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Boolt Page 

.&.&ricul tunl Adjuataoent Administration 
SW!aid7 on exported tobacco desired by Agricultural 

Adjuet.ent Adllinietrstion - 110 Coolidge tells liiiJr 
(tl llillion involved) ; State Department ie concerned -
utter will cON up befoNO COiilllercal Treaty COIIIII.ittee 
110011; lllllr oppoeed - 12/24/35. . .. .. .. . .. .. ............. XIV 199 

Aasocated Gee and lle<:tric Coapa~~y 
See IDteroal Re•eoue, Bureau of.......... ..... ... ... ..... 39 

- 8 -

Budset 
Copy of meesege reviewed by 1!14Jr, Bell, and Edy 1:2/:28/35 

prior to conference at White Houee ••••••.•••••••••••••• 
a) FDR dictetee portion on relief picture that lii&Jr 

cooai dera eo •awful" it is not used •• ••••••.•••.•• 
b) Peoples' draft rejected by FDR • •• ••••••.••.•.••••• 
c) Opbaa'a draft - FDR used last paragrapb .... . .... .. 
d) Redraft a.!ter first t.al.k with FDR • • •••• • • •• •• • •• • • 
e) Alternatba draft of pages 1 J. containin& revenue 

estillat e a based on 1926 and 1928 business conditione 
See Haas' resllll£1 of business conditions , pages 182-188 

Bullitt, Willlaa 
Lunches with HMJr - Sunday , 12/15/35···· · ·· · · · · · ········· 

, a) Diecuae China and silver; Bullitt thinks anything 
done to aid Ch.illll& Kai...Shek all to the good 

b) Diecuee Far Eaatern ai tuation 
c) Adrteaa etaying out of all European entangle.':lents 

Busineas Situation 
Haas' res~e' 12./23/'JS • . •. • • ....... · • • • • • · · • · · · · · · · · · · · · · 

Charta {pages 189-195) 
Sea also Budget 

- c -
Carter, Boaka 

See Coaat G\&a.rd • • ... ........................ . .............. 
China 

See Silnr 
Coast Guard 

Rae~ of Boaka Cartar broadcasts, Treasury's answer, 
et cete:ra •••••••••••••••••• •• • •• •• •• •• • • •• • ••••••••••• • 

Co llit;)' Prioae 
l'IlR talla IIIIJr Baruoh aaye if Oa.IOdit7 prices can be kept 

up, it will do aora than anything else to win reelection. 
J'DR talla lllllr to work closely with Cheater Davia and 
watch oo..odit7 pricaa - 1:2/13/35· · · ·••••••••••• ••····· 

:216-253 

254-255 
256-258 
259-262 
263-267 

309-.31.3 

55 

182-188 

9.3-109 

93-109 

1 
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Book Pap 

Cottoo 
See ( C01111od1ty Prices 

(Davis, Choeter 
(JohDeton, Oscar 

llaae aeaor&JldiiiD outlining fina.ucie~ needs for cottoo 
prograa of Agricultural Ac:IJwrtMDt AdiUDietratiCDJ 
IIIUr coaaeote t 50 aillioo needed should be taken out 
of $90 :alllloo CIUito-8 receipts which Agricultural. 
Adjulrtaant Adalntetration now haaJ this auch of f'uDd 
1a unobligated at this tiae - l2/i9/3S. . . ... . •• • • • • • • • • XlY 

Countervailin& Duties 
Viner's letter to HMJr suggesting reYieion of instructions 

on consular inToioea (See Geraany) - 12/23/35•• •• •••• • 

-D-

lla.vie, Cheater 

131-13.4 

179 

PDR-HMJr eon.eraation- 12/13/Js.. ... .................... . 1 
a) FDR says Davia and Oscar Jobnetoo both want to 

get back into business 
b) lll&Jr sqe Davia, at least, should be keptJ HMJr 

tella of recent converaatioo concerning cotton 
HUJr-Davia eonveraation- 12/13/Js.. ................... .. . 6 

a) Davie says they baTe been gradually selling out 
of fUtures and not replacing thea 

b) IIIIJr aska that actual figures be sent over to hUI 
c) Kemorandua attached- 12/l4/3S• • • ••••• •• • ••• ••• • ••• •• 11 

Deficit (Fhoal 7ear 6/30/36) 
See Une•plo,aeot rea~ 12/21/35·· · · ·· ·· ·· ···· ·· · · ·· ••••• 176 

-F-

Federal Alcohol Control Ada1n1stration 
FDR-HMJr convereation- 12/13/35•• •• • • •••••• ••• •••• •• • •• • • 1 

a) lll&Jr announces Judge Hoyt ' s wish to reeignJ thinks 
it juet ae .. ll 

b) lll&Jr baa no aucgeetiooe aa to aucceaaor, but does 
not want Willlngb•a 

c) Hopee 1t will be takea tr .. Treaall%'7 or alae ll&da 
Bureau in TreaaueyJ PDR doea not want latter 

Foreign Affaire 
See alsoBullitt , Williaa 
PllR dictate• long atat..t ooooerningJ will dnote aajor 

porticm of .. eeap to Congreaa to 'l'hia - 12/16/.35.... . .. 57 
$4 Billion 8 PIIDd 

See lJDeaplo.,..t Relief 

Regraded Unclassified 
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Book Pap 

Cerii&Dy 
Viner writes concerning lack of clarity in defioitioo of 

subsidies and bounties (Section 303 of the Tariff Act) 
as appearing on Cust011a Bureau consular invoices 
12/23/35•• •• • ••••••••• •• ••••••••••••••••••• •• •·· •• •• • • • X,IV 179 

Coveroaent Securi t iea 
Law relative to faaily of Secretary of Treasury OWDing , 
b~g, 6nd selling, quoted b7 Oliphant.. .. .. .. .... . .. . 302 

Greece 
RIIJr phooes FDR during Christus week, 1935, conce::-ning 

aend.ing Hll, Seni or, as de.hgate to coronation of 
King George of Greece; FDR agrees, return will be via 
Palesti.J:le • •• •• ••• ••• •• •• •••• • •••••••••••••••• • ••••••••• 

- H -

llardgrove, John rl. 
See Investigations , Trea.sury Personnel 

Headaches 
FDR tells HIIJr about hie own grandfather, Delano, who 

lived in China aa trader - changed f rom rice diet to 
corn diet when he had headaches and ch&nge of diet 
helped hilt . • .. . .. . •.•• .. .•••.... •...••....•..........•. 

Booker, Henry 
IIIIJr shows FDR Eddie Greenbaum •a letter concerning -

12/19/35· .. . . ... •. .. •. .. ...•.........•....... .. ....... . 
Hopkine, Barry 

See Oneaployaent reeu.W 12/21/35· ····· · ·· ·· ··· ·· ···· ·· ·· Housing 
See Unemployaeot rea~ 12/21/Js ••• ••••••• ••••••••• .. ••• 

Ho,t, Franklin (Judge) 
See Federal Aloobol Control Adainiatrati on ••• •• • •• ••• •• •• 

- I -

Ickes, Harold 

198 

121 

121- 12.4 

176 

176 

1 

See Oneaployaent reaua~ 12/21/35........... . .... ... . .. . . 176 
Internal Revenue, Bureau of 

RIIJr tells lloRernolda he wants to go oo record a.s eeeing 
rut reason wb7 wo.an cannot be qents - 12/13/35.. . . •• .. 21 

HIIJr, Ollpbeot , eod Helvering diacuea placiD& Jeo~ 
aaseauenh a1ainat 3871000 atoollholdera of Aaaociated 
Cas and Electric Co.p&n7 - 12/13/35··· · ·· · · · · ······· · · · 39 

a) Internal Revec ue does oot know coat of securities -
fira will oot eupplf info~tioo; probabl7 
$14,000,000 in taxes dua ao~e~ot 

b) HIIJr doea oot tbink it wiae to oooaul.t P'DR; tllinka 
tba7 IIUt aalta up o.i llioda 
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Book Pace 

Internal lieTmue, Bureau of (OontiAued) 
Su.it a for re..t'\md • •• • •• •••• • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • IIV 39 

III&.Tr, BelnriDg, aDd Oliphant diaouas desirability of 
conference wit.b Attorney Generel, coacerning settling 
sui ta peodiDg 1D Court of CJ.ai.aa aDd nrioua District 
Courts; Internal Renoue lawyers seea to be pla1ing 
Justice against Treasury; conference arranged 

KMJr , Olipbaot, Belvering, Kent, and Sewall Key 
(Derrtment of Justice) confer 12/17/35··· · ·· ··· . ..... 

a Ke;y assures Treasury or desire of Department of 
Justice to cooperate 

b) Pl&D for te.ntative deciaion to be submitted 
in!orsall;y by Deprrtment of Justice before 
directing refund or settlement will be tried 

I:IIIJr, llcReyoolds, Kent, Bel•ering, Jackaoa , Gastoo, aDd 
Oliphant confer on AssociAted Gas and Electric C011~ 
12/19/Js •.••..••••••••••••••••••• • .•• • •• •••. ••• •• •• ••• 

a) BMJr suggests letting Court appoint a Receiver 
aDCI Treasury will take a chance on getting dirldenda 
out of what ia left; suggests Mulve;y (Public Serrlce 
Comaissioner , New York) 

Second con!erenee - 12/20/35····••••••••• •• ••: . •• • •••••• 
a) T·rarls, representing Aeaoc1ated Gas and Electric 

Company, baa made certain propositions 
b) III&.Tr suggests that Oliphant talk to Attorney General 

Ioveatigationa, Treasury Personnel 
Hardgrove, Jobn w.; Nelson, Heonina R., of Bureau of 

Internal Revenue; 8lld llcElhill, Frank P. , tax consultant; 
con"f'icted 1A connection with pendinc 0150,000 tax itea 
of Th01111a L. ~cCarter, President, Hew Jersey Publ.ic Serrloe 
Corporation and Edi80D !J.ectr.io Institute - 12/13/35·· ··• 

looN, Carl B. cas.e - 12/13/Js ... . ..... .. . .. .. . . ... . 
a) IDIJr decides to accept Bulkle;y auggeatioo: all profits 

to be returned to Company aDd turned ewer to pli)lio 
cbarit;y 

b) Copy of .Bulkl~ letter •••••••••••.•••••••.••• ••. • •• •• • 
o) HMJr-Bulkl~ coaversatioaa . ••• •••••• ••.• •• •••.•••.•••• 

Olipbant•a opinion as to legalitf••• • •• • •• ••• •• • ••• •• • ••••• 

- J -

87 

135-138 

139 

3 
21 

22 
24-34 
78 

Johnston, Oaca:r 
FDR-HMJ'r cooYeraatioa 12/13/35 •• •• •• ••• • • • •••••• • ••• •• • • • • • 1 

a) FOR aqa Chester DaYie aDCI Jobnatoo both want to get 
back into buaioen 

b) III&.Tr M78 Da"f'ia, at leaat, llbould be kept; BMJr tells 
of r.cent OCDYeraatioo c-~i.Dc cottCD 

o) BlUr telle of W.Ueo.e 1a OCIII!idillc that .loblletoo'e 
ao..re~ cot\oD aooollllte are 1n bed ebape 

Regraded Unclassified 
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Book Pace 

KcCarter, Tboaas L. (President, le• Jersey Public Service 
Corporation end Ediaoo Electric Institute) 

See D1Yeatipt1ona. Treasury Perao·Dtlel • • ••••• • ••• •••••• • •• • •XIV J 
lolcElhill , FriiJik P. 

See Inveatigations, Treasury Peraocnel...................... 3 
Kexioo See Silver... .................. ....... .... .................. 113,127,300, 

314, 318 
Koore, Carl E. (Collector of Internal Revenue - Cleveland, Ohio) 

See lnveatigatious, Treeeur,y Personnel.. . . . .. .. .. . . . ..... .. .. 21• 

-. -
National Recovery Adw1n tetration 

III&Jr prepares FDR for conference rlth Bell aDd llartin 
and proposal that 1 ,167 eaployeea be diaaiased January 1 
and not J&lU&ary 15 - 12/13/35. • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 1 

a) III&Jr lil<as transferring activities to CoU>erea and 
cons~ra' part to Labor 

Proposed Exec\ltive Order.... . ....... ... .. .. . .. .. .... . ... . .. . . 63 
Nelson, Henning R. 

See Investigations, Treasury Personnel 

- p -

Persia 
See Silver....... ......... .. .. ..... ... ........... ............. 41 

Preceaaiui Taxes 
Cn..ittee on Alternatives meets 12/16/3s................... .. . 7S 

- R -

Red Bouse P'araa Project at Bed Ko1111e, Weat V1rg1D.ia 
Bell-Bartelt ~~eJnoralld• coocernina dela7ed aal&l')' p&1a81lts 

12/16/Js •••• ••••.•••• ••• •••••• ••• •••• ••••••••• •• ••••• ••• •••. 
a) Transmitted to lira. Roosevelt at her request 

Raedlvllle , Weat '11rgin1a, Booa .. tNd Project 
Bell -Bartelt ••orandua concerning del&¥ in aal&l')' ~ents 

12/14/35 ••••••••••••••••••••••••••••• •••••• ••• • •• • •• •• •• •• •• 

- 5 -

Silver (arraqed chrooo1~) 
United Preas &lid Door...J-• Uolter reports l2/1J/3S .... .. .... .. 
lall Str .. t loura.al at.or)': •Chineoa •••uHng actuated 
c~ 1D ail.er polle.y• 12/lJ/35··• • •• •••• · · · · ·· ··· · ······ 

IIIUr aalra Robart to an•1na oaret:uJ.l;r into Weat Poi.Dt u 
a1te tor .ault for ail.er - 12/13/3'>••• •••••••• •••••• ••••• •• 

66-73 

49·54 

13 ·19 

20 

21 
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Book Pase 

SUnr (Continued) 
BMJr- FDR coo..reation l2/13/3S·········· ·· ················ IIV 

a) London otters 10 aillion ounoea at 58.65¢ - about 1¢ 
lower tban Decetiler 12; 4! alllloo ounces are t'roa 
Perala 

b) IIIIJr wante Perala to buy direot; FOR e&ya •contact 
State Depart11ent aod eet word to th•" 

o) Lochhead me.eorand\1111 concerning Persian aU ver -
1.2/13/35 . ... . .. • ... . ..• ... . .... .. . • . ... .. ......... . .. 

Oow-Jonee ticker reports 12/14/Js •••••.••••••.••••.• •• •.•• 
Dow-Jones and United Preas ticker repOrts 12/16/35 •••••••• 
McNary calla on H&Jr; both he and Pittaan satisfied •• •• • •• 
Sze (Chinese Ambassador) and llliJr conversati on 12/16/35 ••• 

a) Japanese bave raided Chine se Rational Bank by buyins 
$2,500,000 of foreign eXCil&ll&e and paylns in yen 

b) Boats for San Francisco aail evel'J other week; IDIJr 
proaiaee to look into lll:i~ta to Seattle also 

c) Sze wants &DOtber ooo:ai tl:tent; RIIJr wants to clean up 
each ca.mitaent in ita entirety 

Sze, llliJr, Coolidge, Oliphant , and Lochhead confer 12/17/35 
a) Buck's telegraa read (see pages 81-85): Kung prefers 

to leave silver in vaults of Bank of China, Shanghai 
b) RMJr wants agree.ent kept• silver shipped •time and 

uounts to be deoided by Chinese banking officials" 
(for ce.ble, see pages 82-83) 

o) Agree.~~ent expires 2/11/36 
d) IOIJr agrees Chinese uy say they are selling for 

stabilization purposes 
FDR-IIliJr conversation 12/17/Js •••••••••••••••••.••••••••••• 

a) BOIIba.;r offers 6f aillion ounoea at 56.03¢, and 
London offers 13 a1llion at 55.20; (drop of 2!¢ 
fro. yesterday) 

b) llliJr suggests taking 2 or 2l aillion ounces; FDR 
suggests one a1llion ounces. IIIIJr a~es to buy 
one a1llion in London - none in Boaba,;r, i a1llion 
in llexico at today ' • price aod drop the price 1; 
in the Raw York aarket 

Dow-Jones ticker reports 12/17/35•• • • •••••• •• •••••• • ••• 
Locbh.._d reaua.t 12/18/35· • • •• •••••• • • • • • • • • • • • • • · • • • • • 
Banoo de Mexico oable to Federal Reserve Bank (Re• York) 

1'/19/35· ····· ····· ····· ···· ··· ··· ········ ··· ······· · l'llR &Dd RIIJr (in Ricbaond) conversation 12/18/35 .. . . .. . 
a) Locbhead sucgeste buying Bo.ba,:r ofterins at 53-

eo that prioe won't go down too fast 
b
0

) FDR Rggeete 50.50¢; RIIJr win• b1.8 onr to 50¢ 
) RIIJr ia reminded that, at tiae of Chinese negotiatione, 

be wanted to drop price to 40¢ and FDR opposed it; 
now FDR 1e w1111ng to see price co doom 

42 
44-47 
58-62 
76 
77 

79 

90-91 
110 

127 
112 

Regraded Unclassified 
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Book 

SUftr (Continued) 
Lookett (in llexico) and IDIJr conYaraation 12/17/35. . . . •• • UV 

a) Lockett aaya llexico baa been aelli.D& tro. reserves 
and not tba newly aiDed ailnr produced in Mexico; 
llaxican Secretary 1a wnnderi.ng whetber United States 
is interested in the purcbaae of newly llined 

b) HMJr •juaps on• Lockett; •getting sick and tired of 
this whole llexioan buainesa - disgusted wi t.b mis­
infor~tion about their monetary reserves•; wonders 
if Lockett is working for Mexico or United States 

c) HMJr s uggests that Mexican Secretary coae up and 
talk to h1.a if he's so worried and he'd better c011e 
through State DeJartaent 

Dow-Jones ticker reports 1.2/18/)S ••••• ••••••••• •• ••• ••••••• 
Dow..Jonea and United Press ticker reports 12/19-20/35 •••. • • 
Chinese Aabassador phones IDIJr •aauggli.ng by Japanese baa 

de!1nitely decrea3ed" 12/20/'J'J •.•• • ••....••. • ••.•...•.•• 
Copy of dispatch, wi t.b enclosures, troa Bangkok, Siaa, sent 

troa State Depertaent and Treasury 12/20/35 •••••••.••••• 
Dow-Jones am United Preas ticker reports 12/21/3; •••• ••• •• 
Dow-Jones t icker report 12/ 23/)$ •••• • ••• • •.•• •• •. •• . .•• .. •• 
Dow-Jonas and United Preas ticker reports 12/24/35 • . ••••••• 
FDRl HMJr, and I~hhead 12/24/35 ••• •• . •• • •••• ••. . •. • •.• ••• 

a} Bombay closed for three days 
b) Price in London to be droppod l¢ and then take 

one aillion ounce s 
c) Price .ln Hew York to be dropped 1¢ and then take 

500, 000 ounces froa Mexico 
Dow-Jones ticker report 12/26/35 • ••• •••••• • ••••••• • • • .••••• 
HMJr- Loobhead conversation 12/27/Js ••••••••••••••..•••.•••• 

a) London fixes price at 46.60¢ without consulting 
United States 

b) Loc:bbaad want s gap between !lew York and London prices 
closed 

c) IDLTr disagrees: 8 50# h no accidantal price; it is the 
price we national.ised on• 

d
8

) FDR agrees on 504 in lew York - do notb.lng in Londoo 
) Cables to Buck, !Ucholson, and India read to IIIIJr 

(cop!es on page 203); India cable autbor1£aa quick 
tllr"f'e;y by six young aen at Treas11r7 expense, because ot 
recent drop in price or aUnr 

Dow-Jonee and United Preae ticka.r report a 12/27/35 • ••• • ••• • 
Mexican oOD!'erenoe: preliainar:y plane aade b7 IIIIJr , Coolidte, 

Oliphant, Baas, Locbbead, &lid Linsey and Reed ot state 
Departaent - 12/30/35· •..•••••.•••• • •• • · • • • · • · • • • • • • • • • • • 

Dow-Jones and United Preu ticker reports 12/30/35· · • ••• • • • 

Pace 

113 

117-120 
143-163 

170 A B 

164-170 
172-175 
181 
196-197 
199 

201 
202 

207-215 

300 
303 308 
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Book Pa&• 

Silnr (Coatl.oued) 
Mexican c<lllfereDCe : lDIJr, Coolidge, Ollpb&.Dt, BAas, 

Lochhead, Linse)' and Reed (State Depe.rtae.ot) , 
Jlexioa.o Secretary of Treasury SUarez, and Mexican 
Ambassador RaJera - 12/31/35·········· · ········· · ·· · ···· XIV 314-318 

a) l"ollowi.og pol.Dta developed for further consideration : 
1 . Buy new~ mined silver at a dai~ price 

giving time to deliver to United States 
Assay Office 

2. Possible conference : United States, Mexico, 
a.od Canada; task of eoUDd1.Dg out Canada left 
to Mexico 

3. Mexico's monetary reserve: Onited States 
bU¥in6 dependent on encou.ragl.ng use of 
ell ver peso l.D llexico 

4. Dollar exchange 
b) Alcohol sauggl1.Dg fro. llexico also discussed....... 318 

1. Grooves aeaorandua attacbed (pege 319) 
2. Suggested regulation of control (pe.ge 320) 

Dow-Jones and United Press ticker reports 12/31/35.. ...... 321-331 

- 0 -

Unemployaent Relief 
t4 Billion 8 Fund: Hopkins phones HIUr: "There's still about 

t360 million and I want the President to allocate it t o ae• 
1,2/16/JS • .•..•• • •••••••.•...•..•••...•.. . .••• . ..• . .•..•. 

RM.Tr'e rea•e' 12/21/35 •...... •••• ...... . ..... . ..... . .... . 
a) Six ceetiogs with FDR, Ickes, and Hopki.Ds: Ickes never 

spe•king and Bopkl.Ds talk.iog of • ployl.Dg people on 
relief rolla 

b) Ickes and Hopkl.Ds were supposed to present proJects 
alld BlUr say whether they could be t1.oanced 

c) Projects so futastio, Peopl .. asked to analyze tbea 
1. Ickes' housing proJects l.D Atla.ota and Bostoo, 
2~ direct labor 

2 . Hopld.os' vary f'roll )~ to 4~ direct labor 
3. llooe up to qualifioations of real low-cost housing 
4• Only proJect developed waa Traneooo.tl.Dental Highway 

d
8

) l"DR'• posit i on reviewed and &.Dalyzed 
) lDIJr agaio. wants faota faced square~; deficit tor 

fiecal year will be $3 billion (D. fl. Bell); lDIJr t.hiolca 
of CIU'i.D& for 1Dleaplo)'11a.Dt by increasing it to 
k billion and tbe.D taper1.Dg off deficit each tiacal 
year 

t) lDIJr wants to pick ooa parao.o to rm cc.plete work 
prograa and tba.o work out prograa; I'DR wants prograa 
tirat. 

78 A- C 
176 

Regraded Unclassified 



- 0 - (CoatiAaed) 

u-pl~t a.u.r (CootiAIIed) 
!ILTr and RopldnaJ !ILTr, Iokea, ...S Peopl., ooater 12/27/35 XIV 206 

a) Peoplaa aq1 lake• baa not pa;,.d tair OD whole 
buildiJii procru 

b) Roj)ltiDa at laat •ere•• rlth !ILTr: 14 b1111oo traa 
7/l/35 to 7/l/J6J "IID801"UibliD& tM alpbabeta• will 
attord $900 ailllOD to care tor Ropldne IIDUl 7/l/36, 
wh8l new buildiDc progrea rlll start 

- . -
Worka Procreu .Adainiatre.tioo 

BMJr tells Peoplaa he plans to aU~aast to PDR tbat 
enginearin& a tart ot Proo-nt and Bell' a tield 
orpniaatioo check up OD a taw projeota in all ot 
48 states to ••• it papol.b are padded; Ropldn8' 
repreaeotatin to be ta1<an alone; to be dODII in -
or Director ot Bud&et 12/lS/Js ••••••••••••••••••••••• 55 

Regraded Unclassified 



Dictated Decemb!r 13th 
1 

Had lunch with the President yesterday. He told me that 

Chester Darts and Oscar Johnston were both thi~ of resigning in 

order to go back into business, He asked me i£ I~hought he could 

afford to let them go . I told him he certainly ought to try to 

keep Chester Davis; that I was in touch with him r ecently on cotton. 

He sai d, "that is f ine. You know Bernard Baruch was here last night 

and said that if you can keep the co-=odity prices up until after 

Election it will do more to elect Roosevelt than anything else• . 

FDR then asked me from now on to work very closely with 

Chester Davis and to watch the commodity prices for FDR the way I 

used to. He certainly seems to have lots or confidence in m and 

I took it as a distinct complement . 

I told h1m in regard to Oscar Johnston that Henry 

Wal lace had told me, in strict confi dence, that Johnston's govern­

ment cotton accounts were in t errible shape; that while Henry 

Wallace did not think there was anything crooked still if they bad 

a Congressional investigati on some of Oscar Johnston's operations 

would be difficult to explain. This was all news to the President. 

I then t old him that Judge Hoyt had been in to see me 

and that be expected to resign and the Pr esident s eemed to know 

this. I told him it was Just as well to let h1m go While he was 

1n a good humor and be agreed. I said that I hoped that either 

FACA would be taken out of the Treasury or that we would be given 

complete control of it and make a bureau out of it . The Presi dent 

said he did not want to see FACA made into a bureau in the Treasury. 

Be wanted to know whether I bad any suggestions as a successor to 

Hoyt and I said I had none but to please not make Wi llingham his 

successor. He agreed he would not. 

We then got on the NRA. I told him that Buchanan was 

ready to blow the roof off and unless something was done be was 

going t o be attacked from the Bill. Be told me that Cliff Woodrum 

had called him up and complained about the salary increases in 

NRA. I got him all prepar ed so that when Bell and llartin, the 

Acting Director of NRA, caae in the President agreed to sign the 

l etter laying off 1167 eJDployeea the first of January r ather than 

January 15th, as suggested by Martin. Be agreed to a publicity 

story tor Monday. 

The President thought the sucgesti~of transferring 

all of BRA to t he Department of Com~~erce on January l st was good 

and expressed keen interest in continuing the consumers work ~t 

liRA and liked the sucgestion of transferring tha t to Labor. e 

said he would discuss t his part of the proaraa with Roper, Perkins 
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and Berry. I told him he ought to do it next week ~nd get it 
out of the way before Congress met. I am going to follow it 
up on Monday. 

I suggested that I bring Coolidge to the meeting 
on Monday afternoon when we will discuss relief expenditures 
and told him how Coolidge was reeling tbeae da7s. Be did not 
want to see Coolidge but agreed to see Bell and J17Selt at 
9:15 Monday morning in order to haYe a dress rehearsal on the 
relief expenditures in adYance or the meeting Monday attel'noon. 
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On November 27, 111:5,, HK,Jr. annoWlCed t.o the newspaper 
men that he had received 1Dtormat.ion fro. Tnoaaa L. KoCert.er, 
President of the New Jersey Public Service Corporetion and 
also of the Edison Electric Institute, that. a ~ropoaal had 
been made to him in connection with a pending 1150,000 tax 
item to the ettect that. a tax conault.&Dt., beoauee of 1ntluenoe 
within the Internal Revenue Department., could 8 fix• it. it 
llr. MoCart.er would promise ~ of the •ount. eaved. 

HK,Jr. said he had aeked Mr. McCarter ' s cooperation and 
urged him t.o continue his negotiatione and a.~ 1aaed1ate 1nvea­
t1gation would be stert.ed . Jlr. McCarter willingl,y did th11. 
Ae a result of the investigation, two Internal Revenue •en at 
headquarters here 1n washington were dismissed and two agent.e 
in New York faoed dismissal. The tax coneult.ant.e were barred 
trom further relat.1ona with the Treaa\11"7. Or1•1nal proceed­
ings were begun b.J the Treasur.y Department against t.be .. plo.yeea 
invohed. 

Tbd&7 the District Supreme Court convicted John W. Hardgrove, 
Assistant Chief of the Conference Section, Internal Revenue Unit., 
and Henning R. Nelson, an auditor. J'ranlt P. lloElhill, the tax 
consultant wae also convicted. The three men face maximua sen­
tences ot two years each and tinea ot tlo,ooo. 

HK,Jr. t.~ wrote wr. Mccarter couend1ng h1a tor hie atti­
tude 1n having brought this Mtter t.o the attention of the Oonrn­
ment. Copy is attached. (See Ex.llibit. I.) Under date ot 
December 16, Mr. McCarter repl1ed to the Secretary, expreaai~ 
his appreciation ot the Seoretar7 1s letter. (See Exhibit. II . ) 
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11r. !l'hoaas li. llcCarUr, 

l!wDson, llew J erae;y. 

Dear llr. KcCarter: 

4 
~- :c 

Deoeaber U!, l.Q~ 

1 wish to e~ress, personally as well as o!ficiall;y, 
_, sincer e appreciation of the service you haTe r8Ddere4 
to the Government azul. the people of t he 11n1 ted States i .n 
tv.rni sh1ng the illtort~>ation which has broU£;ht uont the con­
viction of two employees of the Bureau of lllter~~al Rneuw.o 
of the Treasu-y Department aDd a tu consultant on charges 
of conspiracy to defraud t .o.e OonrnJDent. 

An unscru;>ulous man mit:bt haTe taken adTmtage of 1111 

opportunity to defraud the Treasury; 1111 upright man might 
simply have refused to have aeythins t o do wi th the proposal. 
Only a man with a high sense of public duty would have taken 
prompt steps, aa you did, t o e~oee the fraud without r egard 
t o the coat and inconTenience to himself that might ensue. 

While it 1a di~eartaning t o learn of di~oneaty in 
the Ooverm.nt eervice, i t 1a .o.lcbl¥ encouraging to be able 
to obtain the kind of coopera tion that ;you haTe gi Ten volUD­
t arily in e~oalng it. You have set an example for which .rou 
deaerTe great pralae &Dd a feeltn& of satisfaction ill a public 
duty well performed. 

(Sgd) H. MorgentAau,Jr. 

Seoret&rT of the !l'reasur.r 
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itJWSOliiHILL 

iUI.!SOll, liB'f JERSEY 

December 16, 1936 

ll,y dear llr. Secretary 1 

I aoknowleqe, with th&nlca 
aDd appreci&Uon, the receip t ot your letter, co»­
aoeudinc rq action in brincinc t o the attention of 
the OoTerru:>ent, \he atteq>t to interest • in an 
t.proper ~egptiation attcotinc rq income ~es 
t or the year 1932. lbat I did, I thou&bt it - ·• 
olearq DIY duty to do, aDd 1 am glad it 1 han 
been of ass1atance in puttinc a stop to a con­
ap1racy that migbt baTe had •ery aer1oue r eeulta 
t or t he Go•ernment. 

Very truly yours, 

( Sicned) Tho•• )1. lilcCarter 

Honorable Heney lilorgentball, Jr. , 
Secret&.r7 of the 'h'eaaury, 

11ash1ngton, D. C. 
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December 13, 1935. 
Friday 

Gee, it's fine today, isn't it? 

Yea I suppose on a market like this you sell a 
little, don't you? 

- we won't let go until it gets eleven seventy-five 
on the new. 

Eleven seventy-five on the new1 

Yea 

How muoh you got how muoh have 70u got left of 
that old stuff that I sold you, anyway? 

- Six hundred thousand bales or spot . 

Six hundred thousand bale a or spot? 

Bow, you see we took agai.nst the sales 

Yea 

- approximately sixteen hundred thousand bales ot 
tuturea . 

How muoh? 

About a million six - I could g1 ve you those exact 
figures with a little oheoking up. 

6 

Would you Dd.nd sending them over - mark them 1 Confi­
dential'? 

Yes, I 111 eend them over and mark them •confidential'. 
Bow, here's what we've been doing, you see, while the 
producers are selling ott their this year' a crop -

Yea 

And there are t en cent loan arrangemento -

Yea 

1'h.at 1a in tha differential payaent. Wa haven't 
been selling any more spots out ot the pool. 

Oh -

We1N so1ng to rea,_ 1t - now this 1a .,_,. cont1-
det1al - but ot cOIU'ae atter 1t1 a .o.,.d out of tha 
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D. : 
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D. : 

H. M. Jr .: 
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bmdJi ot producers then we want to atart rean•Sns 
aellins epot. 

Yea 

But we have been doins tb1a 
-de any announcement about it 

•o 
you know we haven 1 t 

And we haven It told anY'>od:r a bout it - that a a the 
~kat baa justified durins the last two months 

Yea 

- we are going to have them aold - been aellins 
gradually out ot our tuturea without replaoins thea. 

Well, Hanry told me you were doins that. 

Yea, we wanted to ease them up but we discontinued that 
on the market price. 

Oh -

- the other day and we haven 1 t b een s elling any. 

Yea 

we'll come to the we do have a lin• ot 
January - ao we've got time on that and 

Well, What did I'd love to have juat a picture -
what you•ve got in the way ot cotton and so torth -

What you want to know ia - the 

The a1 tuation. 
' 

Tho exaot situation ot our - on the tutur.. market? 

.And wh&t you've been doin& the laat month or two. 

8JPo' - and what •'ve been doil::gT 

~ laat JDODth or two. 

Yea. 1fT 11111n l'.rll both out 

Woll, tlwre'• no hurry. It I have it MondaY 
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H. L! . Jr.: 

D.: 

n. M.Jr.: 

D. : 

H. M. Jr.: 

D. : 

222 
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All right, I'll get right at it. 

And juat make a note when you send thoae things oYer 
eo mark t h em in the corner, - ' For Kra. Xlotz•. 

I'll do that. 

Then then 
next to mine . 
Treasury. 

they come right to her office,it's 
And otherwise they go all over the 

I don't want this 
dential information. 

now this ia extremely conti-

Now, look 

Yea 

It's in my office and the only person I 1ll d1acuaa it 
with except Wallace and you ia the President. 

Well , that 's fine . I want you to have it then. 

H. l:l. Jr. : See? 

D.: Yea 

H. M.Jr.: 

D. : 

H. M. Jr.: 

D. : 

H. M.Jr ,: 

D. : 

H. L~ . Jr. : 

D.: 

H. M.Jr.: 

D. : 

And - this - I mean, when I say that -

I !mow it, I 

Yea, but outside of you and He.ll17 and the Preaident 
I won1 t d1acuu it with an,-body. 

And I 111 g et the infon. 

But I I just I'm watching this whole thing 
and - well , there are t i mes when we might be s ble 
t o help you too. 

Well, that 1 11 what waa goi ng through my 1111nd -

'!'hey -

I '• very anxious to ~ve you in poaaeaa1on of all 
these facta 

See? 

- because I •a advocating what I think 11 the only 

8 
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H.M.Jr.: 

D. : 

H. :.r.. Jr.: 

D. : 

H. Jd. Jr. : 

D. : 

n. u. Jr.: 

D. : 

H. M. Jr.: 

D. : 

H. M. Jr.: 

D. : 

B. 1.1. Jr. : 

D. : 

H. M. Jr.: 

D. : 

H. M. Jr.: 

D. : 

B. !A. Jr. : 

D. : 

H.M.Jr.: 

sensible course with respect to thla lO&D aa&ton 
and the pool cotton . 

And that is to sell it When you can? 

Yea, elr, and begln liquidation 

Well 1 I 1m w1 th you. 

We've got a chance to get rld or a million bales, I 
think, thi s year o:r tbat loan cotton -

Wonderful -

- in addition to liquidating our pool. Now, I think 
we've got that opportunity. 

Well, you know, we had that chance, when I was in 
Farm Credl t, through Jlaroh, April and lfay ot thirty­
three. 

Yea 

And I just sold my head otr. 

Yea 

And we cl eaned house . 

Yea, that's what we 've got to do . 

And now, it it you 1 re going to have a g ood marlcet, 
I think - take advantage ot it. 

Well that' a what I tblnk. 

And I went all through that - we sold and liquidated 
all the groceries that we inherited rrom tbe Farm 
Board in that three month&. 

Yea 

And what we dldn' t sell to the publlc we sold you. 

What I want to do 1s to have your help and we need to 
talk to the President 

Fine 

- because the cotton Senators, you know, they're 
1
•

1 th871 re just go1Jl6 to be down here just l'aiaing he • 

it 1.! I !t 
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'J'OU stn - tbl f'aota IID4 I da•t lll14eretu4 t:he 
let'• 'J'OU an4 I dt do'llll u4 'fOil eJEplaiD lt to-· 
PlM 

All right 1 tbmk J'OU 'Ye1"J' mlOho 

All rlght. 
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UNITED STATES DEPARTMENT OF AGRICULTUR.II: 

A OIIICULT UIIIAL AOJUISTMIIHT AO MIN I8TIIIATION 

W A. HINOTOH, 0, C 
l\)\-

Pill$Q!l!. AJ!D CONl'll)J:Ii'l'I,&L 

Dear Seeretar.y Morgent~: 

I n accordance with our telephone conver aation 7eeter4af , I .a 
forwarding for 7aor per sonal and confidential information a atatement 

reprding the cotton holdiJip of the .i&l"i cultural Ad.justMnt Aclmlnhtr ... 

tion and the Comaodi t7 Credit Corporation. 

'!'he Cotton Pool of the .Ae;ricultural AdJustment Admildatration holda 

6t!l ,920 n .... lllmdred pcnmd balea of actual cotton, Talued on todq1 a urket 

a t 12.01 centa. 'l'here has been aold dnring the pa.t thirt7 daft 83 balea 

of epot cotton, the eales beinc made at an aTerace price of 11.94 centa. 

'l'he cotton Pool of the .Ae;ricul tural Adjus tment .Adml.niatration also 

holds 900 ,100 balea of f'uturea contracta diatributed in varioua tradinc 

IDOntha in the llew York and In"Orleana cotton exchan&es. Oil l!OTBbar 11, 

1935, the Pool held f'utures contracts for 980,800 balea. Sin.ce that tU. 

t here has been aold, and not r eplaced, 80,700 balaa of JeDJNT contracts 

at an a..-ere.ce pri ce of 11.7973 oenta. 'fhe coat of the contr aota now held 

b7 the Pool, redUced t o a bash of Dec•bar llew York cont racts, 1a 11. 16 

centa. Deceaber contracts olo .. d TOaterda;r at 11. 60 cents, indicating a ,.U 

1n present holdinca of 44 pointe. 'l'hh doee nt-t ••an that t he entire Pool 

tranaactlona in f'uturea will ahow gain a, aa there haTe been loaaea ia prmoua 

tranaactiona and expenses incurred in t he pe.yunt of brokerage teea. 

In addition, t he C0111110dit7 Credit Corporation baa outatendlnl loans 

at the preaent time aa followaa 

1933 - 1.0 Cant Loan 
lleld b7 0 1l1t7 Oredi t Corporation -

19M-3!5 - 12 Cent Loan 
lleld b7 Q-.,41 t7 Oredi t Corporation 

lleld b7 baDka which han oontraots 
of parchaaa with C~tT Credit 
Oorpor&tioa -

6,671. bal•• • 320 ·""'· 82 
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1936-36 ... 
l elcl.., 0 tUT Cntit Oorpon.U•-
Hell .., liMb Diab loan _,rMh 
ot puobue wUll 0 U\7 CJ'e&U 
eorporaU•-

!o\al -

Ob .. ter c. Jlarte, 
4dalaietrator. 

22S -
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lj.,uUJ i'iW><> r!C<G.n - 0eCOIIber 1:1, l;Jl\5 . 13 

REP, .JAMES ;, SCRUGHAM TODAY ADVOCATID TltlPOIAIY CISSATIOI OF 

IC~ SILVER BUYING ABROAD •to BREAI UP TKE BRITISH PLOT ACAIIIST OUR 

---
12/13··R.41P 

• 

ADD SCRUGHAM SILVER 

THI RECENT BREAK IN THE SILVER PRICE IS Dut to EFFORTS Of POWERFUL 

BRITISH FINANCIAL lNTIIE&TS TO EMBARRASS AND WRECK IF POSSIBLE THE 

AMERICA~ PROGRAM OF lNCIEASlNG THE USE AND PRICE OF SILYIR, 

Ht SAID ME HAD BECOfll CONVINCID ott THIS AFTIR INVESTJGATION.-=lN'--­

•st VtRAL WELL INFORMED QUARTERS.• -•stCR!TARY OF TREASURY MOR~THAU HAS ANSWERED THIS BRITISH NANtUVEI 

VERY WELL BY PLACING HIS ORDERS IN OTHER SILVEI RAIIIT&,• SCRUGHAN 

VENT OM, •APPAIDITLY THAT IIEAIIS Ill SOtll or TKE llfPOITAIIT OIIUNAL 

SILVER PIOtUCIIC IIATIOIS, IIIEIE TIE flrTAL CAll II PROCIJUD AND Till 

BRITISH SPECULATORS CIRCUKYEIITI,, 

• HOWEVER, If TilE PURCIIASIS IMIIU 'nil IILYU ACT or 1U.41 VERI: 

CONJ'JIIED TO Till 1,1, FOI Till PUIDIT IT WOULD II Tll SUIUT lAY OF 

DEFEATING THill IWIIPULATOIS, • 

11/13-a.OJP 
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DO•I JOll:t.S TlCUJl - Oeceaber lll , 1&55. 

-9 37 AM 

LONDON S ILVER MARKET 

LONDON - BULL I ON BROKERS HERE DEPLORE THE 

SUGGESTION MADE BY SOME LONDON NEWSPAPERS THAT 

THEY RESENT U S SECY OF TREASURY MORGENTHAU-S 

STATEMENT THAT IN THE FUTURE HE WI LL BUY IN 

OTHER MARKETS BE41 DES LONDON -THEY FEEL THAT 

THEY HAVE HAD A VERY GOOD RUN OF .BUSINESS OUR-

lNG THE PAST 18 MONTHS AND ARE QUITE WILLING 

THAT OTHER MARKETS SHOULD HAVE THEIR TURN-

THEY ALSO FEEL THAT THE LONOON MARKET THO 

ITS LONG EXPER I ENCE CAN WELL HOLD ITS OWN WITH 

OTHER CENTERS -

THERE I S A DISTINCTLY BETTER TONE THIS 

MORNING TO THE MARKET AFTER SECY MORGENTHAU-S 

STATEMENT WHICH HAVE ASSURANCE THAT 'THE FORE I GN 

SILVER BUYING POLICY HAD NOT BEEN ABANDONED 

THERE IS ST I LL A CONSIDERABLE VOLUME OF 

CASH SELL I NG ORDERS TO EXECUTE AND THE PRICE 

14 
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MAY AGAIN B£ LOWER - HOWEVER LIMITS HAVE BEEN 

PLACEO IN MANY CASES- IT IS LI~ELY THAT NO 

FORWARD 0UOTATION WILL BE MADE TODAY OR FOR 

SOME DAYS UNTIL THE MARK ET SETTLES DOWN-

THERE ARE NO ACTUAL OR POTENTIAL DIFFICUL­

TIES IN LONDON AS BULLION BROKERS TA KE THEIR 

ORDERS FROM BANKS WHO WILL HAVE TO FACE ANY 

DIFFICULT IES ARISING WITH THEIR CLIENTS BUT 

THESE ARE L I KELY TO OFFER NO REAL EMBARRASSING 

SMELTERS WHO HAVE LONG STA ND ING CONTRACTS TO 

EXECUTE-

WITH REGARD TO WHE LARGER ASPECTS OF THE 

AMERICAN POL ICY IT I S PRESUMED HERE THAT SECY 

MORGENTHAU IS MANOEUVER I NG TO TAKE OVER LARGE 

BLOCKS OF CH I NESE S I LVER AT LOWER PRICES OR 

ELSE TO FORCE CHINA BACK TO A SILVER STANDARD 

IN THIS RESPECT THERE IS SOME RESE NTMENT WTHE 

GREAT BRITAIN SHOULD BE BLAMED FOR THE AWKWARD 

REACTIQN~ OF CHINA -- CH I NA TO AMERICAN SEN­

ATORS FANTASTIC SILVER POLICY-

15 
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J)J,, J J .o.W trCJil.k - December 111, l 9SS. 
16 

WASHN- PRES I DENT ROOSEVELT DEC LINED TO Pra.d.M - ---
COMMENT TODAY ON THE S ILVER DEVELOPMENTS OF THE --
WEEK REFERR ING ALL OUEST I ONS ON THE SUBJECT TO 

THE TREASURY QE~T- ~ c)Stlli· ... 

1 
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ru;l J J.ll:.S r:CKlit - Deceaber 13, 19S5, 

DEC 13 1935 
StGl R t :nn 

NY - BASED ON EXPERIENCE OF DAYS 

IT I S ASSUMED LOCALLY THAT THE TREASURY WILL 

BUY LOCAL S ILVER TODAY FOR DEL IVERY WITHIN ONE 

DAY AT A PRICE OF 6 1 LENTS PER OUNCE-

l1 
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J).),, .; ) i•l.S !H •. illt - December U., 19~5. 

LONDON S ILVER MARKET DEC 1 8 IO'llj \~ 
LONDON- EIGHT EEN PERCENT OF THE CASH 

SILVER OFFERINGS ON THE MA RKET HERE WERE AGAIN 

DISPOSED OF TODAY 
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JJtt J J.,J:.S 'I'!LiG.n - Ooce:aber lll , 1J35. 

j/ ~PRE S IDENT HAS NO COMMENT TO MAKE ON S I LVER 

SITUATION - PRES I DENT SAYS EXCESS RESERVE 

SITUATION TOO TECHNI CAL TO ANSWER- ON NRA 

LEGISLATION PRESIDENT IS WAITING REPORTS FROM 

VAR I OUS AGENCIES - ON NEUTR AL I TY LEG I SLATION 

PRES IDE NT SAYS SOMETHING HAS TO BE DONE BY FEB I 

APPOINTMENT OF RESERVE BOARD MEMBERS T O BE SENT 

TO CONGRESS B Y MI DDLE OF JAN- BUS INESS MEN HAVE 

MADE NO SUGGESTIONS FOR T AK I NG MEN OFF RELIEF 

PRES I DE NT SAYS -

19 
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WALL S'Ii!3S'r JOOlllUL 

~::1""'--...iii 

p-- 1~ -
Chinese Smuggling 
Actuated Change 
In Silver Policy 

Huge Gain in Japanese Exports 
For This Account - Mor­
genthau Still Buying 

But Not So Much in London 

BT fl-1'- KU.OO. 
••-.Jt C~n~ _, 1'MI ,.,, • .~~tn.•rr JI'IGaJJ.t.l 

w .UHU<O'l'ON- Tbo Trouuzy'a doeloiOn 

t.hs. week to ~y Ita .Uvtr .. lA m.an7 dttl'erent 
pla< .. ;- IUIII4 ot l&rpl7 lD lilt lAdoa """'" 
~·t. wu actuat.d_ lmOftl Ol.ber Lb.J.nt'a, by tbe 
deatre ot tbe AdmlD.lltnUon to cbtc.k lbe low 
Of c::::b.ln4M .Uver IJDlUIIIecl lnto Japan and ao1d 

to tbt VD.Ited fhat.et tbrouab Britltb chMM-1& 
1'bJt wu lacUcat.d )'tlltNa)' wben Seen· 

tary Kora•th&Q. att.er tt.&U.ar that ht wu 
aun .carry~., out u.. anvar Putcb&N Act.. ,... 
fwred MW~~paper ma to Dtp&rt.mmt ot Com· 

1D8I"'e Jla'W"ta oa wor14 .Uver mOYe:D:I.at.L 

~ U.. mOlt lmport&Dt fact di.K:JoMd 
lr)' ._ ..,.,._ wu lll&t Ja- p~ 
CIOI1 a IIOialaal &D:IOU.ftt ot litYer, bu ncmU, 
'blcoaae a la.rp acale aporttr ot U.. ••taL 
h ........ ~ 

.,.,._ aporta cit .u .. r Ia &rptua.brtT. for 
a.mp&e. were worUa .....,.., 21.000,000 7ft', c:cm· 
- wtta l,MO,OOO )'00 ID lltpt..,.bor, 1134. 
Dw1aC u.. am DIM montU ot lbLI year. Japao 
~ lllver wort.b U4,161,000 ytn. u aptJaat 

1,JH,OOO Jtft ll\ tbe co~ JISt 
~ 
Acco~ to later rtpM ... from oLber IIOUrut, 

•'Japaane'' allve ....... whJdl naUy l'l'ltUI Cb.lneee 
.nv.t-b.u ~Unu..:t \0 &nive In .En1I&Dd lD 
c:omparaltnlt ta,.,. quaatUJn and tumJ&bu 
put ot tbe •upply t.Ut the Am..neeD Trtuury 

....._,. t•"' to ,., • .10, eo~ ...... 1 

20 
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ApaiM •• , .. , Tax 
Tbo ... rel&r7 cltc:Haocl to •-meat wlloa 

ullld .UU..r acotJ&Uona were UD.dt-T wt.y tor 
t.U purclt&M ot .Uver dltect from Chlaa. Nor 
d1d he todicat.t wh.eth4r M t.bouPL t.be New 

Yod< -t ~ P'&7 a 414Dltely ~tr n>l 
1D u.. Ill•" bu,tAc prorraaMreattu. He 
how .. .,, - that Ill> pootUaa apll>.tt rtpt 
o1 tho 110~ WI oo opeeul&tlvo IUftr pro4IJI 

WICIIollp4. 
Tlllo tea .... proncl • doblta -­

~- rtfo .u..., ti'Mera aad '- 'QOd.ou 

plaJ'Od • part Ia llooplllc tho -t --tn 
toe! 1ft ~. aut It~. ot _..., lend 

·- tho Ia- o« ~ OD U.o prl 
or alver wtn New York to bloiDe u lrnporl 
ut - tor ,.,_...,. opo.- Ia tho will -~ llloopRthala - that lie 

.......... --ooe,n.- tha­

........ that, - tor - tG4oor ... 
~ all tha - faclll """ ....UUS.. H 
- 1a1o otd to,.....,. a~ 
..... I t '''t.e 811101 tM ,...t ------...-­..,., 
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December 13, 1935 

At the 9:30 group meeting t his morning , ur . Uorgenthau 
di scussed the l etter of December 6 which he had received 
from Senator Bulkley . He definitely decided that he was 
boing to accept t he Senator 's recommendations that without 
furt her ins i s t ence upon a general r egulation, ~oore will 
divest hicsel! of all profits by retun1ing t hee to t he 
C,wpany , and the Company will accept t hem only with the 
condition t hat t hey be turned over to public charity as 
f as t a s received. Attached i s a copy of Senator Bulkley's 
l ett er . (See Exhib it I) 

Aft er the decision was reached, l.!r . Uor genthau t el e­
phoned t o Senator Bulkley and attached i s a transcri pt of 
t he ir converse t i on. (See Exhibit II) 

Discussion was a l so g iven to the case of lli se RosenblUD 
who had applied for a position as Inter nal Revenue agent 
but had been discriminated aga inst because she was a wocan . 
I nvestigation disclosed t hat i t is not the policy of the 
I nt er nal Revenue Bureau to appoint women as agent s . :!r. 
!:or senthau definitely told l.lcReynolda that he saw no r eason 
why a woman should not be employed in t hat capacity and 
said he positively wanted to go on record to this effect. 
He 11-sked !.lr. l.lcReynolds to prepare a letter for hi s s i g­
nat ure t o Comnissioner Helvering expressing his di sapproval 
of t he prese!1t policy not to appoint wocen as Internal Rev­
enue agents and his desire t hat such policy be changed. 

~r . ~or0enthau asked Chip Robert to look into the se­
lection of a site on the West Point reservation to be used 
a s a suit able plaoe for t he s torage of s ilver . · HU,Jr. is 
very much inter ested i n t his parti cular location and wants 
~. Robert to carefully investigate the possibilities of 
buildi ng a s torfl{5e place for s ilver on this s ite. 
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U1li'l'ED STATES St:!tATE 
CO:l::ITTEE 0:1 BAJ:Kn:G .UiD CtTRRE:!CT 

Hon . Henry Uorgenthau, Jr. 
secretary of the Treasury 
washington , D. O. 

De~~r Ur . Secretary:-

Cleveland, 
December 6, 1935 

.:c . 
22 

I have today had a long t alk with Collector Uoore . I 
must repeat that I run particularlY sorry that you could not 
see your v1a..Y to conclude the matter on the basis of Uoore ' s 
last l etter as I think you could, with propriety and dignity, 
entirely overlook the question of whether the phraei.ng of 
hie letter implied any question of forcing action upon you, 
because the action sugsested was nothing but embodying in a 
general regulation your own pronounced and j ustifiable views, 
and I am sure tha t you intend to promalgate such a clarifying 
regulation in any event . 

Your l atest letter , which insists upon postponing the 
question of a general order and making it ent irely independ­
ent of the case in hand, unfortunatelY reopens the question 
of the profits of the transaction being turned i nt o t he 
Treasury . Though I would not care to stress t he question 
of where the profits should be turned in, I ac sure that 
'both :.:oore and his legal adviser are sincere in the view 
thAt they tenaciouslY hold that to turn the profits into 
the Treasury in the absence of a general regulation is not 
ooopatible with lloore's insistence on h is innocence, and that 
it oo~ehow icplies a confession of guilt . 

Hor.ever, after eome difficulty I have secured the con­
Bent of all concerned to the following set-up: Without 
further insistence upon a general regulation, Uoore wi ll 
divest himself of all profita by r~turning them to the 
Company , and the Company will accept them onlY with the 
condition that t hey be turned over to public chllrity as 
fast as received. 

I n view of the fact that I stil l think it is unfair 
and oppressive to demand an accounti ng of profits r eali zed 
b efore any official objecti on was made to the relat1onoh1p 
in question , and in v iew of the fur t her fact that no good 
reaaon has as yet been advanced why you could not have 
covered tn~ sit uation by a general regulation, which I 
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hones tlY t.hinit you ought to have oade promptlY last August. , 
it i.e a,parent that I have continued to try to help you in 
sustP1ning your view point as to oat ters that do not cocoend 
themGelves to my own view of the fitness of thlnss . I, there­
tore , feel well Jus tified 1n aski ng you to yiel d enough of 
your position to approve the pri nciple of the final adj ustment 
on t he t er ma above outlined. I am eo tired of the whole 
matt er that I do not want to be forced to are;ue the necess ity 
for the slight vari ance between the terms of your r equest and 
the above eet tlement, which will close the whole oatter. 

While I resret that you felt it necessary to wri te your 
last l etter at all , I ao gl ad to note that the tone of it was 
courteous and considerate, and I can assure you that 1t you 
wi ll give ce your approval of t he settlement herein suggested 
t~e letters froc ~oore and the Company, which would be neces­
sary to consucoate it, will be worded in a friendlY and respect-
ful t:lllnner . 

Your t elephone call this morning smoothed out the feeling 
of anger which I had yesterday, but i n all frankness the severe 
pressur e tor action befor e opportunity to think t he mat ter over 
dld make 1t more diff i cult for me to rna inta1n that you are pur­
suing t he probl em whol lY t7ithout reference to any per sonal 
fee ling . 

SincerelY yours , 

(Signed) ROBERT J. BULXLEY 

Regraded Unclassified 



Senator 
Bulkley: 

H. !.I. Jr. : 

B.: 

B. M. Jr.: 

B. : 

H. IJ. Jr . : 

B. : 

H. U. Jr.: 

B. : 

H. M. Jr. : 

B.: 

B. M. Jr. : 

B. : 

H. lf. Jr. : 

B. : 

H. M. Jr. : 

B.: 

B. : 

B.: 

Good morning 

How are you? 

Fi ne 

December lZ, l 9ZS. 
Friday 

Senator, I 1 d have answered your letter before, but 
I was 111 for a couple of days. 

Oh, I ' m sorry to hear that. Are you all right? 

I ' m all right now. 

Good I 

And I ' m delighted to go along with you on your -

Oh, gee, that ' s fina l I 1m glad i t' a all set. 

Me too, and now, wil l Moore write me a letter? 

Yes, I'll 
we'll try to 
glad to get. 

Pardon me? 

I ' ll get together with him and then 
make it a very nice one that you 1 ll be 

I say, we' ll try to make it a very nice letter that 
you' ll be glad to get. 

Good, and then (Laughter) all right, that'll 
be an idea. And after that • after I've got the 
letter then I ' ll talk to you about the publicity. 

-Yes , that' s right - there • 11 be no publici ty until 
atter we talk. 

That 's r1ght. 

Fi ne 

And I haven ' t written him and 

But I don't But I think that t he next move 1e tor 
h1m to wr1 t e you. 

I t h1nlc ao. 

'!'hat I 8 righte 
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E. J.:. Jr.: 

B.: 

H. M. Jr . : 

B.: 

H. !.I. Jr.: 

B. : 

H. M. Jr.: 

-2- 25 

Pine, I - and I appreciate the help that you ha,.. 
g1 ven me 1n thia -

Well, I I am 
I 'll have a chance 
damned nuisance it 

o. K. 

All right 

Ke too 

Goodbye 

All right 

but eome time 
to rtlit with you and tell what a 
haa been. 
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ll. M. Jr.: 
Senat or 
Bulkley: 

B. K. Jr. : 

B. : 

B. M. Jr. : 

B. : 

H. Y. Jr. : 

B. : 

H. M. Jr.: 

B. : 

B.: 

H. M. Jr.: 

B. : 

Hello 

December 6 , 19~5. 
Friday 

Yea, hello, Mr. Secret ary. 

This ia Morgenthau. 

Yea, whf 1n the devil do you g et in such a ruah 
before I have time to talk to you a minute? 

26 

Well, before I Just want totell you, - gosh, 
you certainly knocked me below this morning. I 
never felt the way I have after getting your tele­
gram. I I waa I sent him the letter Tuesday 
by registered mail 

Yea 

And I simply called him up and gave h1m 

Well , he baa been sick. 
ot days 1n bed and I've 
haven 1 t had a chance to 

Well -

He 1 a been spending a couple 
been out ot town and I juet 
even apeak to him about it -

I 1 m sorry about i t and 

Well , of cour:~e I didn't 

I had no way ot knowing -

He told me 
turbed about 
you th1 nk it 

that he had it and he was a little db­
t he letter and I told h1m, ' Well now, 
over, that letter i a all right'. 

B. ~. Jr. : Yea 

B. : 

H. Lt. Jr.: 

B.: 

And the agre-t •• that I waa tot alll: to h1m about 
it aa soon a a I could. Aa a matter of tact I am 
seeing h1m this morn1ng. 

Yea. Well -

I I just got upset by ,-our putting that pressure 
on because I thought ,-ou were going to rel7 on • to 
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B.: 

B. M. Jr.: 

B. : 

H. :M. Jr. : 

B.: 

H. M. Jr. : 

B.: 

B. U. Jr. : 

B.: 

H. M. Jr . : 

B. : 

B.: 

B.: 

B. M. Jr.: 

B. : 

H. U. Jr. : 

B.: 

H. M. Jr.: 

B.: 

B. ll. Jr.: 

- 2-

try to work it out. it only makes it harder to do. 

Well, I didn't - I just felt that the lUJl by 
Xonday ought to let me know one way or the other 
what he was going to do. 

27 

Well , I th1nlc that ver-y likely may be worked out. 
I haven't seen h1m yet at all since he got the letter. 

Yes 

And I have been t'rying to, but I had to be in 
Columbus -

But - but you realize that you most likely 
sent that telegram when you were mad. 

Yes, I was mad - sure 

And you know that 

I I confess that. 

- that the idea that you suggest there, that I don't 
operate like that. -

All right letts try to work it out. 

o. K. 

All right. 

Now, look, Will you do this tor mef - and it'll save 
me I ' ve got to go away Monday and Tuesday • 

Yes 

So I won 1 t be b aok here until Wednesday. 

Yes 

So it he is cOIId.ng down, tell h1m not to come until 
Wednuday. 

o. X. 

But I hope he won't oome. 

Well• I - I'm sure going t o try to work i t out. 

o. X. 
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a . ... Jr. : All right 

B.: All right, thank J'OU• 
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Senator 
Bullcley: 

B.: 

H.K. h.: 

B.: 

B.: 

B.: 

B.M. Jr.: 

B.: 

December ~. 1~5. 
1'ueeday. 

29 

Senator, I doD't mow whether 7ou aaw 11r. Jfoore•a 
letter to .. betore he aent it -

Yea, I did. 

WeU1 it - traJikl.7, it waan•t what I expected, and­
I 1 d ~ike to read to 7ou the dratt ot an answer that I 
haYO written to hia, aeet 

I appreciate that. 

AD4 s•t ,.au -

I thought - I thought he answered 1 t juat about 1n 

line with what 7ou were solng to do. 

•o - th1a point that he wants u to - he' a telling 
.. to set out regulations, 7ou aeet - He -

Well, he aa1d that he had complied but didn ' t thlllk 
that be ought to be nnsled out, aeet 

Well, ot course -

- Beoauae ot the sen oral regulation a. 

He 1m' t ainsled out, but I can't JaDYe on the other 
people until I take up the Prea1dant1al Appointment 
t1rat, and e"''er,. Wall, let me read you tha 
letter -

lll rlsht 

Seat It'• ••r,. abort. 

o. lt. 

I aokDGWledse receipt ot bla letter, tben I aa71 
'I bel1e"''e that ,.au are b7 th1a u.. autt1o1at~7 
aware ot ., "1'1-• in the .. ttera ot tbla Jdnd to 
realise that 1t 1a at1rel7 t.poaa1ble there shoUld 
be an7 dnsHns out or ,.our ca .. tor 1QlU8UI..l and 
harah act10D. You .. ,. be quite nre that 1n al1 
caaea Gich o- to ., attation 1n wbloh a dJd.lar 
aituatlOD ia presented I ahall -.a the .... rulinl 
that I ha"''e 1n 70111' oaae, unleaa 1n the apeo1al 
oi~tanoe ot a particular oaae .ore draatlc aot10D 
ia oalled tor. Aa I haye stated betore it ia not 
neoeaa&PJ \a 1naiat that JOU baYe "''lolated a letter 
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of any regulati on in order to support m1 deci s i on 
in this matter . The question as t o the desirability 
of issuing a general order more specifical l y to cover 
this subject will be considered in due course on its 
meri ts and apart from your case . 

B: 

•Please let me know at your earliest convenience tha t 
you are prepared to comply with the request in my letter 
of lTovember 20th, 1935. 

Wel .l 
it . 
that 

Yours very t ruly, ' 

(Laughter) I haven 't any specific benefi t from 
I - I just don't - don ' t - I didn' t suppose 
other would embarrass you at all -

H.U.Jr : Yes . 

B: Except i t does make a general argument . 

B. !.I. Jr : \¥ell, it does embarr ass me . You see, he 's - he 
isn' t in a positi on - I mean - to tell me that, you 
see? Now, - just - you see i t would be very easy 
for me - the easy way for me to be would be to f ire 
t hese other fellows and then sit back and wait for 
the Presidential Appointment - so forth and so on. 
Bec~use these other fellows are Civil Service. But 
I want t o take care of the Civil Service - I mean 
the Presidential Appointment f irst and then do the 
others immediately following , you see? In other 
words, I tm making it as di ffi cult as possible for 
myself, but I think it's only fair . 

'B: Well -

H. U.J r : If you have no objection to that letter I'll read it 
to you again i f you'd like me to? 

'8: Wel l , now, l et me be quite frank about it . 

B. U. Jr : Please . 

B: I - I regret that you feel that there ' s any necessity 
to do t hat -

H. &l .Jr : Yes . 

B: I - don ' t feel that there ' s anything in the letter 
th~t I'm prepared tc argue against very much, but 
I ' m just darn sor ry you have to do it that way. 
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B.: 

H.LJr.: 

B.: 

H. H. Jr.: 

B.: 

B.: 

B.: 

H.M.Jr.: 

B.: 

B.: 

B.: 

Wall, I'm - I'm sorry that he brousht up tb1a 
quaat1on ot theaa rulea and regulat1cma, _70U aeeT 

I•• aorry he ra1aed that, - aa a oond1non. 

Wal~ - 1t 1a auoh an awtul ~1 -tter - wb7 
don't you lat 1t goT 

lfo, I oouldn't do that. The Department•• too big. 

I d<m • t know - I get ao dulled dolt of the whole 
tb'ng (Laughter) 

Pardon me 

I get ao daaled a1ok ot the whole thing -

lie too 

It looks to • aa 1t -

I know we•Te both got a lot ot things to do, but • 

but wefve got a big Depe.rtment and - whUa I don't 

atand on d1gni.t7 the Departmmt hu a oerta1n d1gn1 ty 

and the tellow 1• maldag a oond1t1on to ua - he won't 

do ao.thina unleaa he ~· ae get out a regulation. 

Well, I o&nTt let the Departaent be put 1n that 
poa1t1on. 

Well I - I - 1n a_,. that'• true. I didn't 
think 1t -• worded - 1n a wa7 that would be ot­
tana1Te. 

•ow, 1t 70U'd rather aead - have • aend the letter 

baok to lloore and let h1a withdraw that oond1t1on, 

thc1 ! don • t have to 111'1 te h1JR th1a letter • 

I couldn't anawer tbat without talk1n8 to hla, but -
I - I doubt whether 1t would be daairabla to do 

that. I th1Dk - 1t TOU'd 

Well 

ju8t dlo!de 1 t would be just aa well 1t you ~ to .. 
anything at all to write the letter that you ha .... 1n 

Jdnd. 

All ript, well than • let -

1t T0U' d gat T&ry .mob 

Wall, we've gone over 1t and over 1t. ~ paopla 

that •ar 1t - 1t'a a queat1<m - TOU not1oe I 
aab th1a .r:!f'' t,. 1n tha Depar1aeot not 
Bmry Jlorscthau, or. I oould - I dl:m't ban 
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B.: 

B.: 

H. M. Jr.: 

B.: 

8.: 

B.: 

B.: 

B.: 

B.: 

B.: 

to b&Ye "' gnt t'J', I -a. But it • a a Depart.at 
ad we'•e all bee. OYer it -

Y .. , I think 70111re quite right 1n -.tntainiJIC the 
d1gn1 t7 ot the Department -

Yea 

But I I don't tb1nk that there'• aJ111:l11.D8 to do 
but 

•o, but he - •• I aa7, he 1 a w!dns a ccmd1t1on, ,-oa 
aee -

Well, I - I aee wtat 7011 -an,tbat 1t can be in­
terpreted into a oond1t1cm 

Oh, it will be • 

becauae it 1a a condition, but at the • ._ tt.e 
I'd rather he'd word 1t in a YerJ respectfUl and 
decant _,... 

32 

Well, it'• perteotl7 reapecttul but he Juat at.pl7 

••78 he im1 t soins to do aomethins unleu I do •­
thins elae. 

Wel.l, be 1JIIP11ea that he •an't goins to do aometh1ns 

·Wel.l -

Wbat he aaid waa tbat he'd gladly do 1t 1n auch and 

auch a -7· 
But 1t ,-oa don't b&Ye ~ objeot1cma - I •an -I'd 
like to aend th1a letter. 

Well (Le.ughter) l et • put it to 7011 that I juat 
object 011 tbe around tbat 7011 can 
no queation about it at all -
Yea 

I don't - I don't tb1.nk there'• UQ' particular exoe 

to 1lba t 7011' re ••Tins • 
Yea - and, but will 7011 help 11111 olean the thiDS up! 

I want to help get th1a thins ol.eaned 1IP 

Yea 

UIJ' WaT it CAD bee 
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H. M.lr.: 

B. : 

B. : 

B.: 

B.: 

B.: 

R.K.Jr.: 

B.: 

B.: 

-s-

I oer1;a1Dl.,. will do what I oan. 

line 

And I wiah to the deTil ,.ou didn't ha't'e to do -

Well, I don't either, but -
hadn't written it that wa,.. 

and I wiah he 

Well - Goahl I thought we had it prett,. well fixed. 

lfo, no 

Well, I don't know. I'll do What I ~ 

Let'• get - I take it troa What you 
aa,. that be had intended paying ae the mone,. baok. 

- Tea, he said - but ot oourae he hasn't got it 
a't'ailable right ott -

lfo, but he'll gi~e me a note or something. 

So, ho has the obligation to do it. 

Well, let's -

And --,be he intendGd to waive all quibble 
about wh1oh ia r1cht and what' • hi a 

Tea, Well, I 'll aend th1a -

I thoaght it waa a darned good ... ,. to do. 

Well - well, I t h1nk U • 1t I'd had a ohance to 
talk to you and point th1a out before , ,.ot'., aa a .an 
ot attairs, would ha~e aeen the point that I a 
wk1ng• 

Well, ot oourae, tranltl,., be and h1a laWJer got to­
sether and lll&de that up. I didn't have anytb.1ng to 
do with that. 

lfo, but I mean, it•a juat the wa,. -

I did read it nor, bdore 1t waa .ailed and I tbo'Giht 
1 t waa pretty sood. 

Tea. Wel.l, juat the ... ,. I'• ahow1liS you - but you u 
a - ot attaira, you o• aee that, I -an, the h'eaftl"J 
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B.: 

B.: 

-e-

~t • 1t' a an Sllpol'tant ~t u4 ~ 
~·u- 1a la,S. DC doa a o011d1t1oa. Be oan•t do u. 
Well • 

WoU Dow, 1011 lwlp - got; thU ol-e4 up, will 
1011 pleaao! 

ctt oourao I WDt to got 1t oloue4 up u4 ot oourae 
I'll do 'lbat I ou. 

P1Do - all l'ight. ftllmk 1011• 

All l'ight. 

~ 1011• 

34 
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November 29, 1965. 

Han. Carl E. Moore, 
Collector or Internal Revenue, 

Cleveland, Ohio. 

Dear Sir: 

I have ~our letter or November 25th 1n repl~ to 
mine or November 20th, 1935. 

I believe that ~ou are b~ this tillle eu.rrie1entl~ 
aware or lltf Ti-e in matters or this ld.nd to realize 
that it is entiirel~ iJI!poeaiblo that thoro should be 
any aiDfling out or ~our case ror •unusual and harah 
action. You -~be quite eure that, i n all casu 
which come to 11tf attention in Which a a1lll1lar situation 
1e presented, I shall make the same r uling that I have 
1n ~our caee, unless in the apecial ciro\llllltancea or 
the particular case more drastic action is called ror. 

As I have stated berore it is not necessary 
to ine1et that ~ou have violated the letter or an~ 
regulation 1n order to au.pport 11tf deciaion in th1a 
matter. The question aa to the dee1rab1li~ or 
issuing a general order more epeciricall~ to cover this 
subject will be considered i n due course on ita merits 
and~part r rom ~our case. 

Please let me Jcnow at ~our earliest convenience 
that ;rou are prepared to compl~ with tho request 1n 11t1 
letter or November 20th, 1935. 

ver~ truly youre, 

(Signed) H. Xorgonthau, zr. 

CV01gmo Secret~ 

35 
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Qol.l.fXJTOH lNT&l CNAL Rltv>~NU& 

CLl!V"Et...A..-.....-u 

I 

Ron. RellJ")' llor,;enthau, .Jr. , 
Secretary of the !Teaaur,r, 
laabiJ>«ton, ]). C. 

Dear Sir& 

WoY .. ber 25, 1935 

36 

~ JOU tor JOur letter of WoYeaber 20th iB which 
70U state that ~ connection with a liquor oalee acena.r iB Ohio 

i s not a Yiolation of &DT statuto law or contrary to tho letter 
of &nT regulation of the ])epartaont; that the 1ntereete of the 

United 8tatea h&Ye not been d&Daged b7 the tran.aotion iB qQeetion 
and that I han acted 1n good faith iB tho utter beli~ ., 
connection to be ethical. 

I appreciate 70ur point of Yin that a connection 
of thie kina ie not deeirable tor !reae=7 otticiale or e.pl07e••· 

RoweYer, 7011 11&7 recal~ that aQ7 connection I bad waa eeYOred the 
tint of thie ~ prior to receipt of &nT iaatrucUone troa JOW' 

office. lb- on.l7 connection eiaco that tiae hae been that ., wlte 

hae ei&hteen eharee ot etoclt vpon which ehe baa recelnd d1T1d.,de. 

!'he r-iaia& utter 1a JOV re(lueet that I "aalte 

reatitut ion of all proceed• of thie traneaction b7 arraDCtn& to 
turn thea iato the !'re&elU'T"• I aa •=• that 1t 1e JOVZ iatnUon 

to be fair and Just NUl. that ;rou do not rieb to eia&l• • out tor 
W%U8Ual and hareh action, ia which ca .. &D7 rulia& ehould be ll&de 

unit or~~~. 

I rill , therefore , cheertlll.q coaplT with JOur re(luut 

vpon the tllltia& effect of a !Te&SlU'T Jlepar~t rocul&Uon re<llliria& 

all !T&a8W'7 otticiah aDd nploTOee, to,;etber with .-here ot their 

faa111ee , to tllke eiallar action, - thweh web regulation ebould 

be retroACtbe to the extent ot requiri~~& that pe;taellte pr.rlcul7 
receind ebould be paid iato the l7111ted It&t .. !reuur7. 

With RCh a recoJ.ation the ri&ht ot the !Teaelll)' to 
claia or t o accept nch" ~11te would be eetahliehed, which ri&ht 
iB all eiacer1t7 doee 110t •- to • to e.ziet llllder the preent 
etah oi facta. 
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w.. Caz'l . ....... 
Ool~ .t llll 1 •o •. 

Cla 5 1 ..,., • <~:ale. 

Olrbl \a IIV alii 1M GO a alp ab:road SD4 U. 

1401 o or oUioor aau • • 1 -... 11.- ~le •W tbla 

\S. \a clft ~ a\t.Uca w ~ "" Ula wUh 

• lla•• oal• • v sa Cblo. 

n .. 110\ "- ..... s , tho\ ~ a • 41\loo 

Y\eldel .... eta .. }a. SD4 l\ lo 110\ 8 DIIJU7 \a lulo\ 

u.t ,_ -.. n ola tel \1111 loUor or _, nan' dl-. 

•-• Ia llf' n. the •••uw t1111t• ot u. ... u .. 
olllla a o 1Uca W::.\ala - to • • JS=\to ..t 

-*-~· 

U 4.: DOt ow 1 r \bllt tbo lawrooto ot b 

tJd ted 8 \$\00 baYO 11.- •! ..... lQ' tbo \ ..... 1 Dt.l- la 

'IPCM\lca. :ron U - \o • latol.Ulo U.t otn­
ot \!11.1 ~t Jbwld bo.Y'O _, la\ono\ ot .-q kSJJI 

la U. UqQOI' ~._ ..a l • 1aoloUC Ia all -

that \ben llball-. 110 ..... ftlaU rt tpo. 

!'ba\ J"'III 1te1 I o I ~ 011\t.a \o -. otldoal Jill 

J'fO!IW 4ooo 110\ 1MIII1 .._ "• • U ao.o lllU..te ti!JJ 

CIPl~ or tbo ott • 1 • _.. ~ wlll oa-- W.t 

Mdt bor 700il - .., et .... "' ~ 
0 'J., .,,.,. 

pii'Oft\ tr. \blo 1 ••• l -. 'b :d\oao1 aalllll& 1JPGD 

,_ \o -- _ .. , "• ~ dl ... •• at tbla ,..,_ 

011\lca l!r u• I'• to ._ ._ late ti!JJ f • ..,. 

... .., " "' 
(S;.;t• :J) H. ~lorr~r h,n .lr . 

~-·· 'I 
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Dear Sira 

I have :your letter of NoY&IIber 25 in reply to 111ne of 

!lOYOmber ::0, 1955. 

I bolle•e that you are by thie tlmo autfioient]Jr aware ot 

'Ill views in ~~~&ttere of tW.e kind to rea:Lizo that it ill entirely 

illpeaalble tba t t here should be acy eln&llng out of your case for 

• unueUBl. aod harsh action• . You ~ be quite sure that, in all cesea 

which COJliO to -r attention in which a trlmller situation ie presented, 

I ehall .alr.e tbe eue ruling that I hll•e in :your ceae, ml.eaa in tbe 

~pec1.cl. circuaatances of the pe.rticular oaae 110re draatlc action ie 

calleclt';;i . ~7fU...~~~~ 
~ Io~tt~l:het e general order ,_to cOYer thia 

aubject will be considered in~...eourse on ita merits and apart 

from :your cese .~tated before, it la not nacessar,y to 

insist that :you have violated the latter of acy regulation in order 

to suppert r113 decision in thie matter . - ....... .......--"' 
Please let ae know at :your earlloat convenience that :you are 

prep&red to cocapl,y ri tb tbo requeet 1n -r letter of IIOYe:ober 20, 1955. 

VerJ trul7 youra , 

Bon. Carl ~. Yoore, 
Collector ot Intaroal Revenue, 
CleYelaDd, Ohio. 
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Deceobt r 13 , 1935 

ID:,Jr., ~et with~. Oliphant and~ . r.elv~r.!.ng 

today to d i scuss the placing of JeopP~ aesesscents 

~ainot t he 387,000 s t ockholders of Associated Gas and 
Electric Cocpany . 

Helver1ng said .!.t was necessary to place the J eopal'd.Y 

assessments on approx1nately $71,000, 000, representing the 

amount which Associated G&a and Electric received from sale 

of securities , because I nternal Revenue does not know the cost 

of the securities and the firm will not supply t he 1nforoat1on. 

As a result, 1t .I.e not possible to coopute the tax due. He 

aa1d Russell ' s best Judgment was that t he amount or tax due 

the Government .!.a $14, 000, 000. 

011ph~nt sn1d that Jackson had raised the obJection 

that if we placed the Jeopar~v assessment against the company 

they would be able to say to their core than 300,000 stock­

holder s that while their stock wac not worth anything now , 

it would have come back if the Government had not placed this 

assessment , the effect of which was irrevocabl e bankruptcy . 

Helvering susseeted tha t Hll,Jr. get the President ' s ap­

,rovol in advance , but ~.Jr . sa i d he never had asked the 

President if it were wise to put a Jeopardy assessment on 
anything and he t hought the t h ing to do was to decide whether 

t1e t h ink these people owe the money to the Government and 

whether the Governoent ' s tax is in danger. Oli phant seemed 

to U.i nk there was danger of the loss or the Governoer.t ' s lien 

if the c~ncern should go into court and plead bankruptcy . 

H~,Jr . said his dec.!.s i on was to go ahead and place t ee 

Jeopardy assessment and let the 90- dey letters follow. He also 

told Helvering to have Russell get in touch with Gaston and 

:>ut •ith hie a ,ress release e;o::>laining the "'•hole bus iness . 

****** 
Helver1ng and Oli phant also discussed with the Secretary 

the desirability of a confer ence with the Attorney General 

on the subJect of set tling aui ts for refund pending 1n the 

Court of Cla las rnd vrr1ous district court s . For many yeara 

the power to adjudicate adcin1strnti vely cla1cs for ref und 

was exclusively 1n the I nter nal Revenue Bureau . TheY have 
the necessary highly- t rainee. and qualif i ed personnel to assi s t 

the Coccissi oner in the determina t i on of the ceritc of refund 

claims . 
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The procedure was changed about a year ago and an 
Executive Order was issued transferring to the Attorney 
General the function of settling cases. Oliphant told 

40 

the Secretary t~t ~ccording to the «ttorney General ' s 
interpretation of the Executive Order, the Department of 
Justice has just made a fo~ality out of t he Co~issioner's 
work . 

HM,Jr., c~lled the httorney General on the phone and 
told him that Helvering feels that Internal Revenue lawyers 
ar e playing J ustice against the Treusury and vi ce versa in 
the settlement of some of t hese income tax cases and that 
the two Departments should get toge ther and try to stop it. 
Ur . Cummings said he would send Wideman over to confer with 
t ne Secretary and others and an appointment was made for 
Tuesday at eleven o ' clock. 

I 
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December 13, 1935 

CoolidGe and LOchhead met with the Secretary. At 
ll: ,;o H!.( ,Jr ., called the Presi dent and told h1m that 
L:ln."on had offered us 10 ,000 ,000 ounces at 58 .65 , which 
is about one cent lower than yesterday's price . Bombay 's 
lowest offer ie 58 .88, so that London is low for today . 
Ho told the President that he would like to place an 
order in London for 2 ,000, 000 ounces and the President 
ac;reed . 

Of the silver offered by London, 4i Dillion ounces 
~as rroc PerGia. ur . ~rgenthau said he would like to 
tell t he Persians t hat if they wanted to do bueinesa wit~ 
us they should do it directly and not through LOndon . 
The ? resi dent suggested t hat we get the State Departcent 
to aek for a report froo the Persian Le&ation as to what 
they were doing on silver. H1~,Jr., called t:r. Hull 
and,he not being in, t alked to t:r . Gro,y and asked if 
he would be ki nd enough to carry out the President 's 
ou&:est1on . 

.. 
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lle-"r 13, 1935 

!be Mrl7 •rata,; eeu .. tee b7 LoMoa 'brobre of cpot eilftr for Nle 

1a tM LoMoa ...-..:.t fte 3,000,000 ouao... !be -bt -• quieter 1a 

Loa4oa all4 'brobra "" r•portel t o ha.,. r eae..u-e4 tM1r clleate a...m&t 

aa to \M outlook for aU.-r . It fte reporta4 that the 'brobre ha4 aho 

1Dilwla4 - of their cllenh to ait.bboU - or4era for the Nle of cpot 

ailftlr. .A.'bout 9130 .A.. 11. oae of the ... To111t 'baalal ae a4nae4 that the 

_....t of alh•r oftara4 ha4 bcraaae4 to a,ooo,ooo OUIIC .. a114 the LoMoa 

'brobre ft1lte4 to haft ua h41eate ahltther or AOt ,.. 4aairK th• to ..a 

u otter , to which ,.. repl1e4 that IUQ'OM ae at U'bert, ot ... a,; aa otter 

throucl> raplar chuJleh U t.be7 eo taelret. .A.t allwt 10 .A.. M. our tiM 

the Oha• Jaalt raoeha4 a4'rioe fr. their LoMoa ottloe that there ae a 

total ot alloat 10,000,000 OllJlOee DOW offere4 for cpot Ull"rT· l11Clute4 

1D the total •• a epec1a1 or4er reoe1Ye4 b7 s-1 Moat~~F A a... for the 

Nle of <&,600,000 OUDIIIH fro. a torelp caatral iuU\utlon, AOt Ohl- AOr 

Illtiu. !be7 tllrt.bar a44e4 that U we apaoUlca117 ~ete4 thaT wnlt 

ttftlce the - of the apulal eellw to u . Attar ooMillUllc ait.b llr. 

Morpnt'-l ,.. a4'11ae4 Chue that ,.. wnlt 'be l ateraatel 11l klll:lor1Dt; the -

of t.bl• apaolal Mller • 

.A.t 11130 Jll ,.. nre a4'1he4 that the apaolal eellar referra4 to -

4? 

the Watleaal ..,. ot }'erela. 'Ia "" a1 .. a4'riae4 that the Lo...,a 'brolatre 

ware Mkiac a ft.ra offer of 10 alllloa -" ot ell'lft at 36 7/16, e.,.tftlnt 

to ea.~. a'boat 11 lower thaa the Jll'loe ,ee•ertllf'· .... ral offer• totallltc 

a'bcN.t a alllloa -" heft liMa .--1.,..-,. OUh tro. ._..,, the teweet 

ot 'llllola _...._ nt to the e.,.tftla' Wlf .._, •· 
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DM.aer 13, 18311 

At 11146 .W, ia ~ all-• ld uq hrUier offer• fn. Boabq ftioll 

•er• expected. b)' tolopboao, n 110Ufiot ~ t.oa.loa U.lcon \bat n woW.t 

accept a aillioa ~· of \bail' offer. U- aho 4oc1to4 tofu \be 

• ., ron Fico of other at 61' ll(lDiaot JOOtoNA.J•• price of &atf. 

43 

!he State Departllea\ we n~e\04 to OOCIIN iaforaaUoa U to \be 

oou.rco of \he ell..r Penia - offorlac for oalo aa4 aloo t.he r-• for 

t.he oale. t.oll4oa fiDel t.hoir price a\ ae 7/16 pa.co. Oquilfalea\ to liS.&!¥ 

upoa receipt of our aclrlco that n wou14 accept a aUUoa -•• of t.heir 

offer. 

At 1 N n roceho4 a Calllo offer frc. s-1 lloD\a«U A Co. of t.oa.loa, 

ofhrlac ue 3 18001000 OUDCOO of ellnr at 36 3/8 peace, ot'lliYalaat to li8.&C¥ 

oa 'be'llalf ld tholr opoclal cllea\ (IaUcDOl llaall: of !'Orela). !hie offer 

••• uou .. cl. 
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DOll JOUS TlCIER - Deoellber lA, laa6. 44 

SILVER 

NY -THERE IS NO OFFIC I AL N Y QUOTATION 

ON FOREIGN SILVER FOR TODAY STATE HANDY a HARMAN 

BECAUSE OF THE FACT THAT THE LONDON QUOTATION 

OF 26 7-160 WAS NOMINAL ONLY AND THAT THERE WUS 

NO BUSINESS IN N Y 

Regraded Unclassified 



DOll JOIIIS TICD.R - Declaber 14, 11116. 

9 03 AM- , 

LONDON -BAR SILVER 26 7- 16 0 NOMINAL UNCH -

FORWARD NOT DUOTED -

45 

Regraded Unclassified 



DOl' .JOfi:; TICIER - Dec.u.r U, l.lli. 

SILVER 

LONDON - LONDON BULLION BROKERS MADE THE 

FOLLOWING STATEMENT ON SILVER FIXING TODAY-

WE UNDERSTAND THAT AMN TREASURY A WAS NOT 

INTERESTED IN OFFERINGS TODAY OWING TO SHORT 

SESSIONS TODAY BEING A HALF DAY AND DISPARITY 

IN TIME- -BULLION BROKERS SAY THAT NO BUSINESS 

OF ANY KINO WAS TRANSACTED BUT THIS DOES NOT 

MEAN ANY BREAK - DOWN I N THE MARKET BUT MERELY 

POSTPONEMENT OF BUSINESS UNT I L NEXT MONDAY-

9 25 AM 

46 
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IXJII JOII6b 'l.ICIU1 - Lee~ _u. rWf ( SECRECY IN MEX I CO Oll -511. VElf'fr.iACT I ONS 

.(, ... ._. MEX I CO C ITY- COMPLETE SECRECY HAS BEEN 
41 

ORDERED HERE OVER AMERICAN BUY ING IF ANY OF 

MEXICAN S I LVER BOTH BY THE MEXICAN GOVT AND ON 

INSTRUCTIONS TO THE AMER I CAN COMMERCIAL 

ATTACHE FROM WASHINGTON 

INO U I RY MADE ABOUT REPORT OF -POSS IBLE 

UNUSUAL PURCHASES- BROUGHT FORTH INFORMATI ON 

THAT ANY FACTS WHICH WOULD EITHER CONFIRM OR 

DENY THIS REPORT WERE IN THE POSSESSION OF THE 

AMERICAN COMMERCIAL ATTACHE THE FIN~NCE MINIS-

TER AND THE DIRECTOR OF THE BANCO OE MEXICO-

THE COMMERCIAL ATTACHE EXPLA INED YESTERDAY 

AT LENGTH THAT UNDER ORDERS FROM WASHINGTON 

HE WAS UNABLE TO MAKE ANY STATEMENT- ED UARDO SUI 

SUAREZ F INA NCE MINISTER LIKEWISE DECLINED TO 

ISSUE F I GURES OR MAKE A STATEMENT SAYING SUCH 

INFORMATION SHOULD COME FROM THE BANCO OE 

MEXICO OR AMN FEOL RESV SYST EM 

AN ATTEMPTED INTERVIEW WI TH GON2AL0 ROBlES 

MANAGING DIRECTOR OF THE BANCO DE MEXICO ELEC-

TED THE STATEMENT THAT -BANCO DE MEXICO CANNOT 

GIVE OUT THIS INFORMATION-

ACCORDING TO MINING MEN THE OPERAT ING 

COS HAVE AGREEMENT WITH BANCO OE MEXICO UNER 

WHICH LATTER PURCHASES A MONTHLY AVER AGE OF 

5 000 000 OUNCES OF S I LVER WHICH IT DISPOSES-
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!he LoD4oa. -.rUt wae 1D1'on1 ... \hat otriiiC to the illfeND.Ce 1D. Uae 

betnea. Wn York aD.6. LoD4oa. alllll tbe 411'tlcult7 of ei.JuUac P'1c•• la. the 

lllllh of a Sa~ balf 4q the\ ,.. wou14 110\ 'be la.teNet ... lD. offer• 

fr• tbe Lollllloa. -n:.t to«q. !be Lollllloa. !>~leer• tbernpoa. fUM. a -lllal 

pr1~• of 26 7/16, eq~:halea.t to &a.~. whlcb •• tbe -• •• :rr14q, but 

DO lnlelD. .. • ,., 4ca.e • 

.t.• DO traa.ucUou took plece 1.D. tbe • .., York llai'Ut, Ba1147 & B.,... 

414 a.ot f ls a price for ... York e1l~•r to«q. 
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•2• 

(Ill'. • •U) 

qeeW .. u_,. 1 al• \el8fb t ... Iiiii. \M f: 'J l ta\e »-
-uat-~ a\ Cllillr1M ....... , YlPciele, -a at\er ... J.tetec 

t be altu \ift to ble, Ureo\e4 t l:l;t be proout \e h Hwllle 1-ftatft\7 

' ' c '-oblle ..., -.tar wUh ltl'l n,., em llldJIC \M -'tar, 111114 \Ia\ 

be a.-A .., a taU ,..n • air ..U ..a ..,..Ut 4ell'l"ft7. 1 oak--' '*'• 
u• .,.nn-.u, to tHir: la\e _.. ~ • • -. .-u.r - '* 
conld '• .-.t 'llr pqtiiC \be .... ,uh ..,~ ._.. ; \be ......_,. 

otthea a t Cllar'lMtoa. 1 _.. alee tekft ,.. lahr.att, wU h \be I He\Ue­

_, .f.•1atet..\1oa la 'faa~ \M ~''-of llllri.1IC \M I .....Uh 

~rolla paU \hroactl \be 'Pnanl7'• l:JhllvliiiC OtftM a\ CIMrl oaW.. 

.f.o 7ft -.,., We otfteo ... w • I all a..,...._,. a4 

addltabolftte of tile Oovu :e\ to aalae pnnd.ee for -.!111C ~ relh 

to the tnuu7 elate orn- tn ~ tornr, teo\od at ~ 

\ he 'laebliiCtoa otnoe, la o"c\or to :rea-. \ he \ law for •• !rt,. p.,_lil 

to e.;>to,.... 1a u.. .... or \M •••.t.nU. preJMt, ......... l\ ..,..,. 

u.e.t· t11e au ...... '"' •• wu • ..a t'aell1actea 1a ._, • a...u­
.., eherter U. 'M~ n.e4aY111e DAC1 \he frM.ftl'7 :Ohllvat._ Ot'fteo 

a \ Charl....._ ""' Ylrcl.e1&. !be Mlu\1 .. to the prolll-. u..reron, 

WO'O.la lie • ._. \be IHbrilla -,.:~ roll .U.Ut.a 41reett, to \M 

'h...-.aJ7 am. atu.r at Ct.arha\H 01' t uld.._ton, U.S t.ba' \lila d:::!ata­

\ ra\1-f'a a I tl• _,. \be 1\oM\\\-\ .l4111iabWAUa la Ub1ectaa 'M 

e\ 11t1u.\e.. t.ota.talt,, UMn _.., • .,. to lie a a-418DT la latlt­

U oa tuel.W 'llr the ..,. .... ,. ot UM Jt..a.rillo proJ•-' w1\ll rHpeo\ \a 

t he • 111-. ta'" ..a the 1at orw.Uoa fualeMA 117 \be ll.eM"l~ 

Ada1ll1ev a\1ea rl \h req ae\ to \be rMal"f'l.Jic tate la ' "h'JIC\oa. r or 

laet &moo, t he taro..-tioa t'U'a10.4 117 \be l.ewd«Ule MAMc• 1a41•1111 

t htlt ~ lMOr pq 1'011 hi' Oato'Mr :n - .Ua4 oa Wa t wliu 2, 1M\ 

1ato!'IM\loe reeet...a h-. tale Jtaao\U_, .t.dltl.:ahb'aU• t.a.Ua\oa U.\ 

\ llo pq roll -• aot ... eetn4 uUl .. ......,. 1~. lla t.lla\ • • U -.,, lt 

\be lleao\\1-\ Aa.laieV.Uoe rl1l .,.... to oUa1ea\a \he adltlatatra­

Un ax-svua 1Jl 1'a ehtacWa, U.. ~_,. Deper1MPt h prepare! t o 

Wlke pa.re .. t of \ he li..._.Ula -.., roll rlWa 48 hiNn rroa Ue Heelp\ 

( aU .. la,c 1 -., tor \M ~ •u1iutta orrtoo ..at da:T ror \lila 

troat!VJ' Dl811vot._ otrtoo), ••u..r ..,._, h ..u rr-~ . .. 
Cllarleetoa. 1\ h 'MUwN \)Ia\ h •n -• \a.. abe .. - 'M plant 

1e \be aile wiUila at-..... an. t)le .._tp\ of U. pq Nllo at U.. 

"'-~t!VJ' or tto. ..a lMt.rutloM rl11 'M h ... t "' hl<ft t.llat .... "'­

.....,. poalillla. !bia ottl• -. olr....., '*- UM ••tar 'IIi' wl~ U.. 

l on\U-\ . .. hla\ra\ioa to ._. t11110 roUo -'l.tle4 WlT to ... 

e ., .. ..,. orn... 

-'& I i rta\ ... t.atdiM ... \he riiPIMOUi'r s-::: :-
\M II 1 ll ; 1 \ 'r \)Ia Pn:U a .,.._ eM I :at ... ,,__ 

..., •• 1-. lo \e ... • ..... "' ., all ,. rolh k1'Wa - -

_, \e ..._ " a I "Dt.o"'"i-. • , • !)t.!e _., _, 'M .... la "* 
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-:s-
( 11r. lloll) 

• -r .. w 1.-. al:t.r en of \1M ,p~~~~~csw _., tiM 0--.1 uwa\­
llll OtfLee u \1M ...U\. ~ u \lie !'I _.,om-- -u­
- 1Mit1o, oop .. h'lT ia - ...-... P«t Nlh _, M lieU. - m 
oon.nu .. or fer np~U.. b ort• w -' \M rtcU ~ 
of h~al .. acaauac..,.. a 4U lJiil. .Ul orru.. of \lie t u .. .,., -.. 
Me& lu~ne\M w - U.\ pq Nllt - ,.. ... _. \A p .-. c tfiet 
'll'iUda a4 linn Ina \be U.. \l>q U'C ..-l.... 1M prN\iet 1a \1M 
- of \lie pc:t Nlh at \lie b H\\1-\ , ..,.,""'"- llec Ma so 
l.elep» .. w \lie .-bhtra\ln crtln ln •u~ wlda effie~ 
euda he aaU..hcA repi'Occs\c\ln to \M l'I'Mt!W7 Dcper.._, fer \be 
poarpe .. of •Hac - b NncoU.u cr aUoelolae ..- np~\lo .. w 
u. P"'T nU ac U T M _"...,. \o ...-to \ be Oo-.w •• -•Uac 
off l .. rc w pue \be ~ 1'1111 ·M aa -.p\Mlc M-••' so ...,an U.. 
tie..._.. 

111'. s.ltD-. \be '""-7 AGoou\aat-l..clulrp fer \lie llh v iet 
of C.l.-lao cWM& U..\ ia -ucut 'IIi~ \llecc ,., NU. l\ ltd Ma ••• .. ...,. ,_1' !ale uo s lier euall&ore Lo ooaSOO\ \ he l oeo\U-• W&l~ 
U'a tloa rcr -. tnallo« lc.t'ol'll&alos o. ,..,. '-"4 nlaUft so U.. Ue­
\rlioa\1• -..._ relief ..._ - ... uot ...,tO.fOn. 11r. soltHe ncwa 
~ M ..U •• tc\ualM a \ t hh , ... tbt P""Pfto .. wl~ diell .­
lafoi'II&U.. wu 11.,... k Ida oN'l eo, IN\ lie &on an \¥\ on ..., 
ooous...c u.r. 11ec llecs a -~ or ,_ -llalf to ou ran a., 1a 
\ lib rHpcc\. 

Copioe or Uwo nporh of Ur. ~ A2ltl Mr. nac are a \laobea 
hn eio. a h '"llont \ 'ba\ UUc otrloo cas wortt \Ide u \\or .. , riu 
\lie i ouul-t ••1DtatraUoa 1a ora. U..\ ~ rill .. , H ..,. 
tvthor ulava ln "'-"llJic tile J.ooUrlllc pq r..Ue. 
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Di ll ...... lJ, 1916 

Jmi0!14JIQI 

!Ot G, If.~ 

Vlla.l t FI'Uik ~ 

SUBJEct t ~ ROlla 

B.tvriJI& to oQI' -nau on ot t he &bon dat., p~ t1Jid 
borwitb ploJI'011a U 1~4 'k 'f11Uh1ast- QD dateD U lia'-4 'bel ... 
Alao tho datea wlle the ohMkl .,.. noel 'led. 

Date Fapo11 r:ate ohMb 
PV1o4 ~. or l'!fi'OU - !lli l ect WU'O .-lw4 
lOSS i.YSL i YiO 

.1\aM 18 to ;,a t u,ua.ao Jill¥ a JlllyJIS 

~ 1 to 16 18,m .u Jlll,y lT ~29 

JUlr 18 to :s1 1J, Sl8,02 Allf;Uit 6 Aupat as 

A~~SW~t 1 to 16 18,849, 10 J.\16-.anlT Allallll't 29 

J.ucUat 16 to 11 M,6U, Tl Sept.~ a 8ep~J' 11 

!opt . 1 to 16 11,98S,T6 Bept.bor 11 ono~ a 

t opt. 16 te 10 .,,,".01 ~:-> O.Mbol' I o.to'bel' ., 

a,oaa.TI . ) Septaeor ;,a OoW'beriO 

.>otober 1 to 16 lT, TTI.ea (~) Oftobel' 1T o.MbG' 10 
I,UT,68 (...._ ) O.h ' •• 16 o.to•r 10 

Ootober 11 to 11 11, T1J .oo ~IA!Iar) ... I I •• bel' u 
I,UT,68 A61. ) Olta\11 11 .... ...... .. 

!i~ 1 to 16 U ,91T.II ~~bar) ........ ~ Dll hr6 
........ Mao ) ... ••• 11 Dto-'-1' • 

l"oYGIIbor 11 'to 10 u,eot.u (~) Dl l l1r I Dll_.,.l' 11 
1,101.11 ( ..... ) ... 3 II 10 JIGt .-lw4 
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J.lr, E. F. lllt.I'Wl\, · 
0 I .. 1_ ot .A.O~ ... Dlrpoal\11 f 

!I aa; -wt z*, 
tt+'nc".on, D. c. 

\he Plfl ,u 1Dt-t1oll tlwt ,...... ro~n.4 t .,_ • ilo­

tlr. 111les'••· 

Cllll'tW ..... (6~) Go llo F11la 
o . .. I'll-. 
Pro.1M' •·vr 
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!.!WCIJWIIlW (R tel~ OcaitWI&tiOIII witll 1111', 
KiJic, ~ .looo•mte• la-Cbarp tor ....n Vlrs1Dia 

JD'. t iJ!c na11ed he ..a to JIIM4n1Ue 1a ... -u.no. with J:r, a..neU: •o 
~UCIIl aD4 U'riwd ta.re Deoebfl' 13. 

lttl&t1.,. to the Pe:t roll dtu&ti.OID, he atlo.11ecl that • o ftuo ae he -w 
M OOrt&in tho ~lle ha4 bee t J"O.Aal"-4 'ftl")' prGq~tly, Ulll ~­
\hey law nnw beell ~tor occ:Ntion ot •non. 

It ~~ to h1a that the clol~ baa 'beft 1n the 'lllulhbet- ottl•, 
ul t l&t W. -~ baa 'beft. up to t.he lut -.... pa:r rolle , awnc1ac 
about 10 -.. al~ the 1:o1ae or w-·r:1•110D to 'I!Uid.JQr;toa 1• 
el 1t neslS~tble, • 

Ba na11ecl tlatl it wouU -.n about halt a 4q lollpr eaob w:r to 
....S.t * N' nlle ud oheob lt 111w7 were a.pdlecl 1a ; llarlenaa. 
n "*'"• he lleUe"ftd tbet the Cb&rlwtCIIl ottioe -14 <>OIIPlne thoU 
ohMk~ ud !law tho oheoka 1a tlle -.11 1a t llno 4lp, ~ -
~ill the Aoooelllt;l otts.oe. - 4q ill tho Wb~ ot'f'ioe . &114 a 
poulble ..,. •• Mlq. 

lle 11 ~ a n,..t ~ the o1tu&t1aa th18 ~. ul 
wU1 HD4 i t Speoial DeUwey eo tlat it will 'be reeelwd II '1 

'"'· 

t: .r .u. 
U/16/SS 
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Sunday, December 15, 1936 

Told Peoples that I wns so1ng to suggest to the Presi­
dent that he use t he Engineering starr of Procurement 1n 
connection with Bell ' s field orsani~tion to check up on 
works Progress to see ~netner or not the payrol l3 arc padded. 
Told Peoples that I thought we l/ould ttnd, coneervativPly, 
25% more men working on each project than was necessary. 
P.a says he has 30 first-class structural engineers and that 
1n 10 daye he could check a few proJects in all or the 48 
State&. In t alki ng wit.b him I decided that we ought t:> 
take along t he State Representative or Hopkins eo that 
there would be no charges end count ercharses subsequently. 
Later in t he day I sot the idcn t hat a t the s!l!!le time they 
could check on how ?r ocptly the men were being paid. Peoples 
se~d be would so to w~rk on the idea at once eo that incase 
the President approved, he would be ready. 

Uy t hought i s that t hi s sort or t hi ng should be done 
so t hat the President really knows whLt is sotng on in t he 
field as t he only checking that 1s being done now is by 
Hopkino ' own people . Also, t his would g ive me ammunition 
when Hopkins asked tor additional money. I am not going 
to press the President today t o do this, but I t hink he 
would be foolish not to accept my otter. 

Also told Peoples t hat we would do it 1n the name or 
t he Director of the Budget and that hi s people would be 
l oaned t o the Budget Bureau. In t his w&;~ it would appear 
to the public that t he Bureau of the Budget W!1$ doing i t 
end not the Treasury. 

Bullitt called up and I asked him ~or lunch. I told 
him what I wae doing 1n silver and th!lt I had the hope that 
it would helP China pull through t tnanctally. He a ai d 
t hat anything that I could do t o help Gener al Chang Kai 
Shek was all to the good, 

Thio is the way he sect the Far Eastern situation. He 
showed me a little map which shows that Vladivostok 1o 
today t ho center tor the Japanese Empire when you include 
t hnt part or China r.h ioh i s controlled by Japan. He esid 
the Jnpanese worry greatly about Russia and that they want 
the Yellow River as their frontier as against Ruas!a. Re 
oeid t he Yellow River 1s a tremendous , turbulent stream which 
overflows it& banks for 25 miles on either side and ~ee a 
perfect bc.rr1er agai nst any arey ; that the Japanese are 
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t aking one otrategic point after another to be ready tor 
war against Russia. He does not think that they are 
looking tor the moment towards the Philippines and that 
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they are watching t he European s ituation very closely ; 
thnt their air corps is 1n bad shape and will not be ready 
to fight ~or two years; that Russia hopes that we will 
ha.ve war with Japan and 1n that wey keep the Japanese trom 
fighting them. Russia's tears are that Japan will attack 
her on one front and Germany and Poland on the other. He 
soya that on January 1, Russia will only owe externally 
$50, 000 1 000; that she 1e producing about $200 ,000, 000 worth 
of gold a year and has Just discovered some very , very rich 
gold fields opposite Alaska . He beli eves that Germany 
hopes to move southeast through Austria Hungary, Bulgaria, 
Roumania and posSibly include Ukrania. He seys that t he 
latest that we can have war i s by 1938. 

He thinks we ought to keep out ot all kinds ot en­
tanglements in Europe and that Europe will be wanting t o 
borron some money tor armament~ and, therefore, those 
countries , particularly France, will approach ue soon to 
make a gesture of some kind of a peyment on their war debt 
with the hope that they can borrow new money . He said , 
"Thank Heavens, we have the Johnson Act which keeps us 
from loaning to defaulter nations!" He also is ot the 
opinion t hat with all the trouble going on 1n Europe we 
should develop our relationships with North and South 
Al:lerica. 

I called uP LOchhead ~~d told hlm to get ott some 
cables to Buck and also to Hong Kong and Bombay, asking 
them to keep us informed daily until further notice as to 
what is happening. 
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Uonday Lunch, December 16,1935 

The President told me that he dictated to Grace Tully, 

last night, 3 , 000 words on tore1gn affairs . He seid, •s1nee 

I nave been President I nave said very little about f or eign 

aff airs . I am going to devote the maJor portion of ~ 

messase to Congress to foreign affairs. Then I am going 

to s~y something about conditi ons in America and point out 

t hat the same ki nd of people exist in America who have 

gotten control i n Italy and Ger many and that it 1s tha t 

kind or people who are f1ght1ne t he Roosevelt Administra­

tion 1n America.• He snid, "I expect to say acmet ning 

about Nazism.• He sa1d, "Then I w111 go on and review 

my inaugural address and taka up one statement after 8Jlotner 

and show t he accomplishment t hat I have made in America.• 

He asked me what I thought and I said I thought it was 

swell . 

He t hen told me that Speaker Byrns had told him that 

during the Wilson Administration wheD the Republicans were 

in control of the House~ the r ~ublican lender told him 

that. they wer~ go1ns to slash Wilson 1 s budget to the bone, 

knowing that the money would not last for the fiscal year, 

but doing it purely f or campaign purposes. Byrns sug­

gested that we do the same. The President said, frankly, 

we had a •crooked budget.• Tnat was the language he used. 

He said , "Think it over.• He said Speaker Byrns said, 
1 Atter all, we will all be back next January o.nd we can 

vote the extra money then.• I said to the President, 
1 The only place you can do this and eave any reel amount 

of money would be 1n the 1tem of relief ," and he said, 

"That is r1gbt.• I t hen went over with h im his time 

table and he asreed that on Saturday afternoon, December 28, 

ho and Bell and I would put the budget i nto its final form; 

tnat he would be studying hie budget meseage this week, but 

thot everything would be left until I got back on Saturday, 

t he 2oth. 
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~ NY - LONDON BULL I ON B ROI<ERS,-ffa!.ORT 

~~~S~ POSITION OF SILVER IS P~b4r.~LLY 
~.-~D THE AMOUNT OF SILVER AWA ITING SALE 

THAT THE 
Lc.-~ 

UNCHANGED 

IS ABOUT 

THE SAME AS ON LAST FRIDAY - PRIC E F I XING WILL 

~ BE DELAYED UNTIL AMERICA DISCLOSES HOW FAR IT 

INTERESTED - NO ATTEMPT WI LL BE MADE TO DEAL 

~ W I TH THE FORWARD QUOTATIONS UNT I L THE CASH 

~ POSITION IS CLEARED UP 
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run JJ,,J:.S T!ClO:.R - Decellber 16, 11135. 59 

p ,lJ() 
LONDON SILVER MARKET DEC 16 1935 

LONDON- THE ALLOTMENT OF SILVER SALES IN THE 

LONDON SILVER MARKET WAS 5 PC OF THE OFFERINGS 

• 
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DOd J.JNfb UCKI:.R • O.cember 16, 1935. 

LONDON SILVER MARKET 

LONDON - LARGE EASTERN AND GENERAL SILVER SALES 

AGAIN WERE ONLY PART I ALLY OFFSET BY SMALL 

AMN PURCHASES AMOU~TING TO 5 PC OF TOTAL 

OFFERINGS 
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UH!f~ P~ TICKLk - Dece=ber 16, 1~35. 61 

WCNS12' 
SECRETARY "ORGEMTNAU SAID TODAY THAT THE TIE~SUIY VAS STILL ... 

BUYING SILVER 1M VARIOUS "ARKITS OF THI IOILD. 

12/16--RU5P 

Regraded Unclassified 



Ll•!'l'Ul t'JU..:)l, f !C,;:.n - Dteellber 16, 19S5 , 

VCMS131 

ADD SlLVU 

THE TUASURY SECUTARY U:FUSU TO REVEAL Till PLACE or THE 

TREASURY BUYlR' OTKER THAI TO SAY IT VAS •EvtRYVKIRE.• 

62 

THEU \liRE 110 FURTHI:R REVELATIONS OF TUASURY SILYER OPERATIOIIS, 

NOR VAS THill AllY IIPLAIIATIOII or THE COIITIIUED DICLIIO: II THE PRICE OF 

TKI METAL TODAY Ill THE FACE or COIITDI\IED AfiiRlCAN BIJ!IN,. 

KORcr.NTKAU SAID, HO~VIR, THAT THE TREASURY VAS N 0 T A BUYER 

Of SILVER Ill THE LOIIDQN IIARICIT LAST SATURDAY. HI liDICATlD THAT THI 

DIFf&RtMCt IN TIME OF FIVE HOUII VAS A FACTOR IIAIIN& PURCHAIIS INPIAC• 

TICAL LAST SATURDAY. 

HI REFUSED TO DfDICATl WHITHER SATUilDAY PUICIIASIS II THE LONDON 

KARKET VOULD BI SUSPIKDII IN THE FUTURE. 

12/l~·h,3P 
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!IWISriiiUIII ,,D ' C!IIC!II!I AID JWC!IOIS !IIIUIF 

to t8 ......... _ ... CIRJ ·-- ., ~ 1.MQI 

., Yin. ., - ,_ ... w .... .... l\T ....-.. 

1a • "'nu. I et ..- ku-J. ~a .. ,,., "'' 
<• au.. 111), .. _ ... ,."'a-.. lela\ a-l.u-11.1, 

.., .... ~- JA, lNi, u 1a ................ ~. 

1. , ... l&u-1 ..... .., ~u. ... 

tiM ottS.oe et ~11\r&tar \'*-f u. bonl!r Mu ••Wd. 

L tile Dln.so. et '*'"-• \lie lllYlaioe et .,,_, 

1 , sse, ... u. w...:, c rt', .. -uMhd a. 
....... ONe ... ,075 ., ~- u , lNi, ~ wl~ all 

et \loolr ettlewr ... ~. w .. , reeorote, ~~ • 

... p:r J lllf ef ....,. kl.a4, ue ......, U •w I .. V U. 

Dopa.-& ., 0 - 1a 

~- ... tineWd, -- .... c--1 dl:a',,., .. ., \lie 

hee1da\, "' .... !.a\, Ollpl.oJ. <ll.aellu'p, ... llx tlot -

__ ,,_ - l!et1M .... daUM ... ca1nd .... eaoolllft ., 

all etAewe ...... 1 :- .... 1a u. ....... _._ ., 

, ... ac-oler .....,....... ... uu ~ w u. Dorort ' ., 

oc--.r•, w .....ur ... pert_ !.a --rto*:tt..oa•wl~ ,.,. ..u 
...... , ... ~ ...... tllee __ , ....... pe& •• 

lr IWI ~U., w ._n \e \M '*'uldtft r all 

lt•a ....... " liD, _. .. 1 '•W .._ ,_,, _ _. 

r lq o..t.l' ... 711111 

e~.-w.o-.sans t~a•- .. m ... 
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•a• .. :,...,, ftiMo "'" _,...._. •01s IIi? e..,~ ..... ; ; " ~ """~' 
1M1o --... u 'nt.Z tie • D 3 7 t ~ ...... . 

I ........ ~ SoeDer ... -· s ...... u..a..c. ...... .. 
a el diwm•e or..,_ h '£ ., " eu '"""...,..,a.. ....... -fta· 0 nUe .... .a..-....._ ... 

tie _,..., __ ... ,_,_ 1a -u. ettll "" QQae_,_.,, ... 
...... • .r..u... aad ftt4a - __, ... ... ,.... '• 

er wn hef tie lie ---s- _. ,...,_, "' tile lau-1 

., •• , ......._~ ... ---" .... d' '"all 

., ... nlaU.. ., ..... 

4o • -- v..t....S lor tWa ...... ...u lor 
...... ~Matdl' M .jtlin • cd...U ....S.CMo 1\A- ,., """ ........ --\0 ..._taU ........ -. lie- ........ ~ tie U1o Cildl 

lt....S• a.ln ~ -...u..v. 
,, .&11 ~ <a! r~u-. •-•netan 1 .... -

.....s.toe U.. o4ollabtraU.. ot 'ftU. I ot tile lau-liM"*Vial 

a .,. te ..- .,... ...._. Nq .aeeu .... 
6. 'IIIla ..,.._ IM11 ...._, ott .... bo ""' ~ 1, 

_ _..._ 
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December 16, 19~5. 

Dear Eleanorr 

Enclosed ia the information Which you 

asked for in reaar4 to Red Rouaa. 

Affectionately your• , 

Mr1 . Franklin r.. 1\00ieTelt, 
Tbe lhite Bous•t 
Wash!n&ton, D. c . 
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11, 1-

lll , 1-

• ZIO, 19H 

Dl ' w 16 , 11111 
I 

TO 1 1!1" • 11811 

lll*e JD', Bu11eU 

SUBJJO! 1 Dl1q 1a lal.aay ~ 116 - _. -.4 U0.. 
,.,.. Projeft " w aao.. ..... TUPa1a 

ft. w JlauM ...,.. l'l'ojeft .. ~ 

&114 ~-·the 11111--111 'A4ala1nft.tia­
or aboub onoMr 16. ft. ~~ are pa14 Woe a 
-'b, tl\J'OQ&h -be fl:oeaaur7 A•_. &Jill Dla~ 
ott1- at Charlen4a, 11M\ VirclJiia. 

A 1oac cliw' • te1ap~ oaU to -
Charlanoa atft• • aa-..., aftenoaa aliaiile4 'be 
tllllowSzl& u.r-tu. • 

11Me1ft4 1a ...--~ 
~ANGIE"_. Dla!Nnlac otti ... 

otftoe 1a car~. • 5 II' 
C!larl.Mb, .... 't'1rPid& ot ... 
Jo;iliiilber 10. Jfoc b., .,, n.o • .l 111 

II a,a. lOoiO a.a. 

DuMber 9 , DIIWt.r 10 , Dl•· u Uf 
11 a.a. 1, ...... 

Dla.U.. U, Dlan••r lll, n.o. 1. 1lll 
e a.a. lOoiJO a.a. 

1\ will be ... ,_ tba ~ i:M\ tba pq roll 
t • •be perlo4 _.. OWht rr 11 .a an ..-lftll liT tM 
rJi I I UJ ......... $I Qttl .. ..-.u, Jro; al or 10, a - M\Ia ~I 
i;M\ tba pq roll .. bel4 ia tile h Lid)-'---- otn .. 

~J ,oat.oo 

I,OIIt. IJO 

1,101.00 
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~ ~if r·E~If~~~~trr'~~~~~~'!:i ••J'~iliilvl~ 
! l i l(JJJ[~i~1~~~~i~. :·~~:~r~ lf ~~~It I . . . f i St ! ~ !.( ~ • ll'l.. ~ 3 :: I~ Q . f! ~ 

m•; r tr !;h!h&~~M•:!t!hhht Jr!mum i' 
~ 

fti~ Fiii i;:!iiJ!i•ti~ijiil'(ii~~: r:t:i-i•i~~ ""'~ ~~~~ '·r ~:;lfi~~lt·'!~~~i~~~!~ ;:e~~~~!~l ~=~~ ~~~ fli ·~~Jri:t;'Jl~~~~~~i~{ •:lef't~ ' ; 
j~~: ~~ a ~~-liri'~f;~~~~~~!l!e• !i 1ti!Ji~; 
l~H ~H~ ·n~i~t.~~i ~u~.~fmrl ihi'L"• 
~i~i ~~-~r!~ b~!f~iill~•=1!iii!r,-~~~ rl' j;JI"!~~~~ 
ll-h:.,. • ~ n >1- g: ,. f ! &. ~ I a tt: • 1l 1' ~ q ... . I"""- t' =- ~ ,. • ., . 

3 ~ T ~ 

0) ..., 
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p ·- to llr. 1811 
DIJ P II 18, 1.111 

lVI' "'- .. ht'l t '*''mnn.tt.• at a.w~. ea.ka 
tJoat ta. pq roll_. .- '- Cbu'lAinaa • De al• e. 

WbUe tlltre IIU bMa la wal'w t "-~ la 
the Ill tr\;--.t ~ti-la I 3tiOG witta the 
Mn.ttt'AI fit "'- Jllld DoliN pq reU., _... Wq _. ._ 
'- tM OOlltlad.Ga toll_, 'AI ,..tin u •11l• _. lt 1e be 
U-..4 tM;\ the _ __, eu be rw•t~ -hnlt. Tile ..S.. 
lllaleWati,. orn .... 111 ~ .. ,..,.1, '~1-
(llr. , ~ 11be ~ O('tt.Ae, ui llr. Brua11l, 
ot tot. ~ 81&1-.1 otn.oe) an-r '- be ftl7 ec ~» • 
&111ft, .LI JG111 a., a:. orpnhati• ot \he Ill• ~u t 
~ttaa 1e dirt-.s 1nto .,_ recs.-. Tile o1t1r 
ot W.iP le ~ a+rlw'e-.tift ~ tor the .t..-. 
ot lorilb oarou-, r• .,.,, t..-q, vupn1a, u4 _. 
vs..p.sa _. :..t 1D • ' ehall that the~ t or 
projDoila la tboae n..-. .... a+rlnt.-t.i~ oaatrolW 
la the omoe at Dalelp 1111111 tvr tbla ..... DII tilt ~ 
DhMte tor the llecl ~ ,_ Projeot .... .a to J11ld5" 
tor thD P"PU"a1110D ot tbl pq roll. nu ottloe IIU 
alnD.tlr ad'fi...S f"PP'IDI htiftD Ot the RIDittla-' •+ria. 
1e11n.t1• t111at it -u *"be Dn h •JY tor tilt tke 
·-- to be .- to a.l.Dlp tvr tha preparat1• ot tbD Pli1 roll,, .. _ .... ~-......,..._ &Il l te 
.... ~ .- tbe !NUW'J'• bo.ika at Cbwlanaa, 
... that the 'blut!I'J-u- tW the .,, t ...... 

lli1tl ~. SpeoUi..U,. w brre ..e. thD Mlcrv 
be ra• ' tt- t or o-Uen.t1• et tilt • uttl t; 
~"'-• run, that thD pq ...u. ba prepare4 .,.. 
wa111tl.ecl 'bf the ··v or the ... BlUM,_ Pro3e*'J 
tlat IUcll pit' roU '* ..t ~to h ~ ~ 
otn.• at Cbu-l.Miltat ht a Wf11 ~ thD pq roll ba 
~ t -..614 to the rectxsl wA'l•,._. ot ''* ID­
**'"-' ~tl- •• laWPI that ..... II tatift 
ot the 1.41: :Ma otn• at Cllarloetoa woll14 be MDt to tbD 
884 lioiiH h roe Projed tw the ~ ot ~trua11b& the po""' ••pr URII the pq Nll otft•r ot tile pro3"' 
la the _ __, ot prepiU'tJII the pq ... u. ... nbeeop~ ..,,, 
cift 1111h othar Ulietr · • u ~ ba arfiP•'Y to - thatl tM 
N reu. .... P'eouuell,. •··~· ~· lt, tw ·H• 1.-u,. II'WI- tlle i'llftctd'AI t la 11 ~ tt. 
b . ... --~, ........,...u • . tllat tbe ... w tw tlile 
... a.- Projeft ~- .... - ~ - thD bo«*a ot 
tlhD ra ._,. •• Cllu'~ omoe, bl r 1:114 tilt,..,.._ uA 
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5 I 0J11e ... Be11 
D111trrll,l .. 
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llolldAiir, Dec . 16, 1135. 

!tlo ottorhc• ot epo\ elhor ia \he Lolldoa 8N'llil\ tlllo •ratac to\alet 

12,160,000 ouaee• • 

.t.bn\ 10 .All •• of \he •• York llaalcll M.rt•et recdp\ of a Cuh tro­

tbe Lolldoa llro:Dr• aoklac if n cl. .. ire4 thla to MD a !11'11 otter to u• . •o 

ropl;r wu aacl.8 to thh Culo a• we ba4 pr..,iouo}T a4Yhocl. the Lolldoa llronr• 

that IIJII'OM wa• frM to MD ua !11'11 often of dher at azq t ,__ &114 n 414 

' aot waot to lie ia a podtloa of hartac to u1t th• to MD offer•· 

.t.t 10130 •• rec•het NYVIIl offer• of dher tr .. :a-llq, the lowe•\ 

o!!on to\aliac 11150,000 ouac•• at 36 ~o, •¢moat to 67.68#. !ber• nro 

aho other otter• ~ttac to a,ooo,ooo M.UUoD&l ou.aooo oa aa 11p ocalo, 

.t.t Uollt tho -o u .. aa ot t er •• rocoincl. tr .. tho Loacl.oa 'bro:Dr• of 

13,150,000 ou.aooo at 16 pe_, •¢moat to 117.68#. .t.t tar coaw.Utac wUb 

tho Pr .. lcloat , llr. llorpath&u cl.ocicl.ocl. to aocopt tho otter of 9150,000 ou.aooo 

traa~ :SO.'M,r, aa4 7eO ,000 ouac .. of \he total ottorel. tr .. !Aacl.oa. .it tint 

it •• the 14aa to pu'Cba .. 1 ,000,000 ouao .. ia t.olldoa, llut u wa• tllo'GPt 

'beet aot to pucba .. tho - .auat ia the Loll4oa 8N'Dt OMh U, ae U wnlcl. 

'bo too aaq !or tMa to traco tbh prooocl.ve. !be puoba .. of ?eO,OOO ouae•• 

ia the t.oa4oa 8N'Dt oaolllocl. tho prioo to 'bo fiDel. at 36 pe••• llut oal7 IIMII.t 

~ of tho total _.t ottorocl. tor oalo wa• talcoll oaro of l17 thh 'b1cl.. 

!tlo price of •Unr 1a \he .... York ..rat wu fUe4 at S(¥, ott 11 fr• 

rr1U,. .t.ttor tho nnac, ooftral ottoro wro reooiYocl. of a4cl.lUoD&l e11Y&r 

fro. 'both Loacl.oa u4 Jeallq at \he - prioo ae tho tis, all of wll!ch ottore 

n re cl.ocllaocl.. 
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To 

TREASURY DEPARTMENT 

INTaR O l'l'lc& COMMUNICATION 

o .. ,.. DMellbw 11, 11111 

S.ol"ftary ~tbau 

llr.Baa~ 

Proeent 1 

Forreet Blaok, Sol l oi tor ' e Otf i oo, O, S, D.A, 
A, J , Bl a ok, Chiet, Bar.&u ot Ap>ioultaral lo=-ioe, O, S, O,.A. 
Carl C, FarriApcm, Bur-.u of Ap>l eult:l&nJ. loe"''lioe, O, S, O,J., 
llord-1 Baetiol, Boo..-!.• .&drl. .. r to t1w See...t&rJ', o,s,o.A. 
0. V, Welle, _Ap-1oultaral Adjut.eut A4a1nhtn~OD, O, S, O..A, 
Louie H, Beezl, AVtoaltar.l ~---t &de S a S etret1cm, lJ. S,D.A. 
Her..n OlipbaAt, 'l'nanl')' ~t. 
Geol'l;• C, Baoe, 'l'na.uJT ~t. 

Vr, Bl&ok eubm.ttecl a etat.Mnt oonoernill& lecblat in propo•h 
1.n t he ooee ot oa a4Teree cleoidon, OJlcl Vr. r arr1.nctcm nlait te4 a eW.t.­
~~eut bo .. cl ca 'l'nanl')' elate, ae to tho eOIII'oe ot !reanl')' 1Aoo .. , Ul4 
pouible eoar.,.• tor aew ta:Ae, 

J.ttw ..... t._llle 41eoau1ca, ae to ..,.1mer 1me old bill ebol&lcl be 
t.MIIdecl or a ,... liUl wrttta, 1me oonoluei• -.. r•ob.ecl that it ~4 
be cledrable, 1t the 6e<1hica ..,.. uatayorable, to oorreot it with the 
winS- ot le&ielatioll poedble, but: aaot17 11bat that -'"' - WI)Ulcl be 
ooulcl ROt """ be 4etera1D...S. 
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December 16, 1135 

Senat or McNary clilled on me a t my request. I explained 
t o him just what we have been doing and showed him our pur­
chases for last week. When I got through he asked me how 
Key Pi ttman felt . I told him he was entirely satisfied . 
The ~enator got up and said, "I am entirely satisfied." 
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December 16, 1935 

The Chinese Jtmbassador called my house last night a t 
seven o 'clock. 

He aad been ins tructed by Fi~nce Uinister Kung to infora 
~e t~&t on December 1~ the Japanese mcde u r a id on t he Chinese 
.&tion~l Bank by buytng $~,500,000 of foreign exchbnge and paid 
for it i n yen. . Kung wanted the hmbassador to see whether we 
would not give t hem another commitment for 50, 000, 000 ounces . 
I told him, "Let 1 s clean up one contract 11t a time . " 

Sze said the boa t to San Francisco only sailed every other 
week and be doubted if they would be able to fill their contract, 
but thct he also believed a boat sails for Seattle . I told 
him to send somebody down to see Mr . Lochhead and we would try 
to work it out to t ake shipments a t Seattle in order to assist 
the!ll . He sa id t lu.t boats sailing from Shanghci would not t ake 
more than 5,000, 000 ounces; t~t anything over t ha t , t~e in­
surunce premi~ r an high. I told him t hat was up to them 
whot~er they wished to pay the extra i nsurunce premium. He 
told me the annual settlement date now cume at the end of 
January and they were nervous about tha t. I did not t ake 
much stock i n t his. 

I want to t ell Lochhead that the first silver we take 
from them should be the ~,000, 000 ounces of silver which they 
still owe us at 50 cents before we take any of the higher priced silver. 

Regraded Unclassified 



COPY 

MENOR!NDQM 

December 17, 1935 

Conference with the Secretary and Senator 
Bulkley, Senator Bulkley delivering Moore's letter 
stating that he would turn profits back to the liquor 
syndi cate when and as he was able. 

The Secretary expressed doubt as to the suf­
ficiency of this assurance. I pointed out that the 
legal effect of this language was an obligation to pay 
within a time that would be reasonable under the cir­
cumstances , 

Senator Bulkley agreed with this interpreta­
tion, and the Secret ary expressed himself as satisfied 
with it. 

The Syndicate is to write the Secret ary a letter 
designating the Cleveland Community Chest or the American 
Red Cross as the ultimate recipient of these profits. Be 
said he would require the same arrangement with Pollsck 
and Harper, and would, thereafter, submit to Bulkley his 
proposed publicity statement . 

(Initialed) H. o. 
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Deoember 16,1935. 
Monday 

1JA 

1!8rry 
Hopkins : me you didn •t want to get i nto this t'our 

billion eight hundred million dollars. 
a .ll.Jr.: 

a.: 
Yes 

But. -

B.!i. J r.: Yes 

are you lunching today? 

a.: Well, - with the boss? 

H.M.Jr.: Yes 

H.: Well, this is the only thing - I - that 8ellllls to 
ae illlportant to you - is not the detail or this or 
who 18 going to get money -

a . M. Jr.: Yes 

B. : - but this one t'act, 

H.M. Jr.: Yes 

B.: There ' s about three hundred and sixty million dollars-
H.M.Jr.: Yes 

B.: - that the President oan still allocate around one place 
or another. 

H. II. J r.: There was. 

B.: Well, there is. 

I:!.M.Jr.: No 

H.: Well , I thin.lc tbare is, Henry -

B.II • .Tr.: Well 

B. : - I'll show you there is. 

B.ll.Jr. : Well, all right. 

8.: J.as~~ae there is t'or this d i scussion. 

H.U. Jr. : O. 1[. 
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H. : 

B.M.J'r. : 

B. : 

B.M. J'r.: 

H.: 

B.M. J'r .: 

H.: 

B.M. J'r.: 

B. : 

B.M • .fr.: 

B.: 

H. M.J'r.: 

H. : 

H.M.Jr.: 

B.: 

H.ll.lr.: 

H.: 

H. W.Jr. : 

B. : 

H.M.Jr.: 

H. : 

H. W.lr. : 

H.: 

B.W.lr.: 

B.: 

-2-

It he giTes that aoney to anybody else -

Yes 

they cOIIIInltted it -

You mean, anybody else but Ickes? 

Anybody but me . 

Oh! obi 

Don't get sarcastic . 

Obi oh, ob, ob, ~b , ob 

Tbeyccmnitted it. 

Yes 

So that tor ell practical purposes it at some point in 
the game is going out or the Treasury. 

Yee 

Ours ie the only outfit that he can't - that he ' s 
got control or tbe money . 

Tee 

Now that ' s the only point I want to make. 

I get you . 

And I think lt ' s an important one. 

Yes - lieten, -

Yee 

I reud your article in Collier ' s 

You did? 

And I think it' s Tery good. 

Well , that ' s ni oe , Henry. 

It it tlowed Tery well and Tery lntereeting. 

Well, that ' s tine. 
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H.M.J'r.: 

B.: 

H.M. J'r. : 

H. : 

H.W.J'r.: 

H.: 

H.M.J'r. : 

H.: 

H.M. Jr . : 

H. : 

H. W.lr. : 

R.: 

H.M.J'r . : 

H.: 

H.lf,J'r . : 

B.: 

H. IO.J'r.: 

H. : 

H. w. J'r. : 

H. : 

H. I&. J'r.: 

It you did it yourself -

I did lt. 

Did you really? 

Yes, sirl 

Really? 

Yes, sir. 

Wel·l , if you did it yourself you ' re good. 

' Atta boy. 

(Laughter) Listen -

Yes 

I ' m going over there at two o ' clock but nobody can 
get me i n on this thing on my amotions any more. 

I see 

In other words you are going to keep your mouth abut? 

I think: so 

(Laughter) 

All right, I 

it you go winking at me, damn you, it I 
get in a tight Jam, I suppose you're going to enJoy it 
some today. 

Oh listen , I 70u know the Treasury' s policy -
we 're on an bourly basis. 

(Laugjlter) 

0. K. 

Boodbye 

Goodbye 

All right . 
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December 17, 1935 

The Secretary asked the Chinese Ambassador to come 
in at 4: 30. Coolidge , Oli phant and Lochhead were present. 

~.Jr. said •r had a cable froc Professor Buck yest er­
day , which reads as follows : 

' December 16 , 1935 
Kunu s t a tes shipment of silver a t this 

time can not be done without being known 
and this may resul t in criticism by Chinese 
public and critic i sm by J apanese a nd sug­
gest it is more advisable leave silver 1n 
Bank of China vaults Shanghai, turning key 
over to Second Bank and have portion of 
equivalent fund placed at disposal for 
stabilization p~oses. Will pay portion 
of shippi ng fees in advance if desired. 
However, prepared to deliver if you feel 
public result i s not i mportant factor but 
must besin sh i ppi ng immedia tely because of 
limited amount of silver allowed aboar d 
each s teamer . 1 " 

Ur . ~orgenth~u then told the Chinese Ambassador "I 
answered him y~ t~q, as.. 'l!.o-l:lowe: 

' December 16, 1935 
Your cablegram sixteenth regard to s i l ­

ver Bank of China vault : STOP Have considered 
this sllgoestion previously and do not niah to 
change arrangement as original ly made calling 
for payment aboard U. s. Stea1aer STOP Feel 
advi sability of time and amount of shipments 
entirely a decision for Chinese banki ng of­
ficials . 1 

~. Uorgenthau continued: 1 The point I want to make is 
t.hia : our agreement with you expires on February 11. l'fe 
are r eady any t i me to live up t o our end of the azreecent, 
but it ends on February 11. I want to make it perfectly 
clear to Kung t hat 'advisability of time and aoount or shi p­
ments enti rely a decis i on for Ch1neoe banki ng officials . 1 

The Chinese Ambassador said, 1He sent me a telegram 
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which I received yesterday and he said when shipment is 
made, of course the public will know. I assume that the 
Secr et ary of the Treasury will have no obJection. I told 
bin that the Secretary of the Treasury wants ebipments made 
ae quick ly as possible.• 

Hll,Jr., sai<i. , "As far as 
it i~es not worry me at all. 
end spy way they want to.• 

the publicity is concerned, 
They can handle it at thei.r 

The Ambassador said , "Previouo~v when I came to see 
you, you sa i d , 'I Ylant everything secret . • !.tr . l!orgenthau 
sai d , "That was at the time Vfe rrere negotiating . Now the 
silver is ready to be shipped . " 

The ADbassador then asked the Secretary, •can we say, 
i f we are asked f or what purposes we are selling the silver , 
t hat it 1s for s t abi l ization purposes?" Ur. ~orgenthau 
se id , 1 Yes . But I want to make it clear t hat it i s useless 
t or you t o come around here on Febt~ 10 and ask f or an 
ext ens i on of the agreement . We a re ready to help you at 
t his t ime to move t his silver. • The Ambassador,replying , 
said: "I will t el l him. 1 
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PP''· •· Jt. 11M 

11U1t; up ohip~eat of elhw - t.p,101'tle •U._Il\ pa.bltoU7 whioll 

MT c• .. crUto1• 'b7 Chi••• pa'bUo aa4 'b7 Jop.Moo. !hillko U _.Ttoalllo 

to 1 .. " elhor ta Beak of Chtaa ftlllh, n.-sh', aa4 ch• b7 w s-at 
Jollk, plactac por\toa of tUIIIh at 41opooal tor otalltltoaUoa parpoooo . 

P&rt of ohipplac tooo Will llo pa14 tor tA a4'niiiCO tt 4ottn4. It ,.u th1ak 

~'bUc roov.l t n'apo'l'taat factor, rN4 to 4ol hor, 'bllt ohipplac t-41atoq 

taptratt" 4110 \o 1Wito4 -.ouat otlnr all.-4 oa 'boar4 OMb noool. 
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AetWrill& to T11V Call1e ~'Mr' 11 ftCU'till& ether JaU: 

ot Ohiaa ...-! h baft prnin117 oeaa14ere4 'lal• .....-uoa uA 

4o 110t wtlh te obaace arruc-at ae orictu117 ..U 1paoit7111& 

peptDt alloar4 1) . S. et-. !hlllk a4YilallilU7 o! tiM 8114 _, 

ot lh1p~eat• 101117 a Ucilioa tor llaaldll& otticiall ot Chi•• 

d2 

• 
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Dec811ber 17, 19S6 

Buck 

lour cablegn.a 16 reference 7au.r talk Kung atop 

Concerning additioDal ailTer purchases !eel that present 

arrtltli-u. should be carried out prior to ccmaideretion 

ot new ones stop Bie r eference to at&71Dg on silver stan­

dard and hie op1Dion that sc.e ID8tbod ot uai:Qg both gold 

and silTer 1D world 111 naceolllll7 are noted with interest 

1D view ot the underl71Dg 110net&r7 poliq ot the Ad•fnh-

tration as expressed in President's •ea1111ge to tbe Concress 

ot Ma.7 22, 19M atop Further expression ot his views on 

this subject would be welcOM stop !lot deaMd advi1111ble to 

dsp&rt t'raa Traa6UJ'7's fixed poliq ot not c~ting on 

poesible f'utllre price or eil nr 
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oem .J: REC£I!IiP ll¥* lJ!OliS8QR KJOI. 8lWf(JH.l!. CHI!t fJ 4 

December 16, lQ~5 

lUng etatea Japanese are determined to break China' a new aonetar.y 

ayatem and they aade a raid last J'rtday Yokohama Specie Bank, p~ 

chaeing two and one halt million Ul11 ted Statee dollars. At pr.aent 

there are anen hundred t1tty a1lllon yuan notea but only two hunclred 

million yuan equivalent in foreign exchange, including prooeedl of 
$"D 

t.he -1t. 1 b k 51 1111llicn ounces, thue reserve insufficient. 

Additional stabilization tunda urgentlY needed and desire you 

take another hundred JJ1llion ounces. 'l'he proceeds would be ueed tor 

stabilization purpoeee and currency retc:na. Complete retona ot aub­

e1d1ary currency definitely under 'ft8.Y and d1ee tor 5, lO and 20 oant 

piecee arrived taw days ago. 

Coppers will all be exchanged tor one cent and a halt-oent pieoee. 

Silver oo1n ot 50 cente and one dollar denollinations will be ieaued 

and probably ot ?.5 cente. Soae hard money needed and a't'ln the dollar 

will be a token oo1n. Intention is to uee eilver tor some coinage 

and Iung raters to staying on eilver etandard in public statement• 

but uae ot ailver 1n token coins and ae reaerve ia meant. runs ex­

preeeed op1l11on that b1-aet&ll1• or soae other method ot ueing both 

SOld and eilver in world 1a nacealar.J aa there ia not 1110uab 1014. 

Kan.aed ourrenoy aD4 rec1 a Uon 1n gold and a11Yer ••• beat. EUII6 

&nxioua to lmow tutur. of Un1te4 Statu poUoy regardin& price ot 

•1her and atatea 1! the prtcea now beooae lower while (!btna 1e ce.rrying 
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cable troa Protea~r Bilek, Dec. 18. 

out her new aonetar,r pollo.T llhe w1U be nr,y adnraelJ atteoted 

beoauae her .anetar,y aaaeta 1n e1lver w1U become graatlJ reduced. 

IUDS atatea no aer1oua 41tt1oult1ea 1n ada1n1atrat1on new aone­

tar,y pollo.J. '!'en a1ll1on e1lnr 4ollara alread.f ooUeoted troa 

people and three hundred a1U1ona troa banlta. lAartng a1lnr 1n 

provinoee desiring to keep 1t w1U help eatabl1ah local oont14enoe 

1n the legal tender notes. ~chea ot ReaerYe Board utabl.111hed 

Canton, '!'1ente1n, Hancow, '!'a1ngtao and 81antu, with local people 

un4oubt.edly aa aeabera, qy Oantral RuerYe Board. 'l'wo un1nra1t1ea 
1 

1nveat1gattngforel returned from var1oue interior pointe, report 

read)' aoceptan.ce legal tender, oont11'111ng e1mllar report troa 

var1oue aourcee. 

(' ,. 
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!bo Lo•,.n llroare u•h .. that a to'-1 of allnt 13,800,000 -e• of 

epot allnr na oa ottor thh •1'111Dc· !hh eaUn -.-t ... eftwM to u 

et a. 7/8 peiiDO, oqv.haleat to 116.31¥, u4 V.JIOD. ov -.:ceptuce of 1,000,000 

~· of tb.ie otter their price ... tlnol aooor41D.c1Jr. !he .., tol1t prloe 

ne !1D4 at ~. ott 1~ tr• , .. tad.q. llu:loo ub4 tor a 'blt oa eoo,ooo 
O'GIICOa Dlch wu pftD. to tha oa the *la of the •• York prloe of ~~~. 

h .. ozpeuee, whloh th17 prapt17 -.:oep\14. Lahr iD. the 4q oM of \hi 

LoAC!oa bnaro oftore4 a tvtbar a,ooo,ooo OUIIC" of ollnr at 1M 11/8 peace, 

aqul'raloat to 56.61¥, whloh offer - 4.M11M4. 
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December 17, 1935 

The Secretary met today with Ur. Sewall Key, ot the 
'fpart ment or Justice , Ur. Oliphant, Commissioner Helvering 
and Kent. 

'lr . Helvering stated that he was a little disturbed 
with the way a large nuober or tax refund cases were being 
~Idled . He sai d that under the present procedure he 
knows nothing about a refund until the order from the 
Attorney General directing settlement comes through. The 
CoCll:liss ioner, as the adl!linistrative officer, attaches his 
si~~ture to the recommendation or the Attorney General 
that ohe tax payer is entitled to refund and certifies the 
caee tor refund. He added that the present procedure has 
not wor<ed out quite as Internal Revenue had exnected under 
the Executive Order . · 

Ur . Key said the De~rtment of Justice is concerned 

87 

as to the possible defense of the case in the courte. He 
was under the impression tnat when Justice referred a case 
to the Internal Revenue Bureau, VTith respect to administra­
tive oettlement , a letter was VTritten sta ting 1•rhy Justice 
thought they could not defend the Treasury ' s position . 
Kent, however, stated t hat the case is simply returned 
with a l etter which generally says, "You are hereby authorized 
a.nd ~irected by t he Attorney General to refund.• 

Ur. Key stated that when Justice first had occasion to 
eug est that settl ement be made because Justice thought there 
~ss no defense to the case, a letter wee written 6iving ohe 
vie• of the Just ice Department and requeetlng the Internal 
Revenue to consider 1t P~d advise Justice if it agreed and, 
lf eo , to nut it through tor settle.Jent . He also stated 
tnat Jackson had conf!rred wi~h Widemen and said the Treasury 
wented a specific instruction from the Attorney General dl­
rectlng settlement . The Attorney General, Key added, did 
not like the idea of directing an officer of another Depart­
ment to do a certain thlng, but upon further conference wlth 
JL'.Okson , Jackson said that was what they wanted and Key ex­
plained that that was the rel\son tor the d irection. 

Hll,Jr. offered the suggestion that 1n the future the 
DP~>&rt~o~ent of Justice before dir ecting refund or settleL.ent, 
first inforaally subclt to the I nternal Revenue a tentative 
decision; in other ,.,ords, say "Tll1& is what we propose to 
do • and asking for apnroval or suggestions and criticisms, 
ani 6ivlng :.he r.:asons' why i~ some caoee Justice considers 
the case a doubtful one oo defend. HU,Jr. also was of the 
Op1n1on that they should start t his procedure at onoe and 
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continue it through January . Ur. Iey approved the sugseet1on 
and sa1d that a t the end or January , Justice w111 ask the 
Treaeur~ 1r they w1sh t~e action continued or abandoned, 
He expressed the desire or the Attorney General to cooperate 
with the Treasury Depart ment and ea1d that any euggeet1cne or 
recommendat ions rrom the Treaeury Department would be very 
helpful t o his ort1oe . 

' 
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Deceober 17 , 1935 

H!l,Jr. called the President this morning and told hie 
~~Pt Boobay cane through "ith an offer of 6f million ounces 
ot s ilver at 56- 3/10 cents and London came through v1ith an 
otter of 13 mi lli on ounces at 55 .20, a drop of over 2~ cent s 
from yes terday . 

The Secretary told the President he thought we ought 
to telte about 2 or 2t million ounces. The President sue­
bested t aking 1 million ounces Just to see what woul d happen. 
ur . Uorgent hau pointed out that the price was dropping very 
f•ct , but he would carry out his wishes and buy 1 Dilli on 
ounces in London . No silver would be bought 1n Bombay. 
He also Bt i d he would take l million ounces in Uexico at 
today ' s price and drop the pr i ce one cent l n the lfew York 
silver =rket. 
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001 JUiiW TICIW\ - Dec•ber 1? , 111116, 

-o Cf '),.£! Rt;C 7 1935 l~ 
PROXIMATELY THE SAME~ OF SILVER WILL R 

REO IN LONDON SILVER MA ~TODAY AND UNLESS 

AMERICA IS WILLING TO TAKE A LARGER AMOUNT THE 

POSITION OF SILVER WILL NOT BE RELIEVED BUT 

WILL BE WORiE AS SELLING ORDERS CONT I NUE TO 

ACCUMULATE-
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oow J.:»JLS TICKU - Deceabe.r 17, l9S5. 

LONDON SILVER MARKET 

DEC I 11935 
WITH SPECU-LONDON - SILVER MARKET WAS WEAK -L~TIVE HOLDERS SHOWING INCREASED NERVOUSNESS 

AND OFFERINGS WERE SLIGHTLY MORE THAN YESTERDAY 

0UOTATIONS FOR BOTH SPOT AND FORWARD SIL-

VER ON THE LONDON METAL MARKET AFTER THE CLOSE 

WERE NOMINAL-
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DEC 17 1935 

AO D LONDON SILVER 

LONDON- TRANSACTIONS IN SILVER WERE RATIONED 

TO 5 PC OF THE OFFERINGS 

0 1) 
~r. 
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December 18, l.Q~!S 

On Tuee<U,y, November l", Boalte Carte;.•, nne co111111entator 
on the 1 Pll1lco• prograa broadoaet. onr the Colwabia Broadcaet.­
tng Syet.ea, •revealed• the reorganization ot the ••111-ailit.ar,y 
and etticient. Coast Gu&r4 Service b7 a 1 landlubber•, llr. Ballenger, 
7boll be deeoribed ae a toraer tax inveetlgator and an e7e doctor. 
Ballenger, he said, wae placed 1n dlreot charge of the Coaet. 
Guard over the head ot the eo-ndant b.J Secretary Korgenthau. 
He concluded hie broadcast with the etateaent that 'Mr. Moraen­
tbau owe• an explanation to t.ne publio, Lethia make it quickly.• 
(Copy ot Mr. Carter'• remark• ot November 19 is attached. Bee 
Exhibit I.) 

Oil Tuee<U,y, Noveaber 2C, Boalte carter aga1n referred un­
pleasantl)' to the Coaet Gu&r4 reorganization and stated over 
the radlo that 1 eeven ~s have paeeed and the tr ... ury Secre­
t.ar.y ha.e not condescended 7et to reveal wh)' the Guard ie becoaln& 
the latest deeervlng JobhOldere' paradlee . • He ottered to uae 
the explanation when turniehed. (Bee Exblbi t. II, ati&Obed, tor 
that portion ot hle broadoaet whioh referred to the Coaet Guard.) 

some ot the newepaper men beard Carter '• broadoaet and 
at ttle preee oonterenoe the following d-.y referred to Mr. Carter'• 
•craclta1 at the Coaet Guard. HM,Jr. explained the 81t.uat1on to 
the aen and gaTe ttlem hle gueee as to the 110t1ve ot the attack 
against hla. (See Exhibit III, attaChed, tor excerpt.e troa 
the preee conference on tllie aatter,) 

On Tueeda)', DeoellbC' ~, Boake Carter aga1n devoted part 
ot hie broadoaet. to a dieouaeion ot the Coast Guard, approach1n& 
tne eubJect. by eaying there was still no explanation troa the 
Treaeur,y and he would relate •another little Coaet Guard etor,y.• 
(See Exhibit IV, attached.) ~· a matter ot tact, however, 
Gaston had tried to reach Boalte Carter on the telephone and 
had lett word tvr hla to oall O.ok, but Boake Carter tanored 
the request. 

Gut.on then got. 1.n t.Oiloh with Harl'7 ButCher, Wuhingt.on 
aanager ot the Colu.bia Broa4oae~1n& Syat .. aDd ButCher eaid 
he thOU&tlt Carter W&l 4oi.Jig wrona and wae particularlY 'burned 
\111 1 that. Carter had aaa1n tsene on the alr attacking the Treaeur:r 
without. :U.Tln& attempted to reach oaat.on atter Gaston had called 
.Ilia. Gaston told ButCher he would not. give Carter t.ba eatie­
faotion ot a re~l)', but would give ButCher a aemorandum on the 
tacte. It wu arranged that the seoretar,y would write a letter 
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to Harr7 Butoner 1noloa1ng a letter a44reeaed to Boake Carter 
wn1oh ButoAer would aee waa del1Yered to Carter. Mr. Butoner 
b.ad alread,y arranged t.hat Jlr. Carter would broadoaat the entire 
l etter aa the Seoretar,y'a reply to the atatementa about the 
ooaat Guard. The Seoretar,y wrote Kr. Butoner that 1t Carter 
d1d not eee t1t to broadoaet tAe full text ot tne letter, he, 
t he seoretar,y, would be glad to d1eouaa Kr. Butoher'a auggeat1on 
tnat the Treaeur,y 1taelt take t1me on the Columbia OA&1n to preaent 
1ta oaaa . (Cop7 ot letter t o Kr. Butcher 1e attaonedi ~ee 
£xh1b1t v, and oop7 ot letter to Mr. Carter 1e .arked ~1b1t YI, 
aleo attaolled.) on Deoeaber 10, Boake carter read the Seore­
tar.y 1a letter 1n full OYer the rad1o. 

Roweyer, th1a d1d not end the d1aouae1on tor on Deoelllber 
17 he aga1n referred to the Seoretar,y 1 a letter b7 •reporting 1n 
rebuttal on the detenee aade 1n Seoret.ar,y Morgenthau'a letter. • 
In t n1a broadoaat he ended h1a 'rebuttal' b7 etat1ng 1 our u1n 
po1nt haYing been won b7 the el1m1nat1on ot a bad aeleot1on 
eyetem, the pla1nt1tt b.aY11'18 opened the oaee oloeee the rebuttal 
and w111 let the caee etand on 1te aer1te.• (See Exh1b1t VII 
attao.bed . ) 

TAla oonet1tuted Boake Carter'• t1.nal rad1o d1eouea1on ot 
the Coast Guard 8en1oe. 
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Excerpt traaa 
Boalce Carter•• 
Phlloo Bro&dout 
tuead&y, llo~r 19th 
llineteen Thi~ - ti~ 

Quietly and without any tuaa or turore, ei'forta are 

ba1Jl& lll&de to turn tho nation' a ooaat guard aervice from a military 

to a oi 'lilit.ll OQtfit . Quietly t.J1d without a.ey fuu or furore , long 

range plana are being 110rked out to -•oulate the coaet guard alto­

gether, turn it, it ia reported in inner cirolea, 11tto a body wbioh 

can be loeded with needy political jobholder• under the juriadiotion 

or t ha Inter- State C<=~~eroe CCIIIII>iuion - or aa the reporta ha.,. it , 

, .... tranaportation ~uthority and eventually, under the superTiaion ot 

the Departlllent of C0111111erce, True, the loll& range deTelo.r:-enta could not 

be accomplished witho•.rt an act of Congrou, repealing the old act creat -

ing the guard - but nevertholeu tho ground work, it h aaid, ia beinc 

aubtly and neatly laid - aDd hardly a word of the•• reported impendln& 

changea haa reached public eara. So let taxpayera hoar now what ia be­

ing done to the coest guard . Up until now, the guard baa been a Yi rtual­

ly i ndependent unit - patrollint; the coaet - d i 'lided into perbapa two 

Min categories - do:.ng police 110rk .nd aaYiJ>& 11 ""' and lreoping an eye on 

UJ¥thinl> that floeta around the nation' a ooeatlino. It 1a under the ct­

f icial jurhdiotiou of the Trea1UJ'7 o.partaent, although ainoe ita or-.­

tion the t;uard baa been allowed to t uild itaelt up and the Treaaury baa 

lcept banda off on guard policy ~~~attera. So, throu&P the yeara, there 

grew up a tiDe bod¥ of' aemi-ailitary Mn, operated atficiently and ..rt­

ly, with a -gDifiMat r-rd to tlb-, a macleua tor an aoell..,t ,.Tal 

r.,e~, wl til a oo __ .....,IIIMIIlt 'Ill til a litetlae of pard aerTice bebiJiol hiao 

Poli\:ioa to.ul 110 blipP7 lmatiJic groall 1n ttsia goocl outtit. Bvt 1a the 

paet ~, freaaur,r Seontery llorpattsau bep>l tile qaiet o~~an&e•• A 
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ohi Uan .-pl07a -• pleoed 1D direot obarp ot the pr<l o..r the beecl 

ot tha OOIIClNldant . Bh technical title h Taohnioal A4Yieor to the 

AdJUDistratiYa A.uhtant to the Secretary of tho Tnaa11J'7 - cme ot 

thoao tanoy titl .. that oOTWa a lot of r;roWld , bat do .. n•t pn the 

r;o.u a-y . Tho ciYilillll a dvhor h Edwin R, Ballinger. Be h "· Be 

c.,..• troa I~. H11 qual1t1Gatione to head the coast guard - ""iob 

de&ll with t he ... , ahipe and ahippin!), are mar;nifioent . They include 

eerrlce ae an inT .. tige.tor in the Internal Ren nue Bureau - i . e ., a t ax 

collection 1nveatige.tor - a nd e.leo pouession or a proaporoua practice 

a1 an opt......trist . The tax 1nYeet1gator and eye doctor probed tho ooast 

guard in every nook and o~. Finally he wrote a repor t . A ehake-up 

ca:e. Coaet guard headquarter• wae raorganiud and the plllll of head -.n 

W&l &iven to the Rx• Tax rn.,..etigator. Two high guard officer• ""o epoka 

their lllindl when they learned they -r• to be told how to nm their buai-

ne11 by a landlubber, were kicked out to the Pao1t1o ooaet . Further an-
denooe ot oinlian control for thil old lllilitary outfit, include ••1-
t ion ot new coaet guard etation aitoe - by the Treaoury, open t o politioe. 

Cirl liane pioldn& epota to r coast guard work and the r;uardiiHn told to 

run alo~~g and bowl their hoop• and - it tor landlubber ordore . .t new pro­

motion oyete= h&a been drawn up, by which r egular guard otfioero, exper­

ienced ,. .. , -y be kiolced out to r nrtually no r eason except t ho whim ot 
the head man - to be replaced, no doubt with oiYiliana. The bill wa. 

drawn aeoretly. lot a t '*rd off icer lal- about it . It tailed by a 

whiaker to paaa in Congreea last eoaaion. It 11 to be reeubmittod ~1i1 

IUiiOD. Therefore, let oonp-e1- -... aJid be Gil their ton eeJ> 

thie 1 a duaped upon their l a pa a gain. Subnreift ottorte are boin& -.clo 

to doatr07 ..,. ot the boat a.-i-.1lit&r7 oattih tiM natlGD poa ....... 

To tun. it 1Jlto a oinl oqttit wollld doatrOT a national doteneo ruol'ft, 
opea tho tlood ptaa tor pol1t1 .. 1 a1Nlldac&W7, uul laad ., added bill 
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on the taxpayinr; P'.lblio•a ahoulura without thea &ettin& a o ... t•a -rth 

ot decant .. l"Tioa and proteoticn ln return. The soh- 1a a wll- W4 

plan. llo public explanation baa b .. n -.de by the Tree.a\11")' aa to ita 

roaaona tor making these ohangea. It 1t -rka in sooret and in the 

dark, then the intoronco tor tho reaaona are not pleaaant to contem­

plate. Let it be smoked out and explain 'llby it prepares to scuttle one 

ot the beat ael"Tieea the nation po11eaaea. The coast guard' a 110rale 

h&a been badly shattered b)' the last tew months • procedure. Jlr. ~r~­

thau one an explanat ion to t he public . IAt hi» cake it quickly • 

• • • • • • • • • • 
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Excerpt tr<& • 
Boake Carter ' a 
Philco Broadcaat 
7.t6 to e.oo P.M. 
Tuesdey , November 26th 
Nineteen Thir ty-five. 

COAST GUARJ) t 

A - lr. a r;o ton19>t, - reported that et'torta, aleo 

quiet and sub-rosa, were being .. de to slowly tnnatorm the ooe.at 

r;uard, t he oldest aemi-military outfit in t he United Stat es - with an 

honorable record ot national service ainoe 1790, into a civilian out-

fit at the inatanoe of h1£her-ups in the Treaaury. Hundreda of people 

see...,d astounded at thia - yet it did not a atoniah those in the ooaat 

r;uard service, whose 111orale haa been hurt by aeeing one of the few 

federal outfits, untouched by politica, gradually being filtrated by 

civilians and political jobholders . But, as one officer observed, 

this lllAtter having now been br ought out into the open, all aervioea 

perGonnel may now tallr. about it openly and publicly without fear of 

beiJlG disciplined. The more it ia diecuaaed, the better for public 

underatsrdlng or the guard , i ta tunct icna, ita coats and the purpo ... 

it serves . Therefor e, in that light , l et ua r eport another indication 

of t he civilian-1,in6 thnt is going on in thia service. For yeara, 

the guard has had pay chrka who through long years of service and 

merit , worked up rroa the ranka or the enliated aan, and beoa=e -.rrant 

Offioera. Thua ooe.at guard Mn, wb.o trca yaara of experience lalow the 

ina and outs of guard ooata aa r elated to the aaa and al l i t calla tor, 

are now dropped down a per;, and are aerving oi vilian jobholder a who now 

hold the jobs onoe their• and who have had little or no experience in 
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the ina tux! outa ot coaat r;uard ooeta and ti!"rea. '!'he 1ne.xperienced 
oi 'ti lian jobholders are drawing down 1110re pay than the experianoed 
guard men W8re drawing before tho eouttlin& prooou began. Yot they 
are relierlcg little ot the oxporienced men or the worlr.. In other 
worda, the civilians haYe been toieted on the guard - ao little aolid 
work, draw down bettor pay for do1ft6 nearly nothing - add one more ox­
pen .. to t~· r;enoral ~·r - and help undenoine the e.f'i'iciancy or 
thU unit which has been sorTing the nation fer H5 years without let­
up. llhat 1a the reason tor thh f That quoetion we aaked or Secretary 
of the Treasury l.!orsanthau l a st Tuesday. It - • obaerved that the 
nation at leeat ia due an explanation aa to why the United Stataa Coast 
Guard ia being auddenly surreptitiously and furtively civilized. s...., 
daya have passed, And the Treasury Secretary baa not oondoeccmded yet to 
renal why the guard ie beo0111ing the lateat deaerrlng jobholders para­
diea . l'lben the explanation 1a taade, W8 1ll be glad t o uoe it. ?urther 

incidente of the undermininE or one of the nation'• beet reaarve national 
def ense units - a pretty sericua thing to be doi ng will be reported tr(Jf!J. 
t h:e to time. 

• • • • • • • • • • 
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!XCDP'I'S nc•J !'!!:!:Ss Co:IY::>.!!ICZ or ~~ 27, 19311. 100 
~. llr. S•cret&J7 , I uatera~Md ~is r .. tllo CC.Ya~o tor , Yr. Bee:~- crrt•r, IDAU 

the craclc -

J., lfl".s t ' • his n~mef 

~· 3o•.k• Carter made cn.cke ot. th" CoMt 'lu"rd; l'lho ' a the high off1clala ; ho 

••Y• t h•r• ' • r hleh offlclpl bro~ht in h•re--

~r . '~•ten: That ' • 3~111DJer he ' a talklac ab.ut . 

llr . llorrat bans 'fell , I w1 ah llr , Boake Carter mtt}tt meet a om& of you fellora 

~nd i •t sooe of t he e t h i ca of r eportln« • n4 not tp.Jce bsCketeira gooalp 

&I f pcta : he didn ' t conault Ur. Gnston ond he didn ' t con~t Admirnl 

H.nlet end he lulan 1 t telket to m!l; where he got hia fpcta , I don 't '"TTow. 

f •t , i t ' s a r~ th&r uausual procedure fer a man to go on the air and d~aai 

an aD8T"r 'illd ao forth and ao on wh 1111 he haen' t enn h•d the decency to co:oe 

around nno tr~lt to lley'bo~ here. .All a rorttor of fret, whAt ,.,. ar11 d" \ nc; 

over th•r• is , I think, very cona truct\va , and we are putt ing in tome , 

what I cell , busineae Pdminiatr e tiva pr actiC41 ~ t h&edqunrt~ra : " " hr ve 

had llr, Bolli~er , wh~~ I consider & v~r,y e ood cdm1n1atretlve maa, mBko 

the at~--uurely a~latretive pr ocedure , end I think th~/ are go 1~ te 

be helpful , Bn4 1~ llr. Bo, ke Carter 11 so int~restt4 ~ tr~ t&r?81ers' 

moMr, ens of ths objects is ef!lchncy end lew~r the cost of runni"C the 

Coaot ~uerd.; of! the record, I think lAr . Bo•ke Oerter 1B v•ry much akr tlJIC 

on t hin ice end that ' s 8 feet end that ' c why I just let \t co lit thl\t; 1 

t~~~ it1 2 ~olag to bo ~berrasai~ for hL~ And hi• apeasor ant l don ' t 

know whet her lt ' c juat an ecci4snt or act that he's att•Cki:Ac "'" on tl-e 

ro(lo, but they h•ve r b1~ tex auit pontliac; it hn 1 t ""'bforralli"C fer,., 

but 1t lllalf be ney emberrueing for Llr . BoM:e c~rter t hAt thh tex eu1 t 11 

p1ndlnc. 1t , 011a•t werry me a bit , but w~ have a ~ead job oYer there, 

What 1 sAid abaut \hie tex euit 'budu~• 11 off t he r ecut; th~ other 1o oa 

~he ncori&--'but it'• a n'tw experleace fer ... 
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Q. !ow co~U 1t eosbarr~•• !cilll , off th,. r•cort or a.;y oth"r WI!)'? 

J., I ua, l' ... r• the7 go, I>D tha r~cor~. 11ttack~ the 'l'raa•U!'7· 

Q. H loolta 11k• th"Y n-a ill &a bl'tl with thP 'l'r•uucy as t~-y cr.n b.,, 

1. I t looks bet thla w~; it ~!~t look as thoUCh they or• tryln~ to scare u. 

but wa doa ' t seer" "aaily, 

Q. AA:f ch•a,;" in -peraollllel T 
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1. Jua~ a shift ; but I cpa tell you thnt from the Secretl'r¥ ' • office , th~re 

heaa ' t baoa n oi~l~ reco~entetiea mPte, but w~ have nada lhifta; w,. ~ve 

mote conaolldPt loaa; we hRV• ,c in busi ness proce~uro me~"e~9; we h-ve 

coaaollt~t•t budget~, oode of bu1iQ& re t \n each tiatrict we h#ve • centr r l 

?arch~ain& agency, but ther• hean1 t been a ·~• politicalcr any !tint of 

r •cCI"'!l:elltlaUon made by m., tor any kind of c..,.1nt:noat, '!'here •~• fto pPrty 

?olltlce of t>Jq kind; it ' s 1imnly a quaetloJI - - IIJit IO!llll of the ol4 boye hive 

&o ~ tea eh1fte4 out of their swivel che1rc ; if you ere a aallor you ought to be 

will!~ to ~o nnywhere , 

~. so-,• ot th• .. aet aea&iclct 

! . Th•t 11l:l?l1!1ea :mttflrs "nou~. Bu t I ' o p•rsonr>lly willi~ to hen rn,vboq 

:o ov•r th•rf' nil tu.-n the th in• ineUe out a:o4 it1 a such a 110ed ot ory t~t, 

I llna't w~t to s e t peroo~, but cort~ia ,.~re ~on ' t write it , , It' • P ~o4 

etory Pn ~ tha boys heve'~ne " ~ood Jnb ; it' • ~ our• l v ~«Binletr~tive ·~ 

mate 1n admlaletr~ tlve precedure. ani they ' v• cut r let Gf rei t~~ ~na 

coDtolld~tet certain functions. 
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ltl:ovpt: troa 1 

Boake Carter • a 
Philoo Broadoalt 
1.•a to a.oo P. M. 
Tue aday, Deoember 3rd 
Nineteen Thirty- fiT& 

Thi a be in& '1'1.1eaday night onoe mora, 111d 

there &till being no expl&D&tion being - .de by Treaa~.~ry 

n.p.rtmerrt a1.1thoritha as t o why the oiTillanhin& or the 

Coeat G~.~ard , ~.~nder the tutelage or an announced expert re-

organizer with virt1.1ally no paat knowledge. or the aea, ooaat 

g1.1ard d1.1tiea and ita complaxitiaa - let 1.1a add then, a third 

ooaet g~.~ard &tory, ot inter .. t it wol.lld be to taxpayers and 

citiaone i n general who pay tor and ask only tor a non-pork 

barrel, efficient lite- saving and ooaat ~d pat rol l.lnit -

which baa been the case up ~.~nti l r ecently. There aro at 

present on d1.1ty with the War Department somewhere in the re­

gion or 200 - poaaibly a tri fle leaa - coast g~.~ard warrant 

ottioera. They have been W&Trant otticers tor f r o.• t en to 
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twlTe year• and have had rroa 15 to 20 years aernce or aore . 

When the eoon~ act came , the oe men -.re reduced to the grade 

of chief petty officer, tiret olaaa, and eo on down the line. 

The temporary W&Trant officers - a ttached to the army - illlTe 

held do'm a lmost eTery job oonoeiTable in the coaet g~.~&rd -

haTing aeTTed ae otticara in oharge or larger patrol boataJ 

execut1Te oftioera, - toh ottioera , engineer off ioare and ac 

on. Poet a r equirin& ini tiati ••• experience, and yeare of 

lmowledga or tho aea b&olc or the . Thia gr oup ot ooaet guard 

Tetal'alUI wre tranaterred to the army tor t•porary duty with 

the CiTilian Conaern.tion Corpa . Irreapeotin of the faot 
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that thh aoUDda not unlike the ua\1&1 story ot the tiah out 

ot •ter, the intereatin~ part ot t he si tuation lies in the 

taot that when the CCC tour or duty ends tor these 175 or eo 

ooaat guard veterans , they f ace either stepping out into oiv­

ili ao lite and looking tor a j ob or else returning to ooaet 

guard duty with the grade or ohi e t petty officer, arter hav-

1116 been warrant ott icora, executives , watch and engineer 

officers ot petrol boata in active sea duty tor ::any years. 

1otany -.y wonder how on earth a ooalSt guard otricor can keep 

abreast cr new dovolop:nenta pertaining t o ahipo, while run­

ning a r ound wit h an e.rt'Qy uaiprmont. '!'he answer 1a tha t he 

cannot keep abreast or developments . He get s rusty and he 

drop a behind i n hi a know l odge or modern craft. the late at 

construct i on wrinlcloa, t ho latest t hings to bo en the look­

out f or i n ooaat guard dut y . If this be an e:umplo or ci v­

i lian re-organi~ation - t hen we'd better put the a~ on the 

battleahips a nd let t he navy lll&l"Oh up the hill and down a~. 

Thera would be at la&ot an eq>:&l m ount ot nonoenoe to it. 

An explanation aa t o why the guard 1a being revamped under 

the authority ot the supervilion or an ex- internal revenue 

investigator, would intero1t mattf millions ot people who 

thought they were paying for t he upkeep ot sotnethi ng oOJnewhat 

different . Perhepl it will co~ free the Treasury betora 

MXt Tuea~ - men no doubt we lhall have another illllll.inati nc 

little coaet prd otory to nport . 

• • • • • • • • • • 
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COPY 

11r. Harry C. Butcher, 
General Manaher, Station WJSV, 
Columbi• Bro•dcaeti ng Syatea, 
Earle Bu1ldins, 
W•ahington, D. c . 

J.1.Y dear J&r. Butcher: 

December 6, 1Q~5 

I ~ enclosing a letter to J&r. Bo&~P Carter which I hope 
10u will be good enough t.o forward to hiA. It is my under­
s~andlng that Wr. carter will broadcast t~e entire letter ae 
flY reply to the at.ateaent.e he hal -de about the Coa1t Guard 
1n h11 news broadcaste. I na•e tried to keep it a r .. lon&ble 
lensth and I believe it will not talte up too auCJl t111e in •in 
ot the time that Wr. Carter hal de•oted to the •~• eubJect 1n 
three eeparate broadcast&. It tor aey reason J&r. carter 
should not eee tit to broadcast the entire letter, I ehall 
hope to be able to diacus• with you your suggee~ion ~hat the 
Treasury itselt take time on t he Columbia chain to broadoaet a 
reply. 

I appreciate greatly your own expreeeed desire to give the 
Treasury a hear1ng and so to maintain the reputation ot the 
Columbia Bro•doaatlns Syatea tor editorial fairness . 

Sincerely youre, 

(S16Jled) H. )(orgent.hau, Jr. 

SecretarY ot the Treaeurr. 

(. 

' 
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TlU!lASURY DEPABTI.IENT 

ltaohington 

11r , lioake Carter, 
c/o !'he Columbia llroedouting Sy.t-, 
'!i'uhington, D. C. 

Dear Siro 

~:v 1 : 

105 

December 6 , 1936, 

'l'hrougb the oo\IJ"teoy ot the Colwobia llroadoaoting System I have reoe1Ted 

transcripts of portioM of your r&41o br oedoaoto of lio•ember 19th and 26t h in 

wbl.oh reference h m&4e to the 'l'reuury Department and the Coaot Guard, I rep-.t 

that you did not com. to the Treuury Department or to any or the responoible 

officers o f the Cout Guard tor ini'onation, for I feel l'll!'e that if you had 

done so you would not have given currency to uni'ounded rumors that sight seriously 

d.i sturb without reason the morale of a 't'e.ry fine arm of the Go•ernment service, 

Th e aubatance of your charges was that efforts were bein& -.de Ullder -:r 
direction to tre.nafora t he Coast Guard into a cinllan outfit and that it -• 

(1 quote your words) "gredually being fi ltrated by civilians and political job­

holders . " 

h 1a very easy to deal in a tn words with these atat-nta. They are 

aiaply not t rue, Whoever gave you this ini'on:~~~.tion informed you bedly . I shall 

be glad t o ll&ke all the Coaat Guard personnel record a available to you 1t you 

whb to aee th.._ Tbey will re't'eal to you that not one civilian hae been placed 

i n a position of authority in the Coaat Guard a inoe I have been Secretary of the 

Treasury and that there have been no additions whatever to the ~11 force ot 
civille..n employees on the Coast Guard rolla. There baa not been any political 

appointment to the Coa.t Guard nor any political appointment ot a cadet to the 

Coast Guard Aoaday in rq term of service and there will not be aq wbila I hold 

rq present position. 

I wa s pu&&led by your reference to the pay olerka, who you said have been 

dropped down a peg and are no" serving civilian jobholdera, until it wao 

explained to me that you had probably been given a distorted version of the 

arrange,..nt by which Coa.t Guard offi cers and 10en are now receiving their oheoka 

t hroll&h the regio.-1 field d.iaburain& offices ot the 'l'reaaury Departaent. M 

the tact 1a that theae dhburaing otfioea were oet up by executive order and 

that they dhburae peyrolla DOt merely tor the Treaoury Depertoootnt but tor other 

depe.rtmento of the Gover-nt. Their ottioero are not in ~ -y in author ity 

OYer the Ooaot Guard warrant officer pey cler ks and they have not replaced thea. 

1'he i=portanoe of the dutl u of the warrant pay olerll:o and their value to the 

Coast Guud han not been dilliniabedo 
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a.t you aaicl alao that wUle the Coast Guard -• otticially a part ot the 
Treuur:r Depe.r1:'aent the Guard in the past had b .. n allowed to bllild ihelt up 
and t hat the DepartMnt had kept banda ott in policy -tter a , That , I hope you 

rill agree , 1o a r ather l udioroua atate-nt which reflects an lllldeaened discredit 
on rA'f predeoeuora. You aoouse me in effect of t&lc1ng an i nterest in the Coast 
Guard , and I fear 1 &hall han to plead guilty. 

'!be Coast Guard ia an uaential part ot the lair-enforcing at;eDOiea of t~ 
Trso.aur;r, e...,as ecl in protect!~~& the li&tion'a rnellllea, am it haa other iaportant 
duties , inoluclint; the great h~tarian work of aaving life at eea. It -et 

ooopsre.te wi th other reven~M enforoiag &«enciea of the Treaaury Department and I 
have sought to make that cooperation even more effective with reeulta that I 

think I oan aay in e.ll modesty he.ve been gratitying, I have devoted a gree.t dee.l 
of t ilte &nd atteJ:l;j on to getting the officers and men of the Coast Guard bett er 

equipment with wbioh to work -- bett er ahipa , better airplanes , iaproved shore 

1 tationa. I know they he.ve appreciated !t and I would he.ve oonaicler ed ~elt 

ra lae to rq reaponeibility it I hadn't clone it. A landlubber oan be of eoae 

eenice. 

Now let me deal with the oue of llr. Edwin R. Ballinger , who you &&id waa 
given the task of reorganizing the Coast Guard and was placed in the position 
of head man over the het.cl of the Co~ant, llr. Ballinger ia, aa you stated , 

o. t eohnieal expert on the &dlliniatrative atatf ot the Tree.aury Department and 

be did ilrvaatir;ate the Coast Guard and propose aou changes in org&lliution ancl 
procedure whioh han been put into effect. a. did not proliOte hiaaelt into a 
poaition aa het.cl o f the Coaat Guard, l!e holcl a no poaition in it whatever , but 

hr. a moved on to pertona almilar ly valuabl e work in another branch of the Treaaury. 
You obose to honor him by spe&lc1nt; of h1m e.a an eye doctor. It he waa that then 
t ht.t profe ssion loat a very valuable man when be chose to enter the Government 

aervioe nearly ~wenty years ago . He was e. member of the start of the Bureau of 
l nterna.l Revelllle , before I e.ttaohed hia to the staff of the Treuury proper £ 
because I b&cl learned eo1118thing about hie work:. Be ia an exper t in organization 
&nd particularly t he organization am procedure of CoTer ..... nt offioee. Be il not 

a politician but a civil service •rit ayat- • ployee of the GoTar-nt, a 
oonspieuoualy able -ber of that tiDe body of career men who are the bt.olcbone 
ot the Federal eervice, whether they go b:y the title of Admiral, or General, or 
Captain, or Colonel , or plain Wiater . Be baa been of aplendicl aaaiatanoe to t~ 
Coll11!1t.ndant and other oftioere of the Coast Guard in improving their orpni&a tion 

and thoy r eoot;ni&e ito 

I ah&ll not go into detail ae to the &d.lll1niatrat he oh&no""~• he r eoCl!!lD8nded , 
but t here h no reaaon why you ehoulcl not know all about th.,. •.f you are lnt erea­
te-1 . It 1a enout:)l to aay here that the &h.&n&•• baTe not been in the direction of 
di llliniahing the author ity of the oo.-iasionecl oftioera of the hat.clquarters at&tr • 

bllt that on the oontrary their authority bu been otrengthened. 

llay I eu~at that you oo- to het.clquarter a ancllearn aore about tbe Co& at 

Guard , It h a tine org&lliaation. I aa proud of it and of 'a::f ooDDeotion with 

i t and 1 want ita .. rita to be laJown. 

S1D0erel7 your•• 
B, llORGBli!!UU, JR. 

Seeret&r'J' of the froaaaur7. 
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.... In the law oourta i t 11 the legal procedure for the 

platnttff to c l ose aa well as open hia oaae and the burden of proof 

1a upon him, and, therefore, this g1Tea him al-.ys the opport=tty 

t o present hie case and the other aide then makes its detenae, and 

the the plaintiff ~ an...,r in rebuttal ..,.at has been brought up 

in defense . On thia basis we report in r ebuttal on the defense made 

in Secretary Morgenthau•s letter to us regarding tho reor ganisation 

ami changes in tho Coa.at Guard - - and the oheolc oomes from authorita­

t i Te sources within the Guard itaelt. We gladly take back tho charge 

about the Gt~ard being f iltrated by ohilians. -- aa yot oirll1ana han 

not been placed in tho Guard -- one up for the ->ecretary and ono do.m 

for us . Hc....,ver , the score is this...._,., It 1a i nteresting to nota 

that the Secretary aaid, "Not one civilian baa been placed in a polition 

of authority in the Coaat Guard ainco I han beoo Secretary, " and in 

addition "Mr. Ballinger, a Civil Sorvioe employee under whose direction 

roorganhationa were •de baa finished and baa moved on to pertora other 

work of a aimilat· character in the T'reaaury Depart.o.ent . • Both thaae 

observation• were written Oec~ber 6th; and yet , it is interesting in 

the extreme to diaoover that the very aame day this civilian wbo r e­

organised a aee-going outf'i1: , telephoned tor t..o ottioer s of the Coa.at 

Guard, one a oaptaill and one a o...,._ndar, to atep over to the Treasury 

Departlllent for a oontaralloe with IUA, wbioh would ae«~~ to indicate 

that he ru:y have moved on but not eo Tery f ar and i t ia interesting 

to know that he still r emain• an ex-officio member of all boarde, It 

didn ' t eeem ~ eound tor a civilian to reor,..aiae a sea-going outfit. 
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We have to haTe aoagoing otfioera , juat aa tho Navy doea. It the Navy 

br ought in a oiTilian to reorganize and tell it What to do, we would 

aoon han a oiTilian navy . Tho ciTilian in qu05tion, aa the Secretary 

obaenoa, ~ be one or tho very boat CiTil Service IWn in the world, 

but he 1a not a urine expert and cannot be expected to 1a1ow the prob­

lsns or men oarryi ns on duties at oea. It there i a to be an inTeati­

gation ot the Coaat Gunrd, either a ,.,11-intormed llavy officer or a 

aeaman familiar wit h au-going personnel alfould do the job, tor a oiTilian 

eannot appreciate the intricate preble~• oontrcnting a aea- going out-

tit . Reor v.nher Ballinger u.y bo a Tory excellent chalr:aan ot auch 

a boar d , but we t ail to aee hia qualification& as judge and Jury, and 

ao a result or t hia weakness arohitecta wor!cing on construction and 

repairmen and engineer• have been lumped together under engineero in 

the Cout Guard reorganization plan. Tho llavy Department 1 the llavy 

Yarde and priTate ehlpyarde do not operate thia w.y. The llaT&l. 

architect outranlca tho engineer. But here under this oiTilian organi­

:ation the Guard'e architects haTe bean ahitted and put under the 

engineers and it ia a case or the cart ~afore the hor ae . 

And now tor the 111oat il:rteroet i ng thing ot all. lfe rot or to the 

~ and Navy Journal or December 7th, a quaai- otticial publication 

regarding aerTlce roattera - and i."loidentally ..:>at aoourate - and it 

reporte thualy, about the new selection plan propoaed tor the Coaat 

Guard . Af'ter an PhauatiTe atudy the general board or t he Coaat Guard 

throwa oTer board the draft and auggeata a continuati on ot the preaent 
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pr011otlon eyet•· il&d not the apotll!lbt or publicity been thrO"C 

upon the propcaed selection ayatem it mi&ht have been law befor e an 

opportunity to atudy it t.roee . What •• prob&bly e.n unfair pro-

motion ayatem drawn up in aeoret in the l a at eeaai on ot Congreaa haa 

boon junked because of the publicity, and if that ia ao , it ia very 

pleasing. After all, hero ia the pol ots The Guard has three main 

dutiea - - acti r g the pt.rt ot polic&:10&!1, aoving 11 vea at au and a&Tlllf> 

property. The public 1a moet interested in oavlDf> lite at aea, and 

109 

yat no leaa the police end ot it enter s in. It ia a hucanitarian 

outfit and has a wonderful record for net.rly a h=dred and fitty yeara . 

It thn t 1a the record of the GIIILrd it aeemo hard to underatand lfhy it 

should be reor ganized. If it had fallen down one would underst and. 

Wa atlll contend tn&t auoh a job should be performed by at laaat termer 

naval oftioera or men underatandinr; the problema of the sea. Howover , 

our Min point having been won by the elimination ot a bad aalaotlon 

aya t • , the plAi.ntitf Iavin& opened the oaae oloaea the rebuttal and 

will let the oaaa stand on 1 ta =•rita. 

- cOo--
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!bo to ... ll elhOI' bi'ODI'O MY1004 tbat \bel'o won 13,000,000 ...... 

ot dlftl' tor Mlo la \lao Lo .... ....at ... t.....atto( .. en. tor Ullo 

~t to u at lM Ifill poaoo, etaiftlnt to U.ta~. 

!bo Jatloll&l OltT B&llk rooo1YI4 Oablo ottoro ot ollYOr troa their 

Boll'bq ottloo u to1l"o1 

1110,000 OWicoo • Mot (t.Salt eo. IIOjl) 

lSO,OOO • • boot (Lilli\ 48.1111) 

1,100,000 

906,000 

• 
• 

e boot (t.taU Lolllloa flz111C 1t pontbl o) 

e boot ( .. UaU) 

I tolopboD04 \lao socrtt&I'T &ll4 .a.too4 h1a ot tbeoo ottore &DI he 

MD4 lt I bat OJq tae&Ottl011.. l toU h1a tbat tt 1t wao 110t collt14orocl 

4 .. 1rablt to let the prtoo 41'op too tao\ 1 Uaoucht n oouU attort to 'IN;J 

'- the tiber offorocl fl"• Bola'bq at .., , ~. 'l'hh wnlt M about 111 uM.-

tlw prlao of tho lll'ror ottont troaa Lolllloll ea4 wowt 110t tu. too aoll 

a4YU\at0 ot a 0\eo\0 ottor _.. tqa ,_'lllir· IIJ'. lllorsatba etatet that 

he woul4 couaU nUl tho Prooltoat &DI o4Tho • ot tho ronU. .A lUUo 

later tho SOOrot&J'T ac-iD calll4 all4 otatoll that be lla4 talD4 tllio poUoa 

0'1'01' With tho Pl' .. l4ollt 1 wbo - YOJ'T Ollar( 'oUol1° U J'OCU'U the ottar­

lJICo ot tUftl'. ftle PretUnt tooh that •• anU aot TorT well JIIIF II.~ 

rat .. thaa \hat at wlllab tile ollYOr ... ottoro4, ea4 U ... tboratoro U.I.W 

to 110oopt tho atfon la --~at tho oqa.iftlaat ot IIOjl, whlcJI walt '*-

eve ot all tM en .. ...,, ... - for 110,000 ..... *lala ... 11111 ... 

to eo.IIOjl. J pola ...... , to the ·-·t&I'T that to•• wn14 .... ~ _, 

M able to tu a pr1• .._ aat hi ..u tllat lt to•• wu .UllJrc to 

ott., ... _, .,. .... 100,000 .. 110 a& .. - JlrloO taat .. - ..., ... 
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(. s.a JGa'bq , -17, &0#. w -.14 aha _.,, tllto -.t trwa ~ • .u tllto 

,... a tu1Dt trap 1a P'ice trwa ,.-'.,..., 1a &!Ia foralp _.,., U •• UolW 

to fix \be •n torll: price at e6# aplMt ,..,.~,. price of &f#, u4 al~ 

thll WO'<llt aUll lla a wide epr1ad. aplao& tlla foraip MI"Dt, U ~• H­

~rbat 110re ill proporUo:a \hall. lf ~· P'lce -. 01117 d.roppe4 11. 

!be toa4oa llrot.ro .ada a eacoad. ofteriac of &,000,000 OUDCae of ell•er at 

aa 9/16 p .. oe, ..,Uftlat to &0# 1 u4 e\atad. that 1t we took 1 ,000 ,000 -" of 

thte _.....t the7 woul4 .. tal>ueh a fixtac at \U - price . We offered. to 

accept oD17 !500,000 OUACeo wblcll the7 raf\lae4 to ••11 aDd. later ill the • 

quote4 a price ot aa pe110e, which .,.. t he equhal .. t of 511 , bllt axpl alaad. 

that t ble .,.. a price at which there nre aellan bllt that 110 truaaoUou bat 

b11n done . 
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De~ecber 18 , 1Q35 

~r . L~chhead telephoned the Secretary , who is in 
Richmond today , and told him t hat London offered 13,000, 000 
ounces of silver at 53 . Q5 and that Bombay offered 2 ,405,000 
ounces of silver on the following terms : t hey offered 150,000 
ounces at a ~imit of 50 . 50, another 150 ,000 at a limi t of 48 .80 
and on the balance there was no limit set . It was tlr . Loch­
head ' s idee. , in order not to l et the price drop too fast, that 
we could afford to buy the silver offered from Bombay at 53 
cents . The Secretary acid he would talk t his over with the 
President and let Lochhead know l a ter on . 

~he Secretary talked to the President and reported that 
he could not see any reason why we should of~er to poy core 
for silver than r.as asked. The President suggested tha t we 
pay 50 . 50 and, after some discussion , the Secretary convinced 
the President that we should offer to pay 50 cents. The Pres­
ident wanted to f ind out a t what price the ~rket would level 
off and support itself. 

The Secretary told the President about the Uexlcan 
ct1on and the President was very much upset about it . 
report on this is included in the a ttached report as of 
day ' 1!1 date , marked EXh i bit 1 . 

situ-
A full 
yeater-

The Secretary said he would come in to see the President 
at the ~nite House on Thursday morning. Ur. Uorgentbau re­
minded me of the f~ct t hat at the time we had the negotiations 
with tlle Chinese , when HJ!,Jr., wanted to drop the price to 
40 cents , the ?resident r.as very much a&e.inst it and now he 
la perfectly willing to see the price of silver go down. 
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Tom 
Lockett : Kr. Kr. Secretary? 

B.II.Jr.: Yes 

L.: This is Tom Lockett . 

H.M. Jr . : Yes 

~:r 
December 17, 1935. 
Tuesday 

L.: I ' m talking to you tor the Secretary o:t: t he Treasury. 

H.M. Jr.: Yes 

L.: The Banco the bank o:t: Mexico is buying allot the 
newly refined silver produced in Mexico -

B.M. Jr.: (Aside: Tell Kr. Coolidge to come right away. ) 

L.: It amounts to about five mil Uon ounces a month. 

!i.M. J'r.: Yes 

L.: The Secretary is be has contracts with all these 
silver mining producing companies -

H.M.J'r.: Yes 

1.13 

L . : - and a very greet uncertainty has gotten into his mind 
as whether or not you are interested end will be in­
terested in the purchase ot that newly mined silver. 

H.M.J'r. : Well , we've bought ell this newly mined silTer this 
year and we'Te bought Just under sixty million ounces 

L.: Yes 

H.14.J'r.: And our best figure that we ' ve got ie that that's all the 
newly mined silver that be produced . 

L.: Well , it's the trouble otitis he's been selling you 
from reserve . 

R.M.J'r.: Well, that's his bed luck. 

L . : And that's whet • s gotten him into this partial diffi­
culty. 

B.M • .Tr. : Well, that •s his bad luok. You mow, I ' m getting siek 
and tired ot this business, Lockett , and I don ' t know 
whether you're talJting tor the United States Governaent 
or whether you ' re working tor Mexioo. 
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L. : Wall, I ' • working tor you. 

B.M.Jr . : Wall, I •m not sura of it. That intoraation that you 
gaYs me the :ltber day was outrageous. 

L. : 

B.M. Jr.: That telling me tbat they were going to close their 
doore and that they had that their monetary 
reserYe was below their note issue and not telling 
me that they only need fifty per cent. 

L.: Well- well , you see, here ' s what I do, Mr. Secretary,-

B.N. Jr.: Your job is to tell me what the United states ' intereet 
is down there - not what the Mexican interest is. 

L. : Well, I I 

B.M.Jr. : And you didn't tip me ott at all and we had to work it 
out here. 

L.: Yes 

H. M. Jr.: And I almost bought that stuff on entirely fal se informa­
tion. 

t..: Well, I 'm certainly sorry - I 

H.M.Jr. : Well , you've certainly got eYery reason to be. 

Yes, I I try to repeat to you what the 
Minister was sitting right here. 

the 
L. : 

R.N. Jr.: Yes, but you called me twice. 

L.: Yee 

B.M.Jr. : And the first time be wasn't sitting there . 

L. : No , he was not. 

B.N. Jr.: No, and you did not give me the right information. 

L. : 

B.M.Jr.: 

Wall, I certainly tried my best to. Let me - let me 
explain this to you. Hie int erast in it is t hie, that 
he has these oontraota with these mining companies and 
he bas rear tbU probably you will not be interested 
in buying - buying their freshly mined e1lnr. 

Well, we'Ye bought all their n-ly ained dlYer. I 
can't help it if be's used up their reaerYea. 
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L.: Yes - well now, here ' s - he ' s gettin& _, all right 
on his reserves. He issued his statement and so tar no 
reaction bas taken place, but -

B. ~ . Jr.: Wel l, I thought all hie banks were going to close end 
everything else - ? 

L.: Well , he that's he was certainly up in the 
air and now he Will have coming in each month t1ve 
million ounces or new silver which be wants to sell to 
you. 

H.M.Jr.: Now just bold the wire a minute 

(Pause) 

B. 14.Jr.: Hello 

L -: Hello 

H.M.Jr . : Well now, it this thing is a very unsatisfactory way 
to do business and 

L. : I can' t quito hear you. 

R.M.Jr.: I say this is a very unsatisfactory way t o dO business . 
I don ' t like to have t o do business always on a tive 
minute notice. 

L.: Yes 

H .~.Jr . : And it the Mexican Secretary ot the Treasury is worried 
he ' d better come up and see me. 

L.: Yes, sir. ~ell I 'll tell him then too to communicate 
in some rorm direct with you. 

H. I4.Jr.: He better- it he's eo worried about this thing- now 
the American Metal Compaey, tor instance, would like to 
sell us direct , but the Mexican Government won ' t let them 
do it. 

L.: That ' s right. 

H.M. Jr . : Now all ot that information -
rrom y.;,u -

I don' t get any ot that 

r .• : 

B.M. lr.: 

Yes 

I ' Te got to get around and get it and I'm not getting 8117 
informati on out ot you that I couldn' t get tram a man 
who is on the Mexican pQToll . 
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L.: Yes , well, I want you to know that - that I try t o 
get this to you as as it comes t o me. 

H. I.!.Jr .: Yes , but you don ' t give me t he Unit ed States Govern­
ment ' s side or it. 

L.: Well, I ' ll - I ' ll certai.o.l..y try to watch it because 
that is that is indeed my purpose. 

11.6 

B.M. Jr. : Well , I mean, as far as I ' m concerned , you' ve called me 
up now I know about the American Ketal Company, you 
don ' t tell me t hat . 

L.: Yes , well,this is the situation, t hat the Mexican Gov er n­
ment will not let any metal company s ell direct . 

B.M. Jr . : Well , that ' s just too bad and I •m looking -
for the American people. 

L.: Absolutely 

I ' m working 

B.M.Jr . : Now, i f t he Mexican Secretary of the Treasury has got some 
problems he ' d better come up and see me. 

L. : Vi ell, I ' ll - I ' ll tell him then that the thing - the 
t hing to do that i f be feels any - if he ' s i n e bsd sit ua­
tion that he should see you. 

H. M.Jr. : He ' d better see me and he ' d better appr oach me through 
t he State Department. 

L . : Well, I ' ll I ' ll do that . 

B.M. Jr.: And if you' re end I certainly hope that if you're down 
there that I get some information which will be useful t o 
me from the st a ndpoint of the Treasury. 

L. : Yes , well I I try t o make it that way and in the 
future I ' ll watch it closer. 

R. !A.Jr. : Viall, you ' d better. 

L.: I ' ll do that. 

H. M.J'r.: All ri.ght 

L.: All right , thank you. 

H.M.J'r . : Good~ye 
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• 

ADO LONDON SILVER ~ . 
~ 

RECE IVE~dl LO NDON - BROKERS PRIVATE CABLES 

HERE FROM BOMBAY CONF IRM THE SUSPENSION OF ~ 
S ILVER DEALINGS THERE UNTIL SETTLEMENT DAY ON 

MONDAY - IT IS FEARED DIFF ICULTIES MAY RISE 

OVER SETTLEMENT 

r 
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LONDON SILVER DEC18 ~ 
nuT LONDON - BULL I ON BROKERS REPORT 

AMERICA WOULD NOT B I D FOR ANY SILVER AT SELLING 

PRICE OF 23 0 FIXED AND SO THE RE WERE NO OTHER 

BUYERS IN THE MARK ET - NO S I LVER WAS SOLD 

• 

Regraded Unclassified 



DOll J OIJlo.S TICUR - Dec•ba' 18, 1936 . 119 

LONDON S I LVER 

LONDON- IN THE LONDON S I LVER MARKET THERE 

WERE 23 SELLERS BUT NO BUSINESS WAS TRANSACTED 

OUOTATIONS ON THE LONDON ME¥ AL MARKET 

UNOFFICIAL FOR 999 F INE S I LVER SPOT AND THREE 

· ·~uTHS FORWARD ARE NOMINAL 
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DOro .JObS TIGU.i< _ Deo-.bw 18, 19~. 

LONDON S ILVER ~ ~ 

• / v D£c 1 8 fCY.!r 
LONDON- THE POSITION F SILVER REMAI~~ UNCHANGE 

BUT IT IS LI~ELY THAT THE PRICE WILL AGA I N BE 

LOWER AS IT HAS BEEN REPORTED THAT BUSINESS HAS 

BEEN DONE IN BOMBAY AT LOWER LEVELS-
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December 19, 1935 

I showed the President Eddie Greenbaum' s letter with 
the enclosure, Mr . "X" being Henry Booker . Tbe President was 
very much upset and I sai d , "should I not show you these things" 
and he sai d, "yes, but what are you goi ng to do . Henry Hooker 
has been sort of a doormat and house pet all my married life . 
Be s its around on the floor and plays with the children, s t ays 
here at the White House and, of cour se, i f he calls anybody up 
on the phone from the White House they will say • this i s the 
\'/hi te Bouse calling ' • What am I going to do - have somebody 
watch all of those telephone calls". I sai d, "being philosophi­
cal for the momentl the great troubl e in t his world i s money and 
greed" . TI1e President said, "it certainly is. Everyone seems 
to have i t" . 

I showed him the cable from Buck and the two proposed 
answers ; one by Oliphant and one by Cooli dge . He Okay' d the 
one by Oliphant and I sent it . 

I asked him to release me from 
NRA between Berry, Martin and myself. 
t ake my place. He said, "al l right" . 

the proposed meeting on 
I suggested that Roper 

The Presi dent was upset by all the comments in the press 
about the budget and spending and wanted to know if either he or 
I could not say something about it and show how false some of 
the statements were . I told him t hat I t hought it was useless; 
that the statements in the press that he referred to were largely 
for political reasons and that if we answered them they would 
only have the satisfaction of feeling that they were getting 
under our skin . 

I showed t he President the attached memor andum on silver 
in !.lexico. 

I find him in a grand humor these days and very much 
interested and very sympathetic about my headaches . He took 
five minutes at the beginning of the conference to tell me a 
long story about his gr andfather, Delano, who was a trader living in 
China. Be used to go to the mountains of J apan for his vacation . 
He suffered acutely from headaches . In J apan he was told t hat 
when the J apanese get headaches they change from a rice diet to an 
exclusive corn diet . A J apanese suggested to his grandfat her 
that for three days he only eat rice and drink rice water . Be did 
this and got over his headache. The Pres ident said his gr cndfather 
did that for the rest of his lif e. He sai d, "this shows that the 
Japanese through thousands of years had learned by experience what 
the medical profession i s just beginning to learn through science". 
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I told you the mae ot "X" ud oan &1ft you the -

ot the o tbtr partie• it ;poa Wllllt t t.a, I t 11111 inteN.t JOU to tn. 

tbtt the Ch&u-- ot the Cc.a!ttM referred to i n the 11M _,..._ 

1a & pro~ Republieu. 

EBO tEt. 
IbiD. 

- .... 
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by S~oi.al llutere in tho Stat. Court i.e DOt taxable b7 tbe Federal Goftna• 

•nt• Tlw Bureau took no~ aDd aoquioeood in thia dooidon. In epite 

ot U.S., lut .,.v it detondlled 1lo .alee ueoe .. nte oo 1no- u,.,. reoe1 .... 

1n 19Sll az>d 19M. Tho C-ialiooer tberoattor proatlsate4 a l'\lli:Qt; wbioll 

bad U.o otreot ot holdinr; tbet tho taxoe ehould not bo ueo .. e4 tor 19SS• but 

tlw Bureau oCDtinued to talla •top• 1lo ueou tho 19S4 ino-. 

A r;roup ot Chioar;o llutere In ChaDoez"7 orr;uiaocl aDd retained a 

woll ltDCII'Il Cbioar;o tax l...,..r to repr .. •t tMa. !boJ tolt that it .... r;rou-

ly untair ot tho OOYorDIIlont 1lo eoill~ 1lo oolleot a tax retroaotiwly, wbiob 

had 'bMrl hold DOt nl.14. f!.y hlt tbet 1t tM GoYor-t had a real poi.Jit 

ud r.lt that B.f.A ..... WI'OJI&• thoD tho GoYo~t oould rat .. tho quoetioo 

in a ouo t.ri_.ei:Qt; out of 1916 inoo•• 

n..,. .. ro told tbet in order to pr .. out thie •ttor 1n lfubint;ton, 

it wu moouaJ7 tor t~ to -.ploy u attoi'My who bad ooDMotiou tbero. 

11aturally, thie eo-tttoo r.lt diaeatietiod with tho moouity ot hiriJI& woll 

~oial Cou~Wol in Yiw ot tlw taot that their 01m oouJMOol .,.... qualit1e4 to 

ropreeout t~. s-.,.., u tho C~ittoo h ao~ tor othore, it .... nt 1ntD 

tho -ttor 1\l.rthor. f!. CbairwaD ot U.o c-1tt.o - 1lo ._ York to eM 

toa. !be CllairwaD intoni-a -x• ill._ York aDd oa14 that althour;h he a.. 
IIOthint; llbout tax •ttore, he luod oootaoto, aDd oon~ -ro OftrythiDt; ill 

Weoh1Dc'on, that when be wu d- th_, he ·~at tllo Whit. aou.e ull tel .. 

pbomd to ditr.reut dopat llwuh to _. appo1At.mt& ud tho oall -• t;iftll ae 
"Wbi t. !!Gu•• oal l iJrc. • ft. ottoot ot thia _. nate4 to 'lifo ..,..,. • ftrJ' beDoti• 

Regraded Unclassified 



• 

124 

z. 
oS&l. • He add that he want.d a retai.Dotr ot $151 000 ... d the b&laaoe ot hUI 

tee would be an a oont~•>'• Be aaid that "- would be clad to work with tM 

Chioaco fax la...,.r, but add 1hat 1n rl- ot tl» taot that 1» wu DOt ... -

pert on taz •ttere1 I» 110uld haw to ~loy h.w:yera outa14e hie CIWD ott1oe 

to work on the taz queet1on1 aD! abo add eign1t1oantl)' that he pre~ tba• 

tl» oUente would n>t be 1lll:ereet.d 1n:!!!!!! he did with tM _.e)' that tl»y 

paid. '!Ibm 1he ~ ot 1M C~tteo cot be.olc to Cb1oa&o1 "X• telepbolled 

h1.a 1tetill& 1hat an reoondderation, he telt that 1t I» ,...re Ntai.Dotcl 1 he woulcl 

baTa to wurlc on the -tt•r aloDD and that tM Ch1o.,;o fax la.,..r 1hould DOt re­

•in in the o ..... 
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c 0 p y 1"5 -~ 

Dec , 17, 1935. 

Buck: 

Your cablegram 16 reference to your talk Kung stop 

concerning additional silver purchases feel that present 

arrangements should be carried out prior to consideration 

of new ones stop His reference to staying on silver stan­

dard and his opinion that some method of using both gold 

and silver in world i s necessary are noted 1vi th interest 

in view of the underlying monetary policy of the Adminis­

tration as expressed in President 's message to the Congress 

of l&ay 22, 1934 stop Further expression of his views on 

this subject would be welcome stop Not deemed advisable to 

depart from Treasury's fixed policy of not commenting on 

possible future price of s ilver. 
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From: 
To : 

c 0 p y 

TREASURY DEPARTnNT 

UNITED STATES COAST GUARD 

VIASHIUG:I'ON 

Spagent, Shanghai, China, December 16, 1935. 
The Secretary of the Treasury. 

126 

Uessage from Buck. Kung states J apanese are determined to br eak 
China ' s new monetary syst em and they made a r aid last Friday 
Yokohama s pecie bank, purchasing two and one half million Unit ed 
St ates dollars . At present there are seven hundred fifty mil­
lion yuan notes but only two hundred million yuan equivalent 
in foreign exchange , including pr oceeds of the fifty mill ion 
ounces , thus reserve insufficient . 

Additional stabilization funds urgently needed and desire you 
t ake another hundred million ounces . The proceeds would be used 
for s tabilization purposes and currency reform. Complete r eform 
of subsidiary currency definitely under way and dies for 51 10 and 
20 cent pieces arrj,ved few days ago . 

Coppers will all be exchanged for one cent and hal f-cent pieces . 
Silver coin of 50 cents and one dollar rlenominations will be is­
sued and probably of 25 cents . Some hard money needed and even 
the dollar will be a token coin . Intention i s to use silver for 
some coinage and Kung refers to staying on sHver standard in pub­
lic statements but use of sil ver in token coins and as reserve is 
meant. Kung expressed opinion that bi-metal lism or some other 
method of using both gold and silver in world is necessary as 
there is not enough gold . Managed currency and redemption in 
gold and silver seem best . Kung anxious to know future of United 
States policy regarding price of silver and states if the prices 
now become lower while China is carrying out her new monetary 
policy she "ill be very adversely affected because her monetary 
assets in silver will become greatly reduced . Kung st ates no 
serious difficulties in administr ati on new monetary policy. Ten 
million silver dollars alr eady collected from people ad 300 mil­
lions from banks. Leaving silver in provinces desiring to keep 
it will help establish local confidence in the legal tender notes. 
Branches of Reserve Board establi shed C~ton, Ti entsin, Hancow, 
Tsingtao and Si anfu, with local people Uidoubtedly as members , Qy 
Central Reserve Board . Two universities investigating ore return~ 
from various interior points, r eport ready accept~~ce legal tender, 
confir ming similar report from various sources . 

Nichol. 

* Meaning not cl ear , but no error is apparent . 
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December 19, 1935 . 

COPY OF CABLE RECEIVED BY FEDERAL RESERVE BANK OF NEW YORK 

FROM BANCO DE IJEXICO 

127 

#50 In order to decide as to the advisability for us to 

continue our silver purchasi ng contracts with our miners 

we would like to know whether you would undertake to buy 

up to 5 , 000, 000 ounces monthly . In that event we would 

buy for you dally such amounts as the miners would offer 

to us within the above mentioned monthly limit at the 

quotation which you would wire daily a t 10 a . m. New York 

time less l/4 of one cent United States currency for 

each o~~ce as our handling commission i t being understood 

that we would telegraph you daily at our close of business 

t he amount of ounces purchased for our account. 
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December 19 , 19~5 

P.U,Jr., called the President and told him that a oable 
had been received by the National City Bank from their Bombay 
office stating that there would be no offers of silver from 
thnt market today as the prioe ot 50 cents , which was set 
yesterday , waa unexpectedly low, He also told the President 
that London offers 13 million ounces at 49.23, which is t -oent 
down !rom yesterday . The President suggested taking 1 mi llion 
ounces 1n London. 

The Secret.ary told the Presi dent that t he new York pri ce 
yesterday was 56 cents and t hat he wanted to drop it 2 cents 
t oday, caking it 54 cents, and that he would also like to buy 
500,000 ounces from u~~1co ~t today ' & Ue~ York price . 

• * * • 

Hl!,Jr. called Coolidge and told him that with the un­
certainty of things in Frence, he would like Coolidge to t ake 
twice as many bonds today; t hat is, l million of the 2-7/8 1 s 
tor FDIC. 
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.1. Ca\le rec:eiYII4 thh Ml'111JIC t~ the .. tloul Cl\7 Jaak fro. 

t~t.r Boebq office e\ate4 that there woul4 \e 110 otfere of dlnr fro. 

tbat -.rat toda;f ae tbe price of ~ whicb wu eet ~dtrda;r wu 11.11-

t:q>ect11417 low. It turthtr a44e4 that t~r• baa bHil - .all lJv.TiDC 

of e1lnr 1D tbt lloabq -.rat for boar4iJIC pu'pOtte. 'fh• Lo114oa. \roar• 

offar ... a total of 13,000,000 OUJIC .. at tha rate of 33 3/16 ptDCt, •tl'i•a.. 

ltat to 49.aG~, u4 1,000,000 OWICtl of tbh -=t wu acceptt4. !lie 

price ill ... 'i.)l'l!: .. e eet at ~. 40Wil 31 froa ,. .. terclq. Uter the 

Loa.4oa. !1l<1J1C tenral o!fen .. re reoei•114 flroa that -.rat at tha flxlJIC 

prlet ,u4 oae or two off ere at pricn below tht fil<f.JIC. 'fhtee often "" 

retllee4 wltb the esplanatloll tbat the;r arrin4 too late for CODti4tratloll. 

At tha - tl&e the Wn Tol'k prloe wae t1:u4 at ~ lt _. 4tolW 

to la.41catt to tba llaDCo 4t llezioo tbat " woul4 accept 500,000 owao•• of 

ether fro. t~ at thh prlce 11 .. utv.al espelliH. 
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Dececber 19, 1935 

The following is copy of a cable received by the 
Federal Reserve Bank of llew York from the Banco de !Jexico: 

1150. In order to decide as to the advisability 
for us to continue our silver purchasing 
contracts with our miners we would like to 
know whether you would undertake to buy up 
to 5,000,000 ounces monthly. In that event 
we would buy tor you da1ly such amounts as 
the m1nere would offer to us within the 
above ment1oned monthly l1m1t at the quota­
tion which you would wire daily at 10 a .m. 
New York t1me lese l/4 of one cent United 
States currency tor eaoh ounce as our 
handling cocniesion it be1ng understood that 
we would telegraph you daily at our close of 
business the acount of ounces purchased tor 
our account. 

130 
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131. 
Deceober 19, 1935 

l.lr. Haas presented to the Secretary the attached 
meoorandum outlining financing needs for t he cotton pro­
gram of the AAA. 

ffi! ,Jr . ' s comment was t o the effect that the $50, 000 , 000 
they need should be taken out of the $90, 000,000 customs 
rece1ots r~h1ch AAA novr has and called attention to the f act 
thet AAA now has $50, 000,000 of that fund unobligated. 
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TREASURY DEPARTMENT 

INTP OI'Ple& COMMUNICATlON 

Secretary ~::Jlu 

lolr . llaaa~/T 

132 

.,..,. Dece.ber 19, l9S6 

Subject• Financing of the Cotton Program 

I. The 1936 cotton program as orit;innlly outlined oon:.anplated a crop 

of 12 million bales for next aeaaon, an increase of about li million 

be. lea over the December 1 eatU.te of a 1935-U output of 10 .7 ail-

lion b&lea. Thia increase -• expected to equal the reduction 1n 

oarryoTe r which •a anticipated for the beginning of the n"" crop 

year on August 1, 1936. Under theae conditione, the 1936- 37 aupply 

of American cotton would have been approxima.tely unchanged from the 

preceding year; and, according to the AAA, tho price of ap~t cotton 

would also have been likely to remain unchanged , on the average, 

f luctuating around tho current lnel of about 12 cent a , or ali£ht~ under. 

II. It ia naw considered adviaable to hold the cotton crop down to about 

11 aillion b&lea in 1936-37. Aocordinl$ to the AAA, an 11 aillion 

bale crop plua the expected oerryover will pr obably mean 13-cent 

rather than 12-cent cotton 1n 1936-37. 

In. It 11 lltim&ted tt.t the reviaed cotton progr am, calling for an 11 

million bale orop, will ooat $60 million• more than the 12 million 

bale progra. , for which latter th~ have the money . 
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IV. llhere wUl the addi t i cu.l 060 ailliona CCI:le treat 

It may be noted ti r at that it tho Supr ..,. Court should overthrow the 

prooeaa1ng tuea the whole quut1on or finanoing agricultur&l acljust ­

monta woulcl have to be r o- oponocl . Ir th1a were to r~ppon , tho acl­

d1tional needs of the cotton progr am coul d beat be considered at 

that time. 

Under preae.nt condi tiona, however , the following means of obtaining 

&n add1 t ional J60 mill1cna for the cotton pro.:;ram appear to be 

openr 

(1) '!'he cotton pro&ran has alroocly incurred a deficit with the 

Treasury of about $60 millions , duo to a failure ot the 

cotton pr ocessing tucc to cover relat ed expenditures . This 

deficit coul d be all owed to mount up to $110 millions . 

Tbo $4 .8 billions fund for work relief could b e drawn on for 

certain current expenditures of tho AAA ca:in:; within tho 

requirements of the Act ostabl1sh1n& this tund . 'l'ho 1110noy 

thus saved coul d be oan.rkod tor tho lll ter expenses ot tho 

cotton prosram. 

392 millions ot current customs r evenues have already boon al­

loted to the AAA, of wllioh ~40 millions is needed f or adjust­

mont pa~nta in conneoticn with tho cotton loan. or tho $52 

mill ions romaining , $50 millions could be eet aside for the 

cotton cr op reduction progr am, w1 thout pr ejudicing the i uue 

as to 'l'lbothe r or not cuatoma reooipta should continue to be 

drawn on £or tho t i.nanoin, or a¢ ooltural adjuab:lonta . I t 

1a certain that ouat<a: .. reoei pta alr•cly oan:arked tor U.e AAA 

will be apent b7 that orp.zaiation t or ODe purpaao or c other. 
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(4) A di rect appropriat ion ot $60 r:dlllone r:dgbt be obtained f rooa 

Con&reae . 

1. 3/f 

( 5) Tile def1o1 t incurred unde r the new cotton progran r:dght be met 

by an increase in the prooeaain& tax. Such an inoraaae, how­

ever, hard l y appears praotioBl at the present. time. 
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Present: 

December 19, 
Thursday. 

~eeting in Secretary ~orgenthau • s office 
on Associated Gas 

Secretary Morgenthau 
Mr . Uc Reynolds 
Ur . Kent 
!Ar. Helvering 
Ur . Jackson 
!.!r . Gaston 
L!r . Oliphant 

1935 . 

135 

Mr . Jackson: In the first place , the Associated Gas 
claim the right to file a consolidated return. These go oack 
in the old years - one consolidated return - they cla i m that 
permission. Claim also the right to fil e with all of these 
companies individually. The first study was made to see whether 
they were entitled to file a consolidated return. It was found 
that they were not entitled to file but probably would be en­
t itled to f ile in some number of gr oups . 

Mr· Kent : 10 or 11 - groups . 

Mr . Jackson: They could file 10 or 11 which would 
represent consolidated groups . 

Mr · McReynolds : There were some - we bad to f ile in 
addition to that 11 groups . 

Kr. Jackson : That ' s right. 

Mr· Jackson: Then you had this situati on - the 
Commissi oner couldn't say "you cannot f i le". The objection was 
with them. VIe had to work 1 t out w1 th them either by forcing them 
to accept the 11 groups or get individual audits . You woul d have 
been 5 years completing i t . 

Mr. Morgenthau ; You mean ridiculously high or low? 

Mr. Jackson : High because tl1ey bad so many transactions 
between companies which would result 1n loss to one company and 
ga in to another . I f they could not offset t hose losses it would 
have been a ridic~ous tax. We then worked out exceptions of the 
11 grouping dividends and single r eturn they were not entitled to. 
Then under that they were to furnish certain informat i on, which 
has no~ yet oeen furnished . That agreement wasn 't reached until 
l ast spring while I was 1n Pittsburgh. The Commissioner says 
there is a f&irly sound basi s for a ssess•ent so that the fir st 
reason for the delay w~s the coaplica t l on of that syste• which 
had to bo rerlsed OD a detailed basis. 'l'he nut thing - while 
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there is no criticism of the Treasury or Commissioner - is that 
this would not even now come to a head except on the basis ot jeopardy 
They would get a 30 day notice then one to six months discussing • 
objections . 

Ur . Yorgenthau; Is not there some way of getting that 
i n tho newspapers as a background? Can't you fellows , with Herbert 
Gaston, get the fellows in the Treasury Press to sit down with you 
and say "here i s the story"? Get whoever Belvering designates to 
say t hat this is background . We may lose this thing if the Federal 
Court - Judge Mack - should settle i t . Then we would be out in 
the cold. I think it ought t o be done to-day. Don't explain it to 
me but explain it to the boys .llr a background. 

Yr. Gaston: I did tell them some of the facts. 

Mr. Morgentbau; Settle it after you leave here . 

Mr . Uorgenthau: I s there something I have to settle 
at two o'clock? 

Ur . Jackson : Kineen (?) told me that Travis has the 
t heory that he can get an injunction and stop this tax being 
assesses . I tried to f i nd out the basis on which he thought he 
could get an injunction but I was not successf ul . It may be tha t 
t hei r injunction action will be based on s ome such t heory as 
vindictiveness which will ans~er the tmole thing beautifully. 
Our t heory yester day Nas that we would recommend making a proposi­
tion to Judge Yack and to the Associated Gas that the whole matter 
be adjusted by that Court . Uack is a good Judge. 

Mr. Uorgenthau; Don' t get · me too much into the legal 
thing . I can't follow you. Just put something up to me l i ke this : 
Do you want to do i t or don ' t you . 

ldr . Morgent~ Is there anything particular,as a l ayman, 
t hat I have t o decide? 

llr. 
which we bad 
m:1y change . 
Won<!ay . 

Jackson: You have to decide the question of policy , 
pl~ed for Wonday ~t which this injunction development 
You may find yourself in Court before Uon<!ay or after 

Mr. Jackson : As a matter or policy - in the first place, 
we don ' t want to get this Associated bear on our laps if we can 
help it . 1'/e don ' t want to go ahead and sell as we would be forced 
t o sell under thi' jeopardy assessment . We don ' t want to be forced 
to sell this thing and we don' t want to t or ce the obligations of 
wrecking it . Sowever, we think the best way out, to protect the 
Government and give appearance of not being politica~ or vindictive 
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i s to say to Kack "we have tried to protect the government and, 
under the law, we would be required to settle this property. 1'/e 
don ' t want to in jure anybody" . We will f orego our right to sell 
or assess and urge this company be liquidated in an orderly way 
by the Court, provided the Uanagement of this company will with­
draw their objecti ons and let this Court administer. Yle will not 
truat these assessments longer to thi s Management . We are willing 
to stand aside in this thing and have it administered by the Court 
1n an alternative fashion . 

Mr. Morgenthau: But the Commissioner would also have 
to arree and i s that Court - a r ecord of Receiverships - pretty 
good? 

Mr. Jackson: Yes, i t i s pretty good . 

Mr. Uorggnthau: Is t his appeal to the Court private 
or open? 

Mr. Jackson: Openly. 

Ur. Yorgen~hau : I would say this was the procedure 
to follow: Let the Court appoint a Receiver . We will take our 
chances on getting dividends out of what is left . 

Mr . Kent : Suppose that the situation takes such a 
turn i t becomes necessary to suggest someone t o the Court for 
ona of the Trustees - who would be suggested ? 

l.!r . Uorp;enthau: Don' t let ' s diseuss that now. We are 
not going to let anyone from the present Wanagement be Trustee . 

Ur. Jackson: I don ' t think it will get that far. 
Undoubt edly the Court will s ay that we have to have somebody in 
this pi cture to continue this business who is f amiliar with its 
past . Sometimes thoy have one Trustee - sometimes two and thr ee . 

Mr , MorgE~nthau : lly suggestion t o the President was 
the Public Service Commissioner of New York - Mulvey . 

Mr . Jackson: He would be a good man, i f he would take it . 

llr , Oliphant : Won ' t he t ake it? 

Mr . Jackson: I don ' t !mow - llulvey is makin& mora 
~ney than he got as Public Service Commissioner. 

Mr , Mgrgenthau: The President picked him and mado him 
Public Service Commissioner of New York, 
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Mr. Jacks~n: You don ' t know where you will make this 
ar gument or when . t may change between now and Monda)' and, 
in the second place, if it does or does not you have to make 
your a rgument through the Attorney General's office . You have 
to get somebody in this t hing to represent you in Court or else 
be represented by your own staff. · 

Wr. Morgenthau: Is tha t decision up to me? I thought 
I hac a couyle of good l awyers . You want me to know whether I 
go along with this idea of Judge Yack appointing.this thing. Yfuo 
will present Department's case? 

Mr. Jackson: That is something that has to be decided . 

J.ho . Yorgenthau: Are you going t o do it? 

Mr. J ackson; I can' t - Attorney General has to be in 
Court . 

Ur . !lorgenthau : Yfuy don ' t you get together after this 
meeting and see me t omorrow morning and have another meeting 
tomorrow? 

Mr . Morgenthau: Let me just t ell you a rather amusing 
thing - strictly in confidence in t hi s r oom. At a quarter to 
seven l ast night Bill Stanley called me up and said he was trying 
to g~t Oliphant and couldn' t . He just want ed to let me know that 
he was suing me on this Kansas soap thing. He just wanted me to 
know t hat this was not an unfriendly act. I said, "I don't know 
what i t is" . Be said it is just a business matter. He said, 
"I am suing you - it is not an unfriendly act . I have checked 
with the Attorney General and Mcintyre and they sa1d 1t is all 
right for me to talte this case . Be said, "anyway I understand 
t hat Oliphant has not made up his O\'ffi mind and that he (Oliphant) 
was no t up 1n the air about it". I said, •Hill, I don ' t know 
What you expect me to say. I don ' t know anything about the case 
but thanlt you for calling". I may have said to him, i f I had been 
quick on my trigger, "you might have called me up at 3 o'clock and 
asked me how I felt about it but you are calling me up 3 hours 
after you sue me and now you are tell1ng me about it" . I told 
the President about it and he scratched his head and sai d he 
coul dn 't understand it. 
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Present : 

December 20, 1935 . 
Friday . 

Meeting in Secretary Morgenthau• s office 
on Associated Gas a nd Electric 

Secretary Yorgenthau 
Ur. Jackson 
J.lr. Kent 
llr . Belvering 
Ur . Oliphant 

Mr . Belvari ng : Well Mr . Travis himself came down and 
st ated that while he perha ps could not say that he was the Gen­
eral Attorney for the Associated Gas and Electric he was there in 
thei r behalf on this case . 

Mr . Helveri ng : The f irst part of his t alk was t o the 
effect that be would like me to r eview my assessment and get it 
down to where it belonged . We told him we co~puted the tax on the 
best i nformation we had and we t hought we were correct and there 
no way it could be changed . He wanted to know if we would join 
with him in an opin i on wi th the Attorney General on that question . 
I tol d him I didn' t think the Attorney General could give him an 
opinion t o exer cise the di scretion of the Commissioner of Internal 
Revenue . 

Yr . Helver i ng : The next thing brought up was absolutely 
arbitrary informati on as to who might appear on deficiency tax 
when there was no jury. He kept pounding on that for an hour -
bringing it back each time . I told him ver y candidly that infor­
mation came to me that people in his own organization had asserted 
before Court that they were bankrupt - the Court had held that, 
from evidence submi tted, that the petitlon was f iled in good faith 
and probably t hey could make that showing - give him a chance to 
approve or disapprove t hat . I told him t hat there was also infor­
mati on i n the Income Tax Unit that there was an immense tax due 
from these people. I said I could be charged with dereliction 
of duty by not taking action . 

Mr . Helvering • His third propos i t ion was that he would 
impose an injunction . f told him I could not answer that question 
until we knew wha t he was filing . There are the three poi nts . 

Kr· Morgenthau: It i s still up in the air? 

llr, Helyering 1 The conference ended w1 th the burden 
being on the•. 

, 
w 
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llr . Morgenthau: 
Judge Mack? 

Ur. Helvering: 

Mr . Mor genthau; 
Whether we would or would 
Receivers? 

Mr. Helvering : 

Mr. Morgenthau: 

Mr. Hclvering; 

- 2 -

Is there a conference before 

There is a hearing set down. 

Did the questi on come up as to 
not agree on Judge llack appoint 

Oh no, 

You didn't get that far? 

He didn't know about that . 

140 

Mr, Oliphant; Was there indication that i f Justice 
handled this t hing it will not be difficult for them to make 
adjustment of it? 

Mr . Hclveri~ Only by his questions . Various 
quest i ons were asked tho would handle this . 

Mr, Morgenthnu: You mean as between Departments? 

Ur, Helvering : No - who would handle in Court , All 
cases certified by us were handled by Department of Justice , 

¥r· Morgenthau: Any question whether or not we would 
ask for decision 1n view of my determination? 

Mr . Helvering : There was no power in extreme cases . 

do? 
Mr · Morgenthau; Then there i s really nothing for me 

llr . Oliphant : One other thing - u.1der the statutes 
he said he would have to advise his client one or two things -
proceed with injunction or file voluntary proceeding in bankruptcy, 
which would be filed in the Northern District of New York. 

Mr. Helvering; He didn 't say where he would file it . 

Ur • Uorgenthau: Who was at the conference with you? 

~Relyer1ngr Rogers Camphor, 
Piscall from the General Counselfs office . 
and D~J:Belf, 

Burrs, Hill and 
From my office Russell 

Regraded Unclassified 
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Yr. l.!orgenthau: Who will go Jlonday to liew York? 

Ur· Oliphant: That seems to be one of the questions 
before us . It will not be handled in the routine way by the 
Department of Justice . The proper person to handle it will be 
Jackson . 

Mr. llorgenthau ; We have to be awfully car eful on 
this . I do think the Treasury has t o watch its step if Justice 
men deal with them. 

Yr . Jackson: There is even further difficulties of 
policy involved, in this particular case where t hey are charging 
the assessment against the Associ ated as the result of the utility 
fight . I have the fee~ that if I ~o up there, being in the 
utility fight , they are going to say, "there is the link between 
the utili ty fight and this assessment . Be is fighti ng utility 
one day and taxes next. " It will be a visible sign of the deal 
which they claim is made here . I am perfectly willing to go 
if that i s the decision . 

Mr . Morgenthau: Uay I ask this? The normal thing 
would be for the Department of Justice to do it. 

l.tr, Oliphant: District Attorney of New York. 

Mr. Morgenthau: 
Attorney General on this? 

Jlr , Oliphant: 

Jlr . !.lorgenthau: 

lJr , Oliphant: 
to t alk to you about. I 
i n thiS matter using our 
the stat ute the Attorney 

Have you had a conference with the 

No sir. 

Wouldn' t that be the next move? 

Yes it is . That i s the thing I want 
have a feeling that we can go too far 
people on t hese things because under 
General has the appropriati on. . 

ldr , Morgentbau: I agree with you . The next thing 
would be to bave a conference with the Attorney General - whatever 
branch handles it . 

Ur . Jackson: They a re not f amiliar with the background 
of t his case and there is plenty of reason bere, if we wanted to, 
to t ake this case at least in its preliminary stages. 

Jr. Oliphant: We can aalte aTailable aD1 111e111ber of our 
staff if they want t o use.-;thea. 
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- 4 -

Mr . Jackson: In view of tbe situati on I am 1n on 
thi~ thing with utilities it would put the administr ation where 
they could make that argument strong . · 

Mr . Morgenthau: · It is a good point . 

Yr · Jackson: I don't want to be misunderstood - I 
would like to go up there but I am afraid I am just not the man 
under the circumstances . 

Ur . Morgenthau: I think you are right , Did anybody 
have a Press Conference with Gaston? 

1~ . Oliphant : Camphor prepared a memorandum . He was 
out to my house last night and showed it to me. It does not 
give as good a background as Gaston should have. I think it 
was framed a little different . 

Mr· Morgenthau : The thing to do is to get out publicity. 
That is important . Get the public mind at least so that they will 
be balf way friendly towards us. 

Mr. Helvering : This is 
feel s this thing so.' strongly that 
some of his statements a little . 

no criticism of Campbor but he 
we would have to tone down on 

~ 

Ur· Jackson: I don ' t think Camphor is tbo man to 
present this to the United States Court, although be is a most 
capable and ~ealous man. He would be a good man to sit at the 
elbow of whoever does it . 

!.l,r , ltorgonthau: You will talk to the fellows in your 
office as to who to see in the Attorney General ' s office? 

Ur · Oliphant : Yes . 

Mr. Uorgenthau then asked each man in the room if he 
had anything more and they all answered "no" . 

Regraded Unclassified 



ll:liTUl I'IU:.o:>.> TICKu - Leceabor 19, l9j5 • 

.lfl':-4 YJlJn~M, 
WCMSJO I ) 

. THE GOVERNMENT BQUGHT SILVER EVERY DAY THIS WEEK, --SECRETARY 

MORGENTHAU SAID TODAY IN ANSWERING QUESTIONS ON THE CONTINUED DECLINE 

IN WORLD SILVER PRICES. 

IKE SECRETARY AGAIN REFUSED TO REVEAL DETAILS OF THE SILVER 

PURCHASE PROGIAN, NOR WOULD HE STATE TKl PLACE OF THE TREASURY'S 

BUYING THIS WEEK. 

HE INDICATED, HOWEVER, THAT THE Gb~NT THIS YEAR IS BUYING 

VIRTUALLY ALL OF KtliCO'S 7a,ooo,ooo OUNCE OUTPUT AS WILL AS THE 

ESTIMATED FORTY MILLION OUNCE PRODUCTION THIS tEAR IN THE U.S. 

TilER£ WIRE INTIMATIONS THAT TilE TREASUIT VAS SEEKING TO COIU'JNE . 

MOST OF ITS PUICHASES TO ORIGINAL SILVER PRODUCING COUNTRIES WHERE 

TREASURY BUYING IOULD RECEIVE LESS INTERRUPTION FROM SPECULATORS. 

QUESTIONED AS TO WHETHER OR NOT THE FEDERAL TR~ASURY HAS BEEN A 

stLLii AS WELL AS A BUYER OF SIL¥11 1M THE lfORLD MARUI THE TUASUIY 

SECRETARY SAID •I lfON'T ANSifD,• 

l21lt--lll05A 
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MORGENTHAU SAYS TREASURY SILVER BUYING 

CONTINUES- INDICATES BUYING BEING CONFINED 

TO SILVER PRODUCING COUNTRIES 

WASHN - THE TREASURY HAS PURCHASED SILVER 

EVERY DAY THIS WEEK INCLUDING TODAY SECY 

MORGENTHAU SAID THIS MORNING - HE INDICATED 

SILVER PURCHASES WERE BEING CONFINED TO SILVER 

PRODUCING COUNTRIES SUCH AS MEXICO AND PERU 
• 

IN ORDER TO AVOID S ILVER RELEASED FROM HOARDS 

IN OTHER PARTS OF THE WORLD- THE TREASURY IS 

NO~ BUYING THE ENT IRE MEXICAN PRODUCTION OF 

NEWLY MINEO SILVER HE SAID- ASKED IF HE 

BELIEVED THE DROP IN SILVER PRICES MIGHT HAVE A 

SIMILAR EFFECT ON COMMODITY PRICES HE POINTED 

OUT THAT COMMODITY INDEXES HAVE INCREASED DURING 

THE PAST TEN DAYS WHILE SILVER PRICES HAVE 

DECLINED- THERE IS NO SIGNIFICANCE IN THE FACT 

THAT N Y SET A SILVER PRICE YESTERDAY BEFORE ONE 

WAS ANNOUNCED IN LONDON CONTRARY TO CUSTOM 

BECAUSE THE LONDON PAICE WAS MERELY NOMINAL 

ACCORDING TO TME SECY 

Regraded Unclassified 



-o-~-W&\ 0Ec 18 ~ CA '1- ~ 
THERE I S NO CHANGE IN THE S 1't:."¥ER POSIT I ON IN 

LONDON THIS MORNING BULLION BROKERS HAVING A 

LARGE ACCUMULATION OF CASH SELLING ORDERS WHICH 

ARE BELIEVED TO BE LARGELY IN EXCESS OF 12 000 

DOO OUNCES ALTHO BROKERS REFUSE TO GIVE THE 

EXACT FIGURE- IN ADDITION THERE ARE STILL SOME 

20 000 000 OUNCES OF FORWARD SILVER FOR SALE-
..._ 

BROKERS CAN DO NOTHING BUT AWAIT AMERICA-S 

ACTION-

-o-
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LONDON--A DAILY MAIL DISPATCH FROM BOMBAY SAYS A U, S, BANK HAS 

BEEN BUliN' 1,,00,000 OUNCES OF iiLVER IN BOMBAY DAILY AND THAT WITHIN ---
THE PAST fEW DAYS BUll TON BQOJEA$ Htn OffEQ(D A SIMliAQ AMOU~DIR(CT 

THE 11, S- TREASURY, WHET Hili ANY OF IKE I AlTER . nrrrUNGS VIR( 

ra•r~N OR WHETHER THE TREASURY IS STILL BUYIN' FROM BANKS COULD NOT 81 -
12/ U--N9UA 
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IICNS33 

LONDON--THE WORLD MARKET FOR SILVER CONTINUED TO DECLI~ TODAY, 
BULLION 8ROKERS .FIXIN' A PRICE OF 22 3/16 PENCE AN OUNCE--A DROP OF 

13-16 PENNY FROM YESTERDAY'S QUOTATION AND EQUIVALENT AT CURRENT 
£XCHANg; TO 49,26 CENTS A FJNI AlmliCAN OUNCE. 

~ 

12119--R1120A 
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I.INITbD P~U.:;:; !I(;KJ:.ll - lleceabllr l9, 1935. 148 

ADD SilVER, LONDON (WCNS33) 

THt AMERICAN EQUIVALENT WAS DOWN l,SO CENTS AN OUNCE FROM YISTERDAY' a 

UV£L, 

IT WAS THE FIST TIRE BAR METAL HAD SOLD IN THE LONDON MARKET AT 

THAT PRICE IN MORE THAN A YEAR, 

BULLION BROKERS SAID SAL£$ HAD OCCURRED TODAY AND THAT 6 PER CENT 

OF THt Off£RINC:S WIRE TAKEN, THE BUSlNESS WAS PRORATED APIOIC: SELLERS, 

TODAY'S DECLINE CARRIED THE PRICE DOWN 7 PENCE AN OUNCE · - EQUIVALENI 

TO 1-.38 AMERICAN CENTS FROM THE LEVEL WHICH PREVAILED PRIOR TO 

THE PRESENT CRISIS LESS THAN TWO VItKS AC:O. 

IT ALSO BROUC:HT THE WORLD PRICE BELOW THE LOW POINT OF OFFERINC:S 

IN BOMBAY WHERE DEALINC:S WERE SUSPENDED WHEN NO BUXERS COULD BE FOUMD. 

RINGS IN TKE INDIAN "'Rl£T V£RE "ADE AT AN AMERICAN EQUIVALENT OF 

~9.69 CENTS AN OUNCE~ 

12/19-·R 11-lA 

. .. -
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ADD SILVER, LONDON -
BULLION BROKERS SAID THE U. S, TOOK ONLY 6 PER CENT OF THE -

O£F£RINCS AND tHAl SALIS VERI !!ERATED. THE U, S, DID NOT BUY KEII 

VT !:1T!~n••v AND ON MONDAY AND TUESDAY TOOK UP ~ PER CENT OF THE OFFERINC:S. 

THURSDAY AND FRIDAY OF LAST VIrK TKE AMERICAN TREASURY PURCHASED 

PER CENT OF THE OFFERINGS, 

12/1Sl- - N1208P 
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150 

VCNS111 

BOMBAY--THE SLLVIR MARKET COLLAPSED TODAY, NO BUYERS BEIM' fOUWD -. 
FOR HEAVY O[FERIN'S ALTHOU'H SELLERS VERI VILLIN' TO SILL METAL BELOW 

AN AMERICAN EQUIVALENT Of 50 CENTS AN OUNCE. 

l2/ l51-- NSI32A 
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ADD SILVER, BOMBAY 

NO BUSINESS IN SPOT OR FORWARD METAL WAS TRANSACTED, SELLERS OFFEREu 

AT '0 RUPEES PER HUNDRED TOLAS--EQUIVALENT TO 49,69 AKERICAN 
CENTS AN OUNCE--THE LOWEST SILVER PRICE IN MORE THAN A YEAR, 

PREVIOUSLY BANKS HAD PE~~ED THE PRICE AT AN EQUIVALENT OF ,8,14 

S AN OUNCE FOR ~ENERAL SETTLEMENT OF BUSINESS TRANSACTED ON THE 

IN VIEV OF THE SHARP BREAK HERE AND IN OTHER MARKETS, FEARS AROSE 

REGARDING DIFFICULTIES· WHICH Ml~HT BE ENCOUNTERED WHEN ACTUAL SETTLEMENT 
IS MADE. THE PERIOD FOR THESE CLEARING UP TRANSACTIONS ALREADY HAS 

Regraded Unclassified 



ADD BOMBAY S ILVER MARKET 

BOMBAY -BY UP- NO BUSINESS IN E ITHER SPOT 

OR FORWARD METAL WA S TRANSACTED - SELLERS OFFER-

EO METAL AT 50 RUPEES PER HUNDRED TOLAS THE 

LOWEST SILVER PRICE IN MORE THAN A YEAR 

PREVIOUSLY BANK S HAD P EGGED THE PRICE AT AN 

EO UIVALENT OF 5 8 14 CENTS AN OUNCE FOR GENERAL 

SETTLEMENT OF BUS INESS TRANSACTED ON THE BIG 

BOPBAY BAZAAR 

IN VIEW OF THE SHARP BREAK HERE AND IN 

OTHER MARKET S FE ARS AROSE REGARDING DIFFICULTIES 

WHICH MIGHT BE ENCOUNTERED WH EN ACTUAL SETTLE-

MENT IS MADE - THE PERIOD FOR THESE CLEARING UP 

TR ANSACT IONS ALREADY HAS STARTED 

- o-

LONDON -BY UP- A NEWS DISPATCH FROM BOMBAY 

SAID THAT A UNITED STATES BANK HAD BEEN BUYING 

I 500 000 OUNCES OF SILVER IN BOMBAY DAILY AND 

THAT WITHi tl THE PAST FEW DAYS BULL I ON BROKERS HI 

OFFERED A SIMILAR AMOUNT DI RECT TO THE UNITED 

STATES TREASURY - WHETHER ANY OF THE LATTER 

OFFERINGS WERE TAKKN OR WHETHER TilE TREASURY IS 

STILL BUYING FROM BANKS COULD NOT BE LEARNED 

Regraded Unclassified 



THOMAS WIRES SI LVER SENATORS 
< 

JANUARY 

ON MEETING IN 

\) t. c \ ll if) 
WASHN - SENATOR THOMAS OEM OKLA AFTER A 

CONFERE NCE IN NEW YORK ON WEDNESDAY WITH 

A GROUP OF ECONOM ISTS WITH WHOM HE HAS BEEN 

ASSOC IATED IN THE P AST SENT A TELEGRAM TO 

SILVER SENATORS URGING TH E NECESSITY FOR A CON-

FERENCE EARLY IN JAN TO DISCUSS WHAT CONGRESS 

SHOULD DO WITH RESPECT TO THE -CURRENCY WAR 

OF GREAT BR ITAIN FOR CONTROL OF EXCHANGE 

CURRENCIES AN D WORLD TRADE- THE TELEG RA M WENT -
TO SENAT OR P ITTMAN AMONG OTHERS AS WELL AS 

SECY OF TREASURY MORGENTHA-U 

SENATOR THOMAS STATED THAT HE INTENDS TO 

CALL A CONFERENCE IF THE REACTION TO H IS 

TELEGRAM FOR SUCH A MEETING IS FAVORABLE-- --

153 
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U!IIT'w PRl:.>.> TIC.Kt.R - Lcceaber 20, 19:55. l 54 

MEW YORK--REASSURED BY SECRETARY MORGENTHAU THAT THE U.S. 

ti ~~~,.!!!.!,_!!!;!!!..!,.!!!!!.I~N~IO~S!;IL~VI~R:....!,PU~RC~AS~~-~UT IN fiODUClNIO COIJNT&l(J .Sa 

TRADERS RESUMED PURCHASE OF SILVER SHARES ON THE 

K EXCHANGE TODAY. 

SlLYERS RECORDED IOAINS RANIOING TO MQBE THAN 2 POINTS• 

AROUND NOOH PRICES WERE FRACTIONALLY HIIOHEB IN A LONG: LIST OF ISSUES. 

12/19--Rl U3A 
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DEC 20 1935 
LONDON SILVER MARKET 

LONDON - IT IS OFFIC I ALLY ANNOUNCED THAT THE 

LONDON SILVER MARKET W(LL BE CLOSED TOMORROW-

Regraded Unclassified 



LOll J~ TICD.k - Dec:ellbcr 20, l9S5. 

LONDON S t LVER MARt<ET S TO BE Cl OSFQ s + Tuppa '(S 

~ UN~IL FURTHER NOTICE- ,QICJ1i 

"- LONDON- BULL I ON BROKERS STATE THAT THE LONDON -
SILVER MARKET WI LL 

FURTHER NOTICE-

BE CLOSED ~TURDAYS UNTIL 
't6J 0 g ,., 

J]q 
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LONDON SILVER I, ()V 
OF S I LVE~ IN 

-LONDON - SALES 

WERE PRORATED OH THE A BAS I S OF 8 PC OF OFFERING 

Regraded Unclassified 



DOl JOIIL:; TIClli\ - Iiec:Mber 20, 111:16 • 

-LONDON SILVER MARKET;;;, 2~ 

LONDON- UNOFFICIAL QUOTATIONS FOR SPOT AND~ 
EC '2.0 \q~';) 

MOS FORWARD SILVER ON THE LONDON MEPAL MARKET 

AFTER THE CLOSE WERE NOMINAL-

158 
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tlilTt.D i'llk...:> TICKER - Leceaber 20, 1935. 159 

SILVER IMPORTS FOI THE VEEX ENDIN' DIC. 13 SHOVED AN JNCIIASI 

PIJCES ON TNI LONDON SJLVEI 
, THE D~PAR!MJNI pr COMMERCE REPORTS. 

ta/ao--uos'A 
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LONDON SILVER MARKET 

-coRRECT I ON-

LONDON - THERE WERE 8 000 000 OUNCES 0~ CASH 

SILVER O~FEREO IN THE SILVER MARKET HERE TOOAY 

AND NOT 80 000 000 OUNCES AS PREVIOUSLY PRINTEO-

160 
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1111 JOO.S ncua - Dec811ber 20, 111&6. 

SILVER IMPORTS UP F~M PREV IOUS WEEK 
'(),/5 

IMPO TS FOR WEEK ENDED DEC WASHN - SILVER 

13 WE RE 13 761 345 DLS COMPARED WITH 10 250 93 ! 

OLS IN THE WEEK ENDED DEC 6 DEPT OF COMMERCE 

REPORT ED-

S ILVER EXPORTS FOR WEEK ENDED DEC 13 WERE 

240 477 DLS COMPARED WITH I I I 291 DLS IN PREV-

IOUS WEEK WHILE NO GOLD WAS EXPORTED WEEK 

DEC 13 COMPARED WITH 87 071 DLS IN PRECEDING 

WEEK-
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UNIT!:.D PH!&> Tit.W< - Decoaber 20, 1935. 

J.62 

VCNS9 
AMERICAN SILVER SPECULATORS AND DEALERS WERE REVEALED TODAY TO 

KA~OFITED NEARLY $31 0001~ OVIR THE PAST 18 "ONTHS. 

SINCE JUNE, 1934, WHEN THE FEDERAL GOVERN"ENT BEGAN ITS SECRET 

SILVER PURCHASES IN DOMESTIC AND WORLD MARKETS, THE TREASURY REVEALED 

THE GOVERNMENT HAD COLLECTED S1,43,1 587 IN TAXES ON PROFITS OF PRIVATI 

SILVER TRANSACTIONS. THE TAX IS 50 PER CET OF THE PROFIT, INDICATING 

THAT REPORTED PROFITS VERt NEARLY $31 0001 000. 

12/2Q--RI-'2A 
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UNIThD PRESs TICELH - December zg, 1935. 
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WI:NSJ6 

ADD SILVER 

THE DEPARTMENT'S WEEKLY 'OLD AND SILVER STATE~NT SHOWED THAT 

513 ,761,3~5 WORTH OF SILVER WAS IMPORTED FOR THE WEEK OF DEC, 13 AS 

FOR THE VIEK ENDlN' NOV, 2,, 

SILVER EXPORTS LAST WEEK OF 12-0,-771 WERE MORE THAN DOUBLE THE 

PREV l OUS VEEK, 

GOLD IMPORTS FOR THE WEEK ENDING DEC, 13 AMOUNTED TO 1501 3761 6'0 

CONTRASTED WITH 1121,-~,7'5 FOR !HI PREVIOUS WEEK. THERE WERE MO 

SILVER EXPORTS, 

12/2G-•R IO~A 
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DEPARTMENT OF STATE 

WASHINGTON 

In reply rater to 
n 893.15115/929 December ?0, 1935 

The Secretary or State preeente hie oomplimente to 

the Honorable the Seoretary ot the Treasury and, with 

reterenoe to pre~ioua oorreapondenoe 1n resard to the 

etreota on China ot the ail~er polioy or the uaited 

States, enoloaee, tor the 1ntormation ot the Seoretary 

or the Treasury, a oopy ot deepatoh lfo. 287 under date 

lfOTember 9, 1935, with ita eno1oeuree, troa the !aerioan 

Minister at Bangkok, Siaa. 

Enoloaure: 
Froa Legation Bangkok, 
lfo. 887, Ho~ember 9, 1935, 
with enoloeurea. 
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................ 
'!'be 8&JI&kolt ~be a, 

'l'hv ... 7, :I:Le\ Ootohr, 111:1:1. 

Till SILDR POLICJ 

4 80AUl aco Ulo war aeero wu oaua1Ja& a tllp\ troa 

111.ropeaa nrreaot .. l.D\o 4ollan. Ill \lla two -b 

n41a& 011 S.ptabor 2la\ Fruoa MD\ J. ' ' a11lloaa to 

... Torlt; Bo1laa4, J. 8,ll60,000; U4 Oroa\ Br1ta1D, DOU17 

J. 6 allllou. Ill \Ilia OO.IlllaO\lca 1\ M7 be 110\H \M\ 

Kr. Berber\ Bra\\or, \be .t.aerlaaD all~r azper\, 4ao1araa 

\bet \ha oal7 4atelloa of hla aoUD\r7'• all~r polloy 1a 

\Mt tM p1li'CillaHa of allnr 4o t•4 to oOUDta.rao\ 

a11417 \be po\a11tlal attea\a ot the larse llltl uz ot 
col4 111to tho Ua1ta4 S\a\aa. 'l'ha7 ltHp out a portloll 

or tha col4 tllat alpt otharwiae flow l.D. Mr. BraUer 

la tho expert Who Ylal\e4 the far laat la 1~4 oa behalf 

or the t1D1 te4 Stahe 'l'reaaiU')' to au~7 tlllaAolal ooii-

41Uou 1D Clllaa, lapaa u4 Ule Phlllpplaaa. Ba baa 

aow latt tha Oonr-Dt aeM'lH, u4 111 the Waabiactoa 

POST lae baa -4e a alaalal.D& ettaolt 011 \be alhor polloy 

or Ule p.ra-t Oo~r.a•t. 

Bo ucuea \bet opaalaa .t.aerlou alate \ o tlae tree 

ootuce ot torelp ail~r U 16 1/ 8 oaa\a (It ll/lH.) 

aa OllllOe "la al.apl7 oUT)'iDC ODe atop t'llrtller tha dol­

lar 4epreo1aUna Maaurea •blob be~ talle4 to raa\on 

proaparH7, &114 \be tull llltlaUODU'J' eftao\a ot llb1oh 

ha~ aUll to be laeltt. • tllU po111t 1a ot alaor 

l.Dtaraat to tile -Jorl\7 ot people 11ara1 but he 4o .. 

alala ov.r aUeaUCIIl aea he aaaerU \bet oal7 \be 

-llaat •oUDta ot allnr oc.. troa Ule ooUDtriea oa 

a col4 atu4ar4. CODtrar:r to Ula purpoaea of the 31l~r 

.t.ot of 11:14, 110at of \lla all~r puebaH4 liJ \he Aaar1ou 

'l'raUVT •-a troa Clallla AD4 Boackoaa, IIbera Ua loaa 

oauoaa "pa1atul 4et laUoa. • .t.ll the - \b.e all~r bloo 

111 conanaa 1e eY14ea\lJ a\rona eaoach to ltaap the 

'l'ra••rr bQ7iDc· ~re laaa baeD ao earioua augeaUoa of 

abaa4oa!DC Ula poll•7· 

It la worth a ot!DC, howaYar, tile\ aoeor41DC to aa.a 

rapor\a \ha all~r per\7 baa aow apl.U 111\o Ulna croapa, 

aa4 t.ha\ Ule UDl\M troa\ baa 41aappaara4. Ia nJ1por\ 

ot \ha\ a\a\aau\ " raa4 tlla\ tile \ ollaooo 1Dtaraa\a 111 

.oWarloa han ocae \ o Ule oo11o1u1oa \ha\ \MJ aa4a a 

ala\aka 111 a~apporU~~g \lla propoMata of \lae allnr lecl•­

la\lca 111 \belr auoaaatl&l aftoru to rull ~· aa .. taaa\a 

\U'oa&la Coacraaa. .&.a Ule exparU oa \hla alta of t he 

Patlth ucuea troa Ule nr7 -••-•'• uor •ll••r 

1a te\rbea\al \o tre4e wl \II Cblea. ~ha Aaar1oaa l'Olh7 

laaa cna\ 4HplJ l.D\o \lae \ollacoo aole• to Ula\ eOQII\rf• 

'l'ha\ ot oourH na l .url tabla. I11 the tlra\ half ot \lila 

rear \bare waa a \apaUoa 1D Clliu • a export \ra4a, aDA 

tharafora 11Qor\a ooul4 ao\ be 4olaa raallJ .. u. .t.a \lle 

pol1e7 1a haratul t o tra4e, 1t _ _. 111 \114 a11d be ot 

toub~!ul 
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ftB t:mlat.CY P~. 

Cldaa •• Ulfta to to _,Ill .. allot&' bar ear­
HII07• .A. -• 'Mtore ooUoa •• Mk• \be llallD bo\ll 
1D SlaaQI!bal u4 BoackCIII& wua retulac w 41110\e toJO­
•n ratoo. ~. u:ollaaea •ft1u or \be 4oll.or n.o tall lac 
Mrloua17. !hoD - tba allooUD& of no Preaior u4 
\be ruD oa tho BaDito. •ukiD& tberaforo put out o 
COIQI'e!aaaal" o._ aabraoi.Jia "tlauolol u4 'llu4&o\ar7 
rooraaaloaUoa, wrrua7 t'ofor., \be o\e'llll1a.a\1oa aa4 
aaUoaallsaUoa ot ollftr, a.4 \be oo\o'lllbiiMat of u 
1a4opoll4•\ -tral 8oJIJt ba't'lD& oolo ocaUol or \be aok 
l .. uo.• 'l'llat IIOUU all 1'1&11' 0 'IIU OY81'7\ll1DC -t 4opo .. 
ca llo• 1' 1o worlte4 011\ . .looor41JI& t o - .. ..._. \be 
Chi.DoH avroa o7 lo aow to 'M llalto4 wUIII okrliJI&; "' 
'lila' will bapp• lo oUll o 'lilt uoor\8111, aa4 uat oppU .. 
to o wi4or tlol4 \llu our .,ar &a•'· lftD 'hi• -\ll oao 
.A.Mrlau S.Da\or, oa Ilia ft7 'o llaailo, oaprooM4 o ooa­
t14aat oplaloD \bat \be prloo of ollYOr wou14 rloo to 
t1.ae p er o1111oo. But o'llou' \be •- U• uotbar oapor' 
1D ... Torlt, DOt ltaowiD& \hot Chlaa RO OD \be polat of 
aolq ott ollYOr, .. 14 that tllat ooutr7 woal4 oYODta-
oll7 &Ot 'llaolt all 'ho oUYOr t llot tho 11D1W4 Skteo ba4 
'IIOQ&ht, aa4 \be' " \llo7 woa't baYO to pa7 o'llon U ooah 
aa ouaao for it.• 

'l'lla root 1o Clllu ooul4 Dot ulDklD llor ol4 a llnr 
o'aa4ar4 1114oflal,ol7 .a11o .._rloo .. 1D\alao4 her 
prooaat oU.nr pollo7. ~allac _, oa ooaUauoU17L. 
aa4 with tbat lt1D4 or torolp llol41 .. u - wrrUorlal r1&JI'• 
U oolll4 Det 'lie olloolto4. lopaa toolo o 'Ill t apoot 'lloooaoo 
ollo woo DOt ooaolllk4, aa4 pooo1'1117 'llooouM U 1o DOt 
!'I'OJIO ... to l1Dk tllo :ruaa wltll tbo :r-D• Woll, oao oaDDot 
help tbiDitlD& U 111Dill4 llaYO MOD wlHI' lt both l uropa aa4 
lopaa lla4 'llooD ocawlto4· lllloll will 4opaD4 Oil tho poUo7 
of \llo torelp Baalta . lx-wrrUorlal rlpto •- lata 
plo7 ap.l.a; •• " taao7 U wou14 haft 'llooD 'MUar if tile 
-.pport of tM BoDko ho4 'llooD MOuro4 'llotorollaa4. SUll 
'lle tahro ot tlllo BaU:o 1D Cldaa 4opoD4& oa tile proaporU7 
of \llld .... tl'7, oa4 tllo7 will DO 4oa'll\ 4o wbat tllo7 ou 
t o Jlo lp. 

'l'lla .. -kaooo of tho Sboa&llol aa4 BoD&koDc 4oll aro •• 
aoulag alona la Loa4oa 'llllllklD& olroleo 'llotoro ClliDO toolt 
ootlaa. !lllroo aoatllo a s o .Tao. 100 woo worth ae S/8 Boas­
toac 4ollaro, ,.... u.. a-.nac ti&Mro baa DOW o1-po4 '• 
111 1/8. ID tllo oaao '1M tile YOl• of Uo CloiJIO or 
SlloD&Ilol dollar toll troa l o. ti4. '• l o. aj4 •; aa4 U 1o 
•' \be lo'kr tlauro Clllaa llopao ' o ok'lllll... I YOD 1t 
alllo oaa-u, u 1o u acl7 &rop tor B-altoac lf 1t 110• 'o 
.. 'o u.- lonl; DD4 ldtllono \W \MOr7 IIU .._ \Mt 
S.V"'& aa4 Cll1aa llan tllo - ovr•07 'lloalo· I\ _. 
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Chinese ~baasador 

H. K.J'r.: Could you talk to 111e over the 
Sno-J:e 
Sze: Yea, yes, I -

home a bout this smuggling. 

I!.M.Jr.: Yes 

6: Well, I 

B. lo!. Jr . : Yes 

December 20, 1935. 
J"riday 

phone or - ? 

asked 111e to cable 

as follows : 

S: Smuggling by Japanese definitely decreased 

B.lol. lr.: Tee 

S: I think l apaneee authority more definite than 
about December first. 

B. W.Jr. : Yes 

S: Formerly several hundred Japanese smugglers frequently 
arrived Shanghai single vessel 

I! . M.Jr .: Yes 

8 : Now 

B. M.Jr .: Yes 

8: Japanese authorities lending all cooperation 

B. M. lr.: Tee 

S: although confidentially it appeared absent or aQJ new 
lapenese Counselor Otticial, Often OnlY half hearted and 
IIPIL811lOdio 

B. l4. J r .: I see. 

S: That authority keeps silver thieves rrom smuggling -

B. !A.lr .: Yea 

8: r or penalty we 

B. M.lr.: Yee 

8: - losing premitDs they pay ror sn..-er. 
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B. 'J . lr.: Yes 

S: So, in other words, you see, the ChiDese Governmeat law 
1a just the same - to see whether they succeeded in 
amuggl108 arms or not -

H.M.lr .: \Vall , it' s but it ' s it's less 

6: It ' s l ess , you see. 

H. !A.lr.: Yes 

S : But s o tar , the - obviously phy91cal real! ties 
very tew Chinese arrest lepanese smugglers. 

H. IA.lr.: I see 

S : We cannot trace direct connection between two smuggl11J8 
situations and change commercial buying policies. 

H. &l.lr.: Yes 

S: Because t he cball8e . i n polici es would just take place -

H. M.Jr .: I see 

5: Chinese Governments prot.ects infrequently against 
smuggling 

H. l.I. Jr.: Yes 

5: Butno specific protest about silver alone. 

H.loi. Jr•: Yes 

5: Because they ' l l be carrying on muggling on slllc and 
all kiDds ot sil.k and sugar 

R.M. Jr.: Yes 

S: - a nd ell kinde ot s tutt -

H. IA. Jr.: Yea 

S: used to be a large groUp ot 1 apaneee who 1118de a 
specialty ot smUflgling trom l apan into China. 

H. L!.lr.: Yes 

S: Then I got another wire - it said thgt - 'Please euure 
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the Secretary ot the Treasury - • 

B. M.J'r .: Yoa 

8: - 'that I ' m trying to do according to his Wishes and I'll sUut 
shipping this silver - • 

H. M.J'r.: Yea 

S: Washington t oday'. 

H.M.J'r.: That ' s right 

S: There ' ll be twelve million ou.ncea 

B.M. J'r.: That ' s right 

8: - incl udillg two - balance troat the l est sale . 

B.~I. J'r .: That • s right 

S: And he sai d , 'I'm also t rying to s hip 

H. l!.J'r .: Yea 

8: - the request I made through •­
you see? 

H.M.Jr.: Yes 

8: 

H.M.J'r .: His what? 

S: I say, at his apprehension 

H. W.J'r.: Oh-

he made through Buck, 

8: Because he thought more than either "'X1 be 
temporarily expedient t o postpone -

H. M.J'r.: Oh-

S: , he said, account ot my five wires to 
h im in matters 

B. M. J'r .: Yes 

S: So he thought he made - he definitely made it. 
And or course he baa every Wish, you see , to tultill the 
contract and be ap preciates all the help you ~ve g1ven 
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i! .IJI.Jr .: F1ne 

S: So he hopes that thle explanat1on w1ll be eatlafactory 
t o you. 

H.U.Jr.: Surely 

S: .ill rlght - now you' re going o.wa:~ toda:~? 

H.U.Jr .: I ' m going away and I'll be up on the r a.rn tor a week. 

s: When will you be baok? 

H.U.Jr.: I'll be back a week trom tomorrow. 

S: A week from tooorrow? I called you 
Conterence they gave yesterday. 

Preee 

!!.IJI.Jr.: Yea 

S: I wondered 1! you could tell me &n7tblng about the con­
terence you were to call, - ? 

H.J.!.Jr . : No no I wee mi squoted. 

S: You were misquoted? 

H. U.Jr. : No conference has been called. 

s: But w1ll be called? 

H.U.Jr.: No, I d1dn 1 t say that. 

s: You didn't sey that at all? 

H.loi.Jr.: No 

s: Because 1f 1t 1e going to be so - I ' d ll&e to cocmunl­
cate, you know, at hoce 

H.ll.Jr. 1 No that that wee W%'0118 · 

S: Llkely be called? 

H. U.Jr. : I oan 't say, Ur. Ambaseador. 

S : Yea 

H.U.Jr. : But I dld not say t hat a t my Preee Conference. 

S: You dldn' t eay that? 
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H.ll.Jr.: No, &lr 

s: !low I wonder - if later when yo a come back - 1t yo a 
can toll me anythlne;? 

H.~.Jr.: Well, let's see ~hen I get back. 

S: Of col.ll'se, if yoa're co1nc to call one, I thought 
you sse -

H.ll.Jr. : Oh, if I ' m going to cnll one I ' d get in touoh with you 
right ar.SJ. 

S: See lf you could get ce earlier becaaee then - you eee, 
if you'd have a conference I' d l ike to have a good man 
come, you see? 

H.U.Jr. : Well, I - - I 
there ' s any idea 
yoa at once. 

I •as entirely misquoted. And if 
of a conference I 111 get in touch with 

S: Yee, thank you. 

H.U.Jr.: At once 

S: Yea, thank you 
oome 

because I'd like to get a good man 

H. U.Jr.: Well I yes 

9: they ' re not used t o 1t, you aee? 

H.U.Jr.: Well 

S: !hat's alcoet the situation right now. 

H. U.Jr.: Kr. Aobasaador, I wae c i e,uoted­
present on foot for a conference. 

S: I see thank you. 

H.U.Jr.: There ' s no plan. 

there's no plan at 

9: Yea, but is it true that you are buylne now from 
Uexioo and Cuba? 

H.U.Jr.: I can't I can't do All this over the phone , Yr. 
Am bas aador, I'm sorry. 

s: I see - All right, air, I 111 aee yo a when you come back, 
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mAY I? 

H. K. J'r.: I hope so. 

S: All right 

R. M. J'r.: I hope you have a very pleaee.nt Christmaa. 

S: Thank you, same to you. 

H. M. J'r.: Thank you, v ery muoh, - Goodbye 
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6/J. 

T~iUINATUIO 'nl& NATIIl:IAL Rt:COV~R:I AJ:.tiNI&TIIJ.TION AND TRAHSFEaiUNG 

CPRTAIN ACUICIFS AND fUNCTIONS TNk.REOf TO Til!. DLPAilT'tllll'S OF CO.flk.ftC!. 

AND LAilOR 

By virtue oi' and pursuant to th~ outhorl t.y voet..nd in mo by 
Title I of til< llat1on4l Industrial ftecov• ry Act (48 StAt . 195). as 
am~ndod by Senate Join~ Resolution llS, approved JunQ 14, l9:S, it ts 
hereby ordered o.s follo,..s: 

l. 'l'he National Recovtry Adainiatratlon and tbo office of 
Ad>1n1atrator t.her.of are bei'EI>7 torainat«! . 

2. The Dirlaiou of Rurlew, tbe Dhiaton of Buaia;-sa Coopttra­
tton. and the Adviaot"7 Council, aa eonst.U.utAd by !Xecut.ive Or!ier No. 
7075 or JtJna 15, 1955, togetller ritll all o! tlloir office:-. ODd (!'2j)loyeu, 
files, records, oqu.i?UCJlt, and ,;n"'~rty ot e•ery ldncl, art ber~y trans­
ferred to the Do.,artoent of Cor.a::aerc-e. The Sectvt.ary of C0"1'l.ercc is 
authori aed and diroct.ed, under t.h.o aener3l directlon of Uta Preddent, 
t.o !.lppoint., e:aploy, discharge, and !tx t.h" CO':IponaatJon end de.tin~ t.he 
dutioa and direct the conduct of sll ofCicera nnd cr.aploycea en.&&god tn 
tllo ed.o1n1strat1on of tile agonc1es trnnotern.d by tllie Order to tile 
Dep"'rtncnt of Co'll:neree, to exe:rc:i8? end ;t()rfoM in Cl)nnoction with the 
~old ngcmclos tho fi.Dlct1ons and duties nor· oxerciaed o.nd. pa['forc~ , or 
Aut.hor1.zod to bo ex~Jrcised and pcr!'om~d, bt tho :Jat.ion.~.t Recovr ry Ad.minis .. 
tration , t;.o rtJport tn the Presi<.l:ent on all 3'\tt.cra rob.t1.nu thoreto, 
:.nd t.o tcrointlt"J tho f\mctions t:md dutiOII o£ the laid ~_nciC5 not l!lter 
IJlan April 1, 19'16 . 

~. The Conamors' Divielon, c:st.abUahcd rithin t.he- N«tt.lonal 
ft.ecove ry AdaintatratJon by ~ee\oUve Order Uo . n20 of Jul.¥ ~0, 19~5, 
togot.h,r rl.tb all ot ita offieer.::s tr.nd n-;>loyrea, rtlo:~, re:c:ord::, ~ulp-. 
"tOnt., 3nd property of ev~ry kind, are h!rtb!' t.r:.na forred to the Depart..... 
xnt of Labor . 'ftlo Sc:crct&l"'J ot Lobo:- 1a outhorl•ed ..ad dlrect.N, 1.mder 
the conf"rtl. d1rect.1~ ot the Pt-<.atdent., to -...oint., .... toy , disc!Urge, 
and fix tho Ce>.-"'~S4t.lon and de.tlno t."l~ duttoe ,:,.nd cUrt.c:t the. c:ond\ict 
or u.U otttc:ers end c:aalloyee:. as r.tay be cnt""'ed in t.hr tw:h1n1st.rat1oa 
or the .aa.id Con3t.D':!r!:' Division, to exe:-ctse nd ,c:r t".>n in eonnc.ction 
l"it.h 1Md Cone\Dora• atvision t..~o tmctiona ttnd Out:.i"~J no'"' uxerct.Ged 
c.nd pertomocl, or e.uthor lt.ed to be cxerc1ae<l ...nd 9t;tfo,..,ed, by the 
National RC!cov•1ry Acbinistration , and to re;')Or~ to th• Prcaic!ent un all 
~~~&ttcra rolatin£ tllereto . 

4 . Ho p<IJroon transt9 r r"t'd by thia Order fthall by a ueh tranefor 
ncquiro • civil service status . Any nw appo1nt.:tonta under this Order 
no.y be mAde , ... thout. regard to the Civil Sorvice Rulol nnd "cgulations. 

S. All Orders .:.nd Roa:ulo.tlona hor,Wtorr ieaued conec:"l\lng 
the ada1n1atrat1on of Tiili I of tho Nat ional tntlW!t.rial Recov~cy Act .. , 
u a a od.,d:, are h81"<bJ •od:U''1:1td to the txt.e:at ntceaaary t.o :Y.ko this 
Order tull7 ott~tivo . 

6. This Ord£r &hAll beeo.,. ~tr•ctJvo on JanWU'J 1 , 1956. 

til?: IlliTE HOUSE 

Doceober 21 , 1Jl5. 
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DOlo .JOII!S tiCDa - DcoNber 21, 1m. 

HANDY HA~MAN OUOT£ ON S I LVER WILL NOT BE MADE 

TODAY-

NO FOREIGN 0UOTATION ON SILVER WILL BE MADE 

TODAY-
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AMN BANKS BUY CHINESE SILVER 

SHANGHAI - BY U P- A SPOKESMAN 

CENTRAL BANK SAID TODAY THAT THE GOVT HAD SOLO 

SILVER AN D GOLD TO THE NATL CITY AND CHASE NATL 

BANKS OF NY IN ORDER TO PROVIDE ADDITIONAL 

EXCH ANGE STAB ILIZATION RESERVES-

-- THE SPOKESMAN DECLINED TO NAMr THE j TE 

AMOUNT SOLO - USUALLY RELIABLE SOURCES ESTIMATED 

I 
IT AS IN EXCESS OF 15 000 000 YUAN 

INFORMED OPINION WAS THAT THE SILVER WAS 

SOLO TO THE UNITED STATES GOVERNMENT THROUGH 

THE BANKS 

-o-

TOKYO -BY U P- THE SHANGHAI CORRESPONDENT 

OF THE NEWSPAPER ASAHI CABLED THAT THE PRESIDENT 

LINCOLN SAILING FOR THE UNITED STATES WOULD 

CARRY SILVER VALUED AT 10 000 000 YUAN - THE 

CORRESPONDENT SAID IT WAS RU~OREO THAT THE U S 
-............. 

WAS PURCHAS ING 100 000 000 YUAN MORE -THERE 

WERE REPORTS THE CORRESPONDENT SAID THAT THE 

CHINESE GOVERNMENT WAS FINDING ITS NEW MONETARY 

I 

POLICY MOST DIFFICU T AND THERE WERE DIFFERENCE~ 

~S TO POLICY 
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TOKYO--THE SHAN,HAI CORRESPONDENT OF THE NEVSPAPER ASAHI CAILID 

THAT THE P~ESIDENT LINCOLN, SAILIN' TODAY FOR TKE U,S,, WOULD 

Y SILVER VALUED AT 101 0001 000 YUAN (IJ 1 0001 000>, THE COIIiSPONDIIT 

RU"ORED THAT THE U,S, WAS PURCHASIN' 100
1
000

1
000 YUAN 

• 
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WCNS17 

SK~GHAI--A SPOKIS"AN FOR THE CENTRAL BANK SAID TODAY THAT TH 

COVERNKENT HAD SOLD SILVER AND GOLD TO THE NATIONAL CITY AND CHASE 

NATIONAL BANKS OF NEV YORK IN ORDER TO PROVIDE ADDITIONAL EICNANGE 

STABILI~TION RESERVES, 

THt SPOKES"AN DECLINED TO NAME THE AMOUNT SOLD, USUALLY RELIABLE 

SOURCES ISTI"ATED IT AS IN EXCESS OF 151 0001 000 YUAN ca.,5001 000), 

12/21--R,OJA 
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December 21st 

I am goiDg to try and dictate some of my ideas that 
have been developing in my ll.ind duriDg the last couple of months 
in regard to unemployment proble•s and financing of the same. 

I have had a t least six meetings with the President 
~t which Ickes and Hopkins were present. At these meetings Ickes 
pr actically never opened his mouth and Hopkins kept talkiDg in 
terms of employing the people on relief rolls. At the first 
meeting the President was t al king of a five :year program starting 
a t five billion dollars and tapering it orr - the total program 
equalling 15 b1lU.on dollars . During the series or these meetings 
Hopkins and Ickes were supposed to bring in projects which I should 
take and tell the President whether or not I can finance the 
program. The suggestions of these two men were so fantastic and 
sketchy that I suggested having Admiral Peoples and his men analyze 
the projects which Hopkins and Ickes either had done or were about 
to do, particularly to see what percentage of money allocated would 
be spent on direct labor on the job. Ickes' housing projects for 
Atlanta and Boston showed 2~ of direct l abor. Hopkins' ~aried 
from 30 to 4~. Neither of these men's projects came up to the 
qualification of real low cost housing in city and countr:y . The 
only project which I developed for the President which would come 
up to the qualificati ons would be the Tr ansconti.nental Highway. 

To sum up the position which the President bas taken 
as I under stand it and through considerable guidance on 111 part 
is : 

1 . 

2 . 

3. 

4 . 

5. 

That 1n the future we should discontinue direct 
relief and have only work relief . 

That all work relief projects must take the men 
off the relief roll; that they must pay them a 
securit:y wage of about $50 a month. 

That be will ask for 5 bilUon dollars but will 
say that he Will not spend it all 1f pr!"Tate 
employment increases . 

That the projects must be of such a nature that 
they do not compete with private capital. 

That the projects •ust be allocated so that the7 
can take care of the relief loads where the:y are 
the heaviest. 

J 
li 
I• 
' ' 

•I 
i , . 
• 
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6. That half' of the projects should be sell-liquidati~ with 
a 1~ prospect of getting the money back. 

7. That excess appropriati ons of Ar=7 and Navy due to possible 
war should come out of these projects . 

e. That he is ready to balance the budget on the r egular 
expenditures. 

9. That he is not ai'raid that by the government fixing a low 
wage that that will be the standard wage far communities 
because he feels that as employment increases wages will 
go up. 

The President has set so IIIIUl;f requtre11ents around these 
projects that I do not believe they can ever spend the money under 
the conditi ons laid down by him. What I am going to propose to 
him on t he 26th is the following: 

1. That we take all of the money from all sources that can be 
used for Public Works in one form or another and put it into 
a new pool from which Hopkins ca.n get his money from the 15th 
of February on (his funds will be exhausted at that time) 
and also that we ca n immedia tely start new projects on the 
new basis which the President will set up. 

Uy object in doing t hat is the following: Bell tells me 
that he thinks our deficit for this fiscal year will be around 
3 billion dollars. I want to increase the deficit to 4 billion 
and then for the year beginning July 11 1935 have the President 
ask for 3 billion 9 . I think this is of tre11endous illportance 
as I believe the financial Co!DIIIunity will be satisfied 1f the7 
can see that beg1nll1ng July 1, 1935 we have passed the peak of 
our expenditures .- I have not said a word to the President about 
this as I feel I want to save all of 1117 ammunition f dr the last 
minute as =7 chances for success are greater this way. 

I am also going to suggest to him the complete 
unscr&lllbling or the alphabet organizations. I feel that we 
are ver7 vulne.r able and that if each of these organizations 
would get their money directly from the Treasury via the Director 
of the Budget instead of getting it f'rom three or four sources 
it would be much more econolllical and businesslike and the country 
will have more confidence in the Administrati on. Ky big f'ight i s 
going to be to keep expenditures tor the next f i scal tear to a 
SUIII which will be less than the expenditures of this fiscal year. 
If I can accomplish this, any fears that I aay have as to inflation 
and the printing of paper currency will be put to the background 
for keeps but if we keep on spending more 11oney each year I greatly 
question if we can keep Congress rrom forcing us into the printing 
of paper aoney with which to pay the deficit. 
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On three different occasions I told the President emphatically that he would not get a complete work prograa until he decided who was going to run the show, and be equally emphati­cally told me that he was going to get a program first and then decide who was going to run the show. I am sorry to say that up to date I have been right. If the President a month ago would have designated one person and told him to develop a program we would have bad one by now. Instead of that Hopkins and Ickes have been eonstantly Jockeying for the place and have held back aDd have not given the President the best that they have in them. It seems almost tragic to think that the fate of the unemployed i n America i s waiting to be decided and these two men both seeking power can hold up this wbole program. Certainly, beginning with the 26th of December I am facing a great crisis and unfortunately there is no one i n the President's Administration that I can go to for assistance - so the whole thing boils down as to a battle of wits between the President and myself and I hope that the outcome will be the best for all concerned . 

Regraded Unclassified 



1tbe 11lnh?mt~ of ctbicaoo 
ec.n.nt 0( "<MOMkl 

Deo...,er 23, 1955 

Secretal")' Henry J. llcrgenthau, Jr. 
T'c-easury Department 
WaohiDgtoD , D.c. 

In connection with the otatemer1t I made during our 
telephone ccaT&reati on Saturday eYening laat,rel ating to the 
enforc-nt or Section 303 of the Tar itt .Act , I would like to 
bring to your a t tention instruction number 8 on forma nuabere 
138 and 139 of the Customs Bureau (conaular inTOioee) . !hie 
requiru that t here be giTen in the inTOioe information ae to 
"All rebatea, drawbaou, &nd bounti .. , eeparately it.oiaed, 
allowed upon the exportation of the • erohandiae . • Since the 
probl- in oonneoticn with Genan !.porta i a how to deter ­
.dne the amouote of eeoret eubeidiee, instructi on number 8 
aeema to meet the aituati on , a s o01111110ditiea would not be 
properly docu.ented tor cle&rance through ouetome unleea in­
etruction number 8 were carried out by the exporter. It 
might be worth while to inquire whether the cuatome authori ­
ties are enforcing thie requirement. 

May I aleo point out that thie instructi on does not 
clearly enough coYer the definition of eubeidiea and bountiee 
in Section 303 of the Taritt Act, and should be r ephraaed ao 
as to make it clear that rebates, dra .. l>aoka, and bolmtiee re­
c eiTed from cartela or other non-official bodies &re to be 
listed as well as official subaidiea . 

The invoice would be more satisfactory for purposea 
of cuatolllS administrat ion it there nre a s pecific pl&ce on i t 
where the exporhr • • required to state what reba tea, eto •, 
he had received or expreaaly to declare that he had received 
none. With the preaent fora he can eiaply tail to carry out 
inatruotiOD nuaber 8 without it appearing clearly in the docu­
ment that he had ip~or-.1 it. 
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December 23,1935 

London offered us today 8,100,000 ounces of silver 
at 47.70 centa per ounce. The prlce on Friday was 48.25. 
We are going to take 1 , 000,000 ounces, but we wlll only 
o!ter t hem 47.25, or one cent lees than Friday 's price, 
the ldea being t hnt we will continue to drop the price in 
London until some other buyer appears. In Boobay the 
nominal price is 52.50 cents. The lnterlor of India is 
buying si lver in Bombay. Uexico offered us 1,000,000 
ounces and we wlll only take 500, 000, because we want to 
keep them anxlous until t heir Secretary of the Treasury 
arrives . 1'/e wlll take this silver at 51 cents, the same 
as the Hew York price. In Hew York v1e are dropping the 
prlce to 51 cents , which is one cent do1-m from Frl<'lay. 
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LO NOCN - SALES IN THE SILVER MARKET W~~~ 
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DEC 23 1935 
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LONOON SILVER MARKET 

LONDON - THE PERCENTAGE 0~ SILVER SALES 

AGAINST O~~ERINGS TODAY WAS NOT AVAILABLE- THE 

O~~TAKE WAS SLIGHTLY BETTER 
I v '">-) .) 

196 
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UtiiThD PIU& TICK.hk - December 24, 1935. 

197 

THE FEDERAL TREASURY PAID AN AVERAGE OF ~7 CENTS AN OUNCE TOR THI 

NEARLY 77~10001 000 OUNCES OF SILVER ~CQUIRED UNDER THE ROOSEVELT 

ADMINISTRATION, OFFICIAL TREASURY FIGURES SHOW, 

THE COST OF THE 7~1,77,, 000 OUNCES OF THE ~TAL PURC HASED UP TO 

DEC£HBER 6 WAS SIT AT $-38,6~8, •• 2. THIS METAL IS BEING WRITTEN UP 

ON THE TREASURY BOOKS TO $1.2~ PER OUNCE, OR TO A TOTAL OF $~821 ~1,,60 

THUS, THI TREASURY WILL SIT UP A •PAPER PROFit• OF ~~-3,~~0,01g ON 

ITS SILvtR PURCHASES TO DATI, REGARDLESS OF FACT THAT THI ~TAL COST 

MORE THAN THE MARKET PRICE. 

THIS •PROFIT• AL~IA~Y HAS BlEN WRITTEN UP ON APPROX IMATELY 3621 000,-

000 OUNCIS, Till: REMAINDER IS STILL IN THE TREASURY Ul T~ FORM OF 

BULLION .AND WILL BE SET UP AS CURRENCY BACKINr~1t~~~NECES~ 

~ HO~£.R~D. ~ tnt4 
12/21t--R<im" 1 
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During the Yeek of Ct~iataaa, while B. M. Jr., 

was at the f&rll, be called me on the telephone and told 

m& that he had asked the President whether he wouldn' t 

send hi s rather as a delegate at the Coronation of Xing 

George in Greece. And he said be would. And B. M. Jr. 

could hear him ask Moore over at the State Department and 

tell him. They would go to Greece and then come back via 

Palestine . 
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Dececber 24, 1935 

Loc~ead reported ~o the Secretary today that London 
offered us, t oday , 7 million ounces of silver at 46 87 
Toat is only down t cent from yesterday. Yes~erda3 it 

J89 

was 47. 25 cents. It is interesting to note that yesterday 
they offered us 8 million ounces and we took 1 million and 
the fee t t hat ~hey a r e now offeri ng us 7 million shows that 
there are no other buyers. 

Bombay is closed for t hree days . 

Uexico i s offering us 500, 000 ounceo . 

The Secr etary talked to the President and t hen gave 
~chhead the fo llowtng orders: to drop the price in London 
one cent and t ake 1 million ounces ; drop it. one cent in 
!lew York and take 500,000 ounces from :.!exico. 

Lochhead, who nas t alking from t he Federal Reserve in 
!lew York, put Knoke on t he ~elephone and the Secretary wished 
him a Uerry Christmas and told h i m t hat he had done a very 
fine Job f or ~he Treasury t hi s year and that he especia l ly 
appreoi ated it because he knew t hat t he work nee very hard. 

HJ.l ,Jr ., t hen t alked to Coolidge and Coolidge reported 
that t he AAA wants to pu~ P s ubsidy on export tobacco , tbe 
acount involved being 1 million doll ars . He said t he State 
Department \7as qui t e upset about it and that this catter will 
come up befor e t he Commer c i al Treat y comoittee on Friday . 
Tile Secretary told coolidge t hat in,.smuch as t h1 s ell Uon 
dollBrs vtas Customs ::1"ney t hat be ought to tell the AAA t hat 
they will need all of thle coney f or cotton and that be , Tbe 
Secretpry, wished to vote down thi s matter. 

L:r. Oliohent reoorted that Associated Gas 1n !lew Yor k 
~rent over weil yester day . Kent turned to the lawyers rep­
resenttng Associated Gas and told t hem i n no uncertain t eres 
that they ought to get busy and agree vtlth those creditors 
to a volunteer bank.ruotcy. H. 0. said that was Just fine, 
becauoe then t here ls"no chance of their t aking it into 
another court . 

Gibbons r eported t hat he hopes to have a resignation 
within the next twenty mi nutes free the Buffalo Collec~or of 

Customs. 

Regraded Unclassified 



Deceaber 26, 1935 

HU,Jr. gave Loch.~ead orders to keep the price ot 
1lver the eace today 1n New York; that 1e, 50 cents. 

20) 
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LONDON HOL I DAY 

LONDON- TODAY WAS A HOLIDAY -BOXING DAY-

AND THERE WERE NO FOREIGN EXCHANGE OR GOLD 

QUOTATIONS -

Regraded Unclassified 
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Deceober 27 , 1935 

The SeoretCiry onlled 1n !ro1~ /J Jvernor Lehman • a hoce in 
Ne~ Yor•k City at 11:30 . 

Lochhead told : ic t hat L~ndon, witr.out coning t o us , at 
t~e r Ei£':'lllr t1~e flxed t~e price :)f o1lver at 46 . 6~ D.£ai nst 
tne le?v price of 46 . 25 . Tney ~de no of fere to as . He 
told t~e Secreta17 :nB~ cotton is up w poi nte , t~e coacodity 
index 1s u~ 17 ,oinve , wheat i s unchanged, i ndustr1als are 
up half a point , the bond car~et io unchan~ed . 

are 
the 

Hll ,Jr . said he wanted core de t nilo f roc the Chaso , 11ho 
handling thin1.;e for us in London, as to 1vhat happened in 
London carket today . 

Lochhead then said that i n r et,ard to the !l•r• York 011r'te t 
we have had tho ."rice unchan&ed 1n t:el'\' York f or t110 days . 
T;~ re is eooe r .. el1nt, in t he carket that we have pe&;ed t !.e 
price at 50 c~1te and if we leave it that way again todny 
thl'Y v•ill believe it to be a certainty , He also enid that 
1f we do not "oloee the S&P" :m t'· io aide by lower ing t he 
price , London 17111 "close the t:.~~P " by bringing up their price 
to t he 50- cent l evel and when it has r enohed t l'.at l evel ''e 
may get a laJ ge aJ.Jount of silver offered and· , if r:e do not 
wleh to a ccept , we 17ill have to go through the eace t rouble 
again. HU,Jr . told Loc~~ead thPt he d id not have the tice 
to go into it a t thia cooent , but t~qt he was 1n cooplete 
dieac;reeoent y:ith hio. He said thrt 50 cents is the price 
we nationalized on . 1 It is not nn accid~ntal price . I have 
had it 1n o1nd for aever~l days , • Ur. l!ort;enthau told Lochhead .' 

Hll,Jr . said he is anxious to ltnow whether at a pl'i ce ot 
50 cents , the J apaneae smuggling from China w1ll stop. He 
a l so said that sO•Jeone , without speaking to h1m, had g i ven 
out the average pri ce at wlliah v:e have acquired our o1lver; 
that 1e , 57 cents , and that he rmnted t o l ook 1nto t h1& mat­
ter when he eot back . 

The Secretary t hen put 1n a call to the President and 
cace bee~ on t he telephone and spoke to LOchhead and ~8 . 
Klotz and r e?orted that tee President could not coce to the 
' oh:)ne and he had to give t he oeesnge to ~166 TullY , who re­
layed i t to the President . The Pre&ident ap;>roved eet t1ns 
the price at 50 c"nts i n Hew Yor lt nnd doi ng nothing i n Lon<lon . 

LOchhead read the cabl e v1hi ch we are 
end also the one we are sending to I ndia . 
lowe : 

sendi ng t o Buck 
They are as fo l -

•cabl e to :11c::.~1son a.nd Buck - Shange.h1. 
E:Uploy s l.x 1nt.ell1t.ent YU'.U\S ::len a~ 

'l're,.aury expense tos .J i nto th•· in erior 
Regraded Unclassified 
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•or C~ina to aas1~t you 1n ?reoar1ng a 
qui ck s urvey of the affects of t he recent 
drop 1n the ~rice of s ilver. What 
changes have occurred in general business 
volume and prices? I e c1lver bei.ng turned 
1n to government banka , being hoarded, or 
being sold e t a premium? ~nmt 1s public 
r eaction? Answer by J fl nuary fourth ." 

The cabl e to I nd i a : 

"Eoploy six i ro:.:.-111 ent young oen at 
Treasury expense to go i nto interior of 
India to ~repare e q~iok survey of con­
ditions s i nce th~ recent drop 1n t he price 
of silver. H~ve any cluul_,es occurred 1n 
ger.eral business volume and ~rices outside 
large cities? What is ~ubllc reaction? 
Answer by J anuary f ourth , • 

203 

The Secretary told tlre . Klotz to call up !lr o Reed at the 
State Department and tell hi m thtt while the Secretary of the 
Treasury· or !:exioo l'rae here , he w~tnted to g ive a stag dinner 
in h i s honor on J anuary 1 and as!ted l.!r 0 Reed t o t ake 1 t up r:i t h 
the Uexican Embassy and get n lis t of those whom t hey thought 
should be invited. 

Regraded Unclassified 



-.ploy eis 1ntell1~t 1DUDC .. o at treaeur.r ezpenee 

to co into tile lDtertor of Ohtna to a .. ht JOU tn prepartnc 

a qvtok eur.e7 of tile etfecte of tbe recent 4rop tn the price 

ot ether. What chaJicee lla•e occurred to ceoeral lluotne .. 

.ol- IUI4 pricee? h ether betAS tvrM4 in to COftnaent 

baiiD, beinc hoarde4, or beinc eo14 at a prella7 What 1e 

pv.blic nactlon? A.n .. er liT Juuar7 fovrth. 
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December 2 7th 

H. II. Jr. saw Harry l:lopkilla today, also Adllliral Peoples and I ckes . Adalral Peoples told H. II. Jr . t hat Ickes di d not play f a ir on the whole buUdin& program and that be had told the President so. Harry Hopkins came around to H. 11. Jr ' s way of thinking and agreed that from July 1, 1935 to July 1, 1938 he could carry on his relief program with 4 billion dollars . H. K. Jr . was quite excited over this as he bad been advocati ng this t o the President tor some time and has been working for weeks to convince Hopkins and I ckes . Unscr ambling t he alphabets we will hav9 a bout 900 million to take care or Hopldns untU July l , l93b when the new buildi ng program will begin. 

and 
and 

Bell and H. 11. Jr. 
things we~ very well. H. 
the Pres ident liked it. 

December 28th 

~aw the President this afternoon u. J r . made his little speech 

H. 11. Jr. asked KcClerk1.n, Senator Robinson's Secretary, whether there wa s 8D7 criticism about ttt. amongst Senators and Congressmen. lie Clerkin said t bat the feeling on the Hill towards Kr. Morgentbau i s one of f riendship und affection. He said tbat Glass has been talking about too maDy Brain Trusters around here. Next llonday ther e will be a meeting of the sliver and bonus Senator s and be will try to find out what happens. 

Regraded Unclassified 



DOl .JIJI!Ui fiCQR - n.o-- 27, 1836. 

ADD BAR SILVER 

LONDON - BY U P- THE BETTER TONE WAS ATTRIBUTED 

TO BELIEF IN SOME OUARTERS THAT THE U SNOW THAT 

THE SILVER PR IC E HAS FALLEN TO ABOUT THE LEVEL 

WHICH EX I STED AUG 1934 WHEN THE SILVER PURCHAVE 

ACT BECAME EFFECT IVE WILL HOLD THE PRICE 

AROUND THE 50 AMN CENTS MARK-

Regraded Unclassified 



DOt JOHt.S TICU& - Deoeaber 21 , 1ass. 

ADO LONDON S I LVER 

~ONOON- BY U P- All OFFERINGS WERE TAKEN 

BY INDIAN AND SHORTS WHO COVERED ON BELIEF THE 

PRICE DECLINE HAS RUN ITS COURSE 

IT MARKED THE FIRST TIME SINCE DEC I I THAT 

All THE METAL OFFERED HAD BEEN ABSORBED AN D THE 

FIRST TIME IN MANY MONTHS THAT THEUS WAS NOT 

THE PR I NCIPAL SUPPORT OF THE MARKET-

IT COULD NOT BE LEARNED WHETHER THE SILVER 

POOL REPORTEDLY ORGANI ZED LAST WEEK UNDER MAN-

AGEMENT OF A LEADING NY BANK TO CARRY FORWARD 

OR FUTURE SILVER FOR ORIENTAL BANKS HAD ANY 

PART I N THE INDIAN BUYING-

OFFERINGS WERE REPORTED AS THE SMALLEST IN 

SOME TIME AN D F I XI NG OF TNE PRICE WAS MADE AT 

THE USUAL HOUR FOR THE FIRST TIME I N 18 DAYS -

Regraded Unclassified 



DOli JOBI.S TICIAR - llec•bezo 27, liU. 

BRI TISH .GOLD AND SILVER -
rJ Y-. ~~ 

MOVEMENT ~~ 
.a? 

REPORTS THAT ON ~ ~ONDON - LONDON GAZETTE 

DEC 24 SILVER IMPORTS WERE VALUED 4T I 124 578 

POS OF WHICH I 047 656 POS CAME FROM HONGKONG 

EXPORTS WERE VALUED AT 2 1 125 PDS 

UNITED KINGDOM IMPORTS OF GOLD TOTALE D 

23 026 PDS - EXPORTS TOTALED 32 781 PO~ 

Regraded Unclassified 



LONDON S I LVER MARKET 

LONDO N - REPORTS WHICH AR E UNCONFIRMED 

STATE THAT A STRONG GUARA NT EE SYNDICATE HAS 

BEEN FORMED HERE WHICH WILL SHOULDER THE 

CONT INGENT LIABILITIES IN SILVER SO THAT 

FORWA RD BROKERS CONTRACTS WI LL BE HONORED 

WI THOUT DIFFICULTY - PRIVATE SPECULATORS WIL L 

HOWEVER NOT BE REL I EVED OF THEIR LIABILITIES 

BULLION BROKERS RE FUSE TO CONFIRM OR DENG 

-- DENG THIS -- DENY TH I S DEVELOPMENT 

CONT 56&--

21 0 
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DOl JOII.S TIClia - llec•ber 2 7, l9a6. 

LONDON SILVER MARKET Ot.C 21 \935 

LONDON - BANKERS HAVE HERE BELIEVE THAT 

REPORTS THAT A LON DON S I LVER SYNDICATE HAS BEEN 

FORMED ARE VERY PREMATURE AND THAT SUCH A 

DEVELOPMENT 1s UNLIKELY 1 ?t:-s 

Regraded Unclassified 



miiThD PHESS TICKLR- ~eaber 27, l9SS. 

WCNS6o/' 

;f CHAIRMAN PITTMAN OF THI SENATE SILVER INVESTIGATING 

COMMITTE!, TODAY APPROVED THE TREASURY'S RECENT CONDUCT OF SILVER 

PURCHASES, INCLUDING THE RECENTLY LOVERED PRICE. 

• tHERE ARI MONETARY AND EXCHANGE FACTORS INVOLVED WHICH JUSTIFY 

THI PRESENT COURSE,• HE SAID. •I AM SATISFIED THAT SECRETARY MORGEN 

THAU IS CONDUCTING THE PURCHASE PROGRAM SATISFACTORILY.• 

PITTMAN EXPRESSED BELIEF THAT CHINA WILL ABANDON EVENTUALLY ITS 

ATTEMPT TO MAINTAIN A MANAGED CURRENCY AND WILL RETURN TO A SILVER 

STANDARD TO WHICH ITS PEOPLE HAVE BIEN ACCUSTOMED FOR AGES. 

HE SAID HE DID NOT FORESE£ ANY MAJOR SILVER LEGISLATION IN THE 

COMING SESSION OF CONGRESS. 

Regraded Unclassified 



llC* JOIIIS TICUB - Deo•ber 27, liU. 

LO NDON BULLION BFO~ERS REPORT THE POSITION 

IN SILVER IS SLIGHTLY IMPROVED WITH OFFERINGS 

SMALLER 

• -o-
DEC2'fl.935 

Cf.'f~ 
(M.. 
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ADD L~DON SILVE-- LONDON SILVER 

ALL OFFERINGS OF SILVER WERE TAKEN TODAY UUT 

NOT 8Y AMERICA-

Regraded Unclassified 



0011 Jon.:> TI~ - Dec..t.r 27, 1955. 215 

GOLD AND SILVER IMPORTS OF"F" /I.'( I 
WASHN - IMPORTS OF" GOLD DURING THE WEEK 

ENDED DEC 20 WERE I I 423 178 DLS COMPARED 

WITH 50 376 690 IN THE PRECED ING WEEK THE 
ot.c 21 \9~~ 

DEPT OF" COMMERCE REPORTED -

IMPORTS OF" S ILVER DURING THE WEEK 

MONTIONED WERE 7 23 1 765 DLS COMPARED WITH 

13 76 1 345 DLS IN THE PRECEDING WEEK 

Regraded Unclassified 



Decembe~ 28 , 1935 

This is copy of the Budget message which was rev1ewed 
by the Secretary with Ur. Bell and Ur. Edy th1e (Saturday) 
morning prior to a conference to be held a t the White House th1e afternoon. 

This 1a copy of the Budget • oasaca 
which waa reviewed b)- the Secrat&ey of 
the Treasury rl th llr. Boll and 11r • Edy 

!D'iaturdey IIOrnilll , Dec. 28, prior to 
a conference at the White !louse held 
Saturday afte.rooon • 

• 

7 ' -.. 
. . ( 

~ c -. '). 
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J;l.h 
( '-(_ ,) - I ' ......, -- -- I (--, 

r - ·r·<-) 
I repeat tbat excludYe or relief appropriat1o1111 oaJ,y 

the budcet tor 111&7 1a within balanc!' to the utat ot twr aillioo dol.l.an. 

I ban Mid that the propoaad .-p&Dditurea are all racular axpnditurea. 

ill ot th• will be conrad aDd a little 110re than co'f'8rad l!r ~ted 

reYazmu hos axiatinc taxes. 

Udnc the old practice ot tellinc olll,y halt the truth 

ao .. persona llq clibl¥ point out that what I ban luted aa recul&r 

axpallditurea - totalinc tin bllllon doll.&ra exceed what ueed to be 

eited u ~ upaud1turea ot the Ooft~t in past Ac!wlniatretioneJ 

and tbat "qy coaparbon the Go't'8rnment ia recul&rl,y apallding a billion 

dollars or two billion dollars 110re each 1asr than it did onl,y a tew 

1Mr8 ago. 

All ot tbet 1a true, but 1t does not give the truth 

-.1 ... , at the - tiM, 1t 1a pointed out tbet t.he praaant total ot 

tin billion dollars includes in 1t thrH 'f'8lT illportant iteu which ware 

not 1ncluded in pr .... ioue Ac!w1n1etratiollll . 'lhe tirat ot th- iteM 1e 

tor ~l,y tbrH hundred llillion dollarl tor the continuation ot the 

ceo oaapaJ the .. colld it. 1a a procru ot publlc worlta or onr tour 

hUDdrecl .ulion dollar& u ep1nat tha &Yerap appropriation& 1n old~ 

dqa ot two lluDdrad llillloll dollar& or leuJ and the third it. 1a that 

acr1nlt11Nl eclj~t ~-te in axo ... ot tin lmDdrad .ulioo 

dollars are 1ncluded in the racnl&r ezpaneu ot the Gon~t tor the 

tint tiM thia rear• _. that, I -· the .. ~wte are. ottaet 

within Mt .. t;t-two .ulion dol.l.an llr reoeipt.a troll - tuN. 
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Thie material wae prepared by A~l Peoples to be 
1noluded 1n the Pree1dent 1e budget meoeage, but the Presi­
dent turned it down. 
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·- .-.--......... w1ahM tM Director ot the laden to colldllct apot aw •61• 

1JI each of tM 48 lt&taa to det&nd.De tM effici_,. with wbich MpJ.oJablu 

II&.,. been taken ott tM reliet rolla and ac~ put to work on typical IP! 

projects. The IIUJ"f'e7 ehculd be generel iA character eo u to be represatatin 

ot tM e-u coD41Uou 1D each state. !'he Dil'ector ot the Bwl&st w1.ll han 

the aui.et&nce of euch field 1Dapectora of the Procure.ent D1rle1oo u ~ be 

selectee!, repreeentau ..... ot the etata di.ebareing otficee, and of the etate 

ad•1o1etratore ae a$7 be oecesa&r7. 

The Illepectioo EDciDaer w1.ll ban cbarge of the earrey. Be will call 

upon the state disbureing officer and tbe etate I'P! adJUDistrator (or r:ucb 

representati'r .. u 11A7 be selected by ~) to acco~~p&D;Y b.1.a to -.Ice the joint 

.unq &Dod to sul:a1 t a .1 oint report direct to tbe Director ot the Bwlcet. 

Tbe 111rft711 -.at be Mde and report;:J a.li'nHCI b;r air -.11 1D ... hiDgton tr:r 

Decnber 28, 1935. 

lleazi.Di 1D ll1Dd the general character of tbe earre:r, and lla1 tee! tiM 

a.....u&ble the co..unities to be selectee! 1D each state will be lett to tM 

discretion of the InlJpectiOD !'.b&ineer 1D qr-eot with the etata nd•'nhtrator, 

Three or tour or .ore ccwnm1t1es t;rpical of the ganerel "DMP'07JMDt eituatioD 

1D the state, howeYer, should be selected 1t poaaibl.e, and iA each co..udt:r 

about ten u,Jflr project& t,'pical of the work rel.ief progru shoul.d be raported 

upon. 

kch report w1.ll oonr specitical.l:r tbe followiDc poiDta • 

(a) 

!~I 
(a) 
(ll) 

t.ooeHt:,-
CIIaracter ot project 
Aathoriae4 or eltiatec! coat 
Data c: Ming work 
Appruiaata data of cc.pl.etion 
Actual -bar of nplo,abl.e1 on the pqroll chargeable 

to tM job 
~ ..Hr of e.plo,ablel 110rk1Dc on tM job 
.....:- 1D exceaa, 1D the op1D1on of the Iupeoting 

J!bC:!nnr, of 'PD'hr wbioh 110uld be ~loJed 1t 
Job _.. doM liT COilino~ - to be At* Mled 1D 
~ of perc111tlp. 

Regraded Unclassified 



( 

258 

(1) It nch ezceaa .....,_ were tabD off jo'b coul.4 
'beT prob&'bq tiDd •Plo7MDt iJl tlat c: nit;)' , 

• iJl c-clel or 1Dduetr1el l1Dea --- e 
( f ) -~?=1_'-C..)..., '!:l~'tl f?I:;Z ~I :~ ' w4j 

~-i..V·i 11itwfl_;t Sii;L ' ~ 
(a) 'total DWibar ot paraona recei't'i.Jic d1rect rellet troa 

tedarel gonrnaent on Decub&r 1 iJl tbat c-'t7 

('b) total. !DOber ~arred to~ work rellet rolla 
11Dca tbat date on "t'&rloua IIP.l !JrOj ecta 

(c) •t~ted mm'bar who will 'be drawiDg direct Hllat on 
Decub&r 31, 1935. 

Regraded Unclassified 



259 

The attached 1a upham'• euggeated draft tor the oloae 
ot the Pree1dent'a budget aeeeage. The President actuallY 
used the l&at paragraph. 
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a\aWhl) ..._ n\u-\. aUll 1-1111 a avplu \o app~ oa 

nana, -*'-ll.r ez; 1''-• lll tv\har attor\ \o rena 

.... ~, \o the YalalllJII polll\0 

~ aN three CCIIU'Ma opea \o ua. •• ca. u 11-v' ~. 

-"- • ~..,. Pncra .r p.abllc 'IIOib u4 GoY• 1a\ 

a 4 .,._. U - aUa11p\ \o -.aMa t!la NCONJ'7 fd }lriYaM 

.. ~ ... Jappl~ lll ov ""• t.ba\ h 110\ aaca .. .,.. b 

-•wure• *ich han 'b-*- lllaUn'-4 '117 t.ha Go~~S"n a4 

pl.-4 1a •-U-. '117 \be :.z-un 'br.ach of t.ha GoY&~<_, 

laaft Pft"i4M t.ba laU.W att.ul.ua ••&H. aa1 \o4q w flat 

-..1aaaa oa \~ vpcr 'a in MYarT locall\T •1 lll ~ 11M • 

.& an ., oav• of act 1oao cl..rou}T • 2 'a1 'liT 

palU.laal art.\loa td Ula .MIIdala\raUoa. wollld. 'ba \o pl• aa 

2S1 

•l!Jl1Wl41brea a\ all which _, 'ba paid out of aa\laetCNYaava. ~==--

la ov n ... Ulat WIN11 'bA 11autrou .. !ba mauve of raooY&rT •. ___ ...._~ 

,..o'nul 1a pan Uln'llcb Gonr~~MJ~t C&r"r71N \be load which 

prl'r.'\a aalarpriaa ... 110t 111 .,.aioa to C&r"r70 h 110\ 110 c;raa\ 

UiM U celll4 wi t.bat.& U.a ca-plata raUIII(U!~\ 'IIIJ \be ~----

.. _._., of Ua n1 of the pla. J'or there le aUll 

- ••••••till -.la» ••• .-. .. let~~ .... , aoe4Ul• adaM, 

Jllen~ a noo-l'bWv oa Ooftl at. b••· lf lilt' \hare '-• 

_ ~ ...... ,.,. .. \M cc.plata _., •• ., • .__., .r ald to n :lo.rM. .. ;__~ ----

aa\ f- t•u u Uilt' _, 'ba f.-4. I c•\~ \o loaUan Ula\ 

• lMz 11 •1111~ pnapuav.a ~·· ·tv will .......,_lT 

'lla ..-1 .. \o JII'OYl .. work for all _,1 ... 1"• u4 at \~ •-
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.11114 80 I no sD4 to 7cu A third cowse, be'- these 

ext~e. I.e\ us 110\ l»• -a4hl. of the Yalue ADd uoessltT 

of r"u-711. UpeD41 tune, !b8)' c• prcrtla-4 tor 1D the B11dc'et 

262 

I • .ulaitUac. But let us DOt rhll: the lose of tbe~u w 

haft .... liT ho butT a4 111lt.h1111c1JIC cun1nc tor cuttlac'• •*-• 
Let 1l7 nrth .. _ .. ltuw crar &&lns, protct t"'-, aD4 1'"•• 011 

to a .are nre pcsi Uoa. 

Our pcllc;r ls sUCOH41JIC. 'l'he ttcwss prove U, Secure lD 

the II:DOwledc'e that stee4117 4eersaslJIC 4epos1 h wlll tiU'Il 1A tiM 

iA\o st..Ul7 iacreaslnc .-arpluses, eD4 that 1\ is the detlcH ~ \o4lf' 

whlch ls -!rtac pcssll»le the nrplue of toolol'TCW, let us tllllr- the c­

t.ha t ,. •• h 7 .. 

-
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This is copy or the Budget message prepared as a result 
ot Saturday's (Dececber 28) confer ence with the President. 
Part ot it (the four ribbon copies attached with HU,Jr 1 ~ own 
i nterlineations i n ink) was dictated by Ur. Uorgenthau on 
Sunday, December 29 , and it is in the form presented to the 
President Sunday afternoon, December 29 , at a conference with 
Ur. Uorgent hau, Ur. Bell and Ur. Edy. 

l 

'ftl18 18 COPT of the llud&et 
..... ~ !'!'"~ ae reeul t of 
Saturda7' e (Dec.28) cooterence 

0 w1 th the Pre:!t.d•ot. !'art of 
H wu dictated 'b7 llr.llors&lltbau 
9aDdq, lleo. 29. and 1t ie 1n 
the to,.. pre~entecl to the 
Presideot SIIJidAI7 a.ften100n 
Dec. 29, at a oooterence with 
11r. Mor&&lltbau, Mr. Bell and 
llr. EdT· 
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In my Budget message covering the fiscal year 1936, I said : 

"I am, however , submitting to t he Congress a Budget for the fisc 1 

year 1936 which balances except for expenditures to IKXr,J give 

work to the unemployed . If this Budget x•• •l p receives ap-

prov£1 of the Congress, the country will henceforth have the as­

surance that with the single exception of this item, every current 

expenditure of whatever nature will be fully covered by ~ur 

estimates of current receipts. Such deficits as occur will 

be due solely to this cause, and may expect to decline as rapidly 

as private industry is able to reemploy those who are no~< out of 

work. " 

In looking at t~e Treasury reports for the fiscal year 1936~ 

I am more than pleased to find that we have not onl~accomplished~ 
~~~ 

what I said I would in my Buiget message_.?}, ~a. go b~ both 

expenditures a.nd receipts have exceeded :;r:;..,, .t •11 ~U' AQPIII 
A. 

1 . The record shows that in my Budget message of January 

193~ I forecast that the expenditures for t he fiscal year 1936 would 

be $8, 520, 000,000. Our most recent estimate shows that our 

expenditures will be . 7,645, 0001 000, or $8f5,ooo,ooo less than 

originally forecast . 

2. As to receipts, in January 1935 tfJ~~'?!!!/~ A 
$3, 992, 000, 000, wher eas at the present tillle,~~ blwJ i i' R est e4 ~ 

$4,4lo,ooo,ooo, or an increase of $418, 000, 000. 

3 , I for ecast in January 1935 a deficit of $4, 528,000, 000 

and the moat r ecent figures show that the deficit wil:l;.!b=~f .. •fisiiifr;:::GI,:__.='" 
, sr_.,j 

$3, 234, 000, 000, or a decrease of $1, ~00,000,000 ~ theAi,f' '*• 
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f This treaelldoua iapron•ent ot the tiscal '"I> a ~durinc 
~;tt 

this present year bas been lrougbt about tbrough policies which 

I have instigated since I haYe been President. Tbi1 M1 a,eaa 

broprh* about "'" -

0 I 
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~· Now l et us take a look at the Bu1get f or the fiscal year 1937: 

I estimate that exclusive of moneys for relief and recovery 

I will need $4, 4.5l, ooo, noo with which t o run the regular activities 
oi' the Government. I expect to pay for t hese activities with 

estimated receipts of $5,654,0001 0001 leaving a n excess of recei pts 

of $1,~03,000,000. Out of this $1 , 200
1
000, 000 I Will need 

$580, 000,000 for debt retirement, whi ch Will still leave a r emainder 

of $620 , 0001 000 of excess r eceipts aax.1 over expenditures aft er 

having paid for all of the regular expenditures of the Gover nment 
plus debt retirement. 

At this time i t is impossible f or me t o estimate the exact 

amount t hat I feel will be necessary to continue adequate care of 
t he unemployed. We have too recent l y reached our goal of putting 
three and one half million 

f r om this program have not 

policy to date of bringing 

peopl~~~~w~~the beneficial effects 

yet b~~ ~. However,~ my fiscal 
1\ 

this country out of f our years of depr es-

si on and misery is working 8'ld I feel t hat we must continue al ong 

the same lines until private industry can t ake care of t he man who 

wants 11 j ob. 

Right noYI my best estimate of the amount of money necessary to 

take care of the uneaployed will be not to exceed $ 

As recovery continues to pr ogress with a correspond!~ increase 

in our National income the receipts of t he Government will also 

be increased in the same r atio. Likewise, as our program f) f 

recovery progresses I am confident that private industry~ 

gradl.lllllY absorb the min or woll{n •he is ant gf a j• h end, want"~ 

work, with the result that the buz'den of exp~nditures on the Fcf\eral 

Gover!llllent for this purpose will also decrease. The:-efore, only 
Regraded Unclassified 



when this po1Dt ot r ecovery 11 r eaobed O&D we ezpect tilat the 

Budget Will be bal&~~eed . 
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December 30, 1Q35 

HU,Jr. told Lochhead today t o set the price of silver ln 
:~ew York at t1tty cent. . 
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December 30, 1936 

The Uexican Secretary or the Treasury was expected to 
meet with the Secretary today, but because or sto~ weather 
conditions which made flying impossible his arri 1 ha b 
delayed. • va s een 

Ur. Uorgenthau a sked Livesey and Reed, or the State De­
partment, Coolidge, Oliphant, Haas and Lochhead, or the 
Tre&sury Department, to meet with him today at 10:30 for a 
preliminary discussion. 

Ur. Morgenthau read the following memorandum from the 
Federal Reserve Bank of New York: 

'December 28, 1935 
Ur. Brockington of the Alllerican Smelt1J'lg 

Company called this morning to say that ac­
cording to latest advioes received by him 
from his Uexican office the amount. or silver 
purchased during 1935 by the Uexican Govern­
ment through the Banco de Uexico was 
48,275 , 591 ounces. Uinor adJustments for 
the December figures would bring t he above 
total down to about 48, 025,000 ounces . 

If the above figure is correct it proves 
that the Banco de ~exico which during 1935 
sold 62 , 900,000 ounces (not including 
2, 751,000 ounces purchased in London) to our 
Treasury, supplied about 14,600,000 ounces 
out of its own reserves and not out or Uex­
ioan new production.• 

At t he conclusion ot the reading or the above , Ur. Oliphant 
inquired whether Uexioo at the time it reorganized its currency 
and quit using pesos and substituted paper money continued to 
ship pesos here and Lochhead said, "Yes.• 

Ur . Uorgenthau reminded the group that Uexioo•s producti on 
is 74, 000, 000 ounces. He said, 1 They certainly have as much 
at stake as we have and I think they ought to play ball. They 
certainly ought to maintain silver as part or their reserve. 
According to the London Agreement they ought to keep 7,000,000 
ounces or newly-mined silver each year. 

Ur. Uorgenthau here referred to figures prepared by Haas 
and said their silver reserve i s 197,000,000 pesos whioh equals, 
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i n our currency , $41,000, 000 with silver valued at 50 cents an ounce. 

In planning the approach to the conference with the 
Uexican o!!iciale, Ur. Uorgenthau said, 1 I t h1nk I will aak 
the Uexican Secretary or the Treasury what their policy is 
as to the use or silver 1nternall,y and what they are going 
to do to help. Certainly , up to now, they have done every­
thing they could to hurt silver. I th1nk 1t is proper 
inasmuch as they are coming up here to sell us their output 
to ask them what they are going to do to help.• ' 

Lochhead wanted to know if they kept silver in their 
reserves at the tim~ they put out their paper money and 
Ur. Oli phant repl1e~ t hat it they put out t heir silver pesos, 
the problem or s ilver reserves would dissolve itself. 

Ur. IJorgenthau said, 1 I want to do eve.rything poesible 
to help ~exico, but on the other hand I want to get what is 
good tor us first . They are in a difficult position on 
account ot not knowing where t hey can sell their silver and 
t his is the time ror us to do what we want. Senator Pittman 
told me last night,• he continued, 0 that he is more than 
pleased with what the Treasury has done. This is very 
important and I k.now thst we have his entire sympathetio 
support. • 

'I th1nk the thit1; to do 1s to let the Uexioan Secretary 
or the Treasury come here and we will Just listen to them, 
then digest what they say and we wlll see them again, but at 
t he first meeting I will Just listen, 1 ur . Uorgenthau told 
the group. Livesey advised the Secretary, •on their foreign 
debt , I would say nothing. They Just keeping bringing it 
up again and again. They are very sensitive about their 
foreign debt ,• and HU,Jr. replied, 1 I will be no more sympa­
thetic with their foreign debt than with anyone else.• 

llr. Reed ot the Stat• Department then informed the 
Secretary that, poli tically , the present Government ot Uexico 
is very strong. Ur. Uorr;e:tthau said he would like to see 
t heir most reqent trade figures . 
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TREASURY DEPARTMENT I~ INTat OP'PIC& COMW\INICAT10N 

.., Secretary llorpnttau 

•- !!entaD Oliphant 

&.pl,yillg to ;your iuqui.r)' or Decelllber 20, 1935, concernillg the 

law relatin to the prirtlege or IIWibere or the tuiJ.T ot the S.cntar)­

or the Tree.8UJ7 to bu;r, own or eell OoYerDMnt securttiee, I set out 

below the per\1-t etetute with the releYant portion UDderliDecl.t 

-atatr1et1oae upop S!erat,an of fr•!Ul"l· Jo P!r!OP 
appoipt.!d to tbe o«ict or Stcntap ot tbe Tr!f!Url• or 
Tree.eurer, or Reciater, •ball 41r!cfu or Jndlrectb be 
ccmeened or interested in e&rr7illC on the business or 
trade or c~ce, or be owner in w~>wle or in part or 
&IV - nssel, or purcbaH h7 biJtaelt, or anot.'ler in 
trwlt t or hill, azv public laade or other publlc propert7 , 
or t.e copcer pect i p the pvctw•• or diaposal ot !.Ill oublic 
Houriti!l ot &1\T Stete, or ot the Opit!(! State•• or 
ten or appl;y to his own use &1\T eaolu•nt or gain tor 
aegoti6 t1llg or tnuulectinc azv buainees in the TreaSUl'T 
Departaellt, other theli what llall be allowed b7 law; and 
&YUJ' per- wbo ottenda apillat &1\T ot the prohibition& 
ot thie section shall be d.....S ,W.lt;T or e high ade­
d~r and tor!eit to the United States thl peaalt;T ot 
tbree thouaand dollars, and slall upoo conrtction be re­
IOOftd b-Oll ottica, and tonnr tben&tter be incapable 
or boldJ..nc azv ortica UDder the United Stetea; and it &1\T 
other peraon tl:an a public proucutor slall gift intona­
tion ot &1\T such ctter>ae, upon which a proaecution and 
conrtction •b&ll be bad, one-lalt the aforeaaid penalt7 or 
three tbouand dollara, when reconrod, •bell be tor the 
uae ot the person girtng INCh 1ntorMt1oo. (R. S. I 2.43.) • 
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DEC 301935 
MEXICAN SILVER CONFERENCE OFF FOR TODAY 

WASHN - SECY MORGENTHAU SA ID THAT HE WOULD 

NOT SEE EDUARDO SUAREZ SECY OF THE MEXICAN -
TREAS,1,RY UNTIL TOMORROW AT THE EARLIEST - SECY 

SUAREZ WAS EXPECTED TO ARRIVE LAST NIGHT BUT 

WAS DELAYED AND THE CONFERENCE WAS POSTPONED 

ACCORDING TO MORGENTHAU- SECY MORGENTHAU WOULD 

SAY NOTHING ON THE PROPOSED NATURE OF THE 

CONFERENCES OR THE SCHEDULE OF MEETINGS WITH 

SECY SUAREZ 
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LONDON SILVER MAR~ET ltJ.J 'f 
LONDON -BULLION BRO~ERS STATE THAT INDIA ABSORB 

EO MOST OF THE SILVER OFFERINGS AT THE FIXED 

PRICE- THERE ALSO WAS A SMALL AMOUNT OF BEAR 

COVERING- DEC 30 \935 
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M~XICAN SECY OF TREASURY AR RIVES TO DI SCUSS -S ILVER POL ICY 
DEC 3 0 !§~~ 

SECY OF THE WASHN -EOOUAROO SUAREZ 

MEXICAN TREASURY ARRIVED HERE THIS MORNING TO 

DISCUSS THE AMERICAN SILVER POOGRAM WITH SECY -
MORGENTHAU -

SECY SUAREZ CALLED BRIEFLY AT THE MEXICAN 

EMBASSY AND HAS AN APPOINTMENT WITH SECY 

MORGENTHAU LATER IN THE DAY-

THE TWO SECRET ARIES ARE EXPECTED TO EXPLORE 

THE FUTURE OF WORLD SILVER PRICES AND USE OF 

SILVER AND GOLD AS MONETARY RESERVES HERE. ANO 

IN MEXICO- BECAUSE THE MEXICAN GOVT HAS BEEN 

SELLING THE COUNTRY-S NEWLY MINED SILVER 

DIRECT TO THE U S TREASURY ~AND ALSO HAS 

OFFERED IT S SILVER RESERVES FER AMN GOLD 

MEXICO IS ESPECIALLY INTERESTED IN FUTURE WORLD 

PRICES AND AMERICAN ACTIVITY-

Jos 
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LONDON SILVER MARKET /J }() 
DE.C 3 0 t935 

LONDON -BULLION BROKERS STATE THAT AlTHO THERE 

HAVE BEEN A FEW SMAlL UNOFFICIAL TRANSACTIONS IN .... 

FORWARD SILVER THE RESUMPTION OF THE OFFICIAL 

j FORWARD 0UOT AT I ON IS UNLIKELY FOR SOME WE EKS-
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c 
IICBTMf er TB ftiAAIY er Bille II D il c••a n'tl •~ • 1'IIAMY err1cuu. a ua 

111 llbliiiiT NA-Y -AIIIilllll II Alii 
.'BZ IIU cihJ'IL ill JIDWI If flAil, Alii ' . 

.. ~1111 NUA 
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7:V/04 ~~CA. 
WCNS 109 )... . , ( , 

----=--..::- - ") 
SECRITARY MOR,ENTHAU TODAY DODGED QUESTIONS CONCERNIN' HIS 

fORTH~IN' CONFIR£NCE WITH EDUARDO SUAREZ, SECRETARY OF TREASURY OF 

MIXICO. 

MOR~HAU SAID THE FORTHCOMING CONfERENCE, WHICH MAY BE'IN 

"OMORROW, WAS DESIRED AT THIS TIME BOTH BY THE_A~ICAN AN~ THE MEXIC~ 

GOVERNMENTS, BUT BEYOND THIS FACT KE WOULD REVEAL NO DETAILS. 

HE SAID HI HAD NO APPOINTMENT TO __ SEE SUAREZ EITHER TODAY_.O!_!O~I'~ 

AND REFUSED TO ANSWER QUESTIONS AS TO WHETHER THE CONFERENCE liAS 

RESULTING FROM PREVIOUS DISCUSSIONS. 

12/3G--R347P , 
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A1 t-'ln tran ot Jill I-ll, taoluoho, ooatatat .. 

r"- "tl-\eo llao~ Oil 1926 Ud 1928 ftllDIOI 

COIIAtuo ... 

\ 
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• THE SECIU:TA"Y OF' THE T .. EASU .. Y 

WAaHIHOTON 

Deo•Hl' 31, 1935 

lq 4.-:r Ill'. Pr .. id.c\1 

In oonne~ion with :rour !orthoo.in• ~-A* • ~ -.. .... ..,. •• mesaa,;e to the 

OOII&J'IIe, I thlnlt H U1J be hels\11'1111\ to pre11nt to :rou the !ollowinl 

ob11nat1ona rnpeotiac the :red.eral rntmtee. 

!he IIIOUDt of tax reoeiph of the Jed.erel Oonnact 1a the 

310 

Joint nwlt of Wll aaln f-'ort . ODe of theee h the tax etruoture _ 

tha~ h, the kinde ud ratu of tun •• detel'l'll1De4 'b7 the Co"«J'ell. 

'l'he other 1a the &IDOUAt of the national lnoe~~e. 

With rt'Peot to the flret of theee factoro, the Pederal tax 

etruoture 1• the etrongeet in the hietor:r of the countr:r. The 

Treaeur:r hat .. tim&ted. that, gi•en 1eaeral eoonoalc conditione 

~ro:d.a&tlng thoee of 1928, the ulttl!ll; box etructure wcn>ld pro­

duce reoeipU of aore than $7 billion• &IIJIUAll:r, uclu.ehe of 

prooelllJIC ..a -ial eeclllrlt)' taxu u4 tru.et twlde - u eaoaat 

.laoet daQble the •••I'll&• annual tax reoe1ph of the )'tsrl 1926 to 

1930, inolu.ain, &Dd eu.betutlall7 acre thlul d.Duble tho11 of 1935• 

J:nn with IUierel economic oo11d.ltlone IIPProx!Jaatlng tholl of 1926 

rather than of 1928, the rr•eu.r:r teU-he that the meting federal 

tax etrv.oture would prodnoe UUinal reoeiph of o•er $6 billion•• IN.r­

iDC p .. riode wh• the national lnooae le lllor••iac, Oo~nt r"-" 

hD4 to 1-- -acre J'IIPl4l;r, 4nt to 8QOh factor• •• the 
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sree.ter relaUYo pla 111 ~lo oo~ratloa laoa.ao a4 tho larcer _, 

of 11141'1'1dlaal lao••• that b•-• nbJeot t o biper bracket raha. the 

.. uuha reYMl. the cr•t 'lm4er~lac atreacth of • . our pr .. e. taz atrv.ota.ro, 

eHhoucb reoelph of ROll IIIIP1 n4e -t be ezpactecl to .. hrlalha liAtll 

Ol)na14-blo t'llrther plaa 18 aooaoalc eoU'I'lt)o he•e ben reool'lled. 

The aoia.W rnoao 71•14 of the :reclorel tax atruotuo 411rlac the fhoel 

year 1936 will be creatl:r 1Dfiu-ecl by the lwal of b .... lllua eoUvH:r u4 

the utloaal 1Acc.o reached 41U'lq the oaledar :rear• 1934 aa4 1935: u4 

tho bllaho .. ooll41 \lou of the oeleadar year 1935 rlll cooU=• to uart ea 

1Dfiue.DOo upon the - unt of hderel reveDUn raoahe4 durl114 the fieoel 

year 1937• Conaequ811tl;r, the bualllau dne1opaanh of the oeludar :rear 

1935 ~~a .... a .... r:r direct beariDC on frMeuy recalph durlDC the fi aoal 

:rear• 1936 and 1937 • 

All the ouhtMdiiiC atathtloal ••nr•• of buabaaa eothlt:r ahl)w tha~ 

preoecllDC :rear•• MoraoTer, the raool'lla rnMl that the bllaiaa .. ilapro.,.••' 

wh.loh took p1aoo 41U'111C tho flaoel :ree:r eaded June JO, 1935, baa oontillllecl 

duriiiC tha put alx aontha: u4 haa p.l.aed la breadth. Jzp•aloa durliiC 

reo .. t aoatha 11aa beA aoat 110tloMblo iD tho -raotvo of a~bllu 

aad of certain other llarablo &OOda, ROll •• equipaent f or tara• u4 boaH. 

!bo ft'JIIlt of bu114111C .. tmela, eilo ro1at1 .... ~ ~1, abowed coati-. 

plaa 
0
.,..r 19~· •-hllo, eaU'I'lt)o 1D the leal tvable pb llldutrlu 

hat held up well, aad ia a f• bat-•• - llO\&bl:r ahl)o .-faotvo u4 

the ooa.-p~n of woOl 11r textile aUla - 1935 reool'llt t~~p~~roaohecl or ..., .. 

ae-.& tho" of 1~· 
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Mother fa-.orable MpMt ot the eHuatloa 4uriac 1935 •• the npl4 

ao.•eat ot .,ode lato oo..-.ptloa eo that the cal-~-- 6 ' _..... 7MI' 193 opeae 

with little C>Y14noe of the o•eratoold .... which 4 1 -.. • ur DC certa1a Ml'ller 

pbaeea ot OIU' reoo~er,., oreate4 temporal')' obataolu. 

'l'he lnl.taeu t.J)ro•••t ot the oeleaclar )'HI' 1935 t011A4 ~..Uate 

ren eotloa 1n a larcer • ola.e ot 'l'realnU')' recelph froa ahoellceoua 

laiernal rnelllUe eourou. !bue, the atr1ldac upue1cn 1a the -raot.are 

azul .ale ot .,tor •llhlolee ha4 aa U.e41ete 1ntlueac. oa the Go•ena•t'• 

in-• frooa uohe tun. llllt the :Pe4erel reoe1ph troa 1•-• ta:H will 

not lhow the etfeoh of the lncreaae4 YolUIIe ot bu.a1neu ot the calea4ar 

T e&r 1935 uatll 1936 u4 1937· 

Inorean4 cplo,.•t azul a aore profitable lOYel of operatloaa ln 'bot h 

l ad:uetr,. azul -crtlNlture are eeUute4 to lurre a44e4 IIDDl' a1ll1on• ot 4o).lare 

t o the total a on.,. 1-• reoe1Ye4 b)' the Allerlcaa ~eoph 4urlac the caln4ar 

7-.:1: 1935· .A. alpit1-\ proportion ot tble - fr<:a the aarltetlac ot tara 

protuoh. lla.rlDC the paet aeaeon, weather coa41tlone baY• fa•ore4 bethr 

orop• ad. prtoee ba•• held. up well, ao that t otal caab 1o-• realised frca 

the eale of orope aad. u .... t ook and. t.- contract bnet1t ~·'- anne 

the oalnd.ar 7e&r 1935 waa well abon that of 19J4, and. well oYW 50 pei'Cea\ 

cr .. ter than \ba\ of 1932• 

Woreonr, of crea\ ~a looportaDOe h the tact \bet the heaT)' llv-

d.n ot d.ellt baDCiDC onr av ecrtnltmral ud. OIU' vlla pop'Qla\lon a\ \be 

llec111111ac of 1933 wae -•14-1117 11pteae4 d.urlDC all w .. 7e&r• ot the 

reoonl')' perio4. 111per 1a-• ud. lower la\ereet oharp• hP• ..U poeal­

'llle cr•\17 ta•__. pa 'a••• of oo•- ., ... -' equi,.., _, f..,._ 
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4ul"lac 1935· i'llHo 1JIU'Ohuoa, •oac other futon, contri'buhcl gr .. t17 to 

tho illpro•-• of 11111blat~ aa4 tr.d.a 11hiob en• e.p1o,..t t o cit:r u4 

ton 4nllan laat :rear, a4 llbiob •• raflaoh4 in 1nor-. .. 4 i'ra&ru7 re­

oe1ph tr• al.aooll.._a tu aouroaa 4uriac 1935· 

lbolaaah prloea lla caeral abuce4 1a 1935. !be pr1c .. of acrlnl• 

tural procluoia anrace4 cona14ara'bl7 higher then in 19J4, while tile pr1c .. 

of ill4u.atrhl aatar1ala ahowe4 11 ttle clwlgo. A. 'better a4Juataet •• 

achi ... e4 clur1ac tho :rear 'benou tho prlc .. reoalncl 'by tanoere a4 tho 

pricoa oharpcl f o r h4•u&r1al proclv.ch uaecl on the tara. 11-wbJ.le, tho 

ooat of 11Tinc in out .. hcraaaecl aodaratol:r - by 2 to 3 peroet. 

fte cont1ae4 Ulpro•••t 111 acr1calturo eel bua111Ha lut :rear 

ahoncl 1 half 1a iat're&aecl lou.allla .. prot1 h. Iacluatrlal pr ot1 h, •• 

1a41oah4 by t h e lateria reporta of l argo corporatloao, were creater 

la eaeh of tho flrat throe quarter• of 1935 then 111 tho oorr .. poa41-c 

p er1o4a of 1934: u4 an upeote4 t o han u4o aa ... eu 'better ahow1ag 

1a tho fha1 quarhr be-•• of the aalllt-co of acthH:r aa4 of 

con-er lniJ'illC at a hicb 1«o1. l'or the oaleU.r :reer 1935 aa a ..mea., 

tho -'blne4 aat 1a-• of llwl:uatrlal 8114 other OOJliOr&tloae 1a oatl.la&tel 

to ban 'bon about JO p ercent creatar thu that of 1934· !be treuar:r'• 

rooa1ph froa the oorporat1oa ho•• tax will 'bogb to rofioot thoao 

p.laa &ar~.ac the t1rat half of tho oalaa4ar :raar 1936• 

'fbo roT1 ftl 1a tho G~~Pital aukeh , whi oil 'bJIC&Il 1a tho -str111C 

of 1935, 1a of great t-por~• for tutva ooo-.lc 4 ... a10Ja•h, 

'b-.o the klll4 of upuoioa f1Jlaaoe4 by ... .-pUal h.•••••t 1a 

uaoaUal , 0 tho fl&ll ..,107'11•' of 1allor. A.l\Jlt"P aoot of tho 
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December 31, 1935 "I ~ v_" 

The Uexioan Secret~ ot the Treasury senor Eduardo Suare~, accompanied by the Uexioan Ambassador to the United States, Senor Dr. Don Francisco Castillo Najera met with 
Cthe18i!~retar,y today. Also present were Under-Secretary oo ....,e, Ur. Oliphant, Ur. Haas and L!r. Lochhead ot the Treasury, and Ur. Livesey and Llr. Reed or the state Depart­ment. 

Ur. !.lorgenthau opened the meetlng by aaylng he wanted I to give the Uexicana a little background on what our situ-ation on silver is in the United States. He said, 'You know, the last time when e1lver wellt up to over eo oente I think we showed we wanted to be helpful and, if you re~ member, .rou had several mi llion ounces ot silver in London and we bought that silver and relieved you ot that silver at that time. When you were changlng your currency, we did everyt hing possible to help you. The policy ot 
Franklin D. Roosevelt is to be as helpful to Uexico ae we can. That is whY I am delighted that you have come here to see 1t we can work out our mutual probleas. 

•re have a very definite mandate from Congress i n our Silver Purchase Aot, and what we are trying to do is to carry that out in the spirit that Congress asked us to, but at the same time try to protect the Treasury. I tn1nk Uexico, ae the biggest producer or silver in the world, and we ae the second, have interests in comcon and both countries ought to work together. 
1 Tbe future ot the eilver market,• he continued, 1 is very uncertain; tor 1netanoe, India used silver as a means of stori.ng up wealth; China used 1t ae money. You know as well as I do what happened. As I eee it, the on!y country lett on silver is Ethiopia. That is not very encouraging. To give you the picture, the way I see it, what made ua obange here was that we euddenl,y realized that all ot the countries who had silver ae a monetary reserve eud.den],y decided, w1th1ri ten days, to sell it to ua. Hong JCong offered ue 100,000,000 ounou; you offered ua 200, 000,000 pesos, and Nanking offered us 200,000, 000 ounces. Overnight we were offered all that silver! re saw that if this thing continued, we would 

reach the obJective of the Silver Purchase Act -- that one- fourth of our monetary reserve should be dlver -­
pract1oal1Y overnight.• 
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Mr. Uorgenthau explained to the vistors that 'What 
we are trying to do in the world market which is'more or 
less tree trom newly-mined silver, is t~ see at what 
~rice silver would support itself. It looks,• he said 
as tho~ at 50 cents silver would carry itselt.• ' 

'The silver smuggled out ot China has practically 
stopped,• he continued. 'Japan used to expo~ about 
7,000,000 ounces ot silver a year and now they export 
70,000,000 ounces . There is a possibility ot getting 
China to again use silver. Bombay is a buyer o! silver. 
Then it gets down to what your country and ours can do 
to set an example to the world - - you being the biggest 
silver producer and we, the second -- to keep silver so 
that it will be ueed both as a store ot wealth and as 
money. 

1 The other s ide is the question ot the newly-mined 
silver which you have,• the Secretary told the Uexican 
o!!iciale, •and I believe we have bought all o! it. Our 
attitude is t hat we want to do everythlng possible to 
continue the strong ties ot trisndship between the two 
countries. Our interests are along the same lines be­
cause we both have gold and silver i~ large quantities 
and I think we want to get the correct statis t ical posi­
tion, which we do not have as yet. The question ie, 
What you would like. to do tor t he coming year and what 
we can do to help you? WE HAVE A RESPONSIBILITY FOR 
THE FU'l'URE OF SILVER. 

The secretary reminded the Usxican Ambassador that 
during the month ot July there had been some discussion 
between hie Government and the United States with respect 
to the United States silver policy. He also said that 
on July 24 the Uexican Ambassador had come in to see the 
Secretary and, •1! QY memory serves me right, at that 
meeting it was lett that you would sound out Canada and 
North and south America, the silver producing countries,• 
and the Ambassador agreed. !W,Jr. said, "It would be 
easy tor someone trom Canada 1.0 come down, but in view 
ot our meetlng on July 24, I think it would be beet that 
you talk to canada.' 

ur. suarer. then said he thought his country 1hould 
also get in touch with the Latin-American countrie• to 
di scuss the use ot s i l ver and gold, and HW,Jr, said that 
would be tine. 
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The l.l~icAA Ambassador inquired, 1 Do you th1nlt we should 
sound out the Latin .AI:Ieri can countri es? • and HU Jr sai d •Yes · 
f ine ! I would keep i t str iotly on monetary pr~bl~ma. • ' The ' 
Ambassador then said, •we will contact whoever has charge or 
the management of the currency and not have a meeting or 
Mini sters. We will sound out tee Latin American countr ies 
after we have talked t o Canada. • 

Suarez said, 1 In our reserves we have a cer tain amount or 
gold and a big portion of silver. This silver is composed 
partially or newly- mi ned silver that we have purchased 1n ac­
cordance with the London Agreement, but the big part is s i lver 
pesos we had to retire f rom the market when the urlce of silver 
went up very fast . The crisis we had has passed. The situa­
tion is quiet. Still I am afraid 1n the near future we will 
have demand tor dollars. It I find curaelt 1n heavy deaand tor 
dollars, could I sell some of the silver I have 1n the reserves 
to the Treasury Departoent7 1 

HU,Jr. replied, 1 If you find yourself in deep water and 
need dollars, we will find sooe way of helping you. We have 
done it tor France, Holland and Belgium, which are much farther 
removed !rom us than you are, so there is no reason why we can 
not do it for Uexico. 1 

Mr. Uorgenthau then said to the Mexicans, •our moat recent 
figures show that, figuring silver at 50 cents an ounoe1 your 
s1lver reserve 1e $41,000,000 and your gold reserve is '43,000,000! 
But Ur. Suarez sai d, •r do not think these figures are correct, • 
and HU, Jr. , replied, •could you let me have the correct picture? • 
~. Suarez said he would get it tor the Secretary. 

'You have 1n the Federal Reserve Banke 1n New York and San 
Francisco , • said l!r. Uorgenthau, 1 tor your account, 11,000,000 
ounces of silve which you have on deposit with them, and I think 
you aaked them Whether you could borrow against thi s silver and 
they said no. To date, we have bought from you 63,QOO,OOO 
ounces of s i lver. we figure that your producti on tor this year 
will be 72 , 000, 000 ounces eo that there are a ,ooo ,ooo ounces 
l eft and under the London Agreement you have to hold back 
7,000,000 ounces . • 

Ur. worgenthau said , 1 To this point we have Just had one 
question -- dollar exchange.• 

Ur suarez then said that the llexican Gover=ent purchases 
s ilver. from tl;e mining compaDi ee paying the mining coopani ee the 
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official Ne~ York market rate on the day or delivery ot th 
silver by tne mines. He wanted to know it some arr eme~t 
could be made with the Uni ted States Treaeur.y whereb;"the 
Mexicans could be protected against fluctuations in market 
price between the time they bought the silver trom the mines 
and disposed ot it to the United States. Ur. Uorgenthau •s 
reply wae, 'I would like to think that over.• 

'Now we come to the third point. I am not a dinlomat • 
ea.1d Ur. Uorgenthau, 1 and so I am going to tell you Just 'llh~t 
I .nave on rey mind. As to your SI18Seation that we take part 
ot your silver reserves with the thought that you would main­
tain the same silver reserve ae we do in relation to gold 
I would be greatly influenced on the decision that I made'by 
what you will say to me as to what you propose to do to en­
courage the use ot silver in llsxioo. It I understand cor­
rectly, up to now what has happened this year, the uee ot 
silver has been decreased. You no lo~er use your coins. 
I appreciate the crisis is over. One ot the waye you could 
encourage the use ot silver is to have you go back to the 
actual uee or the silver peso. I would be greatly 1ntlusnced 
in deciding ~bout the purchase ot tne silver reserve it you 
could tell me how you could encourage the use or tho silver 
peeo in Uexico. • 

Ur. Suarez replied that it would be popular to have the 
silver peso in Uexico again. He said, 1 IL would be popular 
with the working man, but ot course in certain parte or the 
country it is easier to use paper money. We will make a 
careful study to see it we can put this silver peso into 
circulation.• Ur. Uorgenthau said, •wouldn't it be better, 
rather than to re-issue the old silver peso, to have a new 
silver peeo with the silver content based on $1.29 an ounce, 
the same as our currency is? 1 Ur. Suarez replied, 'I t hink 
it would be quite ~easible.• 

Mr. Uorgenthau invited the Uexicane to return on Tha;eday 
tor further diecuoeion ot the points brought out 1n today s 
conference which, to.eum up , are as follows: 

1. Buy newly- mined silver at a daily price giving time 
to deliver to the United States Assay Ott1ce. 

2. The question ot calling a conference with Canada 
an:1 the Latin- American countries. » it now stands, Ur. Uor­
genthau told the l.lexi cane , the move ot sounding out Canada 
is up to them. 

3 . The questi on ot l.lex1co ' e monetar.y reserve. (Ur. Uor­
genthau t old the UeA1cana that our purchase was dependent on 
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th~ir encouraging the use or the silver peso in Uexico.) 
Uexico would 11ke to have their reserve rati o or silver on a parity with the United States and encourage uorth and South America to do likewise. 

4. DollAr exchange. 

318 

At this point, Ur. Uorgenthau read to the groUp a 
memorandum prepared by .r.tr·. . Grnvea (copy attached hereto, Exhibit 1) on the subject or the smuggling or alcohol trom Uexico. 
After he had read it, the Uexican Ambassador said he would 
apeak to hia people 1n the Custoa House Departaent and get 
their euggeationa as to how Uexico m1ght cooperate with the United States and endeavor to stop the smuggling. Ur. Uor­genthau then handed suarez a list or suggestions made by 
Lockett, our Commercial Attache at Uexico City (see copy at­tached, Exhibit II)which would indicate that negotiations 
are already under way between the two countries t.o combat 
the smuggling. Kr. Suarez said he hoped to have further 
word tor L!r. Uorganthau on this subJect at Thursday's ceating. 

Before the group departed, L!r. Uorgenthau said, 1 I will have to say something to the press and I think the beat thing to say would be that we have had a very aatiaf~otory conference together and when it is finallY finished we will work out a forcal statement, but until it is finished we can say nothing. • This was agreeable to the Uexicana. 

As soon as the meeting was over, Gaston came in t.o announce that the press was waiting anxiously tor some news about the meeting. ~. Uorgenthau did not aes the newspaper men hi mself, but asked Gaston to make the following statement to the press: 

'The Secretary authorizes me to say that 
successful preliminary conversations were 
held on the silver situation and there will 
be further discussi ons. • 
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nmg. Slltmi.!!l rg mzoo. 

With the oloeing of St. Pierre and St. JobiiB aa liquor-1111111&11Dc 
'b&eea, aDd the ie8ll&ll0e 'bJ the GOTertlllellt of CUba ot & clecree probibit­
iac uporta of alcohol cleatinecl for illegal entry into the Utlitecl St&tea 
aucgl.era AOW appear to be turD1ng in the cl1rection ot •mco aa a aoare; of supply for illicit spirits. 

Alcohol II&DUtacturecl in •exico 1a at the present ts.u bein& Bm~Ulecl 
into the Gulf States f1"0II Taapico and into the 'feat Cout States troa 
hsatlan &Dd baeD&cla. At all theae porta, &lcohol is beina loaclecl 
clirectly •boarcl ru.-rwmizlg craft, usuall.y of British ragiatt7, to be 
brought into American waters. On Deosbar 16-to cite a recent exupl-
1Jilitecl States Cuatoaa officers seizecl the British oU screw o.s.G • .1n 
the territorial waters of the 1Jil1tecl States oft the Louisiana coast, 
with a cugo of ••x1can alcohol bearing the case marks of the J • .l. and 
R • .A. JlaDte Co•pan;r, which is Ullderatoocl to operate a cl1at1llet7 aaar 
Tupico. There ie ertdence that a auaber of st.Uar cargoes ben bHn 
aucceaafull;y lanclecl ill the Utlitecl States not only troa Taapico but trc. 
the other porta DPecl abOTe. There 1a roclence &lso U..t ~· of 
spirits apparently not of • ax:1cu or14rill be.,.. been brollght into the 
tJDitecl St&tee Yia the free port of Co-al. In adclition to this water­
home traffic, which baa been increaeing in TOlae cluring the lut taw 
aontbe, there 1a aoaa ~~~~~~ggling of alcohol OYer the entire leDKtb of 
the •exican border. At a Dllllber of poi.l\ta , alcohol 1s being brought 
aurreptitiou&ly acroae the hounclar;y ill ea&ll l ots by iDcliYicluala who 
uae row boats, pack traina, autoaobilu, and, illtrequeatl;y, airpl&Daa, 
in 8ftd1ng the Aaericu Cuatou officer&. 

Although the acgregate of the illicit iaportetion of Jkxie&D al­
cobol into the 1Jil1tecl States 1a not now of alara1Dg proportiou, yet 
1t 1a feared that as other baaea for e-~gliqr operatiCDS are elhSutecl, 
the lloican traffic is libly to bec0118 our aoat iaportant and cl1.tf1calt; 
~ing probl•. To ... t this situation, it woulcl be utrael7 
belptul 1t the •exicu GOTernment, as a •tter of cooperation with this 
GonrD~U~~t, woulcl aclopt meai!Ul"e& eiaUar to those wb!cb ban bHn adopted 
'b7 otber scnrez a snta, oalculatecl to put a atop to thie Ul1o1t traftic. 
It bas baeD auuaetecl brIll'. Locbtt, .laerie&D Ca.G'Oial Attache at 
llexico City, that the ~t of .. :doo lli(bt be willill& to illatitute 
a control bue4 upon the appllcatioa of u export tax to all alcohol , 
th1a tax ot coarM to be ra!UIIdecl in azq cue upon rala1ae1oa of apzroouperD' 
n14-' to tiM •rlcen Cuatou autboritiae tbat aportation aa in Ucit­
late tnde. 

To faoUitate a cooa1derat1on of tb1a -tter, a ~ 18 at­
tacbecl out.l1n1DI the prorteiou of an appropriate order ill llD8 with 
.... Locbtt.'• auueat10D. 
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SQGGBST!D REGULATIOJJ FOR THI COJITROL OF 

EXfORTS OF AL90BOL lROM JE!ICO, 

ll 

SECTION 1 . Th•t on and after the date or issuance or this decree 
there shall be levied! collected and paid upon all alcohol or 
other spirits exporteo from the United States of llerlco an export 
tax amounting to two pesos ($2.00) per liter, which export tax 
shall be in addition to all taxes imposed under existi ng law and 
shall be paid at the customhouse at the ti~e the export declaration 
is made, provid6d that it the exporte~ shal l secure within six 
months a landing certificate properly signed by the chief officer 
of the customs at the declared port of destination 1n the foreign 
country showing that the alcohol or other spirits legally entered 
the commerce or such country the export tax shall be refunded . 

SECTION 2. That each person or corporation presenting a Facture 
Especial covering alcohol or other spirits to an officer of the 
Hacienda for certification shall place thereon, under oath, the following certificate, 

"The alcohol or other spirits covered by this invoice is to be 
used or consumed 1n the Uni ted States of Mexico and is not to be 
exported without proper permit being secured and export declara­
tion made at the custom-house and the export tax paid thereon•. 

iEC{ION 3. All alcohol or other spirits arriving at any port, 
nc uding f r ee ports or free zones , and shown by the manifest or 

other documents covering the shipment to be destined to a countr y 
other than Mexico shall be immediately placed in bond, and in ad­
dition a proper bond shall be exacted from the owner or person 1n 
charge of such shipment in an amount equal t o double the export 
tax on such ship1118nt, coDd it ioned that 1.t a proper landing carti­
fic~te be not secured within six months showing that the alcohol 
or other spirits legally entered the co-erce of the foreign 
country named on the export declaration the bond is forfeited . 

S~TI~N ;.. Any person or corporation violating the provisions or th secree or aiding, assisting or facilitatingthe violation shall 
be penalized in an amount equal to double the export tax on the 
alcohol or other spirits i .n question, but not less than five hun­
dred pesos ($SOO. OO), and further , ~here shall be paid to any per­
son submitting information or e violation of this act one-fourth 
or any moneys reco~ered as a result of such information. 
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LONDON S I LVER MARKET /d 7. 
DEC :t au 'XJ 

LONDON -THE FIRMNESS IN SILilJRLinRKET WAS DUE 

TO THE FACT THAT OFFERINGS WERE ALL ABSORBED BY 

IND I A AND GENERAL SPECULATIVE BUY I NG-
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PRELIMINARY SILVER CONFERENCE SUCCESSEU~ 
-- i}\l 

MORGENTHAU SAYS '#'\ \'i. ';) .\.; 
\\·"' 

WASHN - SECY MORGENTHAU FOLLOWING A CON-

FERENCE WITH EDUARDO SUAREZ MEXICAN SECY OF THE 

' TREASURY SAID THAT TH£ PRELIMINARY DISCUSSIONS 

ON THE AMERICAN SILVER POLICY WER~ -VERY 

j soc ,;.us'"'- '""' ., " " '""'''' ;:: '" 
TOMORROW NIGHT AND THURSDAY THE ;{EASURY HEAD - -
INDICATED- NEITHER THE MEXI~&N NOR AMERICAN 

OFFICIAL WOULD INDICATE THE MATTfRS DISCUSSED 

DURING THE ONE HOUR CONFERENCE BUT ONE OF THE 

PRINCIPAL QUESTIONS IS THE PRICE WHICH THEUS 

WILL PAY FOR MEXICAN NEWLY-MINED SILVER-

322 
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DEC ~ 1935 
MEXICAN SECY OF TREASURY ARRIVES TO TALK SILVE --

WITH MORGENTHAU 

WASHN - SECY OF THE MEXICAN TREASURY SUAREZ 

AND A GROUP OF STATE DEPT AND MEX I CAN OFFICIALS 

CALLED ON SECY MORGENTHAU AT 10 30 THIS MORNING 

TO D I SCUSS THE AMN SILVER PROGRAM- SECY SUAREZ 

WAS ACCOMPANIED BY THE MEXICAN AMBASSADOR 

FRANCISCO NAJERA EDWARD L REED HEAD OF THE 

MEXICAN DIVISION OF THE STATE DEPT AND FRED 

L I VESAY ECONOM IC ADVI SOR TO THE STATE DEPT-

THE TWO SECRETARIES ARE EXPECTED TO EXPLORE THE 

POSSIBILITIES OF CREATING A SILVER-GOLD RESERVE 

SYSTEM I N MEXICO AND ALSO THE AMERICAN TREAS--
URY PLANS ..fOB _1Ji£_£11IIfRE OF WORLD SILVER PRLCES 
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llNITUl l'IU.:.:> TICIU.il - Decealler M , 1:.35. 3 2 oi 

SHAH,HAI--ABOUT 251 0001 000 YUAN Cl7,,521 500) IN SILVER IAII WAS 

SHIP~ __ TO SAN fRANCISCO TODAY ON THE STtANSHIP PRESIDENT HOOVII IY 

THE CIMTRAL BANI OF CHINA AND THI IAMX OF CO""UNICATIONS. 

THE SHI'"ENT VAS INTENDED TO PROVIDE ADDITIONAL EICHAICI ITABJLI~ 
TION RESlJIVts. 
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OlllTI:J) P!llib;, Tlt.K.I:J\ - Dec•l>er 31, 1935. 325 

ADD SILVER 

ACCOMPAITIN' THE NEllCANS VIlE EDWARD L. liED, CHIEF OF 111 

11IXICAN DIVISION OF THE DEPAITIIEIIT OF STATE, AND FREDERICK LIVESAY, 

ASSISTANT ECONO"IC ADVISER F THE DEPAITIIENT OF STATE. 

THE IU:liCAIS lfEIE USIIEIIII INTO ffOICIIITHA!}'S OFFICE WITHOUT 

INTI"ATIONS AS TO THE PlATTERS TO K .DISCUSSED. 

lalll--ll~7~A~~----------~~----------~------~~ 
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lllil'l't.li I'~ Tli.J\LR - December Sl, 19SS. 

326 

IDUARIO ~z, . UC~ITAIY Of TIIAIUIY 0( SIJC01 ACCOIINIIJU 1Y 

ICAN AJIIIAIIA~OR_ FIAIICJIC:C], CAIT!UO NA~RA, CALLED OR UCRfTARY -

THIS NOININ~ TO DIICUII THE IILVEI QUESTION. 

111.u ·-•aonA 
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' 

KERBlRT E. CASTOI, ASSISTAMT TO SECRETARY MORCiNTKAU, SAID 

TODAY THAT 'ijiE TREASURY •HAD A VDY SUCCESSFUL PRELIMINARY COIFIRE~• ' 
VITH MEXICAN COVERIMENT OFFICIALS OM SILVER, 

12/ ll-JlU53A 

Regraded Unclassified 



UUITE.D p.u...., TILKI:.h • !lecellber SJ. , 19.>5. ~28 

ADD MEXICO SILVIa COMFERENCI (VCN55t) 

IT VAS IRDICA1U THAT ruRTNER ICITINCS WOULD BE HELD BUT PROBABLY 

NOT .JHTIL AFTER A DIIIIIER PARTY TO BE C:IVI! TOMORROW NI;HT BY 

"OR~KAU FOR TKE KEIICAN RIPRISENTATIVES. 

NtiTHEil MOac:INTHAU NOR THl ta:UCAMS1 EDUARDO SUARIZ, FRANCISCO 

CASTILLO NAJERA, MEXICAN AMBASSADOR, IOULD DISCUSS TODAY'S 

CONFERENCI BUT IT VAS UIIDUSTOOD THAT IT RELATED ENTIRELY TO TKE SILVII 
• 

SITUATlOM AllSINC: OUt OF HEAVY AMERICAN SILVER PURCHASES IN MEXICO All 

OTHER FOilic:N COUHTtiES. 
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llllThll ITnl:SS T!t.Kl:.R - LeceaLer Sl, 19.>5. 
329 

WCNSQ 
. . 

ADD PIIIICO SILVIR CONFERENCE 

SUAilE2 SAID CI!STOIII MATTERS VERI NOT DISCUSSED IN THE CONnRENCE --
THIS MORNING OF UNDti•SECIETARY COOLID'I1 HERMAN OLIPHANT, GENERAL 

COUNSEL, ANI AICHII LOZH~D, FOIEIU DCHAN'I ADVISOR TO IIOic:ntiiAio \ 

la/31-IJUIA , 
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WCNSIO 

RALEI;K, M,C.--JOSifKUS DANlELI, U,l, AMBASSADOR TO KEilCO, IILL -LEAVE TONl;KT FOR IASKIN;TON TO DISCUSS THE NATION'S MEV SILVER POLICY I 

WITH SECRETARY MOI;ENTKAU, --- -- l2/~I--RI211d" 

\ 
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'f,~<; L_..mckr, <;I 
THE LONDON SILVER MARKET AGAIN LOOKS BETTER 

TH I S MORN I NG WITH NORE BUYING THAN SELLING 

ORDERS SO FA~~ECEIVED- BUYING ORDERS ARE 

$l re."l 
MOSTLY FROM INDIA !~9 ALSO FROM OTHER OUARTERS 

BULLION BROKERS WN I LE PLEASED WITH TH~ IMPROVE-

MENT IN THE MAR~ET ARE ANX I OUS LEST THE 

MIMPROVEMENT MAY BE TOO RAPID AND LEAD TO A 

FU~THER REACT I ON IN THE NEAR FUTURE - EVEN IF 

IT SHOULD I NVOLVE A SMALLER TURNOVER THEY 

WOULD PREFER A MORE STABLE MARKET IN THE FUTURE 

-o-
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