Juy 6, 1955 v
Internal ierorandum

Interview with iir. Sswuel Revourn

Mr. Reyburn wes a director of the Federcl Reserve benk of New York for
three terms, serving in ell from Jenuary 1, 1927 to December 31, 1933. ie ceme
in et the instsnce of bBenjarin Strong, served tarough the rest of Strong's life
and for five yeers under George Harrison wvho succéeded Strong ai"ter the letter's
death. He must elso hezve served under Ga‘ées McGarreh, although this w&s not men-
tioned.

Tnis interview, vhich was not strictly an interview but rather th;
listening to & virtusl monologue, took place in the President's privote dining

room of the Federal Reserve benk of New York, where Mr. Reyburn was the guest of

_Mr. Sproul. Tane fourth person at the table was Dr. John Willieris who looked very

much better than he did last yezr.

Tae.men hed been talking when I caéme in, and Mr. Sproul seid that Mr.
Reyburn was telling them how Mr. Strong end Mr, Mclxdﬁo first met in connection
with the financing of the Hudson end Manhettsn Reilroed. Tnis was tne tunnel

under the Hudsen of waich someone (Mr. Rhoeds ?) snoke just recently. Tae inci-

~dent should be looked up, for there seems to be en overtone of distrust with

everyone who mentions it. Mr. Reyburn sesid that it was not that Mr. Strong’t‘noixghtA

thet McAdoo was right .but that he was an sble man. He did not explaih further
vhet he might have been right sbout. It mey be that the Benkers' Trust pertici-
peted in the financing of the rsilroad and thnat Mr. Strong was of service in thet
cepacity. At eny rate, the story is that vhen the ngerel Reserve S.'stem wes being

set up, Mchdoo remembered Strong as an sble banker and persusded him to come in.

_0r it msy run the other way, that wnen the System was set up and Mr.l McAdoo, then

" Secretary of the Treesury, &sked Strong to come to Weshington, the latter remenbered

the promoter of the Hudson and Menhattan &s an able man end decided to go.

" Mr. Reyburn jumped from that incident to 1932 when he told Georze
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Harrison that the continuing depression celled for some such thing as the country
did in 1907, when the banicers got together and persuaded the President to declare
'é}mbre,tqrium (?). He also told William Potter, a fellow director of the Federal

Reserve Bank of New York. Govem@r Roosevelt inviiedA him to Albany to a meeting

which represented the first time that presidents of commercial banks had been ;.n-
vited there, but Reyburn did not go.

Mr. Harrison went to Washington with a group of Chicago men at the in-
vitation of‘Presidgnt Hoover. They held conferences and organized a "company of
banks" to take caré of the weak banks. Reyburn's comment ﬁs that the bankers had

8 forgotten their knowledge of psycholO"y, for no bank would admit it was a-weak bank,
’ and merefore no bank would borrow from this company of banks which was meant to
save the day,

The eventusl outcome was that Congress organized the ﬁFC.‘ ¥r. Reyburn
believed that if Benjamin Strong had lived, éomething would have been done in the
late 4'20'3 vhich would ﬁave saved the situation, presumabij before the crash of
1929.

From this incident, Mr. Reyburn wes reminded of the Geman Moratorium -

A which wWas deélared the previous. year. Eérly in 't.haf yesr he asked Mr., Herrison
B when the first instalment was due on the Young Plan e.nd was told, "Next July."
H.l.s reply was, ‘f(:ermany.c.an't pEY . Let"- have & moratorlum on tnese debts."

He was quite sure that the wey to have this done was to have France to
announce t.‘1§ mor‘atoi'ium. He tried to interest Eugene Meyer in the plan, but Meyer,
who-was not a Germen Jew but a French Jew, suid he thought the Gerzens had plenty
of money, and would havé none of ‘it. Mr. Aeyburn then tried to interest Cialren.c‘e
Woolley, a gueSt and friend of Herbe;f Hoover, but Hoover was relying on Meyer and .
fefused to listeﬁ_to Woolley.} He was, according 't.o Mr. Reyburn, eﬁremeh intolerant
of any criticismbf his opinions.or his plans (Hoovér', tﬁat is). In this ~oi:»:‘.m’.on '
Mr.. Spfoul heértj.l:}' éoncurlfedf
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Apperently, tine concern coatinued £ll spring, znd Mr. Reyburn tried
verious ways of getting to Hoover with some kind of s messenzer who could persucde
him a) that there must I:;e e porstorium end b) tazt 1t must be declured by tneAFren.ch.
Mr, Harrison's neit suggestion was, "Way not get Theodore Unitmersh? Ted could get
guoy with it." Mr. Yaitmersh weg an expeft on food wno hed been with Hoover at t1'1e
time of the feeding of Belgium and who ccrried on, or so they thought, the same
wvorship of Hoover thnt hed chztrecterize’d taet ogeration.

As .u minor detail in the situation, lir. Reyburn gscid that Mr., ¥Yhitmsrsh
had bougnt Celanese at the time under the influence of Mr. Woolley. He told Mr,
Reyburn of this, and Reyburn, who hrd sold his Celanese, told Whitmersh to sell st

fﬁ once. He did sell an? mede $15,000. Of this he took $10,000 to buy a Cadillac
and czlled it "our sutomobile.™ Appa:?ently, he ond dr. Reyourn had gay times with
that cor.

However, even this did not have tie desired effect. Mr. Reyourn told
Vhitmersh thet he wanted him to go to see Hoover. To Mr. Reyburn's uastonisament,
Vaitmersh answered, "I can't. I don't speak to that dsmned rssczl any more." .Tne
reason for this decision and this anger on the part of & former disciple of Mr.
Hoover wes not told. | |

ﬁ Lbout this time, Mr. Eugene Meyer '-rent‘ to Mt. Kisco to rest and cut off
‘ his telephone. That very night Mr. Hoover ce.llgd Mr. Herrison t6 come down and
confer on thg subject of the Germen debts. He had been convi‘nced by one of these
messengers (perheps lr. Woolley ?) thet there must be & moretorium and moreover that
France must declare it. He wanted Mr. Herrison to go and talk to hcig on the subject.
Mr. Herrison seid, cuite understendably, that he could nof, go without permission of
his board of directors.

At that time the Federsl Reserve Benk of New York hed a series of coumit-

tees which were appointed when Mr. Strong bécame ill éahd vhich had survived. Nr.
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Reyburn was on the Committece on Relations with the Board of Governors. He recalled
incidentally thet the Board wes so angry &t Carl Snyder tast tney refused to approvel
hisl péy. :
" Mr, Herrison and iir. Reyburn decided that, whiile this must be kept &
deép secret, they could tell rMr. Owen Young and Mr.. Vioolley sbout it and the boerd
éould decide that Mr. Herrison wes entitled to go on e Europeen vecetion. Taat
plan wvas set vhen the Credit Anstalt vent to the wall end the waole of Europezn
puinc finence was upset. Mr. Thomas Lemont v;\rent straight to Hoover, &and without
‘more ado, Hoover declared the moratorium himself,
| ? Tﬁ:}.s upset .tiae cerefully made dip.l.oxhatic plen to have the French call for
a a moratorium and came as & shock and a deadly insult to France. | |
‘ Meanwhile, Senetor Joe Robertson was on & camping perty in the wilds.
Word was got to him in such fasﬁion that he<agreed not to hake the business of the
moratoriumn a political perty matter. Thomes Lamont of Morgen end Compsny was in
" daily telephon’ic‘ conversation with Europe. Word was spreed tarough the newspepers, ‘
and the whole press both in Englend and t.he Um.ted States was set to spread the news
tha‘b the Frencn were go:mg to declare a moretorium. The rIoover action, m.taout any

consultin,_., of France, therefore came as & shock both to l*iorg.,an and to the Engllsh.

- Asked jmy Mr. Hoover failed to call the French, whether this was obtuseness
or intention or a mistake, Mr. Reyburn ~ahd Mr. Sproul both t’nougﬁt that it was.
obtuseness. Mr. ﬁeyburn seid tbe.t Hoover did.not know his internationnl politics,
and most men agree that he was~ singularly blind at certein moments.

Smaller incidents followed. During Worid War I Wilham Woodin was Fuel
Commi ssioner of New York and, in thet capacity, told Mr. Reyburn that '*department
stores were not essent:.al a.nd thet he was going to close them up to save fuel, Mr,
Rejburn argued with Mr. Baruch thet department stores ¥¥¥X had an educata.onal func-

tion and moreover that they e,cted as a cheerful element in popular 1life end should
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be continued.s They vere not closed.

From there Mr. Reyburn jumped to the Pecora (2) Committee and the examina-
“tion of hr. Morgen. He seid that Pecora had 9 or 10 men workiﬁg on the Morgzan files
'for,six weeks. They were not sble to turn up more then & single dubious letter. In
this letter a member of tie Morgan firm had wiitten to Mr. Williem Woodin in regard
to the allocation to him of stock of the Allegheny Corporation. Tae point et issue
was the way in which thae Morgan concern worked with & list of key men to vhom new
underwriting of stock was allocated. George Wnitney was on the stand from Tuesdey
throuoh Friday, and every morning the newspapers had a new list of men who hed teken
part in underwritings, &s though this were & proof of bribery.~ Thenks to the letter,

/? Woodin's name was on one of these lists. Reyburn was repeatedly mentioned.

Reyburn asked the press for half a column to reply. .He said thet he cpuld
not handle the matter in s "yee" or "no" fashion. Finally ﬁilliam Dewart of the Sun
seid, "Write me a'letter sbout it.“ Reyburh did so and ceme forth with e defense of
the underwriting system for‘the promotion of risky and possibly important ventures.
The letter was published end greatly cheered the Morgen firm. Mr. Wbodin, vho felt
‘that his reputation had been tarnished, wes suitably grateful at this attempt to re~
-store it.

Mr. Reéyburn seid that Mr. Woodin was not only a musician (a concert of his

»

music was given et the then-neW'Weldorf Astoria. Hotel when it was opened), but he

was also an expert on jewels, and on theém made $50,000 to $100,000 a yeer. The menner
of this wes that he acted in wealthy circles somevhat as a pawnbroker would aet in

less imposing sectors of the population. The jewelers like Tiffany end Cartier would
not loan on jewels they had sold nor would they re-purchese then when bankers,
financiers and important bu51ness men found themselves pressed for cash. However, if
tne pressure was great enough, some clerk would say, "Why don't you see William Voodin?"
AWbodln would thereupon advance the money either as a loan or as e re-purchase, end his
xkﬁoﬂledge ef.jewels was such thet he ﬁould alweys mahage}to,re;sell themlat more:tﬁan
"he, had 3ouéht.them for or loaned on then.
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Mr. Woodin was, if i understood Mr. Reyburn correctly, also an expert on
Crutkshank end the second best collector of Cruikshank items in the world. An im-
éortant‘collectien came on thie market, and he theught that he hed not enough money to
bid on-it. 'However, Reyburn‘eﬁcouraged'him to bid, and he got the collection for
slmost nothing. - Thereupon ﬁe turned it overAfor e great deal more than it hed cost
him.

Woodin had alweys been a Repﬁblican, but he got interested in'Al Smith, and
through Smith in Roosevelt., "Thus," said Mr. Reyburn, "like Farley, he changed masters."

Mr. Reyburn said that he came to New York in July 3, 1914. He got a wire
from Tnomes Cochran, then of the Astor Trust, saying, "Mo;gan and Co. wents to use you

/? for the next six nionths to save Lord and Taylor," and would he come for a week-end
confe}ence.
ﬁ?; Cochran's house on Long Island had at that time burned, snd he was living on a ‘
couple of barées off the shore. He took Reyburn up to Norfolk, Connecticut to a two-
day conference at waich Geirge Case, H. P. Davison and Cochran, then of the Astor Trust,
were present. This was July of 1914. Tae men played golf, tennis and bridge. They
talked sbout the New Haveh Reilroaed which hed gone into alreceivership. They aiso‘
talked about the Eedefal Reserve Act which had beee passed butenotlyet put ipto effect,

' They agreed it was & poor act and that bankers everywhere were being schooled against

it. in‘spite of. the fact that Davison wes a representative\of Morgan and_Cempany,.
Eﬁgland's closest frien@ emong Aﬁeriéan benkers, not & word wes sai& about the looning
war except that Germany wes selling securlities. This did not 1n the leest frighten
anybodym Mr. Reyburn, looking back, is convinced that Mbrgan did not know thet a war
wes looming, &nd that England herself did not know at the time.

He said incidentally that J. P. Morgan finisbed hisveducetion in Germany,
and helguessed that it might have been because at that time the condition in British
puBlicASchoois was so closely held that strangers such as.this Americen banker would

not have hed power to get his son'into the best of them.
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The last incident which Mr. Reyburn recounted hed to do with Russien funds
after the Bo}.shevik Revolution of 1917. Mr. Reyburn was easked by Mr. Thomes Lemont to
go onl"t.hc; board of the Guaresntee Trust. He was put on the Examining Comnittee. His
job was to look over all the credits outstending. He found thet there wes $5 1/2
nij.llion‘of Ameficgn money in Russia when the Bols:neviks ceme in, and this was siezed.

At the.‘sa'me timé, there wes $5,,600,000 vorth of Russien money in the United States.
The Bolshéviks dgmanded their $5 1/2 million, and the Guerantee (which must have been
holding itAif fhe story stends up) refused. Wheﬁ this wvas exemined, ‘Mr. Reyburri, -
Maving béén a je.ck-legged' lavyer once," said 't'.hat the Americafl refusal to pey had

4 ﬁ started the Statute of Limitatiohs to work, and that 'l';he benks néed no longer keep
reserves against a loan which was outlawed by thet statute. However, this ides was
genera;tly refuse;i by the Guaran?‘bee Boerd, and the reserves continued to be held.

Eveiything ey quiet until Frenklin Roosevelt czme to power and recognized
the Communist government of Russia. As & cohsequence of that recognition, he accepted
thé Russian plea for payment, and the Russizns sued the Guarantee. It wes suggested
that thg éfficers in charge see Mr. Reyburn vho ea'.rlier';had a good deal to do with
this. Segrch ‘reye&léd;thé Reyburn ﬁeﬁorandmn, but -the case wes taken to ﬁhe Supreme

ﬁ Court; and the opinion of that cou.rt.upheld the Gusrantee's position. The $5,600,000
er Russian money did not have to bé peid back.

Mr. ‘Reybum has promised to write more of his memoirs for his grandson, a flier,
wo hopes to go into banking, and for us. He will write on yellow paper end send
maferial to us to be' typed.

‘ No commitment wes made sbout regularly extei'xding this courtesy, but it was
clear that Mr. Spro{:l was pleésed‘ to have .’this particuler offer made at this 4particular
‘time. One might have i‘eservafions ébout going very much fu;-t.her withA this or-making it

a precedent. It may not, of course, have any effect, and we may get no further memoirs.

MAsIB
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