A BILL

Te amend the Second Liberty Bond Act, as amended, and for
other purposes.

Be it enacted by the Senate and House of Renresentatives

of the United States of America in Congress assembled. That the

Second Liberty Bond Act, as amended, is further amended as follows:

SEC. 1« The first paragravh of section 1 is amendéd to read
as follows:

Wlhe Secretary of the Treasury, witihh the apnroval of the
President, is hereby authorized to borrow, from time to time, on
the credit of the United States for tne purposes of this Act, to
provide fer the durcuase, redemption or refunding, at or before
maturity, of any outstanding tonds, notes, certiricates of
indebtedness or Treasury bills of the United States, and to meet
expenditures authorized for the natlonal security and defense and
other publiec purposes authorized by law, sucn sum Or Sums as in his
judgment may be necessary, and to issue taerefor bonds of the
United States: Provided, that the face amount of bonds issued

under this section and section 22 of this Act shall not exceod in

the aggregate $25,000,000,000 sutstanding at any one time."

SEC. 2. Tae first sentence of subsectien (a) of section

5 is amended to read as follows:
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"In addition to the bonds and notes authorized by
sections 1, 18 and 22 of this Act, as amended, the Secretary
of the Treasury is authorized, subject to the limitation imposed
by section 21 of thie Act, to borrow from time to time, on the
credit of the United States, for the purposes of this Act, to
provide for the purchase, redemption or refunding, at or before
-maturity, of any outstanding bonds, notes, certificates of in-
debtedness or Treasury bills of the United States, and to meet
publie expenlditures authorized by law, such sum or sums as in his
judgment may be necessary, and to issue therefor (1) certificates
»f indebtedness of the United States at not less than par (except
as provided in section 20 of tais Act, as amended) and at such rate

or rates of interest, payable at such time or times as he may pre-

seribe; eor, (2) Treasury bills on a discount basis and payable at

maturity without interest.®

SEC. 3. BSection 5 is further amended by striking out the
final sentence of subsection (a) thereof, realing as follows!

"The sum of tlie par value of such certificates and Treasury
bills ocutstanding nereunder and under section 6 of the First
Liberty Bond Act shall not at any one time exceed in the aggregate
$10,000,000,000,"

SEC. 4. Subsection (a) »f section 18 is amended to read
as follows:

PIq addition to the bonds and certificates of indebtedness

and war-savings certificntes authorized by this Act and amendments
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theretn, the Secresary of the Treasury, with the approval of the
President, is authorized, subject to the limitation imposed by
section 21 of this Act to borrow from time te time on the credit
of the United States for the nurposes of this Act, to provide for
the purchase, redemption or refundiing, at or before maturity, of
any eutstaniing bonds, notes, certificates of indebtedness or
Treagury bills of the United States, and to meet public expendi-
tures autaorized by law, such sum or sums as in his Jjudgment may
be necessary and to iscue therefor notes of the United States at
net less than mar (except as provided in section 20 of this Act, as
amended) in such farm or forms and Jenomination or deneminations,
containing such terms and conditions, and at such rate or rates of
interest, as the Secretary of the Treasury may prescribe, and each
geries of notes go issued shall he payable at such time not less
than one year nor more thau five years from the date of its lssue

as he may prescribe, and mey lLe redeemnble before maturity (at the

option of the United States) in whole er in part, upon not more

than ong year's nor less than four months' notice, and under such
rules and regulations and during such period as he may pres:rihe.“

S5Cs 5« By adding a new section, as followa!

"SEC. 21. The face amount of certificates eof indebtedness
and Treasury bille anthorized by section 5 of this Act, certificates
of indebtedaess authorized by section 6 af the First Liberty Bond
Act, an’ notes authorized by section 18 of this Act shall nct

exceed in the azgregate $20,000,000,000 outstanding at any one time."




SEC. 6, By adding a new section, as followsa!

"SEC. EE.. A. The Secretary of the Treasury, with the ap-

proval of the President, is authorized to issue, from time to time,
through the Postal Service or otherwise, bonds of the United States
to be known as United States Savings Bonds. The proceeds of the
Savings Bonds shall be available to meet any public expenditures
authorized by law and to retire any outstanding obligations of the
United States bearing interest or lssued on a discount basis. The
varlous issues and series of the Savings Bonds ehall be in such
forme, shall be offered in such amounts within the limits of Section
1l of this Act, as omonded, and shall be issued in such manner and
subject to such terms and conditions consistent with paragzraphs B
and C hereof, and includine any restriction on thelr transfer, as
the Secretary of the Treasury may from time to time prescribe.

"B. ZFEach Savings Bond shall be issued on a discount basis to
mature not less than ten nor more than twenty years from the date
ag of which the bond is 1ssued, and provielon may be made for re-—
demption before maturity upon such terms and conditions as the
Secretary of the Treasury may prescrlbe: Frovided, that the issue
price of Savings Bonds nni the terms upon which they may be redeemed
prior to maturity shall be such as to afford an investment yleld not
in excess of three per centum per anmum, compounded semianmunlly. The
denominations of Savings Bonds shall be in terms of their maturity

value and shell not be less than $25. It shall not be lawful for any




one person at any one time to hold Savings Bonds issued during
any one calendar year in an aggregate amount exceedingz $10,000

(maturity value).

"C. The provislone of Section 7 of this Act, as amended,

{relating to the exemptions from taxation both as to principal
and ag to intereast of bonds issued under authorlity of Section 1
of this Act, as amended) shall apply as well to the Savings Bonds?
and, for the purposes of determining taxes and tax éxemptions, the
increment in value represented by the difference between the price
paid and the redemption value recelved (whether at or before matur—
ity) shall be considered as interest. The Savings Bonds shall not
bear the circulation privilege,

"D, The appropriation for expenses provided by section 10 of
this Act and extended by the Act of June 16, 1921, (U.S5.C., title 31,
sece 761) shall be available for all necessary expenses under thils
soctlon; and the Secretary of the Treasury is authorized to advance,
from time to time, to the Postmaster General from such appropriation
such sums as are shown to be required for the expenses of tho Post
Office Department, in connection with the handling of the bonds lssued
under this section,

"E. The Board of Trustees of the Postal Savings System is
authorized to permit, subject to such regulations as 1t may from
time to time prescribe, the withdrawal of deposits on less than

sixty days' notice for the purpose of acquiring Savings Bonds
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which may be offered by the Secretary of the Treasury; and in

such cases to make payment of interest to the date of withdrawal
whether or not a regular interest payment date. No further original
issue of bonds authorized by Section 10 of the Act approved June

25, 1910 (U.5.C., title 39, sec. 760), shall be mede after July 1,
1935,

"Fa At the request of the Secretary of the Treasury the
Postmaster General, under such regulations as he may prescribe,
shall require the employees of the Poet Office Department and of
the Postal Service to perform, without extra compensation, such
flscal agency serviccs cs may be desirable and practicable in con-
nection with the issue, delivery,safe-keeping, redemption and pay-
ment of the Savings Bonds."

SECe 7« Soction 1126 of the Revenue Act of 1926 1ls amended by
adding at the end thereof the following: "In order to avoid the
frequent substitution of securities such rules and regulations may
limit the effect of this section, in appropriate clasges of cases,
to bonds and notes of the United States maturing more than a year
after the date of deposit of such bonds as securlty. The phrase
"bonds or notea of the United States! shall be deemed, for the pur-
poses of this section, to mean any public debt obligations of the
United States and any bonds, notes, or other obligations which are

unconditionally guaranteed as to both interest and principal by

the United States.™



January 29, 1935.
& The sub-committee on Housing met at 11:30 A.M. in the office
of the Secretary of the Treasury. Those present were:

Henry Morgenthau, Jr. Secretary of the Treasury,

T. Jefferson Coonlidee, Undersecretarv of the Treasury,

John H. Fahey, Chairman, Home Owners' Losan Corporation,

Marriner 3. Lecles, Governor, Federal Reserve Board,

H.B. Hackett, Housing Division, Publiec Works administration,

Stewsrt McDonald, Federal Housing administration,

Mr. Bell, acting Director of the Bureau of the Budeet’,

C.B. Upham, Secretarv of the Committes.

Mr. Fahey presented a2 memorandum which he had prepared showing
the present situation of the HOLC.

Mr. Coolidre stonted his position as beinr that the HOLC should

ave 1ncreased borrowing authorization for a suffiecient amount to
clear up applications they already have received but that no funds
should be provided for the Home Loan Banks =nd the "ederal Savines &
Loan .associations.

Mr. Fahey said that he would like to set up a Congressional pro-
gram cslculsted to stop lending by the HJOLC this vear and under condé-
tions such as not to interfere with private lending asencies but to
et them Ito action the soonest possible. The resources should be

used to as much advantace as possible, he said, with as little bur-

den 2= possible being placed on the Tederal Government. He said the
L

it was really better in the long run, so far as the budget is concerned,
to provide some money for the Home Loan Banks and the Federal Savings
% Loan Associations.

® Mr. Bell said th:t the inerease in borrowing authoritv didn't
directly affect the budeet and that his onlv attitude was one of

reluctance to see the Government's continFent liability piled up.
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Mr. Coolidge inquired if it would not be expected that news-
papers would comment thet the President hed set the budret fipure 23?
ind was now increasing it in this indireet fashion. He added that
ne thoucht this attitude would be diifferent if an announcement was

made that the inereased suthorization for ruaranteed bonds will

pe Just enougH to take care of applications already in.

Mr. Morsenthau commented that the President announced that he
is eutting down emergency lendins agencies and ask%ﬁﬁ if giving
more money to the Home Lozn Benks and the Federal Savincs and Loan
assoclations isn't an expansion of those apencies.

Mr. Fahey said that the mortgare problem cannot be dealt with
properly by the GCovernment but private business must do it. A
part of it must be taken care of through HOLC and business must be
stimulated to take the rest. If the HOLC is not zivefl enouch money
now we will rind ourselves a year hence on the eve of a2 national
election in a position where the HOLC can't stop at all., He ureged
that communities take the load =2nd thet Home Loan Banks and
federal Savings & Loan Associztions be given money to stimulate
private lending.

Mr. Morgenthau said that it seemed to him the problem was
mthich way to go, the HOLC way or the FHA way.

Mr. McDonald pointed out that the FHA works on the prineciple
of mutual insurance on private capital. The Covernment guarantee
expires in 1937. Hisks must be selected. Mr. HcDonald ssid that
they had insured about $500,000 in mortgages, that about the same
amount had been rejected, that $2,000,000 were being appraised and

® .2,000,000 were being submitted.
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Mr. Morgenthau asked if insurance meant 1% extra to the
home owner.

Nr. WcDonald replied yes, but that the interest rate on the
refinanced insured mortgage was poobably less than the home owner
had previously been paying.

kr. Morgenthau szid that someone should straichten the two
organizations out - that in his opinion thevy were no nearer a
solution of the problem today than when we Cirst met with the
Fresident.

Mr. ‘shey said that it can't be expected that people coming
to the problem fresh could in fifteen or twenty minutes understand
3ll its remifications and complications. It is a new thins, he said,
a revolutionary thing. Lenders sre not used to 80% loans - the
entire mortgagse structure must be made over. Long term amortized
mortgases have not been deelt in by insurance companies and other
mortszre lenders heretofore.

Mr. McDonald said that 67 big contracting firmms in New York
Aty want to builld 5000 homes on an insured mortgace hasis.

Mr. Mors/enthau developed the opinion that the HOLC and the
"HA meintain aeparate organizations throuzhout the country with

separate sets of appraisers and that the overhead of the HOLC

for 1935 was 339,000,000 and that of the FHA $8,000,000.

He =c2id that he would recommend to the President that the borrowing
aut ority of the HOLC be increased by 31,000,000,000 with none to be
=iven to the Home Loan Banks snd the federal Savines & Losn Associa-

tions.

vith respect to the overhead of the FHA, Mr. McDonald said
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that it should be remembered that Title I does not deal with

T

mutual mortgage insurance and expires this 7all and that a good

part of the overhead was in connection with that. The FHA can be

sheped up to do the job 1if somebody will pay the bill anmd say what
the job is. It cannot, as o mutual mortgage proposition with the
public paying the bill.

Mr. Zeeles expressed terrible disapquntmEHt with the whole
Housing setup. He referred to the plan q~iﬁh was -developed by the
comnittee on which he served a vear aro and =aid that. the admiris-
trotion of housing hadnot been in accordence with that plen. He
sald there is no relationship between the rules =nd reFulations
of the FHA o#nd the plan of his committee. If the FHA contimues
under its present reculations it means that Jmoney must be continuous=
lybe provided for the HOLC. It was not thought that Natiopel Mort-
afe assocliations woild be in operation until +1,000,000,000 of
insured mortgages had come into existence. The FHA is trring to
orcanization lNational Mortgase .issociations as a basis for creating
insiured mortgages,

Mr. McDonald said that the interpretation of the ict by the
"Hi 1is MNationel Mortgare Associations are en integral part of
the Statute.

Mr. Fahey expressed his disbelief in National vortease Associa-
tions.

Mr. MeDonald said that the FHA canm do without the National
Wortgage .Lssociations and liberalize their rules and reculations
but that the law requires them to try to develop the National Mort-

P cape issociations.
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Mr. Eccles said that Walker and Rieffler.were sticklers for
National Mortga<e Associations and that Hopkins, Fahey, Dean and
himsell agreed to put them im but ecertain they woud not work. Now
he says Moffett puts the National Mortgare Associations in the
forefront and makes everything.elsa depend on them. He said the
credit risk should be left up to fhe lending institutions - that
they have a suffielent stake to make them careful. TIf mortrages
ere down to a 5% basis and the insurance premium down to 1/2%
there might be a substential amount of mortgage business done.
Mr. Morgenthau said that he would sugeest an increased
vorrowing authority of 1,000,000,000 to 31,250,000,000 =and would
recommend that Tom Smith come back to Nashington for a week to
study the Housing situation and mske recommendations,
Mr. Fahey said that the recommendations made by Mr. Smith

vear acu were many of them sbsurd.

l'r. Morgenthau said HOLC had adopted 9 out of 10 of them,

Mr. Fahey said that they had been doing those 9 or ten for
a vear already.

Kr. Morgenth=au said he had been listenine for a vesr now to
this Housing mixup and he wssf?gtng to let the President be tut
into a Jam on account of it. The HOLC is doings 9 out of 10 thiners
that Tom Smith recommended =n4 it can be proved.

kr. Fahev sa2id that the Tirst recommendantion was that there
be no increase for the HOLU and that it stop its activities Septem-
ber 1st. If it had stopped them, he said, we would be in a fine
mesg., They did keep within the $200,000,000 limit a month and

that was a very bad thing to do.
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that of course the HOLZ eould not stop losns
without stopping applications smnd what they should have done WAS

Mr. Eccles s=aid

4

stop applications. He sugrested a ¥1,250,000, 000 compromise with

1 drop in the discount rate of the HHome Loan Baunks. He said that

he thought that the two agencies should be cotten tosether.

Nr. Morgenthau s=2id he can't understand where the PHA is

2inz. He had heen tola they would teke the pressure off the HOLOD.

He thinks we ought to have Tom Smith come ror a week. He thought

his recommend=tions of a Jear ago were far from ridiculous snd he

w2s of the opinion that the HOLC thousht they weres far rrom Tidiculous

because they hed adopted 9 out of 10 of" them.
Mr. Fahey said he had no objeetion to Mr. Smith but that the

-resident ought to be able to decide matters of -ublie policy -

(the ouzht to trust those resnonsible Or £2t rid of them. No one ean

Abgorb the Housing packrround in a few davs,

Mr. Morsenthau said that if the heands or independent neencies

can't get together he couldn't get them torether.
Mr. MeDonald said theat they were instructed to set up a mutual

‘e system - that thev were not told that thevy were a 4

stop HOLU distress end that the st was not set uv that way.

kr. Fahev reported that Mr. MolTett had said that the Iresident

Vas 1n favor of National Mortgare Associations and that he expected
12 real help from the #HA this year. No matter what wou do with

"Hi, he said, they can't be of any help to HOLC this wyear. TIf vou

HOLu too little money ﬁhis vear you will have it as a permanent

a7ency.
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oy, .

' Mr. Morfgenthau asked 4if +1,500,000,000 were given to HOLC

1ow would they need more later.

Mr.

Fahey replied that there was a very good chance they

would not need any more.
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The sub-committee on Housing of the Interdepartmental Loan
Committee met with President Roosevelt =t the White House at 1:00
P.M. Those present were:

The Fresident,

The 3ecretary of the Treasury, Mr. Morgenthau,

Undersecretary of the Treasury, Mr. Coolidge,

fovernor of the Federal Heserve Board, Mr. Eccles,

Chairman o the Home Owners' Loan Lborporation, Mr. Fahey,
Chairman of the Reconstruection Pinance Gorporation, Mr. Jones,
Assiastant Administrator of the "CA, Mr. MecDonald,

head of the Housing Division, P.7.A. Colonel Hackett,
Secretary of the Jommittee, Mr. Urham,

Mr. Fahey submitted to the President a cony of the memorandum
which had already been discussed in the office of the Secretary of
the Treasury and made 2 st-tement relative to the position of the
HOLC. He stated Mr. Conolidre's positinn with respect to giving no
funds to Home Loan Panks and Federal Savines & Loan Associations
and his own position to the contrary.

Mr. Fahey said that many delepations of Consressmen and State
officiels were visiting his offices pressing for an eXxpans ion of
the activities of the HOLC. He urged thet the Corporation be given
sufticient borrowing power now so that none will be needed o vear
hence. He said that the HOLC has more applicetions than 1t c¢an take
care of and that mﬂnylﬁr them cannot be taken care of elsewhere. The
insurence companies can take a few. e said that it had heen hoped
there would be some relief throush the "HA. He felt that Mr. Morgen-

thau had expected more of the PHA than it could dn. He explained that
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WMr. deelea was in favor of chardng the resulations of the FHA hut
t Mr. Moffett did not arree. He said that as he understood it, Mr.
Moffett would not guarantee results to the Presidens.
The Fresident interposed to sav that Mr. Moffett had not been
r hopeful of success of the THA.

Mr. Fahey caid that it was = very slow proceas.

ir. Jones sald it was very nearly imposaible,.

Mr. Yahey pointed out that the THA mirht be takine 2 precter
risk 17 theywere to have a continuous Covernment guarantea.

The Fresident asked if it was correct that what Mr. Tahey was
recommending was an expansion of the borrowins suthorit+ of the HOLC
oy $1,500,000,000 with $400,000,000 of that total either delinitely
or optionally available to Home Loan Banks and Pederal 3avinecs &

t Loan assoclations,

Mr. Morgenthau recalled to the President that tha budget had
already turned down & request for 50,000,000 additionnl for
‘ederal Savings & Loan Assocliations. He explained thet his
recommendation to the Fresident would be for a $1,500,000,000

exrension of the borrowins zuthority but before eny fumds =re

furnished to the Home Loan Banks or the Federal 3avincs & Ldan

S80ciations that there should be a definition of the field af the

IOLG and of the FHa.

The I'resident sald he thought it wou'd be a good “hing 1if
it were possible to drow a line of demarcation between the two
arencles.

Mr. McDonzld voiced the opinion that if the FHA took up the

HOLC distress load that their rules and resulations would have to
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be very noomeiberslized znd they wovrld be no longer a mutual
i

T
gvateam.

The President saié "suppose we = -~ ine=#ith the HOLC, can

we draw any line of demarcation™?
Mr. MecDonmld anid the FHA eould he chunged,
said the FHA oeannot teke distressed morteares and
nke thelr plan worle

The President ssked WMr. Eccles what he thourht.

Mr. Becles surgestod that the HOLC teke no more applications,
that it be given enoush funds to elean up appliecations already in,
that 1t be slven J5250,000,000 for Home Loan Ranks and Federal
javings & Losn Associationa and that the rules and repulations
) the Federal Heserv: Ivstem be liberalized to provide for the

rFibility of mortperes as ceollatera]l for borrowinge from Federal
ieserve Banke,

Mr. Jonas suaid that the enllegtions of the RFC had been helpal
by the operationes of the HOLGC.

Tha President aaid that the HOLU was one of the operations
rh'eh should he tapered off Just as cotton loans and seed loans,
He sucrested that the HILD be given §1,250,000,000 with the
assurance that if by January they heed more they can have a
reasonable sum,

Mr. Morrenthzu said that i that were done there was no end

the road. He explained that in the budget for 1956 the over-
head of the HOLC was $35,000,000 and that of the FHA $8,000,000.
He pointed to duplicstion between the two agencies. He susgested

that Tjﬁ Smith be brouzht to Jashington for & week to study the
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Housing situetion and attempt to draw some line of ¢em

C

swroation
hetween the agencies in the field.

The President said that i1f the FHA and the HOL({ w=nt to use

the good offices of tha Treasury and have Tom Smith make such a

stuidy that is up to them,
Mr.

Fahey thought that they should draw the line themselveas,

.

—ee Fresident said that the decision as to thal was an

e —

< o

Administrative dc:z irend susgested that the sub-cormittee £o
ahend with its plan for $1,250,20,00 of expansion of lending
power and with 1ts proposal for makine . study of the rfieid of

rerations of the two arencles,
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MEMORANDUM OF
DR, H. H. KUNG, MINISTER OF FINANCE AT NANKING
DARED JANUARY 30, 1935

The Chinese Goverment had thought the situation here
Was made clear but in view of the inquiry of January 24
deslres to summarlize, supplement, and bring up to date the
data furnished herstofore,

The Chinese Government was greatly disturbed for the
past year over the effecte of the American Silver Program
on the Chinese economic and financlal eltuation. On
February 16 in connection with the ratification of the
London Silver Agrezment for Btabllizing Silver the Chinese
Government through the American Oonsulate General at
Shanghal informall, communicated the Tollowing views:

"China eatirely sympathizes with the purpose
¢f ‘e London silver agreement on the etabiliza-
tica * ellver prices and Minister Kung has per-
sonally ~ged ratification whioh 18 now pending,
Bince Culne- ourrency is ellver, China 1s of
course vitaldl,"nterested in measures affecting
its value and in “national exchange but of
course hae 20 derli to intrude upon questions of
purely Amerisan Lutex. 1 concern. In view of re-
porte here, it may be ¢-erved that any action
resulting in a riee of iina's currency out of
relatlion to other currerni:.'s and especially out
of relation to world commo“.les would have de-
flatlonary effecte in China, irther decrease her
already reduced exports and s¢ upalr her ability
to purchase goods from abroad, 1 would algo
probably increass the present se: ms tendenaoy
towards heavy sllver exports &s nc-ssary means
of settling larg: adverse balance. | view thera-
fore of China'e vital interest, it 1& -1 ed that
the Government of China will be consuli: in ad-
vance 1f mensurea concerning sillver that o we
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materially affect China'sg currency and exchange
are in fact being contemplated.®

Agaln immediately after the American nationalization
of ellver in August the Chinese Government made the fol-
lowing further communication:

"The London Silver Agreement of July 1933
recelved the signature of China's representatives
and has more recently been ratified by the
National Government of the Republic of China with
the understanding that ite major purpose was to
secure the stabllity of the price of silver which
was thought menaced by the large surplus stocke
held by the Governmente of India and Spain. The
preamble of the agreement states in part that '1it
s to the advantage of Chlna that sales from
monetary etocks of silver be offset by purchases
as herein provided, with a vliew to its effective
stabilization'.

"It now appears that under the Silver
Purchase Act of 1834 the stability of the price
of sllver and the interests of China are as much
menaced as by the previous situation of potential
eellers, China would therefore appreciate an
indicatlon of the probably policy of America in
the future purchase of eilver in order that China
may properly safeguard her ourrency, which has
recently been flowing out of the country to a
degree that 1s potentially alarming®.

These vliews were substantiated by resultes as detalled
in a memorandum communlcated to the American Minister on

October 5, Moreover full information furnished Professor

Rogers here and subsequently concurrently furnished the

American Treasury representative, the Commercial Attache
and the Consulate in Shanghai 1s presumably avallable both
to the State and the Treasury Department. Nevertheless the

following further statement 1s submitted:
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1, Net sllver export in 1834 not including

smuggling was 257 mlllion dollars of which five
gixthe in less than four monthe from the adoptilon
of the Sllver Purchase Act to October 15 when
China wae obllged to enforce restriction to pro-
tect the currency reserve from this extraordlinary
drain, In 1834, the sllver export wae five times
the previous high record in 1907,

2, The Shanghal silver stock declined from 544
million dollars at the end of June 1834 to 312
million dollars now. Also the stock of other
leading centere declined proportionately.

3. Till July last money waas easy and finanoing
plentiful but accompanying the sllver draln money
became extraordinarily tight, 8Since the first
half of 1934 interest rose from the equlvalent of
gix percent per annum charged by native banks to
customere to 26 percent about January l. BSince
arranging the financing of new year settlement
lower rates have been nominally gquoted at the
inetance of the Government but this does not repre-
gsent real improvement since 1t 1s practically im-
poseible to borrow at any rate regardless of

security. As a consequence tightness of money led

to the sale of foreign exchange for cash at a
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premium over forward delivery worked out to be
27.4 per cent per annum yesterday for one month

loan,

4., HNotwlthstanding the tendency to world wide re-
covery deteriorstion of China'e sltuation increased
alarmingly the last slx months and the condition
now is at the lowest point since depression began.
The total forelgn trade for the second half of 1854
is thirteen percent below the first half and slix-
teen percent below the second half of 1833, Al-
though the adverse merchandise balance has declined
the draln of both gold and sllver the last three
years makes the situation here precarlous unless

the conditlons causing the adverse balance of pay-
ment are counteracted., Since July last Government
and industrial bonds declined by ten percent;
property of the Center Dietrict of Shanghei declined
about fifteen percent; industrial stocke declined
seven percent, There are wildespread business
failures in all regions including numerous important
induetrial and mercantile establishmente. Recently
Government-gupporting banks and enterprises through
the Central Bank of China, Bank of China and Bank of

Communications try to prevent further increase of

unemployment and wholesale collapse. New Year
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settlement 1is only about fifty percent of the
normal as banks fear pressure would precipltate
numerous bankruptcles which at this time would
cause general collapse. As & consequence not-
withstanding their own difficultlee banks feel
obliged to grant loan extenslons even Lo prac-
tically insolvent concerns., In order to ease
money and sustaln confldence during new year
settlement the Government 1e obliged to bring
back sllver from Hongkong at 19 percent loss 1ln
the small driblets which the financlal sltuatlon
permite but the present impaired credlt structure
end the inordinate interest rate due to the
silver drain are deetroying trade,

5. Tight money gravely lmpalrlng Government
finance ls making practically imposesible further
financing by banks. The reserve particularly that
of the customs 18 serlously threatened by the

present tendency. Reconstruction activities are

checked; for example the loan for the lmportant

project of bridging connectlng rallwaye near
Hangchow and extendlng the rallway to Ningpo cannot
be floated though already contracted for.

6. All evidences confirmed the rising of currency

value which has proved disastrous to China because
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involving parallel deflation., For detailed dis-
cussion supported by statistice see a recent report
of the Ministry of Industries Commisslion of which
Professor Buck has preliminary copy which however
containse figuree only to early 1834. Since then
the conditlione have become greatly aggravated.

Chinese Legation,

Washington, February 1, 1835.




CHINESE LEGATION
WASHINGTON

The Chinese Minister presents his complimente to the
Secretary of State and has the honor to tranesmit the follow-

ing text of a cablegram which has been received from
Dr. H, H. Kung, Minister of Finance at Nanking:

China greatly appreclates the American Govern-
ment'e consideration for China'e difficulty in
connectlon with the execution of the eilver pur-
chase program, However the Chinese Government
feels that under exlsting conditione the present
or higher price in any open ellver market
inevitably involves the loss of an essentlial part
of China's monetary reserve through legal and/or
1llegal exportation with resulting monetary chaos and
soclal and political complications international
in ecope. China however cannot ralse the exchange
to the forelgn silver parity and at the same time
prevent dlsastrous deflation and conserve the Bll-
Ver reserve on the present basie., Lack of confi-
dence in and present doubt about China's currency
resulting from uncertainty about the ellver price
and about the extent of the drain on China's
ellver under the influence of American buying are
ruilnous to foreign and internal trade and seriously
ilmpair the Government's revenue when the Govern-
ment 1es making strenucus efforts to stamp out the
communlst threat in a western province and con-
eolidate 1te position throughout the nation,

China has therefore considered how it might adjust
1te monetary and financial policy and program to
the American policy and program and harmonize the
interests of both countries and has declded it has
no cholce but to seek feasible means to abandon
the exclusive sllver baels maintained by it alone
and adopt a new currency system by ueing both
Bllver and gold with a view to linking ite currency
to that of the United States and to freelng 1its
exchange from uncertainty attached to the silver
basls under present conditions,.

American cooperation is essentlal to that end
1f China 1s to escape from the present lmposalble
eltuation and pase safely through the trying trans-
itlon to a new monetary syetem without a perliod
posslbly prolonged of inconvertible paper money
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accompanied with grave risks to internal if
not external stability, The Chinese Government
hopes the American Government will be able to
act along the line indicated by the memorandum
of January 21 pending an arrangement whereby
Chins would Bupply the American sllver require-
ment in an endeavor to agslet the American
Government and would obtain American support

in currency reorganization, To this end

China outlinee the following plan:

Under exlasting circumstances
r to supply the requirement

thereof, the period

and the sale price o

agreeable, Given time ang facl

Ltogether sufficient gilver in the hand of the
Government China could provide for the entire
requirement out of the country'e holdings,
suggested that in the first year China gell

200 million fine ounces with tolerance to China
of fifty million fine, Subsequent delivery 1is
to be arranged se soon as the Anerican Governmant
indicates 1ite requirement, The price 1s to be
determined either on a gradually rising scale

or at a flat valuation above the Present price
depending on how rapldly and to what valuation
the American Government deelres the silver price
to be raised,

. hanging the currency of the
entire country in a brief time from silver to a
currency linked with the United States of America
dollar China would require immediate resources B8O
a8 to establish confidence during the transition
and provide a sound basisg Tfor the new currency
wihlch would require protection &galnet temporary
adverse balance of payment consequent upon China's
ellver exchange being out of line with the level
of the world's commodities and leading foreign
currencles. Buch resources further would tend
to aesist in repalring the serious damage to
China'e economy resulting from the loss last year
of 260 million silver dollars vital reserve plus
the amount emuggled and consequent extreme tight-
nese of the financial market.
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Currency experts estimate that the minimum
resources required would be a loan or long term
fund amounting to United States of America dollars
100 million, In addition to this a credit of
like amount against future delivery of silver to
be drawn upon 1f and when required is desired
80 ag to ensure beyond question the sounminess of
this currsncy reform. It 1s hoped that this
eredlt would not be drawn upon at all because
the reform based upon Amerlcan cooperation and
a settlement of the silver difficulty would
iteelf command general confldence,

Bectlion 5. It 1les understood that the above
propoeal 1s condltioned upon a final agreement
on a feaslble currency program, The Chlnese
Government earnestly hopes that the foregoing
wlll recelve favorable conslderation with a view
to promoting a solution of the silver difficulty
and encouraging trade development,

Chinese Legatlon,

Washington, February 5, 1936,




January 30th

Jackson came over to see H. M, Jr. about a
settlement of a tax matter in which Basil O'Connor 1is
interested. The Attorney General asked H. M. Jr. whether
he wanted to speak to the President inasmuch as Basil
OfConnor is concerned. H. M. Jr. informed the Attormey
General that he never discussed these cases with the
President and, therefore, did not want to make an
exception 1in this case. H. M., Jr. is interested to know
whether Basil O'Connor has enough influence with the
President to have the President approach H., ¥, Jr. on
this cCase,




H.M.Jr:
Senator
Smith

H.M,Jr:

E_'[ |

Morgenthau talking. How are you?

Well I don't know since I've been pulled through the

™ S T T i ol e S

wWwell Oscar Johnston i3 here with me and he says you
have been very considerate and courteous about my
coming up there ,

Yes and YTT1l —eomm o e e am
g0 that can advise you
in the military situation.

Well now Senator I'm always at your disposal, Now if

I come up there what ean I talk about?

I just want you to come and give the decrease in our
revenues from imports, if any. Just give a =tatement
as to the 1f there has been.

to lmports, and I would like to have
a

1 see,

Just a 1i=zt of those and, 1if you see fit, you ecan just
state the facts, 1f you see fit to do 1%,

before your
Department as the reason for being decreased. We will
take care of the other features after legislation.
ind I'm not going to let this thing get away - get out
Into a discussion of this military system that will be
taken up 1in another section.

I see. Well I'm perfectly willing to do that. I don't
think 1t will satisfy a certain gentleman on your
committee.

I don't give a darn. I handed dovm this morninz that

I want to state to you that I never was more delighted
In my life in the manner in which Wallace handled himself.

Fine.

He just did ——-----. Now I'm not golng to have this
thing run away into everybody's hands.

Well what time do you think you want me up theref®




Well what time could you come? -- Now is
going on in the morning. What time do you think you
would be able to come?

uf

Nell most any time that you say. If I knew I could go
on at a certain hour.

Well I'11 eall you - that's what I'1l do. 1I'1ll notify
you in time to get here.

It only takes me 15 minutes to come up. 7You couldn't
say about 12 o'eclock?

Well I expect we will get through by that time and

but I think it will be just about 12 o'clock tomorrow.

0 hink vou could put me on? X e o K.
You think ¥ 1ld put ? At 12 o'clock

Yes.
Thank you very much.

Youlre welcome.

anuary 30, 1935.
Wedn E‘?Edﬂ:f -




STATEMEUT OF SECRETARY MCRGENTHAU
FEFORE THE SEMATE COMMITTEE ON AGRICULTURE

January 31, 1935.

I am appearing before you at the invitation of your Chairman, Senator
Smith. I believe that the main considerations affecting the subject of
foreign trade have been ably presented to you by Secretaries Hull, Wallace
and Roper, and thers is probably little »of value that I can add. I am,
however, happy %o renew the pleasant and satisfactory contacts that I had
with your Committee during my experience in the Farm Credit Administration.

I will simply review briefly some of the ealient facts in our dealings
with other mations as they have come tn our notice in the Treasury Depart-
ment.

The outstanding feature of trade in 1934 is the decline in the
trade of gold bloc countries in contrast with the marlted increase in the
countries which did not adhere te the old gold standard. Exports of
gold bloc countries as a whele decreassd 8% from 1933, while exports
nf the other group increased 19%. Likewise, imports of gold bloc
countries dropped an average of 8%, while the imports of the other
group increased 17%.

Thus, the exports of France declined 4%, of Germany 144, of Italy 16%,

of Balgium 4%, »f Netherlands 3%; while the exports of the United States

incrensed 27%, of Canada 23%, of Japan 16%, of Bragzil 23%, of United

Kingdom, 7%, of Mexico B80%.

The situation with regard to imports presents an even more favorable
pieture of the non-gold bloc countries.

Our own forelgn trade far the year 1354 has shown a marked improvement
nver 1933. This is true both of exports and of imports. Our exports

have increasel from 1.6 billion to 2,1 billiens, an increase of 27%. Our
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importe 5f merchandise increased from l.4 billion to l.6 billion, an in-

crease of 14%. The United States had a "favorable" balance of trade which

wang more than double that of 1933 -~ 478 million as against 225 millien.
During the past year onur net imports of gold amounted to l.l billion dollars
and »f silver 86 million dollars.

A survey ef our leading items of export reveals how practically every
region of our country has shared in the increased forelgn trade. Exports
of wheat, coprer and antomobiles, parts and accessories more than doubled
in 1934 as compared with 1933. Other large increases occurred in iron and
ateel mill products, industrial machinery, chemicals, tobacco leaf, crude
petroleum, lumber, meat products and wheat flours.

nDo=-000
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Dr. Tvewerr, Here?

Senator Murrar, Yes,

Dr. Trvowert, No; we were asked only in relation to cotton.

] :il-llmﬁu‘ Muwrny., Won't you ask the Agiculture Department to
do that!

The Carammax. My understanding was that the Agriculture De-
artment was to cover all EIFL‘JHEI.]:ITE agricultural products. Now,

think as he suggested, cotton being dominant, you are dramatizing
the situation, but it would be interesting for us to know about other
exportable agricultural products.

Senator Monrmy, In my view of the situation I think lard and
pork products are involved as that raises the question of embargoes
and restriction of other countries, such as the Ottawa Pact, those
factors entering into the importation of lard and so forth.

The Caamsan, May we now indicate to Dr. Tugwell that he and
I will follow it 11-E together with the Secretary of Agriculture to see
that we have asked for data on those subjects. That will stand
as @ request now.,

Now, in view of the fact of a call of the Senate, there is a matter
that perhaps can be disposed of over in the Senate that a good many
of us are interested in, we will take a recess until 2 o'clock and we
will then carry on.

{Thereupon, at noon a recess was taken until 2 p. m.)

AFTER RECESS

(The hearing was resumed at the expiration of the recess, 2 p. m.)

The Caamrman, The meeting will come to order. We have pres-
ent with us here the Secretary of the Treasury, and I have asked him
to come hers and give us a statement as to our exports and imports.

Now, it must be recognized that Mr. Morgenthau is Secretary of
the Treasury. He is placed in the position here where he is sup-
posed to carry out the policy that 1z handed down to him by us
rather than to initiate any monetary policies, and I presume that
he would feel more hesitancy right now even if he was at liberty
to give his opinion, that he would feel more hesitancy right now
in view of the pending decision of the United States Supreme Court
on certain policies or certain laws; and I understand the difference
between the position Mr. Morgenthau oceupies in the administration
of our laws and ecertain other Cabinet members. Mr. Morgenthau.

STATEMENT OF HON. HENRY MORGENTHAU, JR., SECRETARY OF
THE TREASURY

Secretary MorgextRAu, Mr. Chairman and gentlemen: I am ap-
earing before you at the invitation of your chairman, Senator
Smith. T believe that the main considerations affecting the subject
of foreign trade have been ably presented to you by Secretaries
Hull, Wallace, and Roper, and there is probably httle of value that
I ean add. I am, however, happy to renew the pleasant and satis-
factory contacts that I had with your committee during my ex-
perience in the Farm Credit Administration.

through,
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I will simply review briefly some of the salient facts in our d
ings with other nations as they have come to o fea in £ T dar
ury IIJEI:artmEnt. 2 R s e

'he outstanding feature of trade in 1934 is the decling ;
!“rmln of r'.nhi-_hlnr countries in contrast with the nuﬂ'ﬁkplf‘;miul:l-‘rpme
in the countries which did not adhere to the old gold ﬁtnndl"s]e
Exports pf gold-bloc countries as a whole decreased 8 percent f s
1983, Fl.’hj]la exports of the other group increased 19 percent l[l'ﬁm
wise, imports of gold-bloe countries dro ped an nwru;ﬁ: ni'-' g ! .ﬂ_
cent, while imports of the other group inereased 17 percent, i

I'hus, the exfu:rls-‘ of France declined 4 percent, n}' Germany 14
percent, of Italy 16 percent, of Belgium 4 percent, of H»Lhﬁrlirn&
4 pereent; while the exports of the United étﬂ.t-uﬂ increased a7 :
cent, of Canada 23 percent, of Japan 16 percent, of Brazil 23 o
cent, of United Kingdom 7 percent, of Iﬁ'w_-::im 80 percent B

:'zrl.‘rlﬂll.]f' Warre, Is that in volume or value L

:",-:rvrurg:u'j.' _!h[wml::-"rrl.w. Dollars, of the eurrency of the country

Fhe situation with regard to imports presents an even more f Vi
ubH picture Erf‘ the non-gold-bloc countries, i

ur own foreign trade for the year 1934 has show - '
provement over 1933, This is !nilr- bhoth of ex nrt;i?n?] t::fu :iﬁTllulrEt“'-
:.J_'llr exports !:H‘-’E.]ﬂl."!'i‘ﬂ.h?l:l from 1.6 to 2.1 billions, an im'rcnl:a.- ;f
=i percent.  Our imports of merchandise :'ncrt-m.-pd‘frmu I.-i to 1.6
tJJ]]IEHI, an increase of 14 percent. The United States had a * favor
uEh- balance of trade which was more than double that of 143'.51
478 million as against 225 million. During the past wvear mu-.m-f

imports of gold amounted to 1.1 billio . X :

A survey of our leading jtems of export reveals
;ENJI region of our country has shared in the increasad foreign trade
uxports of wheat, copper, and automobiles parts and accessories
more than doubled in 1934 as compared with 1933. Other la e
creases occurred in iron and steel mill prixdduects, indIUaLrinl nm.-:lr;’ir:trlrl:'.,

chemicals, tobacen leaf
1 : eriude petrole
wheat flour. ? I um, lumber, meat products and

{ﬁmmtnr Thomas took the chair.

aenator Trosers, T would like to ask you this question, Mr, Secre-

tary, and if for any reason v i

1 \ son you think any questions I ;

are not proper, do not hesitate to !‘illﬁ' 80, }ﬂ‘% are trn.ringntic?};iﬁ"ﬁkﬁ{iﬁz
. -

way to mnerease the prosperi :
first question, ¢ prosperity of the cotton producers, That is the

wf::lf course, what helps the cotton

I r]_"]::.e[}-;‘jtlj:]e l\l-'l:“ltﬁ-tf“-.k Pl'ﬂLi.llC‘ETH, and the fﬁr]nﬂm Eﬁnﬁ'rﬂ"\".

b Mo :il.tF'h s about half devoted to the production of cot-

ot o _..tujlz wern States depend very largely for their subsistence

Thﬂlf:'lh'r.ﬁl. :fil' ':".m:fltl 1!:1_:=||' SUCCess 1N raising cotton. It pow u]i!mm

e i Sorit n_li rica’s competing nations in cotton production are

{:'_'q;ﬂ_nilﬂp -_.d_ : I|:II:|.-I ?11'“.' La 1] .i-':liw:alr, Ei!h'll:lﬁ Hj]l.rld]_' ﬂl-!l“.l{'it l’x".“hlﬁi\'l‘f‘f Fﬂr
Now, I want ty '-t":E’ Brazil, Argentina, Egypt, and China.

my reasoning is f ey e Proposition and I would like to know if
\ 15 Taulty. Each of these countries recently along with

the United St i
fecisi "é thi:f'i‘:p'li_g:*iﬂf*pwﬂate-:l the value of their monetary unit;
r products has increased

: | I I } - f. ] a
£ : || . = I ) x - - &
4 ] -

how practically

producers likewise helps the wheat

o
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apinion, is this rensoning sound : That if we could raise the price of
silver throughout the world that that of itself would raise the value
of the units of thosa severnl countries and that by raising the value
of the unit—for example, Mexico with its peso, and China with its
dollar, and Japan with its yen, and other countries having their own
names for thelr monetary units—by raising the value of the silver,
raising the value of their monetary units, and by raising the value of
the monetary units we raise the cost of the production in those coun-
tries and to an extent we raise the cost of the production of cotton
and we would thereby tend to serve the best interests of the cotton
producers of Ameriea.  Is that sound?

Secretary Morsextuav, It is an awful diflicult question to answer,
Hir.

Senator Trosmas. T would not urge an answer, but I would like to
have you consider it. I will leave the question with you and have
you lfﬁn]t about it Inter.

Secretary Moncextoap, I would appreciate it if you would give
me a chanee to answer.

Senator Taosas. We are here in a sincere effort to help.

Secretary MorcexTtiAv, It is such an important question I would
not want to give a snap judgment on it

Senator Tromas, We have an impression, some of us, that the
raising of the value of the silver, not toe high, but if we raise silver
to $1.20 an ounce on the present value of our dollar that it wonld
only raise the value of the silver in it to about 85 cents an ounce, or
the old value of the silver that was in, really as high as it was before
the war, and as it was for 100 years of American hf!'.*, so that we are
not proposing to raise the value of silver to anything like itz value,
say, the first 100 years of American existence, but it just pecurs to
zome of us that if we raised the value of silver to $1.20 an ounce we
would make the silver in a dollar worth a dellar. That would raise
the monetary units in these silver countries, that would raise the cost
of production there, and by so doing we would enable our cotton
men in the South to produce on a comparable basis with the pro-
ducers of cotton in the other cotton-producing countries,

It is the opinion of some of us that uniess we do this that the cotton
men of the South must either go out of the business of raising cotton
or they must fall to the standard of the cotton producers of Mexico
and Chile and Egypt and India and China. Now, our reasoning may
be bad. If it is, we want to find it out. Of course, no one wants to
do any injustice to any of our neighboring countries, but I think our
duty, speaking for myself, 18 to our American people first. They
have been going for a long time and they have done the same thing
to our gold that we have done to our silver, and our smart folks
don't know. or they won't tell us. We want to find out for ourselves.

Secretary MoreextrAU. 1 understand the question. [ am not pre-
pared to answer, but I will be very glad to work on it.

Senator Trostas, Personally, if yon would ask your expert ad-
vigers to submit their opinion. ;

Secrotary Morgextiav. 1 would be very glad to do it.

Senator Tuomas, That is all I want. .

(At this point Senator Smith resumed the chair.)

The Ciatesan. Mr. Morgenthau, we are very glad to have the
statement that you have made. Is Mr. Johnston heret

through,
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Mr. Johnston is connected with both the Department of Agri.
culture and the Treasury Department.

Mr. Johnston, you have been selected to go more into the details
touching the matters before us, and as indicated this morning, and
s Secretary Wallace seid about cotton being the predominant ax.
port business, it has been emphasized here and comparably with
other exportable agricultural products that suffered along the samsg
line and perhaps to the same degree that cotton hllﬁ-—ﬂﬂﬁ likewise,
I think gci'&tnry Hull has given a very instructive and constrye.
tive view, and we would be glad now to have you give us your views
a5 Lo the situation re]nt.ilre to the part that has bean assigned to you
by the Secretary of Agriculture,

STATEMENT OF OSCAR JOHNSTON, MANAGER 1833 COTTON
PRODUCERS' POOL

LOBE OF EXPORT TRADE AND MEANE OF RECOVERY

Mr. Jomxsron. Thank you, Mr, Chairman,

Gentlemen, first let me make it clear

Senator Carrer. Mr, Chairman, let us have for the record the
name of the gentleman and the position he holde,

Mr. Jouxsrox. My name is gmar Johnston, the address is Seott,
Miss. My mormal and ordinary occupation is that of a cotton
farmer. At present I am engaged and connected with the Depart-
ment of Agriculture in the capacity of manager of the 1938 cotton
producers’ pool, and I am connected with the Treasury in the ca-
pacity of Assistant to the Secretary of the Treasury with particular
reference and regard only to the contacts of the Treasury with agri-
culture, and as they relate to agricultural commodities.” 1 have no
connection with the Treasury with respect to its general economie
or monetary policies. In appearing before the committee I do so
both at the request of the Secretary of the Treasury and the Secre-
tary of Agrieulture, in respect to agriculture particularly cotton.

First, gentlemen, with your permission, before going into my
general statement, there have been questions asked of leFEI'E]‘.It wit-
nesses on the stand that have likewise been propounded to me b
members of this committes in which you are probably very rnucg
interested ; I should like to answer these questions,

One question asked was with respect to the number of varieties
or classifieations of cotton. Tt hae en suggested to the Secretary
of Agriculture that thers are probably 100 classes of cotton.

It is rather important, T think. that you, in framing legislation
nffecting cotton, should keep in mind a little more definitely the
division and classification of cotton because in the administration of
some of those laws that have been enncted with regard to cotton
we have been confronted with difficulties because of the general
tendency to deal with cotton using it in a generic sense, all inclusive,
rather than taking cogmizance of the fact that we produce many
different varieties op classifications,

There are recogmzed and traded in generally every day in the
United States 16 distinet staples ranging from three-fonrths of an
ineh in lengih up. There are recognized and generally traded in
every day 13 distinet grades of cotton ranging from ordinary to
good middling and one somewhat obsolete type, even above good
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The sub-committee cn banking legislation of the Interdepart-
mental Loan Committee met at 10:00 a.M. in the o/'fice of the
Undersecretary of the Treasury. Those present were:

T. Jefferson Coolidre, Undersecretary of the Treasury,

Marriner 5. Eccles, Governor, Federal Reserve Board,

Leo T. Crowley, Ghairman, Federal Derosit Insurance Corporation,

Jesse H. Jones, Chairman, Reconstruetisn Finanee Corporation,

J.F.T. O0'"Connor, Comptroller of the Currency,

A.W. Willeox, Legislative section, office of the General Counsel

of the Treasury.

Tom K. Smith, Legislative Committee, American Bankers Assn.

C.B. Upham, Secretary of the Committee.

The sub=-committee had before it a draflt of the legislative
proposals of the ¥DIC and of the omnibus bill proposals of the
Comptroller of the Currency and the Federal Reserve Board.

Hathjﬁr. Crowlev and Mr. O'Connor expressed preference for
a breakdown of the banking bill into three bills instead of having
it composed of three titles.

It was the consensus that the FDIC bill was satisfactory
with the single exception of the rate of assessment to be levied
upon banks.

Mr. O'Connor thought we would have a better, popular and ¢ons-
titutional argument if a distinction were made between insured and
uninsured deposits. He sald he was not so particular as to the

exact rate but he thoughtthat 1/8 of 1% on the insured deposits

and 1/10 of 14 on uninsured deposits would pull the Corporation

ﬂ through,




-

€ Mr. Jones suggested 1/12 of 1%.
n

Mr. Eccles said that he preferred to stick to the prineciple
or 2 I'lat tax on all deposits and stated that there were many
comrensations to the banker for even =a fairly heavy assescment.

Mr. Coolidge expressed m preference for a flat rate.

ir. O'Connor said that when the bill is passed we will be
enjoined and that many of the big banks will be glad to say and
10 advertise thet they are not insured,

Mr. Willecox when asked by Mr. Coolidre said that offhond he =
cruld see no advantace from a constitutional standpoint to drawing
a4 distinction between the assescment on insured deposits and those
that are uninsured.

Mr. Q*Connor s=zid that when the bill neﬁs on the hill, Coneress
will put in a 15 meximum rate and leave it to the disceretion of
the Board as to how much to charrce each year,

Mr, Jones incuired whether that opinion was bnsed on Juderment
or informetisn =znd Mr. O'Connor replied that it was based largely

information.

Upon a round-robin expression of orinion as to the rate to be
charged, Mr. O'Connor voted for 1/8 of 1% on insured and 1/10 of
l> on uninsured deposits.

Mr. Jones said that he preferred 1/12, that he will vote for
1/10 or for 1/8 and 1/10, but that he prefers the prineiple of
the flat tax.

Kr. Smtth voted for 1/12. Mr. Eccles 1/10, Kr. Coolidee 1/10.

There was some discussion of when and how to end the double

S

liability on banks.
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Mr. Coolidge suggested that a definite date of July 1, 1937

B
A
be rixed.

Jones said it ought to be rive years,

U'Connor advanced his formula that when surplus equals

double liability ends.

Jones seid this was sound, but Mr. Smith and Mr. Coolidre
said that it had better not be done that way, that it resulted in
inequalities,

Mr. Cnclidge instanced the case of the two hanks,_nnﬂ with

%2,000,000 capital and no surplus =nd so ¥2,000,000 1iability and

the other 1,000,000 capit=l and +1,000,000 surplus a2nd so no

l1abllity. He also said he didn't like to see the bank with 9 0%
surplus snd still fully liable.

It was finally ﬁarped to provide for the end of double
liability on July 1, 1937.

There was discussion of resl estute loans by Hafimnal banks,

Mr. Jones said that he was for the liberalization but that he
#ould meke it loans upon imnroved revenue bearing real estate.

Mr. Zccles said that was now in the law. He surgested that
there might be straieht loans up to 504 or 60% for as long as 3
years, but that on 20 vear loans the amortization prineiple should
be included.

Mr. coolidge sugeested that a totzl smount be rut in the bill
and the details left t0 the reculstions of the Federal Neserve.

Mr. Eccles sugrested thet it be 75% of time deposits but that
it ineclude "other real estnte”.

L ] Mr. Coolidge thought this too high.
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Mr. Smith surrested that it be fixed at 50% of time deposits

or 100% of capital,the ldter provision to take care of beanks
with no time deposits,.

Mr. O'Connor said thet the greatest trouble of the banks had
heen real estate losns and this would put us right back.

Mr. Hecles said that if the commercial banks could not meke
real estate loans thnﬁ their savings rfunds should be taken awsy
from them. .

Mr. Jonesa pointed out that the cmuntr; hanks made recl estate
loans but not the city banks.

Mr. Of'Connor rejoined with the remark that city banks are
still open.

Mr. Coolidge said that sound Massachusetts savings banks
had made many real estate loans.

Nr. O'Connor said thet the three worst banking situations in
the eountry - in Atlentie City, in Detroit and in the Hew England
sevines banks resulted from heavy real estate loans. Ha =aid there
sas a horrible situation in the New Eniland 3avings Benks and that
they are probably the worst spot there is.

Mr. Jones said that if banks can't make real estate loans
the Covernment will have to do 1t.

4 slight change was made in Seetion 328 of the omnibus bill,
the parenthetical clause to be inserted as follows (other than a
Mutual 3evings Bank).

1t was agreed that privete bankers should be left in.

It was sugcested that Mr. Coolidge, Mr., Q'Connor, Mr., Eccles

crowley act as a clearing committee to work tocether to
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& follow the bill through Conrress.

It was the consensus that there would be no objection to tha

committees on the hill splitting the bill after it was received by

them.

Tom Smith said that 95% of the bankers program 1s in the bill

and that its introduetion by the ‘dministration will create a

tremendous smount of good will,




STATEMELIT OF SECRETARY MOURGENTHAU
EEFOHE THE SENATE COMMITTEE ON AGRICULTURE

January 31, 1835.

-

I am appearing before you at the invitation nf your Chairman, Senator
Smith. I believe that the main considerations affecting the subject of
foreign trade have been ably presented to you by Secretaries Hull, Wallace
and Roper, and there is probably little nf value that I can add. 1 am,
however, happy to renew the pleasant and satisfactory contacts that I had
with your Committee during my experience in the Farm Credit Administration.
I will simply review briefly some of the salient facts in our dealings
with other nations as they have come tn our notice in the Treasury Depart-
ment.
The outstanding feature of trade in 1934 is the decline in the
trade of gold tloc countries in contrast with the marlted increase in the
countries which did net adhere te the old gold standard. Exports of
gold bloc countries as a whele decreased 8% from 1933, while exports
of the other group increased 19%.  Likewise, imports of gold bloc
countries dropped an average of 8%, vhile the imports of the other
group increased 17%.

Thue, the exports of France declined 4%, of Germany 14%, of Italy 16%,

of Belgium 4%, »f Netherlands 3%; while the exports of the United States

incrensed 27%, of Canada 234, of Japen 16§, of Brazil 23%, of United

Eingdom, 7%, of Mexico BO%.

The situation with regard ton imports presents an even more favorable
picture of the nnon-gold bloc countries.

Qur own foreign trade for the year 1934 has shown a marked improvement
over 1933, This ia true both of exports and of imports. Our exports

have incressed from 1.6 billien tn 2.1 billions, an increase of 27%. Our




267

-2

imports »f merchandise increased from 1.4 Dbillion to 1.6 billion, an in-
crease of 14%. The United States had a "favorable" balance of trade which
was more than double that of 1933 -- 478 million as against 225 millien.
During the past year nur net imports of gold amounted to 1.1 billinn dellars
and of silver 86 million dollars.

A survey of our leading items of export reveals how practically every
region of our country has shared in the increased foreign trade. Exporte
of wheat, copper and mutomobiles, parts and accesseries more than doubled
in 1934 as compared with 1933. Other large increases occurred in iron and
steel mill products, industrial machinery, chemicals, tobacco leaf, crude
petroleum, lumber, meat products and wheat flour.

ado—-nlo
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The sub=committee on banking lesislation met in the ofTice
of the 3Jecretary of the Treasury, at 11:00 A.M. Those present 258
ware:

Henry Morgenthau, Jr. Secratarv of the Treasury,

. Jefferson Coolidre, Undersecretarv of the Treasury,

Marriner 5. Eccles, Covernor, Federal Reserve Board,

Leo T. Crowley, Chairman, Federal Deposit Insurance Corpora-

tion,

J.'.T. O'Connor, Comptroller ol the LCurrency,

esse H. Jones, Ghalrman, Reconstruction Pineance Corporation,

C.B. Upham, 3ecretary of the Committee.

Mr. Coolidze stzted thet the three titles of the Banking BHill
were completed except for determination of one or two matters
high he sugrested be settled at this meeting.

Mr. Crowley and Mr, O0'Connor stated that Senator Glass had
asked for a copv of the title relating to the Federal Deposit
Insurance ..¢t and that they had felt that it was desirable,
and perhaps necessary, that it be given to him =nd this had been
done.

Mr. Eccles asked whv they had given it to him and stated that
janator Olass had also wented s copy of the bill amendins the
"ederal Reserve Aet, but that he had explained to him that it was
not completed and did not believe the Senator was interested 1in

looking over proposals which micht not be cleared or included.

said that he had assured Senator Glass that he would not discuss

with anvone outside the Adhinistrntiﬂn before he discussed

with the Senator.
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Mr. Crowley said that the DIC draft had been ready for
some time and that in his opinion it would never have done to
refuse to give 1t to the Senator and that the Senator would have
been riled.

Mr. Jrowley and ilr. 0'Connor reported thsat Congressman
teagall had tulked with Senator Glass and that he was fearfull
senator Glasa would introduce the FDIC Bill today and that
shairman 3teagnll was asking for the same privilege.

Mr. Morgenthau telerhoned to the President. The President
sucssested that Mr. Morgenthau telephone Chairman Steagell telling
him that the Precident would speak to him over the 'phone eround
= o'elock 2nd ask him if he would be willing to wnit that long
for his decision. WNr. Morgenthau *phoned Chairman Ztesgsall
2nd found that arrangement satisfactory.

It was surgested thut the bill might he cleared with the
resident before 2 o'clock snd Congrescman Steegall snd 3enator
‘letcher permitted to introduce all three titles today. This
would make it appear that Conrcressman Steagall was working with
the Administration znd he would be at no disadvantage by reason
2f the Tact that Senator Glass had introduced one title of the
0111, even if that occurred.

It was agreed thst 1n the section amending the [federal Reasarve
.2t with respect to real estete loans of National banks, that
they would be permitted to loan 60% of the amount of their time

and savings deposits , but thast this amount would include "other

rezl estate”. It was agreed that the loan might be up to 75%

of the value of the real estate.
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1t was agreed that instead of asking that members of the
o federal deserve 'oard be riven the same snlary as Associate
uetices of the Surreme Court, that it would be the same salary
53 Cabinet Members. It seemed to be the general opinion that
Congress would not agree to anything more than 415,000,
'here was discussion 28 to who should have final authority
market decisions - open market committee or the Federal

Board. The Federal Reserve Board now approves or dis-

proves the recommendations of the oren market cormittee. The

proposal in the bill is for the open market committee mede up

of three members of the Federal Reserve Board and two Federal
leserve Bank Governsrs to have the final say.

Mr. Morgenthau said that if the Board remaina the same as
now he doesn't want them to he the open market committee.
negcessary, he sald, to heve split second action in open

ket operation transactions.

It was explained thnat the Board has given the open market
committee authority to buv or sell up to 250,000,000 of Covern=-
ment securities and that, within this limit, ¥Mr. Burress, as a
practical matter, does the buying and selling.

Mr. Eccles said, however, thzat it took a week to met the
:260,000,000 authority. He said that he is for the proposal that

seisions of the open market committee be final,but that the
"ederzl Reserve Board will not like it.

Mr.Morpentha: said that 1{ the Treasury did not heve a
stabilization fund and the other funds at 1ts disposal, that

Government credit would still be at the 3% for 13 manths stage
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where it was when he took office. He felt there is a possibllity
that Congress mny'gﬂ even further than the suggested proposal

and thet in the end the Treasury will be conductine open market
sperations itself directly. The Federal Reserve Board has done
nithing to help Government credit or stabilize the market for 3
Government securities znd the whole burden has been carried by
the Treasury.

Mr. O'Connor said that it "looks like zsction"™ to him.

Mr. Eceles pointed out that the proposal substitutes the
netion of 5 men for present action by the twelve fovernors
plus the Federal Reserve Board - since at present the decisions
are reached by the open market committee of twelve Governors
and are then subjeet toc epproval by the entire Federal Reserve
Hoard.

Mr. BEccles raised the point as to whether the banking
committees would be czlled to the White House or whether the Bill
would be sent up by the Fresident.

Mr. Morgenthau suggested that that be left to the decision
of the President.

The group, with the exception of Mr. Morgenthau, adjourned

ta the office of the !Indersecretary with the understanding that

two coples of the comrlete bill would be brousht to the Thite
House by Mr. Upham not later than 1:30 P.M.

In the Undersecretery's office, the group was joined by
Mr., Wyatt, General Counsel of the Federal Heserve Board, Mr.
7i{1lcox and Mr. Bastedo of the Legislative section of the

Treasury.
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Mr. Eecles read s letter which he Proposed to be given to
the President for use in transmitting the bill to the banking
committees il he so desired. 3Some changes in the letter was
suzgested and there was an informal agreement that it would be
retyred and sent to the President as soon as recdy - although
Vr. O'Connor was doubtful about some of the langusage which was
uaad}gﬂi Jones characterized it as "just words",

There was some discussion whether the Federal Reserve DBoard
would have the authority to issue the refulations governing
open market operations and it was agreed that they should,

Mr. Jones suggested that he would amend the bill to rermit
braneh banking, at least county-wide or cifp~wide in eities of
certain siczes.

It was explained that this proposal had been considered =nd
decision reached to propose it separately, if at all.

Mr. Upham took the two cories of the bill |torether with a
memorandum to the President summarizing the bill section by
section) to the #hite House, shere it was presented to the

Iresident by Mr. Moregenthau.




E.MJr:

H.eM.Jr:

H. M. Jri

H.M.J13

Hello - Mr. Speet _ denry Morgenthau, Jr.
Yes Mr. Morgenthau.

Mr. Bpeed, I'm calling you up - off the record 1if
you don't mind -

Oh certainly - certainly.

We started today, after two or three weeks of plarning,
a check-up in New York on all places that sell liguor -
block by block in cooperation with the Governor and
with the Mayor and we don't know what the results are
golng to be, we don't lmow what the courts are goling
to do but we do know that New York is the worst place
for bootleg liguor in the United States. We put in 100
men and the Mayor put in 100 policemen. I asked

Mr. Gaston, who 1s here with me, to go up to New York
and to call on any of the publishers who would care to
get first-hand information on what we're doing.

Welve any publicity Just yet but
if the papers think that what we're dolng is worthwhille,
we would a little later in the week llke some editorial
support. I'm particularly worried about the courts,
because up to now the New York Judges elther have been dls-
charging the priscners or glving them ten day sentences
and everybody that we contacted up there, including
United States District Attorney, Lehman and Mayor
LaGuardia are very enthusizstic about this program end

I wanted to tell you simply that we have no police power
that's all.

Yes I see. About this man that 1s coming up -

Gaston - G a s t 0o n.
I didn't get that.

Herbert Caston. He left on the one o'clock train and
het'll call you up.

Yes.

I don't care for publicity now until we know better
where we're at.

I see. Well I think that's very wilse.

And we refrained from giving out any statement but I
did want the publisher's office and the editoriesl offlce




to know first-hand as to what we're doing.
I see,.

And as I say I'm sorry to say that New York is the
worst place in the United States.

Yes,

And we've been making a really drive to
wipe out non-tax paid licuor.

Yes. Well I think it's

Thank you.

Alright, theank you very much.

Thank you - goodby.

February 4, 1935.
NMonday .
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Hello Mr. Doughton.

How are you?

I'm fine.

Are you coming down in the morni-g?
Tomorrow morning

Tomorrow morning, ves.

Is that right?

Yes thatts right - sure.

Now has Miss Perkins communicated with you?
What's that?

Has Miss Perkins communicated with you?
Not in the last few days - no.

Well T asked her to come with me,providing it was
agreeable to you.

Why of course 1t 1is.

Well I thought 1t would be better, from everybody's
standpoint, 1f she came up there with me.

That's alright.
wilse

Because other/I'm afraid that the opposition may try
to play me off agaln=t her.

Yes.
You see?
Yes.

And i1f we both come up together why I think that that
shows that there's no rift in the officizl family.

suit you or
————m—e—emee—ew——=speak to the Committee about that.

What I called you about this morning was this. We had
a 1little conference here last week with two or threee of

Y = e e e e e e e e

We declded that we would suggest to you that you assign

one of your best legal men to study of the
Legal Division of this




We'd be very glad to do that.

and I thought that you would assign a good man to go

over with him ~=-= = —cccee—.- the Texas Division
and ask the Attorney General to Psslgn a man

N ——————— TN PR R Ll R i e et

and your man might be better.

Well when we left there Monday night I asked Mr. Oliphant
to make a study of the bill.

Yeos.

ind I imagine by now he's done it and as I understand it
you want us to specialize on the tax feature.

specialize in incorporation with

Dever (?7)

Dever.

Because he's the man we hzve to rely on t0o =re—r—re—-

February 4, 1935.

Vonday .
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ECONOMIC SECURITY ACT

TUEBDAY, FEBREUARY &5, 10306

House or RErrESENTATIVES,
CosmiTree on Wave anp MEeans,
Washington, D). .

The commities met at 10 a. m., Hon, Hobert L. Doughton (chair-
man) presiding.

The Caamsman, The committes will be in order.

The first witness this moming, in further consideration of the
ﬂnmm recovery hill, is Hon. Henry Morgenthau, Jr., Secretary of

We are also honored with the presence of Miss Perkins, the Seers-
tary of Labor, whom we shall be glad to hear if she desirea to make &
statement this morning.

Mr, Secretary, we shall be pleased to hear you at this time,

STATEMENT OF HON. HENRY MORGENTHAU, JE., SECRETARY OF
THE TREASURY, ACCOMPANIED BY A. J. ALTMEYER, SECOND
ASBISTANT SECRETARY, DEPARTMENT OF LABOR

Secretary Morgentaavu. Mr. Chairman and gentlemen of the
committes:

The chief suggestions that we should like to make in connection
with the economic security bill are the following: (1) The substitu-
tion in the contributory old-age annuity system of a seale of con-
tributory taxes and benefit payments that will facilitate the con-
tinued operation of the system on an adequate and sound financial
basis, without imposing heavy burdens upon future rations;
gz} the transierence from the Social Insurance Board to the Treasury
Jepartment of the function of issuing and selling voluntary annuity
certifientes; and (3) administrative simplification.

QLD-AGE FROVIBIONE

1. By inau ting & national contributory old-age annuity system,
the Federal Government is undertaking very heavy responsibilities
extending from year to year into the indefinite future. Under the
modification that we shall suggest, as well as under the plan now
incorporated in the economic security bill, the sums to be paid out
sach year in benefit payments will rise to more than $4,000,000, 000,
It is obvious that we must make sure now that the provisions incor-
porated in the bill will enable the Federal Government continuously
to meet the heavy and recurring liabilities that will be imposed upon
1t.

2. Under the provisions now embodied in the economic security
bill, the Federal Government ia called upon to defray, out of its general

ana
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revenues, not only one-half the cost of the Federal-State system of
m:-nmn!rihutur_? old-age assistance, but also the cost of sy tantial
unearnad gratuities that are provided under the contributory system
for persons who will retire during the next 40 years. The benefits
provided for such persons will be substantially in excess of the con.
tributions, plus intereat, made in their behalf. Such excess benefit
payments would be borrowed from eurrent contributions to the fund
and repaid with compound interest in subsequent vears. In conse-
ql_lenm, under the present bill, by 1980 and forever after, the cost of
the contributory system to the Federal Government is estimated gt
$1,500,000,000 n year. This burden is in addition to s Federal cost
estimated at 504,000,000 a yvear in 1980 and thereafter for the
noneantributory system,.

3. The alteration that we recommend will make it possible, without
the imposition of onerous burdens upon the future, to provide eeni-
ties ranging from $22.50 to $582.50 per month for individuals whese
monthly wages have averaged $1560 or more: $15 to $55 for those
whose monthly wages have aversged $100; and $7.50 to $27.50 for
those whose monthly wages have averasged $50—the monthly annu.
ties in ench case varying with the number of years of contributions.
I'his scale of benefits is the same as that now incorporsted in the
oconomic security bill for those who retire during the first 10 vears
Cur scale i somewhat smaller than that now incorporated in the bill
for those who retire between 10 and 30 years after the system goes
into effect ; and our seale is distinctly higher thereafter. The & FEreeate
benefit lmjr_mmta under the plan that we propose are mubatnnﬂﬂ!y
identical with those now incorporated in the bill, a5 may be seen in
the appended tables. The small number of individuals whe receive
very modest annuities under the seale that we recommend would be
cligible to have these supplemented under the noncontributory system
precisely as is the case under provisions now ineorporated in the hill

4. Any sactuarial computations extending indefinitely into the
future, such as are necessary for the establishment of & national
contributory old-age annuity system, mevitably rest upon assump-
trons and forecasts that sre subject to & very considerable margin of
error, _Subiect to this acknowledged limitation, it is our opinion that
the nationa contributory system can be lsunched and maintsined on
s sound financial basis by establishing the combined rate of pay roll
and earnings taxes at 2 percent for the first 3 vears, 3 percent for the
next 3 Years, 4 percent for the third 3-vear pfu'fud, 5 percent for the
i:ltuurl,h d-year period, and 6 percent thereafter; in substitution for

e rates now imcorporated in the bill, which start at | percent and
]F.Il'l'.'l increased by 1 percent at the ond of each 5 years uniil a permanont
ovel of 5 percent, is reached at the end of 20 Years.
t.hﬁi ,.?fiﬁumhlqad contributory tax rate of 5 percent is the minimum
: At will permit the payment of adequate annuities and at the same
ime maintain the financisl integrity of the system under both the
present economic security provisions and under our proposed altera-
tion.  But a 5 percent rate can do this only if it is imposed from the
start. Under the present provisions of the economic security bill, a
i arcent rate does not go into effect for 20 years. Hence, under the
ill & heavy deficit is sceumulated in the early vears, and the small
smi?m paid on behalfl of individuals now middle-aged or pver ure kept
50 low as to be far out of keeping with the benefit payments scheduled

j-l
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for them upon retirement—despite the fact that the majority of such
individuals will bave means of their own. Under our pro :
G-percent rate that goes into effect st the end of 12 years will make
up for the deficiency created by the low rates that will be in effect
during the earlier years of the ?'u'tam

6. Under our proposal, the Federal Government would guarantes
an mveatment return of 3 percent on all receipts from the pay-roll
and earnings taxes that were not currently disbursed in benefit pay-
ments, Such sums would be used progressively to replace the out-
standing public debt with the new i‘iahﬂil,y mcurred by the Federal
Government for old-age annuities. To the extent that the receipta
from the old-age annuity taxes are used to buy out present and future
holders of Government obligations, that part of the tax revenues that
is now paid out to private bond holders will be available for -;r]-n:f-ag:u
annuity benefits; thereby minimizing the net additional burdens upon
the future. Such sccumulations and public debt retirement will, of
course, be relatively small during the first 10 years by reason of the
low tax rates with which we propose that the system should be
inaugurated,

. 7. It should be eimphasized that the Federal Government, by
insugurating a national contributory old-age annuoity system, is
undertaking responsibilities of the first magnitude. Not only is it
committed to paying & 3-percent return upon all collections in excess
of eurrent benefit payments involved, but it is also diverting for the
purpose of old-age security & very large fraction of its possible tax
revenues. But we recommend this deliberately, in view of the
outatanding importance of objective. We know, moreover, that
even in the absence of the well-considerad legislation, we eannot avoi
important financial outlays for the care of the sged. Students of
our population trends tell us that the proportion of the aged and of
the dependent aged in opr population gives promise of increasing
very materially in the course of the next few generations.

8. There are some who believe that we can meet this problem as we
go by borrowing from the future to pay the costs. They are willing
to incur the large and growing new liability for old-age annuities
without effecting any compensating reductions in the outstanding

ubliec debt, reductions that could be represented by & reserve accoun
in the Treasury. They would place all confidence in the taxing
power of the future to meset the needs as they arose,

We do not share this view. We have already cited the fact that

the sggregate benefit paymenta under our proposal, as under that of
the economic security bill, will eventually exceed $4,000,000,000 a
year. We cannot safely expect future gemerations to continue to
divert such large sums to the support of the aged unless we lighten
the burdens upon the future in other directions. 1T we fail to do this,
the £4,000,000,000 & year will be & net additional burden. Such a
burden might well jeopardize the continued ﬂmmtiun of the system,

If, on the other hand, wo are able to roduce the necessary outlays of
future generations in other directions, as by retiring a large part of
the public debt, and by the provision of useful public works, we can
look forward with far more assurance to the continued lllljlpﬂrtlrﬂf

8 desire

the system. This, then, is the ruqm&u of our proposal. W
to establish this system on such sound foundations that it can be

continued indefinitely in the future; and, at the same time, to meat
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the highly desirable social objective of providing an adequate annyity
without a means test to all aiia'il:nla workers upon retirement, th

8. We recognize that the incidence of the pay-roll and
taxes appears to be iargely upon the mass of our population. But
should be emphasized that the effect of these taxes is to provide a
substitute form of savings from which our workers will receive far
greater and more assured benefits than from many other forma of
savings now in existence. These taxes, in other words, will not be a
net deduction from workers' incomes, They will release funds A8
well as relieve anxiety, hitherto directed toward the universa) problem
of pm?idinﬁ agninst one's old age.

10. Further, it is entirely possible that improvements in our reve.
nue.system may permit us in the course of time to reduce various
taxes on consumption goods; and thereby to return to the mass of our
population in this form what is taken from it in the form of pay-roll
and earnings taxes,

11. Appended hereto are tables presenting the character of the tax
rates, net total contributions after deduction for administrative ax-
penses, estimated benefit payments, Feders] contributions, and re-
serves, under both the national contributory old- provisions as
n?w incorporated in the economic security bill and under our proposad
flteration,

VOLUNTARY ANNUITY CERTIFICATES

It would appear to be highly desirable that the function of issuing,
and determining the terms and conditions of issue, of voluntary an-
nuity eertificates be in the hands of the Treasury rather than in those
of the Social Insurance Board.

These certificates will be direct obligations of the United States, and

will invelve rates of interest, direct or indirect. T! ny will differ,

chiefly in form, from other interml-beuﬁuﬁb!igat&nna of the United

States. For example, a 20-year Treasury bond contains the promise
of the United States to make 40 semiannual interest payments as well
a5 o prineipal payment at maturity., An annuity certificate would
also contain the promise of the United States to make a series of per-
odical payments. Depending upon the character and form of the
annuity, these payments might be made monthly, uarterly, or other-
wise tha_ir. might be made for a stated limited pariﬂﬁ, or they might ba
made until the death of the holder; or they might even be made in
perpetuity to any holder. Whether the payments were to begin im-
mediately after the urchase of the ennmty, or whether the contract
ealled for payments beginning 20 or 30 years from that date, or when
the holder attained the age of 65, the certificates in all cases would con-
stitute promises of the United States, precisely like other direct Treas-
ury obhgations,
 The Innguage of title V providing for these certificates is very broad
in character undlwqulrlgéppenr to permut the sale of all the types of
certificates just indieatéd. Tt would be wholly desirable to retain
such a broad choice of forms; but the intent of the Congress in provid-
Ing this wide range should be made absolutely clear, In event,
however, the terms of issue of the certificates and the rates of interest

involved would appear to be proper matters for determination by the
Treasury,
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Before taking up the next paragraph, which is entitled " Adminis-
trative ISimpl:i.Iiuntfun ", I would litke to say that from hers on I am
presenting the Treasury's own attitude toward the collection of this
tax; that is, this is the attitude of the Buresu of Internal Revenue
on whom the burden of collecting these taxes will fall. A= I say, this
is purely the Treasury's statement. Up to this point, those of us who
bave worked on this bill are in complete aceord.  But I wish to point
out that from here on the matter discussed is one which has ﬁen
brought to my sttention by the Bureau of Internal Revenue. [ feel
it is my duty to point that out to the committee, and I want to em-
phasize once again that this is purely the Treasury's attitude,

Mr. Coorer. Mr, Chairman, may I ask the Secretary A question?

The Cuamuax. Mr, Cooper of Tenneaseo,

Mr. Coorer. By that, ]"-'FlrEI Secretary, we are to understand that
the Economic Security Committee is in agreement and submfis
jointly all of the statement which you have read up to this point?

Secretary Moraentaau, Up to this point, yes.

Secretary Perrins, Yes, sir.

Mr. Treapway. May [ ask a question, Mr, Chairman?

The Caamrman, Mr, Treadway——

Mr. Treapway. From the point where you are now about to read,
your Department is not in agreement with the bill as submitted to
us? Is that what you mean, Mr. Secretary?

Secretary Moncentrav. I would not put it that way. I simply
feel that this is a matter the responsibility for the carrying out of
which will fall on the Bureau of Internal Revenue, They raised the

int as to whether they can enforce this, and 1, as Secretary of the

reasury, feel that I should bring it to the attention of this committes,

Mr, Treapway. 1 assume that you concur with the Bureau of
Internal Revenue on this point?

Secretary MorcexTaAv. Oh, yos,

Mr. Treapway. You approve what they are recommending to
you for you to submit to the committes?

Secretary MorcENTHAU. Yes Otherwise, I would not read it.

Mr. Treapway. That is what I assumed.

_ Secretary Morcexntaav, I would not read it unless I believed in
it.

Mr. Taeapway. 1 wanted it to be perfectly clear in the record.

Secretary MoroeNTHAU. | want to make it clear that Miss Perkins
and 1 are in complete accord, but this particular matter is purely
one of administration.

The Critesax, Please pmr'imrl,

Secretary MoroExTRAD.

ADMINIETRATIVE SIMPLIFICATION

This committes is well acquainted with the Treasury’s attitude on
law enforcement. If thereis a law on the statute books to be enforced
by the Treasury, we insist on enforcing it to the utmost of our powers.
But in one respect the bill in its pressnt form imposes a burden upon
the Treasury that it cannot guarantee adequately to meet.

The national econtributory old-age annuity system, as now u!:m-
posed, includes every employee in the United States, other than those
of governmental agencies or railways, who earns less than $251 a
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month. This means that every transient or casual laborer is |

that every domestic servant is covered, and that the lnrgir?rnﬁdua‘ﬂ?&:d
class of sgricultural workers is covered. Now, even without u,f
inclusion of II]'lE'lﬂ-B three classes of workers, the task of the Treasury
in administering the contributory tax collections would be extremel;
formidable. If these three classes of workers are to be im;]uded?
hntwwpr, the task may well prove insupersble—certainly, at the out.
set, v :

I want to point out here that personally T hope th lasses
can be included. I am sim 1? pointin uuﬁtmm:dﬂﬁfsgmﬁw
difficulty of collecting the tax II;um those classes,

Mr. Reep. Mr, Secretary, your views with regard to the difficulty
of collecting this tax coineide with the experience of Great Britain

far ﬁ m?ﬂ dmumtu:_m.-nri-i-e cluss is concerned over thers,

-ecretary MorGeNTHAU. | am sorry, Mr. Congressm
not familisr with the experiences ;-F Gireat ﬁnt&m li-“:i;'nam;i.t!m|ﬁ:':!m
pointing out what I feel is a difficulty. Perhaps we can work uu{
some way of overcoming that difficulty.
th{r.t{izi;p. The British an;nmm:t had that difficulty, exactly

ong the lines you mention, and those w i
the provisions of their sar:urilt:r act. B A s

Secretary MoncexTiav. 1 do not happen to be familiar with the
British experience or practice in that respect.
di!’}!‘!miflualliguﬁw- Iuhmhnruwnrds, You are presanting a verv serious

iculty which yo r )
m‘:ﬂrmniing':‘ You have thus far not been able to find a way of

Secratary Mogaentaav. Up tonow. But I am asking the B
of Inte Revenue to try their best to find some way E’hgmh:rfl?iz
tax can be collected. As soon as they find a way, I shall ask them to
bring it to this committee's attention, '

Under the income-tax law, the Bureau of Internal Revenue last
year handled something less than 5 million returns; with the present
nearly universal coverage of the bill's provisions with respect to con-
tributory old-age annuities, we estimate that some 20 million returns
would be received.  In addition, there would be required the sale of
stamps to be used in connection with hundreds of thousands of odd
payments for casual work, often for only a few hours’ durstion. We
E-tugmm, without question, the nead of these classes of workers for
4 t‘i hulﬂc protection that is offered other employed workers under the
e ut we should like to ask the committee to consider the ques-

EIHI'I-T;LEI‘JHT it 18 wise to jeopardize the entire contributory system,
;ﬁ. well as, possibly, to impsir tax-collecting efforts in other fields,
¥ the inclusion under the system of the necessity for f ar-flung
Il‘rlll'l.lllt:tf _dntm]eti. and very expensive enforcement efforts. r
n :‘ltni:]h of the great im portance of our objective, wa should greatly
Eg'm @ imposition of administrative burdens in the bill that would
reaten the continued operation of the entire system. After the
E:tem has been in operation for some years, more inclusive coverage
¥ prove to be entirely practicable; but we should like to mr:ﬁa
EJ"BI'EFI] launched in such fashion that its administrative as well as its
nIunmul provisions contribute directly to the sssurance of its suecess.
ussume 1t will not be necessary for ma to read the tables that are
sul%Tl;r,Fﬂ mn mnna:lsrll_lnn with mi statement,
HAIRMAN, ' i 1
I 86 Fecont ot pf;iﬁf.t think that is necessary. They will be put
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(The tables submitted with the statement of the Secretary are as

followsa:)
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Boores: Commities an Feomscdnd Becurlty,

Mr. Kxvrson. Mr. Secretary, you are making soms ree B
tions of changes in the bill I,I'm.tj.r Wjﬂ'- have before Ex? o U

Secretary MonroentHAU. Yes, sir,

Mr. Kxvrson. It was my understanding that the bill we have
before us, H. R, 4120, was the product of the Economic Security
Committes appointed by the President.

Secretary MorcexTHAU, That is right.
ta.M{' Kxurson. When were these changes agreed upon, Mr. Secre-
r

Secretary MorGesTav, Mr. Knutson, the fact that the changes
have been made as late as this is purely my own fault. Unfortu-
nately, I had so many administrative duties to perform. I worked for
d months on the $4,800,000,000 bill that was recently before the
f.u:rn,FrmE.. I took part in the preparation of the Budget. So it is
my fault that I did not get to this earlier. | simply felt that T had
better be late and be right. y

Mr, Knxvrson. We have put in 2 weeks of hearings on H. R. 4120.
I am just wondering wheiher the changes that you have proposed this
morning would necessitate continued hearings, perhaps for as long a
fime as we have been in session on this hill,

Secretn?l; MoncextrAU. Of course, that is up to the committes,
88 tf whether they want to have further hearings on the bill,

Mr. Vixson. May I suggest to the gentleman from Minnesota that
several of these suggestions that have been made this morning were
mentioned during the course of the hearings., Feor instance, the ex-
clusion of the pricultural workers, domestics, and the casual workers
lrﬂﬂl the contributory plan was diseussed freely, as I recall it.

r. Witte made the statement that the exclusion of those from the

eontributory system could .
fund or to t-hﬂyﬂ_}'ﬂtem. uld be had without any added burden to the

Mr, Exvrson. That is true.

The Cramman. If Mr. Knutson will vield——
Mr. Kxvrsox, Of course, et
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The Coamuanw, The Chair would like to suggest that unless some-
one should request to be heard in opposition to the proposed changes,
further hearings will not be necessary on those proposed changes.
Should any one request that they be heard in opposition to those
changes that might change the situntion. ;

Mr. Knurson. Mr. Secretary, under your annuity plan as propoged
this morning, what is it going to cost in 19807 Y

Secretary MORGENTHAU, 1 the contributory part of the plan it
will cost the Government nothing. It will be seli-sustaining,

Mr. Kxvrson, What will the entire plan coat? Wil it materially
change the cost to the Federal Treasury? v

Secretary MonrcEsTHAv, The noncontributory part of its will cost
the Treasury something over $500,000,000.

Mr, Kxvrsox, That is in 1880, And that would become o fixed
charge upon the Treasury annually, of $500,000,0007

Secretary MoraenTHAU. Yes, '

Mr, Exvrson. What about the old age part of it?

Secretary Morcextrav. That will be zero. :

Mr. Kxvrson. You mean the old-age pension plan will take care
of itself in 10807 .

Secretary MoraenTHAT. Yes, sir, ; :

Mr. TrEapwaY. Mr. Seeretary, you speak about being delayed in
getting up your recommendations. We have been urged to hasten
this bll. You regard this as a very important piece of legislation,
do you not? !

eretary MoroesTHAU. Very important. ;

Mr. TreEapway. Do vou think there is any occasion for Congress
to hurry in its consideration of it? 3 :
Secratary MorgeNTiAU. I would not advise the Congress, air.

Mr. TreEapwa¥. Oh, you have so many times and In 50 many

wavs, I think we ought to ask for your advice now. i
Ser;mtnr_v Mornestaav, | have never been so rash as to advise

Con :

E'Jr. Treapway. Let me spproach this from a different avenue,
then. It is queer how much confidence some Eﬂfflﬁ have in Con-
gress, much more than T personally have, wit & present set-up
|::Ifllv:['r. Secretary, Dr. Witte insisted—I do not mean ingisted In
the rude sense of the word—but was very positive that we should
hasten to proceed as rapidly as possible, because he said there wera
44 State legislatures in session this year.” Do you think that the
action of Congress shu:m{::l htq in any way ?undhsewgn :i '}n. or hased upon,

ialatures may do after congressional action:
w%ﬁjﬂ:ﬁflﬂ Mnnu-nur'rum. I do not think I could answer you on a
question like that. You have been here so much longer than L.

Mr. TreapwAy, That was the resson given by Dr. Witte for
Eu%ﬁat.'mg to us to hurry our sction. Personally, I do not agree
méml:;ﬂ MorgENTHAT. You have been here so many years, you
know much better than I what Congress should or should not do.

Mr, TrReEapway. But is not that a fair question, Mr. Secretary?
We are advised by the secretary of this committee, of which you are
the chairman, or one of the most important mem

Secretary MoncENTHAU. Just & membear.
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Mr. Treapway, Your secretary, your employee, has v dafi-
:::m'h advised us to hurry. Do you spprove hi rmmmm-:?ﬂ.iunagr
Mr. Diswey. Mr. Chairman, is that in order whan i
portant business to proceed with? E DT i
Mr, DivegLy. Mr. Chairman, I object to the gentleman shusin
the witness, 4

Mr. Treapway. You object to what?

Mr. Dinceus. 1 suggest to the gentleman from Massachusatts that
he has been trying to force an answer to that question from EVEry
witness who has appearad here,

Mr. Treanway. 1 have a right to do that, as & member of thia
commities.

Mr. Dinvoent. 1 submit that the secretary is not here—

Mr. Treapway. 1 am not insulting the secretary in any way
I shall submit to the chairman of this committes, not to you, sir j.»_,,:
judgment on what I am deing. The chairman has the power to i'map
order here, not & subordinate member of the commitiee,

The Cuamman, Gentlemen, I hope we will not have any contro-

VErsy.
I'rl};. Hiui, Will the gentleman from Massachusetts vield to me?
Mr. Tieaoway. Yes, but I do not intend ¥
Mr. Hitr. I am not going to lecture yon.
Mr. TrEApway. No, and I do not intend to take it. [Laughter.)
., Mr. Hiww, I just want to ask the gentleman from Massachusotts
if he has observed any evidence of undue haste on the part of this
eommities.
Mr. Treanway, No, I have not, but I have on the part of witnesses
to 1']:{u F UB.
r. Hiuu. Does not the gentleman think that th i
t:nlﬁl cﬂ{ﬁe e E 1n Bt the committes can
r. TREADWAY. | am sure they can, Then if it is not agreeable to
t:%;eﬁgrtiﬁ'ﬂﬁj answer thet line of questions, than I 1.I|ri].llﬁgl,l.'].r one or
t me make this one statement of my own in connection with th
44 State legislatures. I find that of those 44, 18 have an e:: :iral.f::
date in March, 4 in February, and 2 in April. There are on y 17 of
those legislatures whose terms of session are indefinite. Therefore,
I think the argument falls pretty flat that Congress should hurry in
order to reach the legislatures while they are in session this year.
Mr. Vinson, Will the gentleman yield to me? 1
Mr. Taeanway, Yes.
: (:";lnrt.m".t:f:nn:g.i ?Iﬂ l:ux_:n:.rhm_r-, gentleman from Massachusetts well, and
at he is en ' i
sy Sl dei:y ﬂ:'iﬂnienyriu;titug“’r:ﬂ leave the impression that
. Mr. Treapway. Oh, no; but I do not intend to be hastened. There
:f, ;‘u Bir]n: trying T.In {!t-.lﬁr; I am for the legislation, if we can whip it
0 shape properly. f ‘er Al i it
{“ﬁ'ﬁtr“{r“ﬂ: - t‘h_i] gendﬂm::; ;;; :; _am:i a word in opposition to the
Mr: Vinsow, 1T understand '
Sl sebing o s :fn;l;t. that, and I cannot conceive of the

"'Mr. TreApway. Not in the slichtest ,
in the consideration of it, e slightest; nor do I wish to be hurried
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Mr, Vinson. Our whole purpose is to consider it fully and eare-
fully, a3 we have been doing, are doing, and will continue to do. '

Mr. Treapway. And that is perfantif sgreeable to ma.

Now, Mr. Secretary, allow me to ask vou sbout the social insur-
ance board. You recommended the transference from the social
insurance board to the Tressury Department of the funotion of
issuing and selling these voluntary annuity certificates, That would
take the issuance of the annuity certificates out of the hands of the
gocial imsurance board, would it not?

Secretary Monaextaav, That is right,

Mr. Taeapway. To what extent would that reduce the responsi-
bilities of the Social Insurance Board?

Secretary MoroesTHAU, | do not think it would reduce them at all.

Mr. Treapway. They would still be just as important as in the

ﬂl’iﬁﬂ set-up?
Secretary MorcexTHAU. [ think so, yes.

Mr. TrEapway. Let me ask if you approved the manner in which
that board is established.

Secretary Moreentaav. Mr. Chairman, I have been here before,
and I think you know that [ try to answer questions on matters on
which my responeibility rests. [ do not want to scem to evade Mr.
Treadway's questions, but I should like te confine my testimony
only as to what I am familiar with, and I have confined myself to a
Ehil:l[}' of the financial aspects of the bill.

r. Treapway. | am perfectly willing to withdraw the question
under those circumstances,

Secretary MorGENTHAU. 1 feel that a question like that Miss
Perkins, who is here, is in a far better position to answer than I. [
have confined my activities to the financial sspects of the question.

Mr. Taeapwav. That iz entirely satisfactory, Mr. Secretary.
There are just one or two other inquiries [ should like to make, if 1
may. In the discussion of the bill with your secretary of your com-
mittes, we frequently ran into the statement that the paragraph that
we were considering, the section we were inquiring on, was written
in the Tressury, and consequently the witness know nothing about it,
or took it for granted that the Treasury had done the thing in the

ight way. That occurred several times.
‘ould you be willing to inform us whers in the Treasury those
paragraphs were written?

I cannot at this moment lay my hands on the individual items, but
vou will find that appearing in Dr. Witta's testimony, in answer o
that kind of & guestion, several times,

Secretary MorcEnTaAU. | think you will have to help me out by
telling me which paragraphs were referred to,

Mr. TrReapway. I agree that my question is somewhat indefinite,
unless you had in mind, in & f;ﬂnenfl way, the nature of his testimony.

_Eﬁrsrﬂnr}' Moraextaav. | am sorry | am not sufficiently familiar
with it.

Mr. Teeapway. There were certain parts of it written by some of
vour assistants, or associatea?

Becrotary MorgeEnTHAU. Oh, yves. [ am sure that il Dr. Witte said
that the Treasury wrota it, referring to any certain paragraph, that
his statement 8 correct.

"mrl:l
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Mr. Treapway, He did not sa whom i
ment, and we know the Treasy J#inhl::r pmﬂn Egt?:::g'];::::“tgnnw“k
Secretary MonGenTHAD. Weﬁ we hﬂ.‘i’t;{lﬂd 8 gTest many l
wnrkm% on it, and some of the employees have been :hange:f s L
Mr. Treapway. l. now have Dr, Vﬁtb&'ﬂ testimony before I-'n,a and
will call your attention to some parts of it. In reply to an ineui
for instance, he says: ok L
I frankly state that I
drafted by the counsel u?:]nl:ﬂ:c-ﬁr:‘;tﬁhﬂlﬂijﬁliﬂﬁ:xl!gé lh'I;hﬁ;:iI]LEr
1]

mombers and with chae 1
Abs LIl o Dot s o ‘ges made by the legislutive members, wha introduced

Another inguiry:
Have you had the ald of Mr, Beaman at ali?

Mr. Beaman is our legislutive drafti
_sar, ng counsel, and ene i
we have the fullest confidence. Dr. Witte's ANSWEr was: . Whom
I eould not anewer that. 1 think not, We have had the aid of the Treasury

Department in all finaneial proviai d I Hemm
by the members, but not directly ?.qul'ntnla:::mnmtilgtit. 3 ST octim i)

That is one of the places where he ¢ : '
ﬂrﬂitﬂd s o p efers to the T reasury as having
ust one other request, and I will have fnjsh d i
ir.Tn_uu.em, in {%‘!c !uppenrlix, on page 60 of t.hiE.-r }e]:Eéirt.Fnﬂlrﬂl:tag
Sridin names. vy e have made some inquiries from time to time
the advisory committee and were not entirelv able to Ea?::ﬂ;:tr:u:
of the matier. 1 want to eall vour attention to the actuarial mnauﬂ-
Ants, consisting of 3 college professors and | president of & mutual life
mT:ﬂ_mﬂa company ; 4 gentlemen who were the setuarial consultants
el :E:_ﬂqtl_.lke I_nquuf:m ;i:ethw, in making up these tables of cost
imities, and ao th, 168 0
siﬂg.ﬁad = }'u:;' nu:nmil:;:{-::? other actuaries of the couUntry were con-
ccretary Moreentnav, Will you allow Mr. At
Assistant Secretary of Labor el o s Second
{hj[r. TreEanway. Of mum:. e g
Mr, AvrveEvEr, The report of the commi il @@ i
; imities will i
:;v.?mr;hn;l u.ultau- t:j.IE nﬁlunnm who were mnsul:ted“ J::: :u;; L“-J;Iﬂlrg
£e of nctuanes that met with the stafl actuar T :
tuanes included Mr. Richter, of the A ] ho ¥ Mﬂgmnﬁ g
Co.; Mr. Williams. of the Tj:av:-J e rrephenad TH ph
- ers Insurance Co.: and Mr. |
who, as vou k_uuw: hes al ifi gt o
Rﬂ}umr:[i‘ Retirement Buirrildr festified and who is chairman ey
. Mr. Treapway. Is Mr. Lati i i
jur::,!r:h:lrmm of th‘ﬁ board r.haln;ret:ulmﬂ:uﬂtﬁiﬂfd??d R
NI ALTMEYER. Mr, Lati i . i 1
”l}E :'uuTntr_'-,' o iuduairjnl ﬁ;{ ﬂl:ﬂ probably the outstanding expert in
r. IREADWAY. But he i life-i
{E"* %nruxrzn. The, _ul: :: :_1;:._ : life-insurance actuary?
J’ﬂ‘l.l- rm “HE:JI:WH. May I ask this further uestion? 1 understood
e ﬂT: could not quite hear you—but understood you to sa
o :Em :d E?EML tLh: nn.nial of the actuaries who “HIHBEHH«EE
on hose liste i
me whare (o find. ther pi&::S?“ actuarial consultants. Can you

Mr. ALTMEYER, ey :
% bt itf,;r;::.u_l have not a copy of it with me, but I will be glad

.-I"l-
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Mr. Treapway. 1 was under the mrrmmun that there was a list
of advisory committees in the back of the report as an appendix,
and that [ﬁm names were in that list,

Mr. Avrueven. We shall be glad to furnish that information to
vour eommittes, if you wish.

Mr. Treapway. And there was complete agreement among the
actuaries!

Mr. Avrmerer. Yes, sir. |

Mr, TrEapway. As to the sctuarial set-up of this proposition?

Mr. Avruever. Yes, sir; no disagreement st all.

Mr. Trespway. '] have read the names of thesa four gentlemen,
but 1 understood you to say there were others.

Mr. Avrmyes. No.

Mr, TrEapway, These four are responsible for the actuarial set-up?

Mr. Avrueyer. They were the consultants who were consulted by
the staff actuaries.

Mr. Tneapway. Who were the staff actusries?

Mr. Avrmerver. As 1 said, Mr. Richter, of the American Telephone
& Telegraph Co.; Mr. Williams of the Travelers Insurance Co.; and
Mr. Latimer, who is Chairman of the Railroad Retirement Board, as
wall as several stall nnlplut‘em, who made many of the caleulations,

Mr. Treapway. What do you mean by staff employees; employees
of the technical board?

Mr. Auraeyen. Yes,

Mr. TrEapway. Or members of the technical bosrd?

Mr. Avraeyen. No; employees of the technical board.

Mr. Tneapway. These four gentlemen whose names cppear here
are the only official actusries of the committee; is that correct?

Mr. Avrueyer. No; [ just told you that Mr, Richter——

Mr. TeREapway. But you talk about a stafl and about sctuarial
eonsultants, and there is 8o much of & mix-up that I cannot under-
stand it, Of course, it is clear in your own mind, and perhape it
ought to be in mine, but I may be dull about this. Who were the
head aetuaries who recommended this program?

Mr. Avtmeyer. Mr. Richter, of the American Telephone & Tele-

raph Co.; Mr. Williams, of the Travelers Insurance Co.; and Mr.

timer, Chairman of the Hailroad Retirement Board.

Mr. Treapway. And they wers the heads of the actuarial consult-
ants, as noted in this report?

Mr, Avtmeyer. They were the men in Washington. They spent
all, or practically all their time on these actuarial ealoulations.

Mr, TrReapway. That is what I wanted to know. Now we are
getting somewhere.  But these other gentlemen, the four whose names
appear here, were outsiders who might have had the report of thess
three men submitted to them, something like that?

Mr. Arrvever. Exactly. They came to Washington for consulta-
tion with these three men who gave practically their full time to it.
We wanted to be certain that we were doing the thuﬁ,:ibh and we
had those three or four men who could not come to ington full
time to go over all of the caleulations, and, as 1 said before, they are in
absolute agreement with our men; no di ent whatsoever.

Mr. Teeapway. Thank you. That is what I wanted to know.

Mr. Vinsox. Mr. Altmeyer, in addition. to the three tlamen
whom ¥ou men formied I:H'."I.Ilﬂ' in active l'.'hﬂ-l‘HE of the actuar: work snd

1 JORHR—R0— Mo, 13—
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the four gentlemen who are listed as consultants i

exclnde other actuaries who worked on this pmp;:g.it;.:ilngl?d e e
Mr, Avruever. Not st all. There were ARy,
:;:*Iirl imm:-n. Tell l&ﬂ about that,

r. ALTMEYER. | do not know all of the actuaries wern
sulted. Mr. Witte could tell you what utunﬁmuwm r:‘:]:;gujhd frg“'
:—Em to. EIJ_.IE._'ELI‘. But, ;iﬁnﬂemm, we MI: perfectly willing to place {uuﬂ

SponsiDUILY upon those persons w e ] i
They will accopt that responsibility, I am sure, | 1" o0 toned.
Mr. Vinson. But of course they had a staff,
J!‘ﬁr. %LTMEYEI;‘.IL ;!i‘ha}' had gentlemen on the technical staff
Mr. Vineon. setuaries in diff — '
!I1isiu ealeulations? SR Conermain e o

v. AuTmMEYER. Yes. The Treasury Depart fasis
example. 1 do not know how many mﬁ;ma.ls waﬂan?:huajiftc?gn;?ﬁ:gr
But those persons I have mentioned will assume full responsibility,

Mr. Lewis. Mr. Altmeyer, will you tell the committee of the work
done by Dr. Latimer, by way of qualification for the work that he
has done ia connection with this bill? I understand through vears of
labor he has compiled two large volumes on agencies such B.E-F'IF-EI af-e
setting up in this bill. I would have the fealing that parhaps he is the
foremost authority in the world today on that subject matter. Tall

-

the committee briefly of his work, please.

Mr. Avruever, Mr, Latimer— ' id 1
: L . M, r—you have said in a nutah
what he is. The President, as you know, has a ypointed hﬂﬂi‘ﬁﬂ L
man of the Railroad Retirement Board. I thin ¥ou are correct Ji:n
saying that he is the foremost expert on industrisl pensions in this
fﬂﬁmaﬁﬂ Ha hn:;:.j ILT:I many vears of study of the subject of
indus , Pensions, and the main result of his recent studies i
included in this 2-volume repart that h ] sentionod.
el 1n t © ¥ou have just mentioned.
¥ {g:;:; 3 Iﬁ-n:;z had long Eﬂ-hﬂfﬂrﬁhﬂ tralming to prepare him for his
ir. McConrmack. Mr. Secretar i
r. | . Mr. & ¥, referring to the casuals, and
Ef:ﬁ;lﬁ{ﬂ?ﬁ j Emurqa thpﬂj 9::4;1’3&-:! in agricultural p:ml.;iﬁz tl:E;
: S you have in mind in conneetion with vour '
doubt conveyed to the committes of th I of recatial
yul [ : e feasibility of practical
ministrati ' i i e pe
Heher on of the provisions of the bill as applied to them, is that
ﬁcmﬁt{ug MorGENTHAU. Yes, sir,
M, ORMACK. How many are involved in nus
: nbar?
hﬂE&cmmry MonceExtHAY, T am told an approximate estimate would
about 7,000,000, al] told. «

r. MaClom ill in i
s m;ny? ORMACK., And the bill in its present form embraces about

Secretary MorGENTHAD M
: L « %L, H !
Mr. McCormack, Twenty milliuﬂ'lﬁ S s il

ﬁiﬂr Mol Monaextiav. The bill would affect about 20,000,000,
Socratary Monarwracat. Dhat a ths oy rubloyment fostures?
Mr. .!lric-[rﬂﬂuﬁpx- Is T.I].P als ¢ .'a d'ﬁgﬂ Fm"-‘i&iun,

- i, g re any estimate as t

20,000,000 will be affected by tha old-age proviseney O tiose

Secretary Monas: : isions?
depth, Mr. MoComauni V" VoW you are getting a little beyond my
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If you do not mind, 1 will ask Mr. Altmeyer to answer those
questions.

Mr. Avrmeyes., There are about 7,000,000 who are over 65 at the
present time. As the years po by, that number will inerease. In
about 30 or 40 years you will find 1t will run uﬁ to about filteen or
twenty million. Those figures are contained in the supplement of the
committee report, which I shall be glad to file with the committee.

Mr. McCormack. That i2 based on the tables of mortality?

Mr. Avraerenr. Yes, sir,

Mr. McCormack. Why should they be excluded from the benefits
of old-age assistance?

Secretary MornoextRAv, Who, Mr. MeCormack?

Mr, Vinson. May I EUEE-EE!. to the gentleman from Massachusetts
that they are not excluded.

Mr. McConumacx, Is it proposed by you that they should be?

Mr. Vixson, They are merely relieved from the contributory
features,

Secretary MoreesTHAU, 1 tried to make clear, and I am glad to
have the opportunity again, that I do not suggest that anybody be
excluded. I simply point out that the Bureau of Internal Revenue
feels that & plan has not yet been devised which will make it practical
to collect this tax. ; aiall

We just came out of one of the most difficult eras of selling liquor.
I have been struggling with that for about 13 months. 8 are
beginning to see daylight now, and getting the public to realize that it
is & question of buying tax-paid or non-tax-paid liquor. The American
public got itself into a frame of mind where they just did not think
they had to obey the Federal laws. : L

%h at I am afraid of is that if we make it so difficult to collect this
tax that we may again build up a large population or group who will

et themselves into that same sort of frame of mind. I feel that it
1s up to us to find & way to collect that tax, and the Internal Revenue
Buresu should do that. But we have not been smart enough yet to
doit. I want to make it very clear that we are not recommending
that any group should be excluded. _

Mr. Vinson. May I suggest that the testimony before the com-

mittes, Mr. Secretary, has shown that the MONEys that would be
aid in by this group in taxes, under the contributory plan, would
uy very small annuities. You would have to take the Len&ﬁtl.s
that would accrue, and, of course, there is no suggestion here that this
group would be excluded from the noncontributory features, or what
we generally call the old-age pension plan.

Mr. McCormack. I recognize the force of the argument that there
are administrative difficulties, but that is taking an attitude of de-
featism, it seems to me. If we do not get them 1n Lhalhiil. then you
are going to have & lot of difficulty in the future getting them into
the bill.  If we are going to do anything, we might as well embrace
them now, and if necessary suspend payments from them for a vear
or two until you have devised & method of obtaining those payments
ina pmeﬁcnirway. That would be my thought on the matter.

Secretary MorceExTrAU. | would say that that would be ideal.

The Onartrman, If there are no further questions, we H‘tnhl't. you
for your appearance and the testimony vou have given the committee,

Mr. Secretary. '

LiDiLLE ¥
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The Cratrman. Mrs. Lamb, will you please come forward, state
yvour name, and the capacity in which you appear,

STATEMENT OF MRS, BEATRICE PITNEY LAMB, REPRESENTING
THE NATIONAL LEAGUE OF WOMEN VOTERS, NEW YORK
CITY

Mre. Lame. Mr. Chairman and gentlemen of the committoes:
The National League of Women Voters favors the passage of the
unemployment compensation sections of the economic security bill,

ince our reasons for supporting the bill are much the same as the
ressons already given by other advocates of the bill, we will not take
the time of the committes to go into them. ;

Instead, I will confine myself to speaking about certain sections of
the bill, about which questions have occurred to us.

The first of these is section 606, under the definition of * Unem-
ployment fund”, which seems to require that every State law,
whether of the pooled-fund type or the separate reserves type must -
set up a pooled fund with at least 1 percent contributions from
employers. The rest of the fund might be of any type desired by the
State, but there must be in any case this l-percent pooled fund,
This 18 & valusble provision, for it would provide some secondary
security, for exsmple, to workers covered by company reserve funds,
which irmd become exhausted. In the csse of the Wisconsin plan, it
would be a step towsrd changing from the reserve to the pooled plan,
and provide grester security to workers.

As 1 say, section G086 seems to require this, but doubts arise in our
minds about it, for this pmwﬂiun]:‘i(;q}.ﬁddcn away not only in a defini-
tion nstead of in the main body of the bill, but also in parentheses,
which is a strange place to find & major requirement of this kind.

If this requirement is to be binding 1t should be taken out of
parentheses, taken out of section 606, and set down definitely as one
of the requirements for State laws, under sections 407 and 602,
Utherwise, a court of law might hold that it had slipped into the bill
by accident, and that it was clearly not the intent of Congress to
require the setting up of a 1-percent pooled fund as one of the condi-
tions of receiving administrative allotments or employer eredits,

My second point is that as the bill stands at present, there is one
seTious lmphn!::la loophole that might actuslly encournge States to
pass weak rather than strong State laws, This results from the very
generous sections on additional credits, in sections 607 and 60S,
combined with the fact that the bill requires no standards as to
lmqth of wating period or size or duration of benefit payments. .

Under section 608 (b) of the bill, the employer is allowed full credit
against his tax for all the contributions which he is not making to his
reserve fund providing that fund does not fall below 15 percent of the
annual pay roll. He ecan cease his contributions entirely and still
receive credit so long as the fund is up to the required 15 percent,

. The simplest way to keep a fund up to 15 percent is to pay very
little out of it, that is by making the waiting period long, the benefits
small, and the benefit period short, If the employers in a State wish
to evade the Federal tax and at the same time pay little or nothing as
unemployment compensation contributions they ean do so.
they have to do is to get through their legislature a bill providing for




DEPARTMENT OF STATE
WASHINGTON

In ly refer to
FE 803,515 February 6, 19356

My dear Mr. Becretary:

Referring to previous communications in regard to and
in connection with the effecte in China of the silver
policy of the United States, I enclose for your considera-
tion coples of papers as follows: & note dated February 1,
with enclosure, from the Chinese Minister in Washington;

and & note dated February 5 from the Chinese Minlster 1in

Washington.

I would appreciate recelving at your early convenl-
ence an indicatlon of your views in regard to the "plan®
outlined by the Chinese Minister of Finance, the text of
which is communicated in the note of February 5 from the

Chinese Minister in Washington,
Sincerely yours,
(8igned) CORDELL HULL

Enclosures:

From Chinese Legation,
February 1, with
enclosgure;

From Chinese Legatlon,

February 5.
The Honorable
Henry Morgenthau, Jr.,
Secretary of the Treasury.




DEFARTMENT OF BTATE
WABHINGTON

In reply refer to
FE 8903.515/402 February 7, 1935

My dear Mr, Becretary:

Referring to my letter to you of February & trans-
mitting coples of communicatlons of February 1 and
February 5 from the Chinese Minister in Washington, I
wilsh to add that, in connectlon with the note of Febru-
ary 5 in which appears the "plan" outlined by the Chinese
Minister of Flnance , the Chinese Minister in Washington
gave me a separate note in which he states that, in refer-
ence to the communication from the Chinese Minlster of
Finance, he "desiree to make the following observation:

"By making all purchasses from China de-
eired quantities could be obtained more
expeditlouely and advantageously and with lese
inducement to speculation than by buying from
many sources and the Chinese Government can
thus obtain necessary suppliee wilthout the risk
of smuggling to take advantage of a hlgher price
abroad. American buying at London or other open
markets at a price above the value in China
necesearily invites smuggling. For these reasons
the assurance of American purchaeeg made in Chlna
only from the Central Bank of China 1s no great

asslstance agalnst smuggling, Moreover an exclu-
glve arrangement would facllitate the government

in obtaining desired quantities from the Chinese
public.®

Bincerely yours,
(8izned) CORDELL HULL

The Honorable
Henry Morgenthau, Jr.,
Becretary of the Treasury.




CHINESE LEGATIOMN
Washington

February 1, 1935

My dear Mr, Secretary:
I beg to inform you that I have recelved from
Dr. H. H, Kung, Minlster of Flnance at Nanking, for

delivery to you a memorandum summarizing, supplementing

and bringing up to date the data on the sllver questlon,

a copy of which is herewlth enclosed for your considera-
tion.

I beg leave to point out that the opinions expressed
in the report of the Ministry of Industries Commission
referred to in the memorandum do not necessarily repre-
sent the views of the Chinese Government,

I am, my dear lMr. Secretary,

Very sincerely yours,
(Signed) BSAO0-KE ALFRED SZE

Enclosure:
Memorandum as above,

Honorable Cordell Hull,
Secretary of State.
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Senator
r"letchar= Mr. Becretary, I hate to trouble you about a
& small matter like this.

EM.Jr: You can't trouble me anytime Senator Fletcher.

It seems to be a last chance for a man whose
circumstances which require that I take the opportunity
#o»-me to speak for him., His name is J. 5. Kemp.

He's now Administrative Officer for the Division of
Disbursements connected with the PWA. He started

in as Messenger in the Treasury years ago. He

did splendid wherever he has been employed.

H.M.Jr: How do you spell his name?
Fz: J-E.Eﬂmp-

H.M.Jr: KEemp

ferred
Yes. He's been trans/ with these people and he
wants to be transferred as CAF 13.

CAF?

CAF 13. His salary is $5600 I think.

$5600.
He's been there for a great many years since he was
a boy and he's rendered splendid service wherever he
has been. He's doing a big Job there with PWA now.
He's spending something like a million and a quarter
a dﬂf .
And they're going to lay him off?%

Fi What?

H.M.Jr: Are you going to lay him off?

F: No no trouble -~ this reclassification. He has a
chance of getting this classification CAF 13.

Oh he'd like to come with us?

He wants to do that. He with you now but he wants
to have this classification.

Iz he on my payroll or PWA?

He's on your payroll at present, I believe, but FWA
has been paying him, I guess.




=8 o
H.M.Jr: Oh, well I'11 look into it.
F: :..}:I.Eft I wish you would.
EM,Jr: I'll be glad to look inte it.
F2 Alright,
H.M.Jrs Thank you.

February 11, 1935.
"mEiE.Ft

He've very deserving
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February 13th

Mr. Irey had been to see the Attorney General
in regard to ap pointing Dan Moody as a Special Assistant
United States Attorney General to handle the Huey Long case.
The Attorney General agreed but said that they had no funds
with which to pay Mr. Moody. Mr. Morgenthau told McReynolds
to work this out. All investigations show that Mr. Moody
1s an excellent man to handle this case.

H.M,Jr. checked with the Vice-President and
he greatly approved of this appointment.

H.M.Jr. also talked with the President and got
his approval to go ahead.




Fehruarr 13, 1935

Monday - Feb. 1llth - As soon as we started lunch I read
the following statement to the President:

l. ©Since January l4th banks and dealers in
foreign exchange and gold, have practically stopped
buying and selling gold, within gold import and ex-
port points - which means that the International
Gold Standard as between forelgn countries and the
United States has ceased 1ts automatic operation.

2. Thanks to the foresight of 73rd Congress,
we now have a Stabllization Fund.

5. When we saw that the external value of the
@ollar was rapldly going out of control, we put the
Stabilization Fund to work on a moment's notice with
the result that for the past four weeks we have suc-
cessfully managed the value of the dollar in terms
of forelgn currencies.

The country can go about its business with as-
surance that we are prepared to manage the external
value of the dollar as long as 1t may be ncesssary.

He liked it very much and made a good suggestion. I no soon-
er finished reading mine when he sald, your statement fits 1n
with what I have written. He sald,"you eat and let me read
you my proposed radlo speech to be given on the night of the
day that the court hands down its decision.” He was like a
kid about it, he was so pleased with himself and with the
statement. After finishing the statement he sald, "Joe
Kennedy thinks that the statement i1s so strong that they will
burn the Supreme Court in effigy." I told him that I did not
think it was too strong. As a matter of fact I liked it very
much.

I tried to get him to discuss the details of what we
would do in case a decision would be handed down but he said
it was no use discussing it until we see how the declision
1s worded.

I had Mc Heynolds bring in a statement for him to
sign which letter would go on the Hill askkng the Senate Com-
mittee on Flnance to make it possible to pay the 1300 Civil
Service employees who had to be dropped off the payroll on
December 1st on account of the McKellar imendment. He read
thru the statement very carefully, looked up and sald, "how
will McEKellar feel about this". We told him that he would be
opposed. Without a moment's hesitation he reached for the
pen and signed the letter. I would not have been a bit sur-
prised if he would have suggested postponing the sending of




this letter until after the Senate Finance Committee had voted
out the four vlllion eight bill. McReynolds who was present
of CEUI‘dSE got a great thrill out of seeing how the President
reacted.

On returning from the White House I continued to go over
the statement consulting Oliphant and Coolidge and finally
George Harrison over the telephone (copy of phone conversation
attached hereto) and all of them made good suggestions. I
was naturally quite nervous about giving out this statement
as I reallzed that it was one of the most important statemets
that I will have made since being Secretary of the Treasury.
At my press conference I first discussed the N.Y.C. liquor
sltuation and then read very slowly, repeating each sentence
at least once, my statement on the Stabllization Fund.

Tuesday - Feb. 12th - I was very much pleased with the
way the papers received my statement. During the morning we
marked tlime walting for news to approach. I talked to Joe
Kennedy in the morning and he sald as far as he was concerned
my statement cleared the atmosphere and he no longer worried
what the decision from the court would be.

At 12 o'clock a number of us hovered around the U.P. ticker
which stopped working and everything was very qulet and very
tense and about 12:10 we got word that there would be no
decision. Of course the fact that there was no decision
makes my statement really important and the longer the court
postpones handing down a decision the greater value my state-
ment will have.

In the afternoon I went over with Bill Myers his Seed Loan
Bill and told him that if it was not legally possible to
transfer funds from the four billion eight for seed loan pur-
poses, I would recommend to the President that he veto the
bill with the statement that if they would re-pass it making
two changes - 1, limlting 1t to forty million dollars and 2,
adding a paragraph making i1t legal to transfer the money from
the four billion eight - he would sign it. I understand from
Myers that the President promlsed Marvin Jones that he would
sign the bill if it was posslble to take the money out of the
four billion eight. If my suggestlon is followed he will keep
faith with Marvin Jones and also with his budget message.




George
Harrison:

H,. M, Jr:

3[-!!7-5?:

I'm glad to hear you're back,

I'm glad to be back, I am glving out very con-
fidentlally a 1little statement at 4 o'elock and we've
all discussed 1t and I pleaded with the Presldent.
Coolidge and Oliphant are in here and we've Just been
erguing as to terminclogy and I'd like to read it to
you very slowly without trying to explaln 1t to you,
I mean just read it to you and see what your reaction
is. See? 1I'll read very slowly.

Reading: "Since January l4th, banks and dealers in
forelgn exchange and gold have practically stopped
buying and selling gold within the gold import and
export point, which means that the use of the
international gold standard as between forelgn
countrles and Unlted States have practically stopped.

2, Thanksa to the foresight of Congress 1t created
at the last sesslon the Stabilization Fund,

2+« When we saw that the external wvalue of the decllar
was rapldly golnz out of control we put the
Stabilizatlion Fund to work on a moment's notlce
with the result that for the past four weeksa we
have successfully managed the value of the dollar
in terms of the pound and the Frane and the country
can go about 1ts business wlth the assurance that
we are prepared to mansge the external wvalue of
the dollar as long as 1t may be neceasary."

Well its an awfully hard thing to answer right off
the bat, My immedlate reaction 1s one of cautlon,
Henry, and next you'd be putting yourself into a
noose - putting your head into a noose there.

How?

I mean a commitment which you may not be able to
live up to.

How?

Well I mean if you make & commitment that In effect
you are going to take the dollar at a price right
now whatever may happen, and somethlng very draatic
does happen, you are in effect Inviting the bankers
here to an agreement that you
will buy at this particular price, no matter what

haprens.
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fell Jeff's on the phone - hlis eyebrows have gone
halfway up his forehead. I think he'd be delighted
if that would happen. Let me give you =--

Well I don't kmow because, Henry, I don't know =--

Well the point 1s simply this., We've been dolng thls
thing for a month. A lot of astatements in the papers,
which mostly come from abroad, they're trylng to

what we're trylng to do., I personally
think we've done a swell job. I don't see why we
shouldn't say so. I argued back and forth., I flrst
thought we'd day we are buying gold at $35.00 an ounce
t11ll hell freezes.

Well I think that would be a mistake.
That would be a miastake,

Now you hit the nall on the head. That's what I was
worried about whether you

He M, Jr: Wait a minute., We say anything and we are prepared
to manage the external value of the dollar as long
as it may be necessary. Now we don't say where we're
golng to manage 1t. HNow the thing that 1is worryving
Jaff 1a the terminology. The thing that's worrylng
him 1s when we say "which means that the use of the
international gold standard as between foreign countriea
and United States has practically stopped". That's
what worriles him, We think that when the gold - the
price of gold gets out between the gold point that
international gold standard has dropped away.

Hi In determining the terminology you say you expect to
manage it - you haven't the gold polnt yet.

HeM.Jr: T don't say that I['ll try to do that., I simply say
that "we have successfully managed the wvalue of the
dollar in terms of the pound and the Franc",.

But you haven't done that 1f by success you mean
making the international gold standard
between the gold point,

No no I don't - I'm not =-




George.
What?

I'm quite « I'd accept the natlonal
currency. I rather wanted to infer that we
five or six people in making the gold standard work.,

I'm sorry but I didn't hear that,

I merely wanted to infer that we

five or six people in making the gold standard work
approximately well, the gold
standard 1s gone and we

Well what you've really done i1s to have provided a
market with dollars which have been in demand.

The private banker

That's what you've really done you know,.

And do you think the safest thing 13 a matter of

our policy, which is vague at the moment, whether

to do that only by buying gold or by buying gurrency,
with no reference to the price of gold,

I don't think you ought to talk about whether you
bought gold or currency
now that you've done 1it.

I see. In that case I'd be happy with the present.
atatement,

» What you've done is to provide
dollars with a view to keeping the dollar within the
gold polnt.

And you don't think the manner of providing - whether
buying sterling or gold makes any difference,

No I do not,
Well I
I mean as far as your statement is concerned I don't.

That's my only thesis of 1t. I've been turning the
thing over in my mind,

Of course 1t's awfully hard to visualize over the
telephone but do you commit yourself on a definlite
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HeMoJr:

Ha
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H:
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tariff of that rate for buying gold at the present
price?

I don't think we do. e haven't sald we are buying
gold. All we 3ay 1s that we are golng to control
buylng currency or manage 1it,

Jeff's been trying to get me to say control rather
than manage. The point 1s this., You, as an expert
in forelgn currency, 1s this atatement correct "that
the use of an international gold standard as between
forelgn countries and United States has practically
stopped"? Oliphant says "as between the foreign

countries and the United States has ceased its automatic
operationa”,

Well I think that!'s much better,

"Has ceased 1ts automatic operations",

Yes I think that's much better,

Well I'1ll put that in.

Yes I think that's much better,

Alright - "has ceased 1ts automatie operations",

I think you made a mistake when you talk about handling

the Franc and the pound. You invite immedimtely the
why you haven't some

of’ these other fellows who have been mnuch worse hit

than the Franc and the pound.

you deal with the gullder and the

Why not simply say "have managed the value of the dollar
in France of forelgn currency”". How's that?

That's much better,

Instead of "forelgn currency"?
Yes I think that's much better,
What?

I think that's much better.
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H:
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H:
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HeM,Jdr:
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You don't think I ought to tell them that T stopped
operating in the Franc because they wouldn't stop
bootlegging.

No I certalnly wouldn't - you've had enough talk
about that anyway,

What we want to know 1s who's got the concession at
3t. Plerre?

I hﬂ.?ﬂ it *
Let me read it to you once more,

I think you are buying a 1ittle too much., It depends
on what you mean by "successfully managing". You can
manage that complete breakdown that's one thing. You
haven't successfully managed i1t in that you substitute
a better support for automatic banking because 1t's
not automatlc except for the value of the gold point.

Well we obviously didn't want that. We could have
done 1t. The New York Times to-day has got a fellow
Nebbling, I think his name 1s, writing from London,
He sald we did a good job.

Well I think you have,

I think we have, and I think we put 1t just where
we wanted to put 1t. Now let me read this ¢o you
once more,

I realize it's hard over the phone. Jeff seems to
have a amile on his face. Now he's alright.

Reading: "Since January l4th, banks and dealers in
foreign exchange and gold have practically stopped
buying and selling gold within the gold import and
export point, which means that the use of the
international gold standard as between foreign
countriea and United States has ceased 1ts sutomatie
operation,




H.M,Jd>r:
H:
Hq!‘l{. JI"':

He Mo Jrs

HeM.Jr:
H:

H.M,Jr:

I‘! . !I'{. Jr:

H:

HoM. Jr:
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Still reading. 2. Thanks to the foresight of
Congress and Governor Harrison 1t created at the
last session the Stabilization Fund,"

How's that?

O.K. Fine, I like your insertion,

fou like the insertlion. Alright,

Continues to read: "3, When we saw that the external
value of the dollar was rapidly going out of control
we put the Stabllization Fund to work on a moment's
notice with the result that for the past four weeks

we have successfully managed the value of the dollar
in terms of forelgn currency and the country" = I suppose
it ought to be "our country",

What dld you say the value of the dollar what?

I like the word "managed",

Alright,

You fellows might as well get used to 1t.

We'll gee a lot more of 1it.

Alright, "We have successfully managed the value of
in terms of forelgn curreney and the country can go
about its business wlth the assurance that we are
prepared to manage the external value of the dollar

as long as 1t may be necessary, so help me Huey Long".
0,K.?

Yea I think that's mueh better.

As 1t 1s now it doean't dlsturb you, does 1t?

Well I don't know what your point in putting 1t out 1s.
Well we have reasons,

But my inclination would be not to put it out at all
but 1f you've got some reason for doing it I think

you've probably got it --

I think the reasson 1s jJust as harmless as you want to
see 1t.

I don't think I'd be but
otherwise 1t's alright.




H, M, Jrs Well you think the . You think that's
a little strong,

H: I think
because then you're commiting yourself

HeMeJdr: Well we're willing to continue,

I see.

HeMadr: Alrizsht, Thank you for your help. You've been
very helpful.

H: 1 may be down there tomorrow,
H.M Good,

H: I'd 1like to see you.

Hel Well 1f you're coming, send me a wire, will you?

H: alright sir,

Thank wou,

February 11, 1935.
Monday,
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The following memorandum was given to Mr. Morgenthau
by Robert H. Jackson on Januﬂ%z 30, 1935 bringing him up to date
on the Matter of the United btates v. Dan W. Jones et al (Universal
Aviation Corporation) case.

nYesterday I was requested to meet the Attorney
General at 12:15. A request was also made that Commissioner
Helvering attend, but in his illness no substitute was desilred.

The Attorney General related the facts concerning
this case which briefly are these:

An indictment charging effort to defeat and evade
income taxes was returned against a number of men formerly
officers or attorneys of the Universal Aviation Corporation.

The defendants demurred to the lndictment but the
indictment was upheld by Judge Faris on October £5, 1934 with
the remark from the bench that he thought the defendants con-
duct was a crime and if 1t were not 1t ought to be.

The assets of the old Universal Aviation Corporation
have since been acquired by the Avliation Corporation connected
wiih the Cord interests. At the time of the indictment the press
carried stories that Basil O'Connor, law partner of the President,
was representing some of the defendants and was arranging a settle-
ment. It is my understanding that he has been somewhat active in
this matter but that he claims it 1s purely a friendship and that
he is getting no fee for it.

wWilliam D. Loucks of New York was the Attorney for
the company and was the author of a letter inslsting that the plan
which the Department has condemned be followed through and urging
that no fool lawyer be permitted to talk them out of it. It was
an asinine letter and an impossible one for Loucks to explain.

It has now been proposed to pay full tax, penalty
and interest in settlement of both civil and criminal penalties.
The Attorney General expressed doubt on the subject of conviction
and considerable doubt whether as much money could be realized
by any other method.

He pointed out that the defendants had done nearly
everything to make settlement difficult but suggested that the
President would like to see the matter out of the way and
suggested that Secretary Morgenthau talk with the President before
determining what answer he should make to the Department of
Justice inquiry as to our position.

He stated that he would not make a settlement under
any circumstances unless 1t could be done in open Court with the
joint action and recommendation of both the Treasury and the

Department of Justice.
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I attach hereto a carbom copy of the letter that

he was considering sending to ask for the Commissioner's recom-
mendation.

The substance of this interview was commnicated to
cecretary Morgenthau and Mr., Oliphant this morning at 10:30.
The Secretary called the Attorney General and stated that he
was not in the habit of taking up cases of this kind with the
President, that he had never done it and d#l not feel that he
should take this one up with the President unless the President
made some inquiry about it.

The Attorney General had told me that he intended to

call the Secretary of the Treasury and ask him to get in touch
with the President.

Mr. Morris, of the Department of Justice, was present
during my conference with the Attorney General. "

This morning, February l4th, the President phoned
and sald that he thought the above case ought to be settled

very soon. H., M, Jr. then asked the President how much he

really knew about the case and he replied that he did not know
very mach but he did know that Averell Harriman and Robert Lehman
were mixed up in this, to which H. M, Jr. replied that he did

not know that these men were comnected in any way but from what

he knew about the case In general the people mixed up in 1t ought
to be given a sentence and not merely made to make a cash settlement.
H. M, Jr, told the President that he wanted to talk to him about

it in detail and would bring one of our tax attorneys who was
familiar with the case. The President said he didn't want H.M.Jr.
to bring anyone with him but wanted to go over the whole thing
personally with him. The President also sald that for some unknown
reason neilther Averell Harriman or Robert Lehman were indicted and
both of them should have been. He sald whether we settle or sue,
it will come out that these men should have been indicted and

were not. The President alsp sald that he weoted to settle the
case because i1f we sued we only had a 50-50 chance of winning

but H.M.Jr. told him that he wanted to sue because he felt that
these men ought to be given Jall sentences.

H, M. Jr. 1s very much interested to find out what

the real nigger in the woodplle 1s, and his guess 1s that somebody
is trying to save Averell Harriman.




Mr. Stanley K. Hornbeck and Mr. Raymond C., McKay
came over yesterday to discuss with H. M. Jr. Dr. H. H. Kung's
cables, which were transmitted by the Chinese Minister in
Washington in his notes of February lst and February 5th. I
am attaching herewith text of these cables, also a memorandum

dated February l4th prepared by the State Department on the
Chinese silver situation and theilr suggested solution, also a
draft of a reply to Dr. Kung,by the Secretary of State,in

anawer to his cables,

H. M. Jr. told the State Department representatives
that he did not feel that thelr answer to Dr. Eung would get us
anwhere, nor would 1t help China. However, he told them if
this 1s what Secretary Hull wants it is alright with him, but
he would again have to say that he did not think this would

help Chinaj that if the time should come when the Department

of Btate was ready to say that this 1s a monetary matter and
should be conducted outside of diplomatic channels, H. M. Jr.

was ready to go ahead and handle it. He told them that he was
operating the Stabilization Fund without the Etate Department

but with the advice of the President, went into the London and
Paris market, took care of the dollar there and put it Jjust where

he wanted to and, therefore, felt that he could do the same for
China.




The State Department told H. M, Jr. that they did not
believe that Japan intended to permit anyone to rehabilitate

China in any respect whatever, that they wanted to help China
themselves but did not have the money with which to do it.

H. M. Jr. sgain told the State Department that

if they wanted to handle this situation with China through

thelr usual diplomatic channels it was alright with him, but
until they were ready to say that this is a monetary matter and
should be handled by the Treasury, he was not ready to go ahead.
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February 14, 1935,
DRAFT

The Secretary of State presents his compliments to
the Chinese Minister and has the honor to acknowledge
recelpt of the Minister's two notes of February 5, in
one of which the Minister tranemits the text of a cable-
gram from Dr, H, H. Kung, Minister of Finance at Nanking,
containing the outline of a plan with regard to Bllver,
and in the other of which the Minister makes certain
observations,

In the outline of a plan, the Chinese Minister of
Finance suggests that arrangement might be made whereby
China would supply the American Government's requirements
under the Silver Purchase Act, the amount, the period of
Years for effecting dellvery, and the pale price of silver
to be agreed upon between the Unlted States and China;
and, that, in view of what China deems the necessity for
abandoning the excluslve sllver basls maintailned by China
alone and adopting a new currency system involving use of
both silver and gold with a vliew to linking China's currency
to that of the Unlted Btates, the United Btates (a) loan
China one hundred million United States dollars and (h)
extend to China a credlt of one hundred million United
States dollars "agalnst future delivery of silver to be
drawn upon if and when required®; the above project to be
“conditioned upon a final agreement on a feasible currency

program®,
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In reply, the American Government, taking into con-
elderation the history of projects which have been formulated

and propoeals which have been made and possible nrrnngﬁmanta

which have been diecuseed and tentative agreements which
have been entered into, at intervals during the past four
decades; and, giving thought to varilous factors, some
economic and some political, in the situation in China and
in the United States and in the field of international rela-
tions today, feels that it would not be practicable for the
Unlted States to enter into an agreement with China such as
1s envisaged in the outline of a plan under reference. How=
ever, the Becretary of State ls moved to suggest that, 1if,
upon further conslderation, the (hinese Minister of Finance
should deem it advisable to suggest silmultaneously to the
governments of several of the foreign powere which have in
the past shown themselves most interested in the projects
for the solutlon of certain of China's financlial problems,
and especlally in projects for Chinese currency reform,

the American Government would be prepared to cooperate

with the other governments in that manner approached along
with it, and with the Chinese Government, in exploring the
poesibility of collectlve rendering of the asslstance thus
sought by China.




DEPARTMENT OF STATE
DIVIB F | AF

February 14, 19035.
CHINA: SILVER

Bltustion blem and agte

Bolution

The finance, banking, exchange, etc., sltuation in
China ie in & state of great confusion, The purchases by
the American Government of silver, under the Bllver Pur-
chasing Act, have contributed to the creation of this
confusion and the uncertainty with regard to our future
actlion under that Act, contributes and will continue to
contribute thereto.

The Chinese Government has sent us a note (February 5)
in which there are advanced the affirmations that China is
being forced off of eilver and that China would like to
engage in currency reform, and the suggestlon that the

United States make to China a loan of $100,000,000 and

extend & credit of §100,000,000,

To this there are three poseible repllies: "jes", or
"no", or the advancing of a gounter-suggestion.

It is belleved that a "yes" would be highly inadvisable,

It is believed that & "no" would be highly impolitiec,
The American Government is endeavoring to pursue the good
neilghbor policy in ite forelgn relations; thie country has
traditionally been especlally well disposed toward China;




301

- B =

our action in regard to silver has contributed to China's
present embarrassment; we have on several occaslones mani-
Teeted deflinitely and officlally an interest in projecte
for Chinese currency reform; China 1s at present under
some form of pressure from Japan; a rebuff from us at this
moment, unaccompanied by any indlcation of solicltude or
deslre to help would tend to add to the desperation 1n

the minde of Chinese officlaldom which tende in turn to
induce them to surrender to Japan; a complete victory by
Japan 1in a strictly blpartite struggle such as 1is now
golng on between that country and China would probably
have distinctly adverse effecte upon the interests of the
United States (along with those of other Occldental powers)
in the Far East for some time to come; etc.

It therefore seems desirable to attempt to make to
the Chinese some counter-suggestlon.

In view of the fact that the American Government has
repeatedly shown an lnterest 1ln and on at leagt one occaslon
taken the initlative in projects for Chineee currency reform;
and of the fact that we at one time negotiated with China
a preliminary agreement for the conclusion of & loan by us
for that purpose; and that we later played a leadlng part
in the formation of & four power consortium for China
financing and turned in thle currency loan project to be
handled by that consortium; and that we took a leading part
in the creation in 1920 of the new China consortium, which
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consortium is still in existence, =- it 1s belleved that
we might with warrant from point of view of political
setrategy and with a bare posslbllity of advantage from
point of view of financlal strategy suggest to the Chinese
that they conslder agking for a cooperative loan from
several of the powers for the assistance of China in a
program of currency reforn,

To that end there is submitted a draft of a poselble
reply to the Chinese Government's note,

The fact should all the while be kept in mind that
the silver purchaslng program of the Amerlcan Government
has contributed and wlll continue to contribute to the
financlal confusion in China, That being the case, the
American Government should continue to keep in mind the
fact that that program ie and will continue to be an
irritant., If, continuing in the carrying out of that
program, we at the same time become (in consequence of an
approach by China to the powers such as ls suggested above)
parties to international dlscueslon of the questlon of
aselsting China for purposes of currency reform, the sug-
gestion will in all probabllity be made to us by and from
other governments that we conslder serlously a revislon
or scrapping of our sllver purchasing program. How we might
at such time react to such a suggestion 1s of course

problematical. The possibility that it may come should not

be overlooked,
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Referring expressly to the tentative draft of proposed
reply to the Chinese Government's notes, it may be pointed

out that if the substance is accepted the phraseology may
need to be given, and can readily be given, further con-

gilderation.




Feb. 15th

At Cabinet I simply said, Mr. President, do {I;.: care
to have me take up the Stewart contract d:lnnﬁ t this
information be furnished in regard to Farley's being hooked
up to Stewart. I read the letter from Glavis and the
President sald,"what of it"and I said, if on December 27th
after a meeting which toock place in my office on Jamuary
25th*Ickes wanted to kmow why this contract was let, he
could have asked me. Ickes sald,"] did not know anything
about the Glavis letter". I.got disagreeable and simply
said, after all, Mr. President, the point is that a couple
of weeks ago at Cabinet, Ickes said he was not investigating
any Cabinet member. H.M.,Jr. sald these reports should be
turned over to the Attormey General. President sald, mnot at
all. H.M.,Jr. sald to the President privately that this
stuff is bad for the Attorney General. The President
pounded his desk and said, you fellows have to get together.
H.M.,Jr. said he thought he would write a letter to Ickes

and say, carrying out the wishes of the President, I would

be glad to have you and I get together to inform me what

the adverse report had in 1t and any other information Glavis

had in regard to P.W.A. money spent.
Feb. 18th

Haas told H.M.,Jr. that Prof. Buck has been ha

conferences with the Chinese Minister. H.M.,Jr. was dis-
turbed about this becamse Buck had been atbiniin; all the
confidential Treasury meetings on the Chinese situatiom. He
called Prof. Buck in and asked him whether he had been seeing
the Chinese Ninister and Buck admitted that he had - but if
H.M.,Jr. had any objections he would discontinume his visits
to the Chinese Minister. H.M.,Jr. asked Prof. Buck for the

time being not to see the Chinese Minister,
-

M.Jr. told Lochhead to buy francs in London with
the HtErlin we have on hand and jump the framc into the gold
point. H.M.Jr. phoned George Harrison and told him we are
going to operate in both London and Paris with the objective
of trying to keep gold within the gold points.

.M.,Jr. said that he thought the Supreme Ourt would
not ruEdur’a decision until after three o'clock today when

the exchanges closed.
Dictated on Feb. 20th.

oned Hull on Wednesday of last week and suggested
that 'E. ::Ehtq-thlr and discuss the last Chinese note and
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The head of the Far Eastern Division and his assistant,
Coolidge, Oliphant and I sat down and discussed it and they
pr-suntu& me with an argument (writtem) and a suggested answer.

All that the answer to the note said was that we would be
glad to Join other mations in discussing with China her mone-
tary policy. I told the head of the Far Eastern Division that
I felt that this would get them nowhere; that just as long as
Hull wanted to consider the Chinese situation as a diplomatic
one, I would bow to him and if the time should come that he
considered the gruhlun & monetary one, the Treasury was ready
and willing to handle it independently.

Bunday night this week at the White House Bullitt

walked 1n unexpectedly and told the President that the

Chinese Minister had showed him a very confidential cable which
he did not feel he could show the Btate Department, but he wanted
Bullitt to get the information to the President. (This pro-
cedure seemed most irregular and I should think would be
frowned upon by Hull). The purport of the note was that
Japan had told China that she would be willing to help her
provided that Ja would get economic control of all of China
north of the Yellow River. In return for this she would help
China and, most interesting of all, would Join China in fighting
the unitua States silver policy. ﬁull and I had lunch with

the President on Monday and had about ten minutes with him on
China, The President tried in a most diplomatic manner to

tell Bull that he should elther not answer the Chinese note

at all or Just go thru the motions, but he should tell the
Chinese that the United States Treasury Department would be

lad to discuss China's monetary difficulties with her. The
grnuidlnt repeated this about three times but made absolutely
no headway with Hull. In the course of the conversation the
President told Hull about Bullitt's conversation of the previous
night. Hull seemed surprised as he heard nothing about it. The
President sald, "in view of the information that Bullitt has
brought us, I am now convinced that I am right that somehow

or other our silver policy is hurting Japan. I have told this
to Henry and other people but nobody seems to know why 1t should
hurt Japan, but I maintain that 1t doesa".

The upshot of the conveérsation, I bellieve, is that Hull
will go shead send the note to China 5ust as it was written
the previous week. During the course of the conversation it

was pointed out that if we made the suggestion or let it be
known that we were willing to Join the nine power consortium
that there was a very chance that the other eight powers
would combine in protesting against our silver policy. The
President felt that it was important that we should avold at
this time sitting down with the eight powers. (Of course the
State Department made the suggestion to China to invite the con-
sortium nations to sit down with us and discuss China's monetary

and silver policy).




It seemed to me that the President very definite knew what he
wanted but that Hull d4id not get what the President was driving
at = or did not want to.

Thursday night I talked to the President on the
telephone around seven o'clock and he mentioned the fact that
Huey Long had passed a resolution asking for information in
regard to Farley's relation with Stewart & Co. and the letting
of the N,Y. Poat Office annex,

Friday bright and early I called up Ickes and asked
him if I could send over Peoples, McReynolds and Opper to look
at his files.* Upon learning thn'E the Postmaster General was
away I called up Miss Lehand and told her that Farley was away
and I thought that somebody representing him should take a
look at Ickes' files., A little later om, the President called
me up very much excited and said, "what was the Treasury do-
ing investigating Ickes" ? T said, "I do not understand what
you are  talking about®™, Then I iainnd to him that our
people over there were simply lo at the files and I felt
that somebody should look at them from Farley's office. The
President then calmed down and said it was a good idea. He
said, "call up Bill Hause and tell me %o go over®, I did this
and Hause said,"how should I do it", I said, "call up Ickes
and tell him tﬁnt you are coming over". "Supposing he re-
fuses to let me see the files", said Hause and I replled, "go
to the White House and have them order him to do thisv,

At noon I went over to the Wpite House to have Df.
McIntyre treat my nose and while there I dropped in to see Miss
lehand. I asked her what had been the matter with the Presl-
dent when he spoke to me over the telephone - why he was 30

« She said, he misunderstood me and I told him most

he had misunderstood me when I conveyed your

ry
ally tha
ggggizzﬂta him., Miss Lehand said she thought it was terrlble

to have Ickes investigating Farley.
urning the office I saw the men whom I had
e fﬁgt r:nu reading the files that Ickes had

t Division as such or more
been invest ltmi;&:-;g%u; and they copled a letter

written on December o7¢h which reads as follows:

Letter attached [f.nﬁj

~ “ﬂ}—ﬂrﬂﬁh&f’\, g B




February 16, 1938

MEMORANDUM FOR THE FILES:

On February 15, 1934, at ebout 10:30 A. M., Mr, Me-
Reynolds, Admiral Peoples, Mr, Laws and I called at the Interior
Department for the purpose of inspecting certain records in the
Division of Investigation connected with the New York building
projects - particularly the New York Post O0ffice Annex,

We first went to Mr, Ickes' office, who immediately
referred us to Mr, Glavis, Mr, Glavis stated that there were
a number of files involved in this case which he had examined
very hurriedly, but that there were apparently only two in
which we would be interested, saying that the remalinder were
all complaints connected Iitﬂ labor violations. These two
filea were examined and I made some notes which are attached.
He mlso showed us a memorandum prepared by Mr., Dresser of FWA,
desoribing a conference in Secretary Morgenthau's office on
January 26, 1934, copy of which I obtalned and delivered to the

[ i

Seoretary. >

Mr. Glavis was asked, with reference to the letter of
December 27, 1934 lanﬁy attached), whether any report had been
received, He stated No", that was all there was in the file,
and he assumed that they had not found anything of sufficlent
importance to report. He was asked further whether, 1f this
was 8 fact, they would not have reported to this effect, where-
upon he stated that he would get in touch with Special i§unt
Bailey to see whether a report had come in. On belng ¢ led
back a few minutes later by Mr. Balley, he atated to us that
no report had come in. There was nothing in the file indicating
that anyone had ever withdrawn the instructions to proceed with

the investigatlion. |

Admiral Peoples asked Mr., Glavis whether he had
investigated the Procurement Division., He sald "No",., The
Admiral then asked whether he had investigated the General
Builders' Supply Company or Farley. He sald "No", that the
company was & very general supplier of all building materials,and
that 1t would not have been significant 1f materials had been

bought from it.

After we had been with Mr. Glavis inr unmf tim;, two
epresentatives of the Post Office Department came in = Messars.
Ensauunnd Purdum. Mr., Howes asked Mr. Glavils puint"hlgnk whethear

they had investigated MNr. Farley. Mr., Glavis sald "No".

Mr. Howes referred Mr. Glavis to the World-Telegram articles
which stated that Mr, Glavis told a reporter they were making an
investigation. Mr. Glavis sald that was untrue. Mr, Howes asked
whether the statement had ever been denled. Mr. Glavis sald

"No' - that he could not deny all the statements that appeared

in the newspapers.

(Initialed) CVO
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January 25, 1934,
MEMORANDUM TO THE ADMINISTRATOR:

At the meeting this morning in Secretary Morgenthau's
office there were present: GSecretary Morgenthau, Assistant
Secretary Robert, Mr. Martin, Mr. Oliphant, MNr. McReynolds,
Postmaster General Farley, Fourth Assistant Postmaster Gen-
S111imen Evans, Senator Tydings and myself,

The subject of discussion was the award of contract for
the New York Fost Office Annex, bids for which were recently
opened, the same being submitted for a base bid which would
deliver the bullding completed and an alternate bid which called
for the 4th and 5th floors not to be finished. The Driscoll
Company was low on the base bid and the Stewart Company was low
on the alternate bid or bid no. 2.

Senator Tydings insisted that the Stewart Company figures
as he had compiled them would ultimately deliver the building
at less cost. This question was contested by lir. Robert and
Mr. Martin. However, Senator Tydings further insisted that
the Driscoll Company never were bonafide bidders and that they
had never qualified under the N.R.A. ruling until 48 hours
after they had discovered that they were low bidders, when bids
were recelved prior to December 27.

The aqueatlion of Comptroller General McCarl's ruling and
also the opinion of the attorney General were discussed. Mr,
Oliphant explalned to Senator Tydings that the disbursing officer
would have been obliged to forfeit his bond had he allowed any
ﬁagfs to be disbursed other than in accordance with MeCarl's.

N .

Senator Tydings volunteered the informatlion that he knew
McCooey was Interested in seeing Driscoll get that contract and
that McCooey's political henchmen were active in Washington,
and when preased for more explicit explanation of his statement,
he replled that that was generally known but did not mention any
names., Then he took up the correaspondence regarding this project
as 1t took place between the Poat O0fflice Department and the
Treasury. It appeara that a letter was written by S1lliman Evans
advising the Treasury Department that they dld not desire the
4th and 5th floors of the bullding finished, which would under the
bidding give the contract to Stewart. Several days after, this
letter was recalled and another letter was written by the Post
Office Department adviaing the Treasury that they desired the
building completed in its entirety, which would give the contract
to Driscoll, S3Senator Tydings asked for a copy of the first lette
and he was informed by Silliman Evans that it had been destroyed.
No coples were kept, Mr. Robert was asked 1f he had made a copy
of that letter and he repllied that he had not, The Senator

pointed out that destroying letters was a dangerous practilce,
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and 1n this case very significant in that the Post Office
Department had elected to make a decision as to how much
bullding they would use or desire for their facilities
after the blds were received and opened,

Mr., Morgenthau ssked Mr, Robert who ised him to
return the first letter and he asaid th&t!& arranged over
the telephone between himself and Mr, Evans. Subsequently,
the second letter was written asking for the completed
bullding, Senator Tydings was aware of the contents of
both of these letters and I would not be surprised if he
had coples of them himself although he did not volunteer
thls information.

The letters 1n question were discussed and no real
reason was advanced by anybody for the destruction of this
first letter, simply trying to excuse the act by the fact
that some other declsion had been reached. Then, in turn,
the question of how to proceed from here on was launched.
It was declded to re-advertise for a completed building
wlthout any alternates whatscever. Mr. Morgenthau was told
the Government accepted bids on the basis that any and all
blds could be rejected 1f the Government so chose, Acting
on this reservation, the bidding 1s to be reopened.

After the meeting, Secretary Morgenthan asked me what
iInference I placed on Senator Tydings' remarks that McCooey's
henchmen were busy in Washington working for Driscoll's best
Interests, It 1s plain as to what he meant but he mentioned
no names, I told the Secretary that contractors of that sort
usually sought to get advance information as to what alternate
bld would be favored in any advertisement when alternates are
called for, and that, in my opinion, 1t was dangerous because
of the fact that alternate blds are misinterpreted, they are
manipulated to swlng Jobs in certaln directlions many times
and contractors of the type who are interested in this pro-
Ject always endeavor to get advance information in regard to
the alternate which would be favored. Thelr main figure
then 1s so set up to blend with the alternate proposed. This
means in many ceses the substitutlon of materials other than
those called for, and I told him further that probably the
best procedure in any case, in my opinion, waas to ask for
bids without alternates and eliminate the possibility of any
such practice.

THEHHHHHHHHMEHHEHEREE RS

This memorandum prepared by Mr. F.J.C.
Iresser, Assoclate Dirvector of Housing,
with Headquarters at Chiecago.




At Cabinet, Feb. 15th, when it came to my turn to
speak I first brought up the question of our getting a re-
lease on the $250,000 for Coast Guard for North Island,
California which the President told Ickes to give me. Then
he asked me 1f I had anything else and I said, do you want
me to bring up the gquestion in regard to the investigation
of the N.Y. Post Office and Stewart & “o. and he saild, yes,
and then % read him the Décember 27th letter signed by
Glavis.'l then got very excited and demanded of Ickes what
he meant by investigating the Procurement Division eleven
months after the contract had been let and the matter
settled. He denled all knowledge of the letter so I said
to him very forcefully, "didn't you say a couple of weeks
ago at Cabinet that you had never investigated any Cabinet
officer and that every report of Glavis went across your
desk"? "He sald yes. Then he said, "of course, I will
have to take the blame for this letter". In the midst
of these conversations the Preslident handed me a note which
read as follows:

You must not talk in such a tone of volce to
another Cabinet officer

but he never let the note out of his hand and after I read
it he tore it up. He also pounded the desk very angrily
and sald, Ickes, Farley and Morgenthau must get together

in this matter. I cannot have three Cabinet members dis-
agreeing. You must get together in this matter. When I
kept insisting that Ickes had been investimting the Treasury
the President again turned on me very angrily and saild,
"don't you understand, Henry, that Harold sald he knows
nothing about it end that ends the matter". He sald, "dont
you understand" and I replied, "I am afrald I am very dull,
Mr. President, I do not understand" - and he answered, "you
must be very dull”.

Lne point that I was trying to get over was that in
the absence of Farley, Ickes had been investigating both
the Post Office and the Treasury and that he was not telling
the truth. On returning to the office I wrote the follow-

ing letter to Ickes and Farley:

Yaar Mr. Ickes:

Carrying out the wishes of the President, expressed
at the Cabinet Meeting today, I suggest that you, Mr. Farley
and I get together at 10:30 Monday morning, feb. 18th, in
my office and discuss the letting of the contract for the
N.Y. Post Office Annext.

Will you please bring with you Mr. Glavis and his re-
port of March 16th and 17th together with any other material
which you have in any way bearing on this matter. I am at-
taching herewith copy of the letter which I am today writing
to Mr. Farley.




LDear Jim:

I am enclosing herewith a copy of the letter
which I am today sending to Mr. Ickes, which speaks for
itself.

I suggest that you come to my office at 10:30
Monday morning and bring with you the Asslstant Postmaster
General who 15 in charge of Post Office sites together with

any materlal which you have bearing in any way on this mat-
ter.

At 8 o'clock I called up Louls Howe and told him
that I thought there was a danger that Ickes might send his
report up on the hill the first thing Saturday morning and
I thought Louls ought to do something about it, whereupon
Louis argued with me that I should do something about it and
I told him that I sent the letter and I would have someone
call Ickes in the morning to see if he would come to my
office on Monday.

At 10 o'clock the President called me, his mood en-
tirely changed. He was most sympathetic and kind over the
phone. I responded to his mood and we must have talked for
about fifteen minutes. He agaln brought up the questlon
that Ickes claimed he knew nothing about the Deec. E2Tth
letter and I replied by telling the President that I still
thought Ickes was not telling the truth. he President
ended the conversation by saying, "stop worrying, Hemry,
go to bed and get a good night's rest”. I felt that his
telephone conversatlion came as near to being an apology &s
the President could give you.

Sunday, Feb. 17th, at 4 o'clock I had at my house
Peoples, Oliphant, McReynolds and Opper. They had pre-
pared a synopsis of the letting of the contract to Stewart
and another synopsis of the exchange of letters between
Peoples and Glavis in regard to the N.Y. Post Office Annex
and the Court House. Opper had searched high and low on
Saturday for the files from Jan. 1lst to 15th in regard to
the N.Y. Post Office Annex and late Saturday night he found
them in Asst. Secretary Robert's office files. Amongst
these files of Roberts was a letter from the Vice President
of Btewart & Co. to Farley which upset us considerably. g.aw
(Both are attached herewith).

Farley called me at about 3 o'clock Sunday afternoon
upon returning from Florida to thank me for what I had done
during his absence. At the time that he called me Idid
not know about the Dear Jim letter from Stewart & “o. After
the others left and Mrs. Klotz had arrived we talked the
matter over and I called up the President and sald, "I do
not know what to do about this letter which has Just turned
up in Robert's file". He sald, Farley is cnnini here at
5:30, you come down at ten minutes to six. I dld, and
stayed there over an hour. We went over the whole matter
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and I have never seen Farley so nervous. The conversation
centered on two things first, the Dear Jim letter and second,

&

the Dresher memorandum of the meeting which took place in my o
office on January 22d. Farley sald"in regard to the Damer Jim
letter - can't that be taken out of the files and destroyed”

and the Presldent sald emphatically no. In regard to the
Dresher memorandum Farley sald "must that memo go up on the hill -
can 1t not be consldered Just an office memorandum. The
President said he would think it over. I then reminded the
President that he sald he would have Ickes, Farley and myself
Monday morning and I consider this most important as I felt

that 1f we met in my office we would get nowhere. Next morning
at 10 o'clock Ickes, Farley and I met with the Presldent 1n the
Oval Room on the second floor. We were with him for about an
hour. I took very little part in the conversation as I did not
want badngive Ickes the impression that I was fearful of being
investigated myself. The President took my memorandum of

Stewart and Company and went over the whole thing step by step.

He decided that as regard the Dresher memorandum he would have

to go up on the hill, especially as Colonel Halsey had called

up Ickes on Saturday to tell him that they wanted this memorandum.
The President sald to Ickes "you must find sut how Halsey found
that that memorandum existed"”. He sald "send for Dresher and

ask him to explailn some of the statements that he made in that
memorandum, " When we came to the December 27th letter Ickes
then read a copy of a letter from Balley to Greer and I think
from Greer to Balley.

Ickes then said "well you see that that closed that
incident”. Then I spoke up for the first time tryling to keep
my volce moderated and said "Harold, if that file was in my
office I would positively consider that the questlon was not
closed and," I said, "who 1s the Treasury official mentioned
in that letter as being investigated”. Ickes again repeated
"the matter 1s all settled" so I asked him to read the whole
thing over again and the President said "Henry 1is right - it
is not closed" and the President saild to Ickes "send for Glavis
and Greer and ask them if there is anything still to be investi-
gated and if there i1s not have them say so.

I then pointed out to the President that there was
this big ﬂurrespungance between Glavis and Peoples in which
Glavis had been investigating up to a couple of months ago the
Procurement Division and the Court House pointing out particu-
larly that the Court House had not been built with PWA money.
The President then told Ickes that Glavis had no business
investigating the Court House but I said "If Glavis has anything 4
about the New York Court House that does not look right I want 1it.
During the whole conference the President directed his conversation
at Ickes and put considerable pressure on him to clear up the
investigation that he had been making




December 27, 1934

As Ds Balley, Jr.
Spe. Agent in Charge
o131 Int. Bldg,
Washington, D. C.

Dear Sir:

I transmit herewlith for further investigation
and report a copy of the adverse report of Sp, Agent
Curtls dated Mar. 16-17, relative to the bidding on
P.O. Annex, New York, New York, F. P, #5.

It 1is noted that after PWA allotted funda for
this project, the Treasury Department received bids on
three occasiona, The first two were rejected and the
contract waas finally awarded to James Stewart & Co,

You are instructed to ascertain why the bids
were rejected on two occaslons. The division file
contalins consliderable correspondence concerning this
case, which correspondence should be examined by the
speclal agent to whom the case is asaigned, The
completion of this investigation should receive
preferred attention.

Very truly yours,

Louls R, Glavis

- —




James Stewart & Co.,Inc.
Contractors

New York Central Pullding
250 Park Avenue

Harry D. Watts
Vice President

MEMORANDUM

Mr, J., C. Stewart phoned me thls afternoon that our opera-
tor called Driscoll Company operator who stated that she had
personally mailed the President's Re-employment agreement, slgned
by Driscoll on Tuesday October 3rd which was a day after the
opening of the bids on the New York Post Office Annex. The in-
structions to bidders stated that no bids would be accepted from
a contractor who had not signed and complied with the provisions
of the President's Re-employment Agreement.

The Department of Commerce and the Brooklyn Post Office on
the day following the opening of these bids, nelther had a record
of this agreement having been signed by sald Driscoll Company.
Mr. Brauer, the Assistant Director of the N. R.A. Division at New
York advised me personally that Driseoll had not signed as of
October 3rd after a complete search of his records. Today he
a dvised Mr. Stewart that he finds that since then Driscoll's
papers to the Department of Commerce had come in. The Post Office
at Brooklyn, as late as this afternoon, stated they have received
no such papers from Driscoll. The papers submitted to the Depart-
ment of Commerce bear date of GCeptember 29th.

Evidently Driscoll, who returned to New York the night of
October 2nd after he was the low bidder, went to the office the
next morning signed the papers for the Department of Commerce and
meiled them out that night.

Under the conditions of bidding, unless he had signed the
President's Re-employment Agreement prior to the time of bldding,
the bid is legally out not having qualified as required by the
instructions to bldders.

What we want you to do 1is have the Post Office Inspector or
someone in authority force the girl who made the statement that
she herself had mailed these instruments, confirm this statement
and Driscoll is out. This should be done tonight or the first
thing in the morning before Driscoll gets back from Washington.




James Stewart & Co.,Ine.
CONTRACTORS

New York Central Building
280 Park Avenue

Harry D. Watts New York
Vice President October 5, 1933.

Hon. James A. Farley,
Postmaster General,
Post Office Department
Washington, D. C.

Dear Jim:

I am enclosing memorandum relative the Driscell episode
in connection with the bldding of the Post O0ffice Annex 1in
New York as per our conversation of a few minutes ago.

Anything you can do to assist us wlll be more than
appreclated.

Sincerely yours,

(signed) Harry
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Sunday night, February 17th, during the course of
the conversation the President just pounded his desk and said
"My Cabinet has to get along with one another or I will ask them
all to get out" and I said "that sults me fine Mr. President butn
I said "if you want your Cabinet to get along as well as our people
do in the Treasury then you've got to tell Ickes to stop investigat-
ing other Cabinet officers and their Departments. If Ickes has any
doubts as to how another Cabinet officer or another department 1is
uld elther tell the head of that department or you
and not have his investigating force all over the lot and" I sald to
the President, "as you are a fair and Just person you will have to
agree with my statement" - and he did.

Monday when we wound up the conference I said "before
Ickes' statement goes up on the hill I think the President and Farley
should have a chance to see 1t" and the President told Ickes that we
should have a chance to see it. 4s I was leaving Ickes asked me
whether he could have a copy of the series of the correspondence
between Peoples and Glavis and I said "yes". I told Opper to give
it to him when I got back to the office.

Tuesday morning I called up Ickes, at the suggestion
of Oliphant und Opper, snd told him that I thought it was unwise
for me to send over the correspondence between Peoples and Glavis

at this time because 1t would become a part of his file and he might
then feel it necessary for him to send it on the hill. He agreed
with me and [ sald "I find that we have all of this information in
the office anyway and it is unnaeessary for you to send it ovepr™,

I sald "as soon as you have finished preparing your memorandum to

go on the hill I want to sit down with you Glavis and Peoples and
recelve any information which your organization may have which may
indicate that there was any graft in the Procurement Division,
including the New York Court House and Ickes said "fine™.

I am not going to leave a stone unturned to make
Ickes admit first,that he has been investigating the Procurement
Division and second, that there 1s nothing there but what i1s honorable
end above board.
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HM.Jrz
T:
H.M.Jr:
Ts:

H.M.Jrz
Tz

H.M.Jr:

Tz
H.H.Jr:

Ts

T:
BEM.Jr:
T:
H.M.Jrs

Henry talking.

Henry, Harry Hopkins, said something to me about
you being interested in Gardner Means.

Well I simply said that in the, how shall I Put it,

the sggkauptﬁr whatever you call it that you'r

over ere at 1f he wasn't happy or anyth I'd

like to talk to him. s

I see. Well I'11 tell you about Gardner. He's got

E}:?tr of work to do and - of course I tried to get
in the Treasury you know sometime ago.

No I didn't lnow that.

You don't remember but I spoke to you about him.

Well its kind of slipped my mind.

He really belongs over there.

YTes.

i.:;d we've only kept him on here - you see I've got
m.

Yes.

When the Treasury was in different hands.

Fine.

He did serve a useful purpose, however. We've got
him doing a lot of useful stuff but if you ecould use
him he'd certainly be more ---

Well if - I don't want to go after him, but if he's
unhagsr and he'd like to come over and talk to me
I'd delighted to see him.

Do you mind if I speak to him first ?

Not a bit.
Alright, Henry.
ﬂ:l-

February 15, 1935.

Friday.

e having



dr. Morgenthau?
H.M.Jrs2 Yes.

Just a minute,
Hello.
H.MJrz Hello - Herbert?
Yes Henry, how are you.

H.M.Jr: Fine. Herbert, What I'm calling you up about is
this, I thought you'd want to know it - that
Commissioner Mulrooney is not doing anything about
the cases that we're sending him. We sent him about
150 cases. of  licenses, most of which should be
cancelled. The reason he gives is that he is so
busy issuing new licenses. When we went to him
on this proposition he said he'd give us ten day
service. We thought it would be wonderful., I'd
much rather not have him know that I'm saying anything
to you but what I would 1like if you would send for
him and ask him how that check up in New York City

is going along.

Well it's funny, Henry, I did talk to him just about
four or five days ago, a week ago maybe - Sunday I
think it was and at that time I asked him about these -
this work and he said that he was cooperating 100%
with the federal government.

H.M.Jr: Well he's not.
L: Well I'11l check up on 1t again.

Our cases are over there and I had my man uf there
8

yesterday and he sald Mulrooney 1s so busy 1lssuing
new licenses that he hasn't been able to handle any
of the cases we've sent over to him.

I see. Well I'11l check up on him. DBut he certainly
gave me very definitely, not only the impression but
the assurance that they were cooperating in every
way with you, because I want him to do that.

H.M.Jr: Well it may be that he's short of clerical help or
something.

L: Well I don't know abcut that Henry because he didn't
say anything.

HeM.Jr2 Well you see these things are backing up and it
looks bad.

L3 Yes sure.




H.M.Jr:
Lz

HM.Jr:
Lz
H.M.Jr:
Lz
H.M.Jrs
Lz

@ H.M.JTr:

Because they think maybe the st
going to ecancel thasaykhing:.l "5 sovernment lmn't

Well I'1l check up on that right awuy Henry.

I'd appreciate it and would let know
bringing meé into it? s o

I will, Yes 1'11 get - I*'1]1 have a talk with h

im
::xﬁuzzggaarﬂgngn??ilup Sunday, I think, or Tuesday
ki gt talk to him about other things

I'm plann to com t
this tlme':mg € up to the Correspondents! dinner

Eg::;:.fine. Henry, you'll stay at the Mansion of

I'd love to.
Fine,

I'd love to

Is Ellie coming up too?
No.

Because Edith is giv a party fo
Chat ent ing a party for the Nnewspaperwomen

Oh really.
And I know she love to have Elinor,

Well I'1l tell you. I going to come by aeroplane.

I see.
And Elinor won't fly in the same plane with me.

I see. I saw Elinor yesterday, by the way.

Did you?
Up at Ithaca.
Oh really.




Oh Yes.

Her train was late this morning so I haven't had a
chance to --

Lz Well she's alright,she looked fine. I saw her and
Mrs. Roosevelt too,

H.M.Jrs Fine.

Ls I d&uldn't get up there for the Farmers' dinner the
night before because I had to stick to getting this

’F it
p budget through, but I got up there.
i
|
¢
j
*ii 0

H.M.Jr: You seem to be getting along swell.
Lz Everything is going along alright.
H.M.Jrs Thank you Herbert.

Lg Where are you at the farm or —-

HeM.Jrs I'm at the Treasury.
L2 Alright - by by Henry.

Saturday.

x
] T e T




H ll. Jrl
Governor

Horner:
H.M,Jr:

H.M.Jr:

J21

Hello - hello - hello. Governor, how are you?

I'm fine.

The reason I'm calling you up is this. We would
like to start a block to block check up in Chicago

on places that sell liguor.

1 See.,

Hello

Yes.

And we'd like to do 1t with the cooperation of the
state and municipal suthorities.

We tried it in New York and we've been running there
for two weeks now and we've been very successful.

3e0.

And in New York for every man we've put in they've
picked a special squad of detectives and assigned
them to us, and we work together and we've been very
successful.

Now the man whopersonally represents me on this is
Harold OGraves - G-r-a-v-e-s,

I'1l put that down - Harold Graves.

And I'd like to send him out there Monday to see you.
I don't know body in Chicago so I'd like to start

Alright, and he has authority to go ahead?

Yea yes.

Well that's alright - if he'll just tell us what he
wants. You're going to send your men out?

Yes.
But you want them accompanied by local detectives?

That's the idea. And then with the state liquor board
So that when we find violatidns that they'll be prepared
to cancel the licenses.




Hs

EM.Jr:

Hs
H.M.,Jrz

H:
H.M.Jr:

H:

H;M-»-TI'I

H:

H.M.Jr:

HoM.Jrsz
H:
H.M.Jr:

Well that will be fine. We'll be very glad to give
you all the assistance we can give you.

I know you will.

I'd better wait before calling up Chicago.
Yes.

Until I talk to Mr. Graves.

Fine. Will you be in Springfield Monday?

Yes I will. I'1l be here Monday. Tell him to come
right to the State House.

Right to the State House.

And if I'm not here I'1l be over to the Mansion.
About what time will he be in?%?

Well I suppose he'll get to Chicago in the morning
and then - he sald he'd go right to Springfield.

I suppose he'll get there about the middle of the
morning.

There's a way of getting to Springfield right from
Washington on the B & 0

On the B and 0
But he may want to stop at Washington.
No he'll come right to Springfield.

Alright. WNow i1f he comes here I'1l go right ahead
with him,

Well I'11l have him - he's sitting here - I don't know
what time that B & 0 train gets in.

Tell him to look me up jJjust as soon as he gets here
and I'1]l leave word as soon &s he comes in he is to
see me.

Thank you Governor.

I'11 go right through with it for you.

Thank you.




H: I'm agsuming that the city will go ahead.

H.M.Jrs Well I ipagine

H: Otherwise we'll put it through the proper chammels.

VR LRl aetl g b e
introduce it to the eclty authorities.

Hs Very well. How are you feeling?

H.M.Tr: I'm fine.

He Enough to keep you busy down there?
H.M.Jr: Plenty.

H.M.drs Well thank you Governor.
Hi Goodby.
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BE.M.Jr:2

Joe
Kennedy:
H.M.Jrs

K3
H.M.Jdr:

K3
H.M.Jr:

K2

H.M.Jr:

K:
H.M.,Jr:

K3
Hp..JrI

K:
H.M.Jr:

K:
H. M. Jr:

K:

H.M Jr:

Ox

Hello?

Hello Henry.

Good 'ln:mmq.

All I want to say is it's a lovely day.
Yes.

How 13 everything? Is everything alright?

Well everything is terribly jumpy abread.

Is 1t? The market 1s - the only thing I've got is
t-l:tll Germt bonds are weak but the market n:‘rathur
stagnant.

Well the foreign exchanges are very jumpy.

Is 1t?

Oh yes.

Well you don't think that these fellows, after all
this preliminary bulld up that they've given us, would
attempt to put 1t out until after three o'clock.

Well I'm betting that they won't. The people here in
the Ireasury - some of them disagree with me. :

That they'll put it out at 127

That's what some of them think.

And you don't?

I think it will come after three.

Yes.

But --

BP0t fn, e IR gpale e 3t e st

be hurt were the speculators. Of course that wouldn't be
if it really started to go bad on us.

Of course we've got our government market too.

Yes.

iy




NHow have you any means of getting information.
Well no I haven't got anything more. I understand
now that they're going to keep the only phone there
for you and for us.
H.M.Jr: Now wait a minute, Oliphant's here - hello?
K: Yes Henry.
H.M.Jr: Herman Oliphant said that he's assigned Laylin and he's

going up there with one of your men and t 're going
to ltiﬂg together. e, <

K: That's it - Johnny Burns.
HM.Jr: Johnny Burns.

K: Yes.

H.M.Jr: What have they got a phone?

Yes. They've made arrangements with them so that they
can have the only pheone.

Where does that phone go to? To your office?

No it will go - it can go right directly to you. You
can have it anywhere you want it to go but what good
will it do you or m¢. We won't know what the deeision
48 until he finishes it.

H. M, Jr: No.

Kz I mean won't you want to sit down and won't Herman want
to s8it d and read what it really says before he can
tell whether #£'s right or wrong or --

HM.JIr: Well purlmll; I agree with Hermen here. I think that

that phome t to go to you rather than to us.

K: Alright.
H.M.Jrt After all I mean

K: I mean we're to ce it so it’1l get to Howe. There's
no question that.
f :
H.M.Jr: Well I mean it's the logical thing. It seems to be the
logical place for 11:.1"




H.M.Jr:

K:

H.M.Jdrs

K:

H.M,Jrz

Rs
HM.Jr:

T T

R:

Well Henry, I'1l tell you what I'11l do. We'll keep
it open to the boys then I'11 get on the other
phone. Are you going to be at the White House?

Yes 1711 be i the Cabinet Room gnd I'11l have the
White House phone.

Alright. Well that goes right to my desk and I'11l
call you right on that one.

Isn't that the best way?

Alright. That's alright. That's fine and then, if you
want, I'll come right over and then you can decide what
we'd better do.

:lll you tell your fellow to hnﬁr the phone hooked up
o you.

Alright Henry.
n.lt
ﬁ.zp
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Feb. 18, 1935
The following was dictated about 3 weeks later

Today the Gold Decision was handed down. Oliphant,
Mrs. Klotz, Miss HReynolds and I walked over to the Cabinet
Room. I had talked on the telephone to the Attorney Gen-
eral to find out if he was going to join us but he seemed
to think he would stay in his own office. ‘I think he felt
that because the President did not ask him to come per-
sonally that it was beneath his dignity to joim us. I sat
in my usual chair, Mrs. Klotz sat in the Seaetary of State
chair, Oliphant in the chalr of the Sec. of War and Miss
Heynolds 1n Roper's chair. I had had a telephone put in at
the end of the table away from the President and Miss Rey-
nolds sat there with the phone connected to the "gold room"
in the Treasury. I spéke to Miss Lehand and asked her if
the President's wheel chair was handy and if we got word
that there would be a decision would she rush in and tell
the Presldent and get him to come into our room. She said
she would and a few minutes past twelve Miss Reynolds got a
Ilash over the U.P. ticker that the court had started to
read the decision. I rushed into Missy's office, told her
to get the President and it seemed like less than one min-
ute he came in smiling and took his regular place.

There was a telephone at hls end of the table which I
put in a year ago when we had been in the Cabinet room with
him on February lst. The phone at our end of the table
rang and it was Joe Kennedy that he had gotten word that
the decision was coming. I told him that we had already
gotten word. My arrangement with Eennedy was that as he
got word from his men who had a phone in the Supreme Court
that he should phone me. I felt the President would get a
greater kick out of 1t if he talked to Eennedy direct so
from then on I turned the phone over to him,

McIntyre and Early and Mlss Lehand constantly hovered
around and after a while, to my surprise, Ray Mcley dropped
in. In the midst of the excitement as we were getting word
over the telephone Missy asked the President whether she
could find out what her gold stock was doing. I think she
was 1n earnest and the Presldent told her quite firmly "no".
McIntyre sat down next to me and said, "Mrs. Jimmy Moffett
certainly i1s cleaning up because she has been buying stocks °
very heavily.

I spoke to Lochhead at the other end of the room and
he sald that Bterling was up. I remember it was about 4.88 .
I said that I thought we should sell some, and then called
down to the other end of the table and Oliphant said very
emphatically and very excitedly - "no" - let it go up higher
and I said, better take a profit while we can and the
President nodded his head - so I told Lochhead to sell Sterling

every time 1t went up a little bit.
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Subsequently history proves that I am right and I am only
Sorry now that we could not have sold more. =3

to get Oliphant to
interpret each decision for him. We were in the Cabinet
Room all together about an hour - the atmosphere was very
Jolly - the President was vVery natural, laughing and smil-
ing practically all the time. It certainly was one of the
Eiﬁ moments of my life and it was an experience to be with

Monday being my lunch date we adjourned to his office
and to my surprise he had Cordell Hull there to discuss the
proposed Chinese note and we never got to the note until
about three o'eclock as all thru lunch the discussion was on
the court decision. At about 2 o'clock the Attorney General
came in very much pleased with himself and taking it more or
less as a great personal victory. He had not had lunch and
the President ordered lunch for him. Later we were jolned
hy Stanley, Asst. Attorney General and Oliphant. Just before
leaving we took up the Chinese note and the President in a
very nice but quite firm manner told Hull that he did not want
him to send the note as drafted because in this note 1t said
that we would be glad to join the other nations in conferring
with China in regard to a loan to her. The President said
that this should be treated as a monetary matter and should be
handled by the Treasury. <+he President seemed to make no
impression on Hull.
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2 GOLD CLAUSES IN OBLIGATIONB

to any obligation which purports to give the obligee
require payment in gold or a particular kind of ecom or currency,
or in an amount in mone United States measured tharshvy '

of
is “against publio policy*’, Such provisions in obligations theresfier

ine are prohibited. The Hesolution provides that “Ev
obligation, herstofore or hersafter inourred, whether or not any su
rovision 18 contained therein or mads with respect thereto, ba
ischarged upon payment, dollar for dollar, in any coin or currency
gﬂhnhb at the time of payment is legal tender for public and private
ta''. :

In Ne. 270, the suit was brought upon & eoupon of a bond made by
the Baltimore and Ohio Railroad Company under date of February
1, 1830, for the payment of §1,000 on February 1, 1960, and interest
from date at rita of 4% per cent. per annum, payable semi-
annually. The bond provi that the payment of prineipal and
interest “will bemade . . . in gold coin of the United States of
America of or equal to the standard of weight and fineness existing
on February 1, 1830"". The eoupon in suit, for $22.50, was payabls
on February 1, 1934. The complaint alleged that on February 1
1830, the standard weight and finaness of a gold dollar of the T
States ss & unit of value "was fixed to consist of twenty-five and
eight-tenths grains of gold, nine-tenths fine"', pursuant to the Act of
Congress of March 14, 1900 {31 Stat. 45); and that by the Aot of
Congress known as the “Gold Reserve Act of 1934" (January 30,
1034, 48 Stat. 337), and by the order of the President under that Act,
the standard unit of value of & gold dollar of the Unitad States “'was
fixed to consist of fifteen and five-twenty-fireta grains of gold, nine-
tenths fine”, from and after January 31, 1934, On presentation of
the coupon, defendant refused to pay the amount in gold, or the
equivalent of gold in legal tender of the United States which was
alleged to be, on February 1, 1934, according to the standard of
weight and fineness existing on February 1, 1930, the sum of $38.10,
and plaintiff demanded ju t for that amount.

Defendant answered that by Acta of Co and, in particular,
by the Joint Resclution of June 5, 1939, defandant had been
vented from making payment in gold coin “or otherwise than dollar
for dollar, in coin or nun‘me;Ln! the United States (other than gold
coin and gold eertificates)” which at the time of payment constituted
legal er. Plaintiff, challenging the validity of the Joint Resolu-
tion under the Fifth and Tenth Amendments, and Artiels I, Section 1,
of the Constitution of the United States, moved to strike the defense.
The motion was demied. Judgment wes entered for plaintiff for

e bagnl lasdar anid privais debis, .lJH-nﬂu eeitalned bn any law atillgs-
15 LA suibarity of the Unitsd lll'ﬂﬁ:lnf-hl E:ﬂﬂ
eny othar or tealtalbed tn Imw. e

—— Ihmm Fismerve pots l::;é
{1} of sirheection ol Aot sotitled ¥ An Aol o
e

iheir setoml wekghi ™

Besks and oa
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L'lii_&u,thufnmnihmu , and wes affirmed upon appeal. The

pon

Court of Appeals of the State considered the federal tion and
decided that the Joint Resolution was valid. 285 N. Y. 37. This
Court tad & writ of certiorari, October 8, 1934. :

In Nos. 471 and 472, the question arose with respect to an issue
of bonds, dsted May 1, 1908, of the St. Louis, Iron Mountain &
Southern Railway pany, payable L[I-Pf 1, 1633, The bonds
severally provided for the ent of “One Thousand Dollars
gold coin of the United B of the present standard of weight
and fineness', mmhmﬁmgﬁmnmw

annum yabla “in like o0in  sermi: ¥

ﬁ;luuﬂ acific Railroad Company acquired the property of the
obligor subject to the mortgage securing the bonds. In March,
1633, the United Btates District Ca%%tnn Distriot of Mis-
souri, approved a petition filed by the

tion 77 of the Bankruptey Aet. In the following Deecember,
trustess vnder the mortgege ssked leave to intarvens, nuh.ug
have the meome of the property applisd against the abt
and that the debt wes payable “in gold coin of itad
States of the standard of weight and finemess prevailing on May
1, 1003." Later, the Reconstruction Finance jon and the
United States, as oreditors of the debtor, filed & joint petition for
Iuwtuintarvm-&,inwhichthqdmiﬂthnﬂlﬂtruf&agﬂd
clause contained in the mortgage and bonds. Leave to intdrvens
apecially waa ted to each applicant om April 5, 1934, and
answers wera hled. Om the , tha District Court decided
that the Joint Hesolution of June §, 1033, was constitutional and
that the trustees wers entitled, in pa t of the principal of eath
bond, to £1,000 in money constitu ;

entered accordingly and the trustees (respondents here) took two
appeals to the United States Cirouit Court of Appeals.! While
ese appeals were pending, this Court grantad writa of certiorarn,

' November 5, 1034.

The Joint Hesolution of Juns 5, 1833, was one of a senea of meas-
ures relating to the eurrancy. These mesasures disclose not only the
of the Congress but also the situations which existed at the
tima the Joint Resolution was adopted and when the Plﬁﬁl‘lh under
the “gold clauses" were sought. On March 8, 1033, ti Pram]m&
stating that thers had been “heavy and unwarranted withdrawals
En]d and currency from our b institutions for the gmr?me of
oarding” and “extensive speculative activity abroad in foreign
axchanga’ which had resulted “in severs drains on the Nation's
stocks of gold ", and reciting the suthority conferred by Section & (b)
of the Act of Oetober 6, 1917 (40 Stat. 411), declared “a bank holi-
day' until March 9, 1983. On the same dste, the Secretary of the
Tressury, with the President's approval, issued instructions to the
Treasurer of the United States to make payments in gold in any
fﬂrf.l::ml T t.h i m;undﬁ?'w Banking
arch B, 1933 Congresa ] ay
Act. 488tat. 1. All orders issued by the President or the
of the sinos March 4, 1933, under the suthority conf
by Baction 5 (b) of the Aet of Oetober 8, 1017, ware confirmed. That

————

¥ Oma appeal was Kllowed? by the Distriel Todge and the other by the Clrmit Ooont of Appesis
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nguﬂunmmmdudmutnpmﬁdn%tdu:ingmrguﬂud _fn;.‘

emergency declared by the President, he might “investigaie
regulate or ]}rqglr]]it-". by means of licenses or otherwise, “any trans.
actions in foreign axt » transfers of eredit betwesn or

by banking institutions ss defined by the President, an export,
hoarding, melting, or earmarking of gold or silver coin or bullion or
currency, by any person within the United States or sub-
ject to the ) on thereof ", Thniuﬂmnmﬁ jon 11
of the Federal Reserve Act (30 Stat, 752) so as to suthorize the Sec-
mhqdmmnhmm-ﬂpmnn!hdaﬁvummm
urer of the United States *‘any or all gold coin, gold bullion, and gold
certificates” owned by tham, and that the should pay there-
for “an equivalent amount of any other form of coin or currency
coined or issued under the laws of the United States".

By Executive Order of March 10, 1833, the President authorized
b.n.nf;_ 8 to be reopened, as stated, but prohibited the removal from the
United States, or any place uuﬁ;mt to its jurisdiction, of “any gold
coin, gold bullion, or gold certificates, except in accordance with regy-
lations prescribed by or under license issued by the Secre nfagn
Treasury ", By further Executive Order of April 5, 1933, forbidding

: bﬂig:rmm wera required to deliver,on or before May 1,1933,

to sta ; ‘*nﬂﬂd eoin, gold bullion and gold certificates”’, with

exceptions, holder to receive “an equivalent amount of

any other form of eoin or currency coined or issued under the laws of

E&:th United States”, _ﬁ;mthnr dg of April 20, 1033, contained
or requirements with respect to the acquisition and axport of

mﬂtat-rm;mﬁunnin!n ] aachmga,mq v

By Bection 43 of hh:mf;riculmrul Adjustment Act of May 12,
1933 {*IIE Stat. 51), it was provided that the President should have
suthority, upon the making of prescribed findings snd in the cir-
cumstances stated, “to fix the weight of the gold dollar in grains
nine tenths fine and also to fix the weight of the silver dollar in grains
nine tenths fine at a definite fixed ratio in relation to the gold dollar
8t such amounts s he finds necessary from his investigation to stab-
ilize domestic prices or to mt«ml;lga forelgn commeres guinst the
adverse effect of depreciated foreign currencies ", and it was further

vided that the “gold dollar, the weight of which is so fixed, shall
the standard unit of value"”, and that “all forms of money shall
be maintained at & parity with this standard ", but that “in ng evanb
shall the weight of the gold dollar be fixed 5o as to reduce its present

%hf more than 50 per centum .
ollowed the Joint Resolution of June 5, 1933. Thare were
further Executive Orders of August 28 and 29, 1833, Octaber 25
1933, and Jmuu:p' 11 and 15, 1934, relating to the hosarding and
export of gold coin, gold bullion and gold certificates, to the sale
and export of gold recovered from natural deposits, and to trans-
exchange, and orders of the of the Treas-
approved by the President, on December 28, 1938, and January
for the tﬁeh#ary of gold coin, gold bullion and gold certificates

ted States u.r%ﬁ
30, 1934, the ngress passed the ' Gold Reserve Act-
L. Sﬁﬂ?l 'Fhlﬁh section 13, ratified and confirmed all
ons and orders taken or made the President
and the Secretary of the Treasury under the Act of March 0, 1033, or

GOLD CLATSES 1N OBLIGATIONS b

B, under Séstion 48 tho Act of May 12, 1mhtmd.--hy ssotion 13, with

nmi'tn the suthority of the President to fix the weight of the

dollar, provided that it should not be fixed “in any évent at more

G0 per centum of its present vnﬂ:h ", 'On Jan 31, 1934, the
President issued his proclamation eclaring that he “the weight
:iihtllruﬂgnljldtguu to be 16 6/21 grains nine tenths fine’’, from and

i " ]

- We have not attempted to summarize all the provisions of these
measures. Wao are not concerned with their wisdom. The question
befare the Court is one of power, not of policy. And that question
touches the validity of these measures at but & mngh'pumh that is,
in relstion to the Joint Resolution denying effect to * clauses’
in existing contracts. The Resolution must, however, be considersd
in its lepslative setting and in the light of other measures in pari

maleria.
' mgmgﬁminnﬂ. In the case of
(#hio Rai Company, the obligor eonsiders the
obligation to be one “for the payment of money and not for the
delivery of a specified numbaray;mim or ounces of gold "'; that it is an
obligation payable in money of the United States and not less so
because payment iz to be made “in a particular kind of money'';
that it is not a *' commodity contraet” which could ba
“tender of bullion™. At the same time, the obligor contends that,
while the Joint Hesolution is constitutional in either event, the
clause is & “gold coin” and not a “gold value" clause; that is, it
does not imply “a payment in the ‘equivalent’ of gold in case per-
formance by payment in gold eoin is impossible”, e parties, runs
the argument, intended that the instrument should be nuguulbfu and
hence it should mot be regarded as one “for the payment of an
indeterminate sum sscertainable only at date of payment”, And
in the reference to the standard of weight and fineness, the words
“equal to" are said to be synonymous with “of ', |
In the E':;uf the Ilfmias of the 51, Louis, IrEHHﬂmm‘nh fm mﬂ'
Radway pany, the Government urges ¥ pro oT
payment in gold coin the Eﬂ.rtmu showed an intention “to protect
against deprecistion of one kind of money as compaced with another
a8 for example, paper money compared with gold, or silver com
with gold"; and, by providing that the gold coin should be of n
particular standard, they attempted "to assure | t payment in
eoin of leaser gold content”. The elause, it is said, " doea not reveal
an intention to protect lft.imt. & situation where gold coin no |
cireulates and all forms of money are maintained in the United te
at a parity with each other”; apparently, * the parties did not antici-
pate the existence of conditions making it possible and illegal to
procure gold coin with which to meet the obligations”. In view of
that impossibility, ssserted to exist both in fact and in law, the
Government contends that ““the present debtor would be excused, in
&n action on the bonds, from the obligation to pay in gold coin,” but,
“‘#s only one term of the promise in the gold clause 1 impossible to
perform and illegal”, the remainder of obligation should stand
mﬁ‘:&m the o tion ''becomes one to pay the stated number of
dollars’,
The bondholder in the first cass, and the trustees of the mortgage
in the second case, oppose such an interpretation of the gold clauses as




imsdequate and unreasonable. ngim
mrent was to En il that w
Ihughnnhhn tis d:lpuhlhlt-

mﬁ’m""‘ﬁﬁm

mig ﬂ:n gold d lhm

might o of & nuwa

the present standard " would pass from ciro

admitted, by the Government's !I.Iut
-unduﬂmt«mduﬁd thqwmﬂdnot.ﬁ.lw hul-mprud

they were tenderad in sufficient amount to make up the ““gold valys "
for which, it is said, tha contract callad. It is insistad that tha words
of the gufd clauss ﬂhﬂ.’lj' show an intent “{o establish & messurs or
ut-lndudﬂnlunnftha to be paid if the particular kind of
money specified in the clause should not be in l:lrtll{lhﬂﬂ ot the time
of payment”. To deny the right of the bondholders to the equiva-
lent of the gold coin promised is said to be not a construction of the
gold clause but its o tion.!

The decisions of this Court relating to clauses for payment in
gold did not deal with situations corresponding to those mow
sented. Bronsen v. Rodes, 7 Wall. 220; Builer v. Horwils, 7 'i'r‘u.l,L
258; Dewing v. Sears, 11 Wall, 379; Trebilcock v. Wilson, 12 Wall.
687; nnmpmv Buler, 05 U. 8, 694; Gregory v, Morris, 96 U. 8,
BI'EII Bea, ”T%JMQMTT& Tdmjﬂﬂh}: Wall, l‘iﬂsd;i'h

Snud;r ililit (] . ld.mg UBEE

ing their effect, wera mm gnld was -E:l.l in n:rm

1ntmn and no act of the Enngrm rohibiti
such clauses had been p ;
the Court held that t.]m hg!.l tandar acils -:-!' 1862 and IEBE
from any question of their comstitutionality, had not :i“nr
modified the laws for the coinage of gold an I:llur or lhl-lt-n.t:ntur_r
ilmmmnswhmhmdnthmmmnhgﬂ all ta.

t followed, said the Court, that *there were two descriptions of
mam;muuntthaﬂmathutmdmundummdmhm was made,
both suthorized by law, and both made logal tender in payments.
The statute denommation of both dnnnphlml was dollars; but
R e e A
parties for psymen ons sort Ard was still in la
ciroulation, was sustained. The case of i’[rehb;ub
was decided ghortly after the legal
‘The Court again concluded . 605, 600) that those scts l.p]:llul
unigtnﬂuhuwhmhmplj' in mon 3,mdﬂu.tt.hﬂ

‘secording to that decigion, two kin mhﬂlﬁ
ﬂiﬂmt in their nature, but aqualljr lawiul ', I.u that
the Court, *‘ contracts paysble in either, or for thapuummnninﬂ:u;f

must be equall ll.wlul md if lawf t
et n:r;lt” ¥ ) lwui must be equally capable

m--ﬂn:h:muﬂhﬂ:l standard o madftar of vl
2 A P oL i mtary oohEM o f Girmseey b e e AT
w'uﬂmm'ﬁmmm ﬁ%ﬁ‘u - Tndi:
% H_ (1 N .!Hl.lmﬂih&im IH%
mmuumﬂ?’ﬂw.nﬁ BEL whers Chs Mol e e s af Che
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% III.W‘I’ Wilson, nnuhwu abla “in |
the Court said (pp. 604, 6 provision did not *
m-lnmmiin 'hmh ﬂ: mtuumnbb in
88, fnr example, to & contract to pay a sum in
1 i "~ tlu the terms "'sn specis " wern '*
dall:npuﬂ-u!thﬂ ki nfdnﬂmhwﬂnhthmhupqlhh,
being different kinds in ecirculation, !ﬂﬁ:lultd by law"; that they
méant “‘that the designasted number of dollars in the note shall ba
aid in 80 many gold or silver dollars of the coinage of the United
tates "' .!u:-:lm Thompson v. Butler, supra, pp 608, 687, the Court
adverted to the statement mu.dn in Bronson v, ul’u, and eoncluded
that “notwithstandi this, it is & contract to pay money, snd none
the less so because it ates for pa t one of the two kinds of
money which the law has made a | tender in discharge of money
obligations”. Compare Gregory v. Morris, supra,
ith respact to 1.ha interpretation of the ‘clauses then under consid-
aration, the Court observed, in Bronson v. Rodes, supra, p. 250, that s
contract to pajr & certain number of dollars in or silver coins was,
in lagal impo nnl‘-hmg olse than an agreement to deliver & certain
Wﬁlg‘ﬁ?- of 'it-ﬂ.ndnrd gold, to be sscertained by a count of coins, each
of which is certified to contain a definite proportion of that w t"
The Court thought that it was not dis able, in prinecipls, **from
a contrect to deliver an nquul weight thun 'of nq'ual fineness "',
That observation was not nmuuu?' the final concluogion. The
decision went upon the assumption ' that engagementa to pay oofned
dollars may be regarded as ordinary contracts to pay monsy rsther
t.l'lm.a.t’:i a8 contracts to deliver certain weights of standard gold”. Jd.
1.
P‘I'il'amni' the opinion that the gold clauses now before us wers
not eontracts for payment in Eld coin as & commodity, or in bul-
lion, but were contracta for u.rmmt. of mon The bonds
WEID BeV glurtha payment o mr.-hnunnd dollars. We also
think that, rl'y construed, these clauses were intended to afford
a definite standard or measure of value, and thus to protect against
s depreciation of the :-:m-rmuy and against the discharge of the
obligation by a payment oi lesser walue than that prescribed.
When these contraets were made they were not repugnant to sny
action of the Congress, In order to determine whether effect may
now be given to the intention of the parties in the face of the action
taken by thaCunﬁ:i or the nnnh-nntumdﬁb-l satisfied by the pay-
mant dollar for d in legal tender, as Congress has now pre-
seribed H-llnmr:tﬂmm&-ﬂr (ljthupuwuufthu
to establish s monetary eystem and the necessary implications of
that power; (2) the power of the Congress to invalidsts the pro-
visions of existing contracts which interfere with the exercise of
its comstitutional authority; and (3) whether the uhu-u m,:f
tion do constitute such an interference as to bring thin

the range of that power.
Seeond. The power of the eymiem,
to review the historie controversy as to axtent
of this p tnrmhﬁnﬁﬂ&ammﬂﬁmﬂhywnﬂnut
at

T to exiablish o
It ia unn

in the may make notea
legal tender in payment of debta previously contracted, as as of
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those subsequantly contracted, whether that suthority be mu‘

oaurse ol war.or in time of peace, Koz v, Les, 12 Wall. 457 ; Juilliard
¥, Greenman, 110 U. 8. 421, We need only consider certain postulstas
upon which that conclusion rested.

The Constitution grants to the Congress power “To' coin
regulate the value thereof, and of foreign coin . Art. 1, seo.

But the Court'in the legal tender cases did not derive from
axpress grant alone the full authority of the Congress in relation to
the eurremey. The Court found the source of that authority in all
the related powers conferred upon the Congress and sppropriste to
achieve “ the great objeets for which the government waa framed  —
A nationsl government, with sovereign powers”. MeCullock V.
nd, 4 ent, 316, 404-407; Knoz v. Les, supra, pp. 532, 538:
Juilliard v. Greenman, s - #38. The broad and com ivs
national authority over the su i&ﬂtﬂ of revenue, finance an currency
18 derived from the ta of the ers granted to the Congress,
embracing the powers to lay and collect taxes, to borrow money, to
te commerce with foreign nations and smong the several States,
to coin money, regulate the value thereof, and of forei coin, and
fix the standards of weights and measures, and the added expross
power "to make all laws which shall be necessary and ,}w,?f“ for
carrying into execution' the other enumerated powers. Juilliard v,
Gresnman, supra, pp. 439, 440. ;

The Constitution *‘was designed to provide the same eurreney,
having & uniform legal value in all the States”. It was for that
reason that the to regulate the value of money was conferred
upon the Federal Government, while the same power, as well as the

wer to emit bills of credit, wes withdrawn from the States. The
Efm cannot -declare what shall be money, or te ita value.
Whatever power there is over the currency is vested i the Congress.
Knoz v, Lee, supra, p. 545. Another postulate of the decision in that
<ase 18 that the Congress has er ‘' to enact that the Government's
promuses Lo pay money shall be, for ths time being, squivalent in
value to the representative of value determined h_]i-uftm colnage acts,
or to multiples thereof". Id., p. 558, Or, as was stated in the

lliard case, supra, p. 447, the i3 empowered “to issue the
obligations of the United States in such form, and to impress upon
such qualities ss currency for the purchase of merchandise and

the payment of debts, as sccord with the usage of sOVersign govern-
menta”’. The suthority to impose requirements of uniformity and

arity is an essential feature of this control of the currency. The
ngress 18 authonized to provide “a sound and uniform currency for
the country ", and to secure the bensfit of it to the people by appro-

printe legialation", Veasie Bank v. Fenno, 8 Wall, 533, 549,

Moreover, by virtue of this national power, there attaches to the
ownership of gold and silver those limitations which public policy
may require by reason of their quality as legal tender and as & medium
of exchange. Ling Su Fan v. United States, 218 U. 8. 302, 310.
T'igmhm:hhnmn;lmiﬂnm the fact that the law “gives to such
coinnge a value which does not attach ss » mere consequence of

trinsic value'. Their quality as }ﬁ‘l tender is attributed by the
law, aside from their bullion value, Hence the power to coln money
includes the power to forbid mutilation, melting and exportation of

ld and silver coin,—"to prevent its outflow rom the country of
tsongin", Id, p. 311,

GOLD  CLAURES TN OBLIOCATIONE

. Dealing with the specific question as to the
acts upon contracts made before their passage

for the payment of money generally, the Court, in the
BN,
frustrating =i 1
them *‘fruitless or partially frultiess”, The Court pointad out
the exercise of the powers of Congress may affsct “apparent
gations™ of contracts in many '#IS'I. may pass bhank-
ruptey acts, The Congress may declare war, or, 8ven in peace, pass
non-intercourse acts, or direct an embargo, which may n&ﬂﬂ:ﬂ
seriously upon existing eontracts. And the Court reasoned that if
the legal tender acts “were justly ble with impairing con-
tract obligations, they would not, for t reason, be forbidden,
unless a nrmtryﬂaintuhnnppfiadﬁuthm!mmthatwhi:hhu
hitherto prevailed in the construction of other powers granted by
the fundamental law”. The conclusion was that contracts must be
undarstood 8s having been made in reference to the possible exercise
of the rightful suthority of the Government, and that no obligation
of & contract “ean extand to the defeat” of that suthority. Kwnox

v. Les, supra, pp. 549-551, L
On mn.ﬁz grounds, the Court dismissed the contention under the
Fifth Amendment Iar'f:idding the taking of private property for public
use without just compensation or the deprivation of it without due
process of law. That provision, said the Court, referred only to a
direct appropristion. A new tariff, an embargo, or a war, t
bring upon individuals great losses; might, indesd, render valushle
propert. almost valueless,—might destroy the worth of contracts.
‘But whoever supposed " ssked the Court, “that, because of this. &
tariff could not be changed or a non-intercourse act, or amb be
enacted, or a war be declared”. The Court referred to the Act of
June 28, 1834, by which & new regulation of the weight and value
. of gold coin was adopted, and about six per cent. was taken from the
weight of each dollar, 8 effect of the measure was that all creditors
were subjected to a corresponding loss, s the debts then dus “he-
ith si cent, less gold than was réquired to puI
them before”. But it had never been imagined that there wea
ing of private property without compensation or without due
process of ﬁnw The h ess of such legislatian, or the hardihip i
may cause, afforded no reason for considering it to be unconstitn-
tional, fd’.. pp. 651,552, © : :
The question of the validity of the Joint Resolution of June 8§,
1933, must be determined in the light of these settled principles, ;
Third. The power of the resy fo invalidate the provis
of existing contracts which inferfere with the exercise of ils constitutional
ity. The instant cases involve contracts between private
parties, but the question necessarily relates as well to the contracts
or obligations nf{htatea and municipalities, or of their political sub-
divisions, that is, to such e ments a8 are within the reach of
the applicable national power. The Government'’s own contracts—
the nEEgl.Emnn of the Upnitaad States—are in 4 distinct category and
tﬂl;ljl;:t;nd separate consideration. See Perry v. Unifed States, decided
Thalgcmuutiun is that the power of the Congress, broadly sustained
by the decisions we have cited in relation to private contracts for the
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payment of money generally, does not extend to the striking down n’
express contracts for gold payments. The acta before the Court in
the legal tender cases, ns we have seen, were not deemed to go so far,
Those ncts left in circulation twoe kinds of money, both lawful and
available, and contracts for mmhq d, one ﬂlﬂﬁhﬂdl;, were
not disturbed. The Court did not decide that the Congress did not
have the constitutional to invalidate axis contracts of that
sort, if they stood in the way of the execution of the poliey of the
Congress in relation to the currency. Mr. Justice Bradley, in his
m-':ur:ﬁ opinion, expresssd the view that the Congress 1:-:1 that
power had exercised it. Knor v. Lee, supra, pp. 566, 567. And
%pun that ground, he dissented from the opinion of the Court in
rebilecock v. Wilson, supra, p. 699, aa to the validity of contracts
for payment “in TR it 1s sigmificant that Mr. Justice Bradley,
rafu'r:igtﬂthl& ifference of opinion in the lagal tender cases, re-
marked (in his concurring opinion) that “of course™ the difference
arose ‘' from the different construction given to the legal tender acta”,
“I do not understand ", he said, ' the majority of the court to decide
that an act so drawn as to embrace, in terma, contracta payable in
, would not be constitutional. Such a decision would com-
Eatnlr nullify the power claimed for the government. For it would
tional words, to make all

very easy, by the use of one or two

contracts payable in specia’,
Here, tﬂa Congresa haa enacted sn express interdiction, The

argument against it does not rest upon the mere [act that the ]ﬁlﬂl&
Eﬂn n:ia cause hardship nl:'ﬂll:ua. = itors who hﬁ not stipulated

r gold payments may suffer equal hardship or with creditors
who have so aupulmd‘,' The former, sdmittedly, have no constitu-
tional grievance. And, while the lstter may not suffer more, the
point is pressed that their express stipulations for gold g.ymenus con-
stitute property, and that creditors who have not su
are wi -:-ytihnt:pmpmynght. And the contestants urge that the
Co is seeking not to regulate the currency, but to regulate con-
L beyond the power conferred,

This a.rght:mmt is in teath of another established principle.
Contracts, however express, cannot fetter the constitutional suthority
of the Contracta may create ts of property, but when
contracts deal with a subject matter which lies within the control of
the Congress, they have s mﬁmtﬁl infirmity. Parties cannot re-
move iilm transactions frﬂmhnua ﬁ:“h of dominant constitutional

wer by making contracts about them. See Hudson Waler (o, v.

cCarter, 200 U. 8. 349, 357,

This principle has familiar illustration in the exercise of the power

commerce, If nh]}l)}:n and carriers stipulate for specified

rates, although the rates may be lawful when the contracts are made,
if L ugh the Interstate Commarce Commission exercises
its suthority and prescribes different rates, the latter control and
override inconsistent stipulations in contracts previously made.
This is so, even if the contract be a charter granted by s State and
ntubulr a confract between municipalities and carriers.

New York v. United States, 257 U. 8. 501, 600, 601; United States v.

Ay, Tuwtlon ME(ler klso dissesited |5 Trekdloock r, W 13 Wall., pp. 800, 700, apon the greusd * thal
B seairace for fis ﬁ @ eeniraot fof dollars
&qﬁlﬂgﬂ, Wil |6 6o i : [ m

tracts, and thus has step

o gold, 113

stipulations » k.

on among the
whather it is state legislstion or privete contracia between individuals
or corporations, should be subject to the power of Congress in the
regulstion of that commerce”,

App that principle, the Court held that a contract, valid when
ml.dl:n 1871) for the giving of a free pass by an interstate carrier, in
consideration of a relense of & claim for , eould not be eoforosd
after the Co had passed the Act of June 20, 1906, 38 Stat.
584, L #tri &thﬂkﬂnibmdﬂﬁw.;ﬂy v. Mottley, 219 1. B,
467* Quoting the statement of the general principle in the
tender cases, the Court decided that the agreement must
ba as having been made subject to the bility that, st
some future time, tﬁ.%mw“ might so exert ite wm. constitutional
power in regulating interstate pommerce as to render that sgreement
unend ¢ or to impair its value'. The Court commdered it
ingonceivable that the exerciss of such power “‘may be Iu.mmud or
restricted to any extent by contracts previously made between
individuals or corporations”. ‘““The framers of the Constitution
never intended any such state of things to exist”. Id., p. 482,

' it hes been '‘suthoritati sottled " by decisons of
thuﬂmu'i.d;unn previous contracts or combinstions can prevent the
application of the Anti-Trust Acts to compel the discontinuance of

1 declared to be illegal. % ipe o
Undled States, supra; niled Staies v. "acific C'a?m,
260 U, 8. 214, 234, 235. See, also, Calhoun v. Massie, 253 U. 8. 170,
1768: Ommnsa Commersial Co. v. Lnifed Stotes, 261 U1, 5. 502, 500;
v. Binford, 287 U. 8. 251, 278.
principle s not limited to the incidental effect of the axercise
ht.:l'::t.lh? Canmwdii ite mm&itU£ﬂﬂ luthnntj}:h There is no con-
stitutional ground for denying Congress the power
to prohibit and invalidate contracts although previously made, and
valid when made, when interfers with the carrying out of the
ligy it is free to adopt. o exercise of this power s illustrated
E; I:ga provision of section 5 of the Emp]?gm' Laability Aot of 1908
(35 Stat. 65, 66) relating to sny contract the purpose of which wes to
enable & common carrier to exsnpt itself {rom the liablity which the
Act oreated. Buch astipulation the Aot a:mllmlljr d to be void.
In the Second Em re' Liakility Cases, 223 U. 8, 1, 62)the Court
decided that as the possessed I.Lalpuwur to impose the lia-
bility, it also possessed the power " to insure its efficacy by prohibiting

Iiﬁ?‘h York Cradval & Hodeon B K, Cu, v, Gy, 38 U, 8, 855 (olieus v, Afaasis, 388 17, B
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any eontract, rule,
rohibition the Court has held to be applicable |

ore the Aot was passed, . ua, Baltimore & Washington
R.R. Cb. v. Schubert, 224 U. 8, 603. 'In that case, the emploves,

ing under the Act, was & member of the “ Relief Fund” of tﬁnmu-
mﬂ mmpm¥ under & contract of membership, meade in 1005, for
tha purpose of securing certain benefits. The contract provided that
an seceptance of those benefits should operate ns o release of claims,
and th:::luf : 11‘,'"'5“:'1”],;.,&“ u::rﬂ_j:ﬁf; Tﬂ:hu to the ﬂ.;ﬂﬁm' The
Gﬂll.'l.'t- 2 I 210 | ph‘ﬁ& i "i'ﬂ.l.'tlmg'
rule and that the ddmnm not be sustained. 'I“hnp-nggr'nf the
Congress in ting interstate commeres was not fettered by the
necessity of maintaining axisting arrangementa and stipulations which
would conflint with the execution of ihnﬁdﬁ‘y' The reason is manj-
fest. To subordinate the exercise of aderal suthority to the
continuing operation of previous contracts would be to place to this
extent the regulation of interstate commerce in the 8 of private
individuals and to withdraw from the eontrol of the Congress so much
of the field as they might choose by * prophetie discernment " to bring
within the range of their agreements. Constitution recogunizes
no such limitation. Jd., pp. 613, 614. See, also, Unifed Stafes v.
Southern Pacific Company, supra; Sproles v. Binford, 286 U. B, 374,
ggg. gﬂﬁ;. Radi misgion v. Nelson Brothers Company, 289 U. 8.

The same ressoning applies to the constitutional suthority of the

Congress to regulate the currency and to establish the monstary
system of the country. If the gold clauses now before us interfere
with the policy of the Congress in the exarcise of that suthority, they
Fi : 1h‘}iih;u s the gold

ourth. effect elauses in suil in relation to the monelary
policy adopted by the ¢28, Despite the wide range of the discussion
at the bar and the eamestness with which the nts against the
validity of the Joint Resclution have been pm contentions
necessarily are brought, under the dominant principles to which we
have referred, to &  and narrow point, at point is whether
the gold clauses do constitute an actusl interference with the mone-
tary policy of the Congress in the light of its broad power to determine
that policy. Whether they may be deemed to be such an interference

depends upon an appraisement of sconomic conditions snd ﬁ:l

determinations of questions of fart. With aot to thoss eondi
and determinations, the Congress is enti to its own judgment.
We may inquire whether its action is arbitrary or capricious, that is,
whether it reasonable relation to a legitimate end. If it is an
appropriate means to such an end, the decisions of the Congress as
to the' of the necessity for the adoption of that means, is final.
MeCulloch v. Maryland, mpmaj:p. 421, 423; Juilliard v. Greenman,
supra, p. 450; Stafford v. Wallace, 2568 U, 8. 405, 521; Kverard's
Breweries v. Day, 265 U. 8, 545, 559, 562,

The Committes on Banking and Currency of the House of Rep-
sentatives stated in ita re recommending favorable action upon
the Joint Resolution (H. K. Rep. No. 169, 73d Cong., 1st sess.):

The occasion for the declarstion in the resolution that the gold clacses are
contrary Lo publio cy arises ook of
Theea gold ¢1|.u|aup:a]|ji ineffoctive 1&%“&“‘&%‘#&32 m,'

. the annual interest ¢

regulation or device in evasion of it"”. 'And this ‘ ‘

And the Joint Resolution iteelf recites the determination of the
Congress in thesa words: * :

Whereas the existing ey
:i-:"ﬂ].r dﬂfﬂtﬂunin!iﬂv::rﬁid of the mmr&. in £ in money

u or o an mmounn
of the United Biates mulmﬂ&r thereby tmn power of tha Congress to

te the value of the money of the United States, and are Inconsistent with
thudmhrdmmdmthn to maintain at all times the squal
of svery dollar, ed or [ssuwed rmum&mnmmmmm
paymant of debia.

Can we say that this determination is so destitute of basis that
the interdiction of the gold clauses must be deemed to be without
ﬁ rua?ubla relation to the monstary policy adopted by the

BRE

The Congress in the exercise of its diseretion was entitled to conaider
the volume of obligations with gold clauses, as that fact, as the report
of the House Committes observed, obviously had a ing upon the
question whether their existence constituted & substantial obstruction
to the congressional ‘Eollcy- The estimates submitted at the bar
mdicate that when the Joint Resolution was adopted there wers
outatan seventy-five billion dollars or more of such obligations,
on which probably amounted to betwean -
three and four billion dollars. It is apparent that if these promises
:rhm to h'l]dtﬂ;m huElly. as calling flohr p.;ntuhnj . ent in gold coin,

ay wou directly opposed to the policy of Congress, s they
would be calculated to increase the demand for gold, to encourage
hoarding, and to stimulate attempts 'at axportation of gold coin.
If there were no outstanding obligations‘with gold clauses, we supposs
that no one would question the powér of the Congress, in its control
of the monetary system, to endeavor to conserve the gold resources
of the Treasury, to insure its command of gold in order to tect
and increase its reserves, and to prohibit the exportation of uﬂomin
or its use for any p meonsistent with the needs of the Treas
Sen Ling Su Fan v. United States, supra, -~ And if the Co d
have that power in the absence of gold clauses, principles beyond
dispute eompel the conclusion that private parties, or States or
municipalities, by making such contracts could not prevent or
embarrass ite exercise. In that view of the import of the gold clanses,
their obstructive character is clear. e
. Bat, if the clauses are treated as “gold value” clauses, that is, &s
intended to sel up & measurs or stant of valoe ifg'nld' coin 18 not
aviilable, we think they are still hostile to the policy of the Congre
and bhence subject to prohibition, It is true that when the Joint

s Nsta L
B. Do, 81, Td=1—3
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Resolution was sdoptad on June 5, 1m,'ﬂhgﬂammuml 'y

been withdrawa from from cireulation and the Treasury had declared
g por is it available for payment, u
b the doilar had mot o not yot been e
n.]l:lhun was in and & vniform umn{mmuududl
Section 43 u.'[ .!..:L of 12, 1933 { 51), provided that
the President should have su mﬁ* cartain conditions, to fix the
weight of the gold dollar as snd that ita a8 80 fixed
should be ““the standard unit of value” with which
ghould be maintained “at a parity”. Thu weight of the
e uret e S
ot anuary 4, ’
the I;:;ndu::n;hn;ﬂd not ﬁ:tlhl waigh
than 0 resent weight.
Jmmrrpﬁ IBH. the waightr of the gold dollar at 15 5/21 grains
nine-tenths fine ainst the former atl.m:hrd of 25 B/10 greins
nine-tentha fine. Iflli& d clauses interfared with the congressionsl
policy and hence could ham'nhdntnd there appears to be no consti-
tutional objection to that sction b t.ha Congress in anticipation of
the determmation of the value of And the questions
now before us must bﬂduhrmmadm 'I.hﬁ.'lig'ht-nl that action.
The devaluation of the dollar placed the domestic economy upon

ublic utilities, their charges for sarvices.
Ehny must meet their ﬂhh!lhﬂ'ﬂ is determined by the new standard.
Yet, to the contentions before us, while that income is
thus contro by law, their indebtedness on their '‘gold hundl"
must be met by an amount of currency determined by the former
nt.l.ndml ‘I'hurruupt.umthumw.m uld be fixed on one
charges, and the principal of their ﬂhl;p.hm:l

*I.h-tthabnn&:mdh

ota in th ClrTEney. uires no scute pro-
o tnd.udma dislocation of the domestic

economy which causad by such & disparity of eonditions in
which, 1t.umud those debtors under gold o
rnqmrui to pay one dollar and sixty-nine cents in eurrency while
respectively receiving their taxes, rates, and pricea on the
basia of one dollar of thet currency.
Wammtmmndmhhmmqmm.mﬂumﬁlﬂm
mmu- however serious, may excuse an invasion of constitu-
t. We are co wﬂhthﬂmnlﬁt.uﬁmdpnwﬁf

'm&m-ﬁ“lrﬂlﬂl
T Sankbe O e
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the Congress warthnmmkqnmmu[thumm and its at-
tempted frustration. Exercising that pum, hll
undertaken to establish a uniform ecurrency, &t%'
kinds of currency, and to make that currency, d
legal tender for the payment of dabts, In t.ha light of ll:rum:hnt.
experience, the Congress was entitled to choose such a uniform
monetary system, and to reject s dual system, with respect to all
obli humm&nnthﬁrmgnul the exercise of its constitutional
suthority. The contention that these gold clauses are walid con-
tracts and cannot be struck down proceeds upon the sssumption
that private parties, and States and municipalities, may make and
enforce contracts wl:unh may limit that asuthority,
that untensble assumption, the facts must be faced. We think that
it ia clearly shown that 'lhm clauses interfere with the exertion
of the puwar ted to the and eertainly it is not estab-
lished that the Congress arbitrarily or capriciously decided that
such an interference existed.

The judgment and decree, severally under review, are affirmed.

No. 270. J !nw
Noa. 471 and 478, flirmed.
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i No. Eai.—-ﬂmnm Teaws, 1034,

¢l aavie Nate, } On’ costifisath from. the Cokst o
The United States, .
Mr. Chief Justice Huanes delivered the opinion of the Court,

The facts certified by the Court of Claims may be thus summarized:
Plaintiff brought suit as owner of gold certificates of the Treasury of
the United States of the nominal amount of $108,300, He all
that defendant, by these gold certificates and under the applicable
acts of Congress, had certified that there had been de 'telf:tpin the
Treasury-of the United States $106,300 in gald coin which would be
paid to the claimant, as holder, upon demand: that at the time of the
assue of these certificates, and to and including January 17, 1034, &
dollar in gold consisted of 25.8 grains of gold, .9 fine: that claimant
was enti to receive from defendant one ounce of gold for each
$20.67 of the gold certificates; that on January 17, 1934, he duly
presented the certificates and demsnded their redemption by the
E;{;nant of gold coin to the extent above mentioned: that on that

A

e, and for some time I;rmr and subsequent thereto, an ounce of
gold was of the value of at loaat $38.43, and that claimant was accord-
entitled to receive in redemption 5104.22 ounces of gold of the
ue of $170,634.07; that the demand was refused; that in view of
the penalties imposed under the order of the Seeretary of the Treasury,
ﬂm#d by the President, on Januvary 15, 1984, supplementing the
er of Decemnber 28, 1033, and the laws and regulations vnder which
those orders were issued, which the claimant alleged were unconsti-
tutional as constituting a deprivation of property without due process
of law, cluimant delivered the gold certificates to defendant under
protest and received in exchange currency of the United States in the
sum of $106,300 which was not redsemable in gold: and that in con-
sequence claimant was dam in the sum of $64,334.07, for which,
with interest, judgmant was demanded.

Defendant demurred to the petition upon the ground that it did
aot state & cause of action against the United States.

'The questions certified by the Court are as follows:

1, In an owner of gold certlfientes of the United Blates, Serios of 1028, not
holding & Federal loenss to soquire or bold gold colns or gold eortificates, who,
an January. 17, 1 hndmnduudhhmmummumﬂmmtﬁdm
Tropsury of tha U Btates under protest and had received therefor

currency of equivalent face amount, entitled to receive from the United

tendar
Btates & further sum insemuch as the weight of a gold dollar was 25,8 grains,
nin-imthhu,mdtham;ﬂmiuthnmd‘mem 17, 1084, was in excess

Baeries -ELI I.I.;:ldﬂl' the fl.-l!t;l. stated in question 1 :n

nitod tea In [t8 oorporate or proprictary ca
w ﬂiﬂﬂ!hm@hﬂdﬂhhﬂ;mtﬁmnlnﬁmmuﬂﬁﬂg
B. Do of the Emargency Banking Act of March @, 1088, and the
Order of the ury dated Dweamber 28, 1833, requiring the
stated In question 1 to deliver BAIE to
exchange for currency of an eguivalent

17
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gold, amount to a

B e L Packittion ot Uieod toaneat o 4 ‘Thuumlﬂmrﬂﬁu

Defendant's dumu:rur* which admitted the facts well pleaded in
the petition, did not admit allegations which amounted to conclu-
gions of law in relation to fhﬂdnlt:ﬁ ngltﬁtyl; gold ﬂmﬁdu the
1 effect of the ] tion under ware issu or to
I:;maamad v. Barnard, 21 Wall. 480, 437; Uinited States
v. Ames, 00 U, 8, 35, 45; Interstate Land Co. v. Hmuﬂ Land Co.,
130 U. 8. 560, 577, 578; Eguitable Life Assurance Sociely v. Brown,
213 U. 8. 25, 43,

Gold certificates were suthorized by section 5 of the Act of March

3, 1863 (12 Stat. 709, ?111. which provided that the Secretary of the

TeASUTY t receive ‘deposits of gold coin and bullion ™’ and issue
certificates therefor *'in denominations of not less than twenty dollars
each, corresponding with the demominations of the United States
notes”. The coin and bullion so deposited were to be retained in
the treasury for the payment of the certificates on demand. It wes
further provided that "certificates representing coin in the tressury
may be issued in payment of interest on the public debt, which cer-
tificates, together with those issued for coin and bullion deposited,
shall not at any time exceed twenty per centum beyond the amount
of coin and bullion in the treasu Sea R. 5., mmﬂlbﬂﬂ
428, Section 12 of t.ha Act of J 12 1332 {23 Stat. lﬂﬁ'.i contained
a further provision suthorizing ary of the Treasury " to
receive deposits of gold coin’ and t.u issue nartﬁr:-ntai therefor, also
in denominations of dollars as stated, The Act of March 14, '1900
(31 Stat. 45) prmnnhud that the dollar ""consisting of t.mt-j"v-ﬁﬂ
u:u:l mght-t-au umuf gold nine-tenths fine, . . . shall be the

tandard unit o and ell forms of money issued or coined by
ﬂ}n Unated E-tntﬂi be maintained at a parity of valus with thia

standard, sod it shall be the duty uithasmahﬁt the Treasury

to mnmtam such _mty "', Seetion 6 of that Act authorized the
Secretary of ury to receive deposita of mm and to lssue
gold mﬁum therefor, and provided that coin so deposited
should be held by the treasury for the payment of such certificates
on demand and uhnul-:'l be "used for no other purpose’. And the
latter clause in the amending Acta of l'vhmh 4, 1907 (34 Stat.
1289) and of March 2, 1911 (36 Stat. 965). See 31 U. 8. C. 420,

The Act of December 24, l.iliﬂ (41 Stat. 370) made gold certificates,
p.u.gnhla to bearer on demand, * tender in paymaent of all debts

dues, public and private”, And Section 2 of the Joint Resolution

of June 5, 1033 (48 Stat. 113) amending the Act of May 12, 1933 (48
Erutﬁi}l ided that "all coins and currencies of the United
States . . heretofore or hereafter coined or issued, shall be
legal tender for all debts, public and privats, public charges, taxes,
duties and dues',

Gold certificates under this lagislation were required to be issued in
denominations of dollars and called for the payment of dollare.

1 Tha form of the gold certificates bars i question b stated to be & fellows:

*This certifie that thare have bees depositsd In the Tresaury of

TN AR AR S5t

In .=

ﬁu-ﬂlfﬁﬂmﬂmwum:mmmn grablie aad pri-

En tha reverss mlds sppeas Lhe Jodlowing words:

“THE UNITED BRTATES OF .I.L!!!H.";IJ.
ONE THOUBAND DOLLARS",
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WETS CUrTency. were not lesa so because
mumber of doflars were payable m gedd eoin, of the

m"ﬂu United States. Bmigmu‘g’uﬂ constituting legal tender,
it is en ! il.;rldndmiﬂut.u tuumi ﬁhﬁuu
recepia, were not mtmut-u for s ﬂrﬁﬂl quantity o Ad
& comm They ealled for doHars, not bullion.

We may nynnnnamduthuqmmrhthuthnm&uf :3

of this deseription ereatad mmmmhui upon which the Uni
States has consented to be a under tha provisions of section 1456
of the Judictal Code, 28 11, 8, C. 250. I;‘!mnp-l.ra Horowite v. United
Staies, 267 U. 8. 458, 461" We may assnme that plaintiff's petition
pﬁ'nuta an alternative view. Plaintiff ur:u u the gist of his con-
tention that, by the Acts of Congress the orders ﬂ:mu.ndlr,
requi l.haduh'ru'yufhugn-l mruﬁﬂteututhaTrulaurjiﬁﬂn
change for currency not redeemable in gold, he has been deprived of
his property, and that be is entitlad to maintain this action to recover
the just ecompensation secured to him by the Fifth Amendment.
But, even in that view, the Court of Claims has no suthorty to entar-
tqu.n the action, if the elaim ia ltbﬂtmlnrnnrnml]dnm.gu Thn
Court of Claims ‘‘was not instituted to such & case".
[nited States, 7 Wall. 331, ssslumdﬁwﬂﬂ%? v. M
Stades, 270 U, 8, 280, 282, .H.n-mrdiniz we inquire whether the case
which the plamtiff pmamh is one which justify the recovery
of sctual damages,

By section 3 of the Emergency Blnldnﬁélct of March @, 1933
48 Stat. 2), amending section 11 of the Federal Resarve Act (30
tat. 752%, the Sacretary of the Treasury was authorized, whenever

in his judgment it was necessary "o protect the currency system of
the United States™, to require all persons '“to pay and deliver to the
treasurer of the Umhd States any or all gold evin, gold bullion, and
gold certificates™ owned ‘j" them. Upon such delivery, the Secre-
tary was to pay therefor “an equivalent amount of other form
of eoin or currency coined or Beusd undnrthakm { the United
Statea ', Ulldﬂ.l' t]mtr utntutﬂ arders req
aa ptherwise expres] &-ﬁd 'lrm thﬂ Eﬁﬂ'ﬁlﬂ'} on
Dmmhuri'.ﬂ 1933, u.ndJan-rmT 15, 1934. latter, gold coin,
gold bullion, 1d certificates wWare redqu t.ubadah‘ramd to the
h‘mmni 'the Lﬁﬁm States on or before January 17, 1934, It was
on that date that plaintiff made his demand for gold coin in redemp-
tion of his certificates and duhnm:l the certificates under protest.
That compulsor :Ialh-g insists, constituted the “taking of the

mmt" for which he ds compensation,

intiff explicitly etates his concurrence in the Gﬂwmmﬂnt'l
contention that the has complete lut-hmt»i regulate
the currency system of couniry. He does not deny that, ih
exercising t authority, the Congresa had power “to ap

unto the Government outatan ﬂﬂ:&l bullion, gold eoin gnl:l
cartificates.” Nor does he deny the Congress had suthority
Jﬂfﬂd‘ﬁm%ﬁ?ﬁdhmdhmthM“Mﬂ

“mk%nﬂahumdh--.mnunt B4 0. 8. 30, upoa w

ll“lmu
¥, Mk

mqtlnllbm
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“to compel all residents of this ¢ountry
mmtu.l]p:lald bullion, gold coins and gold certificates in their pos-
session”,  These powers could mot be successfully chall

Anox v, Lee, 12 Wall, 457; Ju V. 110 U. 8. 421;
Ling Su _Fan v. Umted States, 218 U. 8. 302; Norman v. Baltimore
&1.]1 w R. .&i Co., d?t:i&ad this day. hTDl:la question plaintiff presents
is thus simply one of *'just com tion,"’ {

The asserted basis of plaintifl’s, clsim, for sctus] dsmages is that,
by the terms of the gold certificates, he was entitled, on January
17, 1934, to receive gold coin. It is plain that he cannot claim any
better position than thet in which he would have been placed had
the gold coin then been paid to him, Baut, in that event, he would
bave besn required, under the applicable legislation and orders,
forthwith to deliver the gold coin to the Treasury. FPlaintiff does
not bring himself within any of the stated exceptions. He did not
allege in his petition that he held a federal license to hold gold coin,
and the first question submitted to us by the Court of Claims nega-
tives the assumption of such & license, Had plaintiff received gold
coin for his certificates, he would not have been able, in view of the
legislative inhibition, to export it or deal in it. Moreover, it is
sufficient in the instant case to point out that on January 17, 1934,
the dollar bad not been devalued. Or, as plaintiff puts it, “'at the
time of the presentation of the certificates by petitioner, the gold
content of the United States dollar had not been deflated” and the
provision of the Act of March 14, lﬂlﬂﬂmﬂg fixing that content
at 25.8 grains, nine-tenths fine, as the standard unit of money with
which “all forms of money issued or coined by the United States"
were to be maintained at & tpa.m:;v, was “‘still in effect”., The cur-
rency paid to the plaintiff for his gold certificates was then on a
parity with that standard of value. It cannot be ssid that, in re-
ceiving the currency on that basis, he sustained any actual losa.

To support his claim, plaintiffl says that on January 17, 1034, “an
QUNoS ul}]guld was of the value at least of §33.43". His petition so
alleged and he contends that the allegation was admitted by the de-
murrer, But the assertion of that value of gold in relation to gold
coin in this eountry, in view of the applicable Iigialntna requirements,
necessarily involved a conclusion ﬂw. Under those requirements,
there was not on January 17, 1934, a free market for gold in the
United States or any market available to the plaintiff for the
coin to which he claims to have been entitled, Plaintiff insiste that
gold had an intrinsic value and was bought and sold in the world
markets, But plaintiffl had no right to resort to such markets, By
reason of the quality of gold coin, “*as & legal tender and as & medium
of uehm;;, limitations attached to its ownership, and the Congress
could t its exportation and regulate its use. Ling Su Fan v.
I.Tam:]‘ Stales, supra.

The first question submitted by the Court of Claims is answered in
the negative, It is mma to answer the sscond question. And,
in the circumstances shown, the third question is academie and also

need not be answered.
Question No. 1 iz answered “No"'.

to deliver unto the l.'}'_nﬂm-‘ "

SUPREME COURT OF THE UNITED STATES

No. 532.—Ocroser Trrum, 1034

John M. Perry,
.
The United States

}O-nﬂarliﬂmtafmmthaﬂnuﬂnfﬂnim.

I ]
Mr, Chief Justice Huanzs delivered the opinion of the Court,

The certificate from the Court of Claims shows the following facta:
Plaintiff brought suit as the owner of an obligation of the United
Statea for 810,000, known as * Fourth Liberty Loan 44% Gold Bond
of 1933-1038 ", bond was issued pursuant to the Act of Sep-
tember 24, 1917 (40 Stat. 288), as amended, and Treas Depart-
ment circular No. 121 dated ﬁaphmbﬂr 28, 1018, The d pro-
vided: “The principal and interest hereof are payable in United
States gold coin of the present standard of value”,
. Plaintiff alleged in his petition that at the time the bond was
issued, and when he sequired it, a dollar I;anld consisted of 25.8
o ;;Erif ﬁléi; B E.dua"; thi t the bond was called fur‘lruiﬂ;:mpr.inn on
and, on May 24, 1034, was presentad payment;
that plaintiff &nmnndqd its redemption by the payment of 10,000
gold dollars each containing 25.8 grains of gold .9 fine”; that defend-
ant refused to comply with that demsnd, and that plaintiff then
demanded *258,000 grains of gold .0 fine, or gold of equivalent value
of any fineness, or 16,931.25 gold dollare each containing 15-5/21
of gold .9 fine, or 16,031.25 dollars in legal tender currency’;
that defendant refused to redeem the bond ‘‘except by the payment
of 10,000 dollars in legal tender currency'’; that these refusals were
based on the Joint Resolution of the Congress of June 6, 1933 (48
Stat. 113), but that this enactment was unconstitutional as it nﬁar-
ated to dagﬁvn_plunpﬂ of his pn:-pa:t«i without due process of law;
and that, by this sclion of defendant, he was dam “in the sum
of $16,831.25, the value of defendant's obligation", for which, with
interest, ﬁmhﬂ demanded judgment. By
Defendant demurred upon the ground that the petition did not
state o cause of action against the United States.
The Court of Claims has certified the following questions:

1. Is the claimant, being the holder and owrier of a Fourth Liberty Loan 43%
bond of the United &hmnl mfﬁndfu mmount of $10,000, baged In 1918,
which wans able on after rri.l. &, 1 aod whish bond eonbained &
elause that the principal s “payablo in United Btates gold coin of the proseat
standard of valoe™, entitled receive from the Unlted Btates an amount in
legal tendar on in excess of the face amount of the bondT

2. Is the United Siates, as o In n Fourth Liberty Loan 4X9% gold bond,
Series of 1083-1938, as stated In Question One liable to respond in in &
suit In the Court of Claims on such bond ar an express contraot, by resson of the

1
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in or im hility of ormance in scoordance with the ténor thereof,
e O ol Bublis Rasciution No. 10, 73rd Congrees, Abrogating the
gold clause in all obligations?

First. The import of the obligation. The bond in suit differs from
an obligation of private parties, or of States or municipalities, whose
contracts are n made in subjection to the dominant power
of the t".'-(:-n.gt‘r':ﬂl. Norman v. Baltimors & Ohio R. E. Co., decided this
day. The bond now befors us is an obligation of the United States.
The terms of the bond are explicit. They were not only expressed
in the bond itself, but they were definitely prescribed by the Congress.
The Act of September 24, 1917, both in its original and amend
form, authorized the moneys to be borrowed, and the bonds to ba
issued, “on the credit of the United States in order to meet expendi-
tures needed “‘for the national seourity and defense and other publio
purposes suthorized by law’. 40 Stat. 288, 503. The circular of
the Tressury Department of September 28, 1818, to which the bond
rofers *for a statement of the further rights of the holders of bonds
of said meries” also provided that the principal and interest “are
payvable in United States gold eoin of the present standard of valua”.

;'lli.ﬂ obligation must ba fairly construed. The '‘present standard
of valus” stood in contradistinction to a lower standard of value.
The promise obvioualy was intended to afford protection against loss.
That protection was sought to be secured b “:I?i"]:iu a standard or
measure of the Government’s obligation. 'We t the reason-
able import of the promise is that it was intended to assure one who
lent his money to the Government and took its bond that he would
not suffer loss through depraciation in the medium of pa t.

The Government states in ita brief that the total unmatured
intereat-bearing obligations of the United States outstanding on

May 31, 1933, (which it is understood ocontained s “gold clause
substantially the same as that of the bond in smt) amounted to
about twenty-one billions of dollars. From statements at the bar,
it appears that this amount has been reduced to approximately
twelve billions st the present time, and that during the intervening

riod the public debt of the Umted States has msen soms seven
E&E.Iim {making & total of approximately twenty-eight billions five
hundred millions) hﬁfﬂm iuunﬂlmmu;m billions five hundred
millions of dollars “of non-gold-clause obligations ™',

Second. mmmgmmm The question is
nacessarily gumtad whether the Joint Resolution of June 5, 1633

(48 Stat. 113) is a valid enactment so far as it applies to the obligations
of the United States. ‘Ilslm Mw-t;lﬁhﬁr g that provisions
uiring " payment in gold or & i I coin or currency
m “'against public poliey,” and provided that “every obligation,
heretofore or hereafter incurred, whether or not any such provision 18
contained therein', shall be discharged “upon payment, dollar for
dollar, in any coin or currency which &t the ﬁm&nfpljmmtilﬂil-l
tender for publie and private debts'. This enactment was expressly
extended to ohligations of the United States provisions for plg;
ment in gold, “contained in any law :uthmﬁnﬁ obligations to
issued by or under authority of the United Statss”, were repealad.’
' And mubdfvigion (b) of metlon 1 of the 3 of Juns &, 193, + " Ag aaed tn thls
remcdnhon, the bere ! * Erem N O dh.lqpmﬂ:ﬁ-]ulm
A A Y o L T A

¢
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There is no question as to the power of the Congress to regulate
the value of money, thltiu,tnuatlhﬁnhlmnnnlﬂqﬂﬂqlnﬂ
thus to determine the currency of the country. 8 question is
whether the mgress can use that power so as to invalidate the
terms of the tions which the Government has theretofore issusd
in the exercise of the power to borrow on the credit of the
United States. In sttempted justification of the Jeint Resolution
in ralation to the outstanding bonds of the United States, the Gow-
Tard Dgn,gru:ﬁt'hu‘ﬁ:l fhis mmt M reglﬂ:h.

axercising ita constituti powars to ta
the value of muuw“ money, or rg]nta foreign and interstata
commerce’*; and this premise, ths (tovernment seems to deduce
the proposition that when, with uate suthority, the Government
borrows money and p the t of the United States, it is free
to ignore that alter the terms of its o tions in case &
latﬂrﬂnpgrm | nent incon vendent. a Government's
contention thus raises a question of far greater importance than the
particular claim of the plaintiff. On that ressoning, if the terma of
the Government's bond as to the standard of payment can ba repudi-
ated, it inevitably follows that the obligation as to the amount to be
paid may also be diated. The contention necessarily imports
that the can d the obligations of the Government
at its discretion and that, w the Government borrows money, the
credit of the United States is an illusory = ;

We do not so read the Constitution. There is a clear distinotion
betwean the power of the Co to control or interdict the contracts
kit on ety s A ewas o ths bt o aleS i sepaines
tuta au ity & powWar 8 to altar or 1
the substance of its own agements when it has borrowed money
under ths authority which Constitution confers. In authorizing
the Congrese to borrow money, the Constitution empowers the Con-

to fix the amount to be borrowed and the terms of yment,
ﬁyﬁﬂuuni't.hﬂpﬂ-wurtﬂhnrmwm “‘on the cradil of the United
States”, the Congress is authorized to ple that credit as an assur-
ance of payment as stipulated —aa the highest assurance the Govern-
ment can give, its plighted faith. To say that the Congress may
withdraw or ignore that pledge is to assume that the Constitution
contemplates & vain promise, nufiﬂdgm having no other sanction than
the pleasure and convenience of the pledgor. This Court has given
no sanction to such & conception of the obligations of our Govern-

ment.

The binding quality of the obligations of the Government was
considered in the Sinking-Fund cases, 09 U. 8. 700, 718, 719. The
question before the Court in those cases was whether certain action
mmmhﬂbynmﬁnnmthuﬂn%dﬂmng!&tw
amend the charter of a railroad com : the
action wes sustained under this right n!l amendment, the Court took
occasion to state emphatically the obligatory character of the econ-
tracta of the United States. The Court said: *The United States
are as much bound by their contracts as are individuals. If they
repudiate their obligations, it is as much repudistion, with all the
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wrong and reproach that term implies, as it would be if the repudistor ’

had been a State or & municipality or a citizen''.®

When the United States, with constitutional authority, makes
contracts, it has righta and incurs responsibilities similar to those of
individuals who are parties to such instruments. There is no differ-
ence, said the Court in Unifed Stales v. Bank of 0, 15 Pet.
377, 302, except that the United States cannot be sued without its
consent. See, also, The Floyd 7 Wall, 666, 675; Cooke v.
United States, 91 U. 5. 389, 308. In Lynch v. Uniled States, 202
U. 8. 571, 580, with res to an attempted abrogation by the Aot
of March 20, 1933 (48 Stat, 8, 11) of certain outstanding war risk
Insuranes pﬂiiuiaa, which were contracts of the United States, the
Court quotad with ﬁmﬂl the statement in the Sinking-Fund cases,
supra, and said: ' Punctilious fulfillment of contractual obligations
is essential to the maintenance of the credit of public as well as
private debtors. No doubt there was in March, 1833, great need of
sconomy. In the administration of all government business economy
had become urgent because of lessened revenues and the heavy
obligations to be issued in the hope of relieving widespread distress.
Congress was free to reduce gratuitiees deemed excessive. Bui
Congress was without power to reduce expenditurea by abrogating
contractual obligations of the United States. To abrogate contracts,
in the attempt to lesssn government diture, would be not the
practice of aconomy, but an act of repudiation .

The argument in favor of the Joint Hesolution, as applied to
government bonds, is in substanee that the Government cannot by
contract restrict the exereize of m sovereign power. But the right
to make binding obligations is & competence attaching to sovereignty.?
In the United States, soversignty resides in the people who act through
the organs established by the Constitution. Chasholm v. Georgia, 2
Drall. 410, 471; Penhallow v. Doane’s Administrators, 3 Dall. 54, 93:
MeCulloch v. Maryland, 4 Wheat. 316, 404, 405; Yick Wo v. Hopkina,
118 [ 8. 356, 370. The Congress as the instrumentality of sover-
mgnt-ljr 18 endowed with certain powers to be exeriad on behalf of the

ople in the manner and with the effect the Constitution ordains.

he Congress eannot invoke the sovereign power of the people to-
override their will as thus declared. The ora conferred upon the
Congress are harmonious. The Constitution gives to the
the power to borrow money on the credit of the Uni an
unqualified power, a power vital to the Government,—upon which
in an extremity its very life may depend. The binding quality of the
promise of the United States is of the essence of the cradit which is
g0 pledged. Having this power to suthorize the issue of definite

" Mir. Jstlos Strong, whe had writien the of ik mnjociiy of the Coury
; 19w .uﬂ.dhnndhth;ﬂ% ugu.u.pnl.m
L)

Fraed
of Lha Comgress wea mol mooalstent with (hmernment's
+ And with i tha mnstity of thae
4 1= hils ocansmaniest
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obligations for the payment of money borrowed, the Co has
m;utjﬁm veated witgzuthmit}r to alter or destroy those o tiona.
The {act that the United States may not be sued without its consent
is & matter of procedure which does not affect the legal and binding
character of its contracts. While the Congress is under no duty to
provide remedies through the courts, the contractusl obligation still
exists and, du];::n infirmities of procedure, remaina binding upon the
;ggmnm of the sovereign. Lynch v. Uniled States, supra, pp. 580,

The Fourteenth Amendment, in its fourth section, licitly
declares: “The wvalidity of the public debt of the Eﬂhﬂum.
suthorized by law, . . . not be questioned". While this
provision was qnd'nubhdlf mw desire to put beyond

uestion the obligations of the t issued during the Civil

ar, its language indicates a broader connotation. We regard it
as confirmatory of a fundamental principle which applies as well
to the government bonds in gquestion, and to others duly authorized
l':gthaﬂu , 88 to those issued before the Amendment was

opted. Nor can we perceive any reason for not considering the
expression ‘the validity of the public debt” as embracing what-
aevar concerns the mugnt of the public obligations.

We conclude that the Joint Resolution of June 5, 1933, in so far
as it attempted to override the obligation created by the bond in
suit, went h;ﬁwd the con wonal power.

Third, ion of damages. In this view of the binding
quality of the

2 Government's obligations, we come to the question
a3 to the plaintiff's right to recover damagea, That is a distinct
question. | use the Government is not st liberty to alter or
repudiate its obligations, it does not follow that the claim ad-
vanced by the plaintiff should be sustained. The action i for
breach of contract. As a rem for breach, plaintiff can recover
no more than the loss he has suffered and of which he may right-
fully complain. He is not entitled to be enriched. Plaintiff seaks
{L;d.gment. for $16,931.25, in present legal tender currency, on his

nd for $10,000. The question is whether he has shown :
to that extent, or any actual damage, as the Court of Claims has
no suthority to entertain an section for nominsl d,u.mﬁgeq, Frant
v. United States, 7 Wall. 331, 338; Marion & Bye Railway . v.
LE':E& Siades, 270 U. 8. 280, 282: Noriz v. United Stafes, decided
this day.

Plaintiff computes his claim for $16,051.25 by taking the weight
of the gold dollar as fixed by the President’s proclamation of Jan-
uary 31, 1934, under the Act of May 12, 1933 (48 Stat. 52, 53), as
amended by ti'ua- Act of January 30, 1934 (48 Stat. 342), that is, at
15-5/21 nine-tenthe fine, as compared with the weight fixed by
the Act of March 14, 1000 (31 Stat. 45), or 25.8 grains nine-tenths
fine. But the change in the weight of the gold dollar did not neces-
sarily cause loss to the plaintiff of the amount claimed. The ques-
tion of actual loss cannot fairly be determined without considering
the economic situation at the time the Government offered to pay
him the §10,000, the face of his bond, in | tender currency. [
case is mot the same as if gold coin had remmined in circulation.
That was the situation at the time of the decisions under the lagal
tender acts of 1862 and 1883. Bronsen v. Rodes, 7 Wall. 228, 251;




26 GOLD CULAUBES IN OBLIOATIONS

Trebileock v, Wilson, 12 Wall. 687, 695; Thompson v. Buller, 85 ’

U‘ﬁ'&u&“’uﬂfﬁ:&n' the weight of the gold dollar in 1934, gold
re in w Ar in E
i Hhong it o had sue

thorized the prohibition of the exportation of gold coin and the plac-
ﬁ;drﬁﬂﬁmu n transactions io foreign exchange, Acts of

arch 9, 1933, 48 Gtat. 1; Jlﬂuﬂj 30, 1834, 48 Stat. 337. Buch
dealings could be had only for limited and under license,
Executive Orders of April 20, 1033, A t 28, 1933, and January
15, 1034; Hegulations of the Secretary of the ‘fruﬂu!:r January 30
and 31, 1934. That sction the Co waa entitled to take by
virtue of its authority to deal with g-ulﬁ coin as & madiom of axchangs.
And the restraint thus im upon holders of gold coin was inci-
dent to the limitations which inhered in their ownership of that coin
and gave them no right of action. Ling Su Fan v. Uniled Stales,
218 U. 5. 302, 310, 311, The Court said in that casa:

ownaraiip thoes Healtations waich DUbLle DAY HY TeqUTe bY Tessn U8 Soett
one whic s, TRAROT
lﬂiirunlag:.lt-mdul.udulrnnﬂiumnl’ . Thulrl.'lmit-ﬂmm
e to the fact that publis law givea to such mdm‘r: & valua which does oot
attach as a mere consoquonce of intrinefe value, Thelr guality as s legal tender
is an attribute of law aside from thelr bullion valus. T[Lar bear, therafore, tha

impress of soversign power which fizes walue snd suthorizes thelr use and
u.gbnafn- s+ +  However unwise & law may aimed at the on of
auch colns, in the fece of the axioms obatru the frea Sow of commoroe,
thore ean be no seriops doubt that power to coln mopey [nelodes the power
to prevent {ts owtllow from the sountry of Its origln.

The same r ing is applicable to the imposition of restraints
upon transactions in ?ﬂﬁign exchange. We cannot ssy, in view of the
oondibions that existed, that the Congress having this power axercised
it arbitrarily or eapriciously. And the holder of an obligation, or
bond, of the United States, payable in gold coin of the former stand-
ard, so far as the restraint upon the nght to export gold coin or to
Whmmﬂmfnrﬂqgnuqhnppm , Was in no
better case than the holder of gold ecoin itself.

In considering what 3, if any, the plaintiff has sustained by
the alleged breach of his bond, it is hence inadmissible to assume that
]fm mﬂﬂfm obtain coin If“ rmu.mﬂ to foreign markets or
or in foralgn axch or for ¢ uErlpwas contrary to the
control over gold ecoin which the Congress E the power to exert,
and had exerted, in its monetary regulation. Plaintiff’s d_mg
could not be assessed without regard to the internal economy of the
mt;ﬁy al the time the alleged breach occurred. The discontinuance
of enta and the establishment of legal tender on
& unit of value with which “all forms of monay" of the

B
United States were to be “maintained at a parity”’, had a controlling
influence upon the domestic economy. It::ru Fa.d;imt.ad to the new
besis. A free domestic market for gold was non-existent,

Pleintiff demands the “equivalent” in eurrency of the gold ocoin
promised. But “equivalent" cannot mean more than the amount

of which the promised gold coin would be worth to the
bundhulL for the purpuses for which it could legally be used.
*In iia Bapart of May 7, i was slated by tha Beomte Comomiites oo Backing kod HE & |
B R A e s R R M ST
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That equivalence or worth could not properly be ascertained save
in the light of the domestic and restricted market which the

had lawfully established. In the domestic transsctions to whi
the plaintiff was limited, in the absence of special license, determina-
tion of the value of the coin would necessarily have regard to
ita use as legal tender and as 8 medium of exchange under a single
monetary system with an established parity of all currency and coins.
And in view of the control of export and foreign exchange, and the
restricted domestic use, the question of value, in relation to trans-
actions legally available to the plaintiff, would require a consideration
of the purchasing power of the ollars which the plaintiff has received.
Plaintiff hes not shown, or attempted to show, that in relation to
buying power he has sustained any loss whatever. OUn the contrary,
in view of the adjustment of the internal economy to the sing
measure of value as established by the legslation of the Ca y
and the universal availability and use throughout the country of the
legal tender currency in mee all engagements, the payment to
the plaintifif of the amount which he demands would appear to con-
stitute not & recoupment of loss in any proper sense but an unjustified
enrichment.

Plaintiff seeks to make his case solaly u the th that by
reason of the change in the weight of the dollar he is entitled to one
dollar and sixty-nine cents in the present eurrency for every dollar
promised by the bond, regardless of any actual loss he has suffered
with respect to any transaction in which his dollars may be used.
We think that position is untenable,

In the view that the facts alleged by the petition fail to show a
cause of action for actual dam , the first question submitted by
the Court of Claims is answered in the negative. It is not neces-
sary to answer the second question.

Question No. 1 i1 enswered " No".




SUPREME COURT OF THE UNITED STATES

No, 532, —0croner TIIII.II!, 1034,

s,
The United States. Claims.

[February 18, 1935.]
Mr. Justice SToNE.

I agree that the answer to the first question is *“No,” but T think
our opinion should be confined to answering that question and that
it should essay an answer to no other.

o not doubt that the gold clause in the Government bonds, like

in the private contracts just considered, calls for the ent
of value in money, measured by a stated number of gold dollars of
the standard in the clause, Feindl v. Socidlé Inéercommunale
Belge d'Eleciricitd, [1034] A. C. 161, 170-173; Serbian and Brazilian
Bond Cases, P. C. 1. J., series A, Nos. 20-21, pp. 32-34, 108-119. In
the absence of any further exertion of governmental power, that
obligation plainly could not be satisfied by payment of the same num-
}:mr of dollars, either specie or paper, measured by & gold dollur of
cager weight, -
I do not inderstand the Government to contend that it is any the

John M. Perry, } On Certificate from the Court of

loss bound by the obligation than a E:riuh individeal would be, or

that it is free to disregard it exceptin the exercise of the constitutional
power "“to coin money” snd “regulate the value thereof.” In mny
there is before us no question of default spart from the regulation
WS e Gusamements refussl 1o make the etipul ted psyment
arnment to make the B an
taken in the exercise of that power, this does not disguise
its action is to that extent a repudistion of its under-
ing. much s I ore this refusal to fulfill the solemn promise
f bonds of the United States, I cannot escape the conchusion, an-
for %nht in thtg gituation now pmﬁtad, tbt:

ant, throu exercise of i1ls soveraign power to :
the value of money, has rendered itself immune from lisbility for ita
sction. To that extent it has relieved itsell of the obligation of ita
domestic bonds, precisely as it has relieved the ob n[;ri?lu
bonds in No. 270, Norman v. Baltimore d¢ (hio B. E. decided this

day.
{nﬂfn ture of the case it is , and I think undesirable
urt to undertake to say that obligation of the gulJ
i ter than in the bonds of private
tion not described, and in some

4. Do J1, Té=-1——1=~3 b
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manner and in some measure undefined, it has imposed restrictiond
upon the future exercise of the power to regulate the currency. I am
not uaded that we should needlessly intimata any opinion which
implies that the obligation may so operate, for example, as to in

a serious obstacle to the adoption of measures for stabilization of the
dollar, should Co think it wise to sccomplish that purpose by
resumption of gold payments, in dollars of the ‘Ermant. or any other
gold content less than that specified in the gold clause, and by the
re-pstablishment of a free market for goid and its free exportation,

There is no occasion now to resolve doubts, which [ entertain, with
respect to these questions. At present they are scademic. Con-
cadgi!qu they ma qbﬂ- transferred wholly to the realm of speculation
by the exercise of the undoubted power of the Government to with-
draw the privilege of suit upon its gold clause obligations. We have
just held that the Court of Claims was without power to entertain
the suit in No. 531, Norlz v. Uniled Stales, because, regardlese of the
nature of the obligation of the gold certificates, there was no damags.
Here it is declared that there is no dumage because Congress, by the
exercise of itsuﬁnwar to regulate the currency, has made 1t imposmble
for the plaintiff to enjoy the benefits of payments promisad by
the Government. It would seem that would suffice to dispose
of the present case, without attempting to prejudge the rights of other
bondholders and of the Government under other conditions which
may never occur. It will not benefit this plamtiff, to whom we deny
any remedy, to be assured that he has an mviolable right to perform-
ance of the gold clause.

Moreover, if the gold clause be viewed as s gold value contract,
as it is in Norman v. Baltimore & Ohio B. R. Co. rupra, it ia to be
noted that the Government has not prohibated the use by the
bondholder of th;ﬂupar money equivalent of the gold elause obli
tion; it 18 the prohibition, by the Joint Resolution of Congress, of
payment of the increased number of depreciated dollars uired to
make up the full equivalent, which alone bars recovery. In that case
it wwlg seem to be implicit in our decision that the prohibition, st
least in the t situation, is itself & constitutional exercise of the
power to regulate the value of money. 29

I therefore do not join in so much of the opinion as may be taken
to suggest that the exercise of the sovereign power to borrow money
on it, which does not override the sov immunity from suit,
may nevertheless preclude or impedes the axercise of another sovereign
power, to regulate the value of money; or to suggest that although
there 18 and can be no present cause of action upon the repudiated
gold clause, its obligation is nevertheless, in some manner and to some
extent, not stated, superior to the power to regulate the currency
which wa now hold to be superior to the obligation of the bonds.
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Mr, Justice Vax Devanter, Mr. Justice Surezrtanp, Mr. Justice
Burrer and I conclude that, if given effect, the enanctments here
challenged will b about confiscation of propert te and re-
pudiation of national obligations. Acquiescence in the ns just
announced is impossible; the circumstances demand statement of our
views. ‘‘To let on slide down the easy slope offered by the
course of events and to dull one’s mind sgainst the extent of the

. . . that ia precisely to [ail in one's obligation of
.

ust men regard repudiation and spoliation of citizens by their
sovereign with abhorrence; but we are asked to affirm that the Con-
[ 81
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stitution has granted power to accomplish both. No dntililzil;‘uldalagll'

tion of such & power exista; we cannot believ

framers, who labored with hope of establishing justice and securing
the blessings of liberty, intended that the expected government
should have authority to annihilate itsa own obligations and destroy
the very rights which they were endesvoring to protect. Not only
is there no ission for such actions; they are inhibited. And no
plenitude of words can conform them to our charter.

The Federal government is one of delogated and limited powers
which derive from the Constitution. *'It can exercise only the powers
granted to it”. Powers claimed must be denied unless granted; and,
as with other writings, the whole of the Conatitution is for considers-

tion when one seeks to ascertain the meaning of any part.

Tiy the so-called gold elause—promise to pay in “United States
gold coin of the present standard of value”, or “of or equal to the
present standard of weight and ﬁﬂaneg.u"—fruund in very many pn-
vate and public obligations, the ereditor agrees to accept and the
debtor undertakes to return the thing loaned or its equivalent.
Thereby aauhmse-cu{has protection, one sgainst decresse in value of
the currency, the other againsl an increase. itig:

The clavss & nok na:!' or obscure or discolored by any sinister

rpose. For more than 100 years our citizens have amployed a
Ha ment. During the War between the States, its equivalent

payable in coin” sided in surmounting financial dliﬁrmﬂt:tug, From
the housetop men proclaimed its merits while bonds for billions were
sold to support the World War, The Treaty of Versailles reougj;
nized it as appropriate and just. Impean_m the obligations whie
bave rend poasible our great ertakings—public-works, rail-
roads, buildings.

Under the interpretation accepted here for many years, this clause

expresses a definite enforceable contract. 3
use the United States have spproved it. Over and over again they
have enjoyed the added value which it gave to their obligations. So
Inte as ﬂdl‘j" 2, 1938 they issued to the public more than Iqm,ﬂﬂﬂ&ﬂﬂﬂ
of their notes, each of which carried a solemn promise to payin standard
Id coin. (Before that day this coin had in fact been withdrawn
rom circulation, but statutory mesasure of value remained the gold
dollar of 25.8 grains.
The Permanent Court of International Justice interpreted the
clause as this Court had done and upheld it. Cases of Serbian and
Brazilian Loane, Publications P. C, 1. J., Series A, Nos. 20-21 (1828).
It was there dwjnmd: “The gold clause merely prevents the borrower
from availing itself of a bility of discharge of the debt in depre-
cinted currency”, and ‘‘The treatment of the gold clause as indicatin
s mare modality of payment, without reference to a gold stand
of value, would be, not to construe but to destroy it".
In Feist v. Societs Intercommunals Belge o’ Eleciricite, (1034), A. C.
161, the House of Lords expressed like views. "
Gregory v. Morris, (1878) 06 U, S. 610, 624, 625—last of similar
causes—construed and sanctioned this stipulation. In behalf of all
Chief Justice Waite there said:

Both by statute and long
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The obligation seoured by the mortgage or lien under which Morris held was
for tha mtﬁfﬁld goin, or, as was gaid In Bronsen v, Rodes, 7 Wall, (1
229, “an agreemant to deliver & certaln weight of siandard gold, to be ascertal
by & eount of colns, each of which is certified to contain & definite proportion of
that weight "' and s not distinguishable **fromm & contraot to deliver an squal welght
of bullion of equsl fineness,” . . . We think H{ clear, that, under suc
ciroumstances, it was within the power of the Court, so far s G ry WRE 00n-
Hmﬂi{fﬁdh hﬂLtﬂhf nu:;ﬂhut an uﬁtilm the dali*runri of »0 much r?f::ﬂlmu: and,

B WA n a judgment which might be argod in
rency; to have his ﬂlgimn mated socording to thigun'unny value of hull‘l:':f

Earlier cases—Bronson v. Rodes, 7 Wall, 220; Butler v. Horwils,
7 Wall. 258; Dewing v. Sears, 11 Wall. 379; Trebilcock v. Wilsen, 12
Wall, 687; Thompson v. Butler, 95 U. S. 804—while important,
need not be dissected. Gregory v. Morris is in harmony with them
and lﬁhﬂ-ulu mlpu]n there definitely and finally stated the doctrine which
we should apply.

It is true to say that the gold clauses “were intended to afford
a definite standard or measure of value, and thus to protect against
8 depreciation of the cwrency and ageinst the discharge of the
obligation hg' payment of less than that preseribed”. Further-
more, they furnish means for somputing the sum E::,-nbln in cur-
rency if gold should become unobtainable. The borrower agrees
to repay in gold coin containing 25.8 grains to the dollar; and if this
cannot be sec the promise 18 to discharge the nh:]'mnt.inn by
paying for each dollar loaned the currency value of that number of
grains. Thus, the purpose of the parties will be carried out. Irre-
spective of any change in currency the thing loaned or an equivalent
will be returned—nothing more nothing less. The present currency
consists of l:lmmlnqu to pui dollars of 15%; grains; the Govermment
procures gold bullion on that basis. The caleulation to determine
the damages for failure to pay in gold would not be difficult. Gregory
v. Morris points the way.

_ Under appropriate statutes the United States for many years
issued gold certificates, in the following form:

Thia cortifiea that thore have been deposited in the Treasury of The United
Btates of America Ope Thousand Dollars in gold coln pavable to the bearer on

demand. This eertifteate iz & legal tender n the amount thereo! in payment of
all debia and duea public and privaie.

The certificates here involved—series 1928—were issued under
Sec. 6, Act Mar. 14, 1900, 31 Stat. 47, as amended. Sea U. §. C. A.
Title 31, Sec. 429}

In view of the statutory direction that gold coin for which eer-
tificates are issued shall be held for their payment on demand “and
useéd for no other purpcse”, it seems idle to e (8 counsal for
the United States did) that other use is permissible under the ancient
Act of March 3, 1863, t

By warious orders of the President and the Treasury from April
5 to Deeamber 28, 1933, persons holding gold certificates were required
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to deliver them, and accept “sn equivalent amount of any form oAY

eoin or currency coined or issued under the laws of the United States
designated by the Secretary of the Treasury". Heavy penalties
were provided for failure to comply.
That the holder of one of these certificates was owner of an express
romise by the United States to deliver gold coin of the weight and
established by statute when the certificate issued, or if such
demand was not honored to pay the holder the value in the currency
thmin:m&,mmsc]mmugh This was the obvious design of the
contraoct.

The Aot of March 14, 1900, 31 Stat., c. 41, 45, 47, as amended, in
affect until January 31, 1084, provided: “That the dollar consisti
of 25.8 grains of gold nine-tenths fine, . . . shall be the stand
unit of value, and all forms of monay issued or coined by the United
States shall ba maintained at & parity of value with this stendard,”
and also ' The Secre of the is authorized and directed to
receive deposits of gold coin with the urer . . . in sums of
not less than twenty dollars, and to issue gold certificates therefor in
denominations of not less than ten dollars, and the coin so deposited
ghall be retained in the 'I'rnu;? and held for the payment of such
cartificates on demand and used for no other purposa®. Sea 1. 8
C. A. Title 31, Section 34, 429. \

The Act of ’Fahrum-j 4, 1910, 36 Stat. c. 25, p. 192, directed "that
any bonds and certificates of indebtedness of the United States here-
after iseued shall be payable, principal and interest, in United States
gold coin of the present standard of value.”

By Executive Orders, April 5, and Apnl 20, 1933, the President
undertook to require owners of gold coin, gold bullion, and gold car-
tificates, to deliver them on or 'g:fu:-m May 1t to a Federal e
Bank, and to prohibit the exportation ﬂnfy d coin, gold bullion or
gold certificatea. As a consequence the United States ware off the
gold atandard and their paper money began & rapid decline in the
markets of the world. Gold eoin, gold certificates and gold bullion
wera no longer obtainable. “Gold 15 not now paid nor is it available
for payment upon public or private debts' was declared in Treasury
statement of May 27, 1933; and this is still true. All gold coins have
bean melted into bars.

The Agricultural Adjustment Act of May 12, 1933, 48 Stat., o. 25,
pp- 31, 52, 53—entitled "“An pet to relieve the existing national eco-
nomio emergency by increasing agricultural purchasing power, to
raise revenue for extraordinary expenses (incurred by reason of such
smergency, to provide emergency relief with respect to agricultursl
indebtedness, to ?rovidu for the orderly liquidation of joint-stock
land banks, and for other purposes” by Section 43 provides that
“*Such notes [United Statea notes] and all other coins and eurrencies
heretofore or hereafter coined or issued by or under the authority
of the United States shall be | tender for all debts public and
private”. Also, that the President by proclamation may “fix the
weight of the %?1!1 dollar . , . as he finds necessary from his inves-
tigation to stabilize domestic prices or to protect the foreign com-
meres against the sdverse effect of depreciated foreign currencies".
And further, “such gold dollar, the weight of which s so fixed, shall

" coined by the United States shall be maintained &
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be the standard unit of valus, and all forms n:l’mom{‘um

t & pari i i
standard and it shall be the duty of the Secretary m“m
to mamtain such parity, but in no event shall the weight of the
dull:rh?_ﬁxﬁd 80 & to reduce its present weight by more than 50 per
centum ",

The Gold Reserve Act of January 30, 1834, 48 Stat., c. 6, p. 337,
342, undertook to ratify preceding Presidential orders and ]gmﬁll-
mations requiring surrender of gold but prohibited him from estab-
lishing the weight of the gold dollar “at more than 60 per cemtum
of its present weight”. By proclamation, January 31, 1934, he
directed that thereafter the standard should contain 15 5/21 grains
of gold, nine tenths fine. (The weight had been 25.8 grains since
1837.) No such dollar hes been ecoined at any time.

On June 5, 1933, Congress passed a " Joint Resolution to sssure
uniform value to the coins and currencies of the United States”.
48 Siat. ¢. 48, p. 112, This recited that holding and dealing in
?d affects the public interest and are therefore subject to regulation;

at the provisions of obligations which purport to give the obliges
the right to require payment in gold coin or in any amount of Money
of the United States measured thershy obstruct the power of Con-

gress to regulate the value of money and are inconsistent with the
E-uhn:r to maintain the aqual value of every dollar coined or issusd,
t then declared that every provision in any

} . t X obligation purporti
to give the obliges s nﬁht to require qn}'munt- in gold is againat public
policy and directed that “‘every obligation, heretofore or hereafter
meurred, whether or not any such provision is contsined therein or
made with respect thereto, nﬁall be discharged upon payment, dollar
for dollar, in sny coin or currency which st the time of payment is
legal tender for public and private debis",

Four eauses are here for decision. Two of them arise out of cor-
orate obligations containing gold elauses—railroad bonds. One is
ased on a United States Fourth Liberty Loan bond of 1918, called

for payment April 15, 1934, containing a promise to pay “in United
States gold coin of the present standard of value' with interest in
like gold coin. Another involves gold certificates, series 1928, amount-
ing to 8108,300,

As to the corporste bonds the defense is that the gold clause was
destroyed by the Resolution of June 5, 1933; and this view is sus-
tained by the mudcrrlty of the Court.

It is insisted that the agreement, in the Liberty Bond, to pay in
go'd also was destroyed by the Act of June 5, 1833, This view is
rejected by the majority; but they seem to conclude that because of
the action of Congress in declaring the holding of gold unlawful, no
apprcelmu_hla damage resulted when payment therein or the equivalent
was denied.

Concerning the gold certificates it is ruled that if upon presenta-
tion for redemption gold coin had been paid to the holder, as promised,
he would have been required to return this to the Treasury. Ha
eoitld not have exported it or dealt with it. Consequently he sustained
no sotual damage.
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There is no

roper ‘' Monetary Policy” as i deem necessary in order to
gmvida for national obligations and ish an adequate medium of
exchange for public use. The plan under review in the Legal Tender
Cases was declared within the limits of the Constitution but not
without a strong dissent. The conclusions there announced are not
now questioned; and any abstract discussion of Congressional powaer
over money would only tend to befog the real issue.

The fum{tmmtnl roblam now presented is whether recent statutes
passed h{ Congress In respect of money and eredits, were designed to
attain a legitimate end. Or whether, under the of pursuing a
mnnm:? policy, Congress really has inaugurated a plan ‘!mmmls
designed to destroy private obligations, repudiate national debts an
drive into the Tressury all gold within the country in exchange for
inconvertible promises to pay, of much less value.

Considering all the circumstances, we must conclude they show that
the plan dr.::ﬁﬂsad is of the latter description and its enforcement

d deprive the parties before us of their rights under the Constitu-
tion. Consequently the Court should do what it can to afford
pdequate reliaf,

What has been already said will suffice to indicate the nature of
these causes and something of our general views Mﬂmni::hg the intri-
cate problems presented. A detailed consideration of them would
require much time and elaboration ; would Eﬁnﬂ{ extend this opinion.
Considering also the importance of the result to legitimate commarce,
it seems desirable that the Court’s decision should be announced at
this time. Accordingly, we will only undertake in what follows to
outline with brevity our replies to the conclusions reached by the
majority and to suggest some of the reasons which lend support to
our position.

The asuthority exercised Eﬂ\ the President and the Treasury in
coin, b

demanding all gold on and certificates is not now chal-
lenged ; neither 18 the nght of the former to prescribe weight for
the standard dollar., These things we have not considered. Plainly,
however, to coin money and regulate the value thereof calls for
e ting doll : {ton of

n ussion respecting dollars requires recognitiom o

the fact that the word may refer to very different things. El'"lu:u-l:urmu'ljf
the standard gold dollar we.ghud 25.8 grains; the weight now pre-
scribed 18 15 5/21 grans. Evidentily promises to pay one or the
other of these differ greatly in value and this must be kept in mind.
From 1792 to 1873 both the gold and silver dollar were standard
and legal tender, coinage was free and unlimited. Persistent afforts
were made to keep both in eirculation. Because the prescribed rela-
tion between them got out of harmony with exchange values, the
Eounizy for 30 years prias o 1604 Duriag that Sine buknas irene
or 0 . t time business Lrans-

sctions were based on silver, In 1834, d% to restore parity and
bring gold back into eirculation, Congress reduced somewhat (695)
lhﬂwmghtnlthﬁﬁgl];dﬁpinmdthm&qudimdthnm' and the
exchange values. e silver dollar was not changed. 8 purpose

hmnflhﬂpnwufﬂmpulﬂldnptmd‘
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W was to restore the use of pold as curreney—not to force

up
deatroy obligations. Thare was no apparent profit for the
|:l:m".l'‘1'unnuulﬂ:lrﬂ;:mL Hninjnr_rwdmtgpmudirm:nmminmdad.
The legialation is without special significance here. Ses Hepburn on

The money under consideration in the Legal Tender Oases, decided
May 1, 1871, 12 Wall. 457, and 110 U, 8. 421, ware promizes to
d TS, “bills of eredit". They were “a pﬁ of the na

t", promises ' by the Government to pay " ¥ the standard
of value is not changed." The expectation, ultimately realized, was
ahntmdunumamarwm&mdmmfmnmdMnﬂm Tha
Court was careful to show that they were issued to meet & great
emergency in time of war, when the overthrow of the Government
was threatened and specie payments had bean led. Both
the end in view and the means employed, the Court ware lawiul,
The t.hm%' sctually done was the issuance of bills endowed with the
quulitm legal tender in order to carry on until the United States
could it possible to meet their obligations in standard coin. This
they accomplished in 1878, The purpose was to meet honorable
obligations—not to repudidate them.

e opinion there rendered declares—*' The legal tender acta do not
attempt to make paper & standard of valus. e do not rest their
validity upon the assertion that their emission is coinage, or any reg-
wiation of the value of money; nor do we assert that may
maks anything which has no value money. What we do assert is,
that Congress has power to enmct that the government’'s promises to
pay money shall be, for the time being, equivalent in value to the
representative of value determined by the coinage acts or to multi-
ples thereof.” What was said in those causes of course must be read
in the light of all the ciroumstances. The opinion gives no support
to what has been attempted here. . .

Thiz Court has not heretofore ruled that Congress may mﬁmra the
holder of an obligation to accept payment in subsequently devalued
coins, or promises by the Government to pay in such coins. The
legislation before us attempts this very . If this is permissible
then & gold dollar containing one grain of gold may becoms the
standard, sll contract riﬁhta full, and huge profits ap on the
Treasury books. Instea §2,800,000,000 as recently reported
perhaps $20,000,000,000, maybe, enough to cancel the public debt,
maybe mora!

The power to iesue bills and “regulate values’ of coin cannot be
o enlarged as to authorize arbitrary action, whose immediate )
and necessary effeet is destruction of individual rights* As this
Court has said a “power to regulate is not a power to deatroy "',
154 U. 8. 362, 398. The Fifth Amendment limits all governmental
powers. We are dealing here with & debased standard, adopted with
the definite purposs to destroy obligations. Such arbitrary and
oppressive action is not within any Congressional power heretofore

recognized.

Tﬁ?”luthﬂﬁf-}' of Co to create legal tender obligations in
times of pence is deri from the power to borrow money; this
cannot be extendsd to embrace the destruetion of all credits.

I I% enny wall ba donbisd whelher the nabens of socksty aod of gorersmant dosd pof prescribe
h?rﬁ#;rmmdmﬂm

bind
mmwmduﬁhwwmm 1= al

of
hﬂ-jﬂlﬂtmm
Peck, & Cranch. 5, 1
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States between 1862 d and silver ware treated
in business as commodities. The Tender Cases
that period.
_ Corporate bonds.—The gold clauses in these bonds were valid and
in entire harmony with public y when executed. They are
pﬁmﬂr— ﬁ;hf!mt.h .'St.htga, E'EIEE U. 8. 571, 578. To &gnt.my B
validly sequired is the Ekﬁ' of property—{Jsborn v. Nicholson,
11 Wnl} 646, 662. H‘l;ha mt.nl;rr ha;d p.:ﬁ?}amdm of value and supply
& basis for recovery if broken. and purpose were stam
T:gundnmn“ approval by the Government when iﬂﬂ-ﬁl‘hﬂdp?ﬁ
1 +
The elear intent of the parties was that in cese the standard of
1800 should be withdrewn, and a new end less valuable one sat ul!:é
b
.

arose during

the debtor could be requirad to pay the valus of the contents of
old standard in terms of the new currency, whethar eoin or paper,
I Eld measurad by prevailing currency had declined the ebtor
would have received the benefit. The Agricultural Adjustment Act
of May 12th discloses a fixed purpose to raise the nominal valua of
farm products by depleting the standard dollar. It authorized the
President to reduce the gold in the standard, and further provided
that all forms of currency shall be legal tender. The result ex-
ted to follow was increase in nmlﬁnﬁ values of commodities and
depreciation of contractual obligations. The p of Section 43
incorporated by the Senate as an amendment to House Bill was
clearly stated by the Senator who presented it.' It was the destruc-
tion of lawfully scquired rights.

In the circumstances existing just after the Act of May 12th,
depreciation of the standard dollar by the Presidential proclamation
would not have decreased the amount required to meet obligations
containing gold clausem As to them the depreciation of the standard
would have caused an increase in the number of dollars of depreciated
currency. (General reduction of all debts could only be secured by
first destroying the contracts evidenced by the gold clauses; and this
the Resolution of June 5th undertook to sccomplish, It was aimed
directly at those contracts and had no definite relation to the power
to 1ssue bills or to coin or te the value of money.

To carry out the plan indicated as above shown in the Senate, the
Gold Reserve Act followed—January 30, 1934, This inhibited the
FPresident from fixing the weight of the standard gold dollar above

o of its then existiag weight. &ﬁ.uthnﬁt. had been given for 50
uction by the Act of May 12th.) On anuary 31st he diree
that the standard should contain 15 5/21 grains of gold. If this
reduction of 40%, of all debts was within th:ngwur ufﬂcnlonw and
i Ca had power
by resolution to destroy the gold clauses, the holders of these mrpp:}ﬁtﬂ
bonds are without remedy, But we must not forget that if this power
exists Congress may readily destroy other obligations which present

=" This nmandmenl hea for (L
ST BaS T R
e

will b trarsforred, Bral, fram Ehoes

if 48 & necessary means to nummffiilh that
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obstruction to the desired effect of further depletion. The destruction
of all obligations by reducing the standard gold dollar to one grain of

old, or brass or nickel or copper or lead will become an easy posai-

ility. Thus we reach the fundamental c}uutmn which must control
the result of the controversy in respect o mﬁmﬂtﬂ bonds. Appar-
ant.][ji' in t.hmmmu of the majority the gold clause in the Liber
bond withs the June 5th Resolution notwithstanding the definite
purpose to destroy them. We think that in the circumstances
Congress had no power to destroy the obligations of the gold clauses
in private obligations. The attempt to do thia was plain usurpation,
arbitrary and oppreasive,

The oft repeated rule by which the validity of statutes must be
tested is this—"'Let the end be legitimate, lat it be within the scope
of the Constitution, and all means which are appropriate wh:qh Are
plﬂnlti adapted to that end which are not p ted but consistent
with the letter and spirit of the Constitution are constitutional.”

The end or objective of the Joint Resolution was not "legitimate.”
The real purpose waa not “to sssure uniform value to the coins and
currencies of the United States”, but to destroy certain valuable con-
tract rights, The recitals do not harmonize with circumstances then
axisting. The Act of 1000 which prescribed a standard dollar of 25.8

riing remained in foree; but ite command that “all forma of money
ssued or coined by the United States shall be maintained at a parity
of walue with this standard " was not being obeved. QOur curren
was passing at a material discount; all gold had been sequestrated;
none was attainable, The Resolution made no provision for restoring
parity with the old standard; it established no new one.

This Hesolution was not upg_li.uprint.& for carrying into effect any
power entrusted to Congress. E_gnld elavuses in no !uhﬂ‘l‘.ﬂ.l:}t.ll.l WY
mterferad with Lhelf-awer of coining money or regulating its value
or providing an uniform eurrency. Their exstence, as with many

" other circumstances, might have circumseribed the effect of the

intended depreciation and disclosed the unwisdom of it. But they
did not prevent the exercise of any granted power. They were not
inconsistent with any policy theretofore declared. To assert the
contrary isnot enough. The Court must be able to see the appropriate.
ness of the thing done before it can be permitted to destroy lawful

enta, Tﬁa purpose of a statute is not determined by mere
recitals—certainly they are not conclusive evidence of the facts

stated. '
in, if effective, the direct, primary and intended result of the

Resolution will be the destruction of valid rights lawf acquired.
There is no question here of the indirect effect of lawful exercise of
power. And citations of opinions which upheld such indirect effects
are beside the mark. This statute does not " work harm and loss to
individuals indirectly ", it destroys directly. Such interference wvio-
lates the Fifth Amendment; there is no provision for compensation.
If the destruction is said to ba for the public benefit proper compensa-
tion is sssential; if for private benafit the due process clause bars the

WAY. ;
Eongm has power to coin money but this cannot be exercised
without the possession of metal. Can Congress authorize appropri-
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ation without compensation of the necessary gold? h
power to regulate to establish post roads, &e. 8 .;.i
proved plan nnﬁy imvolve use or destruction of A's land or a
private way. ay Congress authorize the appropristion or destruc-
tion of these things without ld% JElr_mant-? Of course not,
The limitations prescribed by the tifution restrict the exercise
of all power.

Limgpu.iu. Fan v, Uniled Siafes, 218 U. 8. 302, supports the power
of the legislature to prevent exportation of coins without compen-
sation. But this is far from saying that the legislature might have
ordered destruction of the coins without compensating the owners
or that they could have been required to deliver them up and acoept
whatever was offered. In United Slales v. Lynah, 188 U. S. 445, 471,
this Court said:

If any one proposition can be considered as settled by the decisions of this
eourt it in that although in the discharge of ite duties the Government may
appropriste ¥; it cannot do so withoul being Hable fo the obligation
cast by the nmendment of paying just componsation.

Governmend bonds—Congress may coin money; also it may borrow
money. Neither power may be exercized so as to destroy the other:
the two clauses must be so construed ss to give effect to sach. Valid
contracts to repay monay borrowed cannot ba destroyed by exercisi
power under the cuinag-atgroviﬁinn. The majority seem to hold that
the Resolution of June 5th did not affect the elauses in bonds of
the United States. Nevertheless wa are told that no damage resulted
to the holder now before us through the refusal to pay one of them in
gold coin of the kind designated or its equivalent. i amounts to
a declaration that the Government mey give with one hand and take
away with the other. Default 1s thus made both essy and safe!

Cong brought about the conditions in respect of gold which
existed when the oblgation matured. Having maode payment in

this metal.impossible the Government cannot defend by saying thaty f

if the obligation had been met the creditor could not have retained”
the gold; consequently he suffered no damage because of the non-
delivery. Obligations cannot be legally avoided by prohibiting the
ereditor from receiving the thing promised. The promise was to pay

in gold, standard of 1900, otherwise to discharge the debt by paying
the value of the thing promised in currency. One of thess things

was not prohibited. ¢ Government may not escape the obligation

of m good the loss incident to repudiation by prohibiting the

holding of gold. Payment by fiat of any land is beyond its recog-

nized power. There would be no serious difficulty in estimating the

value of 25.8 of in the currency now in circulation.

These bonds are held by men and women in many parts of the
world; they have relied upon our honor. Thousands of our own
citizens of every degree not doubting the good fuith of their sovereign
have purchased them. It will m:-l'.ia easy for this multitude to ap-
praise the form of words which establishes that they have suffered
no apprecisble damage; but perhaps no more diffieult for them than
for us. And their difficulty will not be assusged when they reflect
that rmdytlr:aluu:ilmcn of the exact loss suffered by the P ilipj:'mﬂ
government mov on to satisfy it by appropristing, in June
1634, $23,802,750.78 to be paid out of m?"’ﬂﬂmﬂ?ﬁf & United

OOLE CLATEES 1IN OBLIGATIONS 41

Atates.' And see Act May 30, 1034, 48 Stat. 817, appropriating
$7,438,000 to meet losses sustained by officers and employees in for-
eign countries due to npﬁmmmn of foreign currencies in their rels-
tion to the American dollar.

Fold 1 ~—Thess were contracts to return gold left on
deposit; otherwiss to pay its value in the currency. Here the gold
was not returned: there arose the obligation of the Government to
pay its value. The Court of Claims has jurisdiction over such con-
tracts. Con made it impossible for the holder to receive and
retain the gold promised him; the statute prohibited delivery to him,
The contract being broken the obligation was :Hufy in currency the
value of 25.8 grains of gold for dollar cal or by the certifi-
cate. For the Government to say, we have violated our contract
but have escaped the consequencea through our own statute, would
be monstrous, In matters of contractual obligation the Government
can not legislate so as to excuss itsalf.

These words of Alexander Hamilton cught not to be forgotten:

odlvidueal, i , BS
N b s amgec v b Suk g o s st o
aharncter of leglalator for that of & morsl sgent, with the same rights aod obliga-
tHons as an individual. It promises be justly considered s exceptsd out

late, uniess In ald of them. It is in theory impossible to

of its power to logls 4
reconells the idea of a promise whileh abl , with & power to make & law which

can vary the effect of it"”. 3 Hamilton"s Works, 518, 518.

These views have not heretofore been questioned here., In the
Sinking Fund Cases, 00 U. 8, 700, 718, Chief Justice Waite speak-
ing for the majority declared: “The United States are as much
bound by their contracts as are individuals. If they repudiate
their obligations, it is as much repudiation, with all the wruﬁ and
reproach that term implies, as it would be if the repudiator had been
a gt.nt-n or & municipality or a citizen. No change can be made in

@ title created by the grant of the lands, or In the contract for the

Aubsidy bonds, without the consent of the corporation. All this is

indisputable ™. W .
And in the same cause, (731, 732) Mr. Justice Strong, speaking
for himsalf, affirmed:

It in as much beyvond the powor of a legialature, under nn?' pretence, to altur
& contract into which the government bas entered with & private individual, as
it is for any other party to & contract to change [ts termas witheut the consent
of the person mnimunF with him. As to its contract the government in all it
departmenta has lnid aside its soversignty, and it stands on the same footing
with private contractons.

Can the Government, obliged as though a private person to observe
the terms of its contracts, destroy them by legislative changes in the
currency and by statutes forbidding one to hold the thing which it
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i ﬁ:pdmh ‘il:*r"‘_ir If an individual 'hﬂ\]'iln.d undhuamkn tnmnthu]

1] 0l BACTa Or IMANY nasats

& to place them beyond ht]::'grﬂluh of cl:udiht;nrg the l..t-t.am;:wnuld
-:ru.nmd as frmdulqnt- wholly ineffective,

Counsel for the Government snd railway companies assertad with
amphasia that incaleulable financial dmuta.r would follow refusal to
uphold, as authorized by the Constitution, i p-l.lrmmt and mpudm
tion of private obligations and public debts. Their forecast 1a dis-
credited by manifest exaggeration. But, whatever mar be the situs-
tion now confronting us, it is the uutmma of attempts to destroy
lawful undertakings by legislative action, and this we think the Court
should disapprove in no uncertain terms.

Under the challenged statutes it is said the United States have
realized profits amounting to $2,800,000,000.* But this assumes that
gain may be penerated hﬁm:gﬂﬂlaﬂ‘ﬂl fint. To such counterfeit
Emﬁtﬂ there 'M:ruld be no t; with each new debasement of the

ollar they would expand. Two billions might be ballooned indefi-
nitely—to twenty, thirty, or what you will.

Loss of reputation for honorsble dealing will bring us unending
humiliation ; the impending legal and m chaos is appalling.

ﬂnnﬁﬂ wﬂunupﬁuﬂmm&:ﬂh: mmmu'n-mr,
o addd




111 three cases favorable to Govermment
(ﬂgnldmuiimhmﬂudanhd
record)

A1l three cages adverse on merita
- Message
— Press release (No.2)
- M Resoluticn
- Withdraw right to sus
- Withdraw appropriations

Gold certificate adverse on merits - Withdraw right to sue

Private and Liberty Bond cases favor- on currency

able. - Press release (no.3)
- Withdraw appropriation

Liberty Bond edverse
Private bond end certificates favorable = Message
~ lLetter from President te
EB‘:'?‘
- Press release (No.4)
- Withdraw right to sue
- Withdraw appropriation

Iiberty Bond and geld certificate ~ Message

adverse - Press release (No.5)

Private favorable -~ Withdraw right to sus
— Withdraw appropriation

fdberty Bond expressly adverse as to - Press release (No.6)
foraign holders only - Qualify appropriation
Cases otherwise favorable

- Proolammtion

- Hessage :

- Prese relesase (Ho.7)

-~ M Resolutien

= Withirew right to sue om

- Withdraw sppreopriation

= Proclamation

~ Presa releass (no.8)
- Macsage

~ ¥ Resolution




Fhereas, & mational emergency having been found and declared to
exist, the President of the United States, being thereto
autho—~ized by the Congress, suspended gold payments and,
thereafter, fixed the weight of the gold dollar below that
fixed by law before such emergency;

Whereas, the Congress, by Public Resolution, approved Jwme 5, 1923,
declared to be against public policy every provision conteined
in or made with respect to any obligation peyuble in money of
the United States which purported to give the obligee the right
to mouire payment in gold or a particular kind of coln or

currency or in an amount in money of the Unlted States measured

thereby;

Whereas, the Publie Resolution so declaring has been foumd by the
Supreme Court of the United States to be invalid as applied to
certain obligations thereln described; °

Whereas, Sectliom 5 (b) of the Act of October 6, 1917, as amended by
the Ret of March 9, 1933, providest

"During time of war or durdng any other perled
of national smergency declared by the Presldemt, the
President may, through any agency that be may desig-
nate, or otherwise, investigate, regulste, or prohibit,
mmder such rules and regulations as he may prescribe,
by means of liocenses cr otherwlse, any transactions in
foreign exchange, transfers of eredit between or pay-
ments by banking inatitutions as defined by 'the Preal-
dent, and export, hoard ing, melting, or earmarking of
gold or silver ecin or bullion or curremcy, by any
person within the United States or anmy place subject
to the jurisdiction thereof; and the President my
requlre any person engaged in any transaction referred
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to in this subdivision to furnish under cath, complete
information relative thereto, including the production
of any books of accomt, contracts, letters or other
papers in commection therewlth in the cusiedy or com-
trol of sush person, either before or after such
transaction is completed. Whoever wilfully vio-
lates any of the provisions of thie subdivision or
of any license, order, rule or regulation issued there-
under, shall, upon conviction, be fined not more than
$10,000, or if a natural person, may be imprisoned for
not more than ten years, or both; and any officer,
director, or agent of any corporation who Imowingly
participates in suck vioclation may be punished by 2
like fine, imprisomment, or both. As used in this
subdivision the term 'person' means an individwmsl,
partnership, association, or corporatiom™; and
Whereas, upon investigation, I find that by reason of the amount of
public and private obligations containing provisions declared
by sald Public Resolution to be against public policy, any im-
medizte attempt to realize upon claims arising from such provi-
slons, in the face of the national emergency hitherto declared
end now existing, would precipitate widespread bankruptecies,
{ncrease unemployment and lessen purchasing power, injuriously
affect credit and our financial and industrial systems, trans-
portation and other essential services, public and private,
thereby materlally and dangerously enhancing such emergency;
NOW, THEREFORE, I, Franklin D. Foosevelt, President of the
United States, by virtue of the authority vested in me, do hereby
declare that the mational emergency hitherto found and declared
to exist, continues, and, in order to permit a peried of adjusti-
ment and to prevent the bankruptcies and the destructiom of eredid
which would result from immediate attempts to realize upon claime

_ arising from provisions declared by said Piblic Besolution to be

Lk
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;zninu'h public policy, I do hereby proclaim, order, direct and
declare that until the expiretion of a period of 90 days from this

date, or the earlier revoeation of this proclamation by me, every

payment by any banking Institution organized or doing business
within the United States and every transfer of credit between any

guch banking Institution and any banking institution withim or
outside of the United States is prohibited in every case where such
payment or transfer, or any part thereof, is made or, to the know-
ledge of the banking institution making the payment or transfer,
will be applled, in full or partial payment of any obligatiom in
an amount over and above the stated dollar amount thereof because
of any claim arising from any prm_lfisiun declered by said Publie
Fesolution to be against public policy. The Seeretary of the
Treasury is authorized to prescribe, with the approval of the
President, regulations for carrying out the provisions of this
proclamation, which regulations may also provide for the furnishing
under oath of complete information, including the produetion of
books of account, contracts, letters or papers, regarding any pey-
ment or transfer prohibited or regulated under this proclamatiom.
As used berein the term "banking institution® shall include
all Federal Reserve banks, national banking associations, banks,
trust companies, savings banks, building snd lean mssociations,
credit unioms, and other corporatioms, partmershipe, asgociations
and persons engaged in the business of receiving depcsits, making
loans, discomting paper, acting as fiscal or financial agent, or
transaoting any other form of banking business, and, for the purposes
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of this proclamstion, unhhn-qtnu, hmh,‘mh qruhﬂ-'-'
Mﬂwmmﬂtﬁinnnw-huhnm
as a separate banking mtitﬂim; and the tu'l "Unitad Bh'ﬁll'

means the United States and anmy p‘l.l.ﬂ uuh;lnnt to the jurl.-diu‘hiun

ﬂgnnt {ncluding the Philippine Islands. .
I¥ WITNESS WHEREOF, I have hereunto set qrh:ﬂ and caused

the seal of the United States of Hmerica to be affixed.

Done in the City of Washingtom this ___ day of February
at _____ o'clock P. M., in the year of ouwr Lor# One Thousand
¥ine Bundred end Thirty-five, and of the Independence of the

United States the Ome Hundred and Fifty-ninth.

(SEAL)
By the Presidentt
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I recommend legizlstion to the Congress withdrawing the
right to sus the United States om its bonds, cwrrency and similar
umm,ﬂmwmmmmﬂ“tm
the face amount thereof snd making it wnlawful for any officer of
the United States to pay in excess of such amount. The passage of
bills for this purpose becomes immedistely necegpary because of the
decision of the Supreme Court just snnounced in the Norts and Perry
cases.

The Government will, of course, comtinues to meet its debts
promptly, dollar for doliar, as it has always done. Since the passage
of the Joint Besolution of June 5, 1955 the Government has issued and
sold about thirteenm snd ome-half bdllion dollars of bondes and other
securities which do not contain gold clauses. It is manifest that
these and future issuss would be prejudiced if the large smount of the
Government's outstanding gold clause obligations, sggregating about
fourteen and cne-half billion dollars, were accorded a position of
preference which the Resolution sought to prevent. Not only so, if
geld clauses in Government obligations were permitted to becoms effec-
tive again, the national dabt would be antomstically inoreased by
about ten billion dollars. I am unwilling, as I assume the Congress
will be, to impose this additiomal burden on the country whea it can
be Justly and lawfully awvoided. ‘

No hardship or injustice will result from these msasures.
twmmu;mmuﬂuiuMunrmpuq
which the Joiwt Resolution of Jume 5, 1955 undertook to establish.




MEESAGE

The reasons which impelled the adoption by the Congress
of the Joint Resolution of Jume 5, 1885, annulling gold clauses
in private and public obligations, have not been removed by the
decision of the Suprems Court in the Gold Clause Cases. They are

as imperative as before and have even been emhanced, since our s-ifes

sl Al
people i-nﬂun-d the validity of the Resclution and -hewe gone

about their business in reliance upon it. It is wmnecessary teo
repeat these reasons here. The Resolution itself summariszed
them, but it will be recalled that the total of gold clause ob-
ligations had attained such an emormous figure, approximately
one lmdred billionm dollars, as to obstruct the power of the Con-
gress to regulate the value of money and to deal with the problems
acoentuated by that very obetruction, such as the maintemance of
a miform currency system in which one dollar should be of equal
value with every other. The Resolution was also designed to meet
other problems of the utmost urgenocy growing out of the depress-
iom.

The situation in which the decision lsaves the ecountry
is, however, by mo means hopeless. Partly because of the Joint
Resolution and partly because of other remedial and recuperative
measures, conditioms have greatly improved and with them hope has
heightened and courage has routed despair. Until these gains can be
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consolidated and permenent legislation frased)to meet the new
difficulty which has arisen, I recommend the adoption of a serles
of measures by the Congress, prelimimary to which and for the
same purpose, I have this day issued a Proclamation under the
authority veeted in the President by Sectiom 5 (b) of the Act of
October 6, 1917, as amended by the Act of March B, 1955.

I recommend first, a moratorimm for ome year, unless
pooner terminated, staying the enforcememt of gold clause obliga-
tions in any form, over and above the face or par amcommt. BSuch
moratorium, which 1s a considerate measure of rellief, assuring a
period of re-adjustment, and based vpon auxdliary and composite
powers of the Congress, is eonstitutionally sanctioned as an
emergency measurs.

Second, withirawal of the right to sue the United States
on its bonds, curremcy and similar obligations containimg gold
elauses, The Government will, of course, continue to meet ite
debte promptly, dollar for dellar, as it has always done. Since

3‘*--?-#':‘"- '
't.h-*.‘lnin Ramlut:tnl of Juna 5, 1935, the Govermment has issued and

ZHordoson e s Wondyl
pold nhn‘ntﬂm billion dollars of bonds and other securities
which do not contain gold clauses. It is manifest that these and

future issues would be prejudiced if the large amount of the Gov-

"tul-h-;‘hﬂ]iun dollars, were accorded a position of preferemce

which the Resolution sought to prevemt. Hot only so, if gold clauses




in Government obligations are permitted to become effective again,
the national debt will be automaticaily increased by about aime Zee
billion dollars., I am unwilling, as I assume the Congreass will

be, to impose this additional burdem on the country when it can

be Justly and lawfully avoided.

Third, withholding of appropriations and autherity for
payment by the Treasury of gold clause Government obligatioms in
excess of the face amcunt in lawful money, making it wmlawful for
any officer of the United States to make any such excess payment.

No hardship or injustice will result from these measures,

(n the contrary, they will serve, in an actual and practical sense,

?"I‘-r'_.
to prevent both widespreed hardship and thet—ferm—ef injustice
which necessarily would result from imecreasing by about 708

obligations estimated, as I have said, at once Imdred billiom
dollars, and from plinging the commtry again into the depth eof
depression from which it is emerging.

AHalnu
I recommend ihe- immediste emnactment,ei—ihece-meaperes,




A b1l to amend Seotion 24, Subsection (20),
and Sectlion 145, Subsection (1) of the Judicial Code.

Be it emacted by the Senate and House of
Spresentatlyes O [ nited Statesr of AmeTica JF
Congress assesbled, That Section 24, Subsection (20)
of the Judicial Code (U. S. Code, Title 28, Section 41,

Subsection 20) be and hereby is amended to read as

followa:

"(20) Suits ageinst United States, - Twen-
tieth. Concurrent with the Comrt of Claims, of
all claims not exceeding §10,000 foumded
upon the Constitution of the United States
or any law of Congress, or upom any regula-
tion of an exsoutive department, or upon any
contract, express or implied, with the Gov-
ernment of the United States, or for damages
liquidated or wmliquidated, in cases mot
soumding in tort, in respect to which claims
the party would be entitled to redress
against the United States, either in a court
of law, equity, or admiralty, if the Umited
States ware suable, and of all set-offs,
comter-claims, claims for damages, whether

the United States against aeny claimant

against the Government in sald court; and of
any sult or proeceeding commemced after the
passage of the Revenus Aet of 1921, for the




the time such suit or proceeding is commenoced. ' .
Nothing in this paragraph shall be construed
as giving to elther the District Courts or the
Court of Claims jurisdiotion to hear and de-
termine cleims growing out of the Civil War,
and commonly kmown as 'war claims," or to hear
and determine other olmims which had been re-
jocted or reported on adversely prior to the
3d day of March, 1887, by any court, depart=-
ment, or commission autherized to hear and de-
termine the same, or to hear and determine
claims for pensions; or as giving to the Dis-
triet Courte jurisdietion of cases brought to
recover fees, salary, or compensation for of-
ficlal services of officers of the United
Btates or brought for such purpose by persons
elaiming as such officers or as assignees or
legal representatives thereof; but no suit
pending on the 27th day of Jume, 1898, shall
abate or be affeoted by this provision. No
sult against the Government of the United
Stetes shall be allowed under this paragraph
unless the same shall have been brought with-
in six years after the right acorued for whioch
the clalm is made. Nor shall anything in this
agreph be construed as giving to any of
said courts jurisdiction to hear and determine
olaims arising out of bonds, contraocts or oth-
er cblipations for the repeyment of
made, issued or guaranteed by the United
States, or arising out of gold or silver coin
or bullion, or eny coin or currency of the

United Gtates, or out of -1._:? surrender, requi-
u:l.t!.nn: seizure or soquisition of any such
eoin, lion or ourr . claims of mar-
ried women, first acerued during marriage, of
persons under the age of twenty-one years,
first acorued during minority, and of idlots,
lunaties, inssne persons, and persons beyond
the seas at the tims the oclaim mocrued, en-
titled to the olaim, shall not be barred if
the sult be brought within three years after
the disability has ceased; but no other dis-
abllity than those emumerated shall prevent
any olalm from being barred, nor shall any of
the sald dissbilities operate cumulatively.
All sults brought and tried under the provie-
ions of this paragraph shall be tried by the

gourt without a jury."




Section 2. That Section 145, Subsection
(1) of the Judicial Code (U. S. Code, Title 28, Sectiom

250) be and hereby is amended to read as follows:
"(1) Claims ageinst United States.

First. All claims (except for pemsions)
founded upon the Comstitution of the
United States or any law of Congress, up—
on any regulation of an executive depart-
ment, upon any contract, express or im-
plied, with the Government of the United
States, or for damages, liquidated or
unliguidated, in cases not sounding in
tort, in respeet of which claims the par-
ty would be entitled to redress against
the United States either In a court of
law, equity, or admiralty if the United
States were suable: Provided, however,
That nothing in this section shall be
construed as giving to the said cowrt jur-
isdiction to hear and determine claims
growing out of the late civil war, and
commonly known as 'war claims,! or to hear
and determine other claims which, prior to
March 3, 1887, had been rejected or re-

ported on adversely by any court, depart-
ment, or commission authorized to hear and




Whereas, the Congress and the President of the United States having

found and declared a national emergency to exist, gold pay-
ments were suspended in order to safeguard our banking,
finsncisl, and currency systems, protect our foreign and domestic
commerce, and arrest the processes of deflatlion;

Whereas, to end instability in foreign exchange and domestic prices, the
Congrese and the President thereafter fixed the weight of the
gold dollar below that fixed by law before such emergency;

Whereag, in order to further objecte of these measures and to
assure that such measures would affect all the people of
the United States wmiformly, bolders of gold and g;:lcl Ccer-
tificates were required to surrender them to the United States,
and the Congress, by Public Resolution No. 10, approved
June 5, 1953, declared to be against public policy every
provision contained in or made with respect to any obligation
payable in money of the United States which purported to give
the obligee the right to require payment in gold or a partic-
ular kind of coin or curremcy or in an amount in money of the
United States measured thereby;

Whereas, said Public Resolution has been found by the Supreme Court
of the United States to be invalid in whole or in part; and

Whereas, the existing emergency theretofore declared has beem so
enhanced ae to menace the safety of the United States by imperil-
ing commerce with forelgn nations and among the several E;::“.?
anéd the wniform and stable valus of money and the regulatiom.




of the valus of foreign coin, by threatening the ability of the
Government to borrow money end to collect taxes, and by endangering

the solvency of both debtors and creditors, thus impelling immediate
meagures to forestall mationwide benloupteies and to permit the orderly
exercise of the constitutional powers and duties of government:

NOW, THEREFORE, in exercise of the powers vested by the Consti-
ution in the Congress to cope with such enhenced emergency and in
exercise of all other pertinent powers vested by the Constitutiom in
the Govermment, be 1t

Resolved by the Senste and the House of Repregentatives of
the United Stotes of America in Congress assembled, That, in order to

eatablish justice, insure domestic trenquillity, provide for the common

defense, and promote the general welfare, there is hereby declared a
moratorium on esch and every claim, whether for principal or interest or
otherwise, arising from any clause or provision deelered to be against
public policy by said Public Resolution or from any alleged deficiency
in payment for gold or currency surrendered by reason of any govern—
mental order, which moratorium shall terminate at the expiration of one
year or upon earlier proclamation by the President that the emergency
jmpelling it has ended. The moratorium herein declared shall stay the
assertion or exercise of all rights, privileges, and powers arising {rom
any such clafase, provision, or alleged deficiency as if the time of

its continuance had not elapsed, but without impairing the seme, and

without prejudice to eny right to colleet interest on any such claim for the

X
period of the moratorium after its termination. Accordingly, and without

limiting the generality of the foregoing, during such moratorium, no suit




or other proceeding shall be commenced or other action or step, judicial
or otherwise, taken for the purpose of collecting or realizing upon any
claim arising from any such clause, provision, or alleged deficiency;
and every judiclal or other proceeding heretofore commenced shall be
stayed in so far as anmy right or remedy arising from any such clause,

provision, or alleged deficlency is concerned.

ﬁhis lew, made in pursusnce of the Constitution, is of the

supreme law of the land; amd the judges in every State and in every
place subject to the jurisdiction of the United States, including ths

Philippine Islands, shall be bound thereby./
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hereas, the Congress and the President of the United Eutas?( baving

found and declared a national emergency to exist, suspended gold

Eor AF N

e pp g tor ol
pn:-ntudin order to safeguard our banking, financisl, and currency

systems, protect our foreign and domestic commerce, and arrest the
processes of deflation;

Whereas, to end instability in foreign exchange and domestic prices, the
Congress and the Presldent thereafter fixed the welght of the gold
dollar below that fixed by law before such emergency;

Whereas, in order to further the objects of these measures and to assure
that such measures would affect all the people of the United States
uniformly, holders of gold and gold certificates were required to
surrender them to the United States, and the Congress, by Publiec
Resolution No. 10, approved June 5, 1933, declared to be against

public policy every provision contained in or mede with respect to

any obligation payable in money of the United States which purported
to give the obligee the right to require psyment in gold or a partic-
ular kind of coin or currency or in an amount in money of the United

States measured thereby;
Whereas, said Public Resolution has been found by the Supreme Court of the

United States to be inwvalid in whole or in part; and

Whereag, the existing emergency theretofore declared has been so enhanced
as to menace the safety of the United States by :I.-j:-nrili.ng commerce
with foreign nations and among the several states, h:m the
uniform and stable valus of money and the regulation of the value of
foreign coin, by threataning the ability of the Government to borrow
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Wihereas, the Congress and the President of the United Statesy baving
found and declared a national emergency to exist, -suspended gold
mﬁm to mfam our banking, financial, and currency
systems, protect our foreign and domestic commerce, and srrest the
processes of deflation;

Whereas, to end instability in foreign exchange and domestic prices, the
Congress and the President thersafter fixed the weight of the gold
dellar below that fixed by law before such emergency;

Whereas, in order to further the objects of these measures and to assure
that such measures would affect all the people of the United States
uniformly, holders of gold and gold certificates were recquired to
surrender them to the United States, and the Congress, by Publiec
Resolution No. 10, approved June 5, 1933, declared to be against
public policy every provision contained in or made with respect to
any obligation payable in money of the United States which purported
to give the nhligrua the right to require payment in gold or a partic-
ular kind of coin or currency or in an amount in money of the United
States measured thereby;

Whereas, said Public Resolution has been found by the Supreme Court of the
United States to be invalid in whole or in part; and

Whereas, the existing emergency theretofore declared bas beem so enhanced

ag to menace the safety of the l]nit-d States by ili:uriid:ug commerce
with foreign nations and smong the several states, wm the
uniform and stable value of money and the regulation of the wvalue of

foreign cein, by threatening the ability of the Government to borrow
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money and to colleet taxes, and by endangering the solvency of both
debtors and creditors, tims impelling immediate messures to forestall
nationwide bankruptcies and to permit the orderly exercise of the
constitutional powers apd dutiesof govermments

NOW, THEREFORE, in exercise of the powers vested by the Consti-
tution in the Congrese to cope with such enhanced emergency &nd 1n
exerclee of sll other pertinent powerz vested by the Constitution in
the CGovermment, be it

Re d theSenate and the e Representative t

United States of ri n Congress Bgseub That, in order to

establish justice, insure domestic tranqufllity, provide for the common
defense, and promote the general welfare, there iz hereby declared &
moratorium on ench and every claim, whether for principal or interest
or otherwise, _rarising from any clause or provision declared to be
against publie policy by gald Publie Resolution, which moratorium
shall terminate at the expiration of ome year or upot earlier procla-
metion by the President thet the emergency impelling it has ended,

The moratorium hereln declared shell stey the assertion or exercise

of all rights, privileges, and powers erising from any such clause or
provision as if the time dusdng 1ts continuance had not elapsed, bub
without impairing the same, and without prejudice to any right to cullent
fnterest on any such claim for the period of the moratorium after 1ts

termination. Accordingly, and without 1imiting the generality of the

foregoing, during such soratorium, mo sult or other proceeding shall

be commenced or other actiom or step, judieial or otherwise, takem
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[in any State or place subject to the jurisdiction of mmmmm
(mlmpmmmﬂmmm#mmu
realining upon =my =1-1-m.m¢n&wnm clause er provision;
and every judieial or other proceeding ¥ commenced shall be
stayed in se far as any right or remedy arising from amy sueh clause
or provision is concermed. il

fl:b:tu law, made irn pursuance of the Constitutden, is of the suprems
law of the landy and the judges ia every State and in every plage’ sub-
ject to the jurfsdiction of the United States, Including the' PHilippine

Islands, shell be bound thersbyi7"
!'i.; o




Sec, 5. Amy consent which the United States may have
:hlltnth-uuruonl:lliutitnflﬂm,mﬂlﬂhwm,
whether by way af suli, counterclaim, set-off, recoupment ¢r other
affirmative action or defense im its owm pame or in the neame of
wufium.qm,qmﬂwuhw
prooeeding of any mature whatsoever presently or hereafter come
m,mlnm-m:i:grrmmﬂlqaﬂd-ﬂaiminmu
-ntrur:nlﬂmrnmmrlurnﬂandhrmmnnrwm

mentel order, is withdrawn until otherwise specifically provided
by Aot of the Congress.
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(To e used ia the event Liberty bond sad
ﬂﬂﬂm“m-mmu}'
n—.wmnmmn

suthorised to be expended, shall be svailable for, or expended in,
the peyment of sny elais arising out of axy provision declared %o
be against public pelicy by Public Besolution No. 10, of June 5,
m,udwum-t#n—tfwmwmhm
ﬂmmmmrumpumkmur
wwnmudﬂo.ﬂmm.ﬂnmﬁm
shall have besn expressly suthorised by future emactment.




ﬂ-h-ﬂﬂﬂimﬂmﬂ '
unfavorable gn the merite; Liberty hond
case favorable)

hM,WMMMuMWﬁw

Muhmm,Mhmm; for, or expended im,

thwnrwuhhfnrmﬂfurmhnrmnqum
ummnmwﬂm;nmmmmm#
Govermmental order in excess of §20.67 am ounce, unless such payment

nmlhﬂhunmuhmthuﬂn-dhrfutunm.




be used if Liberty bond case is
%,MMH:M}

YR
-

No suss, whether heretofore or hereafter appropristed "
or awthorised to be expenmded, shall be svailsbls for, or expenied
in, the payment of amy claim arising cut of amy provision declarsd
to be sgainst public policy by Public Resclution No. 10, of Jume 5,
1988, unless suck peyment shall have been dxpressly authorized by
future emactasnt.,

e LT AR R




The decision just rendered by the Supreme Court will occcasiom
no change in the mometary policy of the Administration. To avoid
confusion and prevent needless and futile litigatiom, I am recom-
mending to the Comgress that it declare a temporary morstorium om
gold clauses in all publiec and private obligations and that it
withdraw the right to sue the United States on such clauses and om

its cwrrency, pending the adoption of permansnt measures.




m“hﬁlm;mm#mmﬂn. To
mmmmtmﬂmmnw,:-

Mhﬁ-wmtitdmﬂunﬁthmﬁ-

United States en its cwrTendy, pending the enactment of permanent
meagures in line with the Afdministration's semetary policy.




The decision just rendered by the Supreme Cowrt will sccasion
no change in the monetery poliey of the Administretion. n-nli

m-ﬂ"nﬁmﬂmhﬂuuﬁm :I:llr-l-—
mending to the Comgress that it withdraw the right to sue the United
States on such elauses, pending the adoption of permsnent measwres
in line with the Administration's monstary policy. '




The decision just rendered by the Supreme Cowrt will eccasien
no change in the basic menetary pelicy of the Mdministrstion. %o
mlduﬂuinnﬂmmmrtﬂhuﬂpﬂ-, I am
wummmtuummﬂmumm
United States on gold clawses and cwrremay, pending the sdoption of
mﬂmhlﬁnﬂﬁﬁ.lﬂuﬂnﬂuuwm.




. !h&ummduudthtmm
thh'udwuldhp-um-ptmml-u-
tion of full and adequate proof of such owner-
., Bidp since Jme 5, 1955, and of the right to -
recaive peyment under the law as interpreted

:H*thlﬂw-ﬂmrt. Such proof will be
required to be made under regulations formu-
lated by the Treasury Department.




The decisien just rendered by the Supreme Gourt will cocasiem
Bo change in the basic monstary policy of the Administretion. To
avold confusion and prevent needless and futile litigetiom, I am
m-ﬂilghthMchtitd-ﬂu-ltwmtm
on gold clauses in all public and private obligations and that it
withiraw the right to sue the United States on such clauses, pending

the adoption of permanent measures in linme with the Adminigtration's
monetary poliey.

L




H.M.Jr:

George

Harrisoni
He M. Jr:

H.M.Jr:
Hs

H.M.Jr:

H:
H.M.Jr:

H.M.Jdr2

Hs
H.M.Jr:

Hs
H.M.Jrs

s

On this forelgn exchange thiﬁt. Have you
suggestions? Have you been watching 1it?

Not in the last hour - no, but --
They tell me sterling is weak.

Bterling 13 weak because, as Payne says, the market
is so thin that when we iriad to sell some it went

down and the Francs immediately got over the gold point.
The Franc isn't over the gold point now.

Well it was over the lower point the last time I
saw it, wasn't it?

Hhat?0h I mean within the gold point.

Yes. 80 it ran dom the cost rate so low that it
became up to you to tell Baulsbury to buy Francs
that way.

Well can we buy gold now at--

Wait a minute I can't hear you.

Well I don't see why we don't buy some geld in Paris.
Well now that's the way I would handle it, I think
I would stop sell sterling at the moment. The

market is thin and I don't see what you're accomplish-
ing by driving it down any further.

I can change that.

What's that?

I'1ll tell Lochhead to change that.
I'm sorry I didn't hear you.
I'llltall Lochhead to change that.

Yes, I think it would be better. I1've sent for
Payne but I'm sure he thinks it will be better too.

Well now on the government bond t - I didn't get
a good chance to talk with the President. Jeff's
on the e here and I'11 leave this thing with you
and J this way that if this thing comes I want to
keep it just as steady as possible,




H:
H.M.Jr:

H.M.JT2

Hs

Hs

H.M.Jr:

H M.Jr:

Hs

BE.M.Jr:

H.M.Jrs

I mean I want to - I've ordered Hunter to keep the
thlﬂl steady.

You've done what?

I want to Reep the thing steady.

Tes.
I want to keep the thing steady.
I see. Well I agree with you.
EL:f n;u:;;hang Jeff gat together and we haTa to use
o e %ﬁ ::fal avings gold bonds, 1t's perfectly
Alright, first rate.
See?
Well then I'11 keep in touch with Jeff on it.
Yes you keep in touch with Jeff.
A.:I.right then.
See?

Yes.

Alright.
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Washington

FOR RELZASZE, MORNING NEWSFAF RS, Preas Service

Mon February 18, 1935. No. 4-28
2 1L6=354

Secretary of the Treasury Morgenthau today announced that the new United
States Savings Bonds to go -n sale through the postoffices on or aboub March 1
would yield an interest rate of 2.9 per cent compounded semi-annually if held
£i1l maturitye.

These bonds, which range in denominations from $26 to $1000, will not be
transferable, but they will be redeemed for cagh on the owner's regueet at any
time after sixty days from the date of isesue. The face of each bond bears a
table of redemption values which enables the purchaser to know 1ts redemption
value at all times, The redemption value will increase regularly after the
first years

Under the rate fixed by the Secretary of the Treasury, purchasers will pay
$18.75 for a bond of $25 maturity value; $37.50 for a $50 bond; 375 for & $100
bond: $375 for a $500 bond and $750 for a 31,000 bond. The bonds sell on a
discount basis, and the difference between the price paid at issue and the
maturity value represents accrual of interest. The 3100 bond increases in
redemption value by §l every six months after the first years After the seventh
year it gains in value at the rate of $2 every six months. The other denomina-
tions increase proportionately.

The new government securities will be on sale at approximately 14,000
postofficess These include all fira@, gecond and third-class postoffices, and
all fourth-class postoffices located at county seats. The Postoffice Department
will have complete charge of the distribution ﬂfhtha bonds to the public, and

preparations for handling the work are under ways
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TREASURY DEPARTMENT

INTER OFFICE COMMUNICATION

Feb. 19, 1935

vo Nr. Morgenthsm

rmom  A. Lochhead

On February 15 the Banco de Mexico requested the Federal Reserve
Bank of New York to make a telegraphic bid onm 1,500,000 ounces of silver
for immediate delivery. The Federal Reserve Bank of New York was in-

structed to bld 54.69¢ per ounce for delivery at Vera Qrus. This bid

gave them the full bensfit of the New York price for silver as compared

to a price of 54.10, which is all they would have been able to sbiain

if 1t was sold in the london mariket. Om Saturday morning they telegraphed
requesting that the Federal Heserve Bank, if possible, improve the bid
owing to the gensral sdvancing tendency of silver. As the bid glven %o
the Banco de Mexico was a full oms, good until the following day, it

did not seem proper to emcourage them to ask for new bids whenever the
market was advancing, as in the event of a declining market we would

have to stand by the bid made by us. The Federal Reserve Bank of New
York was accordingly requested to inform the Banco de Mexico that we did
not cars to changs our bid, and on Monday, February 18, they again tele-

graphed, agreeing to accept our original bid made %o them on February 15.
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FEDERAL EMERGENCY ADMINISTRATOR
0f Public Works
Washington

February 19,1935,

Memorandum for the Administrator:

Thls is 1in rerly to your request of this morning asking _
me to amplify my memorandum to you of January 25, 1954, in
which I reported a conference in Secretary Morgenthau's
office, where the subject of discussion was the awarding of
the contract for the New York Post 0ffice annex,.

I said in that memorandum that Senator Tydings, who was
present at the confererce, volunteered the information that
he lkmew that McCooey, of New York, was interested in seeing
that Driscoll get the contract and that McCooey's political
henchmen were asctive In Washington in that behalf. I said
also that when Secretary Morgenthau asked Senator Tydings for
the names of these men, he replied that the fact was generally
known. He dild not mention any names,

In the last paragraph of my memorandum I stated that after
the conference had adjourned, Seeretary Morgenthau asked me
what inference I placed on Senator Tydinga' remark that
MeCooey's henchmen were active in Washington working in
Driscoll's behalf., In my memorandum in this comnection I ssid
to Seoretary Morgenthau: "It is plain what he meant but he )
mentioned no names.” What I meant by the language just guoted
was that Senator Tydings meant for the conference to understand
that McCocey was working in Driscoll's behalf, although he
refused to mention any names. It seemed evident to me that in

Senator Tydings' opinion this statement of supposed MoCooey's
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activity would react in the interest of Stewart and Company,
which firm 1t was clear that Senator Tydings believed should
have the contract,

Regarding the statement in my memorandum of Janumary 285,
1934, in the matter of the exchange of letters between the
Treasury Department and the Post Office Department, and the
destruction thereof, I was simply reporting to you the glst
of the conversation relating thereto, I have never of my

own kmowledge known any fact bearing on this matter.

(Signed) F.J.C, Dresser.




i

365
Note:

There was an ink note written at the
top of this memo (original of which was
sent to the President) reading as follows:

"First home run for your Buccaneer Diplomat®
Signed "Henry".




MEMORANDUM FOR THE SECRETARY

February 19, 1935.

Subject: Newfoundland.

We have received confidential information from
our Consul General at St. John's, Newfoundland, that the
Newfoundland government has astaﬁliahad a system of control
over liquor exports, along the lines requuatnd'h{ us, said
;ﬁ;tun having been approved by the Dominions office In London.
8 system went into effect last Saturday, February 16, at
midnight.

The system 13 described as the Bermuda system
of landing certificates, applying to wvesasels under 200 tons.
(The rum running vessels are all under this tonnage, averaging
around 100 tons.) This means that before a rum runner can
clear with a cargo of alcohol or liguor, the exporter will
have to deposit a cash bond egqual to double the import duty
on the spirits. This bond may only be returned upon the
presentation of a landing certificate, from the port for which
the vessel clears, to the effect that the spirits have been
legally landed. Since the import duty on aleohol in Newfoundland
is $5.80 a proof gallon, the amount of bond necessary per gallon
of 180 proof alcohol is $10.44. In other words, a gallon of
alcohol which costs the smuggler $.50 at St. Johns, will have
to be covered by a bond amounting to over twenty before it can
be exported. 8lince this puts up a prohibitive bar in the way
of the smuggler's profit, it 1s safe to say that 1t will stop
smiggling from Newfoundland.

The above information has not been received officially
as yet, since the British Embassy here has not been notified in
the premises by London. To speed up the official notification
(in order that we may be in a position to immediately arrange
with France as to closing up St. Pierre by a similar arrangement),
I have requested Mr. Osborne, Counsellor of the British Embassy
to inquire by cable of London as to the decision in the matter. I
did not disclose to Mr. Osborne the source of our information,
but merely told him we had received word in a roundabout way,
and would appreclate official verification if the facts were
as reported. Upon receipt of the necessary officlal information
from the British Embassy, the State Department will then proceed
to close the deal with France.

The above information should not be given publicity
at present, since the British Embassy, as 1 have stated above
do not know it as yet, other than what I told Mr. Osborme. 1




we should give it publieci y at this time, the favorable rvﬂthn
in which our Gunnr ﬂnarH is now established in Newfoundland
might suffer, in other n:i:i hls information might be shmt off.

Therefore, I would Y] thholding publicity for a few days
until nft.:ur. we ¢lose with France. - 5l >

B, M. Thompson.
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g;::f:r Alright, Mr. Secretary.

H.M.JTrs Hello, how are you?

B: Feeling fine.

H.M.Jr: I want to ask a little advice.

Bs (Chuckled) I can't give you any.

H.M.Jr: Yes you can, We're thinking now about our next
financing you see?

B: Yeos.

And I want to ask you whether you hear on the Hill -
whether it makes any difference that the Treasury
earries such a big balance, you see? You know it
shows up that we carry a balance of a couple of
billion dollars, because we have to deduct the gold
profit and it leaves us about a billion two. I was
wondering whether people on the Hill - whether they
éver watch that in connection with some of their
bormus and other finaneing or whether that doesn't
make any difference.

I don't think it does, Mr, Secretary,

You don't think so.

1 haven't heard 1t discussed over here.

You haven't. You see what I mean? Now we could

let that balance run down. I Just wondered if people
would say "well the Ireasury's got a couple of bil on
dollars on hand - what's the difference if we pass a:
fifty or hundred million dollar extra appropriation.

I haven't heard that {dea advanced up here. It may
be and then I'm not ——

H.M.Jr: Could you sort of sound them out a little bit?
Bt I'1ll -sound them out.
H.M.Jrs I wouldn't want to put the idea in thelir head.
B: I understand but I've got a way that I can find out.

H.M.Jrs But T wondered if people watched our balances, you see?

B | don't think that the most of them -~ there be
: :Emﬂr two that do it but I don't think that
great majority of them know what the balance 1is.




H.M,.Jrs
Bz

Well if it doesn't make any difference, I'd rather
keep a big balance in case of some emergency.

Yea I see.

But if it's going to - 1f they think well they ?ﬂfl
80 mich money it doesn't make any difference, I'd
rather let it run down. :

I see the point and I think you're wise about it.

?%t if you would kind of sound them out I'd appreciate

I'll do that and let you know Mr. Secretary.

Thank you.
Alright.




HM.Jr:
Com~
missioner
Mulrooneyt

H.M.Jr:
Mz

H.M. Jr:

'
H.M.,Jr:

H.M.Jr:
M3

H.M.Jr:
M:

HM.Jr:

Hello Commissioner..

I've succeeded in getting enough money for
;nﬁaggizlggiggzg?: for six additional stenographers
How ¢id you get them?

Well I appealed to the Budget Director.

Tes.

I didn't bother the Governor.

I see.

I got him to allocate the funds for me.

Fine.

Which will probably bring about a deficit in our

budget later on. You know we haven't got as much
money here as you have in Washington.

Oh really.

But, however, we'll move prettyfast now.

Well that's fine.

I think tomorrow I'1l make the first announcement

of revocation on the result of this inspection -
some of our own and some of yours.

That'll help.

Many of these reports co in of course ar
Ay s po ming e merely

I understand.

Letters of warning 1t's good to have the correctional
effect however.

They tell me the thing is having a very good effect.

Yes. Well you know they're not fearful of being
arrested,

What's that?
They're not fearful of being arrested.
No.




Mz

BE.M.Jr:
M:

H.M.Jr:
M2

B.M.Jr:
M:
H,M,Jr:

M:
H.M.,Jrs
M:
H.M.Jrs

They're not fearful of the Magistrate's Court which
results in suspension so often nor are they concerned
with federal court. We had a case yesterday in

Westchester County where the police found a still;
the Justice of the Peace would not hold the man because

there was not a a purchase.

I see.

8o what do you think of that?®
That's tough.

When the law strictly prohibits the manufacture of
alecohol or liquer.

That's right.
And we couldn't get the federal men interested in it.
Really?

We haven't up to now. But, however, I've just gone
over a couple of hundred here now --

Do you want me to speak to the boys about this case?

Well I haven't got the detalls at my fingertips. 1If
I find that it 1= necessary, I'll drop you a letter
about it. I'l1l talk to Mr. Flet here. Does he take
Westchester?

I'm not sure.
Well I'1l]l connect with whoever it is as soon as I can.

Well if you don't get 1t, just send me & wire and I'll
have somebody around in an hour.

Yes. You see what they're fearful of here is revocation.

Yes.
And I think it will have a very good effect.

Fine.




I'11 go right along on it.
Thank you. Goodby.
Gﬂﬂdhj’i

February 19 1935,
Hunday.r :




B ENLEASE, MORNING NEWSPAFERS, Press Service
ydnesda sbruary 20, 1936 Hos 4-32

Becretary of the Treasury Morgenthau vieited the Bureau of Engraving today
(Pueeday) to watch the printing of the first satch of United States Savinge Bonds
that will go on sale at the postoffices on or about March 1.

Mr. Morgenthau was told that first delivery of the new bends will be made
within a few days. They will then be distributed to 14,000 postoffices, where
they are to be sold over the counter for cashs They will be on sale at all first,
second and third-class postoffices, and at sll fourtheclass postoffices located
at county seats. It ie expected that the postoffices will set aside separate
windows for their sale, and also delegate special officisls to handle them.
Postmasters or their agents will aid purchasers in the sale, delivery, safekeeping,
redemption and payment of the bonds.

Secretary Morgenthau has announced that the bonds will sell for prices which
will yield a return in ten years equal to interest at slightly less than 3 per
cent compounded semi-annually. They will be in five denominations, ranging from
$256 maturity value to $1000. The $25 bond will sell for $18.75 and the $1000
bond for §750. They are cashable at any time after sixty daye from the date of
issue, which shall be the first day of the month in which the bonda are bought.
The cwner gets back only hie original investment in the first year. After the
first year, the bonds increase in value every six monthse.

The bond ie about eight inches square. On the face there is a table of
redemption values which shows the redemption walue of the bond at all times. The

$100 bond, for instance, increases in value by $1 every eix months after the first

year, and by $2 every six months after the seventh year, The other denominations

increase in valus proportionately.
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In buying a bond, the purchaser simply paye cash to the poatmaster or his
acents The postmaster then writes m the face of the bond the name and address

of the owner, the date of issue ani the date of sale. ¥o bond will be valid

unless it bears these notations, and no bond will be payable to anybody but the

person whose name appears on it , with the exception of payments to the proper
person or agent in case of death or disability. Attached to the bond is a stub
which the postmaster detaches anl forwards %o the Treasury Department as record
of the sale, These provisions guarantee complete protection to the owner in
event of loss or destructim, for he may replace the bond under Treasury regula-
tions. He cannot be deprived of payment through forgery or any legal processs

The purchaser may take his bond with him, or he may leave it with the

Government for safekeepinge




Release, Morning Newspapere, Press Service
Monday, February 25, 1935. No. & - 34
2-23-35.

Many advance orders have been received at the Treasury Department for
the purchase ¢f the United States Savings Bonds which go on sale at post
offices on or abeut Merch 1. The requests have come from many sections of
the country, and the amounts asked range from the smallest denomination nf
$25, which costs $18.75 at issue, to the largest unit of $1,000, which will
be sold at an issue price of $750. There have been numercus requests for
purchase of the maximum amount of $10,000 which one person may buy in a single
calendar year.

Although these requests indicate public interest in a form of Government
security issued in small deneminations, Treasury officials point out that no
advance or private sales will be made. The bonds will be offered to the
general public as a cenvenient means ef saving and investment, and they will
be on sale only at pnst offices. They will be sold at about 14,000 post
offices, which include all first, second and third-class offices and all
frurth-class offices located at county seats.

The Post Office Department has begun distribution of the bonds and has
given instructions for their sale to postmasters. It is expected that the
latter will set aside separate windews for handling the bonds, and delegate
special efficials to have charge of their sale. FPostmasters and their
assistante will be ready to advise purchasers on any question in connection
with the pale of United States Savings Bonds.

The Treasury Department has sent to post offices and banks the official
circular setting forth the terms of the nffer, and these will be avallable at

the Treasury Department. This circular describes the bonde and explains how

they may be obtained, kept and redeemed. It peints out that a purchaser may

keep them in hie awn possession, or, if he prefers, he may deposit them with

T
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the Government for safekeeping.

It is believed that owners generally will prefer to retain possession of

their securitiess They will be registered bonds, and the owner cannot be de-
prived of payment by loss, destruction, theft or forgery.

The official circular also contains the table of redemption values which
is printed on the face of each bond. This shows the value of the bond at any
time before maturity, so that the owner will kmow at all times how much he will
obtain if it becrmes necessary to cash it ip an emergency. The circular notes
that the bonds are exempt from all present or future Federal, state er lecal
taxation, with the exception of estate er inheritance taxes and Federal income
surtaxes.

Postal Savings depnsitors may withdraw their savings fir the purchase of
United States Savings Bonds without loss of interest. They may withdraw their
Postal Bavings certificates and exchange them for the new Government securities
at the same post office window. The new bonds will sell at prices which will
yield an increase of wvalue equal to a return &f slightly less than 3 per cent
compounded semiannually, if held until maturity in ten years.

Bach denomination bears the portrait ef a Presidents The $25 bond
carries a picture of George Washington, while the likeness of Jeffersnn appears
on the $50 bend, Cleveland on the $100, Wilson on the $500 and Lincoln on the
$1,000 unit.

This is the first time that the picture of former President Wilson has
been used on a public debt security of the United States.

e0o-o000




UNITED STATES SAVINGS BONDS
SERIES A

1935 TREASURY DEFPARTMENT,
Depariment Clrcular No. 5X9 Orrice or THE SEoRETARY,

Pusric Deer Beavics Washington, February £5, 1985,
Ofering of United States Savings Bonds, Series A

The Becretary of the Treasury, pursuant to the authority of the Becond Liberty Bond Aet, approved ber 24
1917, as amended, offers for aal the people of the United Btates, through the Postal Service, an lssue of bands of the
United States, designated United States vings Honds, Berles A, whish be issued on a diseount basis, will mators
in 10 years, but will be redeemable before maturity at the option of owners. Beginning Mareh 1, 1935, thess bonds will
be on sale at post offices of the first, second, and third classes and at selocted post offices of the fourth elass, In amounta of
$25 (maturity value) and multiples thereof: and they will continue to bé on eale until this offering in terminated by notice
given by the Becretary of the Treasury to the Postmaster General,

Description of Bonds Offered

United States Bavings Bondas, Beries A, will be issued only in mtamd form, in denominations of $25, $50, $100, $500,
and §1,000 (maturity value), at prices hereinafter set forth, and bear the name and address of the owner, the date as
of which issued, and the date of maturity, which on original issue shall be inseribed thereon l:ll_:r the suthorized portmastor
at the time of issus. All such eavings bonds are to be dated as of the first day of the month in which the issue ls
recr‘ved, and will mature and be payable 10 years from such issue date. They may be redeemed prior to maturity (but
not within 60 days after the issue date), at the owner's option, in accordance with the table of redemption values

at the end of this cireular, and set forth on the face of each bond. No interest will be pald on saviongs bonds, but the
purchase price has been fixed s0 as to afford an investment yield of about 2.9 ot per o mmp-mm:iﬁd Bemi-
annually if the bonds are held to maturity. If the owner exercises his option to redeem his bond prior to maturity
the yield will be less, varying with the respective redemption values.

The savings bonds will not be transferable, and will be payable only to the owner named thereon, except in case of
death or ty of the owner or ag & result of judicial procesdings, and then only in accordance with regulations Emrihad
from time to time by the Becretary of the ry. (Bee Treasury Department Cireular No. 530, dated Fe 25,
1935.) Bavings issued through s post office shall be valld only If inseribed with the owner's name and reas,
da the first day of the month In which tha fsaue price is received, and duly delivered by an authorized postrmaster;
they will bear the facsimile signature of the Secretary of the Treasury, the Ee.u.i of the Treasury Department will be im-
pressed thereon, and they will bear the post-office dating stamp.

The savings bonds shall be exempt, both as to principal and interest, from all taxation now or hereafter imposed bg
the United States, any Btate, or any of the of the United States, or by any local taxing authority, except (a
eatate or Inheritance taxes, mdmw“tﬂd additional income taxes, commonly known as surtaxes, and excess-profits
and war-profits taxes, now or h r im by tha United States, upon the income or ta of individuals, partner-
ships, associations, or corporations. The interest on an amount of bonds authorized by the Becond Liberty Bond Act,
5p£ruvad Beptember 24, 1017, a8 amended, the principal of which does not exceed in the ag te $8,000, owned by any
individual, partnership, association, or corporstion, be exempt from the taxes provided for in clause (b)) above.
For the purposes of ahrnﬂn.inﬁ taxes and tax exemptions, the inerement in value of savings bonds by tha
:Eiﬂ'arenmth-atwa&n the priee paid and the redemption value received (whether at or before maturity) shall be considered
a8 interast.

Purchase

Savings bonds of Beries A may be purchased for cash, at post offices of the first, second, and third classes, and at
silented p{ﬁt offices of the fourth class, at any time while this offer is in effect; nud,nlh'jauttn regulations bed by the
Board of Trusteea of the Postal Bavings %_?'-tam. the withdrawal of postal savings deposita, without loss of interest,
permitied for the purpose of sequiring savings bonds, The lssue p of the various denominations of these bonds follow:

liaue prics

526, £18. 75
: - a7. 60

75, DD
e ATH0. DO
750, DO

It shall not be lawful for any one at any one time to hold sav bonds Issued during sny one ealendar in
an aggregate amount exceeding im.mmqrmun}. s 4 ool

Delivery and Safekeeping of Bonds

{llt.agﬂ“m“tﬂll [:gim h:hum ur[ng:l bonds may be - E;a mthnri:ulf. to deliver such bonda ﬂﬂfuw and
t urchase e, Deliveries tﬂaﬂ & baser until
L m:d?ﬂnu . t 1.I:|£r hit[ Is

verified that
his name and are duly inseribed on the face of the bond and duly dated the firet day of the

month in which he made payment of the purchase price,

.Any sav bond will be held in safekee b ma«wmnmmn and in this
connection the h;-f-wmutﬂhnthuf-cﬂﬁuyot!thartduu banks as fiscal agents of the United States. The
purchaser m{u 'or such saf at the time he purchases his bond or subsequently. Postmasters generally will

besist owners in arranging for eafekeeping, but will not set as safekeeping agenta.
bk [ovam)]




315

FOR RELEASE, MORNING HEWSPAPERS, Press Service
Wednesday, February 27, 1935. Nou 4=36
2-26-35

Two people may share ownershlp in a United States Savings Boand, accnrding te
a regulation governing their sale made public today by the Treasury Department.
The circular, which has been digtributed tn all banks, explaine how the new Govern—
ment securities may be bought fer miners, relatives, estates, trusis and other
classes of beneficlaries.

Tt answers many quesklons which have been agked about the bonds, which will g0
an sale at 14,000 pesteffices on er about March 1. The Treasury has rocalved many
advence orders, and in many instsnces progpective purchasers have asked whether
they could buy bonds in the name of their children, their wives and trusts in
their charges Provision for such rurchases and.feor insuring payment to the actual
owner or his legal revresentative has been made in every case.

When two people buy a bond, as a husband and wife, the names of both are
written nn the brnd as evidence ef joint ownership. But either person may ebtain
payment without requiring the signature of the nther on the application form on
the back »f the bond. In purchasing a bond for a minor who will collect the full
amount at maturity, a parent may write on the bond the name of the intended
beneficlary.

Purchasers may designate beneficiaries to whom they intend the bond to be
paid by writing in the latters'! names at the time of sala. Guardians, executnrs,
sdministraters and trustees may acquire bonds for individuals or estates in their
legal charge, and sfficers may buy them for their firms. In all instances of
purchases of this kind, the relationship between buyer and beneficlary must be
written on the face of the bonds |

The eircular also explains the procedure tn be fallowed in case of death or

disability of the owners. B8trict regulations to safeguard the rights of the actual
osner or hies heirs hawve been made by the Treasury Department,




REGULATIONS GOVERNING UNITED STATES ,
e @10

TREABURY DEPARTMENT,
Owricn or Tam BwonsranT,
Washinglon, February 85, 1885.

1998
Depariment Cireular No. 558
Fuswuic Desr Seavion
To Owners of United States Savings Bonds, and Others Concerned:

The following regulations governing nmmwmammwmmmwm:m

of all concernad:
I. REGISTRATION

1. United Btates Bavings Bonds will be issued only in registersd form. Excepl as otherwise specifically provided in
these regulations, the Tressury Department reserves the right to treat as conclusive the ownership and interest [n the bond
aa stated in the registration.

2. The following forma of registration are authorissd:

{(a) In the name of any individual, including minors,

(B} In the names of two (bul nol more than fwe) natural persons in the alternative, ma, for exampla, " John Jones
OR Mary Jones, " Thlﬂmﬂhﬂhmmuhnihdmthnuﬁnpmu No other
Iumﬂnﬂtﬂumhiwnmhuﬁuﬂuﬂuuﬁ,umﬂdﬁhrﬂmtelmd{d}huud.

(e} Iﬂmmﬂ‘-’ﬂ'liﬂﬂhuﬂllﬁﬁlliﬁlhdﬂﬂlhdhunﬂnﬁuh_dﬂ-.th.ufﬂruumph,“lm
8mith, payable on desth to Hufhﬂlh".hrhhhn-lhlddmﬂmwumrmdm
-ddmdthhnuﬁnhrlhuuuhhnrthﬂmhimﬂﬂu-vhpmu.

() hhmﬂuummMmﬂummﬁHrtMMHﬂMmmwhmm
Mhu:hu.tnlh*ndhrld-nipﬂnnummphhupndhhﬂhmtrhmhmdthum
for whom they hold the savings bonds. Registration in & form indicating that the persons whose names
sppear on the bonds do not hold full legal title to the savings bonds, as, for exampls, “ John Jones, under
Article 10, of the will of Haary Bmith"', will not be permitted.

(=) Inmnnmﬂm:mmwmm.whmﬂ;t,wjdnhhﬂm} The
name of the owner should be followed by the word or words " corporation”, * unincorpersted assoclation™,
“partnership”, or *jolnt-stock company ™, as the case may be. No designation may be made in the reg-
Istration of an officer or agent to reccive payment In behalf of the eorporation, unlncorporsted sssccis-
tion, partoership, or joint-stock company.

H. BONDS NOT TRANGBFERABLE

United Btates Bavings Boods are not transferable; and are
the death or disability of the owner or as & result of
in Beotions XIII, VIII, and XIV hereaf,

OI. LIMITATION ON HOLDINGS

Unduthnpmvhhuﬂﬁuﬁunﬂdthuﬂnmdﬁhnhﬂundmwmﬂ,li-ll'.ulnudnd,ltﬂul
mthhwmfwwnmmﬂmpmﬂmhhﬂ-@%“ﬁﬂqwmm.m,ﬂnhm..-
gregate amount excesding $10,000 (maturity valus). In determining whetber the 810,000 limitation on the holdings of
any ome person has been exceeded, the full maturity value of savings bonds immued in any one ealendar year held for the
hunnﬂt-:lfmhparlnnIanmmudtlduduruMudlﬂu,mhﬂhrmhm'ﬂhmﬂhmMmd
l:m.ml-menhmhpumhmudylhﬂuﬂmmmuhmdmdﬂﬂmm.ﬁlhwﬁﬁm
mi.turi'tyvﬂudlu&hhnndlhuldh;mhmglnhhurhrmum-,mdthmmmtuﬂamdllﬂ,ﬂﬂmhﬁw
value). 1f any person who owns eavings bonds should become the owner of additional savings bonds as the result of the
mmﬂwﬂhﬂwm,udmhmmthnmumuhm-dhhﬂﬂm_h'mw
surrender the excess for payment st the redemption value for the period tn which the dxsess was scqoired,

b Ithmmlwmmdﬂﬁ.m““pﬁh“hhh'—}rm
(1} -

_



P ¥. SAFEEEEPING FACILITIES
vings bond will be held in safekeeping by the Secretary of the Treasury if the purchaser so desires, and in
this m;u:n the Becretary will utilize the faeilities of the Federal Reserve banks as fiscal agents of the United States.
The purchaser may arrangs for such eafekeeping at the time he purchases his bond or subsequently. If the owner desires
his bond held in safekeeping, he can obtain from the postmaster an appropriate envelope, and an application blank which
he should 61l out, address to the appropriate Federal Heserve bank, sign and enclose with the bond in the envelope, which
should be nddressed to the appropriste Federal Reserve bank. The postmaster will then register the envelope, at the
owner's expense, and the registry receipt will serve as the owner's temporary receipt.
2 When recelved at the Federal Reserve bank, the bond will be placed in salekeeping and a recelpt from the bank wil]
be mailed to the owner st the address given [n the applieation. The owner can subsequently regain possession of his
bonds upon applicstion to the Federal Reserve bank, and upon such identification as is required by such bank.

8. Postmasters generally will assist owners in arranging for safekeeping, but will not act as & safeksaping agent.

VL. GENERAL PAYMENT PROVISIONS :

1. Savings bonds will be payable at or after maturity at their full value, or, at the option of the owner, prlor to maturity
(but not within 60 days after the issue date) at the appropriate redemption value as shown on the face of each bond. Pay-
ment, in each case, will be made following presentation and surrender of the bond, at the Treasury Department, Division
of Losns and Currency, Washington, D. C., or st any Federal Reserve bank, with the request for payment appearing on the
back thereol 'F‘]'-l:ll'-'ﬁ-'-'r!ﬂ" executed in secordance with tha I‘IJI}I'.deErIE Plﬂ!ﬂphﬂ. E'u.ﬂh Prmhﬂﬂn will be ‘tmmﬂ“d
risk of the owner and, for his proteetion, the bond, or bonds, should be presented In person or forwarded by registered mail,

2. The request for payment must be signed in ink or indelible peneil by the person in whose nama the bond is inseribed,
or by the person entitled to receive payment under the provisions hereof. The request must be signed in the presence of,
and be certified by, one of the following officers:

{a} Any United Btates postmaster, acting postmaster, or official in charge of a post offiee suthorized to sell
gavings bonds: provided that in poat offices of the first clnss the pasistant postmaster, the postal cashier, tha
superintendent of money orders, or the superintendent or clerk in charge of s cleagified station or branch
may certify to the request for payment; and provided further that at any post office of the second class,
the assistant postmaster, or the clerk in charge i there is no assistant postmaster, may certify to the re-
quest for payment. If an official other than & postmaster, acting postmaster, or an offieial in charge of an
office certifies to a request for payment, he should certify in the name of the postmaster, acting post-
master, or official in charge, followed by his own signaturs and official title, e g., “John Doe, post-
master, by Richard Roe, Boperintendent of Money Orders”. The certifieation of any post-office official
must be suthentiented by a legible imprint of the dating stamp of his post office;

&) Any executive officer of an incorporated bank or trust company, whose signature must be authenticated
by the impression of the corporate scal of the bank or frust company; _

(¢) Any officer authorized generally to witness assignments of United Btates registered bonds (Bee Pars. 33-
35 Department Circular 300). '

3. No person authorized to certify requests for payment may certify a request signed by himself, either in his own
right or in any representative capacity. st .

4. Certifying officers should require positive identification of the person exec-ting the request for payment as the
person whose name appears on the face of the bond, or the person entitled to request payment under the provisions of
these _:ﬂgu]u.tiuu, and will be held fully responsible therefor.

Vil. MINORS

1. If & savings bond is registered in the name of & minor and the Treasury Department has notice that a guardian of
the estate of such minor has been appointed by & court of competent jurisdiction, payment will be made only to such
guardisn, The request for payment appearing on the back of the bond should be gigned: “A. B., minor, by C. D., guar-
dian” and must be supported by s certificate from the proper sourt, or by a certified ecopy of the order appolnting the
guardian, showing his appointment and qualifiestion. The certificate, or certified copy, must be under the seal of fhe
court and should be dated not more than one year prior to the presentation of the bond, -

2. If the Treasury Department has no notice of the appointment of a guardian of the estate minor er of &
savings bond, payment will be made direct to such minor owner, provided such minor is, at the m;;ml ilar::llﬂhdr
of sufficient competency and understanding to sign his name to the request and to comprehend the nature thereof. In
general, the fact that the request for payment has been signed by the minor and duly certified in sccordance with Section V1
hereal will be accepted as sufficient proof of such competency and understanding. If the Treasury is properly advised in
the request for paymeat that such minor owner is not of sufficient compeiency and understanding to execute the request
for payment, payment will be made to either parent of the minor with whom he resides, or in the avent that such minor
reaides with neither parent, then to the person with whom he does reside. In executing the request for payment the parent
m'nthn-pm'lun_lhlIl sign the minor's name as well as his own name, and state his relationship to the minor, and there shall
ba insertad above the space for signature In the request for payment a statement to the effect th.t'thu"nﬂh s minor,
that he is not of sufficlent competency and understanding to execute the request for payment, and that the person signing
the request is the person with whom the minor resides. An appropriate form is aa f |

“I am the (state relationship) of A, B. and the He s
not of suffcient competency and understanding o sign this roquest, T e fesiden, e

C.D
on behalf of A. B.
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VIIL. DISABILITY OF OWNERS

1. If the owner of a savings bond has been legally declared to be Incompetent to manage his affalrs and the Tressury
Department has notice thal s conservator or other legally constituted representative of his estats has been appointied by s
court of competent jurisdietion, payment will be made only to such conservator or other legal representative. The request
for payment should be slgned: "A. B. Incompetent, by C. D,, conservator {(guaydian or commities as the case may be), and
must be supported by a certificate from the proper sourt or a certified copy of the order of the court appointing such con-
servator or other legal representative showing his appointment and qualifieation. The certificate, or certified copy. should
be under the peal of the court and dated not more than one year prior to the date of the presentation of the savings bord
for payment.

3. In cases where the owner of & savings bond has been judicially declared incompetent or insane and no guardian or
other legal representative of his estate has been appointed, and the entire gross value of his personal estate, both real and
personal, does not exceed $500, payment will be made to a member of his family standing in the position of voluntary
guardiann upon presentation of prool satisfactory to the Becrotary of the Tressury that the proceeds of the bonds are
required, and are to be used, for the purshase of necessarics for the incompetent or for his wife or minor children or other
persons dependent upon him for support.

IX. COOWNERS

A savings bond reglstered in the names of two persons in the alternative, as for example, * John Jones OR Mary Jones”,
will be payable to either person named thereon without requiring the signature of the other person, but not to tha repre-
eentative of & deceased coowner exeept as hereinafter provided, and upon payment to either person the other ahall cease
to have any interestin the bond. 8hould one of the owners die and then the survivor himsalf dis befors payment of the
savings bond, the provisions of Beetion XIII hereof, governing payment or reissue of savings bonds held by a deceased
owner, shall govern the payment or reissue of the bond as though the survivor had been the sole owner.

X. BENEFICIARIES

1. A savings bond registered In the form " A. B, payable on death to C. D." will be payable, until the Treasury Depart-
ment has received notice of the death of the registered owner, as if the beneficlary were not named on the bond. Upos
proof of death of the registered owner, the bond will be payable to, or relssued In the name of, the beneficiary named on the
bond, at his option (but only if such beneficiary did not predecease the original owner), as if he had been the registered owner.

2. If the beneficiary abould predecesse the registered owner, the savings bond will be payable to the registered owner
as though such beneficial registration bad not bean made. Registration naming béneficlaries at the: of the registered
owner cannot be changed so s to add, eliminate, or substitute beneficiaries, i S £:vh

8. Should the beveficiary die after the death of the registered owner, but before payment or rélewts of the savings
bond, the provisions of Bection XIIT hereof governing payment or reissues of savings bonds héld By s deceased owner,

shall govern the payment or reissue of the savings bond as though the beneficlary had been tha reglstered owner.
Y s T R W L
XL FIDUCIARIES : =il i i

ped Bl e Teaey
1. A savings bond registered in the name of & fduciary will be paid to such Aduciary without proof of his suthority
upon presentation of the bond with the request for payment duly signed by him and certified in accordance with m
VI hereof. The request for payment should be signed by the fiduciary in exactly the same mannsr as his name and:
nation as Gduciary appear on the face of the savings bond, ¥ e -
2, In the event of the death or disqualifieation of a fiduciary in whose name a savings hond ia registered, such ss
bond will be paid to, of, if desired, reissued in the name of, his successdr upon satisfactory p&nﬁdih’i;pﬁn@ medt and
qualifieation of sueh successor, If there Is no successor, the savings bond may be paid to, or, If desired; Teissuad (o thi
name of the person or persons beneficially entitled thereto upon satisfactory proof of their beneficlal ownership.

XII. CORPORATIONS, ASSOCIATIONS, PARTNERSHIPS, ETC. .

1. A savings bond registered in the name of & eorporation, unineorporated association, or joint-stook sompany will
paid upon a request for payment signed by a duly authorized officer of such organization. The signature to the requesi
should be in the form, “The ....... reeeeeeeeern Company, by JOHN JONES, President”. The fact that the requesy
for payment is signed and duly certified in accordance with Bection V bereof may be accepled as sufficient proofof the
officer's authority. ; =

2, A savings bond registered in the name of & partnership will be pald upon & request for payment signed by any
genersl partoer, The signaturs to the request should be in the form " Bmith and Jones, a partnership, by JOHN JONES,
a general partoer”. The fact that the request for payment is signed and duly certified in sccordance with Beetion VI
hereof may be accepted as sufficient proof that the person eigning the request is a general partner. 8

XIIl. DECEASED OWNERS

1. With administration,—If the owner of & savings bond dies leaving & will which is duly admitted to probate and
on which letters testamentary are issued, or dies intestate and the estate is administered in a court of competent jurisdie-
tion, payment will be made to the duly appointed representative of the estate. The request for payment should be
in the form, “A. B., executor (administrator) of the esiate of C. D., deceased”, and must be supported by & certificats
under the seal of the court appointing such representative, dated not more than six months prior to the presentation of

the savings bond for payment, showing the appeintment and qualification of such representative and stating that the
188
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Lintment is still in force; or, in the abeence of such & certifioate, by & duly certified ‘-“-"l::tf the "mhl“ll;h etter
of appointment, the certifieation of which must be dated not more than six months prior e presen n of the bond
pumppﬂ t n;dmutmtathdmlppuinimihlﬂlllufm. A savings bond will be relssued In the name of an beir
o request of the representative ascompanied by his certificate to the effect thyy
the person In whose name reissuc s is entitled to the savings bond as such Jegatee or heir. If the represcntativg
Is himeelf the heir or legates entitied to the savings bond and desires reissue in his own name, & spec'al order of the cour
sithorizing such relssue must be submitted. .

2 Without edministration.—If the owner of & savings bond diea and no legal represantative of his estate is (o be
appointed and it is established to the satisfaction of the Becretary of the Treasury, gither that the gross v-.lugJ:.[ the per-
sonal estate does not exceed $500, or that administration of the estate is not required in the State of the decedent's domicile,
the savings bond will be paid to, or reissued in the name of, one {but not more than one) of the persons entitled to the |T.;.n.j,
ander the laws of the Btate of the decedent’s domielle without administration. The m:tﬂl;ﬂﬂr payment should be signed
in the form, “A. B, C. D, E. F. helrs and persons entitled to the estate of X. X., deceased," and should be accompanied hy
an agresment signed by all persons entitled, specifying the person to whom payment is to be made or in whose name the
bond is to be reissued.  Proof will be required that the debts of the decedent and of his estate have been paid or provided
for, and that the person to whom payment is requested or in whose name reissue ls requested, Is entitled to the honds;
such proof will include affidavits of sll persons entitled to any share in the estate setting forth the faets in rlt‘l?il and
agreeing to the psyment or reissue in question, supported by affidavits of two disinterested persons having purmnu.J ..:,.1.;‘....,-3_
edge of the decedent and his famil. and by a death certificate or other prool of the death of the owner. (Usz Form
L. & C, 285, copies of which may be procured from the Treasury Department or any Federal Reserve bank.) !I Ll gross
value of the personal estate exceeds 8500 the Becretary of the Treasury may further require an affidavit or & certiBeste fro n
a practicing attorney or judicial officer of the State of the decedent’s domicile showing that administration of the enm;-: i
not required in such Btate and referring specifically to the statutes or the decisions of the courts of such Blate undl{l which
exemption from adminis ration is claimed, or showing that it is & general and well recognized practice in that Siate to
gettle such estates without adminlstration.

3. No payment or relssue without administration will ba permitted In & case where any of the persons entitllml: are
miriors or under disability, exespt to them or in their names or upon compliance with the provisions of Bections VII and
VIII hereof governing the payment of savings bonds in the names of such persons.

XIV. CREDITORS' RIGHTS

Payment of & savings bond will be made in accordanee with a judgment or decree of a court of competent jurisdiction,
or preceedings pursuant to such judgment or decres, except in cases where the action is instituted for the purpose of giving
effect to an attempted transfer by the owner contrary to S8ection II hereof. In appropriate cases the Treasury Department
will require proofl that the court acting had jurisdiction over the partiea and subject matier, and prooseded in due course
of its jurisdiction, and that the judgment or decree is final and conclusive, that it has fully and effectually tranaferred the

title of the owner, and that it is not open to attack in any jurisdiction whatever, For this purposs duly suthenticated copies
of the complaint, order of service, return of service, answer, or other pleading, and the final judgment or order of the court
must be furnished, together with a certificate, under seal, from the clerk of the court showing that the time for appeal hna
tlapeed without an appeal having been taken, or that an appeal has been taken and determined by the court of last resort

{in which case certified copy of the rescript or mandate of such sourt must be furnished) and that no further appeal is
poasible.

XV. DENOMINATIONAL EXCHANGE OR REISSUE

No denominational exchanges of savings boads will be permitted, and except as expressly provided by this elrcular
oo relssue of savings bonds will be made, whother in the same name or in another name.

IVL. FURTHER PROVISIONS

These regulations are prescribed by the Becretary of the Treasury as governing Unitad Btates Savings Bonds lssued
under the suthority of the Becond Liberty Bond Act, approved Beptember 24, 1017, as amended, and the provisions of

w Department Circular No. 300 have no application to such savings bonds except as herelnbefors specifically pro-

The Becretary of the Treasury may at any time, or from time to time, preseribe supplemental or amendatory rules
and regulations governing United Blates Bavings Bonds. " ?

HENRY MORGENTHAU, IR.,
W B ASTERSEENT FErETIRE SPPRER =101 Secrelary of the Treaniry.
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February 20, 1935.
G The Open Market Committee of the Federal Reserve System met
with the Secretary of the Treasury in his office at 11:00 A.M. to

Those present were:

Henry Morgenthau, Jr. Secretary of the Treasury,

T, Jefferson Coolidge, Undersecretary of the Treasury,

Marriner 5. Ececles, Governor of the Federal Reserve Board,
George L. Harrison, Governor, Federal Reserve Bank of New York,

W.R. Burgess, Deputy GCovernor, Federal Reserve Bank of New York,

‘ll discuss Treasury flinancing.
L
¢

W.W. Paddock, Deputy Governor, Federal Reserve Bank of Boston,

1 M.J. Fleming, Deputy Covernor, Federal Heserve Bank of Cleveland,

G.J. Seay, Governor, Federal Heserve Bank of Richmond,

G.J. Schaller, Governor, Federal Reszerve Bank of Chicapgo,

George C. Haas, Director of Researdh and Statistics, Treasury

Department,

D.¥. Bell, Commissioner of Accounts and Deposits,

C.E. Upham.

Mr. Morgenthau explained that when the Committee was asked to
meet today, it was thought that it might be possible to make soms
definite decisions as %o the 3Spring financing, but that it is
difficult to tell from the market of the last two days Jjust what it

may shake down to, and that it will probably be advisable to confine

middle of next weak to reach decisions.

Mr. Coclidge made & general statement as to plans under consi-
deration. His feeling is that it will not be necessary to ask for

‘ the discussion today to general considerations, and wait until the
]

] .‘ any cash on March 15th but that the thing to do 1s to offer a note

I
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in exchange for the $528,000,000 of notes that mature March 158h
and a bond fcr the $1,870,000,000 of Fourth 4-1/4's that have been
called for April 15th, with no choice or alternative being givem.
His feeling is that the bill offerings should be Jjumped from
375,000,000 of six month bills to $100,000,000 with some of them
nine months bills. This will bring { . $325,000,000 additional
cash between now and June. If that is done, we will certainly
need no more new cash until June.

Mr. Coolidge said he would like to get reactions on the pro-
posed change in maturity of bills, and on the proposal to restriot
holders of maturing notes to a five year note and holders of called
bonds to a long-term bond.

Asked what rate he was figuring on for the five yesar note to
be given to holders of the $500,000,000 of 2-1/2 psr cent notes
maturing March 15th, Mr. Coolidre indicated that it would probably
be pretty low, say 1=-35/4 at the most.

Mr. Coolidce indiceted that he would go to New York end sound
out the market. Mr. Burgess cobserved that what the market is looking
for usually zoes pretty well. Mr. Morgenthesu suggested that 1f it

were known that no cash would be asked for on March 15th, the market

might begin to act more naturally.

Asked by Mr. Harrison if it were certain that more money would

be needed in June, Mr. Coolidre said, not necessarily, and added that
we might try out a sale of longer notec on a weekly basis.

Mr. Burgess said that a nine month bill on a discount basis ias
new and there is some difference of opinion about its advisability,
that nine months was beyond the usual usanece for such securities,

that he preferred the six month muturity, but that he thought the
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nine month would go alright.

Mr. Coolidre commented that we have used bills and certificates,
but thet he prefers nine month bills to the combination of n-rtifiunttl'
and shorter bills. It means smoother operation and cheaper money.

Mr. Coolidre asked if the market is in shape to take a two
billion dollar exchenge, and Mr. Harrison replied that if not mow;
it never wes.

Mr. Morrentheu asked if it would be alright to apnnounee tomorrow
afterncon the deeision to ask for 50,000,000 on six month bills and
550,000,000 on nine month bills, Thursday being regilar bill offering
day.

Mr. Harrison asked if the arguments arainst nine months bills
were not the ssme as originally advanced ageinst six month bills.

Mr. Burpess replied that they were not quite the same, London went
back to three month bills, he s=id, because that 1z the gﬁnéral
usance for discount paper. There is always a market for the short
terms, he said. |

Mr. Morsenthau recalled th:t when Earle Bailie was here he had

been very timid about increasing the bill maturity from three to six

months.
Mr. Conlidgé said he was eager to get rid of the certificates.
¥r. Harrison said a different situation exists now. There is=s
something t7 be said for the longer maturity with & greater return.
Give the market plenty of short terms, and some long for the greater
vield.
- ﬁr* Coolidge remarked that the long ones get short. He nﬁid

that Mr. Cagse of the New York Federal Reserve Bank was about the
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only person in New York who objected -~ that the bankers liked the

-

idea generally.

Mr. Burgess suggested that the position might be different
when the market tightens and it is necessary to drop back to three
month bills., Mr. Coolides thouzht we might drop back when we ;uud
less money. Mr. Burgess said he had no objection to the new proposal.
Mr. Harrison said he thought there is an academiec objection, but that
it is not serious, and that there are many arcuments in favor of 1it,

Mr. Moresenthau said that unless someone felt that the 9 month
bills would not Fo, he would like to try it.

Mr. Burgess suggested that we do not try too many new things
at ' once == try the nine month bills now and the new note idea in
six weeks.

Mr. Harrison asked what rate might be expected on the nine
month bills, and Mr. Coolidge said thit he thought.it might be
arouhd .22 to start off and would perhaps work lower later. Mr.
Harrison commented that the baby bonds wers more attractive, and
Mr. Coolidese responded that their vield wns about the best of eny
Fovernments. Mr. Eccles mentioned the 10,000 annual limit on
acquisitions by any one person.

Turning to the conversions, Mr. Coolidre suggested the possi=-
bility of 2=7/8 bonds. If there is a good rate offered, he saiad,
the whole five billion canm be converted, but we can't offer = three
per cent bond at par when the market is at 1033, He said he would
like a long bond of say 28~30 years, but would be willing to eut it

to 20-285 if 1t was thought there would be mmch difference between

(P the two.

Mr. Harrisonm asked if %t were not better for the Treasury
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to have 'a short spread. Mr. Haas said he thought the long spread
better, and explained that such is the British practieca. HNr.
Coolidgze said that we have been able to call the 32-47's, whereas
we would not have been able to had they been 42-47%'s, He thought
the short spread better Yor the holders. He explained that.tha
usual term is, "callable each =six month interest payment date on
three months notice.™

Mr. Morgentheau pointed out that there is no 55-80 maturity
at the present time, and that 55 and 56 are the latest,

Mr. Coolidge asked about how much difference there be
between offering a 2-3/4 or a 2-7/8 et par or a 3 at 102. It
was agreed that offering at par is advisable, and it was said that
we could not offer a 3 et par.

Mr. Morcenthau referred to the relations of (he Treasury with
Congress, and sald that he would like to keep the coupon as low
as possible. He considers that more important than the price or
the maturity. In his opinion 2-3/4 would look good to Congress,
and would help out in opposing the idea of mon-interest bearing
currency. We must get the coupon as low as possible. He would

like to get out beyond *"55 but the prime consideration is the

coupon rate.

Mr. Coolidge observed that we will get a large amount irres-

pective of the rate, of course, but the rate may make the percent-

age more satisfactory.

-

At the suggestion of Mr. Morgemthau, Mr. Upham told of the
ideas advaneed and sponsored at a meeting of the Monetary Forum
in the House 0ffice Building eaucus room last night at which

Former Senator Robert Owen, finaneial writer Hemphill, Hobert M.
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Harrise, and Congresaman Puld-hnruugh spoks.

Mr. Morgenthau said that the agreements reached so far would

be announced, and asked the committee to return a week from today

for a decision as to the details of the conversion offerings,

Mr. Morgenthau supgested thaet he announce at his Press
conference Thursday morning that. no new money would he asked for
March 15th. Mr. Burgess commented that this might put the market
up, and Mr. Eccles added "and get you 2=3/4 bonds.™ Mr. Coolidge
said that he liked the proposal =-- that he thinks it pavs to tell
the market as soon as possible. Mr. H.rrison said that it was
fzirer than "seepage”.

Mr. Morgenthau said that the bill announcement would pive a -
partial explanation for the decision as to no new money on the 15th,

Mr. Harrison said that he thought 1t too bad to have to tell
but that otherwise the talk necessarvy in New York will result in
2 preferred list of informed persons. Mr. Morgenthau said that if
we tell New York we have to tell Oklahoms and Wisconsin at the same
time and that the only way to do it is through the press,

Mr. Harrison observed thot there had been little opposition
expressed to the nine month bills but that there had been no
discussion of the wisdom of exchemnge of a note for a note and a
bond for a bond, without any choice. He said that he was always
acainat a choice, but pointed out the possibility of a choice
being regarded as a sign of weakness 1if it-ig used only occasionally,

Mr. Coolidge said that in his opinion we can now sell $1.8
billion of lonz bonds, and that this is the first time since he

('cama to the Treasury that he hac thought that possible.
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Mr. Morgentheu said to Guvai;nur Harrision that he was
pleased that the Open Market CVommittee had givem diseretionary
authority as to the use of izah;unu.nnn. Mr. Harrison rupliul-
that the committee had followsd the Treasury lesad in the exchange
market, and had come out about the hﬁma place -- about even. Mr.
Morecenthau ssid that the Treasury is not out yet, but that currently
it shows a profit. Ha referred to the brush with the French as
successful, and commented that the "Bermuda plan“'haﬁ been
adopted as applicable to St. Piarrl,'ships being required to show
rroof of landed cargo.

Mr. Morgenthau sug-ested that if the Open Market Committee
will help to shove the market up a little, it will help in securing

a 2-3/4 bond. Mr. Harrison replied that they were "waitine for
G orders.".

O

|
i




Hello.
This is Bob Jackscn.
Hello Bob.

I want to tell you the most startling thing that
happened this morning.

Yes,

They have been forced to admit that this return
was a false return from the very beginning.

Mellon signed it in Washington - he didn't swear

to 1t. They brought it up to Pittshurgh and fixed
it up with a Notary Public in his office to make it
look like a regular return and filed it and they've
admitted that on the stand.

Well I'1]1 be dammed.

They've also admitted that while he was Becretary
of the Treasury he was selling short in the market -

H.M.Jr: That came over the ticker - $78,000

Ji It daid?

H.M.Jr: Yes - I saw that on the ticker.

J: Well you hadn't got this about the false return yet?
H.M,Jrt No I did not.

Well that - oh that 1s a plece of evidence that justifies
everything we've ever done and more too.

H.M.Jr: Well how d4id he come to admit it?

" Well we got it on him. Last night they put this return
in; then they put thelr agent on - Johnson - and he
testified that the thing was sworn to or that the
return was signed in Washington.

.I sea.

It was our information that it had been signed here
in Pittnhur:hﬁ 80 we immediately checked the Notary

Sher ately found out that Notary wa
ﬂt!h‘uﬂ Notary. . e i

I ses.
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H.M.J7s:.

J3
H.M,.Jr:
J32

H.M.Jr2

H.M.Jr:z
Ji

H.M.Jr:
Ji

H.M.Jr:
Ji
HoM.Jr3
J?

B8o that it's just one of those things that wouldn't
happen once in a million in

Just a good plece of luck.
Well ves just horseshoes but
What?

It's just horseshoes but of course we'll have to
claim that we knew all the time

That's alright. Well that's fine. It reads awfully
well in the paper and I liked your gesture about
asking Congress to Investigate.

Well of course the press has not been giving us a
very favorable report up %o now; they've been under
the impression that there iz nothing to the case and
that it was a persecution.
How were the Hearst papers?

. strange enough
The Hearst papers/have given us the best write-up here
locally of any paper in Pittsburgh.
That's interesting.
They've been very friendly with us and they've given
excellent write-ups of the case and they've gone out
of their way to be nice personally.
Well isn't that nice. They have a peaper there.
Yes.
Fine.

went

Yes - the Home Telegraph. Why they even/ so far
they embarrassed me.

Really. Nice things that they sald?
Yes they were very very complimentary.

Fine. Well while this is going on 1'd be glad to
have you call me up. I'm intensely interested.

Well, of course, this was the first thing that was
really & vital break. The break yesterday was rather
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against us on that darn stamp.

H-!.Jl"l m.-

Js But the President will be interested in this
because the last thing before we came up he gave
us his blessing.

H.H.J‘H Fine.

Js Bo - - they can't talk politics any longer.
It'a all justified.

H.M,Jr: Thank you.

Jt Alright. CGoodby.

H M. JIrs Goodby.

. February 20, 1935. . T
Wednesday.
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T el e, T

Harold
Graves:
HM,Jr:

G

B M. Jrs:

G:
H.M.J12

Gz

HoM.d1r:

Gt

HE.M.Jr:
G:

H.M.Jr:
Ge
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Hello.
How tfrt you sir,
I'm fine.

I have seen the Governor, the Mayor and the Police
Commissioner in Chicago.

Fine.
And everything is alright.
Fine.

They're going to assign their offic 88 soon as
they can and we hope to have them I:Ei:nnd by Monday.

Fine.

It seems that there's a strike on here that's worrylng
them some and that might operate to delay the thing
for a few days.

I see.

But there's no question of their willingneas to
go along with us.

You set up a Board there the same way?

The Board here doesn't figure in this proposition
it turns out. The licenges are 1ssued the City
of Chicago.

Oh.

And practicall l{ speaking is in the control of the

Miyor By Hims

I see.

these
8o the Mayor gu:tig:ur can revoke/licensss without
tate lﬂ-.

going to the
1 see.

' 414 talk with the Chalrmen of the Btate Board but
when I found that he didn't have much to do with 1%,

1 didn't pursue that\end of the thing at all.
Well but you got a good cooperation.

L9

I see.




Gz
H.M.Jr:

G
H-H-JI' t

Gs

H.M.Jr:
G:
H.M.Jr:

O3
HM.JT3
Gs:

Good cooperation. Everything is just fine.
We'll let the publicity come later. -

"I think so, yes.

Right.

And I'11 be back Friday morning. I'm sorry but I

can't get there any earlier than tomorrow afternoon
so I'11 not be back until Friday morning

Well I'11 be in Washington Friday, so look me up.:

111 drop in and see you.
Thank you.

You're welcome.

Goodby

Goodby .




H.M.dr:

Ickes:
H.M.Jdr:

Ickes:

H.“-Jr:

Ickess
H.M. Jr:
Ickes:
H.MJr:
Ickes:
H.M.JT3

Ickes:
H.M.Jr:
Ickes:
H.M.Jr:
Ickes:
H.M.Jr:
Ickes:
H.M.Jrs
Ickes:
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He's at a meeting but I'll get him if you want him,

Yes, I want him.

Hello Harold. Have
Mrs. Whittemore in

Yes.

Well what do you think of 1t?

Well just like all the rest of that damn stuff.
This gold decision down here - I don't know where
it's all coming from.

Well I got pretty good reason to know where this
came from.

seen this story about
is morning's merry-go-round?

Where did it come rrml.,.

Why it came right out of your shop
From whom?

What?

From whom?

Well I got pretty good reason to know where 1t comes
from.

Well from whom?
What?

From whom?
From you.

From whom?
From you.

‘Me?

Yes. o | g

It isn't true. Why do you talk to me like that?

h:

- = g ki o
T
)




H. M, Jr3
Ickes:
H.M.Jdr:
Ickes:
H.M.JT:
Ickes:
H.M.JTr3
Ickes:
H.M.Jr:
Ickes:
H.M.Jr:
Ickes:
H.M.Jr:

Ickes:

H M.JIr:2

Ickes:
H.M.Jrs
Ickes:
H.M.Jr:

3&"} .;_m_.

Because I have reason to kmow 8o.
Well what are your reasons?
What?

What are your reasons.

Direct.

Direct from - who told you so?
Came direct.

What?

It comes direct from Plerson.

I don't get 1it.

I say it comes direct from Plerson.
He told you that I told him?

He told = he told - if you want to know he told it
to a person whom I've got absolute confidence in.

I didn't tell him that.

Well that's what he said. You see, Harold, I haven't
talked to the newspapers. I never do that thing.

The story yesterday and the ltar¥rt¢-dur'- those
stories haven't come out of the Trea « If you
and I don't believe on some project and don't =-

Well do you think I talked to Lambert too?
I don't know anything about that.

Woll I tell you I didn't. I have seen him for weeks,
or months.

Well I don't lmow anything about that but this fhing
cane to me Just a few minutes ago and I can - I've

never had personal feeling. I can disagres with

you on whether we build this --




Ickess?
HM.JIr:

Ickes:

H.M.Jr:
Ickes:
H M. Jrs

Ickes:

H.M.Jr:
Ickes:
H.M.Jr:
Ickes:
H.M.Jr:
Ickes:

H M, Jr:

lckes:

H.M.Jr:
Ickes:

H.M.Jr:

Ickes:

H.I.Jr 3
Ickas:

Well I don't --
But this thing --

I don't agree with you that there's beem no personal
feeling.

Well there has been on my side.
Yes I think there has been.
Well--

But quite aside from that I did not - I've never
gaild anything about that to anybody.

Well I'm just telling you what ---
Well supposing that - assumingthat I did -

Yes

There's no reflection on the Treasury, is 1t?

Well Mrs. Whittemore works for the Treasury.
Well what of 1it?

What of 1t? Well it says here "the trouble with
the lady who marries a man high in government with
a broad smile 1= the yacht®.

Well I never made any statement.
she had a yacht.

I didn't know

Well it said so in Greeding®s letter.
Well now look here Henry.

Yes.

Frankly, I don't think it's a matter that concerns
iggh?gwhui, even if I did give it and I tell you I
Well it does —=-~

But I don't see any time involved in anybody saying

;ES:: At's proposed to transfer a woman in order to

place for a man.




Ickes:
H.M.Jr:
Ickes:

H.M.Jr:

Ickes:

HM.Jr:

Ickes:
H.M,Jrs:

Ickes:

H.M.Jdr:

Ickes:

H.M.Jr:
Ickes:

r:nt. that T'm objeeting to is &his, That in

therse's been stuff givem to the
ptpurl :bout people working in the Treasury De-

Well I tell you it did not come from here.
And --

And I sent you a letter this unrni:gr- John Lambert
says that he didn't get it either ectly or indirectly
out of this Department.

And it doesn't do the President any good to have
this kind of stuff appear in the paper.

Well,with all due respect,Henry,I'll - if the
President has anything to say as to what does him
good or not I'11 teke it from him and not from you.

151%, Harold, don't push me too hard on this stuff,
3ee

Well you're doing the pushing.

No because I'm not --

You're insimuating and making accusations I say are

not true, and you keep persisting in making those
insinuations.

And they keep appearing in the papers

I don't give a damn what appears in the papers. I
tell you I'm not responsible. You either take my
word or ruu don't take my word. My Iurd 1s :unt as

good as yours Mr. Morgenthau.
That's alright but the stuff keeps --

Thank you - goodby.
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Tha ¥iA board is on its last
- nemhbers, personally on

Its are as far apart

dly teTms,
ﬂtr:ln,: polez on policlas and

| &S, On E]mmt- EVETY impaor-
::larr E'ﬁu'l?' Hiﬂm t-.h:!'m t“!
president has had to step In
gnd make the decisions.

This was the case in the elg-
grette code. It was even more
so in the renewal of tha auto-
mobile code,

As n result, the work of the
recovery agency has fallen into
a state of confusion and uncer-
1ainty. The morale of its per-
gonnel has Eink o Bero.

That g drastic reorganization

f NRA administration is im-
pfra'.'.*.'t: is conceded by all In
the inner council—except ome,
«pssoriate President” Don Rich-
beTE.

The reason is obvlous.

The board idea was Rich-
berg's baby. He persuaded the
Fresident to turm to it instead
of the oneman rule which
Greneral Johnzon counssled,

Junking of the Board, there-

fore, would be a serious blow to
Richberg. So0 he is vehemently
denying that it Has proven a
flap and is inslsting that it be
retained.
Buthe handwriting is on the
wall" .nd none know it better
than che board members them-
felves,

Three of the flve—Chalrman
8. Clay Williams, -Arthur E.
Whiteside and Sidney Hillman
—are making no secret that
they intend quitting just as soon
a5 they can conveniently do so.

o O W

Donald R, Richberg Ia vu—r
unhappy.

He iz not falking about resign-
Ing, but to friends who eall on
him he jnveighs at great length
and with much bitterness agalnst
his former laborite assoclates
¥ho blame him for the renewsl
of the auto code.

Above all, Richberg ressnts
what OGeneral Hugh Johnson
has been saying about him in
the Baturday Evening Post,

"Thoze articles justify the let-
ter I sent {0 the publishers
ugriing them about what John-

fom would say about me.
E & @

A thakeup of personnel in t.‘;ql
povernment of Puerto Rico 18
impending,. But it awaits one
thing — the eccentricity of
WOMan,

The shakeup provides that
Benjamin J. Horton, now attor-
ney general of Puerto Rico, shall
be ealleetor of customs, and that

Jean Whittemore now collector
ﬂﬁm ahall be transferred
_ perth in the USA,

Go-Round

I'hl‘tummhnﬂ mnmnunﬁlrthlmﬂm hﬂ.u-rml:!ﬂnfnrthtmn
% 1934 and 1935.

anxious to'be transferrad. ul.n
Juan iz & delightful place. Fur=
thermore, the ecollector of Inter-

nal revenue enjoys the use of &
beautifully esquipped ﬂﬁum

ment launch.
*The trouble ithe ."
A man _ »

Ly

(Tovernment wilh & Broad
% v |

—

A new kind of labor board
soon may be in operation.

It would seek to provide more
effective protection for Bouthern

control program and in general -
enforce the labor provisions of
AAA crop control contracts,

Hundreds of complaints have
been recsived by the Agricul-
tural Department from tensnt
farmers charging that planta-
tlon owners are driving them
from the land, forcing them to
work s day laborers,

This is contrary to the cotton
acreage réeduction act which ape-
cifically provided that owners
shall “permit all técants to con-

tinue in the occcupancy of thelr

The Washin

By George

on is going to play ball better
with the boys up on Capitol
Hill. The latter are tired of
shouldering their reputation of
belng & “rubber stamp.” The
4,880 million dollar works-relief
bill, which nobody apparently
sgponsored, but which was
rushed through the House
under the welght of the
payehie influence of the Presi
dent, put the lid on,

The new NRA bill {2 golng to
be a committes bill. From now
on 20 will all other blg meas-
ures; The only exceptions will
be In those cases where the
President assumes direct e
sponsibility for a measure and
plainly states that he wants it
s is, without the crossing of
l Tll

this reprmnl‘.u a blg
change in the psychology of
Congress, and especially of the
House, Involved in it also la
s matter of major political
strategy House leaders are
convinoed that the reputation
o g
gtamp" i=n't h u
Houss fitself or ita Individual
membars.

Thers u reason to  believe
Bpeaker Josa Byms has ex-
pressed this view in very high
guarters, and t’:hi.:t he n.lrlﬂd. &
very Importan genarally un-
known, part in insisting upon
the reestablishment of the con-
stitutional independence of the
legislative branch of the Goy-
gernment. That there was gen=
unins scgulescence in this view in
the aforesald” high quartsrs
geems certain. Everything har-
monious! 8

W
The net result will be that the
\/ays and Means Commitise

n Sideshow

thwell Brown
~ha Administration from now

tinilng NRA. There will be no
draft preparsd . -and
semt to the Capitol markasd:
“Pleasa stampl” Naturally, the
executive branch will inform
the committes of such deas as
it may desire to have included
in the measure. But the main
point {s that the committes it-
pelf will draw that bill. Nat-
urally, itz own jdeas will go
into it, too. Bwall the
five-billion more nearly choked
the House than is commonly
reglized. The Senate iz at this
moment choklng on it

" R W

Incidentally, there 15 reason
ta believe that in certaln guar-
ters outside the House there
was a strong desire that the
new NRA bill shoiuld go to Bam
Rayburn's Interstate Commerce
Committee. Both that one, and
the Judiclary Committee had
stronger claims an it than Ways
and Means. But Speaker Byrns,
at a White' House conference,
with Rayburn present, &an-
nounced he would refer the bill
to Ways and Means, Hes Was
fortified with a parllamentary
opinion that Ways and Meana,
having had original jurisdietion,
wis entitied to it. That settled
it. Bo Ways and Means gets it.
Very quietly thus was enhanced
t.hl estige of the Houss and
tﬁ speakership. And it's

gund D-muzmrlﬂc pnlltiu, toal

m;mem:d wt:rmu in pub-
lie Ufe in Washington see in the
Bupremes Court’s declsion as to
the gold clause In’ Government
obligetions, the ralsing of =
momentous political issue, that
may rock the country for the
next 30 years, It may turn out
to be the greatest political issue
of ‘the kind since 18 to 1.

will itself draw up the act son-
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ernment’s
tion owner until he complies

with the law.
. &

Genlal Tom Hewes, Etr.d.l.l

Arsiztant to
into the Btata nt ]l.rﬁ
room looking l'm* B t.hlu
“I want,” he said, *
ward iss instead

strated it with one
smoothest puhllcil;r stunts sesn

inuh!.n[tnn moons,

That 15 the real low-down be-
hind the wim-lr fanfared story
that Gen. Robert E. ‘Huﬂd,.
president of Bears Roebuck & 5
Co, was appointed “principal'™

adviser to the President on the |

allocation of the $4,800,000,000
work-rellef fund.

Tha real fact iz that Roose
velt did not appoint the Chi-
cago business man to any-
thing.

wmt appointing was duug
was performed by “Uncle Dan
and the agency to which Gen-
pral Wood wes named has no
official status and will hl“-
nothing to do with deciding °
how the amployment-2reating
money will be spent.

W'Il.l-t pctually happened was

this

G-EI:IIIJ Wood nt%
l:hl.l.rm.m of & :mnmlttu
"Buslneas Advisory and Plan-
ning Council” Both the com-
mittee and ths councll are the
brain<children of Foper.

Made up of hirh:ulinm men,
the two groups Y& T more
relation to the Government
than any othet unofficial body
of men, Their announced pur-

pose 13 to suggest plans to the §

Administration on how to com-
bat the depresslon, '
Thelr real purpose I.ihm-‘

the limelight—an  obhjeciive to
whlr.hh-udmtuuﬂﬁhw
snd for whica he recenily sm-
& high-pressure
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H.M.Jr1
B:

Hi“iJl‘:
B:

Hello?
Hello.

Hello, Mr. Speaker, Morgenthau talking - Hello?
Hello

They said you called me.

What?

Is this Speaker Byrnes?

Yes.

Morgenthau.

Oh Morgenthau. I thought you said McIntyre.
No.

Oh Mr. Secretary I was coming down there. I don't
know now whether I have time or not. You know you
called me yesterday.

Yes.

I discussed that matter. I think that - I don't

know whether 1it's gufficiently strong for you to

give it serilous consideration or not but there 1s

aome feeling up here you know along the line you said.
of course it's wholly unwarranted but at the same time
it exists.

It does.

Now to show you, let me give you an example and I

hadn't thought of talklng to him sbout it. Madrick,

that new member, was making & speech on the floor

of the House sterday for about ten mirates and he

wae talking about inereasing our armaments you

understand., That's what he thinks and I happened

to be sitting on the floor and when he got h

he came over and sat down me and I complimented
ech because I though ltti good one

and he said "now you kmow I th 0 thii: :

T don't sec¢ any grest reasorf*Bo many F

He says as a matier of fact there's a big - over two

pillion dollar surplus down in the Treasury.

says I think we could issue

ﬂiﬂ*ll-ﬂ! inflation. Well

you

r!_jult wrong ebout that now. But at the same
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B:
HeMoJrs
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time that was his opinion.

I see.

I'm just giving you that as the views of some of them.
Now how general it is, I don't know but that was his
idea and that came, as I say, voluntarily from him.

1 Bee.

He just had that idea and I think that's entertained
by some of the others up here.

Well I certainly appreclate your calling me.
Yes. Mr. Secretary.
Yes sir.

In regard - who ought I communicate with about some
of those Baby Bonds. Can you tell me.

You mean as to information?

I just want to get some information about them.

"Well I'1l be glad to send somebody up to see you.

Well what I want 1s are there limltations on the
number sold to an individual.

You can buy - any individual can buy up to $10,000
in one year.

1 was thinking about getting some of the Baby Bonds
myself.

That's fine.
Some of the $1,000 ones.

 Well any individual can buy up to $10,000 in one year.

Well now I had better make my applicmtion, hadn't I?

Yes.

Right away.




H.M.Jdr:
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H.M.Jrt
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H.M.Jrs:

I'd be glad to handle it for you.

Well that's mighty good of you. What shall I do send
a check or what?

If you send us a check we'll be glad - when we announce
it to ennounce that you bought some.

What?
We'll be glad, if you don't mind.
Well I don't kmow.

You send me down a check personally and I'1ll be
delighted to take care of 1it.

I don't know whether my credit is worth your being
delighted to take care of that or not.

Well --

But - shall I send that right away?

Why anytime between now and the first of March.
Alright, thank you so much, Mr. Secretary.
Between now and the first of March.

Thank you 8o much.

Right.




February 26th

At the 9:30 meeting to-day, H. M, Jr. brought
up the question of the McKellar Amendment and what we were do-
ing towards helping the 1200 men get their pay. Mr. Gaston
suggested that he would get Gridley, of the United Press, to
send word around to the editors of %heir newspapers asking
them whether they would not help these people along by running
editorials in thelr papers. H.M.Jr. then telephoned Senator
Glass and attached herewith is their conversation.

A discussion started on the pink slips and
H.M.Jr. stated that he would not take a position on the income
tax publicity. He has told everyone who has questioned him
that he would carry out the orders of Congress.

H.M.Jr. told Bell that he wanted to print
$50,000,000 more of $10 silver certificates and wanted these
sent out to the Federal Reserve Banks as soon as possible.

H., M, Jr discussed with Mr. Haas, Coollidge,
0liphant and Bell to-day our banking system and our currency
system. It 1s Mr. Morgenthau's ldea to separate commercial
deposits from checking accounts. 90% of our currency is based
on checks. When banks want to become ligquid, they call in
loans which they have made to factories, etc., and, therefore,
contract the amount of business that factorles can do in order
to get enough money to keep checking accounts liguid on account
of fear of having a run. If these two functions are separated,
he wants to find out whether we could not stop from happening
what occurred in 1933 when we had all of our bank failures.

H.M.Jr. called the President and told him
that we have a number of people on the hill representing the
Treasury on the Security Legislation - this was asked for by
Congressman Doughton. These people reported to Mr. Morgenthau
that a young man by the name of Ellliott 1s really representing
the administration on the security blll and that everything
was at sixes and sevens. The President inquired who Elliott
was and H.M.Jr. told him that his title was Legal Adviser to
Miss Perkins on the security bill. H.M.Jr. also told the
President that Congressman Doughton snd the Democrats were all
fighting and everything was in a terrible condition., Miss Perkins
had said that she was going to carry on the security legislation
but she has been so busy that she has had to designate this
young fellow Elliott. Things were getting worse hourly and
H.M.Jr. suggested that the President take this up with
Miss Perkins.
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H. M. Jr. also told the President tha.
Miss Roche had been talking to the labor people over the
week-end and she states that the labor people are terribly
upset over the $50 a month wage. There 1s a great deal
of hostility. H. M, Jr. felt that inasmich as Senator
Wagner and Costigan were very sympathetliec and wanted
to be helpful, that the President might want to talk fto
them and, through their help, perhaps break this Jam. The
President sald that the labor organization went into this
thing with their eyes open. He also reminded H.M.Jr. that
they only represented three million people. He said he would
be glad to talk to Wagner and Costigan but he felt that we
would not be able to compromise. The President alse said
that he would call up Doughton on the security legislation.

H.M.Jr. reported to the Presldent that
gilver was up to 56¢ and that India was buying spot silver.
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Hello. Morgenthau, Jr. talking.
Carter 3
Glass: Yes.

H.M.Jr: Good morning Senator. How are you sir.
G Fairly well, thank you sir.

HeM.Jr:2 Senator, I'm calling up about the Treasury
Post Office bill. Do you think there 1is
going to be any chance to get that out?

Oh yes. I think its going to be good
enough maybe the latter part of this week.

The latter part of this week?
Yes.

Well that will be grand. I saw that the
Senate got out the Jeffsis Commerce bill
and of course ours passed - came over first
and I

The reason for that was that I was engaged
with this five billion dollar bill.

Yes, so I've read.

Senator McKellar was Chairman of the
sub-committee having in charge the State
Justice Department. I told him to go shead
with his bill in order to have 1t out of the
way so0 that we should get to the Post Office
bill.

And you think you'll get to the Post Office
Treasury the end of the week.

I think so - yes.
Well that will be fine.

The next bill that will be conslidered 1s the
Distriect of Columbia bill which came over
first of all, but it had not been considered
because Senator Copeland, who 1s a very
active member on the Committee, was out of
town on account of the accident to his wife
in Florida, but I think this Treasury Post
Office bill will be taken up the latter

part of this week.




-l.[

00 N

r
H.M.Jrs Well thank you very mich. ;
G: I'11l communicate with you as soon as its done. i
| H.M.Jrt Thank you. Goodby.

i, -




February 26th

John F. Bincleir came in to see Mr. Morgenthau
to-day and had with him a letter from the President of the
Mexican Mineral Association called the Credito Minero Mercantil
in which 1t authorlzed him to negotiate with H.M.Jr. for a
contract for from three to five million ounces of silver a
month, H.M.Jr. told Sinclair that he did not do business
with any intermediary but he did deal directly with the
Central Bank of Mexico on the purchases of any silver.

H.M.Jr. does not trust John Sinclair and
recalled to Mr. Sinclair's mind the impertinent P. 8. which
helgdded to his letter of October 23, 1934 which 1s as
follows:

RBls 1t fair, therefore, to conclude that
the Treasury 1s in the market for the purchase
of large volumes of silver at this time?"

Mr, Sinclair sald that he agreed with Mr. Mor-
genthau in that he had no right to ask this question. The
meeting ‘was very disagreeable because Mr. Morgenthau told
Sinclalr that he did not want to do business with a man who
used the tactics which Sinclair did and of course Sinclair
"begged™ to be forgiven.

H.M.Jr. immediately telephoned Burgess at
the Federal Reserve in New York and told him to get a
message to the Central Bank of Mexico and have them tell
the President of the Credito Minero Mercantil that if they
have any silver to offer the United Btates government they
did not have to hire anyone, that you were our Fiscal Agent
and that they ought to do business through you.




H.M.Jr: But I want you to handle it for me just the same

Burgess: Yes.

H.M,Jrs I had a man by the name of John F. Sinclair just
came In to see me.

John F. Sinclair.
Yes.
I know him.

With & letter from the President of the Mexlcan
Mineral Assoclation called the Credito - Cr e d i1 t o
Minero YMercantil S A signed by the
President, in which it authorized him to negotlate
with me for contract from three to five million
ounces of silver a month, see? Now I don't know who
weée buy our silver thr:ugﬂ - I know we buy 1t from you

and you get these telegrams, don't you?

{

H.M.Jr2 You get them from the Central Bank in Mexico.

B: Yes.
Hello?
B: Yes.
H.M.Jr: I think that's the way 1t is, see?

B: Yes.

H.M.Jrz Well whoever you get your telegrams from, I want
to advise them that I don't do business with any

intermediary, see.

Yeas yes.

I don't ¥now - God knows what this fellow told him,
but I want to get word to him that we don't do

any business through any intermediary and we'll do
business - that you're our agent and if anybody in
Mexico has any silver to offer, they should offer
it to you, but I won't do business with any middle-

man, See.




403

- P =

B Now do you want me to talk to Sinclair or -
H.M.Jr: No no no no no. As I understand it, it's the
Central Bank of Mexico that sund:ftﬂnsn telegrams.
us
Oh yes yes.

And I'd like you to get this message to the
Central Bank of Mexico.

Yes yes.

And let them tel. whoever the President of the
Credito Mercantil is, that if they have any
silver to offer the United States governmment they
don't have to hire anybody.

I see.

Because I'm afraid this fellow may say the boys
sold me down the river.

Yas.
You see what I mean?

Yes.

But T want to get this word to the Central Bank
of Mexico and let them pass it on, see?

Yes yes.

Don't you think I'm right? I Know I'm right.
I don't want them to think that we do business
that way up here.

B Yes 1 see.

H.M.Jr2 And I'm very anxious - after-you're my fiscal
agent - you in turn give that information to the
fiscal agents of Mexico.

You think that this company employed Sinclair
perhaps.

Oh he had a letter from them, authorizing him
to be their agent - him to be their agent.

1 see, yes yes. I wonder whether the way to do
1t would be to tell Sinclair.




Hello
H.M.Jre ,'I have Ilr.tdi - lu in
: ‘Hy office. ¢ just llﬂi tlfftﬂ. told

. I wouldn't ﬂn m-mn with any intermediary.
B! :"I-l yes yps.

H.M.Jrs _He had tears in his eyes - h- was tml-blr upset.
' told 'him I wouldn't do business
niddleman but I want to get this word from
I;dﬂ'll Reserve of New Inrk to the Central Bank
Mexico.

: B: I ste. I see . Well we'll find a way to do it.
H. M. Jrs Thank you. | e 5
B: Alright sir. . _ ;
M. Jrs Goodby. e piua

February 26 1m.
Tuesday. ;




e H.M.Jrt

Lol mu Mr. Secretary.
H.M.Jrs Kow a¥e you sir?
Bs Fepling fine.
B. M., Jrs i"ﬁt word you called me yesterday.
Bt H6'I - well yes I did call but I didn't
}ltilﬂ to bother you about it. I don't thimk
asked that you call me. I'm not sure.
ll- H.M.Jr: Well just the fact that you called me :I.lrmh

Bt

El"l -Il'l

Be

H.M.Jr:

h
H.M.JT3

H.M.Jr:

Hello.

for me.

Well that's fine of you. I appreclate it. Now
1111 tell you what I called you about but I'm

not going to bother you with that. It was more in
response to our friend, Bell, who represents Kansas
City on the amendment. He's got a bill up here
which he's press you kmow. Made a speech yesterday
in regard to this Publicity Clause. He asked me if
I we mind ca you, 20 he could come down and
talk to you about it. Well I understand the
Committee is in touch with you and I would presume
that you wouldn't eare to talk to mi individual
on that who comes down there about it.

Well I'1l1l talk to anybody you send down.

Well T know but there's a question whether or not
I ought to do it.

Well I don't mind.
Wat?
T don't mind.

Well I'dm't' know now, I talked to him ru'ﬁ-;'m
ndon and I don't Xnow now whether he's going tc: o=
: [ 4 he wants to come and he presses you, you

:ﬁ]ﬁl down.
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Wkl now that's might ‘ﬁc':l-m of ‘you, But 1f ne”
dovente m- I'm not going to 45 1t.

Jet me tell confidentially whit my positi
i i
Bt Tor,

£ ML Ir Y50 Vell me 1f you think T'm right.
that T'a going to take unm:iﬁm

I1'm here to carry out the will of C
anything that Congress does 171l

CAalls

b i

H.M.Jrt But I will not express preference - 1 say 1
don't think 1t's up to ::!tu express a preference.

Bs I do#i'¥ think so either.

H.M.Jrs Had Congress passed this law last year, we're going
ahead to make our plans.

B: If they want to repeal it, they can do B80.

H.M.dr3 They can do so, but I will not express any opiniom
one way or the other.

Bt T think you're clearly ; 1 think that is the
sorrect positiom. of passing the buck
“ Mj rﬂu m-

1 know.

Y believs that is the position and if you let
that be kmcwn and —-

Well I'1l have to answer Doughton's letter and
that's the way 1'm going to answer it.

r.l.sﬁ about it and let ss act.
't mind tulliutnn, 'm in
1 don't see much t 18 to be
renendous demend. WNow, of
'a 1imited number you knew,
e who don't want their returns
are necessarily limited. The' great
_body of the people don't pay any income tax, eto.,
at I'm Just thMnkmtI'luh-I




ElI.th

!“ Mﬁu are right. Let Congress take the

Well, wmless ﬂ'l tl'ﬂ. me I'l wrong, that's the
plihun, I'm going to take.

¥ell I think you're clearly righv m

Thanks very much and if this gentlemen wants to
see me and he bothers you, you just send him domm.

Well I dom't think he will, but that's vhat I
called you about yesterday.

Well thank you very much, Mr. Epuktr
Alright, thenk you fér calling.
Goodby .
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H M. Jr3

Morgenthau talking.
Alright Mr. Secretary.

I got a note yesterday that when I came in to-day
you wanted to talk to me.

Yes. I want %o talk to you about this agitation
that's going on about repeal of this publicity
ciause of the income tax law ==

I don't hear you very well.
I want to get your reaction to 1it.

Well I talked to the Bpeaker about it about a
half an hour ago and I told him how I felt and
I told him that I thought as Becret of the
Treasury that my position was the fo ngs:
That I am here to carry out the will of Congress
and that we're making our preparations to give
this matter publicity, but 1f Congress wanis to
change the law, while we'll abide by whatever
they do.

I understand you always do that.
The Speaker thought that I was ahsolutely right.

Then you're mot going to take a position here with me?

No. I asked his advice and he said Morgenthau
you're absolutely right.

! favor of repeal but I doubt if we could do
{tlﬁiguan we had ngalxpralsiun from the Administration
that 1t is desirable - I doubt it very much.

Well I don't - as far as the Treasury is concerned,
1:'rl going to stay absolutely neutral.

I don't want %o delay this other Economic bill.
Well that's going to be our position.
Well we're glad to have that.

Alright sir.
Has the President come back?

Gets back Thursday morning.
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H.M.Jr:
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H. M. Jrs
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Thursday morning. Well we '"re working hard
on this Economic Security bill.

I kmow you are. I hear you're having some trouble.

Ooh 1t's the most dificult proposition - ubnut six
or eight bills in one.

I know.,

It's like sailing on an uncharted sea.

When I went up there - before I went u there
1t was the damnest bdbi1l I ever testified om in
oy life.

Well we'll see you before long.

Thank you.

Thank you very much for calllng, My, Secretary.

Thank you.

February 26, 1935.

Tueada v .
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Hello.
Hello Mr. Bacretary.

Where are you ?

I'm just between trains in Raleigh.
Oh I mean where are you now?

Oh I mean Atlanta.

Oh, well I didn't know - have you got a - what

I wanted to tell you was this. In this report
which Peoples i1s making to Glavis, see, in this
thing - it bas only come out recently - Glgvis
hag made charges against you and Reynolds - hello?

Yes I'm listening.

And I'm am putting in this statement Peoples
is saying that the Treasury Department investigated
:& Roberts and found no ground for the charges

9.

That's 0.K.
Now I didn't want to put - that is most likely
going up on the hill but I didn't want to do

a th like that without finding out from
if it was satisfactory, £

Well don't you feel and I feel that you had a
perfect right to look into the situation and

see if there was any grounds?

Well I think so inasmuch as we made an independent
investigation. The charges were that there was
some sort of relationship between you and Btewart,
and we made an investigation and we found no
grounds for the charges,

That's perfectly alright.

And we're saylng so.

That's perfectly alright.

That's alright.

And another subject while we're on the phone.

Yes.




Rs You know the man that you say I'd better
watch out for.

H.M.Jr: Yes.

R He hasn't been in touch with me at all and
he rather dodged me the other day but I ran
upon him at a dinner and I think that he didn't
want to have anything to say because I know he
sort of feels that he might be on the spot himself.

H.M.Jr: Well I see, but I just wanted to let you know
because you might pick up the paper and see
#lreasury investigates Robert". Well they did
but they found that there was nothing to 1t.

Well that's perfectly alright and just as I told'
you and I recall I wrote to you I accept full
responeibility and I know my ground, don't you
understand?

H-HIJr= .ﬁ].'l"i‘ht-

Rs I understand it, Mr. Secretary. That's perfectly
alright. I'll be back Monday. I'll be in New
Orleans in the morning and -—

H.M,Jr: Well leave word so we cen get you at anytime, see?
0.K.
Thank you.




February 27th

Senator Pat Harrison called up and asked
¥Mr., Morgenthau to designate someone to represent the
Treasury on the Townsend plan., Mr. Haas and Oliphant
said that we should not send up a representative and
¥Mr., Morgenthau disag-eed with them. He sald that he
could not antagonize Senator Harrlson and that if he
wanted someone we had to ablde by his wishes.

Mr. Morgenthau then telephoned Frances
Perkins and she saild that she had testified on it
herself and so did Mr. Witte and she too =aid that
if they want the Treasury to testify we could not
turn Senator Harrison down.

Mr, Morgenthau then telephoned Senator
Harrison and asked whether we could not send our
Principal Actuary up, & man by the name of Reagh, and
Senator Harrison was satisfied.
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Hello?
Henry.
Yez - hello Pat.
How are you,
I'm fine.’

I'11 tell you what I'd 1ike done and several
of the fellows wanted done. This fellow

Townéend ceme before my Committee on this 01ld
Age Pension stuff.

Whatt's his name?
01d mdn Townsend,
Oh yes Townsend, sure,

And his expert and I like for you to have some
man in the Treasury, who can handle it, look into
his testimony from every angle, analyze his bill

before my comulttee and Just tear it to pleces as
to the cost, etc.

Right.

You see - now who have you got there that'!s first
rate?

Well it will teake me five or ten minutes to check -
I don't -~ T think the best fellow - I don't know is
Haas - H a a s, but do you want me to call you back?

No because I've got to go.
1'11 call you back in the morning.

Alright, 1I'1l tell you. He can get a copy of

the hearings. He appeared before my co tee

&nd he also appeared before the Ways and Means,

and I like for this fellow just to take it and the
bill, take the testimony of this fellow and take
his auditor and just be ready to come before my
committeej; he can write out a statement if he wants
to Just to show the ridiculousfiess of the thing.

Well Pat I'll assure you it will be done and it
will be done well.

Alright.




H.M.Jr: Who will do it, I just don't know.
3 Alright.

H.M.Jr: But I agsure you it will be done.
H: | Alright,

H.M.Jr: Thank you.

February 26, 1835.
Tue sday.
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Hehry talking.

Jes.

How are you?

Alright Henry.

Now listen. On this Dr. Townsend plan.
Yes.

I think you wished me & nice one on that.
Yes.

Yes. How would it be if we send our leading
aotuary up there?
Well it's alright whoever you send. The only
thing is that 1l'm Just trylng to present a basis
to tear down this fellow. He'll ask him all the
questions in the world, but I wanted somebody who
can Jjust analyze it and has that ability to do it,
to show the foolishness of the thing and the
impossibility of the government .of financing such
s proposition.

Well this fellow Ray, 1f we send him up, he's
capable of doing that. He's our principal actuary.

Well that's alright.

Bee T

Yes.,

So anytime you want him.

Well tell him to have his stuff ready. Have
him prepare a statement on it, as representing
the Treasury.

He will.

Now let me ask you.

Yes.




I've got a meeting of my ccommittee this morning
and there's been a lot of requests, ete, it's
propeganda, of course, to repeal tﬂiu publicity
stuff on income tax returns. Now does the Treasury
recommend anything at all on 1t?

Well I'11 tell you just what I told Bob Doughton,
when he called me yesterday. I told Bob Doughton
that the Treasury was down here to carry out orders
of OGongress, see?

H: Yes.

H.M.Jr: And whatever Congress decides is 0.K, with us.

A U et s e e SR SRR

Yes.
And we're going to stay striectly neutral.
Well,of course, my owmn opinion 1s that the
Benate will not repeal this puhliciti stuff,
and certaln they're not going to do 1t unless
the request comes from down there.

HM¥ Jr: Well it won't come from here.

H Well that's alright then.

HeM.Jdrs No, we're going to stay strictly neutral.

H: It won't give all the trouble that these people
are trying to propaganda, will 1t?

H.M.Jr: Well I don't know, but we're Just going to stay
strictly neutral and whatever is done up on the
hill is 0.K. with us.

H: Alright Henry.

H.M.Jr: llright.

He So long.

H. M. Jrs Goodby.

February 27, 1935.
Wednesday. :
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Perkins:
EN.Jre
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H M, Jr2
H,M.Jr:

H.M.Jr:

Hello Frances.

Hello Henry.
How are you?
And you?
Just fair,

Frances, I had a v ent call last night
from Benator Pat Harelpes. e

Yes,

And the message was this: Would the Treasury
please have their best man or woman study the
Townsend plan, the testimony before the Senate
and the House and be ready to come up and tear

it apart?
Yes.

D{ course, we've never been in on the Townsend
plan.

Nobody has.

And you're Chairman of the Committee and I don't
want to make any move without consulting you first.

Well I have testified on it - in regard to it -

and I sald that it was fantastic and that i1t would
absorbe about half of the national income, going

to a small group like that and that it would result
in inflation, because I'm speaking expertly on the
financial aspect of it. I think that you can - Witte
knows:a lot about it, If you want Witte -~ he knows
the plan. What the Treasury would say would be

a Treasury thought, of course.

Well we're not erazy about going up there on it.

I don't know why they need sworn statements on it.
Haven't they got brains enough to do it thsmselves?
I mean they know what it is, Everybody has been
asked that has sense at all. It's on record.

1 think we'll probably have to do it, don't you?

Well he's a very difficult man to refuse becauss
hets always been so friendly.

E::{*iliuuld do it I think Henry but I wouldn't
want to make an elaborate study.
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Well I wonder if he knows that Witte made & study?

He Imows that because Witte testified and I
testified. What he wants is to have the Treasury
of the United States say it won't do, you see?

I mean they can use that to their constituents

Egktnihﬁgn%lﬁsrr can anything else. I think that'i
I see.

And T wouldn't have & man put any elaborate st
on it because it's a waste of time. i

No.

If you want to send Somebody over to see Witte,
somebody who is going to testify for you, he
can do it. T daresay that Haas has the requisite.

Yes.

It's a plain proposition which Frnridaa a sales

tax and under the sales tax you're to pay every

:gud person $200 a month, but they must spend 1t
thin 30 days.

Spend it within 30 days?

It's the old Bupt money idea, you see? Theytve
got to spend it within 30 days.

Yes, well I never even read it.

Well that's what it is - $200 & month - spend it
within the month in which it i1s paid and the

is to be raised by sales tax. Originally it was

to be raised but then they come to think
of that, ©So 1t's very brief. It has a virtual

B iejty - anybody can understand it, but they
can't understand the government plan - it's too
complicated.

I see. Well then I ought to be able to understand
it.

Yes, Well I mean it's simple - Simple as a word.
I mean you don't think of the thing having any
economic or financial aspect - simple. But you
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see what it is. It's preposterous. Seven million

pPeople persons 65 years of age and over and you

multiply that by $200 a month and multiply that

by 12 and you see where you come out and of course

the theory is that they're go to spend it and

;hnt';p:uding makes it more difficult - God knows
or what.

Well thank you very much. I'll eall him up now
and see what I can do.

I think it's alright. You can send somebody who
can demolish 1t in ten minutes. There's nothing
really to it, except it won't do. Alright Henry.
Thank you.

Goodby.

February 27, 1935.

Wednesday.
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Hello - Joe?

Joe

Robinson: Yeas.

H.M.Jr: This is Henry.

Who?

H.M.Jr: Henry Morgenthau, Jr.

R: Yas Henry.

H.M.Jr: I've just been talking to Oliphant and Opper about
what we were susﬁaaad to do as & result of that
meeting at the ite House Friday at 5:30. Now
there seems to be considerable sunderstanding
as to what was or was not to be done but I remember

Ega:ttha President asked you to interest yourself

H: Yes,

PR N R — e

H.M.Jr: And this 1s not for repetition, see?
R: Yes.
H.M.Jrs But that lawyer who was there - Foley - told Opper,

my lawyer, that the minute that Joe Robinson
wanted the file, hBe'd send i1t on the hill.

Yeas.

R e STy the Bresident DaCaRe 10
went on the hill. Hello?

Yes.

Wasn't that your understanding?

That's perfectly 0.K. so far as - yes - you go.
Is Jim in town?

Yes.

But he doesn't want to see 1t?

Yhat's that?

i
i
i
|
|
|

He doesn't want to see it.
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H.M.Jr:

H.M.Jr:

R:
H.M.Jr:
Rz

HE.M Jr:

Rz
H.M.Jr:

R:
HM.Jr:

Rs

He doesn't want to.
Oh I:I.ﬂ._

Well I think if you could do this. I don't
think that ought to go up on the hill certainly
before Friday, see?

Yes.

S0 that the President will have a chance to see
it, if he wants to.

Well is he to see that again?
I don't kmow.

Ho I didn't understand that he wanted to see it
again. :

Well I mean from a previous meeting.

Yes, you see, because that was completed that night.
Was 1t?

Sure.
Well I didn't understand that.

He saw all he wanted.

Yeos.

Well let me ask you this polntblank question.
Whose job was it to produce the lost letter?

Well that will be taken care of from this end.

Thatt!s what I thought.
Treasury.

No.

see they - Foley's hrinﬁi pressure
f::;iln::-;::ﬁnﬂ. thgz; phntnglts an g"ﬁ'ﬂliﬂtliﬂlﬂ
it wasn't up to us.
.ﬂlllhlﬁiﬂtllr not.

“That's what I understood,
BT e

Absolutely not,

It wasn't up to the
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H.M.Jr:

Ri

H L] H-IrL
R3
HM.Jr:

Hi

H.M,Jr:
Rt

H.M.Jr3

I mean it isn't up to us.

i!rjn;; What has he got to do with that? All in
e world he's got to handle is h:I.IE"uln - hello

,H..:Illﬂ.-

All He's got to handle is his own part of this
thing.

Well he isn't handling it the way they said at all.
They're trying to make.us produce that and I've just
had Opper ;n& nl%ghﬂnt in mE nﬁtini and I guagagh
my memory 1s pretity good and they say on the:

of January the Post urfiaufh::ntha written letter

s

and they would produce the original. We wouldn't
produce those photostats at all. Hello?

You see —-
Isn't that right?

Yes. All in the world that he has to do is to send
u 1thl record of that particular department, that's

Yes, that's right.

And then with respect to anything that you may
want to show, that comes later,

But those photostats - it's not up to us.

Not at all.

But also to check memory they sald that Peoples
should answer that letter and answer Glavis,
wasn't that the 1dea?

Well he must be prepared to do that.

Yes that's right.

!“- Wé wanted to find out what he did as a
Tepuls of that memorandus.

Bt  the explanation of how the letter came to be
refprned - was that up to the Post Office or to us?
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H.M.Jr:
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H.M.Jrt
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H.M.Jr:
R:
H.MJ rt
R:
H.M.Jr:
R:
H.M,Jp3
R
HM.Jr:
Rt

H.M.Jr:

Yes - that's up to the other people.

ﬁf to who? |

!ﬁt to you.

Up to us.

Hat to you.

Not to us.

Not to you.

Not to us. That's what I thought. Well Foley's
:::::;.;nt a very tricky memory or a very csreless

Yea. Well this matter was left in my hands. Of
gourse the point is that they went ocut in advance,

No Foley stayed till the last minute.
Oh 414 he?

Yes.

‘Well I must see him then.

No Foley stayed until the last minute.
Yes.

Bee?

Yeos.

He heard everything - he stayed behind.

Yes.
Joe you know me pretty well.

I LT

And I'm telling you there's quite a mimup. Now
that's only for you, see?
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But as I remember, it was left in your hands.
Yes. Well Ir1l get busy on this thing.

Will you Joe?

You betcha.

Now what I'm telling you 1is absolutely between
the two of us. ;

Yes.

Have you got somebody on your wire?

Well its ah ah --

Alright Let me know tomorrow, will you?
You betcha.

Eee?

Alright.

And you're the only person I'm having this
conversation -1:1:11.

0.K.

Alright.

N R R

T e T




Rz

H.M.Jr3
R:
H.M.Jr:
Rs

H.M.Jr:
R:
H.M,Jr:

R:
H.M.JTs
Rs

H.M,Jr:
R:
H.M.,Jr:
Ri
H.M.Jr:
Ri
HMJr:
Ri

Hello - hello Henry.
Hello Joe.
Everything is 0.K.
‘HI_.';l.t does that mean?

Well I mean that everything is moving along
&ccording to schedule.

Fine, and nothing ahead of schedule?

No.

When 1s the thing going up on the hill?

Well I think that the statement will be ready
tonight, but the President will want to see it
the first thing in the morning.

I see. You mean the Ickes statement.

No no I mean the other one.

Oh the other onme.

Yes.

Fine.

And its very important, from my point of view,
to see that that statement gets up first.

Oh you mean our mutual friend's statement.
What's that?

The Farley statement?

Yea.

That that gets up first?

That goes first, yes.

Well you're seeing that that does go first T

oh you bet I talked with both' of the other
g emen.




H.M.Jr:

Fine. Was my hunch right yesterday?

R: Yesa, I think so.
f B.MJrs What?
t
Ri I think seo, your hunches usually are.
; BE.M.Jr: Not always. But it was right yesterday anyway.
R: Yes,
H.M.Jr: Well thanks Joe.
| Rt Alright Henry.
i
" ¢
r
._ Fe 27, 1935,
Wﬂdn!ldly-
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Fﬂhm“r 31' 1955-
The Exscutive Committes of the Open Market Committee of

’ . ‘ederal Reserve Governors met with the Secretary of thu'Trua-ur':;
v
}
! o

in his office at 11:00 A.M. Those present were:

Henry Morgenthau, Jr. Secretary of the Treasury,

Marriner 3. Eccles, Governor of the Federal Reserve Buard,‘

W.W. Paddock, Deputy Governor, Federal Reserve Bank of Bosgon,

George L. Harrison, Governor, Federal Heserve Bank of New York,

W.R. Burgess, Deputy Covernor, Federal Heserve Bank of New York,

G.J. Seay, Governor,federal Heserve Bank of Richmond,

G.J. Schaller, Governor, Federal Heserve Bank of Chicago,

T. Jefferson Coolidge, Undersecretary of the Treasury,

D.W. Bell, Commissioner of Accounts & Deposits,

George C. Haas, Director of Research and Statistics,

G«B. Upham.

Before taking up the current finaneing, Mr. Coolidge mentioned
that the Treasury is behind some $50,000,000G in its program of issu=-
ing silver certificates and stated that we are planning to print
450,000,000 $10 silver certificates.

Mr. Morgenthau said that the progress of the program was being
checked on the Hill and it had been alleged that the Federal Heserve
Hanks were holding up the program, which, of course, is not the case,
He said that we were delayed somewhat by the fact that there were
some $700,000,000 $1 silver certificates left over from the previous
sdministrations.

Governor Harrison asked what the law is with respect to the
lssuance of silver certificates. ‘

Mr. Morgenthau replied that the Treasury has to issue them
A5 a8 minimum up to the cost of the silver acquired under the
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Silver Purchase Aect. He explained that there was 8 gentlemans' B

azreement in existence with the reserve banks that only

¥90,000,000 $10 denominetions would be issued and it is now

the desire to inoreese that. There was no objeection.

Mr. Coolidge also mentioned "Baby Bonds" publieity and
it was agreed that circulars would be sent to the reserve banks
with the suggestlon that they write to member banks and non-
member banks in their districts offering to supply as many
circulars and advertising posters as might be desired.

Mr. Coolidge referred to the plan of issuing a 5 year note
in exchange for the §$528,000,000 of notes whith mature March 15th
and a bond for the §1,800,000,000 of bonds whith are called for
april 15th, the announcement to be made on Monday next.

Mr. Burgess indicated that there would he no great difficulty
in such a program. It will mean some switching around and will
probably push the nﬂtﬁ market up and the bond market down. The
dealers, he said, are about $175,000,000 long and their short
position 1s almost nil,

Mr. Coolidge expressed the opinion that the market is getting
near the high point and he thinks the financing may bring a drop.
The position of Governmens is technically weak. The investment
market generally is strong and going up.

deference was made to the eurrent yield on the various
"reasury lssues and Mr. Goolidge expressed the opinion that so
far as notes are concerned we might sell a 1-5/8 or 1-3/4. His
hunch was for '-5 vear note at 1-3/4. He said such & note might
come to a premium and then it might look as if we could have

fotten away with 1-5/8. He thought the rates ought to be subject




-
tn a change after a final talk with dealers on !ridmf.
Mr. Harrison said that the whole situation is full of
complexities and it is impossible to appraise the future. He
said that he had been wrong for a long time.  He had never thought

that the Treasury, with a econstant deficit and with ho balancimg

of the budget in prospect gnﬂ with gold pouring in, could carry

»n 25 it has done, He sald the market is subject to artificiali-
ties and hard to appraise. At the moment the biggest force is
pressure on the benks +to do something with their unused funds.

Mr. Eunlau1askud how it could be accounted for thet in all
sther eountries too the cost of Covernment financing had been
reduced.

Mr. Burgess interposed that there were idle funds everywhere
just as there were in the United States.

Mr. Harrison said that the chlelf influence here and abroad
ie the accumulation 5f short time funds and bank reserves. It
iz 0.K. he said so long as that 1= the-anl? pressure, but if there
is o scare or anything goes wrong there is always the risk that
the trend may go into reverse.

Mr. Morgenthau said that he agreed with that and had been
aware of it all alonge.

Mr. Harrison asked if it might not be that we would all be
happier if Covernment bond quotations were on a lower basis.

Mr. Morgenthau said that for that reason it would be well
1ot to get out tco much of the & or 9 month paper but to keep
that for necessity if it arises.

o Mr. Harrison said we have no practical alternative for this
Finuncing but looking forward to June uﬁd later on he wondered




what the Federal Reserve System or the Treasury can do to bring
on a more healthy bond market and less danger of puncture.

. Vorgenthau asked hﬂi.nnl eould know that it was not
healthy now, to whieh Hr. Harrison replied that there was more
and more talk about the position of the Covernment bond market.

Jr. Morgenthau referred to the disparity in the situation
at the time he came to the Treasury and the presant, saying
that at the earlier date we had to pay 2-1/2% for 13 month paper
ani that now, we are floating 9 month bills for 1/6th of 1%.

r. Goolidge referred to the proportion of Governments held
by banks and said thst there was a smaller percentage in December
than in June.

Jr. Schaller inquired if the sentiment was the same the
country over or if it were not possible that the Government bond

narket is strietly a New York City market, to which ¥r. Coolidge

replied that in his opinion there was a real country market on

all bonds.

r. Harrison seid that he had no intention of sounding an
alarm or being argpumentative but he thought it might be helpful
to exnlore the realm of fancy even and added that maybe the quo-
tations are not too high. Te sald that he had reason to suspect
that they were pretty high. They are as high as they have ever
been in the face of the bigeest deficit we have ever had. If

8Xcess reserves are withdrawn the lﬂrgﬂﬂ.t sustaining factor will

be eliminated.
ir. Coolidge made the point that private liquidation has

©® been in excess of extraordinary Covernment borrowing.

"'r. Harrison said that he goes on the principle that when
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things look fime shat is the time to WOrry.

Mr. BEoeles suggested that we might study the British
situation with profit, to which Mr. Harrison replied it was
not comparable to our own.

Mr. Coclidge interposed to say that the immediate problem
is the rate on the 5 year note.

“r. Morgenthau seid that he would like to try for 1-5/8
and squeaze the market if negcessarvy.

WMr. Burgess said that thet was a possible rate but he
thought it open to question.

lir. Coolidge said that the short time bond market seared

im and that the § year note might help the bond market. He
sald we will get 1-5/8 if we think we can.

lurning to the bonds, ur. Coolidpge pointed out that there
s only 31,000,000,000 which is neither due nor callable by 1947--
12 years hence. There is not much knowledge as to what rate a
longFer bond would go for. He would like to see some in the mar-
ket. We might sell either a 2-3/4 short term or a 2-7/8 long
term. He suggested for the purposes of discussion a 20-25 year
bond at 2-7/8,

“r. Harrison agreed that the rate was important actually
and politically. He would like to see the rate under 3 whatever
the maturity. He supggested that we see how far we can go on
naturity at 2-3/4 or 2-7/8.

Nr. Eceles said that he likes 2-3/4 with maturity whatever
it must be.

Mr. Harrison agreed that that was sensible espseially if =

: blg conversion is thought of later.
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Ar. Eccles said that he

thinks 1t is important to ges 2-3/4
f? now and extend the maturities lager.

1 ir. Coolidge said that he thinks it is important to get a
t long term bond in the market as quickly as poasible.
M

Morgenthau suggested that we tailor our suit to the
2-3/4 rate,

Mr. Bell sald that on the basis of present yields 2-3/4

throw the maturity right in the middle of

would

present maturitieg--

L g

about 12 years hence.

dq Mr. Coolidge made the point that a long term bond would be

| taken by other than banks--a desirahle thing.

lirs Burgess thought a 2-7/8 would be likely to stand up in

‘he market better thanm a 2=-3/4,

-r. Coolidge said if the maturity were out bevond 18535 at
L

>~7/8 he would prefer that rate.

Mr. Harrison suggested that 2-3/4 was not possible on a
refunding.

'r. Burgess thought the market would be more

recertive to
i g 2=-7/

8 long term and suggested either a8 2-3/4 10-15 or a 2-7/8
lor 20-253,

Yr. Eceles suggested a 2-3/4 for 15-20 years to which My,
Hurgess and ir. Coolidge both said no.

T« Bcoles said that he 4id not like foreing holders into

i long term bond when there is a budgetary deficit. It 1is

alright if the market takes.it, but don't force it.

g

Mr. Coolidge said that the existing deficit makes it all
© the more important to have healthy maturities and remarked that

"¢ have no long bonds out.
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NMr. Eceles said that if you have a long bond you pay for
1t, to whieh Mr. Coolidge replied that 2-7/8 was not much of a

Ve

price.

‘Mr. Schaler said that he voted for a 15-25 year at 2-7/8
end added that the long terms wers not se good out in his
country. 4s he phrased it, the People in the middle west are
hanging off the long stuff-=both the banks and privaete invest-

ors. The gold deceision didnrt help, he éaid.

Mr. Paddock said that the market up his way was looking
for & long term bond,

Mr. Harrison said fhar are ready for a long bond im
New York,that the 5 year spread is 0.K. and that we should go

as far as we 'can on maturities,

Mr. Seay said he voted for a 20-25 year bond not under

2-7/8.

Mr. Eccles said, in speaking for the interest of the banks
he would suggest a 20-25 year bond at 2-7/8 and tmt speaking
in the interest of the fovernment he woula vote for a 10-15
vear bond at 2-3/4 or a 15-25 year bond at 2-7/8. He thinks
Very cheap money is possible in 15 years.

Mr. Bell said that he thought the 10 year spresd was alsa

in the interest of the banks.

Mr. Burgess safd that in the lomg run the 10 year spread
Was less attraetive. He thought right now a 15«25 year bond
would go as well as a Eﬂ-ﬁﬁ-
"% Mr. GCoolidge satd that the advamtage to the Government in
} ® - 20-25 year issue is that we will know the long term yield,
'
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AS Boon a8 the hund is above Pay 1% is figured on the hasia of

the called date maturisy enyway with banks preferring to buy
3 called bondl and we will get a better distribution with a
5 year spread. :

Mr. Morgentheu saig that a 15~235 will sell better now then
a 20=25. '

Mr. Harrison said we will get a better market appraisal
and a better distribution with s 20-25.

Mr. Bell asked how a 20-30 would go.

Mr. Coolidge said he would like to do 1t but is afraid,

Mr. Morgenthau said he would like a 10 vear spread and
thinks a 20-30 year bond would be perfect.

Mr. Harrisom said that he would like to add a word as to
procedure. In the interest of the Treasury he sees a growing
risk in the development of a fixed practice by which Mr. Coolidge
visits New York and discusses with bankers and dealers there the
details of financing. Soomer or later Congress will complain.
He said that either Mr. Coolidge should go to two or three or
fonr points for his discussion or there should be a return to the
system of asking the members of the Executive Committee to
bring to Nashington the concensus of opinion in their districts
and report.

Mr. Morgenthau said that he understood the members mresent
did bring that concensus and had sanvassed thﬂ_hﬂnkﬂri and
dealers in their distriots.

Mr. Schallsr agreed that he followed that practise.

¥r. Harrison though® if that were the procedure followed
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the Treasury would be insulated from eriticism.

Mr. Morgenthau asked if any criticism had been heard to
which Mr. Burgess replied that there had been some market
criticism.

Mr. Harrison said it lnﬁ not worth the risk and while it
nad been negessary at rirst for Mr. Coolidge to become acquainted
with Guvarnqunt dealers, the prastise should be abandoned now,

He said that he thought it would be a great mistake for Mr.
Coolidge to go up Friday---that a week or two before the offering
is alright but not the day before,

Mr. Coolidge seid that he thought it woild be just as
diffieult to get reserve banks opinion in advance as it is to
give it to others.

Mr. Morgenthau asked what Mr. Burgess would do between now
and Friday.

Mr. Burgess explained that he used to talk to dealers or
rather let them talk to him, but that now he does less of it.

¥Mr. Morgenthau said that if this 5 year note goes he plans
to sell $100000,000 a week at auction and that he hopes to inerease
the bill maturities to 12 months in 6 weeks, usi ng these two

devieces until refunding is out of the way.




Mr. !ernr called up H. M. Jr. and told him
that he had tried all morning to see the President to show
him the letter which he was sending up on the hill (a letter
explaining why he had withdrawn the letter which he sent
The Prestdent rafuses to pee iil o0,the New Tork Post Office).
sae \ . 3
upset about it. i i = VEe

The President is go to make 2 movie
his purchase of a Baby Bond tuiniggr at 10:30 and I;?ﬁﬂﬁgf
genthau suggested that Mr. Parley take advantage of this °
opportunity and show it to him « Mr. Morgenthau felt
that it was very unfair for the President not to see Farley

Mr. Morgenthau sent for Mr. Dellar of the
Dollar Line because of the constant reports that we are
getting that the Dollar Line is bringing in opium on all
of their ships. Mr. Morgenthau feels that they could sto
this situation if they mede an effort to and told him tha
the Canadian Steamship Company was able to acecomplish it.

Mr, Dollar said that he wanted to do everything
he possibly could but it wss a very bad situation and he
sald unless the government co-operated he eould not do a
thing. Mr. Morgenthau then suggested that we assign three
or four men to travel back and forth on the various ships
and Mr, Dollar agreed that it would help to check this stuff
from being loaded on thelr ships.

Mr. Morgenthau called Mr. Anslinger and asked
him whether he thought there was any objection to our assign-
ing our people and Mr. Anslinger said that he did not see

any objection.

Mr. Morgenthau then turned Mr. Dollar over to
Mr. Graves, Mr. Anslinger and Mr. McReynolds and asked them
to work out a plan which would clean up this situation. He
told Mr, Dollar that he wanted to be fair but that he was

going to be "hard boiled".

Mr. Prince came in to see Mr. Morgenthau and
told him that Mr. Harris and Father Coughlin have separated

on thelr monetary ideas.
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Mr. Prince then went on to tell Mr. Morgenthau
that, with the exception of the Secretary of the Treasury,
the ﬁabinnt Mcmbers were not working with their President.
Each was working for himself, that the President's best
friends were deserting him, that Senators know the dissention
that is going on in the various departments anC that the
President is not controlling his Cabinet.

He also told him that Jesse Jones wants the
nomination in 1956 for President and that he 1s playing

with the big money group and is working in opposition to
the President.

Prince's conversatlion was a very depressing one

erid HM.Jr. told him that the President has not drawn his
gun nor has he fired a single shot.




February 28th

This morning Chief Moran told me about changing
Jervis and two other men and also about the drinking of the
Secret Service men. I told the Chief that I had known this
thing for some time. I could not talk about it. The Chief
is going to get out a written order to the field men and a
verbal order to the men at the White House that no man in
Secret Service can take a drink while he is on duty. The
verbal order to the White House will be to the effect that the
men who are assigned to the President and if they can't live up
to that we will give them some other assignment. The President
1s very nervous at this time. Chief Moran said £hat he was very
sorry did not bring this to my attention before. He apologized
profusely and said he did not do it because he thought he could

take care of the matter himself. He said "I know I have fallen
down™,

I sent for Colonel Starling and put the whole
thing up to him. He sald he understood just what I wanted. I
told him very emphatically a man could not take care of the
President and be under the influence of ligquor. I also told
Colonel Starling that if anyone of his men broke the rule and
was fired even the President of the United States could not
a8k me to take him back.




Hello?
Hello sir.

H.M.Jr: Burgess?
B: Yes.

H.M.Jrt Well now what'"s the good news?
Bt Well we're all set.
HoM.Jdr: Good.

Bs I thought now - we iunt had lunch together, the
Governor and I and I've talked with a number
of people and we incline toward the 20-25 years,
on this basis. I just talked with the Treasurer
of one of the big insurance companies. They
very mich prefer 20-25 years.

I see.

And he says that the investor prefers it. I think
the investor ought to and does prefer that. There
are fellows at the banks who would prefer the other,
at least temporarily but the new idea that occurred
to me on it - not the new idea - the one we ought
to consider, which is the question of setting a
precedent - what you do on this issue rather sets

a precedent for what you will do on further long-
time finanecing.

H.M.Jr: Well of course during the Wilson administration
they had a 15 year call.

Bt I know they did but the more recent one was a five
year call.

H.M.Jrt Well that's a Republican influence.
(Laughter)
H.M.Jrs You can't live that down you know.
Coolidge: How about a R20-30.
Bt I'd be a little afraid of that at that rate, Jeff.

H. M.Jr? That's out of the questlion.

Bs Well let it ride, but we lean toward the 20-20
now.

Well we're going over to see the Fresidemt.
If he said 15-26 you wouldn't say they couldn't go?

—
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Ch no, either one will EO.
Either one will go.

It's Just a question of which group you want
to oater to. . ks

Well now which group would be the 15-25%
That will be the banks.

and the 20-25?

That will be investors.

Well that's fellow I want to reach.

Well I should think so, yes.

I want to reach the investor.

Yes.

That'll be 20-257%

That's right.

Well on the note - you can't make it 1 1/2%
Nol 5/8's 1s as low as you can go. That's
cutting 1t thin but you can do that because
you're crowding that market.

I see. Now the market right now has been fairly
steady, hasn't it.

The market has been véry' strong this morning.

How are you heeléd on the 2 1/8 4-year notes to-day?

It was 143 this morning.
1!!.

L}

i85 yes. You see 5/8's is too thin on that.
iiﬁ??ﬂuﬂ“ﬂﬂt 18 points between September 38-and .

It makes it very thin when you compare it to the

I;'.u_.
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Yes it does but the market iz a
different kind of thing.

And those bonds will move up on this financing.

Yes.
They'll go below 2% I guess.
Well they may go down a little.

Yes.,

But 1 think the note will probably sell to
premium. I think this financing is bound to
force your short market up and that's the basls
on which I'm prepared to recommend that.

Yes.

Well Jeff and I'11 go over and see the President
and he'1ll come back and tell you what's decided
but I've got to stay for Cablnet.

Alright sir.

But if the 20-285 goes to the investor, I'd rather
have 1t go there.

Well that's the thing we're catering for the
investor.

Yes we want to get away from the banks. By the
way, we're getting good reports from all over the
country on the Baby Bonds.

Oh that's fine.
Yes I just got U. T. Chariot on that ticker,

Governor Harrison's Secretary bought the first
one in New York.

Oh did she?

Well the first one at one of the Post Offices
ANYWAY .

Well in Detroit in the first two hours they sold
$150,000.00 worth.




Be
H.M.Jr:
Bs
H.M.Jrs
B:
H.M.Jrs
Bz

‘H.M.Jr:
Bz

Is that so? That's fine.

Well we may ~ I think it's going to'go well.
Yes.

Thank you.

Alright.

Jeff will call you when he comes back.

Very good.

Thank you.
GUﬂ‘dh’l
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Jeff's going to try tc listen unless it cuts
down the power on the telephone.

Yes. Alright.
How are things going to-day on the bond market?
Well now frankly, I've been having & meeting all
morning on an 1n&n=trta1 loan that we got into a
mess on and I haven't got it before me.
Well let me switch to Burgess then.
What?
Can I be switched to Burgess?
Yes sure.

Well I wish you would get in on it because we've
got to meke up our mind within the next hour.

Alright well I'll get in on it right now because
I've just finished my meeting.

Well let me have my switch to Burgess and will
you talk to him and call me back?

I'11 talk to him and I'1l call you back anyway.

Right.

Now in the meantime, I'1l switch you over to him.
He'll give you much better. I've got the figures
here but I haven't been talking to anyone so I
won't know as much ag he would.

Right.

Wait a minute.

quln.

Yes.

Coolidge and I are on tho line together.

Yeos.

Well on the five hundred million coming due,
what do you think we can do?

One and 5/8's.,
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1l 5/8's.

I have plenty of but that's on the
assumption that you offer a

The effect of that 1s going to depress your
bond market and to raise your note market.

Depress your bond market.

Yes, because you see there are a lot of holders
abroad who are holding

who are going to sell and try to buy something
short.

They're going to try to buy something short?

Yes. That will put your note market up and your
bond market down.

Well how can you stop that?
Well it's a guestion whether you want to stop it.

Let's say I wanted to put the long-time market
upwards.

Well the way to do that 1s to give your bondholders

a cholce between the bond and the note and then

just meke the bond issue very thin - make the note

issue very thin so that they would be tempted to

go into the bond. In that way your is
rmenent and your bond market would go up, I think,
t you wouldn't sell many bonds.

Well could you make it any thinner than 1 5/8's?

hat's as thin as you could go, but you could
E: Ehnt and you could let the bondholders decide
whether they wanted to go into the bond or the

note.

g yvour inclination? Let's make it a little
:E:I-: E let's say 1 §j8's for five years.
Jeff says 0.K. Well let's say it's subject to
the President's 0.E.

I think that's alright.




H.M.Jr: Well let's talk about the bonds.

Well now two hours ago I would have urged you
to give them a ochoice. I'm not 30 sure of that
right now because the whole market is mixed up

and I have talked with some people on the street
and you've got about 50-50

Bs Now I think if you made it & 15-25 year bond
you could just have a bond and get away with it.

H.M.Jrs Well that's what I'd 1like but it 1sn't goling to
make Jeff so happy, but that's what 1'a 1like.

Well I sort of lean toward it because I think
you've §at a lot of banks who have a deadline
and won't take anything over 15 years or over
12 years. Now if you offer them a 15-20 they'll

and say well we'll Jjust take the 15 year bond.

If you in 20-25 there will be more fellows who

will think that is beyond the deadline and who

sell and that will put down your bond market.
Coolidge: Well Randolph.

B: Yes Jeff.

Cs You know perfectly well and so does every sensible
purchaser that a 20-25 year bond is better -
mode attractive to the purchaser than the 15-E5.

Cert li'lll? Jeff.

ind T can't think that people buylng large amounts
don't recognize that fact. I think it's a little
unreasonable to think that ou'll really sell

more 15-25 or get a better istribution.

Well I think it is a little unreascnable but I
think it will help us.

I think there is a large number of insurance
compantes and individuals would prefer the 20-25
very considerably and I think you get & better
distribution there that would keep the price

higher
wouldn't buy that so they buy something else inastead
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Well I don't think it's a tremendous matter,
I think either one would go Jeff.

May I interrupt? In falrness to the
I wish 'd keep sounding this thing 160,
I mean I'm perfectly frank that I prefer the 15-25,
for different reasons than Jeff does. I think a
10 year spread 1s a better finane - for the
Treasury 15 years from now.if I do that and we
fool the pBople - they fool themselves rather -
into thinking they're buying for 15 years. We
have the right to hold it for 25 years if we want
to. It's perfectly open. Now what I'd like to
do 1s this, Jeff and I are going to see the
President & quarter to two and at sharp 1:30 if
you and George Harrison can be in the same room
Eng;thar and talk to Jeff and me at sharp 1:30.
ello?

Governor has just come in now.

Well can you and he be together at sharp 1130
and Jeff and I'1l be together in this room &t

sharp 1:30.

That's alright we'll be together.

'‘Because there's no use checking again till then.

I.' -

But have everthing for us because Jeff and 1
won't go-over and see the President until a
quarter to two.

I see, yes fe:. I'11 talk to a number of people.

But the way the thing sounds now - I like it
ust the IEJ 1t sounds - I don't lkmow how the
%rasidunt will like it, but I like it, see,

Alright?
Alright fine.

Thank you.

February 28, 18385.

Thursday .
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Hello, Bill, in reading the New York Tribune

this morning, I see on e 2 a story -
" Btnbili:ntiun of Hhrlgggurrunur Linked to
Low Tariffs®.

Is that in his speech?

Yes. Then it goes on and says that *attacking
competition in currency depreciation as
intensifying "world chaos%, Henry F. Grady,
chief of trade agreements made a plea for
international stabilization".

Yes.

I haven't seen the speech and don't lmow what

it 15 but if he did talk on 1t I think it would
have been courteous to have shown it to us first.
Yes. I'11 look that right up.

Would you mind, and could you have somebody send
me over three coples. I'd like to read 1it.

I will Henry.

And if that's what he sald I think we should have
geen it first

Well I do too.
Thank you.

Look here I had a long talk with Pitcher about
the

Oh yes.

ave him the story - in other words told him
tﬂ:tgusitinn of the French government at St. Plerre

. I wrote a very enthusiaatic letter
Egaﬁ::rgin;hlnkint them for what they've done.

Oh yes that's nice.
Yery apprecliative and all that.

That's good.




Pi Well I'll send you over those coples right away.

H.M.Jrs Thank you wvery much.

P: You're welcome,




