor:cara who hen exhausted t heir no mal unempl01Dient benefi h. 

It h obrloua th.&t th1a :propoaal 11a1 proY14e the bade f or 
an eDDnaoualr t.portant attack upon the :pr oblea of atab111t1 of -
pl o,..nt aDd bueiaeaa. It 1a 11knhe o'brloua that 1t hae Sllpor­
tant illlpl1eat1one f or t he b'e&suJ7. llut neither of theM or other 
probl•• inToln d in th1a ~tener&l propoaal are wbjeeted t o UfT 
ana.lreh nor are concr ete reeommend.!litona ma4e in eot~t~ection there­
with. 
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S.cretar,r Worcent~ - 1/5/36 -6-

III. lfaUonal Contriblltoey Old-Age Insurance 

J'rom the etan4point of the ! reasu.:ey, the recommendat1ona in 

thh connection are b;y far t he moat important and the moat aie;­

niticant tor tbe future of all t he propoeala ~bodied 111 tbe report. 

A· PriMip&l Rogqppop4&$1pna 

1. .Ul emplo;reea other than thoae of gonnnental units and 

thoae under the Rnilroa4 l!etirement Act are bro~t under the plan 

on a compulaor;y bn lia. 

2 . Contributions will be levied J ointl;y againat empla,re~• 

and emplo;yeu in the form of a p~ll tu: on the first $50 per weelc 

of all wagee and aalariu. It h proposed t hat the rate ot the tu: 

be 1 percent during the firat 5 ;yeara of operation; and 2, 3,4 , and 

5 p ercent chlr1~~g each of the next 4 nccee41ng ~;year perioda, rupec­

thel;r, half of the tax t o be decl:ncted from the wsgea of empla,reea, 

and all of the tax t o be remitted t o the :Pederal Government b;y em­

pl o;yera. 

3. Adlriniet ration of the lUnda and reseriea collected aball 

be by the Secretary of the Troa sur;y; but in other reapecte the qstem 

shall be administered b;y the United Statea Department of Labor throuch 

a Social I naurance Board, llbicb ehall aJ. eo have supervision oYer the 

unemployment inaur&z~ee q at••· 

4. !he Federal Goverrnent will gu.arutee pa.yment of the benefltl. 

5. llo benefit ahall be paid until after the q at.,. ba. been b 

operation for 5 reart, nor to any person who baa not made 200 weelcly 

contributiona, nor bafore the member baa reached the ac• of 65 and bean 

retired from gaintul employment. 

6 . The weelcl;y retir.,.ent bene1'1t ahall be 10 percent of the 

anrage weekl;y wagea v:J>OD which contribution• han 'been paid, plua M 

ad41Uonal 1 percent for each ;year of membership in the e;yat.,. after a 

qualif:ring period ot 5 ;yoara. More liberal prorlaiona , with a mu1AWIII 

penaion equal to 40 percent of the a•erage weekly we.«••· are prorlded 

f or in411'1chlala 'llho came int o the q 6tem during the first 5 reara. 

Prorlaion ia also aa4a f or J oint su.rY1Yoreb1p benefitl and for the 

return to in411'14uala or their eatat u of no t leu than the actuarial 

e~1Yalent of their oontributi ona. 

7. !be reaarn• to 'be u.na&ed 'b;y the !rea8Ul'7 ebllll bet 'built 

'IZp to a le•el of approximatel;r $12,000,000,000, and retabad a 8Jl­

proxtm&tel;r that fip.re. 

• 
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Secret ary Uorgenthau - 1/5/35 - &-

li e Ccmgenta 

l. Under t he ~ecit1c proposAl• made by the Co=lttee, no 
actual caah outlqs wo";l.].d be required by t he Federal OoTerDilent tor 
appro:dmatelT 30 ,-ears , 4eepite t he ! act that the qsteaa would be 
t ar !rom eelt-supporUng. The explanation 1e t hat , on the one hand, 
the cont r ibutions t o be exacted 4ur1ng the !!.ret 2 decades o! the 
q st em will !ell te.r short o! the amounts e.etut>riall)" required, but 
that, on the other htuld, the receipts during this period will greatl;r 
exceed t he amounts aetuall;r required t o be disbursed. 

2. In an a ttempt to min.i.llize the problem o! mana&ing large 
reserTes, the Committee has proposed actuariall;r inadequate r ates 
durire the earl)" years, thereby addioe COIII!Iensu.ratel)" t o t he burden• 
of future generationa, 

More particularly, by &ppl)"ing these l ow rates to now middle­
aged &D4 older workers , 1t contracts to ghe t he:. ! 11r more t hAn they 
~ for , the Federal Governaent borrowi~ t he difference , in eff ect, 
!rom t he current contribution& of ~er workers. 

The result , ll!ter the passaee of su.t't1eient t ime , 1a a nry 

large Federal outl~ annually for t he eyetem. Usioe the Committee' s 
on figures , which we have not ,-e t had adequate opportunity t o cheek, 
we find thet the actual caah contribution of the Federal Government 
.rould rise rapidly !Mm $124,000, 000 i n 1965 to $475, 000, 000 in 1970; 
to $776, 000,000 in 1975; and t ~ $1,109,000, 000 in 1980. 

3. It ma;v be contended that it .ruld be !ax more prudent , ae 
well ae deeirabl e on ot her gro11nds, t o build up subst antial reserTes 
in a shor t er time t ho.n thnt proposed by the CO!III!Iittee , and t o !ace 
the problems involved in unmnnaeeabl7 large r eserTea when t hh problem 

actually ayproe.ehee. 

(a) An 1ncrense ~f empl oyees' contribution• t o 3 per­
cent of their 'RGU, and o! emplo;rera ' contri bution• t o 3 per­
cent of their ~olls, within 10 ,-eo.re, would be t ar aoun<ler 
act uar1all;r thAI!. the rates propoaed by the Commit tee. 

(b) The r eaen es e.ecunru.l&ted thro~ thh aeale of 
contributions could be invested in the public debt. Until a 
large part or al l of the Federal 4ebt , and of the State aDd. 
IIIUAicipal debts , we re acquired by the tund, no inauperable 

1n•eatment problem w~wid ar1 ... 
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Secratar,r Mor~antbau - 1/5/35 -7-

(c) The tendeney ot euch e. ac&le ot contribution. 
waald 'be t o aocialize an Ulportant tr&etion or Ule countr.r' a 
wee.Hh. The 'burde n upon the !ree eur,r would 'be C4rrupon41ogl;r 
redoced, tor part or tbe coat or the qstem would 'be carried 
b7 intereat on the public debt now paid to prhate 'bondholdera. 
The interest now paid to tho latter waald 'be paid to tbe tund, 
there'b;r reducing the net demand& upon the TreaeuJ'T. 

(d) The higher ratoa here suggested are particularl;r 
desirable in Tiew ot tho fact thet they would exact a more 
equitable contribution f rom peraona now middle-nged or ol der. 

(e) Wbereaa the Committee estimates the coat to the 
Treo.auey ot the ineur~>Dce plan at $1,109,000, 000 in 1980, 
thia coat would be eubatant1all;r rel!uced 1t more &dequte 
contribution• were exacted in the earl;r ;rears. 

4. It i& o'bTioua that whatever acale or ratea ia adopted, e 
cor:roulaoey old- &€• ineure.nce &T•tem would cauae large -• to now 
amulall;r t o the 'l'reaauey tor maey :r•- , and would tranatorm the 
pro'bl• or tbe public debt. One ot tbe future problema, in4eed, 
would 'be to mnint&l.n a public debt l arge enough to a'baor'b the re­
aervea aetuariall;r required. 

( a ) Even under the Coa:littee• a propoaed low rate a, 
tbe reaervu would approximate 3.5 'billiona in 10 ;raara; 
9 'bUUona in 20 ;rears; and 11.!5 bill i ons in 30 ;raara. 

('b) It thh vol'lllle or tunda, or the larger •ol~ 
that 1a actually required, were inveated in Gove!'DIIIent 'bonda, 
prbate holdinga ot the public debt would ebrillk anormoual;r. 

(c) The rapid redll4t1on i n the voluoe or lederel 
o'bl1go.t1cna outatand1Dg in the market , and later, in thoae or 
State a and citiea, would operate powertull)' to redoca intereet 

rate a. 
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IT. :IION- C:OII\'RillU'l'ORT OLD-JoG I PZNSIOIIIS - OUR 65. 

fo pro•ide for the present l &rge uumber of the depeDdent 
&,gad, of whom 700, 000 o.re on t he n:RA relief lhta alone, and who 
would not qualify under a cc:.tpuJ. eor7 oontribu.tor7 old- age annuit;y 
~·tam, the Committ~e propoaea the eatnbl i&bment of a Jederal-State 
~stem of old- a,ge penaiona. 

'= Pr1np1pal Besommepdatigp• 

1. Stetea which institute ~stema approved by the F!RA or 
ita aucceaaor for the anai atance of the dependent aged ehall be 
given granta-in-aid by the Federal Government e <!'lal t o one-half the 
total expenditures f or old-~ pensions, including t he adminiatra­
tion expenses, with the Federal subsidy ll.mited, however, to $15 
per month for any i ndividual , plus 5 perc~nt of the Statea• adminis­
trAtive exoonses for old-age aaeistance. 

2. Minimum standards for State ~eteme eligible for Jederal 
aid ehall include (a) eligibility for citbene over 65 yea ra of age 

whoae property does not exceed $5, 000 in velue and whoae income ie 
inadequAte for reasonable aubai stence; {b) residence requirement not 
to exceed 5 years wi t hin the last 10 yeara preceding application; 
{c) effecti?e administrati on by a deaignnted State department. 

3, llo Federal ai4 h to be extended f or ll(;ed peraone cared 
for in institutions. 

' · The Commi t tee eatimatee, at the outside, that the coat of 
these grants-in-aid will be $136, 600, 000 i n t he first year of oper ation, 
$418, 000, 000 4 yean later, and that they will increase steadily t here­
after. :By 1980 the annuAl coat h eatl.mated at $1, 300, 000, 000. 

5. If the B)'atem of Federal grenh- il)-&id be adopted ill co,... 
junction with the contributo17 old- age annuit;y tTstea alreadT die­
cuaaad, however , tbe annaal cost after the first the reara will in­

crenae only slowly, reaching $701, 000, 000 by 1980, 

J. Crmg•nta 

The pr oposal of the COIIIlli ttee appeara to be entirely practicable 
and to inYol?e no trllbatantially crenter drain upon the publlc than 
aigbt be expected to occur with the mere pa•aage of tlae ill tbe ehaeDCe 

of well•conddered leghlation. 
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Secretar,r Korcentbau 1/S/36 

In 1930 there were 6,500,000 people OYer 65 ;reara of ~~«e 1n 
this cO'Witry alld the crurrent prediction of population expert• h 
that t he xramber of the &&ed w111 double in the next 25 t o 30 ;reara. 
1'he FEP..l expenditurea, alone , f or the aced have been eatilllated at 
$45, 000,000 a ;year; and large lmllbora of old persona are receiTilll: 
relief trcc~~ l ocal tullda. Approx!..aae.tel;y 150,000 aged pereona are now 
in receipt of 1n4uatri~~ aod trade union pena1ona, the coat of which 
is estimated to exceed $100, 000,000 &nmlall;y. 
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T. OTHER RECO!Al.!ENDA.T I OliS 

A. Sagl al lcl t a rt 

The recommendation• of t he Committee with respect to security 
tor children, riSks ariaing aut ot ill health, r csidn&l relief , 

accident compensation, emplo,ment aerYice, and edncational and rehabil­

itation aerricee, are ~er.r genere.l in character, t or the IDOet :pan, an4 

with one or two exception& are not incorporated in specific pr oposals. 

This comment doea not apply t o the Federal appropriat ions recom­

~~~ende4 tor t he following: (a.) An additional $10 ,000,000 tor extending 

aid t o l ocal and State health aerri cea; (b) $25,000,000 t o $50,000, 000 

tor grante-i n- aid t o St ates with mothers ' nenaion laws and tor the 

dnelopment ot a.deque.te chilo welfare aervicu; and (c) $?, 000,000 t or 

tho resumption of the nation- wide m~>ternal and child health pr ogram 

undena!cen by tTie Gover1111ent between 1922 and 1929. Theae appropria-­

tions a~98nr t o be emine~tly deoirable. 

B. YoluntHY Arumitiea 

The Ca=nittee recommend& the eatabliabment of a. 7oderal -.yatem 
ot deferred Yolunt aey annu1ti ee t o wpplement the non- contributory an4 

compulsory contributoey -.yst~es. The • oluntaty qate h to be c ollJ 

aelt-wpporli~, except tho.t l!'ederal contr ibutions are recommended t o 
.upplement the actuarial rights of members ot the lower-income groupo 

who subscribe. 

Such a -.ystem would be designed particula rly t or protesaional 
men, taroera , the self- employed genercl.l;y, an~ tor others who wish t o 

supplement the annuitioo obtainable under the compulsory .,.stem. 

Judging by the experience of other countries and of American 
insurance companies, wo are af the opinion that a • oluntary -.ystem ot 
deferred a nnuities would be much leas attractive to the public generall;r 

than a. Federal ayatem ot immediate annuitiee coupled with the we of 
di scount bonds ot vo.riouo maturit1eo, the proceeds of the latter betnc 

employed upon retirement to purchase immed.ie te lite annuitieo. Such an 

&IUI>11ty -.yet• ahauld be edminiatered excluohelT by the Treaoury. 
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Prom the standpoint of the frea.ur,r, the unemployment insurance 

and cOIIIpUl.eoey old- age insura.nce pTOp<>eale are of the ueeteet ei~t~~i­

ficence. 

Both of these qeteme would result 1n the acc=lat1on of YeJ'T 

large sume to be managed b~ the Secretary ot the !rea~. 

Both qetems 11igbt result 1n occaalona when w.bstantial Uquida.­

U on ot eecuritiee 1n the tUDde would be required. 

It would be eeaential , therefore, that , through new baakia& and 

cunency legialation, the freamU7 obtain the right t o effect ealee of 

GoYernment eecuritiee t o tbc J'ederal resern ·~•tem at will , and web 

ot her powera &I anal:yeia m~ prO'I'e neceee&J7. 

B 

'rhe ~roll ta.xea empl07ed in conjunction w1 th both the inoru.r­

MCe propoeala would hAve the effect of d1nrt1ng funds trcca currant 

conS\I!IPUon to eartng. femporaril7 it m~ be true that the necee~ 

1egia1ation could now be s~opted cnl7 in thie f orm. Later, boweYer, 
eerl aus attention should be ghen t o the problem of ratting the 
required t'unda through taxes that would be leu regreuhe in their 

effects, 

In order to &Yoid the i11-ettecte of excessive e&ving, it ~ 

proTe deai rable later to .ubetitute income and ~rctita taxes as soureea 

o! tunds tor the insurance e;:rstema in place of wnge and po,yroll tazee. 

~ inevitable lone-tam effect of the old- e«e penaion plu 

would 8!>P8&r t o be the ~ing out of private Gonnaent bond-hol der• 
b~ the ma81 ct insured wcrlter1, with a con~equent increaM in the 
YClume of !undo &Y&ilable tor priY&te inveotment and a fall in intareot 

rate a. 

I 
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C0011en ta by the Secret ary of t he 'rre&IUl')' on the 

Report .uhmitt ed to the ~ittee on Economic Securi t y. 

U:1roployment IgaurADee . 

1. Contact with the St a t es, in the administra t ion of fUnda a a well 

na i n other matters, should be throush the Social I nsurance Board. Wi th 

~~d both to Un~lo~ent and Old Jge Insurance tunda the Trea.ury i a 

p repared to ac t a& bQIIker end nothine mor e . 

2. 'l'he r ate pa.l.d by the Tr ea.sury abould be oet a t the next one 

e le;bth )::er cent below t he avernc;e rate paid on all outstandi~~& prtmary 

obligat ions of the Fodoral Oovernmel\t ( a!ld not the overage rate pa.l.d on 

lo~-to~ obligntlona) . 

:; . So:!>e percentll8• of the t ot ;>). contribution should be p!Ud b;y the 

e:llployee . 

4. 'l'he slidin& ccale proposed for the rate of t ax to be levied i n 

1936 should apply to the year e 1937 and 1938 as wel l . 

Old Me In:jll!'ance. 

l. The proposed plan of avoi ding a largo reaorvo by keopi~~& contri­

b".ltiona t oo low (froo on actuarial point of view) and p&)'ing out higher 

benefih than are earned in the early yeara of the acheme obacurea what 

iB really hoppenin0 QDd is thus fundament al ly unaound. If the OoYoJ'lllllent 

wa.nta to P83 more t o lnoured workor a r eaching the age of 65 1n the next 

t en or twenty yoara than ia actuarily Just i fied i t should expli cl t l ;y 

borrow tho money ! r om current cont r ibu t ion& t o do ao , iseuill& i t a 

obligation• to the I nsurance JUDd 1n return. 
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Uon-Cont rlbu torJ Old Age Pen•lont. 

~e money to !lnance granta-1n-ald t o Statea under thia plan muot be 

ro.J.asd out o! new taxe s . 

~untarx Old AGe An:'>ul ties. 

u alr eady noted t he Tr~a:ru.ry can only ne t ns banker tor MY of theae 

sceec101 and con::~o t u.ndertako to atlmtnlst sr thea~ either l.n whole or l.n 

part. 
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lleet1ng of the COllllli the on Econoonc S.curt tr 

JeAuary ? ' 1935. 

v 
Secret~ Perki na, Secret ary Morgentbau, Secretary 
Wello!e, Mr. Will iams (reproaent i nc Mr. Hopkins) , 
Ui as Bo6he , Mr. Wi tte , Ur. Al bne~er, Ur. Eliot. 

A. The ~ttee considered a t length the points raised b7 Secretary 

!!orsenthau i n t he a ttached memorandu:,. 

1. Ther e was unanimoua ac;r eeoent on point s (1 ) and (2) under W\r;rro1oY­

nont inaurMce. On point (4) reluct ance wna expr eeaed b:t aome membora of 

~he Co~ittea t o soe ~ delnJ i n the col lect i on of contributi~n s and au 

a co~rooioe i t W&3 decided t o have the sli dine scale appl y to 193? but 

n~t t o 1938 . Opinions w~re aharply divided on (3) and i t was t entat ivel y 

dec'!ed to settle the mat t er b~ includin~ a footnot e i n the R9port which 

would. put Secretar~ Uoraenthau on record as favorine the requi ~mont of 

ll>.>e enpl oyee cont r ibut i on. 

2. Ther e was aen~ral oeree~ent on the necoaa i ty for clarifying tho 

s1t11:1tion with regnrd to old ae;o lntNranct . It "4~ suegested that thh 

~Jho-lld be done by ( 1 ) at a h n(l qui t e clearly in th9 r eport what 1a in'tolved 

In the pr esent pl~~ an~ (2) r equl rine in the bill that the Soc ial Inaurence 

lloard publish annually tho omount by whlch benetth paid out during the 

precodi~ ~ear have exceeded benef i t s ~tuar1ly Junt ifl ed and how much of 

en evosntual obligation t o t he Old .llge Insurance l'und haa thus been ineul"rad 

b~ the 7e:ieral Govern.:en t . 'l'he revised text of the r eport and of the b 111 

on tbia point wi l l be tubmitted t o t he mcnbera of tbe Cocmlttee for epproval 

aa aoon e.a drawn up. 

3. On the matter of non-contributorx ol4-o&t penoiona there wao a 

dif ference of opini on 1n tbe Coamittee aa t o whe ther the money for the 
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fi rot year's grADh under thia ADd t he child welfare ADd public heal th 

propoaala of the r eport had to be raioed out of new t axea or could be 

diverted from the four billion allocat ed in t he budGet e st1mAtea to work 

relie!. There was genorol under st anding that aft er the f i r st year the 

mon~y for the p~ent of eranta-in-aid to atatea wi th old-aae penoion 

ac~e:es coald , i! i t were thoueht desi r able , be obtained by borrowing the 

contributions paid in under the Old Age In, urunce scheme. 

B. Secr etary llallaco then l'aisod the following points: 

1. ~ae draft bill abould go t o the Presi dent with the r eport. I t 

.. as cen~rally SlP"eed , however, the.t the draft bi ll coul :l. not be "'de public 

a• ooon ~~ the report eince the President would have t o have time to consul t 

=oner~ sa t onal leader s f i r st. 

2 . Uo por.en given t o the at ateo should bo i rretri evable. !Jr. Eliot 

s:.id tha t a r equl r e.'llent wao belnt: included i n the bi ll that every provision 

of th~ s tate l~s auat be subJsct to l egisl a t i ve repeal . 

3 . Insist ed o:> the importance of an!e~• 1f i ndividual plant f\mda 

are to be allowed. 

4 . Urged the desirability of finding othor sources than the P&¥ roll 

tax of the neceosary tunda. Any mov0 in th.ls direction was, however, con­

aider ad LMpracticable by the ~ttee at tho prea~t time. 

C. Other polnh diecuued br iefly were: 

1. ~ adviaahil l ty of trying t o collect old age insurance contribut ion• 

on the earnings o! casual workers. 

2. The ~estion of a separat e department of public welfare t o vori!7 

all non-insurance welfare act iviti es o! tbe J'ederal Goven>ment web aa t hose 

connec~ed w1 t h old age aDd mo thers' pension a and public health. 
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3. The quest ion of r epr esentation troo other departnenta on t he Social 

I nall.r Mc:e :Board whleh oceording t o preaent pl ans ia t o be a board within 

tho Department of Labor. 
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Dictated January 6th 
,, 

I sent for the Chinese Minister on December 18th 
and gave h1lll a week ' s notice that we would buy silver at above 
55¢. A copy of the exact cable i s attached hereto. The reason 
for my doing this was thbt over the week-end I kept thinking 
that I had given my word to the silver Senators that if the 
bill passed without including the quantity of silver to be 

bought and a time limit, thb.t I would carry out the purchase 
of the silver enthusiastically. I made this statement in front 
of them and the President. The President also made 11. sim'ilar 
statement although I do not remember the exact words that he 
used . 

Having come to this conclusi on entirely by myself 
without anybody trying to influence me I cl!.lled up Oliphant at 
8:15 in the morning and told him that I wanted a short statement 
to show to the President at 9:30 which I could get him to O.K. 
and then hand it to the Chinese Minister. On arriving at the 
office they gave me the statement and I took it over to the 
President and explained to h1m what I had in m1nd and without a 
moment ' s hesitation be said, "That is right. Give them a week's 
notice". 

For the record, it is interesting to note that the 
President had agreed to our stabilization silver a t 55¢ and 
tbat I took the initiative a t the end of two weeks t o cancel 
this agreement. I then sent fo;r. the Chinese lll_nister and handed 
him a letter conta ining this information, phot ostat copy of 
which is attached herewith. He seemed qUite upset and I explained 
to him the reason. I told h1m that there is nothing left for 
me to do but to carry out the will of Congress and if be wished 
to change our silver purchasing program he should work on tile 
Senators and Congressmen who were r esponsible for having it 
passed. The Chinese Minister said that tlley were delaying in 
sending over a representative as we had suggested because they 
could not make up their mind whom to send. He asked me whetller 
the President would indicate a choice. I told him that I did 
not know but if he didn't hear from me tile inference would be 
t hat the President did not wish to indicate. 

At lunch I as.ked the President whether be would 
care t o suggest names and be said"yes, tell tllem eitller ~ung, 
Minister of Finance, or T. v. Soong" . I asked the Chinese 
Minister to return in the afternoon and gave him this message. 
Be seemed a little surprised at the two names. The Chinese 
Minister said, •What would the Japanese i f one or two such 
prominent men would come over here• . I answered b1a by saying, 
"I lmow nothing about World politics." I was surprised and so 
was the President when I repeated this to him that tbey seemed 

worried what the Japanese might think. 
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Monday, Dr . Sze kept urging me not to buy so ' 1 

aggresively. So I sai d I cannot stop. I even have to buy 

shortly between 5 and 10 million ounces of silver for Cuba 
a.nd 1f you wish t o assi st us maybe you would like to sell 

us some silver for Cuba. He then said that they would sell 

us either 5 or 10 million ounces of silver at the World price, 
581 . Naturally my eyebrows went up at the price because the 

•:.orld price t hat day in London was . 0471 and the London and 
Shanghai price are about the same. When I saw him later in 

the day I r eminded h1m that our agreement not to buy silver 
above 55¢ was still in effect and it was r ather amusing that 

the Chinese should be asking us to buy silver at 3¢ above the 
agreed price. Either Sze has no sense of humor or else he 

didn ' t think 1t was very fllDDY • 

The interesting thing about his message was that 
they wished to have us earmark gold in the Federal Reserve in 

New York as a credit against the s ilver - or in other words 
they wanted to exchange silver f or gold. I told h1m tha t we 
could not do this and if he wanted to buy gold he could take 

the dollar that we gave h1m in payment for the silver and buy 
gol d anywher e in the World market. I then offered h1m o.&i ¢ 

for 5 million ounces of silver , to be shipped on the first 
J.mericem ship leavlng Shanghai, which turns out to be the 

President Grant . nS be left Sze sai d "would you make this 
55; " . I t old him that we were a one prlce bouse. 

After the Presldent 1 s press conference I got an 
opportunlty t o speak to h1m because the fact that he wanted 

to exchange s ilver for gold seemed so important that I felt 
I ought to tell the Presi dent about lt. I did and quick as a 

flash he said, 110f course, let them have it that i s flne". 
He sald , "That ls just what I want to do 1n the South kmerlcan 

countries , namely, to encourage them to have both a gold and 

s11 ver reserve" . 

I then asked the Chinese ~inister to come to my 

house at 6 o' clock Saturday afternoon and t old h1m that after 
reconsidering the matter we decided we could earmark gold for 
them and that lf thi.s transaction went through successfully that 

we would be glad t o undertake another one of a simllar nature. 
We then had a lot of discussion about the price and he showed 
that he had been trylng to check up all day as to whether we made 

him a fair offer, notwlthstanding the fact that I had glven lilY word 

that the price I was maklng hla was the top pri ce. Then he said 

to me, "Can't you 1ndic&te~somethlng about your program so that 
~ . Soong can be preparl ng himself" . I sald qulte enthusiastically, 

"VIe have no program. Kr . Soong wlll have to explaln to us and ,. 

parti cUlarly the silver Senators why our program is inJuring China. 
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I then said, "I hope you will not m1nd m,y suggesti~..t. 1 
thAt Ur. Soong give out no statements until his arrival 1n 
Washington"and Sze sa1d be would attend to that . I gave them 
until 5 o'clock Monday to accept or reject m,y offer . They had 
just left when the phone rang and 1t was Secretary Hull. (I had 
told Oliphant to keep the State Depar t ment infor med duri ng the 
day what we wer e doing and the only person being in was Herbert 
Feis so be ~d the whole story and he must have gotten 1t to Hull 
and what happened over the phone i s either the second or third 
time that Feis has tried to stop me from taking any action on 
anything with any foreign country) . Feis ' policy seemed to be­
if you do nothing you will insult nobody, will not hurt anybody' s 
feelings and you take no risks . Hull sa id on the phone, "Wy 
people tell me that you are i nviting Soong to come over here and 
we are i!f'raid that if no results come out of this confer ence 
that the effect in the World will be bad" and he said "I think we •

1 
better either call off or postpone the whole matter". I was very 
gentle and polite and said, 11Ur. Hull, I appreciate greatly your 
cc.lling me up and I have Just told !lr. Sze we have no program 
and it is up t o them to come here and tell us YJhy we should change 
our silver buying policy" . Mr. Hull then said , "As long as you 
t ell them that,my object1ons are over-ruled . 

' 
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January 6th ' 1 

Late Friday after noon, January 4th, I got word 
that the Chinese Minister wanted to see me. I saw him a t 
11 o ' clock Saturday. Be said that he received a cable from 
Kung which says, "Convey my appreciation for the invitation 
asking me to come over. I would gladly go personally but 
present critical situation here prevents me. If agreeable 
t o the President T. V. Soong will come on the Empress of 
Russia which sails on the 18th, arr1ving Vancouver , February 2d. 
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Japuary 7th 

The Chinese Kinister called me at ~ home last 
night at a quarter to eleven and said he received a cable 
and that it was sort of garbled, However, his people were 
willing to sell us silver for next September delivery and 
I told him that I was not interested. 

January 8th 

H. u. Jr. told Oscar Johnston that commodities 
will not be his only job; that he will study the cost of 
manufacturing in Japan; also whether we could not divert 
our cotton trade from Japan to England . 
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H.ll..Tr: 

Harry 
Hopkins 

H.K. Jr: 

H: 

H. lll.Jr: 

H: 

H. ll.Jr: 

H: 

H.M.Jr: 

H: 

H.II • .Tr: 

!;8 

I ' • sorry to bother you. 111ss Perkins has this aeetll.. r 
at her house at 2:30. B.y the way are you feeling bette~ . 

Yes . 

Let ae ask you a question. People oYer 65 years old. 
HaTe you eYer heard the President say how he expects 
to take care of thea? 

Old age pe.nsions and old age insurance. 

Well Where is he going to get the funds tr011t 

Well the old age pension is intaxable. The old age 
insurance there will be a tax an - half of lt on 
payroll and half of lt as a contributory tax by the 
employer. 

It ' s the old age pension? Well they have figures here 
it 1 s goi.ng to cost them over a billion dollars . 

A bU11oo dollars - how long. 

About 1980. 

I don't know about that. As a matter ot tact 
pay ~ of all of them this year i t will just 
f20,ooo,ooo. 

it we 
cost us 

I know but these f i gures - I think they COIH up to 
OYer a billion dollars. 

H: Well that is going to be expensive s0118 day but in 
those days it will be paid entirely by check and not 

H.JI.Jr : 

H: 

B.M.Jr: 

B: 

B.M • .Tr: 

by a.rrr -----

Well the figures - I thidla billion one hundred milli on 
our figures show. Has he ever sai d to you - I mean i t ' s 
neYer come up in any discussion I ' ve ever had. 

You Man about old age insurance? 

Not only old age - I'• talking abouttbl 
and the people Who are OYer 65. 

Yes well he said that he wants the old age insurance 
to-----. Now there ' s an insurance to be paid for 
halt by the eaplo;yer and half by the eJIPlo;yM. 

Well I sot tbat . 
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H.M.Jr: 

R: 

H.K.Jr: 

H: 

H.V.Jr: 

R: 

H.Jo!.Jr : 

H: 
t 

B.V.Jr: 

H: 

H.V.Jr : 

H: 

H.ll.JrL 

H: 

H.M.Jr: 

H.M .• J r : 
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And secondlyt until that becoaes etteotive an 
old age pens1on tor those people in need onl7· 

Has he told you that? 

Yes and that's 5~ paid by the state and local-finances 
and 5~ by the f ederal sonl'lllllent and that 's part 
ot that ninety odd million dollars t alked about. 

That's part 'Of the ninety aillion? 

Yes. 

But I asked him at 1:15 on Saturday and he said none 
or this 110ney was to come out or the tour billiOil. 

That's right. 

Well w~ understand that but I don't think that anybody 
realizes bow much it will run to over a period of years. 

in 
Well but atter you get on Henry/a while it isn't a tax 
on the Federal treasury because i t ' s tor empl oyers and 
empla,rees - just like any other insurance fund and they 
can' t get back any more than they put into it. 

The thing has got me and i t ' s got Miss Roche - ther e ' s 
no provis i on been made in the ol d age and the non- em­
ployables. 

Well there is ninety odd million d.ollars which has been 
applied t or . 

won't 
Well they ' l l have a swell time - they I have to r aise 
the tax. 

It' s around one hundred million dollars. 

Alright. 

Alright Henr,; 

Alright. 

Listen Henry do you tbink I ought to get up and go 
down there. 

I wouldn't ever advise a person to get out ot be4. 
I'• telling you what I've done. I'• not arguing what 
should be done but I'm just going t o point out what 
should not be done and I aa atraid Pranois is going to 
have a bad tiae. 
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B: 

H.Jl.Jr: 

H: 

R.K.Jr : 

H: 

B.JI.Jr : 

R: 

B.H. Jr: 

H: 

B.JLJr : 

HI 

H.K.Jr: 

H: 

H. K.Jr: 

H: 

R.K.Jra 

H: 

H.ll.Jr: 
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Well I mean you don't think there will De anr 
d1tticult7 about passing a bill tor old age pension 
that would cost the Trea8U17 25 to 35 milli on dollarl 
thia year do you? 

llot this year but it' a the thing a that it runs into. 
That's the thing. That ' s what scares me. 

Wel l there are goi ng to be twice as many old people 
thirty years trom now Henry than there are now. 

Well I'•e gotten a very good analysi s ot this tll1nc 
and I'm going to l ay i t 1n her lap this afternoon. 
I'm simply going to point out the danger spots and i t 's 
up to somebody else to say Whether they want to do it. 
I'm not trying to say what they should do - I want to 
show them the bad curves. 

I wish I was going to be there . 

I wish you were t oo. 

That old age thing i s a bad curve. 

And I'm going to have an extra copy made ot the 
report I'm using and it you want to see it I'll 
send it up to you. 

Will you? 

I'll do that . 

I.'d like i t Tery much. 

It isn't long - i t 's right t o the point. 

Alright, Henry . 

How's t he miasus? 

Oh tine. I say tine - she's better than ahe was 
yesterday. 

And the child? 

Ob the baby i s wonderfUl . 

Fine. 

H: Well we'll aee you all aoon Henry. Thanks a lot. 

January 7, 1935. 
Jlonday. 

Regraded Unclassified 



January 7 , 193~. 

(i The sub- commit tee on Housing of the Interdepartment a l Loan 61 

.:ommi t tee met a t 2:30 P . !.! • in the ~·ederal Reserve Board room . 

Those present were : 

Mr. Fahey , Chairman, FHLBB 

Mr. Eccles, Governor, ~B 

Mr. J ones , Chairman , RFC 

Mr. Hackett, PWA 

Mr. Moffett, .1dmintstrator , FHA 

Mr. J . Ho~ard Ardrey, Deputy A~ministrator , PRA 

Mr . Upham 

Mr . Fahey asked Mr. Hacket t tr he could g ive a ny indica tion of 

the P'lfA housing pror r am . Mr. Ha ckett replied that no rtnal policy 

bad been determined upon as to just wha t use would be made o f t hqi r 

money for housing , but intimated that the f irst .,;200 million would 

~o for slum cl earance . 

Mr. Eccles said tha t the commit t ee should ~o ahead en~ consider 

the ler islation needed on housing irrespective of the PWA , which 

must wa it for bud~P. t supgestions to be acted upon. The need is , he 

said, for funds to be provided the Home t.oan f3anktnr S:vstem on e low 

enough r a te to enable them to take care or the demands of their mem­

ber institutions . The home loan banks should make five-year loans , 

t hus enabling member institutions to borrow up to 25 per cent or 

t he ir resources , which is enough to be sound. 

Mr. • ahey r eferred to the disinclination of the mortga~e insti­

tutions t o borrow for a s hort term and lend for a long term. They 

(. can borrow for ten years no1•, but not ohe~ply enough - - mus t pay 

four per cent . It woul~ be a great aid to the home loan banks if 
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G; they could borrow against their debentures at the RFC , or r ediscount 

a t the reserve banks . 

<..I 

c 

Wr. Eccles thought they might have access to the R.~ now and 

then let the reserve banks come into the picture when and 1r 

nece rsary in recurrent times o!" depression and save the situation. 

Tha t would provide orderly, not forced, liquidation . If the ~ederal 

Reserve Board had power to decide wh9t paper is eligible , the whole 

situation would be cleared up . There would still be the necess ity 

for leg islation authorizing the home l oan banks to become members 

of the FRS . 

Mr. Jones asked how much the home loan banks would need in the 

~e~t twelve months, and Mr . Fahey replied that they could use $300 

or $400 million if they could get it cheap. Mr. Jones suggested 

thot the ~FC be ,iven authority to lend against or to buy say up 

t o ~250 million of the home loan bank debentures, and buy up to J50 

mill i on or the stock or the P'ederel Savings and Loan A.ssociat1ons. 

Mr . ~coles was or the opinion thnt this with a change in the eligi­

bility rules of the Federal Reserve Banks, which the ~ederal Reserve 

Bo~rd will ask ror, will take care or the s ituation. He suggested 

that the quest ion or membe·rship or home loan banks in the tRS be 

deferred for a year . 

Mr. Fahey said that he would like to explor e one more possi bilit y 

with the sub-c~mmittee. He referred to the ract that home loan banks 

can loan up to 90 per cent or the 80 per cent which member institu­

tions lend o~ mor tgages . This is or no help so rsr as commercial 

banks are concerned , he said , and wondered if there would be any 

possibility or permitting commercial banks or other eligible mort-
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G; gagees to borrow on some fair basis from the home l oau banks wi t hout 

becoming members. The idea was not favored by the rest or the sub-

committee. 

Mr. Moffett said that if Title III is to be abandoned, then the 

regulations under Title II will have to be liberalized . 

Mr. Fahey s a id that he would l ike the support or the sub-committee 

that HOLC t ake no more applications . He will have final fi~res at 

t he en~ of t he week on a survey o f what o ther institutions will do 

in the way or taking over the mortgage burden. He stated tha t he was 

not sure yet whether Congres s would be asked for an additional billion 

fo r the HOLC . 

Mr. Eccles was of the opinion that the home loan banks woul d not 

need t o concern themselves much furthe r with creditor relief if t he 

r est of the picture t s developed as it sh 1uld be . For get the mort­

ga ge associations , is his advice . They won't work anyway. The pur­

pose cf the national mortgage association is liquidit v. The banks 

get r tve per cent i f they ~ell t o national mortgage associations . 

so they mus t lend ' at s ix , whi ch i s too high. The national mortgage 

association i s jus t soothe~ mi ddleman agency for the original borrower 

to pay for. The banks won ' t sell insured mortgages when they have 

exces s funds. In a decline there will be no market with the publi c 

for t he debentures of the national mortgs~e assoc iations and so no 

liquidity. They will then be in the same s ituation as the home loan 

banks . To get quick aot i on , forge t the national mortgage associations 

and Title III . The banks wil l not buy national mortgage association 

stock. The institutions which oan have not. 

() Wr. Moffett said that the mortgage institutions wi ll not l end 

unt i l the Federal Housing plan i s fixed and known , end until State 
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laws ar e changed to permit loans up to 80 per cent or appraised 

value . Four things have stood in the way, he said , (l) uncertainty 

or the Government progr am , (2 ) the interest rate , (3) f ive million 

capitalization requirement for mortga~e a s sociations , and {4) state 

laws . Un t il there has been an effort to make Titles II ~ III work 

he thinks Title III should not be thrown out or the window. 

Mr . Jones sat~ that the FHA needs a source or money. Why not 

devote time, he s a id , to gettinp the banks to make eight y per cent 

loans tor 20 yea rs <Jnd i nsure the mortgages . 

Mr'. Moffett said that was alright, but Title III ca.n • t b., Just 

for gotten. 

Mr. Eccles said the rules and r egulations are too severe , and 

the i nsurance is not based on the risk . There should be flat fiv e 

per cent mortgage s i n his opinion , a nd less complexity in the rates 

on various t ypes of borrowers and mortgages. If the regulations did 

not have Title III in mind all t he t ime , it would help , be t hought . 

Mr. Moffe t t asked tha t Title III be amended to reduce the 

r e qu ired capi tal from five million to two mi llion , to permit the 

i ssuance of debentures up t o t went y t i mes capital rather than ten, 

and to amend the IJational Bank Act to permit national banks to buy 

the s tock or national mortgage associations . The first pr oposal was 

agreed to , the second was le f t indeterminate , after s ome discussion 

or fifteen ti~es capi t al as a substitute for twenty, and the t hird 

was disapproved by Mr. J ones and Mr. Eccles. It was suggested that 

if the t hird was not secured , it might be possible to revise the rules 

and regulations, and se ll stock t o the public . 

Mr. Eccle s aaid that "time is or the easence", and we can't 

watt to try to make Title III work. That is needed first is relief 
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(I to the existing mort gagors who are bring i ng pressure on the HOLC . 

( 

Relieve that pressure by permitti ng holders to refinance and insure 

them where they are for twenty year s a t f ive per cent , with the 

insurance based on the risk . That i s what the President and the 

Treasury want . The thought behind the mort gage association is 

liquidity . When you need a market for elorge bloc of refunded mort­

cages , then there mey be a place for the national mor t gage associa­

tions . 

Mr. Moffett said t ha t the President did not talk tha t way to him. 

Mr. Eccles s a id that that was the reason the HOLC got another 

bi l lion l ast year , s o that the situat i on might b~ cleared up by say 

March , 1935 , the res t or the procr am i n moti on , and the HOLC drop out 

o f t he picture . I f we depe nd upon t he nat iona l mortgage assoc i ations , 

ano ther year wi l l be los t and then the associati ons will be ru til e 

anywa y. Make al l ·mor t gages at five per cent , have the ins urance 

bas ed on the ris k at f r om one halt to one per cent , change eligibility 

ot Federal Reserve banks and get t he liqu idity t ha t wa y that is 

soue;ht but cannot be cotten t houe h by the na tional mortgape s s socta­

tlons . 

Mr. Moffett wa s or the opinbn that we wil l get liqutdity and 

new construct i on only when the publtc comes in. 

Ur. Ardrey was or the opinion that the lending institutions 

a re r eady t o use tbe national mortgape associations, and that a four 

per cent debenture will sell . 

Mr. Moffett s ays that the banka can s ell to the ~ortgsge associa­

tions end then the associations in turn canget ten t i mes that amount 
• 

f r om t he public tor new construction. It is a private enterprise 

ahow. Let is succeed or fail on that basta. Rave no RPC e tock. 
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The job is to restore values t hrough eighty per cent appraisal 

and insurance . It would be o bad t hing tor a big construction 

pr ogr am t o ~et started too soon . 

Mr . Jones ended the meetint by saying that the reduct ion in 

t he capit a lization of mortgage associations from five milli on to 

two seemed to have the approval or the s ub-committee, and making 

the suggestion that Mr . Moffett discuss the proposal with Senatore 

~letcher and Gl ass . 
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Cra~rl~~r' • ..-.J. eta~U about tbe DatllH ot bll 

oblt&ationa on the nota• 1e Ulua1natacl bT hia whole baaiiiX'OQD1. 

Be DeYer arrh4, all bla brothers a.a4 aiatera li'fill& 1n bla 

~>r.uee/and be bee tatbered thea all tor 7ear1, bu!ldiug boulea 

.df. 
t or thea . A 1<87 to hi• character 11 t OWid 1n bls deYoutnell, 

" .._.!) ~ 
evidenced b,r subataDti al gitta to boapitala,~Catbolio oberitiea 

aa4 that be gou to obDrob every da7 on bla W&J to work. 

1-l . 0. 
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Sten Early called H. 11. Jr. and asked bill to 
come in about 15 minutes alter the Pres1dent started hia 
Press Con!'erence to-day at which tiae be waa goinc to 
explain his Budget Message to the Preas. H. 11. Jr . -.a 
quiet upset by this request but did not let Steve Early 
know tbat he was. He agreed to c011e in late. Steve Early 
bad tbe i dea tbat H. K. Jr. would overshadow the Preaident 
and the Presa might give H.K. J r. the credit. Thia was very 
unfair because H. II. J r. had worked ver:r very hard on this 
for months. 

-
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Tbe President said t o •• at lUDCh to-day two 
things which were of great interest. "l"or the first ti.Jie 
in my life during the last three months I beline that I 
would sell Englt.l)d short. I think the next 10 years will 
tell the story for England". 

I showed h1a the automobile t1gures and when be 
saw that Chrysler was 1118.king more cars than ~body else 
be was sillply delighted, particularly that Chrysler was 
beating Ford. The President asked me what I thoucht would 
happen U' we bad a war in Europe. Be said be thought there 
was only o.ne chance in 5 that we would ha•e a war. Be said, 
"Will eYerybody rush to b~ dollars abroad• and I said, "Yea 
and they will convert it into gold a.nd ship it over here". 
He said, "Will that mean that our internal prices will go 
up or down•. I said, "I think they will go up" and he said, 
"That is all I care to know. I agree with you•. He said, 
"I wanted to know whether I was thinking straight". 
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TREASURY DEPARTMENT 

IHTP Oft',C• COMMUHICAnON 

liDilRAliDilll em ccmterence held at 1) . 150 a.11. 111 the ottice ot the 
s~ of the '1'reaiiU171 

Present at the Cantarmcea 

./Beary bcmthau, Jr., 8eareterT ot the 
'1'r8Uar)'J 

Jlar't1n Jemea, ••her ot Ccmgresa f1'ca 
/ Tau, and Cll&bwa ot the eo-ittee 

em Acriculture, Bouse ot Bepresentstina; 

v'Wil.llaa I . !17ers, Governor of the Par. 
Credit M.iDistratiem; 

./C. W. Warburtcm, Director ot Elctensiem, ABricultureJ 
/bscar Jolmatem, .UIIiatant to the Seoretar:r. 

Subject ot Conference& Seed and Crop Productica Loan. 

llr. Jcm .. propoeed and urged the cemtim&atica ~ the pol107 

ot weJr1ng Seed and Crop Productioo lOans, and urged that there 

ehould be Mde sn.ilable tor this purpose ko,ooo,ooo. 

!'he B.creterT called attmtioo to the tact that UDdar the 

preeent plaza aa outl.J.Ded 1D the President ' a •eaaage to Ccmgreee cm 

Januar:r 7, 191115, the ba4get is balanced except with reepect to loene 

provided tor relitt work! that the budget as prepared did not !Delude 

t'lmde tar the ccmt1Duatioo Cit the Seed and Crop Produoticm loen 

procruJ that 1t en appropriaticm 1a .ade t or this objeot or azq 

other object uot 1Dclllded 1D the buiScft .w.ttted, it wwl4 be 

Regraded Unclassified 



73 

-2-

neceaea%'7 t or Cctlgl'en to prorlde t'tmda b7 addit1CIIl&l methode ~ 

tazatioo. 

Attar some 110re or leas general d1acuaB1011 1t waa suggested 

that aince it waa bel.i..-ed that the extea!~t credit UDder the Seed 

and Crop ProdnctiCD loeD pr<)Cl'8A 1101114 grea~ reduce the lnlllber 

ot taa111ea who otherwise woul4 be cared tor out ot rel.iet fmds, 

1 t lligbt be possible and practicable to ha•e llr. Bopldns uke 

anUable to l'ara Credit Adm1n1etrst1on the neceeS4XT tunde to cen"7 

on the Seed end Crop Produot1oe Ioene, Ropldna to draw these tunda 

trom the general reliet appropr1at1oo. 

At the conclusion ot the Cooterence it was mderetood that 

ltr. Jones proposed to introduce a bill providing tor the continuance 

ot the loan prograa, but that he (Jones) end Oo?emor ~are would 

oOilter with Ropldna with the idea ot worldng out the arrang•ct ~ 

hav'ing the IIODt!J' supplied troa re11et tunda. 
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'1'0 'I'D 

U YS ABD IIKABS COIOU 'f'1'D 01 PROPODJ) '1'.lDS 

74 

I am glad to respond t o the r equ.at of your Chairman, Yr. Robert L, DOUCbton , 

that I appaar and diacusa br iefly, !rom the Treasur.r ' • po i nt o! •lew, the principle• 

and polieiea !or obtainiu,; additional r eTeDUee which the Prelident haa outlined in 

hie meaaace to the Congreaa. 

'1'be Chai rman of your Subcoaaittee on 'l'e.t:ati on , Yr. Samuel B. Hill, eub­

mitted to the Treaeur7 a DUmber of h7potheti cal rate-echedulea and r equeated the 

Department to prepare for your c-nittee eatl.matea of the probable amount of revenue 

that would be produced by each of theee rate-achedulee. The Tr eaeury h n r;y ,;lad 

to !urnieh thh atatistical matarial !or the uee of your Colllllittee and will be 

happy to "'PI'lY eny additional in!ol'llll\ti on which your Cormnittee ~ de lire !or u .. 

in the discharge of ita r eaponeibility !or the formulation of revenue leglalati on. 

------------o------------

ln lonlciug forward to balanciu,; the ~t and r educiu,; the national debt, 

the primary intereat of t he Treasur.r in tha let;ielation which your eo-tttee h 

conaideriu,; relatea to the revenue which it u:;r rahe, althoucb 1t 1e t rue that the 

full conaequencu of tax lawa are not limited to tha reTeDUea they produce. It baa 

to be recognised that taxation i n any form haa m&DT collateral effeeta throucbout 

our whole economic and aoeial Uta, and that , ainee taxea cannot be la?ied without 

theae collateral r el'llta and a i nee they moa t be laTied, there ia a national duty 

to &Toid tax lawa which produce UD4ea1rable aocial conaequ.eneea and a lib duty to 
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cor ree' nile pro.mc.d. 'bT ex1a'illc tax lec h U.U on aa thq beco• apparnt . I 

'h1Dk i' will be ceneral}T reeopised. that our tax lechatlon baa too often 

neclec,ed theee coneideratione. 

---------~-------

!he eoureea ot -Uon propo .. t 'b)' the Pr .. ldent 1n hie w .. eap to the 

Coacre .. ot June 19, 1935 can 'be made ~ :rield nbatanUal addltlona ~ the re-

celpte of the J'ederal OoTerDIIlent . 'lhia h ehown 1n our eattmat .. ot re'f8nue baaed 

upon the achedulee of rate a aubmi t ted by your Subeomm1 ttee to the 'l'reaaury for 

calculati on ot p r obable yield. These propoaed taxes r eat on the principle of 

ability to ptq. They are d ... iaed ~ draw on acCWi1Ulat1ons ot "oolth and 1ncoae 

"!:ich , for the moat part, ha•e been deriTed from nat1on-rlde aet1Titha. In 

conaeqUAmee, their enactment ahould conatltute an important atep forward 1n re-

~ ahaplng our tax atrueture along aounder and fairer linea. 

( 

'!he Tr eaaury '• tirat concern ia wi th t he adequacy ot the national reTenue. 

'!here are tlmea ot emergency when the TreaaiU')' lllllllt tlnallce expendl turee i n e:rce" 

ot i lleome by borrowil)ga whlch 1ncreaae the public debt. But the national welfare 

demanda that , when auch an emergency haa paaaed. , autt1c1ent lncoae be railed both 

to meet current eJq>endi turea and ~ malce subatantlal reduction• 1u the debt. The 

time haa come to move in thla direction. It would, of couree, be unwiae to impoae 

ta:r burdena which would retard r econry. But U would be equallT umriee not to 

call on eourcee of reTetm.e which would reduee our borrowinge and ater reduce .be 

nulo nal debt whbout 1nter!erl.JIC with recoTery, and H 1a • belief that the 

additional taxee which the J'Te ddent hae now recoiiiiii8Dded tall wi thin thla latter 

cu. ... 
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:Seeau .. ot our C:O"-n reepona1b1lit;y for aateguard1nc the national c redit, 

we are all YitallT concerned in the uae which 1a to be ~~&de ot the renDUe that 

ma;r be derind from the propoaed ~.. Aa Seeretar7 of the TreaeurT, it h rq 

conY1ction that it would be periloua to rega.rd tu17 part of theae new reYenuea 

a a aYailable tor n" t7Pes ot e:zpendi turea or a a juatit)'ii!C az17 incraan oYer 

our caretu.ll;y 'budi;eted plana tor J'ederal outla;ya. '!he eourae which I feel aura 

will appeal to all ot ;you aa the on}T aOW>d procedure h that the re•enue 

derhed from theae new taxea shall be reprded aa Teey detinite l;y earmarked tor 
reducing future borrowing and ~ing ott the public debt, 'fe ahould aet aaide 

the proceeda of theae new ~• and aateguard them aa earetull;y as waa the 

Stabilization lUnd. 

Some ICOntha ace> in diaeuutnc monetar;y matters , I spoke ot the increment 

on gpld resulting trom reYaluation na haYing been placed in a special drawer of 

the '!'reaa,.,.;y•e eaah reg1ater, aince it waa beinc kept aeparate from other tunda 

and waa not to be used for ordiDBey expendituree. SUTer aeigniorege resultiDC 

trom the Silver Purchase Act 1e being aimilarl;y handled. In eloaing I ahould 

like to r epeat that I think H would be in the highest public interest to regard 

the proceede ot theae te.xee a a occupying a third apeeial drawer in the '!'reaaUr7 • 

available onl;y to reduce our borrowtnca end later reduce the national debt . 

- -- oOo--
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J anuary 9 , 1935. 

The Interdepartmental Loan Committee met in the or r tee or the 77 
Secretary or the Treasury at 2:30 P .V. 

Those present were : 

Henry U.or gentbau, Jr. Secretary or the Treasury, 

Col. Horatio B. Hackett, Division of Housing , PWA , 

Leo T. Crowley , Chairmen , FDIC, 

James A. Moffet, Administr ator , ~. 

Marriner S . Eccle3, Governor , FRB , 

~arran L. Pierson, General Counsel , ~xport-lmport Bonk , 

Lynn P. Talley, President CCC, 

~erd M. Buckles AAA, 

Ceor ge !1. Peek , President, Export- Import Bank, 

71. I . Myers, Governor, l"CA, 

~' Scott Hovey , General Counsel , rCA, 

r . F. Hill, Deputy Gover nor , FCA, 

T. Jefferson Coolidge, Undersecreta ry of the Treasury, 

C .B. Upham. 

Governor Myers was asked t o pr esent Farm Credit Admintstrati~n 

proposals ror legislation , which he did , presenting the mai n features 

in the form or a digest or the Act which has been pr epsred. The lep1s­

l et1on was cleared by the committee, and Mr. ~orgenthsu satd that 

it ~ould also have to be cleared throueh the Budget Bur eau , indicating 

that each bill would have included a sentence or a paragraph bringing 

under the supervision or the Bureau or the Budget the administrative 

expenses or the agency concerned. Kr . llorgenthau remarked that with 

respect to all agencies, the answer would have to be NO on all itema 

() not in the budget. 

llr . llyere said that another bill relating to Puerto Rico only, 
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and which failed of passage in the last session of Congress • would 

be advanced separately and that be would be glad to present it to the 

sub-committee on his bill , it' they so desired . That was agreed to. 

ur . Morgenthau added to his previ ous st atement that the President 

now had no control over the expenses of the independent agencies, and 

tha t their admini s trative expenses i n the current f iscal yea r total 

some $129 million. It was pointed out that the Farm Cr edit Admi nistra­

t i on i s already under the superv ision of the Bureau of the Budget with 

r~spect to sue~ expenses . 

Mr. Crowley was asked as to FDIC legislation, and he explained 

that it bad been passed by the eub-committee and everything agreed to. 

He suggested that pe rhaps it would be well t o clea r it formally with 

the Comptroller of the Currency , end Mr. Coolidge was as ked to t ake 

care of that. 

Mr . Fahey was asked to report for the sub-committee on Housi ng . 

Rercrence was made to a conversation with Donald Richberg , Executive 

Director of the Emergency Council , in which the potnt of view was 

expres sed that there was not enouc h unificat i )D and coordination 

or agencies in the housing field , and that they were not being drawn 

together in a common program as they should. Mr. Fahey queRtioned 

that his sub-committee was charged with that program, but agreed to 

cell Mr . Richber g , end discuss tha matter. It was said tlB t perh.epe 

other a gencies should be included. Mention w~s made of a "real 

property inventory" being made by the Department of Commerce . 

Mr . Fahey reported that t he sub-committee on Housing had agreed 

that the RFC should be given authority to lend against or buy 

Q; $250 million or the debentures or the home loan banks and to buy $50 
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million or t he s t ock or the Feder a l Savi~s and Loan Associations , 
. 
and that the capital stock of national mor tgage associat ions be 

reduced from the present $5 million minimwa requirement to t e 
million. He said that t he approYal of the sub-commit t ee had been 

registered for a proposal to be made by the ~S t hat eligibility 

requ irements be l i beralized . The matter or addit ional lendi ng 

power for t he HOLC had not been determined , he said. 

Mr. Fahey added two matters upon. Which the 3Ub-co~ittee had 

not reached an agreement , one, the purchase by na t ional banks or 

s t ock in national mortgage associations , and t wo, an increase in 

the amount or debentures national mor tgage associations may i s sue 

from t en times capital t o fifteen, or twenty times . 

~. Moffett reported that he had seen Senator Glass but bed 

been given no commitment on either pr oposit ion . 

Mr . Morgent heu commented that the RFC i s limited in the Budget 

in the amount of money t hey will have available after J uly, l , and 

that the Budget had ~gone pretty heavr• on the RFC in t he matter or 

absorbing repayments . He su~gested that it mirht not be possible 

for them to GO as far as suggested in the matter or f inancing the 

HOLC. He suggested that the RFC be given the authority to buy t heir 

obligations bu t in i ndefinite amount. 

\Vi th respect to the VSO mill i on for the savings and loan associa­

tions , Mr . Morgenthau remi nded the committee that t he Budget Bureau 

had already sai d NO t o th i s pr oposal , and he was of t he op inion t h&t 

it should be forgotten unless the President agreed t o it. He suggested 

that it might go to t he Pres ident wi t h a foot note erplsining the 

situat ion for his final dec i sion. He added t hat he woul d r a ther aee 

an increase i n borrowing power for HOLC and have t he ·1110ney come trom 
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there. 

Wr . Fahey was a greeable to having blanket authority for the 

RFC t o take an undetermined amount of obligations of either the 

home loan banks or the savings and loan associations, and to giving 

the HOLC discretion t o use some of its money i n the same ways . 

Mr. Fahey said he had one more matter to present, and asked 

if he could ge t the backing of the committee that the H~LC should 

take no more applicat ions for loans. 

Mr. Fahey moved that the Interdepartmenta l Loan Committee go 

on record as l ooking with favor upon a continuance of the present 

policy o f the HOLC of not acceptinf furt her applications for l oans . 

The mot i on was a greed to . 

There was a discussion of the issuance of debentures by 

national mortgage assoc iat ions, and Mr. Eccles and Mr . Jones signi­

fied their will ingness to agree t o an i ssue of 15 times capital . 

Wr. Moffett wanted approval of the purchase by national banks 

or s t ock in national mortgage associations. Mr. Coolidge said that 

it is against the tendency of the t imes . He indicated tha t while 

his mind i s not closed on t he proposal, his f irs t reaction is ne ga­

tive . Mr . Eccles sta ted the posit ion he had t aken in t he sub­

committee aga i nsthe proposal, e~plaining his disbelief in the national 

mortcage associat ions as such , statiO£ that the financ ial institu­

tions which can buy their stock are not doing so , and that national 

banks would not do so if they had the authority. He r egardo the 

national mortgage associations a s an unnecessary link in the lendi ng 

chain , for which the ultimate borrower must pay. Mr. Moffett restated 

t he position he has maintained in the sub- committee, to the effect 

that representat i ves have been made to the ~RA that banks will buy 
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stock if permi t ted to do so. Mr. &coles and Mr . Coolidge were 1D 

agreement t hat banks should ma~e the mortgages and hold thea. 

8l 

Mr . Jones suggested that since it is a matter which related to 

national banks , it. be left to the Comptroller of the Currency . Mr. 

Moffett sai4 t hat be wants t o recommend it. Mr. Yorgenthau indicated 

that Mr. ~coles and Mr. Jones snd Mr. Coolidge all seemed to be 

aga inst it, &Dd supgested tha t a footnote inform the President of 

tha t s ituation , leaving it to him t o determine. Mr . Jones bad 

expressed the op inion that Mr. Moffett should have his "day in court" 

before the President . Mr . Moffett observed that FHA people were not 

disposed to favor the idea of relying u pon a broadening of the 

eligibi lity of paper for rediscount with the reserve banks. 

It was agreed that Mr . Coolidge woul d pr esent the matter to 

the Comptroller for his opinion . 

The matter of enacting a sta tute to continue the lif e of the 

~xport-Import banks , now operating unde r Executive Order, was 

pr esented. Mr. Mor genthau made the comment that the President had 

twice announced that the emergency lending agencies will taper off 

s s bus iness rises . Be r eferred to speeches by Secretary Wallace, 

emphasizing imports as aga inst exports , t o our favorable belahce of 

trade, end signified that the tenor or the Administration seemed t o 

be against active encouragement of export business . Mr. Jones 

inquired i f the present banks bad any business . Mr. vool i dge was 

of t he opinion tha t there was no grea t need or demand for credit . 

He auegested that perhaps there wo~ be opportunities for the banks 

in connection wi th the trade aereements being arre.nged. ~·r. 'l'alley 

lei explal net! the present business or the banks , !I.Ild suggested t hat other 

applications are pending and their determination will depend upon 
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action taken at t his session or Congress with respect to the banks. 

Mr . Jones suggested that a Joint resolution be introduced continuing 

the life or the bonks, and th~t the RFC then could buy preferred 

stock as needed. A sub- committee ~o work out t his arrangement was 

appointed , to cons i st or Mr . Talle y , Mr. Jones, Mr. Coolidge a.nd 

Mr. Peek. 

Mr . Jones said that the RFC expected t o ask tor broader powers 

on railroad loans and on mortgage l oans. Mr. Coolidge asked t~3 t 

he consider asking broader power in t he selling of prererred stock, 

and the right t o take over the r ail securi ties now in the TreoHury. 

Mr . Jones and Mr. Coolidge agreed tO ~et together and discuss that . 

Mr . Myers asked tha t Mr. Jones get authority t o continue for 

anot her year to make loans to joint s t ock land banks. 

Mr . J ones said tha t they might ask ror a removal or the limit 

or J500 , 000 on loans to industr y in cases where empl oyment in the 

capi tal goods industries would be s timulated. 

Mr. Coolidge reported tha t the Comptroller ' s annual report 

had been cleared as t o lec islative r ecommendations. 

Mr. Eccles reported that he was ready to reDort on ~ederal 

Reserve legisl ation a t any ttme, but suflee s ted that it waa s matter 

which was not of interest to the whole committ ee. 

Mr. Crowle y suggested that the ~ederal Reserve needs certa in 

legislation , and that putting it before the Con~ress at the present 

t ime ~icht be prejudicial. He suggested that the Federa l Reseuve 

l egislation be held back and sent up at o later ttme . 

It was agreed to bold another meet i np on banking legislation. 

It was agreed to follow the same procedure wi t h the Commodity 

Credit Corporat ion as with the Export- Import bank. 
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Mr. Morgenthau inrormed the committee that Oscar Johnston 

has been borrowed by the Treasur y with the consent or Secreta ry 

rel l ace to make a s tudy or commodity l oans . The Government now 

has some $BOO million or commodity loans , and i t seems logical 

t o estimate tbe situation and try not to repeat the Yeder al Farm 

Board experience or getting in t oo deep • . 
I 

It was aP.reed that the next meet1nc or the committee will be 

Tuesday , January 15 , at 2:30 P~. 
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· Januar7 9th 

H. Jl. Jr. spoke to the President aDd t old b1a 
what Ke:y Pittsan said about looq colli.Dg oTer aDd the 
President said that the Jlooet, wbo was the tor.er f1nanc1al 
adviser t o tbe French Elabass:y in Wasbington aDd i s now bead 
of the Chinese DeTelopment Corporation, told tbe President 
that Soong. The President said he tboucht it much better 
that Soong did not come and that we ought to tell the 
Chinese 1Un1ster that 1f the Chinese have a new program 
we would be glad to discuss it by cable aDd it is not worth­
while f or Soong to come over bere. Tbe President questions 
how much we could acco• pli sh by haviD& h1m c011e OTer here. 
H.ll.Jr. called Secr etary Hull and. asked h1lll to contact tbe 
Chinese J11n1ster • 
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lfow the situation is this. The:r look upon the 
$4,000,000,000 l wrp sua as perfect}Jr fine. The;r 
are behind that to a tull lOO,C but on the $300,000,000 
luap sum Public Worka the:r doo't like that at al.l. 
The:r take this ground ' that those iteas or peraanent 
public works Congress baa handled itself like roads, 
public bUildings and that sort or thing for years and 
they are not at all disposed about it. Jfr. Buchanan 
had a talk with Garner already - also with Carl Vincent, 
he's another l eader, and they are very much ver:r much 
ver:r ver;r much up in the air over it. He wanted to 
know from 11e U I happened to know the breakdown - it 
was a natural questi on for him t o ask. I said no I 
didn't have t he slightest i dea as to what the Presi dent 
bad in mind or where that es tiiiiB.te caM fr011. Be 
wanted to know who was goinc to handle the allotMnt 
of the mane;r to aake the recommendati on to the President. 
I told him that I didn't know. He gave this auggestion. 
He said •Admiral I feel sure that it we took that item 
out on the floor or the Bouse we would lose i t because 
the House would feel that the allotment of the money 
would be handled by Mr. Ickes•. 

B)' who? 

B)' Kr. Ickes. You see? 

Yes. Well now be told me all this Admiral, see? 

Oh he did. 

And he also yesterda;r asked the Bureau of the Budget 
to give him that item - the breakdown. Fullowa:r came 
in to see .. last night and asked -.bat should he do 
about it. I sai d there i s only one thing to do and that 
is to communicate with the White Housef and it they care 
to give it alright but I said :rou can t give it. I 
aean that' s somethi ng which i s up t o the President. 

Sure. 

So I understand that he has communicated with Buchanan 
through his Clerk and said that if Mr. Buchanan wants 
to get that information he'll have to get it trom the 
President direct, so he tried to get it out ot me you see. 

And he tried to get i t out of me also. 

And or course he's a little bit inconsistent in that 
he told 88 that he doesn't want Ickes to handle that -
$500,000, 000 seef 

Yea. 
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But on the other hand he told me that he'd much 
rather have Ickes handle the $4,000 000,000 than 
he would to have Harry Hopkins handle it. The two 
thincs don't quite o. 
Well he discussed that very - the slant I got on t.at 
was this sir. That they would prefer - he thought that 
neither one of them should have the fUll say about it. 
He said that Hopkins whil e he could handle relief work 
tine, be questioned the abil~ty to do the 

Which all boils down tbiSJ th~t the President is a 
shrewd old topJ be said it's disrespectful in that 
be i sn't going to tell anybody Whose goinc to do it 
until the bill i s passed. 

Yes. 

See? 

That's it exactly. 

And he's going top!ay those cards so close to his 
chest and not let them know Whose ·going to do it until 
he's got the money and then he's going to tell him. 
Now be hasn't told me that but I take i t that's What 
his game is and these fellows are going to try out 
every way they can to find out whose got the IIIOfley. 

Well I'm delighted you called me and What luck did you 
have on getting the money for the two bu1ld1ngs in 
Washington? 

Well that's included 1n the three hundred m1llion. 
DJ, - is i+-f' 
Yea be said right ott the bat he said why he said 
his intentlon what he wanted t o do and what Congress 
the Bouse he said would want to do would be to break 
down that three hundred mllion into say a Federal 
building progru - one he said of probably tUty 
mlllons which could include a couple of buildings 
for the Treasury but it's all in that three hundred 
million, Mr. Secretary. 

But be's favorably inclined to those two buildings? 

Oh very and he's very •ery exceedingly inclined 
toward about a ti:tty million federal building progt'aa. 

Could you aather - I think he l ef t me yesterday fairly 
happy, didn't he? 
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He just says he ' a behind us to a full 1~. 

Well that 's fine. 

But he ' s opposed t o tha t t hree hundred million, 

Well we've got to contact these fellows very close 
to find out what they want and then aometi mes we 
can i nfl uence them and sometimes they can influence 
us. 

Well I' l l tell you what he's goinc t o do sir. 

Yes. 

He ' s going to see Key and probably a coupl e more of 
them an4 they are going to see the President about 
a breakdown - that' s what they are going t o consi der . 

I think the President will give it to them • 

They're either going to do that or they are going 
t o make up thei.r own itemization of it. 

I t hink he'll give them the breakdown. No one else 
can do i t but the President end no one else should 
do it. 

That ' s exactl y it. But he ' s exceedingly f avorable. 

Fi ne. 

I bad to be very exceedingly diplomatic. 

I 1m sure you were. 

And in other words as between Hopkins and - - - - that 's 
a matter of local baseball . 

How you feeling? 

Ob fine sir. Kr. Secretary - another thing - Carl 
Vincent - I'm holding him back. He says that a 

delegation i s getting together on the protest of the 
marble people in Georgia and about 8 or 10 other states 
tor us to loosen up a little bit in interior marble 
particularly and out of our sixty-five million projects 

and he said he was verr insistent on it . He said they 
bad a great deal of cr ticism on the Treasury Depart.ent 

method of econo~ foll owed - they understood how i t was 
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necessary under the PWA allotments and the1 sai d they 
were going straight to the President about i t . I said 
well nOif here Jlr. Vincent don ' t do a!'lything like that . 
I said you leave that 1n rtr1 bands and I said I•m sure 
that we can find a r easonable way to meet their 
obj ections and their criticis~. 

I see. 

And I think 1 1 11 tell Barton to ease up a little bit, 
within reason. 

Well fOU better go over i t with me. 

Yes. 

And let me 1m01r what you are goi ng to do. 

Well it won't be more than about possibly 5 ~. 

Well when you get it let me look at i t • 

Yes I will . I ' l l bring i t to your speci al attention. 

Before you do i t bring it to my attention. 

Yes I will. 

Will you please? 

Yes indeed, Mr. Secretary. I tell you this is a 
very serious criticism. They take this ground 
that t he Administration i s doing the - bas done 
pretty well on i ts activities toward helping out 
steel, lumber and cement and brick. llarble i s the 
only - the quarries are pract i cally dead - all they 
want i s a l i ttle bit. 

Well get it down on paper so I can see what it looks 

like. 

Yes. 
You may have to do a little selling - a l ittle work 

on me. 
Yes - well I'll have a talk with Barton and see what -

The two ot you come over when you bav• soJDethin&. 
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Admiral Peoples and Mr. Simon arranged for an 
11ppointment for u group of architects wh.o asked for a con­
ference with the Secretary. These men had been given tempo­
r ary employment and now that the work was completed and they 
were laid off they came to make an appeal for more work. 
R. ll. Jr. explained that they were told that just as soon 
as the Job that they were doing was finished they would have 
t o go home. The men explained that they had been asked t o 
work overtime and 1f they had not 1 t he work would have been 
prolonged and they would have bad more pay. H. ll. Jr . then 
asked Admiral Peoples and Mr. Simon to pay these men for their 
overtime . They both argued and said that under the l aw it was 
impossible but the Secretary said that it was done over at 
Farm Credit and t hat it was possible and he wanted it done. 
The men were very grateful and H. K. Jr . explai ned t hat just 
as soon as any new project started under the 4 billion dollars 
and more men were Leeded,they would be called upon again. 1 

• 

91 
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January 14 , l9J5 . 

A sub-committee on Pederal Reserve le £}slat1on or the Inte r-• lep:. rtmental Loan Committee met in the office of the !Jeore t e ry or 
thu Tr eosur y at lO: jO A.M. Those present were : 

!.!r . A:orgenthou , decretor y or t he Treos,try , 

~.~r . Coolidce, Undersecret ar y or the Treasury , 

~r . Oliplu:.nt , C:!'nP. ral ::ounsel to the Treas'lry De;:>art'T.ent, 

Mr . ::ccles , ~vernor , t'eder al Reserve 3oard , 

t~ . C. B. Upham , Jecretary of the Committee. 

It wa s agr oed th tt the presentc tton or Federal Reuorve le ,;- ts-

l<~iln t o Congrest mi~ht perhaps best be defPrred until confirms -

t1ln of Mr . ~ccles as r~vernor o~ the ~aderal ~eserve Boqrd . 

a.:r . Eccles read an outline or t"e proposed lee isla t ion . 

His f irs t point httd t o do wi th combin1nr the o f!"i ces or the 

~ ,hu1 r~an of the Hoa rd und Covernor or a ~oderol Reserve Bank . 

r.:r . Mor c:en thau was oi' the opinion tha t there should he no 

l '>O"• l int er ference by t he / eder:ll :teserve l o"' r d . 

~~ . Coolidr e s~ id that it would destroy t he usefulnes s of 

l)C::tl Joards o r Dir ectors if they had no control over l ocal manage­

. n~ ol" the bonk. Mr . Eccles r eplied tha t withou t control over the 

luc:.l b~nks the usefulness or the Pederal Reserve Boa rd w~uld be 

destroyed . 

Mr . Oliphant inte rpos ed t o s ey tha t t he conflict was right 

there --we mus t accept either the ?:col es proposal or a cent ral 

'l.nk . 

Mr . Mor~=;enth·<u said tha t three th l nrs had been apreed to. 

1 . Control or open market operat ions hy the Federal Reserve Board . 

1t ~ . Civ ing to the Federal Reserve Board veto power over appointment 

or r egi ona l bank management . 3. A reorcanization or the BoArd by 
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reducing its number to three and the addition or t wo Covernors 

as ex- officio members • . Wr. MorFenthau added that if the idea 

was to establish a national cr edi t control throurh discount ratP.s . 

interest rates and open market operat1on3 ond control or local 

br~oks, t hat be wo•lld much rather see a central benk. 

Mr. Oliphant said that is the iseue -- s nd we ore ~ov1ng 

toward a central bank a nd we will be lucky if we get no more than 

the ~ocles proposal . 

~rr . Morcent hau said it was satisfactory with him to be 

removed from membership on the !"ederel lleserve Board. He said that 

i f the !ederol Reserve Board appointe the local management it will 

be r esponsible !'or the oper a tions or the banks . 1'he s1 tuatioo 

w\ll be made worse. If t hey ere to a ppoint the local management, 

• tho "'ederal ;leserve noord mir ht as well take the bonks over . 

Mr . Oliphant stated his agreementto this . He surges ted t hat 

the transi t ion to a centra l bank should be made as easy as possible . 

Mr . Morgenthau said that the ?ederal Reserve Bo9rd as it is 

today constituted s hould not have open market powers--tha t they 

s hould be exercis ed by the President and one other person. Mr. 

Eccles agreed to accept the pr inciple or the veto rather than 

appointing of local bonk management . 

Mr. Morgenthau said that it wou» be politically i mpossible 

t o change the Ac t to permi t the appointment or more than one 

member or the Federal Reserve Roard from the same Federal ~oserve 

district. 

Mr. coolidge said that it had been agreed to reduce the members 

tt or the Federal Re s erve Board to three members , t o whi ch Mr . Eccles 

.. 
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replied that he could not recommend the elimination of his associates • 

Mr . Morgenthau said t hat if t he Board stayed as i t is he was against 

doinr anything but that he thouebtMr. Eccles was put in as Governor 

to do the job of reorcanizing the Boar d. He reminded the committee 

tha t that is Just what he had done with t he Federal Fa rm Board . 

Mr. Eccles said that he didn ' t reel as badly about the Federal 

~eserve Board as hlr . Moreenthau did -- that he gets a lonr fine with 

them. 

Mr . Morgenthuu asked what s tnple thing tho Federnl Reserve Board 

hus done t o help recovery. 

Mr. :::c oles r eplied tha t the Boa rd i s impotent -- it does not 

hav e s ufficient power t o do very much . 

~~ . Coolidge said that three strong men could do somethi~g 

• even \'li t h their present powers . 

Mr. Morr enthau asked Mr . Oliphant how he w:luld set up an 

id~al Board. Mr. Oliphant replied tha t he would reduce the Board 

to three members - - a r~vernor a nd two Deput y Governors and pey 

t hem ~20 ,000. 

Mr . ~coles su•~ested that two r.over~ors be added to the 9oard 

to make up the open market committee . Mr . Coolidge surpested th~t 

there be a Board or 9 or 10 ~s a sort or advisory group to meet 

fe ekly -- the 3 members to serve as en ad.ministretive or axecutive 

commi ttee . The others disa~reed to Mr. ~oolidce•s sug·estion . 

It was suggested that a letter from the President t o Wr. 

~coles be arranged a~king him to recommend the r educt ion of the 

Boord to 3 members . 

• M~. Eccle s second suggestion was agreed to . His 3rd , 4th , 5th, 
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6th , ?th , 8th , 9th and l Oth su~gestions were agreed to. 

·11th r espect to his eleventli. aur-gest i on r elating to real 

estate l oans , Mr . Coolidr e eat~ t ha t be w~uld pr efer to permit 

real estate l oans against savings deposits up t o 50% leavin~ out 

other limitations sucb as appraised value a nd mat urity . 

Mr. Mor eentbau sa i d that he didn't ltks to see banks load 

up with real esta t~ a nd said tha t ~any s t ill are. 

94 

Mr . Oliphant said that someone must loan against real astute 

and t ha t apparently we ar e not yet ready t o set up an i ntermedia te 

bankint~ system. 

L!r . Mor gentha•t said that he was opposed to ;>ermitting the 

invest ment of 100% ot' savin ·s i'•Jnds in real estat e . 

\ 1r . F.ccles, lolr . Coolid e , ~~r . Oli phant and 1'/.r . !Jpham ad j 'lurned 

to the office or the Undersecretary to d1~ouss the technical 

amandment s included under poin t 12 in the !!:coles memorandum • 

.. t that adjourned maAtinc , Mr • .:coles indica ted his des ire 

to au geot tha t llat ional banks be permitted to e otabltsh branches 

throJ~hout the territory of their ! ederal aeserve bank or ~edaral 

1eserve branch bank distric t . It wan t.hou~ht tbe.t an·• such pro­

posal should be made , if a~ all , in a separate me3sure. 

The technical points in t he l ~th sect ion ot L'r . ~ccles 

memorandum were approved • 
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January 1 4, 1935. 

The sub-commit t e e on Housing met in the Federal Reserve noard 

Room at 2 :00 P .M. Those present were: 

J ames .-. . Marrett, .-dmt :~l strator , ii'ederal H?using :,dJllinistrat1on , 

John H. Fahey , ~hairman , ! edcral Home Loan Bank ~ard, 

T. Jerr~rson Coolid ·a, Undersecretary or the Treaaur y . 

Marr iner .:; . Eccles , f}o vernor , Fqder a l Reserve Hoard , 

Lynn P . Talley , President, Jo~~odity Credit Corpora tion , 

H. B. Hacke Lt, Housing Oiv sian , Public /arks Arl~inistratlon , 

~ . 3 . Upha~ , Secretary or the ~ommittee . 

Mr . lahey presen18:l a draft or ler:13bt I on for tho ~·HLaB and 

a l lied a Genc i es . 

Section S of t he bill substitutinr 9 Directors ror 11 ror So~e 

L~an ~anks was agreen t o . Section 4 was agreed t o . Section 5 wa s 

• ~treer to , section 6 was agr eed to and section 7 woo ~creed to . 

Sect ion 8 authorizing a n i ncrease or ~1 . 5 bill i on tn the 

borrowing au t hority of HOLC gave r ise t o a r ood deal or discussion as 

t o whether it should be allocat ed as betw~en distressed mor tgaGe 

r e1'1nancinc and priv t o rund:; or Home Loan lanka and "'ed .. ral Savi ngs 

~ Loan ~ssoc1stions . 

b~ . Eccles said that he would like t o see a part of the author­

ization se t aside dei'inlte ly as a discount fund !'or Home Loan b'"< nks . 

!!a su gested tha t alternative plans be put up to the Jnterdepsrt-

mental Loan Jommi t tee • 

..>ection 9 and s ect i on 10 •.Yere inv?lved in section 13 . 3ect ion 

11 was agreed to . 

' itth respect to Sect ion 12 , i t was supge s ted t hat l osses or 

• t n!>ured l3u1lding & Loan n.ssoci t~ t tons be chareed to r eserve up to 

the point wher e t he r eserve i s bot r eduoerl below th~ minimum 
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requirement or l/2 or 1~ per year • 

Section 13 and section 14 were agreed to. 

Section 2 was agreed to. The fi rst section was agreed to. 

Your points were advanced by Mr . Marre t t for c onsidera tion. 

L The r1 l!;ht or Nat ional banks t o buy s tocks _in ~4at1onal Mortgage 

.. s:;oc i a t i ons . L'h ls wa s not a greed t o. 2 . Reduction o r capt t ai1za ­

t ion or Nati~nal !.!ortBBGe ~ssocis tions from $5 million t o $2 

'11111 ton . ·~!lis was ll f!reed to. 3 . An i ncr eas e i n the amount or 

debent ure& t h .. t Netiona l Mortguge .,ssocin tions can i ssue from 10 

times capi tal t o 15 ti~es capital . Thi s wa s agreed to. 4 . Amend­

inr Titl e I for moderniza tion 11' :~partment houses and llepartment 
stores . 
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H. M. Jr. saw Eccles to-day. He asked hia 
whether he had done &nJthinJ about his confirmation and 
Eccles admitted that he had done nothing at all. 
Mr . Morgenthau was quite surprised and called up 
Senator ~ng and asked hia whether he would not "father 
and mother" Eccles and take hia aroun& to meet the various 
Senators. King said he would get started right away and 
would be glad to do whatever he could. 
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January 14th 

Lunched with the President. General discussion. 
Told him about my troubles with O'Connor and Crowley. Told 
him that both of them might file charges against each other 
with him. The President said if they do1 rather than make 
charges public I will ask both of them to resign. 

After lunch he had the Attorney General come in 
and then started one of the most unpleasant hours I have had 
since I have been in Washington, with the exception of the 
time that the President gave me the works on the Mellon case. 
The President argued with me t hat he wanted me to keep things 
on an unsettled basis until the Supreme Court handed down its 
decision. He said that he wanted this for judicial and political 
reasons. He said the only way that the man in a taxicab can 
become interested in the gold case is 1f we kept the story on 
the front page . He said I want bonds to move up and down and 
Foreign Exchange. He said if we keep things in a constant turmoil 
i f the case should go against us the man on the street will say 
for God ' s Sake, Mr. President, do something about it and, he said , 
if I do everybody in the country will heave a sigh of relief and 
say thank God . He would turn to the Attorney General as he made 
his various points and he would a lways agree with him. The 
President conducted the entire argument and the Attorney General 
would only join in the conversation when he was asked a 
questi on. I argued harder and more intensly than I have ever 
before in my life. I said the last time the three of us sat 
down, Mr. President, in regard to the Mellon case, you said 
it was a legal matter so the Attorney General ' s wishes must 
prevail . This is a financial matter so I say you should take 
my advice. At this point Cummings said I would not think of 
advising you on this matter. I argued that the Stabilization 
Fund was given to me by Congress as a trust officer and in 
that capacity my conscience told me that I must use every 
effort to even out t he difference in the exchange and the 
government bond market and I could not lend myself to sit 
still and do nothing or even to encourage uncerta1nty . I told 
him that when I came w1 th him a year ago things were most 
uncertain and chaotic and that step by step I have built up 
the confidence of the community in myself and the Treasury 
and I expected to keep that confidence; that the bond market 
had gone up during the past year under my supervision. I said: 
"Mr . President, you know how difficult it is to get th1s country 
out of a depress1on and 1f we let the financ1al markets of 
this country become frightened for the next month 1t may take 
us e1ght months to recover the lost ground." He cont1nued to 
press me very very hard, arguing all the time for the political 

fi• effect 
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Finally when I felt that I was not making any 
headway and I said to myself I do not want him to order me 
to do this because I will have to refuse and if I refuse I 
will have t o simultaneously give him my resignation. I, 
therefore, pointed my finger a t him dramatically and said: 
"llr . President, don't ask me to do this" whereupon he 
answered: "Henry, you have simply given this thing snap 
Judgment•. Think it over" and I answered: "Lets all three 

. .. 
t • 

of us think it over". I rose to go and said: 11Is it agreeable . 
to you that I go ahead now and buy several million dollars 
worth of Francs in order to steady the market" and he answered 
"Yes" so I felt that for the time being he was going to le me 
continue the course I feel I should. 

I returned to the office and sent for Herman 
Oliphant a s I was suspicious that he had sent word either 
to the President or the Attorney General and I was bei.ng 
given the works on account of that. I asked Oliphant pointblank 
and he said he had not communicated with either man and to 
prove his statement he showed me a statement which he had 
gotten Gaston to give out which took the same position that 
I was taking. Natural ly Oliphant was terribly excited as 
I was because I felt that the President was making a teriffic 
mistake and that I did not know whether my advise or influence 
would prevail . 
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The next morning when I called h1lll I could feel <- I> 

from his tone of voice that he was being particularly nice 
as I felt that he must have slept over my discussion and my 
advice was going to prevail. In talking to him at 9:15 I 
pointed out that the price of gold in London was lower than 
in Paris and I wanted to buy a couple of million dollars of 
gold in London. He said "Fine, go ahead". As ~t turned out, 
we were only able to buy a half a million dollars worth of 
gold in London. During the next hour I got word from Crane, 
of the Federa l Reserve in New York, that Mr. Fraser, President 
of the Bla', had called up saying that people abroad could not 
understand why the Stabilization Fund did not go into action 
and bring the dollar within the gold price. The following is 
the exact conversation between ilr. Crane and Mr. Fraser: 

"Confirming my telephone call this morning, 
Mr. Fraser, President of the B. I . s., telephoned about 
10 a. m. to say that there was much uncertainty and 
nervousness in the principal markets abroad because or 
the rapid rise in the dollar abat-e the gold point resulting 
from widespread comments in ~e press about the possibility 
or lowe.ring of the gold price here in case the Supre11e 
Court should decide against the Government in the gold case. 
Mr. Fraser added that the B. I. S. was receiTing frequent 
telephone calls from the principal European centers and i t 
was being asked on all sides why t he United States stabiliza­
t i on fund was not being used to prevent the dollar rising 
to such a high level in view or the tact that Europe had ' 
regarded the primary objective at the stabilization tund 
to be the maintenance or a stable dollar exchange. 
Mr. Fraser suggested that I should comm,ni cate to you 
the substance of his telephone call. • 
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Crane during the morning tried his best to get 
me to jump in and bring the dollar within the gold point. I 
told him to keep his shirt on. Crane called me on the Hill 
and told me that the Governor of the Bank of France had phoned 
him that they had asked Lazard-Freres in Paris and New York 
to take 8 million dollars worth of gold,that Lazard in Paris 
had taken 4 million and that Lazard in New York had refused to 
take their 4. They were very much disturbed and asked us as 
a favor that we pick up the 4 million. I told him tha t I would 
let him know in a few minutes. I call ed up the President, got 
him at once, told him the circumstances particularly t hat Frarut 
Altschul had refused to t ake this 4 million and unhesitatingly 
said "Take it n. I then called up Frank Altschul and had the 
personal satisfaction of getting off my c hest all of the excite­
ment which I had and undoubtedly said a lot of foolish things. 
However, in this conversation with Frank I made the statement 
that I thought inasmuch as the government had to step in and 
buy gold, that we could not rely on the private bankers to do 
it and that the government might as well take over the gold 
bullion business. With this idea in my head I called in 
Coolidge, Lochhead and Oliphant and discussed it with them 
and then made the suggestion that we authorize the Bank of 
France to buy gold for our account up to 5 million dollars 
and up to 6. 69. They all liked this idea and Coolidge and 
Lochhead all through the afternoon kept advising me not to 
try to jump in and bring the Franc suddenly up to the gold 
point, that they both felt it might cost too much money. If 
the President had told me to go easy I was in such a state of 
mind and instead of jumping in and spending 50 million dollars 
because I would have thought that his reasoning wa s based on 
a political one but when Coolidge and Lochhead advised me to 
go easy their advice was based on what they thought was best 
from the standpoint of the Treasury. 

At the Vice-President's dinner the President sat 
on Mra . Garner ' s right and I on her left. He leaned back and 
said across her back "Well Henry I am glad to see that you are 
smiling again" . He said to Mrs. Garner "You know Henry was 
very serious for an hour yesterday". Be said 111 was arguing 
with him about t he gold case and in arguing I often take t he 
side of the opposition in order to bring out the various points 
but of course I didn't believe in these arguments" but he said 
"Henry feels much happier to-night and I see he is smiling" • 
The President took this most unusual method of informing me that 
he didn ' t mean what he said on the previous day. Of course the 
interpretation that I give to these remarks is that he was 
notifying me that I had won. 

Every suggestion and every move that has been made 
1 • on the exchange situation, every single i dea has been mine. 
~ The President did not make one single suggestion. I simply 

told him what I was going to do and he approved . 
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January 14, 1935. 

Secretary Morgenthau. 

Oscar Johnston. 

In l ine with our conversation this morning with 
refere.nce to certain markets for American cotton:-

I suggest the advisability of entering into 
negotiations with India, Egypt and BrazU with the thought 
of reaching an agreement the effect of which would be to 
limit the export of cotton from these four countries to 
world markets in accordance with such a r rangements as 
might be thought mutually advantageous. Such conference 
might also consider embodying within the terms of the 
agreement limitations upon the acreage to be pl anted by 
each of the contracting parties during a period of five 
years . The agreement to be subject to such modification 
as might be agreed upon by a Commission, Board or other 
controlling agency established to effectuate the purposes 
of the agreement. 

America' s normal acreage is appr oximately 
40,000,000 acres, that of Egypt approximately 1,743,000 
acres , that of India 23,935,000 acres. It can not be 
said that there i s a normal acreage for Brazil since 
that country for the past four years has materially 
increased her acr eage and because of this fact now 
threatens to disrupt conditions 11'1th respect to America, 
India and Egypt . 

At thi s time Brazi l i s largely dependent upon 
America as the principal market for her coffee. I think 
that before a r eciprocal trade agreement is concluded 
between Ameri ca and Brazil, serious consideration should 
be given to the advisability of asking Brazil to enter 
such an agreement as is above suggested in return for 
having her coffee admitted to America duty free. 

The charge is gener ally made that our efforts 
to improve the price of cotton by ~tailing production 
are resulting 1n the development of the foreign growth of 
cotton, and that America is l osing her world position as 
a cotton producer. I think the situation has ~en grossly 
exaggerated, but it is undeniably true that Brazil is 
rapidly increasing her acr eage and becoming to that extent 
each year more seriously a competi tor with Ameri ca in 
world markets. 

1 
~ .. 
c;;: 
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I t an agreement such as a~e suggested could be 
had, the tour countries would ha~e i t 1n their power ~ery 
l argely to determine the trend at world cotton and textile 
markets, and with that power each could probably iaprove 
its position very much without at the same time i njuring the 
other. 

1 
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Januau 15th 

I phoned the President to-day and told him that 
Francs have dropped from 6 . 59 to 6. 40. The export gold point 
i s 6 . 59. lly t hought is that we could step in at 6 . 40 and buy 
Francs and convert them into gold. I would suggest limiting 
it to $10, 000, 000. The President approved . I then telephoned 
Burgess and told him to bey Francs i llllllediately from 6. 40 to 
6. 50 up t o $10 , 000 , 000 with the understandi ng that we could 
convert them into gold if we wanted to. 

J anuary 16th 

llr. Uorgenthau talked with Coolidge and Lochhead 
at 9 o ' clock this morning and decided to buy gold in the 
London market . They thought t hey could get it at about $34. 50. 

Kr . llorgenthau called the President at 9:15 and 
called his attention to the arti cle in the New York Times b7 
hrthur Krock correcting a s t atement made in yesterday' s New 
York Times t hat "The possibility that a decision adverse to 
the government i n the gol d-clause cases pending before the 
Supreme Court might cause Congress to return to t he dollar 
its original gold content and thus ef fectively prevent further 
inflation by this route was being discussed to-day e.mong 
Federal experts . " 

"Unlike certain Congressi onal leaders who, through 
fear of financial chaos, declined even to consider what might 
happen i.f the court rules against the government, the depart­
mental experts reached the opinion that suc h action would have 
definite advantages. " 

Mr . Krock now states that "Some Treasury officials 
felt that the r eadi ng public conclude that the •department al 
experts" were Treasury men. The f act i s that the experts whose 
views were r eflected in the dispatch to the New York Times are 
i n another department . Treasury opinion given to t he preparation 
of t he kttorney General ' s argument was firmly behind his statements 
that an adverse decision would be most disadvantageous to the 
government." 
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au .. wwe 1 nrlll J.a U. il5ll'ia& ot 1111 wit.ll t.111 rlpl'lltD\&Uftl ot 

\n III'IIU..._ '11111118 ud u •-• wu reaobe4 llld bt ar ott..Uft 

t.be iii4H\IdMII allcrft ..Uoaed.t &i.rizla lala pan ·1 IIOWe t.barefWt 00 II' 

,._ .. .._ 111r b1a 'llrot.bar~, claW llan!a 1-, usa, at. ~ du • • Won ~ 
tift flU'• otter daw, ...,_, bailll .. •• 111r •wt.aia •t.oUt, ......... u.t 

et.lMr ool.lat..ral of - .__..U~r,M ditt-t. -panu.., all ot nte11 

....... ala- •t--ia llllpoto&U.. operat.Ua 1A lla41- aDd 'riei.Dl •• 

J.a lla4110a f• the - ot tTa.l71.18 wld.e!a wu 11&bll'l'lsE\q Mba - ll!r 

t.Ut. t.lll ~ llllat.eftl "IIMk ot 'II!/ IIOW 1aui1\a et - ·- lt.Mk 

ill ~On ral ,..._ ..S a.p,1;r I q 1 z 1114 tt.oek 1A a eloled lllllk ot 

lladUoa, we n••S..• m.u u ..U.\l;r a allt.Ue. a- ot tbe eel.l&w-1 
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bae ,...,. been azq etoell 1A AliT ballk 1A llllld18011 pl.Med u oolla twal to 

elUaer ot., Dot.e, a- ot the collatwal _,ated ot Beak • ....._ 

etook •!doh I ordered N ld and the ll"OOOede appli..S 011 t.be not.e. 

Uadv t.be ocmwaot ot S.p....._. e, ltlt, t.be OoabU Grow~ 

ou c~ debt ot tlOO,ooo ... u:\ellded fift year• pqahl.o 1A ...... , 

1Aetalh·'Dt. riUlginc troa tlo,ooo a year to tsa,ooo per yew &lid t.he 

int.r eet nt. w:.e redllnd tree$ to 1~. In oaoaideration of UU. u­

teDdOD I plqed a llte polio;, in the principal Wll ot 1100, 000. ,.._ 

e'WUl\ to thie agroe,_t ot Sept.-her 1 , 19ft, Oeacal Paper and Slappl)' 

Co:ape.~~¥ wu granted m axtendOD ot f i T e yean oa i \e ohl.it;aUaoa 1 1r1 t.b 

intero•t rate r educed tr.. 5:& to S~ the tt.ret yev, 4J the ... oDd .,...,., 

aDd s• t.hoeaf'ter. I aleo eeoured ~t or thb c~'• obli«atioe 

witb inelll'ance 011 ., lite in the a.ures ute principal' eua ot $111,000. 

In Doi ther ee ee ••• tile priJicipal of azq obli«a tioa in 111q wiN redueed, 

The OAly ooaoe .. ion wae 1A the inteuet rat. ud ut.eAiiae ot U• ot 

pey~Hnt •• abon aet fart b which I t ool wae aapq oo.penMted '117 pori1Jia 

collatwal oou1fUq ot lite ineuAnoe • 

.lppven\11' t bere h aoae etate.ent 1A the r eport ot tile eznl ner 

ot .lprU e, l9N, to tbe ett .. t t.bat - tov .,...,. plan bad bNa aareed 

upoa betwean oveeln e and the banlte which had tailed &lid the renU wu 

the 11T1AI ot ., no\ee dated lilu'eh 1 , 1111111. T!Mre ,_ • • lll:l r- 'TMI' 

plan. Tb ... Do\ee wwe 11nn llarob 1 , liiU, 1A aoeordaDM eUh tbe twu 

ot the ooat.rae\ ot lleptealler 1, 1132 • 

._, ;>ereaeal not.~, &bon MDtiOIYd, ...S the oollatwal •-iAI 
the ~\ ot -• are Doe held • \be Pil'et WiMoadA llaril-ce C Ill rq 
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ot lilw akM, 1111100Da1n, wboee et.ooll: 1e OWD8d liT the !liacooein Bank-bar .. 

Corparatloe. 

Oar two cwparatiODa ban DO 1n4ebtdaua except to the baka 

and tbare 1e no ~liCe oar other U en .,ainet their proj)C'Uea. llbat 

the a .. eta or \baae coapentu w1.ll be WGr'th at tbe ~ or tbe at.naiaa 

period 1n 1!157 1a, or coaree , illpoNib.le ot &IIO~t, bat I ... ._ 

•bat encOIU'aled bJ - ot ter r.cei..cl eiAce 1!152 1.n uceN ot a Utt.le anr 

$200, 000 tw the property or Goodall Cro•lq ou c~ whieh )Wopw lit 
•e could ban aold before tbe depreaaioo !oar aearl,y twice that -t. 

I aa eUll Carr71As lite iuuranca 1n the ...VOi!•ta pr1Do1p&l. 

a.aount ot t 

I - 1A ao wiN c~ with MIT loan obtaiAed 'b7 e.itbc' or 

t hose baka oar 'b7 11bcoae1n li&DUbarea troa the J!ecoutrucU ca F1.uaoe 

CoarparaUca &ad u fer u tba Feder al Depoeit Iuarauee Corporation 1a 

coaceraed, Hither ot these babU hu .... er .aucht a t&Yar aJII1 notbiq 

hu eYer denloped 11hich indicat .. tbat I c&DAot act talrl,y uod illpert~ 

l,y 1.n q ottlcia.l coatacta tatb tba. 

Reapecttul.l,y TOV•• 
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I - Bank Loans, 

A s~ and Anal,ysia 
ot 

lle.,randua dated Janua.ry 15, 1935 
RAit Crowl ey Loans. 

***** 

1 1 1 --
/ru 7 

On January 15, 1935, the date of the exnm1ner1 s MIIOrandua, 
Leo T. Crowley, coapa!Uea in which he was interested, and his sister, 
owed the First 1Usconsin National Bank, IIUwaukaa, Wisconsin, 
$458,795. 58 and the Ste te Bank ot Wisconsin (the First National Bank 
ot Madison, Wisconsin, on February 2, 1932 took oYer the assets and 
aasuaed the liabilities of the State Bank of 'llisconsin, which is now 
in liquidation) ~en , 209.44, a total indebtedness to both banks of 
$1,166,055. 02. 

Of the amounts aboY& 1118ntioned1 $1651795.58 in the Firat 
Wisconsin National Bank and $3501 476 • .38 in the State Bank ot 'lliaconsin, 
or a total of $516,271.96, include loans mde to llr. Crowley's brothers 
and to the Four Lakes Innstlllflnt Colllj)&ey, a substantial part ot the 
proceeds of which were receiY&d by or credited to Leo T. Crowley person­
ally. These, howeYer 1 han now all boe:t assuaed by Mr. Crowley. During 
the period when practically all these loans ware made, Leo T. Crowley 
was President of the State Bank of 'lfisconsin (formrl.y the Bank of 
Wisconsin) a state banking institution. 

There 1a a so-called •standstill• agraewmt, dated September 
S, 1932, entered into by llr. Crowley and his four brothers 'llitb llia­
consin Banksbaras, a holding CO!Ip&D¥ owning controlling interests in 
the above •ntioned banks. Pursuant to this agree..,nt notes ware ginn 
to the banks in substitution ot notes pre•iousl.y ginn in connection 
with this indebtedness. These notes mature llarch 1, 19.38 and carry 
interest at the rate of ~ (this interest rapreeants a substantial 
reduction in the rate of interest which was payable on the pre-existing 
notes). Onder the ail'•••nt the obligor has tbe right to defer pay•nt 
of interest untU •turity. This right hes been exercised. 

For further details in respect to the abon •ntioned 
indebtedness see Exhibit •A•, hereto annexed and pages 2-4 or the 
e:mlliner 's .. .,randua, particularly the co-nt as to the character 
and value of the collateral to the loans 1o question. For separate 
ana.l,yses of borrowinp at baDks by tour brothers and by Four Lakes 

1... 
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Innst~~ent Co., apparentl,y to a Tery substantial. extent for the 
account and acco..adation of Leo T. Cro• l ey, see pages 33-40 of 
e:malner 1 a ..,.,randua. 

II - Personal indebtedness of ltr, Cro•ley to so-called Cro•ley 
eqtpanies . 

A. To Genaral Paper and Supply and Crodey llholasale 
Grocery Co~~pQey. 

According to the aU<Uted state11ent as of Daceaber 31, 1933, 
by &bell, ltiekbofer & Co., certified public accountants, Leo T. 
Crollley n s then indebted to this coapaey to the extent of $32'71 500. 
This indebtedness is erldenced by ltr . Cro•ley1 a note dated Deceaber 
31, 1932, due Dec8111ber 31, 19.371 wUh interest at the rate of ~ per 
annua. For an anal,ysis of this aaount see pages 20-21 of the exa ... 
iner 1 s report . 

B. To Goodall -Crowley OU Coapan;y. 

Accordin8 to copy of balance sheet of thia coapaey as of 
Decellber 31, 193.3, a certified copy of • hi ch 1e in the credit files 
of the First Wisconsin National Bank of llilnukee, Wisconsin, Leo T. 
Cro.ley -~~ then inda.bted to thie coapany in the aaount of $127,600, 
aa erldenced by a note dated Deceaber 31, 1932, aturing Deceaber 31, 
19.37. For fUrther details in respect to this indebtedness see pages 
28-32 of the ena1Mr1 s ....,randu.. 

III - Florence Cro•ley indebtedness , secured D.r aortgage on Edgewood 
Annue property located in lladison, Wieconain. 

This property was originally connyed to Leo T. Crollley 
by St. Clara College and ltr. Crowley erected a residence thereon. 
On Noveaber 21, 1931 11r. Crowley deeded this propert,y to his un-.rri ed 
sieter, Florence Crowley, for a noainal consideration and on the -
date norence Cro.ley .,rtga&ed the propert,y to the State Bank of 
Wieconsin, ot which llr, Crowley waa then the President, for a loan of 

112. 
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e60, 000. During 1932 the notes erldanc:ini this loan were sold to the 
Central Wisconsin Trust Co!lpa.ey, lladison, Wisconsin, but subaeqUAintly 
found their way back into the State Bank or flieconain. So• t iM 
during 1932 these notes were sold to tho First Wisconsin National Bank, 
IUlwaukee, WiBconsin. The notes were oricina~ due as follows• 

$10,000 - Bonllbor 21, 1932 
10, 000 - Novellber 21, 1933 
40, 000 - llov.-ber 21, 1934 

llaturity on these notes has been extended to October 31, 19)7 and the 
interest rate reduced to 5~. On tho da.)' that the loan on thie property 
was mde by llr. Crowley's bank it appears that a previous loan to Mr. 
Crowley on the property by the National Guardian Life Insurance Co• 
pany, in the e..ount of $30,000 was paid off and Mr. Crowley's 
coiDI!rcial. checkinc account 1n tbe State Bank of Wisconsin wae credited 
with $60, 000. The assessed value of the property for 1933 we.a --
Land - $4,450; Building - $38,400. 

On January 15, 1935, the date of tho •x•w1ner'a ~~a.orandua, 
t !le notes and the .,rtgage securing thea were owned by the Firat Wis­
consin National Bank. 

IV - Brief hiatorx of certain of the larger or .ore '!!J?!! rtant loane. 

A. Loans of Four Lakes InvestMnt Coapany. 

Included 1n the loans of Lao T. Crowley referred to in I 
above , and 1n Exhibi t •A• attached, are carta.in lOSDB to Four Le.kas 
Invest~~ant Co!lp&ny by Mr. Crowley' s bank, totaling $210,000, on which 
the nat balance due ia $170, 000. With respact to these loans tba 
liability ledger of the State Bank of Wisconsin shows the following: 

Date of Loan 

De cember 21, 1929 
(Credited to checldng account of Lao T. Crowley 

at State Bank of Wisconsin. ) 
Deceabar 27, 1929 

(CNdited to cbaclc1ng account of Leo T. Crowl ey 
at State Bank of Wisconsin.) 

June 26, 1930 
(Credited to cbeclciDi account of Lao T. Crowley 

at State Bank of Wisconein.) 
June 30, 1930 

(Credited to ehecldn& account of Lao T. Crowley 
at State Bank of Wiecona1n 

Sub-total 

$30, 000.00 

28,000.00 

2, 000.00 

50, 000. 00 

llO, ooo.oo 
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Date or loan 
Bub-total (carried over) 

December Jl, 19)1 
(On - data the loan or the General Paper&: 
Supply and Crowley Whol esale Grocery Co. at the 
State Bank or Wisconsin was reduced ~100,000.) 

Total Advance!! 

Date of Credit AJoupt 
J anuary 1), 1932 $12 , 000.00 
January lJ, 1932 28,000. 00 

(On NJDe date General Paper 
&: Supply and Crowley 'llhole-
eale Grocery Co. increa sed ita 
1Ddebtedness t 40,000. at the 

,.,unt 
$110,000.00 

100,000.00 

210,000.00 

State Bank of li1Bconsin. ) _ ___________ -"'40"" • .,.ooo=·~oo~ 

llet Balance Due $170,000.00 

!14 

At Vlirioll6 t iMe portions of this co~'s loans were sold 
by t he State Bank of Wisconsin to the First lfisconsin National Bank 
with the result that as of September 8, 1932, the date of t he eo-called 
•standstill• agreement with Wisconsin Bankshares 182,000 or this 
indebtedness wee due to the l"irat Wisconsin National Bank and ~,000 
to the State Bank of Wisconsin. 

As a part of the agreement of September, 1932 whereby Leo 
T. Crowley assumed the debts of this co~ny and those of hie brothers, 
i s a schedule listing the various obl1pt1ons of t .his co~ny and of 
hie brother s, which includes this caption: 

0 l"our Lakes Investaoent Coii!?&JlY 

llotes owned by l"irs t l'ieconsin llat1onal Bank, IIUweukee, Wia.t 

llote dated July 8, 1932, de-.M, ~. $82,000.; 
collateral 1,000 shares General Paper &: Buppl,y 
and Crowley Wholesale Grocery Co~ preferred. 

llotoa owned by the State Bank of wisconsin, Madison, Wia. a 

Note dated June .30, 19.32, de-.M, ~. $88,000.; 
collateral, 90 share& General Peper &: Buppl,y aJid 
Crowley 'llholeeale Grocery Co~ny preferred --
second ieeue . • 

l"or eo• r.aeon th1lo collateral bell been returned. Copy or collateral 
recorda of tbe Firat 1r1econa1n •tsonal Bank, 111lwaukee, Wb. shows 
the followiJI&a 
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Oat& 
Dapoaittd Ctf. Ho. Sba.ret 

11-9-31 187 500 

Daaeript1qp 

General Paper pfd. 

Withdrawn 

6--23-33) 
) 

Panelled 
notationt 
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11-9-31 120 500 • " • 6--23-33) 
) 
) 
) 
} 

•For eollflotion 
receipt by 
Auditing Dapt. 
First Wis.Natl. 
Bank.• 

App&rflntl.T the collateral was first depositfld on Saptaaber 10, 
1930 at the State Bank of Wisconsin, llil.dison, Wisconsin. This shows 
1,000 aba.rea or the General Pap~~r & SliPPlT and Crowley llbolesala Grocery 
Co. prererred stock, certificates numbers 187 and 120 tor 500 shares 
each. The auditfld statement aa or Deeeaber 31, 1931 of the General 
Paper and Suppl.7 and Crowley llbolflsala Grocery Coapan;y shows aaong 
various certificates which were aisaing, and with their stubs bl.snlt, 
these two certificates. According to the - audit the authorized 
capital stock of the coapan;y, as of this datil, consisted of 1,000 shares 
ot $100 par value com.>n stock, 2,000 share s 8~ preferred stock, with 
par value or $100 a ahara and 2,000 shares or 7'1> preferrfld stock, with 
par value of $100 a share. 

In thls connection, it will be noted that the amendw!Dt of the 
company's articles to provide for the 7~ issue was not made until DeceD­
ber Jl, 1931. Prior to that tilDe only the issuance or the co.on stock 
and or the 2,000 shares of ~ preferred apparently had been autbor~ed . 
The records of the bank do not show the issue of preferred stock which 
was deposited as collateral on Sapteaber 10, 1930 at the State Bank of 
l'lieeonsin and it bas not been otbarrlae identifed because of the absence 
of aey record in the books and accounts of the coapany. 

Since, according to the audit above referred to, no otbar issue 
or prererred stock had been authorized on or before Septeaber 10, 1930 
it ie apparent that U this collateral consiattd of authorised preferred 
stock it aust ban been a part of the issue of 8% preferr.d. Bowevar, 
the auditor's stateaent as of Decellber 31, 1931 abon tha aaount of 
prererred stock outstanding to be 1954 shares and lists the recorded 
owners thereof and the reap~~ctiTe certificate nuabers. This list does 
not show certificates nuabers 120 and 187, nor does 1t show that the 
P'o11r Lakes Inveataent Coltp&ey was the owner of any preferred or other 
stock or the coap&DT. 

Thera 1a Uttle 1nt'oraat1on in the report in resp~~ct to the 
bua'inasa and aaaets of the Fo11r Lakes Invastaent Co~~paey. It appears, 
bownar, troa the recorda of the Secretary of the State of \'<is cons in 
that this eo~ las neTer operatfld since ita organU:e.tioD 1n October, 
1929. 

Regraded Unclassified 



Page 6 ••• 

B. WllllaJI P. Crowley lOilll, secured by .ortgage on lla.dison 
Brick Warehouse. 

116 

On November 25, 1931, the General Paper and Supply and ~ 
Crowley Wholesale Grocery Coap~ deeded its Madison Brick Warehouse 
to Wl ll lam P. Cr owley for $1 and other good and valuable considerations . ! 
On Deceaber 31, 1931, tbia property i s still shown as an asset of t he 
co~, although the coapao,y did not hs.va tiUe to the property on 
that date, nor had it received ao,ything for it. The facts are: On 
December 5, 1931, a .artgage of $75,000 on thia property was given by 
Williaa P. Crowley to the State Bank of i'lisconsin, lla.dison, 'lliaconsin, 
of which llr. Leo T. Crowley was then President. On the saae date, 
the cbeckiojs account of Leo T. Crowley at the State Bank of Wisconsin 
was credi ted $75, 000. llr. Crowley apparen'.ly used the proceeds of thia 
l oan to his brother to reduce his personal obligations at the State 
Bank of Wisconsin by $68, 316. 29, the balance being used to r educe h1a 
overdraft at the State Bank of Wisconsin by $5,600. 

As above stated, t he General Paper and Supply and Crowley 
l'lhol esale Grocery Coapao,y, of which Yr. Leo T. Crowley was also Presi­
dent at thistt.e , did not receive the proceeds from t he loan made on 
the securi ty of this .ortgage end on Dlarch 10, 1932 title ns stlll in 
William P. Crowley. However , the property bed not been taken off the 
company's books and the .ortgsge liabillty had not been entered on the 
books of the company aa of the date of the December 31, 1931 audit. 
The auditor's report for 1932, however, includes the property SJDOng the 
fixed asse ts in the balance sheet for December, 1932. The property · 
r.ss deeded beck to the coarpao,y soae tiae in 1932 after the 1931 audi t. 
The note of Williaa P. Crowley was retired, and the 110rtgsge lifted by 
a nota of Leo T. Crowley given to the State Bank of Wisconsin, iladison, 
Wiscons in, on June 29, 1932. 

At or about the tt.o of the above aentioned transaction, 
t here was outstanding, according to this company's stock book, 
$195, 400 of 8% preferr ed stock owned by 61 different shareholders. 
Of the recorded owners of these shares only 35 shares appeared in the 
na11e of the Crowley brothers and none in the name of Leo T. Crowley. 
In this connection, attenti on i s invited to the provisions and 
restrictions of this issue of preferred stock, reading 1n part as 
fo:.lows: 

(A) •corporati on shall not dispoae of all, or substantially all, 
or encumber i ts property and assets, except by and with the 
consent of holders of three-fourths of preferred stock out­
standing. 

(B) "Pref erred stockholders have equal vot ing rights with co~n 
stockholders only in ease of 60 days default. 

(1) "* * * * * or in other provisions specified for the 
protection of the preferred stockholders. • · 
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V - Financial atateMnta or Crowley eo~ea turni.sbed State and 
Jlational Banb. 

A. General Paper and Suppq and Crowley l!bolesale Grocery Co. 

The report contains copi es of financial atate•nts of the 
General Paper and SUppq and Crowley 11boleaal.e Grocery Co~~paey ae of 
December 30, 1928, Deceaber 30, 1929 and Decellber 30, 1930. Tbeae 
stataMnta are copies of originals 1n the files of the Firat National 
Bank, Madison, Wisconsin, which aa ahoTe stated baa taken over the 
assets and aaau.ed the 11ab111tiaa of llr. Crowley's benlt, the State 
Bank o£ 111aconain. The atataMnt as of Decellber :30, 1928 reflects 
obliaations of $131,500. However, i t is !mown that the eo11paey was 
then obllptad to three banks in t he ...:~unt of $162,500. 

The statement as of December :30, 1929 reflects obl1gat1ona 
of U24, 500. I t is mown that on tb1s data the COJIP&D.T As obllptad 
to ail< banks in a total ...:~unt of $192, 500. 

The stete~~Gnt as of Deceaber 30, 19:30 shows notes ~ble of 
$129, 500. On t hat date, it ia known that the COIIplll1Y was obligated 
t o aix banks 1n a total ..-ount of $2:36, 500. 

For further particulars 1n respect to the above atateaenta, 
aee copios thereof appearing on pages 22, 2:3 and 24 of the examiner's 
report. Also see oxaainer' a eo-nt s on pe.ges 19-21, which indioate 
t bet in other respects t hese atataaenta ~ not have reflected the 
true finaneial condition of the eoapany on the dates in question. 

B. Ooo<!all-Crowley 011 Coapan;y. 

I n t he credit f iles of the Firat 'liiaeonsin National Bank, 
ltUftukae, 111aeonsin, 1a a eop;y or atata•nt or this eoapan;y dated 
Novaaber 30, 1930, with a notation - 0 Cop;y State Bank of 111aeonein, 
UQdison, 11iecons1n, received lioTeaber 30, 1931. 0 (See page :31 or 
ex.c.ainer ' a report?. 

This state•nt shows notes Jl81able in the ..aunt of $59, 000. 
Howenr, the liab111ty ledger of the State Bank of Wiaeonsill on 
November 30, 1930 shows that the Ooodall-Crowley 011 Coapany waa 
l ndobted to i t 1n the a.ount of $11,500 on ita own books and $75,000 
on tboae of its branch. (See page :32 of exaainer'a report) . 

VI - f !MnC1/I.l eond1t.1on of Czywl u co!J?!Dies. 

Tbe exaainar'a report shows no equit;;r for co_,n or preferred 
atockbolclera of the General Paper and Suppl,y and Crowley 'llbolesala 

® 
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Grocery Co~~p&ey ey an analys is of the C0111p8.11y1 s stete1111nt aa of 
Deceab6r 31 , 1933. (See pagee 5-8 of exaainer' s r eport). 

The report also shows tho net worth of t he Goodall-Crowley 
Oil Col!lpQI\Y to be $14,147. 26 by nn ana~sie of the ca.pney' e state­
-ant as of December 31, 1933. (Seo paees 28-29 of examiner's report) . 

VII -- Leo T. Crowley overdrafts a t Sto.te Bank of Wisconsin, llacUaon, 
liJ.aconsin. 

Mr . Crowley becaM President of the Sto.te Bank of Wi sconsin 
on Septamber 1 , 1928 and continued in active charge of the bank until 
i t was t.alcen over ey the First National Bank of lladison, llisconsin, on 
February 2 , 19)2. 

An inspection made of the deposi t a ccount of Leo T. Crowley 
with the State Bank of IUsconsill, lladison, 'llisconsin, shows that oYer­
dr aft s were .ore common than credi t balances. In 1928 overdrafts r an 
as high as $44,06o.8l; ill 1929 they ran as high as $22, 459; ill 1930 
they ran as high as $17,388; in 1931 they ran as high as $32, 805 
and ill January , 1932 they ran as high as $3, 305. 

I-diately before exam1nationa were started of the bank ey 
tho aud i tors for the Wisconsin Banksberes and/or the State Banking 
authorities during the years, 1929, 19)0 and 1931 thase overdrafts 
were covered teaporarlly, largely ey placing notes in the henk. For 
further detail& see pages 50-57 of the eX&IIiner' s report. 

VIII - Lo8Ses sustained ey 111sconsin Bankshares 1n connection with 
the tak:1ng over of tbe State Bank of Wisconsin ey t he 
First Na tional Bank of lladison. 

The report shows thet the aesets of the State Bank of Wiaooneill 
were guaranteed ey the lliseonain Banksbares Corpor ation at the t i .. the 
bank was taken over ey the Wil:at Na t 1onal Bank of lladison on February 2, 
19)2 and further shows that to t.be date of the exandner' e report, 
J anuary 15, 19)5, the llieeonsin Bankshsres suffered a loss of approxi ­
aate~ $4,500,000 and thet the a cquisition of the State Bank of !118-
consin, Madison, pLayed no a.a11 part in ~ it necessary that 
111econe1n Banksbares be rehabilitated through a eiseable loan received 
froa the Reconstruction Fin&Dce Corporation. (For further d.etaile 
see page 58 of uawine..-1 e report) . 

0 

) 
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IX - Oenera1 stete11ent •"" m!liner' o conclusions. 

for a genera1 atatem nt in respect to the scope ot the 
report and the examiner's conclusi ons see the f irst and last pages 
ot the report. (Pages 1 and 60). 

.11.9 

Regraded Unclassified 



Leo T. Cro..-ley 

General Paper & Supp~ 
and c:ro..-ley l!bolaeala 
Grocer'7 Co~~p&JV 

IIRIBIT •A•. 

First Wieconein 
National Bult, 
111.1..-aukee 1 Wit, 

124, 500. 00 

Coodall-Crowley Oil Co~ 

~unt involved in agree-
118nte dated 9-8-32 II 

Florence Crowley .ortgage 

Shorewood H1lle Co~~p&JV 

Leo T. Cro..-ley and A • W. 
Scbullcnp 

2901295.58 

6o,ooo.oo 

108, 500.00 

Stete Bank 
ot Wieconein, 
• dieon1 Wie . 

156,025. 33 

100,000,00 

6061501.71 

100,707.73 

12.!!1 
$516,271.96 

100,000,00 

8961797· 29 

6o,ooo.oo 

100,707. 73 

108, 500,00 

~unt not invol wd 1n 
9-8-32 agree-ants 1681500,00 

1/.581795. 58 

l00 ~7Q7.73 ?69 ~2QZ.73 

Grand Total tzgz I 209! 44 t l I 166 I 005 ! 02 

I Tbe standstill agreea nt dated Septellber 8, 1932, coftring the 
loons ot Leo T. Crowla;r in an orig;l.na.l a80unt ot $587, 513. 55, 1e eipad b7 
the t i n Crowley brotbere and b7 Vice President Louis Schriber tor the 
Wieconsin Banksharea, Tba agree• nt conre the tollowing loans, all ot which 
were aaauad b7 Leo T. Crowley; such notes Mture ~ch 1, 1938, at 2% 
interest, but under the agree•nt the obligor baa the right to defer &IV' 

poyment of interest untU uturity. lie has axerciaad thie right. 

E, E. Cro..-ley 
J. H. Crowl&7 
S;rlftater Crowl a7 
W., P. Crowley 
Leo T 1 Crowla7 

Firat Wisconsin State Bank 
National Bank, ot Wiaconsin 
!!J l wauk_ee . Wia. • di aop. W1f. 

$25,795. 58 
20,000.00 
32, 500.00 

$52,800.00 
50, 7'70. 00 
33, 473S7 
20,782.80 

l81,391.6o 
Four Lakae lnYeat.ant 

COIIP&lJT 82,000.00 88,000.00 

Borrow1Dg as or 
9-8-32 

AdJuated ticl4 ... • u 
ot 1-15-35 

$1.60,295.58 

$165, 795.58* 

$4Z7 ,21.7 .97 Total, $587, 513. 55 

$3501476.)8** Total $516,271.96 
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* This figure takes into conaiderat:ion a note of Leo T. Crowle;r dat.d 
lioTeaber 21, 1932, due on deand, interest endorsed to .T&DU&ry 25, 1933J aDd 
l'rincipal ~nte on Crode:y ootea ..ountin&: to $500. 

- The $3501475.38 takes into consideration a loan of .Ta•a P. Dean in 
the uount of $2, 500. , aeeu.d b:y Leo T. Crowley; a $500. new advance; aDd 
& $78, 277. 59 reduction through transter ot collatera1 to the Tenne;r Buildin&: 
Claia Account on tbe books of tbe State llenk of Wisconsin, • dison, l!iaeonain; 
and other reductions b:y principal pay88nta ot $1,464. (Explanation 1 tbe 
f·78, 277 .59 represents •chanica' liens acquired b:y Leo T. Crowley against 
the Tenney Building Compeey. Froa whoa acquired, or a110unt pai d for same, 
i s unknown to your Examiner. The statue of the aechanics' liens was not 
det ermined until .Tune 30, 1934, when the Court fixed i t as being a fifth olaia 
subject to prior claiN as follows: 

let Claia 
2Dd Claia 
3rd Claia 

loth Claia 

$550,000. 
12,000. 

150,000. 

301000. (approx.) 

Firat bond issue 
Arc hi teet' 11 fees 
Second .,rtgage bond issue, of 
whicb tbe State Bank of Wis­
consin, Jkdj,son, lfis. bolds 
$100,000. 
Third .:>rtgage held b:y State Bank 
of l!iaconein, lls.dieon, 1'118.) 
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Excerpts froa The BanltiDa Law aDd Other Lan 
Relating to aDd Go....,rning the Organization of 
Banks and Conduct of the BanHng Business, 
revised to March 1 , 1934 and prepared under 
the direction or the Banking Co..tssioner of 
the State of Wisconsin. 

******** 

1?? 
.L--

221.31. LOANS TO BANK OFFICIALS; PENALTY. (1) No bank or autual 
savings bank shall loan .:>re than one thousand dollars in the aggregate 
to aqy director, offi cer or eaploye, except under the following con­
ditione: 

(a) The loan lllUst previously be approved by resolution or the 
board of directors recorded in its ainutes. 

(b) The entire line of loans mde to such director, officer or 
eaploye, including those previously aade, auat be secured to their 
full a-=>unt by indorse.ents or collateral security, the eutfi ciency 
of which shall have been approved by resolution of the board of 
directors recorded in its lllinutes. 

(c) In no even"t shall the ind~rseJDent of aqy director or directors 
be accepted as sufficient security for a loan to another director. 

(2) Every officer, director or eaploye of aD,Y bank or autual 
savings bank who in violation of this section, directly or indirectly, 
borrows or otherwise procures for his use aoney, funds or property of 
such bank or autual savings bank in excess of one thousand dollars 
in aaount or value upon his credit or through use of his credit or 
acco..odstion of another person, fira or corporation or by acceptance 
for discount at said bank or autual savings bank of aD,Y note , bond or 
evidence of debt which he knows or has reason to know is worth less 
than the price at which i t i s accepted as an asset, shall be punished 
by illpr isonaent in the state prison not exceeding ten years. (1931 c . 252) 

221.39 EIIBEZZLEIIENT, 11>11 PUlllSIIED. Enry president, director, 
cashier, officer, teller, clark or asent of 8Il¥ bank or 1111tual savings 
bank who eabessles, abstracts or wilfully aiapplies ~ or the aoney•, 
funds, credits, or property of the bank or 1111tual sevia&a bank, whether 
owned by it or bald in trust, or who, without authority of the directors , 
isSWia or pute forth ~ certificate of deposit, draws ~ order or bill 
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or exchange, Mkes any acceptance, assisne any note, bond, draf't, bll.l 
of exchange, .artgage, judg.ent or decree; or who Mkes any false entry 
in any book, report or state•nt of the bank with intent in either cue tc 
inj ure or defraud the bank or 1111tual savings bank or any person or 
corporntion, or to decei ve aey offi cer of the bank or 111.1tual. saYings 
bank, or aa,y other person, or aa,y agent appointed to eX&IIine the affairs 

123 

of such bank or 111.1tual savings bank; or ao,y person who, with like intent, 
Rids , or abets any offi cer, cl erk or agent in the vi olation of this section, 
upon conviction thereof shall be i~~prisoned in the stat9 prison not tc 
exceed twenty years. 

221.17 IIAUNG FALSE STI!TEJ!ENTS IIADE A FELONY. Azi:i banker, officn, direo­
tcr or e~~ploye of any bank who shall wutull,y and lalowingly subscribe tc or 
aake, or cause tc be &de, any false state•nt or false entry in the books 
ot tJ.ZJ;f bank, or 1111tw:.l savings bank, or shal.l knowingly subscribe tc or 
exhibit false papers, with the intent tc deceive any person or persona 
nutborized tc exud:ne intc the affairs of said bank, or 1111tual. sav:l.ngs bank, 
or shall knowingly eke, state, or publish ao,y false report or etateiDIInt of 
any such bank, or mutual. sav:l.ngs bank, shall be deeaed guilty of a felony , 
and upon convicti on thereof shall be puniahed by a fine or not leas than 
one thousand dollars and not 110re then five thousand dollars, or by il!prhon­
llent in the state penitentiary not lese than one year nor 110re than ten 
years , or by both such fine and t.priaollll8nt in tNI discretion of the court. 

(Note: A banker r.ho repeatedly by colorable traneactions, reduced 
the a-aunt of bll.ls ptcyable shortly before the call of the banking 
co..tssionsr for a statement of the bank ' s eonditim> n s expected, 
end who restored the account of bll.le receivable tc their true 
condition directly after the statelll8nt of the bank's condi tion 
had been ada tc tbe c.-ie&ioner was guilty of •king a f alse 
stete~~ent and punishable under t his section. Rosenberg .... State, 
249 NW.) 
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January 15, 1935. 1 
Tbe Interdepartmental Loan Committee met in the offi ce or t~~ 

s ecretary or the Treasury , et 2:00P .M. Those present were : 

Henry Morgenthau , Jr . Secret ary of the Treasury , 

T. Jeff erson Coolidge , Undereecret~ry of the Treasury, 

.?arran L. Pierson , r.enera l Counsel , l!.'xport-lmport Bank , 

J . ~ .T. O' Connor, Comptroller of the ~urrency, 

P. F. Hill , Deputy Covernor , Farm Credit Administr ation , 

Geor ge N. Peek , R-esident, Export-Import Bank: , 

Jesse Jones , Chairman, Reconstruct ion Finance Corpora tion, 

Lynn P . Talley , President , Commodi ty Credit Corporat ion , 

124 

Harold Russell , Genera l Counsel , Ho~e Owners ' Loan Corporat ion , 

~~rriner s . Eccles , C~vernor , Feder ql Reserve Board , 

Herman Oliphant , General Counsel , Treasury Department, 

Chest e r Davi s , Administrator, Agric•l ltural Adjus tment Admini­

strat ion., 

Stewart McDonald, Deputy Adminiatrator , Federal Housing 

Administ r a t ion , 

John H. !l'ahe y, Chairman, Federal. Home Loan 13ank: Board , 

Leo T. Crowley, Chairman, Federal Deposit Insurance Corpora-

t1on , 

H. R. Hackett, aous ing Divis i on , Public Works f,dministrat ion, 

C. B. Upham , secretory or the Committee . 

~. Russell gave an explanation or t he bill proposed for 

enac tment by the HOLO. ~ith respect to the increased borrowin« 

authorization or the Cor porat ion asked for , Mr. Russell said that 

it might be better to merel y ask for $1.5 billion increased 

aut horizat ion and leave it to the Cor por ation and the Rome Loan 
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Bank Board as to how it should be allocated. 

Mr . ~cclea suggested that the increase include $1 billion tor 
loans to clean up applica tions which the Corporation already has, 
VlOO million for modernization and $400 million tor the combined 
purpose or purchasing debentures ot Home Loan Janka and s t ock ot 
Federal Ssvin~s & Loan Associetiona . 

Mr. Cool1d~e made the point that the authorization for mort-
gage retundin£ operations provides no new money end so is no s train 
on the market but that the Q400 million for the two agencies super­
vised by the Home Loan ~unk Doard are a market factor. 

There was some discussion or the rela t i onshi p between tbe 
reserve built up by a Building & Loan dsaociat 1on and its authority 
t o pa y di vi dends in connection with what Mr. Fahey described as s 
t echnical amend"D.,nt of the :.ct . 

It was final ly agreed tha t insured Building & Loans might be 
permitted to waive for one year the disability against paying 
dividends while their reserve was deficient . 

Mr. Eccles made t he point that it was desirable to encourage 
b~llding up of a reserve. On the other hand, Mr. Crowley suhgest­
ed tha t perhaps the Bu~ldins & J.oaM were being asked to build up 
a reserve at a time when a d ividend mi ght be better for the pro­
tection or t he insurance cor p?ra tion • 

Mr. Moffett suggested amendments to the National Bank Aot 
and lederal Reserve kct whereby National banks and member banks 
would be permitted t o buy stock in National •!ortgace Aeeociat1ons. 
Mr . Eooles, Mr . Coolidge, Mr . Jones and Mr . O' Connor all rejected 

t 'lis proposal . 

The FDIC legi slation was brought up for consideration and upon 
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certa in object ion• by Mr. O' Connor it was decided to refer the bill 
to a bankine sub-co~ittee. 

Mr . Moreenthsu suggested that Congress be asked for no more 
t~an ~~00 mil l ion for HOLC. He wos o f the opinion that they w~uld 
lncreose t he amount ot their own voli tion. tre sup.~ested that 
appl i ca tions should ha ve been s hut orr earl ier. Mr. Fabev s a id 
tha t had th3t been done the s ttuat ton would be worse ~ow -- that 
t he quicker they can clean up distres s and stop l~an inr , the 
better. Mr. Morgenthau recalled that a year s~o HOLC had indic~­
t ed tha t lf th ey got their addi tional $1 billion then , one half 
bill ion now would be s urrtcient . 

Mr . Jones was of t he opinion that the HOLC is nsk i ng for $400 
mil l i on whi ch it does n ' t need , but Mr . Fahey was or contrary 
~pin ion . 

Mr. Mor eenthau sa i d t hat he had understood a year ago that 
t~e :~.h would r elieve t he nOLC of t he mortr age burden . Mr. Eccles 
sai d the y could i f t he t eder a l Rousine ~ct were amended . It wee 
agr eed t hat t here would be another meeting or the Housine s ub­
co~ittee t o consider what ?HA can do to t ake over the l oad now 
being ca rried by the HOLC. 

Mr . Mor genthau sa i d that be couldn ' t see any hope or ~ 
takinG up the load and Mr . McDonald sa td under their present set up 
they could not. Mr. Fahey pointed out tha t the ~ cen~ot t ake 
distreused mortgagee. Mr. Morgenthau asked why good mort RaAes 
should be insured. Mr. Morgenthau s a id be wlUl d ltke to see o 
sol ution of where the HOLC should sto~ and ~ begin . 
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l aDUary 15 , 1g35. 

~ollowing the meeting or the Interdepartmen' a1 Loan 

Committee, a sub- committee on banki ng l ee t s lation met in the orrtca 

o r t he Undersecretary or the Treasury . Those present were: 

T. Jeffe~son Coolidp,e, Undersecretary or t he Treasu ry, 

Leo T. Crowley, ~hsir.nan , Federal Depos it Insurance Corpora tion, 

Jesse J ones , Chairman , Reconstruction Finance Corpor a t ion, 

J. F. T. O' Connor , Comptroller or the Currency , 

Marri ner 5 . Eccles , Covernor , Feder a l Rese rve Board , 

Lynn P. Talley , Pr esident, Commodity Credi t Corporation, 

C. B. Upham , Secre t a r y o r the Committee. 

The outline or sa lient po i nt s or the / DIC bill da t ed December 

17 , 1934 was consider ed . Poi n t 1 was agreed to - Mr. Cool i dee 

expressinG a pre fe rence fo r the omission or mutua l savices banks 

but not insis ting. The second and third po ints were s pr ead to. 

\Vi th respe ct to 4 (a) it was agreed that the FDIC s houl d have 

the r i ght to examine i nsured banks only with the permiss i on or the 

Comptrol ler or t he ~urrency . 

31th respect t o 4 (b) it was agr eed tha t the r i cht or the 

l•'DI~.; to require reports would be limited t o non- member St a t e banks . 

I n connection with t~io point , v~. Crowley bad sa id that it had 

been made t o apply t o all ba nks in order t o avoid the crittoisa 

of the states that the re was an attempt t o r egulate sta t e banks 

only. 

~r. O'Connor had objected to the duplication or requiring 

banks to report to him and to t~e Cor poration . 

With respect t o 4 (o) dealing with the r i ght of the Cor poration 

t o terminate insurance benefit s , it was agreed thet tHB shOQld apply 
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t o bon-member State banks only. 

~ith r eepect to 4 (d) dealing with the right or the Corporation 

to control new admissions , it wee aereed to leave for decision or 

the J ecretary or the Treasury whether the right should apply to 

non-member ntate banks only or member St ate ba nks anrl National banks. 

With r espect to 4 (e) relating to approval of the Corporation 

before merger or consolidation, or reduction or capital, it was 

sPread tha t it should apply only to the merger of a non-insurAd 

bank with one that is insured. 

Point number 5 wa s a~reed to with the suggestion that one 

years • wi thdrawa l not ice would be suff icient. 

Point number 6 was a ereed to. Poi nt number 7 was arreed to. 

Poi nt number 8 was agreed to . Point number 9 was a~reed to. 

P·.> int number 10 (a) wa s aereed to . 

71 th respect to point 10 (b) hav1nc to do with the liquida ti on 

or closed banks by either the Comptroller or the Corporation , it 

,vas agreed th"t decision 3hould be left for the Secretar y of the 

Treasury. 

Mr. o •connor read a memorandum which he had prepared comment-

inr on t he provisions or the i•'DIC bill. Most or his points had 

either been taken care or by the dra fters , Mr. Crowley said , or 

co.Jld he agreed upon without d iffi cul ty. 

The committee adj?urned leav i ne it up to Mr. Coolidge to ~et 

a decision from Mr . Morgenthau on (l) the control of new admis­

sions to the Deposi t Insurance system , (2) control the t ermination 

or Insurance benefits , and (3) handle liquidation or closed bonka. 
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The sub- committee oo benki ng legislat i on met again the ~ 

followlne morninc in the office or t he Undersecret~ry or the 

Tree su t'Y. 

The decision of the Secretary of the Treasur y t hat the FDIC, 

when appoint ed as receiver for closed National banks , should report 

t o the Compt roller , was accepted . 

The deci sion or the Secretary or the Treasury in connection 

with t ermina ting the insurance benefits or nat ional banks or 

the ~DIC would work thr >ueh t he ~omptroller was accepted. 

Upon the sugres ti?n of Mr . t.walt and agreement by Mr. Morp:ent hau 

it was decided t hat in chartertnc Na t ional banks ~nd so automa-

t 1cally i nsurtnc them , the .:;om~·troller "ould secure reool!lllendat ion 

r r om the "'DIC • 
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The sub-committee on Housin> met i n the Federal Reser~e Bos~ 

Joom at 2:00 P.~. Those present were: 

T . Jefferson ~oolidee , Undersecretary of the Tr ensury , 

Marriner S . Zccles , Governor , l!'ederal neserve Board , 

eohn H. ?ahey , ~hairman, l ederal Home Lo~n Bank Joard , 

H. B. Hsckett, Housing ) ivision , Public lorks .. dmtnistr"t tion, 

: .a. ~pham, Secretar y of the vo~ittee. 

~~r . :oolidge surrested that national liortca~e ,;.ssociettons 

wll l be unable to get ohEt!lp enough m;>ney by selli ll'' their deben­

t ,lres t o compete on a sound basis with s1winr s bankc. He is 

inclined to abandon !let tonal ~.ortee~e .• ssoc ietions, h•J t obJects to 

:-<a t \)nsl banks buytnc s tock in tlat tonal r~ortgage •. ssochttons when 

ochers ere not doing so . If they do buy, he said , it will be for 

t hfl pur pose or putttlip in mortgages thllt they don 't like or mor t­

fU(!eS or their friends or t o sell bonds at a prof it . 

Mr. Eccles sureest ed that the Federal Reserve ~ct and the 

Sut1onal Bank ~ct be amended to make mort gages insured under the 

~ eligible collatera l for borrowine from Federal Reserve banks . 

He SU£gested second th!lt the FHA. reeu1attona be amended to permtt 

mortgn£ees to sell mortgares to individual investors , trust funds , 

etc . without &oing to National Mortgage hSSooiations . Let an 

1usured and accepted mortga~ee make and servioe snd !'ell n:ort eaees . 

l!e SU~'&-ested third, that the r'HA adopt a uniform maximum 5~ rate 

and a eraduoted scale or insurance premiums. He suggested fourth, 

tha t the ~Hk eliminate populat ion and copttalizat ion limits on 

mortsaees and that they make all members or the r'DIC elic tble 

' mortssseea. 

Wr. worrett said that he t hought that there had been no slackness 
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tn the Pal and that the fundamental point made by ~~. Eccles ia 

no t velid . The slowness in gett i ng t he ~ t o work has been due 

to o~nfusion as to a Government subsidy ~d 3~ ~oney, and to the 

tn~h1l tty or St ate institut ions to lend on en 80~ basis and t o 

tho difficult ies in getting National Mortgage ~sociations organized . 

Mr . Eccles added two points to his statement or chanres 

to be made. Number 5J s1mplify the r egulations or the ?HA to 

per mi t appr oved mortgaeees to pass on t he credit of mortgagors; 

to permit reliance of mortgagee as to appr a i sal ; and t o permit 

semi-annual or quarterly amortization payments a s well as monthly . 

trumber 6 , ~'tr . Eccles sue&ested t hat Title III or the FHt.. be 

:;uspcnded tor study . 

Mr. Moffett was against t oo much r a te cutting and s n id th~t 

perhaps , ut t tne the r ate up would a ttract private capi t al. Mr. 

~coles r eplied tha t debtors can ' t suppor t bie ber r e te. 

Mr . ~shey said that Mr. Rierrler wants a recommendat i on on . 

the real property inventory and survey or urban hous1ne conducted 

by t he Department of Commerce. He said th~t the i r money bas all 

been spent and they need about ·}10 ,000. The inquiry wns llhether 

the FHA , the so~c and the P.~ . A . would contribute ~500 each to 

complete the s t udy. 
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In connection with the follor.int ite:us re.ferred to in 

"I• Suume.ry c.nd /n!.ly.,is of !Jemorundun duted JLnuury 15, 1955 

Re: Crowley Lowu1•, the facts ~1.1ggest c possibility of violations 

of the pencl. provir.lons of :-:isconsin stotutes relating to 5tote 

bcnks on which the stotute of limit.Ltiono cpp&rently h&s not r~m. 

(See Cb~pter ??.l . t7 (false entries) , 22l , Sl(loans to bnnk offici~ls), 

221. 59 (embozzlouaont . ) 

III - Florence Crowlev I ndeht.eclness . secured by JortgnRe 

on F.dger:ood Avt>nuo orooorty located in :JOOl.son, ~isconsin. 

On Febr~3 21, 1951 , Uiss Floronc:o Cro=le" received a 

loon of CSO, OOO fro!ll the State Bru!k of riisconsin, :;.nO on tho s&o~e 

dt.y :1r. Cro11lay ' o commerci:..l acco~mt in the b&nk ttes credited 

with 1'60, 000. 

IV - A. Los.ns of Four Lnkes Invostalent Company, 

On .Tune 26, 1950 I:.Dd .Twe so, 19:50, loons ..-ere Dl:de to 

thiS COi:l:;>WlY in the Cli101mt Of t :> , OOO 000 rs0,000, respectively, 

which l7ere credited to t he account of "Leo T. Cronley et the State 

l.luok of 1'1iscou11in. On December 51 , 19&1, a further lot.n t~llll llUldo 

in the l:lllOtrot of 1'100, 000, the procceda of .:hicb apparently wont to 

reduce the loan o.f the Genar&l Pt..per a..nd Supply und Cror l oy 1\'holc­

snl.e Grocery Coap::.ey ct the sa:Je be.nk, 

The 1 ,000 sberes of preferred stock posted ss coUateral 

egeinst these loo.nD np91U"ently m1s firot depooited c.t the State 
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Bhnk of \li sconsin on Sopteober 10, 19ll0. Facts luive been .nentlonod 

in t he examiner ' o report which C!lll into question the la(ll'.li ty of 

this stock. 

IV - B. l'iilli1:.2 P. Crowley loc.n. secured by !liOrtQMe on 

' le.dison Brick r'llrohouso. 

On Docc~bcr 51 1951, a loun of r1s,ooo on a cortga&o wno 

made to r:illiwn P. Crowl ey a t t!1c State Bnnk of l'lisconsin, unci on 

t.be same date :o~r . Loo T . Crot~loy1 s chocking eccom t o.t t.bo bonk T/UB 

credited with r7&,ooo. 

V - F!n;noir l. stt.te:>c:ltS of Cror 1gy coJtronies furninhed 

Stnte end !le.tionw bonk::;, 

A, Genern1 'pc.pcr aru:l S!!jl •ly nnd Cro'Nle;y r:nolosc.le Crocorx 

Comoan,y. 

The stati.loent of Dece.aber 1501 1950 , shO'fis noteu p~>yab1e 

of ~129 ,500 . On tbl.t dc.te , it is knoro t.bc.t t he co~ ll'llO olligated 

to six banks ill c to tel aoomt of ! :>::6 1500 . 

B. CoodcU-Cro\Tlev OU Co·oocrtY. 

The stc.te oont of thia colliJ~' of llovaab~r :501 19:>0 , uppnrently 

furnished first to State Bank of \7isconn1n, obows noteo paynble in 

the w:101.11t of !'59 , 000, r.hereas recorda of bonk 8Jld its brnnch shows 

indebtedness of this co::tp&DY 1n c.'lDmt of ts&,soo. 

VII - Lt'O T. Crowlev overclro.fts nt Stnte Jll;.nk of r:isconsin, 

r.tadioon. iiisconnin. 

In 1951 overdrafts o! Mr. Loo T. Crowley' s deposit acco unt 

at the state Bank of \'lisconsin rc.n as hitlb na C52, 805, and in J anucry , 

1952, tb.ey ran eo b.1&h ns tz, 505. 
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For particulars of provisions of Uisconsin statutes 

above r eferred to see excerpts attached to "I• SUII!lllU'y und Analysis 

of .Je.,orc.ndun dated Jnn\IU'y 15, 1955 Re1 Cror.1ey Loansft . For 

excerpts of State statutes relating to tho runnint; of statute of 

l~tetions on crLaln~ offenses ~s well as ci vil suits , see 

nttached. 
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January 16, 1935. 

Mf.MORAH DUM 

To Secr etary Morgenthau 

From J. E. Crane 

Referring to our telephone conversation this afternoon, 

this will confirm that Mr . Cariguel of the Bank of France advised 

me by telephone this afternoon that Lazard Freres (Paris) had been 

unable to finance $4, 000,000 of a consignment of gold aggregating 

about $8 , 000 , 000 which they had arranged this morning to purchase 

from the Bank of France, value January 18, 1935. Kr. Cariguel said 

t hat at his suggestion Lazard Freres (Paris) had sold today in 

Paris about ts,ooo,ooo in anticipation of shipping a corresponding 

amount of gold to New York and that their operati ons had been a most 

important influence in s t eadying the dollar -franc rat e. Since they 

had been operating at his suggestion, Mr. Cariguel felt morally 

obligated to see that they obtained the $4, 000, 000 which they had 

been unable to finance themselves. Mr. Cariguel said that the Bank 

of Fr ance would like to buy from us $4, 000, 000 at 6 . 571943, value 

January 18, 1935, 6n which day t hey would earmark an equivalent 

amount of gold for us in Paris, it being underst ood that the expense 

of shipping the gold to New York would be for our account. 

Mr. Cariguel said it would be greatly appreciated if we would accom­

modate the Bank of Fr ance i n supplying these dol lars . 

Following your advice to me by telephone that you would 

sell $4, 0001 000 to t he Bank of France at the above-menti oned ra t e, 

value January 18, 1935, buying f rom the Bank of Fr ance an equivalent 

amount of gold to be earmarked in Paris, I t elephoned t o Mr . Cariguel 

and advised him accordingly. Be asked me to tell you how grateful he 

was tor your having acoom.odated hi• i n this •anner. 

• 
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J . E. Crane 
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January 161 1935. 

This will confirm my telephone cal! this morning regard­

ing t he i nformation which I received by telephone today from 

ldr . Cariguel of t he Bank of France . He told me that the ex­

change market s abroad were greatly disturbed owing to the sudden 

rise of the dollar and that he had this morning induced Lazard 

Freres (Paris) t o sell dollars against f r ancs for the purpose of 

shipping gold . He added t hat Lazard had already sold today abaDt 

$8, 000,000 and tha t they were the only important factor in the 

market . He said that Lazard Freres would soon reach their limit 

and tha t if t he Ne" York banks continued to refuse to ship gold 

from Paris t o New York and if our s t abilization fund did not 

intervene vigorously, he was fearrul that t here would be a panic. 

I t old Mr. Cariguel that I would pass along the informa­

tion to you and I also advised him that we had bought about 28, 000,000 

francs yesterday aft ernoon. He said that he would convert the francs 

which were purchased into gold immediately upon their delivery to the 

Bank of France and that he would require no notice from us such as is 

asked of the Paris market when they take gold from the Bank of France. 

I also informed Mr . Cariguel of our orders in the London 

market for the pur chase of gold. 
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137 
I s that what you got 8.~7! 

Yes. Now I gave you 8.57. Now our thought is to 
buy a littl e gold in London. 

Bu7 gold in London? 

Yes. 

Well now can I lust talk to you tor two minutes? 

You can have two and one half. 

I've been thinking about this thing overnight and 
I've come very strongly to the conclusion that we 
ought to keep the dollar w1 thin the gold point. 
I think that yesterday was a very good example of 
what happens when the dollar goes up too high above 
the gold point - they had very weak commodities -
the securities all declined - the whole market was 
upset and I think for a thing like that to happen -
seems to me to hurt things all around and my thought 
i s that last September we took action to suppor t the 
dollar to keep it from going down • I think that we 
have just as much - we ought to have just as IIIUCh 
responsibility to keep it now from going too high 
and my very strong recommendation to you i s that we 
ought to put the Franc rate to 6.59 and hold it there, 
see? 

Well now let me talk to you see just like a Dutch 
uncle. 

Yes . 

The conversation which you bad with the banker s 
yesterday which was on the front page of last night ' s 
New York Sun. Nbw you emphasized to the bank that 
we coul~~ · t give them a commitment in advance - is 
what scared those fellows . Now they've never raised 
the poi nt before - no they never r aised the point 
before since January 31 but we 

n't 
I have/talked to the papers . 

No, no, no, no but I mean the dealers i n forei&ft 
excha.nge. 

Oh, 

I mean 1 t 1 s not in the New York Sun to 
No one ever raised the point before since January 31 
when we buy gold a week or a month from South Africa, 
from Bombay- i t's come here and no one baa ever raised that point before. 

I see. 
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But I mean ----

I think they've r a i sed i t now on account of the 
Supreme Court. 

But my dear Crane I'm talking excitedly but 
not in an unfriendly matter to get this stra.ightened . 

I understand. 
mat 

I mean I 1m excited but not unfriendly. Bow/the hell 
has the Supreme Court got to do with the price of 
gold? 

Well I agree w1 th you - I don 1 t think i t has anything 
but the ban]§ her e don't f eel that way. 

I don ' t care l!hll the Supreme Court says. The Supreme 
Court can' t tell the Uni ted States Treasury What 

they can pay for the price of gold. 

I agree - regar dless of al l of that I feel very 
strongly that no matter what attitude the New York 
banks - no matter what attitude anybody in the country 
takes, I feel t hat i t ' s our job and our dutf t o keep 
the dollar within the gold point - now that a my point 
of view. 

When you mean our job and our duty you mean the duty 
of t he United States Treasury. 

Right. 

B. Y. Jr: And this demonstrates to • e that when the United 
Stat es Government i s in difficulty the international 
speculator sells it' s government short in order to 
make a penny and when there's a little doubt and they 
Just don't know - they're scared and they're yellow. 
If I had my way I'd take th• full question of dealing 
with international speculators and put it right in 

1 the hands of the Uni t ed States Treasury. They have~ t 

!<tt tUf guts, they haven't got any backbone and they haven' 
got any flag that they follow. 

C: That's all true. I'm not upholdi.ng the New York 
banks. I think they're taking a foolish and narrow 
attitude on thi s thing. I don't think there is any 
risk of the Treasury lowtring the gold price. ., 
01111 feeling ---
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lfy dear Crane there's no relationship between 
the price or gold and the Supreme Court decis i on 
and the whole trouble was yesterday's story 1n the New York Times when they quoted departmental experts and that they thought the thing to do was to lower the price of gold, Now I refer you to the f irst 
column or page 2 i n the New York Times 1n which it said that the e.xperts whose l'iews were rel'lected 1n the dispatch to the New York Times are 1n another department, see? Now you bring that to the attenti on 
or some of those fellows down there. 

Well now don't you agree with me, Jlr. Secretary? 

I do - I do. 

When commodities drop - securities drop and the whole 
market ---

lfy dear Crane -

Wel l all I ' m recommending i s I'd l ike to see you go into action to-day and keep i t within the gold price the same as any other d.ay. 

I'm not going to do that and let these New York 
bankers sit there and make a turn on it. 

But it won't let them make a turn on i t i f you do i t . 
Al.r ight l et's start 1n by doing i t f11¥ way. 

Alright . 

And rq way is this - I'm gil'ing you orders nOll' to start to buy $2, 000, 000 worth or gold 1n London . 
Yes. 

See? And let 's go 1n and buy $2,000,000 wor th or gold 1n London. 

Up to what? 

Up to t3!5.60. 

t35.60. 

WOlf you see on the opening or the rued rate there 
this 110rning gold is 141.,6 - workllll out tat - t38.45 
which 1s Jalch lower than the Puis rate but Sterling 
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is 4.86 at the fixed rate and has now gone up I 
understand to about 4.88 so I think we' ll have to 
give a little leeway on it. 

Now you want us to l:Juy $2, 000,000 worth or gold in 
London at not over $35.60. . 

That 's right on the dollar basis - we guarantee t o 
buy the gold in London on the same basis as we are 
buying s11ver now_ on the 6ollar basis. 

Yes I see. Now i s the Secretary still on? 

Yes I•m still on. 

Well now Kr. Secretary wil l you give some further 
thought to what I said. 

Yes ~ haven' t thought about anything else. 

I think we ought to go i nto the bank IIIB.rltet end 
hold the rate at 6.59. 

Well I haven't thought of anything else but your New 
York bankers just turn my stomach. 

I don ' t th.ink you ought to think a bout the New York 
bankers~.p._not thinking anything about them at all . 
I•m Jus!~!rthe standpoint of the Trea sury end the 
count ry as a whole and I think it's our job. 

Well I've t aken the responsibility and I'm taking 
the leadership. 

I don ' t care what the New York banks say. I think 
we ought to disregard them enti rely. 

Well now let 1 s start i n w1 th the London gold thing 
and let's 1ee by 1f buying gold in London we can't 
equalize this thing and bring it up to the gold point. 

Yes. 

And I'll follow this thing very closely JII1Selt. 

Alright. 

And as I said 1111 emphasis is interest enough --
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Yes well I know you want me to tell you how I feel. 
I feel very strongly on this thing. 

Vlell I always want you to tell me what you feel 
and then-

I know you told me that once. 

That's your job and put 1n that order and let 's 
see what happens. 

We'll get after it right away. 

OK. 

ox 

January 16, 1935. 
Wednesday - A.M. 
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Jones: 

H.M. Jr : 
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H. II.Jr : 
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H. M. Jr: 

I went by Jack' s room and didn ' t get home until 
3 o'clock. 

What? 

I went by Garner ' s room and didn't get home unti l 
3 o ' clock, so you can imagine bow I feel . I was 
talking to the President on the phone last night 
about the advisabi lity of possibly suggesting 
initial bond power and he suggested that if you 
and I and Bell would get there ten minutes to two 
-------------------------------------------------for the meeting . Does that suit you? 

O.K. 

Fine I'll be t her e then at ten minutes to two. 

I ' ll leave my check book home though . 

You' ll leave your check book home? 

Yes . 

Fine . Alr i ght. 

Thank you. 

January 17, 1935. 
Thursday. 
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January 17 , 1935. 

1 4 " - b 

1. In the event of an adverse decision by the 

Supreme Court in the gold cas es , i t will be of t he u t most 

importance t hat the Treasury be prepared to announce , without 

more than a few minutes • delay, its program for dealing with 

the situation . Ot herwise t here will be danger of severe panic, 

and of serious setback to r ecovery. 

2 . The program 1rlll necessari ly have to be adaptable 

to whatever terms t he Court ' s decision may take . It is i mpossible , 

t herefore, to plan in advance with any precisi on, but t he 

Treasury can chart out even now t he g eneral course it would 

follow, subject to final revision in the l i ght of the act ual 

decision . It seems reasonable to presume, - and it i s of major 

importance - that the Court even in the event. of an adverse 

decision would do nothing to question t he gover nment's power 

to impose embargoes and ot her r estrictions on i mports and exports 

and internal payments of gold. 

3 . From the s tandpoint of recovery, and of the 

g eneral welfare , i t is abs ol utely fundamental that the measures 

to be taken should not be deflationary in their effects . The 

decisi on might make i t necessary to change monetary technique 

in s ome respects , - and such changes could be kept rel a tiv ely 

unimportant . But the es sentials of monetar y policy must be 

preserved, and renewed attention g i ven t o other measures in the 

field of Federal Reserve and general economic poli cy to 
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promote increased business activity and higher prices . To 

avoid deflationary pressure , the measures to be taken should 

carefully be protected from being i nterpreted as a return to 

the old gold basis at this time. 

4 . From the legal standpoint , it seems probable 

that in case of an adverse decision the chief point will be to 

el indnate for practical purposes any distinction between the 

dollar currently in use and t he so-called gold dollar which, 

under the decision , might have to be paid to satisfy the gold 

clause . I n legal l anguage, t he object would be to make it 

im~ossible for claimants or bondholders t o prove any real damage , 

and to deprive them of any measure of damnges . The chief t rouble 

\'rith t he present dol l ar - with a golc'l content equivalent to 

59. 06 cents of the old dollar, is that it g ives a ready-made 

measure of damages . The same is true , substantially, of any 

fixed readiness to buy gold at a fixed price of $35 an ounce. 

I take it to be unthinkable that anyone in this country would 

be allowed to get $1 . 69 for each dollar, by means of a gold 

clause bond. 

5 . From both the legal and the economic standpoints, 

I believe that the situation could be met by the following 

measures , the object of whi ch is to give full f r eedom of action 

to the g overnment while at the same time making the gold content 

of the dollar utterly immaterial for present practical purposes: 
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First, immediate repeal of the action fixing the 

gold content of t he dollar at the 59. 06 rate and of t hose 

provisions of the Gol d Reserve Act of 1934 which fixed the 

limits of the dollar ' s gold content . Strictly spenkJ ng, this 

would probably have the effect of reinstating the old gold 

content of the dollar, but this would be deprived of any current 

practical importance by the remaining steps to be taken. 

Second, impose embargoes not only on exports but 

also on imports of gold {subjeot only, of course, t o license 

by the Secretary of the Treasury) 

Third, allow exports of nelYly-m1ned gold to move 

f reely - so that the mining industry may get advantage of the 

world price of gold, whatever it may be. This \70uld have t he 

additional advantage of per hape encouraging some gold exports 

(of newly- mined gold) from this country. 

Fourt h , continue {and if necessary impose additional) 

t•estrictions on gol d payments within the country. If necessary, 

make gold practically contraband, so that even 1n the unli kely 

event that the Supreme Court granted speci f ic per formance 1n 

gold of a gol d clause obligation, the gold paid out could be 

~imultaneously seized and returned to the Treasury. 

Fifth, give t o t he Secretary of the Treasury {if 

existi~ legislation is not sufficient for the purpose) power 

to buy and sell gold freely {primarily t or export or import ) 
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a t ouch price as he may determine rrom time to time . This would 

be substantially the English situation, and such powers would be 

necessary to deal with the exchanges. A statutory fixed prioe 

(or even administrative fixed price) would presumably have to 

be avoided, for the reasons already given. 

Sixth, give to the Secretary of the Treasury (unless 

already sufficiently covered by existing legislation) power to 

buy and sell foreign exchtlnge . This might require a new 

appropriation for the Stabilization or Equalization Fund, if 

the repeal of the 59. 06 dollar had the effect of eliminating the 

existing fund (as it apparently would) . 

I t is impossible , of course , to forecast everything 

that may have to be done, but the foregoing general measures 

would seem to give the Treasury the necessary rreedom and powers 

to meet the situation as it develops . The Treasury's own lawyers 

\1ill !mow best, of course, what the legal situation requires . 

6. It is implicit in the problem, I believe, that 

the Treasury may have to think in terms of purchases and sales 

of foreign exchange rather than of gold itselr in order to meet 

the requirements of the situation. Purchases of gold and the 

emphasis on the gold price have their disadvantages anyway, as 

they tend to suck gold out of the rest of the world (as wo have 

seen during the past year ) , and thus to deflate world prices, 

with conse quent deflationary effects on our own prices. 
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Purchases o£ exchange would be subj ect to some disadvantages 

- e . g . possible risk o£ loss through depreciation, but this 

risk could be minimized by joint account t r ansactions and to 

some extent by the government 1 s own monetary policy. Even it 

the Supreme Court ' s decision should be favorable, consideration 

will have t o be given, it would seem, t o exchange purchases and 

sales as distinguished from gold alone . There are man1£est 

l imitations , already apparent £rom the experience o£ the past year, 

in reliance on gold purchases to deal with the exchanges, as the 

underlying effect is deflationary on world prices which is just 

the reverse of what our monetary policy seeks to accomplish. 

7. Higher commodity prices internally and increasing 

business activity would remain the principal objectives of 

g overnment monetary and economic policy, and should be fully 

stressed in connection With any measures to be taken . These 

objectives , in proportion as they can be attained, would act 

as an important corrective on the exchanges , and I beli eve that 

they could be attained i n substantial measure through Federal 

Reserve and Treasury policy and by facilitati ng the early opening 

of the capital markets . At best, however, i t takes ti.me f or 

those things to operate, and the Treasury would want to be in a 

position to deal with the immediate and perhaps temporary situ­

ation that woul d arise in the foreign exchanges in consequence 

of an adverse Court decision, by intervening freely and With 

assurance in the foreign exchanges themoelves , instead of 
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concentrati ng on the price of gold. 

a. The foregoing outline has been jotted down far 

consi der ation, - not as a definite program but as a chart for 

discussion. Manifestly, it would need t o be filled out wherever 

there are gaps i n the practical steps t o be taken, and checked 

and cross-checked in t he l ight of existing legislation and 

general objectives or policy. 
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January 17th 

H. K. Jr . blew up at Hull to-day because Feis 
asked Hull to call up H. M. Jr. and use his influence to 
get Crane to come to Washington on some matters relating 
to foreign excha.nge with Brazil. George Harrison not 
being on the Job, H. M. Jr. felt it ~as important for 
Crane to be in New York and, therefore, refused . H. K. Jr. 
was quite annoyed with Hull aDd Feis. He later telephoned 
Hull and told him he was sorry for blowing up. 

I do not remember the date, but I was present 
when H. K. Jr . telephoned the President and told him~h~t 
inasmuch as there was so much criticism about~ 
wanted the President to know that he had done a swell Job 
co-operating with Bell and Peoples on the construction 
program and the budget. 

H. K. Jr . also told Ickes how pleas~~s. 
Gossip later came back that Ickes had told iaJk&W t 
H. bl . Jr. had told the President that it was Flemming who 
did such a good Job and not he. 

.... ~ ' ) 
J; 
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Federal Reaene !lanka. - 1. Combine offices or Chairman ot the Board 
of DireotOra and Governor at the twelve Federal Reserve banks, appointment. 
to be lll&de annually by the direotora of the banka, ai"ter n<Di.n&tion to and 
approftl by the Federal Reserve Board. ProTide for Vice-Governor and Deputy 
ChAirman to be aeleoted in the aeme manner. 

2. No membera of the Board of a Federal Reserve bank, except Governor 
and Viae- Governor, shall hold office for more thAn six oonaeoutive yeara. 

Federal Reserve Board. - ~ . ChAnge qualifications tor future appointive 
members of the Federal Reserve Board by providing that they ahall be peraona 
well quali.fied by education or experience or both to participate in the 
formulation of national economic and monetary policies, and that the general 
policy should be that at least two of them ahall hAve had experience u 
executive oftioera of Federal Reserve banta. Present geographical limitation 
ahall not apply to selection of futuro Governors. Tho Governor's membership 
on tho !Joard shAll oxpiro whon he ia no longer designated aa Governor by 
tho President. 

4. Inoreaae the salaries of futuro ap~ointivo ~ra to $20, 000 por 
annlllll, with compulsory retirement &t 70 on $12, 000 pension. !'reaont members 
to bo oligiblo for reti rement at 70. Provide for proportionate ponaiona tor 
service or leas thAn twelve years . 

5. Tho Doard shall be omp~rod to delo~ato apeeifio powers Bnd duties 
not involving tho determination of nationt.l or System policies to individut.l 
~embers of the Board &n~or ita representatives. 

Credit Control.-6. Change Section 12A of t he Fodoral Reserve Act so 
aa to proVide fOr-in open-market committee to consist of the Governor and two 
mombero of tho Board elected annually by the Board, and two governors of 
Federal Reaorve banks elected annually by the governors of the Federal Re­
serve banks. This cOlllldttee shall lllt.ke reoolliD8ndationa about diaoount r&te 
polioiea and fOI'IIIUlate the System'• open .....,.ket policies which, when t.pproved 
by t ho Federal Reaene Board, shall be bind.ing on the Federal Reserve banlca . 

Bl~il~ and Collateral Re~irementa.- 7. Aqy sound asset of a 
member a 1 be eligible tOr <Iecount at a Reserve bank, subject t o 
re&Ulationa of the Federal Reaervo Board, and the Board shall alao have 
authority to proscribe limitations on maturity of advances to member banks. 

e. Collateral require1oenta for Federal Reserve notes shall be repee.lod, 
and the office of Federal Reservo Agent shall be t.boliahed. 

Reaene Requirements of Meaber Bt.nk8. - 9. In order to prevont injurious 
credit expansion or contraction, the Federal Reserve Board lila¥ change reaerve 
requirements aa to any or all Federal Reserve diatriots ~or &D¥ or all 
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olaaaea ot oitiea, and as to time o:nd/or demand deposita . 

Suapanaion of Capital Requirements for Uemberehip. - 10. At aey time prior 
to July 1, 1937, tho Fe deral Reserve Board~ admit aey insured nonmember bank 
to momberahip in the rederal Reserve System1 and ~ waive the legal capital 
requirements for admission: Provided, That auoh bank shall oomply with all of 
the recular requirements or !D8111bers within suoh time aa the Federal Reserve 
Board shall proscribe. 

Real Estate Loans . - 11. Amend Section 24 ot the Federal Reserve Aot so 
o.s to ol1ntinate t ho restriction regarding tho 11mitati on of real estate loans 
as to maturity and as to percentat;e of the 't'&lue or the property. 

Br anoh Banking. - 12. Penllit national banks t o establish branches within 
Federa l Re serve branoh territor i es, but pr ov1do that no branoh shal l be opened 
in a ooumunity of' 50, 000 people or leas , except by taldng over an exis ting bank , 
or with tho consent of erlstin& banks , 

!Jhoellaneous Provisions of a Toohnioal llature. - 13. These provisi ons are 
largely non-controversial and are ohlefly for the pur?ose of improving tho op­
erati n!: effi cionoy of the Syste'l\ and rer~oving ineq•talities and ambiguit ies from 
existing law, 
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E C ORRESPONDENCE 

CONFIDENTIAL FILES 

J. E. Crane 

FEDERAL RESCRV£ BANK 
OF'" N E W YO RK 

DATEJ anuary 17, 1936. 

SUBJECT:~TELEP.HONE CO~VERSATION WITH 

MR. CARIGOEL OF THE BANK OF FRANCE . 

Mr . Cariguel of the Bank of France telephoned a t 1 :15 p. m. 

t oday after t he closi ng of the Paris exchange market to advise us that 

he had sold a total of $3,644, 000 at an average rate of about 6 . 57. 

added that up until about 3 p. m. Paris time he had sold less t han 

$2, 000, 000 but that between 3 and 6 p. m. he had sold about $21 000, 000. 

I asked Wr . Cariguel whether any of t he large banks, who normally ship 

gold from Paris , were doing anything today in the exchange market and 

making preparations t o ship gold again to New York. He said that they 

wer e not and that he did not think we could expect any support from the 

big banks tomorr9w. That being true, he said, the franc market would 

probably be without support tomorrow unless we gave him another order 

to sell dollars as we had done today. I told Kr. Cariguel t hat I 

would send him a cable later today to let hi m know whether we wanted 

anything in the exchange market tomorrow morning. 

I advised Mr. Cariguel that f or the moment we did not want 

ship any of the gold which we acquired as a result of our ex­

operations, that is to say, no gold other t han the $4,000,000 

which is coming on the SS. President Harding. 

:KKC 
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FEDERAL RE.SE AVEt BANK 

OF N EW YORK 

156 

DAn January 17, 19l55. r- C E CORRESPO NDENCE 

CONFI DENTIAL FI LES 

J. E. Cran_e _ _ 
SuoJECT:_JELEPHOJlE CONVERSATION WITH 

MR. CARIGUEL OF THE BANK OF FRANCE. 

Mr . Cariguel of the Bank of France telephoned at noon today 

to report that he had sold for our account approximately $2, 674 1 000 

at an average rate in the neighborhood of 6 . 57 . Be said that the 

dollar rate in the mar ket now was 15. 20 (6 . 5789) and that New York 

appeared to be seller of both st erling and dollar s . Ur . Cariguel 

said t hat he had arranged to ship to us $4, 000, 000 gold on the SS. 

President Harding sailing from Havre on January 24 . He inquired whether 

we wanted him to ship immediately the gold to be acquired by us as a 

result of our purchases of francs and his sales of dollars for our ac­

count . I told him I would let hi m know l ater about t hat and in response 

to his question authorized him to continue sales of dollars for us up t o 

6 o'clock Paris time . 

I telephoned the foregoing t o Secretary Uorgent hau who auth­

orized me to advise Mr . Car iguel that for the present we would not shi p 

to New York t he gold acquired as the result of our exchange operati ons . 

JEC:IGIC 
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• • ¥~!(,.FOR SECREI' ARY MORGENTBAU 

FEDC:RAL RESERVE BANI( 

"~•=-•r c CORRESPONDENCE 

FILES 

J. E. Cran"'--- -

Otr' NEW YORK 

DATE- January 17, l9.35 . 

SUBJECTlJELEPBONE CONVERSATION WITH 

MR. CARIGOEL OF THE BANK OF FRANCE. 

I t elephoned to Mr. Cariguel at the Bank o£ France about 

9 a . m. today to inquire about the exchange market in Paris. 

M.r. Cariguel said that t hings were going very well and that it was 

f ortunate that he had had our order in hand this morning as there ap­

pear ed to be m~ny bids £or dollars 1n the Paris market at their opening. 

He added t hat he had been able to keep the dolla r market steady at 

about 6 . 57 and had so far sold only about $1, 000, 000 . He said t hat t he 

market was much quieter than it had been yesterday and the day before. 

JEC :KMC 
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158 
Hello Kr. Secretary • 

Lochhead' s on the wire with 118. Go ahead. 

Cariguel cal.led me about a quarter afte.r one 

I think it was and said that their market was closed 

now that the total he got was $3,644, 000. 

Three millian six. 

Three million six and the average rate was about 6.57. 

6.57. 

Yes. I asked him about the - whether he was selling 

any gold or whether any of the big banks were at the 

exchange market getting ready for gold shipments. 

I wanted to find out whether the Chase or the Guaranty 

or the City or any of these fellows are doing anything . 

He said no that they weren't and he said he didn't 

think we could expect any support from the big banks 

to borrow and that unless we had an order 1n the market 

tomorrow there won 't be any support. 

I see. 
In other words , he says 

See? t we can' t rely on the big banks now. I 
mention that because I think you ought to take that 

into consideration for tomorrow morning . 

Well that's alright. Now we ' ll start all over again. 

Yes. 

I ' ll give them another authorization of ts,ooo,ooo. 

Yes . 

See? 

lfow what about this afternoon? Will you give 

uJ two or three million here? 

What if i t dees break your 
side . 

What if it breaks? 

Yes. 

on the other 

Well i f it breaks Kr. Secretary you' ll have all 
over again the disturbance that you had a few days 

ago. 
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Well what difference does it make what price 
banks sell at in New York? 

Well two or three days ago here you had a break 
in your commodity prices, you had a weak security 
market and everybody was upset and excited and i t 
alllnppened because the bank -----

Well what are they now? 

What? 

What a re they now? 

What are what? 

Ylhat are Francs? 

About 3. 57 - 58. As I 
very strongly that we 
within the gol d point . 
to let it get outside. 

said the other day, I feel 
ought to keep the dollar 

I don't think you ought 

Well wait a minute . Coolidge says the ts,OOO,OOO 
that I'm giving you - hello? 

Yes . 

How mucb have you got lett - you got a Milli on four 
lett. 

That ' s right. 

Well Itll give you that . 

Give me that too? 

Yes . I'll give you that. 

Yes . 

When I come back from the White House we 111 talk 
about what we'll give to Paris, depending on what 
happens here. 

Yea. Well then you don't want to t ry to pick the 
rate up at all. 

No, no no. 
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Well now I think you ought to. 

Well now listen will you let me run that please? 

Yes . You said you wanted our r ecommendation. 

That ' s r ight . 

Alright. 

But I mean------ - ---- . And after all if the Bank or 
France don' t want us to go up to the gold point, Why 

should we worry. 

Well I think they do want it to go up a point . 

Why don ' t they put i t up a point? 

Well we told t hem yesterday that we wanted to be 
very sparingly . 

Now I say the same thing to you - as a matter ot tact -
just a minute. 

Hello 

Hello. 

1 1 m sitting here with Coolidge and we say not to buy 
very liNCh until it gets down to 55 . 

Yes I see 

And - because what I ' d like to do is have them close 
at the same price as they closed 1n London - I •enn 
in Paris. 

Youi like to close it around 6 . 5'7" . 

58 1t possible. 

Yes but you don ' t authorize us t o go any more than a 
mil lion tour. 

That ' s r ight. 

A llil.li on tour and you don 1 t want us to do any heavy 
buying -------------
That ' s r i ght. It you' re out or money and things look 
bad I ' • with the Presi dent rr~ 2 o ' clock on and you 
can call. 111e over there. 
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Yea - alri ght fine . 

See? 

Yea. 

16l 

We 1ve got certain things which I can't explain b 
you over the telephone - I mean you have no idea 
what I 1ve been through to be able to do what I 
am doing and Wr. Coolidge latows and i f you lmew the 
di ffi culties under which I •ve been working the last 
two days you' d appreciate .wby I•m 

Tha t ' s alright I don ' t mind 

I mean I• ve been under the most teriffic handicap 
down here and i f I say so ~self I ' ve had to use all 
~ infl uence to do What I have . 

That ' s fine . 

And it's been very ver y difficult. 

Well it's a good job. 

Alri ght. 

Goodb)· sir . 

Goodby. 

January 17, 1935. 
Thursday. 

' 
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Hello - bello Crane. 

Yes sir. 

I bear i t hasn' t cost you much. 

No not a cent. 

Well that ' s 

6 . 57 is the last I have and!hoke says he hasn' t 
bought any Francs . 

Ylell now do you want to talk to the French? 

Well I hope that they don ' t come at us around 5 o ' clock. 

Did you say - no but I say bow about talking to the 
Bank of France? 

Well I t h ink I' ll send t hem a cable. 

A cable. You want to g ive t hem an author izati on for 
$5 ,ooo ,ooo. 
$5,000,000. 

Yes . 

Yes . I think I can do that by cable. 

Well I' d give them an authorization for $5, 000,000· 

6.59? 

Yes - the same. 

The same as yesterday. 

Just the same . 
Well I won' t call them on the phone unless you want 

me to. 

I dm' t care how you do it. 

Alright. 

I hear - Lochhead tells - that 
bringing onr tlo,ooo,ooo from Lmdon. 

City is 

Well I think that ' • gold the7'n had 1n London • 
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Yes . Well that ' s alri ght. The banks haven't stepped in yet have they? 

No they haven' t , I 'm a little bit surprised that 
they' re holding otf like this, 

Well I ' ve got Aldrich 

Have you? 

Yes . 

in t he next room. 

Well I understand t hey ' r e about - as more nervous 
than anybody else, 

Yes . 

Well maybe you can find out something f rom him. 

Yfell I think we ' 11 carry it ourselves until next 
week - see if we can t ell him a t hi ng or two, 

That ' s O. K. ldth me 

Yes I told Aldrich - he was just sitting here - as 
long as I ' m Secretary of the Treasury I 1 m not going 
to ask a bank to do anything . 

Yes . Oh I wouldn ' t . I don ' t think you ought to 
ask them, 

We can do i t . We ' re getting along very nicely. 
If you haven' t had to buy any Francs this afternoon 
I· think that ' s awfull y good - shows that they're not 
selling in llew York . I made a prophecy yesterday 
that by Friday, which i s tomorrow, thi s t hing will 
all be ironed out. 

Yes. 

I hope so. 

Well I do to but I think we ought to continue to 
watch i t . 

Oh yes. I guess - another $5, 000,000. 

Alri ght sir thank you. 

Thank you. 

J anuar:r 17, 1935 - Thursda;y. 
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I see. 

164 . 

We didn't do very MUCh after that last call. 
The market was quiet at the close - the average 
r ate on all of that was 6 . 58 - 20. 

Alright. 

And - that ' s about all -he said things were a little 
quieter . Now do you want to give us anything for the 
afternoon here? 

Well now I' ll tell you what I•ll do - I'll giv~ you 
from now until tomorrow, see? I'll gi ve you another 
$5,000,000. 

From now until what? 

From nOll' until noon t omorrow. 

Oh f rom now until noon tomorrow. 

Yes. 

That's fine. 

See? And the reason I 1m doing i t this way - I'm 
going t o leave here at half past three. I 'm flying 
to Atlant ic City - I ' m all in, see? 

Yes. 

And I'm staying at the Hotel Trayborn. 

Tr ay born 

And I'll call up once tomorrow - I'l l call up 
Lochhead about hal f past ni.ne? 

Yes . That's alright. 

Then I can be put thru to you you see? 

Yes. That's .5,000,000 from now t1l.l noon tomorrow? 

Yea. 

That ' s fine . 

That ought to take care of you. 

Yea that's very good. 
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Now have you talked to them about _, s.uggling? 

Oh yes I did, I mentioned that thing to the 
and he sa id he would be glad to talk to Dr . Cannier 
about it . <~;.._,.\..If 

Who's he? 

He's the new Governor of the Bank of France, 

Yes. 

And he ' s qui te close to the government offici als 
so he may be able to do something. 

By golly 1! were were as helpful as they say we 
were it ' s better to ask. 

Oh no doubt we were very helpful. 

Yes . 

No\Y about the rate . 

Yes . 

The rate 1s now 6 . 58t to 3/Sths and I would pr opose 
t o try and keep i t right there - I'm not going t o 
push it up. 

What ' s that , 

I propose to keep i t about 6, 58t. I won' t push i t 
up any. 

No that's r ight . 

Unkess you want me to. 

No. Now I t hink looking back over the last three 
days the people that don't know me don't think we 
handled i t well but I think we handled it very well. 

Under the conditions that you get 

Well nobody will ever know - I•ve never been talked 
about 

(?) 
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People on the outside don't know that . 

I oan' t talk about the troubles I 1Ye had at 
but I've had plenty . 

Yes . 

All I oan tell you is that --- -------- --------
----------------------------------------------
That ' s pretty good. 

Yes . 

Now l isten, Mr . Secretary, I'm planning to be in 
Washington U:onday. 

Thatt s O.K. 

But I don' t think we'll have aey trouble. 

Is the Governor going to be baok? 

C: Well I don't know - I think he is but I'm not sure. 

B.U. Jr: .l Well I think the worst is over now. 

C: So do I. 

H.».Jr: Well don ' t get lost OYer there . 

C1 No I won ' t . 

H.!.!. Jr: I want to see you while you're down anyway. 

C: Yes I'll oome in. 

H.Y. Jr : Well that takes oare of you and then I'll be on the 
Wire tomorr ow and then we'll see how things go. 

C: Yes. - alright, thank you. 

B.K.Jr : OoodbY· 

January 18, 1935. 
Friday. 
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Good .orn1ng Mr. Secr etary. 

Good 1110rning . What have you heard? 

I haven' t been able t o get Cari guel yet . I've 
got a call in for hi m. 

Yes. 

But t he r ates - the bank rate is at 6.58 and 5/l6ths. 

Yes . 

And the Guaranty Trust has a cable from their Pari s 
office saying that the market opened in Paris at 
6. 57 - that the Bank of France is a. buyer of Francs 
and put the r ate up to 6 . 58 and 5/16ths - that ' s 
where i t is now. 

But you don' t know how much it cost us? 

No but I ' ll probably know that within five or ten 
minutes and then I ' ll call you. 

Will you? 

I put the call in about 15 or 20 minutes ago. 

Fine - the minute you get it call me • 

Alright 

Thank you. 

Good by 

.Tanuary 18, 1935. 
Frida,-. 
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lanuary 17 , 1935. 

The Int erdepartmental Loan Committee met with the President or 

the United States in the Executive Off ices at the ~ite House a t 

2:00 PJM . Those present were: 

Franklin D. Roosevelt, President of the United States , 

Henry Morgenthau , Jr ., Secretary or the Treasury and Chairmen of 

the Co!D'Di ttee, 

Harold L. Ickes, Secretary or the Interior, 

F. F. Hill , Deputy r.overnor, Warm Credit Administration, 

Scott Hovey , General Counsel Farm Credi t Administration, 

John H. Fahey , Cha irman of the Federal Rome Loan Bank 8oard , 

Chester C. Davis, Admin i strator or the Agricultural ndJustment 

Admi nistration , 

,Varren L. Pierson , General Counsel , Export-Import Bank , 

Lynn P. Talley, Pr es ident,Commodity Credit Corpora t ion , 

Leo T. Crowley, Chairman , Federal Deposit Insurance Corporation , 

Jesse H. Jones , Chairman , Reconstruction Finance Corpor ation , 

Marriner s . Eccl es, Governor , Federal Reserve Board, 

James ~ . Moffett, ~dministr~tor , ~ederal Housing Administretion , 

T. Jefferson Coolidge , Undersecretary of the Treasury, 

J~ . T . O' Connor , Comptroller or the Currency, 

Herman Oliphant , General Counsel for the Treasury Department, 

D. ~. Bell, Actina Jirector of the Bureau of the Budget , 

C. B. Upham, Secr etary , Interdepartmental kOBn Committee. 

The following agenda of legislative proposals for consideration 

st the meeting was presented to the President, and followed by him. 

1 . Reconstruction Finance corpora tion. 

2 . s econd Liberty Rood Act Amendment. 

3. Bxport-Import Banks. 
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4. ?eder~l Deposit Insurance Corporation. 

5 . ?arm Credit Administra tion. 

6 . ~omptroller ~f the Currency. 

7. ll~me Owners ' Loan Corpor a t ion and Federal Home Loan Bank 

Board . 

8 . Federal Housing Admini stra t ion . 

9 . ~·ederal Reserve System. 

The s ynopsis of draft bill ext ending the funct i ons of the 

~eoonstruct i~n linance ~orporation a nd for othe r purposes , da ted 

J anuary 16 , 1935 , was cons i dered a nd arTeed to. 

The explanation of the bill proposin; fu rther amendments to 

the Second Liberty Bond .ct was considered and agreed to . 

The l eeiJlative re~o~menda ti on C0r the ~~ort-Import banks was 

cons ider ed, and, after discussion , 1t ~as Agreed t hat the provi sion 

ror an extension o r the b.:tnks should be inoorporsted in the 'IFC bill. 

It was aE;reed the.t the poiVer or tho banks to act as guarantor 

would be omitted, that the t en per cent limitation on losns to any 

one borrowe r would be omitted , and t hat r ediscountine: would only be 

permi tted with t he approval of the Secre tary of t he Treasury. 

The outline of bill proposed by ?ede ra l Deposit I nsur ance 

Corpora tion to amend section 12B or the ?ederal Reserve Act as 

o~ended (Out line or Salient Points) da ted Januar y 17, and marked 

4th Hev. , was considered . The Pres ide nt remarked that the officers 

o r the lareeat banks were obJecting to the assessment or 0ne-eiphth 

or one per cent on all deposit s , uninsured as well as insured, a nd 

said he unders t ood they bad a compromise to of1'er, and were plan­

ning t o see Mr. Mor genthau and 11r. Cr owley at an early da te on that . 
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!>lr. c rowley indicated that the proposal might be a li•tle unt'air to 
the lar~er banks, and pointed out that the assessment i n the case 

or the 1•'irst Nat 1onal Bank of New York, the deposits or which will 

be ~nly one per cent insured, will jump from $14 , 000 to $5j0,000. 

The President remarked thst that would be jus t "too bad~ . Mr. 

Coolidr e was of the opinion that the assessment should be ~ne­

eiEhth or one per cent on net deposits . He pointed out that the 

lsr~er b~nks , wi th lar~e portions or t heir asset s in t ax- exempt 

securi ties , are especially f a vored in s Jme wa ys wi t h respect to 

~heir support of the Government , and tha t t his asse ssment, running 

about one-tenth o r es rni nrs , is perhaps not excessive. 

The President was of the o~inion tha t the bill could be passed. 

He asked if it conta i ned provis i~ns to tie tn with Senator r.l ass • 

idetls a bout duplica t ion or examination, and :.:r. Crowley replied 

th~ t it did not take care o f that situatl~n very e ffectively. 

t:r. u• Connor r emarked the t there r eal ' y i s no duplica t ion. 

The ' DIC bill was a greed to . 

':'he l egislative prorr am ror the / ann Credit .'.dministr:ttion wee 

cons idered end a greed to . 

The brief abs tract or vomptroller•s recommendetions to Con~ress , 

J an 1:1ry , 1935 , was considered . 

The Pr esident asked if t his lec islat i on could not be c~~bined 

with the IDIC bill, and st~tPd t hat be wes worried abou t the multt­

r l tci ty or bills . Mr . o•~onnor was of the opinion that they were 

Qu ite differ ent in character, and on wbolly unrelated matters . 

Mr . -;oolidf!e pointed out t ha t the 1933 proposals of the Comptroller 

or the ~urrency , referred to in the abstract, had not been checked 
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by the Interde par tmental Loan ~o~ittee , to which Mr . O'Connor 

r eplied t hat t he President nnrt t he Secre t ary had a~reed to i t a 

yea r aeo . I t was decided t ha t they s houl d be r eche cked . The 

President suggested th:lt Mr . O' Connor cl\eok with Mr . Morr ent hau 

anti Mr . Eccles on a ny other proposa ls t o be added to the bill , and 

perhaps a method or amAnc\inr bills now in the ..:ongress , instead of 

o1shing this J ne . The President 1ndic1t ed that. the Comptroller's 

oill should be combined wi t h t hat of the 'DIC . 

Mr . _;oolidge S UI" ested t ha t t he nl.nth proposal , with respect 

t o doubl e liabili ty on bank stock , would be very d i ff icult to work 

o1t a nd suggested ~h~t it be elimina ted . This was s~reed to . 

:'he nemor endum of proposed let;isla t ion arrec tin" the ~ederal 

i!ome Lo·.m ihnk Board and its 'leenc1es , a nd the summary of nM~nd­

mgnts to the Nst ion~l ~oua ing ACt , the Nat ional Bank .ct a nd the 

'eder<.l ,{eserve .\ct reoomrnended by the f ederal Rousin(' .Hi mi nict ra­

ti?n w~re considered . 

There was some discussion or t~e pnrat re9h to be inserted in 

this and ot her bills ~1v1ng the l urAsu or t he 3udget control over 

the admini str ative expenses of the emercency agenci es an~ othe rs . 

Mr . Fahey i nd i cnted that their Counsel retarded it as an involved 

~ nd runb1guo•w s t a tement, and they would like an op,or tun1ty t o 

thr ash out changes in the language . Ha sta ted that i t gave the 

Judcet an abcolute veto with no appe~l to Congr~ss or anyone else . 

!•r . ~orgenthau pointed out that there ia a n appeal to t he President , 

and the t t t •Rill Give the Budget t he same control as i t now has 

over t he reeular departme nts . 

Speaking i n r eference t o t he proposal t o i ncrease the author i zed 
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bor rowing power or t he Corporation f r om 13 billi on t o 

Mr . Fahey said t hat t here bad been a d i ffer ence of opinion as to 
h?w to do t his , and t he commi t t ee had deci~ed t o pu t it in this 
way fo r discussion. The proposal i s a billion for new loans to 
take care of applic~t tons now in , ~100 million fo r modernizat ion 
and repairs , and $400 million for purchase of debentures of Home 
Loan Eanks end stock of ! eder al Jav1ngs and Loan ~ssociations . 

Mr . Coolidge said tha t he had taken the position that the 
~500 million for new loans was competing with the FHA. 

Mr . Mor€enthau comment ed that he had understood the functton 
o r the F.OLC to be l oaning on existing mort~e~es , and t h3 t of the 
~:~ t o arrange for new construction financing. 

Mr . Fahey made the point that by rurnishinc funds for the 
!lome Loan B&nkh ~nd the t:edera l .sa v incs & Loan As soc i rt tl ons , a 
mul tipled resul t wi l l be achieved . 

Mr. :!i:ccles pointed out that the Home Loan !l:mks are mort care 
d iscount banks, and that gi.,lnc tbel'l mone:1 will help them to help 
their member i nstitutions. If it is not done in thi~ way , he acid 
cor.s ideration 3hould be ~iven to letting the Home Loan Ranks hecome 
members of t he Federal Reserve System a ncl f'Ot 11qui d i t y that flay , 
or let them oet the money from the RFC . 

!lr. Coolidge said t h"t what t r oubl es him is that there is plenty 
of 2 and 2- l /2 per cent money in the banks , end that this will be 
a n a ttempt to do business wi t h dearer money. He would like to see 
insured mor t gage e 1n t he scvinrs banks rather than in the National 
~·ort8a t:;e Associa tions. Mr . Fahey indicat ed that the savings banks 
d id no t reach mony or the smaller loans made by members of t he Rome 
Loan Banks . 
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The President asked bow 1t would be to insist upon borr owers 

Po ing to FHA first , then to their local savings banks , and then t o 

HOLC as a las t resort. Mr. Fahey was of t he opinion that P1IA and 

HOLC could c ' ntrol that, working together. 

Yr. Eccles a nd Mr . Coolidre pointed ou t the added cost of 

making use of the Nat i onal Mortgace Associations, and su~gested 

modificat ions of the r eeulat ions under Title II or the Housing Let . 

The President asked why Title III of the Housing ;.ct could 

no t be for gotten and said he had never bad much enthusiasm fo r 

Na t i onal Mort r a ce Associations anyway. He supgested ! i vi nc the 

asked for a ll >oation t o HOLC with the provi so th~t borrowers exhaust 

all ot her remedies befor e coming there . 

Mr. Moffett said t ha t i f Ti t l e III can be torn up , the 

ret~lations under Tit le I I can be liberal ized . He thought , however, 

t ha t t he Ti t le should be given a chance , as ~ method of permitting 

priva te industry to take car e o r new financinc . rre sucgested tha t 

mortcages should not be sold d irect t o the public , and mentioned 

t he dif fi cul t y in getting ~5 million capita l for ~ational ~ortgage 

Associat ions. He bel ieved tha t if nati ona l banks could buy their 

s t ock , they could be formed . This proposal was def initely rejected. 

The Pres ident s upgested t hat the Hous ing sub-commi ttee meet 

araln and agree upon some pro~ram fo r HOLC and FHA , a nd to combine 

the t wo sets of le[ i slative reoo~~endations in one hill. 

Mr . Morgenthau s a id tha t be though perhaps $500 million 

additional au t horization was enouFh fo r HOle, and su~rested a little 

mor e home work on the cleavage between the func tions t o be 

exorcised by I!OLC end FHA. The President sue ce s ted that per haps it 

w~uld be wel l t o do a little more spade work on that section or the 

reco~endat1ona . 
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Mr . Eccles referred t o the excess funds in banks, s tated 

that there is no liquidity in National Mortgage Associations 
when really needed , sufigested that the eliSibility requirements 
ot' the P'ederal Reserve Sys t em be changed t o perait borro•ing 

arainst mortga£es. He WJuld like to see the ~14 billion of savings 
funds in banks go direct ly into the mortgage market. He would like 
a five per cent rate on mortgageo , and no service charge, and 

quarterl y or semi- annual payments instead or monthly. He would 
like to see any inst itution made a n approved mort gagee and 

Uati ;>nal Mortga ee Associations foro·otten for the t b .e betng. 
The President referred the matter back t o Mr . ~offett , 

Mr . Fahey, Mr Eccles and Mr . Coo11d ~te with tnstru C' tionB to put 
the l eg islative proposals of HOLC and FHA into one bill. 

It was agreed that cons idera tion or Federa l Reserve legisla­
tion would be postponed ond that Mr . Morgenthau, ~x . Eccles and 
•·r. Coolidge would a r ree upon that and br1ns it to the President 
when rea dy. 

The meet1n~ ended a t 4:00 o'clock. 
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1. The Reconstruction Finance Corpora t ion Bill was approved. It 

•ill tnctude the Export-Import Bank extension. 

2 . The bill amend tnr the Second Liberty Bond kc t was approved 

for separate introduction into the Con~ress . 

3 . The C~mptroller•s bill and the FDIC bill are to be co~b1ned , 

if poss ible . Mr. O' Connor is to check with the Secretary 

a nd the Undersecreta ry and !er . Crowl ey on that , and with 

the :Jecreta ry and lrlr . £ccles on combining h i"s bill wt th one 

that bas already been introduced on the ~ill. The bankers 

want to be consul ted on t hi s and on the rea t•Jre of t he i"DIC 

bill providing for hasi nc the assessment on total depos its. 

4. The ll'arm Credit t.dmlni :~ trstion bill was approved for separate 

introduction . 

~ . The HOLC and t'HA proposals were referred back to Mr. Fahey, 

~r. Moffett, Mr . Eccles and Mr . Coolidge for development or 

a program to take the load from HOLC , and to draw a line 

of dis tinction between the f i elds or the t•o a gencie s , if 

possible. The two sets of proposals shou ld be in one bill . 

6 . The President will see the Secretar y , the Undersecretar y and 

Governor ~ccles separately on :!'eder al .teserve leg islat ion 

wt thin the ne_xt few deys. 
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H. K. Jr . said that the flurr y i n exchanges are 
pretty well straightened out . 

Be had a good meeting with the President yesterday 
on the various Lending Agencies who were all present a t the 
White House . 

H. K. Jr. told Coolidge to ask Tom Smith to come 
to Washington to help on the banking legislation. 

H. K. Jr . told Oli phant to get to him before 
anything else his study on the first and second districts in 
New York and Chicago as the Judges were not co-operating on 
sentences with the illicit liquor problem. He said tha t we 
must get co-opera tion from the Judges or we will never be 
able to lick this thing. 
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FOR SECRETARY KORGENTHAU 

FEDEAAL. AC.SERVE 8ANK 

OF HE:W YORK 

CORRESPONDENCE 
CONFIDENTIAL FILES 

J . E. C•L&~:ut---

0Att~Uaey 18, 1935. 

SUSJECT'.T!I.BPBOIIE CONVB!U!ATIOI WITH 

KR. CARIGUEL OF Ta&-.BANK OF FRANCE. 

Yr. Cariguel of the Bank of France tel ephoned at 12:50 p . m. 

today to report that he had sold for us an aggregate of $4, 655, 000 at 

an average rate of 15. 1929+ (6 . 5820+). He s~id that the demand for 

dollars bad quieted down a good deal as the Paris exchange market 

closed at about 6 p . m. their time. He said that he felt the market 

would need support again tomorrow and be asked me to send him a cable 

tonight 1t we wanted him to do anything for us. 

I told Mr . Cariguel what Secretary Korgenthau asked me to 

pass along to him regarding the island of St. Pierre. 

I telephoned to Secretary Morgenthau at 1:45 p . m. and advised 

him of the foregoing inf ormation received from Mr. Cariguel . 

said that he would authorize us to use up to $5,000,000 from now to to­

morrow noon. He agr eed that we~ould t ry to keep the franc rate here 

this afternoon about 6 . 58 1/4 and should not try to push it any higher. 

JEC: KMC 
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FIEDERAL RE'SERV£ BANI( 

Of" N£W YORK 

"IC E CORRESPONDENCE 

CONFIDENTIAL FILES 

J . B~ ~an...___ 

DA~E--January 18, _l j95. 
SUIUEC~~BPHOlfB CONVBRSA!IOI WITH 

lla. CA!UGDEL-OF.....TRE .B.AHX: OF_FBANCB 

II~ Cariguel of the Bank of France telephoned to me at 

10 t05 a. m. today to report that his sales of dollars !'or our ac­

count had increased to an aggregat e of $4,090,000 at a p. m. Paris 

time. The dollar rate, he said, had rema.ined at about 6 . 5840 and 

the demand for dollar s had increased both on account of short cover­

ing and also !'or commercial purposes . llr. Cariguel said he was afraid 

our order of $5, 000, 000 might not be sufficient to last him until the 

closing of the Par is market. I told him t hat I would telephone to 

him in a short time to let him know whether he could go beyond 

$5, 000, 000 today. 

I telephoned the !'oregoing to Secret ary llorgenthau who 

authorized me to let llr. Cariguel sell the unused balance amounting 

t o $1 , 300, 000 on our $5, 000, 000 order o!' yesterday. I thereupo.n 

called Mr. Cariguel and t old him that he could sell today !'or us a 

total o!' $6, 300 , 000. 

JE:C:KMC 
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DATE_J anuary 18, 19~ . 

suoJECT,J.El,EPHONE CONVERSATION WITH 

MR. CAIUGUEL OF THE BANK OF FRANCE. 

I telephoned to Mr. Cariguel of t he Bank of France a t 9 :10 
a . m. today to inquire about t he exchange market. Mr. Cari guel said 
that up to noon Pari s time, he had sold only $370, 000 for our account 
but by t wo o ' clock their time, total sales of dollars for us had amounted 
to $2, 270 , 000. He said he was holding t he market at 6 . 5840 and t hat 
t he dollars sold for us had been done at that r ate or better. 
Mr . Cariguel stated t hat t he exchange market was a little more active 
than yesterday and t hat the demand f or dollars seemed to be coming 
from London. I told him t hat he should continue until six o ' clock his 
time and t hat we would do nothing here for the present. Mr. Cariguel 
sa id that he t hought it was important that t he franc rate should not 
drop in New York to a lower level t han the closing rate in Paris. 

I telephoned the f oregoing t o Secret ary llorgenthau shortly 
after I had finished with llr. Cariguel . 

JEC :KMC 
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t 
The sub-committee on Rousing or the Interdepartmental Loan 

Co~~ittee met at 2:30 P .M. in the office or the Governor or the 
('ederal Reserve Bosrd. Those present were: 180 

John H. Fahey , Chairmen , Home Owners• Loan Corporation , 

James .• Moffett, ... a.mtnistrat:>r , Federal Housing Admi nistra tion, 
Marriner S . Eccles, Governor , ¥ederal lleserve Board , 
T. Jefferson Coolidge, Undersecretary of the Treasury, 

H.B. Hackett , ~ivision ot Housing , Public Horks Administra t ion, 
Horace Russell, C~nArel Counsel, Home Owners• Loan ~orporation , 

~ . B. Upham . 

Mr . Fahey stated that the quest ion befor e the meeting was how 
for the ~HA thro~gh the insurance r oute could t ake the burden rrom the 
HOLC, an~ to what extent the HO~ sho~ld a ttempt to work throuf h mem­
bers or the ?HLBS a nd F~\' s . The extent or t he help t o HOLC turns 
lar ge ly in his opinion ~pon what is to 'be done with Mutual Mortease 
Insurance Fund , what type of mortgsge~t they are to insur e , &nd also 

'-upon t he extent t o which priva te institutions will be willing to take 
the HOLC type of mort gae,es. 

Mr. Coolidge stated tha t another problem i nvolved i s the question 
as to whethe r selling guaranteed bonds isn't merely crestin~ that ~ch 
'bigger de~icit tn the budget. The one half billion naked for for the 
HOBS members and for the ~s&LA ' s is new money. It isn' t substituting 
bonds for mortgeges but selling them for cash jus t the seme as 
selling c~vernment bonds. Mr. Coolidge placed before the committee 
a memorandum which he had prepared, containing four points upon which 
he thoueht a vote might be taken and possible opreement reached. 

Wr. Fahey was or the opinion that all could check on the first 

• 
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point in the Coolidge memorandum --- tha t HOLC shoul d cease taking 
~rtgages unless the holder can show real need for cash , and tha t 
privnt a insti tutions s hould hold their mort ga ges and mak e new ones . 
" r . r'ahev r et'erred to the fact tbot HOLC i s t aking no ne., a 'lplica­
tlons . Unless t he door is cl osed to ne w applicat ions , I!OLC i s in 
t'or ood . There are 26 bills in !Jongr ess for extentl ing the potrers 
of tbe HOLC , including the mskin~ or direct loans , l oans to t ake 
up t a xes , etc . Cone r easmen s ay the private inst itution s are not 
comi ng back int o t he t' ield. Advices are in ha nd fr om t he ~ortgnge 
.~ nkers Associ~tion, the l i f e insur an ce companies , the :~eri can 

3:lnkers ••ssociation, the savindl banks organization , the u .:> . League 
or ,u ildinb and Loan ~ssociations tha t their institutions are willt~g 
to make reasonable l oons. The Prudentia l i s mskin$ t' i l't nen year 
fi vn per cent loahs, but on a much more conserva tive basis than the 

HOLC, or course . They are l arger l oans, 66- 2/3 appr a i sal value, 
selective r i s ks , etc . Mr . ~ahey s a i d that be r~gards i t as unwise 
not to make suff icient provis i on to clean up the distress tht& year 
onc e a nd t'or all on the nppl i oa t ions now in hand . There was no 

' disaereoment on that but Mr. Coolidge said t he money should be put 
in institutions that will us e the funds , not j~st in those that want 
t o get rid of their mortgages . 

There has been an increase in the fo recl ooures since the HOLC 
cl osed the door to new applications , ur. Fahey said. 

Mr. Russell said that the number or necessitous oases will 
depend upon wh~t is done to help the normal mort@ages market . I f 
not h ing is done , the HOLC problem neYer ends. The HOLC 1s asking 

to help the normal mortgage market. I t' FHA takes 
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a bill i ?n orr the mortgoce market in the next twelve months , t hat 
~111 help. 

Mr . Coolidge observed t hn t the r egular institutions should tak~ 

so~e or the mortgagee. They have money snd they are not alarmed as 
they were a year ago . 

Mr . Ru, aell said that s ome phases or private mortgo~e lending are 
not coming be ck. The $400 mill i on wtlt not do much a l one . The FHA 
may do a billion but cannot do ell . The insurance companies may do a 
halr billion but can't do much ~lone . There will have to be two or 
three methods or lendine it there is o reasona ble expectation or bring­
Inc bac k f i ft y or sixty per cent of the normal mortecqe market. If any 
one i & neglect ed , t he HOLe will be permanent . Re was unable to see any 
subs t a ntial di f fe rence as r a r as the budget is concerned between bonds 

be exchanc ed for mortga ees ~nd bonds to be exchanr ed for debent ures - . 
or HLB' s or stock or FS&LA•s . 

Mr. Coolidge said tha t he c?uld see a difference . Re rears 
unbal anced hudcet and i nflation . It is one t hing , he sa i d , to 
ruar a ntee a n old mortgae e, where no new funds are involved , and another 
to put out money for new construction , or for banks to lend . New money 
is a budget mat t er. 

Yr . Fahey i ndica t ed th3t the ROLC has on hand ~2 .8 billi on or 
applica t i ons. or this $1.5 billion the private institutions will not 
take . They are not i nsurabl e. They mus t be r efinanced. ~t the time 
the door was closed t o new applicat ions , they were beinF received a t 
the r a te or a,ooo and ror ~90 ,000,000 a month . 

Mr. Morret t sucgested a gradual forecl osure policy and liquidat ion 
mortgages can be ? icked up by new mortgagors on an insurable 
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b~s is. Mr. Fahey said that is bein~ done. Mr. Bccles was or the 

op inion that wi thout new construction , there is no hope . Mr. Russell 

satcl that there is no hope for new construction unless there ls a 

r easonable adjustmant of the present debt structure . Mr. Coalid~e 

made the point that there is lots or cheep money available. 

Mr. Eccles said that if the Home Loan Bank sys tem w~uld announce 

th t they would rediscount at three per cent mortgages made by 

t he ir members at not over five per cent , either new or old, tha t the 

members would make some l oans . This would induce the members to 

adjust the ir r e tes and make ne• loenu too. Today the Rome Loan 

>nnks have no runds t o give them this esouranoe-- that they can 

so redis count. ROLC is asking funds for that ptiTpose (they may 

not even be u sed) but they will enable the policy to be adopted . 

The money must come from the RFC , the HOLC or the ii'RS . 

Mr. Coolidge said he thouRht the regular institutions should 

£0 in. If commercial banks can't t ake mortgapes, they shoul d not be 

pormit ~ed to take aevinp,s . 

Mr. Eccles remarked that the Home Loan Bank members make many 

small loans that othar institutions will not bother. with . Ha favors 

p•t tting the Cl4 billion of savings tn the banks a t work in the 

~ortpage field, through the facilities of the PBA and the insured 

~ortcages. Forget the Ka tionel ~ortpare associations for the t ime 

be ing . 

Create marketability through elie ibility. Mr. Eccles said . 

The banks will make and hold mortgages if they have a potential 

market. Fix it so there can be no exouue for financial institutions 

t~ brin pre$sure unless in case or e~treme distr ess. Bates will 
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come down if there is a three per cent d i scount rate. That takes 
cu re of one class . Then say to the banks th.at they can get t heir 
mortgages insured it' they a.re not over f ive per cent and that the y 
er e eligi ble for redi scoun t at Federal Reserve banks. They will 
not hesitate to pu t their idle runds in insured mor t gages . Then 
permit the sale or insured mortgages to individuals, t ru s t funds , 
institutions generally . They can be sold elsewhere than at home 
because the ~Rh will nervice them. La t er, perha ps when there i s 
e supply or insured mortgages , t her e may be a pl a ce for t he National 
Mortgage nssociat i ons . All na t i onal bank and ~ederol ~eserve 
e xaminer s s hould be i nstructed t o not make classification or mort­
gages as slow, a nd they would not be slow if they were elir i ble for 
r ediscount. This would chane,e the whole psyoholo0y or t he picture 
for the publi c , especially i f insurance and elie i bil i t y ore given 
enoueh publicity. 

Mr . Russell referred t o the at t itude which prevails in Coneress . 
He said it would be necessary to ask for enoug~ t o t ake care or 
di s tre s s and to show tha t there ere two or three plans for new mort ­
rares . They will not accept one plan alone . 

Mr. Pahey agreed t o the nece ·s ity for getting interest rates -
down in the Home Loan Bank sys tem. They now cha r e e four a nd four and 
a hal r per cent and are making money. They cannot market their deben­
tur es a t la ss than four and then they are in compet i t ion with the 
:noney market. The people who get our bonds sell them and pay orr 
l o, ns . If there were a t hree per cent di scount rate, this would be 
corrected . Referr ing t o the budget aspect or the s ituati on , Mr. Fahey 
suggeste4 tha t a Home Loan Bank debenture (with no risk or loss) was 
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an even better security than a HOLe bond (with some sure loss). 

~rr. iccles said that if the market could be got~en down , the 

debentures would sell at three per cent and then the funds being 

asked for would not be needed . 

YX. Coolidge said tha t he would like to see the Home Loan Danks 

borrow from the publ i : , but not from the Government. 

Mr. Eccles asked if the Government wanted t o take t he rlsk or 

euaranteeing HOLC bonds much above the ,1 billion or use a lesser 

nmount through the Rome Loan Bank' s and li'S&LA's to ge.t private 

inst i tutions to functioning . 

Mr . Fahey said HOLC needs a billion and a h~lr to make loans , 

but he thought it would be much better to use a half billion or it 

in the ind irect method. 

Mr. lilccles suggee t ed a compromise plan for a vote. 

pot nts . 

1. The HOLC is authorized to clean up present applications with 

repsect t o mortgages in distress. 

z. The minimum amount needed to take up exist ing applicat ions 

is ~1 billion, or which ~100 million can be used for 

modernization. 

3 . Give *200 m1ll1on to the Home Loon "lonks anil $50 million 

to the ~ederal Savin~s and Loan Associat! o~s, r educ inp the 

Home Loan Dank rediscount r~te t o t hre e per cant to apply 

to mortgaras mn~e a t not exceeding five per cent or 

possibly six. 

" ll tllis on the assumption that l"HA will cooperate by amendina its 

( proposals and rorFet National Mortgope Assoct~ tions for the time 
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being. and that insur ed mortgages will be made eliFible ror 

rediscount at ~ederel Beserve Banks, and that ~ will adopt 

rules and regulations to permit sale or mortgages to private per­

sons and ins titutions , and continue to service them , the r a te on 

insured mortgages to be five per cent. Place no bar i n the wny 

or the organization or National ~ortgoge issociat\o ns or ~2 

million capita l or even ~l mi~~ion . Do not abandon the Nationa1 

Mortgage Associatio • s al together, but fi x it so that the insured 

mort gage can work without them. 

Mr. Morrett made the point that the committee was to deal with 

legislation onl y and not regulations and rules of ~HA . Moreover, 

he could n~t see how ~900 ~illion was g?1 ng to take care or ~1.5 

billion or d!atress mortgages. He suppested that r e sort be had to 

foreclosure and junking or properties in default. The ~HA is not 

an emergency institution , but a lone term proposition and they 

s hould be l eft free to educa te the public and build it up. The 

state legislatures are ~ass!ne law permit tin~ 80 per cent loans , 

the uncertaint y about Public ~orks op~retions wil l be clears~ up . 

People say the Nat i onal ~ortgaee Associations are essential. The 

widow in Bangor , Maine does not want t o have her insured mortg~ee 

t urn into a debenture and ~ certific~t. ~ tn a raw years. Mr. Moffett 

said th~t he bad seen the President in the m?rning and that he 

certainly ravors the National Mortsage r out e , and that he feels 

the debent u re r oute t o the public better end 3ounder than the 

in3ur ed mortgage dir ect route . 

Mr. Moffett said that he would like to present one new suggest­

ion, a liber ali zation of Title I of FHA to make loans ror industrial 
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modernization loans. There is ~1. 5 t illlon ot that .klnd or work 

( t , be done. He thoueht the 3PC should set up a corporati Jn for the 

l arger loans , say up t o ~50 .000 . 

Mr. Eccles thought the FHl.. s hould do· it itself, rather than 

lett in£ tl FC . 

Mr. Coolidf e, beCore leavinG, sa i d tha t be favored t ivin(' t o 

t he ROLC a certai n amount. '.>f l.'unds f'or l oans and re;>airc , but t ha t he 

wanted his vote recorded aga inst money for the Home Loan ~3nks ond 

?eder a l eavings a nd Loan Associa tions . He r avored r et tl ne t he PHA 

under way qui ckly. He th i nks the National Mort~a~e .\s<:ocia t ions 

ineffective , and has no grea t fe~th i n Making mort~ages elir ible for 

borrowing at Federa l Re serve Banks • 

. L~ . Russell said that such a program w1utd mean sever al more 

(_ billions for l:IOLC eventually. Mr. Coolidge replied that he coul d not 

a nswer th~t ar gument , tha t it was for the Secretary and the Pr esident 

to decide tha t. ~.!r . l.:oolidge sa i d he had a fun4ament:tl faallnl" that 

the t'orces of the depression bsve been spent, and t hat e li ttle 

laissez faire will not burt now • 

. sked by Mr. Eccles if he woul d object to the one billion two 

hundred fif ty million compromise , Mr. Coolldr e replied t hat he would 

put in a plea for no Government funds for the Home Loan Banks and 

•ederal ~aV1Q€S and Loan Associat ions . Mr . Coolidge sueee s ted that 

~r. ?ahey and ~r. Me rret t draw up t heir reoo~nendqttons, an~ others 

ma~e sugcest ions , and put it up t o the Secretary and the President 

for daoision. Mr. Kccles was or the opinion that the co~ittee had 

been r i ven a job to ~o and asked t o make definite recommen~nttons , 

~nd that there s hould be a vote , and the ma jori t y vote pr evail . 
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The meeting continued for some time in the f~rm or two 

conversations, one between Mr. Coolidge and Mr . Russell, snd one 

between ~. Eccles and ~r . Moffe tt. Later , it developed tha t 

~r. Eccles , Mr. Moffett and Mr. ~ahey were agreeable to the 

~col es compr omise proposit ion . 
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Januau 21st 

Jlr . llorgenthau called in Oliphant, Coolidge, 
Crane and Lochhead this morning and decided that should 
the Supreme Court render an adverse opinion, Mr . llorgenthau 
would give out the following statement to the newspapers : 

"I will buy or sell any quantity ot gold ot 
spot or future delivery at $35 per tine ounce.• 

llr . Crane then called Jlr . Charles Cariguel in France . 
Cariguel told him tha t the market was wild and that there 
was a demand tor dollars frOID all over the world and that the 
French Franc was down to 6. 54-7/8. 

. llr. lolorgenthBll then cal.led the President and gave 
him this information. He also told him that we have already 
supported the French market with $l71ooo,ooo. H. K. J r . told 
the President that we were going to ouy Francs to the equivalent 
of $3, 000, 000 here to-day. 

While we were discussing just what statement 
I would give to the newspapers , one would think that Oliphant 
agreed entirely with me,whereas yesterday be tried his best 
to get me to put the pri ce of gold up to 35. 24 to impress 
the people that we were going ahead. What I r eally thtnk he 
wanted was to begin to aove upward t o get gold to 42. -

z.. 
\ 
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January 21st 

Marvin Jones telephoned Mr. Margent~ and said: 
to that bill of mine of $40 000 oooxorop loan 
say o.x. otherwise it will te tioo,ooo,ooow. ' 

H. 
that anything 
by taxes. 

X. Jr. told him what the President had said 
outside of the budget will have to be r ai sed 

Kr . Jones then said : "Very well then I Will 
introduce the bill". 

Mr . Norgenthau told Mr. Jones that he would have 
to stick by the President's budget and that anything outside 
he could not approve. 

H.K. Jr . suggested that he talk to Colonel Mcintyre 
before he did anything. 

B. X. Jr . immediately telephoned Karvi n B. Mcintyre 
at the Whit~ House before Congressman Jones could get him and 
told him the entire conversation. 

***************** 

Kr. Korgenthau telephoned Commissioner Landis and 
asked whether he would cooperate with him in closing all the 
exchanges should the Supreme Court render an adverse opinion 
and, therefore, the stock market go to pieces. 

As I understand it, Kr. Morgenthau also telephoned 
Joe Kennedy in California and asked him to fly to Washington 
but weather conditions were very unfavorable and Mr . Kennedy 
could not fly. 

Mr. Landis promised to cooperate in every way with 
Mr. Korgenthau. · 

Mr. Korgenthau then telephoned the oporator at the 
White House and made arrangements to install an additional 
telephone in the Cabinet Room so that he could have direct 
contact with Commissioner Landis ' office during the t i ae that 
the exchanges were closed, i t that were necessary. 

About an hour later Colonel Mcintyre tel ephoned 
and was very disagreeable and resented the fact that Mr. Yor­
genthau gave the White House operator an order directly instead 
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of doing i t through him. 

Ur. Morgenthau instead of r esenting this bit of 
impertinence, when one of the most impor tant events of the 
administration was taking pl~~e1 s i mpl7 sai d: WWell, Kac, 
you know I alwa7s work beaut~~l7 with 7ou. It is just 
simpl7 a case of having to work under such teriffic pressure 
that it didn' t occur to me to call 7ou on such a small matter". 
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EYERGENCY RELIEF APPROPRIATION 

HEAlliNOS CONDUCTED BY TKE 8l18COXXITTBE 01' THJl ~ 
JIUHEE ON AI'PROPBJ:ATIONS, HOUSE OP R EPRESENTATIVES, 
IN CHARGE OP DEFICIENCY AI'PROPRIATIONS, ON THE DAYS­
FOLLOWING, NAXELY : 

M ONUAY, JAN UARY 21, 1934 . 

. \P1' 1t0l'IHA'I'IONS FOR P UBLIC WOUKS AND RELIEF' 

STATEMENTS OF HON. HEliRY MOROENTHAU, lR., SECRETARY 
OF THE TREASURY ; REAR AD11IRAL OHRISTU.N l. PEOPLES,. 
DIRECTOR, PROCUREMENT DIVISION ; D. W. BELL, COJOfiS. 
StONER OF ACCOUNTS AND DEPOSITS (ACTING DBECTOR OF 
THE B1JDOET BUREAU) 

Th~ <.'UAIK)IAN. " 'e have before u;;; a llou~{' joint rtSOlution f.ro­
viding for the appropriation of ~.000,000,000 for work rtlie , to­
continue available until June 30, 1937, and1 also, providing for the 
rt•PJlrGJ>riation or unexpended belan~ '" var~ous departments 
ag!(I'<'I.!OI ing $880,000.000. 

Secretary ~lor~ooentl1au, Admiral Peopl.,., Dil't'Clor of the P rocure­
ment Dh·U.ion, and Mr. Bell, Acting Dn"t!<!lor of the Budget Bureau, 
ar«• p~nt. As the Sceretar J' bas some ' 'ery important business, we 
will he11r fnun him first. \\'e will allow each witnl..,. I<> complete· 
hitc ;,tutemeut, ufter which any member of the commilWC m11y a.sk 
such questions ns he desires. 

First, we will include in the record at this point the House joint 
resolution. 

(Tho H oultC joint resolution referred to is os follows:) 
111. J. R N , U 7, 'l'41b Con~J, hl ~~ 

J O INT tU.:SOI.UTION lhtll:lna; • PPtOprl•tloll.t tor "'ll• f purpow1 

Hf'lfiiQ/rrd bll tlte N(·,.nl(: and iloNJJe of Ji~pff.CHtuthYI Of tM U~tlted :;•tater~ 
of llm('rit•" 1,. (:o.,.grtl_. •~_.ntlbiU, That in order to J)toteel lllltl to lltOmore tbe­
~nN'III Vfl'lfare. b7 U) 1•ruv~llng r('Jit:f from the 1\111'\l~lltrN!I aurtbUtRhk! to wJde­
~au•t••d UllftiiiiiiOJ'Iutnt and ('OOdltlons "-"!'Uittaur U~rtfro~n. (:!) rellevtn~e eco­
nocaak- taaulcltlJUJHttleiUt. (3) •lk-"Iatl.ng dl8trwe. aad/or ( _.) lma•roT'Inlt IIT'Io;t 
and ,H,rklnu '''<iudltlo~ there b1: beftby aPIJroa•rhttftl, ouc of anr mooer tn 
tbfo 1"1'8surr not otbt'1"W~ appropriated. to be lllM'\I In tbe di.._Tetlon a_Dd 
un.th•r tiH" dlrt~C·don of liM- 1-.resld("nt ln autb ~n~~nMr, •ntl for •ucb pu~ 
ontl/ur t<U("h Jlr'(lj~ thK".Iudin~:. hut not limiiE'd 10, Jilum t"leanUK'f·, rural 
bout~hl;t, rural f'le<'Crlfttallou, rf'fore~tlon. ~~ tf'Oidoo. bHIChlt"d lrft •n•t au1). 
twu,.hu•l bul41 n"t"lnmatkm. bnJU'O\"PnK11l o f tll'llnJ: roed I!I)'JIIemi and t'OdiQrue­
llou of ualloual highway-. I."NNd~IDJ[ ellwfnatlon. C'h llhtn Cou.8f'rO·aUon 
Cof"'..ll! work, and f1tl1f:r u~·tul .~edt'ntJ or uon·Jo'\>tk>ntl work) 8.1 llhlll be ada pr_ed 
10 til~ nt~'OfnJllb·hmeall ot Mny oue OT more of I he objt('l h'e~J tJ!Wifted In chtuae­
( 1), (:.!), t:'J.), or t"), to ht> hnmf"'llatelya\'1111able lltld 10 n!Jnllln a \·1'1111ble umll 

.hane ao. 10:11, I he IIUnl Of $-1.000,000.000, t~etb~r \\' llh lhf'llt'IIIIU'4 1~ ftmlhl ('f.ftlb­
ll~hl'tl tor Jtltl"' lt'ulnr n reabJ by IH'othtm.ntlon or the Prtlfllldem IJUrlltUUH 10 k"C· 
llvn Ill Cf) of lhe M:-riculnm•l Adj u!itment Act (but uny mnount~ thereof 
,ch u11 h1, nvnllllbl~ tor u~ o ul.)• for Ill@ :trCh ror which thQ tuntl wn~~: ~tllftb­
lll'ltL'tl) : nul ('n't.•cdlrUt $.'"100.000,000 In the ••ggrcg.uo of 4UJ.)' lijtv lnJC~ or unes. 

1 
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·~ 2 IUtl P.ROK~C\" ttEl .. rt!P Al'fiKOPRIAT10!f - , .... -
llell•led lmhiiH't:"~< In tundJt M tilt• ll t.>COU.Iill uC'tlun Phllllll'C ( 'VI'Ito()ra tlon: a nti 

not t.XC~t'("iiii\IC ll IOif&l nt s:J'i(),QOO,(I()O of IIIU~b UI .. 'Xfll··ndro.l llfllallet."' U t lw> 

Pmldfnl maT <k'olermloo arc- noc ""Cilllrt<d for Ote J•UI1~ for Whii:b il\t• 

lh«t.td. or t1w toU..-h~• AIIProori-IUoa-. uarue-t..": 'l'be •wroa~rlllt'on or 
~.000.000 t6r 0111Gnttl IJidULria1 rero,·~'T t"Ontatnftd Ia t~ t"oa:rcll 0.. 

lldrPr) Art. ~ )Hr 1«1:1. apt~I"''\'t'(l JUIM U1. 1033 US Sial.~ .. ): lbfo ·~ 

p.I'Oltrlatlot• (If $l.)OO.OOO.IJI•t for ~~ rtlltof aDd d'fll •·orb C(l!Uial~t 

In IIW llCt f&J)IJI"CU'I"'!I F(•IJruuy l:J, 1i):tl (4,3 8Uil. !\.i1) : tht II(!Jtroprlat l(ln 

of ta(I().UT!i.OOU for ' nu'rfttUt!f rt•llcf ;md pnbllf' work.-. tulil lim llJ)Ill'fl{lrhulon 
Of ~'\:.!il,A)(X),{)OO 10 tn£'1•1 IIW 1.'11lCfl{~l~·~ Ulltl llt'l'('~<llllt)' fl'lr N•ll••f In ~!lrh ·leen 111rrl· 

c-nlturMI 111'1'11>~. t_'(lltlnlltt ~l In ltt(• t:uwr&:•'lW)' AIIJ)rttl)rhltlon A••t. ft~111 }'l"tl1' l l'l:m, 
liiiii)NtV•'tl .hme Ut. 1001 (.afl; ~<tal. It).'):;) ami till.)' r(!Ulalndt"r C1f 1tl4" ur•obll;tatl~l 
aN)IM"f• n•fem<oil 10 Ia lif"'''tlou -1 (4 lhfl Jlf'C •t•'nnt'd ) l an.•Lt :u, 1(KI3 (-4.8 St•l. 

:!:). TIM> .. tt't'lk 1~,.. hrrt'inAIIrr ,.l .... f'l1 Ia tbfo l'~dt11l Jl.hall DOl llf' 

n.n.•lnlolotl • • lhaltl.nc ttlt- s:~l JIIO•'-"" eua~l di~Jon ~h..,l In blm 117 

lbl., JH~tlon. 
~1!0. 2 Tht' lll•llml•r1nllfon lnlltlt• luoreln ,.lulU 114' 11\'"flllablto fnr lN.• 11'1 che- Unltf'(l 

Sllll\'it nn•l It>< ·r1•rrllorl{•!l IUhl r~lmt•, lndudln.:- tiW l 'llllll!!llfle l.-<~hnlltt. 

'l'bl.' 1)''"" '''"'1!1 or t h<• lll' l vf 1-'('IJrutlry l it IO:H (-IS ~hll. :1-:u •· ••elnlh1J ''' •II II· 
abllllj' M tll•tllb t.'<lllllJt'IIIQUifJIIIIlld IIIC!tl('ft hl Mhlll l 111111l,f If) ttiO~ l"~~'fliii.IUJI t'N'l"'IYhll&' 

froeu lllf> Al'l'"'l'rittelflfl nuult hf'N'lll. to-r !i!•rrlcw reodf'rt'll n• t'lnploy;:u of lh4• 

Unltf'll Mt•1<'11.. 81:"nJriiJ • .,., nJmla lo ~lancrf' Wllb fitbtot1ul..,. ('!lllablll!bed b)' 
lbfo ,._,... .. k ••tt: ProrUI'I, 'RIIt J10 moth 4l( tbtt •WD ~In •PPf'OIJNI~I U I be 
t'nlt.,.l 141flll-. Em-p'flf....,.' c~-~~tloo t•;._....,.,._ . .,1th lht •IIProt"al ol t!Mt 
t"•rftii•I•IU, c---llnlll(nl ~11(1 ft>tll~ IQ lhe ~ar1 uC tbf 'l"''fotu,Ur)' -.til be 
uN'f>AAI\t)' ror U-.:• r"rmflnt cer ,:ueb t'flmt~'n"'lll•m Aod AllmlnbttiUIY"t Plr))l'n..~ 

l!hRII 114• I!M'l n~.idO In ll JI(I('C"lnl (UI\d tO l>t't lliiiiiiUllltf!rt'<l by lh(t {lollllmWion f1u• 

" 1Jd 1 p\ltiJORit"ff: !U)il 11lti•r Juuo 30. 1006. t u tb •t·M..~bt l run1l "hnll he uv:dlnblo 

ror tltc'fo(• pUrjl(let(!ll mum~tlty to ¥Ueh ;nnmmt~ eu• mu"' he ll"fii'"'•IA('tl l h('T'f!l'or In 

tiW" anuu•l Af1)mprlatl .. n AtiA. Tbe prorl,.klr•e of a«~ Jon 8100 or the: Re,·lteel 

Sr•uu..- (U. s. C. tUif, oil. ML<e. 3) allaH not •1"P11 to •ns J•ort:bA.~~e JUde or 
IM't"'W protUnod la a.tryltl% fMU the -proYWofu of thb tt1nt ......,.lllU. when the 

a~n •••~ amoctnt ln'fol¥"td I• 14"1'1! lban p-n, 
li~GC. 3.. In t-urryln:: 001 the pro-v-flrion• of lhl'!l jolol r...olutlon tbc' I"te!l1dtot 

mea.r C•• auflwni.IIC f!S t'lt"nflllutet~ l'or ~.nlntl'l lltf'nOJTllrhle n'1)1)rtlnat .tl('n"leH; 

f<lllt1lll'"" llrwl ('(J.IIIl>nM"nl: ptereh•.!§C 11011 t>XthiiiiiC0 o f lttw booll.._ l:lookll o f I'd~,.. 

('ll('l'• dll'l'<'IOrh.•if. J)f'r ifMiholt l.!l, IWWIS"(lii J)I!r* !Ill(( 11-rt'N el il"tflln~: lfltYCI expent~. 
h.cludlt•~t tb~ t!:t: t~nl!ltl of uttecuhmce 11t ml't•tlnp when 8J!~Celtloelllr u.utho rlaed: 

fflltitl •• t hr !liMit ot ~eurtornmeut aoo f'ltteo"''I~N:l; J)areh.n...-, opemtk>n. an(l 

mkl•tf'nant't' or h.Otor·~lletl ~~rrylo~ TThldH; (ltlntlng ud bind· 
t~; and 5UC'b 01-.- UJJtftllf'!o a• be ma7 dfttnnlne Qffttli!Ar)' 10 tJie &«<mpllda· 
mt'fll nf 1M ebjfocdTfoiJ of tbs- jOint rNOlallou; aDd (b) ll«"f'flC a tld •tllbe tJOrb 

TOiunutrt and nnltODIJ)t·nqtecl ~nkts. •flPOint, wltbocu l"ffl',ard to tbe p&"'\""1• 
•Jom M UK> ch·U'""""'l ... lawt. audl orftctnt and emp1a.f ...... •nd utmse ncb 

Ji"('l l l•r~•l nft .. •t~rs a nti {oflll'lo)l'<'!t. nnd, wltb t he eon~nl of t b e 8 lut.e. •ucb Stat" 
111111 IOMII fliUfi•rA ll tltl ('tnJ•Inyc,oc•' M may be n~nr)'. p~rlbo their aut hor• 
IIIH. dlllh"'l, rt"!<JMin<dhii iiiNI. emtJ tt'llUrt, llld, withou t TtCtlr<l tO UJG Ola lilll1fttu· 

IIOtl A1 I ••r 1()',!3, "--If nmf'tlliM. fts- tbe ('()rul)flnM~tlon of anr o~l'll nnd emplo)'t..,.. 

110 •llii\ColntNL 
~.-a. -4 In flllf7'Tlll• tiUI tbt proT"iAlODa of tblt jobn no«~haUon lbe P rtt;ldf'flt 

b: •ntttorl_.,..l, t6 JIDlia ._tnt ud ta wdt .. nMr u be ftodt •ltd ~bet 

•• ~,.,. to the f-didtnt and ftiOrdlnatfd fttlmlnlstntkln of the ~" 
~:c,.noiOIIllblto und~r tht. Joint l't!t!ll)latlon , to-

htl t~tt1hll~~ ~~nd prttecr lbc the dt~tle. and fUnctions or aov~r11meott1l a~n· 
<'It"! {lt!t•hullniC c:o f1ll)r ft ll&llll w ith corporat iC! atUUio rlt)' cmly •• 111mf'O,.ed by ll\(1 

l 'f'(o•lel""' "'"I wUJ1tn H141 *'CIJ)(t o r t hl1 Jt>h\l r(le(>Jutt(ln) : 
t h) J!tiJiu• •od pt'tW!'rlb~ fbt' datle. an(l hu~otllon!l of ILOY KOt>l!r nment.ul llgtl'l<')' 

(hK'tu•llnt • ('Orpl)rlltk+n): 
f .-) C'M~~~Uikbt~. rt'd!JIU1btatf'. •bolkb. or truster Ute fti.M'tlou and/or duUH 

~f. •"'-' lraiW'ftt tW ~ and/or Pf'r'IOn:Dtl of. an7 ~mmental •~7 
flftf'lt~~tllna a ~IIC'III): • .nd upoo I be ltand'H' to •notbtr l&'t'DtY aad/M 

~~ •hnllllon or au the nt!X'Uons aod dntiOJ ot a.nr ·~· tucb a~R":nt1 .t••ll 
I'Nilll~ tn elllll>l; 

(d) l·'nllttiOue. but nnt IMI')'tmd Jnn(} 30, 1().17, the termlnall~n o t the c-s l!lte-tlN' 
••f 1111)' tosl•tlnat JroVf!rnmf'rl tlll l~ite:oc-y (h~ludlng fl ('()l"ppr ttUori) tlesl~eniil('(l nlltl 
mUIIU''I I nuder thla llf't'll(m: •nd 

ft•) l)f.k'utto l.hfo 1~ ......... t•ouf6r'ed on hh'ft onder tlllJ: Joint f'ti!OiuUon to an.; 
f;(lfftpll:!f'DI.al lll.lt'QI'7 HIM"IDCIIna; a c:orporatloo). 

() 
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~~:c. tJ. In nr1',)'hlJII out tbr 1•rM b1IOna or t llll Joint rf!IOiullon 111" ,-.., • ...,.llk'tll 
IJI a u thorlM!d (••hllln t h fo Um.lt• Of the fll'l)1"01) r lal l06 IU.IIde lb &e<"':li:m 1)­

(a) To gu:ar..al~ luau• 10. or II&JIIlfttla 6!. oet"Cb' ladl\""lduals: 
fb) to auakf. crant. aod/or to.n• antVOr C!01Unu'1_.: and 

(~) be aaa1 abO ~1•1re. b7 JN"-iMoM or by tiM JlOWft" ot ftlllo.f'ut ciNaalll. 
•a) 1(!111 or p.ttliVQIIl JJroS)t"rtY or • ..., IDterfl!Sl tbtrf:la. aPtl IIEI(H"Oft, ....,...top. 
malntaln, ,-rrant, .. 11. ie:Me (w.lth or •llhoul tb(' ••rhlk>le ot c..an:-hltto-lnlf,, or 
uiiJf'rwt.e.l OIM!l(N!II• ut aU\)' ~uch proa~ert7 or luten't!l t bf'rtln: J·~. Thai lllt)' 

rt•L t•rove.r t)' or h•h~•'t~t 1.1~-ertln ai('QUI~I Mrcm ulcr 11ludt bo ~rvctl r\lr che 

J•UtJMIHll of t ht' f!l'llj~'("l or l)r(l.lt"C·hi tor w hicb it IM tlt'ltnlred and ~u111 nt)' t.l(t 
llk"IUdf'd whhlfl lilt' 1Uiret!(>M"4!'Cl l)(lrl loo of tbe J)U.blit (I(IUUIIU. 

Soo. G. Tbt- t•n'fl.ltteut IS aotborllit.od to pre.trlbe aut.it ruh.•• 111bd f'C'I"UI•Uoos 

•• ma1 be~...,...,. to CIIITf (lUI tb .. ,tolnl reeolulloea, ••td all)' Tioaalkln or •nr 

•lll('b naif' or Tf'C'Ulalloo a-n tlf' pauhbabJe b.r lee ot noc to u(ftd. J..l,(l(l() or 

la.r~t ror bOt 10 Ul"h'd two fftnJ. o r OOtb. 
l'tf;C. T. A ~rt of 1be oblla-ntlotli!l ~ umltr tbtAI a()proprlatlo• -.ll.all 

t~e auliniiHt"'l to ftfl• b or the nt>st thre-e rt''"'lar M..'Aiorltl of Cou_gn.··~ '"'-'flirt" U1e 

t 01h da•Y or Jat~unr.r. 
~1:0. S. Tbl~ Joint rC!l'lo1uton IUtl)' t)ij tl1~1 a~ t he " 1-:.nwrgM~c)· Ucll••f Al•tlro> 

t~rhlthm AM (J( 1~ ... 

'rhe CUAIR)IA:-:. Now, Mr. Sec~tar~·, if you "ill proc·t•(!d, Wt' wlll 
bo glad to hoar you. 

Sccretnr,r Mollm;xn LAU. Mr. <.:h oil·ulllll tuul Hh~111be~ of tlk c:um­
mittee, as 'tho 'l'rcll£lLrY is villllly t-oncernt'l.l with :wy />t't.g1'liiU in· 
,·oh·ing the Ia~ ex~nditu~ of !)Ublic fund~ I lua,·e X't'll /n·c~11• 
at all the eonftrtllCM held by tht President fc1r tht JHir~ (I fi.xinsr 

che amou:nt of funds to be f'Hil~ed of CongrHS for "'lif'f aucl 
reoo,·ery ot)frations during the pericxl beginnin~ F't-bruary I, 1{):14. 

ond ending J un(' 30, 1936. f t \\'Ia~ necessnry tH arh·e cnreful cmu•iri­
N tt tiun to the tnnount fixed for· tid:~ JHII'pOSt• will• t'l1!p E•<:t tu i t~ <>frl·<:t 
u~1' the Budget ond up·on tho OtJ\'t•rnmenL's ca·('d it, 

'f'he Uudgf!l for dH!- fiscal year Jf)3G !ihows n auu<·h impro\'{'(1 J.KJ'-"'i· 
tion O\-er the fl8aiJ year 1933. 1t i~ bcl.ievf"() tl11t the funi.l~ n"i"Jtl..,.h"'l 

for reconry and relief. a$ Rt forcb in thf' 10:w UndJ!t-1. ~·ill ~ 
auftieient to accompJUJ, tht purs~ !tt out in th~ J·~idf'm•., anmaal 
tnt'1S!'II~re. t am ~a.sonably certnin, in view o( tl•r fi\'Ornl•ll' n.-a~rcimt 
o f the bond IURrkct to the llud~t m~n~~, il1ut tlu.• fund ... l't"'l"JIIi~ll 

to fi n 111100 thii relit•( :md n.'CO\'(•n' JU'O~rum f•fln bl· •·;ti"4"(1 u/»m n•ll­

liiOntlble t4'1'1U~o witlmul int4'J'f(lrin~ with ChE' J"H'('M•ut un, .. kd ttl' (hi\'• 

~nunent se<-urit it.,.. 
E,·er,· S~tft'gu•nl "ill h .-. thn>~n •n•uml •llf• UJtt'JKiil'UI"W' ••f lhi..­

fund. • h 1 ... hn1;e._l it will nut bt nt'(..,,....•·an- lu nJwntl thf' f·ntil'f' 

ftluuunt. :nul I •·11n a~ur(' \ 'HII th•t no Ull),:.. will ~ Sfl'("nt than i.s 
1 1ec(~ .. t.\' tui,U:••fltnpli.::h tlu: pur)H.~t-4'~ intt•nth•d. ·ru llh• exu·ut tl~l-'l 
lm~illt>~ ccm 111HWfl tu unpt'U\1(1 tttul pt•cJple (II"' tok••n f rom tltC t'(•lt('( 

~~~~~ (or C'nt)IIU~ III('Ut, the I'I"'JUii"('IUl'lll of fund"' f01' n•Jie ( JlUI' JlOIK'Iil 

"ill be r<doHl<'<l . 
Tht! bet that _nop~nt~th·C)i of .t.hfo 'rrt"Uury !'"" h••re l~fow )·our 

•'Onnuitl~ iunu .. lunn U mfornwhon on till' JOIIIt ~·lnwm under 
wu~idention, •hould not be tlktn &! an indu:atiou that the T~•--ury 
i8 to admini~l<'r che fund. A» prt,·iolhly uplained. thi:! 0\!tntrt· 
ntl.!nt. is vitnlly interestl'd both from 1' bm1Jt~IIH,\' nm1 fin11 n~ing 
1duud poin. t. 11 nd i~; hero to ful'nish _you ~uch tn f•,rm~ation 1110 it lu•s. 
Jn~·far as tlu~ actual expeniliture of the l unclcc i~ c.'Onctrnctl, it. i11 not 
t>OS:Kible for me 10 gi,·e you dNail~l inform1tion a ooc to ~t and 'he 

r 1 --------~-------
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1>8rlirular projf'C.•till that will be in\·oh·ed in this Pr'Oil1'11Ul. 1110~. 
u yet, an:· unddtnnirttd. AdJniral PfOs)l~ will. 110"'f\'fr. furnish 
you_ IH~ o,f projeds which will bt ilhlStr''ll if't of thOSifl tla~""f.. of 
proJt"CC.'i -.·luC'h lrt" W be ~udted SO u to a~rtain thCIM' whirh will 
furnk,h thf' largtSl amount of dirett. f lllJ>Ioymrnt. 

A\Y.JUOE ASSf",\1, I!'Ml':II.Eft' L\"ft OS I"'TD~I\,..AIINO D'f'JJT 

I han• nnuther .. tllternf'nt with ~fton'n<:.• tu thf' •v('riiJ«! awnunl 
intt>n"~oot. rnh.• uu the iuterest-bearin~ debt. 

Tlu• ('IMIIUIAN, We will be gllld to ht-u itt Mr. St .. 'r('fltr-''· 
• &•t•n•lllry .Mono&~TII-'l'. 1'1u~ 8\'trngc IHlllU.•I int(•rl'!oot rille uo cltl' 

lhlf'I'N•I ·ht•nrlll~ cl{•bt un Jumuary l\1, l9:l:l, WU)( :l,4()7 Jk•l"("((lll j W)I(' I'US 

on IJ.'<'l'lul><•r :u, JD;S4, the O\'erage r"h~ wn.w 2.00 l"'f''('IIL, n rt•tlnc·tiuu 
of 0.4 17J.tt'I'C<·tiL Tl•e interest t."hargo nu .Juuunrj' 31, lOa:}. tuuoti!H('CI 
to $tl!)7,000.0UO. wh('l·eas on Dt.ocember :ll , 19:l4, i 1Hu•mut1'd lo $~~7.· 
OOO.OOU. Till' Jt'l'(~ cl<•l•t nn Jtl lltllll',\' l\ 1, 19:\:l, Wtl ... $:l())'Wlt.OOO,OOO,ttnil 
nn l 'k"<·,·•uh~·r aJ. 1!134, wn.-1 $28,41S.OOO.IXIO. 

If Clil' i"'(' l"ttj:tC IJIHIUttl rotc of 3.47JX'm'llt.OII J~anURI"\' lH, lt)!J!J.Iuul 
oontirtllt'd II\) lo cl•e pn_~nt time, the amount u( Ill(' .inn1111l int('l~l-t 
char~'\' wuu tl Cutlu• IJ(> approximateh· $952,00CM)()() in,..tud of the 
a('tnal f hAI'lft' of SS:.l1.000,000. or a ~'·inJ,:: of $12..~10CX),()()U Ill!'< a rt"Flllt 

of tht' m lu<'t ion in the a,·rragl• rate-. On lhc>ftmlx>r 31, JtJ33. with a 
jt"I'02'S tltbl of $2:3.RI.f.(O).OOO the anrnJ.-'1! annual ratt \\'Ill 3.:l00 JM'r­
ornt. U thi,. lattt r rate had rontinuM Ul) to the .,..,...,..nt tin~. lhe 
annual imf""t. thtfl.'"t today would be mt,OOO,OOO, or a ,..,·in~ of 
....... $9~.000,000. 

. \ tolatemi"nt rontajning this dua. beginning January 81. 1933. 
folio"~' : 

Pdli<O tldt till til 

, ............. Wtl 

'""'•'· Aa-1 AllniMI 

o..-.~ ....... ....... .. _ 
..... ...... . .... , .. .. 

"'' '"''"' ·•••ooo ................. . . . .. .1101.7 »,4114, ' :: .... .. •••••o•o++++++ ++O+OO+OOO+++ ..... 7 »,6114,1 . ... 
••••••• +40+000+0 +000000 0 0 ++0 

'll,w.• ID,tel, t ""' 
. ., 

....... ooo•••-0+00 '11,441. 2 II,Oin',t 11-.J l.Ul .. • ........... 0.040•-•o.• 21,a.\J. 4 ,., ... , ..... l.HI .. .... O+O+OoO+OoOoO_ ..... ..... , !ll,ltf. t 141.2 .... ..................... .. ........ ,.. ..... , ... , . ... ....... ....... , .... .... ....... lllCI t na,t ''" ....... ....... ,.., .... 
·-· .. ····-·-·· ........ .. ..... ,,,, .... 
......... ··- Zlr.to!LI ...... m.t ·-- -·-.. 4-+00 -- IUII'LI "fMt "'·' ... ...... __ .... --· ...... -· ... .. _ .... ___ , ...... .... .. .. . .. 

-.ua.a .... Ull .... 
-·~ ·-····-· ...... ...... ,. .... .... 

"·--· ..... ..... .... 
D , -.2 ....... .... .., 
21 ..... ·-· ..... .... 
w ..... --· -· ••• w ..... lt""' .... ·-71 ..... ..... .... . .. 
""""' It, ..... "' ' . .. 
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llr. Taar.a. Mr. &cmary1 the reduction in tb~ interw;-t rate iw due 
aln\0&1. encil"t'h• to lltf' oonhnutd d•ft.ation of businftlt ami Jack of 
dt.nl•nd for finds for bu§i neM ente.rJ>ri.ses. 
~retary lfOIIGE:.OTit_AU. I •m sorry, I do not a~ w-ith you at 

all. Q.ui1e tho contnry. the rtason for the reduction in tht int~rftl. 
rate i.a int.N'Ufd tonfidence in the. Gol'emmt-nt,. 

Mr. T•tuca. Jl'riC'b inc:,.urr.:l, but n« so much the ,·olumt. 
Stt-retary M()R(IESTUAU, The physical '·olume of bWiinf'R incn.ued. 
Mr. T•au. Not mueh. 'nu.~ .~St•tisLics of the Depftrtment. of Com· 

me~ indicate "" incn!ase in tbe price schedule- throughout the yur 
193-~ of approxinult('ly 10 pointli'.lmd •n increase in volurue Q( IIJlpro;c • 
imMifly l'i ()r G r.oint8. 

Secretary MnttOt:N•rnAu. J still mnint~tin Hutt tlte rt•l&liClu thf iut"'I'Ckt 
r11te '''Ntt down Mntl the prictiS of Go,•e.rnmt.•nt. bontls went. up WIUi 

t.hw to i he ronflclc•wo Llmt tlao irn-t•stinj( public had in Uac Om•c•·unh' nt . 
Mr. 'J'AnP.tt, Now 1 wnnt to ns k t\tute a lot of f)Uestions with refer· 

once to those funtfs which hu~ *' ready been uppropriated. Now, 
flo you C'lll'('l to llnliwer th('lll you~lf, or would you nth('r Mr. Uell 
or iWOuWOI\C from c1u~ BmiJ.t.:•t nurenu should a tll;we.r thNtd 

The- CuAut~AN. Mr. Utll is here for that purp<~St~ 
Mr. TAni'Jt. I mean (und,S alre•d:r appropri•ted. 
Th~ Cu.AIRXA"· \ 't'18; llnd J>ropoSed to be. reappropriated ht,..., 
llr. TAI~I'!It. Not only that. but otl1er funds of an e.ntrgtncy char· 

at1er that ha,·e bfrtn •t>Pror>riatt'(t I -.·anc. to go do-.·n tb~ 'line of 
the table u it •PPf•nJ m tbe T~asury-1.: staWnenL, and ~into that. 

Stoc-~tan MOitGD"TtiAt:. Mr. 0.11 hu a sut6Dt:nt oo that. and I 
think, after ht: hu l"t'td it. it n.lay answer !jll)lft$ of your quf't.tioM. 

Mr. TAAD. He would be the one to a.nswu the questiON then • 
rather than rou, on th•t !lubject t 

Stcretary )fC*()CN"THAV. Y (!16. 

~!r. TAnr.a. With rt"fertMt to the appropriaLions that are alrudy 
made. you \viii leave that di~~euss:ion to someone else! 

Secretary Moao~NTUAO. I do not quite understand that. 
~fr. TAor.w. J\B to the new fund.!-'~ or liS to tbe- desirability of np· 

pro1lriating OCher funds~ you llr'C ICR\'ing that. tO IIDIIINillt fl;ii(l {O 
Ju~;tify, r•ther tluan litleen(1ting to do it yourself. 

Secrtt~try MOIU1~.NTIIAU. Mny 1 ans-wer that! 
Mr. ' l'.uu<;tt, 1 under~'lood thnt you wt>ra here to talk on the (lrt'@tnt. 

oond it ions . 
~rt'tarv MoJtOt,NTHAU. ·rlmt is risrhL 
Mr. TM~f!JC. Out you '"' lea,'iu~ the just-ification nf the appro· 

priationil thi"ruooth·e.a to 80lll<·one else, or to $1C)IU0 other d£"f)&rtnwnt. 
S«rt-tarl'_ McJMOr.N"T1uu. No. eir. l feel this wa,, as to lhe n('f(l 

for fundtt, 'l tl\inlc tbat it adequ•tely taken e~re of tn the P~ident'• 
m .... ll"o 
Th~ C n41RMAS. You are leaving to .Admiral People~ the fXJ)Iana.· 

tion of th~ planJ under whith th~ f'xpt.nditul'fi will be madt for the 
reoo,·ery pnlf,!1"8n\ that is p~ribtd, and •hich wo bopt wUl bring 
it to a final ('Ofi.CIUiion. 

Secrelal")' MOI<l~.><n••v. Y.,. 

I"' 
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6 t)I£R01t:olCY Rf!UU APPROPRIATION 

Mr. T.ur.ll. \Vho is it proposed will haYt dir"fct. chuge of allotting 
tht fundi for th~ differt:nt. proje<'ts ~uttmJ)Iat~ t 

Secrecary MOilGIU\"TIU.U. As I undemand it, undtr the pr-esera 
~~ tho final 1pprovaJ of allotnlt:nt of funds for ~H!Cific pur· 
poMII b11 bfen with the President, and 1 unde.rsu.od thu t hr final 
1pproval under this joint resolution also will be with tho Pru~ident. 

Mr. TAILEI. 'Viii direct charge of tll~ allotme.ntt or funds be in 
tbe banta of Secretary IckO$ as head of the 1'. W. A ... i~ has 
b<en in tho paotl 

Scc:ret.ary Mooo:r.:NTtuo. I do not know. 
Mr. ·r .uu!R. Jt will be up 1.0 the P resident to IJ>etily th1\t later­

is that the progrlnt'l 1 
Secretary 'J\fOn<lES1'11.AU. It will be up lo the Prejoj.ident. 
Mr. 'f ARr.n. The1·c is nothing in tho nntnre of n set-up ll8 to how 

thnt. t~ lu•lllX" do•tc under this resolution! 
Secretary Moncmsnuo. There is nothing. 

SEJ'J) Or .\liOO!'T OF FUN06 RF.Qvurt'.IJ 

Mr. '.IinTIIIITO!'l. I hav& a few questions: Fil"ttt, if CongrfSB should 
rtautmbl& n('>xt. January, would we be able to get. alon~ with ont· 
half of this tmouot. in the interim 1 

S.Cretary MOOCUTIUU. I would oay not. 
Mr. T u.,...,..><. Why! 
Stc:n.tary MOROt-~'TitAV- neea~ what I he PTMident i• su·o~ng 

lo do iJ t.o tak~ three and a hall million I~J)It who are on rorlief 
roiiJ and put thtm t.o work. Now, in order to do tha~ tht"~· ha,·e 
tnlUl)' J)lans; engineers will haTe lo prcJ)Ife lbeir work, and con· 
tra.ete will ha ,.e to be Jet .. 

Mr. ·rm MJOTOS. TlwN' will not bto :mv t•untnwt~ unth•r thi .. p1"0j.'1"Um, 
will thN~f • 

' l ' lttl ('II A1MMAS. Th~ n'1-filution :-lM~ifit·a~lly Jll't.J\'itl,.,. IC'Ir oontrltt·ts, 
in the diecrt'lion of lh\' l'n~idt•ut. 

SL•l·n·tu•·~· Mmcm!~TII,\t'. If the J>rOgl'tnn it~ Co be " sm~ss, many 
plnns willllii\'U l O 00 1111\tle in ltd\'JIU('l', lilltl rul' dti~ l'l'tl )'of)ll It i,'lnC'C''S· 
biU'~' t hn l tlw (•uHn· 1t1H011JH lw nppt'Oiwioit"flllt. Hti~ titur. With unly 
hnft tlf lhe (undli t•rrl\'itlt'£11 lw (.•(mit pl11u ftU' unly Oll~· lutlf Of the 
J)roj.tl'lnu. Th1tl i~ my Jk~l'SOillll belief. 

)Jr. 'flttfll~l'". In '""'€'"' of che tt'('tntudon" i~ul'fl that th(' Oo,·rrn· 
uwnt ha .. lwn run ... • .. hmtly l'f'lliu,:. ""hat .-fft>d uhimllt("h' will chi" hru•e 
upon tltf' abilin· of thl· (i,wt>nuuern to Hbtaiu lundot. il " ' t' art to ha\'e 
•~h tn:'mert.loi ... nmount' im·f'"-t~ in tax"'t'Xl"mpt !iM"Urilit-.1 

&'t·l'\-tar\· lJ(l~tt,I:''TUAl. J (:au ooh· ~,. "'hat. I toaid in th~ J}l.f!e 
and a hall ju_ ... t ~'('ad. that in the Wec"k. followin~ lht t•reA:id('nt'a 
Uttcl#f'l mf"NJ:ft aod hi:.. annn:al ~~~...._,:.,'1' to Con~~ I he bond market 
~h~atlih• hnJ>mvc•d. 'llltorefore 1 w-ould sa,· lhtt the in,·sting J)Ublic 
rtf-,.rdN.I fa,·orabh• t he program aonou1ieed by thf: PresitlenL. I 
tlnnk that i'l the atid t~ of iL 

) c 

)I c 

r ' 
(J 

IK&.IIOENOY llWl!P APPBOPIUATION 7 

Mr. Tmnon•o:t. In other wonb.the weater the. O~n~rnmtnt!s de~t, 
or the more it. incredfil, 1he cbeapu the: rate of tntereu. thal w11l 
obtain. aL! S«retary MOil(lt:~TIIAU. So. Thue. we~ two important uunga 
conred bv th~ P~itlent'i lhtd,J!eL ~ in that. regard. OM wu 
that the OU<I~'tl, .. «Lll for ,..litf. •ould b. IJ&lan<od. and tho ....,.,d ""'I: that tJ\(1. ~timatNI t.lt'fic-it. for the fiSCal year 1930 it IM~ than for 
J{)3ti, ThOM' Wf'l'f thl' two nlQSt important points. financialh', ffi\'tred 
in hi·~~, Budget. tllNIIA'~· 1'htt, in 1:1y opinjoo. is w~at ll-''e t'he itw~· 
in&! JHiblic rt'~UN'"C't' •nd c:•wfiden~:e m the Anane.1aland RI'Cal pohcy 
of the l'••(•,..itlf'l•t ·~ JU'Of!rttm. • .• 

The flfAlii)IAS. 'l'h('n. L t11ke Jt. 11ndc>r tho~ <·<mdHIOilM. ytlll re~tard 
this nppropri1Hiou "" w('ll justifit:d1 
~·•'VtU\' Mmf•1tS1'1lMJ. Yes, rnr, 
~[t•, llAtV,s. Whe-n y4111 toR,\' thnt tho Uudge• i~ bnl:uH.•t•d ~·:<~:c·••pt *'~ to 

l'(llit\(, 11(1('811(ilthnt 14'11\'£' out of consid('l':ltion lhe :r-um of c•1pht Ol' 111110 
hun•ln.'fl milli••n clulltll'*" (ot• thf' ,.,in l,in~ hmd fo1· the 1mlihc ch•bt f 

i\fr. Or.u ... y,.lt, .~<ir : 1111 tiiiiUIIllt ur $G:lG.OOO.OOO. T I(! point i~ t1u't 
thf'n• wi ll l>t~ no in•·n~A~ in tlw publie flt>bt on ~ac.-eouut nr th(' normnl 
OJ'Iol'rt'lt ions or th! Oov('I'IHUNlt. 

IJN't:..'CI"C:SDt·n ft.U.AS(."t)l OF \I'I'KOI'II.\TlOSS t'JR J!Jotr .. OF.l'"t"T PtfRI'OfJrA 

:\Lr. Tu:r.a. 'rht~ *~ ..-m un,.xpended balanct-4 of approplia· 
rion .. lluU hut- btf.n madf' in one wa\" or anothtr for tmtr,:ttnty 
pur~. tntalinu approximatf'ly $5.700.000.000. Is tbet. corrfcl.t 

Mr. flr.u.. 11.at , .. rit!ltt; but a larg6 part of those fun<b are 
oblipttd. 

Mr. T.,IWI. Y()u art JltO~ng here how n\uch uew moneyt 
~Ir. Rt:u .. Jo .. nur bilhon dollars. 
Mr. T.Ann. Tilt"~ l'f'!it of it i~ n"presented by re..approprialions of 

110111e furulc that ha,·fi nlrt'ady ~n appropri*ted. 
Mr. B1:u ... Thnt. it right. 
)Jr. T ,\llt-.Jt, Within whnt time do _you expeec. th,is $3,700,000,000 

and !;;4 000000.000 which you arc a&kmg for here w11J be ax~ndcdt 
M~. he1.;, , 'J'h<' lludget shows that for reoovo.r,v and relief for l~ul 

fise111 YNII' 1 0~:.1. tho 1wc-;;;cnt. fiscAl year, it is esbmat.ed t.hnt. we wJII 
5J:H.•Iul $!i.2UO.ooul)()()· 1md fnr the fiscal year 1936, $4,582,000,000. 

Mr. TAtHUf. ' l'hnt. '" the om.ount you !lt:o going to expend, Of pial!• 
ninJ.[ to upend, nnd lhere 1~ an addtbonaJ $3)000,000,000 111 th11 
fiscol ye11r t 

Mr. Br.u .. Yc.'fil, t1ir; f()r- tha last G months o·r this R~al ye11rt b11t 
tbat. •m<mnt i.8 included ln the $5.260.000,000 just. mentaonad. 

Mr-. 'fM~PJC. For that purpoee1 
~tr-. Ow .. Ye•, f: ir. . 
Mr. ·r.M.Jt. Thtt would mean, if ~be program_~ along,'!' add a· 

tioo to the public d•b~ or approxunately ~,000,000,000 thll , ... 
be,·ond what. "A'e now ha,-e. 

1\lr. J)tJ.I. Approximately $4,000.000.000 for the ontiro &-1 ;roar 

~~~. T .. o. IL means an addition to lh6 publie debt in tho &-1 
year of how much 1 

Mr. UEU. Abou~ $4,000,000,000 for 19315. 
10t1N II 2 
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~lr. T•a"'- I take it thac you a .-. plllllDing lA> Ulltn<l in the &cAl 
y .. r 1936 ond in tho fistol yeor 19~ opprox:rmacdy 7 billion dollon 
lor tmtrgeoc:y purpot;eS. 

Mr. BllLL- In 1035! 
Mr. T•ttu . For cho b•l•n~ of 1035, $3,000,000,000; and lor 1936, 

1M 000,000,000. That on\OunCJ! to $7,000,000,000. 
~Jr. Br..t.t .. That is ri~ltt.. for 18 monthS~ bogioning .Jnmllli"Y l , lUll5. 
Mr. TA~tP.Jt. \Vith th,, uwm'l' th11t hu nl1"t'11dy bC-en appnll)riotcd, 

you will ha\'e $9,700,000,000 ;.,,Miloblc over tlto~ 2 yel\r8. And t1u•t 
liH~tUUJ that. at the eud or 11)36, a y('IJr IUHI ft half ahead of us, thtre 
will be of · Uu!se funds. aN<Onlin~ tu your estimatts at. this time, 
$1l.i00.000,000 doe!~ it not! 

~lr. BElL- That i,; riJ:hl, buc • 1••1"' l*rt is alreody oblij,'ll«l and 
fur"l.Mm1ore a large tiUnt il'i c.lt'finit t-h• tanntri::t'd, such •• for tl'e 
Apicuhural Adju~tnu•nt A•lmin i!'>-lrat'ion. •nd •llocat.d f·undoJ of lh~ 
R. F. C. 

Mr. TAar.a. UneXJ:K"nded. 
Mr. OuYF.a. Dut nuL n~rily unobligated. 

o\J){)ITIC)NAI, TA:\U NCJT 00!'-'TEVPLATFJ) 

Mr. TAD~R. I llPJlr<'('irtt4• thnt. Nuw. Mr. Secl'ett~ry, let mu ask 
VUU tbi8 questiOn : £s llllythillJt ('HIIh' IHJ>)Oted in the Ullt ll l'(~ ol n t tt:C tA) 

iu('(!t.. t his $7.ooo,ooo,ooot 
~N"t.&ry M o nG&X'I'fiA U. The ttlu;wet· to thnt is" no." 
The Cu.Auoux. Ptrhar~ tht'rt' will be a renewal o f taxH now in , . .....,. 
Mr. T.A.hfll. I mean ne•· tatts. 
Seerttarv llo.cL,"'TIIAO. No nrw t.a.x~. but the Pltiid~nt hu askfd 

that th~ laxes whic-h upiff' in J uM and J uly bf esttndtd or 
renewed. 

Mr. TAna. \Vllttt elfeet wi ll th i .. ndditional $7.000,000,000 of bonds 
h11 \'0 mt tltc bond nmrket 1 

s~cl't!tl'lty M oRGENTIIAU. I t.hink the public htlS ~IIUIW('rt'{l tlult thiJil 
plu~t wctk. T hnt. is the only Athswtr. They hud t he progrtun in t~hc 
~rt"fttf:fi.t detni.l in d1~ p ,"('!i01dC*nt.1M Uudgcot. u•~~c. The1y hatl the 
l:;r('8idtnt's meS!'IIge, which W4'nL into ~reate.r detftil than any l)ud~t 
1urssaS!e thttt had gout in tcJ theru ~(ow~ thtv han~ ha1l t inle to tttUd)' 
it : tbt~' ha\'t' been kind enous;!h Co YV t hat 'it was the rnQII!I dMail('lll 
Uud,._re-i, that. wu enor !iiubmiued, •nd iht'ir sn$\l·rr, in tfl'eet: .. has btt:n, 
• \\' t will take mo~ Oonmmtnt borKL~.., 

The Cn.u.Dt.A.X. In othtr • ·onk i f the Bud~t mMiage wu to han. 
had any t.llt!d. on the bond rnarkt•t. it ha.o: already bl!en fttlec:ttd1 

Stcretary Moacl!-snu.l.'". If thr reaoption bad not. bH:n favorable, 
you would ha\'e hatl the renctivn then Inti not aftu•·arc:l.i. 

Mr. BAO..lX . Does the Tre~~>ourv·• .bllt4'ment show how IIlii\)' Gov-
trnuutut. b01His a1·e hrld by 1J11nk; 1uul how muny by indivithu,lgf 
~h. llt:U .. Xo, Mir; it •lnett not tthow thnt. 
Mr. B~~.oos. Du you hu,·e ur~ fl gun.•..o: tlu1t:.how thRt.f 
Se<-ret.arv Mo~:«.n~sTu,,u, Wr hll''i' figures on thar. 'l'hc Comp 4 

u·oUer's pfe,·ious call- 1i0t the one on the 31~1, but. the pn.wiou.s 

) 

l 

r ' ' .. 

!I 

on...,...wtont huo an analph. and brHik-down o f that infonuation for 
tht fintt t imto. ·n lat iu fonnat ion Ui anilabl~. I 1hin.k it ba.i bHn 
p11bli.J1M.I. 

Mr. 1\a~OLO. I n the hearing't on the ~l'rta~ury Departm~nt • J>pro­
fJ rilltiun bill )"Oil will find thtH in fornuuion ~t €or1b prt>tty ntuch in 
\INni I. 

LN. rup u~k you thi~ CJ IIt-~timl: ' Vha't WIIJII the aunouut nf the nlloc_·a.· 
tiuu of IJcHidl<i, i ll t iJ(' l ll-l"1 firiiiiWi n~, wit h I'Cft'I'E'riCe to th~• Jiillb­
:-t'l'if•tiOH!lf 

!-4"<'rt'(lr\• MowGJJSTIIAU. Or\ tht> lonJ,t: h•rru. i f 1 remembc•r ror· 
n"i·tlr. the '11 llut u~ul " 'b arnund I8 JK'm'llt. o f ~1.1 bsc.riptions in exoetlit 
uf $iO.OOO. and on th~ shon tf'rm, 14 pt-r•<·•ut; that. is. the- m•n who 
,.niN"ribC"d for f;tOO.OOO in bond~ "'"~ alloUf'd $18.000. That wu 
for t hf' lor•~ ttrm. and i! he ~ubr-rribrd for $100.000 of :;hon4 terrn 
oblil(liCiOtl> lo• WJC $14.000. 

) Jr. Tll t'IC!ii'n)S. In ,. j~w or the- UIHblUAily lu.•"vy up~nc.liturt'8. do 
~·uu (t:'(l l thu ~ tlw Oovenunent !ihflnld mat~e·ulll,· 11 ntl ~harply incn.•ailC 
ent'ftlltt• 1111d 1nlwritant..-e tsax~. 

S.~·l>t'lilrV MokUF.l"TIL\V, Shall I eaiUowt•r thnl. on tlw n•e<')rd ? 
,\l r. ' l' u UnmJx. I thin I.: th~ pubUr i,r (' lllit lt•cl to know tht' po"hion• 

nf tlw 'Prt•lli"Uf')' un this \'ery iluJ)()I'Iilnt. qut~t-tiou, 
St"C'rt>luy M0H<:&xT~U. 1 arn llfrf(l{'tly willi11g td tt iiSWt•a-, but thteo­

lJilf~t iunli arc• uMaaUy taken up btfol't~ "' difl't~n:·nt t"'mmitt("t. 'nle 
pmition that the Treasury DtpanrnttH hao( lakt·n. slnC't' I hn·f' befn 
thfrt". ill thaL wt- never recommend form!J of ntw taxes. If Cons;nr. 
•'-ki. uoot ho•· <lift' trent kinds of tax~ • •ill OJlfnlt'. or how auuch ""''f'nue 
rht\' will rai.!"f. we furnish it aU thf' infomtalion th•t is •nilable to 
tht'·rn.~ur,•. Howe,·er. we nt\'tr ~mtrnd ntw forms of taxation. 

lfr. 'WOOJJtiOU. You takt tht po!ithon that whatenr ty~ of taxes 
.. Jumld l;t levied ill• m"tter pwuli~arly within the provin~~ of tlu> ltogit· 
IRth•l' bl'llnth 1 • 

:WC•·ttary M oMf:F:STHAU. Tlt11t i1o.lll\ uthh'l'l"tlltHiing, and~~~ lt•ng I& 
T ••m Set•rttn •·y o f the "l'rensury 1 wi11~tlllu•rt• H• tlutt po1ic:y4 

i\lt•. 'l'umu~···o;ooo , \Vhatdicl yo~• m('eut l•y the t- tiHement 11 nHmwnt n,:;o 
with l'<' fN'l' llct" hl JOOme e.xh•nNions ol tiXt't'l uuw l.K•ieag n~lf You 
un• iuCt•n. ... tA.>d in tJJat, ar-e you noc t 

SN-t•Nftry MOHtiJ!.~TIIAU. Tht chllil'tnllll r•ttiM"tl that J>Oiut. lit• made 
that ~up:,..'t't-Cion 1nd J foUow~l hi~ lt1d •• lL l'llm~ from h~m. 

Mr. TtnrL~x. So th.,T'f' •~ no ddhHtf pr.•JXNI IQOkmg lo an 
intn-ailltl of inromt and inhf'ritarK""' IU~ t 

Sf.Mottaf\' Moeo~:o.'TJL\U. So lonl! ... 1 am Stocn-tar'' of tl.t-e TrN .. 
ur't', I wilf not ~nu1-.entl to Con~ an\' nt'w fonu of tu~ but 
"·IW.n calltd upon for infom1.a1i.-_,n. _.,·trybocl~· in the 'frea .. ury l)e.. 

J:MtMmtnt i.lf at the ~n·ice uf Con,:~ to a•h·i!'of' 11\tom as tu how much 
rf'\t•run• ('I ll bf' rliS«I f-rom tbt~ kuul or CI:Cl"'l tht)' want 4 

·r h(\ CttAitUIA~. h U! I'll tllltll4•r uf pnli•·.v rur (~un~nss lO I"'(",Oeribe 
wh11t cue~ they want. 

Src·rNory AfoMOI'lSTBAU. Yt-s, sir. 
The C u .uHM AS. J think yuUtll'r t'Orrt"l"t iu tluH. 
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llr. WOOilllu<. I would like al ll>is point-&nd I ll>inl< i~ iJ a p­

propc.liJ lhi.s di...,as«ion-to read section 205 of the Budget Act: 
So ttotl .. te or rtq\H'W4. ror aa appropriaUon aocl ao rtqUHt for aa lnt'rftM 

In •• ltt"m ot • ..., t1Xb ~te Of' req-aest. aDd oo rt('OalaM'tHIIII• u 10 bow 
tbt< n-'l'tDIM:" r~ or 1tM1 Oo .. tH'mant &bouk1 be met. ahaU M aubmlued to Ooo­
'""'"'or an.t t•ouuallt~ therl'Of bt an,. oflker or tmploffl of IIIJ' dC'PI'rttWot 01' 
uolahll•hn\fflt, unlf!@l!l a t abe H'QU~t or f>iltlft' IIOoll:ie of ConJTf'!lll, 

So you reully hoYe no authol'ity co mnke ~uch n recomm<-:ndation. 
SM•t'(•f!ary Mott<n:NTH-' 11· So I w~ts ndvised \f htn T went into oiJk-e, 

ctnd l hn\'e lived Ul) to it. 
) l r. '1',\ llt'Jt. Whnt is your or,inion on tl•nt suhjt-et? 
~'4'1'\'lu a·y )foum:~·•u,\0. f < u not lutn~ nny. 

Mr. 'I'MII;JI. l luw long do yc1n expect we wi ll •·uu tlf'fh~ it .. of $-1,000 ... 
4100.000! 
~N'r'4'• nry MP•;ut!l"TIUU. 1 tun unfthle to flll "\\C'I' tlwt ' 1'14'"-l iuu. 
~l r. (),_.. , , u. With the 1"'('("0\·c·n· in buJOil~ .... nf rour'4\ thN'V w1ll ben 

lnr~·r l'<•turn fruln t ht' pre..~nt g,~('m of taxation. 
~"t·rNAr\· ).If t."(n:STII \U, I tltlnk HH" P I"('!!iil.-m m1dc it l)(•rft.••nh• 

d4'ar lluu ',. .. hlll'il~.l§ im·rta.ses emplo~uwm. hf'. will dtocrtoa-.c• th~ 
t>t»tndin~ uf mont\· for relief. 

·rhr ('u \I all \S: Jn Othfr word.s., 810 J)ri\·fttf' Nlttrpri"-• tnk .... th~ 
,,.,,,,('ofT tht• (ioHrnrnC"nt':. relief roll. thes.> tXptnt1ituf1'"ool will tlituin· 
l .. h. 11lnt • 1ll ~ chto mmlt as bu~il)b:, inerMt~. and. of cout"f'. it ) 
rmn· "''' IK· ltt'('("oo....an· to ~1wnd all of this man .. y. 

Sir. TAYUlK. ·rhe Pr~i()(l'nt in hi' •n~~e t aicl ht \\••• in ft~,·or 
or J)ll\' ill): IO\\t'f \UJ..'t~ than pri,·nte indu<;HY for the JIUrJ'M)t.C of 
imlu('iutt tht•m tt• J..'O otr the Conrnm~nl's pny •·oll nml iuto the 
('lll)lloy uf ru·h·••te enterprise. 

~lr. Ouu'Jt. A~ hu.sint'SS impnH .. s. there will be l~arge•· n:turu~ in 
the Wtl,Y Of tfiX('I!i , 

~l'C I'ttOI'y M o ttOKN'I' IIAIJ'. Y ~, s i r . 
Tho ('11,\1 11' 1.\ S. Fa·om 111xt•~ u t>W impn:;NI1 
S..-t1'C I11r~· M ottOENT1lAO. Y cs, slr. 

A~OUST A\'\II.AI!UI f(Jit m :JJJ:F E..Xrt:XIU1"l' llf'JI 1'1.1!1(',\1• Yr,Mt8 1133 ANI) 
Hill~ 

Mr. Wouottul. Mr. Taber tlskOO 11 question •ucl t do nol. know 
wheth<'r you ur l l r. UeU answered it, indicatin~ t h11l you ha,·e a\"llil· 
lllblt for ftlit"f durinA the remainder of thto fi:§t'al y('ar 11}3.5 and fo r 
the fuol ytar l!tJG about. $9.700,000.000. I t hink that. -.·a, tilt fi,rure . 
.t\JJ 1 und('hotand it. you ha,·e available for txptnditure for t he rt· 
tuaindtr or the ti~··· \"far 1935 and for the fiM1ll ytar 10!~6 t he total 
l'UIU of Stl.700I,IOO.(X)O; aod the present. estimale of the amount. moedetl 
il $7,non.ooo.ooo. ,;o that. at. tbe tnd of 1936 there would be rtmaining 
of thl&l lund $2.700.000.000. Now, you did 11ot mean to conunit tM 
JH'01:r•m of Ill(' l'~ident or of the. Adminiiitntion to the faet that 
)Oil will hnve that amotmt of money rema.ining, b«.au.§e it. may be 
n~"ry t o exl..end it, and i! required, it will be used. 

Mr. lh 1.1 .. T ,._. $!t.iOO.tK:iO,ooo inchult~ .uuhorizut ions hy Congress 
fOI' Ji lk\l•ilil' rmrltO.!'t'f!t !:oUCh liS the .\ gricultuml Adju~llllt:llt Achniu· 
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Honorable Guy T. Helvering, 
Commissioner o! I nternal Revenue , 
Waahington, D. C. 

133 

January 21, 19~5. 

Re: United States v. Dan w. Jonea, et al. 
(Universal Aviation Corporation.) 

81r: 

Reference ia made to your l e tter o! June 1, 1934 
(GC:P:TCU 275258), and supplemental correspondence proposing 
cr1.111inal proceed.1ngs ag.ainst Halsey Dunwoody, Dan w. J onoa, 
and others 1n connection with the all eged evasion o! 1noeae 
taxea ot Uni versal Aviation Corporati on tor the per iod Janu­
ary 1 to August 1, 1929. On June 20, 1934, t wo 1ndictmenta 
were returned i n t he District Court ot the United States tor 
the Eastern District ot Uissouri. 

The first i ndi ct ment charged Halsey Dunwoody and 
George B. Schierberg with willful attempt to defeat and evade 
t he income taxes ot the Universal Aviation Corporati on tor the 
period stated, 1n violation or Section 146 (b) ot the Revenue 
Act ot 1928. The second indictment charged Dan w. J ones, Halaey 
Dunwoody, George B. Sch1erberg, Grahalll B. Grosvenor, A .• 0 . 
Cushny, Frederick J. Xing , William Dewey Loucks and Alex H. 
Beard with conspiracy to defeat and evade the tax o! Univeraal 
Aviation Corporation tor aaid period and conap1raoy to defraud 
the United States. The defendants demurred to the conapiraoy 
i ndictaent, and on or about October 25, 1934, Judge Faria over­
ruled the demurrers. The case was thereupon set tor trial Jan­
uary 21, 1935. Upon the applicat ion, however, ot the detendanta 
the Court continued the case and reset it for February 18 , 19~5 , 
baai ng hie acti on prinoipally upon the tact that one at the prin­
cipal attorneys was confined to a hoapital. 

Under date ot J anuary 9 , 1935, Mr. R. s. Pruit t, Vice 
Preaident (and General Counsel) ot The Aviation Corporation, 
euba1tted to th1e Department an otter ot settlement, together 

Regraded Unclassified 



. -

!~4 

~1th a check tor $349,532.34. Enclosed is a photoetatio copy 
ot Yr. Pruitt's l etter. rrom this i t will be observed that 
the amount tendered is the uount o! t he 11abi.l1ty o! The 
Aviation Coryoration as transferee, 1nclud1ng the additional 
tax !or 1929, as adjusted, together with 50 per cent penalty 
and interest. It will be noted that Mr. Pruitt 's l etter pro­
vides that any error 1n computation ln favor either o! the 
Government or the taxpayer will be adjusted. 

The check which accompanied Kr. Pru1tt 1e letter is 
being retained in th1a Department pending action upon the 
offer. such check was drawn by The Riggs National Bank o! 
this city to the order o! Yr. Pruitt as Vlce Presi dent o! The 
Aviation Corporaion but wae not endorsed by hia. 

J4r. Pru1 t t tenders the amount involved 1J.n full 
settlement of sald alleged tax 11abil1ty, upon the understand­
ing that you will receive the same in such tull settlement and 
at once dismiss the indictments heretofore handed down in con­
nection with said transaction, in the D1etr1ct Court of the 
United States tor the Eastern District of Missouri, and take 
no further proceedings, cri minal or civil, against any party 
or interest.• 

There have been numerous ' conferencee at the request 
ot the defendants With the Attorney General and other repre­
sentatives or th1B Department and with represent atives or 
your Bureau. In t hese conferences the attorneys tor the de­
fendants have urged as t;rounds tor a settlement or the case 
that there was no criminal intent to evade taxes, but a genu­
ine belie! on t he part or the a t torney (Kr. Loucks) that the 
steps taken were legal and proper, and that he d i d not per­
sonally benefit by the same; that the other defendants f ollowed 
such advice given them in good faith; that it was competent 
and legal to rescind t he original arrangement or Kay 17 , 1929, 
and to enter i nto an option agreement whereby the Aviation 
Corporation would have the option ot purchasing !rom Universal 
Aviation Corporation the Fokker stock involved; that such being 
the case no additional tax accrued; t hat 1! there wa s an addi­
tional tax because the transaction tell short o! the legal re­
quirements , there was no fraud and the !acts were tully dle­
oloeed, and consequently the assessment or the additi onal tax 
1e barred; that the Aviation Corporat i on ia not l1able aa a 
transferee and there is no one else !rom whoa collection could 
be made; and 1! the Aviation Corporation is liable as trans­
feree 1t is liable only tor the additional ~ and interest 
without the 50 per cent penalty • 
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This Department deaires to have your recommendation 
as t o the action which should be taken upon the offer in ooa­
promiee. It will be apprec1ated, therefore, if you will sub­
mi t a recommendati on at as early a date as possible 1n order 
tha t appropriate coneideration may be gi ven thereto at such 
t1me ae not to interfere with the continued preparation of 
t he case for trial on February 18, 1935, 1n the event that it 
1s to go to tria l on that date. 

Enc. 396672 

Respectfully, 

For the Attorney General, 

FRANK J . WIDEWAN, 
Aesietept Attorney General. 
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B.JI.Jr: 

Hello - Jrnoke 

Yea. 

This is Yr. Morgenthau. 

Good morning Mr. Secretary. 

137 

HaYe you heard what theytye done with the last t !l.,ooo,ooo. 
lfot yet - no. 

Well who's going to call them up? 

calling now. 

Well When? 

Within the next 15 minutes. 

Well I•· ... got t o go on the Bill - I want to know. 

Alright then I•ll see that we get it before then. 

I'd go ahead and call him. 

Yes - alright I'll do that . 

Now are you going to talk to him? 

Yes. 

Alright when you talk to h1a - hello 

Yes . 

Ask him i f he's got any message for me about the 
Island of St. Pierre. 

Alright sir. 

You know about that? 

I know. 

What? 

I know about it - yes. 

Wel l you ask him it he' s got any message for me about 
the Island of St. Pierre. 

Yes - alright I'll let you know 1n a few ainutes. 

Alriebt. JllDU&r)' 21, 1935 - lloD4&7. Regraded Unclassified 
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CORRESPONDENCE 
CONFIDENTIAL FILES 

J . E. Crane __ 

FEDERAL RCSEAVE BANK 
OF NEW YORK 

OATE_January 22, 1936. 

sua~~cn ELEPBONE CONVERSATION WITH 

Wit. CARIGUEL OF THE BANK OF FRANCE. 

I telephoned t o Mr. Cariguel at the Bank of France about 9zl5 

a. m. today to ask him about the exchange market . He said that t he 

dollar market in Paris was steady, that they had sold for us so far 

today about $2, 110, 000 and that the only other import ant sellers of 

dollars in the market were Lazar d (Paris) who had done about $61 000 , 000 

and the Guaranty who had sold around $1, 000 , 000. The Chase, Mr. Cariguel 

said, was doing nothing. He gave me the latest rate as 15.20 1/2 (6 . 5768). 

Mr. Cariguel also told me that he had transmit ted to Governor Tannery 

t he message which I had given him yesterday aft ernoon from the Secret ary 

of the Treasury regarding St. Pierre . 

JEC :IQIC 
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Bell tole me yester do.y t~the got instructions f r om Tugwell t~ sene over 67 mi lli on dol lars t ha t had been earma rked for hi m &nd which t he Pr esident had held back . I argued with myself all Qt.Y whe t her I should do mything about i t c.nd finally dec i ded t~t I wo Uld . I c;..lled t he Pr esident ostensibly on silver . Told him t hll t J&pc.n wanted t o know i f we wi shed t o buy their newly mined s ilver and what 'Ill S'lould do . The Pr esident s a id , "do nothing . Confine your purchr.s es to Nor t h a nd Sout h 
~'ller ica" . 

I then sald t o the ? resident, " I unders t<lnd t ha t you are giving Tugwell the balc.nce of t he 67 mi lli on collars ear m&rked for him" . The Pr esident immedi a t e l y on the def ensi ve said , " if I shoUld not have gtven it to him '<lhy did Bell send it over?" He then &ot r;;.ther nasty ubout Bell which was ver y unfair, as l ut er in t he evenin~t I 3ud learned that Bell h&d called up Mc i n t yre and told him to warn tne Pres ident not t o s i gn t he o.ut hor i zation . Tne President said, "I have signed it . V:h:it can I do about it?" I said , " I oo not !mow but lJ.S I unders t a nd it you wer e no t golng to llllot any more :noney unt il you had onother :neetint; with Hopkins ... nc Icttes . I can assure you tho.t :lo,>ttins ;..nd Ickes are going t o be sore . " Be sai d , "well Rex t ells me he needs the money " l!nd I sald , " ne h&s har dly spent uny t ru.t you ha ve al r eudy given him c.nd you a r c going to need t his noney budly for r eli ef befor e J Uly 1. 11 Toe !'resident sai d , " I l'iill tell you what you do . Have Bell write c. l e t t er" 1By dir ection of the President ' instructing Tugwell t h« t ne cannot obligat e u single cent of t his money unless it i s passed on by toe Bud ge t . " I sai d , "ul l riBht" . 

This is so typi cal of the Pr esid ent. He assured me <.nd Hl.&rry Hopkins t nut he would not &!lot " ny more money un t il Yle h&d a nother meeti ng . I understa nd c.. couple of weeks ugo he ~tllotted Hopkins oil:05, 000 , 000 secr etly. Next Tugwell appea ls t o him dir­ectly ~.ond he gives him what he wants . The r e sUlt i s that everybody is ~ngry '-na frothing c.t t!le :nouth . Then when I dr a" his t.ttent i on to it , insteud of doing t he straightfor war d t hing and cancelling Tugwell ' s <.uthoriz:.tlon which coUld rot have yet r eac hed him, he double cr osses Tugwell by t elling me t o tell Bell t ho t U'ugwell can­not ht.ve one c ent until t he buiget~sses on it . Thi s ma es <~ com­plete cir cle and eve~cy wi l l be ~re and nobody will be sa tisfied. 
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COPY FOR SECRETARY KORGENTHAO 

•F£0EAAL RK'SEfltVIt 8ANK 
OF N EW YORK 

E CORRESPONDENCE 

b_C:ONI?I OEHTIAL FILES 

J . E. C.n,ne, ___ _ 

DATE January 23, 1935. 

SUBJECT'-f-BI.BPBON&-COKVERS~ON Wir.H_ 
MR. CABIGUEL_OF_THE_BANK OF F.R.UICE. 

Mr . Cariguel of t he Bank of France telephoned at 12: 45 p. m. 

today to report that he had sold a t otal of t3, 500 , 000 for our account 

a t an average rat e of 15. 2118 (6.5738498). He added that the Guaranty 

Trust Company had sold t9,ooo, ooo, Lazard (Paris) $2 , 000, 000 and the 

National City Bank of New York $1, 500 , 000 . This made a total in t he 

Paris market today, he said, of $16 , 000, 000 and indicated a very stro.ng 

demand for dollars . The market closed at 15.21 (6 .57462195), 

Mr. Cariguel added . 

JEC:KKC 

... 
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FEDERAL R£S£RV£ BANK 
M NEW YORK 

CE CORRES PONDENCE 

CONFIDENTIAL PILES 

J , !.. .cr .. an..._.._e _ _ _ 

DATT January 25, 193.5. 

SUBJECT: TEI.EP.HON.E COJI'lER5ATION WITH 

MR. CARIGUEL-OF THE-BANK OF FRANCE. 

I telephoned ~o Mr. Cariguel at the Bank of France at 

9:15 a. m. today to inquire what he had done in the exchange market 

for us . He told me that the market was quieta.- but that dollars wer e 

still in strong demand and that he had sold so far $2, 1151 000. I asked 

him whether any of the banks were operating in the exchange market and 

he said that the Guaranty Trust Company had sold $5, 0001 000 and Lazard 

(Paris) $21 6001 000. The current rate for dollars in the Paris market , 

Mr. Cariguel said, was 15. 21 1/4 (6. 6735). 

I asked Mr. Cariguel whether he had heard anything further 

about St . Pierr e and he replied in the negative. 

JEC:IOIC 

Regraded Unclassified 



FOR SECRETARY MORGENTHAU. 

FEDKRA\.. RESERVE BANK 

OF NEW YORK 

FICE CORRESPONDENCE 

CONFIDENTIAL FILES 

J. !L Crane 

o ... tt_J&nuary 24, 1936. 

SUBJE<:,-,TEI.BPHOIIB CONVBRSAriOII WITH 

KR. CARIGUEL OF THE lWiK OF FRAIICE. 

Mr. Cariguel telephoned to me at 1:15 p. m. toda~ to sa~ 

that the exchange market in Paris had closed fairl~ quiet, that the~ 

had sold for us a total of $3,500 , 000 at an average rate of 15.27+, 

that the Guarant~ Trust Compan~ had sold in all $2,000, 000 and Lazard 

(Paris) had done nothing tod~. 

Mr. Cariguel said that the last boat from Europe which would 

bring &old to New York before Februar~ 4 was sailing tomorrow and after 

that boat departed he was fearful that the banks which had been shipping 

gold this week would remain out of the exchange market and that the 

dollar might t herefore rise sharpl~. 

JEC:KMC 
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FEDERAL RllSI:AVE BANK 
OF NEW YO RK 

FIC E CORRESPONDENCE 

CONFIDENTIAL FI.._,I_,..l!S~---

J. E. Crane, ___ _ 

DATE..l.al:mary 24 1 1935. 

SUBJEC T· TgT.gPBO!llLCOliVERBAl'IO.N WITH_ 

JiR. CAR1GUEL OF THE BANK OF FRANCE. 

I telephoned to Mr. Cariguel of the Bank of France at 

9: 15 a . m. todsy and asked him what he had done in the exchange mar­

ket for our account. Mr. Cariguel said that there was a very strong 

demand f or dollars , that he had sold so tar $1,3681 000 t or us , that 

t he Guaranty Trust Company had sold $2,000, 000 and otherwise t here 

were no import ant sellers of dollars in t he market . He said that he 

had not tried to keep t he dollar rate down because he had so little 

ammunition from us and he was afraid if he tried to do so he would 

run lnto a very heavy demand for dollars . His objective had been, he 

said, to keep the market orderly, let the dollar rate rise gradually 

and not sell any more dollars for us than he had to. The latest rate, 

he said, i n t he Paris market was 15. 29 (6 . 540222~. In response to ~ 

question he said be had heard nothing further regarding the attitude 

of his Government with respect to St . Pierre . 

JEC :KMC 
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Had lunch With Bullitt t<H!ay. He said be would 
give anything to see France go ott the gold standard as Lftvtaott 
bas been getting his strength troa Prance. U this should cease 
t hen Bullitt could awing Russia our way and tbey would have to 
come t o us. 
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Japuen U1;h 

H. 11. Jr. called the President at 9a&O, Jaou&.r7 2U. He told the President that he has cut the FreDCh down to 
$3,500,000. Sterling is steadily cliabioa. It 111 up to .-.88-7/8. 

Parker Gilbert was at -.y house last nilht. He suggested something very interesting. Be said if you will bQ1 $.2,500,000 of British currency you will have tbemo::.e over on the next boat. This would worr7 the• very much aDd they would coJDe across to see 7ou. Of course H.II.Jr. said be is th1nlrtng ot our going ott gold entirel7 aDd then j ust stabilize with tbe poUDd and forget about the FraDC. 

H. II. Jr. also told the President that Switzerland is having a national refereDdUJD on gold aDd that they 1187 vote to go ott gold. 

H.K.Jr. also told the President that the Senate struck out the clause 1n the RFC bill about giving the Director of the Budget control over their spending. The President said he could fix this by Executive Order. B.II.Jr. said of course be is a Director of the R. F. C. aDd 1s not worried about the~~ but he is concerned about the other 1Ddenpendent agencies should they do the same thing with all the others. 

llr. llorgenthau bad the following people to his 
house last night for dinner at 7:30: 

Professor George F. Warren 
Professor J. H. Williams 
llr. Coolidge 
llr. Oliphant 

llr. Eccles 
llr. Baas 
llr. Parker Gilbert 
h. Lochbead 

After everone left llr. llorgenthau asked llr. Coolidge aDd llr. Eccles to stay. llr. Coolidge had told llr. llorgenthau that llr. Burgess ot the Federal Reserve had told h1a that 
llr. Eccles was acunst the open aarket coJDaittee selling an:r long tilDe bonds at this tilDe. llr. llorgenthau had a show-down with Eccl~s aDd discovered that the stor:r that was told llr. llor­gentbau was not correct a.Dd that Eccles wanted to go along with llr. llorgenthau in having the open aarket c~ttee sell loDC-tiae bonda . 
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Bello Jesse. 

Kind of wet out. 

Yes it's good. I see 1n this morning's paper 
that the Senate - Section 10. 

Yes. 

Were you there when they did it? 

Yes. 

What happened? 

Henry, and it was unanimous . 

Unanimous. 

that section, 

Yes. Sol88body 
did it. I don't r emember who 

Is it in the bill in the house? 

I t's in the bill in the house yes. 

It• s in the bill in the house. 

Yes . 

They didn' t strike it out? 

They haven ' t acted yet but they asked me a number 
of questions about it when I was there three days 
ago. 

I see but 1n the Senate they Just struck it out? 

They Just struck it out and I don ' t think we need it -
I mean I don't care. I think you Just ~~ake - you blow 
you've got control anyway. 

Well i t lentt --

Well we're not going to do anything over the.re that 
is not in keeping with your plans. 

Well it's up to the President. 
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H.II.Jr: 
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H.M.Jr: 

J : 

H. W.Jr: 

J: 

H.W.Jr : 

J : 
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H.M.Jra 

J : 

B. II.Jra 
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f'• not arguing nth J'OU but Ita just telling J'OU 
think - I don't think it's worth arguing about 

tr011 your standpoint. 

We~l I aean I 1a not goilll to - 1t the Presi dent. 

---------------------------. 
or course he could do i t by Executive Order it he 

wants to. 

Why certa1nl:y ----------- --. on the board 
and ~e ' s not ever going to vote on that board against 
the Treasury. And there' s not ever going to be. 

No that isn' t the point . I mean I'm not ---

What ' s that? 

In ~ official position I don't enter into this anyway. 

Wel~ they regard you as director 
Department . 

Well or course I•m not. 

1n your 

Well I•m just explaining how they feel about it. 

Yes. 

So this board i s never go1!11 to make a vote against 
the Treasur,-. In the first place we can't do it 
nthout getting the money from you, if we wanted to. 
And there ' s nobody ever going to do it. 

Well that isn't true or some of the other agencies . 

Well i t is with us. 

Yes. I mean I•ve never had any trouble but it isn't 
true with some or the other agencies. 

Well I think probably ------------- -------------------------------------------------------------------------
1 suppose that's What J'OU should have . 

Exactly. 
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209 
- 3 -

And yours happened to come up first. 

I explained Saturday in the House that you already 
had that advice and that you - ------------ that 
you never had. 

Well that isn't true of the other agencies. 

I know that. 

And this i s protection for the President on some 
of the other agencies. 

I understood that, And I explained in be Senate 
too the same thing. 

Some of the other agencies are very and its 
going to be a boomerang and he 1 s going to take the 
final blame. 

Yes I think • But I explained that both 
in the Senate and the Bouse. 

But 1f we single:!. out one or two particular agencies 
we had in llind it would be a direct slap back. 

Yes. But one of them were slapped already wasn't he? 

Y!!S . Well--

Please understand that I was not surprised in the 
least ----

There are certain th!ngs which I feel the Treasury 
has got to have and I'll always say so - privately 
and publicly. 

Yes. 

And you know me well enough for that. 
something the President either has to 
it or he doesn't. See? 

But this is 
say he wants 

Well you are a aeaber of our board and there 1 s never 
going to be a vote over that, 

When are we going to have our picture taken? 
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Well I think we at least ought to try to get two 
more members, either with or without. 

What's the matter are you short a Democrat? 

Yes and a Republican. 

A Republican 

Bean short a Republican about a year and a Democrat 
ror rour months. 

Alright, Jesse, goodby. 

Goodby. 

Jan1.11ry 24, 1935. 
Thur sday. A.M. 
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J!lmlarr 24th 

Henry Morgentbau, Sr. phoned to-day to tell 
H. M. Jr. that he wanted to take Judge Payne' s place at the 
Red Cross - Payne haTing died this morning . He said he 
wanted to round out his life and that this would mean a 
great _deal to hill. H. M. Jr. ~ately phoned the 
President and the President said, •Happy thought. The only 
question in MY mind is that there will be two meabers ot 
the same family in the service, otherwise I aa for it a 
million percent" . 

' 
... -
':¥·· 

-
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? '1 ? ---
Hello - llr. Ma7or . 

LaGuardial Oh good morning, llr. Secretar7. 

H.K.Jn 

LaG: 

H.K.Jr: 

LaG : 

R.K. Jra 

LaG: 

H. M. Jrl 

taG: 

R.M.Jr: 

LaG: 

B.U.Jr l 

La G: 

B.K.Jr: 

HOif are 7011. 

Oh snowbo1.Uld. 

Snowbound. Alright this 1s what I have in mind. 
I am very IL\Ch worried about the sal.e or non-tax 
paid llquor in New Yort Cit7. 

Yes. 

I bad a man up there tor the last two weeks and the 
conditions are about the worst of anyWhere in the 
United States. 

In the city. 

In the clt7. Now I called up Herbert Lehman l ast 
night and told him that I ' d l ike to start a three 
cornered drive or Federal, State and C1t7 on the 
non-tax paid liquor in New York and I asked him 
1t we could have MUlrooney - I tried to get you 
and you were on the train last night coming from 
Albany. 

That ' s right. 

Now would you go along with us? 

Oh sure . 

'!low what we1d like to suggest is thiu I can put 
300 men in Greater New Yorki starting in Manhattan 
and Itd like as many plaine othes men as you can give 
us to work right along with our men side b.Y side. 
We want to make a block to block canvass of all 
places that sell liquor because we are onl7 interested 
in non-tax paid liquor but your city people and the 
state people would pick up the state and city 
viOlato~s of ordinances. 

Oh absolutelY. We have a common purpose and then 
I think in addition to that the state will have to 
study, Mr. Secretar7, is that whether we1ve reached 
the point that taxea are so hich that bootlecc1ng pa71. 

Well there ' s that questi on and the other one is whether 
we have suffi cient authority. Our people feel that 

the federal Judces in the Firat and Second Dlstricta 
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LaG: 

H.M. Jr : 

taG: 

H.ll.J ra 

LaG: 

H .M.Jrz 

LaO: 

- 2 -

are giT1ng us the worst cooperation of any judges 
in the United States. 

We take them right into our State Court here and 
I send them OYer to the Chief llagistr ate and I' 11 
assure you we hold them and 1f we find any untaxed 
liquor in a licensed place we won't take them to 
Court - we ' ll take thea right s t raight down to 
Mulrooney and he'll cancel the license . 

Wel l you see What Itm going to do - I 1Te got a 
man - Harold Graves - I don't know Whether you know 
him. 

No. 

Used to be Admi nistrati ve Assistant to the Post~ster 
General and he' s right under me and he ' s got charge 
of all thi s liquor busi ness and I mean he was 
Administrative Assistant in the old admini stration -
not of the present one . And Itd l i ke to have hi m 
come up Saturday and meet Wulrooney and meet WhoeTer 
you designate. To plan the thing out and then we'd 
l ike to start Konday. 

Right. Now you knn llr. Secretary Mulrooney has no 
enforcement powers or agenci es . 

No. 

And he can only be helpful to us i f we find untaxed 
liquor i n one his l i censed places . 

That's right. 

Then he' ll close i t i mmediately. 

That ' s r ight. 

'l'he conference will be with Commissioner Valentine 
and Su.111Yan and t hey can map out the procraa Saturday 
and we 'll be ready to go along with you llonday. 

Well now supposing I haTe Harold GraTes go to 
Commissioner Valentine's office. 

'!'hat's risbt. 
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LaG: 
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And say supposing he ' s there at say 10 o'clock 
Saturday JDOrning? 

10 o'clock Saturday morning. 

At Commissioner Valentine's. 

Yes . 

Now Graves is a tip-top fellow and he's handled 
this Whole alcohol thing for me. 

LaG: Well I 1 11 tell you What we could do so that I - --­
aake that appointment for 10 o'clock Sund9.7 i n 

B. K.Jr: 

LaG s 

R.M.Jra 

LaG : 

H.K.Jrs 

LaG: 

B.K.Jr: 

LaG: 

B. K.Jr t 

LaG : 

H.M.Jrt 

LaG: 

B.K.Jrt 

fiiY office. 

In your of f i ce . 

And then we'll organi ze and -------------------· 

Now the only thing I can suggest i s I'd like to 
work about a week before we give out any publicity. 

Absolut ely. 

I'm one of these fellows - I like t o have something 
to show before I talk. 

Absolutely - otherwise t hey' ll -------. 

They' ll What? 

Otherwise they'll ------- • I•m fully agreed with 
you - there won't be a word sa.id. 

I' d like to work tor about a wee.k . 

Yes. 

And then see wher e we get an~ I told Herbert Lehman 
I want his Counsel to watch this thing from the 
standpoint of whether we need any more laws or not. 

Alri~ht. Well let him walk into Valentine' s office­
thatlw the best plan. 

Let him walk into Valentine's office. 
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LaG1 At 10 o'clock Saturday. 

H.K.J r: 

LaG: 

H.Y.Jr: 

H.loi.Jr: 

LaG: 

H.M.Jr: 

LaG: 

H.U.Jrt 

10 o'cl~k Saturda, . At C• t sai oner Valentine's 
~flee. 

And then I'll talk with the Commissioner and we'll 
leave everything risht with the Commissioner and I 
think we ought to cover the whole city. 

Wel l we'~e got 100 men to start. Monday, and we'll 
build that force up to 300 men and we want to cover 
every block 1n the Greater City. 

Yes. Well now will you tell Mr. Graves atter he 1 s 
finished with the Police Commissioner and Valenti.ne 
he should see me and I'll arrange with the Chief' 
Magistrate so that he'll instruct all his Judges 
what we ' re trying to do. 

It ll have him go to see Valentine, and then come 
down and see you? 

Yes. And then before we start to be sure and see me 

------------------------------------------------------. 
Fine. 

I 'll co-operate 100 per cent. 

Thank you. Good by. 

LaG : Goodby. 

January 24, 1935. 
Thursday. 

•• 
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C: 

B.K.Jrs 
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21u 
llr. Secretar7. 

Yes Leo. 

I don't like to bother J'OU about Federal Deposit. 
I got a aemoraudUIR troa D&DDJ Jlell last night 
about the fellows COllin& in aDd I •a bapp7 to bave 
tbat but one ot the newspaper boT• came over bere 
and said that be was tipped ott that the President 
is going to investigate the Federal Deposit Insurance 
and, of course, J'OU know I don't think we ought to 
have the Federal Deposit kicked around. Atter the 
Chief gets it and J'OU get it, it there's anything 
there that's ditterent. 

Yes. 

But right now their legislation and the bankers 
driving at it on account of the cost and ever,.tbing 
else it will hurt us in a legislative wa1 and also 
I don't like to bave &D;f fellows around the countrT 
getting the i dea that this thine hasn't been ettective 
enough. I don't know where they got that thine but 
I wish that you would try and stop it trOll getting 
&11;1 publicity. It the fellows come in--

Have you spoken to Bell about it? 

No I didn't call Dan - I called you up. 

Ot course be 's the Director of the Budget - I'• not. 

Yes I know that. 

Be takes his ordera from the Presi dent. 

I see - well I thought aaybe that you knew something 
about it ------- ------ - --------------------
'"' ,a-at'ae. 

Well it - I think that you ought to talk to him aDd 
if there i s anJthing that be can do t o stop publicitT 
he ought to do it. 

Yea. The thing I thought that Bell aigbt be able to 
do would be to - as Director of t he Budget be's got 
a perfect right to come in and look over our organiza­
tion and know what we have for the purpose ot the 
budget and I th9ugbt it could be done on that basls -
because 10u know a lot or •plo7ees - 1t it ca.ea in 
that there i s an imestigati on it soon gets on tbe 
street aDd ------------ -------------. 
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Well I'd much rather have you talk to b1s directly, 
because aiQ'thing like that he does he 11ust do under 
direct orders of the President. 

I see. 

And I'd much rather you called h1a up. 

Alright I'll call him right up. 

On all of this budget stuff I 1111 very careful to 
keep out of it unleu t he President calls •e in. 

I see - that'• perfectly a lright. I realize tbb.t 
position. 

Be has the different heads of departments on the 
budget and all that - once 1n a while I sit in 
but more often I don 't. 

Yea. 

I'd much rather you called him. 

Alright I 1ll do that. 

Thank you. 

January 24., 1936. 
Thursday. 
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George: 

B. M.Jr: 

Harrison: 

B.M.Jr1 

H: 

B. I.!. Jrl 

H: 

H. M.Jrz 

a: 

H.M. Jr : 

H: 

H. M. Jr: 

H: 

H . M. J'r : 

B: 

R. M. Jr I 

B1 

Bello George? 

Hello Henry, I'm glad to hear you. 

How are you? 

218 

Well I'm getting a l ong ver y .well at last- I had 
a good check up this morning. 

Did you? 

And I f eel first rate and for the last three daya 
I've gotten my str ength back so I'm feeling pr etty 
good . 

Good. 

I didn't think i t was wise for me to go down there 
Friday because the doctor asked me not to as I just 
got back. 

I see. 

I wanted to come but I thought ------------------ - - --­
---------------------- and they both sai d it wouldn't 
be necessary for me to. 

~lright. 

But I'm watching you with a good deal of i nteres t 
and I ----------------- to have a real talk with you 
because I like to do that periodically. 

Well I would too George. VIe got by to-day in pretty 
good shape . 

Well now your Sterling thing i s - - ----- - --working 
both the pound and the Franc very effectively. 

I t worked very nicely, didn ' t it? 

I was just t alking to Joe (?) about it and I said to 
him -----------------------I was just rai sing the 
question because you are running one r i sk and thats 
to - ------ - --------------, 

Wel l I laD* that . 

And I ---- - ----- - ------------------------- - - - ---
-------------------------------------------------------------------------------------------------------. 
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Well I thought t o-day was particularly interesting . 
The way the thing went. 

But I have a little reeling that the gold ----------­
-------------would have reacted more directly 
and with less expense than--------------the guilder 
or some of the others---------------. It would 
have been cheaper and you would have got your gold , 
Where now it takes a little more money - I think it 
covers the same thing and you' ve got part paper . 

Well let ' s see how it works , 

Whether the risk is justified depends on What your 
judgment is , 

Well we'll try it for another day the s~e way, 

Yes , 

And see what happens . 

Alright sir ------ ------------- but I would like some 
day to have a talk with you. 

I'd love to, 

We ' re having a meeting down there next week an~ 
---------- -------------- I might have a long 
talk with you. 

Well would you mind having someone in your office 
get in touch with Mrs . Klotz? 

Yes 1'11 do that, ---------------- . 

Thank you. 

Alright Henry ~hank you. 

January 25, 1935, 
llonday, 
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Parh durlllf> lut ten 4&7• primaril;y 1n prctect111f> local relation 

to dollar axchallf;8 of geld in the -unt of 150 ,000 ,000 Swtn 

franca not. all of wbleh rill appear ln publlc at.at•enh owtnc 

to aeeret. reaenaa. 

(3) Ao:tlllf> excluehel;y on t heir o"" lnltlathe tbe;y lllquired wq 

direct operatione betwen Bn York an4 SWiherland. could DOt 

t.elce place through our lnten:adiary aDd tbe;y euggeeted direct 

ea1 .. of geld b;y them to u a bare for ;your account agalnat 

dollars. 

( Sl«J~&d) Leon J'raaer 

• Local bank - swt•• Batlonal :Balik. 
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DATE}anuaey 28, 1935. 

SUBJECT• TELEPHONE_ CONVERSATION \U'l'lL 

MR. CATTERNS OF THE BANK OF ENGLAND. 

I telephoned to Mr. Catterns at the Bank of England at 

: 25 a . m. today and told tUm t hat I wanted to inrorm tUm of our recent 

prospective operations in the London market. I referred to the 

purchases which we have been making in London and with Which he 

told him that from time to time we were buying 

in the London market. I added that I understood he was aware 

silver operations in a general way and that we had not thought 

necessacy to keep him advised of them currently because we did not 

them as An important factor in the exchange market. Mr. Catterns 

that he agreed with me on that point. 

I referred t o the strength of the dollar in the past week or 

of t he uncertainty about the Supreme Court decision in the 

cases and told him that we had' been buying moderate amounts of 

to keep the dollar from rising too rapidly and on Saturday had 

a small amount of sterling which we had asked them to keep for 

a special account. I explained to Mr. Catterns that all of these 

IYr•h••n"e operations were carried out on a day-to-day policy and were de-

to keep the dollar from going t oo high. I asked him whether it 

be agreeable to the Bank of England to hold for us in a special 

amounts of st erling as we might buy from time to time. 

Catt erns replied that the Bank of England would be glad to do so and 

wondered whether I could tell tUm what we were going to do with the 

I told him t hat I could not at this time but would hope to later 

He thanked me veey much for calling, told me that the exchange market 
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o ... TE..lanuary 28, 1935. 

sueJECT....TELE1'1i0NE CONVERSATION WITH 

MR. CATTERNS OF THE BANK OF ENGLAND. 

- 2 -

in London was erratic and excited, that he was afraid we wer e going to 

a bad week and t hat he hoped some decision would be rendered on 

/Febn1ary 4 . I told him I thought it likely that we would get a decision 

that it was not a certainty. He gave me the latest rates in the 

market in London and t old me that the sterling-dollar r ate was 

rather rapidly at the pr esent time . 
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B!l.Jr: 

C: 

H. M. Jr : 

c : 

H.M.Jr. 

R. I4.Jr: 

C: 

R. LI. Jr: 

C: 

a».Jr: 

C: 

H.LI.Jr: 

C: 

1i N.JrJ 

C: 

H. M.Jr: 

C: 

H.M.Jr : 

I got the rates - have you got them? 

4.85 is the last r ate . 

Yes. 

It' s up a little. 

Yes. 

Well is Knoke 1n yet? 

223 

No but I got the ticker (?) i s that what you want? 
No but I have them too. Row fast are you going to 
get this this morning - is it the Guaranty? 

The Guaranty i s doing 1 t . 

Yes - how often do they let you know? 

Oh they l et us know just as soon as they hear from 
the other side - they're off and on all the time. They're calling up every few minutes. 

I see . Well now you're going to call up London, aren 't you. 

Yes I'm going to call up the Bank of England and I wanted to just give you a little idea as to what I 
thought I'd say. I ' d thought I' d tell them that I was calling just to keep them informed about what we ' re doing in their roarket. That we ' d been buying some gold and for the past week or so the dollar has been very strong and we'd been buying some Francs in and recently we bought some Sterling 
with the idea of keeping the dollar down. 

That's right . 

And it's just a day to day policy and we ' ll keep them informed as to go along as to what we ' re doing in 
Sterling . 

That 1s ·right. 

And - now do you want me to say anything about ..mether we will put the Sterling into gold or not? 

No I don ' t th1nk so . 

Regraded Unclassified 



C: 

!I . M. Jr : 

c: 
H.II,Jr: 

C: 

H.M. Jr: 

C: 

H, ?J,Jr : 

C: 

H, !A,Jr : 

C: 

ll , li, Jr: 

B.M.Jr: 

C: 

H.M,Jr: 

C: 

H.M.Jr : 

C: 

H.M.Jr: 

C: 

- 2 -

Just not say anythi ng about that? 

I don ' t think so. 
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Yes. Well thats about the line I thought I 1d --­

That's all and you' ll let me have the records on 
these calls the way you do on the French, please? 

Yes, oh I will. 

Goody by 
easily . 
till 10 

- I don' t - they've brought it up sort of 
I'd like to keep very close touch from now 

o ' clock who will keep me posted - you? 

Well Knoke is probably in by now and Itll tell him 
you want to lalow just the minute they get anything 
f r om the gang . 

Yes and if necessary to t alk to London. 

Yes . 

I wonder who is the man who got it in London? 

You mean for the Guaranty? 

Yes . 

Isn't it Remington (?) 

A fellow by the name of Grant (?) i s the head of 
our local office. 

I notice cables come i n here - early morning cables . 
Are those ---------------? 

--·------------------------------·------------------·-· 
Probably are the same thing. -------------- --------. 

I' ll tell the~ to keep you posted as soon as they 
get any news about it. 

Let me ask you - do you think i t would be alright or 
don't you to speak directly to the fellow in the 
Guaranty in London ~o get a first- hand impressi on? 

\vny I think it 1s alright, if you want to do it . 
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H. U.Jr: Yes, 

C: 

B. M,J r : 

C: 

H. M,Jr : 

C: 

R. M. Jr: 

C: 

I think ------·-------. 
I mean I'd like to hear by his voice. I mean t o talk 
on the telephone with this fellow to find out. Do 
you think it would show too much interest? 

No I don ' t think so . 

No I don 't think so. It' s alright to anyway, 

I 1ll tell them t o keep in close touch with London 
but I don ' t know for you to call up the Guaranty in 
London they might - I don ' t know - it might be 
misunderstood or 

I don 't think I ought to do it . Alright just tell 
Knoke to keep oe posted. After you talk to London 
will you call me? 

Yes I will . 

Thank you, 

Goodby. 

J anuary 28, 1935, 
Monday, 
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R.U. Jr: 

Crane: 

H. M.Jr: 

C: 

H.VJr : 

C: 

H.M.Jr: 

C: 

liM .Jr : 

C: 

R. li.Jr: 

C: 

B .M, Jr: 

c: 
H . M. Jr: 

C: 

I got your message, I thought I might as well get 
i t first-hand , 

Yes - you mean about 

Yes . 

Well he was very nice, I explained to him along the 
lines that I talked with you and asked him whether 
they would like to open an official account for him 
and keep such securities as we might buy. Be said yes 
they' d be glad to do that , that be was very grateful 
for having called him up and letting him know what we 
were doing and what we were going to do with the Sterl~ 
if I could give him any idea and I said no that I couldQlt 

just now. He told me about the market. Be 
said the London market rather excited and it looked a 
bad week to him he said. Abd he said I suppose there' s 
no doubt about getting a decision next Monday. I said 
I thought that was likely but I didn't think it was set . 

The President pulled a good one this morning , 

What? 

The President pulled a good one this morning , Be said 
do you know that the Supreme Court is goi ng to hand 
down a decision on Friday- New Year's Day. 

(Hearty laughter) 

Everything comes at once . 

I don ' t think -------------------------- - - if it is 
handed down next Monday. 

No, I like the way the thing has been working to-day. 

Yes I like everything about it except all this Sterling 
we ' re getting , I mean I -----

r 
That doesr1't worry - I mean I think t hat if we get the 
decision by Monday we can get rid of it very quickly. 

Yes - well you ' ve got about six and a half milli on now. 

Well I ' d rather have Sterling than I would Francs and 
the point of stayi ng in London seems to work - I mean 
they seem to pull the Franc right along . 

I think i t will work ----------------------------------
b.Y keeping the on Paris steady a t 74-5/Ss . 
As long as they continue to do that and we put up the 
Sterling rate here they'll put up the Franc rate . 
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H. M. Jr: 

C: 

H. L!. Jr: 

C: 

R. M. Jr: 

Yes . 

B. L! .Jr : 

c: 

H. IA. Jr : 

C: 

R . M. Jr: 

C: 

H. M. Jr : 

C: 

C: 
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That ' s the way it seems to \fork. 

And i t will work th~t way as long as they keep their 
rate s ix months hi gh . 

I 1d r ather work 1n Sterling than I would in Francs . 

l'iell I would too, except that when you work 1n Francs 
you get gold and when you YIOrk 1n St erling you get a 
-------------------------------. 
Well it might run ahead a bit more in the week - I 
wouldn 't. 

See? I mean for the moment i t seems to wor k alright. 

Yes , as far as getting up your exchange r ates where 
you want them and putti ng the dollar down, I think 
--------------------------. 
They tell me that t he markets are i n a bad way. I 
don' t mind . 

They a.re . 

-----------------. 
Yes we ' ll just go ahead and try to keep the r ate up 
for you. 

Ri ght - thank you. 

Alright , thank you. 

If there ' s anything speci al call me . 

Yes, we will. 

Thank you. 

J anuary 281 1935. 
Monday. 
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H.M.Jr: 

Jones : 

H . M,Jr : 

J : 

H. JI,Jr : 

J: 

H. M. Jr: 

J: 

H ,IJ,Jr: 

J : 

R I,!,J r: 

J: 

H, !.I, Jr: 

Hello Jesse . 

How are you? 

I'm O.K. 

On tha t meeti ng for 11:30 --
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Well I 1ll tell you Jesse What its going to be -how much m011ey i s going to go to -

Home Loan Banks? 

Yes and then we go from her e over to see the President . 

Yes . I talked to John Fahey yesterday and got his side and I can t a lk to Jeff, and---------------------------. 
Are you----------- ------ ----. 

Yes and I may be a little late in getting there but I ' ll try to come . 

Well we 're due at the White House at 12:30 so if you get here a l ittle late i ts alri ght . Its not a -matter of li£e and death. 

Alri ght . 

Thank you . 

January 28, 1935. 
Monday. 
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TO AMEND TBll SECOND LIBERTY BOND AOT 

TUUD.t.Y. lA.liV.t.llY 19, 1835 

UNI'JT.D STATES S-ENATE, 
CoMVITrU ON FLNAN'CX, 

1V (11/UIIgton, /). 0. 
The conunil t(•e 111eL, in exc:cuth•e aession, at. JO a.m., in Chc }'innnco 

Cornmith.'C tOOIII, SNlttte om~ Builtling, SenlllOJ' Pat. llll l'ria~on 
(ehairman) _pre3idinJ(. 
Pr~nt: &rullors lfarrison (chairman), King, 'Val.sb, C~tigan, 

Bailey. Clork1 L<Jnorg•nc.Diaclc, Gerry, Guffey, Couzeuo, Key01>, 
LA Follett<>, ~••teal!, and Hastings. 

.t\.lso ptti~tnt: Hon. Htnry Morgeothau, Jr., Secretary ol tht! 1"rf!lll~ 
ury; !lou. 1'. J. Coolidge, Under Sec ... tary of the Treasury; Hon. 
D. W. P.ell, AclinjC Director of the Budget; and Bon. Wilham S . 
Broughton, Conumqtionu of Pu.blie .Dt:bt. 

The CUAuluN. Tht tomrninee wiU come to order. !'"'• commit tot had under consideration H. R. <130l. whicll it he,.. 
pranted in full, u follo·ww:) 

AN ACT,.. ...... , .. .,_.. ~ ... .A..C1. - ~ _, r ... --- ,.,.....,_. 

8C '' Cftftdnl ·- llwo iJ~IIIf'r eM IIGftiM' D( R~•eJW•tln• D( lA~ t·,.ur4 Rt•lt-• 
fJ! A•n"b r. , .......... _. .. ._.._..,,..,, T'bat the ~~ Ublorts DontJ Ac1. u 
a.meault'd. ts furlbtr alllt'lldt~~l •• tollow8: 

'Jbe 4nrt Pfi,..ICJ'I.Jlh of liN11oo IIJ amtndf'd 10 reed u follow•: 
.. Tbe S«-1'\~tnr or ebe 'l"~Jml'f, wiLb Lbe approl'a.l or tiK- l"fN14eut, is two"-"'7 

aulborii.E(I 10 borrow, from Clme to lime, on 11~ c:redlt of tbe Unlltd fll • h ... (fJ t 
UHt pu.I'JKit'l'l ot t hh1 act, to J)N•Ide tor the JUlreblll81!, n!dt>ml•llan. ur refUIJ•IIDi,f. 
at or before ml!urllr. ot U1 wu•tunOin~r boudtl. uatea., t'·tortUiclltea or lud~ble-1· 
neM. or Ttti!IUrt biiiJi or Ll~ Uolletl Stat HI, and t() me-et 4'J:I"-""11tun..• •mthCtri ~W!d 
tor tbe uathmal *.-turU,r and d(·fl'lliM.! nud Olltt.r JIUblk JMirpotl('lt ttullwrl~i\l b>' 
taw, auth t um or •um• Ill! In tlla Jud,;:n)Cnl. may be oeeeqar)', 1111d to hunall! t b(trtfor 
boiHJ• or the United 8tllf:ll: Pnwlkd, Tbat the race amou.ul. ()( bOIHia l ... uelt 
ua&lr l.hl• ~~ectton and tteetlou 22 ot thbl aet. ah.all not ex_('('t'tl la tbe IQ"NKilt 
S2G.000,000,000 Wlftaodllll at Afl1 OH LI~H.'" 

S:l(l. 2. '11~ II rat ..... t~M.._ ut J'Utllll't'dou h) ot .,enlou 5 11!1 oa~nd~l to r~tl b 
toUoWl.l: .. In addllkl11 to tbP &Mmtl,. and noc~ llutborlsed by ll«tlontt I, 1& •nd 22 
ot thb Act. •• am\"ndMl. the ~I'YC .. ry nt tbe Treunl'J' 1JI aulhorl-.1, .tubJ«'t to 
lh Umltatloa llupoted btll«ilon 21 of tbla At't, co borrow from ll•e to liiiM, H 
the ~rtdlt of tht Uoltfd StatM. tOt tbe pu:~ ol c.b1a Act, to prcw5d, tor ta. 
~ rtdtta~Pt-IOR, Or t'i'fQudJ-. at or before mat'llrllJ. Of.., CKIICIItandlo& 
bood&. DOta ftrill(t.te~~ of Indebt~ or 'l'reanr7 bW. of t..M United @tat• 
ao4 to tDeet poblk upeodtna,... ootltof'bl!d ~ law, IIIXb ..- or ,..... ... lo b .. 
J'tKt.t-Nt.....,. be Df!('INllllry,udtol.aet.befttor (1) etrtlbr•otlDdtbl.~ 
otl.be tiDit.td &tau. at iMit ._tUn par (UCfiK u PI'O'ided to .ect._10 ot lb .. 
Ad. .u &IMDded) ud aL nett nte or rate. of I.Dtf'!'l'eA, s-J"'.blt at IMCII tlollt tJII u- u bt mA.7 PNift'lbt: or. ( t ) ~ tan. Gill a dl8cout buill aDd 
~)&Jab .. at •tu1.C:J wtt..boGL lftUftlt.'" sm. a. 8edloo 6 1.1 further eiiM!!Dded byltr'lklac oa-t tbe hal lfttfDt'e of ~ 
lll!ttlm ( a) l.IM!rtOf. ~lin< Q fc;Uo• ... : "''J"be nm uf lhe J)lr ,-ai1N!: of IIIIW'b ft',.. 
~1-klltM • . nd 'l"rN..luJ')' hiU• outA'taadlnac bereuftdtor •nd tll04~ M!tt.klo 0 of 1~ 
~1111t J..olbertr nona AM J~tu•ll IJ(It 1U an,. ''nl.' thnt 4"-Xct"tl In ttw ar:cl'f'::•tc~ 

$10.000.000.000." 
I 

(' 

\.~----~--~====~~~ 
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) 0 
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3 
.. ( .. ) 'l"llrt bollrd (If IMmH: af tbf: 1•--.J $eYID,h 8J'WNI &. OUI......, to 

Jlf'l•ll. •~ to ,.... "'I• .. UaM u II ....,,. fTOM ct~ to u ... ~-- , .. 
witlwlrawat or 44'110111ta oa e... I ball aiXIJ' cia,... aoc~ tor 111e pa~ of ~ttqo~ 
lila 8a\--tnp IJoaO. wlriJco:b _,. ~ OCJ'eftd b7 t.t.. Stfttor:ar7 ot tM "hMwry : 
•ad t• .,., .-.-.. to -te lleJIHII't or lalft"f'tfl to the dlte ot w11tldrawa1 
..-Mc.ber or not • ttf:WI;r 1Dter8l PQ'IlW"Dt date. No tnn.lller ort.,lul ..._. or 
bhdil Ulbo.tbwd bJ' ~irttkJIII 10 Of tbe Aft apewo'ff'll J UM 2:J, UUO CU. 8. 0.. 
ell~ at. IWot', 180). -un a,. ma~Jot after JuJ7 1 183$. 

'"(f) At ttw> l"'"qu.o.t o1 rbco ~•••T ot tb:-rn...nrrtbe Poiltmutf'r Of-,.....1 
o.n(tc.•r flK"h r'f'IUlallooa •• ~ DIA11'rtfltTlb\•. Jtball ~alre tbe f'IIIP'OYHII o f tbf 
I ••' Olftc.•e O.paruatPut ••1{1 ot til~ 1\IICC•I 8e:n1ttoJ tu 1'1Hform. wllt~Qut tltra 
tOIUI'lt 11AIIOCl, IHK'h riJ1l'111 AKt,."fK"7 e~~n·~ as mar I~ dNj,..bfe AOtl JlfiC'tiC'ab)e 
Ju 1."'11nnetflon wltb tit•' li11111f', dplher,., Jlll f t .. k loepioa:, redf'mJHIC'Iin. tnd J)ll.r•~t 
uf tiJ~ S~tvlnM:It lt.ou«lll.'" 

Sc.o._ 7, ~('(·tlon 1128 Clf ltit> Rtl"f'llUfl A(l ot 19'26 II OIIU!tll1t<~:l h)" Olttlh iiC at 
tb~ Nut lht'f'f'Of lilt' fOII(IWiu.a : " In ur<J~r 111 tt\'Oicl l b t' f 'rt'QI.It llt IIUbttiiUUOu 
ot iltt'UI'IIh•.- lo\lt'b Mil~ tiUd f'I~.I(\11Ji tiOll8 tlUI)' Umlt U1c efl"t-'Ct of thl ll "f~C'!CIOQ, Ia 
ll t>llf'(ltlrfl t P <'111111(•111 of t'lll(l*l, t o bOnd• 1\nd n« l('t o r t he Vnltt>tl l'(t•U" maturln• 
mon> "!"n a )'t>llr llftf'r l bt' dnte- ot dt•(Kt~tl ' ot IIUf'h boml~: •- ~~«Uf'll)'. Th41 
Jlt1r1~~~e ll(lncbr or M fl• of II~ Unlh'l.l StatHI' llltall bt dnrntd. tor rbe II'U~ 
«f thlll lltoi"''IC~II, 10 Oltllh IUl)' J)UbtiNit>he ot.l llpdom ot lhf' Uultt"'l @IIIM Ud 
any lKN)IJ .. ,...,,...., l)r t14bt•r ••bfl~llllllJ' wh.lf•b ~l,... Urtc:(lrwJitiMIIIJ I(WU'AIIIf( ... 
u lo b'lth hllf'~ll1 ud tJrlner.-J by tht tin !led StaiN. .. 

w. hne a bill hel'f. B. R. 4304. which is an act w omrnd th; 
Seoond L1borty Dond Act, ond the Sec:ret.uy of the Truaury il bore, 
also the Undor Seatwry of the Treasury and the Di....,tor of the 
Bud gee.. 

:U.r. Sec:rttary, will yoo p~. pkase! 

S'lAT'Ell:tln' 01' B Oll". IIEJBT X OIIOEBTHAV, 111., SECllET.UT 01' 
TB.E TRUSVllT 

Ser!ttary M~&N'rtL\~. Mr. Cbaimlan and ltf"Dtltmen of the 
oommut..,: r will be u bne! u posoible. 
, The dr.• ft. of bill under ditieussion appears more eotnplic:ated tha.n 
tt r.eall,r UJ, <tue to the fact that it repeats whole sections o f exiiting 
JegtSlatiOn wath the arnendm~nts which the Tre:uury propo&H. The 
bill does four thin{!l! only: 

First: It replnces U1o p"""'ntauthority w i88ue up to 128,000 000,000 
of bo~11:ls with IUJthority to issue bonds up to a total omou1nt out,.. 
standmg 11t ony ono time oJ $261000,000,000. This is the mor& uU~t­
factory manner of Axinl[ the maximum amount. to be borrowtd UJ>?n 
b;o.nds "nd tollowtt the laws authorizing the other cla.Siea of t~eeuratie. 
SID~ 19t7. 

Senator Cuall'. lt. reducet:J the amount of the authorization from 
$28,000,000,000 to $25,000,000,000! 

S.Cn>t.ry Mooo ... ""''-'"· What has happened in tbU.: At t> ..... nt, 
e,·ery t!mt we tall in a billio!l dollars· worth of bonds, it rtdtl«< our 
autbonty b.r that much. until at pt"t:51Pnt our authority is ff'C1\K'ed to 
$2Jj()f).OOO,OOO. 

The Cl<AIJU<AX. Whot act ;, that! 
Sec:rtAary MOIOlKl<TILAV. 1917 • 

. The 9n.uuAs. And Jtpec::ifkally. it ga,-e you authority at that. 
~1me to aliue up to wbat.amountt 

Sec:retary MOIOI<l<Tu~u. T o 128t!lOQ,OOO,OOO. • 
() The ~·••><•"· .llut .'t <Ud not g~ .. )"OU aathonty, if you took any 

of them in, t hat. lt. maA"ht be a credat on the. propotnfon · il ju~ 
reduced it to that amount! ' 

) ~ 
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&cretory MOJKJv<ntAO. Yes, sir. , 
1'he OHAIJUL<>t, WhaL you are ,..l<mg to do i• to puL iL in a 

revolving mnnnur t 
Secretary Moeo~HTltAO. Yest sir. . 
The CUAIUIAJI, So thaL when they are released 1ou tan """" 

othtl'5 if necesslt.y arit~til, but at oo time to an outBta.n.d1ng amount in 
....... of how much! . Socretary Moecw<THAo. $2:>,!ro/#JIJI!O. It doo;o no4. g.vo 111 ~;be 
authority to issnt any bonds other than af we are gtn.o the aut.bont1 

by ~~llMAS. 1)()("8 that include 6hort.-temt notes t 
So<n.tary MClt<()••-rn• u. A littlo biL furtl1er down I u plain abouL 

t he !~thort..ttme notet~. 
T he Cn.uulltA:-1. 1 ,;ee, 
Secretary MoooKNTHAU. Under the l";w u it nuw st~nds we hn~e 

i .. ued •PI•roxim•tely 1!25~.000.000 m bond•, lea\!lng approxo · 
rna~tl $'2,500.000,000 which may ~ill be i~ued; yet, Only about 
$13 .000.000 are in fact. Ot!totand•ng. 

nd: As 1 ba,·e itatecl, stc&Jritits otbtr than bonds may now 
be Wn.1ed up to fixed maximum amoun~ outstanding_ ~t any ~ 
t.inte. In the cue of notl!il the a.mount 1.1 $10,000,000,0001 of wh1th 
ahout $9~,000,000 i• now outstanding. 

'rhe CnAnt.M.Ht. That is not included in Lhia $2.6,000,000,000t 
See.retery MotcO!N1'11AU. No. 
In the ctt.se o f Cl.' l't iflc."fltew of indebWdll""" 111u..l ' l'reasury bi i!Jf the 

amount i.s also $10.0001000,000, but only 1bout. $~,000,000,000 ht ~ut,. 
1t1nding. As you Jtcntlemen know. the demand an the market ~hdtA~ 
from time to t ime from ieeurities o f one mAturity to those of another. 
It is tbt beli.t of tht T......,ry tho~ tht Govtmm~nt may be '"!ved 
iubitantial amount!~ and may work tunrd ltnJ..rtbtntng the matunhtt 
of a lar"'-er Jl01'1ion of ita public debt if nw~ tlex-ibitity is granted in 
Ole ia!:ualK't of the nottJJ, certificates, and billA. For this ~ason it ia 
tu~oested thtl. tl~ t••o authorities. e•th for $10.000,000,000, be con· 
1t0lidsted irlto 11 bingle authority permittinJt $20,000,000,000 of the.Je 
three cla8St'fl ouU!.ttnding at any onu tirne. 

The first fin\ ~~e<:tions nf t he bill, then, ha~·e no other e ffect than 
the two I hue jut~t described, except that while we were amending 
tlte law • ·e elimiJu1ted c.•ertain obsolete l•n~rua~. The su~ing MC· 
tions of the bill contain tnrire.ly new 101tttr which would accomplith 
two things. 

Third: Tht! firit new p·ropoa.J is an authoriution for the ii!IWanee 
ofa .. n..ofbondo which we ho•·ecaUttl United Stat .. savinga bon<IJ. 

The C'a..u&KAx. Befo~ we rome to that, are there any que8liont 
which &n.f member o f the oom:mittee wi&httl lo ask witb reference to 
thMe certificatH or lihof't..time obli~tionet 

Senator 'K.IJ!I'o. '.n1cr6 i.J no authority in this bill for issuing bond•, 
lor~g term or t~hort te-rm, other than ae grants may be. made by 
Congvessl 

seeretar;r_MOOIO<NTIIAO. Only thaL 
Stnator KINo. Y oo would no~ look to Ibis for a specific granL to 

incur additional indtbtedno$sl 
Secretary MOOIOPTSUo. Pooith'tly DOl. 

) 0 

) 

) 
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Senator. K.lNO. I t wouJd not give yUu a uthority to i.ae another 
doll•r of mdebtednetl8 other lh.•n that authorioed by Congreos here· toforel 

SecretAry Moll<l<>rTJUO. No. 
&nator Ou.ax. It ¢ves you, howevfr, Hu.ibility in iasuing from 

one e.1118 to anothe.r of thNe if!CUritiest 
S..rotary MOOOL''TIIAU. Y .._ W • have tbe riabt to ioaue t2,500 -

000,000 more bonds. We have fl.SOO,frop;tJ of t~ Foortb 1.ibertiU 
wh1eh «>mt diM> on tbe 16tb of AfriL That would lone us an 
authority of ~ly $700,000t000, and i ,.,.e wanted to call any mor6 of 
thK& F ourth Lihertoits and ~finAnce 1t a lowe r raft, we couJd not. 
do it beeau9e our authority iJ exhausted. 

$4!nator Kno;o. \Vhen )'On e•ll bonds and the~ ttrc retired, then 
.vou have no •l!tbority to make reissue fol' a. shortt~r or longer pericxl 
ur fc)r eon versaoo f 

S<'crtlllr.J.' M(XI(;e~·nuu. As we C'II JI these, f"ach tim~ it is deducted 
from the $26,000.000,000 until 011r authority is now down to $2,601)-
000,000, And we have called $11'#)/XI).(KIJ, Which we ha\"e to re&na~ 
bttwet:n now and the 16th o f April. and our auth~rity is now down w i2,GOO,OOO,OOO, and if .... wanted 10 n.ll !he bela nee of tbe Fourt.b 

0 Libfrt.ietr, 'A"e could not do it. 
S.n11 tor BA.tn-sos. Art you limited h tlw rat~ of int<trttt-t that voo 1nay payf · 
See•·etary .MOIGZN'TUAU. Four and a quarter. 
Scnntor Gurrcr. Thttt it the maxinnrmf 0 Secretary MORO:E1iTil.AU. Four 11nd a quarter on the bonds. 
The Cn..unr.A..'l. \\rhat. are_you ~ying now t 
Secretary bo!OIG:e.:N'TH.t.U. The aVel'tlge rate of interbt-1 han a 

lltltV""Mnt on that7 and I might u wdl gi'fe it now. 
1'he aftral(& annual intfr'8t rate on the inteft8t-btaring dt:bt on 

January 81, 1933, ,. .. 8.407 pe~nt, wbe,.... on O.C.n1ber 31, 1934, 
the anl'llr': rate was 2.96 peroent, a rMuction o·f 0.447 ~reent. The 
inte.retit ebars.te on Januar1 81, 1938, amountf<l to $697,000,000, 
wbereu on Decembe-r 81, 193-6, it a mounted to $821000,000. The 
81"* d•bL on January 31, 1088, .vu $20,801,000,000, nmlon Decomber ar. 1934, w .. S23.•7s,rro,rro. 

Jf the,anrage annual rate of .3.407 pereent on January 31, _19331 bad eontanued up to the prt!8tnt time, rhe amount of the annual IDler­
eat char~ would todar_ be_ approximately $9.'12,000,000 inotad of tbe 
actual char~ of $827,000,0001 or a sa vi~ of $1.26,000,000 u a result 
Of the l'fduction in the aTt:r&~ Rt.f:. ()D December 81, 1033t with a 
grooa dtbt of $23,814,fro,fro the 1\'trag<> annual rale waa 3.296 per· 
ctnL If this latter rate htti continu-ed _up to thf pl"'fft.ftt lime, the 
annu•l int.tl'eb"'t chiJl,re today "·ould be $921,000,()X), or a saving of 
about $$4 ,ooo,rro. 

I n other word~?, the nlto of intcrelrt durinR th i.!t t>R11t yoar has come 
down about one-half of 1 pereenl. 

Sen.• tor \V.4L8.H. Are you uking fo t· a ut-hority in thht bill to recall 
at C convenience or at your wishes the nev.· iSi~f 

tary Moll<l.,.'TJUU. We havt been calling thorn ju.tu rapidly 
at we an. cJ Stnalor W .u.m. Tb- are pea isrutof 

S..ntary M~nu.u. Old i.oaues. 

) \ .~---t===-=----.... 
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6 l'O A-MISU SICOlfD LJIIRTY BOMD ACT' 

Stnat.or \\t AlJJH .. \\That about tlwo. future tJ.at you are goiq to larue 
1"" a ~II of thi.1 l("flislation t 

Secretary M OilCt.STtuu. 'Gnder our prestnt author;ity, it we wish 
to rai.fie new money, • ·e Hnnot do that either unl,_ we ~t. this addi· 
tiooal authority from Cool<""& 

Senator \VA.LAII. I am wondtrinsr ho•• fixed or i teble the new i"'-iuee: 
will be that you uwy assue as a ~t of t his JtgisJation. 

Steretary ~tOIIGt~STttAC, It would han to bt within the linlitw f1f 
tho S'.!f~CJOO,f100,000 WHrlh Of bonds. 0~ $20,000,000,\)0(! O( not .. Olld 
c'(•rlificltt& Jt wouM luu-e tost'J w1thm thOtie two lumt& 
~nator \VA&.ell. I unden;ta•- that. llS to the 11mount. but suppose 

in knother yN1r you wi,..h to refund some nf those bondJJ. CIU1 you do it 
willwut oominu OOfo•·,-. the Congress., or not t 

f.k.'Crotary MOii<:~NTuAr. Oh. yes, sia·; thi!i will tnke enrc of us for 
c1uit.e a wh~l~. 

Scn•Wr ' VM .. otn, Y•111 t'fllr a.~ you pleat'eellll 1u1d t('('tt ll bonds? 
Secretary M onOK.NTUMJ. Up to the exten t or $2~,000,000.000. 
'l'he Cu~rMNM~. Hut \'OU could not. do it i f you did not lun•e thia 

legh .. laliou, t•xl"f')Jt rtp t•;$100.000,0001 
Strcretary ~hJJ:OIS~TIIAC, That is right 
'l11e CttAIII),I .\S. Ht o>J~\'~ that they 111\'t' r<"aclu~ct t h~ limit aftf'r this 

nut ~e of S1.800,unoboo. a nd they wiJI only h.,., authority then 
to iMUO $700,000,000 moro o ( bonds unless we JlUI!I thi. lt(rio'tat.uro. 
J f we do. tht:n thty ha,·e the autbor it\·. 

S.nator H.um!<,.._ Thtro is Ibis Jitr•rence a lso. if l unden.tand 
it.. Under the p~nt law. wbeo JOU have retired bonds, t hat. autu-­
rnatinllv mlu<'f"' th•• IUUC:Mtnl. Tbi's leaislation pro1~ to cbanr._~ 
that fiO ihat. il you retire bonds in the future, it dota not reduce the 
"'u:imum amount oubitandinJ.! of $25,000~000,000. 1"hat is, if after 
th~ U.ue, you t~houJd call in $5,000,000,000t that does not reduce the 
Amount from $25,000,000.000 to $20,000,000,000-and that it ditTerent 
from lho old law. 

Socretar:y Mooo•NTUAl1. That is right. 
&nator H A811.N08. That h:J as I undentand it.. 
Senator W AI .SIC. lo th""' any pre<:<ldent, ~ir. Sooretary, for ouch 

wide latitude of powerf 
&eret.ary ~iORo.E.NTHMl'. If you don't mind my eaying it, Sen­

ator--
Senator WAJ.8II (interposing). You are asking for Ltgiolation to 

Jl4•rruil ,\•ou- J nm Oo"l ,•ri•icizinc: your pUrJXliie-but. to JWrmit you to 
1-efund u you d100t~e $25,000,000,000. 
~relary Moll<l~u.u. Mr. COolidge sa yo wo have that 1uthority 

nuw in notes and ~r1ificatas; but may I ay it does not ~rive U! any 
•ulhority othtr I han to takt advanta~ of the t.dstin~e money rate. 
and to no_ftO&t the <1•Wf'mm~nt dtbt. and take ath·antas;,"e of a time 
of Jnw.montJ' rate--.. ~situation eha.nges rapidly. h. ... .,J·u.._o;,t a 
)Nr 0(!<1 th1t [ hor.,•wed for the ~uury for 13 montha an paid 
:' llli'~"" inttf'\l't<t. " •I tht last loan I w-u ablt> to borrow. $I .BOO ... 
CkKl,OO(fat 3%. 10 t ft,. &ituatioo changes ao fut that if the TrtaSUry 
;,. cit(! down ..., tlw. it cannot take adv011t.ago of tho bond market 
when it is lhere. l think the Government. would sutTer throulie:h not 
oong •ble to take advantag<> of the low .. t interl'<t rat... availabl•. 
Th, thing ahifts 80 fMt within a year. 

) ( 

) G 

) 

) ~ 

TO Aat&JI-o UOOx-D LlBUTT BOXD ACT 7 

Seoato• CouUUIL u there UJY definition of tho roftm> ... u 
between hondo, etrtift .. teo of indtbtedness, and Trouury billa! 

S..:maf1. M-axTwa. Cou.td Hr. Coolidge aJliiWer d•ac I 
Senator Coon:.•L Yeo; I would be glad to havo an IMWtr. Thcot 

baa never btt.n done. 1 ban. neftr beeli able to'" a ny authorit.Y for 
the definition. 

Mr. Coouoo&. The Oovemment. bonds mos. ha,·e a m.auurity in 
extess of 6 _yea..._ 

Senator Cooa.u& h that pro,·id~ by statute! 
Mr. CooLrDOe.. T hat. ia pnwided by statute., as J undtNland it. The 

not.eto mul'tt. have a Dlllturity between 1 and 6/ears. The billa IUHI 
c:ertifieatt'H leu tl11n l year or not io exeess o I year. 

Sc.n•ll..or CoOXCNII. Referring to section 2J, pa~o 4 tllC-I'U is •·cfel'• 
c.nce to c.<e1·tiRcmtes of inde.btedne~ ""d Treasury b1ll11t Lui no r('ft•J'C'ncc 
to not~. '\'hero do tlre. notes take place in t hjiJ bill t )' ou have rou•• 
c.lnsiri flcfttiont~-bondl, not.t~, Cl!l'tificates o f inde.bt~tuo!W1 and Tl'f'&H• 
ury bills . 'Vhtit do you refer to when you mention noted 

Mr. Coot..looac. 'l'he notes ha,·e a maturity OOw~n I and ~_yeaN. 
Sen1tor Co\11.1!N&. And when must Treuury billa m11tu~t 
Mr. Coouuo1t. 'nley muM. mature not in u~ of a year. Ac the 

pft:6('nt time we are lfUing $-.month Treasury bills. 
Senator IJ.•.mxoa. What ia a TteasU!J bill t 
Mr. Coounoo. It io a bill aold on a d.,.,.unt basis and it it aold t o 

tho higbtst. bidd•r. Theft io no inw..t. 1tUclted to ic. 
&nator Cooxa.H& No coupon 1 
Mr. Coouno&. No c:oupon. 
S.nator Cocnr.xL Wli•t io a e.rti6cate o f ind<btod.,_ thtn I 
Mr. CoouooL That. is a note, e.xeept lhat it is te.M ti\Jin a yor anti 

baa a dif en.nt. name. 
Senator Couu:.•L o- that bear interest! 
Mr. Coouool!. Yea; and the authorization provi&ions in the bill 

have minor ditre.~ncee. 
The C uAJM.)IA!'if. The. ~nly d ifference bet-w:een a certi6cate of indebt­

edness and a 'l'reuury b1ll1$ that. one bears 1ntere6t. and the other dne" 
not, and both are. for not more than 1 year! 

Mr. CooLmOlt:. YQI; 1md for convenience the.y aro sold in a t<nne· 
what dlt'enant manner io pra.ctiea. 

Senntor Coun.NI. ' .Vhat.objcctivc dolou ha,•e in mind for 1ht iMU· 
ance of otrtificetes of irldebt.ednesa an Treasury bills J Tlwy hoth 
matur(! wit.hin • yoa_r. fl.8 l und~and it. 'Vhat. iti the purf><Hif' of 
having t:ho two kfnda of indebtedn..., I 

Mr. Coo...,_ n,., prootioo bu been in the tlltil to .. 11 corc.ilkol8 
of in.debtednts~t in rat.he.r laJl.,re atnounts at a. public oft'ering. In llle 
billa Ch6 way hu '-n to ..U ....uty to the bildltst. bidder. In re­
(.'ellt'months we have 801d oo oerti.&ates of indebtednNS, and thtre 
1.1'6 none now outaa.ndi.f13 e:ace.pt. for e·rivat.e aC!C(Mlnts. 

S.nator Cocn.&.•L C.n you t.tl1 us Just by_ what_ p~ J,OU &r• 

rived n tho '""' tbat ;rou w'Uited a ~,000,000,000 hmrtauon on 
hondJ, and a $20 000,000,000 oo certificates o ( ind•btedn- and 
Trea$11 billa' ' 

Mr. &::ooc. T he amounts ,...,.. plued 10 that they would, un~or 
th& coodition:s tba&; we can fo·f"t!'::MM for the out year, we can gne 
ample leeway to • wbichen.r waa best suited to the marke-t condi· 
tiona without • •coeding th01111 limit.o. 

ut82t 111 a 
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S.nator Ccont.'<a. YM. H ow do you a.rriYellt tho $20,000,000,000 

for lbeoe nouo and bills and eerti6cat. of inde"'*'-f 
Senator ltt.tm"OO. And T"""""Y billa. Then U41 th-, II'O'Il't 

!beret 
Senator ec.n,._ .... Not .. an not ream.! to. There""' ODlf two. 
llr. Coouooa. In port, n use tbe same fururM u alrea~ 10 the 

biU. At the p,....nt lime we have a right To iloue $10 ,000 
oa<:h, and we combined th-, not to change lhe wma of e bill1 ~ $20,0001000,000. That amoont is ample, becaUM what it perm>ta is 
the ooanoe if bonds are not frompt.ly salable, of $8,000,000,000, 
which is enough to take care o any probable needa. U bond• are 
oaloblo wo wo>ild not use the full $201000,000,000. 

S.n•tor CounNs. May I ask you rurth.er--
SerullC>r IIA((n N08 (interposing) . Pardon mo1~nat<>r. Defore you 

]c&VO thflt point, f WRnt to COli your attention to the faCt that the 
not.t6 flro mentioned. On line 15 jt, 11ays, "And not.ciJ autho1·ized by 
section l8/' & that it indudes th~ classes. 

&m1t.or Couz:r..Ns. ft hiL'i been stated in dif:ICut~t~ion• among finan· 
cit.nl, u 1 unden:tllnd, that the. Government burro••ing powen are 
haurded by the fact that you have so many sho~tin·lt eecurititi out. 
Is that a fact! 

Mr. CoouooE. That might be" qu .. tion of opinion. l would fttl 
that thai wu not rho Cll!<. I would feel that it would be unwioe to 
ha,·e too many additional sbort.-time seeurities. 

Senator COoxL~&. What do :rou mean bv "additional abort-time 
fltCUritiN"f • • 

Mr. CoouooL w~n. 1 would f<r)' much pref~r to rai .. I larj!er 
1•rt of our money in the future in long·time eecu..riti<!:l. 

Senator CouxL<I. Why! That is what I want to ~taL I do not 
""'lhOI>UrJ'O"'. I want to get eolightcmnent. · 

~lr. Coouuor .. It is a matter of )ud,gment tl1at tJ\tre might be two 
sid~ to. Th\\ t~hort.-time seeurjties ba\•e to be paid at maturity in the 
n~ar future by ne.w borrowing. Tbey a.re subjoct t.o change in the 
mtA'2C Cor 1noney, and they are too largo an amount to constantly 
l"ttfund. lt give~ an uncertain atmosphere. 

Sen•uor Coozr.sa. All right. The rates though are 80 much 
l'iHIIIIIt'r em the ~hort-timo 5eeurities than they are oo tho lon¥:tim& 
tK!curititK, ami 1 11.1.ill am unconvinced that there ie a nood for 1t.. 

Mr. COOl .. IOOf'.. 'l'hat. is true temporarily. 'Ve never know what 
nury tnkt piAc:t in 2 or 3 years. Rates may eh~. 
~nar~r CouzBNI. So you think th.,., is a huard; you agree with 

!bat phol~py th&t there is a hazard in having too many ebort­
t unt~ HCU r1 t K'S outt 

Mr. Cobuoo&. Too many. Tbe question in my m.ind would be 
•h•t •mount. 1.1 too m&Dy. 

S.nator <Mnua. What pen:entage of tbe whole would you •Y 
wu l!o8ft to have in ahort.*time sec:u.riti.t~~f 

Mr. CoouOOE. That is a nry bard queotion and it dei'O"da a good 
d.,.l upon what ia called" short-time oocuritieo." 

S.nator <Mnua. \~do )'OD call • abort-time oocuritiM "I 
Mr. Coouooa. That 11 agam a bard queotioo. For inatanoe, if 

y_ou call, u would be quite proper, a. and 6-year IOCuriliM short "!"•• you eould otand a very much larger amoUDt of 8 and 5 yur 
w1th ptrf<>ct oaf tty than if you call abort timol .. tha.o a year. 

1 0 

0 

J 0 
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~r Coou><o. Take to da,. and tbc»o 1 .. tba.o a ,._., ODCl 
3- and 6-y.r IOCUritioo, do you call all of tboeo abort-time IOCUntioof 

lolr. COouiiO.L I ordinarily do, but it might vary, depeodillg upoa 
the topic of eonv.....Uou. If I ...,.. t&llr:ing to a banker and h. wu 
talking of his abort, qu.i<:k portfolio, be would go onder • year. 
From tho Oovernment'l point of viaw on sbor\ term, 1 would go up 
to 6 yean. 

S.Oator CollllD<a. What do {,ou call " loog·time " f Ten yea"'f 
Mr. Cooa.moL Our bondH. n my own mind, 1 sort of have • 

vision of bondo heing long.time securities and olbera ohort·time 
800Urities. . 

Senator Cou•.,.•· So oil of tbi• busin ... is mo"' or 1 ... h .. y f 
&lr. CooLI.oor .. El111-tic r1ther than hazy. It must ntooi!Mril{ bo. 
Seuator HAwrrN08. The recommendations, Senator Couzens, i 7ou 

uk what l>roportion by p•rcentage this $20,000,000,000 hao aramst 
if!l~OOO,OOOff'O. 

:;omator UJOKr.NI. 'l111t io why I asked it in the 6m pl.... 1 have 
not. receivtd an an.awer ye~ but. I must confess th11.t. I am in accord 
with his views that. the whole picture is hazy. No o.ne at.m• t.o have 
any definite vie- with ..,.poet to finance. 

l!r. CoouuoL I think tho 1lllBWer is, S.nator, that wo plaoed con­
sidtrablo leeway to give the T"'uury power to use !heir judpenl 
from time to time u to what is-suited for sale. 

S.nator W •UK· Mr. Coolidge, the beDb ba,.. to meet thil 10mo 
probkm of bow much lhe1 abould tab in llhort-tinMo aecuriti• and 
bow mueh i.n long.time eecuritit.:~l 

Mr. CooUJ>O&. Surely. 
Senator W .u.aa. What re-ntage do !bey usually invool. of !heir 

fuuda in abort-time _,riti• I 
Air. Coou.ocnt. Tbu varies enormously with the ditre.renL banks. 
Senator W uon. It d-f 
lolr. Coouooo. Enormouoly. 
Senator \V AIAU. There is no point at which they .X to invest. i.n 

•hort·timo 86curitiMf 
lolr. Coot.u>O& I havo had figurea prepared from some of U1o capital 

atatcmenu which would ind>cate tha~ perhap&-1 ••n going from 
memory- that perhaps ftOmething over one-quarter of our Treaaury· 
bonds •r• htld by banks, wherea8 close to on&-balf of tho Treaeury 
notes aro held by banks. 

&oator W AJ.An-. That dOH not quite 8Jl5wer mv question. \Vl'tt 
re-ntal!"! Take the Firot National Bank of 1loito»-what per­
cen~ of their aaseta ia in shoft..time securities, on the avtragtl 

Mr. ~ In Go•ernmeot abort-time purchueef 
Senator WoUiu. No· in all abo!'\ timt. 
Mr. CooullOL Well, 't have never looked at their atatementuaetly 

that way. When they abow a quick statement, I abould think, off­
hand, 60 or 70 re-nt would be short-time eecurilioo, although with 
lh~ir large boldingo of Gonrnmeott, -of their long•time IOCUri­
ti .. would be in Gi><ernment bonds, preoumably. 

Senator <Mn&-'<8. What is the amoont of ouutanding Oovemment 
oocuritiMthat a.re eligible for oocuring currencyf 

Mr. Cooa.moo. There are about $800,000,000 of the old 2·percent 
eon10la and Panama bonds !bat a.re eligible in them~l .. o ror eur· 
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rm.y. Thore i• a low which is ~.q>iring this July making bonch 
7ioldiag not rnore than 3% eligiblo up to a bank'• eapital for the 
... """~of .,,,..ney. Tha~ is at pr...nt ia doot. 

Senator COIJ!lD<o, Do you know H-. many o f tboto a.N out­
..tanding l 

Mr. Coouoo:a. 1'boe& are oubst&ndin.t fer in txttRI of the power 
"'f th• bonlaJ 14 UJIOthem; sU; and a half billion. 

Senator Coou1<o. You say there an 6~ billions which are rJigibl<> 
if tbe bonko' CApital permitted I 

Mr. Coou1>00. y.., 
&nator Cooz:r.ws Do you intend to ask a continuance of lhe au-

thority to UfJt\ tht>8e 8eC'Ur1ties for currencyt 
Secretar,Y- MoHOE.NTIUU. No. 
SN11•tor Cootr.ws. l)o you intend to let it. e.xpire.t 
Sueret,.ry: MOtiO'I.Nl"lUo\U. Yes, sir. 
Sennt<>r Couz•Ns. So thot t hese 6'h billion willnot,,after July, bo 

•lilllble to lleCtlre currency! - • 
Mr. Coouooa. That is right. 
Mr. BIIOUOIITOl<. F"'copt pre-war. 
Senator Cocrnsa. I mun 1rith the. new eecuritiM that wen autbor­

illed in the last bonking act. 
Mr. (.'ocuooo. They will automalic:ally COMO on July 16. 
S.nalor C<XfJ:&~& That. i.s what. I am trying to find out.-if you 

intend to .,k for authority 14 extend that. 
~tory MoaoL'<TllAU. They sa~· tho $700,000,000 eonool• do not 

f>%pttt on tl•e l.it of July. 
Sf..nator t"otwz:c~& No ; they have. always been eli«ible for currency. 

I a.m talkiosr of the authority giV"m in the new banking act. 
Seertt•ry MOROESnuu. They ex-pire in J u1J nut. 
S.not<>r CouzBHS. Aft~r ,July I, th- secuntieo will not bo •ligiblo 

to 8l"CU~ turrt'ncy 1 
Secreury M f•1tOP.N'MIAU. Tiutt is right.. 
Th• ('l••••w•><. Are there any furlhor qu .. tionol 

. Sen•lor K11<0. I •uppooe, Mr. Coolidge, tho propooed •pproprio­
tumM, one for $4,880,000,000, o.nd tbe.n tho • P.propriot_.ions which will 
be made for \hf'l Homo Loon And so on, wtll affect th& mtrket. fo'rl 
lk'turiti~t And "'ill ctdl for increa.<ted borNJ\\•i.ngw\ wiJllhoy not1 

Mr. Ooor.rooP.. As thnt mone·v is spent. it wi 1 call for inereatoed 
borrow in~ ~ll r(• ly. _ _ ' 

&-nntor K•~.o. \Vhnt tlo ~·ou anticipate may be the neceesity or 
thto amount of nu.·real!led borrow-lngl! that will be required during the 
uut. l or 2 yun-t 

,Mr. CooiJ"'!L There are ontstondinl' today ~,000.000,000 of old 
~tbtrty bond t;l:SUH. Th0t1e all bear rates of in.tet"Mt abo\'e prevail· 
lnlf rat.._ and if conditions otoy as tbty art. thtr oil ohould bo 
refuntl•d. 

Stnattlf' K1so. But I am sueakins:: of new borrowinp. 
Mr. (~tXuJoo&. That is ~,oiio.OOO.OOO tht.n. 

• Stnator KDco. I am speaking Of new indt.btedn.-; nOt c:onYe.r­
€J011A. but n•• im~btedntM. 

~tr. COOl.IDGL nlat. is a question of the ez·penws the Tftuury h-. 
to I'"Y r ... m low• pused by this Congress. 
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S...at<>r KJ1<a. I undel'lil&nd that; but I was j~ wooderina if this 
bill had in conttn1plation 1'try large inert sed borrowln&s, not ton· 
vtn.iooa or lnt.nafel"' from. one form of indtbted.nts.J to anOt.btr. 

Mr. CooW>GL We foeltbo authority is ample for anything that is 
~ to be nquired wilhio whatel-er we may be u.lr:ed to ra.ifllt. 
We feel tha~ bill hu authority. 

Senator KJ1<o. Thot would bo ,..;thin tl~$45,000,000,0001 
.Mr. Coouoo& Y oo. 
Senator Ku~o. 1 f thi.i bill which is now before WI paitjH in itl 

preoent fonn\ do you feel th•t there would bo authority to moke eon. 
vcnions of 111ort,..~nn to long·tenn or eonve.rslons frolll lon"·t.erm 
to sbort,..Lorm or to inereJLH bOrf'O\\'ings up to $4.5,000,000,000 111 the 
nggregate I 

Mr. Cooa..aooa. ·n~a authority is thoro if it Us nee(h•d to meet. tho 
u~nS'-'8 of ,government 

&nalor K.two. lf Cougrea mUces the appropri.ation89 
Mr. Coot..tuo11. 1 f Congrcu makes the appropriations. 
Tho Cu.uM.MAJII. You do not change, u I unden.i:and it, .0 rllr ... 

tho eertitica""' ol indtbt•dnoso, Treasury bills, and short-tim• n~ 
you do not cha~ tho right now ol the Tre...,ry l You h&~'o tb• 
rigbt for m .ooo;ooo,oqo. 

Mr. Coot.uKuc. That 1a corrtCL 
Tho Cu.uaMA><. And you do no<.ebongo thatf 
Mr. CoouooL No. 
The. CHAIIUu.X. n,e only ehangt that. is made is madf •ith ,.(u .. 

·• nco 14 tho amendn>tnt of thi.o Liberty Loan A« that outhuri ... you 
up to f/J:>,OOO~,OOO to h .. • ou....,ndiol( issues of bondt at ony 
time; tlut.il r1ght, isn't itt 

Mr. CoololooL Thot ia right. 
Se.nator Cou&r.N& 1a that quite c:orrect.1 Bee&U!!e 1 und.-Mood ,roo 

to ~y _previomly th1t you bad increued the amount fro.ln 110,0()0,~ 
()00,000 to $20,000,000,000 (or short.-time se<"UriliM. 

.M.r. Ooouoos. \\re combinPd tJte two amount& At tbe l)rtM'!Ilt time 
<we have a right to iNue $10,000,000~ notes ancl $ 101000,0001000 eer. 
t.ificate& nud Uill11. 'V& ha\'e been i.s:suing not.M and we h&\'O not bee.n 
issuing bills. 

Senator Couz~x& So you are just eomhining the t.wot 
Mr. C'oouoo~ We are eombininj:t the two so that. \\'e tu-e ftblo to 

issue nol.<!fJ in e.xoeF.II of the present amount ouW.anding. 
Senator Cous&"NJ. There is one other pJiot, going back to theM~ 

·eligible Government ~uri.ties for currency. J.>O .)'Oll know how nuny 
-of thOM n6w eligibleeeeuritiea ha\'e been uSed for currencyt 

Mr. Coouoor. About$260,000,000. There is nry litde demand lor 
it, boea...,lho bonko havo 14 P"Y a tax of one-hal f of 1 percent on the 
.ttnn:ney they issu~, and they do not a.~ to spend that. 

Senator W.an. Tho figurt.o~ io this bill do not chanj(e in the 
authoriaation of tho 'l'ffiuury De~nt now in ito handel 

Mr. CoouooL Oh,~·oa. 
S.notor W.woa. How mucbf 
Mr. Coco n>OL They chango in roopect 14 tho bonds. A• the p.-n• 

time ..-o have author~ty to i..,o only $2,600,000,000 odditional bondo, 
and that. prennte \UI from the oon,·ersion§ or {rom raiaing addi· 
tiona! fund• by bonds in """""' of that amount. 

Senator 'V ALAH. How much more would this bill gi' '6 you t 
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Mr. Coouuoa. Und•r the p~ oathoHty •• would have au­
thori t 1 to ;..,., $11 000,000 000 in """ bond& 

Sonator W .u.m. Whu do yoo think the t.l~ ia going to be upon 
tho <OUntl")' at tho p.-...nt time to ha .. it announced tha t tbe Tftu.. 
ury Department ia uking for authority to iscuo Sll,OOO.OOO,OOO.more 
than It b11 enr before been authorized to U.uef 

Mr. CoouDOL r thinlr that lhla bill would have DO ell"oct upon 
the country to that u~ent, beoause it merely giv .. the Trouury tile 
power thatit noeda •·•ry liadly to refund in the proper manner. 

S.notor WAt.$11. Would it not be hottu for the aalie o( indicating 
.. tety of 001-rowing in the future to try to keep •• cloeo to the 
p.-nt authorir.~tion as poosiblef I am thioldng of the P6Yeh<>­
logical e ffect. it wou1d have. 
~fr. Coo•.moo. We hue in a se- reduced the pment authori ... 

tion. Uuck h~ HH7 the Treasury was given authority to i88ue 
$28,000,000000. They did not give the revoiYing authority. We 
nro now Mking for m,ooo,ooo,ooo but.,.., asking to be able to repav 
our pment bonds with new bonds. · 

Stn.tor \VAUtt. Yes; but as I understand, the total authorlution 
h• re io $11 ,000,000,000 more than the Treuory h11 had in the past. 

Mr. Coouom•. More than it has today; not more than it hid before 
it bogan refundinj!. You 1ft, what has hap{'OD~Ne!Mt wo lul,vo-boon 
e<uLountly reduemg our authorit;r by paymg' olf Old 'i""..._ wl1ieh 
automatically reduced the authonty. 

S.nator W AlAR. I am disturbed about how that csn lie used. 
S.nator n....,,..._ Following S.nator King's ~ion, aa I 

und•rotand it, this bill tabs """' of the F~ral Treuury ond tho 
Fed•ral dtbt up to $46,000,000,000. 

lfr. Coouoor. I would not f .. lthat, S.notor, beea..-
Stnator HAmXG8 (internJpting). You would not. (ff'1 that, but 

irn' it true! 
Mr. Coouoo1. 1< would not take csre of 1. debt. of>$4~1000,000,000 pro!ll.J)Uy. Our h•nds would b6 tied; we oould iesue tha proper &e· 

cur~t>eo. It t•kes CAre of a debt of about $35,000,000,000. 
Senntor HAI!TI:<Oo. But the limit would be, if you uted all of this 

outhority, you oould not exceed $45,0001~1000; $26,000,000,000 in 
OOndtt, and $20,000,000,.000 for the three other c.laMC& 

Mr. Coo1.1ono. That is t rue. 
~n•tor H•8'l'INoo. That is what I wanted to bring out. 

. ~{r. Coor.roo .. 1 •ould feel it took care of • debt of sa~,ooo.ooo,ooo 
m lli"'~r fonn. 

The C"uAtaMA!'t, 1 think you stated for the rtOOrd there how rnueh 
was O~ltllt•ndin~ now o·f these eertificates of inde.btednftle and Treas· 
~ry b1lls ond shor<·time notes. didn't you I That ia in tho roeord, ia 
1t nott • 

S.....tory ~loermmuu. Y .. ; I thinlr that wu included in tho 
Ma&.tnltnt. whtch 1 rud~ 

S.nator Ko•o. What wu the hiJ!bost amount of indebtednMS at 
the close of the war or immediately lollowing the wart 

)fr. Cooo.moa. My ,_llection io in the neighborhood of 

~~k~o. And our indebtodneoo now ia whotf 
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Mr. Coouoo&. About the aam•; slightly higher, I belloYO. 1 am 
told.~ ~otor\ that l wu ineorreet ; that the .-k wiJ $26,600,000,000. 
I ..W would ilro to eheelr tho&e figu...._ 

Senator Kn oo. Wbeo you are sPealo:in2 of the prooent indebted..., 
d- that include tho loans to the 'R. F. C: a.od to the Rome Lout 

)lr. c--&. No; the guaranteed obligations a"' not included in 
••eh statemtnt.. 

Swator Ku<o. Bow are thoyf 
Sonator CouuMo. It includ .. all of tho R. F. C. but not the Rome 

Owners' Loan t 
~lr. Cool.lOOo. No; not the Home Owners' Lou or t.he Fam1 Credit, 

and 1 believe it dou not include about $200,000,000 R. F. C. owned 
notes. . •• d • Senator ·KINO. I had sup~ u-ntal w a Ntement. was ll\1 a 1n 
the S•n•w. " day or two ago, that. all of the loollll m•d• by th.o 
R. F. C. and collected would either be used in a revolving fund or 
returned to the 'l~uury. I was informed that $VOO,OOO,OOO of the 
loan_, of tho ononey loaned or advanced to the R. F. C. ancl which 
it. had loaned and which had been repaid had bofn used by Mr. 
Hopkillll under tho outhority of the !'rWdent, for relief, and thot. 
$600 000 000 more had bet.n ~eques.trated or at leel4 earrnatked for 
that.' pu;t>O'O. 10 that $1,000.000,000 that I bad thoul!ht. would he 
returned to the Trusury will not he returned to the l'reuury but 
will he usod for rtlief. 

Mr. c-.tDOB. Mayl have tho Diroetor of the Budget answor that 
qUHtion t 1 am noc. familiar with it. 

S.nator KoMO. At any rate, you hue not gotten that$!,()()(),()()(),()()() 
beelr into the Trouury. . 

Stnetor Cooz:&)fL And nenr will. 
&nator Kt.~o. And neve.r w.iiJ, probably. 
)lr. CoouDO._ 1 would rather have the Diroetor of tho Bud,U 

IJUWU tba&.. . • A • 
Mr. Br.u.. Last. year, in the. ~mergency Appropt1tt1on ct m 

June, CongreM gav• u1 authority to take $500,000,000 of the unobli­
gated b~lancoo of tho R. F. C. which has been taken and ul!od and 
will be .. haustod tho Rnrt weok in February. In tho $4,880,000,000 
bill, no• po.nding, lt ie contemplated-it gives th~ Preaident. au· 
thority to tallo a f'urther $1100,000,000 of tlie unobbf!'lted balan..,., 

Senator K UilO. no baa not. th.B llUtbority now 1 
llr BKU... No &ir; and ~very time he h.as taken it, it ha¥ been 

givtm. to him by' Congress. He bas no auth~rlty othen¥ist. 
The CuAtiJUK. An there any other que&bon.~1 
&.nator HArnNOI. I want to ask one other question: A~·t.. there 

boodi t.uect by the Home Owner~~' Loan Corrration, Oonrnme:nt 
bonde, or eome othtr of tbe&e nrious agwc.ies • 

Mr. c-.moz. The Hom• Ownus' Loan and tho Farrnera Cred1t 
are the two orpoiu.tion.a which i.ssue. their own bonds, which are 
guannteed both aa to io~e-. and principal by tho Fedtral Oovern-

.....,&;.ator !Um><.._ Then thooo bonds a"' not included in thiaf 
Mr CoouDOa. They are not included in t.hiA. 
s.r;ator Co.,.,ML Are we quite eorreet in saying thot tho Farm 

Credit bouds are guaranteed &y tho Federal Oo•·emment.l 
Mr. CooUDOB. Not all of them; but oome of them. 

) ,-
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S.nator Counlll. J- what a~ issued! A~ tbe conoolldatrd 
bonda guanntord I 

M_r. <;oouoor. Not tbe consolidated, but tbty hl\'11 autborit7 and 
are lMumg bonda for new loans and to help tbe r.nnt"* repay thtir 
J>,...Dt indtbtrdn-, and tbooe bond.• today a,.. guannteod by tbe 
Frdtral Oo•·•mmtnt u to inru.st and J?rincip•l. 
~nat or pom:tJf$. Wht:t would _you think of it. u a touod flnant:ial 

l><•h• •• to mclude tb..,. m tbe Gonrnmwt. oblig1ltlona, th09e tbat 
•~1 fike the Home Owners' Loan Corporation ana tM. Farm Credit 
nbhgation•l They are oblifl'ltions of tbe Federal Oovornmont if 
they are guarantoed. . ~·r· COoLmor .. They &how on our statements at continge_nt. lia4 
balollto~. 

Sl!nn.tor Coo~tl'l8. But whe.n a~y reference is m11de to tho Govern· 
men~ debt, they only rofer to $28,000,000,000 tbot is outstanding 
outoadc of UaC)I;C. ' 

Mr. ,Coc;u~mc~r.. That is ~ru<', and that i5 \'ery custom1-ry in ot,hflr 
cc.utntl'lCf'l. It 1.11 true. for Jnstance, as to t.he Eogli.s.h public debt. 

Senator CouxEN&. You would not as a bAnkfr thou~~:h look ''ery 
'·"''~ryt~ly UJ)()D a liitAteme.nt that. did not intl:ad~ the 'contingent. 
habaUtlt'-c. 

i\lr. Com..room. l .•ould e.x~ .the contingent liabilities would be "'t.","'"· but h conting.nt lubilihes and not to indude them in th~ 
iluwt df'bt. 
, St>nator Ktso. 'V!'•t woul~ you ttay the totll indtbtedness of the 

( run,mmf'nt toc.l~'' JS, ~xchmve of the guaraotf'td obliRatiorut, and 
thtn I ,.hall a,.k at lou ha,·e. the~ to gi•e us~~ amount o·f the 
J.~•r.ntf'f<l or ronbn,:entliabili~ u you call U•em t 

Mr. CoouooK. On December 1, tbe total groos debt wu $28,478 • 
000,000 ond odd. ' 

Tht CUAII»AS. ~ow, the contingent guaranteed. 
Mr. Q.)()IJnXlr.. Tl~1A statement of the eontingtnt liabilitiec is u of 

N•pltrnb•:r 30 .. 1 woll h~"•to bring it up to dnte, but Uac total them Rt thot tune as ~1~.~~1000,000, di.,ded among81 the F edcrol Fo.nn 
ortwr~e $730,uw,uw; the R oane Owncnt' Lo1111 $908 000 000 · 

unci tl\e RC!<:Onl'l'truction Corr,rat ion cM.17 000 000 ' ' ' :4 ~ . • ~I I ' 
H. 0••:;:0co~~~. Maght ••k how it as that the\' claim that Uac 
I . S3'ooo.o01Nxlo ""'a has bren eJ<lended, the~··· 't understand up 
crn1re~t. l i~tbihti~ •;~at!~:n~o.ve less than $1 , ,000,000 in your con· 

llr. Cooa.aoor.. This i• ae~ually is.<uod 88 of Stpttmbe 30 Th 
•rt coootantly ,being i""'od and will continue to be u.:;,td · Tb ey 
h,.!:"L~ f0"~~1lments outstanding, but the bond• have AA!tuilly n~ 
~ IJ"("'f'n l!it\'Un.~. 

S.n•tor 1\aso. The o:ommi!Jnent& absorb tbe $3,000000 0001 
&rr. Coouoot:. That lS the.tnformation tbe ·" ' t 
S.nator Kn<o Of rou iJ the · 1 ll' e us. 

lia.bility tbo~ ...:Ould be :J:• $3 ooo~ass:!OO boncli, tbtn the rontlngent 
~lr. C'Aknmo~ Y~ sir; ~y. • ' · 
S.noto:r H•m><oo. I supposo it would be d'"'- )• f . Ull tht~ dal"fd. o0 ,. . lnft:U" or you to g.ve 

indebted~ u w~"ime:ht comm!tmenb Ol'er and above this actual 
Mr COOLn>O I "1 e <OIDJDllmeota on the guannti .. l 

~>J>tnd' 80me ti!e to fi~r::.ft:Lt this morning. \\Te would have. to 
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Mr. DIW .. \\'~ nliJ.,::hC put tbat in the ~ord. 
• &nator H .-.8TIS'OI. 1 would like to baTt tM rommitmtnttl Co,:.~. 
)liSt u yoo would n>au it for a bank iJ you wero goin" to borrow 
money. 

Senator \VAUn. You would ha,·e to gt-t the total authorization u 
.. -~1 u Uae $3,000,000,000 for tbe Home Owners' Loan by tho autbori· 
7.Ationa. 

Smator KaMO. Ap)>lrtnUy tbey ha.-e uhau!lled Uae $8.000,000.000 
and are JrOlng to uk for $12.5,000,000 more. 

Ser~"tdr IA~I:MOAM. Ru the Treasury Df.p&rhntnt h"tinuatf'd the 
maximum borrowing power of tl1e United States! 

Mr. CooLttl<l .. Under the p.-..ent I 
&m•tcir LoNr.lWA~. Undf'r exin:ing oonditiorus; ~·tA, air. 
St-ereh•rv M oltOtN'I'UAO. May I 1mswer t.hatt All tht1t yuu un 1·lo 

is thiH : 11\ lhe l'reAiclent.'• BudJeet m~age h~ eeHrnate~ th1t. the 
public dt•bt lor the coming faS<>ol year •ndinj.! ,Jun• 3(), 1936. will bo 
anca .. asetl by $4

1
000.ooi>,OOO, or a totn.l of $34.000,000.000. 1 'h•t h..,. 

been 5ta.W"fin Ius mef!M~. The point I want to mak@: iK this. Jttntle· 
men. that. after a ll, the P·r~:idtnt'a m~ haJJ btt.n out now for t. 
MUple of w~b.. Our requestinp; thi~ additional authority h.u hHn 
out and haft l>tt!itoftl the R ouse. and sinct the P'"ide.nt~, mffii!Min the 
bond market hag jitf"adilyi(One up, and b_y that I mt-an both with and 
without t bo j:<>ld tlou•. oo it bas notbins< to do \\'ith tht Suprtmt 
Court.. So lhat if tlu~ Count~· felt that wb•t we are ukin.g for, 
f'itber in tM ]>r8:i4lent'R m~sze. or thi"' additional authority, wtl"f' to 
undem1int tht Oo,·emnlfflt credit. tht bond rnatktt would have 
re-ac:ttd unfa,·orably. but it h .. not; it bas Jl<>ne uf.. 

&nator Cot:ustt. The hi~ther it ~up. the et11 it COfiU: you for 
your montyf 

~fr. Uoao:r.snl.tc~. Thn ;,. oor~. So that I feel that 1 c·ould ,., 
that. up to tht nt,xt fiJCfl. l vea,._..,and we cannot~ 1M-yond that-that. 
we are well within th~ rea\m of sound Governme.nt erect it. 

Senator Cou~f.Nit, May I ask you about these Oo,•ernnwnt uvin,:r~ 
bondiJ which "rr ,:rcnf'rnllr cRlltd " baby bonds "' 

'l'hc C llAIIU1AN. \Vt" stOpped you wlien you rot to thltt. Pie.~ ,:co 
11ht'ad. Ma•. Seci"«Ary, with vm1r uplan•tion o the baby bond&. 

Set:rcta•·y Monnr.~n•"'!· •rhn first new proJ>06A-l iM an auth~rin~on 
for the. iS~ulmte of " fle ru-a of bonclfo wh1c:h we. have CRIIed Umt.ed 
States Ntvings bond.t.11 This issue of bonds ls dee:i8l'ed to meet the 
nee<L~ t•f the t~mlll 11 investor who wanl8 to put. his aavmga into Oo\'trn· 
menl bond~ As thMe t~mall inve~rtors will wish to keep their inte.fftt 
u wt11 ... tht P,rinciJ?&l invf:!ded and n~ h~,·e the inconv~itnc:. of 
eu:hinp: and rNn'·~tmg thtar coupons. 1t HI pro~ . to 1NUe the 
bond . .s on 1 di~mt bLm and pay wbnt atnount8 to intuftlo.t at the 
1nsturity of the boncb or on earlier ~en\ptioo. To li~?~it theta booda 
to the individual invtf'tor. the- maxunum amount whu:!h may be ac.­
qui.-.d in anv ont year wafii fb:td 1t $10.000. Thit manMr ofnlf!fting 
th6 Mt<l~ oflhe in,·Htor bas been ,.ur ~Ju1 in Great. Britain to 
tbe elllw t of $2.000,000.000. ond it is hoped n,.y roeol with fo•·or in 
oor C"'Untrl"· l"'or the ('()n\·enitn<!'t of~ in,·estonc it. is propOiflc.l t o 
make the bOnd• available at post offio:s and otber eoun~_nient. af(tncit.A. 
lL is to be nott'<l that in fi~ring the ma:drnum amount of bol.dl 
which may be outRlandinJt under the Liberty Loan Act, u ame.ndtd in 

\ 
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tho finot oeetioo o f the dnft bill, th..,. ••ing bonds will be included 
in the ~.000,000,000 r$TOI•illjt fund. 

Jn order to avoid eonfu5ioo. it is providtd that. tbt ia&ance of 
Pooul Savinp bond• shall be dioc:ontinu..t afltr July ltaJI, of which 
!hue are about $88,000.000 now out<iandin~r. 

Tho CtUUIXA1<. lto that p~ in thi• IPJli>lat iont 
Sf.cretary MowoE..,.TU.Au. Yes. sir. • 
1-.. flourth: ·rhe l11$t. teetion contains tbt other """'" pruJ'Htoo~ll. V•ri­

mail ()eparhu{'tlt.f o f the Ooyef!ln~nt haye reaeivtd rt'<JUt.....,t~ to IIICtt>pt 
bond• ~uaranteed u to pnueopal •nd ontertflt b,Y thr Unoltd St•w• 
ju;~~.L b u,nik'(l StateR bonds are acceptable in l•eu of .&urety bon\ltt. 
A~ thtlr\' '"' nc1 r._.oson why these gu•ranteed bonda should not be ar.­
t-eJrh•d ti PI. )lf(.'UI' ily. thi.s section ame.nda t xisting law 80 as to permit 
tht' clcpOI'CH of the wholly gua_rnnteetl b<md,; cqu"IIY witl1 the primory 
t~blil(11tion~ of the Unit·ed States. • • 
~nntor H Al'T'INOS. " "iU you t"Xf>luin that. $88,000,000 of l:'tW..iBI 

Sa\'111JC~ bond!l. \\'hat are tbeyt 
E~::relar.v Mot~(I8NTHAU. Tbey now ha,·e the ~tuthorit.y to buy a 2(). 

Y<'l r bond fnmt the Postal Savin~ Th is has be-en out , bu't mo8t 
JM"'plr hl \'t' foJ1.(otlen abo~1t it. The.rf' are $88_000,000 (')( th0101e out· 
10~nd111g. In order tl•aL 1f Conjl1"t58 ~V6 UJ the authorit)' to i•ue 
thut MW amount of bonds, t.bat there should oot bf. tonfwuon in the 
noind• of tht po<Ot>l• who would go to the poo.1 ol!ieH, "• IU~Q~t>ted 
th11. w-e- r.naol the- ri$[ht to ~ any more of that arnount of the 
~rtar bonds antl issue these instHd. 

Af.nalor H•m~o.,. \Vbu is the peculiarity of tho. bondst \Vere 
thf'.Y bond.,. that Wfre payabl• in installnlt-ntff 
. Mr. U10~nTO~. An>· J)fl'80n who hu monty can dtpottit in the 
Postal S.vm~-, and tw1ct a .n:ar <"'n elect to corwert hit savings into 
t1nt 20-ytar bond. 

St-nator HA81'1~08. In what amount! 
~fr. U10vnnTOs. He tail depot;it up to $2,600. 
Sl'tutlot HAmsos. And how .srnnl( an arnountt 
Mr. fi~toconTON. 'I'he dPnorninations now iM~~ued 1u·e $!lQ $100 

""" $.'100. ' ' 
&•1U1Ior Omr.I}N8, And you want to cance.l that authority t 
Sorrtlttry MottoMNTllAU. Yes, si_r, 

I Seh•!•to
1 

r HA8'11NOS. On the theory that it io not n._..ry il we 
( 0 I Ill 

&crt'ttry MOII(I«:NTRAU, y fl6. sir. 

TISenbolborboCovnNs. There is no lin>it in the bill to that amount! 
lfi a .v ndst 

t&ll~cJ:."""•"Tiuu. Exetpt that they will come un<kr the 

tf'~i::f:n ~~ib.~~~~~~ no amount that you ha•e io eon. 

-~~~t:~;·~·~~~pt that it would come un<kr the 
thtre eould be outot.ondingt • .000. Do you mtan how much 

S.nator Cmn.,. .. Yts. 
Sec:reta.r,v Mon&ln'IU.o. Nol sir. 
S.nator COOU><s. Hu · · d h 

your inYet~ti\jtiont e y~u 10 mtn OW m.a.ny 10U can Mil, from 

op~o~~•rf h~oap!C:':,•~: There isba . co~iderablo dill'erence of 
r- ~ more e.nt US1ut1e than eome ot~rs. I 

1 ( 
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c.hinl< tha• onr a ponod of a ~r or t•o • • migh~ ~ ou~ '*­
$600,000,000 to $1,000,000,000. So- of my 1100eoa!.ot thlnlr 1 am 
too enthusiaitie. 

The CBAuuuK. Wbal. deoominatioos will they bot 
Secretary_ M<*loUmLlu. From ~ up to $10,000. 
S.nator H•m><oe. What rate of in-t 
Secreta" M-••Tu•v. In the bill .. we ba .. wgfl"'ltd it, bo-

t•een 2 and 3 Pf""'nl. 
Senator Couzc.:oo·e. Not mort than 3 percentt 
Secret.ry MoltOC:CTHMJ'. Not more than 3 percent. . 
Senator ~tt ... mxos. 'rhat.. would leave it 10 the 'l'rtbury to dee1tle 

as be.tween 2 11111 8 J>ercentt 
Sae•·c·tKry MOMO'flNTUAtt. Yes. We would priee: them in at't.'(IN.lante 

with whl\t. tlH~ int<'l'('!it Wthl. , 
Senator Couzr.s1t. On tb11t. di~t'Ount, bond, lhe filkmple uf wh1eh 

you have shown u~ that i8 fi~uretl at 2'1:& t , 
Secretary MoaottNTUAO. Two lllld a h-a.Jf; yes., mr. 
Sen11t.or llArnXM. Would you, for i.ruotanoe, tSti'ue tht~iie ~~ulil be· 

ginnius;t in Junt-, •·t ,.,.ill f!ll)', al2J)f.I"Cf'nt, •nd then chanl(t'i tl '"July 
or Au~tu•tt Chong• it to . .. y, 2>,it , • 

Setretary MoaoJ:.STIIAU. Stnator Hti'tinAA what ~e art- p~posm,: 
is tofjt ouL an iN<U6 on the lir!t of tath month. .And l.he tnt.el"ttit 
"""'I be fix..t . It would ha•·• to be fix..t for the lift of th• bood. 
We eould not nrr it durin~ tbe life of the- bond. 

T he Cu.u.,.,u;, o\n)'body ('OO)d buy ~08tf h would not be- rt'-' 

stric:tNI to th• pooplt who had postal .. \'Ul~ at all I 
Seerocary M-o.~n•v. Anybody oouldlouy thtno. 
The Cn•ra,.AN. Auyonet 
Ser.rt tary M OIIOPTI:lAO. Anyone. . . 
Senator liAm~oe.. How do yoo en_fol"f'f' the pro''l!lmn thlt nobody 

should havt moro than $10,0001 , , 
Secretary Mowm:N1'11AU. The names would bt regaettrtd With the 
~" office. Thty llre nontrans-ferable. 

Senator HAt~~Tncos. 'fhey are nontl'llnsferablet 
Sec.ret.ary MOMOINTUAU. 'I'hey are nontransferable. Wt! tlo nut. 

want them dealt. in. 
Senntor Gurrtv. Wlui'- -it~ the amo\mt of tho postal lii:llVin~r~ at the 

pt'eit!nt t imc Y • 
St-crtlary MOttor.}II'TIIAU. About 1 billaon and one. 
Senator HAm Nos. Do )'OU mtan th•t a person who hu ~u~eht. one 

of these bonds when he IS p~perous could not transfer 11. and gtt 
hia money out if he got into troublef . • 

SeerH~ry Moaoe1'1it'tu.u. \V~•t ,.,.e- p~_poee.t~ that he;ean rome 111 at. 
any 6-month period and we. wall euh 1t. for bun, but w-e, do not want 
tbem dealt in. . 1 

S.nator "•""'""" Tht Truliu'1 itJ;olf woli .W. thtm for tl~ Y& ue 
that thty thtn have t 

Soerttal')' M<*IOTtiAil. The fa<e ........ . 
Stnator Couu.'<a. The value is on tht faeo of tho bond or.lf. 
Secretary Mo .. &JC'DIAIJ, Y.., sir. 
Tho CILlllt>U!<, Th•y dill'er from th-boo<!• in that nopeetl • 
SeerH&ry ~&nll:'v. y.,.. Wethoughto~would bemueh waer 

DotlO haVO thorn dtaJl on. Tbef&re ...,ally S&YlDI!J. ··· - oL. , 
Senator HAm~<oe. The critic~~.~ haa.,.,.,.""' J>C*l• 

bility of their being d•alt in; that ,. tlio criuc,_ 1 have-n of tbcl. 
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S..rttary l!oeo•~TUAu. There was that bul wh h 
J>laintd that thty would not be dealt in, a~d lurch!~"" ~·• u. 
P"ro<l~ ~hal h~ no~ #!(It a safe-depooil box we ro 101'6 I al the 
for him and JUA gne him a .-ipt. lib ~ mo~ '::::fe to "ITP thm. 
... nca to ~uy a S2S bond f~ his little child or lor1hi...Ji and a man 
~~ keepal}g, h~ can leave at and we will take care of it and 1-U:,aa.no 
•wn a reef'IJ'IoL grre 

The Cu ... )UN. That. is a matter o.( rt"gulation. that ·1• - • L-l•w. · ' n._..~ l.n tue 
SecrttarttfOIWr-'<TJJAU. I do not think 80, 

ttHs:if~~~~nt. ~~~1· Do you eontemplat~ i8Sulng any with t.'t~UJ>on.s, or 

, Secrtt~try Motcot:.NTtt.Ao. ~11 discount boud8• \Vo feel tlmt. in this 
"BY ":'c ~n.n ruel.' ll tomllll mvestors' cln88 who wunt to invea-t th~i •· 
naone.). I he 88\ ' lng$ bAnks a.r. c largely eoncruHnated j n the. N tl 
NIJJt; there nre lots of places where ttierc o.re no uvin b ks or \· 

bo
tba t~ame tirne it gi n~s the Governi:J)en·t nn additionaf'pl:~e to•~ :! rrow money. ,., .. 

th~~· x~:~~~b;·.:'.::;~:' o~h~h~'T! .. ~m ... Dcpartmont feel about 

I
,l;it<rotarybliiOII<IrNTI<AU, We have cleaned it aU with the POOitOIIi­
" Jl aS{11!ta f!. .. ... 
Tht~-Cn•••lt•s. It is satisfactoryt 
~l't'tary Ma.ocsTuAo. Entirely ao-

.. ~c:J\or UAntY08. Did you consider d•e war ~ving policy that 

S..rttary )IOOGo-nucr This ;,. th · • 
(eptthat.lhe unit. is~ raiher than:::: i~~..:.pproae:hms:t thac. n:-

S.notor Coun><A. Of cou...., th T ·u like t.hty do in currency if a lot f th ~asury WI make a lot. of nloney, 
&crec.ar M- - • ' o em are not euhed. 
S.mat.or YKax~\V!::t~"O You~ould not begrudge us that. Se.llltorf 

JlC)800 upun tht 'Treasur ted . -a ' 'ast .autount. of detail work im· 
''"rious towns nnd cities ywi:h th~ bagk:Je&, whe&Jjer c,h•IY. be in the 

Seereta1'Y 1tto1eor.NTI ' Tl " 'as " _~u t. u t lit plant 
bo entirely )11ntlle;l by~h~ P~t.l()~er "'j~krk Bud ; lc•.·ieal w~rk wou ld 

Seuntor OUP'P'f.Y 1
1 

• _ • co, 1 e the I ~tn l S11vanga. 
~tyat.em. • · L •s ''ery httJe mo•·e thnn the money·ordrr 

~cret•ry Mo•o•><TIIAU. Tho P"'(!le are •II thoro 
~nator Oal't'-nY. Jn ,be Post 1 S •· , · . . 

e<Jun•alt.nt. to a money ordf:r. a urnp no~ th~y J!SIIe what l8 
S.oator HAOnNOA. Are th Pootal Sa . 
Secretary MOIKlL"Teuo. N~ vmgs bonds on the markKt 
Senator -liAmsos. Do 
~rttar_y lto.Oesn you propoe;e to ~Item th~n1 f 

will ~t ha,. ut~y: uc. Surely. \\'"b('n th~y comt du~. d't man 
Senator HAm sa& 0o yo 1 . h • 

Art' you ,:win_. 10 crv to cln: J!.n t ym out until t-bty come due, or 
Mr. ll100o1rros 'The~ r"'~ . 

1•~ any offtrtd f~r al~ as pa_~ ( t_~ ~ Pn:"J>ared to rmrchue at 
!Sfonator JiA81'tSO& .And those Ot tell' tnvtltmtnC. 
Mr. lloououTOw Tho k a are ool. olfored I 

tht!'n thty ~~t thei; ffi()~,b~ eep them until t hey a.re matured, and 
&nal(lr JIA.,NOA. So th t . b 

auLhorit.y to iAuo rnoret a. ..,. at you propose co ctmce.l ill the 
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Mr. BIIOOOHTOM. n"' is correct. 
Senator K1so. .. In givinF che amount of tb~ obligatiorw- of tbe 

Oo•e.mmtnt.. whid\ wu g~vett htrt: a few moments &tzO, 1ll'1'ft thfw 
Poot&l Snini!S oh= included! 

l lr. llELL. Tht .000 of out&anding Postal Snini!S bond• 
wtre incl•ded in the """"'dtbt. 

S.nator Coni.'<A. lln< not tht d•poStli in the Postal Sa•ingsl 
~lr. CoouooL Thty art tntirtly ..wred oithfr by bank bala..., 

or Ooverorntnt bonds. bul thty •~ not added to the J._'l'(ll;l!l. 
Senator Cou&KSII. 1 waJt ~tOing to ask you a question in that ('!On• 

noction. Utcluse of tht' \'ery low munev ratt>s a1 tht l>~&cnt time 
are the J)Oflt.al SavinJ.,~ 11ble io tum thf"~ all O\'er to the b11nkl 1nd 
get their interebt f 

Mr. Coo1.tDO..._ \\Thill lutil been lutppenin•r is, the bnn~ tuav~ br-t.n 
t\1rning bnck the uwnc·y, find the Por,tal %al\•inlDJ hu bt'("ll buying 
Government. bonds, 1':0 they hold l.arger amounts of Oovt.ornnu~rit 
bonds nnd le .. of bonk depO.it•. 

Senator Couz£sl'. Do you know, out of thnt $1,100,000,000 of 
Pot~ta.l Savin~ how mueh of it is in the banbt 

Mr. CoouooL l am not Uf)-to-date. on tnat. A little while ago 
it was about. half. 

Secrotary MOeclt.,'<1'JlAU, May I S&y, Senator, I lhink 1 am rJ,II)Il, 
that. durinjc the p...,_ ytar we wue able to double the net Hmlni!S 
of ~be Postal Savings. We wore able to double the netearniDp of 
Pootal Sa •ings. 

Senator COVxxxJ. B.ow1 
Secntary liOWJ'D'TtfAO. 'Mlrougb investing thtm in lon~t·tenn 

Go'·ernmttnt& 
Senator Couu:><A. AI what raul 
Secre:ta ry M OIIO&:NTIU.t1. At. the market. 
Senator Couu.wa. The market does not ~nl to me to be in sueh 

a ~ition to e.nable yo..1 t o do that1 if you we-re heretofore de1>Mit· 
ing_ thet~e Postal Sa\'lfigi in the bankS at 2% percent. 

Soo.retary ~(OitQE~11'-"o. \Vh"t bapP.t-nesf_ wa,s thi.A: Each montb 
for tho' lll1iL 0 month$ the bA'nkA returntd from $80,000,000 to $.'~ •• 
000,000 of depot~ ita l~a.u~ they had to pay tl1e Government. 2~ r>er· 
cerll and they did not want. to pay it.. AI; that. $301000tClOO to $fJ!J300,rnJ carne in we invested it in long-term Oove.rmlU!Dtfl. 

:::;enator Coozr.Ne. They are all below 3 pereent, though, aren't 
ilieyl s . Secre.tarr MO«OtXTJJAI;'l. The avera~ earninJOl for Poe:tal avm~ 
now on the.r invtfitment i.lf just a fracboo untltr 3. and they 1>•Y out 2. 
so they have a BJ>reld of not.q_uite 1 percent. •!~d "in that way we ~aYe 
been able 111 tbil put. year to double rhe. nmtngs of POI§.tal S.vmp.. 

St.nator H.A8T1N08. This bill does not in any way dect the POFU1 
Savinp now in exiictn~ except f·or this right to purchatet 

Setrttarv lfOit(l:l!fT'It • c. That is c:orrert. 
Senator '\\t$0. I am Mt tlear in res::peet to your bookketpinl[; wha t 

the book.< should muw "'ith ~to thil! $1.100.000.000 in rtlotinn 
to which S.n•Wr Couun• jlllll rdtrred. Is thaltrHttd in any T rta .. 
ury b1.altmtnt. as a liability t . 

Mr. Br..u.. l t. i111 a contin..,rent liability, and shown on our ~ubh~--dttbt 
Atat.e~nt every month; jnst the sa.me a!i the Bon~ Owntftl f.At.n l!'nd ' 
the Fum Crt<lh Corporation. 
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S.nator KJwo. What h••• you bock of it to relievt tl1« Oovtrn 
ruent of any liability I Oovtrnment bond.! I · 

~(r. BILL. AM an inl'~1.rnenl you have Oonrnnltnt. bonds, and 
where it io de.-iW in the bonks you hue <OllatUlll -urity ..... 
o f Oovtrnmtnt bonda and State bonds, usually. 

S.nator Knro. A>wme lhen, to get my ntind clear, that all of thi• 
bimon doll~ra plus depcsits were demanded now by the ownera of tl•- dtpo81ll, how would you pay them I 

Mr. Bl&f.!-. We would call thorn from tho banb and ~II Oo•·ern­
nw_m ~«uraheJ~. 

8;<'\•tor KJNo. So that there is a contingent li•bility there of over 
a bllhon dollaral 

Mr. I)~ Ye.; but !IOCurcd. 
Sen11tnr Klwo. Wl••t collateral have you lhnt you oould .. u for 

the pur)~ of indtomnifying tbe Government for the $LIOOOOO,OOO 
which it. wn~1ld be. compelled to pay to tlte depositonJt ' ' 

&nnWr lhmsoe. Money and Governrnent bond8. 
~lr. CooLIOOL We have ~alf a billion dollars in tl•• bank• of tho 

ct•untry, IUHI nver $600,000,0001 I am tnlklnll rou~h fi,:narM. in Oov­
ernru~nt bundt that we bought in the. market and ca.n re8ell 

S.'ll•tor HAI"m<O!!: 1'!'at is probably the bt.,t oollalA'ral y~u hue 
for any l'Onhn~nt habihty shown on )~~r t~tatemtot, im't. lt.t 

S.nator K11<a. And th..,. $600.000,000 boods a re ohown on the 
book_" I<~ a (jo,·enunf'nt.liabilityf 

Mr. Ccxu.cooL ~rh<ty iihOw as a ~OVfriHuent. liability; iUI't-11. 
Stn11nr L.n~n~n.,~. A"' the ("f'n•fit'fiiH i.:-"$\lttfl to tht t:c4fn1JN mrn 

ktpt a..~t ("'mtingent liabilil-it'i" of the Govunrufnt t 
Mr. llDJ ... Only to tht Utf'nl that Con,._~ •ppropriat~ nHltlf'V 

~,·try ~·rar for .th~ ~inlcin#; fund; in other wordoc. the $8~,000,ooO 
IM-U~ II•. not a htluhty until 1945. Onlese Coup~ at>proJ,riltM for 
the mnkm,:: fund--

S.nator C..nt£1<8 (inltrp<l8ing). We used to approprinl~ $200 000-000 a year. 1 
, 

Mr. DJO.L. $112,000000 a year. 
S.notor Coo••><$. AS a fond to pay off thooe i08ueo. 
Mr. B•LL. V..,., 

. S~•!•lor Coons._ Tn tho nboeoC<! of that, there ;. no oontingnnt 
h11b1lltv t~hown on thet hook.!!t a.sl u.nde.N;t.and it1 

Mr. htJ.t.. 'l11"t J~t right. 
fif·('~ftll';\: Molffir.l"'TlfAU. Could we take ju!;J 11 rninut.eY \\l'e- lmve a 

n•,. tlun" m _the T"!asury for th• last low montho, a new kind of a 
f!t~tfrntnt wh1r~ ~e uame once a month. and if Mr. Dell could take 1 !Jnnutt: to Ul>lam n., I thjnk it miJ!htclea.r up a lot of mi.underett.nd. 
lDJl. lr ~as nt\'t"r been d~ne before and we tbink we have e,·trvthing 
out nnt~· an h1ack and wh1te. • -,~ 

S.n•tor ~o~·nNL You_ <OUid not h..-e done anythina that would 
h.l"t madt 1t worse than 1t was. '" 

5frrt.r-.tary Moeoa...~TR..to.V. Then this is an improvement. ,. ca ........... All right, Mr. BelL 
~nator KtKo. Dot. that slat•ment llO back to i YMI'I prior to thist 
..,..nator Couz&xa. lt goes away back, as I understand it.. • 
~r. Ba.a... 1 atn I!IOrry that. I have not one with me but w & had 

OUI~ I dtmand f or Information &5 to jU.tS(. what. t.be ~Q of the 
m·ernnltnt wen in al1 of these oorporationa and agtnciea whieh 

. ( 
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have betn frta~l. \\'e undertook to •t out what wu l!-rm@fl a 
"'Goftmmeot balana ahtet"' with rt'iif)td to tht ~ht In thnw 
corporation~ \Vt ,;Cart~ that ~t :\UifUil. and •:e 1Jitl~ tvrry 
month. ~uwing the variOUI" ~--P.O~Uoos and agt_DC:H'Il. l~tlr ~~ 
and liab1lili.._ the k ind of _,nll .. tJ;lo1 own, and lh_e mtoreot of 
Gonrnnwut. the Oovernment~s propnguy mtere&t to thole Ol"'"' 

plli.&atiOM . 
Sfnator CouUKI. nut. no pn:t6t·and· loeos dnnst . . 
Mr. B&t..~ .. No profit.-and·IOM statenant. But the propr'ltUry tn· 

te~ in tht" capitAl I and t'Utp1us is shown. . 
Sfn•lur H Awrll'fO& Do you n111.ke any eshm•te n to che ''alue of 

th0601 
Mr. Br.a..a... No, ttir i they are the book value. 
Sennto•· CoozMNI!I. "'he.n you Qy "book ' 'alua n, you mean t.ho 

purthB~ vAiu& Y 
Mt·. Dr.L•~ ln 801116 eUflt, ln 11 f&wt they have re~:~erv~ 88~ up fo't 

10-'W:'!l. nut "'" tllk6 the value on the. books of the orgamza.t1on. 
:-;enawr 1Coua:.:.:fa. 1 n other words, il lou bought. Oo~ernment 

bonda~ at 11 t'UbitantiMI premium, you woul show the prnm1um plue 
rhe bte value and the book valuet 

Mr. OI!LL. \Ve would llhOw the book value, and that. may bo an 
amottiu'\1 nlue in tiOme tases. . 

Senator Couz.e..~s. You mnn wM:re they ban am04'ttlftl the 
premiums1 

Mr. Bu.a.. n-at. i& eorrtct. . . 
Senator Kt~o.. How do yoo Mow the a89t-ts of the mt•nntd•ale 

credit blnluJ and th<R rar10tbo financial stnu:tumc that .,.,.~ l!of1 ur 
by the Oonrnmtnt for the relief of a,mcuitur:et . • 

llr. Bw .. \Yt. ~how their balanft s~ u tl UlStll \\ t show the 
intel't'Jo>t of tht> Oo,•trmutnl in the rwt .•~t;& . . 

Senator K1~o. Did you ~hu"• the llabthty--that 18. dill th<' ..,..,....~ 
with ~J>N'l w tho~~t iuttrmhfiate ban~ show any I~ •ny bo4•k 
Jc ... i · 0 . ' I Air. B'J..t .. Not t~ir; they art mitkm~ money. ne orgatnu &llnn Ill"~ 
,q,IC:f.' I heir CN."IIfiOn. • 

Stuator KuiO Of which t)r1f4ni7,,.fion are you li~,.kmg f 
Mr. Hr.1.t. TJ{c ~·edern1 Intei'IIU"'llintc Credit ~ank . 
&•n••hw KINO. •rhtwe wns one farm bank wh1cb w.RM ~t 111)_ u~\d('r 

the au~;pioeM or the Oow~rnment, or, rather, for wluch the (,hnern· 
ment wtuJ not. re&potUJible, that. incurred a great. dul or lut!f!, huvy 
1- <lid i~ not! . • 

Senator B~cK. a that not. the Jomt St.ock Co.,>Orahon you are 
referring to f • · ll h Mr lrru.. Sotnt or thfm tncurred losses; yes.eu. ut t .ey IHI 
btillj!. liqui<laW 1~ tho p..-nl. tilll<'. '!" I unduotand it, and tho 
proc:lurtion credit. and the benk coope.ratil"e&. h 

&nator KINO (intupcsiog). Take the Join~ Stool<.. ~ t • 
rtat4!ment ~hi~b ru I)Ut. out. lbow the asset& and tM hablhhts of 
that organ1uUon 

Mr. Btu. The Joint Stock! 
Senator Klso. Y• . . .. 
Mr. lltu.. No, air; we bne "<! liabilitteo. We own no capital 

., &took in tho Joint Stock Corporation. 

\ 
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StnaiA>r Kmo. An oll'ort,... made, u I uncletocood-I ha~ a nry 
dim ......JI«:ci011 ol il--to hA'fe the Oo .. n>IIIODt J'Ot bobiDd lboie 
joint 1todt organiatiOOL . 

The CHM.....,, We are behind the land benlol, hut not the joint 
lloek. 

Air. BILl. We are not behind the land banb in the .,._ of a 
dirot\ oblijtation. Wt own stoclr. They may he a rnonJ obligation. 

Senator llAlLIIr. That u printed on the back of the bondl, ion't it f 
Mr. 1)...._ 'I'bat is right.. It is J?ro•ided in tho act. 
~nator 8Att.n'. It. was done wtth the knowledge and consent. o[ 

the ofllei•l• of the country. 
Mr. Br.u,.. A8 1 understood, that was done for constitutional 

re..swn.,. 
The Cn .. uaMAN. Are tbe.re any otho;r questions1 
Senator }IAmNos. Mr. Secretary, may I inquire, doca thiM foa·tu of 

baby bond provide for the Treasury redoo.ming it within 6 months uf 
tloe bond it«ltf 
&c~tarv MoaoxN11l.Au. No; that would be a regulation. 
Senator B•"'""""· Don't you think it would he btlpful if it did I 
Seertlary M011<l&N1'11Av. 1'hooe amountJJ ltated on t6e fa"" are the 

redempt.ion valu01 every 6 months. 
SenotA>r ILmxoo. And the Oovemmtnt it«l f agreeo lA> red.,.m it 

within theae various periodl, on the face of it! 
Seerttory M-L'<THAU. y ., 
Mr. B-.,JJTON. That ten is ttntative; it may ba c~. 
SenatA>r funnroo. I undentand that. 
Tho c.. ....... ,... U there is no objection, this retolution • ill bt 

reported out favorably. 
We wiU mtt-t. tomorrow morning at. 10 o'eloek. 
(Whereupon, at 11:16 L m, the committte adjourned.) 
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