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Book Page 

Agriculture 
Agriculturnl Adjuat111ent Administration: IIIIJr requests 

tabulation of benefit pa,;yments by crops , disburseo:ents 
of which r eu.in to be made es of 3/15/37; also an 
analysis of 1937 progru by crops , eatiuted benefit 
disburs81tents, and wha t a f8.l'l!ler 1a r8CI,uired to do in 
order to secure a benefit check - 3/23/)7... . . . ....... LXI 54 

Fan> Tenancy Billa: Haaa asked for &nalyaia of bill& -
3/24/37. .. . . . . . . . . • . . .. . . • • . . . .. . . . .. . .. • • . . . . . .. .. . . . . . . . . . . 104 

a) Analysis- 3/29/)7....... . .... . . . .. . .. . .......... 195 
Agricultural Adjustc1ent Admini str ation 

See Agricul ture 

- B -

Bullitt, 1\'illiu 
Leeving for Paria t0110rrow; sees HIIJr at tive o'clock -

3/29/37 . . ... . ... . .. .. .. . .............. .. ... . . . . . ... . . . .. . 
Business Condit ions 

See also Gover1111ent Bond llsrket 
Feis meJIIorandum: "To guard against unsatiGfact ory 

interruption or ter~netion or the eourso of economic 
improvement in thi e country• - 3/29/)7 . • •••.•••..•• ••• 

Carriers' Te.xing Act 
See Railroad Retireo:ent Act 

China 

- c -

See res~ of conversati ons between RMJr and Chinese 
del ega tion - Book LXXVIII, pa,ge 190 

American Embaaoy , Nanking: Kung to be Speci al Envoy t o 
a ttend Br i t i sh coronation; no intimation that selec t i on 
i a connected with prospect s or additional British 
financial asshtsnoe, but thia •·ould be logi cal 
assumption in view of r ecently increased British effor t& 
t o consolidate position in Tientsin - J/2.4/37 ••••• •• •••• 

Ao:er ican Embassy , Nanking: Chiang Kai-abek to head Finance 
Kiniatry during Kung ' s absence- J/26/)7 ••.•.••• •.•••••• 

Ricboleon cables reauJ.ations for or~:aniution of Central 
Reserve Bank, approved 3/24/)7 •.••••• •• • •• ••• • • • • • •••• • • 

- E-

EoCllea , llarrine r S. 
See Gover~~~~~ent Bond Mar ket 

Excese Reserves 
See Gove...-t Bond Market 

2.48, 287 

268 

63 
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f s rm Tenancy Bills 
See .l.gricul ture 

Federal Reserve Board 
See Government Bond Market 

FiD.nncing, Government 
See also Government Bond Market 
llaaa memor&nd\1111: •cash balance and financing r equirements• 

3/27/)? •• •• •.••..•••••.•••. • •• ••• • . . •.•..•• • ••• .•.•.•.. LXI 167 
FrllUce 

See Stabilization 

- G-

Gold 
See &leo Stabilization 
Earmarked gold: Taylor resue• of atepa taken free time 

of conference on 1/27/37 with representatives or 
Great Britain, France, Netherlands , S·witzerle.nd , and 
Belgium- J/Jl/37 . • •• ••.•••••••....•..... • . . ...•• • •.... 

a) Replies from each country indicatine agreement 
to Treasury ' s proposal 

1) For acknowledgment by Royal Netherland 
Legation (~ashington) of authorizati on from 
Netherl ands Government, sae Book LXV, page 210 

b) New gold license for Federal Reserve Bank of 
llew York 

Gover~nt Bond Market 
For Eccl es statement, see Book LX, page 98 
Burgees-HMJr conversation - 3/20/37 •• •.•••• • •••••••••.•• • • 

a) Burgess reports Eccles statement did not improve 

u tters 
b) I!IIJr says neither FDR nor he aaw atate:~~ent before it 

waa issued 
I!IIJr-Taylor conversation concerning market- 3/20/37······ 
Burgees memorandum - J/20/J? •• ••••••. • •.•.• •• •••. • •••• •• •• 

" • (further decline)- 3/22/37 • •• .•• • ••••• 
• • (prices rising) - 3/24/37 •••••••••••••• 
• • (no purchases)- 3/25/37 ••••••••••••••• 
• " (downward movement in moder ately active 

but orderl y tr~dinS) - 3/31/37 •• •• •••• 
Haas memorandum: •causes and character of recent rise in 

interest rates"- 3/27/3? ••••••• • •••• •• .••• •• ••••••• •• •• 
l!.aaa •eiiOrand\1111 •Decline in asgregate amount of direct 

CoTaru.ent securities held by weekly reporting member 
banks• - J/29/)7 •••• •••.•••••.••.... • .... •..• •....•••. •• 

354 

7 
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65 
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Book Page 

CoYernAent Bond Market (Continued) 
Upon return froa Georgia, HKJr diacuoses si tuation at 

group meeting- 3/29/)7.. . . .................. . . . ...... LXI 20~ 
a) RNJr asks Gaston to auemble Eccles statements 

(in Fortune, et cetera) ao that !WJr may take 
them to the White House - )/29/)7 

b) At iohite House luncheon, wants to keep from 
mentioning Eccles; thinks there are two distinct 
anc1es to question: (1) interest r ates and (2) 
revenue 

1) Does the Treasury want to take position 
th.et Federal Reserve ClOY& to increase 
excess reserve require11ents artificially 
changed tbe whole level of interest rates? 

fi;IJr aalts Securiti es and Exchange Ca-issioo how 11EllY 
bond or stock issues have been beld up recently 
pending ~tirket conditione- 3/29/)7. ................. ~) 

Ht.IJr tells group, after conference with FDR, tbe.t FDR 
said, •I 'm not going to bqy your bonds wben they 1re 
only around 2f, and tbere are millions like me• J 
RMJr does not think FOR bad seen either of the Eccles 
utate~ents - J/29/37.... . ........... . ............ . ... 254 

RMJr and Eccles lunch together- 3/J0/37..... . ....... . . 287 
a) Eccles quite apologetic; assures KMJr he is going 

to write no more articles 
b) Eccles says there are three thingo Federal Reserve 

can do: (1) announce thbt additional increase in 
excess reserves on Kay let will not apply to 
country banks; (2) start opeo ma.rket operations, 
concentrstiog on purchases of bill a; ()) ask 
Treasury to deposit more gold certificates from 
our sterill~ed gold · 

lluffield story: Harrison tells Hl!Jr "it didn •t help any•-
3/31/37 . .. . • •.... . .....• . ....................•• . ... ,.. . . . 298 

a) IUIJr asks Taylor and Caston to check on source 
of intorca.tion . • · • •... • .•.... • • •.•. • • • • • • • • • • • • · • • • 32.4 

Crea t Bri tsin 
See Stabili zation: England 

- B -

Roueing 
Lindow (Divisioo of Research and Stat istics) requested to 

eke up book including two sheets for each housing 
project of Public Works Administration (5J io number) 
and two sheets for each bouoing project of Resettlement 
Adainistratiao- 3/23/37•• • •••••••••••••••••••• • ••••••• 53 
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Book Page 

Mellon, Andrew W. 
Oliphant auorand1111 giTillg abstract of wbat the llellon 

brlef abows about the character of hia actlrltiea 

in relation to nia Federal taxes- )/29/)7.. . ......... LXI 184 

- N -

Narcotics 
Graves ae110randUD to serve as basis f or discuaai on witb 

Aabsuador Bullitt on general subject of relations 

of State and Treasury Departments with regard to 

narcotics- 3/29/37 •••• •••..••••.•• •••.•••••••• • . • .. • . 
Tboapson llleAOrandllll f'rool llarselll es - )/Jl/ 37 •••••• • •••• 

- R -

Railroad Retirement Act 

179 
347 

Re Altmeyer conference- J/23/J?. . . . . . ........ ... . .. .... 52 

a) Williuson (Social Security Board Actuary) baa 

coaputed coat of proposed r ailroad retireaent 
allowances &nd found tbey will run 8- or <}% of 

the reilroad payrolls; Williamson feels Ltltimer 1 a 

eatiaated retir~~~:~ent age, averaging seventy, is 

antirel;r too high 
b) Will iamsoa apparent ly considers so-called differential 

correct, although Trsasury computations ahow i t ia 

wi tbout basia 
Bill to a.aend the Act - 3/24/31 •. ,......................... 68 

a) lluorandum abowing probable cost of proposed bill -

3/2.4/37 . .••••••.•••.••••••••.••.. .. ·•.• . • . . • . . . . . . . . . . . 97 

b) llagill conte.rence witb Representatives Oouebtoo, 

Cullen, and Cooper- 3/ 24/3? ••• •• , . ... . .... ... ....... . 100 

c) llagill conference in Senator Harrison ' s office; 

preoent: llarrison1 Representathea Oougbton, Vinson, 

and Crossen Altaeyer (Social Security Board); Letaer 

(Railroad Ratiresent Board); George Barria011 (CbeJ.rman, 

Railway Labor Executives Aasocis.tion) and Re:r (Attorne:r 

for tbe Aaaociation) 1 Pelle:r (Preaident, hoociation of 

J.aerican Railroads) aDd Yletchar (Counsel for tbe 

Aasoo1&t1on) - 3/24/37••••••••• • •• • • •• •••••••• •• •• • ••• • 101 

llclill describes conferences to KIIJr (in Georgia) - 3/25/)7.. 109 

llaglll-L&t11i1Br conference on Latim .. calculations of 

requisite tax - 3/25/3?.. . .... . .. ........ .... . ............ 136 
Altaeyer reporta Wlll1,..aon (Actii&I'7 for Social. Security Board) 

and Glenn (Actuary for Retirnent Board) agree tbare 1a no 

evidence to show an:r tangible differential in favor of the 

railroad eaployeea prior to 1980- 3/ 26/ )7.... . ..... . ... .. . 154 

lllilr tells *gill, FDR baa not diacuased ratea with an,ybod¥ 

)i~jj,~~~~-~~-~~~~.::.~~.:~~~~-~~-~~~~.~~ . :. . ..... 250 
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Revenue Est imates 
IOI.Tr t ells Bell a revi s i on must be prepared for FDR -

3/29/J? • •••••• •• ••••••••• •• •• ••••••••• •• •• •...••••••.•• LXI 255 

a) At Warm Springs, FOR told KKJr, "With the 

Farm Tenancy Billa and the others, it will be 

a couple of hundred million dollars over the 

estimates but they wm't spend but thirty or 

forty million of it; :you ..-on' t have t o borrow 

any aone:y - it's just on the books , that's all; 

it 1 a just an appropriati on• 
l) Bello •That 's •hat hurts• 

- s -

Seouri ties an<} Exchnn&e Comrniseion 
Sae GoverDJ:>ent Bond Market 

•Selective Spending" 
See diacuasion of Haas memorand,. on eW>ject •Selective 

Federal Purchasing and Allocation of Federal Projects 

from Standpoint of Employment and Coat of Mat erials• 

prepared f or second conf'erence d th Governor a 1 Council -

3/Jl/)7 •....••.••••.•• ••• •• •••••••.• • ••••• •••• •• •• ••••• 
Stabili zati on 

Earmarked gold: TIIJl Or reeu1u! of steps taken from tilte of 

conf'erence on l/27 /37 wi tb representa tivee of Crea t 

Britain, France , NetherlMds , SWitzerl&Dd , end Belgium-

3/Jl /)7 . . ......... 0 •••••••••••• • ••••••• •• •••••••••• • • • •• 

a) Replies from each country indicnting agreement t o 

Trea s1117'• proposal 
1) For aclmowledpent bf Royal Ne therland 

Legation (Washington) of aut horization from 

Netherlands Govern~~ent, see Book LXV, pege 210 

b) iew gold license for Federal Reeerve Bank of Hew York 

England: Possibility ot dropping price of gold discussed . 

with Bewley at Sea Island, Georgill- 3/ 26/37 ••.•.• • ••• • , . 
a ) HIIJr coea not t.h1nlt &DYtbin8 in Triperti te Agree& ant 

neceasi tetea consultation with partners in regard 

to dropp1ne price 
b) KKJr also thinks gold, in future, abould be purchased 

onl7 troa designated agents of Govenuoe~~ts , as, for 

exaaple, Central Banke; thinks increased Russian sales 

are to secure mone1 to b~ war materials 

Pranee o For DenO)'er story 1n •La Pet i t Parisien• stating that 

!Wr ga•e Bonnet •unequivocal aae=ee, • see Book LVII , 

pege 212 
Gaeton-~ilson (United Press Aseoc1sti ona) correspondence 

concerniQK article- 3/16/3~3/30/37 •• •• • ••• •• ••• ••• •• ••• 
llarket •ov-nt a resume' (Cochran) - 3/25/)7 • • • • · • · • • • • • · • • • • 

292 

J54 

155-A 

280 
139 
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Book Paae 

TaxatiDA 
Internal Re....,ue Yol'llaz 

lla&ill report& C~tt .. baa aade oert.aia prel1A1Jlar7 
reco.meodat1ona- 3/26/37. .... . . . . ........ . . . .. . . . .. LXI 155 

Treasury Depart-ant 
Waehingtoc Herald statement that the Treasury ia the 

worst organized department in Washington diaouased at 
9a30 .eeting- 3/31/37.. . .......... . . .. ....... . . ... ... 289 

- u-

UnNpl0788Dt Relief 
In prep&rat.i<IC for &&COnd Oonf&r&nC& with CoftrnOrB I 

Council a 
a) IDUr diacwoaea Haaa aeaorendaa •Saleot1Ye Federal 

Purcbaaing and Allocation of Federal Projects fraa 
the Standpoint of ~plO)'IIent and Coat of Materials• 
at 9:30 .aeting- 3/31/37•• • • • • • ••••• • • •• ••••• •• • 

b) IDUr diacussea additioMl~~&terial with Lubin ••••• 
c) • • • • • Hopld.na • • • 
de) • • • " • Parkin a • •• 

) • n ft " " wallace ••• 

292 
JOS 
J08 
312 
JlS 
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Secretary of State 

'.'lash 1ngton 

388, tJarch 20, 1 p . n . 

F:-tOi! COCERAN. 

GRAY 

Paris 

Dated Li!l" cb 20, 1937 

Rec'd 11 a . m. 

I 

Un?fficill exchange t rad ing ve ry quiet this forenoon 

with Bank o r Prance acquir1n0 a little st~rling. 

In article entitled 11Bl\ll!l Faces Hard Test" Paris 

corr aas:ondent of LONIX>N FU'AVCI AL IP.I'IS today says 1n part: 

": .ost people admit that if the Gove!•nment i s +; o fina nce 

i t s t' lar e~ ler.•·t the money market rust be flush with funds 

and t~at the mcrey market (now very tighti cannot be flus~ 

wi th funds unless hoarded or e xported capital continue• to 

come home . They admit als o that if the loan on account 

of its extraordinary privi leges has been so quickly 

subscribed that does not ne ceosorily mean a rebirth of con­

f i dence such as must pre c lude all further flight or capital. 
' 

At best it may be said that ·:1e are i n the very first sta, e 

of convalescence--and even tho.t ill not certain. Granted that 

the mone y wh ich the Treasury hasnow received is enough to 

carry it along into the awa~er when the pressure on the ex­

cho.rgea should be -eased an.d the recovery should make 

headway, it is betng asked alrea~~ther renewed trouble 

can 
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u - 2 - t'~a, Mar . 20, 1 o .r.t . from Paris 

can be avoi ded i n the early au t umn when the tourist qui t s 

t~oee s hores and when tncldentally t he Treasury faces a 

hoa'ly lnternal debt maturity . And there are those who 

aloo lool~ furthe r a head and express grave doubts about t he 

budget to r 1938 11
• 

Lucien \leil today invoi ced to Baker and Co:npany, 

1\ew York , 995, 000 franc s s ilver bars IL.": DE FRANC': . 

V/ILSON 

CSB 

., 

' 
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RB 

Seoret ~.ry of 0 tnte 

flshin;ton . 

162 , ' a r c h 22 , 6 p . m. 

GRAY 

Lon don 

Dated Ltarch 22 , 1" 37 

nec ' d 3 :45 p . m. 

ro.: 'l'.~suR - Pl\'Oi~ sun:.::nom'H. 

T'l fl. tancial edi tor o f the LOI' DON TH:ES r efe!'s today 

to i:be recent sta t et"ents of :.:ecor~ . "'allRce , :eccles and 

:Ioper e:x·· ress i n(, conce rn ovar the pt•:JSl.bJ.l i ty of ano ther 

boom dav (; lopJ.nG 1n t h e Uniten Sta tes and aft e r indicating 

that tho reason fo r thl.S concern is t h e r e.pl.d rise in 

prices !ltr.te s "it us ed to be oaid ,;,·1•1ng the depression 

\)e r1ofl thc.t pl' l.ces c ou l d be raised l.w :nonet2r y me t hods 

snd eve~f device was resorted tr. t o make money chea, i n 

ordt>r to raise prices . Bl• t thr-ugh the American !-J m b l em 

h~a ent1rcl y cha~~ed a revorsrl of ~onotnry polic y l.S 

no t c.onter-,l ated . ~·r . >::cc l os ar~arent1y fear s that if 

t ho sharp rise in b a s ic c o!lll':oditiea we r e contr olled by a 

r ostrict w e mone t ary pc-1icy •lt:~cn- undes i r ab.le r e sults might 

cnaue and now se ems anxiou s tc• sue;r.est t hat the r ise i n 

'lr ices bns no t been due t o mo:-~e tary fa'!tors . lie a l so ho l d s 

that t he s afest ~a7 to co ntr J l un3ustified p r i ce i ncreases 

i s to e ;:pRnd produc tl.en ann th:.t cheap mcney i s necess ary 

tr o.chl.e ve 

' 
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RB -2-#162, !larch 22, 6 p . m, from 
London 

to och~eve this , Thia may be true but if the American 

authorities wish to control the price structure they 

should not f orego the use of ·:tha~ may prove to be thei r 

most po•;terful vteo.pon . i:!xperience leaves littl e room for 

doubt that vne of the ma1n causes of the rise in prices 

in America c.s in this country has been the depzoeciation 

of t:!c c"'rrcncy f or althou.;h tl'!· reciation t akes effect 

first 1n te"~s of GOld i t is only o matter of time before 

the depreciation a lso becomes effective in terms of other 

commoditio.Js" . 

Although there is some fe e ling of nl3rvousness in 

Par is today the demand for francs co~tinues unabated, 

BDlGHAM 

CSB 
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lolarch 20, )..937 
11:25 a . m. 

Treasury 
Operator : He ' s talking to somebody else now . I ' l l r i ng 

you back . 

G. R. Burgess : Right . 

T. 0 . 

8 : 

HMJr: 

B: 

d AJr : 

8 : 

HUJr: 

B: 

HMJr: 

l'\ : 

B: 

Hr.!Jr: 

B: 

HJJr : 

8 : 

HIJJr: 

8 : 

HI.!Jr: 

8 : 

Right . 

Bello, Sir ••••• 

Mr. Bur • ••• 

••. how ar e you? 

Bow are you? 

Ylell, I 1 m pretty well ••. 

• • • • ah ••• 

• • just a ltttle party here this morning • •• •• 

Yes I ..... 

•••• but it ' s not badly active . 

I was just talking to Wayne and I thought I'd tal k 
to you . 

Yes . 

This i s Saturday , the end of the week, and I just 
t hought I 1 d get 

Yes . 

Wayne knows about it and he ' s l i stening on the phone. 

Well , we• ve bought about seven mill ion so far today. 

Is tha t the total? 

That 's t he total so f ar, yes. 

Yes. 

And the market is quite weak. 
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li!Ur: 

B: 

HLIJr: 

B: 

H.M.Jr: 

B: 

Ki.!Jr : 

B: 

H!&Jr : 

8 : 

tii!Jr : 

8 : 

ilr.tJr: 

B: 

Ht.!Jr : 

B: 

I:ILIJr: 

B: 

WJJr: 

B: 

IDIJr : 

-2-

Yes. 

But it's been a little quieter the l ast few minutes . 

Yes. 

It 1 s Just going tnrough tnis process or readjust­
ment, I think, ••.. 

Yes . 

And there ' s nothing vecy much we can do a bout it . 
We 're keeping orderly murket . 

Yes . 

7/e ' re watching here to see if the time comes when 
it, when it Might be turned a bit . 

Yes. 

But there ' s no use trying until we get a little 
bit of a prospect of an opening . 

liell, now r' riday looked as though it took c are of 
itself, didn ' t it - or 1hursday was it? 

Thursday, it pretty well took c ere of itself, yes . 
Before I came in and selling dried up; but these 
merkets slop about - you can't tell much about 
them . I think we 're getting near er bO'ttom her e . 

You do . 

I t hink tha t is evidence, tha t we are. 

Well, now i s the sell ing coming from banks or from 
individuals? 

Uostly bc.nks . 

Yes . 

And one Savings Bank s elling here yesterday . 

Ah- from what St ate? 

6 

Wel l , that was the New York City Savings Bank, but 
they're - s elling is coming from commercial banks 
everywhere; no particular place - just a little 
or ders dribbling in from all over , some l arger or ders. 

Yes ••••• 
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B: 

HtiJr : 

B: 

H:JJr : 

B: 

IWJr : 

B: 

B: 

IUJJr: 

S: 

i'!UJr : 

B: 

H. J,! . Jr: 

B: 

di.IJr : 

B: 

Hl.IJr: 

B: 

- 3 -

Gues s all t he boys who 've been specul at ing i n 
these t hings want to sell at t he same time . 

.. . 

Well , now of course thi s has been gni ng t en days . 
Now, what r ea sons do they give f or sel l i ng? 

\~ell , they , t hey think they 1 re goi ng lower . 

Yes . 

They g ot the profit and t hey want to go out . A lot 
of them bought the l onger bonds thinking they ' d hold 
them for a~hile and l a t er switch to shor ter . 
Tney 1 ve all of them got 
~here ~ust heve been a lot of fellows specula ting i n 
t hese . 

Well , don' t tney pin it on anything? 

An - well , this inflation tall<, you know, has had a 
gr ea t eff ect. A lot of t hem are t al king mor e about 
that . That , that ' s been v ery impor t ant , I think. 

Didn ' t Eccles • statement quiet t hem on t hat? 

No , I don' t tt1ink they were quieted on that . You 
see tney •ve been talking about i t all the t i me . 

\'/e l l , you know I never saw that s t a tement , you know, 
before it was given out. 

You mean ~rriner' s one . 

Yes . 

//ell , I didn' t either. 

And neither did the Presi dent . 

Yes . 

I jus t wanted you to know that . 

Well, I don't think t ha t had ver y much effect on the 
mar ket either way . 

Wel l, I don' t think it helped any . 

We ll, I don' t t hink i t helped it very much. 
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HMJr: 

B: 

H:.!Jr: 

B: 

riiJJr : 

B: 

Ht!Jr : 

8 : 

HliJr : 

8 : 

!i:.IJr: 

B: 

Hl!Jr : 

B: 

HIUr : 

8 : 

HMJr : 

B: 

!UIJr: 

• 0 

- 4 -

Now this , this - I think you're going to find out 
that this is going to be a time to do something a nd 
not to talk about it . 

Well , I don 1 t think there 1 s much you can do about 
it Henry . I thi~ it 1ll t "ke its course and I 
think it ' s runnine out gradually . 

Yes . 

I 

I think you ' ll find that in feeling for a bottom it ' l l , 
it 1 l l level off her e - pretty soon. 

\'/ell, you know hoN we feel; you know when our money ' s 
exhaus t ed . 

That ' s right . Well, we 1 re going right aheod end doing 
wb.a tever is necessary, you know . 

Yes . Nell , I think up to now - I mean you have done 
every thing •••• 

Yes . 

..... I mean as f ar a s buying i s concer ned . 

Yes , yes . 

nut- if you don't mind riJY s aying , I 'm not satisfied 
with tne analysis; I aon't mea n that, that -- I 1m 
satisfied Nitn what you tell me, but I ' m not satisfied 
with the informati on. 

J.es, yes . 

I mean I ' m - I think you 1 re telling me what you think 
it is - see? 

Yes . 

But I think, I think it ' s sometning else; I 1ve t hought 
so r ight alon& . 

Well , I don't know wha t to say, Henry . 

No . But, another week or two will tell t he story . 

That ' s right. You can tell as it goes ahead . 

And I' ve got a week of some rest, not much. 
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You ' ve got a wna t? 

I have b little r est in me and in another week I' ll 
feel strong enough t o •••• 

That ' s fine . 

•••• t ake any thing . 

\'/ell , I , I really think thot this is one of these 
things that was just on the car d and was bound to 
happen, und the best we con do i s to soften the 
blOVI !I little • 

• Yes, but the more you look back on this i uea you'll 
agree with me tnat you could tighten up short term 
r ates and not - tighten up long term rates. 

Oh, that is balogna; you couldn ' t do that . 

You Just can' t do it, that, that ' s - Eccles kept 
t alking that you could tighten up short term rates 
and not tighten up long term r ates, a nd I don't 
think that ' s possible . 

Yes . Well , I think i t was inevitable t hat these 
rates would go up some - the long term r ates, but 
I thi~ they'll find a level here pretty soon. 

•·:ell, there are places where I differ; I think tha t 
they would have, but I, I think that tha t time was 
at least, for them to do so naturally , was , was n 
month, if not a y~ar or two, off ; because the com­
mercial needs for money weren ' t there and they ' re 
not there now . 

Well , the peopl e t~re anticipa t i ng it; these markets 
alway s anticipate what ' s goi ng to happen, ot· they 
try to . 

Yes, but wher e we d~ffer is, I think that the Feder al 
Reserve anticipa ted it too soon, that ' s - that ' s 
where we differ. 

Well, I, I t hink • •••• • 

....... 
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•••• yur actions had something t o do with i t, of 
course . 

••••. we tell the story. 

I think it ' s bad a good deal to do with it. 

t.'ha t? 

But I don' t t hink you can . back up on t hat, Henry . 

Pardon me? 

I don't tnink you can back up on it and get away 
with it . 

But to back up on it? 

te 

No, I don't think you c on do that end our 
long range problem here is Nhat to do about these 
inflationary t hings ; a nd the mhrket just hasn't ad­
justed itsel f to that angle . 

Well , ah •. .. . ••• 

•.•••• That' s a long story . 

.•.•. I, I ' m in a very philosophical mood, and, and 
as I s ay , from a market stPnripoint, I mean the handling 
of the market, I, I nave absolutely no cri ticism, see? 

Hello . Hello . 

Yes , just a ml nute , I - ~~ey 1 re s tarting an adding 
:nacbine here . 

Ob. I say I have no criticism as to how you handle 
tne day to day operation, I 

.Vell, I'm glad to bear tha t Henry. 

.'/hat? 

1 1m r elieved at that . 

Well , I have absolutely no criticism of bow you 
handle tne day - I ' m perfectly s atisfied. 
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HJ.tJr : And I 

B: Thank you, Sir; 1 1m clad to hear that . 

li~4Jr : • •• •• called you up d uring the week. Thee perfectly 
s a tisfies how you h andl e the d ay to d ay opera tions. 

B: Good . 

iLIJr : I want you to know t hat • 

.13 : \'/ell , I 1m glad you told me . 

1£1Jr : Well, an - if the thing continues I may call up 
again in a couple of days , but we •ll see ••••• 
All right . 

B: .'/ell, we ' re watching it very c l osel y , Henry . 

rlWJr : All right , Randolph, noeN be good . 

b : Good-bye . 

HMJr : Good-bye. 

B: Good- bye . 

Taylor : liello . 

1re;.sury 
Oper a tor : Go ahead . 

T: Hello . 

H~Jr : dello . 

T: Yes . 

HUJr: Wayne 

T: ~·ine . 

Hl&Jr: Did you hea r it? 

T: Yes . 

HUJr: Did you make a record of i t ? 

T: Yes. 
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It • s on the machine , isn' t it? 

Yes . 

Right . hny d ifference? 

No . I think that ' s just right . 

What? 

That ' s just right . 

How does , now does hrchie feel? 

(Pause) Ah, he s ays, he says t hat ' s Just right, too. 

And - well that ' s the way I feel, but- the reason I 
said it was because - well , I thought it was time . I 
haven't talked to him in a week . 

Yes . 

And 
I thought I could , could bl'lord to be a little 
philosophical, which I em . 

Nell, tile only thing I was worried about this 
morning , wa s tha t after I ' o talKed to you that we 
would go aneao and con - try ~o continue joint 
account, you see . 

Yes . 

And I was very worr i ed about that because I didn 1 t 
see where we were going to end up on our cash 
position . 

Yes . 

J.nd I think t hat the way it is now is the best - is 
t he on.y gamble we can t&ke until we go the wnole 
way on the , on the r ail movement, see? 

I guess so . 

Right? 

That ' s right . Well , I'll tell you what you do - ah, 
give me - when you get the 01orket closings, gi ve me, 

just give me a ring on t he phone, wil l you? 
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T: I will . 

BUJr: And after the market closes I ' d like to know how 
much it cost us to give it a break. 

T: Right . 

HMJr: Yay I have Mrs. Spangler, please? 

Treas . 
Opera tor: Hello . 

HYJr: llr s . Spangler. 

T. o. Yes, sir. 
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Karch 20, 19)7 
12: 25 p. m. 

Wayne Taylor: Hello, Henry. 

IIIAJr : 

T: 
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I!Z.IJr: 
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T: 

Hl!Jr : 

T: 

li!JJr: 

T: 

IWJr: 

T: 
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I wanted to go out but I thoUGht I ' d 

I jus t had it - we, we just crossed •cause I was 
going to call you. 

Good . 

Ah, lousy . 

Yes . 

Do you want tne individ~al issues? 

Oh, just 2 1/~ ' s and 2 7/8 1 s. 

2 l/2 1 s 98-25 . 

98 how rouch? 

25 . 

Yes . 

2 J/4 ' s of 51-54 

Yes . 

99-)0 . 

How much off is that? 

1 )/8•s . 

1 and what? 

And J/8 1 s, - J/)2nds . 

Yes. 

The 56 ' s , 59's did the same- closed t he same place . 

That's off - t hey 're off how much? 

1 and - 1 l/J2nd . 

That's a real break, isn' t it? 

.. 

\ 
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Yes . 

How much did they spend? 

Nine million. 

rune million? 

Yes . 

Let ' s see, that ' s ••• •• • 

Our half is four - is four and a half . 

That leaves us about what? Five or six? 

Yes. 

U1111on. 

What did toe res t of the market do? 

Stocks off . 

How much? 

Half a point . 

Yes . 

Not much - not terribly bi g volume . It ' s 
industrials . 

t~hat &bout . .... . 

•• •• Rails unchanged; utilities up 6/lOOths; 
commodities up- not much, 15/lOOths, but •• • •• 

• • • • How· much ••• • 

••• • but, but wheat went up, corn went up, end 
cott on went up, not much. 

How about corporate bonds? 

Corporate bonds are up . 

What did sterling close at? 

88 5/16ths . 
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Is that up or down? 

1/Sth down. 

Well , there ' s nothing we can do a bout it ••.••• 

What? 

•••• unless- have you any suggesti ons? 

No, Just as, just as is and hope to God somebody 
changes their mind over t he week- end . 

Par don me? 

Just hope tnat somebody chenges their mind over 
the ~:eek-end . 

All right . I s t he weLJther so ' s you can get a 
littl& golf? 

Unless it snows I ' m going to play anyhow. (Laughs) 

All right . Ah, does Archie want to say &nything? 

No, he says tha t covered it . 

Yes . 

It, it might turn, Henry, but it looks lousy; been 
just, just a rotten market. 

Well, as long a s we take the position we have, 
t here ' s notning we can do . 

That•s right . 

And , Ne 've done everything we can, and the next 
move i s up to the Federal Reserve . 

Ri ght . 

And I think they ' ve got a terrific r esponsibility. 

No question about it . 

And the fact that - that t her e ' s no newspaper that 
thinks i t' s our r esponsi bility. 

Ri ght . 
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And , t his t heory tba t Marr iner 

that long ter m r a t es would pay t he same and t hat 
short ter m r a t es would tighten is just crazy . 

Ah, )!;ver • • •• • .. 

17 

...... ... I think t ha t - !'wouldn't be surprised •••• 
( fade out) 

'I/ ell - I 1m - I think llondey 1 s going to tell your 
s t ory . 

>'lell - it may . I ' m, ! 1 m, I- you see I'm a l i ttle 
res ted now . . ... 

Yes . 

and I can take this sort of thing . See? 

.'/ell, the r eason I t hink llonday is important is 
because tax r eceipts .• • • .. 

Yes . 

• . •• •. will be pretty final by then. 

Yes . 

Ah - t ne market ' s watchi ng t hat like a hawk . 

What ? 

The marKet's wa tcning tnat f i gure like ' na~!< . 

They are . 

Yes . 

Well , that ' s because t he t ax figure is going to be bod . 

Right. 

Tax recei pts . 

And - well for ins tance, tl~t shift, shift in our 
balances . 

Yes . 

They picked that up right away. 
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Was it on t he ticker? 

On t he ticker? Yes . 

I mean, that we called a hundred mill i on? 

Yes . And they knew jus t wha t tha t was too. 

Yl:ls . ilell, I thought t hey woul d . 

Yes . 

Well, m!iybe they discount ed today . 

.. ell - it may be . But, as I say, people might change 
t heir minds over the Reek-end, but i f they don •t , why, 
we 're goi ng to hcve a r ough d ey on Monday . 

Yes . Well , I t old the President that I would no t go 
back to Washington unt i l I ' d had a good talk wi t h him. 

Right. 

Because t her e i s nothing that I c an do single-handedly . 

Not a damn thing . 

After a l l , you•ve got the s trikes ; you•ve got people 
who , who ' l l t alk nothing but dbout the Court; ond 
you• ve got -you're going to have bad t ax figures, 
and the financial critics e r e going to ask , "Well, what 
is the Gover~ent going to do to make up this l oss in 
r evenue?" 

I t's the first one . 

And , no one can answer that b~t t he President . 

Right. 

I can•t, I can't answer •••.• 

• .. .. You, you c an't do a domn thing alone, Henry . 

I mean, I c an t a lk my head off that I want to balance 
the budget, and all tha t, and cut dolfii expenses • •• . • 

You ' re thinking absolutely stra ight. 

but I - I - I can ' t do it unless ... . 
President back of me . And I think 
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Correct . 

Like all other things - Just, Just at a time when 
a t hing goes bad, t hey always look for a dope . 

(Laughs) 

A fellow by the name of Henry i sn' t going t o be i t . 
You' re qui t e right. 

No because it i sn' t my fault . 

A - a ••••• 

I , I mean i f I had the authori ty I'd just 
change this thing completely . 

Right . 

But, but I can' t do i t unless the President backs 
me up, --and gets 'Norried again. 

(Laughs) Well •... 

i'lhen he begins to g et worried t llen I' ll get 

>Vell , a s I say~ ey guess i s tnat tnat 111 be Wonday 
but you • • • • \Laughs) 

Well 

you don' t - maybe, maybe it ' ll be Tuesday . 

I c an wait . 

Ri ght . 

Huh? 

Sure . 

11b.en Aldrich gets hol d of Vincent As tor and t ells 
him al l about it, t hen he' ll get worried. 

I g et it . 

That happened once before . 
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(Laughs) 

And ••• ••• 

VI ell , I think, I think the climate down there 
must be wonderful. 

It is. 

Yes. 

O.K. 

All right , Henry . 

(Laughs) It might , it might be a li ttle higher 
than that . (Laughs) 

All right. 

Right . 

Good-bye . 

ftight . 
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'riM aae pol1CJ aa that follon4 aiaee 'l'V.eadq waa uae4 

in .. ldll& purcbaaea in ·~or\ of tiM marlalt tocla7 • 

.la a r .. uu of ••hr prlc .. 111 late tra41n& 7Uh~ 

the aarket opened at a lo,..r 1e ... 1 an4 dropped at ea4117 

thrau&bout the aorn1QC on hea.,- aelliDC. '!rea...., botola 

elo .. 4 at their lowe, tha anen lonc .. t hauaa were down 3/4 

of a polllt to 1 1/8 polllh, the 1Dterae41ate l .. u .. down l/2 

. 21 ~ -
~· " • f;' . ·' 

... 

·. ... 

to 3/4 of a point an4 the tour ahort .. t hau .. don 3 t o 6/32114a, 

'frMauJ7 DOha eaae4 l to 7/321148. 

Coall1ne4 purcbaaea totaled $9,083,000. lll accordance 

.... $4,541,000. 
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!.!arch 20, 1937. 
•• 

To : Seoretar; Uorgenthau 

From: Dr. Burges s 

Government bonds which were eaeier in the l ate merket 

yesterdaY , with decli ne s ranging up to l/4 of a point, opened 

todaY at thie lower level, and dropped steadily throughout the 

session on renewed sel ling in substantial volume, apparently 

from widespread sources. Treasury bonds closed at the lowe of 

tne morning with the seven longest maturities down 3/4 of a 

point t o l l/8 poi nts, i ntermediate maturities down l/2 to 3/4 

of a poi nt, and tbe four shortest bonds down 3/32 to 6/32. The 

2 l/2s of 1949-53 olosed at 98. 25, off 23/32 . Guaranteed bonds 

declined similarly with l osses up to l point. Total sales of 

Government bonds on the Board BJDOunted to $4, 893,000 esainat 

33 ,169 ,000 for the first two hours yesterday. 

Domest1o bonds were easier and not very active. In the 

!Ugh sradea the lower coupon refunding issues a.howed l ooses 

ransing up to l/2 point. Seasoned i seues were l argely i nactive, 

final quotations indicating easi ness. Second gr ades were frao-

t1onally off in quiet t r ading. 
Foreign bond s held steady i n qu1et trading. Polish 6e 

gained 3 pointe. 
Total purchases todaY S9, 083 ,000, one hal! of which 1• 

for the Treasury. 
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B .~.Jr: 

Karch 22, 1937 
4:40 P.M . 

Bello, Mr . llorgenthau. Everybody is here . 

Yr. Taylor f'irst , please . 

Right . 

Bello? 

Bello, Wayne? 

Hello, Henry . 

Well, let ' s have t he bad news . 

It ' s sort of bad. 

Nell, I can take it today . 

Yes . Which do you want first? 

You can choose . 

Well, I can s tart a t t he top of the sheet . 

Yes . 

Commodities up forty-five hundreds . Stocks off -
Industrials four t.venty-two. 

How much? 

Four twentY-two . 

Four twenty- two. 

Railroads , t wo fortr. Utilities eighty-seven. 
Volume not very big , but just a little over two 
million shares. However, seven hundred of that 
was in the last hour . 

I carry a figure in my mind of Dow Jones ' that 
commons tock - I think was up around - what was 
it, ninety-four or something? 

One ninety-five about, wasn't it? 
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Yes . 

What is it now? 

One seventy-nine eighty two. 

How much? 

One seventy-nine . 

lhat' s off 4uite a lot, isn' t it? 

Yes . 

That was one ninety-four . Was there one ninety-five? 

One ninety- five, yes . 

O. K. 

bonds - corporat es . 

Yes . 

Off sixt een hundreds . 

Where are your bonds? 

~ bonds? 

Yes . 

All of t hem make new lows . 

I see. 

Yes . Two and a halfs ninety-eight ten. 

Vlha t? 

Ninety-eight ten. 

Ninety-eight ten . 

There we had a line t hey ' re too high . 

Really? 

Yes . 

Ar e you Joldng? 

No. 
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ilhat are the two ar.d seven eighths? 

Two and seven eighths closed at par and twenty-eight 
thirty-seconds. 

Four and what? 

Par . 

Par . 

l•nd twenty- eight thirty-seconds . 

Vlell -

There are tw9 issues of two and three- cuarters at 
ninety-nine t wenty-three . · 

How much did we buy or how much wa s bought altogether ? 

Approximately six. 

Six. 

Yes . 

And - i:l:oes that use up our bonds? 

No, we 've still got a little . And we've got a couple 
of odd amounts, but I don 't think we ought to order 
what we sa i d before . 

No, no . 

Yes. We could even s tay out a couple of days and t hen 
just turn them in as orders, you see? 

No, no, I •d use them up . \'/hen i t ' s gone, it ' s gone. 

What? 

Let them have what we ' ve got . 

Yes . Let - that ' s what I figured, too, but not - we ' ll 
go to an end of our fifty-fifty arrangement, you see? 
But, then f ill the orders for a ny cash tha t we have 
available. 

As t bey come in? 

Yes . 

Regraded Uclassified



l! . t! . Jr: 

T: 

a.M. Jr: 

T: 

a . r.t .Jr: 

T: 

1! . /J. .Jr: 

T: 

H • .! .Jr: 

T: 

B. AI . Jr: 

T: 

li • • t . Jr: 

T: 

I! .W.Jr: 

T: 

H.!!.Jr: 

T: 

T: 

l! . ll.Jr: 

T: 

H. M.Jr: 

T: 

21 
-4-

But wllen,you get down to twenty-five it' s postal savi ngs 
stock . 

That ' s right . 

You can' t have more tnan a million or two dollar s left . 

That ' s right . Yes . There was a little extra came in. 

From where? 

Post al s a vings and F. D. I. C. But, it Just means it 
doesn 1 t amount to a darn thing. 

I wouldn't use it . 

Right . 

We told them we nad fifteen milli on, didn't we? 

Fourteen . 

Vlell , when that ' s gone we stop. 

Check . 

Check? 

Yes . 

dow much of that fourteen million is left? 

About a million and a half . 

.~ell , I wouldn't go beyond t be fourteen . 

Q • .<( . 

I mean i t' s too big a policy involved . 

Yes . I mean - I entir ely agree . 

Yes . I mean, whether we gi ve tbem a milli on or more 
doesn' t make any difference . 

Doesn' t make a damn bi t of difference. 

No . Wben we told them four teen we ' re tbrough. 
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Now, anything on the -- wha t else have you got? 

Treasury bills . 

Yes , oh yes . 

You're going to love this one . 

Yes . 

21 

The r a tes for the country are going to look consider­
a bly better than this . 

Yes . 

But, t he eighty-five doy bills -

How much? 

On eighty-five day bill s -

stil l eighty-five? That' s wha t it was l a st 

Well , it ' s the June bills . 

Yes . It was e i ghty-five days last 

Yes . 

Se ven days less . 

Yes . Total tenders from New York, fifty -six eight. 

Yes . 

Average discount for New York, naught s ix one four . 
The figure t ha t - t ha t will only take about e i ghteen 
of the bills we 1ve got so tha t t he r a te will be h i gher, 
I mean, will be better t han that. 

Send me a telegra m when you get it . 

Yes . 
And when you get it, g i ve me just t h e last figure - not 
all those complicated f i g ures . 

Right . 

Just the 
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You jus t want the a verage . 

Yes , the average - t he total of volume bid . 

~es . 

A hundred milli on. What ever i t is - 101. 

I •ll get it to you. 

Yes . 

The long ones di d better . Comparatively . 

Yes, how much -

21 

Ninety- one bid - bid for tlew York . Average discount 
seventy-three seven . The c ountr y will bring tha t 
average down a l ittle bit t oo, probably ~round s eventy . 

Yes. Give me the total dollars and the average on 
both of those when you get them . 

Right. 

'lhat •s all right. 

That's about all . 

Those r ates call for another speech by Eccles . All 
right. 

Yes. 

That ' s enough . ·Tha t 1 s enough. 

Do you want a ny cash figures or balances? 

Yes . 

Six - six fifty - two actual with ano t her mil l ion - two 
million estimated undeposi t ed . 

Six fifty-two up to Saturday night? 

:X:es. 

And what was - what was 
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Seven seventy. 

Bow much? 

Seven seventy. 

Just a second . (To himself: Through Saturday six 
fifty-two and -- ) Expectations •11ere bow much? 

Seven seventy . 

Did t ha t make neas break out in a cold sweat? 

¥/ell, be says he feels no pain. 

Well , be must have taken o l ittle gas . 

Yes . 

All right. 

We ' ll pick up some more before the month is over. 
Maybe twenty- five mor e . 

All right . I have my sun glasses . 

Yes . Well, I think that about concl udes it. 

It •s nothing to be cheerful about . 

Who is this talking - ll.agill? 

tlo , this is still Wayne t a lking . 

Magill had some bad ones . The l ast fellow's going to 
get it. 

All right . 

I ' m sorry for the l as t fellow. 

(Laughs) Well, we ' ll give it to Ros next. 

All right. 

Bello. 
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Yes . 

I haven ' t anything very new. We went over the figures 
on this Railroad Retirement thing t his morning. 

Yes . 

hnd it looks just as bad as we thought it did, if 
possibly, a little worse . 

Wonderful ! 

(Laughs) The best argument that I think we ' ve got, 
really, is that - one of the Budget boys produced that 
if we put tnrough this plan that will r equire an appro­
priation bill this year - forty million dol lars right 
off the bat . 

And what we ' ve lost in our taxes . 

Yes, we can just odd that right on. 

Yes . 

And as they figure it, it represents - if we put t he 
plan through, we put on the books o defici t of o 
billion four hundred million. 

Good . A biilion four? 

That 's rignt . 

The last I heard it was o billion . 

uel~ , we ' re working up gr&dualLY. 

I see . 

I understand the r oilroods are wor king on this now und 
they ' ve decided that nobody will r etire until be gets 
to be seventy-two. 

I see . 

J oggi ng t he figures up on i t. 

I see . 
So, we 're apparently going to have a very pleasant 
party Wednesday . 
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Well, get a couple of good nights• r est -­

(Laughs) I 111 do that . 

All right . 

31 

I ' ll do tha t. Vlho els e do you we nt to t alk to here? 

Let me talk t o my boy Haas 

Al l r ignt, I'll br ing the estimator around . 

Hello, Mr . Secretary? 

l.iid you have a good 

Am I the last one? 

I don't know. 

(Laughs) 

Did you ha ve a good Neek-end? 

Yes, I f eel very good today . If we ' d get some more 
collections I'd feel al l right . 

Well , 1 suppose wha t we should do is r efer all the 
pests .to you . 

(Laughsl That ' s right. That ' s right, I need rest 
over more t han one week-end . 

"1/ai t UQtil I get my l etter from 71 . 0 . l{ay; I' 11 turn 
that over t o you t o unswer . 

Well , I think we 're all r ight on him . 

vh, you do? 

Ye s . 

How? 
As e matter of f ac t the whole thing may be all right. 
The ~uestion of bow much was pai d i n full on March -
if that works out differently t han we estimate there ' s 
a possibility - if tha t's the case - then the tax 
l i ability is just the same as estimated . 
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Really? 

That • s right. 

You mean if there ' s less or t hem paid in full? 

There's a distinct possibility . We ' re going to get a 
check on tha t. 

Vlell , for God ' s sake, get it soon, will you? 

All right . (Laughs) 

Because I 1ll have to take it right square on the chin 
and the nose f r om behind, too. 

Yes . 

And I ' m the fellow that ' s going to have to expla in when 
I get back . 

Yes . There ' s some interesting differences in the 
figures when you study them by St ates. 

Well, I• m s erious now, George, so for Heaven's sake, 
if you' ve got any explanati on have it when I ~t back 
next Monday . 

Well -

Because I ' ll have to explain to Papa acr oss the street . 

Yes, I t hought I had to explain to you too, so I 'm 
Norking hard on i t . (Laughs) 

You do . 

There may be - it may not be as bad a s i t looks on the 
preliminary ticket. 

V/ell , for Heaven ' s sake -

Yes . 

Gr ab a telephone or anything just so when I see t he 
President next Monday I can say something that sounds 
intelligent. 
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Yes. You know, Mr. Wellon 1 s district worked out swell . 
He ' s up over two hund red percent . And so i s Delaware, 
the Dupont district. 

That ' s something , but --

Yes . (Laughs) 

It 's a nd seri ously , I ' ll have to have a story 
next !londay . 

Yes . 

So, I 1d say tl:lat be tween now end ,.ondey this is number 

Yes . O. K. nell, we•ll do all we can on it . 

I' m glad tha t !Jir . Mellon and Dupont helped you out, 
but evidently the rest o f the country -

Somebody let us down. \'I ell, !' m not sure they d id, 
~lr·. Secretary . 

Vlell, seriously , George, have something for me next 
Monday if you can. 

Yes, w~ll I ' ll do all I can on it . 

Yes 

Yes . Ralph was t a lking to tnem over there today . I 
was in his office . We •11 get those checked up righ t 
away . 

Have something for me Monday because I ' m the fell ow 
that~s going to have to t a ke it when I glt back. 

Yes , I know it . I know it . 

I won' t pr omise a ny more until t do get back, but when 
I get back on my neck and the President 

Yes . 

-will s ay, "How come?• 
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Yes . 

Incidentally, I wish to t a lk to Gaston . Who the hell 
ever let out that f i gure of eight forty? We haven ' t 
given out March figures before, have we? 

Herbert knows who did that. He ' ll t alk t o you. 

All right . 

Goodbye, Mr . Secretary . 

Goodbye, George . 

Hello . 

Yes . 

About that figure . 

Yes . 

Well , I learned in very g res t confidence, but 1t 1 s -
severa l peopl e know it now, tha t Duffield got that 
f i gure from McLeod . 

McLeod. 

licLeod . 

Since he l eft? 

What? 

After he left? 

Yes . 

Yes. 

Yes . 
shop 
I 1 ve 

We haven 't - so ilr 
has ever undertaken 
done is simply -

a s I can find nobody in the 
to make any estimat es . What 

I always got t hose f i gures in my press conference . 

Yes . 

I would have to know things on a yearly basis. 
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Yes , yes . That 1 s wnat we•ve been telling them and all 
I 've done is to call their attention to the annual 
estimates, which I sa i d is the only kind of an estimate 
we ever publish . I tell them to make t heir own compu­
tations on the basis of tne annual estimate and the 
da i ly Treasury statement of what we•ve taken in up to 
date, which some of them did. 

And 14cLeod gave them out? 

Vlell , very confidential ty, Upham learned 1!-om Duffield 
t ha t ~cLeod had told him th~ t figure of eight forty . 

,/ell, xha t are !.lcLeod ' s fi gures, or did he estimate? 

Yes , ae d i d . His estimate at t hat time wa s eight 
forty-two . 

Tell him tha t he ' s o goat - let the fellows that gave 
~hem out defend him. 

lhe boys kind of gave Duffield a rough t ime down there , 
pinning that est imate on him . I t old hi m tha t the 
Treasury hadn't given out any estimate . 

No, we don ' t want any goa ts unti l I come back . 

No, no . What I did today - we - I gave out the photo­
sta t - handed the boys a photostat of that sheet after 
I s ent it up to Parker . He said he - they didn ' t want 
to give it out up there, tha t we could give it out . I 
nandea him that photostat and I simply called tneir 
a ttention to toe fact tnat our r eceipts for t he first 
twenty days of ~arch this yea r were approximately 
sixty- seven percent above t hose of year end the 
A. P. and U. P. 

Listen, I was sort of Joking about McLeod . I 'm glad 

Yes, yes . 

I r epeat to everybody until I come back 

Yes . 

And t nen when I c ome back we ' ll get together . 

Yes . 
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Yes, yes . 

• es , yes . I •ve been- it isn ' t wor rying me ony -
I ' ve been Just telling the fellows that a s far as 
handling t hem is concerned I•ve been just telling 
the felloNs the figures speak for themselves . They 
can make t heir own computations . We don't publish 
estimates, we don ' t a t this time comment; we don ' t 
~now f i nally until the yea r is over how much money 
'"e ' ll nave . 

And I 1d stress the fact t he t we never have gone on 
~uarterly figures. 

~es, yes . Yes , I ' ve told them the only figures we 
give out ar e the - are the annual figures . 

Well1 wel l while I WII S do .·m tnere Cecil Dixon s aid, 
"My God, I wish I •d stuck to my original guess on 
thi s thing which wa s seven hundr ed and fifty mi llion 
for March, • but he says , "the office hammered me 
because t hey ' d seen t his stuff in the Wall Street 
Journal and United Press, ond so then I used tha t 
figure instead, a na I didn ' t have sense enough to 
stick t o my own hunch . " And then Duffield put in, 
•Nell," he sa i d, • tha t wa sn't my figure . I wasn' t 
es tima ting . Tna t 1 s Tr ea sury figure . • And t nen I 
remarked, "Well, so f ar a s I know the Treasury nasn• t 

I 
given out any f igure . " 

Incident a l ly , is Upham back? 

• es, he is . Yes . 

Now, did you r un down - did the SEC give out those 
f oreign figures? 

Well , a a - Wayne t al ked t o Landis about that ; 
I think be nas something to contribut e . George said 
t hat from the interne! evidence of Duffield ' s story , 
it appeured to have - the source appeared to have 
been one of tnose confi dential weekly reports of t he 
SEC. 
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Yes . 

Of course it worried Landis a lot because the sus­
picion a t once arose that it did come from the SEC. 

Well , now who ' s going to talk t o the Wall - the 
Manager of the Wall Street Journal? 

Well , I just don 't know what good we could ha ­
what - I don't - I just don ' t know wha t to talk to 
him about. 

llell , I 1 ll tell you what t o talk to him about. 

les . 

l ell him that t hose figures can only come from the 
Treasury . We ' re not going 

Yes . 

Yes . 1/ell, of course the troubl e with that is that 
8e say we wil l not give them the figures so he picks 
tilec up from some - any source he can get t hem 

Listen Herbert •••• 

Yes . 

You can' t do that . I know the Wall Street Journal . 
The Wall Street Journal wil l 

Yes, yes . 

The Wall Street Journal 

Yes, yes, yes . 

It ' s a high class organ1zeti on, and 
want to go over the head or the Kanager. 

- I don't 
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Yes, yes. That's Barney Kilgore . Yes, I'll talk to hiM. 

I wish you would talk to Kilgore . 

Yes . 

But in the future we 1 re going to ask him not to . 

Not to print them . 

Not to print them . 

Yes . Of course, offering tnem to us for verification 
would be no good b ecause we just simply couldn't 
verify them. Yes. 

Nell - c- if you, if you will talk to Barney 
Ki lgore - they're 

Yes. 

They 're a high class •••••. 

Yes - yes - yes - all right, I' ll do that . 

I, I really wish you would . 

Yes, yes - all right. 

A - a - I think \Yayne has something to add about •••• 

All right. 

Uid you have anything else for me? 

That • s all. 

Right. 

Wayne Taylor: Hello . 

H1!Jr : 

T: 

Yes . 

I had quite a long talk with Landis on the thing and he 
says that they give fairly wide distribution to those 
SEC reports, in t he Government, and quite a few of them 
get up to New York. And he ' s investigating it fur t her 
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wit h a possible idea of not including those 
figures in their SEC reports. 

Vlell, I think - I don ' t think aeybody should have 
had them in the first place. 

Well - they - they ' re included in - their general 
weekly letter - the equivalent of a letter; not in 
great detail, but they apparently are included . 

38 

Nell , wny in the hell is it tha t lYe don ' t ever have 
aeything 

A little different type of organization I guess. 

What? 

Different type of organization. 

All right . Well, <nY suggestion to Mr . Herbert E . 
Gaston still holds . I ltnow the \Vall Street Journal 
organization . 

rlight . 

Well , I•m - I haven't any comment to make on that . 
I was simply tel - wanted to tell you what - the 
conversation I ' d had with Landis . 

Then that is up to the SEC to do their own believing. 

Yes . 

But what I told you was true - that Landi s didn ' t 
get up on his high horse - did he? 

No, no, not a bit . 

And I ' ll bet he was di s turbed . 

Be was. ~nd it was left on the basis that be ' s going 
to think it over • • •• • 
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'i es . 

•.• • •• And inves t igate a little bit more , and t hen 
we 're going to t a lk aeain about it . 

O. K. 

Right . 

Does Oliphant want a nything or got anything? 
Herman? 

Hello . 

Can' t you show 

i ell, I have some very good news for you. (Laughs) 
Remember Ne wrote the A. G. about E. M. Smith of 
Los .~<ngeles? 

Yes . 

And I have back a letter acknowledging that, and 
co,ncluding with jus t one sentence . 

Yes . 

And that is, "These cases 1vere pos tponed to April, 
pending consider ation of an offer, of an offer of 
cromprocise . Very truly yours , " (Laughs) . 

They were what? 

;•/ere postponed until April pending the con - the 
consideration of an offer of compromise . 

I see . 

(Laughs) 

That means what? 

Yeans exactly nothing. 

Yes . 

Except that he knows that you have them in mind. 
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A - do you want to think about it now? 

Well, I can't do anything about it. 

Well, I was thinking about the possibility of in­
quiring if the offer of compromise which he has 
under considera tion i s the one that we ' ve previously 
passed on and turned down. 

No, I don 't think ••••• • 

No . 

I don 1 t think we can go any further, Herman. 

No, I think he knows "we have it on our mind. 

Yes . 

No ••• 

You' re a cheerful crowd up there . 

Well , everything 1 s going all right. 

A • • • •• • 

•••• Is t he sun saining down t here? 

got a recommendation t o make . 

I th.in~ you ought to all go out and get a double 
Old Fashiol'\ed . 

(L~ughs) But I insist -. i s the sun shining down 
there? 

Yes - don ' t- well don 't I sound tha t way? 

Well, yes , that's better - I thought - the sun1 s 
s hining here today, you know. 

Well , I recommend a double Old Fashioned . 

For all of us? 

For f!ll of you. 

Including George? 
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Including a - George? 

Yes . 

A triple one. 

(La ughs) 

(LaU&hs) Well, t hey 're all telling me something 
t o tell you, and I 1 m not a-going to tell you any­
thing . 

'Nha t? 

Tney're all telling me something to tell you. 

I can't hear you. 

They 're all telling me what to tell you. 

Oo ahead . 

(Laughs) 

No, I• d like -- I ' d like you to a ll take George out ••.• 

Xes • 

•••• give him tha t double Old Fashioned, t hen watch 
George t alk. 

· ( Laughs) All right. 

Then you - well list en, Magill is pretty good at 
drinking t oo, you know. 

Is he? 

Oh, yes . 

Uy, my, wha t the Treasury ' s doing for that boy. 

Xes . 
(Laughs) All right . Well, t omorrow' s another day . 
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my dry friend, who i s a political dry, 
Uorrie Shafroth, never took a drink until he came 
to Washingt on. 

Has he taken one? 

Ob . •• • 

..... Well, that ' s a load off of my mind . 

Ob, 
regula r old souse . 

, be' s got to be a 

4! 

(Laughs) ·..:ell , that ' s a load off of my mind . (Laughs) 

your what? 

I'm going to accept his next dinner invitation. 

O.K. 

(Laughs) Good-'bye . 

Novr , wait a minute . Go out and get - all of you 
get that drink and watch George interpret . 

(Laughs} .'iell, we ' ll take him right down. 

All right . 

Good-bye. 
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Secretary of State, 

Washington. 

GRAY 

Paris 

Dated March 22, 1937 

Rec ' d 5:15 p . m. 

394, L!arch 22, 4 p . m, (S:"CTION ON!':) 

?ilOl. COCHRAN. 

Paris exchange and stock markets uneasy today . Bank 

or Fr ance acqui red some sterling but people were seeking 

dollars and bid for them above the ba~~·s price . French 

r entes down one to one- half francs . New defense bonds 

offered at 30 francs per 1000 discount without buyers . 

French shares weak. International shares particularly 

copper and other metals extremely heavy . Market nervous ­

ne3S comes partly from internal French political situation . 
with debate on Clichy riot scheduled tor Chamber' tomorrow. 

More concern comes from external causes such as Spanish 

na tionalist defeats and alleged dissensions , Mussolini's 

plans to hasten his return to Rome and the Austro- Italian 

football fight. 

French Minister of Finance has issued communique 

fixing the bas is for indemnifying those who have turned 

in gol d or foreign exchange at Bank of France since 

October 
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October l at rates lower than thoae obtaining under new 

r egulations . Baa1c gold price tor euch readJustment• 11 

WILSON 

CSB 
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PAilAJ'IIIAH or UL~11 IJO . SM, 110!101 n o. 
ftoa P&:rh, kli'Oil n, Ul !?. 

4C 

fl:lod at M,.M.681 f-• pe:r kilo wbloll -• \lle &Y--.10 

p:rlco fur cold .. lla:rab 8, ' .... 10. Baalo :rat .. for f<'7-

e l&a ozcbaaco are: e\orltac 101.11 dolla:r 31.801 .. lee 

ftaaoe 4.98St norla 11.9U8. 

TUo ano:rao.- I lad a toloplloao oo•OI'eaUoa wUil 

Jaocbeooa wbo llad YleUOCI Be:rlla elld llad Jue\ rotlu"nod \o 

~ .llo BI S . lie 11&4 fOIIDd Oonaay aor e cala \ball llo a.4l 

ea:peo\ocl, aD4l .llo dooo ao\ aaUolpa\e \ba\ \llere rill bo 

&A earl)< b:reokd- la· a.r-11)'. lollaollt, he eald, ••­

Umaeo \o bo -o llope tul o•or tho outlook f or upo:rh 

fro• Oor •any , &Ad ho le cheOI'od up '111 •lee of llllOblno:ry 

to LaUD Aaorlca, •••' Brl\ala, alld o\llo:r oout:rleo. 

Tile worl4 :rho la raw -\ed&le ooaeU \lltod \ b elr clllef 

110rrr, olaoo 1.,.,. of I"&IJ -\erlale aro ••• ooeUy, 

&nd ouch ollld\lrloo a e ftuApi"J W Mtp:rla aod ~ta 

are •~do lo .. 4epondon\ • \llel.r Oonan ouUo\, alld 

tlleroforo \ b oy llooo•• lo .. la\ereo\od ta bar\o:rlq for 

1(004e tro• oa....._,. I\ h Jaoo'll .. oa' e oplaloa tlla\ \llo 

Cor- people aro •r• loollaod - toward tau r OAU-1 

t :r&do ao&oUaUooo \ Ia , \.boy la&Yo 'lloon for a l oq u ... 

ao-..t, M aald, lla4 la\OI'DaUoaal pro'lll•• 1ll al .. 

wbon llo pUJ'pO ... J •do Ill• reo•' Relolle't et report a 

ra .. • coaHII'Yil\ho ud taoffone1Yo ono. 

I -• \old by Jaoob- \Ia&\ teor•etac e\orleo •­

\o E.&Ml of a e\nlaod eooaaato et.-uoa la 1\alJ •• 

of 
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~ lal w ._ elfeU "-' aftr \M ~O!IIiaa V 5 &.-
• 

•• •• \M l'eallJ tifflwU Uae f• lllo ... ,., ~• .... 
DD MRIAQII. 

...... 
l lYi l HR 

TIIJWTI.I'IJO VI utA lilT 
"'•fl lo t>IIO ......... ~ ........ 

WlloiOI • 
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lloadaT, llarcb 22, 1937 

In earl7 tra4inc boD4a sold up aa .w:h aa 6/3214da 

bttt aubaequentl,J price s turn~ do'll'llward in acthe tre4inc 

... d at the end or the da7 loa .. a ra~~&ed t roe l to 24/32nda. 

'!'he a Yera&e decline we a about 15/32144& tor Treatur)' bonds. 

Tr .. SUJ7 noteo wore Onl7 1110deratel7 actin, cloaiD& 

l to 3/32nda lower. 

Tha ouae policy aa that followed a tnce laot tuaodaT 

(the 16th) wao uoed acain toda7 in lUkin& purehaua in 

aupport ot the ..arket. Combtned purehaua .. ounted to 

$6,928,000. Ot thil amount , $2,964,000 •• takon b7 the 

Postal Sa•~• S71t .. , 111 accordance with tbe acreement 

between the 'l'reeeurJ ... d the Pederal ~•e"e S7•tela. 
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!.larch 22, 1937 

To: Secretary Uorgenthau 
' ' ' 

From: Dr, Burgess 

Government bonds declined further today i n an active 

market. Ease developed shortly after the opening and 

<p otat1ona receded more or leas steadily . Tr easury bonds 

finished at their lows with the short bo:1ds several th1rty­

ceoon<!s down and t he 1ntermecUate and long maturities gen­

erally B/32 to 22/32 down. Guaranteed bonds showed losses 

ot up to 10/ 32, Sales of government bonds on the board 

totaled $9, 954,000 compar ed with $4 , 943,000 last Saturday, 

and 55, 727 , 000 on Friday, Note market was relatively steady, 

quotations easing 1/32 to 3/32. 

Doa eetic bonds were dull and firm in the forenoon, 

movi ng lower thereafter, w1th moderate activity i n the f i nal 

hour, In the high grade section, the lower coupon retund­

ing issues were off on the average about 1/2 poi nt; seasoned 

issues declined small tractions. Second grade market was 

ott fractioruU.ly to about 1 point. Convertible bonds nre 

weak. 

Foreign market remained r ather quiet and mostly steady, 

Japanese and some Sout h American bonds showed fractional losses, 

Purchased today $5, 929,000 miscellaneous Tr sacury bonds, 

one-half of tb.is amou;-,i. being tor the account 

Regraded Uclassified
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KMBt"W 

llarcb 23, 193'1 

1'o: S.crata17 llorcut.bau 

rroou Dr. Bnrceu 

I~~~pro,.....,t appeered in the coTa,....n\ bon4 mara\ 1 0011 afhr tlla 

opining, ud pr1cao rooa fairly otaad1l7 \haraafhr on moderate bot.\ 

general buying. Traaoury bonde clooed at tha1r hl.ch• of tba da7, pl111 

ranging up t o about on .. half poillt. The cuaranhed bonde ware up f5/32 

to 11/32. Total oalu of conmaant boDdo on tba board wara $9 , 130,000. 

The note -rat wu ollt;btl7 aaohr at tba b&«illll.inc of tha do7 bnt 

auboe~ently turned f1 noar with the bondo 111d at the cloae the 1939 

to 1941 maturitho ware l/32 to 4/32 batter than :teeter~; other aatlll'-

1t1eo ware uncbancad to l/32 off, axcapt tha 3o of 1938, off 2/32. 

Domeat1c bondo dacl1nld frnct1onall:t in the forenoon on 1m1ll 

in act1Tit7 in the final hour •• ·- bn)'inc 1nhraat appeared. Tred1nc 

111 the Ph1ladalpb1a llac\ric 3 1/21 l>ecen at V9 1/4 to 5/8 tbio mom1nc, 

following tha diaoolution of the •:tndicata, and 100 wao bid aroun4 

clooing t!.Jae. Otha,. low coupon ratunding bondo which were off about 

1/2 point at thail' worot, finiabad tba da)' olichtl7 ulldar laot n1ch\1 o 

clooing laTah. Second crada bondo aloo raconred oo.nba\ bn\ wa,.. 

olich tlJ aixed at tha elooa. 

roreigno wara o\aadJ for tba aoot part and •odantal:t acthe. Gamano 

and lorwaciu• and ooma South .Aaar1can ioauao wara -11 fract1olll off 

fl'oa J&Otarda)', 

lo plll'Cbaoaa for fr.......,. wda.Y. 

' 
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!uedq, llarch • • 193'7 

Before the openi~~& or the aarlcet llr. t.,lor lntome4 

llr. 1-..rceu thet the balaAee nallable lD the PoetDl Sa•ll~Ce 

Aeeowot whlch lli&bt be utUlae4 tor the npport ot the 

aarat h oow OD17 $2, !500, 000. 

The aarlcet openecl eteadT u4 lllpro•ecl ~t the 

a., 1D aetl•• tra4lftli, to cloee troa 2 to 16/32114• better. 

)lo Jl'll'Cba••• ,.re ..ae. 
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r.tnrch 2) , 1937 

..j..m~ND~ FOR THE FILES 
• • I • 

Cf,RRIERS TAXINil ACT - - CONt"'ERENCE lriTH .!R, ALTI.IEYER 

t.:r . Altmerer advlsed me a t lwu>h tir.ae thl!t his a c tuary , olr . Yiliiueon, 

bsd co~outed tho coat o r t he proposed r ailroad r etirement allo~8nces end 

"d found thet the coat 1"ould run between 8 nnd 9 percent of the railroad 

>-•yrolla . I llHc."Dson felt th&t blr . Ltltimcr' a esti:"l~ted retirement ege of an 

c v~rege of seventy wns en tirel y too high. The Sociul Security pr<:~grw.t is 

fonaule ted <:~n t.'>e t!leory or increasing pressure for men to retire after the 

ago of slxtr-rive. He believes thet this pressure will result in ear lier 

r c tlre'l!ents !ll'l"llg r ailroad a oployoos as wall, due to the pressure br t he I 
·1oun,;er 10en, for oaoro r apid adve:tcement . He nlso urges th&t the r a tes of 

tcx be ~nde sufflcientl;r high t.o prevent serious deflcl ts in the event or 

• subsequent aopresslon rri th cons&quen t cuts in the ruilroed pa;rroll . .Jr . 

~1 t•~yer nlso sees no reason "h;r t.">e Govern:lent should htlve taken over the 

rollrooda' pr!vote pension oyste.'!ls, ,>hl'Ueularl.y with o reduced rete of tex . 

Jr. • illi8lii80D had eppN'enU y told h . Al tluoyer th&t tho so-<:nlled 

Uirfer -.ntial \8 correct. I told Alt.aeyer that our computations sbor. that 

it •as l"i t hout bnsis , s i nce i t WBS figured on the bMi S Of nllo\'lanCeS to 

oxhting emolo;roos and pe)"laent s by existing e;:rployces , whereas i f one took 

into account ~resent and futuro eaployoes , the Govenutent ~ould act1UUl;r 

lose ~oney by the elimi nation of t he r ailroad e~ployoos f r om the Social 

Security progrom. Mr. Alt.'lleyer soid he did not understand this; thnt he 

t.'t>u;;ht t.'>at Latbar bed tlgured on the basis of 1.0 rears, but not "Derely 

on the boais of pr esent 8JIIployeoo. I told lltuao:~er I t ;'IOU8bt iJr . P.eegh 

Pnd :b- . ~ 1111•11lson should ge t to(;ether to wor k out this discr epancy. I have 

"ince celled rAr , Reegh end be will discuss tlte question with lb' . Ullia:aaon 

t 'l13 e ft11rnoon . 

iJr . Al~eyer sa1d he thoucht that ~r. L&tioer was a whollr sincer e 

and hones t individunl , but that he was rather easily persuaded and that in 

thh case be had not mads a good negotiator tor t ho Gove!'!\111ent . 

'ir. llt:leyer thouaht that r.e should h&ve ow- sctiWU'iea a vailable to­

monow. 1 told him 1 thought it r1ould btl bett e r not to tnke thRill lnto the 

conference, but to have them a t hand i n case questions neoded to be r efer r ed 

to t.""" . 
Wr . Altmeyer i nquired rrhather it !!light no t be ~orth while for hio to 

have a tnll< with Lat.l.lller and Geor01e Rarrlaon or the brotherho<lds this after­

noon . He said Lati111er hBd been seeki ng such a confer ence end t hat be 100uld 

li<e to tell Lotimer that l.lr . 'liilli&Jiaon had deter111ined tho t t he proposed 

agree::tent ....,s rounded on auoh too low r a tes of tax. He thought tbere was 

so'ile likelihood he could perauode Lat.l.lller to agree end that he .rlght al 110 

persuade Harrison that it woe und esir able f rom the brot herhoods ' point of 

view to 11tart out wit."> e plrn thet is rinWtcie1ly sheley. I tol d b1.g I 

sa" no obj action to his discussing lr. t.illiamson' s finding a rl th the t>.o 

men, but 1 t hought he aught not to br ing t he Treasurr into t."e discussion. 

Rll 

!'.:J/cgh 
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TREASURY DEPARTMENT ----TIOH ..... 

l.!areh 2), 19J7 .. Secreta~~au 

llr. Ha~fJ 

'!'his morning you telephoned 111> ~nd requested that Jlr. 
Lindow make up e book which will include tlro cheota for each 
housing project of the Public Works Adainiatratioo, of Yhich 
there ere S) in number , and two sheets for eech housing project 
of the P.esettleo:ent Mmin1etretion. Olle of the sheets is to be 
e drawing of the project, end the other b to show pertinent 
econocdc data. '!he book is alao to contain a key ~ sheet. 

\ 
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TREASU~Y DEPARTMENT 

..... 
!.larch 23 , 1937. 

,. Secretary llorgen thau 

,_ Wr . Haa~~ 

You requested by telephone today that 11e secure a 
tabulation of A. A. A. benefit p87"enta by cropa, disburs...,mts 
or which remain to be 1118de as or March lS , 19371 .,.! also an 
Mlllyais or the 1937 progru b7 crope , estiaated benefit dis­
bureementa, end what a f&rller is required to do in order to 
tecure a benefit check. You asked to have this uterial by 
llonday, lo!arch 29, 1937. 

Regraded Uclassified



u GRAY 

Paris 

Dated March 23 1 1937 

Rec ' d 2 p .m. 

Secretary of St a te 

·.vashl.ng t o n 

3991 March 23, 5 p .tl) . (SECTION ONR ) 

FRO!! COCHRAN. 

Paris e xchange trading slightly more active today 

51 

with oauk of Prance having most favorable day acquiring 

cterll.ng and dollars since Clichy riot . Bank or ~gland re­

ported to have been selling dollars and Soviet Government 

to have sold sold . Market sentiment much improved over 

ye ste<·day ' s dinastrous session wl.th Government rentes and 

French shares both up . 

In d l.scussl.na repercussions or American monetary poli cy 

on "!urope, Lombard, Editor or the FIUANCIAL Jp;\VS, wrot e 

today in part: 

"The outcome or the struggle o~the United States 

' Government with the risl.ng(tr end of prices will be 'or fit'at 

ra &e international importance . Should it be successfu l in 

checking the rise or even in noderattng it to a large extent 

it would inevitably intensify the pressure on ~uropean 

currencies , l.n particular on s terling .and the franc . For 

having embarked upon rearmament on a large scale neither 

Great Br itain nor France is in a position to resist the 

upwar.; trend prices very 
HPD WILSON 
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Secretory of State 

'laBhi n&ton . 

GRAY 

Paris 

• 

Dated March 23, 1937 

Rec •d 3 :05 p . m. 

3fi9, !'arch 23, 5 p . m. ( SECTIOll TWO) 

effe~tively . As a result successful resistance on the 

part of the United Stat es would mere ly ac}entuate the 

overvaluation of sterling and franc in relation to the 

dollar . Th6 res~·lt would be a further flow of gold to 

New Yorlt ard a r:eakening of the technical defenses of 

BterlinG and the franc . 

"Sooner or later the British and French monetary 

aut~r1ties would have to dec1de to seek to restore 

equillbrium by a down~ard adjus tment of their curr encies 

58 

1n rel&tion to the dollar w1thin the framework of the 

tripartlte a.J; r eement if possibl e or outside it if necessary, 

It is only w1th the u t most reluctance t hat London and 

Paris would decide to br eak the tripart1te agr eement but 

in the f ace of strong and persistent pressure due to an 

increasing undervaluation of the dollar there would probably 

be no way or avoiding it i n the long run . 

It is 
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RB - 2- #399, :larch 23, 5 -: . m. f r om 
Paris Sl!:CTION T'IO 

57 

It is of course premc ture ns y e t to env isage such 

posSlbl.lities for qu1te possibly the "lashint;ton administra­

t ion may be unable to prevent American prices from keeping 

p ace witt the rise in w~rld p rices . But it is to be hopea 

that the !~erJ.can au thor1t1es f u l l y realize that shou ld 

they e successful they cannot eat the1r cake and have it . 

The 'l:.den i q; of the e:xist :m u dJ.oequJ.librium between American 

pricos on th e one hand and l\r l. tl.Bh end French prices on th., 

o t ho r woul c be bound to render the existing pari ties un­

tenrcble i"l the long run . The "fashi t"Gton (Et'D SECTTOl\ TV/0) 

'"!LSON 

CSB 
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LI 'S 

Secretary of State, 

Washington . 

GRAY 

Pllris 

. .. 

Dat~d March 23, 1937 

Rec 'd 2:40 p. m. 

399, blarch 23, 5 p . m. (S":CTIOU THRI'!"!) 

adminis t ration would have to choose between swimming 
• 

with ~he t l de of world prices or allowing Great Britain 

and Prance to adjust their oxchanges to a new equilibrium 

level i n relat i on to the do l lar . 

"I t i9 of course hardly possible to expect the 

knerican authoriti e s t o r efrain from trying to check the 

rise i n prices since rightly or wrongly they consider this 

important from an internal po int of view . ·But ~ashington 

cannot expect London and Parl a on the othj!r hand to be 

prepared to be bled white in defense of their over-

valued currencies . She will have to inure herself to 

the i dea of lower sterling - dollar and franc - dollar 

rates as a national logical and inevitable consequence 

of any successful efforts at checking the rise in American 

price s" . ("'.ND lll':SSAG"P; ) 

WILSON 

HPD 

58 
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Secretary of State, 

\'/a3h1ngton . 

GRAY 

Paris 

Dated March 241 1937 

Rec'd 6:32 p. m. 

403, March 24, 4 p . m. (SJ>:CriOH ON"~'!) 

PRO!& COCHRAN •• 

59 

~~change trading slow in anticipoti~n of ~aster holi­

days . Bank of France acquired some sterling and dollars 

before noon but receipts slackened this afternoon . Weak­

ness of dollar is believed to come partly from ~uropean 

liquidatic.a ot· American stocks and partly from the fact tlll t 

p,old is being offer ed on the London .narket by the Banlr of 

England. Belga continues to be offered as some French cap­

ital is being withdrawn from Belgium and certain Belgian 

firms are filling their French franc requirements . One 

Paris-American bank has $2, 000, 000 gold awaiting shipment 

from Antwerp to New York on the Pv.NNLAND. Although Blum 

Government ga ined vote of confidence by 362 to 215 early 

this morning after debate on Clichy riot and general stri.ke, 

French rentes are down 30 to 90 centimes . International 

shares are strong again following the upward t r end of 

metals . Payments on the first tranche of the national 

defense loan are due to be made at the Treasury today and 

on 
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U!S 2-,-o , 403, March 24, 4 p , m., Sec. 1 , from Paris . 

on the second tranche March 30, It is understood, however , 

that because of the pressure to meet end or the month re­

quirements subscribers are be ing extended facilities to 

delay payments until April 5 , 

AGENCY. ~CONOMIQUE reports from Tokyo that Japanese 

Minister of Finance has declared that he does not consider 

necessary the creation of an exchange equalization fUnd or 

t he aiherence of Japan to t he tripartite monetary agreement. 

t:ever'.heless, Japan woul d gladly t ake part in an interna­

tional monetary conference which he hopes to see called 

o t tho earliest possible moment . 

The f.nancinl editor of LA JOU f!'!ll;E I'IDUSTRI~LLF. today 

expre sses the o~tnion that American vfficials are totally 

incaoabl e of controlling prices and above all or prevent­

ing .t ,Je rican prices from following the world price trend , 

The Paris financial paper, LY. CAPITAL, carries an 

article today recommends that if Prance wishes to see its 

bank deposits grow the bes t step to take would be to 

eliminate tax inquisition into private ba.nk accounts . 

WILSON 

• 
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PAJUPJIRASI OJ BIO~IOJ TWO 01 10 • .OS of Karoh 26, 
19:57, he. PAJliB. 

'l'hh afternoon I learned at ihe Bank of l'ra.DOe that 

aiooe the reoei challp ill l'renoh financial policy, approx­

t.ately fou.r billion france gold hae b"n acquired by the 

Jrench atabilhaiion fun4. Koet of thh aaount oue thr~ 

the aoquieiiiCG by the fun4 of ehrlin.g and dollare which 

were con•erted into gold in turn. Buoh gold ae tbe fun4 hae 

acquired baa been entirely of doaeetio origin and hae 

been for the moet part in small coine. The daily intake 

ot gold ie at preeent not running OYer twenty ailliCG fiance. 

J:aoh day Iince the change in policy (except for the 

day after the auohy affair) the fund haa been able to 

acquire a01ae aterling or dollars. The fund oonYerted into 

gold on the London aarltet the dollar• which it obtained. 

The l'reDoh ha•e particular exoepUona to gold on the London 

aarltet ill ooDDeoiion with the London banking credit they 

reoe1Yed recently. Two and three-quartar billiOD france 

remain clear ot the four billion trance regained by the 

fund. The Ba.D.II: of Jranoe reoei'l'ed ihe other one and a 

quarter billion ill repayact for gold which ihe Bank 84-

•anoed to the tuncl during the enare etr&iD upon the trano 

juat before Jranoh tinaucial policy waa changed. Allloet 

i-diately after tbe change in polio)' 1i waa po181 bl~ to 

repay thie ad'l'anoe tr011 foreign exo~~&nee and gold reoei'l'ed, 

before 1 t beoaae neoeaa&r7 t o ehow auoh an ad'l'a.noe on the 
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The off1o1ale of 'Ia• BaDk of P'r&DOe are n.,her well­

s&Uefied. wUh 'he refliU of tund.a 'o da,e, oonaideriuc 

eYerything and particularly the aet-baok which the Oliohy 

riot oauae4. Theee officials will not predio' how i111p0rtant 

the reflux .ay be after the date 011 whioh payaente due on 

aooount of the new iane of national defense bonda. The 

greater part of tlle foreip exoha.uae haa o~e back to rranoe 

for the purpoae of i.Jlyeatmen' b. the new eeouriUea. Bow­

eYer, there hae alec been considerable ehar' ooyering, and 

tranaaotione required tor. oo-eroial purpoaea haYe alao 

been carri ed out . The point to be deterllined h whether 

the aituaUon -y yet inspire enough oOilfidenoe for oapi tal 

to be brought baok t o build up J'renoh frano depoeih. 

It was atated by certain Bank offioiale that P'renoh o1t1aena 

owned the capital which has cOlla troa abroad for i DYaat­

aent in the naUOil&l defense bond a, and that t here • ae 

no illportant aaount of f oreip-owned tund.a r•itt ed f or 

aubeor1pt1on ' o t h e bond iaaue. 

U'D OSS.A.CB • 

1JIL801. 
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In reply rater to 
FE 893. 51/6337 

CONFIDENTIAL 

DEPARTMENT OF STATE 
WASHI NGTON 

March 24, 1937 · 

The Secretary of State presents his compliments to 

tho Honorable the Secretary ot the Treasury and, with 

reference to previous correspondence i .n regard to matters 

relating to t he financial and economic situation in Chi na, 

encloses, for the information of the Secretary ot the 

Treasury , a copy of telegram No . 127 or March 22 , 11 a .m., 

from the American Embassy at Nanking. 

Enclosure : 
From Embassy Nanking 
No. 127 , March 22, 11 a .m. 

' 
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3ecretary of State 

'.'Ia shins ton 

127 , March 22, 11 a . m. 

Nanking via N. R• 

Dat ed March 22, 1937 

Rec ' d 9 :30 a.m. 

O:le . Goverll!llent mandate March 20 appoints Kuns special 

envoy to attend oritish coronation and 1Hn1ster or Navy as 

deputy envoy . For some 1•ee!te Kung was mentioned for this 

misoi~~ but recently has not been well and there hcs been 

considerable friendly opposition t o hi s undertaking it on 

tho r,r ?lll'lcl that he cannot be spared here . We have re­

coivod no (repeat no) intimation t ha t Kung.• s selection 

is conn.>cted with the prosp~cts of additional Br1tish 

fiDD.ncial a3Sis tance to China, but t h ls would b e lost cal 

asnumption 1.p vi ew of r e cently increased B.r1t1sh efforts 

to con1olidate British posi tlon i n Tientsin. 

T•.to. Unconf irmed r e·,orto stn te that T. V. Soong may 

acco .1 >Dl:y Kung to London . If thin is true it would 1ndtco.te 

t hat conversations in Lon1ou on financial mat t ers may bo in 

v iow . 
Three. By ma i l to ?o ipins, Shanghai, Tokyo, London . 

JOHNSO'N 

css 
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March a., 1937 

!o: S.Cretat7 llorpnth&u 

rr .. l Dr. l!urgeu 

'l'roaou.r;y bond prieeo ad....,ced rapidl;r tn the forenoon, c-1 no raA&iJIC 

up to 3/4 of a point. '!he 1114rket re~~c tecl. !rem UUo h1&her ln·el arOillld 

m1d- da;y end quotaUone tended lower tbenatter until the elc.. . !be 

lone 'l'nanr;r bonde Unlobed pnerall;r uncbol:lged to 5/32 b1gber tlwl 

yuterda;r; 111\eJ'IIIedie.te iuu .. obowed p1Do of up to 13/32 1111d the 

ahortest bonda wen aeve ral th1rt;y-aeconda higher. OU&,..,teed be~do 

~1 oaed 1/:!2 to 4/32 be iter than ;reaterda;r. Total aelea of t;cvel'llltlnt 

banda on the board were fairl:r larp at $6, 9'70 ,000. llote marlaot ,.., 

atoad;r to !1m all daJ' and cloaiD& quotations wore al1gbtl7 down fr<a 

their beat hveh. The 1939 t brou&h 1941 hauea f1a1abed gone .. n:r 

l/32 t o 3/'32 higher \bon )'oatenlaf; other •tur1t1oa wore geDeroll:r 

unehaJ16ed. 

Ill tho ble b crad• d.-ouc bend •rlaot W'hieh adVIIICed laot ni ght 

after the board cloa1ng, the low coupoD refund1nc 1a.,..• showed ~ 

tnc CJina of up to 3/4 of a point rele.t1ve to Jleterda;y'• three o'clock 

~~arat. Seeon4 gradaa were abo froctl oD&ll;r batter. Vol,.. atU!Ded 

modaro te proporUoaa iD the cour•• of the aornlac &Dd s-ino 1D both 

bit;h and aeccnd grodea aoaeured up to 1 po1.nt. Pricoa tcded lower 1D 

the afternoon a.D4 aarat eloaed pnerall)' f roeUoD&ll;r better. Pb1t­

delpb1a llectrlc 3 l/2a wen quoted a bove per all da;r an4 were 100 3/~/1 

at the cloae. la8U of $1&,000,000 lf., York Stat<t hondo aatv.ring l to 

52 :r•r• oolcl. aga1Dat b14a at ave...,;e ;rilld b .. h of aboa.t 2.~. 

Pora1po were rather dllll an4 aoetl;r Wlcb•aced. C ..,.d1en aD4 J&pce• 
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boA4a were trectloull7 h1Cher1 I\&llua tract1oull7 lowr. 

llo pu.rchaaea tor TreaauJ7 \oda7. 

• 
GS 
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lor the aecond ~ 110 pu-cbuea nre .. de aa t.ha 

.. rket roaa aba.rpl7 4ur1JIC t.ha eorn1JIC and the 

••1ac ot prlcaa dnr1q the afternoon na 11ot 

autt1c1aDt to ottaat the earlier caiDa. CloalJIC 

prlcea tor Traaaury boDda "" up !rca 1 t o 

16/32114• while TraaaUZJ Dotaa f1D1aba4 unchansad 

to 3/32114• batter. 

-· 67 
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.t BILL 

To aooni an ~ot entitled •.tn Act to oetnblish a 

r eti r eMent aystem for e~loyeoa of currier s subject 

to the Interstate Commerce Act, and tor other purposes, • 

~pproved August 29, 1935• 

Be 1t enacted by the SoMte All4 Hou·,e of Repr esent,.t1vea 

of tho Uni ted Stntes of A!£rica in Congres s nssambled: 

FAR1' I 

Thnt the ACt of A~t 29, 1935, entitled "An Act to 

. strblith a r etireaer.t syatea for employee• of carriers subject 

to the Inter state Co!.llllerce Act, 8nd for other purposes , • be, r<nd 1t 

i s heroby , om~nded to r end as tollowsl 

DEFINITIONS 

Sec. 1. !or the purpoae of this Act -

•l~epi~car co~~. or carrier by rn1lron~. subj ect to Pnrt I of 

tho l nt~rstnt6 Coro:x.rco ACt, nnd n!IY cocpnny 'rhl.ch l>8Y be cllrectly 

or indlroctly owned or controlled thereby or under couuon control 

thorr,o1th, tlnd "h1ch oportLtos nn:r equip~>ont or fl\cilitics or p>r!orno 

nny aorvice (other ihnn trucking oorvico) in connection witn tho 

tr•napor tation of passecgors or pro~erty by r nllrond, or tho recol~t, 

iolivory , olevntlon, trnnsf~r in trnnsit, r otrlcerntlon or icln&, 

r~culvur, t~o;;, or othor lndlrldu:\l or body, judicial or ot h• r ·•iso, 

" hen ln tho poaaeoslon of the property or oporntlng ell. or Mil pnr t 

of tho businoaa of nnJ auch •eoployor• : Prov1~. how~var,fhat tho term 

, 
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hall i 1 • 1' ~=- -:· 
.,., loy.- r • s no~ ne uuo nn:t Gt r e<>t, int·r~rb·,· , or :rub1rohf. 

el• ct rlc r :.llway, unlesu :JUch railway is o~n .. tl :v: ;• :: a t:-"l.rt o!" 

, ,cncrnl stea-railrond oyatem of trMcportnt ion , but shall n'l t 

c•cl·llc nn,y part of tho genertU. a tellll-ralt ro"\d uv:: tllJII of trrmu-

. ortntl~n now or hereafter oper nted by ~~Y othor motive power • 

. i.e rn t cr s t e.t" C""""erco CoamiaGion is hero b .. IIUthor lzed =1 dlr• ctd 

'Jf'"":l roques t o: the Bon:-d or upon c omplaint o ! n.:\Y f.!lrty intcrc:: t.od 

to de termine nfter hearing whether any lin~ operated by alectric 

r or;cr falls within the termo of thla provloo. 'iho term "eo~ployc r" 

•t nll nlao include railrOAd aa•ociotiona, truffle naaocint lonG, 

tr.r iff ~reaus, · demurrnge bureaus, weighing ~nd i nspeetlor. burenuo , 

collection ~cncies nnd otbPr Raaoclat iona . buronua, ngeneies or 

orgonl:atlons controlled nnd maintained wholly or princl~olly by 

two or oore employe r• no hereinbefore defined ~d engAGed In t he 

porfom:.nco of svrv icea in connection 111 th or lncidontP.l to r ail rond 

tr~nsportntion nnd rnllw~ lnbor orgnnlzntiono of umpl oyces, nntlonal 

In scope, an have beon or moy bo organized In nceordonce with the pro-

vlo!ona of the nnllway Lnbor Ac t aa amended, Including their atnt o ~~d 

~ ~lon3l legislative end gonora.l committeco. 

(b) The t erm •omployeo" mer.na "-"'Il poroon in tbe service or 

• 

one or more omployera for compensation and nny por con who 1a 1n tho om-

nloymc-n t rela tion to ont or more employers . ! ho t om "employee" eball 

"\l•o i nclude any o!!icor or official reprecont atl ve of nn organization of 

~rloy~oo other t han n l nbor orgon1zntlon incl uded I n tho t~r.o •ooploycr • 

~·defined 1n Section l(n), who be!ore or n!tcr tho enactment date ~• In 

\ 

tho service of an e~ployer na defined In section l(a), who Ia duly nuthor­

!:ud nnd desi gnated t o ropreaont employee• In accordnnce 111 th the Rnlh:C>,Y 

:~ bor Ac t , 08 81!1endod, nnd. any person who Ia rOfl)ll:u"ly assigned to or re{tUlDJ-

4· ecploycd ~ such officor or of fic ial roprooanta tive 1n connoctlan with 

the duties or bia o!!ico, and wuch eoploy~e• e re ho~elon!tor aoaetiooo 

Cnllod ·~ployce ropreaontntlvea. • Regraded Uclassified
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(e) A per1oo il in the aerYteo of an employer wherever hie 1orvie e 

Ia r endered 1f be 1a subject to the continuing eutbor1 ty of the employ11r to 

lllF•'T'Ilao And direct the ll&nne r of rendi t1oo of biB service, 'llhlch 1e rvice be 

r t..,Jero for compe..,aat ion: Prov1dod, howeTer, Tb&t a person shall be d e""'cd to 

be In the se rvice of an •ployer not cooduct1Jl« the pr incipal part of 1 te 

buo!~••• ln the L~ited Statol only when be ia raodering service to it in tho 

l'nlted st .. t es . 

(d ) A person ia in the employment r ol e tioo to an employer if ho 

II on furlough, subject to call f or oervice w1th1n or outside tho \Tnltod Stetoa 

end ronlly end 111'1ll1Jl« to aerve, or on leaTe of abacnco, or abaent on a ccount of 

alclcnou or d1aabllit7: all in accordance with t he e a t.t<bllshod rulee M d pre~ 

tlcoo In effect on the employer: Provided , however , Tb&t a pe raon ia no t on 

tho on~ctment date In the employm~nt relation to an employe r not conducting the 

pr lncipnl pnrt of lta buaine1a in the Unl tod Stetoa unleae, during t ho laot 
' 

r:~-vroll period in which ho rendered aerYtce to it prior to the enactment dato, 

he did not r ender aarYtco to it outaido tho United State• : And ProTid!!d, 

l'Jr thor , Tbnt a poraon ia not, on the date ho b-e eligible to raceiTo N1 

n.~r.ui ty under this Act, in the .-ploy~~ent relation to an eaployor not e ronduc t>-

lor, tho principal port of ita buaineaa in t ho UDitod Sta t e• unleaa, during the 

l nat ~roll period in which ho rendered 1ervic e to 1t p,ior to thAt dato, 

he did not r ender aervieo to i t outei~o the United Stat al. 

(e) 'l!lo t ono •uni teot Statoa, • whCIIl u aed 1n a g_.-3Ph1eal aonao, 

c:eo.r.a tho ·states , Alallca, Bllwali, 11114 the Diatr1c t of ColUIIbiAo 

' 70 

( t ) 'nle teN ·~eara ot aornco• ahall ••em \loa -bor of ,..ra a 

r c roon 01 an .-PlG!rH hc\l rOD4orod .. rYtco to one or •ore •ploycra for c•p111a .... 

tlon or recoi•ecl -a•• tor U•• loet , ca.pltad, ill acoo~e eitb tho pi'OYUl_. 

of Sec tion 3 ( '11)1 P£rl4e4, IMrn!!l':-'fllllt •u• .....So• prior to ~· -••• 
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. r.cludcd in tho COt!!11ltntion " f yuora o f o..rvi c c r.a provided in 

... ,,_,".' alon l of Suction 3(b), i.t may bo incl·.,cl.c<i na to oervic~ rondorecl. to 

su bj uct to t n is ,\ct on t ho unnctt.lont dnto , irro•~·ective of \1hcthor 

tf
1
o t i a o ~uch ao rv .l.co m~a ron<icr od t he eL'I)Jlo:: or \'tn8 nn om}tloy or n a dof1nod 

;uct lo~ l(n) . Tnolvo cnlondar month o , c on1ocutivo or oth or l1ia e , in onch 

·~.len :m ""ployue h na rcndorod auch eorvico or rocohud auch .:nga1 for 

loot aunll cons t itute n yeru- of sert1co . An u l tionte f r :u:tion of oh 

• .-- · ··· or :~oro ohall bo trucen na one yonr. An u ltio l\te frncti on of l ou t h M 

lhnll bo tnlcen nt ita nctunl vnluo . 

( I'll ~o toro "ll!lnuity" menno n month l y oWD wt. ic.'l ie pr,ynt-le on 

~v of ench cnlondnr conth for tho nccrunl durinc t ho pr eeedin& 

~:onth . 

(b) Tho t orm "canp ena nt1on 11 <&Mill :,ny fdrr.> of money r ocunerntion 

n pore on for eorvicee r endorod na M t~Cployeo to one or aer o ccplo\·ore. 

!"or timo lost n a nn ecpl oye o but "1\(;ea for t1co loa t oh:Ul be d.eccod 

i n th6 c oDth in •mich auch tice h loot , 

(1 ) Tho t oro •11onrd• aean1 tbo W\ilron4 Reti r ment 11onrd. 

( J ) Tho t em nennctcent d.tlt e • cOMa t h e 29t h day of ......,.t, 1935· 

..U:t;tll TU:S 

Soc , i!(n) The follo\dft€-cl.ul cri bod p eraoDa , i f t h q llhnll hnvo 

'"'~loyo oa on or ntt or the ennotcent dAt e, abllll be eligible for MIJUitha 

~r.oy lhnll hl\ft oauod. to ~ i n re&lllM l:ftintl>.l ecpl~ent IID4 rol1n..,~abe4 

to H tun to cplQTC' •enloe, l1'1'811pMtlft o ! lllbea tb117 abal l h a ve 

Ndll ~--. -.p\ til» the Nqlllr••' or rellaqllielmcnt or r i "''­

qlsier ..moe ..U aot ~ .. the ~~-- a.-.i_. ia w "b-
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1 . Penona who on or att.r the -~t .sate ..U. 'lie 

sixty- five years or nee or over . 

2 . Pe raona who on o r ntter the enact•nt d#te eMU. be 

sixty yeore of age or over ond either ~e c~leted tbi .. F 

years or eerri ce or have be coae t • t ally end pe~ntl:r 

dieobled f or regulnr gai nful employaent, but t he ADDUitF 

or aueh o. pen on eho1l t:e roduced ot tho rote e f o­

!ifteonth for eoc!l yo:!.!' ar conthly frt>ction theNof that he 

h Wld6r age etxt:r-f1Ye when hie annuity begin• t o occr .... 

} • P•JrBOna who on t'r nfter t ho OIIACt""'nt dote &rO t o\&11.7 

r.nd ponoru~entl.v disr.bled f or re,;JJ.nr l!l'in1'JJ. ocpl07Jiont 

~nd hove completed thirty yonra or sorvice. SUch ao.t ie­

fc.c tory proof of t he pormt'.nont totnl diati~ilHy ond of 

tho contin\4~co of such disnbility ·~til O&e sixty-five 

ohnll bo o.~o from time t o timo os mn¥ ~e proscri bed by 

tho Bonrd. If tho penon f c ils t o comply with the re-

CI-..1 re;oont a proacri\od by t ho Bo~.rd na h proof of tho 

d1ar:b1lit)· or t ho conttn·J.ru\CO of the dill<lbility =til 

ago eixt:y-f1vc, hie ritht to o.n nnn:.Uty \Uldor th1a .. ~ 

division by re~aon of s~ diaobility shell , except f or 

good er:~ao shown to tho Boord, cenee, ~~t wi thoat pro­

Jadice to h i o righto undor subdivision 1 or 2 of thi s 

aubooetion. If , p r ior to otto1n1nc ega a1xt;r-fivo , aueh 

o poraon roeovera o.od is no loncer d1ac.bl ed for regula r 

l!l'i n!Ul cplo)'llon t , bio onnuity ~1 oeoae 11p0n t he loot 

doY of tho aontb i n which ho eo reeoY8n o.od i f nrter ~ch 

roeovcry the poraon 1e ,;rr.ntod an onnuity =dar .ubdirtaion 

1 ~r 2 ef thia wrJbaootlon, the oaoant of aueh ~.Uty ~1 
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be rod:lood on an act uarial b nde to be dDtomlnod by the 

Boo.rd eo a a to compenante t or tho onnuity p reYicual;y re­

eolnd UDder thh oubd1v1aion. 

(b) An anua1t;y ahr.ll begin \ o aocruo r.a of o dcte t o be 

opoc!f1od i nn written application to be a ignod by tho paraon ent1\lod 

thoroto, and approYOd loy tho Bonrd, which dr.\e ahnll not be 110ro t han 

a!xty dayo bef ore the filing of \he oppli®tion. 

• COWPUTA!I'IOII OP Alllii.JITUS 

Sec. 3 ( a) . 'l'ho anrrJ.ity ahru.l be eomp"J.tod by DIUltiplyiJI& n 

peroont o •yo~ro of cerT1eo• loy tho follov in& poroontagee of hie 

•conthly compenont1on•t 2 por centum of tho firat $501 1~ per centum 

of tho r.oxt ~100: nnd 1 por eont·..m of tho next $150. 

co follor.ot 

(b) Tho •yor.rs of oervi ce • of n p c reon ahnll be do\orm1nad 

( 1 ) I n the ease of n pers01: who "na on e .. plo;~ee on \he 

oMctmant dnte and on t he dt:te he baCCJ>O eligible t o r oee1Yo 

nn annuity under t hle Act, and ru.ao i n tho c:>ce of a poraon 

who wc a "" employee on t ho ennct nent dr.te , \"J.t prier t o tho 

dnte ho boen~~e eligible t o receive an cnnuity under t hi a 

Ac t hnd ceased active aervico for nn eaployer be~"•• ot n 

pormnnent ph,ylll. col or ment n l d1 1K\b1l1 ty, the yocra of 

aorv1ce ahru.l t neludD all h1a eorvice wbaoquent t • 

Doooaber 31, 1936, and 1t t ho totC'.l nUilber ot .uch y.c.re 1e 

lou \hnn thirly, then tho yer.re of eordeo ehc1l oleo 

1ncluclol hie .. ntce prior to J anU4J'Y 1, 1937, but not eo oo 

\ o ~ hie total yer.re of en"l'1ce exceed thirlyt 
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Provided , however , That if any ouch peraon waa not on the 

enACtment date an emp1o~ee of an employer conducting tho 

principal part of ita bua1neao in the United Statee, hie 

"year• of aervice" ahall include only wch proportion or 

hie service prior to the enactment date aa hia tot al 

compensdtion (including compenaa t1on in any month in oxceea 

of $}00) for aervic<'a rendered anywhere to "" employer con­

ductin& the principal part or ita bua1neaa within the United 

Statoa or r endered in the Uni ted States to ~other employer 

aa defined in Section 1 (a) boara to hie total compensation 

(including componaation in any aonth in excoso or $}00) 

for service• rendered to ano or aoro employer• on or after 

Jcrnll\ey 1, 1937, both vith1n ..nd ou.taide the United Sta te•• 

(2) In all other caoea, . tho 7aara of eorrlce ahal1 tnclu4e 

only the aerrlce wbaequent to DeCember 31, 1936. 

(3) ihen the yeare of aervica inclllie onl7 part of the 

oervice prior to JazruarT 1 , 1937, the part ao incl uded 

ahall be ~en in reverae order bectnn1nc witll the lut 

calendar 11011 th of web aarvic eo · 

(~) In u ' oaee, ,8ball the 7Mr' ot .. rvtoe incl'lllle OfT 

aerrlce ren4ered attar .rua. )0, 1937, 'IIJ' • par- 'IIIIo U 

alxt.7'-fl •• 7eer- of • or over. 
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(c) Tho •conthl~ componaation1 ahnl1 bo the ovorr~o of tho oonthlT 

eoaponnntion oc-rnod b~ nn omp1oyoo, oxeopt ( 1) thc.t with respect to oorviee 

pri or to JnnunrJ 1 , 1937, tho monthly eoapenention ah.ol1 be tho nvornce of t he 

aonthl~ coopo:t® tion et~n~od b;y on cop1o:yoe in cnlendar 1:10ntho i fte1uded i n hh 

yo.•ro of oorviee in tho ;yeo.rs 192li-1931, nnd (2) that vhoro service i n the 

peri od 1924-19 31 ia i nwu!!ie1ont to COftatituto n !nir and oquitoblo boaia f or 

dotom1ning tho nonthly coapenoation for oerviea prior to Janunr;y 1 , 1937, 

tho Bonrd tlcy doterDina the uonthly eooponaation !or euoh aurv1ee i n 11\lCh 

nnnnor oo i n its Ju~8ftt ohnl l bo Just o.nd otq.u1 tnblo, If the ODplo;yoo ocrnod 

co:.~ponsntlon nf"ter JUne 30, 1937, and nfto r t h o l o.at dn;y of the nonth i n which 

ho ntt:Uned ago aixtl"'"fivo, euoh eccponeotlon ahcll bo d!a.rognrded 1! the 

roault of tdc 1ng auch oocponootlon i nto oeeo-mt would be to diDinhh hh 

onnul t~, In eocputing t he nonthly eocponootion, no port of on)" oontht • 

eorrponontlon In axeooo of $300 ahnll be roec;nt•od. 

(d) 'l'ho onnutt~ of on ocpleyoo repreaant ntlvo ahnll bo detominod 

i n tho aa.oo oonner ond w1 tb tho enoe effect no lf t he OI:Ip1o;yoo or;;nnlontion 

lrJ ahi eh he 1a ecplo;yod ,.re o.n ecplo;yer na dnfinod 1n Se cti on 1 ( o) o f 

t h1o Act, 

( e) If tho peroon wna em ocplo:v-o won ~ ottnined ~ olxt,.-fln 

lllld h.o.a cocp1otod twen\;r ;rooro of aorvt ... , tM c .iniJ:ND cnnul.t;y po:rob1e t o 

hi e sbnl1 be $lie> per oontba Prort44!4. honru. \hnt 1t the non\hl7 oollpODootion 

on 'lhloh hb Glllllllt;r 1a 11Me4 la lMa tblm t,O. hh aamu1t7 ahnl1 be 80 

percent of ftch non\hlT 0' 1 auotiODo u 11t that U .. ch PO percent h leu 

75 
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(i' ) .:.n "-"'':uit;t a:1<1ll n~t b~ p:ud in r~spcct of ' '-"l¥ 

e:>l ondM cont h during a ;11ch un M:l'.litMt cng.goci in r ..:;;ul:>r t;:'h.­

t'~l or.~plo)'l:lcn \ . 

( &) .Anmli t y pO<f!:!cnto d·~~ n P"t"BM but n<-t ;;~t o:> ld :tt 

do:>.t h oh:>ll be paid t o :>. surv!vins opcr~a.: 1! or.1e!> •::=•~ 1u ontitl~..l 

t o n.n n,n."''U1t.y under an cloc-:1<"~ ~o f"'!rS"~nt •: the pro\· ia!or.s o! 

Section 4 ot" thic :.Ct: ot !'Lorniac, t.l~ a!\.."\l l b<' p:>!i t o t he s.-.:::o 

<Creon or poraons oho ca:t bo entitl ed t~ r oco1vo r~ Jo~t~ >cnoiit 

t:ll\t r:~ be p!i:fllblo u.."ldor t :lo p r.-vioio.a <'f s~c tio:: 5 :.i' t :,io .:.Ct. 

(h ) tlo =it;- a:·o.ll 1\C:I".l~ i :1 r eopc: t o:· t !'L" c:>.l o::d!\r 

r.~or. th in which un an.'lui=.t diuo . 

(1 ) ~!tor U:'l. a.n:!u i. t :-· h:l.G oc.;.1:. t o .:-.c: r .J.c, it s:r·.l l n~ t 

bo aubjoct t o r OCm:l?Ut :Lticn 0:1 cccf"Unt of a ~rv ice rc:tder~'i t :lcr\l­

ni't cr t o an c:.:ployer , uxcop t na pr ovided !:: S'~b:i!.•t!sion j <'f Soc tl<'n 

be pu14 such vnluo in a l w: p S'J.O . 

J OI::T Alnl $URVIVCR ,\;~:UITY 

Soc. 4. A. pcraon t11looo nnnuit:t h<la not bcgm to nccruo 

r-.ey eloet prior to Jnnu.ney l, 1938, or o.t l oca t five ;·~,ro bofe r o 

tho <Into on r.:>i c.l :Ua =n\lity bocina to 11ecruo, or u;><>!\ !urniahinjl 

p r oof e f h:><ll C1 antis! actor-; t o t ho Board, t o h!wo ~c v"luc o! hh 

ennui t y appl y t o tho pa.yt>Cnt of n r.xtucad. arur..1.1t;· t o hb d'u-L"IG lito 

Mel 1\11 QAnUi t;y aftor hi a dootb, t Q bia apCNSO d•..ring l ifo cqunl to, 

or aeventy-!1 ve per centu<l ef, or f i fty per contua of, auC:1 roducad. 
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c~":~.·~\.!. :~ ct·.U\rio.l v:tl-.:o ru; c!ctc:-~ ln~d by t ho Bo"\rd. s~"\ll Cc t !:e IMO 

., o:.-,l '' Ct'.l/\rl"\1 v:-U:.1..., o~ the ai:h~lc 11f t.:' Mnulty to w:""..1C:1 t ?-.c t="Or Gon. 

t~o l .i ot~tor.tiao 't~ cntitl od . 5u ch ol oc t i o:t ch-"\ll ~c 1rr":voc ... Cl\l , oxco-t 

. , . ! • sh:\ll b\lCOnO 1ll0!'..1r ."\t1 \ ' ..! , if tht' r<' r aon or tZ:'Il Bj:O'"J.C: C. t~ e 

:'o r . t ·~ ... "\.n.nuity b""t;in~ t o "\CC I"'-." or ~t t b,) :'"racn• n :"'4'\rrircc 1a 

- .. ~:.ol\"~J. .;,r i f t 1~ c-crzc.1 is {T~":. t ,:l ..... . "'\n:'\'.lit;y ~Ul!i~r $:J.~ii,· 1a1o:'l 

.,:~ S ctton :c,· : !"' :ro ·:i!..: d , ~.or:\ ... • .. :-, t!:"\• t ~o rc:-ao~ ~~- . if !:!s 

~~:-:- t."~'" .. <: d.ioucl\'"":! :.:fer ... ::: ... i.--h h!e v.nuit7 t~7l=-tco to nccr .;o , 

'r • !' r.t..: '\:t.~·.u. ty ::.tti ... r ~ .. :::-ii v! s!o:t ~ 3i of Sect ion :~ ,~ c ..:· :: ... s '::'~c."l::.uo 

.. . l":t llo6n ~<" :--::-:.k~ t~ .... !".._ .._.·..:.J..:.·1Ji l"C('Ii. .. of i1D:\'!:-1ltt;.· , .J·~:~ ... new 

'\d:··! on U."\,l... r t}h.~ co!"'.d. .. !:~i,:)ns ~t .,t, ~ i!"'l t;;~" f irP. t .:...::~t :,c \3 of ~hi!l 

r .. :r .!~!en . l'n..: n."'Ln'.lit:r o: .. "" t~ro·:.!h.' ·~\!wr ~:...:e aub.J .. :"c • io.t si1.."1:i.l t: .. J;;,n 

.... · c :r"~\' 0'1 the fir&t i .... ~. C~!' t:~ ... e · l ~.n.i •· -~.,nt:-:.1:1 H:_ae:: ~; ....... !.:· · :.~ 

.. : .. • .... • : \:or eon O CC"'\ll"A. 

("'.) If ': !to d.i:CIJ"" s.::i 1• not. ~urviv .. J. ":y '\ uid.on or n-i.!or.~,.r 

77 

Hho iu c:'lti~l ... ! to "\~ "'.o"l.'lULt:t unJ.c r '"' .. "\ .:-1\!c:io'~ "=~ ... d \1 · ·~ro'.l'\n~ 

to th., 't't'O\' iciona of Se c . U of thin .\Ct , t::e r o .... :~..,11 'b:: ~ ... 1<1 .. o 

sa ch :-o rao:'l o r r~:-so~:o "".G th-. doc~· .. ~ ~ ... :_ .., .. : . : ... ,·o d...;.l\iGI"\"'~'4 

b:' r. vr1:1:~ fil.. i t:lti~ t ::-.) llot'rd :- rtor to r..1 ::. d..!"\~ h , cr 

1:f' thoroJ 't..: no .,!.., 3i.:::v" t !0~ 1 t o t :11J lGC"'~ r .._:-r~rc~t~ lvo Of 

• 
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t:l~ doccaaod, the ar.aul'>t, 1! nny, b)- \7!\ l e.'> f O".u- por cen tut1 of t ;10 nc­

u.,.'-iP~ O cocponao.tion earned b,· t:>o doco~s.:d nttor Decwbor 31, 1936, 

o:.coodo t he suo of the total of t :1e a nnu it;r pey;-,onto nctu.-.ll :r cndo 

t o ~ho doconsed plus tho totnl of t ho u.nnuit:r poo-'t:lonta duo tho doconaod 

but not ;rot pn1d at death. If t hG poraon or persons deoignntcd to ro­

coivo tho donth benefit do not ourvivo the doconood , the denth benefit 

s:ll'.ll be paid to t he legal ropreson~tivo of the docc:>sod. 

(b ) If t ho dceensod i s .urvivod by n n ido~ or nidoner aho io 

en t i tled ~o on onnul.ty u.'>dor lUI oloetion o:>de purtiWlnt to t :>e pro­

\•lalona of Section 4, t hor o shall, on t h o deo.th of tho widot: or 1f1d<'t:or, 

be paid t o such person ns the docoooed ODII huve dcsicn:>ted by a m-1t1nc; 

i'!lod nith t ho :Boord p rior to his doath, or if t here be no dosignntlon, 

t o t ho logo.l r oprcaonto.t ivo of tho doconaod, tho acaunt, if any, 'b'J 

r~hl ch four per cent= of t he n&:;rogato Cor.lPonant ion onrnod lU tho do­

ccaood a!tor Doca;Jbcr Jl, 1936, excooda t h e auu of the totu.l of t ho 

:•.nst:l ty pa;rconts o.ctuall)' cndo t o t..'to docOilaed plus the total of tho 

~~.,u1t¥ p&¥DOnta nc~~ly cade t o t ho Gido" or v idovcr under an oloetion 

"'"""" pu.rcuant •o t ho pr.,...hiona of Section 4 ot tllia Jt>t and under 

t..~ provioiona of Section 3(&) of this Act pl u • t ho total ot t~ ~ 

11uit:r pa;rconta due the nidon or ,;idower but not :rot paid at donth. It 

tho p oraon or per sona doa119'Ato4 \ o rocoivo t ho donth benefit do not 

.urvivo t :>e wido" or .,1doftr, t ho dooth bonetit ahDll bo po.id to tho 

loaal roproaonta\ ive of the doceaoed. 

In ~\inC C.e ~F'• 001'11-uon t or tho pllJ'PMO ot 

t !\io aaetion, no part ot OZJif DODt!>'• -.rniftC'I 1n oxco .. of t J OO al\1111 

be r eooplsed. 

I 
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:z s:: .. j rc rs..=\~::s c:: : =::s:c:: c~ c;:\.\:·; t:l' : . .:L:s : : ::.:?:.c~~ 

S~e . G. 3Cbi~~!nb July 1, 1937, ~~ch ~~ ~ oo~ the~~~ the 

~.,: .... ~ or a;rn t.u1 ty roll of nn tn:ployt' r , ni'.o ~A• Cl:'l s-.: .:!: roll o:t MAr ch 1 , 

1''7, ... !".d \Tho \: ... e ~ot. eli.g i bl ..: '!'or nn nnnutt;t ur.dC"r s ~ct.it)n 2 o! thla ~c t. 

~"· ti:• onnct::>cnt dnte, st.nll be p.'lid on ,lul;r l, 1937, r.!'.d on th~ H rot dn;r 

o:' r h C"\lc nd"l. r :tonth tb~ren!t. or dur!n~ h1e l 1fc 1:; ec.bstitut1nr. t'or the 

r~. .• H'·~ f r :'\...'"'lt cd t.o h1:1 by t.ba ~ploy,-. r ~1 ttou t dlcl:'l"J. tlon by :-cNto:. 

G; ~ ,., :i· r :. l reduc t ion or r cndJuetaent al\de aubaoouc-~t to JP-"'\Ul\ry 1 , 1031, 

r_ ... d '\H l1CI\ble to penslo!lt'rB or the l!!:lploye r: Prov1:1cl , ho<1ever, 7hn t 

~o ·'"~olon pcynble under t hio •~e>tlon ahall exceed $12C' nonthi.Jr nnd t hnt 

"" pcn olon ahnll be po id 1n r oopoe>t of nny onlondcr co~tb duri!l6 which n 

J>C:ls l on~r ongl\gea i n r egulnr gt~inf'ul ooploy::>~nt .and: l'rovlded , furthc r , 

thr•t no reroon on the pension or e rntulty roll o:· M cnplo;<er not c<>n-

d\lctinc t ho pr incipal ,art of ita b'J.olnooo ln the United States oi'l>ll 

h : t~ ld a. -onoion under t hin oecU on unle.., ln t h o J>:do'ent of t he llol\l'd 

i.e ua o, on lilrch 1 , 19}7, carr i e d. on t h o ponolon or .:;rat ui ty roll n• n 

·~< tod Stntoo porloioner. };o ~raoo •hall be entitled to receive both a 

1 or1vlon un:lor t hia ooctiO<I and an annuity under Section 2 of t his Act. 

Sec. 7. Nothinc in t.h i• Act •hall bo taken •• reotrict lnc 

or dlocour ncing ~nt by eaplo:,ot!ro to retired C"'J'lo;reen of ron•lono or 

,·,·ntu1t1ao in addition t o the annu1tieo or penalono paid to ouch Bl:lployeeo 

undor t ilio Act, nor shall the Act b8 tAken a• h l'lDinnting ODY tru•t hor•t o­

fore areate4 tor t he ~nt ot .aab ponoiona or cratuitioo. 
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08BCWSlVDESS 07 111ro.1 OF CXIG'EirSATICI AllD CF 
F.UWU TO llAD Rl'l\'111 OF CCIIP£l!S.lTICII 

Sec,l,(a) Returna ot coapaoaatiCIIl required 'by tblt BO&nl to 

bo fll«l wlth it ahall be under oath &D4 ebal1 be concluein eo t o the 

llf.I('U!I: of eoapenaatlon earned b7 a penon 4urinc a particular cl\leodft.r oonth 

""d the f ftc t that no return wao nede ot the coopenoation cWoed to be 

er= «l by a peroon 4u.rinc a partlcu1ar calendar oonth aball be taken aa 

cMolua1ve that no OODpenoatlon 'llfta earned 'by thot ,peraon i!urin4 that oonth, 

~·•• the e rror l n the aaount ot eocpenaation returned, in the one case, or 

tn the f111lure to cake return of the coapanoation, in the other caae, 11 

eall od tn the attention ot the Boord within roo.r ye&U'a a!tor the laat date 

on clll ch return of t he coapanaatlon waa requlrfld to 'bo Dl'de . 

(b) The Board lhnll adopt INCh ruloo Md r e;;ullltlODI in 

eonnoctlnn with i\o roqulreaent of r eturn• or coopcneation as , in lto 

Jw4~cnt, ~BY be necoooary and proper to pr event the application or wb-

soctlnn { a) of thlo aec t ion froc defeating the purpote nf this Act , 

RECC'VERY OF !:RB:lllEOlJS PAYiomiTS 

Sec, 9. There ohllll bo no recovery of pnyaento o f annu.Hteo, 

dea th benotita nr penaione troo any peraon who , in tho j udgoont of the B~rd, 

ts " lthout fnult Md where, ln the judgoent of the Bo.u-d, such recovery 

would defeat tho purpoae of t he banefita othereiae authorized or woUld be 

111;o.ine t equ1 t7 Md good eonaclenee, llo dhburaing o!!icer ehnll be held 

llr.ble rcr an7 II.OOUilt paid 'by hlo to any p.roo" wboro the recovery of such 

II.'JOUnt 11 waived under tbia aectlon. 

sac. lO.{a) Thera ia here'b)' eatabliahod a• an indepwodent &£01107 
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In t ho oxaeutha llruoh of tiM Ooftl"'laea\ a llallro.d bUNMIIt Board, 

16)59-lL 

to be , 
coo?o•~d or t hree -llere ~lllte4 'b7 \he Preelda11t , '117 ud vHh \he ..t•loe 

and conaont or the Senah. Eaeh ••ller ahall hold offloe tor a tara of f'1n 

yGIU' O, e x'!ept that an::r ... a'ber c.ppolnted t o till a Yacuey oocurriiiC prior to 

the expiration or \he ta ra for vhleb bh pre4aeeaaor ... appointed aholl ..... op­

polnt ed. tor the remal llder of the ter"ll an4 the teraa of oftloe of \he • a:'bera !trot 

tak!n~ office after t ha dat e of enactment of t hia Act ahall expire, ae daa ignatad 

by t hu Preoldent , one at t he end of two yeara, one at t he end of three )'Ot>rl , and 

one a t the end or four yoara , after t he date of anacta:~nt of thia Act . One 

uab.tr shall 'be appointed frOID recomme11datiOII& made '117 repreoontattna of t he 

employees and one member ahall 'be llppOI"'ted frO<! rdcomcendationa oac!.e 'by reore­

••n to t l veo of carriere 'by rc.il road au'bject t o thie Act, In 'both ea aea oa t he 

Free ld•nt ahall direct, eo ae to provide rep~eentntlon on t hu Board entlefae tor y 

to tho lur&oet ~~~~bar , reapectiv~)y, of employoea and enrriera coneorn~d. Ono 

momb•r, wh o ahalt bo t he chnimllll of tho Bonrd, ehall be nppolnted Initially, 

for " t~rm or two yeare without Nco ... enc!.ntion by at t hor cnrrlere or ecployeu 

and ahnll not 'be in t ho employment of or 'be pecuniarily or otbanr1eo l nt o re eted 

In~ uaploy~r or or&nnlz~tlon ot ompl~••• · Vncnnclea In the Bonrd aholl 

no t 1mpt\l r the power& nor 1\ffact the dutiee or the 'BOI>rc!. nor of the r ooo.lninc 

rn<mb• ra of the Ponrd of whom n mnjority of thoao· in office ahnll oonatltut a c 

quorum for t he tranaactlon of bueineas. Zech of aald membero ohall race!•• a 
• 

oalery of ~10 .000 per year, to&&ther wl t h nece u ary travelln& expen••• and 

•~bo! otence e xpenaea, or pe r diem allowance in l1e11 the reof, while aw~ tro.o n.e 

rr• oeloal off ice of t he Board on dutlea required 'by thi e Act. 

DUTil:S 

( b ) 1. 'l'he &oarc!. ahall have and exarolae all the duttwo and 

'J>Owere neceeaary to ad.=lnloter t hl a Act. ~c ;!oard 1}-.1\ll t llke 

III1Ch atepe ae flJIIJ:/ be neceeaary t o enforce t hls Act and u.ke 
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11
.- ril s r.nd cartU'y ~nta. Dacia\ one by the Board upon \a sue a of l aw 

&nd rac t rel ating to applications for annuities or death benefits shall 

not be wbJect to review by any other adminiatrati.,. or accountint: 

o!rie•r, agent or elllj)lo;yee of the \lni ted Statea. 

2. The Boord shall from time to time certify to the Secretur;y 

or tho Tr•• •ury the name and &ddreao of each peraon entitled to recalvo 

e pa}'!!Wnt under thla Act, tho nmount of woh pn;yment, and t he tlmo c t which 

It ahauld be made, and the Secretary of t he Trenaury throuD> the Div i tlon 

or Diaburoe:nenta of the Treasury Dapartl08nt, and prior to audit by t he 

General Accounting Office. shall make p~ment i n accordance with the 

eorti!lcation by t he Board. 

3. The Board ahall eatabllah and promulga t.e ruloo and ret;Ula.- . 

tlono to provide for the DdJuatment of all controve rair~ mat ters arising 

ln the udminiatrntion of thla Act, wlth powor oa n Bonrd or through any 

member or deaignnted subordinate thereof, to require and coorpal the nt­

t ondr.nce of wltnoaaoa, admlniatar oatha , t oke teatlmQn7, and cnke all 

neceuary inveetlgatlona in any matter inYolving annultiea or other~­

:.enta, and shall -1ntaln 11110b offlcee, pronde ~ch equip~DSnt , turnial>­

lnga , w ppllea , Mnlcee , and taollitiee, and eepl07 web peraone ud 

provide for their ooorpan-tlon and eq>enMa a o ~be neceae&r7 to t he 

proper diacharp of ita tw>otlona . 'l'he Board eball haYe power \ O eepl07, 

ttlthout rep.rd to t he p r o.-l eione of the ciYl l-• n l oe l P, auch ~l..,..ee 

attornaye aD4 epeoial e~rta aa u:t be neo .. aary tor the proper diaoharp 

of ita dutl .. an4, wuhou\ repl'4 t o \bit pro.-UI.ODa ot t.be Olueltl.oatloa 

J.c t o f 192} , aa - na-4, to pronb tor their o-r on•tl• an4 e:qi8D••· 

.Ul rul .. , replaUoae or belal.oae fill \bit Mar4 ellall NqUI.re t he llppHYal 

of at l eu\ ... ...-• ...,, u ,....nw R •Wlnal.• ll ot thll ~ 

HOtlOD f 0 tlitr .-11 1le ........ ,•~·ltfl,.. 
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( 
o!.r.ll bo r. p· .. ibl1c record, Notieo of o docia1on of tho :So::rd, or of o.n 

~~ployoe thureo! , ahnll be corur~~tod to the nppl1cnnt i n ar1t1ng 

·.:1 ~h ln thi r ty dnye nftor aueh doc1a1on shall have boon tll\do , Tho Soard 

srr.ll gather , lceep , COttpilo , nnd pabl1ah ln connnien t foro ouch recorda 

""'d dntn na Dl'.J be necoasory to assure prope r rul:>ln1atrat1on of the 

,\ct . ~he Boord lll'.r.ll hllve po.:er to require all e::ployera o.nd e"J)loyoos 

nnd or~ officer , b~ord, ooQD!aaion, or other o~ency of the United Stat es 

to l\l.rni oh e".lch 1nforuotion nnd recorda aa ahall be neceaoory for tho 

ndniniatrntion of thh Act , The eevor nl d1atr 1e t co-=te of tho United 

St otea nnd the District Court of the United Stotee for t he District 

• f Col=bi c. sh.all hove jur1ad1c t1on -apon suit by tho .Boord t o eonpol 

obedience to any order of the .Board i aauod p·=r~t to thia aection, 

The orders , <.Ti ta and proceasea of the Distriot eo·=t of the United 

Stntoa f o r tho piatriot of Col=bl o in ouch su1to cny r~ nnd bo 

oervod cny'Ohere in t be Uni tod stotea. Tho .Boord shllll onko "'' onnu..'\l 

report to the Proai~nt of t he United Stotea to be .ubDitted t o 

Co:16I'eaa. 'fitnessoa WDDOnad ._eforo t he .BN>rd ehllll be poid tho """"' 

!eo a and ::~iloo.,;;o that ore poid vi tneaaea in the court• of the Uni tod 

Stntea. 

4. The .Bonrd ia out bor b ed to U leFte t o ~ of ita -

plo;yHs t he ponr to oaa .. aLuone on QPPliDAtlone f or IUIDU1t lu or 

donth beneflta 1n acoonl.anoe rlt h Nlee ond r e&\114tlone preeeribed lr,r 

tho .Bocr41 Ptoyi4e4· bppntr. tbot 011¥ poreoa CIIIP'l.n4 lr,r o uohioa 

eo coda ahAll boft t be riall\ \o •11 n• to tM ~ 

• 
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,-:1111~ "J.prop r1nto r ol1ot OD an ~~ppl1cat1on by an 111pl07ee or other penon 

~'I' loved in or to the dhtr1ct court or an.y dhtric t Clere1n the Board 

ca.v t avo eatabl iahed an o!Uce , t o COIIIpel the Board to aet ae ide an action or 

4ecltion c lal.ned to be in violation or a legal riP,t of the applicant , or to 

til<• action , o r to 11ake a dec h ion neceuary for the entor c•ant of a legal 

ri,)lt of the applicant . The decia1on or the Board upon ~ application for atll'll.l1t:r, 

punalo:-.. or death benefit aho.ll not be aubJect to review t).· aey colll't unloao 

.-~It i t cQilllllenced within one year after the dec1 a1on haa been entered U)>On the 

rtcord t of the 3oard and COIUIUnicated to the aprl1can t , and in any ouch auit , 

t~e ~i~'inu-a of the Ro:-.rd ae to fncta, unleta contrary t o the weicht ot t he 

•vid.:-.ce , anall be oindin& upon the court. m e Juriodiction herein • vocifically 

conferred U!JOD the Foderal co-.>rta shall not be hold oxcluaivo of any Jurildiction 

othcrwiao poaaoaacd by ouch courts to ~ntortnin "ctions a t low or ouit t in 

·~•i~y in aid of t ho enfor cement of riPT.t a or O Jli~otione nriaing undor tho 

pro· .. iaion• of thia .;..ct. 

~:1o:~ 

Sec. 12 . No annui ty or pension p~~ont ahnll be ~••ifl\&blo or bo 

e IJ CCt to any tnx or to t'\rn1ahoent, nttn.chmon t , or otter l \Jt.;.nl procoaa undor 

>m;t oi rC'.•.-utancoa uhotaoovor, nor aholl tho puymont t hur oof oo anticipl\tod . 

sec. lJ. ;.ny o!fleor or agent ot M =! loycr, as t~10 uor.J 

"'\\::1 loyur" la hcroinbof'oro doflnod , o r nn.,v ocployotJ r'ct 1nr i n h i a OYm 

bchnlf, or on.y pe:aon ,,heth e.r or not o: t.h • e.~arnctor bercinboforc d.e-

~:oo.;. , wo ahall villtully f'nil or refuse to llllko 1\1\;f r er ort or t\:rniah 

eo:~: i n!onont1on required by the BoArd l n t h o ndll1n1Atrat1on of t hla 
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.&ct, or who ahall lalowtacl7 ..U or caaaa \o be ...Sa erq !alae or 

qulred to be aada !or \be Jl'li'JlO .. or thh Aot, or eo eball lalow1ftC17 

m~e or aiel. i11 aald."C erq !alae or t'NIId.ul•t atat•e11t or olal• tor tba 

JlUI'J'OGe o! eauaiDC all at!IU'4 or Jl&l'lleDt UDder t hh J.et, aball be p&~~1at..4 

by n f1lle ot' 110t la .. thAD $100 110r 80ra tbal'l $10,000 or b7 taprl._oot 

oot e xceecl.lJIC 011e 7aar. 

SUJ.JWIILI Tr 

i ec . 14, It' An¥ proviaion of t hia Act, or the a pplication 

thoroof to an;r p~reon or Cii'CWiatancea, ia held invali d , the raaaindor 

o! tbe Act or apPlication of such r ronalon to other pereona or cir<:U8atancu 

sbQll not be a.!feetecl. t.beroby, 

Sec. 15. (n) There 1a hereby autbor1•ocl. to bo opproprintocl. to 

tho "Old-~e Reserve .:..eeount" cro:~.ted b;r Sec t i on ?.01 o!' tbe Soci" l Security 

Act for each !local year , be~nning w1 t h t h<' fisecl ~·ear e:'I:H:>g Juno )0,1)3~ , 

'1ll I'!IOWit 1Uff1C1ent 1\1 an A!'IDUal preciua to froVi~ e f or the pl',)ll:l•':'lt Of all 

~-~u1 t1ee , pension pnd death benefi ts i :'l acco~~ee with the proviaiona o! 

thi~ Act . Such amount aball be determin~cl. on n r eserve bnoia i n aecordnr.ce 

r.. th nccoptccl. actuarial principles, ana ahall be bnaed on ouch t~blee of 

mortnl\ty ao the BoArd ehnll from time to time ncl.opt , and on ftn intoro• t 

r ue of 3 per centum pe r IU'IIIua c011pounded """ualq. Th<> 30Ard a!'lftll aubmit 

·-·--:-~:U ly to the a>renu of the Budget Ill: eltilll.'\te or the eppropriation to bo 

c· ie to the .AccOilllt purauMt to thia t;eetlon. 

(b) Tbe BOard abnll f'urnhh to the Socretn.ry of tho Tre11aur;.• n 

•t~ to=ent of the port1on of the emOUDtl crecl.lted t o tho ")16-~e P.eeorve Aeco~t• 

>~r•unnt to tbie eeetion wbieh , in the Juds-Pnt o! the 30nrcl.,le not 1DDecl.1n;alr 

"'·.;utred for the PftliiOIIt of l\ll!'luitles, penaiona nnd cl.et> tb bClefiU ln aceorci.Anca 

'l1 tn t he ~ovialon• or thh •et. H ebnll be tho d:ut¥ of the Seer etfU'T o f the 

• 
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;ren.-. r: \O inveat ouch portion in tho etco -:cy ns h e is rcqui red to :1~.ko invoat­

ncM• of o\hor uCNAt.a c rodi ted to the •old-AGe Reoerve .\ccou.nt • . ~e J!O&rd shall 

lnclu~o In i ta a nnual report the s t atUI of 10 much of the Account aa r elntel to 

t hO proviaiona of th is .A.ct. All e.ma.~.nt 1 credited to the Account ahall be avail­

able for tho payment of ell L~nuitioa, pen1ion1 nnd deeth benefita in accordnnco 

with tho proviaionl of thia J..ct . 

soc . 16. "'here 1a ;,ereby authorhed to be epvroprieted from tlJ:Ie 

:o tl"o ouch .. m a AI cny be nocesa:-ey to provide for tho OX)lensea of the :soerd 

In ad:llnhtorlng tho proviaiona of thil ;\ct. 

Sue. 17 , 'l'ilo t.oro "<ml'ployu>ont ", eo defined in subaoctlon (b) 

of &octlon <!10 of Tit.lo II of tho social !.ocurit.y i.c t, ahall not incl·.1do aorvico 

Jlurforoud b:,- en ocploy<>u of en omployor aa dotinod in !,cction l(a) of th h Act 

or a<rvicu perfon:oed for an organization of o:nployooa b)' a r eJ,rosontativo •'ho 

1o n:> e:>plo:yoe " 1thln t.he meenin& of Section l(b) of ~'Us Act . 

Sec. 18. It shell not be unlal7tul f or carr ier • b)' rnilroed aubJoct 

to tlll a Ac t to turnhh free transport& t1on t o paraons r &coi vin& anm>i tioa or 

;.uno\ona und•r this Act in the same oanner aa ew:h t.1ltlajl0rtation 1a turniahed 

to omplo:yoe e in t heir eeryiee . 

SIIOR'l' TITU 

or 1935"• 
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P.L'U' II 

'!'he elt11Da of pcr oona "hn, p r i n r to t ho p nso:-ge of t hh 

onur.dntor,y Act, ~hall r~vo r olinquiohod nll rl&hto to r eturn t o eopl~yer 

ot rvleo ~nd bocoo o el i gi\ le for nnnul t i oa n nd t ho c l ni Do of t he opouaou 

nnd dependent :~ext of kin of auch poroona ehllll be ndjudicnted b;,· tho !iO-"r d 

i n tho aM o cnn:tor nnd nth the aMo effect na if thi o amendctor ,r Ac t 

hcd not boon pnonod, except t hat ( l) t ho annuity of a por aon oho could 

not ~~vo qunli f i ed for on ~uity except by vir t ue o f t he p r ovlaiono o! 

t hl c oao:tdnto.-,. Act o.~ !lot bol l n p rior t o the d.-.t o of paaaoo;e of t hla 

;.ct nnd (2) n o reduction a lw.ll bo node i n <'J\Y orur.U ty cer tified ntter 

tho pnaange of thla noondntor,y Act bocnueo o f eontinunnco in o orvi co 

nftor ngo eovonty or oftor noo aixt y-fi vo ~ithout fill~> r.ith t he Boord 

nn l'.t;roor.~ont t o continuo i n o~:~pln;~Dont nnd (3 ) oorvieo rondcrod prio r 

t o t ho dny on •1hich tho lbilroo.d Rotiroc ont Ac t of 1935 r:na On.:>etod 

t o nn er.~ployor \lhieh noo oubJoet to t lw.t Act on tho dt'.y it r.oa •=et od 

ahcll bo i ncluded i n t he eorvl ee pe riod i n con.-.ection n1 t h or~ NUlUi ty 

cer tified i n whole or i n part by the Boerd arter the paaaage of thi a 

u e nd&tory Act, irreapectl""' of what.\er at t oe t l ae such aernce no 

render ed the -.ployer vaa an a.pl07er aa a-tined in Sec t i on l ( a ) of t hnt 

Act . '!'he preaent •e•berah1p of the Jla1lroad .. UraMnt Board and their 

to..,.a of office ahall be unaffec ted ~ the pronalona of thia Act . 
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J. BILL 

~ 1897 an exeiae tax upon carriere and tertain <'ther 

employer• and an ince~~~e tax upon their employees, on4 f"r 

other purpoaea. 

~ enacted by the SeDate Nld Kn-.!!.•Lof l!epreaentaUna 

2l...Y>e !l!lited statu of .Aaeriea in Co!!Q'!u aueabled. 

DEFINITIOUS 

sect ion 1. That aa uaed in thie Ac t 

(a) nte tenn "eaployer" menno o.n)' oxprcsa compllll3, 

alooplng-car company, or carrie r by r ailroad, subject to Pnrt I 

of tho Intoratato Commerce Ac t , and any comcony whi ch ~ bo 

directly or i ndirectly cwnod or controllad th... reby or '.llldor 

C0111111on control t hero•ith, e nd which apor ntcs any equipment or · 

foci l i tiea or perforce any service (o t hdr than t~ service ) 

i n connection rlth the transp.,rtat1on of paaaenger s o"r pn-perty 

by railroad, or the receipt, delivery, eleva tion, trana! or in 

transi t, refriger a t ion or ici ng, a t ornce , n r hond~ing • f 

pr qporty trnnsp~rted by rnilrond, o.nd any roceivor, trustoo, 

or ot her indivi dual or b• d)', Judicial or .-thorwiae, whon in 

the poaaeaaion of tho property or operating all or llll3 pnrt rf 

tho budnou of ~ auoll • aaployor •t ProTidod, tow~vcr, i"bl·'· ;.:,e ter• 

• 
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""\1. Loy, ... r• aholl not lnclu.do ·ozq at r oot • inturu.rb".n. or aiJ.burCt•n 

d~ctrlc r '\11,..;· , unlou .-... ch rnlh~ 1a ovor ·•U :>g " " " V".rt or n 

1"11.\0 r<J. otonm-rn.llrol\d oyotee ot tran-,.orta tlor. , out shall r.ot excl ude 

a.-.;: •o:u"t Of t ho f;Cnornl otoam-railroad. oyotCIIO Of trnna;.ortntion !lOW 

o:· •·••·c.'\ttcr O)oor nto>l by "-"Y otbor motive vower. ".'ho Intoro tllto Coc­

uo\·co Cowmioolon 1B hereby authorized o.nd diroctod u,,on requ eot of 

t·:~ Cocr;r,i oai onor of Internal Rovonu.o or upon COO:>lnint or M;f v nrty 

!n:~Netod to do tomino attar hoarin(" uhothor nny line op<.r:>t<>d by 

o·hctric )>Ower fallo with in t h e tOruo o f t h io r r0\•1oo, :i'hu tor= 

·~plo:-or• lhnll :J.oo includo r to ilr ond nasoci-.tiona , t r affic auoclt\­

t.one , t-.:oi f f bu.rc ,...s, d=rr"C" lr-r u..·•.u , ""1o:1nr n .. '\d inq..-ction 

~·tro"":a , collect ion A(""&~cies n.nd ot:.cr naaoclnt lona , lx!r e«.:a , a, ·onclec 

or orcnnl zntio:la c ontrolled n:•d ct\1ntn1nod ".olly or !>r 1ncipolly b~· 

t w:) or aoro mplo: ora a s he r t·!nbeforo aet"lned nnt~ er..c~od in the 

; • r l'o:'mnnco of acrvicoa in co:moction ni th or lncidcr.t al to r ai l ­

ro:,J t.rnn&!•Or t ation; und r ai l m;'V· lnbo r orc nnizntiona of m:.lo~·ves , 

nnt lo~.~l in aCOJ•O , ns have been or mny bo ort;Mi :oU in ncco:·!l:U"lco 

•.nt:. th o p rovieion s of tho RJtil wny Labor A.~t , r.a t·;,cndcd , includ­

!-.· t •. ol r otnto I.Uld nnt i onl\l l ogial n t h>u '\nd roncrnl co=ittoca. 

( b) :'i\o teru •a::~plo7oo" monna ruy por aon 1r. tho sorvlcu 

o:· o~c or cor o Ol"l}rlo: ors for compona ntion. 

(c) :ho tom "<=>ployco r opruoont:.U vo• p cMo ,..m· of:"ico..r 

cr of:lcinl re,.,reaentative of an or t;"-"\i zat.ion or er:ap l o:·cea , otr..er 

'""" " lnbor or c a.,ization i nclu ded 1n tho tem •oap loyor• aa 

lcflnod 1n Section l(a) , who :,e rore or 1\fter t h e eMct.lont dnte 

··· a in tbe aorvico of an empl oyer aa dofinod 1n Soctlon l ( a ) <~.o 

:o l•uy uuth orizod and doo1c:nated to r uproaont ooplo:•ooa 1n 

'ICCord:\."'lcO 111 th the .:;;>ilnny Labor ;\c t t\0 nmondocl and on;· pcraon 

"· o io N t;.;lvl y llo&1f7lod. to or rot;.UB>·ly Cll:lplo;.·cd by O'~ch 

:·~icor or off1c1nl r orr oacnt:-.tivo in c onnection d th tho d.1t1 eo 

"'~ . to ottico. 

.. . .. · ··' 
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163&>-J . 

(d) ~penon i a in t he se'I'Vice of an e;:plo;.•er whersYer hie 

service h rendered 1f he h a-..bjeot to t he contlmlin& nathort ty of 

the eaplo;ror to ~n~perviae nne!. 41reC\t the mli!IDer of rsnc!.1 tion of hio 

ocrvlco , l>hich service he renc!.ore for componantionl Provided, howovor . 

thnt n poraon shall be c!.e&J:Ie d to bo i n tho aorvieo of an or.~plo;r(>r not 

ee~d·~ct1~ t ho p r incipal part of i ta b-~oinoas in the United Statoa, 

Alnsl<D, Hn~ra1 1 or tho District of C<>l=bl n only eben he 1a ronc!.ortn;t 

acrvlco to 1t i n the United Statea, .Alaaka, l!nwa1i or t he Distr ict of Colwobia. 

(o) Tho tom • componaation• oec.na nn:r fom of :ooney 

r&!.:unomtion ocrncc!. by n porson f or aorvieoa renderoc!. na en eeoployoo 

t o one or moro ocployors, nne!. t:~o for tioo lost na nn eoplo;reo , but 

~;n;;oa for two l os t ahall bo dooc18d earned in t ho oonth in mtch 

auch tloo 1e loa t , 

DICOWE TAX ON .DlPLOYl:ES 

Soc. 2 . (n) In adc!.1 t1on to othor to.xea, thero abcl.l bci l ovl oc!.. 

eolloetocl., Qllc!. po.ic!. "PPD t he tncoce ;,! OYOJ')' -.p1o,ee n tox ecpnl to the 

!olloclftG ~rcont:-.c:oa of the eoJUpenant1on of r"'cb -.p1070o not 1n azooaa 

cf $300 por oonth, oomoc!. 'by h1n ntter DOoaabor Jl , 19361 

1• W1 t h reapoct to o01:1J18naat1on oarDOc!. 4uriiiC 

tho anl.onc!.or 7ec.n 19)7, 19}8, rn4 1939, the rote 

abnll bo 2l per oont=l 
J 

2. ac:4•naUoe~......._ 
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4 , With rec.,..ct t o co:pe ntAtion ea rned duriq; 

the C3lendnr ;years 1946, 1947, and 1948, the rate 

ehall be 3: por centum; 

5· 'IIi th reapect t o compeneo.ti on e(U'11ed 'liter 

December 31, 1948, the rate ohel1 be 3t per centum. 

(b) The t ax imposed by this sect ion ohall be collected by t ho 

cc_,lo:ror o! tho to.xpayar by deducting t ho amount of the tax from t ho 

«" unaation c-f the employee as and when paJ.d. :z:.tory employer r equired 

so l" deduc t thu tax 1a heroby llllldo liablo for t~.e ~ont of auch t = 

Md eMll not bo liable to any por aon for tho ,...ount o f az>y such -pay:~ont. 

(c) If mere o r leaa t han the correc t omount of tax 1mpoaod b:t 

l hio oocti on 11 paid wi th reapect to any compen,..t ion payt:~ent, then, W\der 

roculntion o made under this Act by the Commi aaionor of Internnl Rovonuo, 

with the nppr eval of the Secretary of the Treasury, propor odj uotmenta, 

•lth roepout both to the tax and t he amount to be doductod, ahall be lll<lde , 

without int oroat , in connection with aubeequent wa«o payments t o t he 

oamo ecployee b;r the ...- e.plo;rer. 

EXCISE T.U OW DJPLOa:RS 

$eco J• (a) ln ed4itlon t o othor taxoa, 8TOry a.ployor -~~1 

pay an exclae tax, nth roapect to bartne 1nd1Tldual.a in hia employ , oqunl 

to tho follorinc porc«ltapa of \bG -x>c•Uon not in exceea of $300 por 

month paJ.d bF h!a to -., ~loTH tor eernoee rea4ered to h1a alter 
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2 • ';;ith re-:>ec t to co: ~ll)nlr.tior. paid t o coployeoo 

!or services rendered dur1.\& tho cu1endnr yev.ra 194C, 

1'341, a."ld 191!2, tho rato a:\nl1 be 2 3,.. per centur.>: 

3· Uith reapect t o co~onantion pu1d t o enployees 

for aerricea rendered durin& t he calendar ;yonr• 194}, 

1944, AAd 191!5, t he r nte a:w1 be 3 per centul:l: 

4 . 1.1 t~ respect to co:.!penant1on paid t o eaployee• 

for services rendered d·.>.rint; t:>e cAlendar y83X'S 19116, 

1947, o.nd 194S, the r e t e a!lnl1 bo :;t per centt:l>; 

5· l':itll r espect t o cOCIPenant 1o!l paid t o er:ploj·eea 

for aorricca r endered n!tor Decoober }1, 194S, the rot e 

ehnll bo }~ per centur) . 

(b) If core or lea& t:wJI t :1c correct t•r •• ount of t;>o tm< 

! •cooed by th1D aoct ion is puid nith roepoct to~· coopcnant1on p~-

'10:-.t, then, under re~latior.n ... v·~o by t :lO ~orniasioner of Intcrno.l 

F.ovenuu, r.i t:1 t he np?rova.l o! tho Socr"t :\1':' of t 'tc '!rtl.c.sur:·, propor 

djust.l:tonta o::i~h respect t o t bo t Nt shnll be :wie, o::t t~>e'-'t 1ntorust, 

1n connoet1on ui t:t subsoqu.Cilt oxciso-tox JX*-r:.cnt s :-;1.de by ~he S:"Jte 

RZroliDS ..UTD D::FIClulCIES 

Soc. 4. If t~oro or l ou than t~1o corroct oPOU!'t ~f tho to.x 

!:1posod by Section 2(n) or }(n ) of th1o Act i'a poid or de4uct..,d 111t:1 

roapec t t o an.\' cocpenantion po;rnont ::.nd t hu ovo~":'>ent or undcrpll:l­

uont of the w.x c:>.=ot bo c.djuetod undor Sect1o:t 2(c) or 3(b), tho 

cncunt o f tho ovorpo;r-1cnt s!lt\1111> Tofll-'ldod, or t :,c o:.!O".L"lt <'f the undcr­

pn;mc:nt a!l.r.ll be collcctod in euC:> ::;10r.nor o.nd n t tlllc:> til.!<!• (tNbjoct 

to t;>o ato.tuto o! 1 1nito.t1one properly A!)plicablo t:>erot o) ,.. <-"'1' bo 
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Soc. S. In addit ion t o other t axon , thoro ohnll rc lovlod, 

collected, r.:~d pai d upon t he 1::co:to of onch cnp1oyoe roproscr.t r U ·;e o 

t nx cq~•1 to the fo11or.1ng perccr.tt~e o of tho cocpenootion of o~~ 

o~:ployee reproocntntivo not in excoua of $300 per oonth , OOZT'.cd b:r hin 

a!t or DOco~\bor 31, 1936: 

1. W1 th reQect t o conpenlllltlOn oarnod d::.rl."'(; 

the co1cndnr yenrc 1937 , 1938, r~ 1939. tho rate 

al-."ll. l bo 5 por cor.t ·.:r.; 

2. With rospoct t o coaponaotion eur ncd d::.rlr~ 

t ho ec.lor.~~r yonr o 1940, 1941 , end 1942 , tho rete 

ohtlll be 5-k per eont ·J.O; 

3 • With respect t o cortpenot' t i on ocrnod d~i~~ 

tho enl.cn<l.<'.r yoaro 1943 , 1944 nr.d 1945, the rote 

shell be :; per eont,_, ; 

4 . M th respect to cc:.penartlo,-, o::ncd i".u-11';; 

tl":e =lender ye:-.ro 1946, 1947 , n.~d 1946, t te r" te 

ohr-.11 be 6~ por ccnt-:>.'1; 

5· 'IIi th reopoc t to oooponr:·tion onrnoli n:"ter 

Doceubor 31, 1948, the rote ohnl.l be 1 por eer.t-..n. 

':'ho COflponnnti~n e f nn o;1p1oyoo reprooont ntive for thO p-.u-paae 

c f oeeo1·t :• inir..:; the tnx thcroor. ohr.l1 bo deterni!led i n the anne r.>.~.ner 

".r.d t:ith tho eMc offoet ao if t r.o onployoo orgnni:nti on b;t r-!: ieh .-.l~ 

o· .ployoo roprooont -.tlvo 1n e::ployod r.oro O.."\ c.oployor o s dc!ir.cd 1r. 

3,et1on 1 (c) of t hlo ~rt. 
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::>EDUCT13ILITY na.: ll"CO':i: ::.u 

Sec. 6. For the !)Ul"J)Oae• of tho !nCO"IC t'-" 1-:c,>o~ed by i1 t1c I 

of tho Ravon••e ~et of 19 34 or by nn:f Act of Con" rcsn i n subotitut!on 

t herefor , the tnxos 1mr:osod by Sectiono 2 "nd ':i of thln Act n!l.-.11 not 

be 1\llowed n a a deduc tion to the tnxpa:rer in C.)"l?'~tin- hi~ net Income , 

cou:rC'II ON .IJID ? A YU::!T OF : .U::S 

See. 7. (:l) ':Clle t~Ucs i"'J)Oicd by thim Act s:,-ul be collected 

b;r tne Co:o:oi maioncr of I ntorn.o.l Rcv¢nuo Nld a.'>c-.11 be p trl:i into the 

::reneury of the Uni ted Staten, na internnl-rcvc nue collections. 

(b) 1hu t axes i•1Pouod by thin Act s~1ll b~ collec t ed nn~ paid 

~nrtcrly o r at ouch other tioos nnd in ouch o~"lnor and under uueh 

eoniitionn not inconsint~:\t with t hla Ac t no r.~uy be p r oscribed by tho 

Com::>haionor of Internal Rcv~nuo witb t ho approval of t .:c Socret11 ry of 

t~o ! r enaary . If n tax i~osod by this Act ia not n Ai:i w~en due , thoro 

ol.-.11 be nd:icd as ~~~t of t~~ tnx (cxcO))t in tho e's' , r adjust~nta 

't1:iO in nccord:mco with tho o;:roviaiona of this :.ct ) int~•·cst nt t !tc 
' 

r '\ o of 6 por c or.t= p e r -mn= fro" t 'lc dt•to t :1o t x.: oce."='c d•.1c u."lt1l rn ld. 

( e ) Ul ,rovisions of lmr , includin;. ,, cn·!lti , s , n;>Pl1cab1o 

n tth r.:n1,~ct to nn:f t :x• i .,-.oacd by section 6co or Sec tion 9oO of t ho 

R~v.nu~ l e t of 1926, nnd tho p rovi • iono ot Soction 6o7 of t he Rovonuo 

! et o r 1334 , in oo f nr na r.JOlicab1~ '\tid not ineonaietont wi t h tho 

; roviaionc of t!1i e Act , a~1 b.J n!)olionblo with rospuct to tho t nxa• 

.~ o aol by t hi s Act. 

( i ) I n t ;;., :>n:P""t .9! nny t :u; un~or t .1.1 .let , " !motional 

.• ~ rt o f • cc ,t cn.~n a~ dior...[\l"- od unl e ss it ""'o=t<> to ono-~ cont. 

o r ::10ro , in \lblc il ct1SO it oh.-.11 bo 1ncron eod to OIN c ont . 
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COURT .nrr..tSDIC'riOll 
j 

s~e. ~ . che 3eVeral Dia \~1e\ Cour\a of the united State• and 

; l>t r l ct Court of the l'nl ted Stn\ea for the Dict~ict· of Colwobia , 

r :ro:e tt vely , ahr~ll hM'e juriaHctlon to entertain an ar Llicatior. by 

tL•' Co.,ci as ionor of Internal R~venue to compol M eo" loyee or other 

,• r oon residing within t he jur'todiction o! tho court or "'"' cmr loyor 

"1bjc•c t to service of proceae wl. thin i \a juriad lctlon, to comply .-1 th 
' 

r.r~,. obl1 ,:o.tlonn tmroted on nuch o.aploy '"'('• othr r ~C!'~on , or cmrloyi'r 

n'< r tt~ r rov l slons ~f thla ACt . 7h a jurisdict i on h or<ln ope ci!\cnlly 

j11ri udt et.\o:\ oth l! rr.iSC" posac cuh-d t~y tl'lCh c ourts to c~tcrts.ir: acti on • . 
"' t. l n• or nul ts l n ecrui ty 1::. ni di of t h •• <'n forc~~nt of rit:;bt& or 

obl1Lot l onu o r 1aing unlor thr rrov1.o) 1.ona o~· tl· i s .Act . 

SOCIAL SEO.' III TY ACT 

s ,•c . 9 · ':'be tcro "c:nploymcnt," no do fin· d in subsection 

{b) of S c tlon Sll of Title Vlii of tho Soc ial Secur ity Ac t, 

ehrll not inc lude service rerfo=ed ln th~ c:orlo.v of or. c:nploy<'r 

a s drfin~d in S~tion l(a) of t his Act or ne rvic c P' rformed for an 

or p,'lnh<>tion of <Cplo.Y""• b)' an emplo)'eo rcpre acntnti v, "ho la 

cubjoct to the tax imposed by Scctlor. 5 of thla Act or service 

rcndor od w1 thin tho t;nited Sta toG, AlROkll or Hawnil for IUl eaplO)'~r 

n n h~roin de!inod wblch doea not conduc t \h~ principal pnrt of ita 

buo1nooa wi t hin the United Stnt oa , A.lnaka or Hnwn11 . 

SEP.\IW!ILITY 

S oc . 10. If an:t pro•la lon or thh Act , or tbe Af•pllcntlor. 

t hrr oot t.o M7 person or c1rc:uaatallc<'a , \a h.· ld l:w'\lld, thl' rttDilln.lor 

o• tht' Act, nn4 tho epplientlon o r wuch proT\ olnn to otl .. r ~roona or 

c \rcuaatnneoa ~ not bo ntfoct~ ther•bT• 

\ 
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llEP3..\L or P!liOR T.Aj( Am 

See. 11 . Tho providona:.ot t!lia Aot oro in aubat1 tution 

i'or t :1o proviaiona of the .A.et of Al.lguat 29, 1935, entitled "An Act 

to l ev:,· on or.che tnx upon eorriere nnd on incooo tnx upon t l1eir 

onployo~a, c.nd for other purpoaoa, • 'llhiC:.l ia lloroby repealed. All 

uonioo poyoblo under t ile Tax ~et vM<:A 11 repealed b,/ t:lia Act and 

cet heretofore paid a~l cooao to be poyoblo on4 ell proco~~~r~a pend­

in!; !or t :,o recoveey of ~ auc.'l oonioa a!lall bo t on:dnotod. .All su::>l 

Jl"ld int o t:1o Tre<>.ury of the Uni ted Sto~oa ua and f or t=os under t ho 

Tax Act 17!\ieh 18 rep=led by t hil Act a:,all bo refunded, oxeopt flvo­

sovont:\o of t :1o IJ\mB ao poid na and tor trutoa in reapoet of eccpon..,. 

tlon oornod oftor Deeeaber 31, 1936, ond t ho auoa not required to be 

rot"unded ah!>ll be rotoinod in t ho Trooaury of t ho United Stotoa ond 

credited on tnxoa due c.nd poynb1e undor thia Act. All IIW:IB deducted 

by ccployera free t ho eccpcnaation of enployeoa 02 and f or taxoa 

undor t:lo To.x &ct vllich 1a rop=led by t his ,let ~l bo refunded to 

aueh oup1oyeoa, oxeopt fivo-aovontha of t he IUDI eo deducted na nnd 

for trutoa 1o roapcet of eccpcnaation earned ~'!tor Deeoober )1, 19}6, 

ond t llo IIUDI not r equired t o be refunded al>oJ.l be paid into t lle TreAIUX'Y 

ot t:\e United Sto.toa nnd thereupon aho.l1 ba orodited on to.xoa duo nnd 

p~o.blo undor thia Act. 

SHORT TI'l!U 

S.c. 12. T!Ua Act rJA¥ be cited •• tho •Carriere Taxine Act 

of 1937• • 

ss 
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1. ACtuarial computation• 11184a b)' tha 'Railroad Ret1r,..ent 

BOard indicate t bllt 1t would be necu.a.ey to lavy a tax of 7.ll 

perc ent on the railroad p&)'t"Olle to eupport t he benefits of t ha 

proposed bill. The tax rntee provided in the bill are e quiY&lent 

to a loYal percentage of onl)' 6.60. Therefore the Board' a compu­

tat ion• ahow tbllt to paf the coata about $11.2 million would be 

required annually in add1 t1on to the tax rnenuea prortded in the 

bill . 

2 . ln a meaor&Dd= prepared b)' llr. llurray '1'. Latimer, cbllir­

mru\ of the Jla1lroad Ret1r81:1ent Board, it waa argued that a :raderal 

aubaidy equivalent to $11 , 220,000 annually waa justified because a 

slightl y ~eater Federal 8\lbaidy would alao haYe been neceaaary if 

the rai lroad• had not b e en excluded from the provisions of the 

Social Security ACt. BoweYer, fisur•• aupplied by the Jlailroad 

Retir8lll8nt Board indicate that thia excluaion of the railroada 

froa the tax proYisiona of the Social Security ~ct depriYed the 

Conrnaent of rnenuea bll't'in4 a preaent worth of about $3,711 ail­

lion, whereas the ~cial Security bene!ita which would haYe be en 

pll)'&ble to railroad employees ban a preaent worth of only about 

$2, 868 milli on , a nat coat t o the Government of about $843 million. 

In other word•. i t coat t he GoYernment the equiYalent of about $25 . 3 

million a year (3 percent of $843 million) to excl ude the railroad• 

from the proYiaiona of the Social Security ACt ( aee Exh1 bit A)· 

The l!Oard'• coat eataetu were intended t o abow that t he pro-

poaed bill would coa t the aon..-nt no .ora than it would ban coat 

Sl: 
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if tho railroad• had been includ.ed under the p rorte1ona of the 

Social Security .Act. HoweYer, it 1e clearly ortdent, on the b&eie 

of tho Board's own actuarial calculationa, that the difference 

between the coat of the propoeed bill and the coat of including 

t ho railroad• under the Social Security J.ct 1e about $36.5 ml.llion 

&nnually. '!o place the pr opoeod bill on an equivalent coat baeie 

would require that tho tax raiee be i ncroaeed to a le.,.l rate of 

about 8. 25 per cent. 

3. The Board 1 a computat1one were baeed upon the a .aiiUIIIpUOn 

that empl oyees retired under t h e propoeed poneion eyateo,oth or than 

those retired on account of dieability, would be retir ed at age 70 . 

Since the bill wou ld permit an employee to retire at hie own option 

after attaining age 65, • • believe thnt tho average ago of retire­

ment 1e likely to be lower t han ago 70. Several i .neurance co~ 

actuari .. han cri tiel. sed tho coet ticur .. in roepect to the Social 

Security J.ct on the grounde that ago 67-1/2, the a .,.rage ago of re­

Ur..,..nt which the)' tbau&)lt had b een a .. umed in the calculatione, wae 

too bigll. J.e a -. tter of fact, the 'l'r&ewr>' calcul&Uono were baaed 

upon an ae~d aYerage retirement ace of about 66-l/2. !be expori­

eneo ot the Cirtl Serrlce Botirellllnt and Dieability l'lmd during the 

throe !ileal yoare beginning J'uly 1 , 1930, indicatee t hat cirtl eor­

'Yico emplo)'Oeo in t boee occupoUonal sroupe hartng a normel optional 

ret1r-t ace of 65 )'0&1'1 actually retire at about age 

Durin& thie period o.plO)'Oel wore pDorall7 pora1tted to r~ in 

the eervice until the)' w18becl to bo rot1ro4 . 

. ' 
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!be coat or a retirement ayatem depends to a very important 

degree upon the age or retirement. It the coot eatimateo had been 

bnaed upon an average retirement age of 67-l/2 tor persona retired 

af ter attaining age 65, the coat of th e proposed bill would have 

been found to b e not leas t .hnn 8 .5 percent of the payroll. !bh 

aea:na to ua to be a much more raaaonable aaaumptlon and one which 

1a far f r oao over coneervatlTe in view of avai l able experience which 

poinh •clearly to the fact that mora and ..ore 81l\J>loyeea are being 

retlred bef ore age 70 . •1 The p rincipal Juatiticat ion for maey 

retireaoent p lana, including the p r .. ent Railroad Retirement Act, 

boa been the claim that aubetantial oe..-inaa would b e effected by 

retiring the older and less efficient employees and at the aame 

time bettering the morale ot the younger employee& by increasing 

t heir chencee for ad..-ancement. 

A• previousl y stated, the coat of the propoaed bill would ba 

n.ot l e ae then 8 .5 percent of the annWll railroad peyrolla if the 

a verage age of service retirement should prove to be 67-l/2 or leaa . 

On t h e baa1a of thia aaaumption an annual Federal suboidy of about 

$42 million would be required, in addition t o the tax rennueo pro­

vided 1n the bill, to pay the coats. In other wordo , the plan would 

atart off with an initial deficit of about $1.4 billion, on which 

the federal Government would be required to pay a percent interut 

IUlllU&l.l;r ae a perpetWll aubeidy to the railroad retir~Mnt fund. 

(!bia dou not in<:lude the coat of exclwlina t he railroad• troll the 

provi lion• ot the Social s.<:uritY .AD t ·) 

1 Induetrial Pencon Sz•-•• Vol. 11, Lat1JMr, P• 926. 
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..... llarch 24, 1937. 

Today you requested through llr. Geaton that we supply 

:you with IIJl Mel.yeis of the Fana TenMcy Bill. 
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Tbure4aT, March 2&, 111:117 

Apln 110 purc:haa .. were aa4e &Hbweb prlcee 110nd 

cona14erabl;y lower 4ur1ac the mo1'111DC on 11s1 te4 

\'Ol18e, Bcnreftr, \here n• & better \one tbi'OIJCbout 

the ef\el'llooD ud prtc .. illpro\'e4 \ o !11l11h with 

... 11 lo•••• tor the aoet part. Actl\'1\J n1 

pr1nc1pell;y 1n the lout; iuuee. T reuur;y notea were 

ltlld;y. 
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lla.rcb 215. 1937 

To: Secreteey llorcuthau 

7rcm: Dr. Burt:••• 

The Tr .. aurr bond urket opened al1&htl7 .. dar this morni114 

and quotation• on the board th•reefter deo11na4 in quiet trad1DC 

106 

until ar<!UJ1d m144ar, aaYeral iuuea abow1DC loaua of about 1/2 point. 

llarket l.mprOYed in the afternoon, CADcellia& part of the l ouea ClDd 

at tha cloae the uJori t7 of 1asuea were off 1/32 to 5/32 fr<D re• t er--

4&7. The 3 1/4• of 1943/45 and 3 l/4.o of 194.4/4.0 were off 9/32; ~brae 

other intenaa41nte iaauea were up about 5/32. Guaranteed honda ware 

unchant:ed to 6/32 down reloti'le to ;yeatarday. Today'• markot had a 

r rofeuional tone and vol\lllle o! trcdin& on the board wea 11111cb emaller 

than on prece41nt: 4&7• thh weak, or laat week. TrMauey note m&rket 

obowed an ••1er tendenc7 and <potation• declined 1/32 to 3/32. 

Doatestic bond •rket wee quiet. In the h iSh srade group both the 

new retun41ns and aecoonad iuuea held fil'lll at yeaterda7 1e leyel of 

prices, In the second grade sroup, there waa fair act1rlt7 in ut1l­

i tlaa which cloaed fractionally to about l point hi~r; induatriala 

and rail bond• cloaed nall fractions bieber, off freD their hi&h•· 

f oraipa were rathe r dull and pract1e&ll7 uncbaJ>&ed •• to price. 

Auatraliua ahowed fractional suna. 

!lo purcha .. a torT reaauey today. 
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Uarch 25, 1937 
9:32 A.U. 

'! .U.Jr: - Archie? 
Archi e 
LOchhead: Yes, air. 

n.U.Jr: You got the loud speaker on? 

L: I ' ve got the loud speaker on , but now the group 
hasn ' t quite assembled yet . Ur . l!agill is the 
onlY one here so far. 

H.:.! .Jr : 

L: 

i! .U.Jr : 

L: 

H.!!.Jr: 

L: 

H.t:.Jr: 

L: 

~.:.: .Jr : 

L: 

H.l!. Jr: 

L: 

ii.U .Jr: 

L: 

'! .U.Jr: 

L: 

Let me t alk to you awhile. Put on those recording 
machines . 

All right . I have i t a ll hooked up. 

How're your f oreign exchanges? 

Well , t he foreign exchanges are very quiet. Four 
eighty- e ight and a halt p.nd f our fifty nine and 
five-sixteenths , and t hey're i nclined, of course, 
to keep - to get quiet now, we 1 rs running into t fle 
holidP~s. So t hey ' ll be very quiet. 

Hello? 

Yes . 

Now, does - is London and Paris closed Friday and 
Saturday? 

Well, the bullion markets will be closed, but the 
exchanges will not all be closed. The banks will 
not all be closed. 

What have we got closed Friday. 

our stock exchange will be closed on Friday. 

Well , you ' d better stay home Friday. 

Well, we 're fixing up in here t o spill out eo we 
won ' t have a full force here . 

Well, you 'd -

Fine. 

You'd better stay home y ourself Friday. 

All right, fine. I ' ll do t .aat. 

lDl 
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H.U.Jr: 

L: 

r! .U.Jr: 

L: 

H.U. Jr: 

L: 

!i.U.Jr: 

L: 

l!.!!. Jr: 

L: 

:!.U Jr: 

!..: 

H.LI.Jr: 

L:. 

H.!J.Jr: 

L: 

:: . !~.Jr: 

L: 

lUI Jr: 

L: 

-2-

And - Saturday the markets are open , aren ' t they? 

Saturday the markets wi ll be open again, yes. 

You s tay home Friday - t he others haven't had the 
wear and tear. 

Right. 

And is there anything in from Europe at all on this -
anything a t all? 

There 's been no - the cables have been very thin 
f r om - f r om LOndon and Paris lat ely and there's really 
not hing - we're not getting anything special. 

Now, what bD.ppe.ned on the Chrysler strike? 

on t he Chrysler strike t hey agreed to evacuate the 
p lant. 

Did t hey? They said t hey ' d do it at ten thi s morning. 

They sa id t hey 1d do it at ten and t hey have been t ak­
ing votes in the various plants and apparently the 
vot es are runn!.ng all right and they still f eel that 
they 'll evacuate all t he pl ant s by about t en o ' clock . 

I see. All right. 

lfow, I - let's s ee - one, two other things. Fi r s t of 
a ll on securities t hey were all on the purchase eide 
yesterday -

Good. 

Not very heavy, but about two and a half million 
dollars. 

Good. 

Now, one other t hing - on our Chinese Silver Agreement -
we've been running that on a monthly basis. 

A~l right , one month more. 

One month more, O.K. Now, everybody i s here now. 

Somebody ought t o get a Chinese dinner out of t hat. 

Well - (lAughs) 
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H.U.Jr:­

L: 

H.!.L Jr: 

L: 

H .I.:.Jr: 

L: 

!l.!l. Jr: 

L! 

?i.l.! . Jr: 

L: 
Roswell 
!JIIg111: 

H.J.l .Jr: 

U: 

!! .ll.Jr: 

H. t:. Jr: 

!J: 

H.Ll .Jr: 

- 3-

I - I -

You had yours. (Laughs) 

What? 

You ' ve had yours - so have I. (Laughs) 

Yes, well, let's - let's let Uagill take t his one. 

I t hink - I really thi.nk he should. (Laughs) 

All rtght. 

He sa i d he needs one . Well, now, Just a second. 
They 're all here now and I ' ll - who do you w1ah to 
start with first? 

ur. Uagill first. 

ur. !Jagill, right. 

GOod morning, Henry . 

Hello, Roe. 

Well, we had our big party yesterday afternoon. 

Yes . 

And Daniel 1n the lion ' s den was Just the his t oric 
parallel. 

Yes . 

Well , the ·~ it worked out was this . They - the 
Rallroade and Brotherhoods make essentially two 
propositions. First, that the plan1 will pay ita 
own way; that the railroadmene ' experience ae to 
age ot retirement and so forth is much bet ter than 
!Jr. Ray ' s whom they characterize as a young man who 
doesn ' t know his buaineaa, and secondly t hat -
whether the plan is calcula ted correctly or not, 
why, we can take it and like it, Now, on t hat 
general proposition the - Senator Harrison is 
favorable and argued str ofl617 t or him all the way 
t hroughout . ur. Daughton stood up i n a very re­
markable manner, on our· aide and really seemed --

I didn ' t gat that. I'm sorry. 
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H.L! .Jr: 

u: 

H.t:.Jr: 

;u.:.Jr: 

••• 

H. L: .J r : 

!J: 

H.!.l .Jr: 

!.!: 

!' .!!.Jr: 

!.! : 

H.!.:.Jr: 

!!: 

H.U.Jr: 

Ll : 

H. U.Jr: 
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I say Daughton stood up tor the Treasury and - quite 
remarkably . He aeeced t o know what it was all about 
and did a very good J ob. 

Yes . 

!10 

And t hey made him mad in the course ot the meeting by 
somet hing t hat Ur. P.elly sai d and he was sort ot breath­
ing tire and smoke t oward t he end. 

Good. I f you get Daughton mad, he 1s n pretty difficult 
gentleman to handle. 

Well , he was a very useful customer . 

He doesn ' t se~ mad very otten. 

Bu~ , when we came down ~oward the end, Daughton aug­
ges~ed tha~ we ought to put ~he whole thing up t o the 
President and see what he wanted to do about 1t. 

Yes . 

They were all unfavorable to that throughout . 

Really? 

Yes . 

Well, that's a good sign. 

They didn ' t hold with that at a ll. 

Well , that ' s a good sign. 

so, they were - what t hey were trying to do was to blud­
geon me into agreeinS yesterday afternoon to go ahead, 
which of course I wouldn ' t do. 

Yea. 
so - t hey triad to make - they tried to get me to agree 
t hat future conferences wouldn ' t do any good and we might 
as well go ahead and so t orth, and I said, no, I thought 
we ' d bet ter go on and confer. So, I'm seeing Latimer 
t his afternoon. I don ' t knOW Just what good it ' s going 
to do, but I ' m going t o eee hi m. 

Well, how is our friend, Altmeyer ? 
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!i .!.LJr: 
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I.:: 
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H.U.Jr: 
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Altmeyer kept entirely quiet. He said not a word. 

Well, t hat wasn ' t very helpful. 

Not very helpful. I think he klnd of figured that 
~ell, t h i s wasn't his party and why should he stick 
his neck out. He rode back with me afterwards and 
sa id he t hought everything had been put up that could 
be put up and eo f orth, but - he was in Just sort of 
passive agreement, I take it. 

Yes . 

I don ' t know the - of course, t hey make the point all 
the while t hat, as we expected, that they put t his up 
to the President and have t he President's approval . 
And when I asked t hem whether or not they 'd ever put 
the rates up to the President, t hey say, oh no, we 
haven't gone into the details of it, but the Presi­
dent told ue to negotiate with Ur. Latimer ae repre­
senting the Government and he ' s satisfied so we - ae 
fer as we can see, we've done everything we should. 

Well, if t hey have such confidence, why don't t hey -
why aren 't they willing t o put it up to the President 
now? 

They don ' t want to bother him again with the technical 
dete1ls. 

Oh. 

The Senators seem to feel pretty strongly on t hat 
point too. 

Well -- well , where does it etand now? 

Well, it stands now t hey were going t o have these con­
f erences and let them know next week ae t he essence 
andno bill would be introduced until then . 

I see. 
bow 

SUilll:ling it all up, I don 1 t know/ well the Ways and 
Ueans committee will stand up. Vinson was there and 
a s Vinson would view it, he t ook a more or lees 
neutral position , but in fact about all be said was 
against us. He did not attend the meeting which we 
held before with a fe~ members of the Ways and Ueane 
Committee . 

I see . 
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~ : And - I don' t know why not, but he didn't. So, we got 

no h elp out of him. 

R. lLJr : From what you tell me, you ' ve done all you can and 
that ' s all we can do in the Treasury - after all the 
final decision rests Ylith Congress . 

:.1 : \'/ell , that 1 s the way it looks . I don ' t - I don • t know 
anything el se we can do . I did get them to agr ee to 
t his, ·.1hich is a small thing, ·but we can t ake it for 
what it ' s worth . They all agreed that the plan should 
be self- supporting and that they - they furt her ogreed 
tha t in the event that it appeared i n the fUture that 
the t hing was not self-supporting t hey would agr ee that 
the rates should be increased to make it self- supporting, 
and by way of nailing them down on that I asked if they 
~ould agree to put a provision in the bill to the effect 
that you should report - the Secretary of t he Treasury 
should report in the - periodically to Congress how the 
thing was coning along . And they agreed t o that, which 
is not in the bill now. 

!L!4 .Jr : Yes . 

14: Now - of course, we can climb off if we want to by say­
ing that - of course , no one can tell at what age these 
men are going to retire ; that t he calculati ons indicate 
tha t if t hey do retire at on average age of seventy t he 
t hing - the plan will stay in the black and that - they 1ve 
agreed that i t should be self- supporting . 

H.:J.Jr : Well , what do t he statis ticians at Social Security say? 

~ : They - they take a position sort of in- between . Their 
main proposition is, t hey don ' t - they don ' t - they agree 
with us that the railroads calculation - Latimer's cal­
culation that these men 1vill retire at an average age of 
seventy - t hat that ' s wet and t ha t you should use an ase 
of about si xty- seven and a half . However, they - their 
actuar y approves this so-called differ ential of Latimer ' s 
which amounts to a l ot of money and which is money t o be 
diverted f r om the Social Security taxes t o pay for this 
plan. 

R.M.Jr : Oh . 

1& : -Ah -

H. ll . Jr: They ' re going to take Social Securi ty money for t hi s? 
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Yes, that 1 s what it amounts to. 

Well, t hen the ot her workmen huve t o put up the 
difference . 

That 's right • 

On, I wouldn't- I wouldn't 

And, or course, we - Ray tells me all along it's been 
almost i mpossible to p1n Latimer down as to where this 
differ ential comes rrom. I t hink he pulled it out or 
the air, but Ray says there isn ' t any such differential 
i n f act; that actually t he r ailroad men if they were 
under Social Security would pay mor e than what they take 
out in benefits. 

well, I'd stick by i t - I wouldn ' t do it. I'd rath~r 
get - well, I mean, I - if you honestly beli eve t hat 
the Treasury' s going to lose money by it, I ' d Just 
stick by my guns, that's all. 

Well, t hat ' s certainly t he way it looks . 

Wha t? 

Now- t hat ' s the way it looks . I think the only t hing 
ror us to - t he l ast thing for us t o consider i s 
whether - i s what kind of conferences they 're going t o 
have with the President. They anticipate - t hey ' ve 
aot an agreement with t he President, apparently, that 
he will send up a s t ateaEnt to t he comnittees at the 
time the bill is introduced. 

Yes. 

Now - certa inly t he Brotherhoods are going to say that -
•'L!r. Pres i dent, you approved th1s pliUl and l'le - ws 
negotiated this plan under the Administrations of the 
man you named, using the experi ence and so forth that 
you said he had, and so we've reached an agreement and 
here we are!' 

Yes . Well, that's all right. Then - then we're going to say 
"what about the rates . • 

Yea. 

Oh, I'd st1ok it through. 
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u: Well , all right, I s tick -

a .u .Jr : \'le 1re not questioning the plan. 

r.t : What ' s that? 

n.M.Jr: Vle ' re not saying anything about the plan. All we -

M: Oh, no , we - we -

H.M.Jr : l'le don ' t want the Treasury stuck . 

~ : That's right. 

B .~ .Jr : Well , I ' d stick by , tha t ' s our j ob , t hat ' s what we're 
hired f or. 

:& : Good . llow - well, now I ' ll - then with Latimer today , 
I ' ll just - I 111 simply s tick by ~ guns and say I 
want to talk t o you when you get back, I guess . 

B.M.Jr : Yes , now, I'd l i ke - love to get on something else f or 
an instant, i f you will. 

Lt : Yes. 

B.M.Jr: And that is , when I get back the fir st t hing the 
President ' s going to ,task me is t o explain wby our 
taxes didn ' t come up to estimate . 

!.t : Yes . 

H.l.I.Jr: And - is the Treasury going t o have somethi.ng for me 
when I get back? 

W: Well , George i s working at it right along . I t hink 
we will have, yes. 

H.M.Jr: Well, now what about this story which I r ead this 
morning about Paul Ual l on that due to loopholes that 
they ' r e abl e to evade it. 

rA : Well , I haven't s een Paul Mallon ' s story, but I don 't 
t hink there's much in that . 

H.!LJr : 

1.1 : 

Well, I mean when they get the facts as to how -
evidently they v:ere able t o evade it . I s Oliphant going 
to t ake a look at it? 

Yes , be is. Be - what we have in mind is this, we're 
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going over the figures - there's some indication that 
in two or three of t he districts , Philadelphia and 
Bost on 1n particula~, t here doesn 't seem to have been 
a s much increase in the receipts as in some of t he 
other big districts and one - one notion that we have 
is whether or not we 'd better not put some people in 
those districts and see what 1 e happened up t here, in 
t he case of cash returns. 

116' 

Vlell, I want to say again t hat when I get back I've got 
to take it on the chin and I want to be - I want to 
either be able to eay here's an expl anation or admit 
that we estimated wrong. 

17ell, we 1 11 have somet hing tor you . 

Or admit t here was some method t hat these fellows were 
ab le to find to evade the tax. 

We 1ll have something f or you . We 're getting- we've 
got t he first ba tch of i nformation from the various 
collections yesterday and George is worki ng on that 
now. 

And- well, it iGn 1 t only statistical. I think tho 
General counsel's Office should get in and s ee if 
t here are any l oopholes wh ich these people were able 
t o us e. 

Do you want to talk to Herman directly? 

Sure. 

All right . 

Hello . 

Hello, Herman. 

uy best information is t his , Henry -­

Yes, 

_ that there are no material l oopholes by which t hey 
could avoid the tax legally. Now, there is a possi­
bility that 1n certain areas a lot of taxpayers ~ve 
followed the advice of tax lawyers who were Just oo 
sharp IUld who are going to get in trouble with us. 

Are going to get what! 

In trouble with us. 
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a .u.Jr : Yes . 

o: So, it's not a question of i f t hey ' ve been able t o 
avoid it. 

H. t.t .Jr: Well, Iuean -

0: The question i s -

H.M.Jr : - on what practice they followed? 

11~ 

0 : Vlell, now that ' s the reason I made the suggesti on that 
when Georg,e i dentifies the areas , Philadelphia, Boston 
and so forth, where t he percentage increase is not up 
to the country as a whole , t hen we just sweep i nto 
t hose districts a bunch of agents and find out exactly 
what they did . 

d .~ .Jr : Yes, well that sounds intellige.nt, but the point that 
I 'm eaking is this t ha t I want t he whole Treasury on 
it, working as a t eam. 

0 : Yes . 

H.M.Jr : So - and I ' m not going to open my mouth when l get 
back until I 've got something to say. 

0 : Yes. 

H. III .Jr : Which •11111 stand up. 

0 : Yes . 

I! .II.Jr: And -

0 : Well, we ' re going'over it aga in with a fine tooth comb 
but ~ informati on now is tha t t here are no material 
loopholes by which they could legally escape. Now a 
different ques tion is, have t hey followed t he advice 
of tax lawyers who are just simply t oo smart? 

H.M.Jr: And what - and what device did they u se? 

0 : What devices did they use? That ' s t he reason I ' d like 
as soon as those areas are identified to sweep in there 
a large group of agents end i dentifY ~he very devices 
they use and I think if that's done promptly enough 
there' ll be a l ot of t axpayers who might very well with­
draw t he returns a.nd f ile amended returns in order t o 
escape innocent penalties. 

H. ll.Jr: And then -
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And that could be done before the end ot t his fiscal 
yeor. 

Well , Ylhen they do that t hey should watch tor two 
t bingt . One, the name ot tho lawyer that advieedtbem 
and t he ot her the accountant . 

That ' s right. 

And then if they find there's one particular law fir m 
or one accountant firm we could get all of their 
accounts , you see7 

That 's right. 

lfhat7 

That ' s right. 

But - I mean, there's no use ki dding, I mean, until 
I 've got the answer, I'm terriblY worried about it. 

NaturallY . Everybody ' a worried about it . 

Because -

I ' d like t~ ask George now. Do t hose di fferences 
still hold up between different areas7 George says 
yes, there are material differences between areas. 
For instance, the collections are very high i n the 
Pitt sburgh area and very high - percentage increase 
is very hisb in Delaware, and t here ' s nothing like 
as high i n Boston and i n Phi l adelphia and New York . 

Yes . 

And I gues s Chicago is about average . 

Well , you take a section like Philadelphia. I don ' t 
suppose they ' ve got - in Philadel phia - e. hundred 
companies over a million dollars capital. 

'.'loll, I think thos e three citi es is wher e we pick up 
most of our money, in Philadelphin, Boston and New 
York. 

Vlell, now - the gr oup - I mean I want Helveri ng 1n on 
t his. 

Yes. 

J.nd -
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Well, could - do we have your approval now if Helvering 
agrees and so fort h to go ahead and put ~he men in there 
and look - and look i nto i t? 

Well, le~ me talk Just one mi nute again to Uagill, may 
I? 

Well, that ' s r ight. 

Hello? 

Ros? 

Yes . 

Well, what do you think? 

Well, I- I thi nk that's a good idea. 
not going to get any information as ~o 
vices they used tor some little time. 

Yes. 

Of course, you ' re 
e.:tactly what de-

The returns , I suppose, are still in the Collectors 
Offices and the agents would get them lat er after they' ve 
come down/and had another audit and so forth . -l'lere 
Well , the only way we can get t he information is to send 
men in the fiel d. 

That ' s r ight. That ' s right . 

Let ' s put it t his way. When you think that t he tlmc la 
right, send tor ~elvering and ait down with him and with 
Oliphant and Haas and work it out. 

\7ell, I 1d - it seecs to me that we might as well get to­
gether right a...ay and get our lines laid so that -

Well, will you do that tor me? 

I ' ll do that , yea . 

And- I would say as tar as the Treasury ' s - I got t wo 
problems when I come baok. I got thi s one, see? 

Yes . 
then 

And/the other one is and I want to talk to George about 
that is this quest i on of interest rate? See? 

Yes. 
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And I'll t alk to Taylor about it and I mean I want 
the figures to show what happened in the way of 
interest r ates . The way I f i gure we ' re short 300 
milli on dollars between now and June 15th and I ' ve 
got to make up my mind where I •m going to get i t 
from. But this other thing I 1ve just been t alking 
about - I think i f you could get the men together 
and lay out a campaign - and the thing that I•m 
going to do i s I 1m not going to say anything until 
I've got something which will stand up. 

Yes - yes . 

And I don • ~ think anybody 1n the Treasury ought to 
say anthing - particularly to these letter-wri ters 
or anybody. 

No, that's - that ' s absolutely right . 

I mean to any of these letter-writers or anybody; 
I don't think anybody ought to say anything ; I 1d 
much rather take the, attack; let Paul Mall on and 
Kiplinger and the r est of them attack us and keep 
quiet until we have an answer ; some kind of an 
answer. Does anybody disagree with me on that? 

No I -

What? 

Everybody agrees. 

119 

I mean everybody i s goi ng to run around and 
buttonhole everybody and try to get some kind of 
an exnlanation and I don ' t th1nk lfe ought to give 
any eXplanation until we have one that i s all right . 

Yes . Yes as you know there - t here are several 
possibl e explanations. Ah • ••• 

I •m going to be patient and I •m going to lfait until 
I've got one which - ei ther I can expl ain it or I 
can' t expla1n it. 

\'/ell we can cert ainly eliminate one or tiTO of t he 
possibilities before you get here . 

Fine. Well Lf .it i sn' t by Monday I •m just going to 
walt but I wanted to say to the whole group that I 
don ' t think we ought to give out any half-baked 
explanation until we ' ve exhaustively studied this 
tbi.ng. 
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I t hink that's absolutely r i ght. 

And that's the only thing that I was wor ried about; 
that somebody might 1n order to try to buck up the 
Treasury' s r epatation might say something wbich later 
wouldn ' t stand up. 

Well we ' ll all keep mum. 
to \'layne? 

Yes. 

Hello 

Hello Wayne . 

How are you? 

Now do you want to talk 

Vlould you and George do something for me? 

Right. 

I ' d like to have a study made. Now I read in the 
paper here; its very brief, that the City of New 
York had to pay two and nine tenths percent for 
the same money it cost them, I think, one and a 
half in September . I mean i t was just a short -
I mean the papers - the local papers aren' t very 
good, s ee? 

Yes. 

l'lhat I want is various examples to show how much 
interest rate has gone up in the last six months, 
you see? 

Six months. 

Well •..•. 

Just a chart to show ••••• • 

We11 • ••• •• 

••••• that there has been quite a fluctuation 1n 
t hat . 

Well i f you want to - go back to the f irst or July 
when they f i rst started to increase the excess 
r eserves. 

Regraded Uclassified



( 
T: 

a .u.Jr: 

T: 

a . u. Jr: 

T: 

H.M.Jr: 

T: 

H. JA .Jr: 

T: 

H.M.Jr: 

( T: 

H. I.I .Jr: 

T: 

H. !J. J r: 

T: 

H.u.Jr: 

T: 

H.!J.Jr: 

T: 

H.M.J rz 
( T: 

-15 -

He has it - George says he has it half done. 

Well good for George. 

Tbe other one you were mentioning we also have 
half done. 

What• s that? 

Ah - amount of money. 

Well I know what the amount of money i s . Its 
about 300 million. 

Ah - well we ' re - we ' re working on that . 

It may be a little more or a little less ••••• • • 

Yes. 

••••• but it' ll run around 300 million. 

Well we've - ah - we do have to go to the money -
ah - to the market between now and June; there ' s 
no questi on about it. 

Well, or course, there ' s a way that we don' t have 
to . 

Yes . 

And maybe we'll accept Mar riner ' s suggestion that 
he gave the fellows. • 

Well that t s part or the 
our working balances we either 
market or feed 1n some gold. 

That ' s right . 

Yes. 

Whe.n does Warriner get back? 

Ah - Tuesday or Wednesday. 

Of next week? 

Yes. 

but as far as 
have to go to the 
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Ah-ha - well •• • • 

Do you want him away for longer than that? 

Pardon me? 

Do you want him away for l onger than that? (Laughs) 

No I'd like him back because - ~h - ah - wben I get 
back - I mean I ' m going to look after the Treasury' s 
interest and the Federal Reserve will just have to - ah -
they ' ll have to watch me tha t ' s all. 

(Laughter by the group) 

I suspect they ' ve got a man on you now. 

What? 

I suspe~t theytve got a man on you now. 

Who i s that? 

No, I ~Yas just being imagi nary. 

Oh well they'll have to - we cl eared the decks for 
them; now they'll have to clear the decks for us 
and its been pret ty expensive too. 

Well let' s put i t this way; i ts a very deli cate 
s ituation. 

Its a what? 

Its a delicate situation. 

Ah - I don't know whether Miss Roche i s present or 
not. I could •. •..• 

No she isn't . 

Vlhat? 

She i sn ' t. 
She' s not (l aughs) well I don ' t feel quite as 
Yirtuous as I did last tall. 

(Hearty laught~r by the group) 

Wbat? 
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(Sti ll laughing) 

Well after the first time you don' t mind it as much. 
(Laughs) 

If - ah - i f you disconnect that r ecording machine 
I ' ll make one more r emark . Bello 1 

What? 

I s the machi ne still recording because I have.n ' t 
lost my sense of humor. 

Its perfectly apparent. 

No, Itm all right . This is serious business and 
we've been 1n da.mn si ght tougher spots than this. 

Right. 

But I want all the intelligence we 1ve got con­
centrated on these problems. I tll do the best I 
can with your help when I get back. 

Wel l we ' re stil l working on the other one. 

Yes . 

And - well on all the ones you've been mentioning 
here - ah - we ought to have something for you . 

Right. Now I asked George if he1d give me something. 
Its raining like hell and I can 1 t play golf so I 
don ' t care how long I talk. 

(Laughter by the group). 

Ah - do you want to t alk to GeorgeY" 

If you pl ease • 

Good morning , Mr . Secretary. 

That unemployment or re-employment r eport? 

Oh yes, I've looked tbat over •• • •• 

Yes. 
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•• •••• and I- here's about wh~t it is . They have 
ah - what appears to be very good statistics on the 
number registered in these offices . 

Yes . 

Then t hey classify them by their previous occupation; 
how long they were without a job and geographical 
classification and some other classifi cation. Ah -
the st atistics themselves I think should be put out 
as a statistical publication but what they ' ve done 
i s in the front of it put out a sales organ for the 
reemployment service. 

Yes. 

Ah - well that ' s just a matter of policy whether 
they wanted to leave that on or not. I talked to 
Lubin about it and I asked why it was held up •• •••• 

Yes • 

•••• and he hesitated for a while and then he s aid 
that the - these figures - that i t took so long 
to make the survey and the figures now a pply to 
June 301 1936 • •• •••• 

Oh for heaven's sakes • 

••• •• and they' r e making a- bringing them up to 
date as of February the 15th. 

I see. 

And will have that completed very soon. 

I see. 

And he assumed that they were going to release that. 

I see . 

So i .n view of that I thi .nk probably you' d better 
sit tight on it. 

All r i ght. What else? 
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H: I - you know, Cru. is down here. 

B. U.Jr: No. 

8: Yes, he ' s been down here for - oh, since the first of 
February or about the middle - he ' s been down here 
steady . 

H. I.I . Jr: Yes . 

H: And I've got him working on this problem or the estimates 
too. 

h . ll.Jr : Good. 
• H: I mean when you come to pick a man around the country 

he ' s probably an outs tanding one. 

H.M.Jr: Good. 

H: And - let's see if there' s anything else. On t hose re­
turns that came 1n - · those wires that Helvering received 

' yesterday -

fi .M.Jr: What did you say? 

H: On t hose wires which Helvering received yesterday -

H. loi .Jr: Yes . 

H: They show that corpor ations this year are/much l arger 
number as f or extensions . 

H. M.Jr: I see. 

H: About forty - thoufsand more than last year. I haven ' t 
been able t o figure out jus t what that means 1n terms of 
money, but - but it's - it's towards more money, you see, 
than was reported. 

H.loi.Jr: Yes . Just a minute. Ask Archie to go out and see on the 
ticker whether the Chrysler strike is off at ten o ' clock, 
will you? 

H: Yes , Let 's see. Yle ' ll have something, I think, pretty 
soon for you on the estimates. 

H.ll. Jr: I see. 

H: Crum thinks they ' re looking it over . Be says that the -
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he thinks statisticalwise it's a very good Job. Even 
when terms are results he thinks the results are well 
within t he statistical area . He said what we ' ve been 
previous that we ' d also done a good statistical Job 
and have been very lucky . But, as I feel - I feel 
pretty bad when I 1m not lucky and good at statistics 
too. (Laughs) . 

Well , is Crum on t o this - seriousness of this thing, 
I wonder if he needs any more assistance? 

Well , we ' ve given him - you mean outside? 

Well, yes . 

12f> 

II : Oh, I don ' t - he didn't ask f or any . You see, he's got 
a s taff over there - two or three people working on his 
pr oblem. 

ll . loi .Jr: 

II : 

H. M.Jr: 

H: 

H.M.Jr: 

H: 

II .W.Jr: 

H: 

II .J.I.Jr: 

H: 

I see. 

That are people t hat he ' s brought in from the outside. 

I see . 

Be can put those on if he want s to. 

All right. 

Yes. 

Well, this is about the most i mportant t hing that we 
got -

Yes. 

- we 1 r e all in it together. 

Yes. 
out -
is. 

Well, we 're just doing all we can on it to find 
if there is anything wrong, to f ind out what it 

H.M.Jr: All right, George. 

H: Do you want - who else -

H.M.Jr : Anybody want to talk t o me? 

Gas ton: Bello. 

H.M.Jr: Yes . 
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G: You were speaking about the - t hat Paul llallon thing. 

ll .II.Jr: Yes . 

G: Paul Uallon talked to me; he came 1n with that bunch 
that "hat be noticed right away was the discrepancy 
in t h e big di stricts and he ' s simply pursui~g his own 
theory there. 

H.M.Jr : Yes . What ' s that, Herbert? 

G: Well, his o~n theory was t hat there was a lot of 
evasion of the undi stributed profits tax 1n t he bi g 
districts . 

B .~ .Jr: I see . You mean under the new bill? 

G: Yes . 

H.Y.Jr: Under the 1936 bill? 

G: Yes , yes. 

B.U.Jr: Well -

G: - Ah -

U.M.Jr: I didn't consider his - considering who wrote it, I 
did not consider it unfriendly . 

G: Yes , yes. 

H.M.Jr: So, I mean -

G: I donlt think any of t his stuff has been - has been 
very »ad. Of course , they're all -

ll .Y.Jr: Well, for Paul Uallon, I thought it was surprisingly 
mild. 

0 : Yes , yes. 
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H.M.Jr: I did - my papers carry Westbrook Pegler right next t o 
it. 

0 : You what? 

B.Y. Jr: Westbrook Pegler and Paul Mallon write side by side 
down here . 

G: Oh . 
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And Pegler took another crack at it on the agents -
Internal Revenue. 

On the Internal Revenue? 

Yes . 

Well, you know that story he told was true -

Yes. 

- that story about Lee Ylood. 

I t 1.as true? 
the 

It was true according t o what I hear ! r om/Internal 
Revenue . 

Yes, well that ' s nice. 

Yes. Eccles ' has an article in Fortune. 

By himself? 

Yes . Very much along the line of his - of the state­
ment - his most recent s tatement that he gave out. 

Oh, really? 

Yes . 

Is it Just out? 

Yes , Just out yesterday. The newspapers are paying 
some attention to it . 

Well, it ' s all right by me . 

Archie ' s just handed me a bulletin from Detroit 
on the strike. It said that unanimous votes to evacuat e 
were taken at the Plymouth, Dodge truck 
Dodge Fords Plants . It is now assured, Martin said, that 
the plants will be evacuated. 

H.U.Jr: Oood. All right, the bond market will be fine today then 
tell Wayne. 

G: The bond market what? 

B. U.Jr: Tell Wayne that the bond market --

Regraded Uclassified



128 
-2)-

G: Ob the - ob, yes that the bond market will be good. 
yes . 

Yes , 

a .» .Jr : Yes. 

G: Yes . 

H.M.Jr : All right . 

0 : Anybody else now? 

H.M.Jr : No , thank you. 

0 : Yes . 

K.» .Jr : All right. 

G: Right . Goodbye. 

H.W.Jr : l:lello? 

G: Yes . 

H. JJ. Jr : I jus t wanted to make sure we had our little joke after 
Archie had the machine turned off. 

G: That ' s right . The wor s t of 1t the machine •.vas turned 
off. (Laugh~er from several voices) The best of i t. 

B. tJ .Jr : !lot the best of it? 

G: To the best of it, yes . 

R.M.Jr: All right. ( Laughs) 

G: ( Laughs) 

H. ll.Jr: Goodbye. 

G: Goodbye. 
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Excerpt !roo record or telephone conversation with 
Roswell Magill Karch 25, 19J7 a t 9 : J2 a . m. 

Roswell 
Magill : Good-morning, Henry. 

HY, Jr : Hello, Ros . 

M: Well, we had our big par~ yesterday afternoon . 

BY,Jr: Yes. 

U: And Daniel in the lion ' s den was just the 
historic parallel. 

rlli, Jr : Yes. 

!A: Well, the way it 11orked out was this . They -
the Railroads and Brotherhoods make essentially 
two propositions. First, that the plan will 
pay its ovm way ; that the r ailroadmens 1 experience 
as to age of retirement and so forth is much 
better than Mr . Ray ' s whom they characterize as 

H!J , Jr : 

II: 

HM,Jr: 

II: 

b1t, Jr: 

a young man who doesn't know his business, and 
secondly that - whether the plan is calculated 
correctly or not, whY , we can take it and like it. 
Now, on that general proposition the - Senator 
Harrison i s favorable and argued strongly for him 
all the way throughout. Mr . Daughton stood up in 
a very r emarkable manner, on our side and really 
seemed - -

I didn't get that. I'm sorry . 

I say Daughton stood up for the Treasu.ry and -
quite remarkably. He seemed to know what it was 
all about and di d a very good job. 

Yes 

And they made him mad in t he course of the meeting 
by something that Mr . Pelly said and he was sort 
of breathing fire and smoke toward the end. 

Good. If you get Daughton mad, he' s a pretty 
difficult gentleman to handle. 
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Well , he was a very usefUl customer. 

Be doesn' t get mad very often. 
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But , when we came down towa rd the end, Doughton 
suggested that we ought to put the whole t hing 
up to the President and see what he wanted to do 
about it . 

Yes . 

They were all unfavorable t o that throughout . 

Really? 

Yes 

Y.ell, that ' s a good sign. 

They didn ' t hold with that at all . 

Well, that's a good sign. 

So, they were -
was to bludgeon 
afternoon to go 
do . 

what they were trying to do 
me into agreeing yesterday 
ahead, which of course I wouldn ' t 

HLI, Jr : Yes 

HM, Jr: 

M: 

HM, Jr: 

l.t: 

So - they t ·ried to make - they tried t o get me 
to agree that future conferences wouldn 't do any 
good and we might as well go ahead and so forth , 
and I said, no I thought we ' d better go on and 
confer . So, r fm seeing Latimer this afternoop. 
I don 't know just what good it' s going to do, 
but I'm going to see him. 

Well , how is our friend, Altmeyer? 

Altmeyer kept entirely quiet . Be said not a word. 

Well , th~t wasn ' t very helpful . 

Not very helpful. I think he kind of figured 
that well , this wasn't his party and wby should 
he sti ck his neck out. Be rode back with me 
afterwards and said he thought everything had 
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been put 
but - he 
take it. 

up that could be put up and so forth, 
was in jus t sort of passi ve agr eement , I 

Yes . 

I don ' t know the - of cour se, they make the point 
al l the while that, as we expected, that they 
put t his up to the President and have t he Presi­
dent' s approval. And when I asked them whether 
or not they' d ever put the r ates up to the Presi­
dent, they say , oh no, we haven ' t gone into the 
details of it , but the President told us t o nego­
tiate with Mr . Latimer as representing t he Govern­
ment and he ' s satisfied so we - as f ar a s we can 
see, we •ve done everything we should . 

Ylell, if they have such confidence, why don ' t they -
why aren' t t hey w1111.ng t o put i t up to the Presi­
dent now? 

They don ' t wunt to bother him again w1 th the technical 
details . 

Oh. 

The Senators seem to feel pret ty str ongly on that 
point too. 

Vlell -- well , wh~re does lt stand now? 

Well , it stands now they were going to have these 
conferences an~ l e t them know next week as the 
ess ence and no bill would be introduced until then . 

I see. 

Summing i t all up, I don 't know bow wel l the Ways 
and Means Committee will stand up . Vinson ~as 
there and as Vinson would view i t , he took a more 
or less neutral position, but in f act about all 
he s aid was against us . He di d not attend the 
meeting which we held before with a few members 
of the Ways and Means Committee . 

I see. 
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And - I don ' t know why not , but he didn ' t. So, 
we got no hel p out of him . 

From \'that you tell me, you ' ve done all you can 
and that ' s all we can do in the Treasury - aft er 
all the final dec i sion r est s with Congr ess . 

VI ell, t hat 1 s the way it looks . I don ' t - I 
don 1 t know anything else we can do . I did get 
them t o agree to t his, which is a small thing, 
but we can take it for what i t 's worth . They 
all agr eed t hat the pl an should be sel f - support ing 
and that they - they further agr eed t ha t in the 
event that it appecred 1n the f uture that t he 
t hing was not self-supporting they would agr ee 
t hat the r ates should be increased t o ma~e it 
self- supporting, and by way of nailing them down 
on that I asked if they would agree t o put a 
provi si on in the bill to the effect t hat you 
should report - the Secretary of the Treasury 
should r eport in the - peri odically to Congress 
how the t hing 1'1115 coming al ong . And they agr eed 
t o t hat , which is not in t he bil l now. 

Yes . 

Now - of cour se, we cnn clitnb off if we want t o by 
saying t hat - of course, no one can tell at what 
age these men are goi ng t o retire; that the calcu­
l at ions indicat e t hat if they do retire a t an 
Lverage age of seventy the thing - t he plan will 
s t ay in t he black and that - t hey've agr eed t hat 
it should be sel f - supporting . 

Well , what do the statisticians at Soci al Securi ty 
say? 

They - they t ake a posi tlon sort of in-bet<teen . 
Their main proposition is , they don ' t - they don ' t 
they agree with us that the railroads calcul ation 
Latimer' s cal culation t ha t these men will retire 
at an average age of seventy - that t hat ' s wet 
and t hat you should use an age of about sixty­
seven and a half. However, they - their actuary 
approves t hi s so-~alled di f ferential of Latimer ' s 
which amounts t o a l ot of money and which i s money 
to be d iverted fro~ the Soci a l Securi ty taxes to 
pay for t his plan. 
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Oh. 

- Ah -

They ' re going to take Social Security money 
for t his? 

Yes , t hat 1 s what it amount s to . 

Vlell, then the other wo rkmen have to put up 
t he difference . 

That 's right . 

Oh, I wouldn' t - I wouldn ' t 
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And, of course, we- Ray tells me all along it's 
been al most impossible to pin Latimer down as 
to where t his differential comes from. I t hink 
he p~lled it out of the a ir, but Ray says there 
i sn ' t any such differential in f act; that ac t ually 
the railro~d men if they were under Social Security 
woul d pay more t han wha t they take out in benefits . 

Vlell, I'd stick by 1t - I wouldn 't do it. I'd 
rather get - well , I mean, I - if you hon estly 
believe thbt the Treesury ' s going to lose money 
by it, I ' d just stic~ by ~ guns , that's all. 

Well, that ' s certainly the way it looks . 

Yibat? 

Now - t hat ' s the way it looks . I think the only 
thing for us to - the l a st thing f or us to con­
s i der is ~hetber - i s what kind of conferences 
they ' re eoing t o have with the President . They 
anticipate - they 've got an agreement with t he 
President , apparently , that he will send up a 
statement to the committees at the time the bill 
i s introduced . 

Yes . 

Now - certainly the Brotherhoods are going t o say 
t hat - "IAr . President , you approved this plan and 
we - we negotiated this plan under the Ad111inistr at1ons 
of t he man you named, using the experience and so 
forth t hat you said he had, and so we 've reached 
an agreement and here we are" . 
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Yes . Well , that's all right . Then- then 
we 're going to s ay "What about t he rates?" 

Yes . 

on, I'd stick ~t through. 

Well , ·all right, I stick -

We ' re not questioning the plan. 

What 's that? 

We're not saying anything about the plan. All 
we -

Oh, no, we - we -

\'le don ' t want t he Treasury stuck. 

That's right . 

Well , I ' d stick by , that ' s our job , t hat ' s what 
we 1r e hired f or. 

Good- Now - well , now I ' ll - then with Latimer 
today , I'll just - I ' ll simply stick by my guns and 
say I want to talk to you when you get back, I 
guess . 

Yes, now, I 'd like - l ove to get on soaethi.ng else 
for an instant, if you will. 

Yes 

* * * * * * * 
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( S":C'l'ION ON!':) 
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!'RO!: cy~AN. 

~~ench1fontinued to obtain sterling and some dollars 

on an exchanse market the t was active but without big turn­

over . Belsa r emains weak. Guaranty and Lazard are st i ll 

f'inancin~; gol d e;cports from Antwerp to Ne·.• York , r ren ch 

rentes slightly better and general ~arket atmosphere fair­

ly good as ~aster holidays and Parliamentary adjournment 

approach, Bank of France statement as of March 19 showed 

no changes in gold stock or in advances to the Government . 

\'lith discounts and circulation down coverase (*) ~ 54. 57 

t o 5s.oa . 
?tnaDcial editor of J Oiml:r.P. II'DUSTRI"I':LL~ Paris wrote 

today i~ part: 

"Our stabilization fu:td has recovered in a short tlme 

an important (*) of exchange that is to say, of metal. This 

recovery has resulted from a psychological as well as a 

technical 
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technical reaction produced by the loan with guaranteed 

exchans e opinions i n the United States cabled t o London 

yesterday poi nted out ('1'.!-JD S":CTIOIT ON'I':) 

WILSON 

M : CSB 

(* ) Apparent omissi ons . 
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410, !larch 25, 5 p , m, (S"'CTIOI! TWO) 

t hat '7all Street weakened in part at the beginning of the 

week u~der pressure of continental sales . It is l i kely 

that these sales emanated from the French portfolio wht.ch 

chose t o realize very large profits on American bonds in 

order to auply them to a loan whose payment is guaranteed 

in dollars. 

Repatriation of French capital from t!ew York to Paris 

has therefore resulted . At Paris liquidation of English 

securitie s resulted in the entry of funds from the London 

oarket . It is therefore necessary that from now on this 

capital definitely become rooted in our market . 

The tripartite pact is not only a material guarantee 

that the f ranc market will be more easily defendable from 

the technical point of view but also a sort of moral assur­

ance which comes fran a collaboration on equal footing 

between the French stabilization fund and the two most 

powerful funds in the world, But in spite of these advan­

tages it remains for us to assume our own defense 

conjointly 
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co-jointly with the action of London and New York . These 

two centers cannot prevent French ceremonials f r om choosing 

to return to Parts or to leave again for !lew York . 

Therefore for the proper functioning of the tripartite 

?Bet the two prtmary conditions are essential; financial 

o:tu1libriwn and protection o! capital" . 

Press reports that at meeting of Swiss Association 

WILSON 

CSB 
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of Accountants a t Geneva last week Presi dent Bachmann of 

Swiss :•ational Bank talked or. capital eJCports . The speaker 

r eviewin;; the history of 31'11tzerland 1 s international 

r elati ons in the cap ital market analyzed the part played 

by the banlcs and stressed the grea t impor·tan ce attached by 

the )'• tional Bank to Switzerland ' s international i nvest­

ments and the eJCtent to which this problem came wi thin ite 

province . After demonstratinG tha t Switzerland was one of 

t he coun~ries that had to i j ve st their surplus capital 

abroad he discussed the r esultant advantages and di sadvan­

taees . At present capital eJCports wer e taki ng the form 

of purchases of s ecurities o!" fore i gn s tock e JC change in 

the absence of international issues on the Swiss market . 

With a view to "canali zation" of these eJCports it was now 

proposed that t rades foreign securi ties should be intro­

duced on the Swiss stock exchanges . A Stock ~JC change 

Cor~ission would be created whose task i t would be to 

select; 
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select the new securities to be introduced and to advise 

the i nvesting public . At the same time the Swiss National 

Bank must have the right of opprovi ng or vetoing the intro­

ductio~ of the various secur ities from the point of view 

of L.s 0\9n monetary and exchange policy. (":ND illr.SSAG"-) 

1'/ILSON 

csa 
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Secretary of State, 

'.'la shington, D. C. ---172, L.arch 25, 9 p .m. 

Gray 

LO!r.xlN 

Dated March 25, 1937 

Rec 'd 8 p . m. 

FC.R TR""ASURY FRO!I BU.t'r""FI'/ORTH. 

I~ the course of a lu~cheon conversa t ion with Clay, 

"'co.,o··!c ,~dviser to the Bank of "'ngland, I received t he 

very definite impression t hat 1n the circumstances the 

Ba~< of ~ngland regarded a r i se tn long t erm interest rates 
(and? ) 

as bot h i nevitable ~desirable and expected Government 

securitie s to bear a rate of inter est nearer three and 

o~c hal f than three per cent i n t he ensuing months . 

I~ t his connection, Cl ay mentioned that the f orces 

wor'·l-6 towar d higher inter es t r a t es h.ad been maki ng 

thenselvos felt for some time and that t her ef or e it ~as 

mi slea1tng to stre ss the abruptness or the ad justment 

occaslo~ed by t he public r eaction to Chamberlain' s armamert 

a~7our cement. The banks which had made practical ly no 

purchas es of l ong dated r.ovornmont securities during the 

l ast year would , given the rising trend of advances, have 

t o llspose of about 100, 000,000 pounds or Government 

securit i es during the current year . 

Cl ay t ook the view t hat a moderate r ise would not 

have a~ adverse effect on normal business and industrial 
activity 
f \\.t coP'( J 
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activity but it would gradually have a dampening effect 

o~ building; this Clay welcom&d since i t would tend to 

pr event an abrupt decline i n the future , the peak of the 

buildi~S boom being well past. 

Clay said t hat he had been informed that r ecent 

weakness in American Government bonds was mainly due 

to tech~ical causes; he could not but believe t hat the 

forces oaking for higher i nteres t rates would in due 

course .nake themselves f el t i n the United States as well; 

that given the control which t he Amer i can authorities had 

1t was ent i r ely possible for them to preserve the present 

i nt erest levels but a rigi d preservat i on of a cheap money 

~olicy in s uch circumstances would in hi s opinion run 

cou· ~er to a policy of checl<ing inflationary i nfluences . 

~ I~ the course of a di scussion of t he prospects or en 

~I in~lattonary boom, Clay said that several thoughtful 

conti~ehtels hed i nqui red whe ther any considerati on had 

been 0i ven in London t o tho possibility of using e 

reduction in the price of gold es en instrument of 

control. He said i n feet t here had been some inforltlel 

consi deration of it here and he wondered whether similarly 

i t had been considered in ·.vashington for, of course, 

under the tripartite monetary a rrangement no action 

could be taken individually . Clay said personally he 

thought the possi bility or say a f ive per cent r eduction 

1~ t he value of gold deserved s er i ous cons ideration. In\ 

the first 
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th 1 f irst place, 1t was har~ to believe that Great Britain 

and the United States would continue indefinitely to absorb 

the world ' s now enormous gold production whi ch was in­

croaoing all the time and that a five per cent reduction 

1i1 .>r ice would no doubt be a salutary check to the gold 

bo01. Secondly, it should be e check to the type of boom 

actlvitr nhi ch might need such attenti on; it wae, of cour3e 

difr1cult to pr ejudge the ef f ect any such action would 

have for the whole world had become slump and boom con-

scious and nearly everyone was attempting to beat the 

mark<' t in one way or another with the resul t that fluctua·· 

tionn occasioned by actions or events were accentuated; it 

\Y89 therefor e possible to enr, ineer a depression in attempt. ­

ing to avoid a boom . Clay said that for this reason he 

mentioned a r educti on by such a moderate amount as fiv~ 
per cone . 

s ·s 

• 
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Secre tary of State 

Washington 

413, l~a,rch 26, 1 p .m. 

?RO!; coc-r!RMr. 

GRAY 

Paris 

Da ted March 26, 19 37 

Rec'd 9 : 25 a.m . 

148 

"lith half holiday this afternoon and only unoffi cial 

trading between banks this forenoo; turnover i n foreign 

exchauve very li&ht . Market under stands Fr ench Tr ea sur y 

ia operatin g through t he Banque de L ' Union Parisienne 

and Banque Tr ans11t1anttque to buy a t di scount of 24 franca 

per t~ousand t h9 nat ional defense bonds whi ch some sub­

acr ibors are no t able to Cillance . 

Paris f1nanc1al and 11arket review LA SITUATION today 

says in part : 

"The Bours e suffer ed at the beginning of t he week 

a teclmical r eaction whi ch hod the doubl e ef fec t of 

ea~ing t he topheavy specul at i ve position and of bringing 

baclt t he market to mqre moderate l evel. 

l!oreover, an impartial e xaminat i on shows that fears 

to which this downward Movement has g i ven rise were un­

jus t i fied or.exaggerated . An upswing of th~frket seems 

ther efore reasonable to the extent that the capi t al drained 

by t he l oan of 8 billion will be thrown back into circulation • 

• However , 
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How ever, actual conditions in France-and notably 

the maintenance of the Popular Front Government supported 

by the Communists-are not or a nature to favor the return 

of confidence to capitalists and must aga in cause capital 

to seel: "refuge securities " . After the s etback of this 

week '"" beli eve therefore that it is to the interest of 

available caoital to take advantage of the r eal "bargains" . 
offered a~ongst the raw material securities and gold 

Mine s" . 

WILSON 

CSB 

·' . . ' ' 
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In reply refer to 
FE 893.51/6339 

CONFIDENTIAL 

DEPARTMENT OF STATE 

WASHINGTON 

l:&rcb 26, 1937 

The Secretary ot State presents his compliments to 

the Honorable the Secretary ot the Treasury and, with 

reference to this Department ' s letter ot Karch 24, 1937, 

and to previous correspondence in regard to matters relat­

ing to the financial and economic situation in China , en­

closes, for the information or the Secretary ot the 

Treasury , a copy of telegram No. 133 of UArch 24, 3 p .m., 

trom the American Embassy at Nanki ng. 

Enclosure : 
From Embassy Nanking 
No. 133, March 24, 3 p .m. 

.-
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Se cre tary of State 

';lashing ton 

Nanking via !' .R. 

Dated March 24 , 1937 

Roc'd 9:15a . m. 

133, !.lareh 24, 3 p .m. (5.":CTION ONF.) 

"Y 127, ~arch 22, 11 o. . m. 

One . Kung and Admiral ChaT' , !Hnister of the Intel'ior, 

:u·o 1 eav .. ng for London April 2 and Quo Tat Chi has been 

apt.olnted "e Jt officio deputy env?y". #a;!t:;:;~~ t';1a;t­
o!f1c ia1 of the Mi n istry o f Finance (1 ) Chiang Kai Shek 

ttU1 !l.OJnlnally head the Finance 111nistry as acting !11nl3tC' 

dul'tn{\ rung Is absence ( 2) i::' T . ,, . So:>nE; t;oes to London 

he will not accompany t he envoys (3) l'P~orts that Tsai 

~ce ?ei, Director of the Central Bank or Chirra , will 

acco , psey Kung and ,Chen are merely "rumors" . (S ~CTIOII TI'O 

JOHNSON 

RR :W"/0 

! 51 
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;lect•etury of State 

"lashing ton 

Nanking via N. R. 

Dated March 24, 1937 

Rec ' d 11:05 a . m. 

133, ~•arch 24 , 3 p .m. (S~CTION 'lWO) 

Tno . I nformant also stated that while financial 

co,vcr ~,tions ~uld be held in London the r e sult would 

! 52 

proha.r :_, be t":-.t China wonld merely r e ceive large credits 

and a quar.t ity o f "war junJ·" as in the case of the Stno­

Cerman <) a rter trude Agreement of May, 1936, which h ad 

t•esnlted l.r. t he dumping u >On Chinese by Germany of con ­

co:1~ Hlerab le ar:aounts of old and "r ejc!' ted'' machine g uns, 

a r t illery , et cetera . Admiral Chen , re ~aid , mi ght return 

wit~ a worn out British b~ttleship to a dd to the Chinese 

tavy :: .. t l ittle usefU l flnar:cial assistance was expected 

fr om the Britis h . 

Three. ay mail to Pei~1 ns , Shanghai, Tolcyo , London. 

JOHliSON 

CSB ~ /. : : "' 
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TREASURY DEPARTMENT 

HIAOOUARTER8 
WASHINGTON 

26 ll&rch. 19}7 

!'rom: S~nt, Shanch&i, China. 
To Sec r etary of t he Trea sury. 

lleeaage fr~ Nlcholeon. 
Regulat ion• f or organizati on or Central Reaerve Bank were 

approved !.larch 24th b;y Central Political Council in meettnc at Nanking. 
Council baa adopted Cent ral Reserve Bank plan. J'inal deta1lo t o ba 
cocpleted obortly b;y Leglolative Tuan and plan thereu~n to be placed 
In effect . Plan tll.ncl.noent&ll;y similar t o t hat prepar.-1 by expert 
co=lttee laot year of • hich you were informed •J .• tlle time and coploo 
o• ~hich were .u~itted wi th our let ter of !'ebra&r7 ~bb with certain 
propoaed ..,endment o. Their report baa be ell> atucU.~~· by tloverncent cozo­
altteeo 1n Nanking and r.,. l aed dr•ft• pr~~.or whlc~-we wer e kept 
Informed. .UthOU«h that finally a pproved 1!91" ;yet ~Tatlable underotand 
pr incipal c~eo are firet,not including ;overnRr and de~y governor, 
three d i rectors will be a ppointe:! by go"8rnment,' three , ..,h by banlco 
(or bonds) ohareholdero i nat ead of one , four and four\ respect1vely. In 

' ~:enere.l •oce• hat mor e COT&rDment participation thAd expert cOCDittee 
rec~ende~ . S!cond,no~l working =in~ reoerve againet 1aaue an4 
other de=and llab l l ltleo }5 Instead of~ with lowered allowed licit 
25 lutead of ~. Third, central ilat lon of rooerveo and note looueo 
expectPd to take place ooon thereby elvin« new lnotltution aubetantial 
control bowe•er period !or aubst itutine n.,. note1 ror other noteo four 
yeare ln• tead of el~hteeo monthe in view of practle~l di!ficultieo . . 

Understand cont1dent1all;y h.ra>ero BoAk man&«ement cban«ed whleh 
will give effec t ive cont rol to f inance m1n1otr;y. Have obtained con­
fidentially follo~lnc eotimatee 1n cilli one of Chineae dollara: Tota l 
note 1eaue approximately 1616 Includ i ng Caoton a o of !ebruary 27 and 
192 million note loaue of larmera Bank, Z.timated other net e1gbt 
lia billtiea new Reoervo Bank. 4oo, 1ncludinc 200 reo erve depooito, t otal 
oleht llabil itieo 2016. Caoh reoerve 1--ollvor token at 45 cento . 573 
or over 35~ of noteo; 2--gold and f orei.., e~ }2}. Total ootl&ated 
reserve of new lnotitution baaed on !'ebruarr 27 fl«<re• 896 or about 
45~. lleaoure requ1rea now inotitution t o otabilhe exchance value of curre!IC7 

IWt arrect currency baolo . Infol'1)84 financial circ l " feel new measure moot im-
portant conetruct1Y8 atop toward maintalnln« oolid moneta ry oituatlon. 
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MOO'''P'P ma m lJLP• 
Qfptp• tapE p. 

llr • .Al.W.,W o• 11 ..S to _, tlla\ bh .Aota17 bod n porW to 
Ida that. altor eoofereuo wUb llr. CU.., tha .lotauT t ar t11a lleUH­••t !loud, bo~ - acreo4 tbat \b-. wu .., O't'i.dMioe to .-. _, 
\&JIIibl• .urr....._tt.al 1a ta..v or tM ra1lroed ~· prior to u.. 
you 1980. llr. AltaoTer M1.4 tllat 1a hia op1111oe, tberetore, llr. 
Latl:.u' • oo .. t..,Uon tor a d1ttue11U.~ of . ~3 percent or the reUro..s 
pq!'Olle we a rl tllout t oUDC!atloo aod, 0 11 thh baala alo~~e, bit talt tllat 
the pr eeent tax rate ot 7 porO«lt • lu>U1d be r e teln..S b7 all -• 
11"ce lir . Lst.l.aal•' a oaloulAUOIUI •bowed that 011 bla OWD - ptlooo 
a lnl>l rat<> ot 7.ll peroent t'Ould be reouir..S to ~1 ~ m lroe4 
bue!1 te. 

llr • .Ut.qw aiel tlatbltr that bio .Ao~ wu oUll ot tlla 
op1111oe that \be •"""P r<>tirMct ..- U...S b7 llr. LaU.u wu­
aollllcl ond, benee, bit aa oWl or ~ rlew that • t&x of Si to 9 
;>eroent or \be ralll'ocd ~J"''ll would be requiro4 ~ pq tha ~rite. 

In rlew or hh AoW&17' a at.<ta:oat on the d.l.rterentlal, lolr. 
Altaeyer aaid tllat Sooial IIM\Irit;:r •• » lo111ar att'eoted b7 tblt rell­
road rour ... ..,t pro!P'M, but tbet be hoped the '!'Nuul7 IIO'..Ud uiataJ.a 
ito Q;pre .. ..s poal\1• a1a .. be bated to - tba Go••• nell\ rel cled tor 
110n117 1a tbla WIF• Bo oolcl hie .Aotuaey aaicl \holt 1t .,... t;U1 te poool­
bl e \holt tblt nu 11111 nu.r-t t'CIIId -u be 1a tM red 1D • l U\le 
o ... r tiD yee.ra. 

I to1cl llr • .AlW.,W I would &iw the i ato,...\1011 to tbe s.­
\ol'7 011 Mollclq, ...s that ba aiabt oall Ilia ., tllat u.. 

JU 
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TREASURY DEPARTMENT JSI 
INTO O"'C& COMMU N ICATION 

...... llarch ~6, 19)7 

TO Secretory Yorgenthau 

Mr. Magill 

I bevo been receiving regular aemi-'O!ee.ltly reports f roa our 

co::::nl. tt.ee on Inter nal Revenue foras . The eo!llrl tt.ea l:rls not I'UI 

yet aacle any final report but 1 ts preliminary recOIIIllendstl.ons 

include the ell.mint.tion of somo of the deWlled itens on tho 

return • bl.ch the committee rcsnrda ca unncceasar,Y; provision 

for the uso of the simpl er incowc tax r e turn No . 1040A by e 

l.rger nunot-er of trucpl'lyers ; 8lld a simpler method of cocputs­

Uon of the earned income credits , rbl.oh seems to be t.>oe ite:n 

tbnt 'ctutlly oeuses tl:rl moet diffioul ty at prosent. 

ilr. Geston has a un rorlting on " revision of tlvl ins true-

tiona on the for:>. Tim aen deai(;Nltod by lolr. hgoner of tbe 

Und~~ood-Elliot-Fisber Co!ilptmy aro 'orki.ng indcpendenUy uPOn 

the a1~apl1fioetion of the for !il . 

I shall r epor t to you t••ica n 'eek on the subject as you 

rltt'\u~sted ear l i er. I think "'e ought to have aoroething pr et ty 

defl.ni te •or ked out in enother t .. o r.eeka . 
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When Bewley culled on me ~ot ::leu Islund 1 Murch ~%· 
I t old him th<. t I h<.d cert<dn thoughts i n my mi t\d wblc ood not 
ye t crystullized und t hb t I might , before he went buck home, 
w;.u t him to tuke u message buck . One wus the question of the 
possibi l ity of dropping the price of gold . Thut I did not 
r~el th;. t t here wr. s Wlythln g iu the Tripttrtite ngreement which 
c~lleo on us to consult wi t h our purtners in r egurd to dropping 
tne pric e of gold , but I felt th<.t if u ny member of the Tri­
p~rtitc ngree=ent wa s considering dropping the price of gold 
t!l..t VIC s ho..Uc! consult 10ith one ~o.nother. Furthermore, thut 
tne only re~:. son that any country wo uld wo nt to drop t he price 
o!' gold v.ould be because their i n t crool price level was rising 
t oo r upi dly und t~t thttt country wa s gettin g out of equilibrium 
v1tth the rest of the world . 

Bewley d i d not reuct f uvorubly to this suggestion, a nd 
I t nen told him t hut I fel t thut the shoe would pi nch in 
Ellt:l~:.z,d before we would feel it here, und thut , therefore, I 
belle vcd thut Englbnd wo uld gr t.b &t my suggestion. I did 110t 
tell him, tt lthougil I knew 1t t. t the time , toot Cluy had a l r eudy 
~oo.~nded o .J t Butterworth o n this s ubject. 

I tnen gave h1m unother ideu which I huve been thltlkiug 
.he 1t u.:d I told h1m that 1 t s eems us though RCJssia wus selling 
~old t n t r.creusing quuntitics u t this t ime i n order to use the 
oouey to buy war mc.t erials . Thut I t<<- S thi t.king l>loug the 
followt~og l i ues, nWDely : t hbt we shoul d o nly buy gold i n the 
f .-t.uoe from designat ed ugeots of Governments 1 s uch as central 
b .. wls . He immediately s oupped back u t me, ·•V.ould this not 
ce<.n " slowing up of free exctu.nge of gold i n t he world?" I 
s .. id, .• ot necessurily, but it would permit us to find o ut t he 
or ! gi n of the gold E>.nd then ulso the d isposition !llhde of the 
mouey r eceived for the s~le of the gold . I suid, Using Russi~> 
..s uu example, if we i nsisted t hu t we only would buy gold 1f 
t ne hussiun ~tute Bunk would sell it direct~y to us and then 
deposit the money r eceived for it with the Feder&l Reserve , 
us otner voveruments do , we would tu.ve some knol'lledge of the 
..tse t o which this money wus put . I went on further und tulked 
ubout the possibili ty of wur und the use of mouey for buying 
wur mu t eriuls by certa i n countries seizing securities of their 
'"' t i ol,uls i n this country . 
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' ' He then told me tha.t the British High \;ommission during 
the Voor ld Wur ''borrowed" the .. merican sec: uri ties hel d by 
l::h&lishmen in this countr y and used these securiti es as collat erul 
~gt. lllS t lor.rts from .. merica.n banks . 

I emphasized to Bewley that these were simply ideas th~t 
I h..c lr, my mit•d c.nd that they hlod not sufficiently c:ryst<.llized 
.,.,,d th~t I did not wa.n t h.tm to pass them blong to his Government . 

I suid to Bewley i n connection with hot money tb&.t we 
o:.ly 1IOJ.ld buy th:.t gold which could be identified c.s being used 
1•• le&1 tiau.te ctu.nnels of tr~>de. This seemed to ala.rm him pa.r­
tlc.:J.~rly becc.use be s"id, "For eX&.lllple, our insurGDce compnnies 
dolr~ bJ.si ness i n the United States have l&rge sums to i nvest. 
If your pl11n went into effect, it would keep them from doing so. ·' 
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). !MM --'lou 11114 U.. efflet$1 11M -ffioll!l. at&t-h 
la.,... 1a ee\1oa tlw!NriUl ...,..... _,., atrU.iaclT \e eoatlno 
tbe w16el.T 01,_,,.,.,. •.a4 cz: 11 'I"'C17 I.JIIl-Ual pndieUou -' 
v..Jor 1 .. .r.. a. ~. I• a~·' .. uuet •lll,.,. .AlMM 1a :a.u.,• 
hnet ill 1'8llftar7 1937, ~ ..,._. ~ t.bat, t.lte v-. laaYllle 
b .. ll prl..t, tile AAIWUa\raUoa •• P"PI'l"84 t o take atrlllpat\7 
reetr10U vw ...........,.., to preveat u I.JIIlaUolltlr7 ~ a114 U..t ..a 
Mt.awaa .,... s...u.t. Wloet.llu ..a -- -.a-A or fall ... 
that b , w:l:leu..t> tlle aoa., ...,.I<Aih ,.,.,,. • ...rtlcl•tlT Ue~tteMA \e 
iliaoO'III'aiW a~ or •....,tlaer utlatloa t"k heU, a r1 .. ill J.at ..,.n 
nate a ,... 1uort \ ule. -•t ~lle 'lllter,.,'\Coa II)• llr. liMlM , 
~~. l'al lot~te, ~..S other . ol::dnh~raUoa ottlolalo, laU•tl"'C Ulat a 
Uaor4&rl.l' """• ~\ M U.l-t , lllllnhe ~~p,_ad te .,,.ru.. the 
.,..... of ~r .lJit:8e and hh t ollnue. 

lt. !be .. .,u.eaa aet~lT h ba -.,,. le.tl~ .. u.. sa-net _, 
ooan.l\1\Jlh wbou to......_.h of iatarea\ ,.. ,,.. are ouet ...,. • ..,..._ 
Dical OOIUI! .. t-ot \ ,..na . Poll, )(lp &ad r.ldnlleJ', rae •• t n nuple, Ull 

a aon.,...~NJ~plT ..,."'"'• u a tor-at eJ' '!If ))t"<I•PHUTa boaol Thlb, 
&&nh of t he "-otlon. h.X.. l><id tbe etrM\ of ,....ol.\~111~; t.1uo ._,.,.,... 
1NpJ>l1' .. uv.• or i!>t 1oaat of preYil!lUJijlf t'llrtbel' aer•on l .a 1t, 
~ood)'• a lt"teat~at Cer vl c•, which ~~ conelct•Dt lT boca ~•t $p\ l­
•latlo re,.,.et i n$ t.t~erau boad pn.,.o, baA•• 1h r • ..-oh •-' 
llll't;lllT u~• tiDe aet YOl-.- "f 'Wlilol!'t'lt1l'e4 ._,k resorvea. ftae II'Olil 
a l erll h atln pro«PU~., 117 r ·-Yllll! the lor>;ea\ - af .. WUM'll. 
lw\lr r .. erna, ella\rultecl ~- ani-' \eohalo-.1 fM •.# ~ tn fUr­
t~ rloea 1a ~e;raee boac! nu.,. •• ., .. I!Oie<'l:r' . """Sa· 

S. 1.- •• O<>tiPAAlaa aad e \bllr llor.arh•" aoa-H."'Ir1nr. lftot l ­
ntlnao.l lnYH~ors, u - 11 ,.. """'<a, ...... ri:&U\7 ~r~A, i .ft t» 
1t<:lat ., t b-9 un-· -· c:t\eol ...... ,. ,.. .. . •dt-de-· et rUoa, 
1a effeol , '10 f'!IZ .,. f nall l~t.,.. laTeot•ato are oo-• -
lllltll .., ... .p~~e:ro-a J1.alcla "'-- e'itlllMble. nq .....U4 - aeUai"'C 
la the 1 'late d t.&Uoa Uoa\ wu • k1"« tor 1- lat-\ "" ' "• 
11h1h all tlae iatlu- altet 1a \N r.,..~.a« IIPPMJ"HH '" be ~ 
for b.lalwor latllJ'aa\ nt•• · !be ..... _, at Ma4 Tlelola 1Ja !'*ClaM, 
1lb.oft Uoa llrit1* Ceaaela lid. ... u...._ 1a ,.,.s .. tiPoa a 2 .95 to • ).116 
llaoia IDe\- tap\_..... It, 19)6 all4 ft~ 25, 19)7 (oa NN* 25, 
19.37, the ..._ .. ..,.. ),21), pi'OTlUI. abu;r •11'1'11 ftl>!'llrl fer \lM poel­
tloa •f ..- lana\er e, 4eapUe \ be t u ..,.. ,.,..,.. ... 0\llf!a of tbe 
r-••rr • •-a\ l'D Great a-ttala """'.baJ' aew _, preguo. 

6, ot all the f acta" , ))ll7 .. let:iea1 11M et!Mil', tllll\ loaw beea 
opentille 1a .._, .... a \a liMa\ 1Jahreet r At ae, \lM --'h•• ef tlM 

-·- n \llllrtt laa, 1ft • oplaln . a ft '- \N •n pe'-'· tM 
,..,.,.....,. ,.u ehr111utbll pt"aCC'&a 11M \N efflalel r rr a'fW 
•bat ...,.. -til aet, lilT ttn _,""• a Te aer\eil Upreaille ettee\e 
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) ..... '-" .......... - l/171rr- It 

•• .... ,_ 1111 ,.._, • ...-1 ........... ..n.4-
...,..SallT PI II l tan- .... Ule .... fft'tt ...... 'I M ef 
\lie ~ '"' ae ...tel 111taa "- "" ,.._ --.. t111e Nlet..r 
.r ,._ .. ....s-- ......... ...,... ....... fetk '-Ilia &a 
.,.. _,.., J'll'et, tWI' -* ,.., a us - r1tuet ~ wt.Wm uh 
at'-' a'...,, sua 11ht "..t Ule tau set re-•• ~rs-
-" .,, tJist7 ...... n&•\st .... ...,., 6slr - a- ;a rs-

• '!'59 

.u~•••-hiJ .............................. 10, 
11. ,., 2h, ,.., Jettt our 1¢er ......a ••••••• u.tr ""1dbp at 
~1 oUS«aUou ~ ~ atw-. $1U a&Ut-. UMl $C3 lll1ltosu, 
rutpoetlftln u4 U..l• ""1tl ... et ~ e'IIUcau ... a llarsh 211 
,... -nor 'II)' too lllUlae .._a 1a1:111 1?36• A~ ,.r\ et 
\Ide ,.....u. deUtlsu \sok U.. t.N of al--e ponteu ef u.tr 
'lllll bel41np "' N? oft. , IbM,_ feft: h \M prt..JT _.,.­
a\ ot Ute Ullit.ot natee, U.e ....ute\1,. ott11\e.,... l ew Toft: Ol\7 
'lllakt .,, \lie l-eo la rem •• I'&C'd-h ce tu \!t -.ple'• Ule 

-· 111-· lll •"-'- ...,..., ...... -'· ·~ Qe lal\sr, 
- · at 1....,&, ef Ule ,....t -b 11 1e Oe 'lloat .,....., 

1l 

••N\c tf I zt tw '" ia 11\crut nW 

1. 14M-... •••. ,, 
lbee -.. ,..,. __ •f 193) ........ ,.... '!Ieee "" "" ..... , 

.._ll•os la tile ..,._, t.r ~\s'l'll ooue: stu. !'lae 6Ml.t. 
'lie'- 1huoihr I , 1')6 ... ,.... 22, 19:57, lleuc;:w, -. Ule •-' 
'P•-•ut d-. ""• ,.._,Uc ... twa eo of 20.7 pena\ b 
U.. nwrep Ttalt e'lltataallli • ,_,..._ Ocvc; ' • · .._ ta • 
'lluk 'IleUM¥ atch ef ,._, -.nil 19)), • .......,.. Ttoll. • 
leiiC'-\sN ~\1 l-eet ~ ealy 1J,J pe.-&, !be~ la 
\he holl ef 1''' retset tile ave:;ce Ttal• 'liT 111.11 JOI'CAll ._. ef 
Ulu late -r p4 tall of 19:511, '117 16.6 1111"00"'' M4 Ul&t ef \lie 
- ,..Set et lffl, 'II)' 10 . 5 ,.r::e\ - all ea \tw 'llutu of \lie 
1 :tie~ PP II "?II llicll-, 

'file ....... Ttal•" ~-lei& \I Of ~~A 
,.,_, a ..... U, Hl7 MF M a ....... eUb \lie ,_ 
et 2.22 •• ' o'll\s•ahc • Dll nhr 1 , 19"· 2.\2 ,_. 
_, e\W.;':.:,:•s¢:r I, 1'" (,fN\ prter \1 \lie 
_. , ,.. nee), _. a.p ,_,., "'-'••• 
- ...... "· 19"· ................... .... 
Jlell a leslt-._ ts•w nbllu nnaUet .U U..,... 
... t \celt .~ ...... ..........,. 19)1 •• 
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•· I !ft . 

1\ ll odc~U"-' ... , \lie 1~•'-'- llliWJ •• 
... ult • lw Ulle ... u .. tar 'lle\MI' .... \be •e41-
\.nt ..... «a. a. )'te14 • - ~·'-'- 1e-, tw 
......,,.., t.he 3-'f/IU.. ef 1955-60, ~ ... b)- al7 , ,5 
~\ .. ...._ Dll .. ll' I at._,. 22, u ......... ..t• 
t.he 20, T Jl«'""l•• •-• lll \M wecos..,. )'tel4 .t all 

lftc-'-mt Oe••• ·-· 
2, B' • bed' MfttDH )pp'• 

!be ,.tel4 e'IIM.l .. 'llle ew - atMoce of I&~ eol'pOre\e 
'teMe ..... '"- ) oOT \e ) . 111 p-t 'lie'- Dnu\n « •• ....,.. 22 , 
.. ..,_cot 11.1 Jl«'""l••· OU' ••~ ef Ide~ ·~ra\ee h .... ....,....u • ..t\lt. \kelt.............. . ....... ... 
2:t7/lt:ae, "- .t\1& ou •••...,. of ell 1-c-\- ~RI'7 ...., .... , 
\ttnM \lie lat'- lM~ a t II' af-..... ef ..u-tdll .akri\70 

-~•.tat \ba .. ,.._\e'lleloh -Wwdla_.l..__wf~ 
1-.r awtvl\7. 

~ IIWfwlk _, "**'- IJte of 1996 la.llnaM4 lw 
:rt•l4 two. ) .111 .. ,,.., ,._, .... ,_ ,. .... ' -
llueb 22: \l&e P-qt'¥11111w II) •• ef 1!)60, tra J ,04 \e 
)•50 p-\f \lie 14l- lllWJt!Ple lllllalMUiC af lote\011 
J '• of 1!165, ,_ ).OJ \o ),J? par-\, 

] , ""' .. 
lletlllle ... u- 11aw w.- 11U. lw \lie p!Pl-of ' '*'* ....... .. 

bel 'oMe. '1M ,talA*" U. lfw toft 1\a\e II•• of 1~ ....._ ... '"-
2.111 \a 2, 19 JIO-\ 'llet- 11 tIP I ... lluab 22t \lie Jiel4 .. law 

lo111 ctv IJ•• d 1910, t'NII ).02 \e } . !!() """'"'· 

!t. """'r=\m' •)lka\''1' 

~'lletabUal ...... , 1ft ,-iw14a ""'" ~- p1aow -. &11 ol&a•H 
or al10r\-twra ebUco.Uoee. '!'be 71•111 •• \ lie ':'NAIIIU7' 1.-J/S PI'_, 
1110\we, .:U hwe 15, 19111, re" no- 1.00 1o 1.!:4 P•-' 'lle\­
Daelllll~ s .ul llwrU 22t \hat Ml 90-•'JIQI' klllten° MWIP'-• '"- .22 
\e , 117 ~\1 \loa\ .. law Taft N•' 1 11\ te af 1,39 ,._ l,OS ' \e 
1.~ parsat1 ...,t \ha *''"'..,.. 41-' .,. 2..,_., n .. ,.,. '111Ue 

...... - ..... ··~ -· ..... ...... taw ·09 .. ·Tl ,._,, 
ftle ra\a .. IJ-4 -·~ prhe reta1 ..... I IM'l a\ •1'5 ptii'TI ' 
•U1 llareh 2), ... .._ l\ •• Nl ... \o 1 p-\. 
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Ul 

the _, ..., la- lJI ell ., • .,.., ot la\ene\ ,..,., _, 

- OC>Ml~}¥ .. ,. U.. a_.. 1-• L• \be •'"' ot 'llorre ul 
twtll \o \be 'l'Na15U7 .U 'llo U.. \ecce:we. l\ lca. el..q -.M 

U.. l nd.etbl'llo •..-elea ot a ''" ot )IN'C'teu}¥ +•t'-4 0011'0-
"''-fin-be J't~•• M 4 , pW'Aall}¥, nlle\aa\W obs'llll 1• U.. 
tl-lac plue ot a tu 1....,. ..,..,. ot •f741n\lne ...... P~l 
11M 110\ 11r)'Wtallwe« prier to U.. UJcek, "-• p1- 1aol'!l4. \e\11 -
-•7 AM. ref'u4.lJIC hnH ot -s\lH. 

0.\eUo of \be htoral, fta'llo, MI. lMel pew nh, ~ luw­
••t. 1-.r-\ora ........... 1a \be _,17 ... ri .. \he NllnoQ -
\ba )lll'blle •U11Un. ftlol• n\n are J!Ullo}¥ He' JeW. -'• •an 
hw h hMl'llioal ~l'ft'M-\e, \loeb p rlMlpal eppea,wo1Q- ~r •-' 
,.._\loa - on& .a-ton a\e ~l""• \o U. l""'lllli - UH 1a 
t'Oflm41Jtc \bob a:le\1111: ll1ct a r • • Mll\ 1- ..a pret....a ...._ 
wl\b WwJ'o71oU.lJ1C _.\1••· -\11 U.. _, w.k, \be Nil"""• 
taoe4 \be lmdl\n\ pft.-o\1 la elftJ'el ,._... et ott .. \lJic ....., 
~ --'•• \bJ'HCb re:t "••· l.eu \Mil a,_., -ce, \llo ON&\ 
llonhera llalbeu 0.0"7 retllMM 7 peroa\ llee4a liT II , ..... , -
·••n\llllo lw>a4a wl\11 &T JtiO •4erwl\lJIC• SlJiee \hll.\ tl•, \bh fta4 
IIA4 ,_ allle \o ...,_. e\bw II.1P ee•• 'baft4a 'b7 Ji p-\ .... 
oonurtllllo le ... e •lA n "' otfticb\ lM .. \Ittll\ \eeh wl.\l~R\ 10'0 
adorwl\~. Yl\b t.aor.obc \nttto aa4 l ll!;'IW'Ii"C -.ralt~«• pree­
peoh, • -umas" of low 1...-'- 1.,.,..., .... to. -u. pentl\ \he 
l'el'a41ac a\ ,....._lllo ""'•• ot ~. of au.u.,.. ot -~ ot 
t'all1'80!1 li!JM lo-1, 

1!to - h \nlo of \llo JI'II)Uo a\lll\T l MI&e\ry c-rallJr. n 
h <lollll\1'111 '1'110\lwr -.11 .. ,.. \Ma halt of \he ..,1_ of ~llo 
• UlHT t'fltlm4.l~~e \loa\ •• pe .. nte ... prett\&lll• prio1" \o \hot _, 
li...U: bat ._ ....,to\-4, 'I'M ol.,\rlo u.\lUU••• La &M!Uoa, - JaM 
allllmtl of del lore of AMi \liiMl ..,1 \Ill tor Ulo .,aasl.,a of .-.. 
&UJIC, \......S11tn, u& OJ.e\ri-U'II IJ'II'-• M4 H h lo \llo poallllo 
lll\ereo\ \ba\ u.... ...,uel t.a llo ~ft91W a\ 1ft ooet. 

ftoo - h \nlo Ia fti'J'l ......... or ev -.la 11l4atr\l'tal .,....,, 

ftoo n.o1 latu\J7 h - ....-'lJic a\ , _uoel •••on,.. onrl'­•'tl• ....,lalJI\ .... \eM nhef ... ae\ \llo _, ._, ... lo r\eel 
PPl-. loeor letle-""' 1"\oftl\ 1'&\oe ~IW'I'14e o 'WirT P•-1'111 1..._ 
_, tor \llo .. noS• of ,.,.....,.., .. ...,..t'r• _. ..- 111111FU1•• 

••IWI1tw .rea 1 \ of .,... u\i•\no\ ~ • ..U ~ft914e 6o _., 
oftoo\be ..._. ....... , ,.._ tar\MP prl .. 1-u.... b \loa ....,.., 
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ti-.Aa er U\7 ,.tee •- n•• • U"le M'-U. h .s- ............ ~ • •• - .. , -lie _...nte& 
V a- ..& Pft ... "ft .. 111\r ..... ~--laW ft\ee, 
~ Uoelr ~.-a .. ••V..U-a at ..,..ttlr -'""• 
•1-.._Uu IL"'OeU~.-a .. --'etlie:os lfllll&e, 
p.....t4e • pedU-.. •• peswflll et••J•• to .._ ,,. .. .s .. et pn­
... u-.. ••••U:r • 

.IJ.~- espl-.1 ..... lduWiH - - -.lo7llllf a,_ 
........ N'l'hal, tWr 1..,.1 et •'l'I'U;r la etlU IV ..... at .. , ,......, ... ,.r •• tall •="u ... r -. ..,~ .... ~. s-
lwlllf-\en &a\ene\ ,. ... - ... ~1a b *• '"""· ,... 
esall -'"--- 'flWl;r ... ,.._.. ... , ......... , .. &a lad,__ 
Ual lld1UIIIf. 

fte *-" ""* b -.. ,n.- ... '- • \lew .. the ..,.,_ or \e\ll aouwlten ..a bo..,ten. fte ,...._ 11onot fWD4 tllelr 
sllel- tall ., ....... _ '1111 ... - " u.,.s .. w aJT ., • -
rltt .. , u4 lkla Nt ..,. 1 .. te U iMP .. la •lnwaUllllf .. liM• z-WPs loa'n ,._. ._, ...,. at tla.Sr pu O·•• at _, ~'I 
·- ... ., ............ w prl• ... u.... ... toMe - .. 
..t ,... cl...,. WI • ·- _,.lee er .... •-· 

tilt Wt fila/fa A-,/ /l . 
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sa t-o.r4a7, llarch 'Z1, 193? 

Ko purchaeee were -de $atur4ay by the Pederel 

ReurYe Bal>lr of Kn York lD ropport of tbe &Qnnaent 

bond carlcet ae there ,.., a cool!. t oDe all -rnlnc. Ho­

••er, $1,000,000 ~3/4• of 1956/&9 were purchaeed !or 

the accoUD t of the Oou.....,..Dt Ll !e lneurance PuD4. 

Tr .. aury hondo cloeed !rem 1 to 7 /32:D.de better ud 

Treaeury no te• from unchanced to l/32Dd better. 
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The Oo.,.nant Seeurit;y llarat 
1feelc ending March :!1 , 193? 

.t.!ter declining lharpl;y 011 llonda7 of the put week, the Truou.,. bond 

urlcet atead1ec! and 011 three of the four r-1111QC ll&;yo recorc!oc! j~:alna, 

'!'he anrap price for Tre:~CU17 bo11de ( thoae not due or callable tn the 

yeare) wao at a low of 104.13 at the clooa llond&;y but at tho and of the 

week wee 104.54 compared to 104.58 at the clooa of the praT1ouo weak , pra~ 

t.teall;y uneha.Dged. Vol11111a d&craaead each da;y and at Umeo there •aa a 

oearc1t;y of bonds lD the market. Iet ehe.ngao in prices raJ~&& ! roa o!! 

13/32:11da to up 13/32:11doa the largest lo .. ao and calno ..a;r be contributed 

to the evelling out of theoa iaoueo •• the obarp decline in the peat two 

wctkt bad lett oame ieauao eoneiderab1;y out of line. AI en exa.ple, the 

2 1/2• of 1949/(>3 an curren\l;y aelling at a price to ;yield 2. 60~ to 

=atur1tT whereat the 3 1/9• of 1949/52 are ;y1ald1QC 2. 6~ and the 2 3/4a 

of 1948/51 are ;y1el41.QC 2.6~ to the firat call date, '!'he 3a of 1!151/55 

and the 2 3/41 of 1956/59 are aellill& at a price t hat ;yields the •••• 2. ?~. 

In the aTerap, 'l'reaaur"T bo11d1 loot about 2/32:1141 durin& the wealc. 

Guaranteed haueo, on the en nee, adTaneed about 4/32:11ds w1 th . cbaQCaa 

rangiQC fran ott 2/32:1141 to up 14/32Dc!o, 

Traaour;y notea ... ra otaa~ ud onl7 moc!er atal7 actln. Prtcu aoTed 

within a Ter"T narrow raQCe •• loouo or p1Ds 011 ~ 11&7 did not ucMc! 

3/32:114a. 'l'ha tour 10111ut .aturit1ao !1111obed the wHit !rca 1 to 4/32:1141 

batter, while other uturitlaa flniahad !rOll ueh&Dced to off 4/32:1141, 
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t.wreDee a. Sel t:er , 
.a. .. lat&lt Dil"eetor o! 
!eaesr ch and Stetietica, 
l idne7 0. ! iekton. 

•o Secretary llorgentba:o. 

.. - llr. BAa~ 
SUbject: caah balance and financing r equirements 

- -...... 

DAH )larch 27' 1937 

l . The following table ahowa (l) the est imated net cash 
balances at month-ends , on the baeie of as t 1m&tea of receipta 
end e:z;penditurea Qgr eed upon with ).!r . <Bartelt , exclusive of the 
proceeds of any additional bill financing be7ond ~ril 7, and 
excl usive of eotimated Uheq>lo)'llant Truat !'Wid receipto; (2) the 
est i mated a=ounte of the latt er: (3) the effects of additional 
bill i asuee of $50 a1ll1ona weekl7 on the 111De W:edneada7a between 
April 14 end June 9, incluei ve: and (4) the eatimated net oont b­
end cash balane<~a if theae bill iasuea are llll.de: 

( 1) !let balance - end of month 
( 2) .A.dd: CwmllatiTe Uh""'l)lo;ymant 

Trust lund receip t s 
(J) .A.dd: Cwmllati ve add1 tional 

bill iasues with September 
and Deceaber maturities 

(4) !let balance - end of month, 
including nn billa and 
'l'ruat J\llld receipta 

1 llarcb 1 .April 1 ~ 1 J une !} 

( I n milliona of dollars) 

7lS l!ol 116 - 88 

0 35 72 llO 

718 . 586 538 ' 472 

!f J:xclu.aiTe of p1"!oeeda of pouibh mid-Juno financin&• 

2. It appeara, therefore, that an effective caah balance in 
e><cess of $500 millions can be maintained betwean now and aid-June 
w1 thout additional !inancillg other than ., .. kl7 bill hauaa. 'ft>e 
m.turitiee of the .. a4d1 tional billa conld be d1rlded between the 
a1d-Sept81lber and aid- DecCiber 1ncoae-tax ~nt per1oda - $150 
lll lliona in Septelllber and $200 milliona in Dece::ober . (!here 1a a 
September note maturit7 of $817 ailliono. ) These additional bill 
ieauea 1r0nld bring the fi«6T~te Tollllle of billa outatandlng t o 
$2,700 million• i moad1atel7 prior to the aid-June maturi tiee and 
to $2,4oo mi llions i rnmed1atel 7 theraatter. 

' 
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Secretary llorganthau - 3/27/37 - 2 

3· The 1110nth-end oaah balMeea are thoee obteined a.tter allo.,.... 
1t1g for acquisition and ahr1llzat1on of gold in the SDOunt of $135 
millions 1n !!arch, $85 a1lliona 1n .April, $70 a1lliona 1ll ~. and 
$6o millions 1ll June. n 1a entirely poaa1bh that gold acquiai Uona 
will exceed thaae II:IOUJih. !he tollowinc methode are aTal.lable tor 
abaorbiDg aMH1on&l gold without redno111G the ettectin caah balance 
(each of theae metho de involwee an inoreaae in bank reaerwea)l 

(l) SilTer oertitieatea for eilwer 1ll the General 
FUnd, 81110W1tillg to $92 tnl.lliona , 1!111¥ be depoa1 ted with 
t he Federal Reaerwe banks. 

(2) Gold cert1t1cates for gold i .n the 'lrork::l.ll(; Balance 
of the General J'lmd, IUIOW1t1Dg to $187 milliona , 1!111¥ be de­
poa1ted with the J'ederal Reaerwe banlca, 

(3) Gold certificates for lllactiwe gold in the General 
Jund, amOW1tlJ16 t o $310 milli ons , .:t be deposited with the 
l'ederal Reaerwe banka. 

(4) Gold certificates for newly acquired gold ~ be 
deposited with the Federal Reaerwe banka. 

~ . It h obdoua, ot course, that any or all of these methode 
could &lao be uaed in lieu of additional bill iaauea, or, if a larger 
cash balance h de aired, 1n add! tion thereto. There 1a much to be 
aaid in !&TOr ot eq~lo71116 these methods tor the double J>UJPOae of 
increasing the Trsaaurra effectlwe eaah bal.Mce and 1nere&aing =­
ber bank reserwea . I f , aa aeema likely, wa muat look forward t o the 
naceaaH:y ot r e.1a1ng beb een $750 tnl.lliona and $1 ,000 z:dlllona of 
new money 1n tnl.d...TUile, it 'IOOuld be particularly dedr able to eaae 
the p reaent situation in the 1110ne:y I:I&Z'keta, a ai tuation whl.ch wq poa­
al bl:y get worae aroUild J.laT l , when the remaintne 16-2/3 percent 
increase in reaerwe requirenenta goea into effect. 

The pr1nc1pal cona1derat1on against uaillg theee 1dle Treaaur:y 
reaourcea , aggregating $589 Jdlllona , 1a the pa:ychole>£1cal one that 
the public ~ 11lterpret auch uae aa •oti..,.tad b:y the Tre&aur:r1• 

eaah needs . n JM:;f be obaerwed on thla point that the 'Pre&aur:r1• 

artecthe eaah baleDce t ode7 1a lerger than 1t 1a likely t o be at 
any ot her tllle prior to .td...Tune. It h aleo to be obaerwed that 
the J'ederal Reaerwe :Board _,. be persuaded to Join with the !reaaur:r 
1n a atatement upla1nillg euch uae aa motiwa h d primarily b:y the 
dea1re t o maintain low intereet ratea. 
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Prepued by: Lawrence R. Selster, 
Aos i atant Director of 
Reoear ch and Statistics• 
Henry C. VUrph;y, and ' 
Virginia L. t;rre. 

A•• .ed by: 

.,.. .. !lArch 27, 1937 

TO 

SubJects 

Secret~aryW enthan 

llr. Baaa W 
Ce.u.aee Cbaracter of Recent R1ae in Intereat l!atu 

I 

1. The recent aharp increaee in lcJl8- term and ehcrt-tel'lll 
interest rates ia moat directly attributable t o a cocbination of 
gove1"1lllental actions , concentrated in the space of a few montho, 
which was r easonably interpreted by the m&rl<et to meen that the 
Governcent waa tolcint: p recipitate action to tighten credit con­
ditions . 

(a) On July 15, 1936, the :Board of Governore or 
the federal Reserve Syateo announced a 50 percent 
increase in r equired reserves, to t l"ke effect a month 
later. 

(b) Commencing on November 21, wide publicity 
was g iven t o an officially inapired intimation that a 
further increase i n reserve requirement& would be made 
shortly. 

(c) On Dec..,ber 22 , 1936, the Trea11U7 announced 
i t5 gold sterilhation progr&IO. 

(d) On J&nU8lT 31, 1937, the Reoerve :Board off1ciah 
announced 1\lrther inereasee i n reaerve require01ants, to 
the maxhrwn pel'l!lltted b;y law, to talce effect in two !natal­
mente , on !.!8.rch 1 and ~ 1. 

(e) :Both preceding and following the diacuosi ono and 
announcement. concerning the reserve increa .. and the gold 
atar1lhat1on p~. wide publicity was g1Ten govsnuasnt­
al efforts to dartae practicable .. thoda of diocoureging 
1\lrther intlowa of 0 hot ..,ney • 0 

2 . All of tha18 actlona tended in only one direct ion1 'l'o 
tlghten the !DOlley and in<reaboent Mrl<eh. The 'l'reaSUlT, throuch ito 
oterilhation prQ£rNI and ito efforta to find a tax !o..U.. t o die­
co~e further inflow• or foreign 1\lnda, .... telling the III&J'ket that 
bank reaervea would be no longer inereal8d aa a raeult of gold inflowa. 
And the official purpose of the b oerva :Board actiona was to slbinata 
aome $3 ,000 ailliona or exceaa reaervu, u well u to cut in two tha 
eredi t-notaini~~& power or the aeraber bank raoar<raa . 
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3. These actiona and the official and unofficial atetecenta 
1ocued in connection t herewith appeared ver7 at rilcingly to con!ino 
the widely circulated and exceedingly influential p redictions of 
~Jor L. L. B. ~·· In a ~et entitled " SlUIIP ..lheed in Bonds, • 
1souod in Jehruary 1937, IUIJor .f.n&&a argued that, the JT<IliiP hnrlng 
been pri.aed, the J.dainiatration waa pr ep&red to take at r tngentl7 
rutrlctive measures to prevent an infl.atioD&r;y boom; and that such 
oeasure.s were illlminont. Whether such JNaaurea succeeded or ! ailed, 
that lo , whether the mono;y markets were ou!fioiontly tightened to 
di ecourage a boom or whether inflation took hold, a rise in intoroat 
r otee wns inevitable. Recent public utterances b;y Ur. lccles, 
J:>- . Wallace , and other .A.dmin1atra t1on o!!i ciela, i .nt1.111ating that a 
disor derly boom might be illlllli.nent, likewise appeared t o confirm tho 
views of UAjor .t.nga s and hie follower~. 

4. !he actions aotualll' taken han influenced other inveotaent 
coniJIIl tanh wlloae f orecaata of interest r a te a are baaed upon tecb­
nicel considerations. Pall , lip and Skinner, I nc., !or exacple, uae 
a none;y- supply measure as a forecast er of prospective bond ;yields. 
Each of the actions taken hnd the effect of reduci ng the """'no:r­
auppl y measure• or a t least of preventing further increases in it . 
VAodyl s Investment Service, which hno conaiatently been most opt1-
m1Btic reapectill8 hie;h-oerade bond prices , baaea ita for ecasto moat 
lnrgely upon the net volume of unborrowed bank reserves. The gold 
sterilization program, by re~vi.ng the largeet aouroe of addit i onal 
bank re serv&s, eliJ:ain.ated the chiat technical !actor n>!dng for f\1.1'­
thn rises in higb-uade bond prices , on l!ood)'' a bali a. 

5. D>surance companies ond other i1:p0rtant non- banldng inati­
tutional investora , u ...,11 as benks, were finally perRUS.ded, in tho 
light of the influence• cited above, to go on a • ait- down" s t rike, 
i n effect, so far as fresh long-ter m inveatmente ere concerned -­
until more generous ;yields become obtni.nable. The;y could see nothing 
in the immediate aituntion that waa making tor l ower i n tereat r ateo , 
while ell the intluencee cited in the f oree;oiag nppenrod to be making 
for higher interest ratea . The movement of bond ;yields in England, 
•here tb.e British Conaola had declined in price !roll a 2. 95 to a 3. 26 
baaia between Sep teaber 4. 1936 and hbruar;r 25. 1937 (on wach 25. 
1937, the bash waa 3. 28) , provided strong morel support for the posi­
tion of ouch innotora, despite the tar more advanced stage of the 
recovery novel18nt 1n Grea t Brita1n ond her new e,rD8JD8nt progrez. 

6. Of all the tactora, paychologicel and other, that have bean 
operating in recent weeks to boost interest r~tee , the actions of tha 
Reurve authorities , in ., opinion , have been the most potent. Tha 
Tronaur;y gold sterilisation pr ograA and the official concern over 
•hot money• would not, by the11aelvoa, have exerted depr eeotag etfacta 
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~on the pr ices ot abort- and long- term obli!ationa , because thor 
related altogether to external intluencea which thor ware deaigned 
DOrelr to cancel, counterbalance, or equ,alhe . !he Resern Board 
actions, on the other hand, were d.af'in.1tel7 reatrictlve upon the 
doDOatic situat ion. !her def'initeq contracted~ t he que.ntHr 
ot f ree reserves, Md the power of nery dollar of reaerves, exceae 
or roq·J.ired, to s~rt credit e;z:panalon. .And, despite the verbal 
nuurancu of a continued eae;r-money policy, they provided the 
atrongoat kind ot evidence that the Reoerve Board was prepared, at 
the cost of higher intereet r ates , to keep n tight control over 
credit expansion. 

7. I n 1936, between Janual7" 8 Wld December 9 (the latter d.ate 
was one clay e.fter loDg'-term Treasuq bond pricee r eached their h1gb) , 
t he •other loana• of weeklr reporting ... ber ba.nke increased by 
$729 mill ions. Between ])ecenber 9, 1936 and )larch 17, 1937 theae 
loans have increased by an additi onal $295 ailliona. These aubat~ 
tla1 increases in co=ercial loana han been the natural resul ta of 
the r ising lenl ot bud.neas activity. I n view of the r elatively 
large vol~e of exceaa reserves existing throuehou t this peri od, it 
ennnot be said that th8 loon expansion forced bnnka t o l i qu idate higb­
crade bonds . Nevertheless , the increased demAnd for commercial loans, 
coupled with the scheduled further increase in r eserve requlreaent o on 
Way 1 p robably induced some banks to liquidnto investments to provide 
for future r equlrecenta. Such selling waa doubtlesa intenalfied be­
Cl!.use , once t he decline in bond pricea waa definitely under way, IMD7 
bMks naturally soucht to r eslhe upon their pape.r profits while auch 
r el"l:'ined. 

It is !:portent to note thAt the agsregate lVlum& ot 
•other lonna• 1a atill at a nrr ~prossed lenl as com-
:pared with the pre-depression period. The ~eg!lte e.mount 
of • other loane• of weekly reporting member banks on 
March 17, 1937 woa only $5,879 mill i ona ao compared with 
$8,173 milliona in l!e.rch 1925, $8, 521 millions in l:arch 1926, 
$S,697 million• i n !.:arch 1927, $8,793 1111ll1ona in llarch 1928, 
!LI1d $S, 910 ailliona in Ltarch 1929. .Al tho\l&h abort-term inter­
eat rates were aubatont1all7 higher in the pre-depr ession 
per iod than t hor are now, it must be eaphesized that the net 
un0orrowed reaerTea of member bank• were then £nCb snaller 
than thor are now - $1, 553 :ol.lliona at the end of 1926, tor 
example, as coiiJ)ared with $b,S25 milli on• on llarch 11, 1937. 
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s. !he increaaed reaerve requirementa have exerted an 
especially :pronounced influence upon the lrew York banke because o! 
the larg e bal.ancee CArried with them by other banka. !he raii1J24 
of reserve requirement. therefore &!tech the !few York banka 1n 
t1ro 113¥e: J'irat, t heir cash reeourcu are reclzu:ed b7 wit.hdrawala 
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of banker a ' balAncea needed to .,eet the lneraaeed r eserve require­
.,.nta of their eo rreapondenta; and oecond, t heir own reaerve re­
qui rements are increaaed. During the three weelta ended on Uarch 10, 
17, and 24, !lew York Clt7 member banka reduced their holdlega of 
federal obllgationa by $45 mllliona, $112 mtlliona, and $83 mllliona , 
r espectivel y ; and their holdln£e of J'ederal obllgattone on Yaroh 24 
,..re smaller br $810 mllllone than on J\lly 1, 1936. .A. large part o! 
thla reduction doubtleaa t ook the form of allowing portions o! their 
bill ho l dings to run off . Since New York la the prisry roone7 111&1'­

ket of the United Statee, the restrictive effecte upon !few Yor k Clt7 
banks of the inereaee in reaorve requirement. go far to explain the 
roeent increaaee in ahort-ter:. 1:10ne7 ratao, 111.od, thrOllgh the latter , 
ao:le , at leaet, o! the recent wealcneea ill the bond ..a.r:Cet. 

II 

Qheracter of recent increaeea in interest ratee 

1. Long- term Governments 

Since the bet:iDni DC of 1933, there have been five icportent 
declines in the li!D.rket tor long-tom Gonrnnenta . The decline 
betwee11 Decet~ber S , 1936 end Ws-~ 22, 1937, howner, •• t he JDOet 
pronounced o! the the, repres&nt1llg &n increaae of 20. 7 :per cent in 
the aver"€• rteld obtainable on long-tarot Governments. Svon in the 
bank holiday criaia o! J'ebruary-¥arch 1933 , the average ;vleld on 
long-term Government. incr~~&aed b7 only 17 ·3 percent . !he alUliiP in 
the fall of 1933 r a l aed the aveTB€8 yield by 14.S percent; that of 
the late summer and fall of 1934, br 16. 6 percent: and that of the 
aame period o! 1935, br 10. 5 percent - all on the baah of the 
i=edlatelr precedlllg high. 

!he ave~e rlald of long-teno Ooverl1llento of 2. 68 
percent on Yarch 22, 1937 .s;r be c""')ared with the ;vleld 
ot 2 . 22 llercent obtalnlDg on Deceaber S, 1936, 2 . 112 pel'­
cent obtdnlng on lfovel:lbor 2 , 1936 (Juat pri or to the 
marked poet - election rloe) , and 2.38 percent obtaining 
on September 4, 1936. !he ll&rch decli ne in th~ average 
rteld on long-term Governmente baa cancelled all t he gain 
that took p lace since J'ebruary 1937, 
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It ie aigni!icant that the longeat-terc Governments 
hAve held up in thie decline !tt.r better thN\ the medium­
tar= bonds. The yield on our longeet-teno issue, tor 
~le, the 2-7/Stha of 1955-60, increased by only 9· 5 
percent bet,.een Dec..,ber 8 and llarch 22, aa coma.red ri th 
the 20. 7 percent increase in the average yield ot all 
long- term Gover~ents. 

2. l!i..;h=gre.de corporate bonds 
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rhe yield obta1Nlble on our aTerage of hi&h-«rade corporate 
bonds rose !roa 3.07 to 3.41 percent between Dece:~ber S and llarch 22, 
o.n increue of 11. 1 percent . Our aTerage of hit:h-«rade eorpor&tea 
i o core cooparable ri th the lonceat-tel'l:l Governments, ouch ao the 
2-7 /Stha, thlln with our avera&e of all long-ten. Treasury bonds , 
because the latter includes a number ot bonds of medium-term caturit7, 
"hereaa cost ot t he corporate bonds contllined in our index are ot very 
lont: ""turi ty. 

The lfortolk and lfeatern 4•s of 1996 increased in 
yield from 3. 14 to 3· 49 percent between Doce~ber S and 
!larch 22; the Pennsylvania 4-l ' • of 1960, from 3. 04 to 
3· 50 percent; tho Edieon llectric I lluminating of Beeton 
3~'• of 1965, !rom 3. 03 to 3·37 percent. 

J , St11.te and IIIUI>leipal bonds 

Notable daolineo haTe taken plt~<:e in the pric111 of State o.nd l!lllllio-
1pal bonde. The yield on the New York State 4•e of 1961 increoeed from 
2. 41 to 2.89 percent between December 8 elld l!orcb 22; the yield on ll'ew 
York City 4•s o! 1980, from 3. 02 to 3· 50 percent • • 
4, §horter-te~ oblisationa 

Substantial inc~easea in yields haTe taken pltl<:e among all claaaea 
of abort-term obligations . The yield on the !renoury 1- 3/S percent 
notes, due June 15, 1941, roae trom 1. 00 to 1. 54 p ercent between 
Doco~ber S and llarcb 22; that on 9o-a.y bankera' &cceptancee !rom .22 
to . 47 percent: that on !Jew Torlc Telephone ~' • of 1939 froc l.OS to 
l .6o percent: and the &Tera&e diacount on 273-da;y !reaaury bllla 
iooued on the 1fedneada7e neareat theaa datee, !roa · 09 to .71 percent. 
!he rata on 4-6 montbe priae comcercial psper reoai ned at . 75 percent 
until IJ&rch 23, llhen 1t -• raioed to l percent, 

'l'he to.ble on the tollow1118 pace containa the yields preT&illll;: 
a t aelected datea on the ...arioua claaoeo o! iasuea cited &boTe. 
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III 

The recent aharp increases in all claasea of interest ratea ~ 
ne:>n co:>dderabll' 110re thaD & mere increaae in t he cost of borrowed 
tund.a to the 'l'rMsury and to the borrowera . It baa alr~ e&used 
t he ind.ef1n1 te tnl~enelon of a nw:iber of prertouall' achednled corpo­
rnte financing procr-a, and, p robably, aubstMtial ehat!ees in the 
financi~ plana of a tar larger number of corpor&tlons whose p rot;rams 
~d not cr;retali~ed prior to the break. These plans include both new 
money e nd. r efunding ioauea of securitiea. 

Outside of the federal , Stete, and l ocal goYernments, the larg­
ea t long-te.rm borrowers in the countr;r COtlPrhe the rai lroads and 
the public uti11ti11e. Their retea nre publicl;y regulated, and, apart 
!ron t echnolo&icnl i~roYenents, t heir p rincipal opportunit;y for coct 
r eduction - and t heref ore rate reductiona to the nublic - lieo in 
~•fUnding their existing high-coupon debt iaaues ~d preferred atocka 
dtll lo>!er-:yiel<J.ng aecur1ties. Until the recent break, the railroads 
feced the brighteat p r oapecto in eeveral decadeo of effectint; ver;r 
11\rce economien thro~~~th refundings . Leas than a ;year ago , the Greo.t 
Northe rn Rnilrond Co~an;y refunded 7 percent bonds b;y 4 percent con­
vertible hondo with an R.FC underwriting. Since thnt time , thlo roM\ 
had been able to refund other high- coupon hondo b;y 3f percent non­
convertible issuea aold on a s~raight inveot~ant basis without RFO 
underwriting. \Yith inereaeing traffic and l lllPrortne earninea proo­
p~cto , e continuance of lo• long-term intereet re.tes would permi t the 
rel'undilJ€ at favorable rates of hundreda of "'illiona of dollc.re of 
railroad bond ieauu. 

~e SBDe 1e true o! the nublic utili t;y induetr;r generally. H 
1a doubtful nhothor ouch more- than half of the • olune of public 
utilit;y refundine th&t we.c poaaible a.nd profitable prior to the recent 
brenk has beon coopleted. The electric utllitiea, in addition, can uce 
cillions of dollare of Nidi tioN'..l capital for the expa.nsion of ~;ener­
ntine, transmicaion, and diatributine eyate"'•· and it la in the public 
lntorest that theae CApital funds be proYlded at low coot . 

The SBDe 1e true in nr;ring 4e6ree of our caln industrial groupe. 
'l'be steel indnatr;r 1a now opere.tint; at p r3Ctical C8!>&e1t;y. Conoider­
able cot:mlaint baa been !'1\ioed against the recent incrMaee in ateel 
prices. - Lo" long-term i n terest rates prortde a •er:r powerful induce­
ment for the upaneion of producthe capaci t;y, and 1111eh expa.naion , 
aesunine enforcement of our anti- trua t lnn, would provide the moat 
effective check egainet undue furt her price increaoea. In the current 
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diecusaion ot commodity p r ice increaaea, too litt le a t tention ia 
g lTan to the checka upon wch price 1ncreaaea that can be prorlded 
b;rincreaaed p r ocluot1Te ca;oaeity. Low lo~~t;-term i n t ereat rat ea, 
t hr011gh their effect upon the attrecth eneu or equity aecurl tiaa , 
no l ees than through their effect upon t he coat or borrowed 1'\ul.da , 
p roTide a pos1 the and powerful atiwlua to the npanaion or pro­
ductive capaci ty, 

.Uthough our cap ital goods induatr1os are now enjoyine a p r o­
nounced reTival , thei r level of activity 1a atill ra.r short or that 
required !or the full absorp tion of the emplo)'llble unemployed. Low 
l one-t erm intereat rat ea are desirable in thio cormection. 1'hey 
could contribute Titally to a large but aound e~anaion in reciden­
tio.l building. 

1'he sharp break in bond prices hac be11n a blow to the confidence 
Of both underwritera and inveatorao 1'he forroer haTO found their 
shelves tull ot aticley iuuea 'fthich can be liquideted o~ a t a aa.o­
ritice , and thia !110t may lead to an incr ease i n underwritlne chare;ea . 
Investor s have round that 1111U1Y or their purchneee of recent hiah-e;r&do 
h r:ueo have 1111ffered eubstantinl price declinee. 1'he table on the 
nex t PS6• g ivea halt a dozen examplea of euch iaauea. 

-
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Price Experience of Soce IU&I>-Gr&de Corporation Bond lawee 
Offered Durin& the Pest Si.x llontha 

i 
;: .. 
5 

I .uoount 1 lric:e I I itl!!. f Otterille 1 Iaene I (111lliona IJ,t offe~Uiarc:h 25, I If't u.t otte~IWarc:h 25,1 :ret 
elate I 1 ot A!!UA£1l1 l.!l£ I 193Z I r.laiDI:II ill& I 19lZ ISIIIIID ~ • 

a.pt , 18 'O'lllon Pac~ic: f 
Jf1a, due 1970 20 99 1/2 96 1/8 - 3 3/8 3·53 3·10 +o17 

..... 
• 2l :Detroit ldiaon -N 

3!-•a, clue 1966 20 105 101 3/4 - 3 1/4 3.24 3.41 +-17 -.1 

\;;' 
-.1 

Oct. 15 .AMrican Telephone a. 'felecr~ 
Jt'•· due 1961 175 101 98 - 3 3·19 3·31 •• lS \D 

• 22 Pacific: Oe.a a. :llec:trle 
Jf '•· clue 1966 35 102 3/4 97 1/4 - 5 1/2 3·35 3·65 +-30 

:Dee. 3 CoD-era Power 
Jt' •· clue 1966 12 102 1/2 97 1/2 - 5 3. 12 3, 38 •• 26 . 

• 17 Pac~ic: Telephone & Te1ecr-Ph ~ 
Ji•a, due 1966 25 105 99 7/8 - 5 1/8 2.99 3· 26 ·~27 
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!!arch 29, 1937. 

To: Secretary Morgent hau 

From: Dr . Burgees 

Govel"I'UDont bond s were quiet but firm t':lday. Closing 

ouot at i ons were do¥O slightly from t he highs of the corning. 

Trea sury and guaranteed bonds finished unchanged t o 4/32 

nibher, relative to last SaturdaY ' s close . Total Government 

bond sales on t he Basra were ~1 , 200,000 . The note market 

we e also qui at and steady t o f irm. Scatt ered long maturities 

were up 1/32. Two of t he 19396 were ott l/32; others were 

unonanged. 

Most high and second grade domestic bonds were dull 

nnd quo t ati ons fluctuated little during t he day. Closing 

prices were generally smell frpctions to l/2 point bett er 

thAn l~et Saturday. 

Foreisns r.ere quiet and mostly unchanged. Canadian 

bonds eased slightly from last saturday 's l evels; Italian 

7s were f r actional ly l ower and German issues showed f r ac­

tional gains. 

No purchases tor Trea sury today. 
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TO 

Prepared 'b71 

Aesisted 'by: 

Lawrance H. Saltaer, 
Aaaiat&nt Director ot 
lleaaareh and Stat1at1ea• 
J'loancoa ~r. ' 

INT&ft O ,.P'1C& COMMU N ICATION 

Secretary~nthau 

··- J.!r. 'BAM/@' 

...... lol&roh 29 , 1937 

&l'bJect: Decline in Aggregate .Aaowtt o! Direct Government 
Securitiaa Held 'by Weekly Reportlnc Wem'ber Banks 

1 . Between December 30, 1936 and 114rch 17, 1937, the aggr ... 
eate e.mount o! direct Government aecurl tlee held 'by weekly ropo!'t­
illlt me:n'ber 'b&nka ot the J'ederal !!nerve Syatem decline d hom 
$9,241 ailliona t o $8,828 millions, or 'by $413 millions . 

2. Of the 84«re«ate decline, lie• York City reportiDg banke 
accounted for $293 millions, and reportine 'banka outside ot !law 
York City, !or $120 aillione. 

3• The che.ngea in the aggrega.to 111n0unta ot direct Trea.1UJ7 
o'bli~tione held by weekly reporting member 'banks 'between these 
two dates are p resented , 'by Federal Roeerve di stricts , 'below1 

Aggregate .Amount ot Direct J'ederal Obliga.tlona Held 'by 
Weekly Reporting Uem'ber Banke on December 30 , 1936 

and l.!areh 17, 1937, and .uoount or Change 

(In ailliona of della.ra) 

.U.Ount htld 
J'ederal lleurve : Deccler 30, : lol&reh 17. Chang a 

Dlatrict l!;!l6 1!JlZ 

Boston 391 4ol + 10 
llow York 3 , 1318 3.525 - 293 
Pbila.delphia. 344 346 + 2 
Clneland 94o gg6 - 54 
l!ichmond 295 282 - 13 
Atlanta 210 19 7 - 13 

Chi~ 1 ,644 1,616 - 28 
St , Loula 238 243 + 5 

)II. nneapolio 177 1!3 t 6 

Xaneu Oit7 275 263 - 12 

D&llae 197 187 - 10 

San J'ranch co 712 699 - 13 

!lot chango - 413 
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TREASURY DEPARTM ENT 

WASHI NGTON 

March 29, 1937. 

llllfORANIJW FOR TilE 51!'&1\EfARI: 

You asked me several days ago to have tor you to-day a memorandum, 
to serve as a basis for a discussion with Ambassador Bullitt, on the 
general subject or tho relations of the State and Treasur;y Departments 
with regard to narcotics . 

In this connection, ;you will be interes ted to know that arter a 
nuober or conterencea, ce.rried on in accordance with tba underate.Dd­
ini betwoon ;youraalf and Secretary Bull, Dr. Hornbeck and I ban 
reached an agreuont on this subJect. This 1a represented b7 the at­
tached m~morandum, dated March 25 , and entitled "Arrange:oent tor J'a­
ciliteting Cooperation Bet ween the State Department and tho Treasury 
Department for the Purpose or Discharging the International Obliga­
t ions of the United States Concerning the TrBrfic in Narcotic Drugs. • 

It it lly opinion tbat should the arrang&JIIents described in the 
attached ma:~~orandum meet with the approT&l of ;yourself and Secretary 
!lull, we will bave a basis which should be entirely aatiafactor;y to 
both departments tor c~ on the work which you desire to ban 
done in foreign countries with relation to tbe illicit Dar(:otica 
trarf'ic, and in a wa:r which will conto:na to the policy which ;you es­
tablished for thia Department last Septellber. 

Should ;you approve the arrangements outlined in the attached memo­
r andum, it is my Curt her opinion thet it will be unnecessary tor ;you 
t o aslc the good offices or llr. Bullitt in helping to overcolle our 
difficulties with the State Department. I belien, how&Ter, tbet it 
would be advisable for you to show the attached ••orandum to llr. 
Bullltt, and suuest to IWI that he could be or assistance b7 ura1nc 
upon the of'ficara ot the State Depe.rtment that they gin to the Treaa­
ury Dej>"-rtolent their unr .. erYed cooperation along t be l ines indicatad 
in the -orandua. 

There are, aor&OYer, two aattera which ;you aieht call spec1all7 
to llr. Bullitt'e attention, as follows: 

(a) Tbe annual meeting of tbe Opium Advisory ColiiD1ttee 
will occur at OeneYa late in 11&7· It baa always been the 
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practice for the Stote Department to invite the Secretary 
of the Treasury to beve a representative nccoopany the 
State Depa.rtoent1 s representative attending the neeting of 
this Committee. As you know, llr. Anslinger bes usuall;y 
been our r epresentative. So fer, the State Depa.rtzlent be& 
not invited us to send a representative to this ;year's seat­
ing of t he ColO!Iittae, end I aa atraid that possibly tbe;y do 
not intend to do so. I believe that both llr. AnsliD&er and 
llr. l\'ait should attend the ~ncvn conference this ;year. llr. 
Bullitt' s att ention sight well be called to this matter, 
with a view to hovi.ng the usual invitation extended by the 
Secretary of State, so thot "e may hove t he benefit of repre­
sentation nt the Cou ittee1 s seseions by llr. Anslinger and 
llr. Wait, or such other representatives as you ma;y decide 
to select. 

(b) We have 1n recent months secured subst..ntial evi-
dence that the prineipel Euxopcan aourees or ne.reotic&­
sauggliog operations directed a t the Uni ted States include 
Paris, Marseilles, end Havre. It 'llould be of the greatest 
assist..nce to us in meeting our problema if t he French Surete 
could be induced to assign a spocial squad or approximatel;y 
six men a t each of these cities tor the purpose of concentrat­
ing on narcotics. It would be extren~ely helpful if llr. Bullitt, 
upon his return to. hi s post at Paris, would confer about this 
matter w1 th Wait, and, s hould he see no impropriety in doing 
so, pass this suggestion along to t he French authorities . 

I sight sa;y thet I have discussed freely with Dr. Hornbeck tbe Cl&tter 
or our e.ssigiUD(! Custools men to spechli:e on ne.rcoties work in both 
J apo.n end llexico, aa bed been previousl) reeo13111ended to ;you, and that, 
" hUe we reached no definite conclusi on wi tb r egard to these propoaed 
assi&nnents, I anticipate that wban we are ready to send 1118n to these 
countries, we will hove no difficul t;y 1n securing the approval ot the 
State Department tor doing so. There would or course be no objection to 
:your mentioning this l!lll.tter e.l so to llr. Bullitt. 

GRAVES. 
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a.U 'be coa8Ul\e4 Uld, tUcl'-lll tiM h~ of State, t.b. ••••' of 

aucla otb.or aoow rata u IWQ' 'be coacerud lllall 'be ~. 
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6, !be ltete h putaeat wUl autllorlM U.e dipl.,..tlo aDd coaalll.ar 

repr a tfttaUw• 1A luro,. aDd 1A t.b. Jar Ia•' to v aa.-it to tile tr..11r7 
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tlTtt are atatloaed to extead to eald !rean17 n prneatatine -a. 
u s 1ttaoce aJOCI oooperatloa as tlloaa reprea•tatlna 84.1 properl7 ~\ 

1D the ooDdaot of dft&- -uHnc lanet tcaU•• allroM, 

B!IG/JD.tt 
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TREASURY DEPARTMENT 

IHT"DD O,.,C& COMMUNICATION 

OAR Jlarcb 29, 19)7 

To Secretar,r IOrgentbau 

,.ow Herman Oliphant 

For ;rour intorution -

I b&'nl been intending tor 11011e time to gi'nl 70u en abatrr.o~ of 

wbat. the Mellon brief shows about the cb&recter ot Mr. Mellon's actJ:dt1ea 

in relation to his Federal taxaa. !be attached ten paces are the ruult.. 

of a ney large a.ount ot tiM which ..,ntng spent in digesting, COD­

deMing, and recondensing the ~~aterial in questioo. It could scaroel;r be 

mnde aborter without defeating the purpose to disclcae the qualit7 of hia 

conduct . 

lncloaurea 
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An analysia ot the brief sub•i tted in the Mellon case before the 

Board or Tax Appeals pictures in glarins reality tbe activities of 

llr. llellon in connaction witb his evasion ot Federal taxation. 

llr. A. '1. llellon developed e. wall -planned acbece to avoid the 

imposition or illheri tance, estate, end sitt taxes, by pasains on to 

hiS SOD end daUjthte r durins hiS lite the greater part of his fortune, 

while still retaining t o himself the income thereon during his ex­

pectancy or life. 

In tbe cours e or the execution of this seneral plan, llr . llallon, 

by means ot f ictitioua sales and gifts to charity, cl.ahed deductions 

for losses upon these sales and tor the gifts, and thereby as able 

185 

to make his om determination of the MOunt Of his incoae tax li&bili ty. 

The various phases of this plan were tully developed in tho brief 

submitted by the Government, each transaction const1 tutins a separate 

end distinct act ot tax avoic!ance. The varioua transactions will be 

briefly sumoe.rizad. 

ASCALOT COKPAIIY TIWISACTIOII 

On July 11, 1930, Aacalot Co11pany wa.a formed , all ot ita incorpo­

r ators and directors being members or llr. llellon ' s family or his 

8Aployees. With nosUgible exceptions, tho entire holdings ot Ascalot 

Coapeny .. ere the result ot gifts troa llr. llellon to his daughter who in 

turn transferred th• to tbe .tscalot CoapeD¥. During the year a 1931 aJld 

1933 llr. llellon ude alleged sales ot securities to .tscalo t Coapany aJld 

claimed a loss for incooe tax purposes ot tS08 , 505 .oo. At the aNile 

ti.rae , Ascal.ot Compony made alleged salaa of securities to llr, llellon 
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upon 'IIIlich it claiJaed a loss ot $99,808.17. Ailaa llellon Bruce, 11r. 

l:ellon' e daughter, duriDg the ;rears 19)2 and 19)) elaised that abe 

bad received no taxable inc=e trooa Ascalot COIIJl8liY, although she 

bad boen pe.id dividends by that COIIPetiY totaling $31.3,000. She 

18S 

assorted tbnt these losses bad euten up all of the i ncome of Ascalot 

Cooapany &nd therefore the diTidenda paid to her were paid out ot capital. 

lib en the alleg~ sales were 111\de by llr. llellon and Ascalot C011peny 

there was no delivsr;r of the purchaae price, but the P"1"'ent thereof 

was 1111de by book entries in connection with the proceeds received by 

11r . Uellon on tho sale of other atoel<a owned by Ascalot Cooapen:r, '!'he 

Aseolot Company was for all purposes controlled by llellon and be uaed 

hie funds whenever be saw fit, and juggled ita accounts in order tc 

r ot'lAct its losses. Tbe creation of Aacslot Company and the various 

transactions bad with it were for no other purpose but tax evnsion. 

The t..x-tree gifts 111\de to Ascalot Company ood the fictitious soles 

constituted the first phase in Mellon's general plan. 

ms\'ERll PIIBLIC smVICE CORPORATION STOCK 'tiU!ISAC'l'ION 

In 19)1 11r. Mellon was the owner ot a large block of stock ot the 

llestern Publlc Service Corporation wbich had been aeCUIIUlated over a 

period ot ;rears. In Decoimber ot that year , he 111\de sn elleged sale 

ot the stock tc the Union trust Company of Pittsburgh upon ebioh he 

olaillod a loss of $400,000 for 1nc0111e tax purposes. Tbirt;r-s1x d~ 
later be repurchased the saae atoolc in the Dllll8 ot bia nominees at 

the sue price at wbicb it eaa allegedly sold , plua the expenses ot 

the sale includillg 7!# per share ee ccn:aisa1on. The tranaactiCIIl Clll 

- 2 -
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t.he part or the Union Trust Co:apaey mos approved by the execuU ve coe­

irlttee 'llbicb waa made up pri.Jurlly or a&~~bera of Llr . llellon's f...Uy 

or directors of his corporation. The Union Trust Co:nJ.'llllY did not 

trout this transaction as a purchase for Mr. Mellon and did not corry 

the stock on its records os ita om o.sset. The stock we.s not printed 

on ~~e daily investment sheet aa were qthor securities owned by it 

but wu typewritten thereon at the end or the page. No attempt was 

±87 

ude by either l.lr . "'ellon or Uirlon Truut Co::~pany to obtain s better 

price f'roa an,y other persona. At the trial, llr. !Lellon denied knowl..SSa 

of any facts in connection with the original purchase of the stock by 

hia, the sal.e to the Union Trust Company and the repurchase by hia 

nominoos and even disclaimed kno~ledge of the loss for income tax 

purposes . In this t r Msaction we see another phase of tho general. plan, 

and u fictitious sal.e for income tax purposes . In fact, llr. Mellon 

himself admitted that the only purpose accomplished by this transaction 

~es the tax purpose. 

PITI'SilURGH OOAL COYPAHY STOCK 

llr. lolellon in 1931 was also the om~er of UJ, 622 shares of cocaon 

stock of the Pittsburgh Coe.l Coap8ll1 lbich carried with it the control 

of t hat CO!Ipa!IT• On DecOI>.bor )0, 19)1, he sold this stock to the 

Union Trust Coapan,y for $5001 000. One hundred nnd eighteen days later 

bin tw1y ovmed company -Coeleaoed Company - repurchased this a took 

troa the Union Trust Compan,y at t.he sMe coat of $500,000 plus ex­

penses, and (If. interest tor the n1111ber or d~ya that t;,e stook '1188 

held by the Union Trust Colapeny. In 1929 or 1930, llr. llellon bad 

recehed en otter tor the eel• or 100, 000 shares or this stock for 

-)-
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f,lo,ooo,ooo.oo which he had rejeot.d. Upon the trial of the case 

before the Board of Tax Appeals he denied that he had ever received 

eny such offer until he was confronted w1 th his own affidavit mode 

in connection with other litiga tion. As in the ease of Western 

Public Service Corporation stock i t had been accumulated over a period 

or years . J.lr. Mallon testified that the c001peny was a very important 

factor in the coal industry which woe one of the funduenW bases 

of the industries of Pittsburgh Md or greet uportance to all the 

r ailroad coapaniee which had Pittsburgh tel'!linals, one of IIIlich , the 

Pennsylvania Reilroad, did a larce part or its banldng. business with 

the Union Trust Co11peny and the Mellon !latiooal Bank. llr. Mallon 

hod used the Pittsburgh Coal Company as a financial agent and the 

Coal Co3pany had a t wenty-five year contract to sell 5, 000,000 tone 

of coal annually to the United States Steel Corporation . Nevertheless, 

he "118 willing to sell it on an outright sale for $500,000. 

The S&llle !ictitiows trunaaotions were report.d in 1932 and 19)3 

in connection with other stocks except that in connection with tbe 

19)) transaction, after Congress had i nquired into tbe transactions 

of 19.31 and 19)2, tbe plan was changed and was acco<>plished through tbe 

medium of a massed order transaction in a brokerage bouse in Pittsburgh. 

Tho stock W!l3 purchased by tbe Union Trust Company in the nllllle of 

Aley C0111pany which was an account in which the Trust Company bold 

stock tor tbe benefit of ita cuatoalera. flhile it wae so held by the 

Union '!'ruat C~, Paul Mallon, tbe soli of A. W. llellon was elected 

to tbe Board of Directors nt Pittsburgh Coal Coepany and there wu no 

- r. -
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change in the control, manageaent, or policy. 

Prior to this alleged sole, the Union Trust Company hAd never pur­

chased securities ot any corporation which was not earning or paying 

a d1 vidend . The tr&Dllaction was not disclosed on either lir. Mellon • 8 

or Coolesced Coepaey' s books. At tho U..e or the alleged sale, by 

Ur. llellon, there ns no atteapt made by him t,o a ttain a better price 

for the st.oek. The only offer was made to the Union Trust Company. 

In connection w1 th both the purchase and sola of stock by the Union 

Trwlt co,.pany, there was no detailed negotiations l:at the saae was 

conducted without an,y fonaolity or detail. The soles coaorandua ot 

the Union Trust Co!lp&ny was made out in the IUIIle of A. W. Mellon. Tbe 

Union Trust Company had. engaged in simi lar practices for other clients 

nnd in feet in 1930 had angaged in the some for ita own benefit, The 

stock was not printed on the daily printed investment sheet of stock 

owned by the Union Trust Co:apany. 

This transaction was carried on ot e tiae when llr. Mellon was 

Secretary of the Treasury and although he heel issued. an appeal t.o the 

tAxpayers of the country to cooperate w1 th the Gover=ent in mald.ng 

higher income tax rates effective, he testified t hat this could not 

have been a reason why be should hnve changed his own feeling or hie 

own affairs . 

As s Juatitication tor the sale of the stock he testified tbet he 

felt it ...,.. wortnleea evan though he bed previoua~ testified as to 

the value of the company to the industries of Pittsburgh, and. when 

asked whether he coDJiidered the fact that he wu transferring to • 
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bonk under the juri.sdiction of the Federal Reserve Board of which he 

n s ax-offici o the ebairman, an aeoet which he thought to be 1ntrin­

a1eelly worthless, be replied that he did not han any obllsation to 

the Feclernl Reserve system to base any tr&.rul8ctions upon and did not 

see the bearing on it. 

Aa a result of tbia pb&ae of the scheme, llr . llellon was able to 

determine his own income tax. 

Again we find the sue fictitious transactions as another integral 

g~neral plan of ta.x avoidance . 1'be sole result of this transaction 

one! s:lmile.r transactions c11rried on in 19.31, 19.32 and 19.3.3 was the 

creation of fictitious losses for inc.-a tax purposes and the transfer 

of his securities to h is aon and d.nugbter to avo14 future inheritance, 

gitt, nnd esttite taxes. 

BANK STOCK HOLDIIIGS 

Before lolr. Mellon becaae Secretary of the Treasury be was the 

o~ner of a large block of bank stocks which had to bo disposed of 

before be could accept the appointaent as Secretftr)r . He testified 

before the Board of Tax Appeals , the Senate and House C..Uttees, and 

msde an affidavit to the Burenu of I nternal Revroue to the effect that. 

he hed Dl!da an outright dillposal and ael.e of all his benk atocka. 

At about the tillle be becue Secre tary of the Treasury he entered 

into an agreement with his brother, R. B. llellon, b:y which he pur­

ported to sell a1l the stocks for the 11\Ul of $10, 520,495· The 

preparation of this agr-ent waa left entirel;y in the banda of an 

attorney representing both partiea. The agre8111ent contained clauses 

tor i te e.neelle tioa on the death of e1 ther one of the brothers, 
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which lilr. llell.on d .. e.ribed as a natural protecUoo in the eaee ot 

death . No cash was dellvered at the tille of the agreement and the 

purchaae price us to be payable in six months after deoaDd. No 

decand was ever made and no pay~~cnt on account ot pr1ncipe.l had ever 

been aade. 

!91 

Evon though llr. Mellon knew he was to become Secretary of the 

Treasury 1 aDd allegedly was disposing or all his benJc stocks outright, 

he nevertheless purchased addiUonal bank stocks in his own nue. '!he 

stocks were transferred to aDd were carried on R. B. llellon 1 s books 

1n a separate and s egragated manner. '!he r ate or interest as fixed 

b:r the agreeaent - 5 1/3 per cent - us allooat exact.l;y the r 11te of 

annual dividends a t the tiJie ot the agreement - 5.309 par cent. '!he 

dividend rates on the stock were increased trOll 35 to 50 per cent, 

and siault..neoualy the interest r ate under the agr,ee=ent ••s in­

c::rea&ed !roca 5 1/3 to 7 per cent. When the uouot or dividends 

received by R. B. llellon were still in excess of the interest the 

dividend r ate •s increosed fr001 7 to 8 per cent. The result or these 

ehan~:ee was that trca the period 1921 to 1929 the difference between 

the interest paid to A. W. llellon and the dividends received b;y R. B. 

Mellon was only $236.90. The interest payaent dates also were changed 

so e.s to coincide with the dividend ~-t dataa. Altho\l&h R. B. 

llellcn wea pe;y1n& 8 per cent oo this aoney he, and alae A. w. llellon, 

were borrowin& lerce s\lllll all durinc this tille at 4! aDd 5 per cent. 

Durin&: the 'lhole lli'e of the agreement A. II. llellon was conatentl;r 

dellnring aooies to his brother tor the purchase ot add1Uonal stocks 

- 7-
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and proceeds or tbe 1!41es or stock or stock dividends were either 

paid to A. W. Mellon or were credi t4!d on cccount of the 81110UOt due. 

During the uta or the agrecent R. B. Mellon bAld purd!Daed certain 

stocks. Upon the final account R. B. Mellon ne credit4!d with the 

8ltount. of cash be bAld expended for these purcbnses and was charged 

rlth the ""'ount or cash ha bad received in addition to allY ordinary 

dividends. 

In June, 1930, Paul Mellon, A. W. Mellon's son , was substituted 

under the agreement instead of R. B. Mellon . Tba obligation of R. B. 

r.lellon under the contract us still o~ $10,1911355, but as a 

eond1 tion of cancelling the obligation he turned over to Paul llollon 

stocks whose value bad increased to $22,375,944.25. 

There •·as a final adjustment of dividends and interest in connec­

tion with tho transaction which, according to the ten>s of the con­

trl!.ct, should baYe bean paid to Paul Melloc . This net adjuetaent 
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rms paid to A. II'. llellon. After Paulllellon was substituted under 

the agreement cert&in dividends were received on account or the stocks 

by R. B. llellon. Instead of papng the saae over to Paul, the alleged 

o..,er under the agreea~ent, they were paid directly to A. 11. Mellon, 

and wb.Ue Paul llallon na the alle&:ed or<ner of the stock he a1eo 

adjuat4!d the difference between the dividends reeeived and tha intereet 

paid by the peyment to A. 11. Jlellon of $2501 000. During the life of 

the agr-ent. of sale by the payaent or interest and the adjuateenta, 

A. 11. llallon reee1Yed all the diddends upon the at.ock. 

Paul Mellon never got po118ession or the atoeka . They ware lett 

on depoa1 t with the Union 'l'ruat Cocpaoy and where 8117 of tb., were 
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transferred it ..-as alwa;ye with the eip.cl coruoent of .l . W, llellon, 

On Karch 1 , 19.32, Paul l(ellon and A. W, llellon began to tendnate 

the agreeoent by the exchange of toru.l. doc1111ents, A, W. l(ellon 

forgave Paul Mellon all obligations excepting two million dollars, 

and this two million dollars was evidenced by notes due at three 

~onth intervals beginning July 1, 1932 and ending April 1, 1942, 

All the atoclt.e were tr8JUiferred to Saithtield S.curities Corporation, 

thlt stoek of 11h1ch was owned by Coaloac~ Corporntion. Tbe COIII:IOD 

stock of Coalesced Corporation waa owned in its entirety b7 A. w. 

llellon1 e son &IJd daughter, but al.l the preferred stocl< was o..-oecl by 

A. \'1 , llellon, and all dividends were payable to him. In this trans-

action we see tbe realization of the general plan coupled with a 

circumvention of the law prohibiting the Secretary of the Tr880ury 

fr001 owning banlr. atocka by meana of add1 tional f1cti t i oua sales nnd 

t rMefera. 

CO!ITRIBUTIOIIS 

!SJ 

ln 19.31 he created a trust daaignat.cl "The A. W. Kellon Educational 

and Chari teble Trust" and by certain inatruaents in writing purported 

to lllllke a gift of paintings to that trust during that yeu of the 

value of $),241. 250. In hia original return tor 19Jl no deduction 

was made on account of thie gift, but "hen certain losses claimed on 

the sale of securities were dieallowed then, for the first tills , llr. 

llellon claiJaed these purported gifts ae d.cluctiona in bis inc.-a tax • 

Up to the tillle of the trial on this iasue he had taken no atepe 

to build or ttDdow any gallery; the paintings had reaained in llellon'a 

-9-
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exclusive control and cuatody and bung either in bis own or bi1J 

t...Uies apartlllenta , or were stored in bia 01111 personal roam in tbe 

Corcoran Gallery. Tbo public at no tiae bad bad an opportunity to 

view these paintings. Tbe insurtlllce policies covering tbe 1181le ~as 

never ebaiiged so tbat a t the U.e or tbe reply in tbe proceeding 

befor e tbe Board of Tax Appeals tbe beneficiary of tbeee policies 

.:as still llr. llellon. When tbe trust 'flee 1n contemplation be did not 

bire en attorney wbo bad a kno'flledge or art or of art galleries to 

pr epare the plan or tbe trust, but retained an attorney frClCI tbe 

Bureau of Intem&l Re•enue wbo speeial.ised in tax work. '!'he trustees 

were all aembers or hill faaily or bis • ployeea. Finally, in 19.))1 

three days attar the change in Administra tion had taken place, tbe 

fac t s 1n connection w1 th the organization &nd operation of tbe trust 

~ere subcittcd to tbe Bureau of I nternal Revenue for a ruling ae to 

tbe exemption ot gifts made thereto. No reference wea made as to tbe 

conditions ot tbe gitte, and upon tllis llisrepreeentation llr. llellon 

obte.ined .a ruling tram the Bureau tbet gifts aade to the trust were 

proper deductions 1n hie incoae tax return. 

-10-
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Prepared by: Gertrude Jr. Stanley, 
Aeaiotant l eono81at, 
Dtrlaion of Research and Statiatiea. 

• ·!SS 

~ · 
,...._ ll&roh 29 , 1937 

TO Sacr:t~.,tintluw. 

Yr.~ 

.&.nalyala of the l'8.1'l:a Tanancy Billo 

...... 
Su.bjed: 

An analysis at thia time of the proposed farm tenancy legie­
l ation must be p refaced by the statement that none of the bille 
introduced in ai thar Rouse, to data , 1o likely to be adopted in 
its p resent form. Snen farm tenancy billa, eobodying more or 
l eas ai.,ilar plane , have thus tar bean introduced in t he p roaant: 
aaaaion of Congraeo, M d a eul>cocaittee of the Rouae Comdttae o!l 
~culture 1o worldng on another auch bill wbloh is ex!)ected to 
be reported out aooe t l.ae thia nek . It 1a upected to ~ a mod­
ification of the Farmero t !lome Act , of llhicb Senator Bankhead 
(Alabama) &lid Repreoantative Jones ('l'eX81). Chairman of the eo ... 
m1 ttee on .&gricul tur e, are co-o.u.tboro , &!14 t o correspond more 
closely thnn the other billa t o the recommendations of the Preai­
ident ' s Special Com 1ttee on Fann TeD&!Ic;r. According t o recant 
press eo~e!lt , Senator BanJthead himself believee that several 
I.Ullendmenta to hie bill &re neceaaa.ry in order to make 1t contoro 
substantially with the p ropoaala of the Preaidant ' a Col!lmittee . 

U!lder t he Jo!llo Md Bankhead Billa, u they now stand, a 
~era' !lome Corporation would be establiahed with a capital 
atoek of $50,000, 000, .ubacrtbed for by the Uni t ed States. lD 
add! tion, a swa not in exceaa of $50,000, 000 would be approprl­
a.ted 1n each of the ten succeeding fiecal yeare. 

Both billa e~ower the corporation to borrow money , p rovided 
that 110 indebtedneee shall have maturities in axcess of one yenr , 
and at no time oholl the aggregate amount of ouch indebtedneee 
exceed one-fifth of the paid-in cap t hJ. of the corporation. The 
corporation, including ito property, trancbiee, capital, reaervea , 
loans, income, et cetera, ahall be t&x exe~t, axeep t that real 
p~ert7 of the corporation ahall be .ubjeot to local real eotate 
taxation. 

'lhe lltu1lchMd Bill prorldea tor IIII>MC••nt by three dlrectora, 
namely, the Secretary of Agriculture, tho U!lder Secret!lrY of -'II:Ti­
culture, and the .laohtant Secretar~ or .A«riculture. The Jo!lea 
Bill , however, pro?tdee tor t he appointment by the Presi dent of 
three dircctore , one each from the 'l'reaaury Dep&rtment, Depa.rtment 
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of Agriculture, and t he J'art1 Credit .t.dmi nhtration. Under the 
Jo~tes Md Banlchead Bille, it would be the dut:r of the ra,r,era ' 
.Eoce Corporatlo~t, tlhich 'II'Ould absor b the Beaettlelle~tt .l.dl:dnlatra.­
tio~ . 1 to eatabliah, and to assist in t he eatabliahne~tt ot, farma 
and farm !lames, !or the purpose of e!tCOIU'IItint; the otmerahip of 
fa= !lomea and in;>rorlng the a1 tuatlon ot tam tenants. • !hi a 
would be done, in general , b:r purcha.sing land, buildings, lb.­
stock, equipment, and t he like , to be leaeed !or not more than 
ten years, or to be leased 'lt'ith the opt ion of purchase • 

.t.t least 25 peroent of the purcbaae price of the !arm MUat 
beve been paid, i n the forti of rent or ot b.er'll'iu , before title to 
the p ropert:r shall be transferred t o the purchaser b:r the corpo­
ration. Beeent p reea cocnent indicatea tbet thh cay be ....,ndad 
to read 1 50 percent of the purchaoe price.• '!'he intereat rate to 
be charged on the u.apaid principal, after opt ion to purchase b:la 
been exerched, ehall be the rate cburged on that date for direct 
loons by the :Federal lAnd bank in t he d1etr1et were t he p ropert:r 
1a located: and the p r incipal must be paid in tull not later t hAn 
forty ye~re from the date on which tbe title io transferred to 
the purchaser. 

Uuch of the controversy over tbe farm tenant ~ueation in the 
House Committee on .&&riculture, according to p reas co=ent , 1a 
concarned 'll'ith .uch questions ae the length of time in which a 
lessee can obtain t1 tle to lAD~. whet por tion or the purehaoe 
p rice needs to be paid before t1 tle cay be transferred to the pur­
chaser , whether the tenant is to be peraitted t o select the tara 
he desires or 1o to be restricted to en area ael~ted b:r the Gov­
ernment , et cetera. '!'he House CoiCDittu on .Agriculture ma:r reco­
mend-far-reachinc chengeo in t he Jones and Bankhead :Billa, and the 
plan to be set u,p oo.nnot ae yet be p redicted. 

'!'he salient points of each of the seven !ara t enanc:r billa 
introduced t o date in the p r esent session of Concreaa , eopecially 
llS the:r might affect Trealll117 opera tiona, are outlined in the 
attached schedule. 

Attachment 

1SS 
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L, 

-
lrtof .t.!alzoh of B. 11. 6211o, JU'II twny 1111 

i'IYUI lo 

...... 

;7 

" I 

1. 

2. 

.Lu\bortooo looro\&1'7 of Acrlcu.l\v.ro M .alto 1- tor 
\bo Mt1&1ol Uoa of fUoM la ouh --'•· &a ~ 'bo 
corUtlo4 lt:r Co-:r Co.tUooo, &o -,y 'bo aoooo...,. 
\ o OO'lv.lro \bo propeJ'V. II'CibJoo\ \o appro'l'&l ot \he 
looro\ar;r of Acrlaltvo. .U1 1- \o 'bo .....,.. 'b:r 
a tiro\ • .,.._ or .._. of \ru\ oa \bo faN. 

Loalul aro M 'bo ropa14 ta lu\all -\o wtt.llta oa ...-. 
porlo4 of ,.., •ro \baa JO ;roan. ta\Oroo\ \o 'bo ~ 
Borrower to 'fii&T '-a oa4 uooo•-•• oa \bo taN oa4 
tor ta..ruoo •• faN lNJ.ltlaco. 

}. Au\bort- \bo approprla\laa ol $!J),OOO ,OOO, •t~~r OMil 
ot \bo ftooal :roan oM1J1c pnw to N:r 1, 19112". 

' ~ Utl,l U . (bbU111\oUoa !Aae.) 

1. .Lu\borl"• \be •-•&1'7 of .&crlC1al.\\IH to .alto 1-tor ]llaNbaoo ot llftolo*, tan oqwal,...,, o11pplloo, 
u4 o\bor tan -4o, oa4 for rot1-1ac laMlt..._ .. , 
aa4 for ,._l:r .-olotoaoo. Loaaa M 'boor Jfo 1-'-\ 
MIA baft • ...,lUoo •• 1a -• ot 5 :roan, u4 to 
.... ~lola ille\all.Ma\o. 

--"', 2. ~ to 'bo _., liT oli&Uol •rtppo, lloao oa oropo, 
oa4 uolpma'lo of Pft-4o hoa u.leo of -cr1C1al.\11rol 

-~ pNtlioeto, or liT .., oM or •ro of \booo. 
' 

3· All\bortooo ..,roprla\loM of .75,000,000, eadl, tllr 
nooal ,....,. eatlac 1- JO, 19JI oa4 1- .J!, 1939. 

4. ln &44Uloa \o } , •tllorlooo \M 8ppi'OprlaUoa tw \be 
t looal :roar "''ac hM JO, 19}1, \bo 'bo'ee- of t\la4a 
a.aUu1o \o \M Seoro\ar;r of .&c:rlaaltvo lbr t- oa4 
rollet M ,.,._. _.., ..._u.,. onor 1o. 75JO, Doo. )1. 
193'>. .. 'd 'b:r ..... u ... on. ... 7557 ..... 1,, 
1937. *illl .... - pi ... oa hM ,, 19}7. 

5• Aa\borf.OOI \bo ,.,........ M allot, A\ Of approprla\loU 
t.r..nw ...,. t• roUot •r won roU•f lbr .., fialal 
:roar -• ,wtor to h1:r 1, 1,39, ..- - oo 1111 .. ...._ a-" 'bo ..... ..,." oan:r ..a \1111 Jftwloloa of 
Tl tl e II. 
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!9$ 

- 2 -

tiN 1111 

l \, 

1. Aa\llorl- ut UJ>ee\o \llo hae'-F ot .&cftalftN • 
.... 1 .. a pncr- ot lut --"-• .a 1.-4 aut ... ..... 

2. \'e ett ........ ~. ,.... ......... ,1117 ia •\llorl ... 

.. ...u .. --llMll-' a4 laM-· prbarll7 n1\able 
tor al\ha\loaa \o pn\oo\, 1., ew, .... 1~. 11114 ..ata-
18\er 1aMo .,...uM, or \o ool1'1 • ¢ 1, 1-, or 
o\benioo U8]10oo U... rita or .wt.\MU a -Uifttlol\, 
\f ,ulto aUiorlUoo 1111& ..,..., tor Jll)llte ,.,.._. 
Abo, • oo:.-ah rita F.-.1, 1\o., !orrl\oftal, 11M 
oU.. ,Olto to • oo 1a Mftl.,tlls )llMo IW a ,...,_ 
ot 1.-4 •••JU•U• a411Ul ha\t.. 

" ,. Ao - .. ,..nt.Ulo after ... a4 ~ .... -.loMar 
70e' \llo looft'-F td Alrtalhft IMU .,., h \llo -.dr 
1a wb1tll .. 1M& to Mll_..r tab !1\lo Ill~ of \llo 
....... ,.. .... w. 

UN IJ. (Fare looart\J' •watnraltaa. ) 

• 

1. :Dlne\o oo\Mlt ...... \ 1a \M ~ ot Asrt.U-.. 
of a :ru. looart\J' •w•18Ua\1aa \o oarr, ... ,_,. ... 
of Ao\. 

2. .. .. ,u-• PnJOnol Aa\llort- \llo SMfttai'F td Asrt­
al\ve .. ooau- \o penu. tw~nt- ~"' 1a ~ta 
.......... 0"- ... 75JO. Jloo. ,1, 19)6. .. ... 
~,. 1. o .... 7557, ,.., 19, 19)7, Ml AU ot ~ 19, 
19" ( 11!1 I \a\. , 10") , • ollal1 ~ au ••01117 01117 tor •••U• u& -w•totraU• ot .,.,. "''"1 • ,..,_ 
ooh, I'W'&1 I'IIIIIMllt\a\lea Jft~\o ,_r roonU-* 
JU'POOOO, Ml la4 Mt'oloJ I a4 1.-' dlll-'la JftJ­
ono, tor ftta .._.. ._... ~ allo\W ~ \llo nwu••· 
'fllo ~' u of ,... -nano • \llo looro\olr tw ..,. 
parpooH, DLIIJI bl ~ JO, 193J, aft a\llorlnl. ~ 

..... prlatM .. ourF -· oa14 pupeooe. 

,. Ala\llorl- ·Walo\ftU'W •4 IM ._tWa \bo llaU td 
..,..,naU.._..\IIo .. ftr.• 
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Act 1-. 161 19)6, a.U.Orb..St 

r e<ter &l. Ai d lll&h"''J• 
1orut hiP•&¥•• .-.sa, t ralla 
Publlc 1aad bllb~a 
Sooooda~ or r...ser ro•ca 
Crade Croe~a 

(1) J.1ll 
ws,ooo,ooo 

1.4, 000,000 
2, !500,000 

25, 000,000 
:q.oop. flX! 

(l) Apupr·UoD'd te SJ.et.t• Jn= · n· l7p. .. 

Prondecl in ~t. &Dd Blll • llso,aoo,ooo 

.. 
. • I 
~ 

'~00 

UJi 
tl2s,ooo,ooo 

1.4,000,000 
2,!500,000 

2s,ooo,ooo 
5Q.qp.qp 

Y"<ieru r $1.6, 000, 000 to 1"'7 Obli6Ltiona UDder 19)6 l>llt.bo..U..tioa 
llid 71,000,000 • • • • 19.37 • 

Ht..;bn,ya • • • • 19:JI • 

llll.ron o! l'ubllc Rollaa pro)OMll $U, O.)J, I)):) .., ... t or 19:JI obUoi• U.. add 
t J,oao,oao f or 19.39 obll,J&.Uon, ! o ce ;>roviclad in Den c1eao7 .act 1•-~ 19.)8. 

Foro11t. JlouJat llqet &lid Bill _,rovide CU , OOO,OOO, or 'IIIJ.ala es,SOO,OOO 
1o UDder 1937 o.u t.bor1 zo.Uon (belnnce uad ts,soo,ooo h UDder 1938 ntborha~Uon. 

l'Qbllc r.a.d ili;lb ... ,. - ~·t Uld Bill provid e l2.1S901000 ...Ser l9:JI ••thori­
aaU... 

S.Goftd&r7 or I'...Ser llo&caa 811d;;et £.Del 8111 proddo $5, 000,000 ...ser 1938 
• pproprla U oe 

Crade Cor aela&.. lluodlet. Qd BlU provide UO, OOO,OOO uder 19)1 ••Uiorha­
tl ooa. 

l . Direct S.ere~ or J.&riCIIltcoe w r e!'r&ia t na e pi>myiaz >rol•t.f • taat. 
ootual oaab up 1 11 tcoea •Ul be • teri&l.17 recluoed bela• 1938 Lppre~htioM. 
lo d.tlc1eDoiea, or .,....... l.o be ~. • • aow propoaed. 

2 . Sut.it t or .,......,~, er laat., deric1_,, buial• Uoa repe&ll~~;: • utbor baU... 
tor 19)9. 
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' .. • 

....,. .... AftUallle w .... u1 • ....._'""'* 
20l .. 

.\. -, 
c.u.,."-.. ,..,. ....... ..,. s.....-. 11ar. 11, 1111 

te ef tllllaN 

UaiJ>l.ltr&ti'ro •• I II I • 12.- • 11,111 

..... s.a_ .. ._ ..... u .... IO,MI 
llb.rbU IMettl_, H.OOO 11,071 

!.ad VtUU.U• (W.P.A.) 44,001 ...... 
t.ouaaa411U.et UI,T• 71,MI 

t.aJI4 A041al.llU• 11,411 11,111 

Otltor, aot broUe ..,.. lM,TII 11!·'" 

total t4:U,I14 .III,CMI 

.t.ppropruU• 

J .I. L • 11,111 • 11,001 

I .A • .L ot ltll ..... a .... 
I.L.L el ltll • liM .,IM(a) 114,!M4 

total t411 .... tiii,CMI 

(•) In ad41Uon .10,000,000 ..,.. Mill ,....,...... tor •11-Uon •• neodool. 

•aa•U1 • Atadat.Vetl• 
Oao!lllllpa41--

Jal:r 1, ltll to April 11. lilT 
AprU 10, 1117 to ,_ 10, 1117, Jnbaoto 

Wpt aotbaote, ,...laM, tw 1117 

.IM.MI,OOO 
11.111.000 

U10.ooo.ooo (•) 

• 10,111 
1,7. 

11,101 
ll,llf 11.-
"·"' lD!ellf 

.111,711 

• 11.111 
1,111 

"'·-
tlll.fll 

( a) hol•lw et ·.,..u-..1 o1 • .,,100,000 to 11e •te ta t1.1•1 ,_.. 1111 troa ,_.. 

•U-te• ...,lac fl.l•l ,.., 1117. 
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Present: 

B.ll . Jr: 

Gas t on : 

li .M.Jr: 

Cast on : 

H.:l.Jr: 

Gas t on : 

i! .~ . Jr : 

Mrs Klotz 
llr. Bell 
Mr . Lochhead 
il!r. Haas 
Ur . White 
Mr . Taylor 
Mr . Magill 
llr. Seltzer 
!ir. Gaston 

• • 
!larch 29, l9J7 
ll:JO A.ll. 

204 • 

Herbert , one of the things I want - I'd like to have 
you get, and I want to t ake over with me - i ·s Eccles• 
first statement «aere be said you couldn't do this 
thlng on a non-monetliry basis . 

Ub-hub. 

Then underline the Fortune article where he talks 
about gold . 

You went to take the Fortune itself ore copy of it -
of the Fortune article? 

If you have the article ..•• 

I have the article on my desk. 

I mean I'd like to take that over with me to the 
White House, see? 

Now, this is the woy I feel about the thing. I mean 
I've made all my prebty speeches in the family , got 
it pretty well in my system about Eccles and wbat 
be's done . I want some f igures which I may or aay 
not want to use. The way I look Gt it is this, and 
you people can talk beck at me . 

There are two things here. There are two entirely 
different things . One thing is the question of 
revenues - that ' s one thing, and it has nothing to 
do with the market whatsoever ; and tae other thing 
is tbia question of the increase in reserve require­
menta of the Federal Reserve. 

Now, have you got your figures bow much the bonds 
went off? 
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We have those figures . 

Get them. 

205 

And it gets down to a Guestion or interest rates, 
and the a ngle - taen you can talk bac.! - the engle 
I thought I'd take •••• 

(Taylor comes in) 

Glad to see you . 

I haven 1 t said much yet, but I was saying there's 
two distinct things . One is the question of i nterest 
rates . That's what - I mean I•ve had a lot of time 
on the other things, the question of revenue. I ' d 
rather tMlk about interest r ates first and the ques­
tion of what angle I should take. I can' t escape 
it . I read Bob Kintner this morning . He's hinting 
the thing; they expect an answer . And I •m going to 
try my best to keep from mentioning Eccles. I mean 
I 1 ve talked about him for a week, so - I mean I'm 
goi ng to try to keep away from t hat. 

But on the other hand, I think the thing I want to 
s ay - I ' m having lunch with the President and I want 
to have a dress rehearsal. Does the Treasury want 
to take the position that this move which the Federal 
Reserve made to increase excess reserve reGuirements 
artificially changed the whole level of interest 
rates? !low, I 1 m practicing on you. 

After all, the Treasury single-handedly for three 
years , without any help from anybody, has built up 
this 4uestion of interest r a tes and the pri ce of 
bonds. Over a three-year period we haven't had any 
help from anybody . And every other un1 t of govern­
ment in the United States has benefited - I mean 
every state, every county, and every municipality . 

Now, I'll cal~ on these things as I need it. Busi.ness 
re~uirements, through business loans, do not yet show 
sufficient increase to drive up interest rates the 
way they've gone . 

That ' s right. 

Now, wha t ' s the answer? 
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Well , we ' ve prepared t his • • •• 

Read lt to me. 

I think this - I think you should taJte time out. 
I think you ~hould take time to r ead t his whole thing. 

All right, I 1ll do that . 

(Haas bands memo to Secre t ary) 
The whole thing? 

Ub-huh. 

20S 

You on different occasions have asked for this and 
that . It's all there very concisely . 

As I say, I'm going t o try my best to keep of~ 
personalities . But it's a question - I meon before 
we get on this thing - of interest rates . Are we 
satisfled - do we want to accept this new level of 
interes t r a tes or do we want t o put it up to the 
Federal Reserve that they should either tnke steps 
tnemselves or ask us to tuKe steps, or do I wont to 
say, "If you don't do that, we will•? 

UoK, that 's all I - we'll come to the other thing 
last . But as I say, I got it on my train thr.t tney •re 
going to usk me about toe price of gold, and I'm going 
to ;.nswer : "l ' m not a fortune teller . • How' s that? 

r.!J•s Klotz : Good, 

Tuylor : Too good . 

Guston: That ' s too good . 

'IIlylor : Georgi& climate is ••onderful . 

d .~ . Jr : Oon•t you ~Urs Klotz) like th&t one? 

~rs Klotz: They don ' t like it . 

Coston: I think it's a swell crack,, but I think 1t 1 s o little 
bit too definit e. 

H. U.Jr: Wha t ? 
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Gaston: It ' s a little bit too definite . 

li .J .Jr: '.'/ell , think it over. 

Mrs Kl ot z : That ' s ~arvelous . 

d . J .Jr: I 1m not so sure that isn't a good way to handle that . 

Bel l : All right if you don't smile when you say it. 

u. :LJr: Oh no, I simply s ay, "I'm no fortune teller.• 

~ugi ll : I think tha t ' s ~Tong . 

Taylor : If you s ay it f ast, it's a ll right . 

..!Lgill: But the pause .~a s a 11 ttle different. 

Ht.ns : Tna t ' s a good one, I t hink - quot a tion marks a r ound 
"fortune . " 

H . ~ . Jr : What's the other one I had for the children? I had 
one other one; I ' ll think of it a fter a while • . 
11 The r ecent sharp increase in long-term and short­
t erm interest r a tes is mos~ .••..•• • The reason I ' m 
sort of hurrying, getting <!o .vn to business, is 
because I want to pr epar e myself. 

"The r ecent sharp increase in l ong- term and short­
t erm interes t r a tes is mos t directly attributable 
to a combina tion of governmental actions, concen­
trated in the space of a few months , which was 
reasonably interpreted by the rnurket to mean that 
the government was taking precipitate action t o 
tighten credit conditions. 

•(a) On July 15, 1936, the Board of Governors 
of the Federal Reserve System announced e 
50 percent increase in r equired reserves, to 
take effect a month later .• 

Herbert, I also want some copies of what I gave out 
at Harvard , see? 

Gus t on : ~es. 
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"(b) Commencing on November 21, wide publicity 
was given to an of'fic1al1y inspired intimation 
that a rurtber increase in reserve re4u1rements 
would be made shortly.• 

I actually want what th&t week-end statement was of 
lccles, of November 21 . I forget - he gave it out 
on Saturday, as I remember. I read it once in my 
press conference . 

" (c) On December 22, 19)6, the Treasury announced 
its gold steriliza t ion pr ogram . 

"(d) On January Jl, 19J7, the Reserve Boord 
officials announced further increases in 
reserve re4U1rements, to the maximum permitted 
by law, to take effect in lwo instalments, 
on Uarch 1 and May 1 . 

•(e) Both preceding and following the di scussions 
and announcements concerning the reserve increase 
and the gold sterilization progr am, wide publicity 
was given governmental efforts to devise practiciJ­
ble methods of' d i scouraging further i nf'lows of 
' hot money . • 

•2 . All of these actions tended in only one direc­
tion: To tighten the money and investment ~rkets . 
The Tre&sury, through its sterilization program and 
its efforts t o find a tax formula to discourage fur­
ther inflows of foreign funds, was telling the market 
that bank r eserves would be no longer increased as a 
result of gold inflows. Ano the official purpose of 
the Reserve Boara actions was to eliminate some 
~J,OOO millions of excess reserves, as well &a to 
cut ln two the credit-sustaining paRer of the member 
bank r eserves . 

"3. These actions and the offi cial and unofficial 
statements issued in connection therewith appeared 
very strikingly to conf'irm the widely circulated 
and exceedingly inf'luential prediction£ of Major 
L. L. 8 . Angas . In a pampblet entitled •Slump Ahead 
in Bonds, " issued in February 19J7, Major Angaa argued 
that, the pump having been primed , the Administration 
was prepared to take stringently restrictive measures 
to prevent an inf'lationary boom; and that such measures 
were imm!nent . IVhether such measures succeeded or 
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failed, tnr.t is, 71hether the money markets wer e 
sufficiently tightened to discourage c. boom or 
whethvr inflation took hold , a rise in interest 
rates was inevitable . Recent public utterances 
by Mr . ~ccles , ~ . Wallace, and other Administra­
tion officials, intimr.ting that a aisorderly boom 
might be i~inent, likewise E~peered to confirm the 
views of Major Angas and nis followers. 

"4· The actions actually token have influenced 
other investment consultants whose forecasts of 
interest r a tes are based upon technical consider a­
tions . Pell, Ki p and SKinner , Inc . , for example, 
use a money -supply measure as a for ecaster of pros­
pective bond yields . ~ech of the actions t aken had 
the effect of reducing the •money-supply measure• or 
at least of preventing further increases in it . 
Woody 's I nvestment Service, wnich has consistently 
been most optimistic rqspecti ng high-grade bond 
prices, bases its forecusts most largely upon the 
net volume of unborrowed bank r eserves . The gold 
sterilization program, by r emoving the largest source 
of additionel bank r eserves, eliminated the chief 
technical factor making for further rises ln high­
gr ade bond prices, on Koody 1 s basis . 

"5 · Insurance companies and other important non­
banking institutional investors, as well as bonks, 
were finally persuaded, in the light of the influ­
ences cited above, to go on a 1 sit-down 1 strike, 
in effect, so far as fresh long-term investments ere 
concerned -- until more generous yields become obtain­
able . They could see nothing in the immediate situa­
tion that was making for lower inter est r ates , while 
all the influences cited in the foregoing appeared to 
be ma~ing for higher interest r a t es . The movement of 
bond yields in E.ngland, where the British Consols 
had declined in price from a 2 .95 to a 3.26 beals 
between September 4, 1936 and February 25, 1937 
(on Uar ch 25, 1937, the basis was 3 - ~5) , provi ded 
strong moral support for the position of such inves­
tors, despite the far more advanced stage of the 
recovery movement in Gr eat Britain and ber new arma­
ment program." 

I take the position, George, that what •s happened 
in the bond market and what is happening on thi s 
other thing have cbsolutely no relation. 
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That's right . 

I cean the stupidity of the financial reporting of 
the press is - I think it is Just unbelievably stu­
pid . I mean they just don't - I me&n it Shows that 
everybody in the Treasury has kept their mouth shut 
tnat•s all I can say. But to me 1t is just .••• I' 
mean the two things - I don't see they have any 
relution whatsoever . 

"6. 01' all the factors, psychological and other, 
that have been operating in recent weeks to boost 
interest r ates, the &cti ons of the Reserve author­
ities, in my opinion, have been the most potent. 
The Treasury gold sterilization.program and the 
official concern over 'hot money • would not, by 
themselves, have exerted depress ing effects upon 
the prices of short- ond long-term obligations, 
because they related altogether to external influ­
ences which they were designed merely to cancel, 
counterbalance, or equalize. The Reserve Board 
acti ons , on the other hand, were definitely restric­
tiVe upon the domestic situntion . They definitely 
contracted both the qunntity of free reserves , end 
ti1e power of every dollar of reserves, excess or 
required, to support credit expansion. And, aespite 
the verbal assurances of e continued easy-money 
policy, they provided the strongest kind of evidence 
that the Reserve Board w~s prepared, at the cost of 
higher interest rates , to keep a tight control over 
credit expansion. 

•7. In 1936, between J anuary 8 and December 9 
(the latter date was one day after l ong-term Treasury 
bond pt•!ces reached their high), the •other loans• 
of week~y reporting member banks increased by ~729 
millions . Between December 9, 1936 and March 17, 
1937 these loans have increased by an additional 
$295 millions . These substantial increases in com­
mercial loans have been the nctural results of the 
rising level of business activity . In vie~ of the 
relatively large volume of excess reserves existing 
throughout this period, it cannot be said that the 
loan expansion forced banks to liquidate high-grade 
bonds . Nevertheless, the increased demand for com­
mercial loans, coupl ed with the scheduled further 
increase in r eserve r equirements on Uay 1 , probably 
induced some banks to liquidate i nvestments to 
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provide for future requirements . Such selling 
was doubtless intensified because, once the 
decline in bond prices was defin1 tely under way, 
many banks naturally sought to realize upon their 
paper profits while such remained. 

"It is important to note that the aggregate 
volume of •other loans ' is • •• • n What's 
"other loans"? 

That ' s commercial loans . 

" ••• • is still at a very depressed level as compared 
with the pre-depression period . The aggregate amount 
of •other loans' of weekly reporting member banks on 
"arch 17, 19)7 was only $5, S79 millions as compared 
with $8, 17) millions in llarch 1925, $8,521 millions 
in March 1926, $8,697 mill i ons in llarch 1927, $8,79J 
millions in Karch 1928, and $8, 910 millions i.n llarch 
1929 ." 

Have you got a chart on that? 

There is a chart on that. 

Yes 

It's in your book. 

Yes, but I got t hEt down there. But that one is on 
a monthly basis. You haven't got it on a weekly 
basis? 

We have a work chart of this on a weekly basis . 

Have it sent in, will you? Go out and phone to 
have it sent in. 

If you (Magill) have anything, I' m goi.ng to stick 
to this thing until one o ' clock. I mean I want to 
prepare myself. I mean it • •• 

Well all I want to do is - I've got Charlie Russell 
waittng in there on a matter. I 1ll Just tell him •• •• 

I ' ve got to prepare myself tor one o' clock, and then 
four o ' clock - end everythi.ng else, I mean. 
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Do you lfllnt me in here now? 

Only if you' re interested. 

I am interested. 

I mean I thought wheri we get 

212 

on revenue . ... 

Do you want me to go out and try to finish up with 
him? 

Ylhy don't you? 'lle •ll be through with bonds and tben 
be on revenue. 

This is a case of trying to bold tbe fort on trying 
to save a few million dollars . I don ' t know whether 
I' 11 succeed . 

Well, why don't you • • •• 

I can wind up with him and be back in ten minutes or 
so . 

(Magill leuves) 

"Although snort- term interest r ates were substantially 
higher in the pre- depression period t han they are now, 
it must te emphasized tha t tbe net unborrowed reserves 
of member banks were then much smaller than tbey are 
now." Well, that - you people are getting too tech­
nical. 

Skip down to the rates. That 's what you asked for -
the increase in rates. 

"The increased reserve requirements have exerted an 
especially pronounced influence upon the New York 
banks because of the large balances carried with 
them by other banks. The raising of reserve require­
ments therefore affects the New York banks in t wo 
ways: First, their cash resources are reduced by 
withdrawals of bankers' balances needed to meet the 
increased reserve requirements of their correspondents; 
and second, their own reserve requirements are incr eased. 
During the three weeks ended on March 10, 17, and 24, 
New York City member banks reduced their holdings of 
Federal obligations by $45 millions, $112 millions, 
and $8J millions, respectively . " Well , I see accordi ng 
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to this morni ng ' s papers that the New York banks 
sold out over - I think over 800 million dollars 
worth of bonds. See, you1 ve got too many f i gures 
here . "And thei r holdings of Federal obligati ons 
on March 24 were smaller by $810 millions than on 
July 1, 1936 . " 

That's the f i gure you want . 

213 

That includes your Apri l maturities apparently -
exchange . They didn't sell 300 million dollars in 
the market. 

You retired your Treasury bills; your Treasury bi lls 
you retired. 

What I'd like to know -George, make a note - is 
waen- didn't the Comptroller have a call on December 
30th? 

Usually does . 

Let's find out how the banks sold between January 1 
&nd the most recent date we have informati on - on 
bonds , what was their position? 

J anuary of this year? 

Yes . I mean there is no use going back to July. 
I want to know between January 1 and the most recent 
date they have information. 

This is too much, George . "Since the beginning of 
1933, there have been f ive important declines in the 
market . " You•ve got too much, George; you ' ve got 
too much of it here. I ' ve got too much ground to 
cover. You haven't got it tabled for me . 

There ' s tables right 1n the back. 

Let's leon over and give me - come over here . You•ve 
got too much; I can' t absorb all tbat. Jlo"ll, what are 
these? 

Those ore the yields, see, as of these d&tes on the 
top, and here ' s the recent •• • 
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Why do you take September 4th? 

That was one of the - September 41 1936 - well , t hut 
was one of the periods when there was an important 
change in the trend of the bond prices ; i t was taken 
at tha t time • 

• "lell1 
this shows that i t 11ent from, i n November •• .•• 

Catch it over here . 

From December to March, from 2 . 22 to 2 .65 ; that ' s the 
yield . 

That ' s the yield . 

2- 7/Bs went from 2 . 57 to 2.79; 1-J/S;from one per cent 
to one and a half percent. 

Bills from nine hunaredths to 71 hundredths . 

High grade corporates average - that ' s from her e -
from three point naught seven to three and thi rty-nine 
hundredths . Hi gh gr ade municipals , f r om t hree t o 
thr ee and e half; that ' s New York City . And open 
market paper . All rignt 1 I' ll get that. 

Now, what 1s this? 

That discusses these changes in rates . 

Let me talk . I' ve r ead a lot of this s tuff . 

Some of those sticky issues . 
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George, I think the t hi ng that I ~t out of t hi s 
is this table here. 

On the pri ces, yes . 

No~ let me Just &SA • • •• 

That is in connect ion with financing . 
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Now l et me j ust talk out loud . I mean I• ve go t this 
thing . Ylhat I want is - I want the other borrowings . 
Are you going to get what the positi on was on January 
first and the most recent ? 

Seltzer went out for something else . I ' ll get that . 

(Lochhead shows Secretary some charts) 

Toe government bonds this month so far are off 627 
mi llion dollars; they ' re off three percent . And 
the Government-guaranteed are off a hundred million; 
they ' re off 2 . 65 . The Treasury notes are off 62 
million . Or a total - tho whole picture is 800 
million dollars in value . 

Nov I come back - I come back to the whole thing 
again . What do we want to - I mean I - I can read 
this stuff afterwards . Do we want to take the 
position that this t hing has slid off too far, tha t 
there is no reason for it, tnot the business demands 
of the country for money didn 't cause tois drop in 
the prico of bonds or the increase in interest rates? 
I think I want to talk about increased interest rates . 
Now, do I want to take that position, that I am not 
sa t1sl'ied wi'th what ' s happened? 

Is this in t erms of what you ' re going to talk to the 
press about this afternoon? 

Yes 

I think tha t the silent treatment, until you deter ­
aloe wha t your financing program is, is the only 
sensible t r eatment . 

Well , let me put 1t the other way . Are you satis­
f i ed with wha t ' s happened on interest r at es? 

No, but I t hink you have to adjust what ever your 
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feeling may be in view of the actuality. In other 
words, if you make an.y statement this afternoon 
saying that you are not satisfied with the position 
you will have to know what your financing program ' 
is end what effect that will have on it . 

Well, I know. 

In other wor ds, I think you're a little premature 
if you try to do it this af t ernoon. 

Well , that ' s what I want to argue about. 

(Seltzer shows charts to Secretary) 

Here's your •All Other Loans.• 

Yes, but what were they on January first? 

January l, 'J6? 

No, January l - all other loans January l, 1 )7 . 

1 )6 it was Just .•• • 

No, 1 ) 7. No, I want 19)7 . 

Yes . About f ive billion eight. We can get the 
exact figure , but we can't read it off the chart. 

I mean has there been any - there's been no material 
increase • 

• Yell, there's been some . You can see by the curve 
going up . 

Now, is "All Other Loans• •.• • 

Commercial loans. 

I'd like to know what ' s happened to them. I want the 
figures that this chart is based on. 

You have them i n the memorandum for the whole year . 

No, no, it isn't given the way I want it. I want, 
star ting here, if that is five billion, each week 
wnat they were . 
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Get the figures the cbart is based on. 

Leave the chart here, but send tor somebody and get 
the figures this chart is based on. I want it run 
down in a column. Please. 

Now wait a minute, let ' s argue on this thing. And 
then Herbert gets in this thing . Arter all, this 
is my bond market. 

That's right. I think •••• 

Now, I lulve - I mean we're talking here in the room -
I think it was one or the smoothest pieces of decep­
tion that I have ever seen t hat the Federal Reserve 
Board, t .hrough their action, throw the whole bond 
market out of gear, increase interest rates, and in 
order to cover up what they· heve done they give out 
all of these statements that aave nothin8 to do with 
it. And never once , in any statement that Eccles 
has made in the lost two weeks, b£s he mentioned 
excess reserves . Not once. Not once. There isn ' t 
a single thing that he said - non-monetary, labor, 
gold, this and that -but he's never once mentioned 
the fact . And that's why I say these people have 
been so dumb, and he ' s gotten away with it. 

Now, he ' s talked about everything which is my respon­
sibility but has foiled to talk about what is his 
responsibility. And the more - if I'm wrong I want 
you fellows to - I say that the increase in the 
Federal Reserve requirements bas thrown this bond 
market out, and I b elieve that Eccles didn' t know 
what's bappened to it. I tnink he was taken for a 
ride. And the thing that I'd like to say is that 
the New York banks saw this thing and they sold their 
bonds because they knew what was coming . 

And I think honestly that Eccles honestly wants cheap 
money, but I think the boy was taken for a ride. And 
I think he's got a brilliant mind and his sssistant 
there - what ' s his nome? 

Elliot Thurston. 

He's also got a brilliant mind . And I think that the 
two of them aw that they made this mistake , saw thnt 
interest rates were going up, saw that the thing was 
piling up, and Just pushed this stuff out . 
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Now, I'm not going to let my mind or my thinking -
because I ' ve done nothing but this; I've had no 
rest- l et ' s forget about Eccles and Elliot Thurston, 
a ll personalities . Because ofter all, when Mr . Jones 
made his s t s tement 11bout t he tax plan I never answered 
Mr . Jones; I thought "Time will tell." 

But this - I've givP.u my life in the last three years 
to build up this bond market so the United St a t es 
Government ' s credit is the highest of any in the 
world . Now, why should I be satisfied and sit here 
and keep my mouth shut and say tha t I am wil ling to 
nave this thing forced down by t his movement? 

And furthermore , r eading the Guaranty Trest of New 
York statement , I t hink that t hey got - was the mos t 
unfriendly and one of the smartest - thi~ they got 
something they didn ' t figure . They come out and say 
this question of pr i ces is o world thing - world 
s t abilization of pr i ces, de facto stabilization. 

Now, did the banks figure that this thing was going 
to go off the w~y it di d? But nevertheless - I mean 
whether - I want to find out whether some or the 
smart boys old sell ln New York and the country banks 
di dn 1 t . 

But I still come back to the thing, do I went to sit 
here at four o ' clock end say everything is lovely as 
far as the bond 'market goes and I am satisfied? Now, 
that's what I've got you here for. Let 's go around 
the r oom. 

Well, I don't know as you c an s it here and s ay 
every thing is lovely, but it seems to me the~ you 
ought to say you haven't any comment to make. 

Pardon me? 

Say you have no comment to make. I don't think they 
can take from that any indication that you feel every­
thing is lovely. They know the t you don 1 t think the 
bond market is where it ought to be . But I question 
getting into this a rgument with the Federal Reserve 
Board , which is whet you will do if you take issue 
and say tha t you are no t satisfied and that you are 
going to t ake action t o remedy this t hing. Right at 

Regraded Uclassified



l! • .:f . Jr: 

Lochhead : 

219 
- 16 -

this time I think I' d ••••• 

,'/ell, !'a not going to answer until I go around the 
room, see, a nd anybody can have a rebuttal. 

Do you mind before I - I want one thing to help me 
on this argument. I ••ant Barris to come in. 

(On phone) Let me talk to Yr . Harris on the tele­
phone in Mr . ~cbbead ' s room, please . - - Hello, 
Harris . Harris, get out your pencil and paper . If 
I wanted t o s ell a - oh, something around a fitteen 
or tHenty year bond and a llow about the usual one 
point - point to a point and a half profit - what 
would be the coupon at pr esent, s ee? And then also 
if I want to sell a f ive year note now, 1'ha t coupon 
1~ould I have to ;JUt on it, figuring the usual - what 
we have been allowing, about the usual margin, except 
that it would have to be fa irly sweet, you see. Do 
a l i ttle figuring and tell me holf much you f igure, 
what the premium would sell, and when you' ve got tha t 
come in, will you? I mean if I want to sell a f ive 
year today, what coupon, allowing - wel l , I would 
want t o allow, I suppose , at least a point on the 
note and on the bond today from a point lo a point 
and a half . And take something along fifteen to 
twenty years; supposing I want t o sell a ruteen­
tNenty year bond . Wnen you've got i t , will you come 
in? 

No·:~ , t hat answers it. I mean let• s just see what he 
does on it. 

Go ahead . 

Of course, obviously we just brought out a bond issue 
a t pr.r and they ' re selling below 99 . r.o1v , obviously 
you can't be sLtisfied with that, and if you are going 
t o be a sked if you are satisfi ed, certainly you ' re 
going to s ay you•re not sa tisf ied . Tne only point is 
how much you' ve had a chunce to prepare yourself . I 
mean I don't think there i s any reason why you should 
go out on a limb Just because there is a press confer ­
ence . I think you' ve got a perfect right to express 
disapproval or non- approval,of course, of the bond 
murket , but I don't think you have to $ art going on 
t he defensive or offenGive this afternoon; t hat is, 
not until you've got a chance to prepare yourself 
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fully . Of course, I don' t know just how far you' ve 
gone aheed i n pr eparing, but I don' t think there ' s 
any necessity of being rushed . 

Geor ge? 

I thi.ntt I can do best by s aying what I think the 
answer should be . Now, the technique of accomplish­
ing that is - I ' m not very expert in that . 

I think the situation has gotten too tight, and I 
think t he ideal solution will be !'or a joi nt action 
by Treasury and Federal Reserve . And I think you 
snoula be very careful not to let the press think 
that you are tninking in terms of your own immedi a t e 
interests - t hnt i s, the Treasury bond marke t -
because what is more important to the Treasury even 
is the general situation in tne count ry as a whole, 
becouse it is on that you have your revenue base and 
where you get your tax receipts , and the general 
economic recovery is contingent upon that . And I ' d 
always talk in those terms rather than in terms of 

the Treasury . 

And the ideal solution - rather, the best sol ution 
oC it at this time - it seems to ~e, should be 
Jointly the Reserve nnd the Treasury, if it can be 
done that wey; and iC it can ' t , well, then I t hink 
you ' ve got to step out yourself . But i f once the 
public gets a s~lit b~tween the Treasury and the 
other , you put more adverse material into the market • 

. ~ell, is that- I ' m not. going to- I don' t iiant to ­
~ want to listen. Harry? 

I tnink tha t you would be on s ounu gr ound if you 
· claim that the raising r eserve requirements was a 

ractor in the decline in bond prices . I think you 
would have a very difficult time successfully defend­
ing your positi on i C you a t tempted to maintai n i t was 
the sole factor, beceuse even though i t mi&ht hove 
been, it is possibl e to make a very good case for 
other contributory factors . AnQ I don ' t think it i s 

necessary to maintai n it as the sole facto r in order 
to demonstrate the point which I think might well be 
demons t ra t ed : that the r a i sing reserve requirements 

did nelp to tighten the market . 
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••i th r espect to what should be done about it I 
am inclined to tbink that nothing should be done 
right now. I think that there should be a peri od 
of watchful waiting . And 1t' sometime within the 
next couple of months or next month it is propitious, 
I beli~ve witn veorge nere that it would be prefer­
able to take joint action both in the way of increas­
ing - l etting some of the gold go in and possibly 
also buying up securities by the Federal Reserve 
Bank, in order to give definite indication to t he 
public tha t it is a monetary matter and that you are 
not following the lines which it w~<s predicted in 
some quarters woula be followed here: tha t the moment 
you had rising prices and wh~t is the usual customary 
accompanimen t of that in the.long run, rising interest 
r a tes, which is to b e expected during a recovery 
~driod to some extent, in order to support the bond 
market the 'Ireasury would toke certain actions. I 

think t hat must be avoided a t all costs. The problem 
is a monetary one . And I think thot you could avoid 
toot implication by g ts tting joint a ction Rith the 
ob jectives being announced as monetary - of low 
interest r a tes . 

l.nd I don't think t he problem is sufficiently acute 
with r espect t o low inter est rates to take any action 
now . And I think it would be bod to take action now 
because it woula be an evidence of support of the 
bona ~r~et r ather than a monetary matter, which it 
might have the appearance of if we postponed action 

a little bit . 

Wayne? 

I think - g oing back more or less over what I sold 
before, I t hink the worst thing that could happen 
to toe mtrket is to have you make a statement tod&y, 
but th>t the silent treatment is exactly what it needs . 
It isn ' t going to help the situation any to have you 
say , •Well, the bond market would have been a t a dif­
ferent level if the Federal Reserve Boerd hadn't 
increased reserve re~uirements." The one thing that 
the market loves when it wants to go down is to think 
there is a row going on. And the rea son that the 
market did correct itself somewhat during the past 
wee~ was because t ner e weren ' t any statements . Much 
better t one and very quiet - that's just the way you 

want it a t the ainute. 
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Herbert , you come last . I mean next to last. 

Right . 

I have only 
ing about. 
s t atement? 

a general i dea of jus t whKt we•re talk­
Is it in connection with the formal 

Any kind of a statement for today, this afterno~n, 
wnen I see the p~ess . 

I •d r ather have no statement by the Secr etary, but 
I agree pretty much with what Barry said, except t hat 
I don't believe in any period of watchful waiting, 
because I think that ~e ought to go to bat right now 
with the Reserve Board and lay out the situation and 
see wnether taey will go along with us on using some 
or all of 590 mill i ons of idle money we have around . 

But you don't tnink I ought to say anything publicly? 

No . I think a joint sthtement would be better . 

H.M. Jr : Do you (Mrs Klotz) want to come before or after Mr . 
Gaston? 

Jrs Klotz : No, I don't ~tant to come in at all. 

Gas t on: I'm very bashful myself. I ' m inclined to think this: 
that if there is prospect of action ver y soon, i t 
wo~a be best to let ~he a ction speak for i tself; i f 
there is not prospect of a ction pr etty soon, if we 
want a "watcaful waiting" period such es Harry sug­
gests, I think trten that something might be hel pful , 
perhaps to the general effect that you do not think 
this jump of interest rates, this drop in Federal 
bonds, was justified by the fundamental market condi­
tions - demand and supply conditions of money . 

!leas : And that is inconsistent with his statement if' he 
says at any future time tha t the excess r eserves was 
one of the causes of the decl ine - I mean thP increase 
in r e4u1rements - because that is a part of the supply 
and the demand . 

Gbs ton: \'/ell , yes . Probably he ' d better not treat it from a 
demand- and-supply feature at all . 
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Well, do you think I ought to say anything? 

If you're going to do something soon, no. 

Well, I don't Anow. I mean ull of these boys are 
perfectly willing to let me take Eccles on alone, 
wOich I suggested. 

Got a lot of bbck history - recent history - to 
give you on that and •. • 

I don't know whether you've told them this . His 
own people tell Taylor that tney are just as wor­
ried as we are. 

What are they worried about? 

Keeping hil:l off the ai.r. 

223 

They're Just as worried as we are - I mean his own 
people. 

Worried about him? 

They are worried about him. Two things: one, keeping 
him off the a ir; and the other, the necessity for the 
Treasury and the Federal Reserve Board working together . 

It they work • ••. 

They W6nt to work ••. . 

They want to work together . 

We ' ve been toget her going down; we ought to be together 
turning . · 

And we ' ve got a financing problem, very definite one . 

Xes, but that worries me the least. I can sell United 
States Government securiti~s a lways ~t this stage i f 
I price them right. There's no troUble about selling 
them if I pr i ce them right. 

•//ell , I think m;y general feeling would be that you 
could combine your f i nancing pr ogr am with the loosen­
ing, if you do it artistically . Row, I have every 
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confidence that you will do it artistically . 

Well , I 'll be very frank with you people . Should 
we give Eccles a chance to kidnap n1mself like 
General Chiang Kai Shek •.• 

Un-huh 

• • • end save his face? I mean is the welfare of the 
country more important - is th~ t the most important 
thing to do? I mean if he wonts to kidnap himself 
and try to save ois f uce . Or should we t hrow out 
nints publicly that Ne are forcing him to ; that ' s 
wrus t it r eally gets t o . 

.Yell, what difference does it make to you as long 
os it finally works out right? 

Well , I 1m human; I •m human . But as I say, I've s at 
her e for f our years and I 1 ve never criticized -
I•ve never cri ticized unother head of a depar t ment 
or agency in four years . I sn't that right, Herbert? 

Yes , yes . 

Well, the minute you go off on a t angent, which it 
will be, and point to the increa se in reserve re­
qui rements, you don't look so good . 

I don't think that you con keep silent on the general 
bond prices today. 

That is something else again. 

You Just can' t keep silent on that . You have to let 
drop a nint, a t least, t ha t you feel that the prices 
h&ve rushed a little bit too fast, that you don 't 
agree with the prices at this stage. You can' t say 
you agr ee with prices at this stage, certainly, right 
after we •ve brought out a bond issue . 

Well, supposing all I say is this: "All I can say 
to you gentlemen is thiS: tho t .1e spent over a hun­
dred million dollars trying to keep it level, so 
we ' ve done everything we could ." 

(Nods emphatic no) 
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Haas: I wouldn't do that. 

Ur s Klotz: You (B.M. Jr) wouldn ' t say that. 

H.M. Jr : Like to do these things and have them all out here . 

Haas : Mr . Secretary, it seems to me if you should decide, 
irrespective -I 'm not considering the question of 
advisability of your doing it - but if you should 
decide to say something about another agency which •••• 

Harris : 

d .:.I.Jr: 

Harris: 

H. !.I.Jr: 

Harris: 

Bell : 

H.!I .Jr: 

Harris : 

d . loi .Jr: 

Bell: 

H . ..I .Jr: 

Bell: 

H.M.Jr: 

Barris : 

I:I . !.I.Jr: 

(Barris comes in) 

At 1 5/8, five year note, only half a point. 

tlo, I have to pay 1 J/ 4 right now . 

Looks that way. 

1 J/4, and last time I paid 1 1/~. 

That ' s right . 

1 J/4, that would be ••• 

He (Harris) got it; that ' s only 1/8 point up. 

And how about a 15-20 year? 

You can put out a 2 J/4 about the length the last 
2t bond was . 

I can wnet? 

12-17 . 

Can I put out a 2 J/4 17-year? 

Wasn't it 12-17 - 1 49- 1 5)? 

Supposing we put out a 15-20 . 

2 7/8. that woula be 1 53- '58. 

Well , that gives the answer. I mean I 111 not going to 
ask •• • • 
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Of course, some of the issues in t he market are 
terribly out of line. The m~ rket hasn ' t evened up. 

The 2ts are out of line. 

Oh, t err ibly out of line . They 're yielding only 
2 . 60 to maturity. 

They 1 re selling too high, aren' t they? 

Yes, yes; tney ' d have to go off about three points . 

(Barris leaves) 

Yr . Secretary, I'd like to say that at t his time, 
more than any other ordinary time, the action 111 
not clearly ca~led for. I think that noK is a time 
when deloy does not lose anything, and i f I had any 
doubts about it I think this is an occasion for post­
ponement. 

Well now, did you ask S. E. C. how many issues have 
backed up? Did you get t hat for me? 

George has been 'NOrking on that . Have you got 'it, 
George? 

You 1•ere to get it from Landis, weren't you (Taylor)? 

Yes 

I ' m sorry . I thought i t was the other way . 

\Ve muff ad the t. I went i n ond saw hill! and ..•• 

That ' s too bad . 

I •m sorry about 
the other way . 
that way. 

tha t thing. I thought it was cleared 
I guess Wayne thought it waa cleared 

I'm disagreed a bsolutely with Barry ' s thing a bout the 
postponement . The postponement, I think, up to date 
has cr eated a very unfortunate condition. Now, I ' d 
only advocate postponement until you are posi tive you 
have the r ight answer. 

Regraded Uclassified



B .~ . Jr: 

227 

- 24 -

I think that the Secretary of the Treasury shouldn' t 
be groping . I think when I talk I ' better say, "Thi s 
is what ! 1m going to do, boys.• 

(On phone) Get me Commissioner Landis, please . 
(Record of conversation follows:) · 
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H. IJ . Jr: Hello . 

Marcil 29, 19)7 , 
12: 2) p.m. 

0 : Chairman Landis is in a nearing; it will take a 
few minutes to get 111m out . 

H. li .Jr: 

0 : 

H.M. Jr : 

Get me his secretary or is ne on the wire? 

I have his secretary. 

Thank you. Hello . 

0 : Go ahead. 

Landi s ' 
secr et ary: Hello. 

H .~.Jr: Mr . Worgenthau speaking . 

L. S.: Yes . 

H.M. Jr: I wonder if you could give me the information I 
want witnout bothering Mr . Landis . 

L.S.: Yes, I 1ll be glad to try. 

H .~ . Jr: I want to find out if I could before I go to see 
the President • ••• 

L. S.: Ah- ha . 

H. li. . Jr : • • ••• how many issues have been held up; have not 
been quoted - I mean like •.•.••• 

L.S.: Now Mr . Worgenthau I ' d like to have you speak to 
Mr . Katz - Just one moment . 

B.M.Jr: Thank you. 

(Pause) 

0 : liello . 

228 

H. l.I . Jr : 

0 : 

They • re to get Mr . Katz. When he's there put hia on. 

Mr . Katz - al l right . 
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Bello . 

Mr . Katz. 

Bello 

Go nhead . 

Yes sir . 

This is Yr . Uorgenthau speaking. 

Yes, sir. 

' 

Mr . Katz, I understand Vr . Landis is in a beari.ng 
and I don 1 t want to bother him. All - could :you 
let me know - an - about bow many issues have been 
held up durtng the last week or two due to market 
conditions; bow many quotations have been held up? 

Held up by the issuers? 

Well, I mean - for instance, I know the Argentines 
were going to get out one tho middle of !larch 
and t hey postponed it a month. I mean how many 
bond issues or stock issues hove been held up 
pending market conditions? 

Ah - now it will take me a minute or two to check 
to see i f there ' s anything we have on that that is 
worth anything . 

Well , will you - 1f you've got anything will you 
call me back? 

Yes, I wilL 

You know what I wsnt- I want ••••• 

I understand, :yes. 

228 

How many different issues have been held up - post poned -
due to market conditions. 

That ' s right . I •m not sure we 111 have anythi ng on 
that but I ' ll check 1t as well as I can. 
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Pardon me? Hello -

What ' s that? 

I'd like it divided as between refUnding and new 
money. 

Righto. 

Please. 

-. 230 
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(Magill •·eturns) 
Go ahead, George . 

As I was saying, if you dec i ded to say s o!llethifli -
I •m not commenting on the wisdom of the policy -
but what you might say is, "Obviously the money 
situation is too t ight. It is perfectly apparent 
tha t it is not t o t he best inter est s of the .•••...• 

Hell~ (On phone) 

Ambassador Bullitt•s secretory is calling. 

All r ight. (Has phone conversation, recorded on 
dictaphone at 12 : 27 P. Y. ) 

Now, 'Nnere were we? 

You could on this s t a tement or in side comments say, 
"Obviously the money situation is too t i ght for the 
best interest of the - economic interests of the 
country. It i s perfectly lljlpnrent in what ' s happened 
in the corporate bond market.• Keep i t off the Treasury . 
There ' s where it started first, and it makes a broader­
gauged view of the whole thing. In other words, the 
Secrettiry of the Treasury i s fundamental l y interes ted 
in the whole picture, not just in the Governments. 
And the press, I think, will criticize you s everely 
i f you think just in terms of the Treasury. The 
Treasury can t6ke care of itself if t his - or t he 
Tretisury bonds would be taken care of by the same 
device that takes care of the general bond market . 

Bow about 1f 1 put it like this? "I am only back a 
day. During my absence I kept in touch three or four 
or five times a day with the situati on . The borld 
market is only a part of the whol e picture . If" -
I'll follow the usual policy that I have since I 1ve 
been here - "if and when we decide that it is necessary 
to t ake action, we will announce it immediately to the 
public, but until that time I have nothing to soy." 

You can add to that, if you want t o, t ha t as far as 
you know, the Ad~inistrotion poli cy i s still a cheap 
money policy . 

Because otherwise they ' ll interpret - I think t hat 
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something like that is important, because otherwise 
they'll interpret you as in agreement with what•s 
taken place. 

I wouldn't say that so far as you know that is the 
attitude of the Administration . I would rather say 
that you personally - to you personally the continua­
t i on of easy money policy is desirable, and that you 
are - and you regard that not merely from the Treasury 
point of vie« but from the broad • • •• 

All right, Ur. Gaston - "IVhat are you going to do 
about it?" And you immediately get into ell kinds 
of discussions . "~nat are you going to do about it?" 

"Just got back . • 

I mean "What are you going to do a bout it?" 

"Continue to watch the situation. " Say that you are 
not satisfied tha t this isn' t a temporary flurry . 

Well, wha t if you uren•t satisfied that it isn' t a 
temporary flurry? 

Then it will right itself . 

That gives a lot of information. 

I think I ought to do one of two things . I think I 
ought to say about ten words and say, "Gentlemen, I'm 
very sorry, I have nothing else to say . Just got 
back . • Or go into a lengthy discussion and •... 

nould you say •Just got back"? After all, the Secre­
tary of the Treasury ought not to be away from a 
problem at any time and ••.. 

\'/ell , I can simply say that, following my usual policy, 
when we are ready to take action we will announce it 
publicly. And not ttu·ough 1my speci al Goldsmith lot tors. 

That's a very strong foreshadowing of action. 

•If and when," I sai d . If and when . If and when. 
Because I'm going to see the President. Let ' s just let 
that ride. '::e can have some more time after I come 
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back fr om the President . 

Now let's talk about revenue . 

Have you (Seltzer) got those figures on commercial 
loans? 

Yes . 

l4ay I have them? 

Bere they are . 

"Other Loans," beginning of the year . .. . What do 
you Anow - he writes it out - 82 mi~lion - and then 
tears it 1n halt. 

Ther~•s hnother figure . Will 70u explain tho t to 
the Secretary, Larry? 

Y·es . Decline in Government bonds, from reports of 
member bunks . 

Those ~re not the whole System; that ' s just that 
series of weekly reporting member banks . 

llow listen, put it a 11 on one . I can do the t. 
(~rites figures on s eparate sheet ) That gives us 
• other loans" December )0, 19)6, $5, 797 millions; 
Yarch 17th- wasn't that St . Patrick ' s Day?- •••• • 
Weekly report of member banKs....... Well, tbat•s 
really nothing - 82 million. 

George , make a note of this now . Take t hat 418 
million thbt they ' re offering December 30th to 
!.larch 17th and find out how much of that was in -
what districts it took place ln. Vlhat districts 
it took place in. 

ltlost all of it is lle• York. 

Yes, but I r ead 1n the times that the country 
districts increased, so if t hey incre~sed some it 
shows up all t he more for New York . 

Now let ' s talk a minute about revenue. 

Do you want to take t hat with you, Ur. Secr etary? 
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No, no . 

The extra Treasury bill issues that \Ve have been 
on for the last ••• • 

234 

Oh, excuse me a minute. 
a special memorandum on 
Graves before I see ••• 

(To Wrs Klotz) Graves bas 
narcotics. I want to see 

Hello (On phone; record of conversation with Ur. 
Katz follows:) 
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Katz: 
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Katz: 

H. li. Jr : 
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H.!.I . Jr : 
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H.M.Jr: 

K: 

H. l.I . Jr: 

K: 

H. :I . Jr : 

K: 

H. l.t . Jr: 

K: 

B. ll.Jr: 

Hello 

Secretary lllorgentnau? 

Taliting . 

This is Ur. Katz. 

Yes. 

March 29, 19)7 . 
12 : )5 p.m. 
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I ' d like to t ell you what our si tuation is here a nd 
ask you what you 1d like us to do . 

Please . 

Our situation is this . Number One, 11e have no immed­
i ate figures which would be availabl e within the next 
ten or fifteen minutes . 

Yes. 

Two, we could compile the following data: F'irst, 
i ssues which became effective but against which -
which apparently were never actually offered . 

Yes . 

I mean t hat's witnin the last week or t wo . 

Yes . 

Two, issues - ah - ah - ah - which were withdrawn 
from r egistration even before the registration became 
effective . 

Yes. 

And Three - ah - well, that would be the two things, 
you see . 

Well , what I'd like you to do •••• • 

Then Three - ·we could get issues 1n which - against 
which delaying amendments were piled and after we 
assembled al l of those • •••• • 

Yes . 
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• • •• there would sti ll be an eleMent of conjecture 
ns t o the motive for withdrawal or delay as the case 
might be . 

Well , suppose you get all of those things together 
and, i f you don 't mind, if you ' d ask Mr. Landis if 
it ' s all right for you to come over and see Mr . Taylor 
and explain it directly to Taylor . 

Ri ghto . 

vi ill you do that? 

Now - ah - ah - how - how soon do you need it? It 
wil1 take a little time for us to do that. 

Well , could I have it tomorrow morning? 

Well , I think - I 1 11 try - I 111 do the best I can. 
Now this much I - I would like to tell you now . 

Yes . 

Our Registration Division, while they don't have their 
data together and while there is a necessary element 
of conjecture in motive, are satisfied - just one of 
these judgments that you get in actual contact, you 
see - are satisfied thct the predominant motive for 
such withdrawals and delays that have occurred in the 
last week has been uncertainty about t he msrket . 

But you couldn'.t give me a lu:Dp sum figure? 

I couldn' t- no, I could g ive you just the figures as 
to actual delay and then guess a~ to gotives. 

I see . 

There ' s no way of knowing motives if they don ' t give 
them to us. 

Well 1f' you don ' t mind getting it together and then 
coming over and see Wayne Taylor tomorrow morning I 1d 
appreciate it very much. 

Right o, sure . 

Thank you. 
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The extra Treasury bills that we are now offering 
~ill end on April 7th. During ~arch, as a result of 
the extra expenditures and the loss in revenue, the 
General Fund balance, working balance, suffered about 
295 million - almost three hundred million. 

Due to? 

Due to increased expenditures such as the investments 
and gold purchases, and then the loss of r evenue. 

Three hundred million. 

About three hundred million dollars. 

That's tne figure !guessed at . 

That's right. If we raise )50 million b; Treasury 
bills right ufter April 7th - or any other means -
we ' 11 go out of April with 589 million and we 111 go 
out of !.lay >~ith 5)0 million. And then provide for 
a financing of about 750 million dollars in June and 
go out of June with a billion, 105 million. 

Now let me ask you this . April 7th - you mean we 
sell another fifty million of the June notes on 
April 7th? 

:les, sir. 

On Allril 7th. 

That's right . 

Then I don ' t have to make up my mind until ••• 

April 7th. 

April 7th. 

That's right. Or the 14th. 

So I've got this week and next week. I've got • • • 

That ' s - yes, sir , that's right . 

r•ve got this week and next week. 
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You have a week from next Wednesday to make up your 
mind what you• re going to do after April 7th. 

You' ve got one fifty that will be sold regularly 
as on ' schedule . 

\'i'eek from 1/ednesday it comes in on cash, but you have 
to announce it this Wednesday. 

But I don' t have to make up my mind again unti l - I 
don ' t have to make up my mind this Wednesday. · 

No, you•ve got a week from Wednesday . 

All rignt , I c an live a couple lives in that time . 
All right. 

No* let me ask you this question, Wr . Bell . What is 
the Trea sury going to do , seeing the income tax 
receipts neven 1 t come up to expectations? \Vha t are 
you going to do? 

Do you mean with r espect to replacing that revenue? 

Yes, thkt's what I mean. 

;•;ell, I don't believe I 1d do anything, other than 
r &ise it by borro~ing . 

I mean ere you going to look for new income to ••• 

No, I don't .•• 

No ne1v taxes? 

I don ' t think I would . 

Do you believe in balancing tbe budget? 

Yes, but I don ' t believe 
lays the golden egg, and 
far in taxes somet imes . 
pretty good tax base and 
come in. 

in killing tbe goose tnat 
I think maybe we can go too 
It seems to me we have a 
eventually tbe revenue will 

or course, the answer to that particular question i s 
that it i sn' t completely known. 
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1Ye 1 ll have Dr . llagill a t the press conference . !low, 
llr. Undersecret ary, what are you going to do obout 
the shortage in r evenue? 

Well, I 1d l ike to s tart out by seeing what i t i s , 
if you don ' t mind . You may know that ; I don ' t know. 
You•ve got a shortage, as far as I can see - I t hink 
George will dispute tnis, but i t looks to me as if 
you ' re going to come into the end of the fiscal year 
about 600 million shy from your estimates. !low, or 
the 60J mi llion shy, I•m counting on only about a 
hundred or hundred fifty mi llion being from the income 
tax . But I tnink pretty clearly t he estimates will 
be off about that much on the income t ax . 

~ell no«, the Presi dent always asks if you luaped 
per sonal and corporate income t ax. 

That' s both. 

In other words •• • Oh, thbt was funny . Geor ge looked 
so sick, and suddenly when you (~agill) sai d 15J of 
it is on the income tax - suddenly the color come bnck 
to his face • 

.'/ell , I - there ' s o story on those that you should h~ve 
before you. 

Well now, certainly the greater part of that 600 
mil l ion deficit is pretty clear - that it is going 
to be a aeflcit from the estimates . r:o'>' , do you 
~ent to run over the items? Ther e ' s about four or 
five of the!:l. 

Ko , I'll ao that - I didn't ~llow for that ~nd I 'll 
do it again at throe o • cloc~ , depending also on whar 
the President says - I mean Rh&t he does say . 

!low on the income t ux, we now have men out in these 
pri~cipal d i stricts where t.he defici encies occurred -
deficiencies as ugalns t the estimates - going over e. 
considerable number of specif1.c problems which were 
worked out by ~ number of us together . 

Give me the breakdown of the 600 . 

Regraded Uclassified



Mug ill: 

u . ~ . Jr: 

Magi ll : 

H. I.! .Jr: 

:.tar ill: 

HntiS : 

:.!agill : 

H •. LJr : 

Bell : 

.l!ag1ll : 

ll.ll.Jr: 

lolagill: 

Taylor: 

~Lgill : 

H. !.! .Jr : 

Uag1ll : 

- ).2 -

,fell, this windfall tax we had in for 82 million, 
and the deficiency I have down is g1 million. 

Off ••• 

Off dl. 

Off 81. 
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The Railroad Retirement tax was in as 135 mil l ion 
and I have i" down as off a hundred . That's conser­
vative; it' s probably off 135. 

I tnink that you can take the whole business off, 

!;o, no . llo, I won't. No, I stick to my hundred. 

It ' s up to the law Nnether it comes in, and the Court . 

!.linus a hundred . ~ll right . Minus a - now wai t a 
minute, Ros; in the Treasury always figure the worst. 
If there ' s t wo figures, I• d t eke the worst . 

~ take it, Ros , you ' re expecting to get some t ax under 
the new law . 

Yes . The reason I say off a hundred is 1t seems to 
me inevitable that some kind of a law will be passed 
at this session of Congress on that subject. 

But the way it looks now? 

The way it looks now it's off a hundred. I think that's 
fair . 

Off 135· 
Now, that isn't the way - it's the way it looks to 
them, but it i sn 't the way it looks to me. If you 
want mine , it ' s off a hundred; if you want theirs, 
it's off 135. 

Well, I'll put i t down o hundred . 

The gift tax was estimated at 110 and it's off 90. 
The estate tax was estimated ut 305 and I think i t ' s 
off about 80 . 
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How much? 

80 

(Nods no) 

You see , there isn' t perfect accord . I ' m Just giving 
you my net . The Social Security is down for J~5 and 
I think it ' s off about ~4 . 

Anything else? 

That ados up to 4)5 . 

435? 

Now, the income tax , you see, isn' t included . I would 
personally think the tox - income tax would be - would 
pretty easily be off 150 . 

Give me that sheet thot you ' re r eading off, will you 
please , end have a copy made . 

Look, I' 11 have another chance end I ' d like you people 
to come back at three . By that time I ·dll have seen 
the President; I• ll know whnt ' s in his mind . 

Dan, anything I should tell the President urgent that 
we have t o do? 

Yes, we ' ve got to s tlirt. on relief right away . I don't 
~ow now urgent the Wegner housing thing is . 

And we've got this Railroad Retirement . 

Yes, Railroad Retirement. 

I wish we could get a woro from the President on that. 

Let me Just put dowo the things that I want to take 
up with him . Tell him the t hi ngs we ' r e wor ki ng on 
are housing , Railroad Retirement • •• what else? 

Relief. 
Well , don't we want tog et in on this questi on of 
tenancy - land tenant - where we going to get the 
money for that? 
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1 .:ion 1 t know. 

That hasn' t cryst allized , has i t, t hat farm tenancy 
situati on. Has that bill •••• 

The bill is al l up there . The Committee ' s got a 
bill which t bey ' re going to r eport. 

• 

On that Retirement, He keep getting it all the time 
th~t the President, in some kind of a private con­
f erence, has approved the plan, including the rate 
structure . Now, we have never received any indica­
tion I know of from our own chnllnels that the President 
ever approved the rate structure . 

As a matter of f act, it' s been just the opposite . 
The President t old Wcintyre wnile I held t he phone 
one day that he did not a pprove t he scneme but told 
t hem to go ahead and work it out . 

Well, t he talk is tha t there was a later conference . 
irha t I have been told is there was a l ater conference 
between the President and George !Iar rison and the 
Railroad Brotherhoods a nd tha t the Pr esi dent a t that 
time agr eed to the r ate structure, wnich by that time 
had been published in the papers . :lo·.~ , if that i s so , 
'llhy 

1 
it woulc. be & gre11 t uelp to ..cno.v it . 

Well , I tal~ed to him, as you knoN • 

Xes 

And wnen I Sf i d it w&s Jus t e ques tion of r a t es, no 
sai~ , "That' s ell right . " I mean I gatnerea that ne 
didn't seem to have any commitments on r a ues . But 
we can &lways fina out . 

All r i ght, gentltmcn, t hank you. 
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01 

B.ll.Jr: 

o: 
a.K.Jr: 

0 : 

Bello. 

.... 

llarch 291 1937. 
12:23 p.m. 

Chairman Landis i s in a hearing; it will take a 
few minutes to get him out, 

Get me h1s Secretar7 or is he on the wtre? 

I have h1s Secretary. 

Thank you. Hello 

Go ahead. 

Landis ' 
Secretar,. : Hello. 

R. M.Jl': 

t .s . 
R,W. Jr: 

L. S. 

H, M.Jr: 

L. S. 

R. I& .Jr: 

L. S. 

R.M,Jr: 

0: 

H.M. Jr: 

0 : 

Kr. Korgenthau speak1ng , 

Yes, 

I wonder it you could give me the .information I 
want without bothering Kr. Landis. 

Yes I'll be glad to t ry. 

I went to find out if I could before I go to see 
the President •••• • 

Ah-ha • 

• ••••• how many issues bave been held up; have not 
been quoted- I mean l ike ••• • • ••• •• 

Now Mr . Morgentbau I'd l ike to have you speak to 
Kr. Katz - just one moment. 

Thank you. 

(Pause). 

Hello. 

They're t o get Kr. J(atz. When he•s there put tu. 

on. 

llr. ttatz - all r1gbt. 
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Hello. 
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Hello 

Go ahead, 

Yes sir. 

- 2-

This is Mr. Morgenthau speaking, 

Yes s ir. 

244 

Mr. Katz I understand 1&1' , Landi s is 1n a he4J'ing 
and I don' t want to bother hill. Ah - could rou 
l et me !mow - ah - about how liAllY issues have been 
held up during the last week or two due to market 
conditions; how many quotations have been held up? 

Held up b7 the i ssuers? 

Vlell I mean - for instance I !mow the Argentine 
were going to get out one the middle of Karch 
and ther postponed it a month. I mean how manr 
bond issues or stock issues have been held up 
pending market conditions? 

Ah - now it will take me a minute or two to check 
to see if there's anything we have on that that is 
worth anything . 

Well Will fOU - if rou've got anything will fOU 

call me back? 

Yes, I Will . 

You know what I want - I want •• • • • 

I understand, res. 

How many different issues have been held up - postponed -
due to market conditions. 

That' s right . I ' m not sure we ' ll have anything on 
that but I'll check it as well as I can. 
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Pardon me? Hello -

What's that? 

I'd like it divi ded as between r etunding and new 
money. 

R1ghto. 

Please . 
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Bello 

Secretary Morgenthau? 

Tal.king. 

This is Mr. Katz. 

Yes. 

llarch 29, 1937. 
J.2135 Polio 

I 1 d like to tell you what our situation is here and 
ask you what you ' d like us to do, 

Please . 

Our situation is this: No . 1 we have no immediate 
figures wh.ich would be ava.ilable within the next ten 
or f.ifteen minutes . 

Yes. 

Two, we could compile the following data: First, 
issues which became effective but against which -
which apparently were never actually offered. 

Yes. 

I mean that ' s witb.in the last week or two. 

Yes. 

Two, issues - ah - ah - ah - which were withdrawn 
f rom registration even before the registration became 
effective. 

Yes . 

And three - ab - well that would be the two things, 
you see. 

Well what I'd like you to do ••••••• 

Then three - we could get issues in wh.icb - qa.inat 
which delaying amendments were piled and after we 
assembled all of those ••••••• 

Yea . 
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••••• there would sti11 be an element of conjecture 

as to the motive tor Withdrawal or delay as the case 
might be. 

Well suppose you get all of those things together 

and, if you don't mind, if you ' d ask Mr. Landis if 

its all right tor you to come over and see Mr. Taylor 

and explain it directly to Taylor. 

Righto. 

Will you do that? 

Mow - ah - ah - how - how soon do you need it? It 

will take a 1ittle time for us to do that. 

Well could I have 1 t tomorrow morning? 

Well I think - I •ll try - I ' 11 do the best I can. Now 

this much I - I would like to tell you now. 

Yes . 

24 7 

OUr Registration Division while they don't have their 

data together and Whi1e there is a a necessary element 

of conjecture 1n motive satisfy just one of these 

judgments that you get 1n actual contact, you see, are 

satisfied that the predominant motive f or such Withdrawals 

and delays that have occurred 1n the last week has been 

uncertainty about the market. 

But you couldn't give me a lump sum figure? 

I couldn' t - no I could give you just - the figures 

as to actual delay and then guess as to motives. 

I see. 

There ' s no way of knowing motives i f they don ' t give 

them to us. 

Well it you don't mind getting it together and then 

coming over and see Wayne Taylor tomorrow morning I ' d 

appreciate it very much. 

Righto, sure. 

Thank you. 
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a . ll.Jr: 

0 : 

H. Y.Jra 

Bello. 

Karch 291 1937. 
12127 p.m. 

Ambassador Bullitt•s Secretary is calling. 

All rlght . 

Go ahead. 

Bello. 

Bull1tt ' s 
Secr etary: Bello. 

B.U.Jr : 

B.S. 

B. U.Jr : 

B. S . 

Yes . 

Is this llr. lllorgenthau? 

Talking . 

248 

I'm very sorry to disturb you. This is lllr. Hawkins, 
Jlr. Bullitt•s Secretary speaking. llr. Bullitt is 
w1 t h llr. Roper at the moment and he would like to 
see you right after - any time after lunch. He'll 
hold the whole afternoon for you between one and five . 

H.W.Jr : I see. 

B.S. And he asked me to call you up and find out when 70U 
could receive him. Be's leaving for Paris tomorrow 
morning . 

H. I4. Jr: 

B. S. 

R.Jt.Jr: 

B.S. 

H.M.Jr: 

Ah-ha. Well now - ah - ah - I have a Press Conference 
,at four. You don ' t suppose llr. Bullitt could come right 
after that? 

Be could come right after that if you like, yes . 

Ah - 4:30? 

4:30 would be fine for him. 

That would please .a. 

B. S. His next engagement is 5130. Will that give you 
enough time. 

B.M.Jr: 5a30 
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Ria next encaceant 1a 5:30, :yea, 

Oh :yea, I think that would be plent:v of tille, 

All right, sir, thank :you nr:y IIIUCh. 

Goodbye. 

Goodbye. 
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llcR: 
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Yrgill: 
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Oliphant: 

d . J. Jr: 

Oliphant: 

d . ll .Jr: 

llrs Klotz 
Jolt> . Lochhead 
Mr . White 
!lr. Haas 
!lr . Gaston 
Mr . Magill 
llr . Taylor 
:.tr . McReynolds 
lllr . Bell 
t.lr . Oliobant 
llr . Upn:lm 

llarcb 29, l9J7 
J:OO P. ll. 

In answer to your (Magill) question, the President 
has never discussed r~tes on Railroad Retirement 
with anybody, ana be said he's perfectly willing to 
le&v~ it to us to work it out . Has no suggestions . 
\'/hen we have sometl\ing •..• 

(llcReynolas comes in) 

Hello , Mac . 

How do you do, sir . 

How are you? 

Glad to see you back • 

Glad to see you. You look pr etty well. 

Feeling fine . 

So t nat' s t hat. 

·.1ell, I haven• t been made out a liar yet . 

250. 

No, and as to that • • •.. 
conversation, unrecorded) 

Hello (On phone; has short 

(Oliphant, Bell a nd Upham come in) 

How are you? 

Oh, 9retty good. 

How's the President? 

Be ' s fine . I ' m played out; be played me out. I Just 
started a report of what I picked up fr~• bia. 
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On the Railroad Retirement thing - I 'll repeat that . 
Be hasn't tulked r ates to anybody and is perfectly 
willing to leave it to us to ~ork it out . No parti­
cular interest - I mean showed no interest. 

And so if we 're going to have a meeting, I want it 
one of tHo places : either in the office or on the 
Hill - a joint meeting of the two tax Committees. 
I'll go up there or they c an - I mean I'd call up 
.mo~vtlr it is . Do tney have a clerk? The joint 
committee on taxation - do thty have a clerk? 

Chief of Staff. 

tlel l , you .vork i t out anyway , anu I think !lilly be 1t 
wo~J be better to leave it t o them. Tney can have 
it there or here . I'll suit their convenience and 
I • 11 set aside tomorro" afternoon. oVe •ll hold it 
tomorro.v afternoon. 

Shall I call the chairmen? 

Yes . 

Tell thorn you' 11 be glad to see them tomorro1v afternoon, 
e ither place, a t their convenience. 

Do you have Cabinet tomorro~? 

Never uo . Not since - Hoover's no longer President . 
He had Cabinet on Tuesday . 

I forgot . Well, you have Cabinet Tuesday and Friday, 
don 't you? 

No . They used to have Executive Council as long as 
Frank Walker ,vas ar ound . 

Tn~t takes care of t hat . 

Housing . 

That ' s f ine . I'm awfully glad to get thet ·•ord . 

I gathered you would be . 
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You jus t about needed it, di dn't you, Ros? 

Fresh shock troops that we bring in - see , t hey ' ve 
got to get their baptismal fire. We old veterans 
have been four years 1n the trenches. 

It was a pr etty good baptism. 

You're not lhrough yet, a nd you haven't won yet. 

2$2 .. 

Now, housing . If and when we ' ve 
wants to see us , and not before . 
1n, Bell and Uac? 

got something, he 
'llhr.t shape i s that 

'o'lell , I 1 ve got a draft - separate memorandum on 
two i deas . I tal~ed to D~nny a little bit this 
morning and told him what I wos putting in the 
draft . I haven't seen tne final dra ft . The boys 
worked over t he week- end . 

You're not ready then, v1hich is good . i>ll right, 
we ' ll pass you. 

I c an hove it reaay most any time you want i t . 

llo, you 1 re passed . 

The next thing - relief, Dan . The President wanted 
the Governors oown here Saturday or Sunday or Uonday, 
and I said , •Please make it AOnday .n 

Governors? 

Yes Lehman and t he rest of them. Got to answer them. 
So i tnink I would - I hope to have an appointment 
with the State Depar tment at ten; if I go, you (Taylor) 
~o with me , by the way - so supposing at eleven you 
(Haas) bring in that study t hat you made . 

ThLt Daggett made . 

Pardon me? 

Daggett made it. 

Now, who's interested in that besides -Bell 18, 
anybody else? 

Regraded Uclassified



Baas: 

li . :.l . Jr: 

Baas : 

li . ~.Jr: 

WcR: 

ii . ;.l . Jr: 

:.lcR: 

li . :J . Jr: 

- 4 -

Daggett 's been t he o~y one worked on 1t in our 
shop . 

\'I ell, this has to do with r clief, hasn • t it? 

Uh-huh. 

All right, that ' s t hat . knd Wac usually sits in 
on relief . What? 

Yes, I usually do . 

All right, eleven o'clock. 

l:.leven o'clock t omorroif? 

Yes . 

253 

Now, farm tenant. The President says he ' s going to 
maybe get them together, and I said, "I ' m a glutton 
for punishment . • He doesn't think that Bankhead and 
Jones know what it ' s all about and he ' s got to talk 
to them and educate them. I asked somebody to do it; 
have you (Baas) got it? 

Haas : No . 

B. J.I .Jr: 

H. :.! .Jr: 

Bell : 

H. loi .Jr: 

Baas: 

No? I pass you. 

Don't pass me yet. I think there's a memorandum on 
~ aesk or on ~ stenographer ' s desk. The boys had 
d ifficulty in f inuing out OYhich was the hdm1n1stra­
t1on's bill . They called up Bill ~ers; he was a 
little vague too. So in oroer to ha~e something 
t hey selected what seemed the most plausible one and 
analyzed it. 

You're passed . 
They haven't got any Admini stration bill, besides , 
on it. 
Well , we •ll do that; I want to go into that. When 
you•re ready you'll let me know? 

Sure . 
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H.U.Jr: I think if we do Railroad Retirement t omorrow after­
noon and relief tomorrow morning - preliminary 
meeting on relief - tlult's about ell I c an swing 
tomorrow. So that brings you over to tne next day 
on ... . 

H&&s : Might want Miss Lanigan on that relief. 

B •• Jr: All right . And he said before these Governors come 
down, we 1ll have a dress rehearsal with Barry; so 
just as soon as we know where we ' re at , I thought 
I 'd ask Hopkins over here . 

Bell : All right. 

d .~.Jr: The President is not particularly worried about the 
prices of bonas . Be said he told me on March 18 -
Uay 18 - the price of bonds were going to go down. 

ll11as : What? 

H. :J .Jr : The pr i ce or bonds were going to go down . 

Hn11s : If ne knew wh11t Eccles was going to do, he certainly 
did . 

H .~ . Jr: This is swell; if anybody tells this, I'll shoot him. 
He said, "How, you take myself." He s ay s, "~bonds 
paid off . I got five thousand dollars in the bank. 
I'm not going to buy your bonds and only get a 2! 
percent interest . " Be says, "I'm going to wait until 
I get a better interest r ate . " He says, •There ' s 
mil l ions like me . " Be ssys, •I 1m not going to buy 
your bonos when they 're only around 2t ." 

Urs Klotz : He ' s on your side or the fence, i sn' t he? 

H. li . Jr : Oh yes, wonderful ; he's priceless . I swear, if we 
could only tell him- be says - well , I•ll tell you 
(Mrs Klotz) later . Uake a note : what be asked me 
to do . I'll answer him . 

Be says "I ' m not going to buy any of this stuff. 
It ' s ridiculous ." Be says, •How listen, we ' ve got to 
plant the seed . From 2 3/4 to 3 percent is about 
right." Ue says, •Maybe 2; .• 
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Are you going to announce to your press conference 
that the 4dmin1stra tion doesn't f avor easy money? 

~asy a t f ive percent . 

I say, "WhY don ' t you buy our baby bonds?" He 
says, "That doesn ' t fit my class at all . " 

(Hearty laughter) 

That would make a good story too . 

Isn't he oarvelous? 

Well , I reaffirm my i dea; he had not seen either of 
the Eccles statements . And - oh yes - oh, he figured 
that we ,,ere off 15J mill i on dollars on our income. 
I told him tha t was right, but I said with t he other 
additi ons it 1vas 600 . He says, "0h, your peopl e Just 
cion' t lmow .vhnt they ' re talking a bout." He said , 
"I won 't accept those f i gures . " He says , "My f"igures 
are 150 million. I Just won ' t accept t hose figures . " 

That makes everybody feel happi er . 

He says , "How much cio you 
nicked on f ar m tenancy?" 
figure is J5 ." 

feel we ' re going to get 
I said 20J mill ion. "NY 

So I saia , nwell, we make swell partne~s, don't we?" 

No.l Dan, tnis is t;oing to wipe the s:::ile off your fr.ce . 
He says, "Now Henry , remember we said one hundred 
mi l l i on dollars over. ~ongress goes on, let ' s say 
for ~rguoent , until J uly f irst, and t hen we1 re off 
a hundr ed fifty million dollars on our revenue . 'lie ' re 
out 250 milLi on dol l ars . " 

Just a small matter, huh? 

Yes So somebody has gotten this t hing i n his head, 
and ' you and I have got to keep at i t a nd ct it and 
a t it. And we ' ll hove to, when I go over there again -
I mean you fello~~ will hove to get toget ner on t hi s 
a nd present the pi cture. IVe 'll have to, I think, 
prepare & document to him i n the form of a revision 
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of the r evenue estimates, which normally comes from 
you, d oesn't it , Bell? Huh? 

Yes, it usually gnes thr ough the Budget to the 
President if yo u a re submitting 1t t o the Presi dent . 

Yes , a formal revision . \Vha t? 

Yes . 

.t;ecause he ' s got tnings ... He repeated to me wnat 
he said do.m at Harm Springs, thf.<t Nith the farm 
tem.ncy bill and the others 1t ... ould be a couple of 
hundred million dollars over i n the estimates, but 
they won ' t spend but JJ or 40 million of it . So he 
said, •Your net balance -you won't have to borro* 
any money end it ' s just on the books , that' s all . 
It 1 s just an appropriation. " 

That ' s what hurts . 

Now, nobody can breathe it, but I want to give the 
backgr ound so you know what v:e ' ve got to work on and 
how he feels . I mean I - aeain I know nobody ' s going 
to break my confidence here . But we ' ve got to prepare 
aere a formal document and submit it to nim . 

So I explained to nim thDt Ne Nere checking in the 
districts and so then - this is a very interesting 
story . Be said , • Well, how did that figure ever get 
out?" ·~ell, a man formerly with the Trea sury who 
has gone into priva te business gcve it to the .Vall 
Street Journal." H• said, • .1ell, anybody like tha t 
who gives out inside infor mation - shoulon' t he be 
prosecuted?" So I said, •Mr . President, that man has 
no legs . " •Oh," he said, "I'm sorry . Forget it. • 
Interesting . 
Very easy f or a fellow to t~ke just the daily Treasury 
s t atement and just come to the same r esult . 

But we ' ve got to do a job, and the only way t o do o 
job i s t o pr epare a very , ver y c areful document and 
give us the r eason Nny . And there ' s no par ticular 
burry . I mean I think I ' d say - oh, I'd make o date -
on, two weeks , Dan? 
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Well , our agents are supposed to r eport every night, 
but t hey 're supposed t o be back in t he course of f our 
or five days. 

Do you - we br ing t hat to you, Dan, and t hen you 
transmi t it? How i s thut done? 

.Vell, during the budget pr epar ation, I get the formal 
estimat e f r om the Treasury as part of the budget 
picture . 

But you submit i t? 

Ordinarily the Director of the Budget , and the Act 
requires the Director of the Budget to get estimates . 
But I wouldn ' t quarrel about it . I mean if you want 
to submit it • • •• 

No, no . Listen, it ' s all one family . 
~ay is to prepare here for you - g ive 
you send the document to nim. 

But the formal 
it to you, then 

I think probably the whole budget pi c t ure ought to be 
presented again . I have an ides that i n connecti on 
with the hearings on the relief bill you' re going to 
be asked for new estim&tes . 

Now, on the relief bill . Uight as well have the good 
and tbe bad , the sad and the funny . ll billion and a 
nalf, with no pledge for the l as t three years . Same 
statenent - private employment, so for th and so on . 

Of course, a billion and a half is out the window now 
if the estima tes of revenue don ' t come up to expecta-
tion. 

\'/ell , they have nothing to do with each other . A 
bil l i on and a half is based on the needs of the 
unempl oyed . 

Excuse me . 
But I ' m jus t telling you, t hat ' s the ki nd of message 
he has i n mind . And I think you' re r ight . I thi nk 
that when he considers t his whole quest i on of relief • • • 
Last September we got a lot of supplementary estima t es . 
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That ' s r i ght after Congr ess closed . 

1/hat I want t o do i s - I would say cer tainly thi s 
ruonth we ought to give t he Presi dent a new pi ctur e 
on r evenue f or mally, so that he knows and we di s­
char ge our r esponsibility . Don' t you t hi nk so? 

Yes , s ir, and tna t ought to incluae the whole 
budget pi cture . 

I think it ougnt to include tne whole budget picture . 

Let me see what else . But the only thing that I -
the only tning I can see thht is really pressing -
there ' s going to be pressure on us - I mean for the 
immedi~te t ni ng out of these four things it is relief. 
!low, on 'he financing I told hi m we had until n.ext 
;lednesday, see? And in view of my telk wi tb him I 
think at the press conference I ' ll jus t ~eep my mouth 
shut . 

Bu t what else is there - I mean that we ' ve got other 
than the stuff t hat keeps coming along? Have you 
got anything , Herm~n , concerning me? 

We ' re A'Orking on tha t - those foreign credits , but 
that, you said, wouldn ' t be acute before Wednesday 
or Thursday . 

No . 
VIe haven ' t heard from St ate Department, nave we? You 
sent that memorandu= over a week ago Friday . 

Well, I ' m asking Mr . Hull to see me at t en tomorrow 
mor ning . 

I sent you in another copy of that today . 

Have you? 
The one you s i gned and sent to hi m two weeks ago. 

You sent i t i n today? 

You ~ nave; I haven ' t go t t en it • 
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Oliph&nt : I t bad a little slip on i t addressed to the Secr etary. 

Urs Klotz : I ' ll get it. I haven ' t go t it. 

Olipha nt: 

H. \t .Jr : 

Oliphunt: 

i! • .:.! . Jr : 

Lochnet.d : 

li . ~ . Jr : 

:Jug ill : 

d . !A . Jr : 

Bell : 

H. IJ . Jr : 

Bell : 

H. IJ . Jr: 

Haas : 

H. !! . Jr: 

Is tha t what you're seeing hi m about? 

No . No , it ' s not . 

I see . 

Tnis thing, Bank of Manhattan- well , I don ' t think 
anybody can s top them from tolAing . 

Of course, the Feder&l !U.s h:;d more inc,uiries the 
las t two weeks tnan they huve had in the last year . 

I think insteaa of t rying to solve all t he problems 
of the r:orla nt the four o ' clock oress conference -
I think they ' ll just nave to do the best they can, 
tna t ' s all . I think our ;1ork is cut out for us on 
estimates . I mean I don ' t want to repeat myself, but 
I think we ought to get together, give the Director 
of the Budget the necessary infor mation so he can 
make a forma l r evision of the budget esti mates , both 
a s to receipts and expenditures . 

Do you want one of us t o get t hat stuff together in 
u memor a ndum to him? 

,"/ell, I would say - I t.lliM it should clear from 
Vagill to Bell . I mean I aon•t r.ont to be formol , 
but on t ne Treasury side I 1 11 bola you (Wag111) 
r esponsible: and you l et it clear from you to Bell . 
Is that agreeable to you, Bell? 

!t ' s agr eeable . 

,'/hat? 

It ' s all right with me . 

Isn' t t hat all right with you, Geor ge? 

Oh yes . I think that ' s the proper •••• 

Is that - I mean so we con get 1t here and give it 
to them . 
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You' re satisfied to get it in a couple of weeks? 

Yes . I mean I 'll take it earlier , but I think that 
I mean that ' s sub ject to just one revision, and that 
is if the President rushes us on relief. Now, he did 
say when we saw •••• 

Well , #e can give you a pretty good stor y on i t right 
now, es a matter of fact. The income tax, I think 
you ' d say, is up in the air at t he moment and you 
can't tell that . But these four or five miscellaneous 
taxes I wes speaking of this morning - «e cLn tell 
you the story on that right now. 

Well, I tried to tell it t o him and he just woulon•t 
lis~en . But that's all right; ae •s done that before. 
I 've had to go back to him siX times on a thing like 
that . 

He wonders how you could be off 600 million . You 
see, i f a thing is tied up in l itigation and a •••• 

It ' s a simple story on all of them except the astute 
tax, a nd George anu I will have to get together on 
tnat . 

lle ' ll get together, a nd I think what Dan will want 
to - let ' s s~y he accepts the figure of 60J million, 
and tnen to that should be a ttached an explanation 
by the Treasury . This i s the f irst time he got it; 
ncturally, it Rns a snock to him and he just brushed 
it aside . 

I ' d like to have you just have the gift tax in mind . 
How you going to tell how many gifts are going to be 
made in ~he course or the next year? Now, we estimated 
110 million. Returns ore due on March 15th; we ' ve got 
about 20 mil l ion . So it ' s just as obvious as anythi~ 
could be that you ' re 90 million off. 

As I s ay, this hos happened t o me many times before, 
and we get unpleasont news and he likes to brush 1t 
aside . 1hen you go back with him two or three times 
and he accepts it. But I had nothing but just t ha t 
l ittle piece there. 
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.Vell, all of t hem, I ' d say , except the estate tax, 
a re substantial l y Just wha t I ' ve told you - Just n 
one- sentence explanation of why it i s the way it ls, 
and it ' s Just that woy . The estate tax - you can ' t 
tel l , but t hat might live up to the estimate . 

Lot of i t tied up ln the Supreme Court a nd l i kely 
to cnange very quickly . ~e Qble to change tocay . 

Let me get Br other Eccles . I ' ll nave n tal~ with 
nlm, if you fello.vs .1ant to listen. 

(On phone) Chairm~n hccl es, please . 

Of course, your lncome t ax revenue is very diffi~ult 
on ~>.c count or your extensions . 

l'lell1 
I was Just looking over those extensions . 

They r e ver y i nteres ting . For the • • • 

Chair man Eccles . 

(On phone) Hello . (Convers E, tion r ecorded on dicta­
pbone at J : J5 P. M. ) 

J ust you and Marriner and the dictaphone? 

I was going t o - I had the same thought . 

I wrote out so~ethlng . I don ' t suppose it wi ll be 
what you want t o use . (Hands pG.pers to Secr et ary) 
Tha t other is Jus t a little memorandum on t he income 
t ax. 

I think we •ll Just sit tight . I ' ve got ~ullitt coming 
in at 4 : 30 • 

• drs Klotz : Do you want to see Gra ves right after this? 

H.M. Jr: I ' l l see nim r ight after pr ess conference . 
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F: 
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B,ll,Jr: 

Hello 

Henry. 

Yes. 

.. 

March 29, 1937. 
3 105 p .... 

I 'm sorry, I was all tied up on the 'phone when 
you called me. 

Tbat•s all right. 

I don't know bow important this is but I thought 
I ought to report it to you. 

Yes. 

2S2 

I'm tol d that the - your Bank of Manhattan people 
in New York,wbo I understand make some silver 
purchases f~you, told some of their intimates out 
at a meeting which was held there on either Friday 
or Saturday that an impoPtant policy of the Treasury 
was being developed with the purpose of bringing 
down the price of the pound and that the Treasury 
was going to buy gold at $30. and sell i t at $35. 

Ah-ha. 

And their expectation was that the effect would be 
to reduce the pound in foreign exchange and also the 
price of commodities. 

Yes. 

I know that he talked about it. One thing about it 
that struck me was rather peculiar; that an institu­
tion that is supposedly buying for the Treasury in 
silver should be discussing things of that kind with 
anybody. . 

They have no silver purchases for us . 

They haven't? 
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Ah - have they been purchasing at an:r u .. ? 

Mo. 

Oh the:r baven' t . 

Well I sa:r not in the last si x months. 

Oh I see. 

Not 1n the last six months . 

2~3 

Ah-ha. Well anyway that - they ' re talking that kind 
of thing •• ••.• 

Ko, they baven' t bought any si~ver for us and Irm 
quite sure they don' t buy - we donrt use them for 
gold either . 

Yes, well an;rbow they- that ' s • • • • • •••• 

What they do is the:r represent a French private 
banking bouse . 

Ah-ha. 

But they don't - they haven't done any business 
for us. 

Yes, well anyway there ' s the story. They were 
talki.ng . ... ... . . 

What was it - officers of the bank? 

What? 

Officers of the bank? 

Yes, sure. 

They were . 

Yes . 

Well they • •• •• •• • • • 
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Tbey had confi dentially - they discussed this thing 
with Ei chtroberger who is the head of the Callahan 
Lead and Zinc outfit of Wallace, Idaho, and some other 
mini.ng . operations and they' re r ather close to him and 
they consult h.im on matters of the metal prices and 
that sort of thing. 

Well I ' m awfully glad to get it but this - they don't -
they're not - we ' re not using the Bank of Manhattan 
at au . 

Yep. 

So some fellow was going liberally on his i .lllllgination; 
he may have been reading Eccles' story 1n Fortune . 

Well I didn ' t see that . 

Well -

I understand there was one . 

Yes. Well thanks awfully anyway. I appreciate 
your trying to • • ••• 

But anyway these fel~ows were giving inside information 
on what the Treasury ' s policy was going to be concerning 
gold operations. 

Well I guess it wasn't very inside. 

Well they thought it was . 

Well I tm very much obliged. 

All right, Henry. 

\ 

But we haven' t - we haven' t used them on silver or 
gold I know for six months. 

Yes, well the result of it was that out of some of 
this stuff some of them were wildly telephoning the 
other side over to London on the hushing of stock 
market prices and commoditt prices and what the effect 
of any such policy •• •• •• •• 
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Well anytime you get anything like that pass it 
along because •••• •• 

Yes, I certainly will. 

2SS 

.... .and I'll tell rou I appreciate it because - but ••••• • 

I don•t know whether these things are of any significance 
or not but you can depend upon it that anything that 
seems to have any - or any significance at all I 1ll 
promptly report it to you. 

I appreciate it very much. 

Good lucie. 

Thank you. 

Goodbye. 
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Hello 

Chairman Eccles. 

Hello 

Oh Hello Henry . 

How ar e you? 
• 

Jlarcb 29, 1937. 
3 : 35 p .m. 

Oh I •m p~etty good, how are you? 

About the same. 

I called - I called this morning and I just wanted 
to repor t to you that I 1d gotten back yesterday 
afternoon ..... .. . 

I see • 

• •• • • and that at any t i me at your convenience I 1 d 
l i ke to drop over and have a chat wi th you about 
sever al matters. 

Vlell are you coming over !or lunch tomor row? 

Be glad to . 

Well supposing - I think maybe you and I better 
have lunch alone, wbat do you think? 

Well I think so. 

What? 

I think so. 

O. K. 

That wil l be fine. 

All r igbt. 

At one o' clock. 

2SS 
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All right . 
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Ab - Georg~ Harrison i s in t own and I was just 
having a chat with George and Ronald here •• •• •• •• 

Yes • 

267 

•• • • • discussing this whole question or the capital 
market and t he gove~ent bond market and so !orth 
so that I •ll be in a position tomorrow to discuss 
with you the l atest on that at least !rom their 
point of view. 

Good . Well I think it you and I s it down tomorrow 
lfh7· • • .••• 

E' Well I 1ll be glad to do that. I'd like to do it 

H. LI .Jr: 

E: 

R. loi .Jr : 

E: 

as a matter of f act . 

All r i ght Marriner. 

Fine. 

Goodbye . 

Goodbye. 
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Dear Henry; 

DEPARTMENT OF STATE 

WASHINGTOH 

ll&roh 39, 19:57 . 

Apropoa aoae talka I haYe been haYing OYer 

the laat few weeka, I prepared the attached aea­

oran4ua which you _,. poeaibly fiDd. ot i ntereat. 

Sincerely youre, 

Encloaure: 
KaorLDctu• on 
loonoaic IaproY .. ent 
in t hia Country. 

Tbe Honorable 

1~@:0 

••nrT IIIOrsenthau, J r . , 

Secretary of the Treaaury. 

' \ 

d 0 
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!0 CIJAJU) AG.UWSt UWIA!I8J'AO!OitT IniRRUPtiOl OR tmliiiA­
!IOI Or Ill 909Bfl OJ' J:OOIOillO I!!PROJPF II THIS OQ!!!'!'Jtf, 

A aotr u4 Teatatho ••oraadla . 

... ,, •:ifft:;;_t!"'u •· ovr•' a ... 

Sa.t of tilt •la ooii41UC111t wh1oh II&Ye tU.ulated U4 

for•t4 tht balllo for 1illt ooauaulng eoonoa1o 1~~prOY••' 1a 

~h NIUtiT art at f ollon: 

(a) tilt •-•il aD4 ,..,. a ontt&l)' &JI4 ore411i tUuaUon -

rtfitott4 1a lw 11l1i treot rate• &ll4 ••a1lab1l1 tr of &dtcpab 

ore41 t nppU•. 

(b) !ht VSIIl1i \llll&t1d1t4 Dtt4t of con.-ue Wb1ob 

acouaula1it4 dur1ac the dtprett1on, apd rr•n 1011 e1sp1f1oaptlx 

tht gas M91"S of pottpopt4 oapl\11 ezptMtSut•• by J.yu.-

t rial. lJMIMlS p4 PO!!E 1p4JtSrltt whioh rill b t ttgUlrt4 

to •ttt ezp&Ddiai 4,...4 and ut111tt, \llldtl coa d11i1ont of 

COiptt1t10il, a.w ttohaloal plCCIIOIOo 

(o) DetioU ao•er-nt f1111oDC1ag . Tbh ba t dl&Wil UpCil 

credit a•a1l&b1111i1oo a nd at the aaat time oreate4 new oro41t 

a•a1lab111Uto. 

(4) Tho oOip&raU•olr l&ihfaotorr relaUonllllip .... ..,_ 

l1dt4 bf thO pliPOI Of &&r1ol&liual &lld 11l4Uir1al plO<IIaOieo 

(e) Rooorct- broeHag • ol- o f •• aol4 proaoUoa, 

wb1o aot oalr hae ooatrtwtt4 to ort&Uoa of t ho ort4U 

tlW&Uoa but aleo orea't4 41loet purohaa11lg power. 

Mort 
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••r• I'Matly, tlae :rah &114 oou ee of t.prcrr•et h&e 

bMD llllbltalltlally aff .. tM ... ,. 

(a) flae aJ'kM rho 1.a IMill'l 'f prlo .. - refieoUq 

l.a p&l't the 11lfluacoe pr~ioulr oUed, u4 1a part feu 

of o~eUt1Ye 1Dfl&Uoa. 

(b) 'l'td.ellpl'e&4 epeoulaUOD 111 the oo.ao4Uy IUI'keh 

illn\leaoM by tlae eaae futore. 

(o) laue&eed ccrren.at&l upell41\uzee throupOilt 

the world folt ar-ate, a1111iary ~~~&ppl1 .. , &114 r .. ene 

etooke of •tllltl.ale. 

oao of tJae jo1at &114 111tlllt .. iiac ef!eoh of delayed 

oapital expell41tulte &lid &l'll&aellt u p eD41t\llte hae bHn t o 

ooM•trate pai'UO\ll.arly h•Y1ly OG o111tta1.Ja rew oahr1ale 

u4 !1a1MN prOIII&ote, IUGh a e eorap lrOG, lron ore, 

11iMl, ooppor, lead, a1110• nbblllt, Ua. 

u. 
D'S yt '41 PoSM'!rl Jlnp'tll H bt 't'rr4t4 tgteett 

It h &•llltallf prcrr• beroll4 the powlllte o! the ...... 

111M - M o011pl1oa1iN h 1ilae ayet• - to fu .. ee With pre­

olel• J•t 1a Gat fora the •'•'Jua•h •111 elqlre• 

~..eol.YII. Bat ollltialalJ 1ille foUowlq are •OIIC iU 

aepMte to be -tellM ri1ila p•i oarea 

(a) .l ,_.al prloe --t •J M ~MIIIt&tM et a 

o latin U&I'Mtlllt, e1.aa ..-14 U1JII 1i UCMt tMt .­

lM 
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ty RW P'" of '''''S •m=tltvt for ogtt&l, rptyt­

"'' "
4 r• "et 1 pq, \llo ovzren\ ncnr of ooa-•u' 

pllNilulJIC ~ wtll ao' ll&tf1oo 'o aaia\&ia no iaprOYN 

rah of MoaoUc u\1Y1 ty, 

('b) •arll:ect ohuc•• 1a ulaUn prlooo of cSUfer•t 

oo.-o41t1e•, I''''RS upoa '''PIIII' or flS1f1p1tl ball•· 

-7 ooao a'bou.,, aD4 'h••• woulcS r .. uu 1a aall:iq u711al\ 

ill ao\hl\f -· aer10il0 wbea 1\ OOOVJ'N. 

!llu7 ollaat(oa ill tho rela\1Yo prlo .. of cSlffera\ •­

aoc11Uoa or poupa of o-c11u .. aro 11.0:raal, a\ural, a.114 

t%eq11e11.U7 ~• aceae7 ' broup wlalob ~. eooaoalo •1•i• 
a4j11.aio Uaolt io a proper wor11:1111 relaUOilalalp b7 1nfl'll--

1q ~• 41roo\~ of ncnr of oapUal aJI4 la'llor. Wo ao•era­

aea\ alaar\ of a oOIIalllllauo oDo oea hope i o aiiapi ooairol 

of tho •"••• of relaUYo pr1ooo ill r-al, nor alaoul4 

u trr. llo1r .. _., ilaaro _, ooa o ~11.\ •• a r .. uli of 

'~orar7 01' u'bl\rar7 i nflllaooo ohuc•• iD rolaii'ro 

prlooo \laa\ th•ool••• auai be to-.porar7. Ap1Do\ \llooo 

~. ~ewer••• •1 \17 \o pard &Jid ibrcnr 1h 1nfi'llaoo. 

Tille c11rMUoao 1a wlalob prloo 41•erroDcoo of u uu­

olllalao\er aar ar1" aro1 

\ 1) I n ~. prlooo of oer\alD ra •tor1al0 .a'bJN\ 

'o S...41&h opoolal d.-... Up \ o a pola,, 1111elll prloo 

ohallp •1 lll&Yo a (OOd offM\ 'b7 o\t.lla\lq DONN prodlle­

iloa of a yo~o \bat DaD o\0&41\7 bo uao4. Be7cad \lila\ 

p oill' U 1&1\t.&\olJ would laan aa upoo\\111& otfoe\ , 

(I) 

Regraded Uclassified



( 

. "\ 

27~ 

(I) h.Yonllle d...U oinv.aotaaoea ~J pn ·~ 

oUaUo, or Mal-aopoUoUe 1anouba u oppert.UJ 

to .-uoe pl'1oeo too rapWJ. tld.o b eepeel&ll)' t:nae 

at lJWblUrho proOIIoiag oapi tal podo. 8en t!le pro'lll• 

h ou of aot pUlai eZp&Jl81oa pro41lriioa o-eaauate 

wit!~ Ule aoeda at t!le wllole .. oaaaio a1tlaUoa. 

(:5) ln oertatn branabeo of proaoUoa ••r powuM 

tra4e unioao 'It)' aeouriJll wac• &4\'anoeo or wol'killl oouiU~ 

od of l 1ae wltll Ule 1•neral eooaa.1o e1 wauoa, •r foroe 

prioo rn1e1ou wh1oh U.k..toe will prnet upauioa prod11D­

t 1oa auff1o1eat t o fit the aeedo of ~• whole eooaoalo a1~ 

Uoa and per-U 1lllpl'OY•eat to ooau-.e. 

<•) the relat1oa between Ule prioea of &ll'loultural 

aad 11Ut!aotr1al procbiOh llao been aooapted b7 tbh Oouraaeat, 

for a yu·ietr of r•oou, ao a apeo1&l probl•· I bel1ne 

t&e •••al alii of t!le Oouraa•t hao bean to tl')' to bl'1q 

&'IIOilt ouh a rqul.aUoa of the auppl)' of &11'1Wltual J)l'o4-

uta to d .... lll. wh1oh will be do•ed • on aauataotorr 

l114 ... oa Ule oao 11&111. 1a Ule U.pt of the total lao- ol 

t!le proacuo of ~· pi'OCbiOta, &a4 oa the otlau b)' tile 

aeed8 &ad 1-e of tlae ooa-uo of tan proaoto. toe 

ll'•t retln•oat of poUOJ to t.poaal'llle, '111lt 1a •••al 

t!le runal of too eerloaa and toe rapid a 4l•er•ao• 1a 

oae dlreoUoa OJ' &MthU fl'a pr .. •t J)l'ioe relaUonPlpo 
' 

1a 
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la \llll tle14 WOill4 lh'l rtM k 41ft1Gill.Uto . 

(o) n. n.~e &114 tlUHUoa of a•Uoa of •• ot~pUal 

10041. 

Roanal of tu .. u•~ for prodl&tUYt uw capital pl ... 

1o Uoelf a otp. of rH01'01'J &114 oat of the roa-. for 

ooatlau4 tapl'OY•oa~. Ullqll .. UoaalllJ ( eopeotallJ aa 
an teohlltoal. preoeo"o are taka lato aeoout) ta -J 

fhUt the oouaU7' • HpUal 041ll~•t Me fall• bel" 

wlaat lltp~ M r~re4 t o &Ht dea4J &D4 DOnal 4..U 

11D4• 111p1'0Tial eooaoat.o ooa41Uoao, tar euaple, la tile 

l:l.ouaiq fhld. OoaoeqUIIDUJ, 1aoreaee4 taYeotaat la an 

oapttal &oocl• ta the S...edtah future h t o be welooaedl 

lt •J be 11'tll eald t o be an euanUal of ooaUa1114 eooa0111o 

1llpr OY•oa ~ la the a oar tl&ture. 

BoWI1'tll', tile Oftl'M of Dft 011pUal 111Y .. taat aat H 

kept IIJI4t11' oloee oboenaUca with the Jllll'POOt ot .-rdJal 
ophn tueo-..t 1& 00.0 411'toUODO - bJ 'tdt.1ol:l. 1o • eaat 

tl:l.e prOYtetoa of oapUal plaa beJOD4 'tdt.at wlll pl'OYt to lie 

etea411J Deede4 :r-.ur••'-· !llh lltpt -• abollt elt~:~.• 

lleMiltt of aa ueepUoaal 4•nd for a llhort porto4, • •I•, 

relllltlal trca a ~ la tilt pUollaM of otll'tata a11tt&l'J 

~n~ppll .. , e\UIIl ae alrpl ... e, or ae a ooattq1ltDOt of a'llaorllallJ 

ln latG'ett rat••· 
lilt \IDforfta&telJ' ae fW ae I mow -oalo &DalJ'dt Me 

ut 7,~ prOY14e4 a ,._., •tt•fu~orr plde tar J114p•t la 

w. 
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(4) fte IMIU'Itlea ~ket ll&f ~--&II UOIIIi'f'el.J ~­
lwel. 

I W111 11011 &11'-Jjt to 1Ul•te 11ba11 OOillll lie oouid•N 

a h-.1- lnel for •• aenrUiea ~ket vall• a_, si'f'u 

"' of oirouaa-..... Fw cae 11h1DC, the queatloa of whether 

tbe Gcwer• .. t will fiad U ll .. lrallle to, or lie la a podUoa 

to alatala lat•eet ratea at pr .. ellt low lwele oYer a 10111 

perlocl of Uae woulcl ill i.helt lie aa bponaat tutor ill that 

Jwlp•t . •-er, t hh 8110& h oertaill. 'l'bat a leYel of 

aeauzi1IJ 'f'aluea wbioh ooaatantlJ aounta oa the .uppoaitioa 

tbat ahU'e corporate eU'n1JIC8 will oOilat&AUJ •owat h o•taill 

to pro'f'e a fill•• wppoi1Uoll (outallle po .. iblJ a YllrJ t .. 

aoaopolhtlo tlelu). Sathfaotorr aU'IlillS• natata.C OYer 

a perio4 of ~· UHU talla t o procllloe aa ezpalioa of 

oo.peUtloa &114 produUoa wblob, ill tun, -clerat•• per 

UU'e ~alap - n• lf dep~ .. aioa doe• not ' 1JlterY••· 

r..por t aat o~aaDC•• la the Yallae of etooka &114 llaade 1111.811 

h&'f'e la thia o.atrr aa un-11 1Jiportaat effMt oa tala 

l eYel of ... aale aoUY111J. Abr1911 eJI4 aerlo•• II.MU.aea 

~Nl.atel.J aft ... UP.e apa41q lad laneae.at praoUoM 

of tile aole ••VJ'. 81.aoe au deellDe w01114 oalJ •­

'*- a4 •• o1IUl' futon ,.., all'e&Q operatlae to tlln 

lllprft'••' lao ,.,~•••loa, Ua effMb aipt well lie to 

~ aat 'IJOiaU _.elf lie a t•porU'J r .... aloa lato a real 

ad pr.UutN ~eaala. 
(e) 
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(e) Detularatta ta ~ o~t• of beektq .... , •• 

!!lh :reqv.Uee DO alUCI:n.Uoa. 

llJ, ... 
ID o:rdG' ~' aou:r1111atal pollOJ u.d aoUon •r 

a4equately deal wUh ~.-:una :r..,tnM 1a t be f oncotaa 

-uoaa, the:re ta naN of oa:retul a nd oont1a•o•• 1atG'­

depal'tlteatal n.47· U h tala laok of euob oont~a and 

ooo:rcllaatM aW.y and aouoa wb1oll ttaelf p:ra.pb t hh ......... 
1 belt..,• that tbe f ollowtnc wolll.d ba u ong the po .. tll. e 

llaea of polloy tbat would b&·n t o be b:ro~Aebt, aaoaa otalua, 

uadG' coaalterattoa . 

(a) 11&-t•Uoa of lludpt pOltOJ w1 t!l t!la tl'e4 of 

eooaoeh eoaa Uoae. 

fib i~Wal••• atu., of bo~ tba Yolaae of upe4Uue 
• 

Ud the olt~"'• of eJ1Pen41ft:re, It lU.Wlae 1unlna 

4Mt•1ou &I to wbe~• pe:r~a .. t eJIPIDditul'ea ue to 1te 

CC-G'M ~ tuaUoa o:r bOftOWM• 

1 bellen taaat tale ,..atbUt ttea a:re Yal'lM. "'- _, 

of pll'bllo up.-.tw:re, Ua db"Uoa, and tlae ..... of 

ratdac pYen.Gt :r ... .-. ar well ba t!la p:rbal'y ... 

aillpl_. 
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eblpl .. t luUiuleat wb.tola ~. pYsl'llllat out uaa 1a balaalf 

of balaaoM aDd paraaaat -•ca1o 11111Jw••~· 

U -•' 'M raaltse4, lla.wu, tla&i ~. f1eoal poUer 

auai, i o acae atut, llaYe io be elaape4 liJ otller oou1clua­

U ona, for e:111~1e, tlae aee4 i o flaanee outa1D retaraa. 

Special aUanUoa aipi well be ct•• to the bear1q 

of certain of our ta.x pol1o1.. auoll aa the oap1 tal pia• 

ta.z mel u_D4hi1'1._, .. prof1h tu upoa t he probl• of 

eooaoaio "nuotuaUoas . Ii h pou1bls tlaat 1n tlle11' prea­

snt t on• tlleM ta.x arraace-h will laaYe outaia ua-

cl .. 11'able out-• wh1ola 00\llcl be &"t'Oidecl w1 thout aaor1tia-

1ac ~. uaderlrtac p~o•• of til••• f ora• of tuat1on. 

(b) Moasiary poltor • 

.l oenaia, illOIIC)l Ua1 iscl, asaeur• of i nfhaoe oaa 

be e:ul'te4 OYU the aYa1lule Yolae of Uqllid oapital, 

aDd thereby 1111l1rMUJ' OYer t he oOI&J'se of i nterest ru .. 

(111 the ellort rua), WU aew o&pU&l la"t'e•t.at, CIYU 110\'&­

aeaia 1a tile pr1oee of •eoiii'1U .. , &114 aru spNIIl.atbe 
, 

.lUuUoa would al•o laaye t o be gi"t'a t o tile oaitu 

of ,old acw -'• 1a au out of the oouatry aDd tlae 

effMi8 of tile 811YU hnlaaM .let, 

(e) Qo"t'u u •• pol1eh• wla1ola atfeot the oCIII'M of 

.... olaaac•• 1a 11141&.trr ~ of the pr1o .. of acrteul iual 

procb!Ata, &114 tla.e ooardlaaUa between ille ~. 
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no •n•t o, 1cwen.•' tan .... upoa ~· oovH of 
nee ollaapo, (aU ao 1 .. o "-Pezbat &a aa oooaa.io o1• .. , 

1a 4ohnalaial -u aoo' of pr04NoUoa, ~ 1~ of \llo 

worklal week) to 4oo1~J 11.t, ... 

Kow odeu1Yo ~t; power •r lie 1a r.,u4 t;o ~. prtoe 

of •1oultv&l pro41loto 1a &t; tho pro••' aoa•' IIJIOert&ta, 

b-H of tho \IIUiert&tlltJ' of pYona•t&l powero to r...­

l&h 'ho npp1J' of apj.CNl~ procJu'•· 

no 'Mhlll-.1. proll1_. iaYolY .. 1a tu Cee1&1oa &a to 

what •J' lie ~tkJ' •cw-te 1a lUll of tllo two f1ol4o aU 

& h-.l,hr ro1&Uo•a1p botwno tho iwo, 1a eo ol.Uoftoh 

that; 11.0t ..,.. & _,. dh ouaeioa of th• 1a &Ueaph4 

hero. 

(4) Pooo1llle aoUaa haY1QC 41roo' be&r111C 11p0a aooult)' 

pr t coo. 

In t hh field &t,oUoa wOilld han to bo P"• t o b&Jlk­

t.c &Jl4 fiaeal po11o1oo &ffoo'1 .. ta,oroot rotoo, ozoooo 

rooorYoo, tho uo. of oro«U in tu ooou1 '' a&rltoh, tho 

otfoot of ouff= ...,. •• ,. of fozolp oepU&l, &ad tall 

p01107· 

(o) Kaaopo11oUo prtoo eitii&UOilo 1D 1JlduU)'. 

(1) Ia & - of taaoutoo ••• tho aoaopolr C• 
prtoo ropl&Uoa) llao DO pabllo oaaeuaa, tho Gtw•~' 

oiiOilld ooek 'o pr"•' ~• ootalllh._a, of aoaopolr prl-

111lt• &ffoot npuotoa. 
(I) 
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(I) Ia ~. llruellM of pl'oelu.tloa •oro 1:1lo OoYon­

_, puUo1 .. too 1a ar P••o Uo -U01ao 1:o a oortata 

••~• of prtoo rop1aUoa, •• 1a ocrtCIIllftl'o, 1:1ae n1l­

:roa4o, &lid olaipptaa, ~o pr1oo roplaUca pol10J' ohO\Ild 

bo w1oolJ' floli~lo aad ooordlaatoc w1tll t ao root of ~0 
prtoo otruoturo. 

(f) Tutff allll •-ro1&1 p olloJ'. 

Tlah oaa bo uaeC . ..... , to 1Dflu•o• all aiPMh of 

~. ooca0111o oUuaUoa . 

Tile farocotac 1• aorolr a YVJ llkoloto11 pruo11'-t1o11 

of t ho •IIJ' br anohoa of pYol'llll•tal aotie& wb1oll ta-

..,1 t.lllJ' plaJ' ~ell' pub 1a dotoratn1Dg ~· ooat of 

buo1aoao aot1Y1tr. l&oh dooi oiOD 1a t lloae f h l do •J' ooll­

ti'1M&to t-d• ato&C;J 1~~prcw-1: or 8&4o for llltt.t o 

1ao'-b11UJ'. I ••• aorolJ' ooucU t o oall dh11Uo11 t o 

thuo f1o1Co of ponraa•t aotion and 1101: t o 1n41oato ~• 

11atul'o of ~~ polS..loo ~t would ••• to bo a4Y1•blo 
I 

~ · - ~iiii¥h o11'01aahaou or pr o.,Htin o1ra-

otanooo. ~' to .._, noo4o aoat ooaplo~o an4 oonttauoua 

coad401'at1oa . 

l.l:D:DlW 

(' .: .. 
I' 
' 
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Secretary of State 

Washington . 

418, Uarch 301 5 p . m, 

FROH COCHRliN, 

··-

GRAY 

Paris 

Dated March 30, 1937 

Rec ' d 3: 38 p . m, 

Following politically qui et ~aster holidays , Par i s 

exchange market today was active with French control 

acquiring both .sterliijS and dollars in good amounts , 
• 

Belga still of f er Ad . French rent&~ up . 50 to 1.50 francs 

and share market satisfactory . Day t o day funds easy. 

Lombard Street Editor of LOtlOON FDTAI-~CIAL 1~.1s today 

reco~~ends that the French Government lower the value 

of the franc to its legal limit of 43 milligrams of gold 

which "would enable it to r evalue once more the gold 

reserve and the difference between 43 and 49 milligrams 

would yield a profit of some 7 milliard francs . This aum 

together wi th the franc assots of the stabili zati on fund 

would strengthen the cash r eserves of the Treasury suf­

fi ciently to rule out any rears or a Treasur y crisis 

pending the increase of revenue through higher prices and 

better trade" . WILSON 
• 

HPD 
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lr. !o-le C. IUeoD, llt. .. cer, 
laealactoD hnau, 
Oal\ed Preaa A .. oc l.at.loDI, 
laUo aal. i'naa hllctiac, 
luhbctea, D. c. 

llHr 14'1•• 

.. roll 110, UIT. 

I aa aoii:DowJ.odeiac tor the 8eono\aJ'7 J<Nr J.a\t.er of 

llu-oll UU., eftel~iac oepba ot cor .... poDdeDCe 011 t.lle .,.bJeo\ 

of PieJTe De..,-er• a 1\017 or March .'-b 1D I.e Pat.!\ Pariala 

•DII tba OD1 tad l'nll cl1apa\eb on the aubJect troa Parle, 

I \hi* t.l>a polat M da bT O.DOrer •• that \ha lhllW 

Prua d1apat.cll com-racS a wroac ~aulon bM&UM ot 1\1 ~ 

h p1ok llP t..o qualU)' lac ••11t.ano .. in hla dlapat.oh •• pr1aacl 

la I.e Pa\1 t. Parial&D. TbaM ano t.ba J.aat t.wo Hllt.aDCaa 1 n t.l>a 

cllepat.ell u q-..5 1a HalaMa'• J.at.t.ar, 1111\ ah "" .u.t.aa..U, 

•• tollow11 ' But. wba\ O&D t.laa AaarlO&D Oo ... r-a clot It.a soo4 
wlll h U.alt.act b)' lawa 11hlab noat.rlot. oouldarablT lh poadb1ll­

t.1•• ot act.loa . • 

• 

Tba laano\u7 -~ d141l't. ... to put. uri ~~napapar 

•• OD \be .,.t., lllat. H'ts.-11 be ooulcSn't. J.at. \be phrue •umequlY~ 

.. ...,.._. at.ac •• -.. raau .. w1\boat. qualitlcaUOD. 

' 

I CNI'I ... ,.., trulr. 

( .. I' I 

lerbart 1 . Qu\o .. 

halat.aat to \be S.Ore\ai'J • 
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• 
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B UJUlAU. 

" ATiONAL. l'ltllSS BLDG .• 
L.. C. WtUOM, ._ _ _.._. 

ca~Inittb ~!!!~~ltriafutus 
OENIIRAL. OP'P'IC&. 

M&Wa e UU..OINO NI[W YOflt" C ITT 

llaroh 25, l9JT 

IIN'o &1'1 oopioo ot a OO!jplo ot loitere 
relaUJIC to iho 1ao1d...t 1a 'IIIlich llnoJer appar•UJ 
pl.Med too fanrable a lllbt IIJ)Ca JOIIr OOIII'tWM.UOU 
riih the h'-h .labaeM.dor. 'l'beJ aro troa Ralpb J:. 

Beta••• -••r ot the u..u .. PrMo Paria bllreaa, 
io J:arl J. Jolauoa, a.a .. al •- lfualor 1a a .. Tort, 
ud b DeeoJ.,, a.. Tort ud a.lliaJtoe correepoedeat 
of the Le PoUt Parb1•• 

I hope :rw will tiad tiM to rll4 th••• 
two lettoro, becaue 1t there 1a lillY d011bt 1a JOIIr 
a1ad u to tho aboolvte acovrac7 of tbe Uilited Preu 
report 111 thio 1aotuoe, ihooe lottere rill reo.,. 
that doallt. 

Seorri&rJ of the 'n'MnrJ 
Deperiaeat ot tho 'l'riUI&f'7 
••'•rt•, D. C. 

Regraded Uclassified



COPJ 

UIIMD l'lll88 .&IIOCUTICIII 

Gellaral OtfieH 
.... a.dl411lc Wn Tort CU7 

Parie, March 17, ltJf 

Mr. krl J. Job,..Oil, Gellaral N ... ll&aq.,. 
lluihd PI'••• Aeaoci&Uo.,. 
Nn York Cit7 

I ,..cabad trca Pial'l'a o..,.,.,., the Nn York ad lluhillgtOD 

eorreeponcl..,t ot Le Petit Pariei81l, a bitter co~~pl&iat coDC&Miilll OW' 

ltOI'J out ot P&rie Oil llal'ob 4 which cihd hie daepatoh troa 11albillet01l• 

Ha &leo &Dcloead a cliPPills troa the NT Har&ld-Tr1b\ID8 ot March 4 

Ccllcal'llill& a pra11 collternca ill which llorgazrthau dhcue .. d tbu 

·- ltOI'Jo 

I thillt thara i a oo doubt that DaDOJ&r carried a etOI'J at 

tba r&CIU&It ot Bollllat, tba rz...,ch Aab&u&dor, to tba &tract that BoDDat 

h8l! COilYi.oca4 the Aaarie&D .. thoritho to bact up i'r'&Doa ia the 

aOil&t&rJ eriaia. lddozrtl7 the ltCI'J 'ftl illtooda4 tor h_. cOD.-ptiOil, 

&ll4 Oil the etraegth ot the atorJ thara ,.. a rile oo tba 80W'II• 'nla 

rr..,ch pr111 w.• cOildocad that WalbillgtoD would help &lld would at 
laut cloea ita aye• it Aaaric&D b&Dko,.. wbeoriba4 ailliarde ot tr&DOI 

to tba rr ... oh lOaD. 

DallOJII' &Yid&Dtly did DOt tbillt the ltOI'J Would bo\lllCI hack 

OD hill, but " cited it ill a daopatoh &d oaid that tb~ raaotioa <I tba 

Bour .. bad lOOt up Jl"aoob RIDhl two poizrto. '11110 llor&&Dtbau sot &ttor 

Bollllat &D4 Da nOJ&r &lld the latter triad to ar1111 tbat hio atory bad 

b- bdl.J .... 41&4. 

I • •cleoiD& a copJ ot a latter which I u ooodills ill .,.. .. 

to DaDOJ&r• Aa I poizrt out to hill, ba lett out ot hie otOI'J tho • Jotor• 

ill tba llor&..,tb&u atd-zrtt that tba IIDitad Stat .. would SiYI ih 

"Uilaquhoeal aupport• to Jl"aea •.AND WI WOOLil OON'l'INUI TO DO ALL WI 

COIJLI) JIID STILL LXVI WI '!'HIM .AND UP TO Till SPIRIT or OUR EXISTI!IO W.WI" • 

O...OJ&r atruet out that pbrua, *• ba wrote hio etorJ. 

n ai&)lt ba worth *U• tor our llultillgtOil ottica to pYI a 

oop7 ot thio latter &Del WI:/ oopy ot WI:/ loU.,. to DeaoJer to Morcootb&D. 

DaDOJar ud Bollllat trhcl to put ooaetbillg oYII'. It would ba '111111 poliOJ 
it tb17 tria4 to pot tba bl- 011 uo, &Del it I kllow •1 rraoobaea, I'a 

willia& to bat that 0...07.,. did ti'J to do tbat. 

Cor41allJ , 
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tllll'l'D J'lllaa jSS()C)UTIOit 

.. aeral Oftioea 
Nftl Bl.lilcli>lg Nn Tort Ci~:r 

Parle Bureau Paria, March 16, 1937 

11, Pierre D.ao:r• , 
"LI Pe~i~ Pari ai .. •, 
229 Wee~ 43cl Street, 
Nn York Cit:r . 

Dear Pilrr11 

I .. eorrJ tbat IIDJ dllp&toh of OUI'e oaulecl you tbe eli&bhet 
t r ouble, becauae you kDow, Pierre, tba~ I bave a peraonel aDd proteaaioa• 
a1 ad.iraticm tor the Job you ere doiaa in Nn York, but I llllat bee to 
differ with your flat aocuaatioa that our deepatch •ae •erroneoue• aDd 
"llut7·· 

I bave aaoe over our tilea, bave bad recapiecl tor you tbe 
aectiona of our deapatcb ot llarch 4th which a pply to your otory, and I 

ban checked bact our our tileo or the Petit Pariai•• I ... t iJIIiet 
that our etor:r , ae it lett her e , waa a perfect traDelat ioa 1111cl inter • 
p-ttatioa of your deepatob aa publiehed IIDd of the reaction it caueed OD 

the Parie bDUI'ae • bare recor da • ill ohow tbat on a wan ot optiaiea tbat 
.. rning Rentee ahot up 2 'poi nte. 

Your cleapatoh aa publiehed read 1 

/ ' "Lie Alltorit,a .....-icaiDee auinnt de nouveau aoig:neua-nt l a 
eUuation tiDIIDci(ra et aon,to.ire de 1a FI'IIDce. La politique dee trail 
gr...,dea dil.ocratin ina~~&urn par l'accord tripartite de .. pt ... bre 
d•rnier n•(tut pal un Yo.in aot pour ellaa, tllea aont diiP,91111 a f airt 
tout leur poaaible pour o.ider la FriiDct daDa aea ditticultll aotuel111, 

"11, llora•tb ... , llinietre d11 FinaDCet aaeticain, en a doMe' 
une aaouro.noe non equivoque a 11. Gecrg•• BoMet , notre aou1e1 • bo.eeo.deur , 
do.no la viaite de oourtoiaie que celui•oi lui a to.ite au debut de l a 
oezo.ine, llaia que peut taire le gouvera-.at o.alrioo.ia? 

, I J • 
"So. boQ.DI voloah eat liaihe par dea loll qui reduil.,• 

ooaaidtrabl ... eat eea poeaibiliti~a d'actiao, • 

aea •• piolted up your etory -· e iob I ai&bt add waa r epri>RM 
by Ageaoe !conOIIique et riDIIDciere at 9 a.a. •d WllliDC:ed the Bourll 

gre&tlJ -- we lllltl 

.,.tire board (Bolll'll) tollo'Wed auit .., cabled etor:r 'laebiD~oa 
oorr eapoadent petit pariaiea that aeoreto.r:r t reaeury bad giv• BODDet 
quote unequivocal aaauro.noee unquote tba~ uaiatat11 ready do ..,erythiac 
poeaible o.id tro.noe out preeent clittioultiea•, 
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You blow J'Jo..,ob Uld !Dgliob u wall ae I do 1 I eubaU to your 
opidm 'llhatbar ay ottioa'e tr~&~~llatiOII ot your etory wae accurate or not. 
Parbape your etory waa aiabUidltd by the Petit Pariaiao cable daek. 
'!'bon tbillga wUl bappen. ,_.. h no doubtiDg tba tact tbat tba bouraa 
did etraogtban 011 tba optiaieUc n.,.a trca Allarioa, l&lld I note in tba " " 
Tort Herald Trib~~au 'llhicb arrhed toclay a 11riae ot daily tront N• 
etoriaa out or W&abiagtoa citing CODgraeaioG&l oppoeitioa to anY Aaerican 
aid to Franca. 

A&••Y wort, u you •liT, 11 ditticult but tba ODittd Frail baa 
-d• ita rap>tatica on tba care ot ite wrihre Uld tbe accuracy t1 ih 
ana report. '!'bat ia 'llby, although we tile in balta , we alwaya try to 
gat it atn.isht eo that we do not baY& to rep&Dt in leieure. In tbi e 
call, I ! M l eure you will agree, our quotation trca your eto:-y wu letter• 
perfect. 

I ... t erribly lorry you had trouble with llr. llorg•tbau. We ot 
the UP ba Y& had trouble at u .... with 1011& or tbe Fraocb politiciaDe 'IIIIo 
baY& gane tbrollgb the Yarioue lliniatriu. It alwa:re 1a ditticuU to 
detell4 one ' & aotiY&I, eepecially wba11 1t o011cerae a atcry p>bliohtd 3

1
000 

ailaa away. Tou Cl&ll be aura we wUl cbeck a!ld double-aback on any 
tranalaU011 we ewer aay aata trca any of your cablaa, tor I would regret 
YflrY aucb 1t tba UDi ~ad Prall , inad.Y&rt&DtlJ, wae the cauaa ot any 
trouble tor you. 

I note trom the Herald•TribU!I& clipping wllicb you I&Dt aa tbat 
11. llorgaotbau aaid tbat t ho interpretation ot your deopatob oonoern1ng 
tbe c011nrao.tion bet we aD Bo!lnat ad bimnlt wee " ... tiraly o.rro11ooua• . 
Hie recital ot what they talked o.bollt doeo not contona e u<G.y to the 
otory u it appeared in tba Petit Pariei• bare . '!'be Petit Po.rilia11 
eaid epecitically tbat tba th:tited Stahe wu diepoetd to do all it'll 
poooibla to aid Franca in bar pr .. a!lt dittlculti11. 11. lforgentho.u addtd 
o. pbrua 'llbich conto.ine tba atingara •o.Jid etill lha ritbi!l Uld up to 
tbe apirit ot our azieting l o.wa". Be auat baY& ... lled Bor ah craopiDg up 
on bim in the SaDo.ta. '!'bat '*-• na 11ot in tba Petit' Po.rili&D otory, 
&Dd tbat tact I balino axplaill8 my 11. llorgantbau eaid that tbe Pari& 
interpretatiOD waa •arronaoua• • 

.u I raad. our atory a!ld raad. your 'text, I c&Mot aee the 
elighteet grou!lda tor you.~ accuaation ot "haaty• and • ratuuo• • We 
tollowtd yaur text word tor word in a direct tranel&Uon, &114 wo aaid u 
you biDttda that tba Johneon Act would JI"&Y8Dt rraca getting a loan in 
Allarioa . 11oare n r aly 1a aotbing tantutio in tbat. 11oare il aothi• 
•tututtc• ia reporting the tact tbat your talav- u raproductd atw 
bo.ra cauatd ecaa tradara .., tbe Bourae to bull tbe ...-ket. 

By now your t rouble& auet be aDded, eo DO doubt you will be 
able to read ago.in your etory and oure a!ld raYaree your Y&rdict a 
"lrroD&oue Uld baety•. 

Cortially, 

(Signtd) Ralph J . Hain•• 
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To: 

From: 

/ 

Secretary Morgenthau 

Dr. Bur&eee 

28t 

Govenuaent bonds were quiet and lower today. Treaeury bonds 

sold oft moderately in the forenoon and declined again i n the 

final hour, the market apparently being atfe,, .ad in the latter 

instance qy a news ticker story. At t he close long Treasury bonds 

were down generany 12/32 to· 14/32 on the stock exchange. The short 

and intermediate Treasury bond quotation& were down generally 4/32 

to 13/32. There was rat her a wi de spread a~ the close between the 

bid and aaked. ~uacanteed bonds decl i ned 6/32 to 10~. Gove~ 

ment bond turnover on the board was $2, 060,000. In the Treasury 

note market, which was only slightly lower most of the day , the 

1939 through 1941 mat urities declined rather sharply in the laet 

half hour to make t hese issues gener&ly 3/32 to 4/32 down from 

yesterday ' s close; other maturities fi nished generally unchanged 

to l/32 down. 

In the domestic bond market high grad& bonds held firm and 

quiet all day. Second grades were steady most ot the daY, advano· 

1ng alightly on some increase i n volume in the last hal t hour. Vfe 

are l.nformed t hat the $24, 000,000 Panhandle Eastern Pi pe Line ~ 

15-year bonds offered todaY at 97 l/2 were not well r eceived; t hey 

were quot ed t hi s afternoon lese 2, leas l •soing away• or, say, 

es l/2 bid - 96 l/2 asked. 

Foreisne held steady for the most part and trading wee dull . 

Canadians and Auet"rali an bonds were el1ghtl;r higher; Italian h 

were ott 1 poi nt. 
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March 30th 

Ambassador Bullitt called on me yesterday afternoon. 
He said he wanted to tell me llbat he proposed to tell Premier 
Blum and Forei gn Minister Delbos when be returned b France. 

First he was going to tell them that the sentiment 
here in favor of the Johnson Act was stronger than ever. 
Second, that if they wished to pay part of their war debt we 
would, of course, accept partial payment but that they should 
not expect t hat by making a partial payment they would free 
themselYes from coming under the Johnson Act. The only way 
they could do this would be by making a full payment on their 
war debt . Furthermore, that there was a growing sentiment 
i .n this country that we would just as leave not have the war 
debts paid at this time as we felt it was an insurance policy 
to keep Europe from going to war. 

He asked what he could do to help us in regard to 
narcotic smuggling in France . I bad Harold Graves in who 
informed him that if he could have special French police 
appointed for Havre and !larseille, to cooperate with the 
Treasury, it would be very helpful. 

********** 
This morning I called on l.lr . Hull and gave him a 

copy of the memorandum from Mr. Chamberlain which was delivered 
to me by band at Sea Island Beach last Friday. I showed this 
memorandum to the President yesterday. I told Mr. Hull 
that I suggested that we do one of two things; either that he 
answer directly or that he prepare a draft for me to use in 
answer to !lr . Chamberlain. I said whatever course he decided 
on would be entirely agreeable to me. 

I gave Mr. Hull a copy of my letter to him of 
March lOth about the proposed Neutrality Act and asked him 
if he could not give me an answer to this . Third, I told him 
that for a number of years the State Department bad asked 
Commissioner Ansl1nger to go to the Annual Narcotic Meet ing 
at Geneva and we would be glad to send Mr . Anslinger again i f 
we were invited to do so. 

At noon I lunched with Marriner Eccles; very f riendly . 
Re assured me that he was going to write no more articles - he 
was through. He was quite apologetic about the whole thing 
that bad been happeni ng in the last couple of weeks . I told 
him that the important thing was that the Treasury and Federal 
Reserve must cooperate . I told him that I thought that possibly 

t he New York bankers had taken him in. I told him that between 
now and the first of July we need 300 million more money. 

' 
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In regard to the open market, Eccles said there were 
three things that the Federal Reserve could do: 

(1) They could announce that an additional 
increase 1n excess reserves on May 1st 
would not apply to the country banks . 

(2) They could start open market operations 
concentrating on the purchases of bills . 

(3) They could ask us to deposit some more 
gold certificates from our sterilized 
gold. 

I told Eccles t hat we really ought to make up our 
mind by next Wednesday but that it was not imperative and 
I wanted to see him again several times this week. 
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GROUP ni::.TUlG Uarch :31, 19:37 
9::3J A. Y. 

Pr esent : 

ii . J .Jr: 

Bell: 

.:dcR : 

Bell : 

:.lcR : 

iolugill : 

MeR : 

Bell: 

H. :.I . Jr : 

llcll: 

lolrs Klotz 
l.lr . :.lcReynolds 
llr . Haas 
Ur . Upham 
l.!r . Lochhead 
Mr . Bell 
lliss Roche 
r.!r . Taylor 
l.!r . Gibbons 
J.lr . Gaston 
IJr . Uagill 
:.tr . Oliphant 
Dr . Viner 

This tning in the '.Vt.snington Herald, tha t r.e • re going 
to organize a bureau in o7asnington - what about it, 
Mac? 

'lnat 1 s basea on r stut.ement of one wi tness at one 
hearing - a friend of Dan11y Bell ' s , one of his pro­
teges up there, Mr . Buck . Dan~~ ought to explain 
about it . Didn' t you (Bell) know - di d the boys tell 
you what Buck suid? 

Yes 

He was t&lking Lbout Denny ' s organization; ho was talk­
ing about the account ing organizetion in the Treasury, 
and they got him total l y confused . 

Got wnat confused? 

I say they got hilll totally coru·used, so the boys tell 
me, ~nd he didn ' t .mo.< - didn ' t reelize just what he 
was saying, and of course they capitalized • • •• 

Is he that Buck frolll the Ins t itut e of Public Adminis­
tration? 

Yes 

Yes 

Nell - I oean .. . 

There 's been no breatn of criticise ot: E.Il,Ything with 
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ii • ..! . Jr: 

Bell : 

n .J . Jr: 

G~tston: 

H.:J . Jr: 

Gus t on: 

H. ;J . Jr: 

Bell : 

li. ;.( . Jr : 

Ga ston: 

H • ..! . Jr : 
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respect to Treasury except that one instance, as for 
as I ' ve heard . 

Well , r ight after this meeting , Gaston, wi ll you get 
together - and I don 1 t want to see t hi s for the next 
thr ee year s , t hat the Treusury i s the worst organized 
department in l'lashington. Il' it i s , I ' d li.~:e to know 
i t; if i t isn' t , I ' d like to know . But there ' s no 

· reason way I should sit here and have to take this. 
I mean I ' d like to have on explanation; tell the press 
wh& t it is - either .• e are or we are not . 

Is that in tne P'PEr? 

Yes . 

Of course, it is mixed in with a lot of other terrible 
misinformation • 

.'lell, I 1d like to have a formal written statement, 
a release given out what this is . I ' ll le>:ve it to 
you (Gaston) to handle, will you please? I ' d like you 
to handle it today . 

Yes . 

1 mean if it involves Danny Bell I im&gine he ' d like 
to have a cnance t o - I mean I don ' t ~ant to say, 
"No, tne Tre&sury is &ll right, but the criticise 
is all about Bell's shop," but let's fix it so i t 
t&.~:es care of both of us, Bell's organization and 
the Tre~:.sury . 

::ell, I underst~:.nu the tes timony actually given 1's 
not re~tlly as bad as meue out to be . Buck Just 
slipped, and when ne came down to the Tr easury that 
afternoon ne was ~tctually sick at having made the 
st~ttement . Be made e statement &nd couldn' t correct 
1 t . 

Well , I ' m ver y serious about this , Her ber t . Vli ll you 
go into it r i ght away? 

Yes, 1 ' 11 go into it right away with Dan and Mac . 
Of course, • e ' re uealing with testimony before a 
supposedly secret near ing - hearings of t he Commi ttee. 

Get a state~ent f rom ~r. Brownlow . It isn' t secr et 

Regraded Uclassified



Boll: 

H. :.I . Jr : 

Gr.ston: 

cl. • • J r : 

GLston: 

ii . J.Jr: 

'Jcit : 

Bell : 

H. :.! . Jr: 

G~oston: 

rl . ... . Jr: 

Gust on : 

tl . ;.t . Jr : 

Boll : 

- ) -
wnen it's in the Hears t paper . 

That ' s Byrd, I think, giving it out. 

.fell, there are certain times we have to sit here 
und take i t . This is not one lfhen I •m going to 
take it . Understend? 

Yes 

·b nat? 

Yes 

I mc&n I'm just noL going to t ake it •• 

~Sl 

You see, the bhc~ground - Buck ie e smert enough 
fello.1, but Buc.t 1 s criticism lies in the l ack of 
jurisdiction of the Treasury with r espect to certain 
account ing matters . And he didn' t, I have no doubt -
nad r.o i deo of saying tha t the Treasury wasn ' t doi ng 
as <lel l as it could under tho existing nut!tority in 
law, but they jockeyed him into the posi tion of 
making a direct criticism Nithout limitati on . 

He said it was partly - <.lue partly to the l a•:; ond 
partly to inefficient personnel , as r .... 

(Looking at article) ~ell, he (Bell) is correct ond 
it soocks ce . But I'm t little bit fed up on t aking 
things and I ' m not going to take this, Herbert, see? 

Yes . 

Huh? So if you' ll get together with Bell and Wac 
after this - will you please? 

Yes, I 1 ll do that . 

O. K. I mean you (Bell) don ' t Nant it any more than 
I ao, do you? 

No, I don't want it, but then I thought maybe tnere 
mig~t come an opportunity of corr ecting the th i ng 
perhaps before the Commit t ee . 
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a .a .Jr: 

Bell : 

Viner : 

Bell: 

H • .>! . Jr : 

Gas t on: 

B. ld.Jr : 

Gaston: 

IL IA. Jr: 

Hans : 

H. J . Jr: 

Bell: 

H. :J.Jr: 

Haas: 

- 4 -

Oh yes, but in the meantime every - you ' ll see 
Paul Mallon and Drew Pearson and every other fellow 
pick it up a'ld you ' ll see it everywhere for the 
next two weeks; but if Gaston corrects it he may 
be able to stop it. ' 

I think he •• •• 

Ye~, Buck, you see- i f Huck .• • . 

Be •l l write a letter, I think. 

'iiell, I'm serious . You very seldom hear me say this. 
\lha t? 

Yes 

hnd I' m just not going to t ake it, see? 

Yes 

O.K. 

George, this morning a t seven o ' clock 1 read t his -
from six to s even - and it is one of the best reports 
that's come mY way . I ' m tickled to death with it. 
Ther e is just t his : if - ·which I' d like to nave end I 
oon • t know ••• • 

He was very fresn in tha t, but be wa s t he best man I 
had a va H able. 

On, he did a beautiful Job. (To Viner) Sel ective 
Feder al Purcnasing ana Allocati on of Federal ProJ~cts 
from the Standpoint of Employment and Cost of ~aterials . 

But this t hing which I' d like- I don' t know whether 
you get this from Dan or wnere, but I •d like to have 
it pretty fast. Look over my shoulder . - Now, 
you've left out the agricultural benefit payments . 

That's being corrected . 

No, but there is this one table here I need. Let me 
see where I've underlined it. 

Towards the end there. 
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On-huh. 
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this t able 22 . Do you mind looking a t 
~ Because I ' d like to have this 

I ' d l i ke to have 1 )8 , you see? Sume 

See, and then if you could include 1n tnis thing 
three-A - I call 1t three-A, but 1t 1 s really •••.• 
That could be sort of squeezed or extended and folded 
over . That oughtn' t to take very long . I mean what 
the allocation is now . 

Now, does tlw.t mean from !.!area 1 to June )0? 

That ' s an estimate ••. 

And is t~t their estimate? 

••• based on tne budget . 

That they will spend a billion and e half . 

That ' s bused on the budget estimates . 

nnd they are still. . • • 

No cnan6e in those estimates . 

',7ell , when this sheet 22 is fixed up - ao you suppose 
I could see you people this afternoon on that? I 
~ean uo you thinK you could fi~ this up for me and 
be back by ) : 30? 

Vlell , 1·te could, I think . 

Yes, we could fix tha t up . It ' s the s tate breakdown 
that ' s harder . 

No, just that. Just this sheet 22 . 

I think so . 

lluh? 

O. K. 
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Does that i nterfere with any • .. • 

I don 1 t think so . 

I mean I can ad j ust i t . 

No , I have one at 2:30 and :yours is 4. 

I have one at 4. What? 

That•s·all I have . 

Huh? 

3 : 30 is all right With me . 
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No1v, who wants to shoot something a t me? I mean I 
want to get working with J ake Viner here, hear what 
he ' s learned from the Sage of Palo Alto . 

I can tell you about the weather, that ' s ell . 

Who wants to shoot something at me? 

I've got these estimates from Crum. Do :you want any 
comment on it? 

I don 't think at tnis time. Do you went to give them 
to me? 

(Hands papers to Secretary) The wnole story is here . 

Thanks . 

Herbert? 

No, I have nothing . 

Nothing pressing . 

Got over your cold? 

Fine . 
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Do you recommend Havana? 

It 's a great place . 

You 've lost a little weight, haven 't you? 

No , I took on two pounds . I think it's the change 
of complexion. 

But you're all right? 

1 1m fine . 

Good . ;iayne? 

(lloos neg a t1 vely) 

I have nothing, sir, except we nope to have five 
min•ttes w1 tn the St ate Health Offtcers Conference 
next week. 

Next week is a life time . 
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Next week ' s a long time off. I wa s putting in my bid 
way ahead . 

Dan? 

I have nothing • 

I'm rushing you now, but you can stay after this is 
over . 

1 just have one 4uestion . Whom did you want copies 
of this to be sent t o? 

People who are going to be at the Thursday night 
meeting . 

Admiral Peoples has one . I•m going to send one to 
Donny and the Treasury - but outsi de maybe Lubin 
would want to get one . 

Yes . Lubin a nd hzekiel . 

And Gill? 
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Gill. 

Those three. 

(Nods yes) And tell ezekiel to show i t to Louie 
Bean; he ' s coming a lso . 

Those bills don ' t rela te to the equipment he~e in 
the Treasury at all. Down a t l-ort Hunt . 

Well, we'll take tnose that ••. 

Tolleksen's here now . 

V/ell, how much of tha t s tuff is permanent? 

It •s all permanent a s far as I Anow. 

//ell , bola 1t for a wnile . 

The other thing costs nine h1~dred dollars . 

I'm not going t o spend nine hundr ed dollars. 

Your t r ouble isn ' t wiring. You can have wha t you've 
got there with the old e~uipment, just bs it is now . 
And Bob s aid he ' d r a ther have the old one and the ••• 

\'/ell , cnuck the new one out . l;ine hundred dollars 
is money • 

But about this- it ha s no rela tion •• • • 

But bef()re I pay •that I 1m going to spend E little time 
on it . Anything else, L!ac? 

llothing , except I got a letter from Disney transmitting 
a letter from one of his constituents who wants to 
know what there i s in this i dea of abolishing the 
Comptr oller of the Currency and having it taken over 
by F. D. I.C . And I proposed - I acknowledged it, or 
Mrs . Kl otz acknowl edged it . I got 1t with the acknowl­
edgment when I got back and I started to wri te a l etter 
in my own name telling him thot that was a ~uestion 
that might be considered a t some time, but was not 
under consideration at any time, and there was no 
information on it . I think that's all you can tell 
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the Congressman, but - because it is true; as f ar 
as I know, there i s no present consideration involving 
the change in the banking set-up. 

Abolish what office? 

Comptroller of the Currency . 

Is Herbert Gaston starting tha t again? 

I aont t know. 

I think I should l et Herbert answer the letter . 

I thought that wa s all covered up. 

Well , is there any ob j e:tion to my just telling him 
tha t he is just - that a t the present time there is 
no . .. 

There is no 3uch plan 1n existence . 

lie ' s confused hopes with r ealities. 

Down i n vklahoma they t hought that wa s being done . 

o. course, tna t suggestion is made in the Byrd 
Committee report, which has not been made public . 
Jaybe he heard about that . 

Is everybody else happy? All right. 
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And - but I think no worse than we probably had 
r eason to anticipate after the last hour yesterday 
and I have to go over the market transactions 
after the market is closed. 

Yes . 

This report of Duffield' s didn't help any. 

No - ah - ah - I - I - well of course its water 
over the dam but it was unbeli evably stupid to 
let it go. I mean he gave us - not me - but he 
gave somebody here a chance to ask him not to 
print the story, see and they didn't tell him 
not to print it . 

Well I - my feeling about that is that whether 
there wa s reason to tell him not to or not it 
seems to me the article i s misleading . 

Yes. 

I don ' t think its an accurate statement . 

Yes . 

That you'd cone jargon. You may not want to use 
them but you've got funds. 

Yes. Well -

And coming at this time it was really unfortunate 
frankly . 

Well I - I think it was - I go further - I think 
it was unbeli evably stupid. 

Yes . 

And - ah - but its like all of those things. I 
mean I don ' t think we can do anything to correct 
it, do you think so? 

Oh I don ' t think I would attempt to correct 1t at 
all. I think the less said about it the better 
The whole trouble is all these papers always are 
getting us in trouble. 

Yea. 
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And my own reaction would be to let it rock along •••• • 

Yes. 

••• •• and if there is any difference in the facts 
that you want to get out you can get out 1n a press 
statement or we can get out less formally than you 
here because we're never quoted. 

Yes. 

If' you want to give us anything that you want to 
get out. 

Yes. 

I wouldn't know how t o handle that now because I 
haven't got the definite facts myself. 

No. Well I don•t. 

Burgess said that he ' s already done something that 
he thinks will take care of it . 

Be will. 

Yes . 
Well of course I just got here. I haven't seen -
most of the federal trust funds used 1n bond buying -
I don't know. We ' ll watch the thing and see bow 
she goes along but I just want to let you know I 1 m 
here. 
Yes, well now when Burgess came 1n first with t he 
report - ah - about what the market was doing -
about three minutes or five minutes past where 1n 

some cases the bids were considerably down and 
others where there was no better offers on one side 
or the other - my immediate reaction as I felt it 
was last night that we shouldn' t throw ourselves 
open to an att ack ~ trying to guess what the bids 
should be until the market bas shown itself and 
indicated what it was going to do. 

Well then ••• 
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And before - yes, before we put in any bids I thought 
we better let the thing adjust itself or settle 
down ••• • • •• 

Have you no bids 1n now? 

••••• and then we called- I call ed Wayne immediately 
because Burgess had been operati.ng through him during 
your absence ••. . . . 

Yes . 

•• •.• just to make sure he checked on that . 

Yes . 

We ' ve got some bids in now however . 

Well you better tell Burgess now that I ' m back he 
better work directly with me . 

All right, well 1 •11 tell him. I didn' t know how 
you wanted to do that . 

Yes, well where is Burgess. 

Right here. (Laughs) 

What? Ob your on the wire. 

Yes (Laughs) 

Oh you rascal you. 

(Laughs) 

Well now listen. If I was handling thie thing 
lt d certainly have bids under the market the 
way we always do . 

Well I 'ult- I just put some 1n. 1 - we held off 
for a few minutes watching it and then - there 
weren ' t enough bids so we put it in. I was reluctant 
to go 1n because the minute you're in they begin to 
play against you and it sometimes is worse than not 
being in. 

Well how much have you got in now? 
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Well we - we•re just putting in bids on things 
there aren't bids on. 

I see. 

Small bids - just so there will be bids there . 
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Well I think Itd personally if it was ~ decision -
I think that we always ought to have bids in even 
if they!re little bids - but something . 

Well if the market doesn't do it . 

Yes . No I said if there are no bids you • ••••• 

Yes, that's right . 

No
1 

I think you always - i f the market doesn't put 
a Did in I think we should. 

Wel l I agree with that in general although there 
are times when putting a bid in really reduces the 
price because there ' s no bid there; there ' s no sale 
takes place . 

Yes, but t hat's unusual . 

It doesn' t register a lower price. 
for example, oh two weeks ago when 
chasing us over the lot ••• • •.• 

That happened, 
they were just 

R. li.Jr: Yes • 

B: 

H.M.Jr: 

B: 

H.M.Jr: 

Bl 

B.J.I.Jr: 

B: 

•• •• • and we suddenly pulled out. 

But Burgess that's -that' s an unusual situation. 

Yes . Well they're (laughs) they' re all apt to be ••• •• 

No, but I mean nobody - no one has a pattern bow 
to ..... • 

No • 
•••••• handle the thing 365 days of t he year. 

There ' s no - there ' s no sure cure on this. 
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Well have you - have you t alked to the Federal 
Reserve Board? 

I 1ve been too damned busy this morning. 

Ah-ha. Well I - I wish you ' d keep calling me 
and I 1 d like with a thing as bad as this •• • • • 

Yes . 

•••••• I'd like to handle it myself. 

All right. 

I 1 d like to handle it myself. 

First rate. 

So - and i s Harrison watching it too? 

Yes. 

Yes, I 1 ve been in here w1 th him several times 
this morning. 
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Well if - if the thing doesn ' t get better within the 
next half hour would you cal l me again? 

All right, we'll do that Henry. 

I tell you - as a matter of fact if you could call 
ae at five minutes to ll I•d appreciate it . 

All right, very good. 

Thank you. 

First rate. 

Thank you. 

Goodbye . 

Goodbye. 
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Hello 

Dr . Burgess . 

Hell o 

Hello 

Burgess? 

Yes. 

Well what ' s happene•? 

Karch 151, 19157. 
11112 

Just a traction better right now. 

What? 

Its just a shade better; its held fairly steady 
for about ten minut es ••• ••• 

No. 
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•••• and now its- one or two of them are a thirty-second 
better . 

Have you bought anything? 

We bought a little over a million. 

Ah- ha. 

We 've got - we're seeing that bids are in on the 
board • •••••• 

Yes • 
••••• and then we're going to pick up a block over 
the counter once 1n a while ..men there ' s some offered • 

Ah-ha, but a little bit better? 

Just a - just a traction - I wouldn' t say it was too 
much. 

Ah-ha. 
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But - its not an aYalanch here at all ••••. • 

Yes. 

•••••• on tbis fairly actiYe trading and some 
offerings - i ts not an aYalanch yet. 

Ah-ha, all right, 1•11 call you a little later 
again. 

Very good. 

And if anyth.1ng happens, one way or the other, you 
call me . 

Very good. 

Thank you. 
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Hello 

March 30, 1937. 
11: 40 a.m. 

Dr. Lubin. Go ahead . 

Bello - hello Lubin, 14orgenthau tal.k1ng . 

Bow are you sir? 

I'm fine . 

Did you have a good vacation? 

Oh, I've bad better ones. 

(Laughs) 

Vacations and bulD bond markets and high interest 
r ates don ' t go together • 

I guess there's something in that. 

Ah - Lubin - Itve got Haas and Bell here and some 
others; we ' re going over our preliminarY studies 
that we're making on what I call "5el\ect1ve 
Spending" and they tell me that you people are 
going to have something more on us - for us soon? 

Yes, we ' re getting up some materials now ••• •••• 

Yes • 
• •• •.• on certain types of construction for that . 

That ' s right. 

Yep. 
When do you think you ' ll have that? 

Well now - can you wai t just one second While I 
call my - the man that 18 doing it and • • .•• 

I ' ll do that. 

Fine . 

(Pause) 
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Mr. Secretary. 

Talking . 

Mr . Byer, wbo is 1n charge of that, is up on the 
Hill now but the ~ wbo is doing the work for him 
i s going to call me back 1n two or three minutes ••• •• 

Yes. 

...... and I can let you lcn.ow definitely. 

Will you cal.l me back? 

I sure will. 

Because I'll tell you - these Governors are coming 
back here Monday •••• •••• 

!londay. 
• ••• .• and Hopkins and I and Bell are going to have 
to have something for the President. 

Well now if that ' s the case I ' ll give it to you 
Saturday . I mean I ' 11 put a night staff to work. 

Oh no . I ' ll tell you what I want to do i f I can -
if I get Hopkins . I thought I ' d like to have a 
aeeting at ury house Thursday night and show wbat 
we ' ve got and show wbat you people have and let ' s 
see wbat Hopkins bas got and put everything on the 
table. 

Yep. 
If - i f I can get a meeting Thursday night. 

Well now I'll tell you - we ' ll give you enough 
by Thursday so that you ' ll have something t o work 
with. 
Fine . Well I' ll -I ' ll see i f I can get the people 
together . 

Yep. 
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Thank you. 

All right and I'll cal.l - shal.l I call you or shall 
l call Baas? 

\'/ell he ' s liere 1n ary office. 

All right I•ll call back in a few lllinutes . 

Call me . 

Yep, fine - swell. 

• 
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H.M.Jr: Hello 

0: Kr. Hopkins 

H. N.Jr: Al.l right. 

o: Oo ahead. 

H.U.Jr: Hello 

Hopkins: Hello Henry. 

a·.M.Jr: How are you? 

B: Fine . 

R.M.Jr: Have a good rest? 

H: Orand. 

B .l~.Jr: Good for you. 

H: Feel fine. 

;.3o8 

H. M.Jr: Harry, I lunched with the President yesterday • ••• • 

H: Yes . 

a .u.Jr: • ••• and I asked him Which of the things be wanted 
me to work on first • •• •• • 

B: Yes. 

R.M.Jr: •• •• •• and be gave me a gr een light on this work 
that we were supposed to do in connection with the 
return or those six Governors. 

Bt Yes. 
R.M.Jrt So be said he ' d have them back Saturday or Sunday 

and I said, •can' t you make it Monday •• •• • ••• 

R: Yes, that would be much better • 

B. M.Jr: • •• •• •. • to gi ve us a chance• . So he said be would. 
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Bow this is what I•d like to do. Our boys have 
got a lot of stutr together •• •••• • 

Yes . 

••••• • working with Lubin •• ••• • 

Yes . 

• • ••• end I wondered if you were free Thursday night. 

Sure. 

What? 

Well now wait a minute - Thursday - Thursday - yes 
I think I am. 

What? 

I think I am. 

Well can you say definitely? 

Well hold the wire a second ••• • • • 

Al.l right • 

•• • ..• and let me see what I 've got. 

All right. 

(Pause) 

Yes. 

What? 

Yes Henry. 

Well now will you bring anybody with you that you 
want, ••. .•• . •. 

Yes. 

d ' 1.1 show Wbat- what we ' ve got •• • • • • • • • • an. we 

All right. 

.... .. and if you want to get a prel1w1nary look at 

it . . .. . . . 

Yes. 
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• ••••• to see what - along what lines- send anybody 
oYer- George Baas has got the stutf. 

All right. 

Now I'm going to see 1t I can get Lubin there. 

Yes, all right. 

And I 1m going to ask Wallace to be t here. 

Yes. 

See? 

Bet s gone away to-day, 

Bas he? 

Be is going . I t m going over to see him now about 
something else. 

Well 1111 ask him wbo he wants to send ••• • .•. 

Yes • 

•••••• because he- we've got to have him in on 
this picture. 

Yes, and then bets got t o be 1n on the resettlement. 

Could I let you know a l ittle later about the time? 

Yes, Henry. 

What? 

Will it be at your house? 

It will be at my house i f that ' s agreeable to you . 

Yes , that's fine. 

Or would you rather baTe it • • • • • 

Oh no. 

What? 
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I'd rather have it at your house i f its all right 
with you . 

Yes, Thursday night . 

All right, Henry. 

And now 1111 call - and if your man wants to see 
along the lines we ' re working ~y let him come 
over to- Haas. 

Well I think he'd better ~cause I 1ve got a lot of 
stuff up on that - While I ve been away they ' ve been 
working on it all the time; 

Well - ah -

And we better - ah - exchange some information on it. 

Yes, then I•ve - the President. 

I'll have Gill see Haas . 

Yes, and the President' s supposed to see you and me 
Saturday and Sunday to have a dress r ehearsal. 

Well that ' s fine- that's fine, Henry. 

And the.n we go right from that ••••••• 

Yes • 

. . . . . . . onto the •. . ... 

All right • 

••••• next year ' s appropriation. 

I'm going to see the President to-day some time. 

Well then remind him that be said he ' d see Bell, you 
and me Saturday and Sunday. 

Fine. 

All right, sarry. 

All right, senry , ol d boy. 

Goodbye . 

Goodbye. 
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Secretary Wallace is on his wa,. from the Vlbite Bouse 
to his office. 

Well when be gets there I want to talk to him. 

All right. 

And then see if lliss Perkins is there. 

Right. 

I want to talk to Kiss Perkins. 

Ri ght. 

Bello 

Secretary Perkins. 

Thank TOUo 

Bello 

Yes. 

Henry talking • 

Bello Henry. 

Bow are Tou? 

All right. 

Francis i f ,.ou'Te got a minute I want to tell TOU 
what we're working on here 1n the TreasurT• 

Yes. 
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Ah - there are two things - (1) the six Governors 
are coming back again and the President gave Bell 
Hopkins and me a job to do to see whether there c~uld 
be any money taken.f r oa certain States to giTe to 
them and i f so wb71 see? 

Yes. 

Now we ' ve got that study going and then we ' re in on 
our next year• s appropriation for relief, 

Yes . 

And we've been working with Lubin, see? 

Yes. 

And he ' s been very helpful •••• • •• 

Yes • 

• • •• • and I just talked to him and he says he ' s going 
to have some more f i gures on which industries are 
short on labor, you see? 

Yes. 

Now I ta getting - arranging for a meeting at my 
house Thursday to which I ' m going - and I wondered 
if to go into this thing whether you' d care to come 
or whether you 1 d want to send Lubin. 

Yes, I'd like to very ~cb. 

You would like to. 

Yes I would. 

Are you •• •• • 

313 ... 

we ' Te got to be quite r ealistic 

about. 
Yes. Are you tree Thursday ni ght? 

Yes - yes . 

Well would you hold i t ? 
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I will, Henry. 

And - ah - ah - I don't know just what time and I 
could call you up about •• •• • •• 

Oh yes, just let me know l ater. 

And you' ll bring Lubin. 

Yes , oh yes, indeed I will. 

He•s been working with Baas ••• •• • • 

Yea . 

R.U.Jrl ••• and I really think we're getting somewhere. 

P: 

R.I4.Jr t 

P: 

H.M.Jr: 

That 's good - tbat •s fine . 

Right. 

Fine, thanks, goodbye . 

Goodbye. 
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Secretary Wallace returned but he brought Mr. Charley 
and Mr. Hopkins with him and they're With him now 
but he can talk to you if you don't object to them 
being there . 

I ' d like to talk to him. 

All right~ I ' ll get him. 

Bello . 

Secretary Wallace . 

Hello. 

Hello Henry . 

How are you? 

Fine. 

Henry, Itm calling up f or this r eason. Itm trying to 
get together Hopkins and yourself and Frances Perkins 
for Thursday night to t alk about relief expenditures, 
see - hello. 

Yes, Henry. Itll tell you - I ' m going to be out of 
town on Thursday night. 

Oh. 

Don't get back until Monday of next week. 

Well -
Now - ah - could - ah - should I send Will Alexander 
to that? 

Ah - yes - is he the fell ow? 

Well - I - I don ' t know exactly what you baYe in mind. 

Well we ' re going to talk about general relief and 
ge.neral expenditures - the whole picture . 

Gosh I would like to be in on that - the whole picture. 
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Wel l - ah - we won't settle it Thursday night. 

Yes. 

Don't you want to send your economist? 

I'd rather think I'd prefer to, yes . I think 
I'd like to send either Louis Bean or Zelte. 

Well you can send both it you want to. 

Bow i s that? 

Send both. 

Well that will be fine . Now where will it be? 

Well Itll get in touch - it will be at my house 
bu~ what time yet I dont t know. 

Ah-ha. 

See? 

Yes. Harry - Barry Hopkins i s right here with me 
now. 

Yes, be says be' s - he1 s coming.' 

Ob he ' s coming? 

Yes. 

Well that ' s fine . 

Be knows about it. 

Yes, that ' s fine . 

Is that Louis B-e-a-n-e? 

B-e-a-n, yes. 

B-e-a- n . 

Yes . 

31S 

Ah _ I tll get word to them. It will be Tbur~d:t 
night. I baYen't been able to fix a: yea she' a 
RopltinS 118711 be's ready and Jlillll Per say 

coain& . 
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We11 I think this is tine . 

But we've done a 1ot of work and it your peop1e _ 
if Ezek1e1 or Bean want to find out what we ' ve got 
so t hat they cou1d prepare themse1ves Haas has 
got evert hing . ' 

Al1 right, 1 111 te11 them. 

And he's been working with Lubin. 

We11 they both know him very we11. 

So 1f Bean and Ezekiel want to prepare themselves 
for Thursday they can get in t ouch nth Geerge Baaa. 

Yes. 

But this is - ah - getting ready for our - the 
relief appropriati on and the general - what I cal l -
I ca11 •Sel ect ive Spending • - that ' s what I call it. 

That ' s fine. 

What? 

That ' s fine. 

I mean - and we•ve got the costs of mater ia1 and 
wbere - which states have unemployed; which haven ' t 
and that who1e pi cture. 

Some of these days I ' d like to see us take hold ot it 
on a 11ttle broader basis if you have tbe time • • •• • • 

Yes • 

• • • ••• and in this case I think Herbert Feis ought to 
be in also - ah - as wel l as Barry Hopkins . 

Not for Thursday night though. 

No, not for Thursday night. 

No but you're ta1k1ng now about the world pi cture. 

Well i ts not a1together the wor1d picture. Ita the 
po1i cy ot govenment expenditures and certain other 
gove~enta1 activiti es as they rel ate to capi tal 
t1ow and i r oni.ng out the bluiness l:,ele and so on . 
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Well - ah - I tm with you on that and let' s have another 
meeting on that, 

It happened at - i t happened that was brought up in 
another connection and found Fe1s entir ely - extraordinarily 
interested. 

Oh did you. 

And I - it seemed to me that he really ought to be in 
on that broad conference when it comes . 

Well why not let' s next week to try and have another 
one then but somebody would have to work up the stuff, 
you see? 

Yes. 

We ' re working up this stu!!. 

That ' s tine. 

But if you could work up the other why • •• • • 

ALl right, 1 •11 tell you - we' ll - we'll get around 
to that and see if we can have it next week or the 
week thereafter. 

\'lhy don't you prepare what you have 1n mind on that? 

All r i ght - Barry - Henry, we'll do that. 

Good. 

All right . 

Thank you . 

Goodbye . 

Goodbye. 
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And - but I think no worse than we probably had 
reason to anticipate after the last hour yesterday 
and I have to go over the market transactions 
aft er t he market is closed . 

Yes . 

This report of Duffield ' s didn ' t help any . 

No - an - ah - I - I - well of course i t ' s water 
over the dam but it was unbelievably stupid to 
let it go. I a~ean he gave us - not me - but he 
gave somebody here a chance to ask hio not to 
print the story, see , and t hey didn't tell him 
not to print it . 

1'iell I - my feeling about that is tha t whether 
tnere was reason to t el l him no t to or not it 
seems to me the article is misleading . 

Yes . 

I don ' t think it ' s &n accurate statement . 

Yes . 

That you'd gone Jargon . You may not want to us e 
them but you've got funds . 

Yes . Well -

And coming at this time it was really unfortunate 
frankly . 

Well I - I think lt was - I go further - I think 
it was unbelievablY stupi d . 

Yes . 

And - ah - but i t' s like a l l of those things . I 
mean I don ' t think we can do anything to correct 
it, do you think so? 

Oh I don't think I would a ttempt to correct it a t 
all . I think the less said about it the better . 
The whole trouble is all these papers always are 
getting us in trouble. 

Yes. 
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And my own reaction would be to let it rock along •• • • • 

Yes . 

••••. and if there is any difference in the facts 
that you want to get out you can g et out in a press 
statement or we can get out less formally t han you 
here because we ' re never quoted . 

Yes . 

If you want to give us anything that you want to 
get out . 

Yes . 

I wouldn' t know how to handle t hat now because I 
haven't got the definite f acts ~self. 

No . llell I don't . 

Bureess said that he ' s already done something that 
he thinks Will take care of it . · 

l:le will. 

Yes . 

ilell of course I just got here . I haven• t seen -
most of the federal trust funds used in bond buying -
I don ' t knoH. We 'll watch the thing and see how 
she goes along but I jus t want t o let you kno« I 1m 
here . 

Yes , well now when Burgess come in first with the 
r eport - ah - about whet the market wes doing -
about three minutes or five minutes past where in 
some c ases the bids were considerably down and 
others where there was no better offers on one side 
or the other - ~ immediate reaction as I felt it 
was last night that we shouldn't toroN ourselves 
open to a n a tteck by trying to guess what the bids 
should be until the market has shown itself and 
i ndicated what it was going to do . 

Well then 
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And before - yes, before we put in any bids I thought 
we better let the thing adjust itself or settle 
down •••••• 

Have you no b i ds in now? 

••• ••• and then we called- I called Wayne immediately 
because Burgess had been oper a ting through him during 
your absence .•••.• 

Yes . 

• •••• jus t to make sure he checked on that. 

Yes . 

rie•ve got some bi ds in now, however . 

Well, you better tell Bur gess now that I ' m back he 
better work direct ly with me . 

All right, well I •ll tell him . I didn't know how 
you wanted to do tha t. 

Yes, well where is Burgess? 

Right here . (Laughs) 

\':nat? Oh, you're on the wire . 

Yes (Laughs) 

Oh you rasc~l you. 

(Laughs) 

Well now listen. If I was handling this thing 
I ' d certainly have bids under t he market the way 
we always do. 

~~ell I just - I just put some in. I - we held off 
for a t' ew minutes watching it a nd t hen - there 
weren ' t enough bids so we put i t in. I was reluctant 
to 

6
o in b ecause the m1nute you're in they begin to 

play a gainst you and it sometimes i s worse then not 

being in. 

Well how much ha ve yo~got in now? 
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Well we - we•re just putting in bids on things 
there aren ' t bids on. 

I see, 

Small bids - just so there will be bids there . 
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Well I think I •d personally if it was my decision -
I think that we always ought to have bids in even 
if they ' re little bids - but something . 

Nell, if toe market doesn't do it. 

Yes . No I said if there are no bids you • ••• • • 

Yes, that's right. 

No, I thin.~: you always - 1f the marke t doesn 't put 
a bid in I think we should . 

Well I agree with that in general although there are 
times when putting a bid in really reduces the price 
because there ' s no bid there; there ' s no sale takes 
place . 

Yes, but that ' s unusual. 

I t doesn ' t register a lower pri ce . 
for example, oh two weeks ago when 
chasing us over the lot •.• . ••• 

1'hat happened, 
they were just 

H. IA .Jr: Yes • 

B: 

H. !A .Jr: 

B: 

H. M.Jr: 

B: 

B. !A .Jr: 

B: 

••• •• and we suddenly pulled out . 

But Burgess t hat ' s - that ' s an unusual situati on. 

Yes . Well they're (laughs) they ' re all apt to be ••••• 

No , but I mean nobody - no one has a pattern how 
to . . . . . 

No . 

• • • ••• handle the thing )65 days of the year. 

There's no - there ' s no sure cure on this . 
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Well have you - have you talked t o the Federal 
Reserve Board? 

I• ve been t oo damned busy this morning. 

Ah-ha . VI ell I - I wi sh you• d l<eep calling me 
and I •d like with a thing as bad as this ••••• 

Yes . 

•••••.• I ' d like to handle it myself . 

All rignt . 

I •o like to hanole i t ~self . 

First r ate . 

So - and is Harrison watching it too? 

Yes .• 
Yes, I•ve been i n here wi th him sever al times 
this morning . 
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Well if - if the thing doesn ' t ge t better within the 
next half hour would you call me again? 

All r ight, we•l l do t hat , Uenry . 

I tell you - a s a matter or f act if you could call 
me at f ive minutes to 11 I ' d appreci a te it. 

All r ight, very good . 

Thank you. 

First r ate . 

Thank you. 

Goodbye. 

Goodbye . 
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Taylor, I just talked to Harrison and Burgess and 
I told them as long as the market was as bad as 
this I ' d handle it myself . I wanted to tell you 
that . 

Yes . 

And they say that this Duffield story bas caused 
tremendous havoc and thats whats the matter right 
now. 

Apparently. 

Yes, but - ah - of course What I - I - I ' d just like 
to know where he got that information from. 

Well be - where he said was from the individual 
agencies . 

Well I don ' t - I don't believe it. I don ' t 
it and I 1ve ask~ Gaston to check up on it. 
Itm not questi ong your word. 

believe 
I mean 

T: Yes . 

B.M.Jr: 

T: 

B. M,Jr: 

T1 

B.Y. Jr: 
.... ... . 
B.li.Jri 

I t m questioning his and I d1dn' t want to say anything 
because other people were present but I tm ter ribly 
sorry that the story was published. 

So am I. 

Yes - and - ah - but its too 
thing keeps on I may have to 
know. Wel ll watch i t . 

l ate. Unless this 
say something I don't 

Yes, you ' re watching it then? 

I 'm - I tm going - I told them that I ' d watch it. 

O. K • 

Thank you. 

• 
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Hello 

Or . Burgess . 

Bello 

Hello 

Burgess? 

Yes . 

··•ell , woa t 1 s happened? 

Just a fraction better r ight now. 

What? 

• 

It 1 s just a shade better; it ' s neld_1f airly steady 
for about ten mi nutes • .... 

No . 

• •. • and now it ' s- one or two of them ar e a thirty­
second better . 

Have you bought anything? 

Ne bought a litt le over a million. 

Ah-ha . 

VIe ' ve got - we 're seeine tba t bids ar e in on the board • ••• 

Yes . 

• ••• and then we ' re going to pick up a block over the 
counter once in a while when there ' s some offered . 

Ah-ba , but a little bit bet ter ? 

Just a - just a fraction - I wouldn' t say it was too 
much . 

Ah-ha . 
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But- it•s not an avalanche here at all • • •• • • 

Yes. 

••••• • on this fairly active trading and some 
offerings - 1t 1 s not an avalanche yet . 
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Ah- ha, all right, I ' ll call you a little later 
again. 

Very good. 

And if anything happens , one way or the other, you 
call me. 

Very good . 

Thank you. 
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Hello . 

Mr . Bell . Go ehead . 

Bello. 

Dan? 

Yes 

llarcb 31, 1937 
ll: 39 A. ll . 

Will you have someone Lnalyze that hundred mill ion 
dollar wheat ins UN· nee bill for me? 

Yes , I'll have that done now. 
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And let me know how much it ' s going t o cost us - if 
it would mean a hundred ~illion plunks right out. 

It ' ll oean - well , t hey ' ve got a provision, as I 
reca ll , unless it ' s been changed, to invest; and I 
~>.sked the Agriculture people if they would put i n 
all of the financing provi si ons sub jec t t o the 
approval of the Secretary of the Treasury . 

Yes . 

And. they saici tney would . 

Yes . 

I'm asking that to be looked over t his morning es soon 
as tney get & coyy of the bi ll that was passed yes t er -
day and see wna t was cnanged . 

II' ell, wil l you • ••• 

I think you ought to hove control over t he investment, 
a s to whetner or not t ney will invest a hundred million 
dollars . 

H. i.l.Jr : Yes 

B: Going out of the Tr easury , Jus t putting up the bonds, 
we ' d have to borrow in order t o make it 

i nvestEDent . 
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Well. •• 

They said they' d change - they'd try to change it . 

When do you think I - I could see that? When do 
you think you could go over it with me? 

Ah - well, I think probably tnis evening if we can 
get a copy of it; sometimes they ' re not available 
i=ediately. 

r.ell, will you - will you follow through on it? 

Yes, yes . 

Thank you . 

Right . 
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Chairman Eccles. 

O. K. 

Oo ahead . 

Hello? 

Ah - good morning, Henry? 

Hello, Marriner, how are you? 

March 31, 1937 
12:03 P. !A. 

I Just wanted to check up with you on this market 
situation. 

O. K. 

Seems to be a little better the lest fifteen, twenty 
minutes, hal£ hour. 

'.i.ha t ' s what t hey told me . 

Ah - the - do you have any suggestions? 

No, the only sugges t ion I had was that - I told them 
t his morning I t hought VIC ought to keep orders in 
under the market at ell times if - if - so thet 
there's never any particul&r issue which has no 
order, you Anow? 

Yes • . Yes . 

This morning they sat back a: nd waited a while, saw 
th~ thing go down the first hour , then they put b eir 
orders in. I don't ~now if I'd have been there whether 
I would have nandled it Just that way . But I t hink it 
makes a very bad impression that certain issues have 
no orders under them, you know? 

Yes 
But since then they have put the orders in. That 1 s 
the only thing that I've got. But it's awfully hard 
if you're not right on the firing line to know how 
to handle it. 
Yes . It - it - it of course depends on, I suppose, the -
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the amount of - of stuff you get . 

Yes 

330 

In other words, there ' s been times - for instance 
last week, the week before - when the minute you ' 
put - put orders in they j us t loaded you; they 
covered you right up. 

Yes 

And of course the minute you pulled them out, why, 
i t helped to dry the market up . 

Yes 

So i t d epends, I suppose, on that condit i on. But I -
I wa s talking to Geor ge a little ~nile ago, and - ah -
I - I t old nim t hat .. Of course, the market bad a 
pr ett y bad break not only the l ast half hour l as t 
night but this morning a nd went down to new lows, and 
it seemed to me that they were under the general - the 
gener al si tuation wns no t such as to warrant , neces­
sarily - I mean fundamentally - the present prices . 
And tha t - tha t we bad a J4 billion dollar volume of 
securities wi thout the guar anteed issue, and - vnd it 
seemed to me that around these levels tha t somebody ought 
to have it out - ought to - ought to show sooe - show 
their band and - and to run this market. 

Yes 
That - tha t after all if you don't you - you give the 
operators and the dealers - you put it into t heir 
hands and let it - and t hey operate it for t heir 
interests . 

Well, I - I o ve - I • ve felt th" t they were a 11 ttle 
bit - ah - "gun-shy" up there in New York here 
r ecently. 
Wel l, of course, these - if - if t he market can come 
back of its own accor d ••.•• 

Yes 
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••• there isn1 G any question but what - but what 
i t ' s be tter , and the investor - the big investors 
are goi ng to possibly fee l more like going in 

331 

than t hey feel - than if they f eel that "Well it • s 
a supported market and after all it's only te~porary 
and we 1 l l wai t ." 

Yes 

I mean that at- - tha t ' s the other side of the s tory. 

Yes 

So George seems to think that possibly it has - it 
nas hit bottom and tilat ttlis - ttlis s trength tnat 
it ' s showing now is - is - i~ a result of other 
i nvestors, it's - it ' s coming back of its own accord . 

Yes 

Now if i t doesn 1 t, it - it seems to me that it 1s 
worth wnile considering a - us showing our hand 
again and - and - and seeing just - just how - how 
many - now much selling there would be, s ee, if we 
were really strongly in the market. 

Yes 

And it's worth testi ng i t out, I think. 

I should think so . I mean I - I .... 

If it doesn't come back of its own accord . 

Yes 
Well , I ... as just thinking along that line and tnougbt. 
I would - thought I'd check with you. Of course, we 
can t ell bett er tne way the thing develops during the 

day . 

That 's rigtlt. 
And if - if you have any ideas about it, if you 'd let 
me know I•ll be glad to discuss it with the other t wo 
members of the Executive Committee here, you see ••• 

All right. 
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••• • there's three of us here and we can get ahold of 
Geor ge on t he phone up there and - and if you're not 
sati sfied at all with the way it ' s being handled we'd 
like to get your viewpoint . 

No, I wouldn't go that f ar . 

Well , if you have any suggestions then. 

O.K. 

Be g l ad to ge t your viewpoint on it. 

All right, t hank you . 

All right, goodbye . 
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H. M.Jr: 

Burgess : 

H. r.I . Jr : 

B: 

H. :.I . Jr: 

B: 

R . ~ .Jr : 

B: 

H. !A. J r: 

B: 

u. z.t . Jr : 

B: 

H. M. Jr : 

B: 

H. !I. Jr : 
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H. l.I . Jr: 

B: 

H. M.Jr : 

B: 

H. ll. Jr: 

B: 

B. M.Jr: 

B: 

Go ahead . 

Hello? 

Hello, sir. 

Hello , Burgess . 

Mar ch 31, 1937 
12 : 55 P. ll . 

Well, they s tarted to slip a little again. 

Tlley have? 

J.es, not much, just a te·" - a couple thirty-seconds . 

Pardon me? 

A couple of thirty-seconds . 

Uh-huh. 

They aren't down yet to the lows of the morning. 

You got any orders in? 

Yes , we ' ve got orders in . 

Uh-huh. 

The - t he pr oblem is nobody ' s buying . There ' s not so 
much selling, but it's -

Yes 

- everybody ' s holding ott on buying . 

Yes . 1 see . \'/ell, I'm going out to meet t he 
Canadians now and •••• 

All right, s i r; well , 1 111 - I ' ll s tay with your morket. 

Keep the home fi r es burning while I ' m out . 

Tha t ' s right , yes . 

All right. 

Yep, yep. 

Goodbye. 

O.K. 
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HUJr: Hel1o . 

Treasury 
Oper ator: Dr . Burgess -

HMJr : Hello 
'N . Randolph 
Burges~: Hello, sir. 

HUJr : Burgess 

B: Yes 

HUJr: How did the market finish? 

Wednesday 
llarch Jl , 1937 
) : 05 p . ll. 

B: Well, it finished about t he way it was for the last 
hour . 

HloiJr: Yes 

B: It skidded off there for a while 

HMJr : Yes 

B: But there weren ' t many buyers around . 

IU!Jr: Yes 

B: That ' s the trouble. 

HJ.IJr : 

B: 

l:!l.IJr : 

B: 

!U.IJr I 

B: 

flllJr: 

B: 

Yes . What ' s t he gossip? 

Well, it was quiet, r elatively quiet . A number 
of people making offerings and ve~v few people 
buying. That seems t o be the answer . 

I see . How much did you do? 

What's that? 

How much di d you ao? 

Well, I haven ' t got the fina l figures . It' s about 
seven. 

About seven? 

Yes 
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That cleans us out then? 

That cleans you out and goes a littl e more for us . 

Yes . Well, if I get sny idea s I ' ll call you, 
either tonight or tomorrow, 

All right, sir. 

Good night. 

Good night. 

• 
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T. O.: 

George 
Harrison: 

H: 

H!lJr: 

H: 

IBIJr : 

H: 

H!.!Jr : 

H: 

HllJr: 

H: 

IUIJr : 

H: 

HIIJr: 

B: 

HMJr : 

H: 

HI(Jr: 

B: 

Bello -

Wednesday 
llarcb 31, 1937 
3:50 p.m. 

Governor Harrison Go ahead . 

Hello 

Hello, George 

Hello, Henry 

Yes 

~ell now, I called you up a little early Jus t to 
chin with you. 

Oh-

I understand Burgess has t alked to you since then. 
So he gave you the closing. 

Well, very b rie!'ly 1 yes . 

Yes. And -

I've got nothing to say. 

What's that? 

I have nothing. I say, I have nothing I want t o 
say. 

Oh wel l , all right. 

Unless you have. 

No, I don't know. 
knOW what else is 
any suggestion of 

I don't 
here for 
anything 

know what I don't 
me to do . Do you have 
else we should do? 

No. You'll be spending your own money tomorrow. 

What's that? 
You'll b e spending your own money tomorrow. 

33S . 

Yes, I know. But still , I'd be interested to know 

if you have. 
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HI.!Jr: 

H: 
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H: 

H!.IJr : 

H: 

EI . M.Jr: 

H: 

IDIJr: 
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Well, I don ' t know wha t to say at this time . 
I mean, I mean, it ' s quite evident what we're 
doing isn't getting the r esults and the next 
move is up to Feder a l Reserve. I mean if 
they want t o take care of t he Bond Market this 
way , I mean I feel that' s all right . And 1f 
it gets to a point I •m not satisfied I' ll say 
so . 

Yes 

But right now i t ' s the Federal Reserve System 
that's taking care of the Bond Karket . 

Yes 

And -

,'/ell, you know, this i s what I th1nk, the t -
'Rhat I want to know is , now, for instance you 
felt while you were & VIIi.)' and told me so when 
you c arne back, you thought so fa r as the handling 
of it was concerned we had handl ed it all right. 

On the day-to-day basis . 

Yes 

Yes 

And you were very nice about that. 

Yes, and r •ve repeated tha t again and that ' s per­
fectly true . 

And now·I give t hat- that ' s my responsibility 
up here at this end . And if you have any dis­
satisfaction with that I'd like to know . I t 
helps us if we do know . 

Ob- ~/ell, on the dey tod ay basis, I mean, 
one day I mean .1. think you handle it just t he 
way I might handle it , but you might be ~Tong 
and I might be right 

Yes. 

- or vice versa. 
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Oh, sure -
you can see things that you might have done 
differently . 

On the - but taking it over a period since 
the ·first of Karch, I mean I say I •m s atisfied. 

Yes 

On the day to day b asis. But, there are certain 
fundamental things back of t hat which have nothing 
to do with our relat i onship as Treasury and fiscal 
agent, -

Yes 

- that I'm not satisfied with. 

Yes . Well , have you told 14a rr1ner those? 

Yes . 

Huh? 

Oh yes, we got together yest erday . 

Yes 

And, but I mean tha t ' s a different relationship. 

Yes 

And that ' s why I say t ha t - if there's going 
to be a move that move is up to the Federal Re­
serve System, tha t' s what I meant. 

I see . 

Do you get the difference? 

Yes, well I - well, t ha t clears my mind a little, 
because I thought you -

No, over the run of events as acting as our agent 
I'm entirely s atisfied. 

Yes 

Entirely s a tisfied. But 
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Well, if you - and I hope you'll always let 
me know if there's any thing why you're not, 
because 

I ' ll let you know in three seconds . 

(Laughs) 

Or just as quick as you c an answer the phone -
that goes always both ways . 

And if there 's a~ views that you've got on 
a nything else t hat • s within my jurisdiction 
I 'd always like you to let me know too. 

Well , if I have something to say then 1 111 
ask Uarriner and get together the Open Karket 
Committee and ! 111 say it there. 

Yes . Well, tha t's first rate . 

Vlhat? 

That ' s the best way. 

Yes 

Goodbye. 

Thank you. 

First r a te . 
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BUJ'r: 
Julius 
Adler l 

H!Ur1 

A: 

HMJr: 

A: 

Hli.Tr: 

A: 

IIUJr: 

A: 

lU.IJr 1 

A: 

IUIJr: 

A: 

HUJr: 

A: 

HltJr: 

A: 

H)IJr: 

AI 

Bello , Julius? 

Oh, Henry 

Yes 

Wednesday 
llareh 31, 1937 
5:38 p,m, 

I was t~lking to Krs . McCormick today , -

Yes 

And she' ll be very glad to arrange to come 
down there, any day . 

Yes 

Will you tell me, did the hi&}ler up want t o 
see her? 

Well, I didn ' t know that , but I can find out. 

Well, that's what we didn't know. 

No, this was for =rself . 

Yes . 

But, I could aslt bill. 

Well, I ' ll tell you, Henry, she ' ll - she ' ll 
come, well , you l et me know what day, she ' ll 
take some midnight train and co!lle down and spend 
the day there. 

Well, I' ll aslt him, I mean, do I take it 

Well , I think she is, but I 1m not thinking it . 
I j ust didn ' t know ~nether that's what you had 
in mind. 

No , I di dn ' t . I f I had I ' d have said so with you. 

Ye s 
Well, I ' ll be talking to him in the morninc IIDd 

I 111 ask hia. 

Well, let • • know wbat day, will you? 
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A: 
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I'll give her, I ' ll try t o give her a couple 
of days notice. 

Kr. Hull is going to be in town Monday, 

Yes 
ned 

And I'd plarrto t ake her over to see him then. 

I see . On Uonday - she' d come here anyway 
l&onday? 

No, I say he is going to be 1n flew York :londay. 

Oh, 1n New York Monday, 

He's speaking here Monday night . 

Oh, I see . 

And I've had some correspondence with him. 

I see. 

VIe 1 re going to see him Llonday ai'temoon. 

I see. No, this was for myself, but if -
I'll ask the Presi dent if he wants 

Well, I mean - we'll leave it like it 
is. But you just let me know which day. 

0 . K. 

No I Just - the reason I was tied up here was 
Se~ator Harr~son and Bob Doughton on this railroad 
retirement tqing for an hour and a half and I 
couldn't get to the phone . 

Yes 

But, thank you very much for calling. 

Right , and you l et me know. 

Yes 

Goodbye 

Goodbye. 

341 
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H!.!Jr: 
Tr ess . 
Oper a tor : 

H~!Jr : 
th rriner 
Eccles : 

HJ.!Jr: 

E: 

HMJr: 

E: 

ll11Jr: 

E: 

IDJJr : 

E: 

HL!Jr: 

E. : 

Hello 

Chairman Eccles -

Hello, Marriner. 

Wednesday 
!larch .31, 19.37 
5:40 p .m. 

Go ahead . 

Hello - yes, Henry, I jus t wanted to check up and 
see how you're feel ing how t nis market clo~ed today . 
Have you got any sugs estions? 

Well, I don't feel v ery good , but I - I haven' t 
got anything definite . I mean, on the day to day 
thing t hey 're nandling it all right , but I con•t 
think it's going t o do t he trick . 

Well, - I don ' t know, it doesn't look like it. 

'1/ould you want to walk down in the morning? 
Or don't you - ? 

Yes, I'll be glad to, if you ' d like to do that . 
I don ' t have anything special though to-

I haven't crystallized~ thought& yet either . 

Yes . 'ilell, I tell you, no •• this is what 
of course you t alked t o Harrison and Burgess 
after t he market closed 

Yes , but I didn ' t ge t anything out of t hem. 
I didn't say anything t o them . 

Yes . .~ell , tne very - I talked to - I 
t a lked to tnem tor, oh, I guess fifteen or t .1enty 
minutes and as I g ct t he pi cture the - they 
went in much more aggr essive t he l as t hour or 
so and t here was a lot of - the minute they 
began s ticking t heir neck out why they got a lot 
of bonds . 

Yes 
That is, they got - they got some. The market 
hadn't completely dried up, apparently, you see . 
It appeared thot it bad but wnen t hey started to 
supporting it, even on the way down, wny it 
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they got - they got considerable, so i t ended 
up with seven mi lli on altogether. !low, their 
t hought was, and - that in t he morning tha t 
they ' d put bi ds in ut slightly below the market 
whi ch they didn• t do this morning . 

I know . 

And - and try to steady it and follow it - if it 
t;oes down a little bit more follow it do'A'n . But 
keep it a little more orderly than it was this 
morning . 

IUIJr: Yes 

E: J,nd and see what - see what that ' ll do . 

lillJr: Yes 

E. : 

h!.IJr: 

E. : 

HliJr : 

E: 

Bt.IJr : 

E: 

E: 

Hl.IJr : 

E: 

Now, tnen I think tomorrow why - ir it doesn 't 
nold wher e it is or come back why I think we•ve 
got to g et t ogether pretty soon and 

Well, let ' s leave it until you have an i dea , or 
I have an idea . But I - I just - I feel this 
way tonight, that just t he dey to d ay I mean 
buying seven or ten mill ion dollars isn't going 
to do toe trick. 

Yes 

See? 

~ell, - well , I tnink that certainly it basn• t 
done it. 

No . 
But that unfortunate newspaper thing, I don' t 
know what how serious t hut was . It may be 
that 

Taylor called you up on that . 

Yes 

Yes 
well, I it Nes Just one of those things 
that do happen and I c an understand how it 

343 

Regraded Uclassified



l:it.! Jr : 

E: 

truJr: 
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HMJr : 

:t. : 

!WJr: 

E: 

HliJr : 

E: 

H11Jr: 

E. : 

Ht.IJr : 

E: 
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happened and I certainly don't blame anybody . 
It ' s - under these conditions we all make 
mistakes. 

Yes 

And but t he - the effect of that thing , 
I don't know I don ' t know whether the 
mar ket would have gone where i t has 1f it 
hadn ' t been for that or not . 

I don't know either. 

But a GUestion of a feN days more I don ' t believe 
is going to make very much difference no~ . And I 
think, now - Viner will be here when? 

Be's here today end tomorrow . 

Oh, I see . 

Working and he hasn ' t got any answers yet either . 

Isn 't he going to stay longer than that? 

344 

Well , he can come beck . - He can come back, but 
ne 's got an engagement Friday I ti1ink, in Cincinna ti. 

And he ' ll go over to Cinci nnPti and then right bock 
ner e? 

If he can - he can be back 

Well, I think I hope be can come back and 
stay around for a while . 

I thinK ae can come back Monday . I'll be seeing 
him t onight . 

Do you think I•ll get o chknce to see hi m before he 
goes? 

I 'll tell him to s ee you. 

Tell him I would like to - I would like to chat 
with him a lit tle. 
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I'll do that . 

All rignt, then. Fine. 

Good nignt. 

Goodbye. 

345 
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348. 

To: Secretary Morgenthau 

From: Dr. Burgees 

Treasury bonds were about 1/Sth or a point lower a nd quiet 

at the openi ng and moved downward thereafter in moderately active 

rut orderly trading, Slight improvement appeared around -1: ;so 

rut t he decline was resumed early in t he afternoon and closing 

Treasury and guaranteed ·bond quotations were off 6/32 to 16/32, 

only slightly better than the lowe or the day . Four long ronde 

tell to new lowe, Sales or government bonds on the boare amounted 

to about $4, 500, 000 compared with $2, 060, 000 yesterday, Treasury 

notes were lower following the trend or the rest of the mar~et 

( and closing quotations were 2/32 to ?/32 down from ;resterday. 

Both high and second s,rade domestic bonds opened small 

tractions off trom yesterday and declined moderately during the 

forenoon. The market was more or lees steady t hereafter and both 

g roups finished small tractions to about 1/2 point dom from 

yesterday. The market was not very active. Panhandle Eastern 

Pi pe Line 15-year 4% bonds which were offered at 9? 1/2 and which 

did no t move very well yesterday were quoted today at 9? 1/4 bid -

9? 3/4 asked. 

Foreign bonds were rather dull w1 th small gains in certai n 

groupe. Germans , I tal.ians, Polish and some Lati.n-Amerioan bonds 

showed fractional. gains; t he rest or t~e merket was unchanged. 

Purohaeed today $? , 9?;5, 000 m1eoellaneous Treasury bonds, 

~1ch $2, 500, 000 are tor Treeeur.Y account. 
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lffliORA!Illtl! FOR THE SfiC!!ETARI: 

•araeilla, France , 
Karch .31, 1937. 

SubJect: lfarcotiea t.yooe. 

347 

Am down here 11t ltaraellles for a few deya looking into the llliJ'COtic 
situation o.nd informer sit uation. Thio 1a o hot port, and our Paris 
office bad not done anything about it eo far . I find that narcotics 
have moved here in n big way in the put. At one tillle , tba French 
knocked off over h o tons of opiwa (Turkish) here at one crack. Also 
t hat they bave made other seizures ot SO kilos, 100 kiloa, etc . One 
seizure made wss approxiaatel7 SO kilos ot baroin. The Consul General 
here is a cood ecg and anxious to belp. (Rurle7 is his name. He was 
foraerly at Rasaau and attended our liquor conference at Jac la!onrllle 
in 1934.) I a= lining h1.ll up to operate on hia own account. Howner, 
I hope to be able to get one of our narcotic men from Paris down here 
f or stay, to personally push the informer proposition. 

11111 go back to Puis tomorrow night . Wait is now on l eave and 
I hope to have some new i deas in operation by the time he gets beck. 
Scharff is showing up to be a .;:ood man and will do 1<ell by us . He 
lllso is an eX4!11ple to the other narcotic men, none of whom except Beers 
1apresses 1110 as baving 1111ch on the bsll in the way of initiative or 
imagination. I aa also interested in developing Stuhldreber and 
Chr1stides aa poaalble . They are both prett y helpless as yet, wltb 
notbing to recO!I:llend t~ except a few ~e quallficstiona. 
Language 15 a help, but it is no good without natural ability and 
adaptebili ty. Experience and balance are also valuable assets to keep 
in mind when selecting agents . We don 't want any tourists over her• 
or flhite collar guys . We want Customs agents or simllar material with 
guts and talent for skullduggery. 

In tbat connection, I can use any riUIIIber of sueb lien over here rl.ibt 
now. I would like to put an agent in enry principal port in Europe with 
instructions to cet inforu&tion, specific infor~tion which will lead to 
seizures. It that Ucobol Tax IUD trOll !lew York we talked about (u I 
r"•ber the naJOe is Bernstein) can be sent, shoot h1a over 1:Dadietel7. 
Also any others suitable you can cUg up. (llo aore untried .... terial, how­
ner or catch-as-catclH:an such as Stuhldreher and Cbristides. ) I don ' t 
care' 1f the newc011era are not language experts. The onl;y lan£U&i• I coa­
aider absolutely necessary is Fran~. Also , I ~ould rather have one good 
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an, such aa Bill Duni&an, '"'"" thouah be kDon no l~U~gUagea, t.ban au 
dube, wbo II&J' be•e beppced to ben bed toreip ancestors or tuilJ' 
ccnnectiona which resulted in l&nauea• qu.Uitic.tion1 • By tbl •1:1, 
bow about Bill Dunigan. I could uae b1JI OYer bera in a big n:t· Bill 
ia an ax-soldier wbo •tit• tbl war here and knows a little French as I 
recall. Drinkinc Frencb, but 0. lt. •• a buia. I can use bill it be 
has forgotten all of it. Be ie tbl t ype we need . 

.t.a keeping JlY eye on the alcobol a1 tua tion also wbile over here . 

Beat regards, 

Rea pect.tull;y, 

TllliiPSOB. 

P.S. Tbl Fabre Steat~sbip Line (French) should be watched in our porta. 
Tb.l1r ebipa lll&ke !lew York and Providence , R. I. RecomeDd watch­
inc Providence. or course, the American Export ships and tbl 
Dollar round-the-world abipa touch here aDd should be watched aa 
usual . 

The Paris office is aetting better organised as r egards narcotics. 
!lcbarff, as inexper ienced as be 1s in Europe and just lsarning tbe 
ropes, is showing the boys a good example in line or proper direc­
t ion of operations. 

I hope to pry one or two aen ot t.b.l regular Custm>s start (nl.u.ation 
~~en) out or Wait tor tbl llsrcot.i c a tort. 
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lkrcb 31, 1937 

rm :ORANIJIJM FOR THE SF&RITARl: 

Report of conference betnen Secretery ilorgentbau 
:;~~80n, Congresscan Dougbton, Ur. Bell ~nd 

The general bqetery ai tuation ..as first diacuned In r 
ftponse to the Secretery' a question, I detailed r:s;r confid;,tial e e;l.J:ate 
of ~~e apparent deficiencies in the revenues for the curre t fi "al 

1 

substantially as follot!s: n oc year, 

Cift taxes • .••• • •••••••.•.•••••..•. 
r.indfall taxes • • •.• •••••.•••.••• . • . 
Eato.te te.xes • •••••••••••.•••••••..• 
Social Security taxes ..•.•••.•••••. 
Inco=ne taxes ...................... . 
Rallroed Retir m:ent tA::eo •.••.••.•• 

$90 million 
81 " 
80 • 
82 • 

150 • 
100 • 

~583 million 

I outlined the discussions "hieb I had had, since the eonfercmcc 
in Senator Ra.rrison's office a t!eek ego, with llessrs . Altmeyer and Lati­
lter. Mr. Altmeyer has advised me t hat there is "no differ entie.l" in 
fnvor of r eilrood employees under tbe Sooie.l Security Act and consequently 
t he proposed ts.x rate i8 insufficient according to .'.r. Latilter's own ce.l-
culctions. Ur. Lat.Uer bhlsell' does not contend very strongly for We 
differential , end stctes that his orm actuary can not put a ficure upon 
it. Ur . Latimer' a figures are further baaed on the asstnption that 
railroad oen, in good health, t!1ll retire at an average age of 70, •here­
as all of the actuaries agree th.e.t 6'7! years is a "ueb zore like.ly ae­
su:nption. llr. Latir.ler' a mein argun:ent is t hat the plan rl.ll not a how a 
deficit for perhaps 20 years . If his asa11111ptions as to the averoga 
oge of retirement are incorrect, tbe effect 111.11 be either that tbe yo~­
er employees will hove to pey heavily increased tax rates in the future, 
in amounts greater thlln t he prospective annuities acquired , or the Trotls­
ury will have to make up a lage d.efici t Mounting to at l east $)0 million 

n year. 

'!'be Secretary inquired wbnt the effect of tbe agre..,ent .-oulc! be 
U">On the Jlud8et tor the present year . !lr. Bell nnd I steted that ..-e 
would lose about $100 !!dlllon i n revenue, •hich ia in tbe l!udget. In 
addition we would asa\11118 a Uabili ty ot t 40 llillion for the next fiaeal 
year (under the present private pension plans) ; besides about t45 adllion 

now in the Budget for t he r eilroad retirement allowenees. 

Tbe Seoretery ateted thet he did not aeo bow the Treasury could 
accept a loss of this ll.lllouot under the present conditions, and called 
attention to the t!eol< Government bond 11181"ket of the l ast t .. o neka. He 

said thet the Presid~>nt had told hie that he had not approved the rates 
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in the railroad retirement agreement. Kr. Doughton confirmed this 
conclusion and r eported that in s conversation with the President to­

day , the President told r.tr. Edcly of the Rcllroed R.tir ement Board and 

hilllself that the rates in the proposed tax bill "A"era t..>o low. 

Senator Harrison said t hat he was l!.fi'sid that the bills would 

be introduced in Congr eaa aQYWBY and pa ssed, and if the President ve­

toed them, we would have the unf'ortlllUlte situation of t he r llilt-oad 

brotherhoods oppo5ing the JidministrBtion . 

The Secretary then suggested, aa a possible COQprQ&ise, that 

the proposed agree:oent be put into effect on July 1, 1937, the r ail­

r onde agree to pay the texea due under the existing Act, and to w1 th­

draw the injunction suite. Senator Harrison eslced whether this .:ould 

not be objectionable to tha brotherhood a . · I pointed out that men r e­

tirill6 at this U.e would recsive greeter ellowsncea under the proposed 

coa!)rooise, since the present retiring act is 110ra generous t.lwJ the 

proposed act. Senntor Harrison then suggested t~At the railroads 
might be willing to reverse the r ate schedule peying 7 percent for the 

present year, end then reduc.ing t he tax lr; 1/ 4th of 1 percent each yeor 

until 5 percent is reached . I suggested that this errnnge111ent might 

be satisfactory if ther e were inserted in the bill a provision for a 

report by the Secretery of tbe 'l'reaeury and the Rsilroed Retire::ent 

Board shoV'ing exactly the stete of the r eserve fund, it being under­
stood that the tax r ates should be modified if it appeared that the 

plan was operating at s deficit. Senator PArrieon snid he thought 

such a provision 11ould be necessary. 

llr. Dough ton then suggested that Senator !Iarrison ought to be 

the diplo:net to diseuse t he two propooed comprom.hea nth l!r . George 

Harrison representing the brotherhoods , and ~lr . Jobn Pelley, r epre­
senting he railroads . This arrnngell2ent .. as ogreed to end the Senetor 

anld he would talk. to the tr.o aen st the earliest opportunity· 

Following the conference, Senator Herrison •de a stet.Hoent to 

the newspeper men eubetantielly, as follows : 

•t:e discussed things in general , emong thom the 
r eil.roed retireJIIent proposal. r.e anal.yr.ed it fr<>ll 

every angle , including 1 te fiscel relationship w1 th 
the Federal Government. No conclusions nre reached 
but we are hopeful that something can be ~'Orked out 

agr eeable t o everybody.• 
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~RT CN P!!ES~ l'IT"'RVJE" OF SENATOR 
P.J>.R!U$<'11 Ah"D !tEI'RESI!!/TATJVS l'CUGl'!'<'ll 
n · S~RETAR! "'R'"E' THAll'S Or ICB 
I!A!!CH Jl, lCJ?: ' 

Sen. 11 . : Centlemen, wo have just had a meeting here and we 

were discuuing thinrs in eeneral. Among the thi nee 

in eeneral wna the r ailroad reti rement proposal-­

just analyzine l t fro,. every angle, including its 

f iscal r elationship with the Government, and there's 

no conclusions reached yet . lt•s still subject to 

further study end analysis . 

C: . 'l>.zt are you hune up on? 

Sen. 11 .: Nothing in particul ar. Just trying to r et full 

infonnation. 

C: . On the tax rate? 

Sen. H. : "Nel l , the tax rate is one of the feat ures of t he 

l'raposal . 

~. T.hat do you think about the r~ssibility of action 

this session? 

Sen . H.: <ell, it • s hopeM that there can be so,...thinf worked 

out that will be agreeable to everybody. 

c:. 71hat co you say about taxes, Senator1 I ~~~ean, other 

Sen. H.: 

t axes. 

Other taxes? '7oll , thoro hasn't been a cor:plete 

s t udy JMrle yet on those !'arch 15 returns to say 

anything definitely about it . I think , generally 
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Sen. H.: 

Rep. o. : 

'· 
Sen. 1!, I 

~ . 

- 2 -

spealdnf, "liscellaneous tAXes 'fill be extended, 

don't you think so, Bob7 

Undoubtedly. 

For one or t wo yesrs? 

That 'fill be determined by the comittee. 

There was no discussion or that at this conference . 

At least one year. 

When is that bill co:oinr up? 

It has got to oripnate in the !louse . 

;hen do you expect the extension bill to co~ 

before the committee? 

Rep • . D.o Some time at an early date, I thin~. ~e don ' t 

want to be behind . The Senate i s ready to adjourn 

and we don 't want to be behlnd · They 've rot their 

calendar clear over there . 

Sen. P.: The easiest thinr in the world is these bills 

introduced in the Senate touchinr revenue. 

Rep. D.: .Ve sent one back tOIIa;r. 

Son. E.: ':\'hat was i t? 

Rep. D.• I don ' t rene~ber. 

Sen, H.: \'I ell, fellolfs, thoro 1Sn ' t nnythine else I can say 

on this conference. Unybe the Secretary would like 

to say so~ething. 

Rep. D.: Always sled to sec you, l oys • 
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n. r•. Jr . : Good bye! 

<: . Did you mean that for us? 

H.!l . J r.: '!es, good bye! 
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llarch 31, 1957. 

FOR THE SIX:REURY' S FILES: 

On January 271 19371 Aasiatant Se<:ret&rJ T117lor held a 
conference with representatives of Great Britain Fronce The s" c ... \~o 
Netherlands, Switzerland, and Belgium, at ·ohioh time he ~ead to 
them the statement containing the Treas1tt7' s proposition rtth ~'~' · u ... ;; ~ 
respect to the trane~era of aar=arks of gold between t he club 
members under the 11011etar,- arrangements. Replies ware recaived 
from each of t he countries indicating their wilUngness to author-
i se the transfers of earaarka in accordance with the above-
mentioned statement of the United States Trea8\11T• 

In order to give the Federal. Reserve Bank appropriate 
authority to carry out the arrang0111ents thus entered into and to 
ll&ke the tranaters of ear.arks 1 it was deemed advisable to issue 
a ne• gold license to the Federal Reserve Bank of New Iork. A 
draft of such Ucense and of a letter of instructions to be sent 
by the Trea:<1tt7 to t he Federal. Reserve Bank was discussed lt'ith 
Uessra . Harrison, Knoke, Logan and Tiebcut , all of the Federal. 
Reserve B8nk of llew York, at coni'erencee hold a t the Federal 
ResarYe Bank on llarch 19 and 201 1937. The Federal Reserve Bank 

approved the propoeed new license and the letter to be sent to 
it desipating the ·various oountriea for wh011 transfers of ear­
marks could be lllllde. At such conferences a 11e110randwl inter­
preting certain aspects of the proposed license was prepared and 

was 1\pproved by the Treae1tt7 and Fedoral. Reserve Bank. An 
attached memorandum dated llarch 24 indicates the advice given t o 
the l'aderal. Reserve Bank concerning the f1ling of r eports . 

On lllarch 20, the proposed license and othor papers were 

eent to Secretary llorgEDth.all at Sea Ialaud, Georgia, who approved 
thea and forwarded theoa on llarch 22 to the President at Warm 
Springs . On llarch 211 the President approved tho 1esuanee of t he 
license and on llarch 24 the papers were r eturned to the Treasury 
through the Tlhite Houee. On llarch 24, 1957, the license and 
letters to the Federal Res&rYa Bank were sent to it end l etters 
were eent to the Y&rioua oountriea adYiaing th• that appropriate 
authoritT had now been ginn to the Federal. Reserve Bank of llew 
I ork to aake transfers of earoaarka of gold in accordance rl th the 

at or Mentioned errang-.nts • 
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ClD 1•-.-, IT, 111&1, 4aeb'-D\ lleotre~ Tqlor held a 

coot'ercc. w1\h repr .. ct.aU••• ot Great 6r1t.ai40 han••• The 

• • \harl.oe.s., S.1uwlead, &ad hlJiu, at 'ltl1ab Uae he ....., to 

th- \lie •t.&'-t -UiA!Gc t he r,.......,.•. propodtioll nth 

raape~t~ \o \ he \ranatwa or e&rll&t'lco or cold between the club 

••ben Wl4ar the -•t.arr arraoc••u, ~~epu .. n r e reoalftd 

t roa eub ot the COUD\r1N 1441•\inc their •1llin&D... w author­

be the \raoatera ot e&ni&Z'kl in aocordaoca with the abo•a­

-U40.S •1.&'-t. ot the 0..1\.S St.aha 'irN810.."7• 

Io order \o gha the Taderal RaaerYe 8toak approo>riat.a 

autGorit, \o carq out the erreoc-ta \h ... ct.arad 1Jl\o and t.o 

Mite the \raollt'an ot earaartra, 1\ ... cl-.d .ST1Hble \o iii'IMI 

a new &old Ucen .. \o the Tadaral Ra .. rre Sank of ... Io.rt, .l 

clrat\ ot auob llcenpa aod of • letter of ine\ruct.1ooa \o ba .. at 

bT the Treuur, \o the T.Saral a .. erYa Bank wu cliaouaa.S nth 

lleeara, liarrbaD, lnolte, Loa-n aod Thbout, aU ot the Tadaral 

Raaar•• Saok ot ••• Iork, a\ conterteoaa bald a t t be Tad«ral 

Raear.,. Saok oo lkrclo 111 ..,d 20, 1931. Tba Taderal RaaerYa Bank 

approYad \he propoead a• Uocaa and \he l auar w ba act \o 

it. daeia:na\inc the .,.rioua ocuntriea tor 'ltloa tranetaro ot ...,.... 

aarka COilld be ....Sa. .lt ouch conteranc .. a -rAAdua intn-­

pre\141 cert.aiD u paot.a ot t.be propoaad Ucen ..... prap&rad AAd 

w .. ""pro•.S bT t.ba TrMIUJ'T &nd Peclwal RaaarYa Saok. Ml 

at\aabed -.-.tua dated llaroh U incliaa\ea \be adnoe ah., to 

t.ba Tadaral Rae~• Blot OOIIOai'Gilll \he til1D1 of r epor\1, 

OD llaroh fO, t.ba propoe.S Ucenae &nd othn papera were 

act t.o Saore~ llor~Ctha• at Sea lalcd, Georgia, abo appro.,.. 

th• aod to~ th• oa llaroh II \o \lla Preaidct at ..,_ 

Sprinca. 0111 llarall Ill t.lae Prea1dct approYed the iaauaaoe ot the 

11-•• IIAd OD llarall U \lie pa ...... ...,.. retuJ"Ued to t ba Trauot7 

u.ro.cb the IIL1te lou••• OD llareb u, 11137, the U oea•• aod 

lat.t•r• to the Ted.aru RNarTe ..,1< were s ent t o U &ad letter• 

.. ra oct w tiM Tario~• _.trioo .SY1a1Ac U.• tha\ appropriate 

authorit,r had Ao• liMo Ji•• w the Padwal lleoerTe Soak ot •• 

fork " ulte traoaten ot eorearke ot pld i n aceordauM • 1\h t ile 

llt'or-Uoa.S an..,,_tl, 
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Orl lfiOUrT If, U :&T 1 Aaalet..a~ SeeN~ Tar l or bald a 
coa.tercM with repr .. c\.aUY .. of Great Britain, f'r&:~ee, t ba 
h \ barl.toada, SehaarlMd, aDd &.l c.11111, at ..tl1ab ~lz:e be r ead \o 

\b .. the ek~-t. OOQ\alA1Gc \ be 'l'raaauZ')'' s propoe1t1oQ w1\b 
reapeot. \o \be \noaf.,.. of euii&J"ca or gold between t he olul> 

••bar• wader \ba -•UZ'7 ar.rw~c••ta. Repu .. n ra r eoal ncl 
r.- MCb or the - \ri.. iAdl•Uac tbei.J' •lllln.,:~ ... \o autllor-
111• the \noDal- or ...--rka 14 MC<~rdarlce with the a bo'f'l­

-u...s AI'-\ o.t the fllll1t acl l tataa TreasuZ')'. 

1A order ta p n the faclaral RNer Te B1111k •Pvropr1ata 

-.t.bori\r \o oarr., 011\ the arrtlll&-ta t.h..- c \ar..S into and t o 
Mke \be V....alera ot -na, it. .. clMlSid ad't'iaa l>la to 1aaue 
I Daa IOld UOID .. \.o the faclaral lea_.,.. liMLlt of . .. f or!r. A 
drat\ of IRHIIl Uocae ~ ot a l at.\ar of 1aa t.ruo\1oQa to 1>a ac t 
'qr \be fl"'UW')' to the f..Senl IINarYe lloDk .. cUaouaaad wi\b 
IIMara. llarru•, lDoka , Lo.-o and TleliMit., all of the f ederal 
llaeerYI a.aJt of 1 .. Iori<, at. ooot u co•• bal d a t t.be f..Sar• .1 
liN ana llallk OQ lle.rcb 19 ADd to, li&7. The federal l!eearYe &Ilk 

~pn'Ad t.lla pnpo .. d " .. llOIDae alld tile l e tter to l>a act to 
1t d11ipaU..c ilia ftricnaa oouo\ri .. tor llboa Lranarera of aar­

aarli:a -u 1>a Nda. At well coa.farane• " -~ int­
prat14a earta1a aapaat.e ot the pr opoaed Uccae .. prap&red aod 

ua ~pn'Ad -q, the tr-vrr ..,d r edaral a ... ,.. • .a...k. .1o 

att.aob..S ·-~ dated llarob 14 1M1• h• tba adn oe giY.,. to 
\be r..saral llaaarTe Blak cocoll'llinl t.bo t 1l1aa of roport.a. 

Orl llu'oh 10. Ula propoaacl U oca• a:ul ot.Mr papara ware 
act. to S..ra\U7 .Or;ct.llata a t lea l a1.1Dd1 Georaia, ' llbo loj)piOt' .. 

th• IIDd torwarde4 Ul• • llarob U to the Praeidaot. at 11ar11 
llprlllJ I • 0., J1ar0b I& the Praaldan\ loj)proYed the l .. uanoe of \be 

llOIDI I loAd OG llarOb 24 \be jlalfll'l n ra returned to tbo Tr aUUZ')' 
~p tile IIU.ta lola••• 0. liar& u , U ll?, Ula U oaaee aod 

let.t.arw \o the f..s.r-1 11 ... ,..,. IIMii: ..... ·-~ to 1t ... d le~t.li'l 
wor e 1..,~ to _.. Y&l'ioJI -\rle• adn aiAc th• tha t appro; rut.a 

eut.llorit,r laad aow ......, &1•• · to \U federal Jaaort'o BaU ot . .. 
Jork t.o Mlta \nDefan of -"'• or cold in aooord&naa 111 til t.be 

alOJ'-t.iooad ......... -t.a. 
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fbe PliuUv:r', 

fbe ruw ..... 

,_._. ,., . ...... l a _.. \o \he •''-" or \J'adlv• or 

.. ..-na of aolcl wld.llll t baw -.\<!ton u a .... MCI n \b ""' 
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!Un la ~ 0 COJ/1 ot. ·\a--\ lla..s.4 "' \ba 

Tna•V7 to ,..,.._to\1.,.. ot One\ .ntau, ,.,. ..... t.!.t_.l.a.Dcl, 

1•1&1- o..S \M h"'-b:111ll, ...S eop1ea of " i)liOa .-1....S tr­

oll of INti\ -Vi•• t.M1•t.~ .. t heir .t. l 1JlC110•• • 011 \be b .. lo ot 

rMl? NH\J'o to a•\bol'he tra11atu" ot .,...,..,..,, ot aold i n ucoJrd.­

oll&o nu \be ~·. a \a-'>• 
Tboro .... .Uo _l .... • propoa.cl l ett ... or 111at.root1oee 

t.o tl\e r...s-1 lleMI'ft a.alt or low t ori< tJ>Ii a pN?O'.ci U ceD .. 

clrthc 1\ t.be -aan- oo~\J t o •'<• \be tn~~5tou of .. r..-ro 

or c•lcl t.a ... ~ wt\ll \be r~reao1111 . ...... ,-u. tt ,.,. 

.~pr.>ft or \be La- or tile .,cloM4 llaan .. to tk 7.-nl 

leeol'ft leak of ... York , I obaU approc1D\a 1\ 1f 7<1U dll etpt.ly 

oueb ~~~·1 117 oiCIIOt,_ or tile a ot.a\1011 &\ tba root ot tl\La 

la\\OI'o 

(elcll.ci) Henry llorgentbau, Jr. 

A$$ su:AI 
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MAR2 4 ln37 

Dear Sin• 

Then 1• eoel.OHCI t he oricloa.l or Uc•N• llo . 1!-18-l 

011 Fen '!Olroll, clat.M :Ur ch 24, l 'U7, • M ell Ilea bHII b 111ed 

M 7" 'b7 tile &eenta~ .t tale THUll~ dth \ be • PP1""""1 ot 

~ Pr .. idoe~ Th1a 11•..,•• awpel"Mccaa U eea .. l,lo. ll'f-18-l 

- FOIW TQL..ll 1 ..... to J OU • Fllii'IIU7 , , 1<>)4, aJ14 • •IICIIICI 

- ·"* :), 19)4. 

lfllW tvu.r DOUce tl• tollooWIC ••tn•• aDd t be 

-tftl buU ~are claa!.pated pure•llt to ,...., ... pb 

Orw \ l ri t.l.1ll 

'""" 8lr1 werl.ud 
llelc1• 
ftoo h\llerl.IDda 

N• 4 .. ipo~Uoe -:r be M4111ed0 avl~Pl-ted, or 

d\a.sn- 1N11 U... to U... 1JI \be 41Hnt.1CIO et t.he S.c:M\erJ 

., \M 'rn&aiU7. 

Y~ ~ )'GIU'Io 

{l:iigned) H~ ·utbllu, Jr. 

r.....u Me " ... .r ... ,_., ... ,--.... , .... 
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MAR 24 IJJ7 

- el ~••••• of a t.-1• ••"''••-•·• w a 

fw '• -\Nl ~ ( 1a•JM1•a \M ...._ fw Ja-.-u.al 

e.\\1-. .. ) *' ~ ..w 1a *,.:;....,.of ~ 
iuU.U. tv .._. •ott.\ tile _.t of ..a •W 

u. - 1a .... ---· 81.-,.. ..... - .. 
!teJ.I- tM\ ... ..,U lM'•• .. --- i.u\l ..... 

,"7 tn1t ,..... 

( 1.11CDed ) ll•yn• c . Tor lo r 

"' •I· If. I ...,. ot \1M fi'W Pi• 

r.-..lllr , .... ., .. ~ 
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BPtCUJ. 
.0. 'fOI..U 

tnJ, !;JR! DIPdliDf 
Otf1• of t iM t ocn\u7 

P..t.ral ~aorn 11&11\: of '" torlt 
•• ••• ••• • ••• ••••••••••••••••••• •••••• ( .... or u--> 

I n t orlt, In torlt 
•••••• •••••••• •••••• ••••••• ••• ••••••• 

(Ad4Nee of uc- > 

Blnl 

1.. You a ro honbr litt.,.ae4 to trenaport, iaport , ult eDCI 

U..t , aDd ell"port rolcl now bole! b)' you ~>Mer Mraorlc f or 11111 

f onlp ~-~t. or foreiCD e.ntrel hnlt or • .,at t.o you ot\er 

I_.., )0, l 'l)l. rr- abroad by &D7 fon iCD cow.,nwat. or to,.. 

olp -trel hllk, .,. doll"ncl t.o rou tor accOWit. of &D7 , .,._ 

olp ,.....-at or t ONI.4PI ceDu-1 wlt by tta lll>it.od Stat.u or 

,..,. ... , t o a Uc•• rroat.od by t.bo Socrot.u)' of ~ T.......,., 

ud to _,)l .ab 1016 oDII t.o bold U 1.11 cu• t.od7 tor aay t o..­

oip con-" or t oreip oeD\ral kak. Gold rece1TII4 by yfN 

for .. ~ IMroot't.r ... t. bo \bo propertY or tb• 1ut1w t.1oa 

tar '111\oiiO boaaf1t tbo ••~ 11 -t.od. 

2
0 

t ou en alM lolni>Y Ue__. to t.n .... tor M~ru of 

,.U loot.- u. w-e-"•• -=•• ._..uu\Ua or atablll­

•U• ,.._..,or tlaool ..,-1o0 or-" oe..t.noo•• _. 
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••tnl 'buU, aa 8&7 be dMipat.ol troa tlao t4 tiM b7 t.bo 

S..ereta%7 .r \1M 'freaiiVT• Gold \reeteM"a<< b7 7"'" berel&clar 

_., be \be propen7 ot tbe 1ae\1tuUon t.r w11oae bnati\ t.be 

ea..-rll bu U..re\otore bee -w ...0 aut be e ... \be prop.. 

or\7 ot \be lutltoat1011 tor whoM be'DetU the .. .....,k 1a to be 

..... w. 

3Cl 

Tbo pllraM etoro1111 CMlt.nl. boDk1 1a •Md he rein to donoto aJ17 tor­

elp b&~~k porfoftliJia \be hlloUoaa of • cot~tral buk, l.Dc:l...Una the ll.U 

tor Iator-u-1 s.t.u-to. 

lepon& ot \be cl1apoeJ.\1oa ot \he &old b.rol.JI UCOIIa£4 \o be bol4 

allall. be aa4o em ron TOJI.-18. 

Tbia 11-M 1a not trawenblo ao4 11 eubJect to tho pronaloa• 

ot the Oold lteMrft .lot ot 19)4 11'14 tho l'.,lllc\1001 la!N&d ther eunder. 
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I' . ms ST.ltDmrr us READ at a 
..... tizlg hel.Q JADU&r)' 27

1 
19371 

to the following repreaeota-
1 } ea of foreign gover,.eota, 
btlir. Ta,ylor: 

lir. Bewle;y - Great Britain 
lir. Saint - France 
Baron van 8reuge1 Douglas -

The lletbaX'lande 
Mr. Leonard- Belgium 
Mr. Feer - Switzerland 

lir. Liveae;y of State Dept. and 
lir. Lochhead of the TX'eaaur;y 
were eJ.ao present. 
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