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Agriculture
Farm Tenancy Bill (H.R. 6240): Brief anslysis of -
mjfj?"'-"""-.""'l'-“l‘l'--ili'llllllllilﬂlﬂlllﬂll LII?
Hill memorandum to Myers (Governor, Farm Credit
Administration) on "Government aid to agriculture,
fiscal Years 19'3.#—1937' - ‘f!wa?iil'liiliii-lll-lli-ll-'ll-
Angas, L. L. (Major)
For discussion of pamphlet "Coming Slump in Bonds,"
gaa ﬂﬂﬂtiﬂg ré E'Dld I:nhﬂ.ngl rumor = ﬁfg,l"ﬁlrlniutﬁuilli

Bank for International Settlements
Cochran reports on meeting - 4/12/37..cvesennssnnssnnssne
a) Recommendation of the customary 6% dividend for
fiscal year 1936-1937 to shareholders on the
old gold franc basis
b) Rule to be sbolished which has heretofore required
that 40% of Bank for International Settlement shares
originally subscribed to by American banking group
be retained in United States
¢) Resumd of European situstion
Budget
Meeting on revised estimates; present: HWJr, Magill, Haas,
and Ball = 4/12/ 3T cescnnnsensnsansansnn

a) Magill reports 193 wealthy individuals in six
districts report 13% more net income and 1% more
dividends for 1936; on the large corporations
which were widely held, there was an increase in
the dividend credit which they toock of only 11%,
and in the large corporations whioh were closely
held, there was an increase of 479 in dividends;
HWr thinks they should be about double
Haas reports on conference with Miss Wetherton,
et cetera, from Helvering's office; HWIr had
requested this since Helvering goes to FDR and
gives him entirely different pleture...csssssssnsss
Magill reports net reduction in actual receipts
ag againat estimates for 1937 is $594.5 million;
HMJr has consistently told FDR "we'd be off between
five and six hundred million dollars and FDR has
consistently said three hundred fifty"

d) HMJr feels that Helvering has played absolutely
square; simply gave an estimate to FDR "out of the
lir- '.h'!ﬂ FDE .-#k!d h—i"ilItiilliltlliiiiiiliil#'!

Joe Kennedy comes in while HMJr is lunching with FDR;
protests vigorously about budget and everything else;
FIR indicates to HWr "not to tip his hand" and assures

Kennedy everything will be all right - 4/12/37.cecessss




Budget (Continued)

HWr tells FDR, Hopkins alone has cut expenditures;
Agriculture and all other agencies "going full blast" -
mgfg?llIiiIiiiliiI.I-Illq-ll-“ii.-hi.q..'j‘...‘.j.. ...... Im

a) Hill memorandum to Myers (Governor, Furm Credit
Administration) on "Covernment aid to agriculture,
fiscal years 193#—1?3?‘ 7S Hw.j'l?."l-ilIPIlililll

Conference in regard to shortage below expectations in
income tax returns; present: HJr, Magill, Haas,

Taylor, McReynolds, Gaston, 011 t, Helvering, and
RBld {Intﬂmﬂ-l Rﬂ?ﬁm} - Mla j"riutrtililiivlt-t ------

Bell's first draft of revised budget message - 4/14/37...

Peoples (Director, Procurement Division) reports on
personnel transferred from Federsl Emergency Relief
Administration to Treasury Department in August, 1935
(totalling 703 employees), and on total purchases of
supplies, equipment, and materials made upon requisitions
submitted by Works Progress Administration to carry out
projects approved by them - 4/14/37csccecscnsssscnnnnsnns

o

Customs, Bureau of
See Narcotics

Farm Tenancy Bill
See Agriculture
Federal Reserve Board
See Government Bond Market

Gold
See also Book LXIII
" " D.8.5.R.
HMJr discusses gold-sterling situation with Knoke -

4-!9‘!3?‘!""‘.‘!li‘lliilll-"il'iibilillIiiilillillilll
Meeting re "Gold change rumor™; present: HMJr, Bell, Upham,
Hees, Lochhead, Viner, and White = 4/9/37..ccccsnsscass .
a) Lochhead gives resumd: rumors not new but a couple
of newspapers--Journal of Commerce especlally--—
have run regular scareheads in morning paper
b) White suggests two reasons for rumors:

1) Good deal of talk about too rapid rise in prices
with price of gold increased in order to foster
price rise; same people would say one of the
means of checking price rise would be to move
in opposite direction

2) "Hot momey": much talk that way to check increase
in gold imports is lowering of dollar price of
gold without considering merits of this




- G - (Continued)

Gold (Continued)
Meeting re "Gold change rumor" - 4/9/37 (Continued)
¢) Viner tells of conversation with Ned Brown of
First Netional Bank, which is second most important
bank in country in terms of correspondent balances;
country banks are "scared to death" about their
own status with respect to Govermment bonds;
Angas has had bad influence with his pamphlet on
coming decline, "Coming Slump in Bonds"
d) HMJr talks to Knoke and Harrison
Ticker reports of FDR's statement "he knows of no plan
to lower the price of gold, now £35 en ocunce" =
4..”9}',3?-;1ritlt---t---q.-...- ----- LA R A R L R L R R R R T T RN
Knoke agein talks to Bolton, Bank of England - 4/9/37...

a) People are still very much afraid that something is
going to be done sbout the American gold price or
handling charges or import tax on gold

'b) Sprague's speech that there was nothing sacred
about the §35 price has thrown Peris market
virtually in state of panie

¢) Enoke tells of conversation with HMJr "who has
never been calmer in his whole life"

Knoke also tells Cariguel (Bank of France) of HMJr's calmness..

" " " de Jong (De Nederlandsche Bank) of

HiJr's coalmness...ccsssnsnnas SesEAEEEE SR SEAEBEE RS

Cochran reports on excitement of Paris exchange market....esess
Government Bond Market
HWJr talke to FDR sbout statement issued by Elliott Thurston,
of Federal Reserve Board; HWJr thinks Thurston has made
much trouble for both Eccles and himself (HMJr) and HMJr
now thinks Ececles is on to him - 4/12/37
HMJr tells Upham to spend & week in the field looking over
conditions in various banks - 4/12/37....c0e0s
a) First report (Chicago) - 4/13/37¢cecenes e e diaekeg
b) Second report (Minneapolis) — 4/14/37ceeesssuccsnnssnss
Second report carried by United Press attributed te Thurston
by HWr; Thurston denies this; HWr discusses entire

matter with EEE].EH s, -‘fbﬂ"?fj? SasmsssmEdEREEAE R AR EEEE

&) Eccles calls back after discussion with Thurston.......
HWJr and Harrison discuss market "which has run up so fast" -

L‘J“"u“ij.'--..".‘“‘."‘.‘-“‘".‘-.‘l"“lltI"IIII'-III-I'I-I.I-IIIII

Meeting in regard to open market operations; present: HMJr,
Taylor, Bell, Haas, Eccles, and Goldenwelser — 4/14/37ccsecss
Burgess resume - .4/14/37 R e e T E g




Book

Hawaiil
HMJr consults Cohn about trip in July - 4/14/77eccecusass LXIV
Housing
HdJr tells 9:30 group Ihlder is com half-time to
Treasury &t Tremsury expense - 4/12/37..cccvsasssnssseas
a) Mise Roche &sked to perticipate in first conference
1) Calle attention to feet that §1500 a year
income is necessary to be considered for
alley dwelling projects in District of Columbia
Conference; present: HMJr, Oliphant, Roche, Haas, Opper,
Lindow, Dunning, McReynolds, emd Thlder - 4/12/37..ceee. :

"I*

Ihlder, John
See Housing
Inveetigations, Treasury Fersonnel
See elso Books LIX and LX on Yellowley-Igoe cace
Letter prepared to Cummings, asking for Igoe's written
statement which hag not yet been received; however,
letter not gent - materiel received - 4/12/37..cinvinnnns

L L

Jefferson Ieland Club
HJr thsnks Senator Key Pittmen for erranging visit -

AR RE R EE R ERER RN

Naercoticse
Decision in Taybank case in favoer of Government; Customs
Service highly praised from bemch - 4/10/37.cssicusnnnnss
Thompson reports from Pards - 4/13/37..ccceninnsinnnsnnasss
Hational Resources, Congervetion of
Preliminary discussion with FIR; to be present: HMJr,
Merrism, Ruml (National Resources Board), Ickes, Perkins,
lHﬂll!-l:" ankinﬁj EEE].E-B, ﬂ-n'd L“-h‘j.n = Afgf:s‘?'lilllllillrr
HiJr tells 9:30 group sbout meeting and how it came sbout -

J.i.ll.l!l‘lii“.il"lllll"l‘li‘-ll-llfl"‘--




Kailroad Retirement Act
For resumd 2/24/37--4/21/37, see Book LVI, page 17%
Maglll reports at 9:30 meeting thet the actuaries, with
the exception of Latimer's (Glenn), have agreed that
the rate should be 5% for the first three years, 1%
increase for the next three years, et cetera, until,
at the end of twelve years, it would be 9% instead of
ﬁ, as PTﬂPﬂﬂ!d--ﬁf?fj-'?-- ------------- eesssasssnsnnnss LALV
a) H4Jr proposes meeting in near future with same
group and then, a little later, the group will
meet with the actuaries
.ll.i:t-‘r.i.!.‘-riﬂl ETG'HP'E Hpnrt! i -ﬂflzfj'?lt-lit--rttltrtililirli
a) Prepared in reply to request made by Pelley and
George Harrison that three specific querles
releting to cost calculatione made by Raillrcad
Retirecent Board be studied
Meeting; present: HMJr, Megill, Bell, Pelley, George Herrisam,
cenator Harrison, Doughton, Altmeyer, &nd Latimer -
Mljﬁsl?il‘iﬂ-hlililll‘llill.l‘ll‘lU‘llll"‘l‘lll"‘iliil*-‘!liliilllli
a) Report of sctueries (see page 189) to be considered
1) After conference, Fent instructed to examine
letest drafte of tax bill to make sure that
provision for periodicsl reports is properly
AramWh.casiissss iss s E sl AE B FESBEESEAEEEERERN NN ERENN
2) After conference, Senator Harrison called to
get Treasury reaction to revision of rate
schedule to 53% at start, increasing in course
of twelve years to permsnent rate of 7i%;
he will support these rates and believes
railroads will 8lBO.wessnersasnsssnssasassnnnann
a) Magill telle Harrison thet Treasury
considers matter now out of its hands
and up to Longressionsl leaders; will
accept either of two gets of rates
proposed by sctueries..ccssscssenssonnns o
HéJr reports to FDR on conference - 4/13/37.ccecsusscrscscesn
Bill dated 3/31/37: "To levy &n excise tex upon carriers ###0",.,
Bill dated 4/6/37: "To amend en Act entitled "An Act to
establish & retirement gystem for employees of carrlers
subject to the Interstate Commerce Commission Act! #eRd
Rugsis
See U.S5.5.R.




olum Clearance
See Housing
Soviet Russlie
See U.5.5.R.
Stabllization
See slso Bank for Intermetionsl Settlements
American Fmbassy, Londen, reports that in House of Commons
Chancellor of Exchequer wag asked today to allay public
anxiety by glving assurance thet British Government
dees not intend taking section to check rise in commodities
by raising price of sterling in terms of gold in view of
infletionary effeet - 4/13/37 sssssssensnsnsss LALY
Supreme Court, Justicea of
See Texation

T

Taxation
Oliphent memorendum: request for information concerning
income tax returms of Justices of Supreme Court
transmitted to Shafroth from Tom Corcoran by way of
Morris (Department of Justice); Oliphant refuses

informetion and HWr OK's refusal - 4/12/37cecensss i

Letter to FIR from HWr commenting on United States
Chamber of Commerce recommendetion at its annusl meeting
that the plen of corporate taxation outlined in FDR's
megsage to Congress on Merch 3, 1936, be substituted
for the plsn now embodied in Revenue Act of 1936, thus
indicsting complete change of heart eince the Chamber
vigorouely opposed £ll forms of undistributed profits
taxation before the Congressional Committee in 1936 -
ﬂ;ljfj'?-ii --------- R ERERF RS R RN *EE I TTE

Thurston, Elllott
See Government Bond Market

=

Unemployment Relief

Conference at White House with Governors Lehman (New York),
LaFollette (Wisconsin), Benson (Minnesota), Quinn (Rhode
Island); Congressmen McCormeck, representing Governor of
Massechugetts; Leo Lyon, representing Governor of Illinols;
mr, E’ﬂ]_]kiﬂlj and Bell - Mgfj?-lllll--ll-llllll-lll'lllI‘l'lll

HiJr transmite to FDR suggestions which he had already made
at luncheon, in regard to relief messege — 4/12/37.ccuvese

l} HdJr's notes in his owm hl.nﬂ.il‘itini..”--u'-----u--

Peoples (Director, Frocurement Division) reports on persomnel
transferred from Federal Emergency Relief Administration to
Tressury Depertment in August, 1935 (totalling 703 employees),
and on to purchases of supplies, equipment, and materials
made upon requisitions submitted by Works Progress Administretiom
to carry out projects approved by them - 1.;"14:,53'?............... 390




- U = (Continued)

Book

U.5.8.R.
R“'M of conferences on Eﬂld - A"rll}"ﬂ_'.?ﬂ?ja?llliillll LITV
Oumansky (Counselor, Embessy) calls on HMJr at his home;
Fels also present - E‘lﬂdﬂ:p Hllfj'?Iliillh.I-lllllllil
a) HWr suggests that Russian State Bank deal

directly in shipping gold to United States and
avold several commissions; distinectly to the

interest of U.S5.8.R. to see that gold is maintained
as yardstick of velue and as medium of balsnce of

payment; HWr would like mutual exchange of views
end informetion




LONDON, --HEAVY SELLING DEVELOPED IN THE FRENCH FRANC AGAIN TODAY
BECAUSE OF BELIEF IN SOME QUARTERS THAT A CAREFUL PLAN NAD BEEN -INSTI-
TUTED TO LOVER THE UNITED STATES GOLD BUYING PRICE FROM $35 A FINE
OUNGE TO $34.45 AND PERMIT A SUBSCQUENT DECLINE IN VALUE OF THE
FRANC.

THE FRANC WAS QUOTED AT 109 1/8 TO THE POUND AS COMPARED WITH
107 25/64 TO THEPOUMD YESTERDAY. RUMORS SPREAD THAT THE FRENCH
CURRENCY WOULD BE PERMITTED TO DROP TO ITS PRESENT LEGAL LIMIT OF 112
TO THE POUND,

ALSO IT WAS NOTABLE THAT BAR GOLD WAS QUOTED AT 141 SHILLINGS, 9
1/2 PENCE, COMPARED WITH 141 SHILLINGS 11 1/2 PCNCE YESTERDAY AMD
WAT THE QUOTATIONS VERE BASED ON "SUPPLY AND DEMAND ONLY" RATHER THAN
ON ANY FIXED STERLING RATE. | '

THE BELICF PREVAILED IN FORLIGN EXCHANGE DEALINGS THAT THL PURPORTED
PLAN TO LOWER THE ANERICAN GOLD BUYING PRICE, WHICH MAS BEEN DENIED IN
WASHINGTON, ALSO WOULD PERMIT THE FRENCH FRANC TO SLIDE OME OR TWO
FRANCS IN RELATION TO THE DOLLAR WHILE THE DOLLAR-STERLING RATE WOULD
RETURN TO THE CLASSIC $4.866 RATE. Al

WASHINGTON DENIALS OF ANY CHANGE IN THE AMERICAN GOLD POLICY HAVE {
APPARENTLY OUTRULED THIS THEORY, BUT FOREIGN EXCHANGE TRADERS
MEVERTHELESS HAVE BEEN PROTECTIVELY SELLING FRENCH FRANCS.

h/9==RIZ9A '




H.M.Jr:
Operator:
H.M.J1:
L. W.
Knoke:
H.M.Jr:

K2

K:
HeM.Jr:

H.M.Jr:
K:

April 9, 1937.
1“!3“ A. M.
Hello?
Mr. Knoke. Go ahead.
Hello, Enoke?
Good morning, sir.
How are you?
Fine; thank you.
Just - I - I've got a few of my people here;
I want to talk to you a little bit. And they
tell me that the gold - sterling 1s down to
4.88-11/16.
Yes, sir.
I wondered if you wanted to give me a little
background and then we'd declide what we'd do
about sterling.

Well, ah - let me say this. I put a call in
for the Bank of England for 10:30 ..:s.

Yes. If it comes you - you take it and hang
up on me.

esese to find out what has been doing in the
gold market.

Yes.

The information which we have so far is that
out of 290 bars, which came on offer, the Bank
of England took 270.

Yes.

If that 13 correct sesss

Yes.

..s. and that I want to check up, it would

indicate that there were no buyers of gold -
no private buyers of gold in the market.




H.M.Jr: Ah-ha.

Which I think would be - would make it consider-
ably more serious.

H.M.Jr: Ah-ha., Well, now, on that just - I don't want
you to pass this on except to Governor Harrison,
see?

Yes, sir.

But I want you and he to think about this:
The possibility of the Treasury taking over
the importation of all gold because when
things go bad like they do now, the Guaranty
stops, and then people get nervous and they
start rumors, etc., and so on. Every time it
gets bad we have to step in any way.

K: Yes.

H.M.Jr: And we'd extend the Tripartite Agreement to
gold coming in as well as gold going out.
Just think it over. ©See?

Yes.,

And then - then when there are clrses, we
ecould go along gquietly and take care of the
thing and nobody is going to get rattled.

And it may be the time to do it. But I want
you to think about it. See?

Yes.

H.M.Jr: I haven't talked it over yet with my people,
but every time things get bad we have to step

in any way.
K: Yes.
H.M.Jr: See?

Yes.

But talk it over with Governor Harrison.

Yes, sir.




H.M.Jr:

H.M.Jr:

o

And I'd 1like to talk to about - after
you've talked to the Bank of England, sau;
And then another thing, I want to talk about
this Russian gold.

Yes.

And my thought 1s that - also thinking out
loud - is to say to the Russians that if
we're going to buy their gold, we'll buy it
directly from their 8tate Bank through the
Federal Reserve, and we'll not contimue to

do it the way they're doing it. ©&ee? I mean
they're - they're just childish about this
thing. And then make them deposit the pro-
ceeds with the Federal Reserve. Just the way
any other Government does. I mean 1f they're
going to enjoy the privileges of - of Govern-
ments, let them act the way everybody else
does. Think that one over, see?

Yes.

I mean that - that they're perfectly childish
about it the way they handle it.

Yes.

And I just want to give you this - I never was
calmer in my life. There's nothing to get ex-
cited about on this side, - hello?

Yes.

I see no reason to be excited about the price
of gold. I see no reason to be excited about
that there are buyers or there are no buyers.
Now, maybe on the other side, the Bank of Eng-
land or the Treasury are becoming loaded up
with gold and they may be worried over there.
But I - I want to tell you, and you can use
this judiciously, that I'm not worried about
anything as far as gold goes,

Yes.




1

I mean it's no different today than it was
a month ago. I mean I can't help it that a
lot of gossip people and a lot of -

No, that is - that'!s quite right, but, of
course, the one that I - the one thing that
has disturbed me very considerably .....

Yes.

«ess 18 the effect, which I - I think

it is more than likely to have upon the ex-
change rate. Now, that, it seems to me,

is the direction where there might be trouble.

Well, now, the only way to act on that is -
is through demonstration. Now sterling is
4.88-11/16, and Mr. - Archie Lochhead is
sitting here and I think we ought to begin
to buy a 1little bit. See?

Yes.

(Aside to Mr. Lochhead) Do you want to say
something, Archie?

(To Mr. Knoke) All right. I'd - I'd like to
begin to buy at this price.

Yes. Well, they---Mr. Secretary, the Bank of
England is just coming in. '

Well, call me immediately .....

I'11 call you as soon as I'm thrnugh;

H.M.Jr: All right.




NG RE GOLD CHANGE RUMOR April 9, 1937
10:15 A.M.

Mrs Klotz
Mr. Bell

Mr. Upham
dr. Hass

Mr. Lochhead
Dr. Viner
Yr. White

Now, if you don't mind, start - I mean let's go through
this whole thing quietly, see? I mean let's get in the
first place what's happened the last couple days, what'!s
happening to the French franc. I mean Just take 1t -
the purpose, what I am trying to school myself 1into 1s
to be able to think & bit, not slways have a pistol at
my head.

(Harris comes in)

There's been a change in the market this morning -
changed about a 324 off.

Thank you.
(Harris goes out)
Lochhead: #iithin the last two days there have been very active

rumors of a contemplated change in the gold buyling -
rate by the United States. The rumors are not new,

Excuse ne. Would you (Haas) like to bring White into .
this? 1Isn't this his field, or not? ~

Yes, that gold change 1is.
(On phone) Dr. Harry White - tell him to come 1n.

But they seem to have reached thelr head in the last
day or two. A couple of newspapers, the Journal of
Commerce especizlly, ran regular scarehneads in the
morning paper with regard to it. And we have nzd more
inguiries through the Federal Heserve Bank from forelgn
benks. The Dutch bank called up and sald the rumor

wes over on their side, the Bank of France mentioned
the rumors as reaching their side, and the Bank of
Englend also mentioned the rumors on the other side.
The main action so far - banks taking action on the




Lothhead:
II_I_-

Yy 1LNEeT:

Lochhead:

runcrs - has been the Guaranty Trust Company has

told their London and Paris offices that they don't
want to engage arny more gold sbroad; the Guaranty
Trust has instructed their forelgn branches not to
engage any more gold. The reason they did thls 1is
that as long as there 1s even & very slight chance of
& change, they think that the business 1s being done
on such & small margin of profit that they should
really be very ultra-conservatlve,

The other banks in New York have made inquiries. We
don't know of any other bank that haes actually stopped
engaging geold for shipment, but we do know that some
of them are nervous, possibly due to the fact that

they had & very heavy position of gold on the way over.
The “hase Bank has 30 million dollars on the way; the
City Bank has & certain amount. Both the City and the
Chase Bank engeged gold from London in small gquentl-
ties: but they actuslly engaged some gold.

The markets, of course, have reacted very strongly to
this rumor - the commodity market and stock maret -
and they have asttributed the break in the commodity
market entirely to the rumor of devaluation.

llow let me ask vou some guestions. DNow, tske the
frenc today. It's down 1O....

It's down to 445; lower gold point 1s 435, 1f they -
that they could go to under the tripartite. Cariguel
yesterday said that the trouble was starting from over
here because of the rumor of gold change.

Well, why would that put the franc down?

Well, if they chenged the price of gold, the rates in
other countries would go down.

Franc would go down in dollears.

The franc would go down in dollars, end the sterling
would go down in dollsrs. However, it is very netural
thaet Cariguel would say that is our trouble, because
everybody likes to have en out, and that may be one.

But their own situation in France nes deteriorated




quite a lot. I was speaking sbout that to Dr. Feils
over &t the State Department, and he seemed to be
very blue at the French situstion right now.

Well, may I say this. Belng away - 1t seems like a
month. But, getting the thing, I Jjust don't belleve
that the rumor that we were going to drop the price
of gold is sufficient - I mean I think there's some-
thing back of it. I mesn the rumor is there, but I'm
not satisfied as to what started the rumor.

(White comes in)

Nell, the merket was Very jittery before the rumor.
I meant to tell you of some conversations I've had.
Any sort of rumor they'll pick up now like that.

But there's something fundementally - I mean what
I'm trying to get at is that you might gspread this
rumor out and it wouldn't catch, but the fact 1%
catches means there's something more, and that's
wnat I'm celling this meeting for. I mean I'm just
rot satisfied that somebody sald or misunderstood
that the ground seems to be ripe, &nd what I want to
do is get down undernesth this rumor., That's what I
want to do.

Let me suggest one reason why; that is, that there

hes been & good deel of talk sbout too rapld rise

in prices and means of checking it, and it woula

ocecur to meny, &5 it nas occurred to many, that one

of the means would be the opposite of what was used

to stimulate prices, when the price of gold was
inereased in order to foster & price rise. LNow

the logical thing, they would say, sould be to move

in the other direction. That is one underlying reascon.

The second underlying resson hes to do with not money.
“here's been & good aeal of talk ever since the dis-
cussions of hot money that the way 1o check the in-
crease in gold imports would be a lower gold price ~-
dollar price for gold - without conslidering the meritls
of thet. I mean there's bpeen a good deal of talk of
that. And the fact that, from the outside point of
view, weys and means could not be found to check

hot money through texes, lesds them %o think that




Lochhead:

Viner:

- 4 -

there 1s going to be an sttempt to fell back, pos-
sibly, upon this other method.

I think those two factors, emong others - but those
two are some of the dominant reasons whicn lend color
and validity to the rumor.

ay £ owps | =) 2 ;
You (Viner) say you've got somethlng?

kell, Wednesdsy nignt I met Ned Brown, First National
Bank, and hed & long talk with nim, znd - you see, they
sre, 1 think, the second most important bank in the
country in terms of correspondent balances - and nhe
seys all their correspondents have been in esking for
asdvice, and he says the country banks are scared to
death sbout their own status with respect to Government
bonds.,

And he explains it through a number of things. First,
the first shock; they're not sccustomed to shocks with
respect to Government bonds. Come nave lost their
years! interest already, &nd some Ol Lhem have

not got excess balences end will have to sell bonds;
some sre not members of the Federal HReserve System and
cennot rediscount them; and they're simply scared.

LW

He explained the drop 1ln bonas - partly, he says, the
retes were too low; he seys the Treasury took advan-
tage of &n abnormal technical situation. He says their
henk wes under no illusions &t the time, &and thney nave
set up reserves winicn he sald they have iound already
to be too small. But, he said, these country banks
didn't set up such reserves.

But he blames also the degree &nd speed of 1T on &
regular cempaign of prognosilcators. He S&ys Anges

hes had o very big influence. He's hit right. It so
nappens that Anges has nit 1t right, and he brought out
a pamphlet on the coming decline.

nComing Slump in Bonds.®

I'11 have to withdraw my remarks. I thought you were
trying to - talking about the rumor in respect to the
fall in the price of gold.

iie were.

Lccording to Brown, the whole market 1s jittery. He




Viner:

- 5 =

says the state of the Budget 1s & big fezetor, znd
that the weslthy men, customers of his bank are
zgain telking the way they were talking in 1934.
They're scared in general. And he s&ys when they
are scared in general, they are not fools to be
scared, but he says tney'll act like fools when they
are scared, and there will be no rational basis to
whet they do, and they're doing all sorts of funny
things. *®nd he pets them on the back and hes 1o
settle thelr nerves.

And he says your bond merket 1s through. He s&ys

thaet this shock - that you mustn't think thset you

can do anything to eliminzte the lasting effect of
this shock. He says that in general investors and
benks will not touch snything under three percent,
and he salidi...

Hell, I don't know whether he's right.

ther. I'm Just
ood bank man.

I don't iknow whether he's right el

giving you his Jjudgment. he E
You know Ned Brown.

dell, I've sazild right along that the bond merket does
down one point in & day, but try to 1lift 1t one 3za.

Well, there is some fundsmentsl resson for thne readl-
ness to sccept the concept of lower bond prices, and
the fazct that they accept that concept neturally Jus-
tifies it, beceuse they are the ones that make the
concept. But they do have this much to bring to
their support; they do know that Iin times of expand-
ing prilces, expending prosperity, bond prices fall ana
interest retes rise. They do know that's happened
sbroad and they do see shead of them no decrease 1n
prices; they don't see sny ilmmedlate recession in
business. And therefore, coupled with thelir other
less Jjustifiable Jitteriness, taey do say there 1s
going to be lower bond prices. The fact that tney
all say so is sufficient to make it so, snd 1 enough
of them belleve that they won't touch anything below
three percent, they won't toucn anything below three
percent,

Hde sald too thet your statement that the ITreasury
would not push up the price ol bonds -~ Q€ seid the




Lochheads
H.M,.Jdrs

fhite:

L -

ooliecy was tne correct one, but he sald the statement
nas been an important factor in meking these small
benks believe that the recovery would not ocecur in
the prices. He said 1t was the correct policy, be-
cause if you get involved in trylng to push them up
agein to a 23% yleld..e.e

Bterling yesterday, 48693 - this morning, down to 4LB9.
IE L y u- j.nt-r

That a n

(Harris brings in
further quotations)

here's the latest.

much?
438 11/16. There is really tnree-guarters of a point.
ihat was it, 48937

4L39%, and it is now 488 11/16. And under the gold
orice we can support the market at 4893.

Uo you mind if I Jjust break of f and talk directly
to Knoke?

I haven't hed a chance.

But the beauty is that I'll never neve & trip to the
country waich will pay more dividends than this one.
ind I've learned my lesson. Every time that Wall Street
gets Jittery, I get tne extra physical strain. What 1
wes doing it for wasn't for this; I was bullcing up my
strengtn for the rellel message.

Brown said that Wall Street's crazy anyweay.

Before you talk to Mr. Knoke, did Taylor heve &n
opportunity to tell you his conversation with George
Harrison yesterdey?

That's what I told you about.

What's that?

Oh, you did describe that.




ialk slowly.

The Federal Heserve EBank is Jittery and they want you
to make a8 stronger statement.

(On phone) Hello, Knoke? (Has conversation recorded
on dictapnone &t 1U:30 A.M.)

(Taylor comes in)

I heard the end of th and that's Jjust a hundred
percent.

Wnat's everybody excited about? I never get excited.
Ui, Never.
Listen, not when things are bad.

5 b

drs. Klotz, you'll have to develop & poker face. Thils
won't do at all.

I've got my heart on my sleeve.

Un botn sleeves.

The fact that Arcnie's talking 250 words a minute
instead of 200, which means hls blood pressure 1is
going up & liLLlL, which normally would worry me -
now, Just - this Chesspeake Boy atmosphere.

Sterling is going off - 250,000 pounds at 4882, lNow,
I think we ought to buy some of the sterling in, and
not let thils market getl away.

bga out.

(Lochhead goes out)

(On pnone) Hello (Conversation with Goyernor

arrispn,
recorded on dictaphone at 1J:40 L.ﬂ.Jﬁl EF~4J£} Ei:rih
q}"[:j\-ﬁul

(Lochhead back in)

Loghhead: He was Jittery.

Taylors You ought to hsve heard him yesterday.

Lochhead: &5terling touched 4883 - bid, 488 9/16. 1 told them
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to give it some support.

Now, I'm going over to the White House, I don't know
what for, snd I'11l come back. Let's Just see how the
bonds go, snd let's take things easy.

On the bonds, I did something yesterday which I think
would have your approval.

You sold some?

No. Federal discovered that it would be possible
for us to make some swltches profitebly for the trust
funds, ¢nd I said thaet I didn't think that that was
such & good idea, and would certeinly not do 1t yes-
terday, for obvious reasons,

20 you didn't do anything?

L B

Uon't let's do anything at this time until we have

s chance to sleep on i1t. There's no reason at all

do anything &t the moment.

wheck.

I mean - I mean calling Harrison - I mean I can't
1 other people - Jjust let tnis calmness Kind of

emenate from this room, see?

T
bt T B

ie've been giving that - fifteen dollars worta of
thaet & day - while you were gone.

411 right, we'll give them twenty-five aollars.

One person or institution that doesn't seem to be
ﬁarrang sbout the price of gold 1s the Dank of

the Reoublic at Colombia, which has sent up & ceble
to the Federal Reserve Benk seylng they'd like to
by 10,9000 ounces of gold.

dedrs Nhat Republic?

Lochnead: Bank of the Hepubliec, Colombia. Now, that I'its in
very well with taelr conaition now, They've been
geining reserves down in Colomblia.

Dollar reserves.




o

Ihey've been gslning dollar reserves up here and
alsc they've been galining gold down there, because
thiey haven't had to ship it up to get dollar reserves.

fnen I come back, Jake, I'll see you, because this
afternoon I'm &ll tied up. Are you golng back
tonight?

BT o
At .

Are you here for a while?

I'm here tomorrow anyway. Could stay over Sunday 1f
necessary. g

Fine.

Just got in this morning.

Fine. All right, thank you.




H.M.Jr:
Operator:
H.M.JT:
Harrison:

H.M.Jr:

H.M.Jr:

April 9, 1937
10:40 a.m.

Hello?

Governor Harrison.
Hello?

Hello, Henry?

Yes, George.

I'm glad to hear you're back.

Good.

I tried to get you a little earlier because
I wanted to talk to you about the exchanges.
T understand that Knoke has talked to you
since then.

Yes.

So there's no need of my repeating what he's
probably told you. Well, except that I don't
like it (laughs).

What don't you like?

Well, I mean I think it's getting a little

out of hand at the moment. The fact thgt that
gold is backing up in London, there being no
American buyers apparently .cececeees

Yes.

It means that the pound is apt to go down as
well as the franc.

Well, the suggestion that I made, which I have
not yet talked over with my own pecple is

1es.

This sort of thing has happened before .

Yes.

. and T think this is a pretty good
reason. I told him to tell you to be thinking




about it - that we take over gold both ways
as between Governments. I mean every time
it gets bad, we have to do it any way,
George.

Yes.,

Now ifr, for instance, we were handling gold
both ways, this thing wouldn't have arisen.

YOUu MEAN sssessase

The fact that the Guaranty stopped taking,
you seef

You mean why did they?

No,I say if - if we were handling gold between
Governments and through fiscal agents both
wﬂ.}"ﬂ R

Yes.

vssssss the fact that the Guaranty got jittery

vesssss Wouldn't have had this effect. At
every time there's a crisis, we have to step
in any way.

Yes; that's right.

So I want you to think about 1it.

Yes.

T mean the fact that - that - that we make an
addition to the tripartite agreement and handle
gold both ways, see?

Yes.

Now, for instance, then if Japan wants to come
in, all right; and then if Russia wants to oome
in, all right.

Ah-ha.




H:

H.M.Jdr:

H:

H.M.JI1:

H:

H.M.JdT:

H.M.J1r:

see? T don't mean necessarily on the agree-
ment, but I do mean &s to - as to handling
gold.

Yes.

I mean why should - why should the Russian
Government go through these four or five dum-
mies, which they've incorporated, which they're
using to sell us gold. It's Jjust childish.

And then when they do sell it, they should
deposit their money to the credit of the
Fussian State Bank with you.

Yes.

See?

Ah-ha.

Now, I'd like you to think about it, but I

& w 8B FE & &S

All right, I'1l be glad to think about 1it.
gold

But T want to tell you, as far as this/goes -

ags far as the forelign exchange goes, there's

no reason that I can see why we should be wor-

ried. And I'm not worried.

Yes. Well, I'm - I'm glad you're not. The
only thing that ..cecee.

There's no fundamental reason; there's nothing
that has come vp that anybody should be worried
about.

Yes.

Now, I can't help it that these pecple are
jittery, that they're gossiping, etc., and 80
on. They've got nothing to heng it omn.

Yeas.
Sea?

Yea.




H:
.Eil I'I'Iu- J-I":

H:

Te
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H.M.JT:

There's nothing - they can't say the President
said this or Morgenthau said this, and those
are the only two people who would have any
authority to say it.

Yes.
Nobody else has any authority.

Well, now, I think that they - I think that
they have interpreted things that you have
said as not being as definite as the President
was.

My dear George, I've been away since Tuesday,and

T haven't seen or heard anybody. I've been
down in the Jefferson Island Club; sssevscns

Yes.

tsssssss by myself. Now, how could I say
anything. Maybe the papers sald I =said some-
thing, but I haven't.

Yes.
I've been away.
Yes.

Now, I've - I've never said & word. The only
thing I said was about two months ago. They
asked me in connection with hot money, was I
considering the price of gold, and I sald
positively not.

ies.
Now, what you can do iS....ccenve

oh, I thought that time you reported to us
that - why, of course, we're considering every-

thing.

No, I corrected you ol that once before.

Yes.




Mo, I correoted you on that once before.
Now, the Pﬂiﬂt iﬂ. Gﬂﬂrgﬂ EEAREERE

Oh, I'm not - don't misunderstand me. I'm
not finding feult. I was Jjust trying to

Well, there's nothing to find fault about.
No, there isn't.

There isn't anything to find fault about.

The only plece I find fault about - I very
distinetly - if I saw - I - 1 - well, I

don't want to do it. I mean I have some fault
to find with the New York banks ‘and with

some of the gossip that they have been sending
out and some of thelr actions.

Yes.

I =1 -1 very definitely - but, as you know,
when times are bad I don"t call up people and
find fault.

Yes.

T'11-wait until & month or two months, and
then some time I'1l ask you to have Mr. Potter
gome down and I'1ll talk 1t OV sssasse

Yes.

.ssnss DUt NOL NOW.

Yes. Well, of course, there were atatements.
I mean the Fortune statement of Eccles dis-
cussed the question of lowering the price of

gold.
H.M.Jr: Well, efter all, I'm not a fortune teller.

(Leughs) That's a good one for you. I give you
top eredit thls morning.

That's original, too.

(Laughs) Yes, I mean there are several -
that being so, there are some background or




HeM.dT:

H.M.JdTr:

H:

H.M.Jr:

reason why commercial bpanks are in the busi-
nEEHI-‘IiIitII
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And might - might hesitate about bringing
gold over.

Now listen, George,

I don't say I would if I were in their place
put I think there is some packground for 1t.

Now, supposing you do this. You're my riscel
agent.

Yes.

You've talked to me. I've never misled you
in my life, have 17

No, that's right.
Have I ever kept anything from you?

No, I don't think you have, oOT if you have,
you told me you were keeping something.

Exectly. But I mean =- I've never said,
"Now, there's nothing to this,™ or I sald
there is something but I cen't disocuss it.
Now, I'm telling you that this time nelther
the President or I have any idea of lowering
the price of gold. And wete the only two
people in the United States that have that
poOwWer.

Ah-ha.

And you can, in a very quiet way, if anybody
asks you, you can talk authoritatively for me.

All right. Well, I'm much obliged to you
for that because 1t will enable me to quiet
some of this unnecessary gosalp.




Well, you can talk authoritatively as my
fiscal agent.

All right, thank you. And that is, I've
got it writtem down that at this time
neither the President or you have any
idea of lowering the price of gold.
That's right.

..Fl..l l I‘i Eht &

That's right.

All right, Henry. Well, if there is anything
I can do, let me know.

Right.

I called up to see you before I leflt Washing-
ton, but Eceles told me you'd gone out of
town, so I didn't bother.

You might add to that penecil, or raising the
price of gold.

(Laughs) All right.
All right, George.

Thank you.

Goodbye.




HeM.JT3
Operator:
H.M.Jr:
Harrison:

H.M.Jr:

H.M.Jr:

,ﬁ.pril 9', 1937.

10:40 A. M.
Hello?
Governor Harrison.
Hello?
Hello, Henry?
Yes, George.
I'm glad to hear you're back.
Good.
I tried to get you a little earlier because
I wanted to talk to you about the exchanges.
I understand that knoke has talked to you
since then.
Yes.
So there's no need of my repeating what he's
probably told you. Well, except that I don't
like it (laughs).
Yhat don't you like?
Well, I mean I think it's getting a little out
of hand at the moment. The fact that that gold
is backing up in London, there being no
American buyers apparently ....
Yes.

It means that the pound 1s apt to go down as
well as the franc.

Well, the suggestion that I made, which I have
not yet talked over with my own people 15 s..ess

Yes.
This sort of thing has happened before ....

Yes.

tvees Bnd I think this 1s a pretty good
reason. 1 told him to tell you to be thinking




about 1t - that we take over gold both ways
as between Govermments. I mean every time
it gets bad, we have to do it any way,
George.

H: Yes.

H.M.Jr: Now if, for instance, we were handling gold
both ways, this thing wouldn't have arisen.

H: You mean .....

HoM.Jr: The fact that the Guaranty stopped taking,
you see?

You mean why did they?

No, I say 1f - if we were handling gold between
Governments and through fiscal agents both

'WE @ W -
H: Yes.
HoMo.JT: »seese the fact that the Guaranty got jittery .....
H: Yes.
HoM.JT3 essss WoOuldn't have had this effect. At
every time there's a crisis, we have to step
in any way.

Yes, that'!s right.

S0 I want you to think about 1t.

Yes.

I mean the fact that - that - that we make an
addition to the tripartite agreement and handle
gold both ways, see?

Yes.

H.M.Jr: Now, for instance, then if Japan wants to come
in, all right; and then if Russia wants to come

in, all right.
!Jl—hﬂ.-




H.M.JTr:
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See? I don't mean necessarily on the agree-
ment, but I do mean as to - as to handling gold.

Yes.

I mean why should - 'why should the Russian
Government go through these four or five dummies,
which they've incorporated, which they're using
to sell us gold. It's just childish. And

then when they do sell it, they should deposit
their money to the credit of the Russian State
Bank with you.

Yes.
See?
Ah-ha.

Now, I'd like you to think about it, but I i

All right, I'1l be glad to think about it.

ve.s. but I want to tell you, as far as this gold
goes - as far as the forelgn exchange goes, there's
no reason that I can see why we should be worriled.
And I'm not worried.

Yes. Well, I'm - I'm glad you're not. The
only thing that .....

There's no fundamental reason; there's nothing
that has come up that anybody should be worried
about.

Yes.

Now, I can't help it that these people are
jittery, that they're gossiping, etc., and so
on. They've got nothing to hang it on.

Yes.

See?

Yes,




HeM.Jr3

There'!s nothing - they can't say the President
said this or Morgenthau said this, and those

i b P B rotougboabuncinote it bind
Yes.

Nobody else has any authority.

Well, now, I think that they - I think that

they have interpreted things that you have

sald as not belng as definite as the President
wWas.

My dear George, I've been away since Tuesday,
and I haven't seen or heard amybedy. I've been
down in the Jefferson Island Club, .««sss

Yes.

.sss by myself. Now, how could I say
anything. Maybe the papers sald I said some-
thing, but I haven't.

Yes.

I've been away.

Yes.

Now, I've - I've never said a word. The only
thing I said was about two months ago. They
asked me in connection with hot money, was I
considering the price of gold, and I said
positively not.

Yes.

Now, what you can do 18 .....

Oh, I thought that time you reported to us
that - why, of course, we're considering every-
thing.

No, I corrected you on that once before.

Yes.




H.M.Jr:
H:

H.M.JIr?

H:

H.M.Jr:

H:

H.M.JT:

H:
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No, I corrected you on that once before.
Now, the point is, George .....

Oh, I'm not - don't misunderstand me. I'm
not finding fault. I was just trying to ....

Well, there's nothing to find fault about.
No, there isn't.

There isn't anything to find fault about.

The only place I find fault about - I very
distinetly - if I saw - I - I - well, I

don't want to do it. I mean I have some fault
to find with the New York banks and with

some of the gossip that they have been sending
out and some of their actions.

Yes.

L |
I - I - I very definitely - but, as you know,
when times are bad I don't call up people and
find fault.

Yes.

7111 wait until a month or two months, and
then some time I'1ll ask you tO have Mr. Potter
come down and I'11l talk 1t OVer ...

Yes.
cssss but not now.

Yes. Well, of course, there were statements.
I mean the Fortune statement of Eccles dis-
cussed the gquestion of lowering the price of
gold.

Well, after all, 1I'm not a fortune teller.

(Laughs) That's a good one for you. I give you
top eredit this morning.

That's original, too.

(Laughs) Yes, I mean there are several -
that being so, there are some background or
reason why commnerclal banks are in the business ssesees




H:
H.M.Jr:

Hi

H.M.Jr:

H:

H.M.Jr:

GeoOrge,; «sss.
+sss LO make money.
GEOTEEy; senes

Apd might - might hesitate about bringing
gold over.

Now, listen, GeoTge; sssss

I don't say I would if I were in their place
but I think there is some background for 1it.

Now, supposing you do this. TYou're my fiscal
agent.

Yes.

You've talked to me. I've never misled you
in my life, have I?

No, that's right.
Have I ever kept anything from you?

No, I don't think you have, or if you have,
you told me you were keeping something.

Exactly. But I mean - I've never saild,
"Now, there's nothing to this,” or I sald
there is something but I can't discuss it.
Now, I'm telling you that this time nelther
the President or I have any idea of lowering
the price of gold. And we're the only two
people in the United States that have that
POWET »
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And you can, in a very qulet way, if anybody
asks you, you can talk authoritatively for me.

All right. Well, I'm much obliged to you
for that because it will enable me to quiet
some of this unnecessary gossip.




H.M.Jr:

H:

H.M.Jr:
H:

H:
H.M.Jr:
H:
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Well, you can talk authoritatively as my
fiscal agent.

All right, thank you. And that is, I've
got it written down that at this time
neither the President or you have any
ldea of lowering the price of gold.

That'!s right.
All right,
That's right.

All right, Henry. Well, if there is amything
1 can do, let me know.

Hight.
I called up to see you before I left Washington,

but Eccles told me you'd gone out of town,
S0 I didn't bother.

You might add to that pencil, or raising the
price of gold.

(Laughs) All right.

All right, George.
Thank you.
Goodbye.




Admiral
Waesche!

H.M.Jrs

April 9, 1937.
1l p.m.

Hello Mr. Secretary

Waesche, I hear this party for Ickes is growing?

Well it's not growing but there's a substitution
and I was over there and talked to Mr. Ickes.

He counted on taking his son along and probably
one more,

Yes,

Ah - now his son 1sn't going and Mr. Slattery
i1s - ah - his personal Secretary called Billy
up Just this morningescsessse

Yes.

«assssss8nd sald Harry Hopkins was going with - down -

I see.

He wasn't actually goling on the same train with Ickes
but was going to meet him down there.

Ah-ha.

So now - and he also sald a - a stenographer. So now
the party consists of Mr. Ickes, Harry Hopkins and a
stenographer for Mr. Ickes.

Well - ah - ah - when is - when 1s Mr. Ickes going to
get on that boat?

Ickes will get there Monday morning.
This Monday?
He's leaving Chlcago Saturday night - hello

Yes I'm here - well - ah - that's allright but if it's
going to be that big I'm - I'm not going to pay for
them personally. I don't see why I should. I was
there to-day and the President sald the Coast Guard
was charged about a dollar a day.

It probably will be just about a dollar a day to
cover the food and laundry aboard the ship.




About a dollar a day.
Yes sir.
Is that what they charge?

That's - yes, that's about the average; it won't be
more than that.

Well I'd - I'd charge it and I'd let them pay it too.

Let the - Just let the whole party pay 1it?

Yes, let them each pay a dollar each.

Yes - I - 1 don't think that will break them.

No and they might Just as well do it - I was golng to
do 1t personally but there's no reason why I should do
1t personally.

I don't see any reason at all why wyvou shounld.

You might ask - I tell you what you might do. I lmow
when they're on the battle ship with the President I
think they pald a dollar and a half a day. Ickes was
on the battleship.

I see.

But do you think a dollar would cover 1it?

Ah - I should think so, yes sir.

Well the President told Ickes, in my presence, & dollar
a day so I'd let it go at that.

A11 right, we'll let it go at that.

H.M.Jdr: But I just don't see how Hopkins can get away but that's
none of my business. How long 1s he going to stay?

Wi Not more than two weeks.
H.M.Jr: Whatl

(Laughs) Yes sir - ah - that's - that's what - I talked

to Mr. Ickes and he didn't think he would stay that

long but Mr. Slattery was in there with him when the

three of us were talking together and Slattery saild

they were going to try to make him stay down for two weeks.




Well the President asked us so we'll do it and
do it well.

Yes sir.
All right.

I think we've taken care of him.
Thank you.

All right sir.

Thank you.




Operator: Go ahead
H.M.Jr: Hello
Hello - Mr. Becretary?
H.M.JT3 Talking.
This 1s Borah.
How do you do Senator.
How are you?
I"™Messsss
Mr. Secretary I have a telegram from Sidney Norman,
who is Correspondent of the Globe and Mail of
Toronto.
Yes,

I happen to know him and I presume that's the
reason why he wired me.

Yes.

That he wanted to lmow if it would be possible
for him to see you the first of the week. should
he come down. He wants to talk to you about some
matter which I don't know.

Well I - I mean - can you - is it somebody that
you can recommend.

Well yes - he's a - of course, I don't know him
well but he's a correspondent for the Globe and
“ailllllllill

H.M.Jrg Yes.

essess.8nd a responsible person and a responsible
paper, of course.




H.M.Jr:
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put - but - ah - don't - ah - I don't imow why
he telegraphed me except possibly he kmew me
personally.

Good.

But I wouldn't want you to - ah - as any favor
to me because L'm not concerned in it at all.

No, well, frankly, I'd only do it because you asked
me to.

Yes.

And’ - ah - because he means nothing to me.

Yes.,

But if you'd like me to see him I will.

Well I - I couldn't say that because it = I don't
¥now him; I don't ¥mow what he wants to talk with
you about either.

No.

8o I'11 not ask that.

But - ah = I - if he wants to come down and I'11 let
him see Mr. Gaston who sees the newspapermen for me.....

Well that will be all right.
Aih - Herbert Gaston - G-a-s-t-0-n.

Yes, all right.

Ah - the reason I'm (laughs) - I mean 1f you asked
me I'd do it but with all this speculation about
gold now I'm a little t+imid about seeing newspapermen.

I understand, yes.
ind that's why I'm a little extra careful.
Well that's all right.




But anytime you ask me to do something you'll find
that I'm more than willing.

Thank you very much, Mr. Secretary.

A1l right.

Th EII-]!{ :,rﬂﬂ "
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April 9, 1657

Toy Secretary Morgenthau

From: Dr. Burgess

Govermment bond mariet looked much better today. Treasury bond prices
were steady in the forenocon after some slight initial weakness and firmed
up gradually during the afternoon, closing quotations being the best of the
day; volume of trading ca the board was moderate at $1,500,000. The long
Treasury bonds closed gemerslly 3/32 to 6/32 higher than yesterday, and the
rest of the list was genmerally unchanged to 4/32 higher. New 2 1/2s which
have been & weak spot in the last few days, closed 96,25 - 96,26, 6/32
better than yesterday's closing quote. ¥.7.4.C. bonds were strong with
gains of from 1/8 %o 3/8 of a point; H.0.L.C. bends were up E,-"EE to 7/32.
Quotatioms in the note market shored mixed changes but the middle and moet
of the long meturities tended higher on the day, closing 1/32 to 3/32 wp
from yesterday. The new 1 1/4s were down 1/8th.

In the domestic bond market small lot trading was fairly active in the
first hour and prices declined. In the second grade group, rails were off
fractions to about 1 poimt while industrials and utilities were fractiomally
lower. High grade bonds also showed fractional losses at that time. The
mariket was subsequently quiet with a firmer tendency in evidence in the
latter part of the day. At the close second grade bonds were fractiomally
of f from yesterday and high grade bonds showed small fractiomal declines.

Toreign bonds were dull and for the most part steady. German and Felish
issues showed mixed price changes and o Italian issues wers off 1 %o 2
polata,

Purchased today $1,000,000 miscellansous Treasury bonds for account
of Goverasment Life Insurance Fund and $500,000 2 7/8% 1965/60 for System Acgey,,
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PRESIDENT ROOSEVELT un TODAY HE KNOWS OF WO PLAN TO LOMER THE

e ———

PRESENT PRICL OF .13-"; HOV 35 AN m.
1 1 § i -
I g I‘"! =

A/9--R105TA

MR. ROOSEVELT SAID TNAT THE U.S. TREASURY LIKEWISE HAS NO PLAN
ALONG THAT LINE, ' | .
REPORTS OF SUCH A NOVE, HL SAID, SEEM TO ORIGINATE FROM TNL FORLIGH

PRESS,
4/9==R1058A

ADD GOLD X el 3 i :

AT THE SAME TIME, ADMINISTRATION FISCAL OFFICIALS WERL WATCHING
VITH KEEN INTEREST OPLRATIONS OF THE FEDERAL RESERVE SYSTEN'S OPEN MAJ
COMMITTEE, WNICH PURCHASED 328 ,ln,uuu OF LONG ERM U.S. GOVERNNENT BONDS
IN THL FIRST THREE DAYS OF TMIS MELK,

BY ITS NEW OPERATIONS, TNI FEDERAL RESERVE SYSTEN ENLARGED ITS OPEN
MARKET PORTFOLIO FOR THL FIRST TIME SINCE NOV, 1933.

THL RESIRVE SYSTEN'S PURCHASES FRON NONDAY THROUGN VEDNESDAY WERE
WORE THAN TWICE TNE ANOUNT OF TRAMSACTIONSIN GOVERWMENT BONDS ON THE WEW
YORK STOCK EXCHANGE DURING THE SAME PERIOD, INDICATING TNAT THE
PURCHASES WERL MADE TNROUGH OVER-THNI-COUNTER DEALERS,

A/De=R110K4A !




CONFERENCE WITH THE PRESIDENT AT THE WHITE HOUSE ON FRIDAY,
APRIL 9, 1937, REGARDING WPA EMPLOYMENT IN THE VARIOUS STATES.

Those present were Uovernors Lehman, of New York, LaFallotte of
Wisconsin, Benson of Mimnesota, and Quinn of Rhode Island, Congressman
MeCormack representing the Governmor of Massachusetts, Mr. Leo Lyon
representing the Governor of Illinois, the Secretary of the Treasury,
Mr, Hopkins, aund Mr. Bell.

Governor Lehman started the conference by referring to the previous
conference with the President regarding the same matter and said that
they had again reviewed the situation as the President had requested
and that they had agked for this further conference with a view to coming
to some conclusion regarding the immediate problem facing the States
with respect to the policy adopted by Mr. Hopkins to reduce the present
payroll of the WPA program from 2,200,000 people down to approximately
1,500,000 by June 30, 1937, and to ascertain what the Government intends
ag a program for the 1pcal year 1938,

He pointed out that the States and local communities had materdially

increased their expenditures for unemployment purposes during the

past two years and that they had just about reached the end 'of their
funds. He further pointed out that if the Govermment's program was to
be reduced during the coming year it was necessary for him to kmow at
this time to what extent that will be done because he will have to go
to the New York Legislature for additional money. He said that some
of the Btates and local communities are not in position to raise ad-

ditional money and he was not quite certain just what the result would

eventually be.




.
Governor Bemson pointed out that in his State he thought they might
expect serlous consequences as a result of the reduction of the WPA

programj that there were many people in his State who were now actually

starving because they could not get on the payroll of the WPA nor were

the State and local communities eble to carry any additional burdens.

Governor LaFollette said that he realized the budgetary difficulties
as they concerned the Federal Government and he was wondering if it would
not be possible to work out & program with Mr. Hopkins whereby some
inducement would be offered td the States and local communities to work
out & program for the entire year to take care of all of the unemployment
in any particular locality, the Federal GUovernment to contribute &
certain amount of monmey with the understanding that that is all the
particular locality would get for the year. He sald he realised
that it might be necessary to reduce the present allowances but the
States would have to work that out.

The President had nothing to say except to state very definitely
that he could not give them an answer to their questions. He had only
within a few days asked for a revised 1937-1938 Budget. Those figures
were not available as yet. He did not know just how much he would
ask the Congress to appropriate for relief for the coming fiscal year
until he could study these revised estimates. He stated that the
Federal Government would do its best to cooperate with the States and
make the money go as far ag possible but he just could not give a
definite figure at this time nor could he jndicate as to how mmch any
particular State would receive out of anmy appropriation Congress might

meke because he said the situation naturally will change every feow




-3~

months and the amount indicated at the beginning would have to be changed

by subsequent events.
The conference then broke up without any commitment on the part of the

Administration as to its program.for the fiscal year 1938.
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( 'his is a copy of the memorandum left
with the President by HM,Jr at the meeting
with the group of Governors.




TREASURY DEPARTMENT . .4 =

INTER OFFICE COMMUNICATION

paTe April 9, 1937

The Secretary

Miss Lﬂnigpmtér

Attached are four tables on expenditures in the seven industrial
States where governors are asking for more relief,

Table I on Expenditures for Relief and Welfare, by calendar
years, shows that all seven States spent much larger funds in 1936
than in 1935.

Table II on Expenditures, by six-month periods from July 1935
to December 1936, shows that expenditures in the second half of 1936
were almost as high as in the first hnlf of the year, and much higher
than in the last half of 1935. large reductions in expenditures would
etill not bring the spending level down to the leval of 1915,

Table III includes heavy work programe, as well as relief and
welfare. Here the last six months of 1936 was the highest period on
record, because of contimmous expansion in heavy construction.

Table IV shows that reductions in actual employment have been

very slight, probably less than the total of all resignations.




GOVERNMENT EMERGENCY EXPENDITURES

RELIEF AND WELFARE

Federal Funde Only

Calendar Year Calendar Year Percent

1935 1936 Increase
In thousands

I1linois $112, 064 $118, U466
Massachusetts 73,212 104, 782
Michigan EE.GET 78,525
Minnesota , 655 57,077
New YoTk

Wew York City 187, ?93 263,679

Un-State Ts 9? 101,166
Total State 3 36U, 845
Rhode Island 361 10,385
Wisconsin 42,026 64,903

Total U. 5. $1,637, 788 $2,378,561

Includes FERA, WPA, Social Security, and Resettlement Administration.

April 9, 1337




TABLE II

GOVERNMENT EMERGENCY EXPENDITURES

BELIEF AND WELFARE

Federal Funds Only

J\ﬂ?—nﬂﬂ- Jan,—-Jansa J‘L’Ili'—ﬂil:.
1935 1936 1936
In thousands
I1linois $56,891 $76,266 $72,200
Massachusatts 35 32 ' 139 52,984
Michigan 28,66 2 112 31,752
Minnesota 151 753 29,720 27,351
Hew York
New Tork City 1ﬂ5.h19 133,788 129,891
Up-State EEE 52,027 hﬁ.ljﬂ
Total - State 135 185, 814 173
Fhode Island 5eE3L v 155
Wisconsin lT,E?E 32,518 32,385

Total U. 5. §781,749 $1,212,905 $1,165,656

Includes FERA, WPA, Social Security, and Resettlement
Administration.

April 9, 1937




GOVERNMENT EMERGENCY EXPENDITUHES
ALL WOHE AND WELFARE

Federal Funds Only

July-Dac. Jan. -~June July-Dac.

1935 1936 1936
In thousands

Illinois 478,952 $99,911 $106, 796
Massachusetts 2,116 67,216 8,813
Michigan , 056 Eﬁ.asn Eh.5?5
Minnesota 13,954 2,810 3,851
New York
New York-Up State)

City ) 177,496 235,937 226,770
Rhode Island 5,418 8,587 6,925
Wisconsin 38,207 41,289 50,970

Total U. S. $1,791,523 $1,880,772 #$1,920,232

Includes A1l Relief and Welfare, PWA, CCC, Other Federal Projects,
and Miscellaneous Administrative Expenses under the Works Program,

April 9, 1937




TABLE IV

WOHKS PROGRESS ADMINISTHATION

Illinois
Massachusatts
Michigan
Minnesota
Yew York
Hew Tork City
Up-State
Total - State
Bhode Island

Fisconsin

Continental U. 5.

Number of Empmloyees

1916

Dacember

26

158, Tu9
97,145
67,223
45,179

193,984
88, b5k
282,638
10, 725
51,389

2,187,944

March
27

148,075
90,773
61, 798
46, 802

180,296

80, 591
260,887
11,371
50, T93

2,110,833

April 9, 1937
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RISTRIRUTION F FEQESAL EXFENDITURES
Er Fiscal Tears on basis of daily Treasury sintements

(Im millione of dollars’

] 1 f i 1937
1 : ! I :July 1 ¢ April 1 : .
TR ARRE o NN oMb Tl T e Dudget
L 1 : 1 : Mar. 11 i June 30 ¢ g Setinate
Emer. Ocoservation work i 3319 ¢ k15.5 . bgb.3 @ 2828 £5.2 3E.04: 1%0.0

Pablie highwayw : : 267.9 ' 1174 243.9 : T2 365.9 1 269.9
T8.7 55.1 : 67.9 : 26.0 gh. b : 52,1
150.8 ¢ 203.0 22%3.7 : k.o 2.9 1783
2.7 & 0.9 . Lg.g 28.7 67.7 57.6
o511 3: 71 5 -
: 156.2 224.9 ' 9. 1 306.0 ; 21k.0
Yorks Progress Adm. , - - ; 1,;53.?-; 1,900.0 H:
545.6 1 4g3.1

Pablic bulldings
Rivers and harbors
Baclamation projects

R T

Givil Torke Adm.

Publia Works Adm.

dgricultural payments § B21.6 hos.g

Eapettlement Adn. (ineloding £
subslatenos hososteads) : : 2.4 Bl

Temnesase Valley Aathority . 11.0 ; 36.1
Federal Beer., Eal. ids. TaT.1 : 1,821.0

Social Becurity Aot = i E
Grants to Btates i -1 - 278 : 122.2 155.T 272.2
i : 4

Commodity Credit Corporstion 164.3 g 60.1: 129.7T: 5 7T6.% A 12%5.0 : B X0

Cther : 34,8 1| 278 . 11E.6 |Ir B 14,0 ;: 2al E.B : A 50
Fub-total i 200.% 1 3,018.% 1 §,095.7 : 3,801.9 & 3,138 4,095.9 & 3.434.9

Departnantal : Lat.5 P339 t 1546 _ 437.8 :  37E.0 558.7 1

Fostal deficiency : 117.5 1 52.0 : .0 E6.0 : 12.6 50. 1 : 0.8

3.9

1
!
H
: :
138.0 & :
: bo.0
:
:
H
1
H

LE.B ;
H
H

495.6

B s EE A6 BE W gw BE §E

10.9 11.0

5§ T oas

Bocial Security Ast - t ¥ : i :
014 Age Hamarve Aeccunt 1 1 - 135.0 800 225.0

Eaticmal dsfense: $ ;
Avwy 212.2 1 373.0 ¢+ 263.3 37746

1 : .
-y : . o 32Lb ¢ FBlk i 35EL 1522 Sio.g
; :

Tatarama' penalons asd bensfits
Teterans' Adm. ] -5 1
Adj. Ber. Gf. Tund i S 50.0 1t 1,T73.5

55,6 : ET6.0 : H;g:ﬂ 155.8 REE.E

o 507.5  563.5
Dabt charges:i i i 1 H

Eatirements . 573.6 ko3, 2 79.2 125.3  LOk.%

Intareast ' . ! E20.9 ' Thg. 4 595.T £39:3 535.0
Befunds of receipts H t he.2 , Lk, 2 33.4 1b.8 kg2
Fedaral land barics : -2 1 48.0 60.6 Lb.9 23.0 9.9
Eome loan ayeiem : ; : 157 ‘ 7.4 ' 20.7 k.7 =4
Tadaral Houslas Adm. : - : 15.0 ; 4.5 " 13.1 i.9 15.0

Beconstrootion Flaance Corp. BEL.E . & 141.9 : A 238.T I A0 g 91.0 g kos.0

r-"-_-llﬂﬂ-—ﬂ-““nqh.-

Fablic Works - Escovery 1 i 1
and Halief : 1 1236 280.0 1 327.1 228.5 5. 26h.3

Othar i_llo.0¢ 8§
Bub-total s 4,6%2.5 1 B,085.8 ¢ 3.340.1 3 5,077.9 1 2,386.2  2,018.7 b, hdh.9 | h,221.1

m ’Wu H 5.1"'2!9 L} I-mﬁil H T']E-l i !'| E?S‘FE I 5.521-'3 2lml' EJ*E.I i T.E-“.D y
Rscovarables P N0 1 162001 290018 8.0 1 g WI0 a5 79.2 4 %26.2 i g122.2
m H hllﬂ.g i 5!“{"1 i T|15‘" ' EIIBT.!'-s L ﬁ_m-ﬂ' 3!“}9-“ l.mtﬂ I T.T'J-.E‘

A Excasn gredite, daduot.

L/ Includes $60M from supplemsntal itess.

2f Inclodes §500M from supplessctal ibtems.

3/ Isclodes $1,500M for Works Progress Administration mot iscluded in the Budget.

AQCOITNTE AND DEPCGSITS
April 13, 1937
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FEDERAL RESERVE BANK
OF HNEW YORK

_cc CORRESPONDENCE oare ApEdd 9, 1987,
sussccr THAEPRONE CONVERSATION WITH
_BANK OF ENOLARND,

I eslled Nr. Beltom at 10138 this morming and ssked him
m;n.n.um-hﬂ_luummm-nm.
mltmmlid,'hlpﬂnﬂpﬂ!m“hmhmmm
mltpﬂplllﬂﬂlﬂrnr,wﬂﬂllﬁllmumh
budmlmmhulﬂmlm“ﬂh-ﬁMm-l,n-h-
port tax en gold, or something 1like it. This feeling has reslly de-
veloped into a pamie. hm-wﬂ-wmu
m-mmmmmamm to the priee of $85 and
that 1f, for instance, Bwedem did chenge its gold price, it was quite
likely that yom would follow. This speech of Spregue’'s was cme of
tn-rum-wmmmnurm-umn-mw
panic. Here in Lomdom, the whole fesling is deminated by the fact
thnnum:-lt-t-llllr[dlmﬂ-thllrm- This
ml-i:bﬁutﬁlnﬂhmuﬂmm-lﬂn:m“m
lt&inﬂnﬂlm,“ﬁnpﬂuﬂlnﬂnﬁﬂﬂlﬂ
.uumtrnnlnnrkﬂﬂw.wuﬂl-u-nr.nmumu
mdmlmtﬂ,m,mlﬂlnﬂmmnuﬁmmnm
buyers at all.® I asked shether the difficulties were not sdded %o
h!thlflﬂﬁliﬂiﬂlﬂlﬂm-ﬂlihlm.-lﬁll,
Bolton confirmed.

I“MMM“HlﬂlHﬂ.IH_
-r-uuuh-mwmmmn-mmr

(




FEDERAL RESERVE BANK
OF KREW YORK

-FICE CORRESPONDENCE pare. April 8, 1987,
cONFIDENTIAL FILES . cumecer- THLEPHORE CONVERSATION WITH

k. ¥, Enske .. — _BANE OF ENOLAND.

there was nothing te get exacited about as far as he, the Becretary,
yas concerned. I afded that this simply confirmed what I had tried

opinion

umhm“miﬂmm.MWﬂﬂﬂl
so change of the gold price wader consideration nov snd that I now

felt very defimitely assured on that peint.

1 then discussed with Belten what we could do under the
circumstances and what, im his opinion, would be the most effective
seans of tackling this thing. He replied that they had sold about
§7,000,000 today (in sddition to taking £1,000,000 of gold off the
sarket) but that he eould probably set a little more strenuously
if we would like him to do that. I replied that that was precisely
what I would suggest he do, if that was all right with them, snd that
nﬂldhyhhﬂ”““lﬂht,unnﬁu:fﬂﬂ.
ve were all set to begin buying sterling. ¥e had not been able to do
nhfuu“uhhlﬂh”hﬂmﬂﬂn-l:lfﬂm
ago. mnlmuﬂthﬂwmuﬂhﬂl-lnmﬂmu (
thqmmu,mmmﬂ—t-rﬂllﬁhﬂrm
situstion. n—ummmm-mm_m
over the uncertainty of the Americsn gold price to wear off. I im-

wtmnmummm“mdhnnrumm
lﬂldlmﬂm“ﬂmmwtmtmtﬂllhm
ummtmmtummh-mulmmm
to settle down. At the mement there was & erash in the gold share
mirket both in Lendon sad im Johammesburg. Uader the circumstanass,
the best method of spprosch, 16 seemed %o him, wes So tackle the




FEDERAL RESERVE BANK
OF NEW YORK 5 1

8 --icc CORRESPONDENCE pare_Apedl 9, 1987,
. CONFIDENTIAL FILES : _ surorer THLEPFEONE CONVERBATION WITE
o L. W, Encke — ~ BANK OF ERGLAND.

-f e

exchange market rather tham the gold market. I asked whether he
thought there was smything im tryiag to get the Bussisns to deal
vith us direst. He thought that might be & good ides.

I ealled Nr. Bolten sgain at 18:10 to tell him that we
hed bought elose to £800,000, begimming st 4.88 1/8 but mot going
beyond 4.89 1/4; beyond that point sterling seemed to have bem
u:mﬂhltlmml,mw-ruﬂm-mpm. Boltaa
rnl.ildmtthqﬂnmnmdnl.ﬂuiudmm-nhu
u,mn,ummmmum-nﬂmn-mmﬂm.
with the result that their total operatioms for the dey were §7,000,000.
Now, he said, the market was very much stesdier in Londen. Bo 1t was
here, I sald, sdding that I telephoned Cariguel snd de Jeng sad Sold
them both of my telephone comversatiom with Nr. Norgentheu and the
personal resctiom I got from it. I slse referred Boltom th the
President's statement this morming, whiech -lllhmlﬂlrlhﬂ
mk-hul-ru#umm. The ses total of it all, I comtinued,
nlmﬁlrdt-nnﬂu-rﬂmmmmtuulhtﬂlﬂl
price was comtemplated.

I then discussed tomorrow's gold market snd expressed the
Mhlmmmmwmnhmumn—hmu
mmmﬂmﬂlll"IMHMMIﬂ
parity tham Soday. Im-tm:_u-lmn—uhn-
ﬂmllhhh#hmﬂﬂﬂmm-rﬂ-ﬂ-‘ll
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ﬂ;htlﬂltﬂ-ﬁﬂdﬂ-mﬁmhmti“hlﬂﬂt
uf,wlmﬂnpﬂ,n—ﬂhﬂm“nﬂh Boltem
rqudtmh-wmmzwmm-m
that we could de, He snswered that we could leave that more or less
uhh-lﬂul-llll-rnﬂﬂ“hiﬂllnﬂulﬂuh-
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I called My, Cariguel at 11:30 to draw his attention to the
president's statement Just made at the press conference in Washington
to the effect that he and the Treasury had mo knowledge of sny plam
contemplating a possible reduction in the gold price. In this commec-
tion, I said, Il—tﬂmhmmﬂlhﬂjlnhﬂltﬂm-

conversation with th- Sgerstary of the Treasury, in the course of which

the latter had told me that he had never in all his life been calmer
thﬂ:hlnlt-ﬂrnlﬂutthmmndlh-hnthm'hlﬂ excited
sbout as far as he was congerned. I mentioned that I had told the
same to the Bank of England, had a eall in for the Netherlands Bank
and had telephomed him (Cariguel) im order to keep him posted. I added
that I for one felt very definitely assured on that point now. Cariguel
thanked me.

He them referred to today's market in Paris snd explained
that its temper LSSy had been such that they had felt that, if they
wanted to make a stand, they would lose heavily; as & result thay had
mtm-udnlrrrum-hullnrlulitﬂ—utni,-“
had sold very little exchange and, as a matter of fact, had already
bought 1t all back. I told him that we were Tather aggressively
buying sterlimg at the moment nﬂlh.ntth-n-knrhm-lnpmﬂu

in the same directiem.
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I ealled Mr. de Jong at 11:55 and referred to our tele-
phone comversatiom of April 7, in the course of which I had promised
mlﬂmnnrirnmmwnnmmmhhthﬂm
I drew his attention to the statement just made by the President at
this morning's press conferemce snd added that, before that state-
ment was made, I had had a lengthy telephone comversation with the
Eecretary of the Treasury who had Just returned to Washingtom after
two m-nrnmqmmmmwmmnm-mn
mm-uflrﬂtuhnmuﬂdmndthﬂﬁmmm

to get excited about as far as Vashington was concerned. I continued
that, personally, I mow felt very definitely assured on that point.

I sdded that we were now buying sterling rather aggressively
in this market snd that the Bank of England, with whom I had spoken
earlier in the day, was operating in the same direction. de Jong
wanted to know whether the President's statement applied to both the
gold price and the handling charge mad I replied that I was sstisfied

1t did. de Jeng thanked me for the eall.




GRAY
LONDON
Dated April 9, 1937
Recelved 3:30 p.m,
Secretary of State

Washington

206, April 9, 7 p.m.

FCR TREASURY FROM BUTTERWORTH.

Ths Presldent!s announcement has had a reassuring
ef fect on all London markets which previously were
somewhat disorganized. For example, in the atock
nericet Soui: African gold shares not enly decidedly de-
clined in value but were almost vusalstle in the
rmorning. Likewise in the bullion market there was prac-
tically no demand for gold at fixing or immediately
thereafter except from officlal sourceas.

It is sald in the City that the net inflow of funds
into Frarce since the announcement of the recent loan
totals about five milliards and that the French authori-
ties are very pleased that the amount 1s so large and
regard it in view of heavy gold plrchases of commoditlies
at higher pricea as comparable to a financial inflow
of say 6% millierds., It is also believed here that the
French authorities welcomed the opportunity for a

partial readjustment of the sterling-franc rate as the

most

e
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most likely means of eliminating the discount on the
new loan and thus facilitating its quotatlon and the
unclegging of the French money market,

In this connection Waley stated in the course of
a conversation at the British Treasury today that thelr
information was that the permanent officlals of the
French Treasury were definitely concerned about the
inecceges 1n Prench costs; the cumulative effect of the
sosial measires particularly the forty hour week, the
slowing down of French production due to the dla-
organizatics of the workmen, et cetera, was such as ©o
oversvalne the franc,

Waeley also mentioned Arakaws, Japanese Financlal
Attache, had not yet come to see him regarding the
tripartite monetary agreement (see my 199, April 2,

5 p.m.) and he therefore assumed that due to the election
in Japan the matter would remain in abgyance. Waley
specifically lnquired whether the Japanese had spproached

the United States in this regard.

BINGHAM




PARAPHRASE OF TELEGRAM RECEIVED

HO.; 468
FROM: American Embassy, Paris
DATE: April 9, 1937, 5 p.m.
FROM COCHRAN.

Paris exchange market was exoited throughout the
day due to the American gold scare and to rumor
attributed to London and printed in the English fin-
ancial press than the French would let the franc sink
to 112 to the pound, that is, the maximum devaluation
envisaged by monetary law of October 1lst as a step
necessary in a new adjustment of the tripartite
arrangement. The press stressed the point that the
French control had shown little inclination to try to
support the franc yesterday.

Auriol has today given out a statement denying
knowledge of any basie for the above mentioned stories.

Market understanding is that French control bought
some francs against dollare yesterday and some through
sterling today. French rentes improved and shares good
except gold mining securities which lost heavily.

At 5330 this evening I had a talk with Cariguel.
Word of President Roocsevelt's denial of any change in

gold policy had reached him from the Federal Reserve
Bank
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Bank in New York. He informed me that when I called

the market was beginning to offer dollars and sterling

and that there was a decline in the rates against the
franc. I wag also told by Cariguel that "the French
control had been on balance a buyer of francs for the
day".

BULLITT

— —— — e A S L




Jp MEETING : April 9, 1937

Mrs Klotz
Mr. McHeynolds
Mr. Lochhead
Mr. Upham
Mr. Haas
fiss *oche
Dr. Viner
Mr. Taylor
r. Gaston
Mr. Gibbons
Mr. Oliphant
Mr. Magill
Mr. Bell

Have you (Magill) got anything that has to be cleared?

Nell, I've got this main thing. It's this letter - &

memorandum that the President asked you for on the

letter from the Chzmber of Commerce to nim.

Nhat's that about?

#iell, the net of it is that Mr. Thomass Watson, Vice-

President - that they are willing - the Board of the

United States Chamber wants to impose the present

undistributed profits tax, but is willing to accept

the President's orilginal proposal, which, &5 he points

out, would cost the corporations less money. The

President ssked for a memoranaum.

Any hurry? What's the date?

The date on the President's letter is the Z7th.
(0liphant comes in)

Hello, Hermen. I liked the Bay.

Did you?

Yes

It's all right?

Now, there are certain things - I'mean I want to see
you (Bell), don't I, this afternoon?

Yes
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Have you got your estimates?

No, I haven't got the estimates. What do you mesn -
of the revenue? I have the expenditure figures.

No, but have you got anything to go up with tne
President for his message?

Oh, no. I'm walting on the Treasury. They won't
be ready until Monday, I understand.

#ell, I just want to check off what I want to do.
#e'll have to work all weekend.
They won't have that until Monday?

I understand I'11 get it sometime Monday morning =
afternoon.

You (Haas) are supposed to give it to me Monday
morning. Supposed to clear 1t iMonday noon.

Well then, that's out the window. I mean I won't
have to - you won't want to see me over the weekend
on that?

No, sir.
Now, this letter.

I've got this letter. And the otner thing 1s the
meeting of these actuarles on railroad retirement.
Want to know how they ceme out?

Yes

Three of them have agreed. All of them other than
Glenn, wino is Latimer's actuary, agreed that the rates
ought to be five to nine percent. That's five percent
for the first three years, then stepping up one percent
for the next three years, and so on, and et the end of
twelve years 1t would be nine percent, instead of
seven, as at present proposed. And Glenn, Latimer's
ectuary, would not agree to that, but sald that he
agreed the present rates were low; and he proposes &
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flat rate of seven percent, which is the present
law.

iell, am I going to get this in some form? That'll
come up in Cabinet.

Heagh 1s now preparing & report on the thing.
I mean will I have anything by two? Or is it better....

They're going to meet again this afternoon, but I
don't think there's much hope of getting any further,
because I think it is pretty clear that Glenn is
never golng to asgree with the other three.

Well, why wouldn't it be better to suggest that we
heve & meeting Monday morning with that same group,
at whicnh we'll present the report? Why not ask the
same group?

I should think that would be a good 1idea.

Wny not suggest to them - have your office arrange
a meeting here at 11 o'clock.

Naster made & report of whaet happened. - - I mean
he was there.

fhy not invite them? We'll have & little rehearsal
ourselves. (To Mrs Klotz) Put Mr. Magill down for
10:30. And would you (Bell) like to come at 10:30%
fes, sir.

Then we can sort of chin the thing over. Then at
11 otclock the mctuaries.

Well now, at 11 do you want the sctuaries?

No, at 11 I want the same group that was here the
other morning.

That's what I thought.

And vou'll meke a report to them. But I want & dress
rahe;rsal with you and Bell at 10:30, sﬂ‘it won't rush
me too much. If you call them, they'll know it's

coming up Monday. All right?




Good.

Then the other thing you've got is the President's
letter.

That's right.

Well, there's no nurry #bout that. I mean if you give
it to me, I'1l try to catech up on my reading.

Mr. Oliphant, Mr. Hesas, and Mr. Gaston have coples.
P ’ ]

well, have they approved?
They - no, they haven't.
ijell, I'd like to-walt until - then let's put it over
to Monday. Give these fellows & chance to meke any
suggestions they have to meke to you, &nd if you want
to you can incorporate it and then you give it to me.
How's that?
Good .

H.M.Jrs I mean if it isn't Monday it's Tuesday.

Jliphant: Maybe Mondey we could all go over it and then come to
yvou Tuesday .

ill: fe ought not, I should think, delay it too long.

el By

Put it this way. Any time that the men - you've given
|t to them to make suggestions. .

I'd like to teke it up, if we eould, Monday afternoon.

Fine. Then when the letter nas pussed the board, bring
it to me.

Good. But we meet at two o'clock, say, Monday.

What else you got?

That'!s all.

Swell. In this thing - I meen I'm so far behind in my
reading. I caught up partly on it. And there 15 a

letter - W. O'May, writing a memorandum for the Presi-
dent of the United Steel Corporation, which 1s to the
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President, on this seme subject. And after Mrs.
Rlotz has a chance to go through the stuff, it will
come to me. But W. 0'May writing for the President

of the Steel Corporation.
Give us easch copies of it?

When you (Mrs Klotz) get to it, you might have Mr.
Uliphsnt and Mr. Haas each get 2 copy. You interested,

Taylor?

If vyou want me to be.

George O'May?

W. O'May. No, George O'May.

George UO'May.

Anybody wants to send 1n a written report....

Better glve me a copy.

Yes, the thing is written to go to you. £nd it won't
cost us ten thousand dollars either to look at 1it.

All right, sanything else?

That's all I've got - estimates, rellrozd retirement,
and the letter to the Presldent.

Herman?

You were right about postponing the further lnquiry
of the Attorney Generzl until Mondey, because we
have & response from Mr., Keenan conslisting of three
letters totalling 23 pages that sort of ramble &all
over the lot. I've had & summary of the 23 pages
made snd I'd like to lesve that with you, with the
originel letter. I think you may want to.....

Well, before anything I'd like to have thet charge -
nis charges answered. Instead of two bites, 1'a rather
nave it in one bite.

#ell tnen, before you see it we'll get togeiner -
Helvering and McReynolds and Graves.
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icieynolds: Graves is going Sunday to Chicago. He ought to know
what's in 1t before ne goes.

{.Jre Yes, and you better snswer it, tco. When I get hils
letter I'd like to say, "Charge - answer; charge -
answer,"”

Jliphants: U.K,

H.M.Jr: You know, this fellow down there - fellow that runs
the place - you Kknow, funny place, Chesapeake Bay.
He says, "The longer you stay here, the sleepler you
get.m

OLiphant: Huh?

I don't mean it any way personzl, Hermen. But I wasn't
there guite long enocugh.

Well, I've been there three years.
He also told me that besides the President I was the
monliest" one that slept in the bed - Presidential
bed down tnere.
Jliphant: The "onliest" one?
Madrs Tne “"onliest" one. All right?
Oliphants: That's all.
Are the charges "worryable"? Hun?
Jliphant: No.
Modp: All right.
Jliphant: Still, you'll went to read the letier.
H.M.Jdrs What else yougot, Mr. Oliphant?
Jliphant: Nothing.
HeModrs Sure?

Jliphant: Well, Bankhesd sort of misunderstood on sending down
tnat letter to prefer charges. He thought that you
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were trying to avoid the investigation, see what I mean?
I think you misunderstcood him, Herman.
Huh? I don't think so.

I don't think he thought the Becretary was trylng to
avoid anything. But, as I understood Bankhead's
attitude, he Just didn't agree that they ought to
recognize & resolution coming from that source as &
basis for investigation of anything in the Treasury,
and that was my understanding of nlis attitude.

Well, the resolution has two engles. Ihe minor angle
is investigation.

Well, wes he sore?
dh no.

Should I call him?
No.

No, he wasn't sore. He was very considerate, but
doubtful of the propriety of permitiing a resolution
presented in the way that that one was presented
getting by in the House. I think it's a guestion of
his feeling wnat he, as Speaker, can permit the fellows
the eritical guys to get awsy with.

Well now, the fellow is & Democrat end the resolution
has two angles: to a minor degree, charges Ega;nst the
Treasury; to & major degree, CH&TEES against the liquor
interests.

fell, Herman, I can't guite get it. Should I do
anything?

Nell, I'd like to have Hester talk to him again.

Well, the point, I think, is that under the situation
as it now exists I don't believe that the Speaker 1s
going to permit that thing to come up, and unless tne
Secretary wants to make it clear from his own stand-
polnt that he, o3 & matter of policy, wants it to come
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Oliphant:
Helodr:
J1iphant:
Hollodr

Oliphant:

S

up, I don't think he's goilng to let it come up et all.

i think you should forget it.

Listen, I'll appoint Mac, Gaston, and Oliphant, and
wnatever tney declde suits me.

All rigant.
How's that?
That's fine.
cold?

oold.

Anything else?

No, sir, my shelves are empty; you've got everything
i have.

Swell.

Herbert, when you say we're not golng to change the
price of gold, why don't yousay it with & bite in 1it?
I heard 1t over the radio.

bidn't think it wzs strong enough?
No.

Well, I wanted to leave & little opportunity to change
your mind.

ind in the paper, yesterday's Tribune, it says that the
President and I denied it, eand I didn't remember deny-
ing it.

Whaet I told them &ll uniformly was that there had been
no change in the Treasury's policy as to gold, and
that there had been no intimation from the Treasury
Department of any change in its policy as to gold.

Eddie and I are golng to send a letter to Arthur Krock -
"Please send us a copy of Dickens. We don't know our
Mrs. Gummidge." Did you (Mrs Klotz) read Arthur Krock




yesterday?

No.

He never can miss & chance just to put a little knife
in me, can he?

He had a swell statement in that column the day before
yesterday sbout the necessity for revision; he was
talking sbout not heving enough revenue, so that
proved that we must revise the undistributed profits
tax, apparently for the purpose of losing some more
revenue.

No excitement while I was away or anything?
No. The boys got the impression that you were hiding

out studying some problem, and I thought that was all
right.

The migration of {ish in Chesapeake Bay.

No press conferences?

No. I suppose that you noticed, though, apperently
backed by the whole Democratic ma jority, there 1s a
bill down there for & hundred million for state granis
for educationsl purposes this yesr, and two hundred
million next year, and three hundred million the next
year. Pat Harrison 1s behind it, ana all the education
socleties in the world are behind it.

Itts all right.

It's golng to pass.

I should thinx so.

I think the only chance is naving & vetlo.

That's all right; let the bond market go down &
couple more points and then maybe these fellows will
begin to realize what it's £11 about.

Duffield says he's more perplexed than ever whet we're
going to do about financing, and I told him that was

all right.
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Let the bond msrket go down & couple more polnts

and I'11 lose five pounds more; maybe these fellows
will..... I certainly can afford to be comfortable;
my Job's done. We've done our Jjob. The little money
we have to pick up we can pick up. And after 1t gets
bad enough and some of the blg business men who have
friends on the Hill begin to complain and they begin
to listen - a few more refundings go sour, & few of
them back up on some of these fellows, and they start
going up on the Hill, The best thing that 4 ever said
was Mondey when I sald we needed extra money. You see
what Joe Robinson said today.

Yes, yes.

All right, we'll go along.

Wayne?

Bill Myers wants five minutes today.

Well, if he wants to argue with me....

Doesn't want to argue. He's got a swell plan, but
would like to discuss it with you.

Well, he Just wants to put pressure on me, doesn't he?
No, no.
On this refunding?

What he wants to do is call what he can call, which
w111 eamount to about & third, &nd pay it off in cash.

That's all right.

Got sbout 33 million cash, and then he's going to
borrow from banks on short terms.

Those are - hiw own individual banks to do that.

A1l right, 12 o'clock. Will you tell him?

Yes. It's by far the best thing you can do.
Oh, all rignt. What else?

That's all.
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Well, after this is over I want you to stay.

I got Welles coming in at 10:15 and I have to see
him for five minutes.

1l got a telegram addressead to me yesterday {rom
Frisco saying that merchandise is being held up
similsr to the one you got from New York, and I
nhad Frank Low call up the Collector out there and
there was nothing to it. I think it's a little
propaganda golng on through certain merchants!?
assoclations. Hemember in that letter the fellow
sald as one Democrat to snother that we were - well,
the whole Administration puts certain things in the
law, then they close theilr eyes &nd let them slip
by. But we've got to put them right on 1t,

This fellow, the superintendent down there - per-
fectly serious - "You know, 1t's a very interesting
thing, but the only people on the rellef down here
in this part of the world asre Republicans." So 1
said, "Well, how do you figure that?" "Well," he
sald, "they're such & shiftless lot. The Democrats
don't need 1it."

A1l Democrats have regular Government Jobs.

I mesn you plek up a lot of stuff like that. It's
an amusing thing - it took 25 minutes, or 23 minutes,
to go there by airplane; coming back, by water, LT
nours.

You (Viner) stay afterwards.
Miss Roche?

Our State Health Officers Conference ended very setis-
fectorily. There were four general lines on which
reports were summsrized. I'll send you & brief memor-
andum on it. They were on nutrition; control of the

very dangerous possibilities of yellow fever - glr travel
in South America; stream pollution; and the training of

public heealth personnel.
They didn't breax loose on the Red Cross?

Not in our conference. ZThere was some discussion in
the day and & half of conferences in their own group,
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preceding the ones in general; there wes dlscussion
of better correlation of State and Red Cross and
Federal activities during emergency, but no special
eriticism.

Good.

George?

I have nothing new.

Nothing.

Tom Smith is sll right, 1s he? Did you see him?
He'll be here today.

Oh, I want to see him. Let's work this thing out.
You say Bill Myers needs ten minutes?

Thnat'll be plenty.

Then we cen give Tom Smith 12:10. Give Bill Myers
ten minutes, give Tom Smith ten minutes. New plan,
Chesapeake plan - "Sleep like a kitten."

Aren't you kittenish?

Best vacaetion I've had in a year.
Archle?

Nothing.

Dan?

I have nothing, except that if you want to send that
bill forward now to restore the stock ol currency
waich belongs to thne Federel Reserve Banks, I think
it might receive favorable consideration. ©o iBr as
the Cheirman of the Approprilations Committee is
eoncerned, he has no objection. He did suggest that
instead of having it sppropriate the three million,
we merely authorize an appropriation. 1 don't think
ve'd object to that; and that eliminates sny consldera-
tion at this time of his Committee. I told nim 1
didn't think we'd have &Iy objection. I sent to you
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a draft of the bill with that change.

Would you fish out Mr. Ihlder's bill, which wants to
do & couple little things? I'd like to take a look
at 1t.

Alley dwellings.

A couple little things. He wants to be &ble to buy
property other than alley prﬂpErt¥ - S0me nNegro swamps
he wants t0...s I understand it's held up.

In my place?

Yes. 4nd the first time you get a chance I thought
you and I would go look at some of hls work. I wanted
to last week. Would you kind of fish it out? From
all accounts, he's doing a grand Job. I think he's
doing the best job in slum clearance of anybody today.
Well, if you'll fish 1t out.

I.all Tiéht.

And I'd like you to stay right after this meetlng.
Mac?

I have nothing tobring up. I've got thet Hester....
Pardon me?

I've got that Hester thing still in my basket. XYou
signed it snd sent it out, but sald you wanted to

talk to me sbout 1it.

Bring it in. Personally - I mean there's several
things I wanted to do this morning, but I don't want
to hold 1t up.

I've held 1t up there. Just nhappened to notice 1it.

vell now, if Bell, Lochhead, Upham, Haas - I mean the
people on the finance - Taylor, would stay, I'd
appreciate 1it.
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president 1s having a conference at 11 o'clock with the
sollowing and would like HM,Jr present;

nr, Merrilam

Dr. Ruml, Natlonal Resources Board
gecretary Ickes

gecretary Perkins

secretary Wallace

Harry Hopklns

Eccles

Mr, Lubln

(Preliminary discusslon of conservation of national resources)

CABINET AT 2 o'clock







TREASURY DEPARTMENT
BUREAU OF CUSTOMS
FFICE OF DEFUTY COMMISSIONER

TESTIGATIVE LineT WASHINGTON

April 10, 1857,

MEMORANDUM FOR MR. GRAVES =

I am appending below sopy of telegram this day recelved from
the Supervising Customs Agent at New York relative to the termimation
of the TAYEANE marcetie smuggling ease at New York, vis=

“pAYBANE ease brought %o trial Tuesday, completed last
night STOP Ah Nan, ships carpamtér, plesded guilty after governm-
pents oase was in STOP BRest of defendsmts, boatswain, second
boatswain, and storekeeper, all Malays, with Willism Bonanzi,

and Tiszic Buda, found guilty semtence April
Service highly preised from bench
by Trial Judge Moscowlts for outstanding investigative work

and exoellent manner case Was prepared for trisl STOP Judge
Mosocowit: stated QUOTE 1 must oocmpliment the Customs

and all the other oustams officers for the wo

gative work done in this oase Sherleck Holmes was & novice oom-
pared with them UNQUOTE ROBERTS.™




PARTIAL PARAPHRASE OF TELEGRAM RECEIVED

FROM; American Embassy, Paris, France
DATE: April 10, 1937.

NO.: 471

SECTION OFNE. FROM COCHRAN.

Unofficial exchange trading at Paris this morning

is still nervous. BStatements issued yesterday by Presi-
dent Roosevelt and French Minister of Finance had good

effect late yesterday and press states they should tend
to bring back calm to the marketes. The disturbing factor

this morning is the behaviour of the London gold market
where Paris understands 501 bars were offered and the
Bank of England had to buy in 376 thereof. Guaranty here
has had no new instructions on gold policy and is, there-
fore, 8till inactive.

The financial counsellor of the British Embassy

here (Rowe Dutton) thie morming volunteered to me his
opinion that the French franc will not go back to the

(omission) of a week ago, but he thinks it will be more
likely to stay close to 110 to the pound. He told me
he believes this would be a wise move, in other words,
to accept the depreciation which has been brought to the
franc by the American gold scare.

END SECTION ONE.

BULLITT.

EA:LWW




PARAPHFESE OF SECTION TWO OF TELEGRAM NO. 471 of
April 10, 1837, irom the American Embassy, Paris.

S0 little margin would be left between the current rate
and the maximum devaluation rate of 112 france to the
pound that he felt there would be little incentive fer
speculation in the future franc.

Last night de Castellane, who represents the Bankers
Trust in Paris, expressed an opinion similar to Rowe
Dutton's in a conversation I had with him.

I had a talk this morning with Guaranty trader, who
told me that Frenmch contrcl came in as a buyer of sterling
lagt night at 109.20,2nd at 108.90 this morning. This
trader belleves that the control has formmulated no positive
policy, Nmxwkkkxmwex but that it will follow the market
close, intervening occasionally until a moare clear indica-
tion of the normal level is given.

Recently I was informed by Cariguel that at the first
meeting of the French Exchange Committee (set up with the

change in French policy in March), permitting the franc to

elnk immediately to its lowest legal limit was favored by
most of the members. They were prevailed upcn by Cariguel

to permit him to get in as muoh foreign exchange aeg he
could at a rate more favorable to them. He thus succeeded

(e previously reported in my cables) in rebuilding the

gold
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gold holdinges of the fund to almost fifty percent of ite
total capital at around 106 to 7. BShould enough confidence
return for bankere to again take up important amounts of
London and continental gold for shipment to New York, the

dollars made avallable therefor might so affect rates here that

Cariguel could acquire fair amounts at the present price,
or if the dollar supply is gquite large, at an even more
favorable price. Cariguel will naturally desire to keep
on rebuilding his exchange and gold holdings as cheaply
88 possible but still avoid wasting hie supply if the franc
Bhould show a definite trend toward the lower limit where
he would be obliged to hold it.

On Sunday morning I leave for EBasel. However I am
not visiting Baden Weller, where Schacht will entertain
BI8 officiale at noon (just as he entertained them at the
time of the meeting in April of last year).

END MESBAGE.
BULLITT.




GRAY
London
Dated April 10, 1837
Rec'd 10:35 a,m,
Secretary of 3tate,

Vashingtongy

209, April 10, 2 p.m,

FOR TREASURY IMi0M BUTTERWORTH,

The repercussion of the events of the past three
days is still somewhat felt in the bullion and exchange
markets where dealers are marking time, Today's gold
fixing wac unusually large and official sources wara
forsed T tai> 376 of the 501 bars offered at a discount
on the fdollar of from 5 to 3% pence, Gold futures have

somewhat improved and are now 2 pence either aide of par

for three months,

The following comment by the City Editor of the Times
may be of interest:

"president Roosevelt's statement being the first

definitely official denial that any change was contemplated

brought about a complete reversal in markets both here

end slsewhere, The rumors had gained credence for the
reason that owing to the rapdd rise in prices in America
it was known that the authorities desired to check the

movement in order to prevent & subsequent collapse, The

ramors
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JR # 209, April 10, 2 p.m,, from London,

rumors have had & salutary effect in the sense that they

have brought about a considerable liquidation of specul=-

ative positions and therefore have strengthened the
technical position of markets, A still more valuable
1lesson to be learned from the three days' events 1s that
any important reduction in the price of gold by arbitrary
political action would have deflationary effects, since
the sconomy of America, as of this country, has for the
1ast few weeks been adapting itself to the higher price

of gold and other commodities®,

BINGHAL




SOVIET RUSSIA

April 11, 1037

HM,Jr's conference with lr. Oumansky at Secretary's iome,
4, Jr suggested Russlan State Bank might deal directly in
shipping go0ld to US and avold several commieslons. Dis-
tinctly to intereste of USSR to see that gold is maintalined
ag yardstick of value and as medium of balance of psyment.

HU,Jr would like mutual exchange of views and information.

April 22 237

oumansky's return call on Secretary with answers, USSR agrees
that exchange of information would be useful anéd opportune,
and would prefer to deal directly with Federal Reserve Bank,
uld,Jr's 1dea of USSR being interested in etable gold market

1g shared by lMoscow. U3SR will appolnt permanent represen-
tative of Soviet State Bank 1n US. Qumansky sald Sovlet
State Bank would prefer to desl directly with FRBE in selling
cold end to make deposits through Bank of England. He in-
quired if earmark could be done through Bank of Englend,

WM, Jr telephoned Eccles to confirm his bellef that if Russlan
State Bank asked US to buy and sell gold, that FRB would be
pleesed to have relations with them. Ececles eald it had not
been before the Board,

mM,Jr telephoned Governor Harrison of FRB and HM,Jr put the
direct question to him, Harrison is having meeting with Bord
Directore todsy and will ask the questlon. Hp,Jr seld he
particularly wented Soviet State Bank to have an account with
FRB, :

April 22, 1837

Harrison's response by telephone to Secretary's inquiry. If
requect of Soviet State Bank approved by Board of Directors

5f Federal Reserve Systew, FRB of NY would open an account
provided certain information about set-up of bank 1s furnished.

April 20, 10837

Taylor's memo to Seeretary.reporting on conversation with
Oumaneky at lunch today when Lochhead was presenty ‘General
dlscussion of capitalism, business cyclee, ete,




April 30, 1037

pr. Hass' memo to Secretary giving digest of two articles
an Ruesian Foreign Trade.

May 11, 1837

HM,Jr's conference with Fels esnd Kelly of State Department
to Aiscuss present status of Russlan debt to US,

Ma 2

state Department's letter ineclosing copy of gentlemen's agree-
nent between The President and Mr, Litvinoff and summary of
negotations which subsequently took place with the Soviet
government with regard to settlement of Amerleen clalms,

May 28 L1037

Dr. Whnite's memo to Secretary referring to HM,Jr's conversa-
tion with Mr. Oumaneky re Russlan gold productilon.

M 28 237

Ambnseador Troyanoveky's conference with Secretary. Oum=sky
also present. HM,Jr referred to unknown quantity of Russlan
gold and again suggested free exchange of information, and
produced chart to show what happened to price of platinum.

May 28, 1837

Harrison's telephone call to Secretary informing HM,Jr that
FRE has received telegram formally requesting opening of an
account by USSR; also, telegram sald Russian State Bank 1s
sending FRB the informatlon reguested.

June 16, 1857
Troyanovsky's call on Secretary to bring answer to query of
Uay 26, USSR regarde questlon of gold production as a domestic
question, but is willing to dlscuss quecstion of movement of
gold to the world market. Troyanovsky reported his Government
ready to diecuss an sgreement to sell their gold and to discuss
pogeibllisy of making deposit of gold so0ld in some place without
sending to world market, Hi,Jr inguired 1f that meant earmark
the gold in Russia and the Ambassador sald yes.
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June 15, 1837

gtate Department's letter inclosing memorandum of information
avallable in thelr Department concerning Sovliet particilpation
in international arrangements dealing with the sale of Soviet
timber and sugar in the world market,

gune 24. 1637

State Department's letter transmlitting copy of telegram from
Amerlican Embassy, Moscow, on Sovlet gold industry. Embassy
hag learned that production of Soviet gold hes been diminish-
Ing rather than ineresging in the past 8 to 10 months.

July 8, 1937

¢ Denartment's letter transmitting copy of telegram from
lioscow, on Soviet gold production. Another gource
of informatlon says Sovet production of gold hes not egualed,
in the past 6 months, the planned increase and has been de-
creaglng ln many reglons.

July 12, 1937

Oumansky's conference with HMf, Tr, Russiesn State Bank has
eetablished relations with FRB but cone of first actual opera-
tione did not work. July 7 the USSR asked FRB to buy gold
bars from 1t which were on London market and suggesting thie
zold must not necessarily be shipped to US. HM,Jr sald he

wae wrong; & similar request from Switzerland had been turned
down. Tressury does not pay for gold delivered in London.
HU,Jr then referred to transcript of conversatlion with Ambas-
gador and discovered misunderstanding arcse from a remark by

Ll

ur, Taylor.

July 17, 1937

State Department's letter transmitting informetion from Embasey,

loscow, on Soviet gold industry and inclosing memorandum of

statements made by an Emerican mining engineer formerly employed

by Soviet Gold Trust in regard to condtions 1ln Soviet gold
ustry.




5§ p. m,, Bunday, April 11, 1837
at the Secretary's home.

Present:
Secretary lorgenthau
Mr. Oumansky, Counselor of the Embassy, Unlon

of Sovliet Socialist Republics
Dr., Herbert Fels

Mr. Oumansky: How have you been, lr. Secretary?

HY.Jr: I have been pretty well, when you conslder the
rough treatment I get in this country.

Mr. Oumansky: It 1s not the same house where lr. Litvinoff --
where we nad a wonderful evening with yout

HE,Jr: No. That was on Kalorams Road.

Mr. Qumensky: Isn't that near heret

HM,Jr: Yes; Just up a little bit. We had two evenlngs
hat were nice and T always look back ......

Ur. Oumansky: It is a good Demory.

HU,JI: as one of the most intereeting and exclilng
evente while I have been in Washinglon and 1t was Very inter-
esting, especially as I was not 1ln the Treasury. It was sort
of outslde.

¥r. Oumeneky: Yes, bul you were appointed during our stay
here, weren't you?

HM,Jr: I don't know how it came about, but the President
aeemeﬁ to think if he used me ln thal way -- and your people
here seemed to have confidence in me and so 1t gtarted. I
don't know why it started with me. I don't know. But any-
way, 1t worked out very nicely and I always look back -- some
time I hope to see Mr, Litvinoff again.

Ur. Qumansky: laybe during the Coronation?

HMY,Jr: I am not golng. As I understand, all sensible
Engllish people are leaving England at that time, renting thelr
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nousee and making good money.
Dr, Fels. Of course. I am sure many English are.
HM,Jr: The reasson 1 asked you to come is this: during
a very short period, your Government has sent to the United
tetes something like $60,000,000.

Ur, OQumansky: You mean gold?

HM,Jr: Gold. Which we have bought. Rugsian bars.
Incidentally, may I compliment you on the finenese of the
refining of the Russlan bars,

Mr. Oumensky: 1 eee.

HU,Jr: We recognize yoaur mark and take them, They won't
in England. Your bars and your silver are second only to
oure in purity.

Ur. OQumensky: I Bese.

HU,Jr:; And accuracy.

ir. Qumansky: Of the welght.

HM,Jr: Of welght, And purlity.

Mr, GWHE-EEHE.‘ I Bee,

HU, Jr: We are told there may be another $4140,003,000.
So far, all the information hae been correct, but none of
it coming from your Government, We are in the place of a
buyer, but we don't understand our cuetomer. We are furnish-
ing the dollar and we don't know the reason for 1it, and it
worrlees me, In the first place, it's en added expense 1o
our Tressury because I have to go out and borrow the money.

Ur. Qumansky: Uh-huh.

Hil,Jr: To pay you.

Ur. Oumansky: I Bee.

HU,Jr; Because we are sterilizing the gold thaet comes
in,” you eee, not to add to our reserves.




Hr. Oumansky: XYes,

gu,Jr: Furthermore, if you don't mind my eaying, the
method you are using ie very expenslive to you because you
zo through five or six hands.

Mr. Oumsnsky: Uh-huh.

HM, I} and pay commisslone over and over sgaln.....

Mr, Qumansky: I see.

HU, Jr: ..... until it arrives flnally to the credit of
the Amtorg, when you might -- the Rueslan.Stat e Bank could
io businese with us directly and cut out all these middlemen.

Vr, Oumansky: Uh-huh, Are the middlemen right here in
this countryt?

HM,Jr: Some here, and some on the other side,

Mr. Qumansky: Xes.

HM,Jr: Mr. lochhead, of my office, has all this and I
tried to get nim, but he's dowvn in Maryland. But there
are numbere of corporations thatl you use, I haven't got
211, but there are a lot of handling cherges where you
could do away with so many middlemen. Why should you use
en outsider when the Russlan Stete Bank could do business
directly? You have to come to us ultimeately, enyway, be-
cause we are the ultimate buyer and then if you dld busi-
ness with ue directly, not only would you save money, but
it would glve us & chance to prepare for 1it.

Mr. Oumansky: 1 &ee.

HM,Jr: If, for instance, you would say that during the
next week we propoee to do so and so, The Argentine Gov-
ernment, for instance, hes trangferred, I thini something
like £100,000,000, or close to that, of credite that they
had in England. My figure may be wrong

Mr. Oumansky: Yes,.

HU,Jr: but 1t's pretty nearly right =-- credits they
had in Sterling to dollars here, to pay off and refund thelr
bonds. You eee?




Ur. Qumansgky: Uh-huh,

HU,Jr: But they give us 48 hours' notlce.

Kr, Qumansky: I see.

Hi,Jr: I mean, the Argentine Government notifies us and
they notify the Bank of England that during thie week we are
coing to sell $45,000,000 worth of Sterling and buy $45,000,000
worth of dollars, and it gives us an opportunity to handle

Ur. Oumancky: It goes from Qovernment to Government? The
notification?

HM,Jr: The notification. Thelr Central Bank notifles the
Bank of England and notifies our flscal agent, which is the
Federal Reserve in New York, that this 1l& comlng.

Mr. Oumansky: Yea,

HM,Jr: And then, due to our Tripartite Agreement, 1l glves
us & cnance to handle such a large transactlon, Now, in normal
timee, when there ere no restrictlons, before the World War,

a trensaction like that would flow through private hands and
would flow normelly, but it'e unable now to do so on account
of there not belng enough foreign exchsnge to go around and
they would not have to notify us, but they would do it as a
netter of courtesy and they tell us why they want the money
and we provide 1it, because what we are trying to do -=- the
State Department and ourselves -- 18 T0 lncrease the flow of
trade and if you are going to increase the flow of trade you
have to supply foreign exchange.

I O « 0Of course.

HU,Jr: Now, in your case they use these different corpor-
atlons and dlfferent methods and 1t goes through all of t;eea
hande and we don't realize it's comlng until it's right tnere.

Mr. Oumanskv: 1 eee.

"L, Jr: There 1 no explanation. You can perfectly well
say, 'well, we don't intend to glve you any explanation, ' which

is within your right,

lr, Qumsngky: So far T have not been interested ln the
technical part of handling it. I don'® know,
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M,Jr: I think when you lock 1lnto it, you won't belleve
it thnat they ghould go through ell of these unnecessary mo-
t4one to transfer these funds and, in the first place, it's
costly, it's clumsy, and it's unnecessary, and 1t makes it
thnt much more difficult for us to keep our exchanges even.
sfter all, if the figures are correct, if your Government 1ie
+he second largest holder of gold in the world -- I mean, the
figure we have is $6,000,000,000 -- that's what the League of
wetinong and varloue people have; I don't know; we can't get
an official figure .

Lr, OQumangky: You mean output or cumulative reserves?

HU,Jr: We can't get elther. I aeked Ambassador Cavies
to get it and he could not get it. But Just let me glve you
this idea: Af it 18 true, if in both output and reserve that
vour Government is eecond in gold to the United States, then
vou are very much interested in gold. You are Jjust as much
interested as we Are.

Hr. Oumansky: Yes.

Hi,'r: And it's distinetly to your interest to see that
gold is malntained as a yardstick of value and as a medlium
of balance of payment.

Ur. Qumansky: Of course, it 1s the medium for our foreign
trade.

HM,Jr.: All right. But up to now, I am doing thie -- I
mean, 1 want to give you my thoughts

Hr. Oumansky: They are very interesting.

~ HM,Jr: ...... with the hope thet out of it willl come some-
thing constructive.

Mr. Oumansky: I see.

Hi,Jr: But where your Government hae such a tremendous
stake -- you understand what 1 mean? ...-.-

Mr. OQunmansky: Yes. Yes.

. Jr: ... 30 this mresent medium of exchange in the
worlid -- gold -- then it 1s to your interest to cooperate
ancd make gold valueable and not to do everything possible ....

Mr. Oumesnsky: To depreclate it.




-

H,Jr: Yes. That'e the whole story.

Ur. Oumansky: You exprese the ldea perfectly, Ur, Secretary.

HM,Jr: Well, you cen eay, 'If you don't wanti to buy 1it,
s11 right,'and so forth and so on. 'How much gold we have
is our buginess. How much gold production there is, 1s our
pusinege.’' That's a2ll right; if that's the position of your
covernment, all right. But it seems to me that the contrary
should be the answer,.

Mr, Oumaneky: I understand perfectly.

u. Jr: It seems to me that not only should it be so, but
X will 20 a etep further -- I think the Russian State Bank
shauld have here -- should send here somebody who could under-
etand what we are dolng; what the Tripartite Agreement 1s;
what it meane; what is there 1in 1t for you?

Mr. Oumansky: The Tripartite Agreement came as a surprise
for us.

Hil, Jr: BSo dldlt for everybody because if it wae announced
your friend, the French, and our friend, the French Government
would not be there any more. After all, let's be frank: the
Tripertite Agreement saved the Blun Government.

ir. Oumansky: Oh, yes!

Hil,Jr: And they have sald so often end if it had been
snnounced, the people who objected the most didn't know about
it and they were the Germans. They were the most outraged
that such & thing could happen without thelr knowing about 1t.
But I need not tell you thet 1f you wish to successfully con-
clude such m agreement, you can't tell the world if one member
ts in financlel embarrasament, This thing was in September,
You take, for instence, take the Japanese Government. The
Jepenese Government sent thelr embassy and theilr financlal
mission and made an exhaustive study of whal we were doing
because I think 1t was on the 12th or the 8th of January that
they put in temporary exchange control. They Just stopped.
They wouldn't pay any forelgn commitmente and dld not for six
weeks, They made an exhaustive gtudy of our arrangemente
here, 11 the information that they wanted, as

been gradually sending gold here
to keep the yen steady and they are taking advantage of this
world situation to keep the yen steady. They haven't made
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any egreements. we haven't any agreement with the Japanese,
but they realize that gold is the medium of exchange.

Ur. Oumansky: Xes,

HU,Jr: And they want 1o have the yen steady.

Mr. Oumaneky: I see, May I ask a questlon.

HU,Jr: You may agk five.

Ur, Oumansky: You mentloned the sum of $60,000,000 worth
actual gold here already. In what period of tlime?
HM.Jr: I would say during the past month.

e

Mr, Oumansky: One month?

Hii,Jr: That may be & 1ittle longer or a little less; 1if
anytaing 1t's a little lees.

Mr. Oumansky: What was the moment that you learned of the
exlsting procedure?

Hi,Jr: I am s0Iry. I do not guite understand,

Ur. Qumansky: You eald thst you learned that the shipment
made too late, beceuse 1t EOE€s through so many hands.

HU,Jr: . In fact, I don’t think we actually learned about
untll we bought the gold.

Mr. Oumansky: 1 see. °

HH,JT; And I am not even sure whether we knew about 1t
until the first Russian bars arrived.

Mr. Oumansgky: You have to buy 1t because of thls necessliy
of sterilizing gold?

HM.Jr: We have announced to the world that we will buy,
u?t}i Further notice, all gold offered at $35.00 an ounce less
1/4%,

Mr, Oumansky: Yes.
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Hl,Jr: , Then, under the present system, 1if we buy
100,000,000 worth of gold we sterilize that gold end, there-
fore, in order to sterilize it we have to go out and borrow
$100, 000,000,

Mr. Qumensky: Which is a burden for the United States
Treasury.

Hi,Jr: It le a burden. But thaet 1is incidental to the
whole pleture.

Mr. Qumansky: 1 see.

HUY,'r: What I am trying to do here is my part, outelde
of The United States, 1s to maintain an even flow in foreign
exchange and if I can do that, then our State Department can
go ahead with their trade negotlatlons, but all the trade
negotiations in the world won't work 1f I want to sell you
come tractors or you want to sell me some lumber, I have to
pay you or you have to pey me, and you want to be pald 1n
uoney whieh 1s as near an squal value from month to month
and year to year. Now, the medium of balance of payment
ls gold.

Ur.Qumansky: And this is correct, eepeclally as applied
to our country because, as you kEnow, our whole trade or almost
+he entire trade with this country 1s on the cash basls.

Hi,Jr: Yes.

Ir. Oumansky: And we have no difficulty in meintaining 1%
at this haaig ecause I think At has created .....

HU,Jr: But it's much more important -- it seems to me it
is much more important than just & little trade.

Mr. Oumensky: International repercussions.

HU.Jr: Tremendous.

r. Oumansiky: Of course.

HM,Jr: And your stake in 1T in the future 1is Just as great
as ours and you are Just as much interested whether we can
continue the 355.0&& an ounce. You are far more interested
than any other country because you have the gold.

Mr, Oumansky: Exactly;yes.
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HM,Jr: England, South Africa, Russia -- you are far
more interested, You have got the gold. You have got
the ellver; the platinum, and inetead of, through misunder-
standing,having constant frietion, what I would like to
nave i1s an enlightening exchange of views.

Ur. Ounansky: I see, DNow 1t 1is obvious that everything
you eay tvo me now will be transmitted to Lioscow. I will do
this and I think they will understand perfectly the implica-
tion of this. May I ask you now, 1f poseelble, first, since
I do not know how we handle 1% technically. I can find this
~ut 1ln Mew York how 1s it being done by us now, and since you
say this, Mr, Secretary, 'you don't understand', why there
must be some technlcal resson, but why does 1t pass through
so many hands?

HM,JX: That's what we can't underatand.

Ur. Oumansky: . For instance: the gtate Bank -- we have
some peyment in thls couniry, The State Bank sends X million
dollars in gold bare to, say, the Chase National Bank in New

York. How is it being handled?

e, Jr:; If you don't mind, find out for yourself. It will
be & very interesting story. But find out for yourself, you
see, if you don't mind.

Mr. Qumansky: I will do that.

HM,Jr: And then-ask them if the story 1g true that we are
told thet they are sending this gold down in small flshlng
boats.

Ur, Qumansky: Well:

HM,Jr: From the White Sea.
lir, Qumansky: From the White Seall
DY, Fels: 1 think Archangel.

Ur. Oumansky: Archangel!! Archangel 1s frozen now.

Dr. Fels: I wouldn't say 'flshing’ boats, but small boats.

Mr. Oumangky: To London??




Hi,Jr: To London.

1y, Oumansky: That surprises me very much, because know-
ing the conditions, the only port we have free of ice in
~inter 18 movements,or export, of lumber and, How do you
eell 1t in English? Appertite? Fertilizer.

Dr. Feis: In English it 1ls very cloese. It's appertie(?).
Phoephate rock, I think they call 1t.

'r, Oumangky: Then I will find out how we do 1it. And
then my next question, if you will permit me, I see Lwo Bug-
zestions or two posslbilltlies. First, a flnanclal repre-
-entative of the State Bank -- a8 we have, by the way, 1n
parie, if I am pot mistaken, end in London; we have none
here. That is correct. Second, mutual exchenge of vlews
and information, What is the maln point in this sense, Lo
erow when we are going to ship and how much we are going to
ship, or what would be the practical ....

Hii,Jr: The way 1t would WOrkK.

lr, Qumansky: I am asking thls, of course, for informatlon.

#{.Jr: The way it could work would be, I mean this would
would be the wey it might work -- that the Russian State Bank
would notify our fiecal agent, which 1s& the Federal Reserve ...

Lr. Oumansky: XYes.

I, Jri..s.. Or the Bank of Englend

Mr. OQunmansky: Yes.

HM,Jr: .... elther ones '"We have $10,000,000 of gold bars
that we would like to preeent and we wish to sell them for

LY

Sterling in London or dollars here.'

Mr, Qumansky: Yes.

HU,Jr: '"We will deliver them in London to the Bank of
Engiﬂnﬁ and ask them to forward them for us or we will send

them direct.'

Mr. Oumansky: XYes.
HM,Jr: And then what you would do, you would have an




account the way I think, I don't know how many, 20 - 30 - 40
OLhel .eewee:

Mr, Qumangky: Katlons?

HU,Jr:; Natlons have with the Federal Reserve and we would
depoeit the money there to your credit.

Mr. Qumansgky: I see.

HUM, Jr: And you would draw 1t out as you needed 1t. or
you could deposit the gold with ue for earmarking.

Er. Oumansky: I see.

HM,Jr; The way we do for other countries; not gell it, but
Just have 1t here.
Ur, Oumansky: I see.

HM,Jr:; And as you need the money you could sell it, but
you have actually so meny ounces of gold deposited and under
the recent =- which has not been announced -- but another ad-
vantege under this agreement, gold earmarked here for any of
these five countries, we permit them to swap between countries.
For instance, 1f England as 1,000 ouncee of gold here and
wishes to transfer to Holland, they can Judt do 1t as & Dook-
keeping operatlon, They can transfer the gold from one to
another, Just on our books, §o there you could have your
money here and we would lnow you would be conforming to what
other Governments are doing. It would make us less Nervous.
You might express,or miglt give us your views, SOme W&y, how
you feel sbout gold, the way we have publiely, the way we feel
ebout foreign exchange.

Mr. Oumansky: Yes.

HU,Jr: As far as 1 know, the Russlan Government has never
expressed a view about gold as a medium of exchange.

Mr. Oumansky: With one exceptlon. Only indirectly, of
course, concerning this question waes a stetement you may have
seen. + was sbout November, 1036. A etatement by Hr.
Rosenberger, the Foreign Trade Commissar, on our Torelgn
trade principles, where he saild thet old schemes of currency,
old ourrency schemee are obsolete to us. We have gold and
gold enough, but we will not waste it because we most always
keep ln view an emergency situatlon. That was the only




officlal statement.
HM,Jr: I have not seen 1it.

Ur, OQumaneky: He sald, We have all the necessary pre-
requiclies to pay cash for things we need, but of course
we would not be extravagant because we cannot waste 1t.
Something of this kind. I will be glad to send 1t to you
and to Mr. Fels.

HM,Jr: The other thing I would like to ask, 1f the 1n-
formetion 1s correct that you are going to bulld up & balance
of £200,000,000, I would like to &sk the purpose of that,

Dr. Fels: That partly due to the fact -- lr. Oumansky
might know -- that this accumulation of foreign holdings 1in
tnis country has reached a total of §8,000,000,000 and has
become necessarily a moet important element in every phase
nf both trade and monetary .....

Mr,Qumensky: Our share in that §8,000,000,000 would be
a very modest one.

Dr. Feis: I am just asserting $200,000,000 and perhaps
8200, 000,000 --- well, in order to know what the problem 1s
+he more informatlon we can get from any and every source as
to the nature of those deposlite .....

Hil,Jr: Look what we did in silver, for instance. After
the moet strenuouse time time and pacing the floor at midnight
and pulling out the little halr we had, we have been able to
esteblish a steble market for silver throughout the world.

Vou are interested in that, Take Turkey, for instance. DBe-
cause sllver has been steady at 45 cents for a year and a half,
Turkey is beginning to coin large ellver money. Turkey 1e

one of your blg customers. vou are interested. But we have
done 1it. wWe ere doing the same thing 1in gold. You have got
Juet as big an interest as we have 1in eilver and in gold and

I think thst you ought to cooperate with us in making thls
money, this metal, valuable instead of possibly,through lack
of information, makling 1t cheaper. It ie & very important
questlion,.

Ur. Oumansky: I underetand perfectly, lr. Secretary.

HU . Jr: Then the whole question comes up af neutrality --




the whole question of neutrality. I am no diplomat. The
Luga of Russia having $200, 000,000 or §$500,000,000 here, cash,

for what?

Mr. Oumansky: Neutrallity legislation 1s not very encour-
aging Ior our trade.

think you are interested in world peace,

Ur, Oumeansky: Of course.

Hi.Jr.: We are too, The whole thing is o important
that lnstead of our DElﬂt in complete ignorance, we think
thet the Llme has come when we should exchange lnfarmatian
anc we certainly will extend the same courtesies to your
Government as we do to other Governments, but we have never
been asked. We have never been approached by the Russian
State Bank,

or. Fels: I wonder 1f lr. Oumansky has seen the guerterly

reports the Treasury is now getting out on foreign capital,

r, OQumaneky: I have not seen them.

(At thls point, the Secretary instructed that two coples
each of the reports be sent to lr. Oumansky.)

Drr. Fels: ..,. full and detalled plcture,

Hild,JI': And we are the only country that heas.

Lr. Qumansky: he press here and ln llew York asked me,
the end of this lest week, a questlon asbout alleged shlp-
ping of §10€,000,000 -- a report by the Evenlng Journal in

Hew var-

HU.Jr: I made no comments on it of any kind.

Ur, Ounansky: They asgked whether it 1s true that some
representatives asked a gusrantee of the price of $35.00
would remain for the next 80 days, or something.

Dr, Feis: I think it was in the Times, or one lmportant
morning pager -- maybe the Journal of Commerce or the

Hersld Tribune.
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ur. Oumansky: We had no authority. we were not
agked nor was Amtorg asked 1o ask any questions of thle
kind.

HU,Jr: 1 Jjust want to say it 18 to your interest to
to keep gold valuable Just as 1t 1s to us.

ir. Oumansky: I understand you perfectly, Ur. Secretary.

. HU,Jr: And for the time belng, thie Government happens
to be making the price of gold. The time may come when
somebody elese can make the price, but for the time Delng
the gold and silver price ie kept stable only for one reason
and that is because the United States Government makes it
stable. And let me gilve you one oLaer thought: for you
people to send all thig money over here without knowing
our poliey -- I mean, any moT'e than I would want to buy an
interest in a company

Ur. Oumansky: Without knowing the policy of that company.

HU,Jr: You have no jdea. You don't know how 1t works. You
have never asked me. Would I buy 10 shares 1in General lotors
without wenting at least to Know how many or wnat kind of cars
they meke; how many evlinders; what kind of engine; &t leasti
I would like to look under the hood.

yr, Oumansky: I understand it perfectly. I will both
refer and investlgate, because 1 know nothing about the pro-
spdure we are using.

HM,Jr: You will be very intrigued. vou really will be.

Ur. Oumansky: There must be some reason which I do not
know.

HM,Jr: And, as I say, any snformetion on how this 18
nandled is avallable to you just as it is to any other Gov-
ernment.

Mr. Qumansky: I see.

HM,Jr: All right.
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I ecalled Mr. Bolton at 11189 today. Things looked much
quieter, he said; the market had been mmall in Londom for both dollars
and the frame. BStability was slso reasserting itself in the gold mar-
ket where very little business was done after fixing, with the priece
up about one pemny. Praectically all the gold svailable came from de-
hoarding or else was nevly mined. He had heard of no more Russism
gold in the market for the last few days. He had heard of four or
five small buyers, none of them dealing in a very large way; never-
theless, this helped to give the market a steadying appearance. He
himself had taken about £500,000 worth of gold today and £1,000,000
on Saturday. I mentioned that three or four foreign cemtral bamks
had released gold .ﬂ_ earmark on Baturday in a total samount of about
$6,000,000. That looked to me, I said, as though at least some of
them were switching from earmarks in New York to earmarks in Burope,
which, after all, would be quite a profitable transaction snd, inei-
dentally, add to the stability of Ihlf:lilt there. As far as the (
Ewiss were concerned, Bolton thought, releases in New York were
probably for the purpose of supporting the Fremch franc as the BSwiass
had also released about £800,000 altogether in the last few days in
London. The fact was that the Swiss frane had never quite recovered
from the effect of German sales some four weeks ago, totaling
£00,000,000 Swiss franecs, in comnection with the foreible repatriation
of German capital.

I %old Bolten very comfidemtially of our exchange of eable-

Erams with the Belgisn Natienal Bankj he seemed to think that the
Belgians® cable to us was sent as a preparatory measure in case the
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hpril 121 1'93'?

H, M. Jr. called the President. "I want to tell you what
<ent on behind the scenes yesterday, Eccles' man, Elliott
Thurston, gave out this statement to the boys about lnterest
rates, etc. BEccles had not known it. At my Press Conference
they tried to drive a wedge between Eccles and myself and I
think I handled it all right. That 1s why there 1s all this
ctuff in the papers. This fellow Elliott Thurston has made
& lot of trouble for both Eccles and myself and I think that
Eceles is now on to him.

"T thought you were marvelous with Kennedy yesterday.
[ am too trusting. I never suggested that he should come
with me to see you and you didn't have to signal to me twice
to keep guiet. I got your signals. You were very firm and
“hen he went outside he said, ' after what the President tells
me I will have to wait until Monday and then I will get drunk?.

"o one will get the plan out of me until you give it out.
Our bond market behaved very well yesterday. If you are not
busy tomorrow I have a few more things I didn't get to clear
with you yesterday".




April 12, 1937.

G:30 A. M.
GROUF MEETING

Present:

Mr. MgReynolde
Mr. Upham
Mr. Lochhead
Mr. Bell
Mies Roche
Mr. Haas
Mr. Gibbons
Mr. Gaston
Mr. Taylor
Mr. Oliphant
Mr. Magill

H.M.Jr.: Good morning, everybody.

Gibbonsa! Got somebody docking thle morning?

H.M.Jr.: Henry comes in from Bermuda. We didn't do
anything, but he gent Mise Wale a cable at
the dock to meet him.

Gibbonse: What time does he get 1n?

H.M.Jr.: Nine o'clock. You know Miss Wals.

Gibbons: Yese. Ske'll see.

H.M.Jr.: What?

Gibbons: gurely, that'e 0. K.

H.M.Jr.: But I didn't think of 1t. I mean lat - he'll
get through all right.

Gibbons! vou've got to determine now what is "aged and
infirm." We got a regulation now that if you
are aged and inflirm, you can be expedited.

H.M.Jr.: Well, this 18 - we'll let him g0 through the
ropes.

Mac?
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McReynolds: They're going ahead with that thing very satls-
factorily. The men over there are working with

fauplea. I had a long telk with Peoples about
t.

Well, 1f I had the time - I don't know whether

this ie good discipline or bad discipline - I'd
like to get Peoples amd the group over here am
Just give them hell that such a thing could go

on in Procurement.

McReynolds: Well, they had - it'se been long since fixed, as
far as the possibillity of that 1s concerned, seev
That was back in '35 when they took over the
Resettlement group and this wae the Resettlement
group until they hed merged 1t into the regular
procedure. But I'm checking that. The boys are
going through a review of all their procedure.

H.M.Jr.: May I keep thle?
McReynolds: Yes.

H.M.Jr.: What I want to do 1s - before you people throw
stuff at me - I'm golng to practlcally make no
appolntments this week for anybody and I'm Jus%t
going to think of nothing but budget, so - I
mean whatever anybody has got to shoot at me
will have to be in the room and I'll do what I
cen, but outelde of that - I'm golng to seay what
1g frank - I've got for the budget. BSo we'll
keep the Treasury rolling but I'11 Just have to
take as little outside stuff as poselble.

But that 1s rolling (McReynolde)?
McReynolde: Oh, it's on its way. It's on the wg .

H.M.Jr.: Now I spent Sunday - Saturday afternoon, Mrs.
Morgenthau and I, with Mr. Ihlder md I've
agked Mr. IThlder to come to the Treasury and
glve us half time at our expense beglnning
today, which he's agreed to do. I went around
and saw the work and I guese there's no quee-
tion that - Mrs. Roosevelt confirmed this -
that he 18 the only man in the United States
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that has been sble to do slum clesrance.
There's no other place. And he's got his
feet on hie ground and he knows the vslue

of money. I've been within a hundred yards
of the Capitcl and I've seen the worst slums
there are. You can stand there and gee thease
thinge. And I've been to Hopking' place. We
went all through the thing. I've been out to
thoee - pomething heights whe re those ghacks
are - Marshall Helghts.

But anyway he's coming. Now I'd like to get
him started. I'd like to teke and get every-
body in here - take fifteen minutes to get him
started, see? B0 let's say thie: that at
three o'clock..... And you (McReynolds) phone
him; I don't know what he's paid, but we pay
him half whatever he gets. And fix him up with
an offlce.

Let's say three o'clock. Now who ls 1t that
worke on this thing?

Bell: Patterson hae been working with Mr. McReynolde'
group on Wagner housing.

H.M.Jdr. ! You want him to be in for fifteen minutes?
Bell: Well, I'd like to be 1in.
H.M.Jr.: Let'es see how 1t 1s.
Bell: I thl nk moat of my time might be taken up.
H.M,Jr.: Well, eend somebody in.

George?

Unlees you want me, Lindau has been working on
it.

Well, you better come in for fifteen minutes -
Just listen, get this thing etarted.

He hae submitted to me a memorandum on the
Wegner Bill which pointe out some defecte.




Olliphant:

H.M.Jr.:

TR L

Well, I don't want to g0 into the whole thing
but I've worked out an idea of my own which
Mr. Ihlder sald - while it'e new, he says he
thinke I'm on the right track. And that is to
make the communlty buy the land and overcome
thie question of

Eminent domain.

«+s+ Eminent domalin, and then work from that.
Start with that rether than - and the Federal
Government do the bullding after the community
telles us what thelr needs are. But overcome
all this local graft, see? The Federal Govern-
ment - I mean they tell us what they need and

we build 1it. But the community buys the land
and then we have - then he's going to work thie
ldea that out of that maybe we can gell a mort-
gage agalnet the property and make the property
carry ltself, see? But he says it - he cer-
tainly thinkes 1t's worth-while. And it's never
been epproached from that angle. It's always
been that the Federal Government buye the land
and then subsidizes the locallty to bulld the
building snd the more subsidy the more expense -
Just a vicloue circle, snd there is no incentive
to save money.

But he certainly has got his feet on the ground,
end anybody who hae time to go and spemd two
hours with that man - it's certainly worth-whlle.
Now have you got anybody, Miss Roche?

Mies Switzer and I have both been working on 1t.

Would you like to come?

I1'é appreclate coming in very much.

All right.

I've been very interested in that section, sir.
One of the elevator boye, two of the messengers
here have been definitely wanting to get 1ln on
thie slley dwelling thing here. They had over
six hundred epplicetions and they wouldn't con-
sider anybody who was getting less than 21500




& year, on the baslas that unleess somebody got
§$1500 a year, they wouldn't be sure to get
thelr rent paid. These boye are only getting
around $900, so all that group hae been elimi-
nated - all your low income group is out.

Well, of course, for the Hopkins' place, the
rent 1s $25 a month.

Yesn,

That's what they charge.

$26. And the least these boye can get they
tell me is $47.50. Now they have to pay that
anyway. But even $25 - they won't take a bet
on anybody who is getting lese than £1500.
And as the boys say, they have to pay their
rent if 1t 1s $47. It's interesting.

It 18 interesting.

But the other question is: How much would
thie be a subsidy in place of the lease?

I mean I've gone pretty far in thie thing
end I think in Ihlder I've found the best
Mman .

Roche: He's good, but...
H.M.Jr.: I know.

Roche! But those are Just the facts that the low income
groups are up against.

H.M.Jr, But at least in Ihlder we have a man who le
sympathetic and who knows the stuff,

Roche: And a realist.

H.M,Jr.: Very. And he isn't & truckler. There 1s nothing -
he doesn't kiss your toe at all or anything llike
that, I mean he looks you in the eye and talks
straight from the shoulder, I mean he's & real
person. 1 was very much impreseed with him.

eI S




Well, anyway, anybody who 1s interested 1ln
housing - I'1ll put it that way - cen be here
at three o'clock. It will only run fifteen
minutes.
McReynolds: 1'll have Barton here and Max Dunning.
Oliphant! How about Clarence?

H. M. Jr. ! Anybody who ie interested.

Cy, I think you better get on a trailn this
afternoon and go out vieiting some banke, see
how they feel - what this talk ies about thelr
profite being wiped out in small banks, etc,
Work out a trip. I'd go out in the fleld,

Upham: Any particular section?

H.M.Jr.: I don't care, Call up the Comptroller or
FDIC or some place snd find out where the -
I mean go to the good, bed and indifferent,
see?

Upham: All right.

H.M,.Jr. You cen etart at 8t. Psul and work down or
something like that,

Uphams: (Node yee)

H.M,Jr.: But I'd stay on it for a week. And send me a
air malil letter every night. Go in right in
the bank and te=lk to them. What?

Upham: Surely. g

Becsuse I'd like to know just how some of these
fellows feel - I mean sterting with a fellow
1ike Brown of the Firet National, down to the
fellow that has maybe & couple million dollars
worth of Governments, five hundred thousand, I
mean I think you'd better make another field
trip.

.
All right.

And if 1t is important enough, you can phone me -
if you have something important.




H.M.Jr.:

Bell:

HM.Jr.:

McReynolds:

= =

There wes an extremely interesting resclution
pasged by the State heslth officers at thelr
conference which bears on this full grant-in-
ald program which I though might be of inter-
est, It escaped press notice; I don't know
whether they got the significence of 1t. But
with all the violent antipathy to any Federal
rezulation or conditions on grante to Stetes
that the other groups that are handling soclal
security have had, 1t was quite interesting
thaet af ter a year of these practlically uncon-
ditional grants thaet we have given to the
Statee, they unanimously thlie year, after they
had canvassed the difficulties we had had in
places, voted a resolution approving condl tions
being put on the funds by the Federal Govern-
ment - the Surgeon General in thies ilnstance -
and assuring proper type of personnel and proper
uee of the funds, 8o that you have at thelr own
suggeation a very ilnteresting posslblility for
guiding the program further, and 1t developed
right out of thelr own group thinking as a re-
sult of sub-committees canvassing the problem,
80 I thought 1t was quite encouraging from a
Federal-State relationship. It might be of
interest. That's about all.

I have geveral other things that I mlight put
in & memorandum thie afterncon for you.

* Den, will you stey after this meeting? Anything

you want to eay?

No, I think not. I have a letter whlch I'd like
you to look over.

Now there wae & letter - probably 1t went %o
Mr. McReynolde - a letter asking heade of the
Departments to canvase the expendlture situstion
for the next three monthe.

Yes, I got it Saturdsy morning and sent 1t out
to be circulated through the Treasury. That was
just a Treasury letter of course. That was your
letter. That was the letter of the President;
1t went to all other departments, I think.




H.M.Jr.:

McReynolde:
H.M,Jr.:
Bell:
H.M.Jr.
Haes:

H.M.Jr.:

Haaa:
H.M.Jr.:
Haea:

Gibbone:

H.M.JdT.:
Gibbone:
H.M.Jr.:
McReynolds:
H.M.Jr.:
Gibbone:

H.M.Jr.:
Gibbone:

McReynolde:

I'd 1ike to see it. You bring it in afterwards,
will you?

Yes.

Anything else, Bell?
No.

George?

I have nothing.

Well, ndw, your '37 figuree are through. What
about your '387

We've got those through too. Ros there.
What?

Mr. Magill has them.

T have nothing but personnel, which I have to
make a study of with Mac, 1n Customs. That's
the only..-..

What did you do about a successor to Flynn?
He's already appointed. In New York?

Yes.

Cleared 1it.

Did you clear-it?

Yes, it's cleared. Jim turned me over to Vince
Daley and Vince sald - well, Civil Service, they
hed no interest in 1t.

Flynn called up?
Ed Flynn is not around.

He may be out with John. I don't know. They
couldn't find him.
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Gibbons: S0 they Just simply sald that it ween't a
place they were interested in, and nothing
more than if there was a place for an ap-
pointment and two men. And Vince sald that
if they wanted a Democrat appointed, they
wouldn't go that far, they'd come to me or

g0 to you. So he sald, "We haven't any
interest in who 1t is."

HM.Jr.: 80 1t's cleared.

Glbbona: Yeas, 1t was absolutely cleared. I got him
on the phone the eame af ternoon.

H.M.Jr.: Same day! Marvelous!

McReynolde: Well, 1t was hot - needed to go. That thing
had been running loose end.

Gibbone: We had & situation - Harry Durning had a health
survey made of his inspectors and guarde and
people like that and they got everything from
arthritis to erysipelas, and yet the Civil
gervice says that unlees they fall down, you
can't get rid of them; they must dle 1n thelr
track. One fellow out in San Francisco, a
laborer, had no toes. I'm asking how he got
in the service. They want to promote him to
a guard, I turned 1t down. So thoee are Jjust
aome of those - Just minor personnel matters.
But Civil Service - sbsurd you know in thelr...

H.M.Jr.: Herbert?
Gaston: I haven't anything.

H.M.Jr.: Wayne?

Teylor: 1 got a reply to that neutrall ty memorandum that
you sent over. gshall I talk to Herman aboutl that?

H.M.Jr.: Yee, will you? And vhen you agree on what ection
I should take, will you telk to me¥

And after Miss Chauncey hae written up her notes
of yesterday afternoon, ask for them. I won't




Oliphant:

H.M.Jr.:

0liphant:

H.M.Jr.!

McReynolds:

Oliphant:

H.M.Jr.

Oliphant:
H.M.Jr.:
Oliphant:
H.M.Jr.:
Oliphant:
Maglll:
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gay what they are. Just ask for them. I'd
1like you (0Oliphant) to see them 1too, and
Archie and George. Just take a look. Any-
thing elee?

That's all.
I didn't want to bother you. Herbert Fels

was there. You sald you needed Saturday snd
Sunday. Herbert could have killed me. I

made him work moet of yesterday.

I've got some item of rews on the E. M. Smith
tax case in Los Angeles.

Pardon me?

Item of news on that E. M. Smith, Los Angeles,
tax case. There's one thing - 1 would like to
have five minutes with you and Mr. McReynolds.

All right. I'll Juat make a note.

Well, Graves will have a memorandum some time
this morning that you (0liphant) end I will
want to look at.

Yes, I know, but it's more general. Better
thie afternoon than this morning, because we'll
get some oritical information at lunch.

Critical? Well, why not say - we'll have that
ngO" at three fifteen?

That'll be fine.
What?

All right.

What else, Herman?

That's all.

137 and '38, There's
I presume, to thrash

1 have these egtimates for
some questions of polliey,
out with Bell.
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H.M,Jr.: Well, let's have Bell and Haes and you stay
right now,

Magill: All right.

I 8lso have this report from Charlie Rusgell
a8 to what hie check in these larger districts
shows, and there's esome very funny thinge. It
will teke some study.

Well, I'd like to go into it right after this.
As I understand, the actuariel group will not
be in this morning.

Magill: That'e right. Tomorrow morning.

HM,Jr.: Maglll 1s out et ten thirty so I'11 have the
whole morning free. We've got Rellroad Retire-
ment down....

Magill: That'es tomorrow. Better put your ten thirty
there tomorrow if you can - the same story as
Today.

I'11 try to. I'll put you down and we'll see
how we go.

Mac, call up Secretary Wallace's office and say
I cean't come to - I'd better do it myself. I'll
call Wallace. I mesn I'd better say why. You
(Magill) stay now,

All right. I'll etay now.

Now thie ig the way I'm working. I mesn we've
got that stuff. That's what I told Haze yester-
day - for the purposes of this week we've got

to take as our estimate the money that has come
in.

0liphant: That's right.

H.M.Jr.: And we can't say "Well, there's scme buge in thi s
thing and if we cen iron those out, maybe we can
get another fifty or & hundred million." Bo what
I am doing this week is being as practical as I
can, and then if we diescover some new gold and




Oliphant!
Maglll:

18, |

we think maybe we can..... But I'm not going
to be in a position again that I teke Wallace's
word that the unjuet enrichment tax 18 going
to give us a hundred fifty million and we get
one million.

S0 in preparing this thing - I telked to George
yesterday - we're golng to take the figures as
they are. Now if there ls anything better, why,
that'e manna from heaven.

S0 this thing here of going into the bugs in
thie thing would be second.

We'll have time to develop 1t.

I want to develop 1t somewhat with Russell
anyway.




Fresent:

Bell:
Magill:

H.M.Jr.

Maglll:
H.M.Jr.:

Maglll:

April 12, 1937.
10:00 A, M.

Meeting on Revised Budget Estimates.

Mr. Maglill
Mr. Haas
Mr. Bell

I may Juet give you this figure; I think you
will be interested in 1t. A hundred ninety-
three wealthy individuale in these six die-
trictas - the dividende which-they received

tnoreased in 1936 only 13 per cent over what

they received in '35 according to thelir
returns, *

What per cent?

Thirteen. That is - there is something funny
somewhere.

Well, my guees 1s - I mean 1% should be nearly
double.

As I was saying....
It should be about double.

The other thing that strikes you about 1t, on
the large corporations which were widely held
there wae an increase in the dividend credit
which they took of only 11 per cent, and 1n the
large corporations which were closely held there
was an increage of 47 per cent 1n dividends.

Well, when 1 say 1t ought to be double, 1 am
conservative, It ought to be more than double.
But anybody that had Just an average Tun of
atocks last year - hig dividends ghould have
been double, Just about double.

Well, there's some - there's some buge in there
eomewhere.

* Mr. Magill lster advised reporter correct figures were:
13 per cent more net income; 1 per cent more dividends.
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Well, you're going to get those returns out.
Yes.

One hundred and how many richest people?

One hundred and ninety-three.

And the returns were only what?

The dividende they reported lncreased from

88 million to 101 million, which is 13 per
cent.

I'd like to epee some of thoee returns. Have
you eent for them?

Yese, we've already started in to make a qulck
examination of all returne of individuals with
£100,000 or more.

Have you got enough people?

I'm going to find out this morning.

All right.

Now let's have a little campalgn program.

meen let's start with Dan. After all,

What do you need from the Treasury that you
haven't got?

The estimates of revenue and en explanation of
their estimates.

Are you talking '377

Both 37 snd '38.

Well, all right. Now when 1s he golng to get
117

Ae soon as - Hoe will probably want to talk to
me for awhile. I have transmitted them to Roe
but he usually wents to telk to me a little

about 1t. I don't know how he feels about it.
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I've got these estimates for '37 end '38 and
also the explsnations. I had '37 up in

New York over the week-end. I got '38 thie
morning.

Well, now, I think there are one or two ques-
tions of policy that we can thrash out right
here, and there are some detsile that George
and I may want to talk about.

I've got ell the time you fellows have.

Speaking to '37, what George has done, I think,
18 to meke a quite conservetive picture as I
see 1t of whet we are likely to get except I
would think in the case of estate taxes. That
g, my own feeling would be that it 1s specula-
tive whether the egtimates of revenue - or
whether the revenue asctually recelved will not
be lese than what thie revised estimate shows.

Woll, I ..«

Now the reason for that ie that there was a
postponement of the perlod for f1ling returns,
from twelve monthe to fifteen months, and we
have no very good way of gZeuging wvhaet we are
going to teke in in the next three months.

If it came in on a proportional basle to what
we have recelved during the past nine monthe,
we would get lese than what this revised esti-
mate shows. On the other hand, there le some
reason to expect that we might gel more than
what we have been gettling.

Well, may I glve you my philosophy on this -
wvhich I've done ever since I've been here,
and this doeen't check with the Prealdent
and T can't help it and I'm not going to
change myself. My instructione have been
sver since I've been in the Treasury on the
estimate that there 1 an upper ama lower
figure - always take the lower one. Now I
told that to George. I mean 1f they say,
"Well, we may get belween a hundred and a
hundred and fifty million dollars® 1 say,
"Well, how do you arrive at a hundred?"
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"Well, if you eliminete all the poselbilitles,
we'll surely get a hundred." So I've told him
right slong to tske the lower figure, so if
there is any queetion.... Now that lan't what
the Presldent told me but I can't help it. I
mean I'm not golng to chenge to make the pilc-
ture look pretty at this stage. I've never
done 1t, end therefore - after all we've been
right up to now. S0 I'm goilng - 80 in working
on thie thing, I want to show him that every
dollar thet we can - we'll come se& near as
poselble ssyling, "Well, Mr. Precsldent, we are
poslitive of thle much revenue."

Well, George, am I right in thinking as I go
over thle that theese various estimates except,
as I eay, in the ceege of the estate taxes, are
really rock bottom figures?

Yes. I'll explain. I called up Helvering
Saturday - you (H,M.Jr.) weren't here and I
thought Just for a - and asked him if he had
aome thought on eatlmates from some people
over there in the different divielons. BSo

I hed them come over Saturdey and we had a
conference. 8o they went over these estli-
mateg. I don't feel any better than I did
about having them, but I feel we at least
hed them over.

Well, it's very lmportant, because Helvering
goes to the Presldent end glves him an entirely
dif ferent pciture.

Now let me tell you about it. That girl came
over who is some relative of hlis - made those
egtimates - and the other people, Self and
another men, disegreed with her,

Mise Wetherton.

Migse Wetherton - dlsagreed sabsolutely, and they
thought for the basis of receipts we'd better
go to these figures which we've got.

Now mey I interrupt? Now listen, Maglll, before
these go to Bell, I want Helvering to slgn thls




thing, eee? And 1f you will hold it up until

he does.... Because Bell and I cen't go over
to the Preslident and esy, "Here are the things."
And the first thing he'll say, "What about
Helvering's figure of 350 million?" And I want
to eey that Helvering has seen thie and agrees

gn 1t, ec the ground isn't cut from under my
eet,

I've paved the way for that.

I went to tell you that before these figures
go from you, I want Helvering to initial them
and 1f you can't get together and if you have
any argumente, bring him In here and we'll get
together. But before they leeve your hands,
Helvering's got to sgree or give & written
memorandum where he disegreese. But 1f he dis-
agrees, pleasge bring him into thie office and
then we can - I'11 drop anything that I've gat
for budget estimates, our end of the thing, or
for you (Bell), see? What?

Bell: (Noda yegs)

H.M.Jr.: I mean everything thies week I'1ll drop at a
moment's notice. But I mean let's confine
1t strictly to this. Buy please get Helvering
over here yourself.

All right.

Now on the estate tax I thought ae Roe did;

I wented to cut the thing down. But then I
had Crum - and Crum has been working very hard
on it - and Crum went over the thing wlith me
and he ssid he thought there would be no use
in going to an extreme. He thinks there 1s

& real case for that end I'd like to present
that,

How much i1s the difference on the estate tex?

Thirty million,

In other worde out of the whole thing that Hasae
has done you ere argulng about thirty million?

I should think so.
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Well, thet's not eo bad.
And I think 1t 1s otherwise quite conservative.

And I allowed no incresse for some of the other
miscellaneoue taxes where there might be more.

That'a true,

Where we might conceivably get more income than
the estimates show - maybe more liquor tax; 1
wasghed that ourt.

Magill: But I should think that what you might get more
might be in the neighborhood of 50 milllon at
the outside. Wouldn't you think so?

Hess! Yes.
Maglll: Which isn't very much.

Bell: Give the Secretary the net plicture there, Ros,
will you?

Magill: Well, the ret reduction in sctual receipts as
ageinst estimetes for '37 - we are off 594.6
million.

H.M.Jr.: Well, I've been cerrylng 600 milllons ret.
Maglll: Yeg, your 600 is right.

H.M,Jr.: Well, I told the Presldent between five and elx
hundred when he wae at Warm Springe, and then he
ceme out with an announcement that from a layman's
viewpoint we had a distinct balance. And then
Joe Kennedy.... You know, the thing would be
balanced from a leymen's stendpoint. Then Joe
Kennedy tells me Saturdey night - he spoke to
the Presldent Saturdey night and told him "Thet's
what Henry told me." Well, I told him no such
thing - Just the opposlte. I told the President
right along thls year we'd be off between five
and six hundred million dollars and he kept say-
{ng three hundred filrty.

Now do you include in that enything we'll save?




No, that 595 is Just revenue. But the 350
that he 'e telking about, he may have had in
mind revenue, but I think on the whole 1t
may be in the neighborhood of 350,

I don't understand this Helvering etory
becesuse he has essid right along to me that
the income tex would be off 300 milllon.

I've got his flgures.
George hes it off 267 mlllion.

Look, this 1s what hapgsened. Helverling slways
pleyed square with me. Helverlng goes over
beceucze the President - a couple of thinge he
couldn't do in making out hie income tax, see?

I mesn he never made out his income tax a%b

Werm Springs. He sent for Helvering - & couple
“f questions. While he's sitting there gosslip-
ing - "What do you think?" Helvering says he
wasn't prepered snd he pulled the best fizure

he had out of the air. He sg1d he had no prepa-
retion, wasn't resdy for 1t. The Fresident seld,
"Tell me, whaet do you think?" He sald, "I Zave
him & guees snd the President grabbed 1t." FHe
geald, "I dldn't go over 1t at all." So I mean
the fellow played falr.

But he A1d give him & statement.
Written statement ?
Typewritten ststement somewhat on the order of...

Thet's whet Helvering gave me when I asked him
to try 50....

He didn't give the President any wrlitten state-
ment?

No, nothing. 8So he played perfectly felir, 1
want to make cleer. No, he had nothing.

Well, I think 1n Helverinz's own minéd he must
heve been thinking about the income tax and
not theee other taxes.




Well, let's sey & net loes of revenue of 600.
And where sre you (Bell) going to save 1507

Well, I'm Juet going through the estimates of
the various departments end see what they have
done up to date and compare them and see whether
or not I can take a little money; maybe we've
overestimated. And we expect when thls letter
goes out to eave & 1little. But I hope to take
200 million dollare off this figure; maybe I

can take 250,

Let me heve Miss Chauncey a minute (on phone).
.... Miss Cheuncey, Mr. Hass' memorandum which
he prepared for the mecting of Thursday a week
ago and had to do with what we cell selectlve
spending - will you bring that in to me plesre?

Well now for '38....

Incidentally, did you see that Walter Lippman
had an erticle called "Selective Spending"
in quotes? Somebody talked,

Tt would be surprising if they didn't - as many
people se they had there.

The '38 figures I've Jjust gone over thls morning
and I have no special competence on 1%, of course.
The point that I wanted to bring to your atten-
tion wae that these estimates show an lnereese
over the budget figure of 307 milllon dollars

on sccount of the carriers' tex and 77 milllon

on account of unJuet enrichment.

H.M.Jr.: Whet's the totel?

Megill: The total ie minue 75 milllon.
. M.Jr.: oree
Magill: Yee - '38.

Hasag: I'd 1ike to explain before you get that
eryetallized in your mind...
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Now on the carrliers' tax and the unjust en-
richment, you of course know of the situatlion.
If the cerriers get away with their § per cent
rete, we'd get in fact in the fiscal year '38
about 110 million dollars or sbout 200 million
lege than this. Now looking et it within the
room here, I think you can be pretty sure that
you're not going to get much more than that;
and furthermore, if the agreement goee through,
ss I suppose 1t would, the back collectlons
which are included here probably will come in
in the current flecal year.

If the bill goee through.

Now George has no doubt estimated thls on the
baeie of the existing lsw.

Thet's right.

Which 18 a perfectly proper wey to do 1%.

But I've got 1t flagged.

What do you mean flagged?

T mean I've got it marked so as %o relse the
queetion of policy. Your previous policy has
been to put in figures on the basls of exlst-

ing law, end I think this dlstoris the plcture
by putting it 1in.

You mean you ought to leave 1t out?

No, it'e a question of pollicy. If it's in, 1t
makes the plcture look a lot better than 1t

actually 1s.

That's right. It can't go wlthout very clear f
comment on 1t.

We'll have to comment on 1%t.

Now walt & second. We're talking about how
much money?
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From the carrlers' tax....

How much?

You've got in plus 307 million.

Plus 3077

Right.

You mean that's what you're countlng on?

That 18 - we're not counting on i1t but that'e
what the exlisting law would bring.

There wes nothing on the '38 budget on account
of this carriers' tax, because 1t was to expire
thie last February.

First I think you should explein that the 595
inoludes the loss of revenue amounting to 134
million due to thie Rellroad Retirement tax.

Right. In other words these are essentially
set up on a little different basle. The '37
ae far gg the carriers' tax is concerned ls

& realistic plcture; we're nct Zolng to get
that 135 million, The '38 18 unreslistic, 1in
my opinlon, because we're not going to get the
307 elther.

How much ere you going to get?
Well, I think you're going to get 110.

Why not put it down?

By putting 1t 1n ve're tipping our hand to the
gcarriers.

1 see.

That's the trouble. If you put it in this way,
for what 1t 1e worth, 1t infdlcatea that the
President 12 golng to stend by the preeent lew.
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And what do you figure that at - 7 per cent?

Yes.

If you figure it at 7, how much revenue do
you get?

Well, you'd get 154 mlllion for the fiscal
year and then George hes put in snother 154
for back tex collections - thet 1s, for '37%.
I wouldn't put that in. I think that the
moet that you ought to put 1n 1s your 154.

H.M.Jr.! well, if it went through on my basis starting
the firet of July, how much?

Maglll: You'd get 110,

Bell: But we'é get the back taxes Of 134 million
that sre due in the fiscal yeer 1937.

Magill: But that'e the other fiscal yesr.
But 1t comees into '38.

It might come in - after the Secretary's sug-
gestion that we cerried to the Hill the other
day of allowing the present law to go on until
June 30th snd then starting a new progrem July
lgt, we would get lo4 million dollars that had
acorued,

vou would be Jjustified 1f you wanted to - and
I'm not so sure but what I would do this = toO
leave the thing out entirely, on the same basele
as you hed in '37. It'e been left out 1n the
137 on the theory that 1t 1s in 1itigation and
congequently we don't know whether we're goling
to get anything. MNow you cen leave 1t out of
138 for the aame reason, that we don't know what
we're going to get. And we would know among
oureelves that we are g0ing to get 150 million
more than what we eay.

Leeving 1t out and putting in a note....
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I think I'd leave 1t out and put in the
stetement about 1it,

Put 1t in a footnote, but leave 1t out.

Or we can put 1t in and comment on 1t.

No. I know my Preesident. If he seee that
1t makes that much difference, he's golng
to put 1t in. Because he's told you and

me "Don't be so damned etingy over there
and make thlie thing look right." He told
1t to me and then he told it - well, he
told 1t to me. He seye, "In your estimates
don't be so blue. Take the rosy plcture

on this thing." You were there when he
seald....

Just the opposite. I don't know whether T
wae there at the perticulasr time, but I
remembered the opposite.

What?

That he esld, "Hold the Treasury estimate
down." He seid the same thing for last
year's budget.

Well, he didn't tell me that.

He thought these estimates were a little
high.

No, I'm talking about revenue.
He thought they were a little high.

On revenue?

Yes.

Well, when I brought this thing up about
the 600, vhen I esaild we were golng to be
off 600 million and Helvering eseld 350,

he seid, "Give me the best yoau can on this
thing. Don't be too blue."

Well, anyway, never mind what he want s to
do,
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I think you should be conservative.

I'm golng to be conservative. After thls
particular question - let's forget that we've
got this. The esclest way alwaye to - let's
be intellectuslly honeet on thlis thing and
let's say where we arrive st. Let's gee 1f
we can't be practical end intellectually
honeat, if they can be compatible.

I think they ere ususlly the same thing when
you work 1t out.

Well, I would ssy that the way this thing
stends now certalnly these fellowe are golng
to contribute something, aren't they? The
Railroad boys. And after tomorrow's meeting
we'll know a 1little bit more where we stand.
Now the President's positlion 1s that he wantes
thies thing to be "Even-8teven" - I mean for
it to carry iteelf. And as I understend 1%,
just tslking out, three out of the four
sotuaries say - how much do they say?

They say five incresslng to nlne et the end
of twelve years.

They say - well, thet would be flve, wouldn't
11t?

Five.

And if it were five per cent beglnnling the
first of July.

110 million in the fiscal yeer '38.

Then we'd be sure of thet, wouldn't we? That
is, beceuse thet 1s the railroad agreement.

(Node yes.)

If it would be five per cent beginning January
let, we'd get 55 million thie yesr. Ir the
act went through before June 30th, they'd glve
us & check immediately.
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That would Just help the '37 55 milllon.

Well, T'm Just thinking out loud - whet I
would say - I wouldn't count on enything
for this year. I mesn thet may be a 1little
coneervative but I wouldn't count on eny-
thing for this yeer, and I'd count on 110
beglnning the first of July. Now how doees
that check?

Well, I think we can estimate on the basis
of whetever we arrive at in the form of an
agreement between now and Thursdsy, which

I think - we've got to teke the agreement

68 a whole and not Just put in one yesr's
tax, and i1f we agree that it should become
effective January lst - if we don't put that
v milllion in 1937 I think that lnoreasees
{:§r revenue by 165 million in '38, doesn't

Yes,
How'e that?
It's a carry-over,

It's a carry-over - accumulated taxes they've
got to pay.

S0 we'd get how much?

Well, 1f the act goes through on the new
basle June 30th, they obviously can't give

ue the sccrued llabllity from January lat

on that dste and get 1t in thlie fiecal year,
g0 thet would come in the fiscal year '38.
Therefore, we'd get the reguler tax in 1938
of 110 million plus the scecrued from Janusry
lst to June 30th of E6. So you'd get a total
of 165 million in revenue in the fiscal year
'38.

H.M.Jr, 3 Well, what do you think? How would you handle
167

Bell: I'd handle it on thset basis I think.

H.M.Jr. s You mean i1f the thing goes through ss they have
agreed now?
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Well, if we sgree to that between now and
Thursday.

In other words, gZlve in to them,.

I'm hoping that we will come to &n under-
etanding before this message E0€s Up and
that we can put it in this budget estimate,
besed on that understanding.

Yes, but the unierstanding they have ls -
i1f we took their understanding, we wouldn't
Zet this 56.

Yea, we would. If we took thelr agreement,
we'd get Jjust what Dan 1s talking about.
We'd either get 55 this year or - and 110
next year, or we'd get a 165 next year.
That's the situation.

Uh=huh.

Now walt a second. Do thie thing agaln, will
you please?

All right. If we....
If we teke 1t ae these boys have agreed....

1If we took 1t aes they heve sgreed, we would
either get 55 milllon thle yesr and 110 next,
or If the law went through a 1ittle later,

we'd get 1656 next. In other worde, we're golng
to get 1656.

Within the eighteen months' period.

Right.

Now I would thinx for 157 we ought to set 1t
up as George has - that 1t 18 in lltigation
and we don't know that we are going to get
anythlng.

Yes.

For '38 I am qulte sure we ought not to put
in the 207 million that we're golng to get
becaucse we're Jjust not golng to get 1%T.

Now I would like to see 1t as Dan suggests -
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that 18, 1f we can put in 165 with a note
end epay that this 18 pursuant to an agree-
ment which has been reached that the tex
rate be revised to yleld thie amount.

Well, why do you (Bell) say Thureday - come
to en agreement by Thureday?

By Thurseday? Well, I thought Thursday was
about the deed line.

Thie thing won't go up to Congress until
Monday.

23%1; the Fresident eays the 14th - message
ste.

Week of the 1l4th.
Well, that would give me a little more time.

He sald the week of the 1l4th. He can't be
ready. He won't be ready.

I haven't even got Hopkina' stuff. It'll
glve me more time,

Well, let's Just let thie go on the 166 basls
with a questlon mark on it for me,

I'11l put 1656 down there,

Now on the unJjust enrichment I don't know what
to say on thsat. 1

Is that the same ae the windfall?

Yea. George's two estimates are consistent.
We have shown in the present budget that we
thought we were going to get 82 million this
year. Now we have actuslly collected 5 or
will by the end of this year. That's pretiy
sure, isn't 1t? I think we've got that or
pretty close to 1t.

Well, we haven't got 1t yet. They've gt
nearly three.
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They've gt about three.

And they got over there - they wented to make
it seven and T cut 1t to five - the people
from Internal Revenue,

What George has done 18 throw the other 77
into '38., Well, I don't know - I don't think
wve're golng to get 1it.

Of couree, that makees '38 look better. That'e
the trouble with ghifting the tax.

It will be drawn out over five years.
We'll get some in '38 but we won't get 77 million.

Ep you mind 1f I Juet bresk this a minute. If
thie goes ocut (referring to.UP clipplng) it'e
Juat golng to kill the market. No, I'll walt.

No, go ehead, get it off your nind.

No, I'é rather get you boye started. Let me
Just have Gaston - cell him up and find out.

(On phone) Mr. Gaston on the telephone --
Herbert, they Just brought in that United Prees
atetement. Who Zave that out? WLi1l you please
call up Elliott Thurston and say I want to know.
See? =-- What? -- Will you please? -- Tell him

I want to know, And if he can't answer it, tell
Eccleg -- Well, find out and then come back.

Come lnto my room, will you? But csll up Elliott
and gesk him 1f he's geen it &and I want to know.

Do you know what's worrying them?
What?

They think the bug 1s on thelr back and they
are trylng to...

One of the officlials of the Schroeder Banking
Corporation came in to see me and he was telling
me about statemente of this kind coming out,
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He sald the minute they hit the press you
have a group of people in New York who begin
to analyze them and try to cutguess the other
fellow. They say that they know probably in
their own heerts that there ien't anything
to them in the wey of trying to influence the
market but they know that scmebody else 1s
golng to get ecared and they lmmediately try
to outguess the other fellow. And then, he
sald, they all rush in there ami try to do
something with the market. He esid thst's
one thing that'e causing your difficulties.

Well, anywey, let's go shead., I'll try to
be. ..

Well, now, what we better do on that windfall
tax...

Whet have you got it down for?

77 million.

For next year?

For next year. I presume you could put 1t -
put in a blank and say 1t le in lltigatlon,
if you wanted to - which 1t 1le.

I agree with you that it will take flve years
to collect the windfall tax.

We're not going to get 1it.

You won't get 1t all.

How much will you get in?

It'e problematlical.

Get & little more next year than you have thie

year. If you estimated 1t flve, then next year
maybe 1t'll be ten.

If you get anything, 1t will be by gettlement.
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How much?

Oh, I think it would be very emall.

I think more likely ten than fifty.

Well, put 1t down to ten.

Ten or fifteen., I1'd go a little over 18937,
He's got a million?

No, he's got five million for this jyesr.
Ten or fifteen million.

The only other one on the estimates - you're
pretty sure of your 464,

That's & thing I want to dlscuss with you too.
I'11l get the boys together.

Now, the only other gueetion I heve 18 Just

as to the form of this communication. What

Haae has set up here asre theese Tlgures plus

in esch case esn explanation, and the substance

of the explanation le firet, why the original
astimate seems to have been too high and then
gsecondly, why we have arrived at the particular
figure that we have, with a view to demonstrating,
for instance, that when we knock off these verlous
amounte, we now are right - we're Juset not golng
to get them.

Now of couree there'es no reason why these memo-
renda of Haas ghouldn't be trensmitted to Bell
snd - in thet form. But what do you want? What
does Bell want?

Yes, that's what I want. 1 want some explanation
of the estimate rather in detall. And that brings
up the ouestion ae to how much we cught to put in
this presidential statement going to the Hill.

Of course, in the ennual budget we put in a com=-
plete analysie of the revenue estimatees and also
the expendlture estimates, telling in great detall
the basis for the estimates. I've Just been won-
dering whether or not 1% would be a good policy to
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put something in thie statement along the line
that we have been discuseing about the loop-
hole businees, as to whether or not - or make
the statement that there are loopholes in the
law and that something should be done to plug
1t - vhether we can make that positive state-
ment and whether or not 1t would have a bene-
ficial effect or 1f you mske that statement,
would the public think thet there 1g scme
hidden nest-egg, there ls some hldden money
gome place and that the budget is golng to
look better on the actusl resulte than 11 dces
on the estimeted basis.

I wouldn't think the public would have that
oplnion sinply on the basis of your saylng
that there are some loopholee. What would
bother me is that I assume that both Senator
Harrieon and Mr. Doughton would immediately
come to me gnd say, "Juet exactly what ere
thege loopholes and what are your amendmenta?"
Now, I don't think that we gre 1n a posltlon
at thie perticular moment to give them de-
telled amendments.

Haasa: And some of the loopholes are types of things
that don't require smendments.

Megill: het's true.

H. M, Jr.: In the mesgage - amendmenta?
Hasmsg: No, in the law.

H.M,Jr. ! But in the messsge?

Bell: No, but euggeet that the amendmente should be
me de to the act in order to plug the loopholes,
if they are such that the fault 1s with the
law. MNow George seld some of them, he thinks,

mey be administratlve.

I wouldn't say anything about loopholes at that
time,

I'd dielike to. I think they are legel loopholes
in the law.
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Look, Just let me - I have written out my
progrem end I wanted to talk with you (Bell)
but let me glve 1t to you. And thls takes
in thle thinz, you see. What I was golng to
try to sell the President wes thies. On his
137, you see, that he'd zive out firset his
letter to the departments cutting down the
money, &nd that he's polnt out what money,
if any, he can sgave stlll 1in 1937. He'll
put 1t as an example 25 per cent for Customs,
you see,

For what?

That Agriculture gete from Customs. Was 1%...
30 per cent.

One third.

No, 1t's 30 per cent.

l
i
|

Well, that's part of 1%t. vess to ghow that
he's doing something to save some money thle
year, see?

———

Then for '3 - well, what I put down for the
new taxes, I'll just go - well, I cen glve
you the whole thing. I put down one billlon
for rellief snd Resettlement untlil February
lat, 10 per cent for impounding of all furds
sterting July lst, exclusive of rellef funds.
Then, & new tsx bill next Congress, hearings
to start next November,

Right, right.
See?
Ie that lncreaeed taxes?

Well, in view of what the situstion 1s -
ineoualitles - anything.

Yes, I'd emphaeize the inequalitles.

Whet I'm thinking gbout is if we are sghort
1f we're going to be short, if we can't
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balance the budget exclusive of debt retire-
ment for '37 and '38, then I esay we ought to
have & new tax bill, hesringe in November and
the tax blll to be introduced in January, see?
Both for revenue and inequality. But not at-
tempt to do it until next January. And then,
in connection with that also at that time we
will know whether we need new revenue for re-
lief. But we start the hearirg & next November.
And then I'é put in the message that all ap-
propriation bills passed outeide the present
budget will be vetoed unlees thle new revenue
ies provided. Now thet's the program that 1
worked out, you see, for myself, I mean 1lt's
Juet... .

Well, that's along the lines thst I've been
thinking, except the tax hearings; I haven't
got anything about thet.

Well, I've been elming...
You've got my whole story, as I stand today.

I've been siming at thet result. Now ess far
ag the tax bill 1e concerned, what I want to
see 18, as I think you know, an ironing airt

of some of these Lnequalities that now do
exist, and then plugging up some of these loop-
holes that I know do exist. But I don't want
to be asked to go up before the Ways and Means
Committee on the Finance Committee in the next
couple weeke to point out how to plug these
loopholes, becsuse I think that would be a
great misteke. We're Just not suffliclently
prepared.

Haae: And as & matter of fact, your study would in-
dicete where you are; we don't know,

Megill: We don't know yet.

Ho M. Jr.: (To Kieley) Find out where Mr. Gaston 1s and
tell him I'm waiting for him.

Magill: I've been told here within the last two or three
weeks that there are no loopholes within this
law. Well, now, I know darned well that there




FYER. T O T R Cwe e = W 0000 e -

|

Gaeton:

- o _

ere, but I'm not prepared to go up on the Hill
and tell precisely what they are until we make
thi & etudy of the ee blg returns.

But do you see what I mean - giving a billion
dollars until February lst. Then we see the
revenue plcture and the bille and the whole
bueiness; then we'll know. And the President
would sey, "Then if the budget 1en't - if I

eee 1t 1sn't going to be bealanced by December,

I will then put in requests for the necessary
fumie in a tax blll in Jenusry, to reise enough
funds to balence the budget and to glve me what-
ever additional money I need for rellef tTo carry
us the balance of the five yesrs."” I think I
can gell that to him.

Five monthe you mean.

Five montha., I think I cen sell that to hlm.
I think that's better,

(Gaston comes in.)

I telked to Elliott Thurston quite at length,
end he denied thet anybody has talked to any
United Prese man within the last two days.

He =eye they are all keeping thelr llpe very
closely buttoned. He hasn't any 1des of where
the UP men mey have gotten thie story. The

only people he has talked with were Fred
Shelton and Kiplinger and Herry Eaton. At the
same time he says that in the past he hae called
ettention to the boys to your ststement about
an orderly market - that you weren't trylng to
ralse or lower the price of government bonds.
That you were merely tryilng to keep &n orderly
market. He hses called attention to Eccles'
statement about the imposrsibility of controlling
the commodity inflation by monetary means. But
he can't imagine how Kleins or any other UF man
could have written anything so contrary to any-
thing he could have eald.

He's & liar, end Mr, Eccles le elther going to
fire E111ott Thurston or I'm Jjust going to go
out and Just burn Eccles up this afternoon.
I'm sick and tired of him.

(On phone) Chairman Ecclee, please.
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Got eny report on the market?

No.

Of course, you've got to conslider that thease
UP fellows will force a story.

Oh, thls 1s Just Elllott Thureton, thle fellow
over there. I told Eccles - now I warned him

end I'm Just - that I'm Juet going to burn the
hide off him.

Featon: It 1en't ssfe to telk frankly or for background
to those UP boys. You can do 1t to Duffield
and one or two others.

(On phone) Hello., (Hae conversation with
Eccles, Recorded on dictaphone at 10:32 A.M.)

Of course, Elliott does deny...

Well, he's Jjust & llar. Everybody knowe -
they know him from the London Economic Con-
ference; he double-crossed the President,
he double-crossed everybody. He's known ae
a tricky, low-down beasterd. Now everybody
knows 1t in town thet you cen't rely on the
fellow; you can't tell me they got that out
of thln ailr,

Well, let's Just ke two minutes more.

Bell: I have & Civil Service Commiesslon meeting
right away.

Maglll: I think we're clesr.

Haee: I've got one thing.
Well, telk fast, George.

We've gone wrong on these estimates and now
we've got the '37 experlence. But 1f there's
nothing done to cloee up those lﬂﬂ?hﬂlﬂﬂ,
those loopholes will get wider ln '38 and you
won't get the estimeted revenue that we are
figuring in '38,

I think we've got to teke it as of the ex-
perience - that he's told me enough that we
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know what to look for. I mean thoee dividends
of 13 per cent - there's something wrong. We'll
certainly find that out, and Congress will be
here and if there 1e a loophole on that, we'll
have to hit that and not wait. But on the other

experience, I don't think you can cut it any
lower,

The only point is that we should get at 1t
immediately.




April 12, 1937.
10:32 a.m.

H.Medr? Hello

Jperator: Chairman Eccles

HoM.Jps Hello
Ececless Hello
Hellodr: Marriner.
E: Yes Henry.

Now there's a United Press story - ah - Just came
out over the ticker making & great guy out of you
and meking a bastard out of me. Now I'm stick and
tired of this stuff; I told you; I wgrned you about
Elliot Thurston; Gaston has talked to him; I think
he's & God-damned lier and I'm Just not going to
sit here and take it any more, see?

Kell what is the story?

Oh it's the usual stuff that's been fed out of your
off'ice; now I've sst here

Ij'ir'El-l I_Im oy I'III _— I'mitllil

. I've sat here and I'm just not going to tske
it any longer, see? 4&nd I - I mean if you think
that I'm such & fool that you're going to have
Elliot Thurston feed out stuff and - and - and

pull down the Treasury and belittle it in the eyes
of this nation I am not going to take it any longer.

Well I don't blame you but I can't understand
your passing Jjudgment without knowing the facts
at all.

Oh Gaston called up Elliot Thurston and he - he
just lies. Now here's - let me read you this
story, see?

All right.

United Press story: "Federal Reserve Board officisls
say that contrary to opinion in some financial circles
the Administration is not opposed to an orderly rise
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of interest rates in the money market where the
Treasury expects to seek new funds within the next
few montns. They express the oplnion thaet the
general depression in the money marxet in recent
days was due in large meessure to misunderstanding of
the Administretion's intentions concerning zn easy
money policy. Discussing the recent statement of
Federal Reserve Chalirman Eccles announces support

of an easy money policy they maintain that such a
policy did not necessarily imply thet he favored low
interest rates, nelther could his statement be in-
terpreted as mesning that he or Secretery Morgenthau
was opposed to gradual stiffening of interest rates.”
They added, "Eccles was represented as belng appre-*
cizstive of the healthy effect of gradual rise in the
cost of long-term money provided other fezctors such
as prlces were kept in line. " The Reserve official
seid that they essumed that Morgenthzau undoubtedly
sppreciates that he cannot continue to put out
government obligations indefinlitely £t interest

rates so low &s to be unsttractive to bankers at a time

when other inducements are becoming &vailsble."
Now I ask you - is that playing bell?

#ell I can't understand who put that out. 0Of course,
I didn't even xnow there was any statement out at all.
You sey this comes out this morning over the United -

ahl

Yes - 9:34., Now I tzke & lot of this stuff that's
come out of the Federal Heserve Board but klliot

. just feeds these fellows and 1 - really, Marriner,

I can't take this all and Just sit here and keep my
mouth shut. Now he ceén just lie his head off.

nell there's no occasion to say anythlng; there's
no occasion to put anything out. As & matter of

fact, the position I've taken - ah - is the least
that's said for thne next two or three montns the

better off everybody 18.....

I Enow anNd.se«se«

vasssssgnd I've refused to see anybody.

Well but Elliot Thurston is there all the time.




Well I don't know whether it's been Elliot or whether
they've seen somebody over to Goldenweiser's Division.

Well -

These fellows go over there zll the time.

But I mean this thing - I mean I'm not - I'm not

so dumb that I can't understand why a story like
that is put out and they certainly can't get the
thing out of the thin sir. Now all this past month
I've kept my mouth shut - there's been no story in
eny way or intimstions from the Treasury criticizing
you. There hasn't been & single story out of here.

Well, of course, tonet statement doesn't criticize
anybody .

On nol
wWhet?

No it's Jjust trying to build up that I'm - that - that
this whole movement on their part is in order that I
can do some financing.

Well what movement do you mean - yOouU MEBN....

Oh well now Marriner you've read the paper the last
week end this whole thing - I mean it's so self-
evident.

well I - of course 1 Knew that the minute thet we
started to buy government bonds some of these fellows
up in New York that want higher rates would immediately
say, of course, that what we were doing was in an
effort to - ah - to help the Treasury. I knew they'd
say that but it doesn't make any difference what you
do - some of that finsncial press - they're goling to
pan you, now they panned......

Hol.Jp: Here - here's a story leads off - "Federzl Reserve
Board officials say" - that's the way the story
starts. I should think they nad enough statements
coming out of the Federzl Reserve Eoard.

Well we've had - we've had plenty and as far as I'm
concerned I'1l - I'1l certainly reise hell zbout it.
Now I - that's #ll I can do becasuse I put no statements
out. The only statement that - that - that - that
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went out with my knowledge and my consent was the
one that the Open Merket put out there & week BEO
which I read to you over the telephone and as I
have seen none of the press since, have refused
to see onybody and I have told the members of the
Board thst my opinion - and I told Ellioct too that
the thing thet would - the least that was ssid the
better off everybody would be; that the market was
settling down in good shspe &nd it seemed to me that
l we ought - that we ought to be damned glsd everybody's
left well enough =slone,

H..Jr: Well I should think so certainly after wnat we've gone
through for three weeks on this guestion of gold and
Priorecsnss .

E: Of course, I don't like that statement & damned bit

better than you because the inference is that these
fellows are going to get higher interest rates; they
would zssume thet they're golng to get higher interest
rates than they're getting now; well that doesn't
please me at 8ll; it doesn't please me at all.

' H.M.Jdr: Wwell some day you're going to wake up to Elliot
Thurston. I don't know when you are but the.....

Well, of course, the first criticism I've heard of
nim was the one you mentioned & week &go.

‘ Helo T3 'Oh well, anybod¥eceaes
Es That's the first time that you ever ssid anything
about 1%. |
H,M.Jr: Well the - I'm - I'm not going to criticize your
personnel.
| well I'm glad to have you do it. I'a criticize yours

i].-lillliilil

H.M.Jdr: If - if T had said this stuff - they can't get this
out of the thin air and the important thing is that
you and I worked together and that people over in your
shop don't do things which can't help but irritate me.

E: Well I'm - I'm - I'm - I'm terribly sorry and 111l
certainly telK.esuee

H.M.Jr: I mean if & statement came out over the United Press
or anything else "0fficisls of the Treasury say that




Marriner Eccles wants higher interest retes and
thet he expects to control commodities &and so forth
and so on."m

#iell hell - higher Iinterest - that's absolutely.....

I know but supposing something comes out and supposing
elso that I planted the story, "the reasons for the
last three weeks - the upset in the gold merket 1s

due to the article in Fortune by - by Chairman Eccles"-
end that the rumors started from the date that that
article was released and the havoc that had been all
over the world due to thet article. I could plant

stories like that but I never do it. Hell I want to
be friendly.

Well I hope you don't think I went to be otherwlse.
Well but this thing pushes me pretty hard, Marriner.
Well what do you want me to do?

‘I - I went you to get hold of your people and I'd like
you to get nold of the United Press and find out where
they got it from. I mean - the - they can't publish a
story like that if you send for them and try to make
toem Jjustify it.

Well I'1ll get shold of them and see what I c&n find out
about 1it.

I mean I think you owe it to me.
Yes.

I want - I have a Press Conference at 4 o'clock; they're
going to pound me; I don't want to - I don't want to -
geh - ah - ah - ah - publicly have & split but when the
Federzl Reserve Board tries to say what I do or don't
think - ah - they've gone too far.

fell they've got no business saylng anything about it
at 211; there's no reasocn to say anything - absolutely
NoTne «

That - that was our agreement.

Well that - I - of course I - I've sald nothing and I
gave instructions not to. Now 1f something gets out
why it's certasinly contrary to - to - &h - instructions
that I've given. Of course, I don't know whether some
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Board Member has talked or not.

Well I think that - I know if - if the United Press
wrote something and credited it to me I'd get shold
of Lyle Wilson and ask them where they got it from.

Well -
After all, he's the Manager of the Washington Bureau.

I'11 get - I'll get ahold of Elliot and find out
whether he's given them anything st all or not. Ah -
was that supposed to have been given out this morning?

I1t's dated 9:34. Well will you cell me back?
I'll see what I czn find out about 1it.

And incidentazlly the President hes switched me - he's
having me for lunch to-day contrary to what I thought.
50 you were coming to-day, weren't you?

Ah - no - ah - ah.
Oh well

I understood it was a week from to-day - I mean a
week from Tuesday. DBonnet hsd some banker over here
and last week he wanted me to come over to lunch
LOmMOrrow.

Yes, well you're lunching with him tomorrow?

Yes, but before I made that engagement I checked up
6-'t'llll-ﬂ'!lll--

That's all right.

cessssyour office to find out if - ah - our lunch
was first.

Yes, and then the President switched me Monday to
Tuesday and now he's switched me back again.

Oh I see.

But - ah - so I told him to let you know that you
most likely when you get to tne office - because I1'd
like to have you eat with me Monday but I've Jjust

gotten word that the President wants me Monday.
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I see. Well then - what - what - would you like to
fix Wednesday or some other day this week?

Well - ah - let's - let's see how this thing turns out
znd then we'll get together,

Yes.

But this - please go to the bottom of this, will you?
All right I will.

I'd appreclate it so much.

And don't - don't - don't - don't - don't - don't pass
judgment on me on thatl now.

I don't - your - I = I - I - your word 1s good with me.

All right.

Thank you. Goodbye.




April 12, 1937.
10:55 a.m.

Hello

Mr, Altschul

Thank you. Hello
Hello Henry.

Good morning.

Good morning.

Before I see Mr. Mayer or Meyer, which is it. 1Is 1t
Hﬂ?ﬂr & 3 i

I don't - I don't hear you Henry.
Your partner Mr. Mayer - is it Mayer or Meyer?
It's spelled M-e-y-e-r. He calls 1t Mayer.

Well did you want to just give me a little inkling -
something about him or something before I see him?

All I can tell you is that he that he is the active -
the — the editorizing head of our - member of our
firm in Paris.

I see.

Very able fellow.

Yes.

Very - ah - ah - playlng a very prominent role in all
kinds of things 1n his own country.

Ah=ha.

ind he is - knows & great many people over there and
I understand that one of them asked him to come over
and when he was here to call on you to present some
kind of an invitation or other to you.




Well I just wanted to talk with you for a second and
just check before I saw him but......

Right. Is there anything more fnu want to know Henry?

No - no that's the - you vouched for him and he's your
partner and.ss...

Oh yes - quite.

Well that'!s all I wanted to know.
0.K. old man.

Thank you.

Thank you.




April 12, 1937.
11:40 A. M.

H.M.Jr: Hello.

Operator: Governor Harrison.

H.M.Jr: Thank you.

Go ahead.

Qperator:

Hello.

H.M.Jr:
George
Harrison: Hello Henry.

H.M.Jr2 I'm awfully sorry to hear about Burgess.

Well, he went home - ah - on - very unexpectedly
on Friday; he had - he was down Friday morning;
he seemed very chipper and very well and then sud-
denly something happened and he felt these

cramps internally sesess

Yes.

«sssess Ne had to go home and they operated on
him Saturday but he's coming along perfectly all
right. '

Good.

A little uncomfortable but everything's going
just as well as they expected at this time.

H.M.Jr: Fine. What hospital is he at?

H: VWhat's that?
H.M.Jr: Do you know what hospital he's at?

H: Ah - he's at 8t. Luke's.

H.M.Jr: 8t. Luket's. All right. Now ....

H: Say Henry, one thing I forgot to tell you om - ah -
when was it we were talking - Saturday.

Yes.

Hz: Ah - we were having releases of gold
from earmark.
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H.M.Jr:
H:

Oh really?

Ah - by foreigners who were converting them into
dollars and buying gold at a discount in London.

Huh.

Which was very smart of them and, as far as we
are concerned, all to the good.

Yes.
But I thought it would interest you.
That is interesting. How much did it run to?

Well now the last I heard it was about five million -
I think it was. I'd have to check.

Yes, Now did you find out who bought those five .....

No but I told - I told Sproul that 1I'd like to
find out so he's going to try and do it today.

I see.

And after 1 hear anything I'11 let you know.
Did Wayne call you up about any switching?
No. I hear he talked to Sproul.

We had ten and a half million worth of motes coming
due this fall and we thought we'd sell them and

buy 2-7/8's.
Well, he may have talked to Sproul.
I - ah - the boys here say he talked to Madison.

Oh well, I guess he done it then.

Yes, but we thought that might help a little bit.
Yes - first rate.
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And I got so mad this morning that I completely lost
my temper for the first time in a long time. Long
statement out on the United Press ticker about -
supposedly quoting the Federal Reserve Board here
about long-term interest rates indicating that they
had to do this to help me out with my govermment
bond market and - crediting the statement to the
Board here.

Well I haven't seen it.

Well I let them know in no uncertain terms how I
felt about it.

(Laughs)

They denied that they talked to anybody but .e...

Well I called up Saturday and I let loose about
some things came out of there too. They announced
to the Press on Wednesday how much we had bought
in bonds on Monday and Tuesday and I thought it
was a regretful way to run it.

Well I - I - Eccles says he knows nothing about
this statement and I believe him, and now he's
golng to try and run it down.

Yes, well there's somebody who is doing altogether
too much talking around there.

I think I know who it 1is.
Ah-has.

But I've asked Eccles to find out and I never was
more serlous because I should think by now they've
learned their lesson and that the thing to do was
to keep their mouth shut, but we'll see. But

on the gold they're thoroughly satisfied that
we're not going to change the price?

Well I thirk everybody 18 very much more complacent
about all that now.

H.M.Jr: Good.

H: And that statement of the press was Jjust what was
needed of course.
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Thank God he didn't make a liar out of me.

(Laughs) Well I thought of that.

Yes, well it was all right.

(Laughs)

He hasn't yet and I don't think he will.

No, I don't think so.

Well, thanks, George.

All right, and let me know if there 1s anything

you've got to suggest or if there i1s anything we
can do.

Thank you.
All right.
Goodbye.




Memorandum of Conference Held in the Secretary's

Office at 3 p.m., April 12, 1937.

Fresent: Secretary Morgenthan
Mr, Oliphant,
Miss Roche
HT- H&ﬂ-
Mr. Oppar
Mr. Lindow
Mr. Dunning
Mr, Thlder
Mr. McReynolds.

The BSecretary stated that he wanted to tell this group that

he had arranged with Mr. Ihlder to devote a portion of his time to

a study of a program for elum clearance and low-cost housing, and to

rive this group very confidential information that the President had
decided to devote to slum clearance and low-cost housing during the
next fiscal year an amount ranging from ten to fifteen million dollars
and thereafter for fifteen or twenty years an amount not to exceed
twenty-five million dollars a year. This decision of the President's
ie not to be commnicated outside of the Treasury.

The Secretary informed Mr, Ihlder that he would deal with
Mr. McReynolds in connection with his work and arrange with him in the
event he wanted to bring any additional assistants in to work on the
project.

The Secretary stated that he had told the President about his
idea of having the commmities buy the land and let the Treasury do the

building and at first blush the President liked 1%, but this idea
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should be considered purely as tentative.

The Secretary stated that he would 1ike My, Ihlder in study-

ing this matter %o approach it from the slum clearance angle

initially because he would prefer to awalt the rasult of Secretary
Tekes'! experience on the fifty-three low-cost housing projects he

nas under way before golng into that field extensively.
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H.M.Jr:

Fecles:
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April 12, 1937.
3:48 p.m.
dello
vhairmen Eccles. Go ahead.

Hello Marriner.

Hello. I celled, s I told you this morning I would,
st twelve and you - I tried two or three tlmes and
you were Dusy.

#ell I've been at the White House.

Yes, I assumed that you were pretty well tled up
on this budget thing.

Ies.

Ah - well - ah - what I wented to say was that I dontt
blame you being sore. I got here - when I got ahold
of the statement and saw - read 1T OVELsssses

ies.

tesses8h - of course the demned thing puts me 1in &
position, I think, just as bad as 1t does you bechuse
it's absolutely contrary to what I said publiclyeeses
Ies.,

. ....on so darned many occasions and looks - 1t makes
me look perfectly inconsistent.

It does.

And - end I'm just as sore about it as I can be.
Yes.

When it - when it says that I'm in favor - that the
iiﬂéﬁ%fffffinn is not opposed to a rise in interest

Yes.

. esssswWhere the Treasury expects to seek funds and
so forth.




Yes.

Well now - eh - I talked to Elliot about this. He
says that last week on Wednesday.-...

Yes.
...-.....-...q.t-hiltl tﬂis fEll'ﬂ:ﬁ' ElinEiiill
Yes.

cessse.and a couple of other fellows were over here.

Yes - Wilcox.

Yes, and he talked to them and they - t wasn't a
question of him asking them to come over. They came
over to just ask him some questioN......

Yes.

t....8nd that the gquestion of interest rates was -

wes - ceme up &nd he - he merely stated that - that -
that - &n ebnormally low interest rate - nobody wanted
to force down a rate to a point where later on it
would merely get out of lin€.......

Yes.
.esseefind cause losses
Yes.

_...end then ne said ss & result of that they've gone
ahead and got together end written & story that - that -
well I said, of course, I - I wished to devil we
wouldn't even talk about these things at this time

and - that I sald a week sgo that when the Board put

out that statement that by God we wanted to keep com-
pletely in the background as we wented to let well
enough zlone.

That's right.

Well Elliot feels sick about it - he - he's just - he's
just sick as hell.

H.M.Jr: Well T think he should.




S e

find I'm - I'm pretty sure that this thing happening
nas - will - will make him - #h - he'll lean backwards
the other way. I told him you were Jjust - I never

SaW yYyou as mad.

Yes.
You were Just terrlbly sore.

Tes,

fAnd that I nad - right gt this time of tension that
you and I Jjust had one hell of & time trying to - ah -
trying to keep thnis situation in balance -

That's right.

-~ That everybody was trying to tnrow monkey wrenches
and - and trying toget a cleavege 1n here......

That's right.

And thst we had done everything possible and, therefore,
it seemed to me that men in the Reserve Board and men
in the Tressury is the last place in the world that we
ought to get any trouble from.

well you remember I told you the people in - not only
the people in New York that would like to see you and
me fall out -

ell I know & few others asround nere.

1 ¥now that.

I can - I can - I could name them and I think you and
I would name the same people.

1 think so.

And, of course, I'm always consclous of that fact,

And & story like this just did burn me up - I mME&Neseses

Well I don't - it burned me up. You - you take the
night I was out to your home with the Open Market

Committee...cuess

Right,




...j‘__

tusssssind - and you saw right there - there was the
best demonstration of where the cleavage was.

Right.

And you heard what I said.

That's right.

And - and - and there isn't no one at any time can
say, so far as I was concerned, that I was - I was
after high money r&ates.

Yes.

iAnd - and - ah -

Well the unfortunate thing is there were two good
reporters came there end they went away undoubtedly
with the impression that's what Elliot Thurston
thought thet you thought.

Well - ah - ah, of course, I - I - Elliot inows
better than thet end I don't think Elliot thinks
that himself. I'm - I'm perfectly sure that what
happened these fellows - &h - &b - got a wrong
impression from whet Elliot......

HeM.Jr: I wouldn't be too generous, Mzrriner, you know I
told you th&t the other day but, after all, he's
your hired help - not mine.

Well I - this is an experience anyway and I - I'1l
be watcnful.

Well I appreciate talking to you GNdeesnasee

Well I didn't want you to - to - to - &n - to - go
into & Press Conference or to - to - to - if - if - if
you heve occasion to - to - to - to - this question

of this article comes up and you neve & guestion to

188,

vess.8h - what the sdministration - if this is correct,
see, it would seem to me whet I'd like to have you do

is to say thet - that the Administration is not favorable
to higher interest rates gt this time.

i;..':T.Jr; -IES-
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Ei . ....end - snd that the present condition of the
supply of money would not warrant it and this - you're
not only speaking for - for yourself and the Treasury

but you're also speaking for me.
! H.M.Jr: Ah-ha.
I mean you can say that......

i H.M.Jr: Well -

C.....8nd - and if they will - you could refer to the
: statements that I've made.

Holho I Yes.
Es That this is not only contrary to what you believe
but it's contrary to what I have Saldissss«s

H.M.J1? Yes.

Y

Y A E: Cvevsss in my statement of the 15th end in my statement
of — an - of - ah - the statement of the Board on the

l 30th.
HoMo.Jp: Well I don't think I'm going t0.ceensase
Es Well I don't tell you tO..scsss
H.M.Jrs I know but I'1ll most likely end up the way I always

do with - just say nothing.

E: Well as a matter of fact what thls - this - this United
Press thing - ah - they sald they would change it if
they could and 1t doesn't have - it doesn't have very

much circulation.

H.M.Jr: I still think, though, that Elliott Thurston wants to be
damn more careful the impression he gives.

Es I think he will.
H.M.Jp: Yesn.

E: I don't think (laughs) there

's ary question about that.

H.M.Jr: Yes and I know this is not the first time he has done it.

e ——
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Well - ah - I've - I've had a resal discussion on it
to-day and I told him that........

¥
| <)
b

M. Jr: 0.K. 0ld man - well «.evsees

I - I just wanted to get you straight on this.

i

H.M.Jr? All right, I'm glad you hnave.
All right then.
b o Thank you.

Goodbye.




April 12, 1937

To: Secretary Morgenthau
From} Dr, Burgeass

The government bond market was very quiet today
end steady to firm for the most part. Quotatlions rose
gradually and at their best were anywhere up to 1/8th
higher than Saturday's close, A slight decline occurred
'in the final hour and at the close the long Treasury bonds
were generally unchanged to 1/32 down relative to Saturday
and the rest of the list was unchanged to 3/32 better,
Guaranteed bonds were unchanged to slightly higher. Board
turnover in governments amounted to only $317,000.
Preasury note market was dull, The 1939, 1940 and 164l

maturities, with the exception of the new 1l 1/48, were
quoted at the close 1/32 to 2/32 better than last Saturday

and the rest of the liet was unchanged,

Domestic bonds were very dull all day and apart from
indications of easinese in the forenoon in second grade
bonde, prices held steady at Saturday's closing levels,

Forelgne were gquiet and generally unchanged, Most
Poligh lessuee showed fractional gains while Japanese and
Italian bonds were mixed,

No purchases for Treasury today.
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GRAY

Parls

Dated April 12, 1937

Rec'd 3:10 p. m,
Secretary of State,

Wwashington.

475, April 12, 6 p. M.

FOR TREASURY.

The trend was against the franc In a dull market with

a small turnover, The pound ls quoted at 103,70 and the
dollar at 22.358.

The security marik~t was rervoua and unsettled and
pentes lost from 4 centimes to 1,10 francs.

AGWITCE ECOIOMIQUE of today's date carries a telegram
from 1ts New York offlce to the effect that the impression
prevailed in well=informed cirecles In Washington that the
Government contemplated the discontinuance of 1its policy of
"gtepilizing"” incoming foreign geld but that at the same time
other measures of a nature to halt a new expansion of the
reserves of member benks by gold imports were eavisaged.

The telegram continued that one alternative which 1s
being favorably considered 1s the reestablishment of a free

gold market in the Unitﬂdﬁﬁt&{tﬂﬁ?&t the hope 1s entertained

that under such circumstances there will be such a demand

on the part of the public that the Govermment will be re=-

leaged from the embarrassing necessity to pay for subatan-

tial imports of gold. The message predicts, however,




ILMS 2-From Paris, Dated April 12, rec'd 3:10 p. m.

in this respect that the publlc has prebably not forgotten
the nationalization measures of 1933 and may not be eager
to enter the market.

In a telegram to thls paper under today's date Parker
Willis refers to the Preslident's declaration of Frlday and
states that "without guestioning the value of these denlals
financial guarters 'noted' the continuation of the 'day to
day' policy of the Treasury and would not be surprised 1if

rumers similar to those of last week did recur from time to

t i]]! o " "
willls added, that it is clear that the administration
"desires to render the forglgn prees rasponsible for the

eirculation of théﬁa :umﬁfaﬂ_ He goes on to say that this

explanation 13 nct coTlsicercd as sulrlClEnt cause in view

of the attitude of certain banks regarding new shipments of
gold to the United States and the fact that the administra=-
tion has not offlieially abandoned 1lts examination of ways
and means likely to stop the inflow of forelgn capital. He
concludes that for this reason even 1f 1ty is not thought
that a declsion of a nature to modify the price of gold
will be taken in the near future "the possibility of sueh
an actlion is far from being considered entirely out of the

question®,

BULLITT




GRAY

London

Dated April 12, 1937

Ree'd 3:20 p. m,
Secretary of State

Washinzton,

210, April 12, € p. m,

FOR TTEASURY FROM BUTTEHYORTH,

Dealers in the bullion marlket sontinue reluctant
to undertake ltrge.ﬂnquﬁmgntﬂ anc it is probable that

this attitude will undergo little chienge until some of
T

{

the large gold shipments now en route have reached the

L] '|'|'I'--. -'q'“'rlr‘|

United States, Lilewise fhe stock ond commodities merkets
TR o i a ipapl
rema'n under the influence of last week's events which
entailed a good deal of forced liguidation of speculative
accounts, The only feature of the exchange market was
that in mid afternoon the dollar became bid due to a
ticker rumor that a free gold maritet would be established
in the United States; this rumor, however, was not taken
sericusly Ly the important dealers,

BINCGHAM




-}
MORGENTHAU SAYS NO CHANGE HPI'B HHWSTHA
~TION FISCAL OR MONETARY POLICY

WASHN - SECY MORGENTHAU SAID TODAY ~TALK

-ING FOR THE ADMIH!STHATIEH - | HAVE THAT

AUTHORITY - THERE HAS BEEN NO SHIFT IN
EITHER OUR FISCAL OR MONETARY POLICY=

THE SECRETARY MADE THIS STATEMENT IN
REPLY TO QUESTIONS ABOUT A CHANGE N THE
EASY MONEY POLICY LOWERING OF THE GOLD
PRICE AND OTHER RUMORS OF GOLD POLICY REVI-
SION = THE SECY SAID THAT DURING THE FLURRY 0OF
GOLD RUMORS THE PRESIDENT AND HE HAD BEEN
THE LEAST DISTURBED PEOPLE BECAUSE -WE HAVE
NMOTHING IN MIND ABOUT CHANGING THE PRICE
OF GOLD - NOBODY BUT THE PRESIDENT AND |
KNOWS WHAT WE ARE GOING TO DO AND NOBODY
ELSE CAMN TALK ABOUT THE PRICE OF GOLD-




SECRETARY MORGENTHAU, ASSAILING "SILLY RUMORS™ OF A POSSIBLE CHANGE

IN THE ADMINISTRATION'S GOLD POLICY, DECLARED TODAY THAT PRESIDENT

ROOSEVELT AND HE HAD "NOTHING IN MIND® AS REGARDS THE GOLD PRICE.

4/12==CS431P

ADD GOLD PRICE.
"THE PRESIDENT AND I WERE THE LEAST WORRIED OF ANYBODY ABOUT THE

PRICE OF GOLD,™ HE SAID AT HIS PRESS CONFERENCE, "BECAUSE WE KNOW

WHAT WE'VE BEEN DOING. _
"THE ONLY TWO PEOPLE WHO HAVE ANYTHING TO SAY IN THNIS MATTER~-THE

PRESIDENT AND I--MAVE BEEN CALM ABOUT THIS BECAUSE WE HAVE NOTHING IN

MIND ABOUT CHANGING THE PRICE OF GOLD."
ASKED IF THERE HAD BEEN ANY CHANGE IN THE ADMINISTRATION'S EASY

MONEY POLICY, MORGENTHAU REPLIED: _
*TALKING FOR THE ADMINISTRATION, I CAN SAY THAT THERE HAS BEEN NO
SHIFT IN EITHER OUR FISCAL OR MONETARY POLICIES.®
&/12==CSA33P :
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Ey dear Mr, Attorney Generali
Refesrenas is made to my telephone comversation
with you on Mareh 11, 1957, and the conflerence on

Mareh 19, 1957 smoug ir, Keenan of your offiee, NMr. Igoe,

Dnited States Attorney at Chicago, dr, Oliphent, General
Comsel of the Trensury Departaent and Commissioner
Helvering of the Buresu of Internal Revenue in connection
with the office of the Alcohsl Tax Unit at Chicago.

At the sbove conference, Mr., Igoe sgreed to subait
s aritten statemsent to your offiee for transmission te
the Treasury containming all of his charges agelnst, and
complaints concerning, sny and all Treasury representatives
in Mis distriet, This report has not been received, and
it would be sppreciated Af it could be submitted at

an early date,
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TREASURY DEPARTMENT

INTER OFFICE COMMUNICATION

Secretary Morgenthau

Herman Oliphant

For Your Information

There came to Morrison Shafroth from Tom Corcoran,
by way of Mr. llurris in the Department of Justice, a
request for information concerning the income tax returns
of the Justlces of the Supreme Court. Morrlson called me
and I edvised him to reply that the informstion could not
be disclosed.

4
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April 12, 1037

I had lunch with the President today. Kennedy came
in to relse hell about the Budget and everything else, for
\5 minutes, I tried several times to break in. The
sresident sald to Joe, "Now, Joe, Just go awgy and etop
warrying. Henry and I have snother white rabbit to pull
yut of our hats. You will be perfectly satisfied.® And
he motioned to me not to say anything and not to tell Kennedy
wnhat I had in mind, But he sald, Don't worry! The Joe
gaid,"lir, President, 1f you have got 1t, I am golng to get
drunk next londay night."® But he didn't want me to tlp
my hand.

L

Jimmle Roosevelt was there and asked me and I sald,
"Your fether asked me not to tip my hand. You can get it
from him."

I sald to the President that Hopkins 1s the only re-
lief agency that has cut down expenditures, Every other
sne has gone ahead, and why should we contlinue to take 1t

nﬁt of the hide of the unemployment when Agriculture and

a1l other agencles are going full blast, and let's take it
yut of the hide of those Dbo j3s. Hopkins has actually cut
down., Why should these other boys continue to go full
blast, epending more money, when Hopkline has cut down?

I think he has cut down ag far as he can and I think we ought
to save $500,000,000 out of the other agencles and I say,
start with Agriculture.




April 18, 1837V

My dear Mr, President:

Complying with your request, I am Jotting
down the suggestions which I made to you today
at lunch in regard to your Relief Message. They
are the following:

1. In regard to tures for the balanoce
of this fisoal year, I believe it would be helpful
Af you would make publioc the letter whioh you sent
to the heads of Exeoutive Departments, eto., on

April 7.

That you raise the question in youwr Mes-

sage of your agrioultural partioularly the
benefit payments for -HMh Conservation,

I bellieve at this time you ocould well consider sug-

gesting that agrioultural benefit payments

next Fall be curtailed. Also the K:nihulﬂ of
reso the law which alloocates the Departament
of Agriculture 30 peroent of Cuatoms reocelipts.

5. In regard to 1037-1038, I suggest one
billion dollars for Relief and Resettlement to last
at least until February 1, 1938,

4. That, beginning July 1, eagh month, X per-
oent of all funds other than Relief be impounded,
the pergentage to depend upon the amount neoessary
to make 1% possible to balance the Budget exolusive
of Debt Retirement.

6. That you instruot the Treasury Department
to make the necessary studies so that we would be
prepared to present to the proper committees, next
November, suggestions to ooITect inequalities in the
present Federsl tax aystem and also to be prepared
to recommend sdditional revenues if nsoessary to
balance the Budget. Furthermore, that you advise
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April 12, 1037

My dear Mr. President:

Complying with your request, I am Jjotting
down the suggestions which I made to you today
&% lunch in regard to your Relief Message. They
are the following:

1. In regard to snditures for the balance
of this fiscal year, I belleve 1t would be helpful
Af you would make publiec the letter which you sent
to the heads of Executive Departments, etoc., on
April 7.

ﬂg. That ::u r::.nlt.hu qunu;:r:.: rnu].:rr:l:';;
sage your agrioultura ﬁvl,rﬂ o [
benefit payments for so-ocalled I-nil Conservation.
I belleve at thias time you ocould well conslder sug-

gesting that agrioultursl benefit payments
next Fall be ourtailed. Also the zonlhiutr of
0

reso the law which allocates the Departament
of Agriculture 30 peroent of Customs recelpts.

3. In regard to 1037-1038, I suggest one
billion dollars for Relief and Ressttlement to last
at least until February 1, 1938.

4. That, beginning July 1, esach menth, X per-
oent of all-funds other than Rellef be impounded,
the percentage to depend upon the amount neoessary
to make it possible to balance the Budget exclusive
of Debt Retirement.

B. That you instruct the Treasury Department
to make the neocessary atudies so that r:‘mlﬂ be
prepared to sent to the proper committees, next
November, l:::“lﬂl to correct inequalities in the
present Fedaral tax aystem and also to be prepared
to recommend additional revenues if necessary to
balance the Budget. Furthermore, that you advise







April 12, 1037

My dear Mr. Fresident:

Complying with your request, I am Jotting
down the suggestions which I made to you today
At lunoch in regard to your Rellefl Message. They
are the following:

1. In regard to snditures for the balance
of this fiscal year, I believe it would be helpful
Af you would make public the letter which you sent
to ﬁ?lThlldl of Exeoutive Departments, ete., on
Apri .

2. That you railse the question in your Mes-
sage of your agrioultural program, partioularly the
benefit payments for so-oalled Iﬂil Conservation,

I belleve at this time you could well consider sug-

gesting that agricultural benefit payments beginning
next Fall be curtailed. Also the 2nliih111tr of

resoind the law which allocates to the Department
of Agriculturs 30 peroent of Customs recelptes.

3. In regard to 1037-1038, I suggest one
billion dollars for Relief and Resettlement to last
at least until February 1, 1038.

4. That, beginning July 1, each month, X per-
oent of all funds other than Hllil! be impounded,
the perecentage to depend upon the amount necessary
to make 1t possible to balance the Budget sxolusive
ef Debt Retirement.

B. That you instruct the Treasury Department
to make the necessary studies so that we would be
prepared to present to the proper committees, next
November, suggestions to correct inequalities in the
present Federal tax aystem and also to be prepared
to recommend additional revenuss if necessary to
balance the Budget. Furthermore, that you advise
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next on a tax bill.
you restate
;--:u-

I believe AT arry out 1y shie
we oan %o keep Government's
affairs on a sound basis,

Respestfully,







FOR THE FRESS IMMEDIATE RELEASE April 13, 1937

The President has addressed the following letter to
the Heads of Executive Departments, Independent Esteblishments,
and other GCovernment agencies:

"It is my desire that the heads of the

bxecutive departments and independent esteblishments

of the Government will immedistely cause & survey to

be made of the expenditure requirements of their depart-

maents and establistments for the remaining months of the
fiscal year 1937. It is apparent at this time that the
revenues of the Government for the present fiscel year
will be materislly less than the amount estimated in my
budget message of last January; and, Zence, the deficit
will b2 far greater than was enticipated unless there 1s
an immediate curteilment of expenditures.

wyou will cerefully examine the status of ap-
proariations for your activities with g view to meking &
substantial saving by eliminating or deferring all ex-
penditures which are not absolutely nocessary at this
time, You will report to me through the Acting Director
of the Budget not later than Kay 1, 1937, the steps which
you are undertaking to reduce expenditurss end the amount

of the estimated saving resulting therefrom.”




H.M.Jr:

H.M.Jr:

Efgtman:

H.M.Jr:

P3
H.M.Jr:

j
Lo

H.M.Jrs

o
e

BE.M.Jr?

H.M.Jr:

April 12, 1937.
5:20 p.m.

Hello
Yes.
Key?
Yes.
Henry.
Yes.

I wanted to thank you for létting me go down to the
Jefferson Island Club.

pid you go?

Ooh I had a grand time.

Well you didn't have very good weather, did you?
Oh it was beautiful.

Is that so.

It was cold but it was like to-day - only a little
colder.

Well you were lucky.

ind I had the best rest that I had any place I've
been and Mr. and Mrs. Jones couldn't have been nicer.

Well that's fine - they're good old people.

They're lovely people and they treated me beautlfully
and I want to thank you very much.

I'm very glad to - anytime you want to run down there
let me know.

Well that'!s very kind.

Very few people go down there except week-ends.




Well this was during the middle

Well that's the time to go down
you'll get a rest.

And it was Just what I needed.
Well that's bully.

And thank you very mch.

I'm delighted.

Thank you. Goodbye.

of the week.

Henry because then




April 12, 1937.
5:22 p.m.

H.M.Jr? Hello

operator: Senator Robinson is gone but his Secretary is there.
Let me talk to him will you.
411 right. Go ahead.

H.u.Jr: Hello

Hoblin-

sont's Sec-

retary: Hello Mr. Morgenthau.

HeMod T2 Who is this?
Brewer speaking.

H.M.Jrs Oh hello Mr. Brewer. I just wanted to tell the
Senator this and will you tell it to him for me.

Brewer: Be glad to.
Hox,Jr: That I was - wanted to congratulate him on the

statement he made in the Senate about expenditures
to-day and about saving money.

B: Ah-ha (laughs)

HelloJd T2 ind I only wanted to wish him more power.
B: More power to him.
More power to him and it was most helpful to us.

Most helpful to you. It'11 take - give that to him
ver batim Mr. Morgenthau.

Well I - it's the most constructive statement that's
been made in the Senate that affects the Treasury since
I've been here.

Well that's lovely of you to say that and I know it
will encourage him.




That's absolutely true - the most constructive statement

that's been made since I've been in Washington that
affects the Treasury.

Thank you sSo much.

A1l right sir. Thank you.




GROUP MEETING April 13, 1937

Present:

H M.dr:
McR:

H.M.Jr:

McR:
H.M.Jdr:

H.M.Jdr:

!
H.M.Jr:
& McR:

9:45 AN,

Mrs Klotz

Mr. McReynolds
Mr. Oliphant
Mr. Taylor

Mr. Gaston
Mr. Haas

Mr. Lochhesad

Let's make this snappy, huh? Mae?
Nothing.

Did you get the thing from Mayor LaGuardia I sent
you?

(Nods yes)

He says he's cleared it with the President and
Peoples. I can see what he wants to do. What he
wants to do is to make .it possible for any state
or city that wishes to to use the Procurement
Division as a purchasing agent.

What about the Sand and Gravel Board?

He sald that's just i1t. It's a swell idea.

Of course, the way he had that thing worded, the
state people could come in on contracts that Pro-

curement has already made. Now, of course, We can't
modify contracts.

He's got an idea.

The idea can be worked out. I gave it to Hester
yesterday to redraft it.

I said, "How you going to ralse your political
contribution this year?" He sald, "We're not."

All right, what else you got? Did you g et Ihlder
started?

Yes




H.M.Jdr:

MeR:

H.M.dp:

Mrs Klotz:
H.M.Jr:

Oliphant:

H.M.Jr:

Like him?

Nice boy.

How much does he get?
Sixty-Tive.

Take him on at half.

We can't take him on &t half. We have to pay him one
day and they pay him the next day.

Just like a lawyer - "We pay him one day and you pay
him the next day."

Well, there's & statute on 1t.

I didn't mean to insult you, Herman. You can't pay
half; just alternate days - that's all.

You know, he (MecR) studied law.
Is that wnat's the matter with him?

He's found a Roberts distinetion that takes care of
it.

All right, we don't pay him half.
He's taken care of.

All right, what else? When he gets along a little
way, as soon as he's got something, let me know,
will you?

I had & nice talk with the Mayor and I sald, "Well,
Ihlder's got something and I'm going to send it up
to you." The Mayor said he'd call a group together
and let Ihlder submit to the group what he's got,
see if it will fit the requirements of New York.

I may send him to a couple other places.

Aind incidentally, the Secretary of the Mayors!
Conference is very enthusiastic about this Ihlder.

This happened since you (Mrs Klotz) have been away.
T went out and looked at this slum clearance work of
this man on half-time - going to pay him alternate




days.
All right, Mac?

Am I correct - I didn't want to tell Wallace that
these boys sold this land before Resettlement
purchasing came into the Treasury.

The land that they sold before they came into
Treasury was the land they sold to the boys in
Procurement. But they kept on after they moved
over into Procurement - they xept on selling it
to everybody they could. They're out - those
fellows. They're out.

All right. Otherwise you're all right? All right.

I had a very unpleasant conference this morning.
One of the clerks down in the Treasurer's office
that we caught with a little money on her that she
hadn't turned in, is the wife of a police captain
here, and the police captain was in to see me this
morning - felt very badly.

H.M.Jr: What did he do, threaten to arrest you?

McH: No, no, but he felt very badly. I told him we had
to go on record, ss much as we didn't like to.
Police captain's wife.

HeM.Jr: Keeping some of the money?

McR: Yes

H.M.Jr: Are they doing anything on this switching business?

Lochhead: Did & million last night after the bills were
apportioned. They sold out a million of the bills
and bought a million of the 2-7/8's.

H.M.Jr: For us?

Lochhead: Yes, against that Postal Savings loan. Gee, they
held up, they were afrald if they d umped ten million
dollars worth of bills on the merket last night....

HeM.Jrs: And did a million?

Lochhead: And they did a million late in the afternoon.
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Tell me, what was the net figure on the bills? Who
knows?
0.66
What?

Well, that was the New York; I haven't got the general
figure.

No, New York was 0.68 and that was 0.66, 0.67.
Little higher than last night.

It was 0.62 the week before, wasn't 1t?

Yes

I have nothing important. ©Sachs gave me a talk.

Who?

Alexander Sachs. About the inflation of prices and
interest rates. You might be interested in listening
to it - I mean tell it to you sometime.

Want to walk down with me tomorrow morning?

Fine.

Can you get up, or do you want to be woke up?

I'1l do the best 1 can.

All right.

I thought he was very good yesterday. He arrived at
a peculiar figure for long-term interest rates, which

is 244, and he builds it back in a very interesting
fashion.

Now, I walked down with Henry Wallace and I told him
that I was serving notice on him that I was going to
challenge the whole agricultural program, and he's
tremendously worried. He's put his boys to work on
the thing end he gave me the figures this morning, and
they're even worse than I thought. Now, in 136 his
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actual expenditures - he spent a billion one; in
137 he figures on spending practically a billion
three, '38 & billion one, and in '39 a billlon one.
In other words, he's getting over one-seventh of
the entire money, znd no one.... He sald, "fou
don't understand." I said, "Henry, I understand
more than you think." "Well, look what the farm
organization does." I sald, "I know, that's your
WOrry."

And so he's celled all his boys together and he's
putting them on it, and when he gets ready I told
him that Tsylor, Haas, Bell and I would meet with
his crowd. But I sazid, "When everybody's salked
about the unemployment and 211 that and they've
put the heat on Harry and he's come through - and
you Jjust got away with marder."” "Well, you don't
understand.” I said, "Henry, I understand more
than you think." One-seventh - one dollar out of
every seven is going to agriculture out of the
Federzl expendlitures.

Gaston: Should have been cut in two a year &ago.

HoM.Jrs Crazy! Much harder to cut now.

They'1ll probably line up and drive somewhat like this:
put in something which 1s comparable to the processing
tax. Then they'll say, "We're self-supporting.”

That'll be their story. But they aren't self-supporting.

Let them bring this tariff thing out in the open. Let
me get Hull on this thing. I'm going to smoke this
thing out. This costs too much money. This thing is
very - I never saw Henry so interested, so worried.

I wish you'd see the look on his face. This boy has
just gotten away with murder. I'm going to smoke it
out,

I knew what you were talking about, but you didn't see
me across the street.

Did you see me?
I saw you. And Wallace had his head down.

We stood by that picket fence for ten minutes, and he
was shaking his finger at me. I saild, "Henry, we're
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Just going to E0 to the bottom of this thing, when
you boys are ready." "You going to do this publicly?"
I said, "No."

And also, in the room, tnis is - you know this town.
A8 long as the group 1s so small, I'll take & couple
minutes to gossip, because you'll enjoy it. We called
& meeting at our house a couple Thursdays ago and
George prepared a memorandum on what I call "Selective
Spending," and you know, we had these various people
in - Miss Perkins and Hopkins and Eccles, end differ-
ent people, and their economists. They spent three
hours. Got a lot of stuff from Lubin. It was a good
paper,

Was 1t that afternoon that Harry had to see me - the
afternoon of that meeting?

Yes

The afternoon of that meeting Harry Just had to see
me, ride home with me. He had Just gotten this idea
of an Executive Council, General Staff, and he had a
letter in his - under his arm to write the President,
and he was going to suggest me as Chairman of this
group. oo 1 sald, well, I had &£11 I wanted, I didn't
want to be Chairman.

Then I said, "Well, what are we doing tonight?" "Oh,
1s that what we're.dolng tonight? I didn't know what
the purpose of that was." I had written & letter,
practically the same thing, out to the President.

He szaid, "Send it 2f you want, but we've got you down
as Chairman." 1 sald, "I don't want to be Chairman."

Well then, I heard this gassi? - this agll ties in to

some of the stuff you (Taylor) heard - very interesting
and very significant, but kind of a mess. Bullitt was
here with an idea for a General Staff on taxes and
spending, to be tied in with some of the things the
Treasury was doing. And now, whether he got it from
Fels or whether Fels got it from him, I don't know,

but Feis got it and he's going to have a group, and
that's what Bullitt - one of the things he was talking
with the President.

Well then, Feis and Wallace and Hopkins got together,
see, and the meeting was to have taken place this
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gfternoon. In the meantime, Mr. Merrliam comes
along, of the National Resources, and he springs

a meeting. And the President called people together
snd nobody knows what it is. But his thing turns
out now that it is a long distance planning, see,
and that group is golng to go shead and work up
toward & big meeting, the thing to be preduction
and consumption - that's what it all bolls down to.

Now, Wallace walks down with me this morning and

ne saw Fels yesterday, and they've had another talk
about this Council - Agriculture, Treasury, Commerce,
Eceles, Hopkins, and Fels of the State Department;
they think Mr. Hull would come. And who do you sup-
pose is to be Chailrman of this group? Hopkins. And
Executive Secretary, Corrington Gill.

(Hearty laughter)

Which all goes back to the thing - Just as soon as
that crowd hears that enything new is on, they go
and put their own boys on it. Isn't it amusing?

So I told Wellace - I saild, "Now listen, Henry, have
you ever seen a good economic paper come out of
Hopkins!'! shop?" "No," ne said, "I haven't seen any."

I said, "Well now, any group which has to rely on

their staff work, what can they do?" He sald, "Well,
look at Gi1l." I said, "Well, he's the best slide-rule
fudger in town." I said, "He can take a slide-rule

and make 1t talk."

Thatls the best I've heard in a long time.

Well, I didn't also say - wanted to tell him thatl one
who could equal him was Ezekiel, but I didn't say that.
Bill Myers saild Ezekiel was the only man he knew that
could give him what he wanted from a slide-rule.

I didn't know that Corry got up to Ezekiel's level.
That!s pretty high praise, isn't it?

That shows just how these people plot and scheme and
go on. So then they've all boiled down that they were
going to go ahead and I said, "Don't have a Chairman.
Just rotate, go to different persons! offices or house.
Just go around and have & meeting at your office once,
and then Miss Perkins, Mr. Roper, at my office. Just
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rotate. But have an Executive Secretary." "All right,
we'll make Fels Executive Secretary." I sald, "It's
all right with me, but don't make Corrington Gill,

and don't make Hopkins Chairman." I don't see really

where Hopkins fits in anyway, but I said, "Have him
there,"

Then what I can't understand is that when we want to
get Wallace together - to come back - the last thing he
said 1s that when he's golng to explain his program he
wants Hopkins present, and that Jjust doesn't make sense.

But it's interesting. I wanted to tell it to you, be-
cause you people pick up things around town, and you get
a little bit of this. And I'm rather kind of pleased
with myself because I've still managed to say, including
Mr., Gaston's personal friend, Elliot Thurston......

My protege.
What is this to be, a circulating Cabinet? 1Is that it?

I said, "Anyway, before you....." HNo, they'll call it
a "Super Csbinet" - that's what the press would call
it - Hopkins as Chairmen. I said, nBefore you do
anything, my suggestlon 1is you better check with the
President."

Reminds me very much of 1933. Remember that?

Well, I wasn't in on that. We were tending strictly
to our own knitting.

If tney make it formal and have an Executive Secretary
that's going to call 1it, it can't be any good.

I told them, "Make it informal. Take this problem
we've got. Why don't you glve us a paper on it. We
want to know and we want you to justify your program.
I think it's the most wasteful, extravagant thing in
town. I'd like you to Justify it."

Hasn't the time arrived when you can kill off the
National Emergency Council and all their state
officers? Perfectly useless.

It only costs a couple million and right now it might
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get the President a couple votes. I mean the price
they're paying for votes - why, that's cheap.

That's being frank.
I move that we always meet at 9:45.
Compared to a billion three.

Oh, compared to a lot of things. So that's that.
That's the way it goes. If you fellows hear any-
thing - I thought you might like to know. But I
still thought you might also know that your boss
still - that they hadn't jumped him. But this
Hopkins-Gill crowd - they're not quite as smart as
they think they are.

You're pretty frank, though.

Well, let's clear your (Magill) letters, as long as
you are here. This side of the room is interested.
No, Haas is interested too. Mac, you stay.

Is Graves about ready on that stuff, Mac - his Igoe
stuff?

He had it done last night, but he said he wanted your
man and the Aleohel Tax man and Irey to go over it
with him this morning critically. He's sitting down
this morning with them with the idea of having them
punch holes in his materlal.

Something strange happened Friday. Joe Keenan's
office called me up. I talked to his secretary
personally. Asked me if I got the fourth letter.-

What letter?

The fourth letter from him - Igoe. Three came OVer
in a bunch. I said, "No." "Well," he says, "Keenan
asked me to call you up to be sure that you got it.
I've already sent it over." It's never come yvet.

I said, "Did you address 1t to me?"

Well look, ‘(To Kieley) No, bring him in.
Mrs, Klotz will hold four o'clock for that if you
want 1t. Let her know, will you? She'll hold four

ov'eclock.
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Well, his boys will be ready by then., They will
have made all the review.

Send word to Keenan that they're going to hold
four o'eclock.




April 12, 1937,

Dear Ur. Secretary:

At your request, the undersigned group of actuaries conferred
on April B, 1937, to discuss the adequacy of the tax rates contained
in the proposed railroad retirement legielation. During the course
of the conference there was placed before the .roup a letter dated
April 7, 1337, addressed to you and sizned jointly by George U. Harrisonm,
chairman of the Railway Labor Executives Association, and J. J. Pelley,
president of the Association of American Railroads. This letter re-
quested that the actuarlal group consider three specific queries re-
lating to the cost calculations made by thae Railroad Retireament Eoard.

We have undertaiten to comply witih the request made by Uessrs. Pelleyr

and Harrison, and have agreed upon answers to the three gqueries as fol-
lows:

1. On the assumptions used by the Railroad Betirement Board
in making cost calculations, are the figures arrived at
by the actuaries of the Board correct? We are particularly
interested in the retireuwent age assumptions, wiich when
combined produce an averaze retirement of 67.2 years., We
regard tnose estimates as most conservative. . . .

We have not attempted to develop our own figures of cost, but
have reviewed the figures prepared by the Bailroad Retireaent Board
and figures derived therefrom by the Treasury actuaries. The conclu-
sions of the Treasury actuaries and also of the Federal Board of Actu-
aries were based entirely on figures calculated by the Railroad Re-
tirement Board, without change in the retirecent age assumptions, and
it was assumed that the caleulations of the Hailroad Retirement Board
were correct on the basis of the assuaptions stated.

We are unanimously of the opiaion that the retirement age assuup-
tione used by the Railroad Retirement Board are not conservative.

2. If railroad employees were affected by Titles II and VIII
of the Sociaml Security Act, individual railroad emp)loyees
retiring for many years in the future would receive old -
age benefite in excess of the value of the taxes pald by
themselves and their employers. Using assumptions cou-
parable to those employed by the Railroad Retirement Board
in cost calculations, what is the average wvalua of such
excess benefits during the period from 1337 to 1370 ex-
pressed as a percentage of the railroad payrolll
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The excess benefits referred to herein were set forth in a
letter dated March 31, 1937, from Mr. Latimer to Mr. Magill. The
calculations show that employees retired under the Social Security
Act in the early years will receive benefits worth far more than
the taxes pald by them and by their employers. If similar calcula-
tions had been made in respect to the taxes and benefits of the
proposed leglslation, it is quite apparent that such excesses would
appear for many years as they always do during the early years of
operation of any pemsion plan. In fact, these excesses would be
far greater in the case of the proposed rallroad legislation than
under the Social Security plan, because the benefits in the early
years are far ;reater in relation to the tax rates. When the cost
of Social Security benefits to railroad employees is determined on
& basis comparable to the basie employed by the Railroad Retirement
Board in its cost calculations for the proposed railroad benefit
rlan, the results indicate clearly that the excesses referred to in
the above query are not available as an offset to admitted deficits
in the proposed ecale of tax rates. On the contrary, the resulte
indicate that the additional benefits of the proposed bill over and
above the Social Security benefits could not be nrovided by the
additional taxes over and above the Soclal Security taxes.

9, Given the assumptions of the Retirement Board, and assuming
the availability of the excesses referred to in the preced-
ing question, would the actuaries adviee proceeding on the
basis of the proposed agreement, with the understanding that
both the labor organizatione and carriers will agree to ad-
Justoents if and when actual experience shows such to be

necassary?

We are unanimously of the opinlon that the proposed scale of
tax rates is inadequate, We therefore advise againet proceeding on
the basls of the proposed a reement.

Huspattfully submi tted,

sg "r ﬁ M,“ e

‘)?‘H"

The Honorable, m
The Secretary of the Treasury,
hﬂhiﬂ.ﬂtﬂ n [ Dl G-




April 12, 1937.

Dear Ur. Secretary:

At your request, the undersigned group of actuaries conferred
on April 8, 1937, to discuss the adequacy of the tax rates contained
in the proposed railroad retirement legielation. During the course
of the conference there was placed before the sroup a letter dated
April 7, 1937, addressed to you and sigzned jointly by George M. Harrison,
chairman of the Railway Labor Executives Association, amd J. J. Pelley,
president of the Association of American Railroads. This letter re-
quested that the actuarlal group consider three specific queries re-
lating to the cost calculations made by tihe Railroad Hetireaent Soard.

We have undertalkten to comply wita tae request made by Uessrs. Pelley

and Harrison, and have agreed upon answers to the taree queries as fol-
lows:

l. On the massumptions used by the Railroad Retirement Board
in making cost calculations, are the figures arrived at
by the actuaries of the Board correct? We are particularly
interested in the retireaent age assumptions, wiilch when
combined produce an average retirement of 67.2 yeare, We
refarc tnose estimates as moet conservative. . . .

We have not attempted to develop our own figures of cost, but
have reviewed the fisures prepared by tae Bailroad Retireueat Board
and figures derived therefrom by the Treasury actuaries. The conclu-
Bions of the Treasury actuaries and mlso of tiie Federal Board of Actu-
arles were based entirely on figures calculated by the Rallroad Re-
tirement Board, without change in the retirement age assumptions, and
it was assumed that the calculations of the Railroad Hetirement Board
Were correct on tne basis of the assuaptions stated.

We are unanimously of the opinion that the retirement age assump-
tions used by the Rallroad Retirement Board are not conservative.

2. 1If railroad employees were affected by Titles II and VIII
of tne Social Security Act, individual railroad em)loyees
retiring for many years in the future would receive old-
age Denefite in excess of the value of the taxes paid by -
themselves and their employers. Using assumptions cou-
parable to those employed by the Railroad Retirement Board
in cost calculations, what ie the average wvalue of such
excess benefits during the period from 1937 to 1970 ex-
pressed as a percentage of the railroad payrolll




The excess benefits referred to herein were set forth in a
letter dated March 31, 1237, from Mr. Latimer to Ur, Magill, The
calculations show that employees retired under the Social Security
Act in the early years will receive benefits worth far more than
the taxes pald by them and by their employere, If similar calcula-
tions had been made in respect to the taxes and benefits of the
proposed legislation, it is quite apparent that such excesses would
appear for many years as they always do during the early years of
operation of any pension plan. In fact, these excesses would be
far sreater in the case of the proposed railroad legislation than
under the Social Security plan, because the benefits in the early
years are far greater in relation to the tax rates. When the cost
of Social Security bvenefits to railroad employees is determined on
& basis comparable to the basis employed by the Railrosd Retirement
Board in ite cost calculations for the proposed railroad benefit
plan, the results indicate clearly that the excesses referred to in
the above guery are not available as an offset to admitted deficits
in the proposed scale of tax rates. On the contrary, the results
indicate that the additional benefits of the proposed bill over and
above the Social Security bemefits could not be nrovided by the
additional taxes over and above the Social Security taxes.

9. Given the assumptions of the Retirement Board, and assuming
the availability of the excesses referred to in the preced-
ing question, would the actuaries advise proceeding on the
basie of the proposed ajreement, with the understanding that
both the labor organizatione and carriers will agree to ad-
Justoents if and when actual experience shows such to be

necessary?

We are unanimously of the opinion that the proposed scale of
tax rates is inadequate. We therefore advise against proceeding onm
the basisz of the proposed A reement.

Respectfully submitted,

Doonar 13. XAk,
— 7R,

L]
L ] #

The Honorable,

The Secretary of the Treasury, /f;,/F.?

Washin;ton, D. C.




VEETING RE SHORTAGE BELOW EXPECTATIONS IN April 13, 1937
TNCOME TAX RETURNS 10:15 A.M.

Present: Mrs Klotz
Mr. Magill
Mr. Haas
Mr. Taylor
Mr. McReynolds
Mr. Gaston
Mr. Oliphant
Mr. Helvering
Mr. Reed (Int. Revenue)

Well, the background on this is this. We made this
check of some of the larger returns right after March
15 in order to see if we could why it was that the
revenue, particularly from individual tax returns, had
not gone up as anticlpated; snd among other things a
cneck was made of the individual returns of 193 largest
taxpayers, I guess it is, in the six big Eastern dis-
tricts - three in New York, then Newark, Philadelphisa,
and Boston.

Well, in golng over those figures yesterday, I found in
a surprisingly large number of instances that the
dividends reported in 1936 are less than those reported
in 1935, and in some cases very much less. For in-
stance, the most striking case is that of Mr. Hartford,
of the 4 & P, who reported three million four of divi-
dends in 1935 and three hundred now in 1936. Then the
Hockefeller children 2ll had an income in '35 of very
much the same smount of dividends, about four hundred
fifty thousand, and in 1936 they each of them r educed
it down to a - well, one was ten thousand and the high-
est was one hundred fifty-seven thousand; in other
words, they cut it anywhere from to one tenth to a half,
or something of the kind. So that it 1s evident that
there is something funny going on, =nd Just what it 1s
is hard to tell. 3

Well, it occurred to me yesterday that it might be that
a smart thing to do would be to send them out a letter
signed by the Commissioner along these lines - and then
I'1l tell you why I think - what I'm trying to get at.
mDear Sir: Beginning the examination of your income
tax return for 1936, I note that you have reported
dividends received in the total amount of § .
Your income tax return for 1935 reported dividends
received in the total amount of § . I should
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appreclate i1t if you would forward to this office
your explanation of the decline in your report of
recelpts from this source. Very truly yours, ....
Commissioner."

You give them 30 days?

I put 30 days in here. I don't know whether you want
to put that in or whether it would be better to leave
that out and write them a follow-up letter.

Did you see this whole report?

Yes.
Why ?

Well, let me explain. Now, take the Rockefeller
family. You see, the net income reported for Augusta
Rockefeller wes $766,000 this year and $490,000 last
year, But straight dividends were $571,000 last year
and $10,000 this year. But she received $931,000
from trust this year. They didn't want to be in that
trust last year, because last year they could report
the dividends non-payable, and this year they report
them payable.

We found that in one or two - one large tax return
they dropped from $600,000 to practically nothing
this year; when we got the returns and compared them,
we saw that last year there was a report of $600,000
received from the trust, and this year he reports
nothing.

Well, how do you explain that?

I don't just know why the reduction of the trust
income. But the reason - the three hundred that he
does report he reports as income flat; he doesn't
bother to segregate it as dividends, because nothing
is accomplished.

That's what caused 1t.

Of course, 1t's that sort of thing that I have in
mind by this letter.

Well, let's Just do one thing at a time. Is there
anything you've heard since last night why you
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shouldn't send that letter?

Helvering: It seems to me very foolish to write a letter when
the return shows on its face that the total net
income reported is greater by $276,000 than it was
last year.

Magill: Well, but the falling in - what do you have, Abble
Aldrich? - but her falling off in dividends was
3‘56':}, -}L]:jt

Helvering: Yes, but the total income - total net income includes
591,000 from this trust this year.

Where last year she reported nothing from the trust -
all dividends.

Last year she reported $571,000. Now, if her dividends
went up a&s other people's did, she should have reported
tnhree-quarters of & million.

Helvering: We think she reported $371,000.

Magills Why not ask her?

Helvering: We think we've got & better way and a quicker way.

HoM,dr: All right.

Helvering: Now, I'm taking this 143 or 193, whatever it 1s, and
making - Mr. Reed is taking direct charge of this in
the Buresu, and we're sending these out to the agents

and telling them to go themselves and investigate and
report back to us in ten days.

Jliphant: Call on the taxpayer?

Helvering: Yes, call right on them. And if the return itself
doesn't show that there is & discrepancye...

Magill: What are you taking to the taxpayer, your information
returns of dividends or what?

Reed: No, his 1936 income tax return. We're sending it to
the field for the regular investigation, but asking
that & tentative investigation be made immediately,
or this month, and to hold it there for the regular
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investigation at an early date; but that he call
on the taxpayer immediately and report back in
here in ten days why the discrepancy in dividends.
Now, if they can report - for instance, that one
particular case - and show that of the income from
trusts £970,000 some odd was dividends that was
reported as dividends last year, that would satisfy
us in that particular case.

Well now, of course, what you're going to run into
then 1s that the next time you go around and see
them, two or three months from now, you're golng to
get a good deal of hue and cry about excessive exami-
nation.

Reed: Well, at this time we won't conduct the regular
examination.

Magill: I mean the taxpayer doesn't understand that tech-
nical distinction wery well. If there's a discrep-
sncy, here he's going to have to run to his lawyer
to prepare some kind of an explanatlion for it. Now,
you come around agaln to make & complete audlt in
two or three months and he says, "What is this,
anyway? You going to try to harass me?" And that
will get in the papers.

We didn't feel he would take it that way if the
agent just walked in and said, "There's this dif-
ference between '35 and '36 on that one item. Can
you explain 1t?" And if they explain, "I made a
gift of a large block of securities this year. 1
didn't receive those dividends. 1 gave the property
to certain sons and daughters or certain trusts,"
and say who it was given to, why, that would explain
it.

Helvering: This first investigation is only to ascertaln Just
what we're asking in this letter.

Hod,dr: I personally think that thelr way is more effective.
It would be much gquicker.

Helvering: I thought it would be much quicker, because this
letter goes out and....

H.M.Jr: I arrived at it a little different way. I was golng
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to ask that in the case of the Hartfords we get hold
of the return of the A & P and see what they did with
thelr dividends.

What have you got on that?
See, I wasn't going to take...

There's a different situation. A & P made very much
less money in '36 than they did in '35.

They Jjust didn't declare it out.
I don't know what'!s the answer.

We're going to attempt to gather from our own statls-
tics down there just what dividends they paid. If
that doesn't answer the question....

Does thatalso take salaries? lhey had to report
salaries through Mr. Doughton. I was going to make
two suggestions - A & P, and also Singer Sewing
Machine, on sccount of the two parts. I was going
to suggest you take & look at the A & P and also the
Singer Sewing Machine.

Ros, if I write that letter, won't they Just refer
that to an attorney?

Yes, and that is, as a matter of fact, part of what

I have in mind. It seems to me one of the most
important things we can accomplish here is to put
these people on notice that we're making a quick
audit of these returns. Now, that is accomplished

by your method as well as by the letter. What I'm
really worrlied about is not so much this year as
next. That's what I want to do, is to find out what
they've been up to, so that we can get the law changed
before more money goes down the same rathole. Now 1f,
as you say, it is that the company didn't make the
money and didn't declare the divldends, all right.
But you can see - well, it's conceiveble they may
have used trusts, they may have used personal holding
companies, they may have used varlious devices.

If you don't want to decide it now, let's - but my
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own curbstone opinion is you'd get more information,
mucn more quickly - I think - I mean these boys will
get us something in ten days.

I think sbsolutely that they'll get 1t much quicker,
Ros.

My only curbstone objection is the one I've indicated,
Well, do you want time to think it over?

Well, of course, I think maybe that Mr. Reed's instruc-
tions in connection - he's going to handle this thing;
he's going to get this stuff - that is, if this is
approved, I think his letter of instructions should
tell the agent we want to find out about this parti-
cular item so as to prevent them thinking this is the
thorough audit.

Yes, I think you should do that.

IThink it over for a couple minutes. Let's settle it
right now. Telk it over. Let's settle it right now.

Let me throw another thing into the arena. I notice
in the case of & lot of these fellows thst they did
not give the detailed report of the source of their
dividends.

That is usual.

1l imagine that you're right. At the same time, as
long as you demend it on the return, we either ought
to get it or else take 1t off the return.

We can get it, of course, when we go in for investi-
gation, and thet could be one thing they go in for
now. "You did not fill out the schedule. We want
this information." Then, if there 13 a discrepancy....
However, I don't suppose it would be necessary togo
to the taxpayers who reported, we'll say, four hundred
thousand in dividends last year and 600 or 650 this
year; even though he gave us no schedule, we ought to

be satisfied that there....

Say that again.
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Where they report, we'll say, four hundred thousand
last year and this year 600 or 650, even though they
don't itemize it, I wouldn't deem it advisable to
even meake an investigation of that, because his in-
crease there 18 55 or 60 percent in dividends.

I don't know; on this particulasr matter, in the case
of these particular people, I would personally be in
favor of golng right down to the ground in the case

of every one of them. Now, I think you want to svold
this harassing them by repeated examinations. That

is, I don't - I would think it would be bad adminis-
tration to send & man out now and let him spend a day
with Mr. Hartford and then let him & couple months from
now spend a couple more days and then in another

month send him out again.

A1l right, I've got an answer. Let them start on
this thing now and go through with it and finish 1t.

That would delay us some time, Mr. Secretary, in
getting the information that you want.

It's all right; pull your men off something else.
This is particularly important for the whole fiscal
policy, S50.sss

Let me ask, isn't the objective here to gel an answer
to this guestlon?

Yes.

With these 143 we've got listed as showing reduced
dividends, maybe we can find the answer.

Right.

That will follow up, then, with a check of all those
I am having sent in from the flield of a hundred thou-
sand or more - that we can apply this snswer to those
in many cases.

Well, I think that's all right, but if.... In other
words, your idea is this. Supposing we take these 193
and get the information from them &s to the dividends,
why the falling off in dividends; end I would say
also why, in cases where there is a slight increase -




Oliphant:

nelvering:

. il

why wasn't the increase more, along the lines of
other taxpayers of the country. And then I think,
at the earliest possible time you can do it without
disrupting the whole organization, you ought to
audit very carefully the five thousand reports of
people with a hundred thousand or more. And inci-
dentally, I think you ought to make a check of
people who in 1935 reported a hundred thoussnd dol-
lars in and in '36 didn't.

Now, for instance, I'm - my grapevine says that
Vincent Astor has gone down to Bermuda or some place
and piped his income out of the country. 4s far as

I could see on a check, he wasn't in this list. Now,
Il v nine

Our office in New York feels that there's been a
great deal of that this year because of our change
in the Act. They can form foreign corporations,
trede on the Europe open market, and pay no lax.

I'd like to get page and verse on that for as many

of these people as we can get, because I've heard it -
Panama, Bermuda, etc. But let's get actual cases.
Every laswyer I talk to says it hasn't been done since
1929, Now let's see who's lying.

Well, couldn't you attain both objectives and meet
Magill's objection, Mr. Secretary, by sdopting your
idea snd then let the fellow make inter-reports the
minute he's got the answer to this first question.
That 1s, pull men off '35 and go right now for a full
exeminastion right down to the bottom of all these five
thousand, and the moment he gets the answer to this
first question about dividends, let him phone it in.

We can't do that, Mr. Oliphant; that is, unless we -
that is, this would disrupt the whole procedure -
unless this is more important than the whole tax
problem, because if we do that we're going to - for
the next two months I don't know how many thousand -
I don't know how to estimate how many '35's we've got
to finish, and in order to get started on the regular
examinations of '36 by July 1, we've got to finish
those 13513,

0f course, you could - how many accountants would it
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take to make & complete audit of these 190 returns?

Oh, to make a complete audit, to do it within 30
days, about 30.

Aren't some of those unsudited for '357? You couldn't
jump into your '36 without !35,

What would you think of this suggestion? The men
who went out into the field to gather these data
were unusually high type men; they were hand-plcked.
Let me send those men right back to the divisions
they worked in, with their instructions to the agent
to get the informstion, and he work with them and
let them see that the right type of men are picked
that will go in there and not harass these people
and not leave the impression of another investigation
going to follow; that they Just want to get the one
statement, verify this - not the correctness of the
return, but something thet isn't explained there;
that is, it is not self-explanatory. And that would
only take possibly 10 or 20 minutes in each office;
wouldn't even have to check his records.

Well, I think it will have to take more than that.
You see, what I am looking to mainly 1s legislation
on this thing. Now let's have that sgent report
quite in detail as to what they have done.

Well, I've listened to this thing, and I think the
thing to do 1s to take your 30 picked men and take -
whatever this number is, 190 - and pick up these
people's returns; if they haven't done '35, s tart
with '35 and just let them concentrate on these
people and stay on these particular returns. Out

of these 190, we'll get the answer,

I'm inclined to think that...

I mean I wouldn't let them drop in - "How do you do?
Why didn't you....." - I think that would be making a
joke out of it. I'd rather call on these 190 people
and just let our boys stay there and go through thelr
records.

Don't expect us, then, to have this report 1nm.
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My dear Guy, 1f this letter went out I wouldn't
have anything much under two or three months, but
I think this thing - you begin - somebody iz golng
to begin to break. In & couple of weeks, Jjust &as
soon as you find that thing, telephone this man
here; then he telephones you (Helvering), and you
get it in. You say - you give these men verbal
instructions as to what we are looking for, and
say that as soon as they've got &n answer to that,
they ecan phone it in.

But rather than to go in - "How do you do. Why

didn't you get so many dividends? Thank you" -

and go out, I'd pick up these particular returns
and make & complete audit.

I think that's right.

Well then, we can have the agent make & supplemental -
not a supplemental report, but & tentative report as
to our informstion that we want, as he gets to 1it.

That's right, have him make inter-reports. But you'd
naeve him make & complete audit of these doubtful
cases both for '35 and '36 if '35 hasn't yet been
examined.

Many of them will and some won't, We can find that,
though, end check that, and get the two years together
in one report.

And you might just add the name of Vincent Astor to
that list, tentative. He's on there.

Last year during the hearings, Hearst's figure - pald
three million dollars.

Who?

Hearst.

We have him on; don't we have him on here?
He'd be California, wouldn't he?

He may be California.
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He reports through Star Publishing Company.

0f course, you've got in Chicago - they've got one
family, the salt company

Morton?
Yes

In Chicago? You're not going to do - we haven't done
Chicago.

I know what he used to show. Used to show seven
hundred thousand. What?

Hearst isn't on there - on the New York figure.

But Astor shonld bes

Well, we'll get Hearst's name from the field.
I wouldn't be surprised that ¥r. Sherwood has them.

Has everybody sgreed? Have you agreed? Do we under-
stand each other?

Well, I Just thought that what we have in mind would
be & better procedure than Jjust the letter.

Well, the letter's out. Is that right?
That's right.

But you're going to take these names and go in and
examine all of their returns.

Just as though it's a complete audit of everything.
Will be for the 193; it will be a big Job.

And with special instructions to look for that, and
if they find it send it in right away. How soon can

you get these boys started?

We can get them started out not later than tomorrow,
beginning tomorrow.

Fine.
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The Statistical Section is calling all hundred

thousand dollar income returns. Now, they have
our bunch of 193, but they release those to us

some time today.

Send them out by evening.

I take it you can put your 30 men to work first on
such cases as seem to be inexplicable on the face
of the return.

That's right.

ind let them get that informstion and send it to us
as fast as they can get it - &s to what the examina-
tion shows.

Is that entirely sgreeasble to you (Magill)?

Entirely, yes. 1 think that's better.




