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AppoiDt.aota and Reaignations 
Sadewi ok (Boston) considered by RMJr as Assistant 

Saoratar.YJ PDR not enthusiastic and E.F. M. explains 
1lbT - .4/10/)6 ••• •••••••• . ...••.••••••.••••• •• •• • •• •••• 

- B-

Boards or Directors, Coveroaent 
HMir thinks it unwise for Treasury officials to be 

Md»era - 4/1.4/)6 ... . ...... .. ... .. .. .. . . ............... . 
Bonua 

Arrangements for sending out bonds and checks discussed 
by BMlr with Hines , Bell, Broughton, Murphy (American 
Legion) , at cetera - J./11./36 • ••••••••••••••••• • •• •• •••• 

See also FinAncing, Government- J./11./36 • •• •• •• •• •• •• •• • • 

- C-

See Trade !gree•enta . ... .. ................................ . 
Centra.l Statiatical Board 

See UDeaploYJient Rel.ief •. • ••• •• • •• ••••••• • • •• • ••••••• • •• • 

Book 

XXI 16 

11.9 A~ 

96-119 
120 

23,166-171, 
192- 198 

ChiMa I!JUr~hineaardaluation c~n~~!l8.tions , Book LXXVIII, page 190 
AIJ'r entertiiila or n. Chen 4/ J.~/ J6. • • • • • • . • • • • • • • . • • • 34 
BMlr aaka Taylor , White, and Lochhead to meat him at his 

hOM to diecues Chen • s probable proposals - J./13/36 •••• 
Sza, Chen, !Coo, Taylor, Lochhead, and 'lihita Met with 

Blllr - 4/11./36 ••••• • ................ .. ........ • •• • • • • • • • 
Abstract of agree=ent between ltiniatry of Railways and 

Tbe Si .. ena Cbine Coa~··········••••••••········ ·· ·· 
Baolt ot Cb.inas a.ket.c:h of • ••• ••• •• • •••••• • •• • ••••••••••••• 
Centr al Bank of Chirult at..tement of colldition, head office, 

and branches- 12/31/35·· ··· · · ·· •• ••••• •••········ ·· · ·· 
Central Bank of Chinat hietori~al background ••••••••••••• 
Farmer • ' Bank ot Ch.inaa sketch of • •••••••••••••••••• •• ••• 
Bank of Oa.aunicetiona (for development of industries of 

tbe CO'IlDtey') ••• • •••• • ••• • ••• ••• • ••• • • • • • • •••• • • • • • • •• • • 
Bour l nd..Uty Foundation (Sino-British) 1 1'\Uee governing 

dia poeal or t\IDIIS a • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 
Bank or Ch1Da and ru. of otto llol!'ft abstract of 
~· nt betw .. n •• • •••••• • ••••••• • •• • ••• ••• ••••••••••• 

11111r !Dronta PDR (at lunch) of conversations with Chen 
4/1.4/36 • ••••• • •••• ••• •• •• ••••• •••••••••••••••• • • •• • • ••• 

~baaie ait uat i oo- White aeaoraodua •• • ••• •• •••• • ••• •••• 
Moaet&r,r ait uatiOD (unsigned memorandua) •• ••••••••• • •• ••• 
Oha, BMJr, Taylor, Lochhead, and White cooter - 4/20/36. 
IIMonDd1a on 1Doraae1ng llquiditJ of caab reserve against 

DOte 1aeua or t~ Ch.ine ee Coverwten t bank a • ••• • •• • ••• • 
~- 011 iDoreaaiD& uae of silver in Cb.itla •• • • ••• •• • 
~ 011 ~tion or independ-.ce ot Chinese currency 

35 

39-49 

50-52 
53- 58 

59-60 
74-93 
61-62 

63-66 

67-69 

70-74 

1.46 
186-191 
215-225 
226-235 

236-239 
240-2.45 
246-251 
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- C - (Continued) 

China (Continued) 
HMJr t e1la FOR when silver reached 46. 40 he aent word 

to Chen via Taylor that it would be agreeable t o have 
China sell silver in London or BOGb~1 wanted to see 

Book 

if market waa ri&eed- 4/20/36...... .. ........... . .. . . XXI 
a) Telephone conversation concernins• HMJr, Taylor , 

and Lochhead- 4/17/36 ....•••.••••• •••• ••• • •••• • • 
C~odity Credit Corporation 

Jesse Jones asks IIIUr if Taylor may be Diroctor of Board 
since Agriculture Depart•ent and Para Credit ~stratton 
are represented) lDIJr says •no• - 4/14/36 •••••••••••••.••• 

Countervailing Dutios 
Viner•s memorandum- 4/11/36 •............ • .••••.•. • . •• .....• 
RMJr tells 9:30 group Viner ' s report shows new point of 

view and looks excellent; wants legul division to study 
it - 4/13/)6. I I I I I I I I I I I I I I I I I 0 I I I I I I I I I I I I •• •. • e e e. e • I e e. 

IIIL1r diacussas with FOR, wbo says Norman Davia will soon 
return, havins talked to Baldwin, Bitler, and lluasolini ••• 

HMJr, Oliphant, Taylor, Gibbons, Johnson (Cuat0111s) 1 and 
McReynolds diacuas - 4/15/J6 •••.•.••••.•.••••..•••••.••••. 

Oliphant aemorandua ••••••• • • • •••••••••••••• • •••• • •• • •• ••• • • • 
RliJ'r tells FOR he waots to sign order iJipo31~ duties on 

German good&J Rull doee not feel acti on should be taken; 
therefore HMJr wants to bring letter to Cabinet meeting 
stating his position and then FOR can ask Attorney 
General for ruJ.1ne - 4/16/36 . .............................. . 

(For letter, see page 177) 
lll.eD (Couiasioner, District of ColUIIbia) •e•orandUII to 

111Ur1 •Self-Uquiclating stamped acrip• - 4/20/36 ••• . •• .••• 
Attorney C.cneral decides to ask State Department and 

Treasury tor tonaal. opinion before deciding; Oliphant 
thinka State Department aay cause IIUcb delay - 4/20/36 •••• 

- E-

Excess Reserves 
IDIJr asks Broderick (Federal Reserve Board) Board plans 

tor raising requireunts; Broderick thinks it •111 be 
done in the next 30-45 ~s or not at all; all agree 
&D,7 action should be carefully"'leabed• with Tressw-y 
financing- 4/14/36 •.• • .•• • •. ••• •. • •• • •• ••••••••• • ••• •.•.. 

HIIJr asks Eccl es if Board can be prepared to discuss on 
4/22/36J Eccles asya •no• - 4/20/36 ••••••••••••••• • ••••••• 

a) EDLTr tell a Landie - 4/20/36 •. • .. . ... •.•. • • • • • • · • • • • • • 
PDR and HIIJr discuss conversations with Broderick and Eccles) 

FOR suggests that Landis be present at 4/22/36 meeting • • •• 

Pase 

274 

191 A-E 

172 

1-14 

22 

147 

150-160 
161- 165 

173 

252- 269 

126 

269 A-B 
269G-D 

275 
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Book Page 

Financing, Government 
!D!Jr meets with Broderick, George liart'iaon, Burgess, 

Goldeoweiser, taylor, Bell, Selt~er, nnd Upham -
4/1.4/36... . . . . . . .. . . . . . .. . . .. . . . . . . .. . . . . . . . . . . . .. . . .. .. . . . . . . m 

a) First eeeting since new organization or Board or 
Govel"tlore, Federal Reserve Bo&rd 

b) X..ediate probl .. is f i nancing bonus 
See also Exceaa Reeerves •••.••••.•..•.•••••••••••••••••.• 

France 
lle.110randlft giving la:lediate policy U Pre.nce, in effect, 

leaves gold standard (George Rsrrieon presents 
memcrandum to IIUJr 4/11./36) ••.••••••••••••••••• • •• , ... . 

Gei'IIB.DY 
See Countervaill.ng Duties 

Great Bri tain 

- G-

Knoke (Federal Reserve Bank or New York) Jives resiDft or 
British official operations in dclle.r exchange, 1930-1933 

- H -

Harrison, George 
FDR tells I!II.Jr be thinks Harrison hae become a "playboy• 

120-127 

126, 269 J.-D, 
275 

128-132 

134-145 

4/'2!J/36.. . .. . . . . .. .. • . • • • . • . . .. .. . .. . . . • . . . . .. . . . . . . . . . . . . • . . . .. . 274 

- J-

J apan 
Knoke tells Lochhead that Araki (New York representative 

of Bank of Je.pan) ia giving luncheon for tolllita (Financiel 
Commissioner of Imperial J apanese Government) to meet 
bankers, etcetera- 4/20/36- .••.•.• • . • .••••. . ...•.•. • . 

Justice, Department of 
Attorney GenereJ. told that IIMJr wants to send Charles Scbwars, 

who has SOCIB "interesting stories• about Igoe and the 
District Attorney's office in Chicago, to talk to h1a -
4/13/36 .......... . ... . ............ . . .. ....... . ...... . ....... . 

- L-

Legislation 
FDR l.J•~arested in paaBiige of three billa only during present 

session or Congrees1 Appropriations, tax, and Relief 
4/11/36 . . .. . .... ..... .. . ...••.••...... •.... . .. . •.•. . ..... 

Bell t.ransaita llat or billa with poaa1billty of passage 

271-273 

33 

15 
17-19 
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Book Page 

Mexico 
Ambassador presents tel egram from Suarez • to be discussed 

with IIJ.IJr strictly confidentially"- 4/14/36 ••• • •• ••••• XXI 94-95 
a) llexiea.n Goverlllllent is in position to amend ita 

monetary law to put in ci rculation 11etall1c 
currency in suffic~ent quantities; imperative 
to dispose. by sa1e:~uver surplus 

UKJr tells FDR (at lunch) concerning Suarea aessage.. . . .. 146 
lllUr tells Hull about llexican Allbaaaador1 a rlsit.. .... ... 172 
Suarez confers with HWJr; also present: Taylor end 

Lochhead - 4/19/J6... .. ....... ... .... . . .. . . ............ . .. . 200-213 
llin t, Bureau of 

Louis Howe wants to resume proof coins; Miss O' Reilly 
discusses with HMJr; copy of lett er to Philadelphia 
Mint, resuming practice - 4/16/36. .... . ... . .... ... .. . .. 176,178 

- R -

Racoostruetion ftnance Corporation 
Jesse Jones will clear shelves before June 1 of any 

securities taken over from Ickes; will also clean shelves 
of other securities as nearly ss possible. . . ..... . .... . . . 172 

Revenue Ac t , 1936 
HMJr, Gaston, and Oliphant discuss whether ID£Jr should 

appear at bearings - 4/14/36.. .. . . .. . ... .. .......... . .. .. 38 

- s -

Scrip 
lleaorandum fr011 George Allen (Com:deaioner for District of 

ColU!Ibia) concerning self-liquidatin& stuaped scrip • • •••• 
Stabilization (arr&nied chronologi cally) 

Memorandum giving immediate policy it Frsnco, in effect, 
leaves gold standard (George Harrison presents memorandum 
to HUJr 4/14/36) • ••• •• •• ••• ...•..••.••..• •• .. •• .••••.••.. 

Knoke (Federal Reserve Bank, New York) gives resume' of 
British official operati ons in dollar exchange, 193G-1933 

HIIJr tells Hull Treasury aay have to let &gland tallc to us 
on question of stabilizati on it France goes off gold; 
therefore HMJr wants to have what happened at Londoo 
Eeon011ic Conference aa it affected stabilisation - 4/15/36 

- T -

'l'a.xation 
See Revenue BUl, 1936 

Trade Agreement& 
Ce.nadat Hull will work aide by side with Treasury and 1a 
wo~kiDg •tooth and nail• t o aake it coae tbrougb - 4/13/36 

252- 269 

128-132 

134.-145 

172 

23 
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Book Pa.ge 

Trade Agreements (Continued) 
Pllillips ' memorandw of conversation with Canadian 

Clu<rg• d'A!'fairea - 4/15/J6.......... . .... . ... . .. . .. . . m 
Memorandum banded to Mr. ~rong by Phillipa •• •• • •• • • ••• •• • 
Meeting April 20 to atate basis upon wbicb negotiations 

are to proceed. . . . .. .. ........... . .. .. . .. . . ... . ..... . .. . . 

- u -

United States SaviDge Bonde 
D1Arcy (advertising firot in St. Louis) e.nd Albert hanlc­

Guenther Law (advertising firm in New York) approached 
by Democratic National Committee to take page in 
Hand Book - 4/15/36 •. •. •• • .. •• . •• • • •. .•• .• • •.•••••....• 

Unemployment Relief 
HIIJr tells l'llR he we.nta to try Central Statistical Board 

in stud¥1ng uneaployaent figurea, aa a result of 
Russell B. Porter 's article in New York Tiaes 4/12/36; 
PDR not enthusiastic about resulta - 4/lJ/36 •••• • •• •••• 

HMJr diacuaaea Porter article at 9:30 aeeting 4/13/36 •••• 
(See pages 26-28 for article) 

HIIJr contacts Dr . Rice and Dr. Copalalld of Central 
Statietioal Board- 4/13/36 .• • . •• •. • ••• • •••.•.••.••... 

HMJr shows FDR chart showing cost of home relief and work 
relief aa steadily rising - that there ere still two 
million faailiea on relief; FDR aaya, "There is something 
wrong and this upaeta se8 - 4/14/36 ..• • . •• •• .• •• .••••••• 

BIIJr also ahowa FOR atete11ent in which Ickes denied 
connection rl tb Congressiolll>i aOTe to appropriate 
(.700 aillion tor Public •orka •....•.••••.•.• . .• . .•••.. . • 

166 
167- 171 

192-198 

175 

21 
23-24 

37 

147 

148 
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!0: Secretary U:>rgentbau .lpril 11, 1936. 

l'JIOI.h Jacob Viner 

Uemorandum on the .lppllcability of Sec. 303 , Tariff 
l.c;t . to Germep Erporta becauao of CitPTM Ournmcr 

U..p1pzletiop1. 

(1) Section 303 providee that when a:QT cauntJ7, etc. • ehall 

~ or beetow ••• 8ZJ3 'bcnmt7 or CTftllt upon the mamli'aeture or 

proc!w:Uon or export of e:tJ.3 article,• then aball be impoeed upon 

the i111p0rtat1on of such article into the United Statea •an addi-

tioaal dut7 equal to the net amount of IIUch 'bcnmty or gmnt, 

llOwever the 118.11111 be pe.id or beetowed. The Secretary of the 

Tnasu.ry eha.ll from time to time aecertain and dete%1111ne, or eat!-

aate, the net amount of each INch bounty or grant, and aball 

de clan the net amount ao detemined or eatt-ted. • 

(2) The prorlaion h J:BndatoJ7; 1f the Secreta17 detexminea 

that a 'bcnmt7 or gm:1t 18 beint; paid on production or e:r;port, be 

caat put Section 303 into operation. lbt caeea me.-r arlee where 

there oen be reaeonable doubt ae to whether particular practice• 

iDVolve the exhtenca of a bounty or gmnt, and in such cnsee, 

the Secrat&J7 of the Tre&IIUJ')' 1a wrel:r justified 1D taldD& into 

consideration th e broader question• of national pol1c7 and in-

tenat in rMChiD& hia dechion. 

1 
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(3) !he question aa to the applicability of Section 303 to 

Oe:nmn exports arises in the mn1n out of some P<Jcull a r aapecta 

of the 0el'ID8ll currency e1 tu.e.tion. fhere are a number of different 

typea of llll\rka, of which all (except • acrip") are maintained 

throll6J1 Government regulation at a uniform and undepreciated 

value in Gert~~U~,y, 'llheree.e abroad onl;r one tYP<J 1a undepreciated 

in value , and the other t7P<Je have different and nu.ctuati.D« 

values accord!~ to the del:l!IDd i n the aat!cet. !he acceptance b)' 

a Oel'IIIIIA exporter 1n ~t of OeDIIIUl exports of depreciated or 

1 low value1 narka 1a subJect to restrictions and l l mi tationa 1• 

posed by the Ge1'1!18Jl Govemment. Since w1 thin 0el'llllii;1 all the 

tYP<Je of marb have uniform value, whereas outside Ge1'!mi1;1 they 

have different values , the German GovenllDeDt in permi tttng a 

German exporter to accept low-Talue aarlca in ~~ tor hie ex­

port enablea h1lll to qnote a low price !A clollars without reduct~ 

hie price !A !!l!U'im. Does the acceptance by a GeJ"CCIIJJ exporter 1n 

p8.11118nt of hie mercbandhe of a tYP<J of marie which baa a depre­

ciat ed value abroad and an undepreclat ed value at home 1molve a 

bounty or grant within the mean1J16 of eection 303t rue 1e the 

mo et l lllportant qu.eation to be answered. 

(4) !he depreciation of the value of a currency h ordinarily 

DOt to be repl'Ud as conet1tut1D« a bounty or grant wi thin the 

2 
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meaning of aection 303, nen though the depreciation tenda to 

ban the effect of promoting the compeUthe power i n foreip 

mar:Ota of the export indnetriea of the countr'7 whoae CU%'T'en0)' 

baa 10 depreciated, and nan i f the pro1110Uon of exporta •• one 

of the obJectiTea of the Government when it permitted or nan 

deliberately broucht about the depreciation, Since the bounty-
' 

countervaHine provhion we.a first enacted in 1897, there have 

been m:a:r occaaiona of exchange-depreci ation of foreip curran-

ciea, but there baa been no inetance of the appllcation or IIYD 

apparentq of contemplation of application of the additional 

dutiea to importa merely beeauae they came from a countey with 

a depreciated curronoy. l:a.ny other oountriea have aimilar bount;y­

countervaillng provhiona, (though aa a Nle diacretionaey rather 

than l:l&lldator;y in form) wt I bel111Ye there baa been no inatance 

of the application of theae prortaiona on the mere ground that 

the imports were being offered for aale in terma of depreciattd 

currencies. Congreaa baa on aeveral ocoaeiona diacu.aaed the 

problem of protecting .American indu.tr;y apinat abnorme.l eompe-

tition resulting from foreign currency depreciation, bnt the 

Congre881onal diacu.uiona give no indication that Congreu bat 

ner regarded the bount;r-eauntervaillng prodeion aa in.:ended to 

provide a remed;y tor, or aa offeri~~& a -n• for dealing with, 

3 
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iliiJ)Orh aold in te:me of a depreciated currency. Io American 

court deciaion can be found which refen tpeclfically to the 

reduction in tho coat !A AA11an to American importon of foreisn 

commodities because of a decline in the exohanee value of the 

currency of the exporting countr,y &a eoneti tut1ng a bounty or 

grant within the meaning of Section 303. Io ground enata, there­

fore, for holding that the &dditlonal du.tiea prodded for bT 

Section 303 are applicable to U!j)orta merely becauae these i.D­

porta are aold in te:ma of a depreciated currency. 

(6) Wa;r it not be held, howenr, that tho German GoTemmant , 

by deli beretol;y uanipula.ting the currency in auch a DBnner aa to 

maintain a unifom value at holll8 for all typee of me.rlce whereas 

abroad different typea of mrlca haTe different Taluee rel&tiTe to 

each other and to foreign currenc1n , and by regulating the per­

centngea of the particular t;yp.. of -rlca which the Gel'lliUl 

exporter can accept in ~nt for exporta, 1a in effect eat&'bllah­

ing a aituation in which the Gen:an exporter can, without c:ban&1nc 

hia price in German marla!, redu.ce hie price in dollars, and 1a 

therefore 'beatowi~~g upon the German exporter a 1 'bountl"' or 1 grant• 

within the meaning of Section 303, with tho int ent of promoting 

German export a f 
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!l!lle peculiaritiee of the Ge11111Ul au.rrenc;r qatezD conaht of 

the llmitationa on the depreciation of the Ge:rman eurrenc:r rather 

than u:tenaion.a of wcll depreciation. It the Y&lue of Get'QU 

marla! of all tnea were pemitted to fall in terms of dollara to 

the Y&lue of the cheapeat type of •rk. and if the Gerc&n &%pOrter 

were left free to accept whatever type of au.rrency he choae in 

~t for hie u;port , Ge:rman export• would be promoted more than 

they are by the preaent partial depreciation of the Ge:rman eur-­

renCT, bu.t there would than clearly be no queation of the applica­

bilit:r of additional duties under Section 303 to importa from 

Ge~. Are there an;y grounds on which a parti al depreciation 

of a currency may be held to constitute a bount7 or grant under 

Section 303, where a complete depreciation of the currency would 

be conceded not to do aof 'l'o anawer thia queation require• con­

aideration of tl'.a me•n1ng of bount7 or grant aa used in Section 

303. 

'!'here are two dechionn of the Supreme Court which are the 

crucial caaee for the interpretation of the intent of the bount~ 

countena.l.ling proYhion in the .American tariff law. In Down.a .., •• 

U, s. (187 u. s. •96) aaide from the definition.a of 1 bcrant,- cited 

by the Court from other aourcee or which it iteelf offered, the 

releY&nt •ter1al h the tindin& that when the Jblaaian GoTe:n~~~~ent , 

Regraded Unclassified 



by a complicated 1yatem of regulation of the domeatic aale and 

export of suaar, created a aituation under which llusaian ex­

porten of certldn .upr obtained aa tho re..Ut of such export 

not on4' (a) tbe lliOne:y paid 'b;y the foreicn purchaser but abo 

(b) a certificate from the Government , which -..aa t:ranaferable 

to other f1U611.r producera, which secured to the holder the rieht 

to aell an equivalent amount of lnl&'lr in the domoatic anrat 

free from exche tax, and which ho4 a n.lue at which it could be 

aold, there exiated a bount:y upon the export of au&ar to the 

&motlllt by which the aale value of the certificate exceeded tho 

amount of e.xche tax exemption from -.bich wna conferred by the 

certificate, Under thia deciaion, therefore, the e:z;porter of 

au&ar waa hold to bave received a bount:y becauae in addition to 

wbat he receiTed from the foreign ~er of hia lnl&'lr he obtained 

acl.di tional reameration frol:i the eale of the certificate which 

the Oovemment ho.d cmnted to him because of the export. 

In Nichola a & Co. v. U. S. (249 U. S. 34) , the opinion of 

t he Court atreaaed the 1nclua1on in the text of the bount;r­

countenailin& proridon of the word • cmnt1 , and stated: 'If 

the word ' bount:yt haa a 11lll1t ed aenae the word tgrant ' baa no\, 

A. word of broader aipifi ca.nce than •cmnt• could not han been 

s 
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uaed. Like ita 8)'DOJ:I1lll.l 0give1 and 1beatow1 , it expreeeea a con­

cession, the conferring of aomething by one penon upon another. 

And 1! the ' so!:lllthinc' be conferred b)' a count17 •upo.n t he ex­

portation of BZl:¥ article or cerclvmd1ae1 a countervailing cl:u.t7 

h required by Pli.1'06X'&ph E. 1 

If thia be e.ccepted aa binding, then it wou1d appear that 

whenever a GoveniiiiODt grants to an e:x;porter &Zl:¥ priTilegea, or 

in BZl:¥ ""¥ by ita effort• creates for hl.m &Zl:¥ faciliUee, whersb)' 

hia abilit7 to e:x;port 1a promoted, the exporter 1a receiTinc a 

bounty or grant within the meaning of the bounty-counterrailiac 

proTiaion of the tariff law. It wou1d then appear that the 

Geme.n Govel'l'll!lllnt , by mintaining for all type a of marlal w1 thin 

Gexm&llY a unifoxm ond undepreciated n.lue, 'b7 pexmitting or enn 

bringing about delibemte}J' a depreciation abroad of aome t7P8• 

of DBt!cs, and by ci:rtng pemhsion, Rbject to limit&Uone, to 

Cleme.n e.xportera to accept in pe.rtial ~nt for their exports 

types of mrka which have a depreciated value abroad thou&h a 

tull value at home, wae thereby beatowing upon German e.xportera 

a 1 grant1 withi.n the meen1ng of Section 303. 

'rhe nature of the actual dechion of the Court in llichol&a 

v . 11. s., the conailtent practice of the ~ree.eury prerloc.al7 and 

nbaequently to tbat decidon, and the abaance in nbaequent 

1 
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Oongreaaional legialation and discusaion of any evidence that 

Oongreea accepted ao b roa.d an interpretation of the mee.nlng of 

1 grant1 aa u.aed in the tart.!! law, 1nd1catea, howner, that the 

cotter cited above f'roal Nicholas •· tr. s. •• mere dictum, alld 

baa no bearing on the illllled1ate question in iasue. In 'llichol&e 

v. tr. s. , wbat waa involved was the question whether the Brithh 

Government , in granting to Br1t111h exporter s of alcohol both a 

remission of exciae ta%111 and a small additional ~nt aa com­

pensation for the extm costs resultln& to distillers from the 

necessity of adhering to the exciae regolationa, was beatowing 

a • bounty' or • grant• . The Court found in the 1\ffime.tbe, but 

onl,y to the extent that the &%pOrter received compensation for 

the extm expenaea in which the adm1n1atmt1on of the excise 

ta%118 involved him. Bad t he Court followed its own definition 

of 1 gmnt• , it sbould ba•e found tbat the remiaeion of exciae 

taxes also conat1tuted a grant , to aa;y nothing of any prirllece 

or advantage conferred upon the exporter aa exporter by the 

ganeml trade promotion e.ctivities of the British Gove:rm:sant, b7 

the -u.~anance of Ughtbou.aes and barbora, and by the protection 

a1'forded to Britiah trade b;y the Britiah n&YY and the aen-tcea 

rendered by Britiah diplomatic and conaul&r officials. 

8 
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From the actual decieions in these two cases, 1t 110uld seem 

that in order to find that an exporter bad received an export 

baunt~ or a g~t, the exporter CUAt receive, in addition to what 

h pBid to him b;r tbe purchaser of bb merchandise, an extra :118¥­

cent from some other source rut contingent upon the tact of export . 

J'rom the wording of Section 303, it would eeem also tbat an ext no. 

~t, to be subject to the addition4l duties , must be a :118¥­

ment toe.de 'upon the DIUJil.facture or production or e%port of aJIT 

article' and tbet a po;ycent to the importer would not be a baunt;r 

or grant w bject to additional dntiec under Section 303. It 1t 

ebould be argued, therefore, that tbe bounty or grant in connec­

tion with the Ge:nren currency manipu.lotions conaiated in the 

maintenance b:y the German Government at depreciated value in l!ew 

Tor!t of llll.lXs which 1n Gel"'IIBJl¥ had tull value as compared to other 

aarkB, the baunt;r or grant would be given to the American importer 

rather than to the German exporter, aDd. while constituting a baunt:r 

or grant, would not be of a kind mk1114 the mercbandise with which 

it was associated aul>ject to addi t1on4l duties under Section 303, 

becauae 1t was g~ted upon the i!llpOrtation into the United State~ 

J'l\tber than upon the exportation from Ge~. l!t>t the cbiet aq;u­

ment ~nat boldiuc that the pexmiaaion to German exporters to ac­

cept pByment tor ellp)rta in aa:dca which are lower in value relative 

9 
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to sold me.rlce abroad but are not lower in Yalue relative to gold 

aarka at home conatitutea a geneml adYant~e derived b7 the 

Getman exporter fro= the D&tu.re of the Oe:rcan CU1'l'eney ~tea, 

and does DOt conaUtute a specific :pa;rment to the exporter from 

aome definable 110\ll'Ce and add1 t1onal to wba t he recehea from the 

pu.rchaser, such as would Jlll.ke hh case pa:re.llel with tbat of the 

llnaaian exporter in the Downs v. u. S. caae or the :British ex.­

porter 1n the Nichola& v. U. S. case. In ceneral, the cloaeat 

pa%1Lllel with the OeJ'IDIUl situation h provided b;r the case of 

gene:re.l or uniform exchange depreciation, and in such caaea, aa 

baa been argued abon, Section 303 h not appli cable. 

(6) The additional duties provided for b;r Section 303 would, 

howeYer, be applicable to imports from Germ~>Z~;r, in the l1&:ht of 

the Supreme Court decisions , in azq ca .. where the ~J'IDIUl ex­

porter receivea, upon export , in addition to wbat •• paid to hiM 

b7 the American illi})Orter, a ~nt from eome other aoUl'Ce. Sllch 

~nt would , in effect, be recehed br the Oenoon exporter, if 

he nre permitted to exc:l:la.nf;e w'bat he received from the .American 

i lli})Orter tor eomething elae at the me.rlcet value of the lat ter, 

and if 1n turn he were then given, b;r an official 8€eDQ', 1110re 

t ban ita .. uicet or ord1nar;r value tor the COIIICIOdit;r which he bad 

t lxua acquired. Tllo tl'J)41a of Geraan tranaaetlona appear clearl)" 

to fall within thh olaaa. 

lJ 
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(a) Tho Getman Gournment ~· intereet and principal on 1/ 
I 

certain foreit:n-oWlled Gorman securit1ea ill pnrt ill • scrip" , _.-

which 1a depoaited with an agenq of the Gormll Oonrnment. rua 

acrip 1a pu.rchaaed by another agency of the Go:niiBll Government, 

) 

the cold Dilccnmt l!Bnlc, and 1a aold freely by th• at a liO por 

cent discOUllt from ita face Talue (or a aliptly leas diecount 

when aold to Go:r:man eli;P()rtera). Scrip, therefore , not only abrond 

but !!.!2_ !.D. Oemeny bat a value which 1a lllbetantlally leu than 

i tt face value in Gormn cold 111uxe. Ex!x>rtere m;y, howner, 

within preacr1bed limite, redeem the ecrip at an official agency 

of the Ge:nlall Oonrnment at its face value in tull-valu.e •rica. 

The Oermn exporter to the United States who 11 permitted to ~ 

ecr1p at a diecount from one agency of the Oeman Goverm:~ent and 

reeell i t to another agency without discount 11, therefore, re­

ceh ing upon Oli;P()rt to the United Statea both pe.;yment from the 

American importer and an add1 tional ~nt from another eov.rce. 

He 11 t herefore clearly receivillj: a bcnmt;y or grant within the 

mMn'ng of the bounty-countervailing proviaion aa construed in 

llowna v . U. s. and Jlicholaa v . U. S., and the amount of the bolmt7 

or grant h equal to the eX'Ceaa i n O.rmn 1'1111-Yalue •llo::l of wbat 

he recahee for hi• ecr1p our what he paid for it, 

11 
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(b) Gorman bonda aell at a diacoun\ in gold llll:dca , or their 

equhalent in foNign currencies, 1n countriea aut aide Gon18J17, 

and thia diacount exceed• tba discount at which tbe;r sell within 

Go~ 1taeU. !he mainten&lce of a penh tent and substantial 

differential 1n the pricea of these bonda 1n gold ma:dca or tbair 

equivalent in Goi1!NlY and abroad 1a to be explained by the fact 

that Go:nmna are ordinaril;r not pemitted to purchase such bonda 

outaide Go~ either with marka or with foreign eurrenc;r. !he 

Gol'!lllm Government, to promote export, doea, howner, gmnt 8})8Cial 

pel'llll.aaion to Go:IU!n uporters to uae the proceeda of tbair foreip 

aalea to purchase Gormnn bonds abroo.d at a diacount, and then re­

deems theGe bonde at their face value, which 18 higher not only 

than their value abroad but alao than their value 1n t he open 

m&rket 1n Gol'lliB117. Since tba Gorsr.an Clonn:u:1e11t conld make .a.ch 

pu.rchaaea on ita own account 1n the foreicn or tba home arll:et at 

tba lower market prices, the exceaa of the p rice recehed by the 

Gol'!lllm exporter for theae bonds over what he paid for t hem 11 an 

eJ:tra ~ent to him OTer and above what be baa recehed from the 

foreign po.rebaaer of hie mercbandiae, and theratore, conatitut .. 

a bount;r or gmnt within tba =e-n'nc of leot1on 303, to tba enct 

of such exceaa. 

12 
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(7) It 1a nCOI!Illended, therefore: 

(a) that when a Ge:EIIIall exporter receivea extm eom-

penu.Uon upon export to the United States OTer &nd &boTe 

wba~ 1a paid to him by the Amerie&n pu'Chaser of hie mel'-

chandiae, it be found that he baa received a bounty or 

grant within the meaning of Section 303 to the extent of 

such extra payment. 

(b) tb&t it be found that Gexman exporters ncehe 

such extm payment when they are perm!.tted becau.ae o! ex-

port to 'tJu¥ scrip at one price in mrka and resell it at 
p ~ 4 

a higher price, or to blq bolide at one price in matb and 

to resell them at o. higher price. 

(e) that to facilitate the &dlllinistration of Section 

303, the conwlar invoice be reY1ee4 , ao aa to include 

apec1!1e questions, to ll'hich answer b7 the exporter 1a ft-

quind, bearine on the receipt b;y the exporter of extm 

coarpeneation !rom aey aouree other than the .American pu.l'-

chaser o! hia merchandhe. 

(d) that to &Told the necesait7 o! appl)'1ng &ddi­

tioDal. duties where the bowlt:r or gl'&Jlt doe• not elearl:r 

1moln 1njUJ7 to American inda.atr;y, and menl:r oftaeta a 

.pecial diu.dT&nial;e to ll'hich the exporters of t he caantr:r 

13 
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czanti!l& t ile bount:r are 1111bj ect aa COCIJI&red to the ex-

port en o! other foreign oountrlea becauae of a relathe 

appreciation of thei r country'• currenc:r or o! other 

t)'})e• o! dhabilit:r or handicap re811lti!l& !rom me&tllll'ea 

adopted tor other reaaona b:r t heir Government , the !rea8Ur,Y 

abould .upport :reYia1on of Section 303 ao aa to malat adc11-

t1onal cbltiea applicable onl:r when the !&riff Coua1 .. 1on, 

after 1meat1gation, find• that ii!JU%7 to Alllerlcan 1Dcblat17 

r .. ulta !rom such bount;r , and that the additiona.l cbltiea 

would leaaen or el1m1~~&te such iliJU%7. 
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~ 11 - (Dictated Sunday at R. M. Jr •s house) 

Saw the President at dinner last night. I found him 
looking exceedingly well. He was in the best of spirits . Saw him 
alone for about half an hour . The President said he did not want 
to tRlk any business . He said that I should only work half a day 
,nd that I ought to t ake long week-ends . I said, Wbow about my 

suggestion to have Cabi.net on Thursday instead of Fri.day• and he 
sli.d, •we will start t hat next week• . Be said,•! have had plenty 
of t ime to think things over and I am sure that the poli.tical 
situation i.s all right and I am just going to sit back and do 
nothing about it• from which I gather that he meant, because he 
did not explain his remark, that he was not going to put on an 
aggressive campaign at this time . He urged me strongly not to 
work afternoons or evenings . 

At Cabinet the day before I told him that Bell and I 
wanted to see him soon about various appropriations which had a 
chance of passing which were over :md above his budget . I gave 
him the menorandum that Bell had prepared for me and he kept this. 

15 

I also told him that Oliphant and Helvering and I wanted 
to see him about the tax bill , that we both felt that everything was 
all right in the Bouse but that we were going to have some very 
dtff1cult times in the Senate and that the sooner he saw Pat Harrison 
thE> better. 

The President said at Cabinet that he vms interested in 
simply three pieces of legislation; the Appropriation Bill, the 
Tax Bill and Relief Bill and, as far as he was concerned, he did 
not care whether any other bill passed or not . 

I reported at Cabinet that we had gotten together with 
the State Department about the Canadian liquor situation and then 
l4r . Hull s aid that somebody from the St:ate Department had called 
up Senator Harrison and told him that we wanted 30 days postponement 
and that Senator Harrison had said that he would not postpone it 
unless the President asked him to do so. Mr. Hull suggested that 
the President call up Senator Harrison about it and he sai.d he would . 

Last night I told the President that we tried our best 
to get his letter to Congressman Buchanan and others about pending 
l~r1slation released to the newspapers, th~t Gaston had worked with 
Early on i t and that parts of the letter had been released. I urged 
him strongly t o write Buchanan releasi.ng the whole of the let ter 
nnd he said, "it is all right as far as I am concerned and tell 
Buchanan so . I f Buchanan wishes to release the letter he should 
call up the V~ite Bouse and they will O.K. it•. Saturday morning 
I called up Bell and asked him to pass this along to Buchanan . Be 
did and called me back and said that Buchanan wanted to think it 
over as he was not sure that it was good politics to release it at 
t is time as it might anger certain of th~ groups on the Hill . 
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I spoke to the President about Sedgwick of Boston as 
a possible Special Assistant. The President knows him very well 
and does not think very hi ghly of him. He says he is not over­
bri~ht . He said he went as one of thP Uasters to Groton with 
the hope of succeeding the Head Uester (whose son- in-law he is) . 
The President thought that Sedgwick was not very tactful. Then 
I think he gave me his real reason for not wanting him when he 
said, "you know Sedgwick belongs to that br anch of the Democratic 
party which is at odds with Governor Curley and at this time I , 
the President, do not want to do anything t o i r r i tate Governor 
Curley" . I said, "his record i s excellent and so was his scholastic 
standing at Harvard" . The President said, "well if you did appoint 
him it certainly would be pleasin£: the int elligentsia of New Engl and". 
I repeated this conversation to E. F . M. and she reminded me that 
Sedgwick' s uncle is Editor of the Atlantic Monthly and was so very 
cri tical when we l ast met him of Jimmy Roosevelt and said that 
Jimmy ought to be thrown out of Boston for the way he acted and 
the t hings he had done. Possibly the President knows about Editor 
Sed~wick 1 s attitude towards his son. E. F . u. said that most 
likely young Sedgwick belongs to the decent element in Uassachu-
setts 1n the Democratic party who sre all opposed to Governor 
Curley. Notwithstanding what the President said I am going to 
see Sedgwick and see whether I like him. 
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April 1~, 19~6 

Secretary Wallace called HU,Jr. today and tol d him that 
the beet sugar growers having been pree~ing him i n connection 
wi th t he matter of benefit payments to the beet sugar growers 
under the Soi l Conoervation Act . Under the Act t hese paymento 
are only about one-fifth ot whAt they were under the old plan. 

They are very anxi ous to see tho President and the Presi ­
dent has asked Secretary Wallace and HU,Jr. to "keep t hese 
people ot t b1s neck. ' 

HU,Jr. told the whol e story to Taylor and asked him to 
handle the t hing tor him. 
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April 13, 1936 

HJ.I , Jr . call ed the President . He sllid to him, "I feel 
nearer like myself today than I have for the l ast f ive weeks ." 

The President told HU,Jr . he would lunch with him Tuesday 
of this week rather than on Monday, as usual . 

HM, Jr . discussed with the President the possibility of 
Fr ance taking action to~ards devaluation of t he French franc . 
He said, " I t ties in with this whole English situation . England 
i s holding up the fr1111c by buying gold . You will undoubtedly 
gel information f r om t he State Department that I would not 3et. 
Anything you get that will throw light on it , I would appreci­
ate your letting me know . We have everything dra•m up should 
France make any move." 

Hli,Jr . asked the President, n·un you do anything on tax or 
relief today in so far as I am concerned?" The President said 
no; everything would have to wait unt i l tomorrow. 

The Secretary told the President that he would like to try 
out the Central Statistical Board in helping him to make a study 
of unempl oyment figures . He said, "If it works out all right , 
then I want to go back to my original i dea of six months ago 
and get them to do more of it. I want to let them analyze 
what the New York Times wrote yesterday about the New York City 
unemployment . The article was by Russell Porter . " The Pres­
ident said , "I hope you will confine it only to statistics in 
wor i<i .ng with them and if you do, they will not prove a d8lllll 
t ~ingl " 
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Apr1l 13, 1936 

At the 9:30 group meeti ng this morning all were present 
with the excepti on or Ur . Haas , who is out or town, and Uiss 
Roche, wno ie attending the meet i ngs or the State Health or­
fleers who are here for two days or oonterencee . 

Oli phant reported that the Ways and Ueans Committee 1s 
not ceetlng today or tomorrow. This i s to give t heir boys 
an opportunity to do some drafting. Ol i phant said he would 
devote these two days to prepare hi mself for t he Senate hear­
ings on the tax bill . 

HM, Jr. told the group that thi s was what he had on hie 
calendar ror the week: "I ~ want to work tonight to get 
m,yeelt in readineee ror a meeting t·ocorrow. I will let you 
know later in the day whether I will have t he meeting a t m,y 
house this evening. I will want White, r rom Haas' orrioe, 
Taylor and Loohl'leac.'. and Oliphant . 1 Ollp.llD.nt said he was 
tied up and suggested sending Opper, but HU,Jr. felt that 
Opper would not contribute anytning and d id not want him. 

The Secretary also told the group that Viner has oome 
through with what looks like an excellent r eport on counter­
vailing dut ies; that Viner had taken a new view on it and 
that he , HU,Jr. wanted t he Legal Diviaion to take Viner's 
report, digest it and then come baok with t heir recommenda-

t i ons i n the lignt or Viner's cnanged viewpoint . HU,Jr. 
said he wanted to get a complete meeting of minds witnin the 
Treasury and would then answer Secret ary Hull's letter. 
Ol i phant said he would be ready to d i scuss countervailing 
duties on Wednesday. (See diary or April 15,1936. ) 

In connection with the meeting t omorrow in the Secre­
tary ' s office, when Ur. Broderick, Acting Chairmen or the 
Federal Reserve Board, Governor Harrison and Dr. Burgees 
will confer with the Secretary, HU,Jr. told Upham he also 
wants someone to represent George Haas and suggested Seltzer. 
When Seltzer oomee to the meeting he i s to have the usual 
charts tor HU,Jr. Tho Secretary aleo said he wanted Golden­
weiser present. He decided to call Dr. Burgess while the 
group was present and the following i& a transcript or their 
telephone conversation : 

, HU.Jr . : Hello. 
Dr. Burgees : Hello, s i r, how are you? 
HI.! ,Jr.: Good morning, Burge sa. Just to tell you 

what this meeting 1a t omorrow -- you might want to sound 
out some people 1n New York today. 
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Or. Burgess: Yeo . 
HU, Jr : There ' s a possibility that we 'll now be getting 

titty mil l i on bill s -­
Or. Burgess : Yes. 
H!l,Jr.: Selling them into December 
Dr. Burgess : Yes. 
HU,Jr. : Beginning maybe next week. 
Dr. Burgess : Yea. 
HU,Jr. : See? 
Dr. Burgess : Yea. 
HU,Jr.: And we ' l l have our figures tor you -­
Dr. Burgess : Yes . 
HU,Jr.: On what our needs are from now until the fifteenth 

ot December. 
Dr. Burgess : I don ' t think I ought to talk about t hat 

wi th these people. 
HU,Jr. : All rignt, that ' s up to you. 
Dr. Burgess : Because it -- there •a a bidding !or bills 

t otls.y, you see? 
HIJ,Jr.: All right. 
Dr . Burgess : And it w~ll give somebody the advantage . 
Hll,Jr. : Well, all right . But that ' s what it' s about. 
Dr. Burgess: Yeo. we know the way out, all right . 
HJJ,Jr .: O. K. 
Dr. Burgess : Fine. 
HJ.l,Jr. : Thank you. 
Dr. Burgess: I'll be there. 
H!J ,Jr.: Goodbye . 

Tne Secret ary related to the group t hat he spoke to Secre­
tary Hull after Cabinet on Friday and that Hul1 had sai d he 
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was going "tooth and na11" to make the Canadi an Government come 
through. Taylor then remarked tha t Ur . Hume wrong was still 
disgruntled and HU,Jr . said he would have t o see 1.1r. Wrong but 
that in view ot the t act that Secretary Hull has t aken the atti­
tude that he will work side by side with the Treasury, Wrong 
would have t o change hi s attitude. 

HJ.1,Jr. called attention t o Russell R. Porter' s article 
in yesterday's New York Times i n whi ch the writ er pointed out 
that s ince WPA went into effect, the cost ot reli ef 1n New York 
City has risen tbout So.' and about 2~ more persono are being 
furnished r elief , the total costs including both the IPA and ERB 
runni ng now about $30 , 000, 000 a mont h compared t o about $10,~J.\NV 
more than before WPA. ur. Porter also ehowed by comparable 
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tables the various types or relief, the increase in the nucber 
ot home relief and assoo1a~ed cases over the number or ERB oases 
ot t he week of April 5 , 1935 and the cost or administering relief 
both tor ERB and WPA. Under the lat~er tabl e he showed that 
New York Ci ty takes care of more people at less cost per man 
while WPA t akes care or lees people at a greater cost per man. 

Hli, Jr. f elt t he normal t hing would be t o have the Budget 
check these figures , but he Just can't load Bell down and do 
to him what be did last summer when he had t o send the man away 
tor a coupl e or weeks to regain his strength. Haas , he pointed 
out, has wor ked so 1ntense1Y on the tax thing that he has had 
to be sent away to build up hi e resistance. ~re!ore, t he 
logical place to check up on t he figures which Harry Hopki ns 
baa been furnishing the Secretary and those wnich Ickeo has 
been supplying would be in the Central Statistical Board. In 
this connectiont he aeked McReynolds to get for hi m t he Excutive 
Order tbat was arawn up about six months ago , under the terms or 
which funds were t o be transferred f rom WPA to t he Statistical 
Board. H!.l,Jr. reminded him that a t that t ime Frank Walker and 
HU,Jr. were very anxi ous to have this done , but they were blocked . 
He again wants to try to this this Executive Or der t hrough. He 
said he had cleared it with the President and t he Presi dent had 
given his approval. 

~.Jr. said that ~era had told him that tne President i s 
transferring $7,000, 000 from Tugwell to Farm Credit Administ rati on 
without giving Tugwell a hearing. 

Tn• Secretary also t old Taylor to contact Jesse J ones tor 
him end t ell J eese t hAt HU,Jr. wants to talk to him. What he 
has on hi e mind is that he would like t o have Jesse, between 
now and June 1 , clean his shelves of •n1 eecur1tiee that he 
has ~aken over from Ickes . He want s Jeeee to be able to snow 
on JulY 1 tnat he has cleaned up all or Ickes• securi~1ea but 
the reason he wants it done between now and June 1 is because 
he does not want Jesse to have to sell any during the month or 
June . He added that thi s dose not applY only to I ckeo • se­
curities , but to any and all securities that he may have t aken 
over. 

Gibbons Vrought in to the Secretary copies ot letters he had 
written to Congressman O' C.onnor about placing a constituent or 
his in the Procurement D1vieion or the Works Progress Admi nis­
t ration . A political angle had developed and intorcatlon was 
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g1ven indirectlY to tr. Gibbons that Ur. Forde, 1n charge or 
tho Procurement work ror WPA 1n New York bas secured moat or 
b1e personnel ~Y contacting Bob Uoees. In preeent1ng this 
correspondence to the Secretary , ur. Gibbonc stated that he 
bad talked it over with UcReynoldo who had eaid he would go 
t o Now York and straighten it out. 

2S 

KU,Jr. tol d Gibbons and UoReynolde ver ymri nitelY that 
be d1d not want UcReynolds to get 1n on any politica l s 1tua­
t1on; t hat he wanted t h1s matter turned over to ~dm1ral 
Peopl es and that Admiral Peoples could keep b1e own•nelt olean• 
s i.noe be was •no baby" when 1t came t o politics. 
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NEW YORK TIMBS - April 12, l9S6. 

RELIEF~ HERE:t~~:NJ ~:: :::=:~ ~.::: := 
120.010,too t.o Ul.ooo.• a ....0. rtect work.,.. will k A..;' · .. 

INCREASED BY 50% ~:::-:;:-;~~"!;:~ E! :-:...~ .:;:u~.;; 
S~ ~ART OF WPA 

ERB t.ctMd lt.. ,.._lc oo AUI· t. April t Lb.tr. ..._,.. Jll.llt. 
1... 0o lbat Ute tte ro.tu of A coeapU&Uoo ot aU ntMt c--. 
fa.fM atood. u foUowlJ ; both WPA and EJ\8, u ot AprUI, 

Ho-e nU1111l • • • • • • • , •. 221,411 UJI, tb• tno.t ,_.a.t .. tt oe whk'b 

lllle ol25% In Number GettfnJ 
Aid Alao Shown by Survey-

Worlt relief . • •••••• •.411 both ncur•• ut a..nu&t, uut U.• 
8upp .. mtntarr Hllt.l ..... Jl,Ml ERB pMJc load ronow.: 
L<>eol h.,.l_ • • .•• • • • • 8,381 A':fal• A~rlll, 
T'l'lln.IIOn\t , , , , , , • , • • •• • 8 ,tTI . • til. ERB bomt rtll• f, Ao.W,M6 JOO,I21 

$30,000,000a Month Spent. T•••• ................. w,w ~ ~.~~~ .. ~~~!~~::: ":~~~ *:iN 
I Tht tint to be t.ra.naluntd to - -­

W'PA w•rt lbt wor'k,.,..Uet CUH, Total • •• • • • .. • • ... ua.aaa .aG.ITf 

EMPLOYMENT LAG SEEN IOftlb .. wllh ,. • ...a tbo....,o •••· to lh• •bo•• toblo u.o worau ,... 
relltf a4rnlnlat.nUve; employ ... ""' c.a..tu art ...aaotct to ERB l,.. 
Hom .. ,.lloef C1U1N were thea t.raJ»o ·~ Of WPA.. A.lt.hOQib \htJ' WUt 

Min Carr Lays Situation tote,.,.. to WPA ID ecrc dence wttb ordued trt..nlf'..,... to W'PA on 
tt.e ablll~ to ablorb them.. Aq. 1, 1NO, alB eonUo\Md to 

FactJobsHneNotKoptPaco s,. Nov. u tho......., .. or-. .. can71homon '"rolla u or A ... t 

With Add..! Production. rolltl ..,.P..,_..,.. "' WPA Jobo --or tho oooi'U\Otl wbkh ...,. 
bro\CI'bt the toc.a1 e.&~~e _.. OD a.om. roa:n.4ed. liM ...,., ..,.. of WPA, 
...U.f uc1 .uppJem•taJ relief 4owa wbu U.ue wu IIIIQC.b 4elq ta ~ 
to .... 111, with Lbe total or an EB.B till& aMJt to work u4 ,.tuq \belr 

DEFENDS WORK PROGRAM - '"'*· -n.....tt.r tt - Ft4•rol poy •'-"'· 
to IDe......,. aa4 bu ccmtlnu...S to In each lu'-Uet t.b• tottJ num.­
n.. •tM.dUy. ber of ca.Mt ana.tt lN q\Wlfted by 

Saya Rettoration of Dole Would The lat .. t C.R8 nruru an.Uabt., tubtractma Ult nu.mber or 11.1P"PI• 
• thOM tor tbe wMk ert4ed April 3~ menta.ry rtllt.t ......., ThtH .,.. 

Create Grave Soctll Problem tt3fJ, thow \bat tbt total number euu whore a work.r on WPA, or 
-Otn1n ERB trrauda. ot relief cuu hu lnenued to 200 .. prevloualy ID lht wol'kt dtv'IIIOn of 

- • ERB, reeelvu or r.ce1ved a..n eddt.. 
.,.t, dl•tr1buted u follow•: Uonal home nUet aliO'If'anc:e tor 

nome rtll.t •••••.• ••••••• 1~.• •JM~etat reuon1. 
8upplemt-nlary re11et ..... 12,MO TbJt rtvea tht foUowlnr rttultl 
Loc:al homete ............. u,015 TotAl outt 
Trant ltnlt , , , • , , , , • , • , , , , O$l ApriJ 8, lOM • • • • • ,.,, ., •, •••• 18.214 

Aua. I, lNt •••• ••••••.•• •• , Ja2,2t2 
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tlM oh6 plld •1!2.142. a.ad t.ben,.ure .. &Att.t&d of b::la'.utQI. polat. .......,.._ .,.... ~ waaw m 10 oe ,... 

:r......, ud ltate ~c.ou1 \hat. w.ta .. aDd prodvcUoD u.r. 11o1t ot u..m 10 ~ tero 

au.--. l~ b&•• DOt btu aecGID" rfb&e .. w ......,. WON .......,. 

la .JaiJ', U.. the aaoatll wo ... 1Muskd b)' Pf'OJ)OrUo~ Inc.,....."'-~ to •PPb' •• 
WPA went lato efttOt. tbe ERB~n r .. mployment.. Th New York lloD\e loM1' a.octat.d: 

budltt wu lll,tlt,IIO. ot whlcb IJtate Dtpa.rtment of Labor factory penou c. 1 

t.be cUT'• eb&fti wu S&.oao.OTO, and .mploymea.t tndu tor New York wltb &J\B Oe14 work, bowevv, ,.... 

lh J'..cieral &Ad 8\&\.e 8b&r• 11-.. Cl\y, abe t.mphui&M. 11 now oalY port. a notJee&ble dltftr.oo. le lbt 

~~· __ ........ _. 1-.. pu ctnt. hlabl:r thu a ,...,- Utltude of applk:aatl tor ...u.t u 

•- _._ 111-.-' 4ropM4 18 &COt .aA4 .. Jll4 per et:DtJowU t.ba.D CIOMP&&"'4 'tlll1th a ,...,. or two .... 

AU,I'Ul. 1t3&. to IU,D,OIO, of t10rmal empJoraMat bet..._a 11'2:0ln lh ... d.rd• tt .. Mid. tbat nUer 

wbleb U.. dt;y'a •han ._... II.~ •. a.o4 lt:rT •ppean to haw .,._ made •• ,.. 

Itt, ...t tho ab&no ot tho J'odor&~ ... ,.,.Rill th\vlo"l'.'!tnt or tho nllot•poc:toblo" ID u.. J>llbllo mtod ond 

ana ltat.e Oovaramenta ll.t&I,TIC. to&a;· u~r oat, toe m01t llpltl·that tbt •ham•laoed, h...S-haftc1n1 
r or Febi'U&.l'J', JIM, the ERB eoet cant lndexle the employment lndes.appe~~ra.nc. whtoh tormvfr cb&rao­

$1,.MI,OOO u4 tor Ka.rcb. •• tal.OOO beb..UM a n.. lD produc:Uoa. JDQC..rl&.M D'IIOIIt. a-ppUout.a at bOliDe,... 

011 ...... Ia · ·-- bt dU.tobe\ter procluetJoa ...tbo41Uel dift.r1cloti'ICM ll QOW IDOdl tMI 

The ERB bud.att tor A.prtl, 1• &Del t\Uklme or OY~ work tor com..., 
tt 11.4.2&,000. o( w"blcb the c.U.y'• worken .trtad.y uoploy.S " 'DtaJel, .,...... lD ZBB 

tbare ll ~.'71t,600 a.od. tbto Bta"'' /Lt to why the bo.me r;Jief Ioadj 141 .. Oarr dent.. empb&tka117 

•hart lt 18,M0,600. UDd.tr tbt bat actually bMn lncreu.lnc ln thecha,..ea tha.t eome poereone an 

pn .. nt &.n'Ul,ftmtnL the city .,.~)'1 put lew months detpltt WPA ft'&l.ldUltntlJ' ptUnc home r.llef 

eo JMII' ceot IUld l.ht lta.le 40 Pel' Kl• C&rr _,. lh&t ERB baa nol wb.Ut lMY or mtmbvt of t.heir 

cent of &R.B OOIIt.. wbenu ...., ~ lt.a ,....W.Lionl for ellP- tamDIM are wwldq 011 WPA.. The 

WPA the J'ed..,.tJ Ocnowlu:Dut oaW b11Jl7 lO nller alo« WPA came ea.rtM ~ MtYiee Of JCJt.B. 

00 pu c.nt aDd t.be stat. aod d~ Into bt:IDI· Tb ... rulel require that abe ... ru. m.U• well traa4e t.-

23 Ptr ~ent eacb. the appUc.tu. prove dttlltuUon. poa.tblt. 
WPA • fXPendlllU' .. tor Februa.ry 1 Oo.ru.equenlly, the new appllcallou Bht u-plalnl that tbt u .NO poe,. 

were •18,479,100 tor PIYl'Oll andl tn Neant months, tbt holds, mean t~nn• now r.celvtn• ml'lni-"1\'•­

JJ,-101,&16 tor other •-pend.iftc, In· lhat .o many more panorw b&••Fme reut.t m ao.cuuon to tlOIQU!il 

cl\ktfn• materlall, mait:Ua• a total eot:Ot t.o lht t.od of tbtlr ~ A or othu jobe &re e:nUtled to 

af-rf:l ":'.~.b total eoet ot ~::11!T'.a oblli'td to appty foe ao eo. Whe.a • mem:ber ot a bOcnt 

Nttet a.ad work "'::.Jet 1n tbt dty lila carr aLto polo.U out t.b.at Lh reUtt t&mlly il tn.D&t._,..,.. to a 

wu: K-.yM's Com.mlu .. on Unemp1~!WPA Job paylftl' at ltut $2 1..-

WPA .................... $22.182,8t& ment ReUtt In tt.t report. lut yMrlthan the tamlly'l homt rtllet 

ERB • • • • • • • • • • •. • •...... 8,&Q,OOO NUmat.td, on tbt bult of a tunroy ~udatt, n lJ explained, ERB on apo 
_ •~•-. by the Ru .. u Sa.ge ll'oundaUoo, pUoaUon euppJeme.all the WPA 

-·-- tlaat about 1,000,000 men a.od -~~ to tht utut of Ute dltfe,.. 

'nle WPA payroll went dow. to attn al>le and WIWDI' to work wer. 1oce Mtwee. t1:&at. ....... &Dd u.. 
I11,W,I11 I.a. Ma.rc.h Meau..e ot tM UM.mpl~, repteMat.lQ• ... 000 pN'rioua ~ rtUt.t budcet aliowo­

dltm...._l ot workerw b~,tt t.b4 eo• tam.lll" a nd about 2,114,000 pe:r- aA~. 
p-.yrotl txs>ondltUrtt ior tbe month totu. Thlt, .tit adct., thowa that J'or uample, a ra.mtly ot tu Pf-"" 

have oot yet been computed. hunilrtd• of thou .. ncb Of unem-tont on home nlltl Ml6ht r.etlvt 

Dtt.,Ue lbe ri.M In home relief ploytd pt.tiOn.t a.n4 thetrdependeo.tl $81 a month. A membor or ruch 

cuee te tbt put ltw moot.bll, t.bt were not on rtilet but Wt.rt Uvi.DJ famlty mlabt bt tranaterrtd to a 

E.RB bud&t.t bu lMot.n. kept down wtth rt&a.U .... a a.D4 frit.D41. WPA job p&YiQI M0 a moat.b. ER.B 

,,. the d.s.amu.al of ~ t.baft 11.000 ._.. .. q..llfJ' for WI' A. would liMn ~-.... w~lal'7 reo 

admlnlltrath't •mplo,a atnc.e WPA . Uet &.o the t::~Cte:Dl oftlT a monO.. Ia 

took over wor:: relit f . On AUI. t. WheD WPA wu .tart.d Itt ~.addition to about It a month &1~ 
liM· JZl\8 wu p.tyt:n• :.s.f61 ad .. ladoot proYidl.n.r lht.t ony lhOM Oll anet tor tht empiQytCI member tor 

JnlnfetrlltiVe employe~. It now baa the relief rolltl could Itt WPA Jobe, eloth.lnl, ct.rfa.rt to and tTom work 

only u.eoo of lh'" worll:ert on Ill ucept tor ctrtaln skHitc1 oocupa.- la.nd lune.heon on actual workln.l' 

payroU. Seve.,.... thol.aa:Dd Wtl't Uorw, e&UMd a nub to quaJ.Lf7 tor d.-;ya. 
la..lta onr by WPA trom the old '!PA. JotNI by aotq on nlltl. Lut Who two mt.mben or a tam.Uy 

wotkt dh1tlon of DB. NOftll'lbtr. u a rwult of tb1a llltv- haw. WPA Jobl no .upp.kmfttaJ7 

WPA cu. fil'ui'M do not differ- a.Uon, applleauoru to:r nllet rc.e re:u.t Ll allow'ed~ 

tnUatt between rtlltf t.nd non·r• from tht p,...vlout av.,....., ot t,OOO Otbtr c.... tn'I'OJ'Yt wom9D work~ 

Uet workttt. Btoeauu of tht tack or '7,000 a WHk to 10.000 to U,OOO 11rt1. wt.n recsJla .l~i!ASl 
or ekUJtd worktrl on reU&f roUt In & week, althoUih the rate ot accept-- nom•hli•..,. a&.iY ~.; 
oertaln oec.upatJon• WPA ,.,... pe~ anee eonllnutcl at about 00 per cent. bu found ihat thetr eara.lDJ• art 

mltt.d to op.at uP to 10 pe.r ct.at " Many appUe.antt." jt it •kl at tnadequata fM lht eu.oport ot them~ 

Of ooa-relkt wo:rktn OD mcJ1.t swoJ.- £RB o~. •·traaldy told "' t.bat .. lftl a.D4 tbelr t~ llolft Of 

ec:tt &Ad up to 2S ,., oent oe a.rt. tbey wen ..-..ktac relief Oftb' to tbeftl are ~ Ht'ft.lltl. tac'tory 

lheatr. a.n4 timllar i)rojeett. lt lt caua.ttty tor WPA .JobL 8onM added.wo:rktn, de:rb,. j&nll,..... a-' 

uplaJ.ntd a.t WPA bea.dctua.rttrs that lbty bad beta Uvln,. wttb n.t.. other Hrvk:t employ•. Jl.aJ17 ..,. 

that tt• tlatliUcal dlvbloo ha.s net tlve• or friendt, who did not '" part-elme worktttl. Three-tou.l'tbt, 

1\,M Umt to ma.kt thlt brea.k~own, wby tbey 1hould not t.akt Ult oppor- accordln• to ERB, :rtctivtl~ lbln 

but It la pa.ra1l7 btllend In In• tunJty ot plll,nt" Oo lbt WPA I*Y.. ,as a wtelc:. 

tol"'med. drdte. that about JO pe_r roiJ wbtn 10 many KO'*U"1lJDenl jot. WoUd o-u.· .. tale WP.& 

oe:nt ot WPA w«ktn did not eotae we.re bi.Jq optJMd up~ We 414 
from r.lle.t roUt. .. ,..... lbt c:ut J'loOth.'lq to eacourap t.bil liltua.Uon, Yt. Can aJ"'''M f<w liM eoatla• 

In tht tileS work• dlvltlon of J:R8. ttut we could not 1top lt. All we anoe: ot WPA, p,_aJdl.n,f lhat a 

lft any ennt. aU art bt.lna paJd by could do .... to laveaU1•tt lbor- eerlout aodal problem wtll rautt it 

the IOVtrnmtnt. OOM'ttpondlnt:l)', ouabl)' a nd apply our rtCUIIUou \ht pvtmmcnt l•llt to proWidt 

lbe M.OOO new C&Mt ld.nee WPA bt.fon 1:ranUq relief." work tor tht unemployed. .a.d ltLI 

came tolo Mtn.r ..,.. not all new 10aa C&r:r 1tro~7 nJtc-tl tbt them remain icllt Oft bome nllet or 

reu.r u... but ...,.. aU add.IUou tbeor7 or criUea ol lbt ....aw .,... \he doJe. UnlNI tbt ao-.unment or 

to UM (IOID}>b .. l"ederal. Stall: a.M. t.m wtlo .,..,.. tbat tht ...-l prtvate lodostrY P~ wol1l r• 

city IGni"DDDtDtal lturdte Of ear1-qeeem ol IOftnUDUll Ud, ~ lhe aaemployed. 1M ~. mD.llou 

for WPA aad I:J\8, 17 aiDe. WPA wu.carted. baa ~Dade Of former workera wtU "-" &Mir 

...,., ... _...___. "._ It too ....,. to a•t nu.t, Me brokla :work Ubjtt aocl becocae unempiOJ'• 

_,_. -· Iowa ataadardt or lAdeptDde~ aa •bit. 
lllll Cbarlotll & Carr, EIUI tbe put oC tbe pu.bBc aad bu ... Aft IDOOUrllliq Dote it tlruoek b1 

......U.. 4lne:t.or. lo ..,.......oovapd people to 10 • nUel au. Carr ta empbulat.Da t.ba.t new 

wt&1 t.oca1 W'PA,..atlt ._ ........... DOt ~ ~. apptk$"-' tor f'tiMt baYe bee..,.. 

Mil ............ , 11M - ... *'ll ... ,.,.. eue."' .......... ~ .... tbe ··~·of cu. 
.... olt nllef ......... tacrnt:. 
ia. n.Uo to •nlkeUOM 1.%0 ~ 
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ftw ...U. II:DmtdlateJy att41C" WPA 
t.D.Dcnmce4 ln. No•embtr t.b&t no 
lllON jObt .. ,. a•1aJ1able, appUca-­
Uou tor relief Mpa to drop. l'rotn 
I:DOI"e thaa 10.000 a WMk, -...ey ban 
oow t.al&en to 2,116 In the ,.,..k 
eDdiaa A,prO 1. ltae. Ia the ame 
.... lben wue 2 ..... ,...ppllcao­
Uoaa frail pereou fvnu:.rl)' on r. 
llol. 1'o - 1M poobka> Ol l­
atr.w the)' coa.14 JSOC. let back oa 
...... u ....,. took ....,.... ~ 
wblcll mJPl ............ ,. -ponry. 
ERB a1.-. a leU.t:r to '"'1'7 Pl-1"108 
ta.JdaC wc.b a job ·a.n4 relutat. 
h1m wlt.b.la t~bt houre attn 
be .,_.... with lh.t letter at tbt 
oad o1 U.. jol>. II to-lloo 
t.bowll him .UU In n.ed 

AJt.bOU'b t.b4 ~nt dlalm.laal of 
tbouaDd. of WPA wotktrt h&l 
MDl IDaQ7 back to ERB tor rt.ln .. 
et&tement, WPA. and ERB ofttc:lala 
.,.. oooPtraUna on Lhl1 probltm. 
Tba d.eclalon of WPA to r.lrwtate 
dilmllrMd workera Wlt.h lure tam­
Wee, and to oontlne dlamluall 

y to alnale mall and othen 
wt ut dePtDaenta le u~t.t4 to 
~ tbta eltuatloa. 

l8 
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TREASURY DEPARTMENT 

WASHINGTON 

Aprll lS, 19156, 

!WJBAIWJ( lOR MRS· ILQTZ: 

I aa attacbia& hereto the copies or letters to 

CoDp-euasn O' Connor, or law Iorlt, that I diec:uesed tJU.a aorning 

with t be Secretaey at the 9 : SO aeating. 

As JOU rill notice troa the attached !U., I 

wee able to locate Prsnlt llcllelq 1n the Proeureaent DiYieion or 
the llorka Procreaa •daln1atrat ion 1n Raw Iork. llr. llcRa~, who 

ia a World liar Veteran, 11 an arrested tuberc:ul&r as a reeult or 
bU .. nice, ud as the position to wbicb he ne &aaiSI\ed waa in­

doors, be could oot continue 1n -· Captain ColliDe, or .&dmr&l 

Peoples' o!rice, sdviaed ae tbet llr. Herzog, who is 1n cbsrge or 
the Works Procreea tda1nfetrat1on in tbe State or New Iork, could 

place llcllelq 1n an outside position in bia organisation. I con­

tacted Vincent Dai187 1n babel! o! llcllelq, but be wanted -

aeeurance that we could persuade llr. Forde, wbo 1e in charge o! 

the ProcureNOt wor k !or 11. P. A. 1n .New York, tbat be should ben 

aoM recog!UtiOD 1n llr. Forde ' s ortica. Be 1naiata that Forde baa 

secured aoat o! bia personnel b7 contectin& Bob lloaes. 

Tbe particular thing tbet I spoke to tbe Sec­

retar)- about wee the ! aot that I bad preYioueq diseueaed this 

aatter rltb llr. l!eBeJDolda, wbo tbougbt it would be well !or b1a 

to Yisit Forde's o!!ice, and without attecbinr I.IIJ' poll tical 

eigni!icsnce to eaae, to diaeuas tbe aatter o! personnel 1n 

s-erel with Forde 1n an endeaTor to aacertaiD whence be secured 

aost o! his pareoJtDel.. 

11111 JOU please r eturn the attached !ile when 

it bu s ert'ed JOur purpose? 

29 
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January 28, 1936 

Dear John: 

Referring to your telephone call 1n behalf of 

Fr&nk McNally of 56 Seventh Avenue , !lew York City : 

Ca~tain Collins advises me t hat at his request 

Mr . Forde had McNally call on him and Forde regards him 

as very high class and hopes to be able to place him 

30 

within t he very near future . Captain Collins bas assured 

me that he will fol low the matter up with Mr . Forde, and 

I in turn will follow it up from this end , so that I hope 

to see him placed without much delay . 

Sincerely yours, 

(Signed) St eve 

Hon. John J. O' Connor, 
Bouse of Representatives , 

Washington, D. C. 

SBG/hm 
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February 15, 1936 

Dear John : 

Referring to IllY letter to you of Janugry 28 

rcgard1ne Frank llc~<ally, of 56 Seventh Avenue, New York 

City , I am glad t o advis e t hat captain Collins informs 

me t hat McNallY has been placed as a Voucher Examiner 

unl'\er Ur. F::rde in New York. 

Hon. J ohn J. O' Connor, 
House of Representatives, 
l'lash1ngt on , D.C . 

S1ncer··ly yours , 

(Sgd) Steve 
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Februnry 29, 1936 

Deer John : 

Thank you for your letter or February 26, adv1o~ 

ing tha t J oseph Flanagan, Jr., h&"been appointed a 

Deputy uarsr.al in New York. 

I no~e that you state you are particularly in~ 

teres ted 1n t'rank l.!cNal1y . Under d&te of February 15 

I wrote you advising that I had been informed that ~. 

L!cUally wna placed as a Voucher Examiner under l.!r. 

Forde, t he State Procurement Officer. 

Sincere 1y yours , 
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(Signed) Stephen R. Gibbons 

Honorable John J . O' Connor, 
House of Representatives, 
washington, D.C. 
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Apr il 13th 

Charles Schwarz, one or Kr . Gaston' s publici ty men 
i n Chicago, came in to see the Secretary yesterday and told him 
that the District Attorney' s of fice in Chicago i s filled with 
a lot of crooks . JAr . Morgenthau called the Attorney Gener al 
and told him that he would like to send over Wr . Gaston and 
L\r . Schwarz who have some very interesting stories to tell hi m 
about Igoe and his office . H. U. Jr . felt that since Schwarz 
has proof that these stories are true that the Attorney General 
would want t o Jmovt about them. H. M. Jr . asked the Attorney 
General whatever use he makes of the i nformation Schwarz gives 
him t o pl ease protect Schwarz as he ~omes from Chicago . 
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April 13 

The Secretary entert ained at dinner last night in honor 

of wr . K. P, Chen, head of a delegation or Chinese bankers and 

government officials now in this country . Mr. Chen is managing 

director of the Shanghai Commercial and Savings Bank and a mem­

ber of t he standing committee of five of the Currency Reserve 

Board of China . Others of the delegation, who were guests at 

the dinner, ~ere Mr . P. w. Kuo, Director of the Foreign Trade 

Bureau of the Kinistry of Industry and President or the South­

eastern University at Nanking, and Kr. Y. C. Koo , Sub-Manager 

of the Chung Foo Union Bank and Counselor of the Executive Yuan. 

The guest list also included: 

Ambassador Sze, 
Speaker Joseph w. Byrns, 
Mr. Shiu Lao, First Secretary of the Chinese Embassy, 
Mr . Ling Tsui, Second Secretary of the Chinese Embassy, 
Senator King, 
Senator George, 
Congressman Ham1lton Fi sh, Jr . 
Congressman Sol Bloom, 
Mr . Joseph P. Broderick, Acting Chairman of the Federal 

Reserve Board, 
Dr . Stanley K. Ho~nbeck, Chief of the Division of Far 

Eastern Affairs , State Department, 
Mr . Maxwell U. Hamilton, Assistant Chief, Division of 

Far Eastern Affairs , State Depa.rtment, 
Mr . Ylarren Lee Pierson, President of the Export-Import 

Bank, 
Mr . Robert V. Fleming, President of the American Bankers 

Association, 
Mr . Martin R. Nicholson, Treasury Attache at Shanghai, 
Mr. Herman Oliphant, General Counsel of the Treasury 

Department, 
Mr . Wayne TaJlor, Assistant Secr etar y of the Treasury, 
Mr. Henry Korgenthau, Sr.~ 
Mr. Ar chie Lochhead, Tec~1cal Assi stant to the Secretar y 

of the Treasury. 
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!ho hcre\ar7 requoHA Aaohte.at hcre\ar7 fatlor, llr. B. D. 'lbUo, 

u4 llr. .t.rch1o Loc"ood to -•t o t llio b-. a\ 8a30 PM to 41 oouo Uao 
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proloa\lo propooalo Gioh aieh\ 'bo -do -,. llr. 1:. P. Cbe of ~ Clliaooo 

f1aoacial aho1oa, ud what ~ aU1twlo of tho !roan17 Dopar-.a\ obolal4 

'bo towar4 tbooo propooalo. !bare wu a cnoral 41ooa.ooha of ~ Clliaooo 

aoao\ar7 •70'- P4 ~ 41ft1GIIIl \1oo aa4 '1111Cortala\1oo w1 til which U ho4 

to coa\OIIld.. !ho ollnr poliO)" of ~ UaUocl S\a\oo 111 rol&t.1oa \o ~ 

Clliaooo probl• ••• alao 41oouuod. 

oa\or ia\o a ooA\rac\ \a parohaoo all .ao"llll\ of tho a1llioa O"Gilcoa of allnr 

each aoatb for ~ .--aWa& aoa~ of 1936, bocinS~~or with Kq. ~ prico 

of tbh ailnr to llo tlxocl .. oh -ua a\ ~ ra\o of tho dq or aa anne-

ra\o onr aa 11pprepria\o por1od. Bia r-a• for \hh 4oohloa "re a• 

tollona 

( l ) !ho purohaoo of \Ilia _, of allnr 'llftld ban ao part.1GIIIlar 

ettoc\ ou wq or \ba o\bar 01l \ba aoAO\ar7 pooi\loa of \ba Uai\ocl 1\a\oo, 

'llll\ oa \ba o\bar baD4 alp\ balp to \14o Ch1Jla nor \ba orU1cal ~r1o4. 

!llo real tach colllllleralac Clliaa'• pooi\ioa aa4 allili\7 \o aaia\aill a aaup4 

ourraq aro on..-17 41.ft1GIIIl\, 1.t ao\ 1apoaoi\lo \o o~\ala, P4 la Uao 

11~\aacoo aa anuc-\ for Uao pvohaoo of a larp \look ot allTV 

fna Ul• atp\ 'bo 41ft1nU \o JuUfr. 
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(a) tu 11lftr I'Velhaae ..,., •U.n•• ell4 Urec\a \1M !ftanr7 w 

pa.roMa• eUftr -u1 1\ eqaale -r. ot Ule -\al7 neerna, or -\11 

\lie pnoe rw.obe• tt.at, 10 tba\ the pu hue ef a reeeou'ne _, of 

annr fraa Olaiaa wGU14 H lA kllep111C with the wru ot Ut.e 1111'er .Ao\. 
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April 13th, 1936. 

Dr. lt..rt A, llice, Chair..n of t.he Central lt&thUC&l 

!oerd, Dr. If. A. Copelud, of the Central Ste.thtlcal lk>ard, 

Dr. leltser, Kiu Lonipn &114 111' . lfclle7Dolcla •t wlt.h the 

Seereta%7 at 11 A. If. llon4q the 13th. !he 1eoreta17 

uplaille4 that the intonation aYa1lable rlth reepeot to 

relief act hi u .. of the Feclaral Gon~nt, u well u atata 

&1111 ~clpal con1'111118nh, 1JI41cate Ulat aUh~ buineaa 

act1rtt7 h illcreul.nc to a condclarallle utant u4 prhata 

e.pl~t h incraaainc al1&btl7, the relief nrctaa 11 aho 

1ncraaa1JI&. J'llrthazwora, he poutecl ~t that the coat pu 

peraoa on rallef npl07MD\ h lncraul.nc rap1417• !he 

Becrat&1'7 •ltJilalnecl What 1nfo~tloa alone thle Una heel bae:a 

ptharecl b7 the !'raullr7, ao!ar Kiu Lonipa' • 41ract1on, u4 

ukecl that the Central StatUtle&l :Board '11114ertab to pro4w:a, 

or hen pro4acecl for thea, reliable &114 currazat Wo~t1011 

u to the n~er ot people on wol'll: relief u4 h- rallaf 

in the n.rl.~ etat .. , COII!IlU&ble in acope &114 forw to the 

fiiWICW atat-ta Oil -ra-c7 approprlatloaa tarll1Ue4 

h1a 111 teD-4q parlo4• b7 the !raaftr7 Aec01111h Office. 

Dr. :Rice prom1aa4 to etudT tha probl .. for a 4a:t or 

two &114 c01111 back to 41aeue lt fUrther with the 8eoret&1'7. 

!he lec:reta%7 offered Dr. :Rica aeeletuce b7 llh• Lonipn 

&114 &117 other 'l'real'lll')' pereollllel now c011118Ctecl with thU work 

tbet be lll&ht require. 

llalpc 
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to: !be Secretary 
rroa: li.I .G. 

ur. Oliphant waa 1n your off ice when I c~e in at 9:16. Tau aaid that 

I bad talked to you on the walk down from your houae t hia morninc about 

whether you ahould l!ppear at the tax henrJnc- and that I baot aaid I tho'QC!It 

1t important that you ahould appear, t he reaaon 'beiliC that newepaper •a 

ware al ready expreaaillC the thollcht that :ron were del1berate'l7 a•oi41nc \hoi 

hearince and probabq 1had TOur fil!Cere cro .. ..t• on the whole plan. I 
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repeated that I had. that opinion and •~~t:i:iii~~Ef!:::&lm•.-1111 that I ~ 

thought we would not ,;et a aathfactor,; bUl unleee 1t wu made aa plain u 

poaaible that the proJect re~ll7 had t he Adminiatration'e backin& and wae 

not Juat a pature. Wr. Oliphant then aaid that thia co'la14erat1on put a 

di.fferant face oa tha -tter and that he \bouCht TOU out;ht to appear. Iu 

not edYhiliC you t o pt i nto 1t he had 'belli th1nldnt; mainly of t he p~aical 

atra1n1 to which :ron would 'be upo .. d . You aaid that we would be mrpriaed 

to learn t l• -• of ao""' of the people who had ad•hed ;vou to keep out of 

U , ciYiliC aa a reaaon t he harcl that it would 4o to your fUture . I aa14 

I hadn ' t conaiderec! that an,;le of it, bee- I knew you woul dn't ci .... it 

an,y conaideration. and t he only arcument agall'\at your appearing t hat would 

hi<" an,y real weight would be the pb,)'aical one. You 8a14 that aa for that 

you were feeliliC better nery 4q and were able to de a lot of wo~ and that 

we 'both knew that tald.nc care of TOW peUUcal future -t noth~ whaW... .. 

to TOu; that our object here i n the treuury waa to de the job. "fe then 

diacuu~d t l" preparaJiion of TOUr eddraaa to the senate coardt\ee and P1l aaid 

70U tboucht TOU abould hawe -tarial to .. ,, - of t he prinCipal arc-n\a 

a,p.i n at t he plu. You hoped to ha" a chalice to apeak to the Prea14nt abollt 

l t at lunob todq; tbouch he would be 11l a hurry on account of t he ball c-. 
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AprU 14, 19:56 

Ambassador Sze , ur . Chen, Ur. Koo, Ur. Taylor, ur. Lochhead 
and Ur. White !rom H~ae ' divlslon, met with the Secretary today. 

Wr. Chen presented the Secr etary with various memoranda on the 
Bank ot China, Central !lank ot China , Farmero Bank, Bank ot eo=un1-
c •ions and funds ot tl".e Boxer Indecmity and agreement with Otto Woll! . 

There tollowa a repart ot tho diaoueeion: 

Mr. Chen: The other day I gave you a memorandum 1n behalf 
ot Dr. Kung. Have you any question to ask in connection IVith 
that.? 

H!Jtr. : tro , not Just now. I thougb.t I would t.hrow out a 
couple o suggestions today to try to advance this thlng, i t 
agreeable to you and to the Ambassador. I thought possiblY 
ur . Taylor, J.lr. Lochhead and Dr. White might take the t.1me, 1t 
you had the timo, t o go into more detail on this thing. I just 
want ed to throw out. a couple ot auggeotiono -- a lot ot these 
things are •echn1oal -- coins; nll that business -- and it 
takes more time and it I just gave out a couple o! suggestions 
t hen you might t ake a couple o! days to talk it over with these 
peopl e , because Dr. White hae been maklng tor me and Wr. Haas 
an intense study ot China. He is an economist. We have been 
following this thing ever since we got interested and he baa 
been oollect1ng statistics on Chinn and particularlY on s ilver. 
I don 't. 11ke to uae the word •a uthority• , but I will 1!18.J he has 
acquainted h1maelt with t he silver quest i on. 

Ur . Chen: I am sure I will learn something !rom J.lr. White. 

ftU,Jr. : You will l earn trom each other and there are a 
lot ot things he would l i ke t o know. In t he tlrst. place -- I 
can 't give a technical explanation -- they want to d i scuos 
thie : as we understand it, Chlneee money at. present is tooh­
nical!y a t tachecl to Sterling. TM.t. is the way you understand 
it? 

lx . Lpchhead: Ottlc1al rates are quoted Sterling and 
Dollars. You quote your ott1c1al rate , each day , Ster ling 
and Dollars. Sterling rate has remained constant and Dollar 
rau shltts. 

l.!r. Chen: So tar , the Sterling r llte 1n rel~ttion to t he 
Dollar rate has been comparativelY s t able . our currency 1& 
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a~tacned ~o world's currency. 
par~icular currencies. 

I 

We have not linked to any 

Mr. W4i~e: Bu~ wnen ~here has been a snit~ in ~he 

St erling-Dollar rn~e which has in your opinion necessitated 

a anange, you have changed the Dollar rate and kept the 

S~··rllng ra~e, tne .official ra~e, t.he same eo it has not 

changed officially . The Bknk ot China rate has remained 

exactly tne same. 

Mr. Chen: Because we had to change it, we were afraid 

Sbangbsi market would sell aga1no~ Sterling. 

Mr. LOcl1llead : Tlle same thing would be accompl1slled 
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either way. You would have to sh1tt one or both to accompl1eh 

~lla~. 

Yr. Wni~e : But you have sb lftad the Dollar. 

Ur. Chen: The Dollar, yes. we have shit~ed the rate 

after consUltati on. Dr . Kung sent a telegram .... 

HU,Jr. : I Just wRnt to t hrow ou~ these things and then 

it geta into a technical diecueeion and it will take hours 

~o develop it and while it is being discussed, I do not want 

to si~ in on it. The thought these gentlecen have -- the 

Canadian dollar i s not ott 1oially tied to either Sterling 

or t he United States Dollar and they operate 1n between, and 

the tllougbt they had was ~hat we simply follow - - we w!ll be 

perfectly frank ; it Jus~ does not make much difference , but 

we believe (maybe we are wrong), the way t he matter stands 

now ie t hat England can say China 1& in the Sterllng area. 

Agn1n, maybe it's one ot these mattero ot •race"; maybe we 

are wrong. On the other hand, take t he Canadian dollar, 

which le a part ot the British Ecpire. It i s neither attached 

t o Sterling nor the Dollar and operates in between both. 

Ur. Chen: Yes . 

HU, Jr. : I am Just throw ina t hat out. The only sus­

gestion we make 1s the poesibility ot your examining bow the 

Cru1adian exchange is handled as between the Dollar and Sterl­

ing. Canada i s not consi dered in the Dollar area and is not 

considered in the Sterling area and sh~ operates i n between. 

Ae we understand it today, Great Br1ta1n could say that China 

is 1n t he Sterl108 area. It's not very i mportant, but on 
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~he o~her hand, it's one or t he t hings that I would 11ke to 

•throw into t he pot• and I would like you t o discuss it with 

t heae people . I don ' t consider 1t unreasonably; only sug­

gesti ng you might do it ae Canada does . 

Ur. Chen: What i s Canada' s? 

ffi! ,Jr. : I would rather not now , but they have all the 

time and are at your di sposal , Ur. Chen, to go into that 

di scussion. As I say, it will t ake hours or days and I 

wanted to advance this t hing. 

The other thought we had i n mind i s this : We make a 

suggestion or the possibility or your sending silver over 

to san Francisco or t~cw York and the possibility or your 

borrowi ng agai nst that silver . we have done something 

like that with Uexlco. It cay interest you; it cay not. 

It is somet hing you can take under consi deration. When I 

say •borrow", I mean on exchange . The other thing, when 

1t comes down t o a question or buying more silver, quite 

frankly we don ' t want to buy , at thi e time , a lump sum or 

s ilver tor a number or r easons which I will go i nto if you 

wish me to, but as a counter proposal, the t hing we are sug­

gesting ie the possi bil ity or our buying 5 , 000, 000 ounces 

or silv·r a month t or the next eight months , which would 

take it up t o the first Of January , In the tlrGt plaoe, 

the silver we have from you now we have not been abl e to 

refine it and it will take us to the f irst or J anuary to 

refine the s ilver we have now and molt it down, but t here 

is not capacity 1n t he United States t o melt it down. Ie 

tha~ right? 

Ur. Lochhead: It will take pretty nearly to the end 

or January before we f inish up the last 50, 000, 000 ounces . 

!!!! Jr .: But the suggestion we would l ike t o put on 

~he tao1e i s t he possibi lity or our buyi ng 5 ,000, 000 ounces 

of silver a month, beginning with May, the price to be de­

~ermined each mont n, ei~her the middle of the month or take 

the average or t he mont h; whatever 1s tair; whatever i s 

t a1r, But it will have to be a monthly price. In other 

words , we fix the price every day with Canada and L!exico and 

we would l i ke t o do something like t hat with China. It 

will be an average price tor the fir st two week& or the 

!IIOnth -- t he tn'l1ted. Statu price; the Treasury price. We 

poet a pri ce every day at noon, From our s tandpoint, t here 
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are ~ny advantages t o buy this each month. So there will 
be 40 ,000,000 ounces of s ilver t o the f1rst of J anuary , t he 
proceeds from this s i lver to be used J us t the same way as 
prev1ouolY -- deposited here . This , I take it, would be 
Bank of China silver so it will all be deposited with tho 
Federal Reserve . 

Ur. Chen: I th1nk Bank of China also bas some accounts 
with ot her banks. TAat 1s their oomQercial deposit. 

Ur. LOcnhead: This would not be a commer ci al deposit; 
it would be fiduciary money . 

KU. J r .: We would very much prefer t o have it with the 
Federal Reserve, because, as I understand, some of t he ot her 
silver was not Bank of China silver so it could not be t r eated 
ae National sil ver, so I t ake i t that t his silver that we 
would buy would all belong to t he National Gover nment. 

Ur. Chen: I think proceeds from such sales will be pro­
coeds as previouslY; the same as last time . 

H!.I,Jr. : Yes; that the money would be used for your 
s tabilization purposes andif you wonted to convert part of 
it i nto gold, it would be entirelY agreeable to us. 

Ur. Chen: The questi on i s , Shall we d~ecuss it together 
or later1 

HU,Jr.: Please . 

Ur. Chen: I Just got telegram fro~ Shanghai . The 
nctionalization of silver 1n China 1s qui te successful. Uore 
silver caoe in so our silver i s accumulating oor e than we ex­
pected, so pr obablY, for discussion, tor your consideration , 
probablY we will find it necessary, in order to ma1n~1n t he 
confidence of our new currency, 1t will be necessary tor us 
to have more foreign exchange, eo I Just like to ask ... 

HI!. Jr. : Yes, but you people -- I am not going to t ell 
you anything you don ' t already know. You have t he l argest 
!tooting supply of s ilver in the world. From l t o 2 billion 
ounces 1n China with t he people and, if I may say eo, it ' s 
more to your interest what t ho prioe of s i lver is going to bt 
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tho.n to almos t any otner country in the world. 

Ur. Chen: Yes. 

HU,Jr. : We want to be practi cal about this thing. 

llr. Chen: Yes! Yes! 

@ .Jr.: Aa far as I oan tell, we don't cont.emplate any 

particular move which would disturb the price ot silver and 

talki ng tor myself, pereonally, the t hing I would like to see 

ie to see the price or silver as near stable as possible. I 

tllink everybody recognizes that the t hi ng that i s good tor 

everybody who has silver is a stable price . 

l.!r. Chen: Our i nterest in that respect is Just t he eamo 

.!l8 yours . 

HU.Jr. : The t act t hat you have a lot ot silver does not 

make our problem core diffi cult, but makes your problem more 

d1tticult because, let ' s be frank, the price ot silver could 

go t o 24 cents and it would not disturb the internal or ex­

ternal value ot the dollar. ~uite true, the amount of silver 

we now have in our vaults for which we paid 65 cents would be 

greatly depreciated , but on the other hand, it would not be a 

national calamity t or the United States. But, on the other 

band, you having been a hard money country and your money 

having been aU ver, 1t 1 e tremendously important to you what 

the price or silver i s . 

Now, we want to do everything we can within reason to 

help you and, so tar, the negotiations which we have had 

through the Ambaaeador and the purchase ot the silver and 

what you did with the silver have been entirely eat.ietact ory 

to us , Everything that the Ambassador said your Government 

would do , t hey have done it. So up to now, everything has 

been nne. Everything, as I told the Ambaeeador, as tar as 

I am concerned, everythi ng on the paper is not worth that , 

but hie per sonal word t o me is worth something; worth a lot, 

and I did it on hie personal word, but all the agreemente and 

all t he signatures, it has been demonstrated , 1n this world 

are not worth anyt hing; it' s a matter ot confidence between 

the peopl e. 

Hr· Chen : Yea . 
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HH.Jr. : Everyt hing up t o now, everythi ng bas been t'1ne. 

ur . Chen : What we are worrying about -- what you said 
is true . Tile silver price i s very important to both of ua , 
but worse, say , is thi s i nternati onal payments made in certain 
periods of the year. We found it necessary to have more 
toreign exchange where, if we have it , the confidence 1s 
strengthened; 1! t oo small an amount, might find it diffi­
cult to carry it through suooeaetully. 

!IU ,Jr.: Would you g1ve us a list of your payments t or 
tne balance or the year? 

u.r. Wll1te: Tnat i s one of tlle t llings we want to get . 

Hli,Jr. : Wilen we went into t o.is tiling bef ore with Ruesi a 
we bad tneir foreign balAnce payment s t or the next five years . 

!Jr. ~en : I brought two tables witll me. 
1934 and 35 -- 1933, 1934 and 1935. 

The t able of 

H?.! Jr. : You have not got it t or the future? 
ahead, ~ow much money you have t o have? 

LOoking 

!.!r . Chen: We do not have table ehowing loans payments. 

H!.I . J r. : Could you cable t or th.nt? 

ur. K 
services. 

. . We have figures t or our fut ure foreign loan 

H!.l , Jr. : How much i s coming due? 

Ur . Chen: We have t hiS figure her e. 

Ur. Wni te : Do you also have an estimate tor balance of 
payments? 

ur. K For t ile coming year , we have not made that . 

Ambassador Sze: That lis t theY have would not 1nclude 
any settlement tor credita in defaul t . 

HU,Jr.: Let 1s have the whole pi cture. 

!.lr. Wh1te: As default goea through you know what t he 
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co=mit=ent will be. 

HU,Jr. : I don ' t think I underotand. 

Ambassador Sze : Suppose we bave loan with Chicago bnnk 
wnicb hie not been pai d e1noe 192~. If set tlement comes , 
that ls not included in tne annual p~yment. 

HU .Jr .: But could not they say , Tnese are the payments 
wnich we agreed to make over the next so many years , and then 
These payments are doubtful, or something like t hat? 

!.lr. K We can make allar ance tor that . 

Hl.! ,Jr.: This i s tns caximum 1t we pay everyt hing and 
tnie 1t we get a settlement, and this ie t he m1n1muo, and thll t 
would not only be Government but nleo include railroad. 

ur. White: You would have t o go into some otner details. 

ID!,Jr .: If you make an estimate or balance or payments, 
it is very i mportant becnuoe 40, 000, 000 ounces may be uselees 
to you or we might arrive at a figure tbat will do t he trick 
from now until the first or J anuary. No use trying to help 
them when before we start we know i t i s going to fail. No 
uee making a gesture which we know before we start i s going to 
be useless. 

ur. Chen: Our last figurse f or 1935, we round item on 
debt side 1s ¢272,000,000 agai nst us . Except 1n 1934 and 
1935, theee arc two years pnynent s agai nst us. Before t hat 
we had favoraole internat1onal balance. 

ijU,Jr. : To go i nt o the wnole question or balances , pay­
ment on the deot, iS very i mportant. 

L~. Taylor: That's t he onlY way you oan tell whether 
any runa wnicn is set up w1ll telte care or the s1 tuat.1on. 

HU ,Jr.: And if ur . Chen will tell us • this 1s our es­
timated revenue. If we 1oee so manY nortnern provinces, we 
will lese so muon r evenue .• All this t alk in the paper3 
or what t he J apanese are golng t o do -- if theY take t hla 
pr ovlnce, bow muoh l oss or revenue does tnat mean? 

ur. Qhen: Tile revenue for nortnern provinces is about 
'100,000, 000 a year, but payments t here for troops and other 
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cx?ensos i8 over t nat , but financially it dose not atteot 

1t very muon. But this intorcation i8 bad. People lose 

confidence i n Government bonds , docestio bonds. And maybe 

t nere is also • pact. People lose confidence in currency. 

Ur. White : 
budget ~hich are 
we mlgb.t want to 

Hr. TAYlor: 
problem? 

Then there are numerous questions about the 
not clear from data they have given us, which 

pursue a l it tle further. 

Di d you want to mention at all t~e coinage 

HU,Jr. : That's a very d1ff1cult thing on tne coinage . 

And Lbe way I feel is t his: for us to sit here and attempt 

to advise you how much eilver to put 1n your coins , I think 

is a rather thankless task because it is oovious that the 

more s ilver you use in your coins -- how shall I put it - ­

the more ot an outlet you get tor the silver you have on 

hand, but tor us to tell you so muon tine or to figure the 

tn1ng out, I don ' t. think it is as important as some of these 

otner things that we have talked about. After you have 

studied t hese things , I tnink you will find what is t he best 

tn1ng tor China and whatever the beat thing tor China is, I 

am satisfied. And I don ' t want to have to say -- all I can 

883 is I thl:lk (I don 't knol'l') but if you can use the l!l&Ximum 

amount of s ilver, all right, I am not going to say, as so 

l:l4n,y people say, China has o.lwaye had ho.rd money; she has 

to have hard money. The answer is they have paper and they 

are taking paper . Whether silver i s more useful to you in 

your coL~s or as monetary r eserve, you nave to think it over. 

It ' s a very difficult thing. 

I t hink it would be a nice gesture, as long as we have 

always made your dies her e, to have them made here rather 

than 1n England , Tnere is a little feeling that you have 

always had your dies made here . We are trying to be helpful. 

~ take them to London? They play all those t hings up so. 

They keep throwlng that 1n our race all the time. It you 

always got your dies in England, I would not say I think you 

ought to move them here , but you have them here so why move 

them to England 1 

~. Chen: I nave memorandum with me on the full question 

ot coinage and probably will postpone this discussi on until 

I get 1n t ouch with your expert . 

4S 
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HJA ,Jr. : Le~'s put it ~llla way: I would not like t o 
eee you do anything wi~ll your coins whicn would look live 
a r eflection on the Un1~ed S~a~e& and a leaning towards 
England . If, on the o~her hand, you do somctning which 
does not i ndicate a departure from wbat you have been doing 
1n tne past, that's agreeable to me as long as it is good 
tor you . Do you see what I mean? 

Ur, ghen: Yeo. 

HU.Jr . : They make so much of t nis Leith-Ross business. 
Le1th-Rose, this; Leith-Rose , t hat ! I am not asking you 
to do anyt ning that isn ' t good tor China , cut, on the otner 
hand, I get sore , you know, all the t1me t hat this i s what 
Leith-Roee ~old China and this i s what. they are doing because 
Lc1th-Roes t old them so . And we buy t he silver, but China 
does wnnt Leith-Ross tells them to do! 

ur, Chen: Tnat 1s great deal newspaper pr opaganda, not 
ac t.usll.Y. 

HU,Jr. : I ltnow. I am being very frank . 

Mr . Chen: I come from China and I know 1t. Our las t 
confer ences , I wired here tor your information, because you 
know it. But too much newspaper tallt. You s ee, he has 
been there l ong; naturallY newspapers get misinformation. 

47 

HUaJr. : But you fellow me, ur. cnen. I don ' t want 
you to o a stngle thing - - I am not going to ask you to do 
a single tn1ng that i s not in the i nterest of China, but I 
Just don ' t want ~o g ive t he Engli sh a little cnanoe ·~o crow. • 
T.aa~ ' • all. 

ur Chen: We ltnow tnat. Your attitude is much appre­
ciated in China. We know it. 

HI!, Jr. : Tlli s w.no le coi nage question I think you can 
cee a great deal mor e clearlY after some of these other 
tninge are s traightened out. 

Ur· Chen: I have this memorandum, these ideas here , wnen 
~~ are ready for discussion, to hand over to your experts to 
£~udy tnis matter together. 
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HU,Jr. : And I woul d like to s tudy lt with you. 

Ur. Chen: You Just said about shipping s i lver to San 

r:ranclsco and making exchange on tlUlt. Wnat ls your 8Jl!Ount; 
the terms , Just for study purposes . 

Hl!,Jr. : The 111:1ount I cannot sa.y ; any reasonable amount; 
depends upon the study . But what we did tor Uexlco - - I 
don ' t think there ls any secret -- they have 11,000,000 ounces 
1n New York and San Franci sco and we agreed to loan them up 
to g~ of the value; t o give t hem dollars 1n exohnnge f or 
pesos . I oust keep in my mecory not to say "loan!• We 
chllrge them Jif.. 

Mr . Chen: I n connection with these two questions , we 
come back to tllllt afterwards; after we have answered all your 
questions , we will come back to that question. 

48 

!.!r . Lochhead: Wo exc.ll£\nged pesos for dollars . We d id ) 
i t on exchange basis rather than on otrai ght silver basis. ( 

HU, Jr. : On exchange beals . 

Ur. Chen: The purpose ot my mlssion t o come over here 
i s , first , to flnd out how we can work this tlllng t oget her. 
:t 1& not spirit to get rid of our s ilver. We have not given 
t bat sp1r1t . But we want to be practical as far as our our­
r ency 1 protecti on ot currency, ls concerned and I tor myselt 
like to be very frank in all my questions and answer s and to 
t ell you exactly w.tlat we want. You uw.y not find lt conveni­
ent to do it, but I like to give you the ideas and aaybe I 
cable back t his can ' t be done . I t will take some time, but 
never mind. 

ll11,Jr. : I told the President at lunch today that any­

t~1ng I asked you, you answered me; tnat tnere was not 
anyt hing I had asked t.nat you had not answered and I was 
very hopeful that we could get together. 

Ur. Chen: Certain t hings I may not be abl e to answer 7 
you. I have Ur. Koo here. He knows teo~ical thlngs mor e 
than I and I have Ur . K here t o attend these conferences . 

HU ,Jr. : Flne! Fine ! I think that's all tor today. 
When would you like to start ln really working? 
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!.!r. cnen : An:! t.1me . I nave nothLng t.o do here. 

ffii.Jr.: Taylor, how are you f1xed? 

Ur. Taylor: I am all right. now . 

jil&.Jr.: \fhY don 't t.hey adJ?urn to your office? 

49 

Ur. Ts.vlor: we can adJourn t ner e and I am all right 
for an hour. That. will be enough to get. a pret ty good start 
becBuse tn~re are a lot of quest.ione . 

tfll.Jr.: How would that be? Then I think i f t hey could 
go ahead wi t.h Whit.e and LOchhead and spend as much time as 
possible t.o keep pushing t..bia thing. • 

J:!:.,_Ta,ti).or: Is t.nere anything, Ur. Chen, t.bat you would 
like t.o introduce r1snt now whi le the Secretary is here so he 
can be t b1nlt1ng about 1t, or would you ratner wait? 

!.!r. Chen: I think the Secretary Jtnows all ·that I am 
trying to Ask . So I llke to find out from Ur. secretary what 
you would like China to do 1n connection with the silver price, 
s \lver s1t.uation and your pi cture of the reserve for Chinese 
curr~noy , tile use of silver. I would like to find out that. 

W&,Jr.: I t.llink what we ho.ve talked about eo far 1& 
enough t.o keep you busy tor a couple of days . 

Ur. Chen: The wllole question for Chtnese currency 1& 
flnd out beat. way to ma1ntsin t he confidence . That ' s onlY 
queot.ion we have 1n our c1nd; except. tnat, we don' t. have any-
thing t.o ask. 

HU J r .: I t you coulo start on aoce or these thtngB and 
go 1nto br. Taylor's office. Have you time, Ur. Ambassador, 
or are you going to leave Ur. Chen? Tbat 1

6 up t o you. 
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1 . P1JRPOSE 

ABSTRACT 
ot 

Agreoment Made Between 
THE MINISTRY OF RAILWAYS 

and 
THE SIE!lENS CHINA CO . 

so 

For the purchase of materials for the rehabi l itation 

ot the Ping-Han Railway . 

2. SIN KINO FUND 

The Ministry has established for t he purpose a 

Rehabilitation Sinking Fund in charge ot a Special Sinking 

Fund Committee in accordance with the Regulations as agreed upon. 

3 . VALUE OF EQUIP1lENT AND MATERIALS 

The total value of equipment and materials wbioh the 

Railway requires and which the Company agrees to supply shall 

not exceed 39 (thirty-nine) million Chinese Standa.rd Dollars. 

These supplies shall be spread over a period of six years and 

the value of each yearly supply shall not exceed the amount of 

seven milli on dollars . 

4 . PRICES 

The CIP-Pri oes of the equipment and materials ordered by t he 

RailwiQ' from time to time shall be mutually agreed upon and 

stipulat ed i n each individual sales contract covering such order} 

but in case t he Mini stry is of t he opi ni on t hat the prices quoted 

are too high compared with t he pre•ailing market pri ces, it re-

.. nea t he right to call for tendere girlJl6 t he Comp&CJ tbe pri•i­

lege t o eubait the!~ tender~. Regraded Unclassified 
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Both parties concerned agree to adopt as permanent 

atandard of value tor the durat i on ot this Agreement and until 

a.ll promissory notet issued thereunder have been met 1n full 

the Chinese Customs Gold Unit of the present weight of fineness , 

namely GU l . - being equal to 60 . 1866 centigrams of pure gold. 

6. SALES COliTRACT 

Equipment and materials shall be supplied in separate 

lots within six years from the date of signing this Agreement 

as and when ordered by the Railway and for each lot so sold 

there shall be signed a separate individual sales contract. 

6. P AYMEN'l' S 

Upon signing of each individual Sales Contract the Ministry 

will remit to the Company i n cash (TT) lo% of the Contract 

Price . The balance shall be paid to the Company separately 

for each shipment in t wo equal installments : the r irst in 

caah (TT) at the date, and the second six years from the date, 

of the delivery of the equipment and materials contained in 

each shipment . 

Corre spondingly at the date of delivery of each 

shipment under such Sales Contracts there shall be issued to the 

Company a Promissory Note dated on said day with interest at 

6% p .a . and corresponding to the amount s and the due dates of 

the second instalment as set tortb above . 
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7, SECURITIES 

The Ministry hereby declares that the Sinking Fund 

aforementioned is to serve exclusively tor the credit extended 

by t he Company and that the redemption ot the Promlaaory 

Notes accepted by the Company shall be effected out ot the 

said Sinldng Fund in accordance with bhe rules agreed upon . 

The Ministry hereby declares and guarantees that it 

will make up on ite part any deficiency t hat may occur with 

r egard to the remit t ances from the Railway Administra tion to 

the Sinking Fund a nd from the S1nk1ng Fund to the Company 

assuming t hereby the responsibility tor the fulfillment ot 

the regulations and requirements concerning the Sinldng Fund. 
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I . OROA!I l v.TICN 

T liL! BA!IK Of Cl!DIA 

A Brief Sketch 

53 

The Bank of China was eatnbliahed 1n tho firat year (1911) 

or the Republic of Cbinn as a reault of the reorganization of the 

Ta Ching Bank ot the det'unot Imperial Ching Dynaaty. 

The outborized capital of t h o Bank of China was or1ginal­

lJ fixed at • GO, OOO, OOO, a part of Which to be aubaoribed b7 the 

l1niot r 7 or F1r.anoe, which waa authorized to aol 1oit pri~te 

auboor i ber a an rt t o draw up meaouree for the organiza t ion ot the 

Bank. Tho Ministry ot Finance waa aleo authorized to promulgate 

tho lawa and regulati ons of the Bank of China and to grant the 

Bank tho apeoial rights of issuing bAnk notea rund acting as the 

Gove rnmen t depository and fiscal agent of the Government . During 

the t enth year (1921) ot the Republic of China, t he total paid 

up capital or the Bank, both govern.en tal and private, amounted 

to over • 19, 000, 000. By na t ure , therefore, t he Bank of China 

io aemi-~overnmental . 

"hen the c.,ntral Bank or China waa eatablhbed w the 

eeventoentb year (1926 ) or tho Republic or China, tho etatua of 

t he Bank ot Cb1na underwent a oh<'-"6" • The Naticnal Government 

formulated the banking laws for the Bank of China, under wbiob 

tho Bank ot China baa become a bank tor international exchansea . 

At that time , tho amcunt of Government abarea in the Bank wao 

anl~ t5,ooo,ooo, with private ohar•• a.ount1ng to $20, 000, 000. 

Deopih t hil obange of otatua, tha Bank of China baa reta1necl 

the apeohl rigbta or iasuing bank not e• and acUng ae a pertW 

Oove~t dapoaitOPJo 
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In ICarob or l~b year, for the purpoae cd relieving tho 

~~•rerata ocnd1t1on at industrial and ooaaorc1al enterprises 

and onbanoing the activities or tbe money market, the Na~ional 

OovernmonL appropr iated $15, 000, 000 t~r increasing tho capital 

tunda or tho &nk or Ch ina, b1•inging tho P.enlt ' a proaont paid up 

capitol to tho amount or $40, 000, 000. At tho aomo time, the 

~nk of China law baa been ~ended and aanoL1o~od to take offeot . 

Aooording to the prov1s1ona of the runended Bank cf China 

Law, tho organ~~at1on of the Ban~ shall oonei at or 21 directors 

and 7 auporv1aora . !line direotore and t hree aupor•tioora ahall 

be appoint ed by tho Kiniatry of P1nanoe, while the other twelve 

di reotora and tour supervisors shall be selected rrom ~S the 

pri vate shareholders holding over one hundred shares of tho 

llnnk ' a onpita l stock by t he enUre body ot private abareholdor•s . 

Tho term or office tor the direc t ors shall bo four yeara, 

and tho term or office tor tbe superviaora .ahall be throe years . 

A Committee or Manag ing ~1rootora or seven ahall be elected bJ 

tho Eoard ot Dirac tore, and the lliniaLr 1 of Fir.anoe a hall appoint 

among the ICanaging Directors a Cbair=an tor tho &card of Directors. 

There ahall be one General Jl&nager to exeouto the banking 

busineaa. The General ¥anager shall be oeleoted Rmong the 

D1reotoro jointly by tbe Chairman of the Boord of Directors and 

tbe r.tmaging Directors , and, then , tho name of the General 

lla.nager-elect ahall be submi tted to the lliniatry of Finance tor 

approval . 

The Bead Ott1oo ot tho Bank of China ia a1t uated 1D 

Sbmgbai. Under tbe Head O!f1oe there are a nwobor cd bra%\ohoa 

ond aub- branohea, bank agents and correapondenta, en1 toreign 

br&llobea and aa ... t • • 
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Th• l!&nk ot China baa a history or JDOre than t wenty 

years, wb1oh tact baa given 1t the opportunity tor tho ectab­

l 1ahmont or branches and agents all over the country. Although 

Bank or Obina has only one branch office in London and one in 

Osaka, Japan, at tbe present t1me, 1t 1a going to have ~other 

ono in New York 1n the 1.mmed1atc tuture , and ita future pros­

pect tor eatabl1ehing more toreigll agar.'- cannot be alighted. 

Aa t o tho t inano1al standing ot the &nl< ot China, up to the 

ond or June l a't year , its totsl a aaetl amounted to over 

f l , OOO, OOO, OOO, which auttieos to prove the atrengtb or thG 

Eank and t he condition ot i ts businoaa . 

II. CONDl!riOII OF ASSETS AllD LIABILITIES 

The oond1t 1on ot assota and liabili ties ot the Bank or 

China il vividly revealed in the accompanying balance sheet or 

the Bank •• or June 30, 1935. 
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Bank of China 

Balance Sheet June :!0, 19:111. 

ASSEJ'S , 

SUbSCI'ibed Capita l 

Reserve F\lnda 

Spooiol Reaerve Funds 

Undivided Profit 

Bank Notea Iaaued 

Roaittanoea and Drafts Issued 

Tr nvel lera• Letters of Credit Pai d in advanoe 

Bankers ' Dopoaits 

Overdrafts witb Bankers 

Current Aooounta 

Spooial Current Aoeounts 

Di vidende Payable 

To~:~porary Depoaita 

Inward & Outward Bills PrepaJmenta 

Certified Cbeoquea 

Caabiero ' Orders 

Acoounta Payable 

Itemc Poynble Under Contract 

Fixed Deposits 

Special Fixed Deposita 

Starr Saving• Accounts 

Staff Annuit7 Accounts 

Cont1ngent Account• 

Reeer•• In tereat Account 

Special o.,roettr 

ss 

\ 40, 000, 000. 00 

2,185,919. 83 

1, 251 , 000. 01 

16, 671. 59 

168, 789, 494 .9:1 

ll, 623, 611 .21 

22, 678. 60 

120,719 , 051 . 51 

6, 010, 404. 34 

112, 168, 557 .72 

33, 904,697 .86 

90, 573. 00 

l6 , 629,oe8 .~ 

1 , 371, 107. 27 

457,369. 91 

13, 051, 886. 58 

1, 312, 497.41 

1,234,241. 63 

175, 217, 763. 86 

6, 985, :!03. 16 

719, 4.10 . 65 

611, 053. 2:1 

u , oss, 684 .23 

20, 015, 564 . 90 
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Accrued Interest hJab1a 8, 051, "17.58 

Interest Received ill AdvQJ'Ice 76, 835 .76 

Col1ect1ono 7, 986,252. 48 

Contracts Payable 140, 507,782.47 

Due to Customers tor Bond a Brought Forward ~. 352,168. 66 

BOnde Sold Forward 3, 352, 516 , 24 

Engagements (L1ab111t7 or Bank) Account 23, 277, 517.90 

Liab ilities Und~~ Trust 9, 949, 247. 74 

Savillga Depart.,.,nt Current Account 495,573.96 

Net Profit 235,779.84 
TorAL t 1 , 044, 972, 044. 82 

LIABILrl'Il!S 

Cub 

Reaarva tor Bank Notes Iasuad 

Barkora' Overdrafts 

Call Loane to Banker" 

Depodta with Bankers 

Overdraft• on Current Accounts 

Secured Overdrafts on Current Ac~ounta 

Sbort period Seeured Loans 

Temporary Debita 

Items Receivable Under Contracts 

Billa Diaoounted 

Inward OooumentarJ Billa 

Outward OoouaentarJ Billa Purobaaed 

Outport Billa Purobaaad 

Fixed Loana 

Fixed Leana Secured 

holr l.tls Ored1U 

45, 724,907. 40 

168,789,494. 93 

2, 039,097 . 25 

10, 968,356.40 

116,540, 604.41 

41,813, 573.88 

60, 502,650.49 

32, 189,195. 1:!5 

18,3'74,235.83 

2. 388, 680. 52 

5,'79'7,000.83 

3, 451, 692. '76 

13, 784,2115.12 

41,'794,706.62 

37,425, 982.48 

1.147.~.28 
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Rent Deposits Made 228, 106 . 16 

Loans to Central Government 99, 993, 729 . 78 

Loans to Local Governments 10,7681 092.51 

Overdue Loans 24, 526, 186.85 

Forfeited Securities 3, 582, 131. 99 

Accrued Interest Receivable 41406,~0.67 

Inveatments 86, 646, 903.02 

~_r~ Premises 7, 570,684 .84 

Buainess Fixtures 850, 864 . 29 

Preliminary Branch Expensea 851 266. 81 

Bank 'Notes Tax and Printing Coat 273, 533. 78 

Customers ' Collections 7,986,252.48 

Exchange Contracts Receivable 140,558,736.79 

Bonde Brought Forward 3, 352, 168. 65 

Due tr~ Customers tor Bonde sold FOrward 31 352,516. 24 

EngQgements (Liabilities or Cuato~r) Account 23, 277, 517. 90 

Trust Assets 9, 949,247. 74 

Savings Department Capital 

TorAL 

5, 000, 000, 00 
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THE CENTRAL BAl:K OF OBDlA 

JC'!!DENSED BrATEMEIIT OF COliDI!I'ION, HEAD Ol''HCE AND BRANCHES, 

AS CF DECE~R 31, 1935. 

Oaeh : 

Cash 1J1 Vault • • • 
Cash 1J1 Transit • • 
On Call with funks . 

ASSE';?S 

$4.4, 675,547 . 21 
42, 733,870. 11 

176,063, 992. 03 

i!eserve aga1J'Iat Notes 1J1 Circulation: 

Cash. . • • 
Soourities . 

. $119, 115,545, 81 
60, 808 , 000. 00 

Lo'lna , Discounts, and Overdrarts • 

. . .. . . . . 
Advance of Capital to the Central Trust of 

China. • • • . • . 

!lank Pre mise s . • 

Furniture and Fixtu.res • • 

.~cruod Items and Aocounta Receivable . 

Billa Received for Collection as per contra. 

Cuato~~ra ' Liabilities tor Letters of Credit 
issued and Acceptances and Guarantees 

. • 

. . 
• 

• 

• • 

e 1ven aa per contra . • • • • 

other Assets • • • • . . . . . . • • 

TOrAL 

DOLLARS 

263, 473, 409. 35 

179, 923,545, 81 

154,313, 340.66 

252, 904, 406 . 16 

10, 000, 000. 00 

14, 549,509 . 17 

656,732 . ~<! 

8, 049, 80'7 .90 

1, 524, 056. 31 

33, 293,452. 30 

12. 854,508. 70 

.931 , 542 , 769 . 20 
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LIABlLl'f lBS 

Capital. 

Reaervea • • 

Jlotea 1n 01rou1at1on 

!:lopoai t a • . • • • .. 

Accrued lteJD& a lXI &:eoun ta Payable 

Billa tor Colleot1on as per contra 

Lottera ot Credit issued and Aoceptanoes and 
Guarantees given as per contra 

other Liabilities •• . . . . . . . 
Net Profi t tor the Yonr ended Docomber 

• 

• 

31, 1935 • . • • . • . . . . . . . . . . . . . 
TorAL 

DOLLARS 

$100,000, 000. 00 

3,&45, 136 .17 

179, 923, 545, 81 

595,940, 737 . 27 

3, 241, 849, 45 

1 , 524, 056. 31 

33, 293, 452 . 30 

4, 725, 652. 25 

9 , 048, 339. 64 

i931, 542, 769.20 

Preliminary figures, not yet approved either by the 
Ponrd or Directors or by tho Supervisory Committee . 

\ 
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~e .,-.~aera • Benk of Cl\ln!l. 

ThU bank wu rou:oded in April 19:13 in Handow by the .111ttr7 

l~adquarter• of Gen3ral Chiang Kai-Ahak , with a capital of .2,500,000 

8n~ 1t aaaumed the nqmeot the A"rieulturnl Bank of Honan, Hupeh, 

,lnhwei , and Kiangai Provinces. In 1935 it adopted the present name 

and 1noreaaed its capital to $ 5,000 , 000 . 

Originally established to taoili t ato th e rehabilitation of 

t erm land recovered from the comouniata, the object of the Bank 

now i a t o help agriculture in China in general. Its branches, no• 

nu~bertng more than 20, s r e ~oing busineas in a wide area far t~7cnd 

th6 limt•a or the above mantto~ed four province s . 

The B~tn\c since 1ts inception wae ~·Jthorized to iaaue notea . 

ln Pebruary of thia year , by a special order of the llinistry of Fin• 

ance , t he Ban~ was permitted to continua enjoylng the right of nota 

i aauo wi t h a maximum limit of $100,000, 000, qualified by the proviao 

that the note iasua reserve should bo i n th~ custody of the Central 

Bank of China . The Bank woe alao authorized to t aka over, for the 

11 ecount ot the C11rrancy Rese r ve Board, the uniasued notes end t he 

r ese r ve against tbe issued not ea of the provincial ban\ca in the 

provinces wbero the Bank baa branches . 

Although the Head Office ot the Bank 1s at present in Hankow, 

1t wi ll be UlOved to Mon\c1ng in the neor future. Its Board of Di r­

ectors io presided o••r by Dr. H. H. Kung, Min1ete~ of F1n8noe. 

The following t$bles sbow the t\nancial poett1nn of the 

&ank 11t the cloee of f ebruary, 19:16 : -
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Repor t or nota 11eue ~r th~ F8rmer• ' BaDk 
February 1g35. 

10 cent aubeid h r y notee 
'-!':l cent l•lblidill r y notes 
50 cent Aubsidiary notes 
DollAr not11a 

Total 

I aau r. st enfi ot 
la1t aontb 

~,823,123.00 
4 , 977 , 209 . 00 

(!72, 379 ,00 
16 ,1198 , 696.00 
~29 , 7 71, 307 .oo 

Fa~M9rs' Bank Deposits 
February 1936 . 

F1l<!lti depoeita 
Current depoe\ts 
Special currant d~posits 
I ntere3t oay3bla 
Cashier Ord ers 

Tote1 

$ 8.:511,902.80 
46, 593, 261. 36 
7,165, 8:56. 85 

6 , 100.00 
84, 285. 00 

$61 , 161 , 385.01 

),'a rmera' Bank Loena 
February 1936 . 

Lo1na on ored1t 
Loano on aeour1ty 
Die counts 
t ills purohued 

var dr art• on ored1t 
o~ardretta on security 
Latter• or credit 
Lo~na t o rarmera 
Accounts receivable 

•rote1 

t :3,2 42 , 212 . 34 
7 ,733,480 .08 

2:33, 165 . 00 
630, 200. 51 

12, 051, 818. 77 
1 , 811 , 280. 32 

387 , 110 . 00 
99, 989.06 
41,044 . 56 

~26,230,100 .64 

Iuue at end or 
this aont b 

$ 6 , 673, 293. 00 
4 ,948 ,509 . 00 

970, 0711 .00 
16 , 998 , 376 . 00 

J29, 590' 257 .oo 

-
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T II! "lll! It 0 F CC IIJI1lli IC .rl IONS 

(For the O.velo~nt or lnduotr i eo or the Country) 

Ito Organization 1 Tbe B&nk ot Co=un1cat1cna wao 

11tabl1aba<l in tho Eleventh IIIOI'Itb of tho 3:1rd :y .. r ot l!mperor 

Iwang Hou, Taing D;ploot:y (NoveJUber 1907) . It waa a joint ~ntor­

pl'iaO or the Government and tho mot'<lhants with a c>opital or 

&, 000, 000 ltllping '!'nola . In February c>f tho following :rear, tho 

bood-oftioo at Poking began oparation . In June tho capital waa 

1ncroaood to 10, 000, 000 toala, with 5,000, 000 !Up1ng toalo octuol-

17 po1d up. 

Arter the rounding ot the Republic , tllo Bonk ot 

Coaaunicotiona Reeulot i ona, were promulgated authorizing it to 

houe bank-notes and oc>t a o GovOl'nJiant dopOaitor:y and r1aool 

oaent, tbuo g1v1ng it , aa well aa the Bonk ot Ob1no, tbe atotuo 

ot a l'lovernment Ba.r\k . Ita atatua, bowever, waa ch.anged on the 

aotabl1obll8nt of tho Contral Bank or China in 1928. A oot ot new 

rogulot 1ona of tbo Bank ot Comrnunioationo waa promulgated, making 

ita function to develop industries ot the o ountr;J . Tho Govern­

ment oharoo amounted to ~2, 000, 000, the total oaouot ot capitol, 

witb publio ahareo, being ~10,000, 000. I t otill retained the 

privilege to ieauo bank-notes and oct oo government dopoai torJ 

and fbcal agent in o 11111tod c>opac>it;r . 

In lla rch, 19S5, ita c>apital, aa well ao tbat of tho Bonk 

or CbJn.a. waa incu•e a .. d ror tbe purpo• or r el 1ev1ng the vari ou• 

tradeo and t he aona7 .. rkot . • l o, ooo, ooo Government oharoo wore 

increaoed, aaking tbe total .. ount or c>op1tal .20, 000, 000. Tba 

RegulaU ona war e ...,dad and a ppr on d . 

Under the amo"ded Ragulat1ono, t he M1niotr:r or P1nonoa 

appoin t e n ine Of t he twnt;r-... e d irec>tOU IUid thraa Of tbe HY .. 
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~upervioora , the rest to be el~ctod at the shareholders general 

m~eting from nmongat mercha11ta belding more than 100 sbares . The 

term of tenure for the directors is fixed at four years; tbat for 

aupervieora, three years . Seven of the directors are managing 

directors, one of whom is to be designated by the Winistry of 

Finance ,.. chairman or tho Board of Directors . FOr the actual 

management or the Bank, the chairman or the Board, with the advice 

of tbe I!Wlag1ng directors and the approval of tho Board, appoints 

one general managor from amongst the directors, whose appoint ment 

to be report~d to tho Ministry of Finance ror approval and record. 

The head-office is located 1n Shanghai; branches have 

been opened 1n the vari ous conmercial porto 1n tho country and 

abroad . There are now 7 branches, 72 sub-branches, and 25 sub­

offi ces . It can make remit tances to 581 places in tho country. 

The bank has a hi story of 30 years and i ts bus1neaa ie 

very prosperous. Ita assets amount to tsoo,OOO,OOO at the end or 

.Tune, 1935. 

---------,--------------~----------~ 
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BAliK OP C OW!o\11: I CA!l'ICN S 

(Balance Sheet, 30th. June, 1935. ) 

Commercial Banking Department 

A. Liabilit i es. 

Capital paid up 

Reserve and W>divided dividends 

Note• in circul ati on 

Deposita 

Due t o Banks 

Inter- departmental accounts 

Reserve tor bad debts 

other liabU1t1es 

Net profits for the term 

Total liabilities 

B. Aaaets. 

Cash 1n vaul t and due from other banks 

Rese rve against notes 1n circulati on 

Loans, discounts, and overdrafts 

Securities purchased 

Bank promises, furniture and fixtures 

Advance ot capital to Savings Department 

other asaet.a 

Total aaaets 

$ 19, 715, 600. 00 

3, 617 , 638.~5 

91, 591, 972.98 

252, 810, 414 . 79 

20, ooo, ooo . oo 

46, 516 , 646 . 79 

9 , 520, 077 . 63 

14, 853, 794.03 

474 466 . 77 

$459, 100, 661. 3' 

65 

$ 68, 227, 646. 63 

91, 591, 927 . 98 

236, 786,462. 3' 

37, 733, 290. 76 

5, 429, 93'. 41 

500, ooo. oo 

18.~1. 354 .22 

$459,l00, 66l . M 
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Liabilities. 

Capi tal 

Reserves 

Deposita 

amdry deposita 

-4-

Savmga Depar t1110nt 

Interest accrued payable 

Other liabU1ties 

liet pt•ofits for this term 

Total liabilities 

Assets , 

Oasb 

Loan a 

S..C'uritio s bougllt 

Bank premises, furniture and fixtures 

Inter- departmental nocounta 

Total naaeta 

• 500, 000. 00 

246, 501. 19 

3'1,712, 167 . 29 

551 , 345. 19 

737, 963.68 

35,720. 16 

199, 386. 11 

$39, 983, 083, 62 

6S 

$ 2, :389, 977 . 58 

7 , 789, 967 . 55 

9, 966, 305.49 

1, 664 .13 

19 , 135, 666. 79 

$39, 983, 083. 62 
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RULES OOVERNIIIO THE DISPOSAL OP PONDS 
OF THE SINO-BRITISH BOXER INDBIINITY 

FOtriiDATION 

1 . R&ilways and other productive enterprieee wishing to apply 

for long term or temporary loans must send 'n their application 

to the foundation for consideration. 

2 . The application must state in detail the plan of the enterprise, 

the siDil needed, the condition of repayment of capital and 

interest , and other relevant i nformation . 

~. Such application involving funds either deposited in China 

or in London must be submitted to the Board of Trustees for 

approval . After this auch applications must be handed over 

to the Technical Committee and Finance Committee for examination 

and reported back to the Board of Truetees tor final decision. 

4 , If the request is granted, the office ot the Foundation will 

at once negotiate with the proper authorities and draw up the 

necessary agreements . 

s . 'l'he organization, in drawing up the a~eement , must first fulfil 

all legal and administrative requirements . Once the agreement 

is signed, they cannot use them as pretexts to delay the execution 

of the agreement. 

6 , The draft agreement or contract should include the following 

items: 

a. !lame , kind, and quantity of material to be bought . 

b , Price of ntaterial must specify c . I . f' . Shanghai or other 

ports. If the price is not certain, give the estimated price . 
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0 · All required duties and taxes t o be paid by the organization 

concerned. 

d. Date of delivery, once or in inst alments . 

8 • We thoda of repayment of capital . 

f . Wethcd of repayment of interest at 6~ per annum. 

8 • Price of materials in pounds sterling must be calculated 

i nto Chine ae currency. 

h . Require pa yments specified in f . &nd g . must be p&id out 

regularly from the r egular 1noome or r eoeipts of the 

org&niz&tion or enterprise. 

i . All loans must be gut.ranteed by the party responsible for 

the organlz&tion . 

j . Draft agreement or contract must be signed by the follow-

ing parties: 

1 . The org&nizat i on applying for t he loan . 

2 . The enterprise applying for the loan. 

~ . Tbe BOard of Trustees . 

7 . Vfuen draft agreement is signed, one copy of it will be sent 

t o the Sino-British Purch&sing Commission for execution and 

one copy to be kept by the office of the Foundation. 

8 . Upon t he receipt of the report from the Purchasing C0111111asion 

that the -terial has been purchased, the Foundation will 

proceed to s i gn the final agreement or contract 1n place of 

tbe draft agreement. 
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g , Attar the complete arrival o~ the material purchased, the 

repa~nt of capital and interest should be made once a year 

or semi-annually. 

10 . Capital and interest on all loans ehould be calculated in 

Chinese ourrency. In case o~ loans for materials calculation 

shOuld be based on the average price o~ silver in London on 

the day or pa~ent . 
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ABSTRACT OF AGRggMRNT 
between 

'lHB BAliK OF CHINA, acting on ite own behalt and on 
behalt ot a &.nld.ng Syndicate, and 
TilE PDUI OF OTTO WOLFF , acting on ita own behalf and 
on behalf of a group ot German Manufacturers . 

1 . PURPOSE 

To build a railway l ine in Kiangai be tween the cities 

ot Yueaban and Nanohang. 

2 . FINANCING 

The Ministry ot Railways ot the National Government 

70 

ot the Republic of China and the Pr ovincial Government ot !U.angai 

agreed each to i ssue and band over to the Bank ot China bonda of 

an aggregate amount ot Yuan 12, 000, 000. 00 (Yuan Twelve Million), 

that is altogether Yuan 24, 000, 000 . 00 (Yuan Twenty- four Million) 

for the purpose of securing and repayi ng the advances to be made 

by the Banking Syndicate and the Company to the Railway. 

S , MATERIALS 

The Company agrees to furnish railway materials auch 

aa rails, bridge materials, rolling stocks , etc . to the Railway 

on the terms agreed upon, up to a value ot not exceeding at the 

t i me of deliveries Yuan 8 , 000, 000 . 00 (Yuan Ei ght Mill ion) on oredit . 

4 , INTEREST RATES 

The advancu to be made by the Company shall boar intereat 

at the rate ot seven percent !~) per annum to be pai d s emi-

annually on June 30 and December 31 ot each year. The payment of 

i nteres t shall have priority over the payment of capital . 
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5 , PAYliE!iTS 

The Company agrees that all proceeds whether ot interest 

or redemption payments accru~ trom the Benda shall be pooled 

in the joint interest ot the Banking Syndicate and t he Company, 

the Coapany to receive out ot the pool 1n repayment ot interest 

an4 advance the amounts agrt,ed upon. 

In case ot the proceeds ot the Bonds falling short ot 

the amounts receivable by both the Banking Syndicate and the 

Company, the amounts falling short are to be distributed by the 

Bank to the Company and to the Banldng S)'lldicate in the proportion 

ot the amounts payable to either party accord!ng to the schedule 

agreed upon. In such case the unpaid portion of such amounts 

shall be paid as soon as the proceeds ot t he Bonds permit, subject 

however to distribution of surplus proceeds , it any, in proportion 

to the amounts in arrears and receivable by the Bank and the C0111pany. 

6 . PRICE OP Jo!ATERIALS 

The prioes ot the Railway materials to be supplied by 

the Company shall be fixed by mutual agreement between the Company 

and the Railway as soon as the specifications of the more important 

aaterials such as rolling stocks, r ails, bri~e ID&terials , etc ., 

are available . 

7 . TRANSPORTATION OP Jo!ATERIALS 

It ia agreed tbat all the supplies by the Company from 

Germany are to be carried in German sh ips at a rate not less 
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tavorable than tboae obtainable from shipping companies ot 

other nationalities . The Bank agrees to pay the freight 

including insurance out ot the conatruotion loan provided for; 

auob paYMent to be made in cash in Berlin or in Shanghai at the 

option ot the Company on the day ot Shipping from German7. 

8. BANK ACCOUNT 

It is agreed that tor any amount actually received by 

the Company out of the pool or out of the net revenues of the 

Railways, the Bank shall open an account tor tba Company either 

in Chineee Standard Dollars, and/ or in CuatOllla Gold Unit , and/or 

in any currency convertible at the current rate of exchange . 

The Company assume a all r1sk.e of exchange. 

9 . BANK AS TRUSTEE 

The Bank will bold the entire propert7 of the Railway 

ae truetoe not onl7 for the Banking Syndicate, but also tor the 

Compan7, and attend to all the matters necessar,. to secure full7 

and completely the advan.ce s of the parties hereto . I f revenues 

ot the Railways are available, it is agreed that two- thirds (2/3) 

shall go to the bank, and one-third (1/3) to the Company. After 

satisfaction ot the Bank' s loan, the whole is to go to the Company. 

10 . PREPERXN'l'lAL RIGHT 

In case foreign firms are invited to submit tenders tor 

any constructi on work on the l ine troa Yueaban to Nanchang in the 

Province of Kiangai or any extensi on thereof, the Compan7 to be 

invited to partioipate and to be given the preference on equal terms . 
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11 . BANKl!IO TRANSACTIONS 

The Company will entrust the Bank or China with all 

banking transactions arising 1n China rrom the present contr act, 

and 1n turn the Bank or Ch1na will share them equally with 

tbt Deutsch- Asiatiaohe Bank of Shanghai . 

12 • .u!BlTRATORS 

All disputes arising out or this Agr eement are to be 

dsoided by arbitrators appointed by both partiee according to 

agreement . 

73 
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IIEIIORUDUII OF THB Cli:tl'l'RAL BUX OF CHl!!A 

1 . THB HISTORICAL BACXOROUliD OF THB CBJI'l'RAL BAliK OF CHIIIA 

The tirat modern state bank ever eatabliabed in Cb1ne waa 

the Hu- pu Banko It was tor~d with a view to ia auins note1 end 

unifying a1lver currency. Pour year• later it waa reorganised 

and incorporated into tbe Ta Cb1ng Bank at tl» end ot tile Ching 

Dynasty. Tb1a Bank, with branches tbrougbout the oountry, ••• 

torced to a oloae by the revolution ot l~llo Itt Sbangbei br anch 

••• reorgenized under the name ot the Bank ot China. A taw yeara 

later, tha Benk removed ita bead office to Peking ancl eatabliabed 

branobaa in different leading oitiea . It wee then coDiidered 

ao .. wbat like a oentral bank in en European atyleo But again 

time end ciroumatanoea did not allow the Bank to exerciee it• 

full oontrcl over note iaauing and govaru.ent depeaita. Conaa• 

quently, it could not play ita activity aa a bankare 1 bank but 

merely aot aa a partly goverDment bank and partly •• a large 

oo .. eroial banking house. 

Reeliaing tile neceaaity ot creating a central bank tor tbe 

future auooeaa ot the conatruction or modern Cb1ne, Dre Sun Yat• 

aen reated tb1a heavy reeponaib111ty on the eboulder ot Mr. T. v. 

Soong, who toUDded a •centrd Banlr ot Chine• 1n the year 1~23 

witb ita bead ottioe 1n Cantone Tbia 1net1tution waetberad many 

aterling teate during tbe aubaequent oriaea encl gradually gained 

the publio oont1denoe 0 Owing to the re.oval of tbe Central Gov­

ern~nt to Nanlring, the Bank • •• later incorporated 1ntu tbe 
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Wben tbe Yiotorioue ara111 or tbe National GoYarn.ent con­

quered tbe Yangtze Valley, a new branob or tba Central Bank waa 

establiabed in Hankow in December , 1926. Owing to tbe oo~uniatio 

up-rieing, tbia brancb wa a roroed to oloae it• doore . In tbl 

winter or 1928, the reYolutionary roroea completed tba ailitary 

campaign and tbe country began to reau•• ita peaceful order . 

Tbe Government tben promulgated tbe Cblrter or tbe preaent Central 

Bank or China wbicb wa1 paesad by tbe State Council or tba Hational 

Government on October Stb or the eame year. On October 26tb, tbe 

Reguletione goYerning tbe Bank were eenotioned and pro.ulgeted by 

tbe Stete Council. In aooordenoe witb tbe Charter, tba National 

GoYarnment eppropriated t wenty million dollere tor ite paid- up 

cap1tel and tbe bahk ror .. lly opened ita office in Sbangbaio 

Tbe Bank i l empowered to do tba following tbinge: 

1. Ieauing not•• · 

2. K1nt1ng and dietributing currency. 

3 . Acting •• a goYernment dapoe1tory. 

4. Underwriting doseetio and rora1gn loan• • 

The Bank i1 peraitted to pureue tbe following buaine11 1 

1. ReoeiYing depoeit• • 

2. Cuatodying l egal resarYel or otber banks . 

3 t Aot1ng ae a clearing bouae tor banka o 

4. Rediscounting 1ntareet coupon• or t reaeury notal and bonda 

ie oued or guaranteed by tbe Net1onal GoYernment o 

6. Red1ecount1ng do .. et1c bankl' acceptances, do .. et1c com-
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IO!IIORAJIDUII OP 'lliJt CBII'l'RAL B6R OP C!!I!A 

1 . 'l'lll! IIISTORICU. IIAC!tOROlTJD OP THE CB11'!11AL BAR OP CHIM 

Tb t t1rot aodorn ototo bonk •••r ootabliohod 1D Obina wao 

tbo Hu- pu Bonk. It wao toraod with a rtow to ioauilll not01 and 

~tJina •1l••r currtDOJ• Pour yeara l a t er 1t ••• reorganized 

and 1Dcorporotod i nto ti» To Cbina Bonk a t tbo and ot tho Chilli 

o,naoty. Tbio Bonk, with branchao tbrougbout tho country, wao 

tor ctd to o olooo by t bo revolution of 1911. Ito 8bonghoi hrancb 

was reor ganised un~ar tbe name or the Bank or China . A taw ,...IPI 

lotor, tbt Bonk roaovad ito bttd offi ce to Poking and ootobliobad 

broncboo Lb d1ttoront loadins oitioo. I t • •• tbon coneidorod 

eo~wbat like a control bonk ib on Europeon atylo . But osoin 

tt.e ond o1rou .. tanooo did not ollow tho Bonk to oxoroioe ito 

tull control our note ioeuillg ond goverDMnt dapoe1te. Conu­

quantly, it could bOt play ito oct1vity ol o bankoro 1 bonk but 

aoroly aot aa o portly govorn.ent bonk oDd portly oo o lars a 

co ... rciol bank1ng bouoo. 

Raali&i bg t be necooa1ty ot creating a control bank tor tbo 

fut ure •ucceea ot tbe conetruot1on of aodern Cb1~•• Dr. Sun Yat• 

eon rooted tbio hoavy rooponeibility on tho obouldor or Mr. ! . v. 

Soong, who found ed 1 •control Bank of Cbine• in tbo yoor l92S 

with ite boo~ ottioo in Centeno Tb1o 1net1tut1on woo tbortd .. ay 

otorl1QC ttltO during tho I Ubltquont orioto ODd srodaelly SOiDOd 

t ho publio oontidonoo. OWing to tbo roaonl ot tbo CoDtral aov­

era.eat to Honkins , tho Beak ••• later inoorporetod into tbl 

hoact'lllll PPoY1ao1ol Baa~ 

-----. --- ---·. -
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When tbe •1ctor1ouo oraloo ot tbo Hotionol Oo•ernaent oon­

quered tho Yanct~• Vollo) , • now bronob or tbe Contr ol Bonk woo 

ootobllobod in Hanko• in Doceaber , 1928. OWing to tbo ooaaun1ot1o 

UP-r1a1n&1 tbla brancb • •• foroad 'o oloa• ita doora . In tbe 

wdntor or 1928, tbo revolutionorr torcoo ccmplotod tbo a111tor r 

campaign and tba country began to raauaa it1 pea oatul order . 

Tbo Oovernaont tbon proaulgotod tbo Cbortor or tbe prooont Control 

Bank or Cbino wbiol> woo poaood bJ tbo State Couno1l ot tbe Motlono l 

Oo•orn .. nt on Octobor 6tb ot tbe oome 1•••• On October 25tl>, tbo 

Rogulot1ono governing tl>o Bo nk • ••• oonotionod ond proaulgotod bJ 

the State Coono11 . In accordance wltb tbe Cbartar. tbl iatioDAl 

Oonrnaent oppropr iated t wentr a1111on dolloro to.r ito poid- up 

oopitol ond tbo bobk !oraollr oponod ito o!tico 1n Sbongbl1o 

Tbe Bonk io IWpoworod to do tbo follow1y tb1ngo 1 

1. Ieeu1ng notea . 

2. V1nt1ng ond diotr ibut1ng ourrono~. 

3 . Aot1QS •• a goYar~Dt dapoa1torT• 

4, 11Dderwr1t1ng domut1o ond foreign loono , 

Tbe Bonk io 2!•a1ttod to 2uraua tbo !ollowiy bUiii'I.OIIS 

l . Receiving dopoo1to , 

2. CuotodJins legol reoorveo ot otber bonkl o 

S o Actina •• a clear1QS bouaa tor benka . 

4. Rad1aoount1Q8 1nteralt coupon• ot tuoour) notaa en4 

1eQued or guarantaeO by the National Go•araa.nt . 

5. Rad1eoount1ng do..atlo back• ' aoceptanoea , do.eat1o 

awolal pepera •nd tt..e drarta. 

6. Buring ond oolling foroisn dro tto tor collection, 

bondo 
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7. 8uy1ng ond oolllns doaoDd drotto oDd cboquoo ot ro­

lloblo rorelsn ond do .. otlo bonko. 

8 , Burtng ond oolllns trouur1 notoo and bondo luuod 

or suorontood by tbo Notlonol Oo•or a.ont, 
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9. 8uJ1as ond oolllng oll••r baro, sold bora ond toro1sn 

ourreno1ea . 

10. ~oklng do~otlo ond rore1sn romlttanooo and 1oou1ns 

oeab1er•a ordera. 

11. llolr!ng loono ooourod by o1lvor and sold bora, 

12. llolring loano wlth troooury notoo or bondo 1oouod or 

suorontood by tbo Notional Oovornsont oo ooour1t1oo, 

13. 'l'ranooot1as on:r buolnooa ontruotod b:r tho Oonrn .. nt , 

Tbo Bank 1a orson1aod upon tbo boola ot tbroo ooporoto poworo , 

noaol;r, tllo los1olot 1ve tunot1on, s overnod by tho baud ot dil'ootoro; 

t~ aupervleor~ function, 41aebarged by t he auperv11or y council end 

tbo oxooutho runotlon, portoraod by tbo Oovornor and t wo doput :r 

sovornoro , In b1a 1naueurat1on opoooh, llr . T. V, Soong, tho t l rot 

SOYornor, oapboo1&ad that tbo pol1o:r ot tbo Central Bonk lo .. 1n17 

a1aod ot throe pelnto, naa.l:r, tbo unltoralt:r or ourrono:r tbrousb­

out tbo countr :r, tbo un1t1oot1on ot go•orn.ant dopoa1tor 1oa, ond 

tbo roodjuotaont ot doaoot1o tlnanoo . Bo oleo atrooood tllot o 

ototo bonk obould ala at tbo lntoroot ot tbo pooplo 1notood ot 

profit aoll:1ng , Tbo ult1•te ala ot tbo bani< 1o to bo o bonkor o ' 

bank. 

In tbo poot tow :rooro, tbo Bonk boa pro•od to bo •••:r oucoooa­

tul ond bPanot..a woro oot obllob..t 1a .. alr1as, BaDI<ow, Baaobow, 

T1oat o1a, ~7, Cboncta, •uba, ••noba"*• Toinoa , 'l'o1ngtoo, Cboaobow, 

Taasobow, Kaltuc , P1op1ns , l ol olnnoa, loaobow, Poapa, St.. ooboa, 
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n ald.oQI, Cb.I.JildoQI, Lo;raQI, Jl'ooobow, S1Jipu, llingpo, Sb1bob1o• 

obOOQI one! CbWI&Id.Qio In 111~ !Jr , li. 8 , IWQI ouccooc!oc! II!' , T, V. 

Sooac • • Oo•ernor . Under b11 8&naaeaent, new epberea of activity 

have been aorupuloualy carried o~t . A Reaearoh D.part .. nt • •• 

odc!oc! to tbo Bonk 1JI 111~8 tor t bo purpooo ot aoking conotont otudr 

ot t bo ooooo.to condition ot Cb1no oo woll oo tbot of tbe worldo 

In •1•• ot t be conatant inor•••• ot government depoaita witb tbe 

Book, a Tr ooour7 Doport•ont woo eotobl1obed 1JI l9St to oot oo 

su.oro.ent dopooi t or 7. Durins t be recoot 70or1 , tbe Control Book 

boo plo7od o proc!omnoot rolo i .o tbo notional t1Donoe ond ito 

original oopito l woo bord17 outtioiont to cope witb tbo o1tuotion. 

Dr . I UDS petitioned t be Oovora.ent to incroooe ito capital to 

$100, 000, 000, wb1cb ••• oppro•ed in April , l93t. 

2 . TilE PRBSBII'I' OROUIZATION OF TBB CEN'l'RAL BAliK OF CHIJIA 

I t .. 7 bo well to g1vo o detailed acoount ot tbe orgoniaotlon 

ot tbe Control Bonk or Cb1no 01 provided in tbo Cborter0 Tbo Bonk 

boo o Boord or Dlrootoro conoioting of ll to 18 .. aboro oppoiotoc! 

b7 tbe Notional OoYor oment . Aaong tbo dlrootcro at leooo one reP­

relent• t be agricultural, one tbe 1nduetr1al, one the oo .. ercial , 

oDd one tbe bonking intoroeto. Tbe diroctoro' toouro io rixec! tor 

a t er a ot throe 7earo but t bey oboll bo eligible tor rooppoint .. nto 

Sovon ot tbo dirootoro oro dooisnotod oo Monaging Dlrootoro b7 tbo 

•oti onol Oovora.onto 

Tbe tunotiona ot tbe Board ot Director• are •• tollowaa 

l o To tor•uloto tbo buoinooo poli07 or tho Benko 

2. To 11% tbe aaount ot not•• t o be 1a1ued . 

So To plori tho olloootioo or rooor vo !Dade, 
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4 . To oxoatne and approve tbo budgot and t1oono1ol ototo-

aont or tho Bank. 

11. To d~art r uloo and regulot1ono. 

6 0 To ootobliob or obol1eb bronoboo and ogono1eo. 

? . To deo14e on the queat1on ot oaplta l inc~•••• • 

8 . To doc1do on any buo1neoo brought by tbo Oovornor. 
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Tbe Cbortor oloo prov1doo tbe Control Bonk or Cb1no 1 Super­

Yioory Coa.dt too oono1ot1ng or aoven aoaboro, wbo oro appointed by 

tbe National Go•eru..nt . A.ong tbe •••bera two repreeent the 1n­

duotr1ol, two the oo .. erc1ol, t wo tbe bonking 1ntoreete and one 

t~o Boord ot Audit or t bo Oovorn.ont . Witb tbo exception ct tbo 

... ber repruenUng the Board ot Audit ot tho llot1onol Oovernaont, 

wbo IDIJ be ohangod b:r tbo Oon r .... nt rroa tiao tO tiM, t ho hra 

of ott1oe ot tho otbor aix aeabore or the ouperv1eor:r oomaittoo 

1a two ye1r1 but three membera , one r epreaanta eaob lnterea t , ot 

tbe t1ret appo1ntaont ohall retire oooord1ng t o Oovornaont order 

etter one 1••r ot aervloe . 

The tuaatlona or t he Sup~rYia orz Co-.Ittee IZI •• tollowe: 

l o To oud1t tho aooounto or tbo Bonk. 

2 . To 1napeot tbo reeorvo tunde or tbo 8onk. 

3. To inspect the amount ot notea 1aaued. 

• • To exaalno ond eud1t tbo budget end t1nono1al ototo­

aont or tbo Banko 

'!bo Bank 1a ooapoud or tbo tollowii)C dopertaonhs 

l o BAIIJaliO DKPAR'Dmll'l'. 

Tbo Bonking Dopartaont bot a gonorol ••s •r wbo h eppo1ntod 

by tba Governor or tbo Benk w1tb tbo oonoont or tbo Board or 
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01reotor1 . One or .are aaeiatant gene~al .anagera a nd ,er pro 

u noaer• are to be appo111tod bJ tbo OoviOl'aor u cond1t1ouo ro-

qutre . The aonerol .. ~·a•r .. n•a•• tbe dopor~ot under tbo 

order• or tbo Governor ODd Doput J Oovornora . Tbe •••1otant son-

oral ullasoro aoalot tbe sonoral aooasor and tbo per pro .anoaoro 

ottend to dut1o• •••tsned bJ tbe soneral .. nasor , Tbo deportment 

11 d1v1dod 1nto tbe tollow1na d1v1o1ono: 

1 . Cor reepondonoo d1Y1o1on 

2 . .t.coount1na d1Y1o1on 
3. Depoo1 t d1v1a1on 
•· Loon and dlooount d1v1olon 

6 . Do•eot1o oxobanao d1v1o1on 

6 , Porotsn OXOh&D81 d1Y1810n 

7 . Caab1er 1 a d1v1alon 

8 . Cuotod1an 1 a d1vlo1on 

2 , I SSUE DEPA.R'I'MEKT . 

Thia department haa one general Mnager and one or .ore ••-

a1atant ganer1l manager• and p4r pro .. naaera . Tbey are appo1Dt ed 

in t be saae ao DDor •• tboo o in tbo Ba nkina Departaont, .t. nuabor 

of 1aoue agenta are oont out bJ tbla Bureau l n dl!toront prov1ncoa 

in charge o t note 1aaue, and recently a branob ••• orsen1zed at 

Cbunaklna. I n tbe oeor futur o, aoro bronobeo will ba orsonlzod 

in roaoto d1otr1ota w1tb a view to ovorcoaina tbe d1t!1oultieo ot 

s oog.ropbloal barrier . Tbla dapertment 11 divided int o tho follow-

l ng d1vla1ona: 

1 , Corroopondence d1vlolon 

2, .t.ooountlbS d1v1a1on 
3 , Bank notoe d1v1olon 

• • Ceebier 1 a d1v-1e1on 

3, TREASURY D&PARTIIBNT, 

taut genara l unaaora and par pro .. nasor o, Tb•J are appo1ntod 
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1a tbe uae •n~~tr u thou 1o tbo S.nlt Deportaent . Thl• depart-

.. nt 11 divided int o tbe tollOW1ft8 divi oiono: 

1 . Correepondenc• d1Y1110n 
2 o ~ccountlna divioion 
~. Dopooitory divioion 
4. Bond d1v1oion 
5 o Cu•tod1an ' o divio1on 

4. ~UDITIMG DEPA.R'l'liENT . 

'1'h1o dopartaont blo o cbiof ouditor and o n aooiotant cbiof 

oud1tor . Tboy are appointed by the aovunor with tbo con11nt or 

tbe Boord of Direotoro . Ono or .are auditor• to bo appoi nted by 

tho Governor accordina to buoi no=• conditione. Th1• doportaent 

io divided into tho following divloiona: 

1 . Correapoadence d1v1e1on 
2 , A.uditing ond colculoting divioion 
~. Statiotico divioion 

5, SECRETA.RUL DEP A.R'l'liEIIT . 

Thio deportment boa ono cblot oocrotary , on aooiotant cbiot 

tecretar, and one or •ore •eeretart•• • They are appointed 1n tbe 

oaee aannor ao tbooo ottioor o ot tbo A.uditing Department . Tbio 

deporteent 1o divided into tbo following dido1ono: 

1 , Contide~tial divioiOD 
2 . Correapondence 41Y1110D 
~. Generol attoir di vioion 
4 . Store div1a1on 

6, ECO!iOIIIO RESEA.RCB DEPA.R'l'lll!llT. 

Thio de partment baa a Direot cr and on A.ooiotont Director. 

Tboy ore oppointotl bf the Governor with the conoent of tho Boer d 

ot Director•• In th1o deportawnt t her e it a Reooorcb Conaittee, 

t he .. abero of which are oithor invited or engoged b7 opaoial 

orranae .. nt or appo1Dtod by tbe Governor . Jo oal ary but oo .. 
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allowanoe 1Lr6 given to tbooo .,_bora on tbe oo-1ttoe engaged by 

indtat1on or apoo11Ll a.rr~Lng-ont . 'fho C..altt .. 41rt4oa ita 

work• ..on& tho following aootiona: 

1. Section on agriculture 
2 . Sootiorron 1n4uatry 
~. Section on oo ... ro• 
4 . Section on rtnanoe 

Thla 4op!Lrbnont baa tho following diviaiono: 

81 

1 . General A1'tdr 01v1aion 
2 . Compilation 1Ln4 TriLDolation Division 

:1. TllB BA!IIt1 S POLICY Ill 'I'HB PAST PERIODS OP POLITICAL AIID 
B:OHOIIIC CRISBS 

It hal boon o1x yaaro oince tho oatabllaluoont of tho !lank, 

duri ng which period, tho Bank 11hilo atru&Gl1n& through repeated 

polit ical 41oturbancoo and finanoiiLl contuaiono, maD&gOd to 

atrongthon ito own position and tultillod ita dutioo ao a atato 

bank by conetantly helping tho Go•ornmont in financial ~attora 

an4 controlling t ho money market. During tho tirot aprlng ..ttor 

t he oatiLbliobment ot tho Bank in Kovombor, 1928 , 1n aplte ot tho 

.Ullt!LrY .,v....,nts 1n tho Wuohong and ~o• diotriota , t he Bank 

hoa boon able to -1nta1n tbo tlniLDOial altution of tho country 

1n ,. holllthy a tate . In October, bownar, u IL result of Genorlll 

Shih YU-aan' o rebellion followed by the hoatlliti oa at Hankow, 

money booiLMO ao tight that tho native intereat rooo to ao high ILO 

50 canto per $1,000 per day . The B!LDk, in order to moot thia 

emergency, took up tho loadorahlP to advance a owa or $2 , 000, 000 

to bllnka in to,.. ot ovordr&tto !Lgalnot ..,rtgllgea and lnfluoncod tho 

Bank ot Chln&, tho Sank ot Co•un1o1Ltlono IU\d oomo toroign bomka to 

tollo• auit . 'fhuo tho criticol .,.,.nt t.aa tided over . 
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At tlw and or lll&roh, lV29 , Hunan provLnoo rebelled against 

th.,. loadins to troop .,vo.,.nta &long tlw Taoatn• ValleY• While 

the war olouda wore baD&Lns over the Central China , unoorupuloua 

epaoulo.tora took o.dv&ntago or th1a opportunity to aproo.d unfavour­

able nowa aga1nat tbo notea 1aaued by the Bank in ant1o1pat1on 

that thel' aJ.ght r eap bandaome prot1ta therefrom. A run on the 

Bank na atartad. This was t he tirat 1no1danoa of ita kind in the 

hiatorl' or the B&nk and 1t was oauaed hl' th<l oo11Pl1oo.tad pol1t1eal 

aUuation. Attar tour daya or eont1nuo\UI run , during wb1oh ti>A 

Bank f reely paid ita notea , w1tb bua1110U houra astendod, pubUo 

oon11deno• waa roatored and the orlela ••• over. 

The following table abowa tho volu.e or notea redeemad during 

the tour dal'• or the run: 

DATI NO'l'ES CASHED 51 BANKS 
NO'l'ES NEDRBNED AT COIJN'I'ERS 

TO'l'AL 

ll&roh s • 286 , 0S5 • 41.6 , 000 • 70l,OS5 

6 324, 000 
326, 000 

64G, OOO 

7 uo,700 
76 ,000 485 , 000 

8 161, 000 
25 , 000 276 , 000 

Dur1"8 tbe oourao or tho run, an ornoar or tho Bank -d• 

the rollowiog at~teaent when iotorYiewed hl' praaa ropreaentati~•·' 
"'rhla covement . 1netead ot oaat1ng any bad erteot on tbe hank, 

hal given the public a ohanoo t o teat tho aoundneaa or tbA Bank . 

I t it wa~o not ror t h i a run, people would be unable to xnow the 

autfio1onoy of our oaah roaerv••· I am glad that we have boon 

given an opportunitY to build up a atronsor public oontidonoo 1n 

our bank . " 
'fbe ro~olt ot oanoral ~ Tu-aan i n 192G again W>dondnod 
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tbo publ1o oontidoaoo 1a tbo BeAk ' • uotoo. Oa Dooo•bo~ G, lG2G 

.. n:r poo plo oo•o tor rodoapt1on. ~bo Bonk opo r od no ottort to 

bondlo tho crowd ond tho o1tuat1on ••• ... otbod out 1n a tow dayo0 

Ia tbo tirot balt ot tho yoor lG~l, tbo Manking.Oonton opl1t , 

tbo unprecodontod flood or tho Yangtu Volley ond tba llanobUJ"1oD 

troable ca .. one atter anotbcr . Money ••• tight everywhere and 

tho pr 1ooo or t bo bondo wore boadtag tor • etra1gbt downword t rend . 

Tho Benk in oo-oporat1on dtb tho •ollbor bonlr:a ot the Shanghai 

Benkoro' Aoooo1at1on o~ondod loono ooourod by bondo to tbo e~ont 

of $6,ooo,ooo. Tbo run on tbe "•t1onel 1nduotr1al Bonk or CbiDo 

1n Ootobor waa brought to an end with tbo a1d ot $1, 000, 000 od-

•onood b y tbo Control Banko In Ootobor tbo Bank obippod 

~,000,000 t o tho Worthorn ProY1nooo t o roloooo tho f 1nono1ol 

otr1 ngono:r there. Soon otterwud, tho Shcngba1 100no:r •rkot 

beooao e~roord1nor1ly tight. Mot1•o bonk 1nteroot roto boo.ed 

up to 60 conto . Tba Bonk 1n oonJunoUoa wi th tbo Soak of Cblao 

and tho Bank or Coaaon1oat1one ex-to:lded loan• aaou.ntlns: to 

$5, 000, 000 ond tinolly ouooeodod in bringing t bo 1ntoroot r oto 

book to nor .. l oond1t1on. 

At tbo bog1M1ng or 1G~2. tbc 81no- Joponooo boot1l1t1oo broke 

ou t ot Sbane:ba1. Tho wbolo oo.....,1t:r woo pon1o-otr1okon. Buo1nooo 

ao a whOle wu ollOpondecl ond tbo tlaanolol or1o1t rooobod ito 

ol1 .. x. BoweYer t ho t1nono1el l oodoro toood tbio or1t1ool Junot \U'e 

wlth cal• and reeer~•• AI eoon aa t he beak• re.u.ed bualne••• tbe 

Central Bank made no reatr1ot1ona wbateoe•er e 1tber on wltbd~•••l• 

of dopoo1to or redoapt1on of bonk not•• • Otbor bonko followed 

o1a1l~ otepo ond the publ1o woo t buo poo1f1ed. Tho t oot tbat tbo 

Go•era.ent could ... t 1to t1nono1ol aoodo oo t1ofaotor1l:r dtbout 
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rooouroe to new boll4 1uued thl'oqbout t"- year ••• -1nly duo 

to tho tributary eftorta ot tho Central 13&nlc . 

In 1G33 quito a tow unfor tunate incidents happened ouch as 

tha Cbarb&ll' attalrs, tho Yellow River Flood and tho Pukion ro-

balli on but they bad created 110 alarming oftoot i n tho tin&noi&l 

world. On tho contrary, tho prices or bonds witnessed a steady 

upward trend as a result or sound govorn.ont financial policy 

and the easy money market 1D Sh•nshai which caused by tho largo 

C01lC ODtrat1on Of O&ah here dUO to budnoao depression and &gri-

cultural collapoe in rur&l diatriots. Purins tho 70ar 1933, tb& 

Bank hac:! playoc:l no am&ll part in brid&ins govorlllUnt loana , in 

completing tho work or abolition or tael, wbich 1a an illlportant 

stop towarc:l etandardiz&tion or currency and in turn1oh1ns out-

fioiont monoy 1n tho different financial contora. 
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Ev~>r ainco Auguet , 1!134, the outflow of s11Yor !rolll Shanghai 
GovarDillont tho 

started to 1noroaao in o.n &lall'llling figure . 111 an order or the 

Centr&l Banlc, tho B&nk of Chin& and tho Bo.nlc ot COIIIIIWilcation 

ors&Dizocl an Equalintion Charge Co..,ittee • wbich is empowered to 

tlx tho dally silver export equalization tax beginning trom October 

15th with a v1ow to ohecklns tho continuous outflow or oilve r 

which wu undell'lll1n1ng tbe financial atructuro of tbe Whole ccuntii'J . 

In Pobruary, 1936, SbanQbal was facing a !1nanoi&l stringency 

on o.ccount of tho export of silver. Tho IJ&nl< agdn took up the 

roeponsibility or relievins the o!tuatlon 1n collaboration with 

tho ator-ant1onod b&nlca b7 adY&D0111S 1_,. to baDI<a o.nd buainosa 

ontorprioeo . At tho end or April , t1ghtnesa waa &gain otrongly 
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tolt by tho •oDey .. rkoto Tho 1881noDt tiAo noial orio1o woo 

o•ortod only otter tbo Bank bad oponoorod loooo to tbl oxtont 

of 42(),ooo,ooo. 

Tbe forosoins oooouot boo obown uo bow tbo Bank tuU1llo ito 

duty ••• ototo Bank 1n helping so•ornmoot tinencol end in r•su­

latln& the money market when ocoae lone ar1•• • ~be euooeee 1D 

tbloo offorto oxpllino wby tbe Bank boo oYor otrongtbonod 1to 

own pot1t1on . 

4. Tlll! RBCEJPI' DBVI!LOPIIIDI'l' OP '1'111: CBJPI'R.\L BAJIX OP CHIIIl 

Ever e1noe ita eetabl1e~nt, the Bank bas taken over a pe~t 

of t be work 'l; berototoro ontruotod to tb.e Bank of Chino aD4 tbo 

as 

Bank ot Co.mun1oat1one 1s o go•ernment depoeito~y. FOraerly, tbtre 

••• only o troooury d1vioion in tho Booking Deport .. nt ot the Bonk 

to cere tor eucb .. tter . 11 the sovernm.nt depoeite grew larser 

ond larger 1n tho Bonk, 1t woo fel t nooeoury to orgonile 1 tr .. -

IW'J doport .. nt to ... t tbo o1tuoUon. On Jonuory 1, 111:1•, tb1o 

deportaont woo for .. l1y ootob11ohed. It wao entruoted with tho 

ouotody of o11 k1ndo of go•ornaont tundo ond tb.e took ot r odooalns 

aovern~ont bon~ • • Thua the Bank • •• .. de aD 1aportent aeoban,1ea 

in the t1nano1al atruoture or tbe Goveru.ent. 

AI ti .. wont on , tho Bonk gradually boca .. tb.o control pilllr 

in tho aonoy aorkot or tho oountry. Tbo look of ouob o bonk 1n 

tho pUt hal OOUIId the f1n•no1al o1rolo sr .. t d1t!1oult111 ill 

.. etlng cr1ee e . The e1tuat\on • •• turtber aggra•ated bJ t~e wul• 

t1po1oity or noto- 1oou1ng bonko. Tbo dontor of ouob ~ oontuo1ns 

note - 111ulns • T•t .. • •• lone ego reoosDisad by .. atern oountr1ae . 

Tho MotloDal Banking Syoto• of 1861 • n & .. r 1oo • • • de o11nod • • • 
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...... 47 tor 1110b 4eteo to . 'fbe Bank or a.&lc4 attar 18«, tbe 

8aDk ot Pr~oe aft er l8t 8 and tbe Re1obob.nk alter 1875 .. ra all 

s1•en tbe •~olao1•• right or nota 1o .. 1ng 1n or4er to regulate 

tbe a~K>ant ot not .. 1n o1rolllat1on. 

Tbe Central !lank ot Ob.lna bao o lllt1nte4 a otrana Pllblio 

e>ont14ene>e 1n tboir noteo w1tb1n a obort opaoe ot u..,.. 'fbeir 

...,., ... oan be JQ4ae4 by tbo rap14 1ne>reaoe or tbe •ol,..• ot 

tbdr not .. 1n o1rolllat1GD tor tbe paot taw yearo . .t.t tbe en4 

or 1938, tbe year or ito eotabli~nt, tbe •olu.. ot tbeir nota l 

1oaWtd atoo4 at $11, 712, 92:5, an4 011 Septeaber 27, 19:55, 1\ bao 

reaobo4 $117, &:S0, 529. !lore reoently, alter 1n<>opt1Clll or the new 

aonetary polie>y, tbe b.nk1 o noteo 1ooue reae>be4 $22t, :S2t,tt:S. OO 

on February 29tb, 1956. 

'fbe following tableo obOw tbe •oluae or noteo ot tbe Bank in 

e>1rolllat1GD aDd 1 t o peroentage to tbe total note 1aeueo ot all 

'f~ I 

.t.IIOU!fr OP liOTBS IS3UIID BY TBB Cllll'fRAL BAn 01' CIID.t. 

1928 Deo . Ill 
$ 11, 7U, follli. OO 

1929 Deo . lll 
15,739, 8&11.00 

19:SO Deo . lll 
22, 1169' 228. 00 

1931 Dao . 31 
115, 17:5,3611 . 00 

11152 Deo. 31 
39, 11110, uo.oo 

1933 Deo . 31 
71, 06:5, :S01. 00 

11136 Deo . ll1 
8&, Ot&, &10. 00 

1956 •o•. ll 
1ll5, 116t, 7M. OO 

llllll! Deo . on 179, 923,1!4&. 00 

11156 h b. 119 IUU, azt,ttli . OO 
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TABLE 2 

Pl!RCENTAOES OP IIOTES ISSUBD BY CEII'l'RAL BAIIIt OJ> CHill! 

'lO 'li!E Al!OUII'I'S ISSUBD BY ALL BAIIKS Ill SHA!IOHAI 

87 

PI>11IOD A VEIUGB AIIOIIIft' ISSUED AIIOUII'I' I SSIJl:."D BY PEIICEIITAOE 

In CENTRAL BAliK ALL BANKS 

1928 • 6,766, 000.00 $230 , 11&S,OOO. OO 2 .9~ 

1929 111 ' 129. 000 .oo 265 , &91, 000 .00 7 .~ 

11130 17, 435 , 000 . 00 :S02. 302. 000 .oo 5.7~ 

1931 32, 672 ,000 . 00 297,095, 000 . 00 11.~ 

1932 30, 195,000.00 245, 164, 000 . 00 12.31~ 

1933 53, 6S7 , 000 . 00 26S, II47, 000 . 00 18 .8~ 

19M 76 , 688,000 .oo :562 , 347, 000 . 00 20.~ 

111 :!5 (lot 
II 1110ntba) 92 , 626,000.00 578, 942, 000 . 00 24 .4~ 

It ie rather aaa~ing that the Bank in a brief period of leas 

than eix 7ears , ~ bec011e one of the largest iaaue banka in the 

countr,, aeoon4 onl7 to the Bank of Chine whioh has a •uch longer 

Arter the announcement ot the new monetar7 decree on 

November S, 1935, when the notes ot the Central Bank of China, 

the Bank of China , and the &nk of Commun1oat1on.o ...,re -d• legal 

tender , the note iseue of the Central Bank assu.ed still bigger 

per centage ot total legal tender issued, being $224 , 324,443. 00 

.... '1~ ....., .. , , J$, 

ap.lnst $700 , 046, :182. 42 , or 32. 04%... Ao the Government 1ntenda to 

un1t7 all the notea iaaue at the end of t wo yeare , it ie expected 

that the notea 1aoued b)' the Central Bank or Chine b)' that t illle w;/1 

_,. have a tar bi88&r c1rculat1on. 

Pollow!DS the .Japa,..ee ln•a.S.on 1n Shanghai , the local tinan­

olal 1nat1tutiona founded a Joint Reaerve Board with • view to 

oonaol14ate the reaer•• poa1t1on of ita eeabera 1n t1ee ot crieia . 
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In ...,y occaelora, tlwl CeDtral Eanlr: ot Chl.J>a made advancea to 

tlwl lloar<l 10 &a to 1noreue tlwl YOllllle Of credit in c1roulat1on 

.,ono•or 1t -e DMded. In Pobf'\1&17 lllll& the Central 11ou:11t boo ... 

a .-her or the ShaJ>&ha1 B.nken • CloariJis Howoe, which 1a a 

oubo1d1&r7 organization or the Joint Reser"• Bo&rd. A aoc>d part 

-
or t h e ruor..o or the ...ober banlto 1a .1n the cuotody ot tlwl 

Central Bank , thue making the day nearer when tbe Central llanlc 

will beooae the oole depeeit ary ot all bankera• reaerveo. 

Aware or ito heayY roapona1billt1ea , the Central Bank h .. 

ot bwo1neoa 1noreaaed with rapidity. Dopeoita or •ar1oua k1~>do 

at tlwl end of 11128 only ...,UDted to $11> ,410 ,467 . 77 but the]' !Mid 

reached $2411,481> ,8~ .:511 by the en4 or 111~, and OM year later 

the lmOUDt -· 11101'0 than doubled . Tablo 3 ·-· tbe YOl\lllllt or 

depeaito at tile end ot each year trom 11128 to 1931>. 

11128 Doc. Sl 

111211 .Doc • 31 

19~ .Doc . 31 

11131 .Doc • 31 

11132 Doo. 3l 

le:!S Deo . 3l 

111~ Doc. 3l 

11131> Deo • 3l 

DEPOSITS IN DOLLARS 

• 1&,410,467 . 77 

39,1184,707 . 01> 

66, 042 , 176. 07 

811 ' 71>0,1120 .~ 

l53, 1191, ll8'7 . 89 

2'27 ,164.,807 . 71. 

2411 ' 485 ,8~.:511 

SIIS , 1140, 7 37 . 27 
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S~larly loana and ad•&DOea (1nolu41ng 41aeounta, over­

drafts , and otbera) 1nou .. ed l'ro• $15 , 265, 174 . 20 at tbe end ot 

lV29 to $154 , Sl:1,340. 66 at tbe end or 111~ . Tbe voliDle ot 

loan• an4 a~ancu at tbe end ot eaoh rear during the 1"&ra 11128 

to 19:16 1a ahown 1n Ta ble 4 . 

89 

llol1B LOANS, DISCOUIITS AHl> OvmDIAF'l'S 

1928 Deo . Sl • 4,419, 714.54 

19211 Deo . :11 15,265, 174 .20 

19SO Deo . :11 
28 , 279 , 545.87 

19:11 Deo. :11 
75,041,108 .1:1 

19;!2 Deo . Sl 
97 , 741,867. 2:1 

19M Deo . Sl 142,843, 709 . 23 

19:54 Deo . Sl 
85, l6S1 824 . 79 

19~ Deo . :11 154, 31:1, MO , 66 

Aa aeen from Table 5 below, the protita ot the Bank 1n 11129 

( 1nc1u41ng the taw montba 1n 1928 after tbe opening ot the Bank) 

waa $1 , 692 , 683 . 39, in 19:13 it 1noreaaed to $10,734,244,84 and by 

tbe end of 1934, i t had reached a aum ot $14 ,821 , 505.46 . In 19~ 

because of monetary atr1ngenoy the UIC)unt waa reduced to $9, 048,3:19 

according to a pre1~nary eatiaate . 

1!128 
111211 
liiSO 
111:11 
1!1:18 
lbJ 
1~34 

l llllll ( Prella1Dar7 tJcure) 

lfE'I' PROFIT 

• 2:59 , 360. 13 
1,463,323. 26 
2 , 726 , 341. 22 
4,870, 403. 75 

l1, Kl, IIM. 311 
10, 734 , 844 .84 
14,8111 , 1506 .46 

11, 048. 3llll . 64 
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~ the following table it oan bo aoon that the reaerYe 

tund or t ho Bank hae aleo been growing. In 1930, the reeene 

1
tood at a figure of $1,~2,2:51 . 15 and in 19~ it went up to 

to $3, 698 , 11:54 .90 hy the end or 19M· When the prot1te made in 

19~ are d1otributed no doubt the reserve tund would receive a 

handsome addition. 

'I'AI!LB 6 

1930 Deo . 31 
19:51 Deo . ~1 
19:12 Deo . M 
19:53 Dec. ~1 
19:1' Deo . :51 
19:111 Deo. M (Before distribu­

tion or Profit ) 

5 . CONCLUSIOII 

RSSI!RVBS 

• 1 , :152, 2:51.16 
:5,.96, 455 .68 
7 , 406 , 559. :16 

16 , 8.,,222 .76 
:5,698,5:54·90 

:5,8.5, 1:56 . 17 

90 

The organ1&ation of the Central Bank of China a.s well ae ita 

development have been briefly dosoribed in the preceding cbapter a . 

With her capital increased to $100 , 000,000 , ot which a good portion 

shall bo so1d in the near tuture to the general public and banking 

o..-un1ty, with tho a doption or tho new ..,not ary policy by the Oo·ftM'l 

aent , with her now charter now 1n dlaouaaion in the Legislative Yuan 

pUJOPOrt1n& to atrongtbon her atatua aa a b~ra' bank, abe will no 

6oubt play a vory proainent part 1D the doat1n7 or Cb1D&'o r1nanco 

and eurron<>T• Bencetort the Bank will purauo bor aetiwitloo 
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in the following di~eotiona. 

1 . ~o obtain excluaive right of note iaaua. A• the volu .. 

or the Bank 1 a note iaaued baa been enl arging rapidly, abe 

will aoon be 1n a poaition to petition the Nati onal Govern• 

mont to grant her an excluaiva right or note 1aaue $0 aa to 

expedite the plan ot unification ot currency or tbia country. 

2. To aot as a clearing bouae tor all tbe Sbaogbai banka. 

Tbia will make tbe Bonk a center ot aot1vit1ea or tbe Cbineaa 

money market .. 

~ . To red1acount tor all tbe banka. T~ougb the improvement 

or the money market and diaccunt ayatem, tbe Bank will ai• 

to be the sola authority or r Adiacounting. ~tb tbe inatru• 

,..nt ot dhcount policy at band , tho Bank will be able to 

control the wobility or capital. 

t . To be the oaab reaervoir. ~ougb the clearing ~ooeaa, 

tbe caab reaarve ot tba Sbengba1 money morket will be con-

nentrated in the Benk. 

s. To axerciae currency control t~ouanout tba country by 

eatabliab1og brancbea in all the important citiea. 

6. To etteot perfect co-opo~ation with the M1n1atry ot Pinanca 

ao that the Bank Will be given tho right to act •• tbe aole 
facilitate tha or 

troaaury or the government and to iaaue~treaaury notea to 
I ,, 

ua1at the aoney u rket 11ko the Bank or Bngland. 

However, China ia a country endowed with abundant au pply or raw 

material. When the plana ot tbe Induatrial Davelopaent ot Cbtno 

laid down by Dr. Sun Yat-aen .. t ar1al1ae, the Great Sou~barn Port, 

tbe G~eat Northe r n Port , and Bankow in Central Chine will a ll be 

the oentera or t1n.no1al Regraded Unclassified 
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that tiae the central banking ayatea ot China will probably be 

torced to .. ke cnangea 1n order to cope with tbe new eccnoaio 

a1tuat ion. Tbe new aotivitiea like caab re~crve , note reaerve , 

the edjuatment ot caah _.b1lity 1n theee tinanoial centre• will 

be the guiding principle ot the futuro central banking policy. 

Tbua 1t 1a now idle to predict the exact eyatam or policy whiob 

the Bank will adopt ae it entirely dependa on tbe tuture eoonoalc 

development o! tbe oojntry. 
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Note I uue ot tbe Central Bank of Cb1na tor tbe Laat ;pgur Year a 

~ Total Amount 19:14 Total Amount 

July :10 $29, 529, 5:."11.- J an. :n • 70,440 , 275. -

AUg. :11 :10, 4:15, 9:17 .- Feb , 28 71, 298, 922.-

Sept . :50 :10,162,192.- W.ar . :11 68, 368, 222.-

Oot. 31 :10,925, 618 .- Apr . 30 69, 319, 270.-

llov, :50 M , .S0,996.- Kay 31 111, 101, 020.-

o.o. 31 39, 145, 360.- June :10 70, 844,349. -
July 31 74,440, 206.-

~ 
Aug. 31 77, 8 41 , 337.-
Sept . 29 80, 216 , 875.-

Jan. :10 46, 742,121.- Oot . 31 83,:502, 70:1.-

Feb . 28 46 , 0:19, 639.- Nov. 31 85, 746, 5:15. -

}far. :11 44,414, 521.- Dao . :n 85, :139, :100 .-

Apr . 29 44, 685, 919 .-
•tay 30 44,:190,966.- ~ 
June :10 45, 53:1, 179.-
July 31 50, 256, 879.- Jan. 31 89, 056, 751.-

Aug. 31 54, 62:1, 994.- Feb. 28 89, 932,353.-

Sept . 30 60, 481, 5:19 .- liar . :10 92, 694,871.-

Oot . 31 66, 144, 168 . - Apr . 30 92, 031, 58:1.-

llov. :10 69, 119 ' 1:50.- May 31 83, 312, 819.-

O.o . :10 70, 2'71 , 542.- June 29 98, 727, 916.-
July :11 106, 890, 620. -
Aug. 31 110,294, 947. 50 
Sept. 30 118 , 655, 639.-
llov . :1 1:15, 664,764.-
Deo. :11 179, 92:1, 546 .-

1936 -
Jan. 25 220, 641, 090.-
Feb. 29 224,324,44:1. -

No nota• ln looa1 ourr enol•• are leauad by tb1s Banko 
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April 14 , 19~6 

The J.lexican Ambaeeador cue i n today and presented t ho 
following copy of telegram fro~ J.lr. Suarez: 

•To be discussed wi t h the Honorable Henry 
J.lorgentnau, J r . , Secretary of the Treasury , personally . 
StrictlY Oonf1dent1al. 

As it m1gnt be recalled, the poss1b1l1ty of 
the puronaae o! some o! the silver surplus o! ~e Bank 
ot Uexioo , wae di scussed some time ago. 

After careful e tud,Y, the Llext can ooverncent ia 
1n a poait1on to amend ltB l.!onetary Law to put 1n circu­
lation metallic currency 1n auttloient quantities . How­
ever, in order to have the eyetem tunotion on a solid 
basis, it would be imperative to dispoee by sale of the 
e1lur surplus . 

Should the Secretary or the Treasury of the 
United States be prepared, in pr1no1ple, to acquire suoh 
aurplua , ample details of the plan would be explai ned to 
him by a person who would come to Washington tor the pur-

94 

pose .• 
HU,Jr. aslted the Ambassador what the word • eurpaue• meant, 

but tho Ambassador could not ane~er him. HY,Jr. then asked 
the Ambassador to inquire with the idea or t1nd1ng out somet hing 
=ore a oout 1t. He also asked the Ambassador to ask ur. suarez 
what is meant by •amend ito monetary law to put 1n otroulatl on 
mstallio currency 1n eut!1o1ent quant1t1es•; whet kind of 
oo1ns he raters to; how many and how much silver 1n the coins; 
h~w many pesos are they talktns about. 

HY,Jr. invited the ~exican Ambassador to come 1n aeain 
to tallt to him about 1t after he had received the 1ntor:aat1on 
requeated because he, HU,Jr. ,would then be in a better pooltl on 
to deci de whetner it 1& worth whi le tor anyone to come t o wash­
ington !rom Uexico to discuos the subJ ect mett er o! J.lr , Suarez' 
telegram. 
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TO Bl!! DISCUSS:!:D :TITII TilE HOJO!UBLE HZNRT J.:ORGEN'l'HAU, JR., 
SECR:::TARY OF TilE TREASURY, PERSONALLY.- STRICTLY 
CONFID.i:NTIAL. 

AS it might be recalled, the possibility 

of the purchase by the Ooverm~ent of the United States, 

of some of the silver surplus of the Bank of Uexico, was 

discussed some time ago. 

Af~er carefUl study, •he Yexican Govern-

ment is in a ~osition to aoend ita Konetary Lew ~o ~t 

in circulation me~allic currency in sufficient 

quantities. However, in order to have the system 

function on a solid basis, it would be imperative to 

di a pose by sale of the oil ver surplus . 

Should the Secretary of the Treasury of 

the United States be prepared, in principle, to ecauire 

ouch surplus, ~ple detBilS of the plan ~d be 

ex;>lained to him l:.y e .)arson ..-:>o would cO!:le to 

ifascin.,ton for t.1e .JUr;>ose . 

• • • 
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!he Seoretar)' tocla.1 met w1 t h the follow!.J14t sentlemen to 4iocuoo the 
a.rr.....,.ento for aellliing out the bond• 6D4 bonuo checko to the Teterano: 

Br1&· Gen. i'rank !. lli.neo, of the Veteran• AAm1nlotrat1cm 
lla.rold 'f, Bre1111114J:, uahtant to Gen. !linea 
Daniel 'f. Bell, Comm1aa1oner of &ccounta and Depoaita , Treaaury 
'f1ll1am s. Broughton, Comm1at1oner of the Public Debt, Treaaury 
Roy w. »orth, Deputy Third &aaiatant Poat~ater General 
Jonn &. lin&. of the Registered Walla 01via1on of the Poat Office 

Department 
Tho•• Xirby, Legislative Ch&iraan of Diaabled &merican Veteran• 

of the 'forld 'far 
Jla¥ llurp!IJ, ¥at1onal Co-.nder , &mer1can Legion 
Col. John 'l. ora.tlor, D1ractor of the liat1onal LegiolatiTe eo-

11!1 tiee of the .U..r1can Lec1on 

!he tollowin& ia a atenogaph1c tranacr1pt of t he meat!.J14t: 

9S 

KEli!IY lllRGiliTIIAU ,JR. : I am =uouall7 &lad to haTe a chalice to ai t doWII and 

0 

talk with you gentlemen &~~d aa you lmow, the Job that you people 

han been giTen was one of the most difficult the Treasury baa 

ever bad to handle and I th1Dlc enrybocb' connected with it baa 

been vary anxious to oee tnat t he machinery runs lll:DOOthl7 aD4 

properl7 and rlth &a little difficulty to the man whn is to re­

cei'fe th1a bond. &nd clleck u poaa1l>le. low we ha.,e about two 

8011the t o go =til 'fJII'1 c1a.1 and the thnucht was that we open the 

can and let you look in aide H and tell 70u ,juot what the Y eterua
1 

Adm1ll1atrat1011, the Post Office 6D4 the Treasury ha.,e doM to pre­

pare tor th1a tremendouo taak. And then &tter you ha.,e aeen it it 

70u ha.,e a:rJ¥ auueat1ona or or1t1o1.,.. we would like to ha.,e thc 

and. 11 you th1Dlt that the t hin& 1a all r1gl>t, we wut to b.elp JOU 
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1 t.h1Dk soma of :rou gentl- ba<re ane net....ente that 

)'Oil will urge the <reterAIII to lceep t heir 'bonde. 1 thlllk it 11 

i mportant not because we want t o r&i .. t he 111011&)' or hann ' t 

cot the DIOne)' 'because we will have it to P&/1 'but froiD th8ir 

own atandpoint, it ia a good inveetment. It is about aa cood 

an lnVett iD811t &I the)' Ol>ll cet • 1 think 1 t 1o important for 

their a:oke and their famlJo' ' • sake 11' the)' did lceep H ud 1 

do hope that there will 'be a~t-..h o:ade ur£1Jll> them to lceep 

t heae 'bonds m>til caturi t y - f or their sake not !or onro . 

l e can take care of ollTael<rae . 

And eo 1 thlDk the beet tbint; to et&rt in with is t o b&Ye 

llr. Bell Jua t tell )'Oil - or do )'Oil want to Hart with the 

Oenersl and lot h1111 explain bow he eenda the name• to ua ud 

what we do when we pick 1t up and tllTD it over to tlle Poet 

Officet 

1 would Just like to ae:t tbia . t oll h&<re Just liiUie a r eference 

to atQtements cade 'b7 tll1t or pzli:at1oae. 1 feel that tbe:r ba<ra 

done aa excellent piece of work in tb&t reprd. 'nl&)' b&<ra 

uewer ad load• of queotiona; tholr co........tero are conatanU:r 

trauling tbroU«hout the oom>try; tho:r ba<re urged the man to 

lceep the bollda ; tb.oy ban expl&J.ned the procedure •• well •• 

t he:r lcllew 1 t and their cooper ation baa 'been """'t helpful to ua 

and 1 arD aure that it will prove helpful to the 'l'r-aiUilT)' when 
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1!. II, Jll., 1 

G£!, Rl'DSI 

1111. BR!D liiGI 

Gill . HilliS! 

I.!R . BRIDDIGI 

( 

- 3-

7011. finallJ' 1aou.e ~lleae lloncia. We lla'te !>ad a number of pro'bl•• 

~bat ban arisen, part1eularl7 'lle coq>e\1\ion UIO~ oo• ot our 

worth¥ citizen• t o invent oelllmll ~0 ce~ hold of tile yeteran• ' 

money or tba money from the 'bond• ao early at poeoi'ble &Dd we 

have tried ~o tllwart in every way tlleir getting a lis t of tba 

ve teran• 'because then the veter an io peetered witll every kind of 

oelle• known to me.n to get lll.e money. Tile oerviee organhationo 

lle•e cooperated wi t ll u.e oplendidlJ in tllet and 1 feel eootident 

tllat, wHh " U7 few excep\1ono, t ne lioto are eollllDg from in­

d1•1dtl&lo or oJm.ll grou_po of Yeterano wno f ind a carkat for llo\1 

of names. Recentl7 we found it neceooar,y to iaoue i nstruction• 

tll&t tba 'bonds 'be oent t o tile acldr~ll pven on tile application 

98 

and delivery made t o ~he mon himoelf and not in care of aD¥ par~ic­

ular peraon or place, f eeling thAt would ~ignten it a 11~tle more. 

:From t ba s tandpoint of tile Veteran• ' .ldminiltrat1on , I mt:¥ •&¥ that 

• • are now 1n full operation. We are mld.ng eert1ticationo to tile 

Tre&IW¥ now at an 1ncre&~ed rate . 

How -.zq ,..,... are 7ou ci•inc u.e a cla,rt 

lrom thie office llere, onr ten tlloueand a c!a,y. J'ro• tile field, b.oor 

~, Rr1eningt 

About t wo llundred and twenty- fi'fe thouaand up to d&to 'but we h&n 

only gotten etarted. 

How ,.,y a d&yt 

Proba'blJ' running about t wenty-ti·re tnou•~ a dq. 
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a. 11. n. : 

IIl:W. IUDS: 

• BRlilllNOI 

Gil. lliJIJ:S t 

H. II. JR. 1 

<.. 

-. -
le expect \o lHI soon up to e. r••• of over a .quarter of a 1111Uon 

a weak. 

then will we get the le.et _, lhat11 your Ume tab leT 

Of thoee that are in now we ebould cet the le.• t name• b7 the 

firat of Jul7; about that or uaybe a little later. Our biggeet 

t rouble is gettin& peraoDAel to handle the job. 

!hen we won 't haTe all the ne.mea b7 the first of Janet 

l ou will have O'fer two ml.llion 1 feel b7 the 15th of June. There 

e.re ei&ht hundred tllo111AD4 Yetera.na that han n.ot applied up to 

date. !low lon& thq will hold off we ban no W&7 of telUJ>& but 

all togethe.r there are oYer two a.nd a ha.lt million . 

.Lbout two llll.lllon seven hundred thousand. 

That number baY& applied. l ou oucht to have most of that load b7 

the 15th of June. The rute t hoae will come in depend• upon the 

veterane. 

99 

! here will be a great ~ of \heae appllce.tiona which will require 

a lot of correspondence; the applicution will be wrong a.nd ban to 

go back. lou will prob&bl1 have 10 or 15~ tbat wUl ce.u .. e. dela.J. 

So,.. will prefer holdiJil: back to protec\ their beneficie.riea. .t.a 

ooon aa the7 makB application, t~e7 looe control of their certifica\eo. 

lla.n7 are boldin& 1t on that oo 're. 

that h our set-up tor ~nt, llr. Bellf 
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we b&Ye set ap orpnizationa in the ela•en J'ederal l!esel"te dh-

tricU and the ~oasury hen 1!8ld1141: twelYe organize.Uona to bADdle 

oertifieationa from t~e Vatera.oa' ~D1atration to issue bonds 

a.od t~e cheek covering the odd amount . In t~e Federal l!eaerve 

banl<a we hAve also created a bro.nch dhbursint; office or ritl>t 

a.dJac:ont t o it wnich rill bADdlo the chock at the same time t he 

bonds are issued and t~ey will t;a in the same envelope and be 

read¥ f or tailing on June 15th, as the .l.ct requires. Just how 

8aJ17 we rill bAn an thAt date wa don't know at this time and just 

whet kind of proble"' that rill preaant to the Poet Office on that 

da1 -- but llr. llorth tells me it w1ll on}f be a •tter of a f ew 

dafS wMD he will be current OD tbat a&U. 

W!l . liOIITII: I think so. Those are details which we will b&Ye to work out and 

as aoon aa we do figure out or formulate aomo plan, we will be able 

to pve you some dafiD1h auu:anoe as to the delivery but del1YeJ7 

11 t;e~ to be a bi& problea, aa 7ou are uare. 

B. 11. Jll. : Let • ask 7ou a qu .. tion, ll&n. .l.re 70u lr.e epint; ap to date ri th 

the ~· that are coaint; oYer troa the Veterans' AQ:dD1atrationf 

We are a little behi.Dd but not aucil. 

II . 11. Jll,: Are we getting more behind or are we catchil141: upf 

Ill!. BELL: We are getting more current aa we t;a alone; and we rill be current 

by June 15th. 

<. 
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Do we ll&'f8 8ZJ3 trouble cettinC peraOJIJIIll 

You aee, our proolea nasn • t becw> ~t. 'le baY& mougll pereoDDel 

at the present time but probably b1 W&1 15th, we will get into 

d1f!1cult1· 

The trouble we have is thist 'le get register• from the Civil 

Service and prol!lptly we send out &Jid e&ll the people in but Onl1 

about ~ respond. The other ~ 1&1 the1 have emplo.r-nt , which 

1 thioll: h an excellent alp, but H de~ u.a to that ext ct. 

'le baY& to s~t all oYer &pin &Jid cet new lists. 

But 10u r~el we are not coine to slip on itt 

llo, sir, 1 do not because wbat • • have done in a good man1 cases 

h to transfer our people from the local ciiabursl)lf; office onr 

there and to the branch offices, as far a a laauinC the checlcs, and 

we can rely on the J'ederal Re .. rn Bank• to take their own person-

nel if we get short on our side. 

1 ttt1nk it interettlnc to expl&ln. 'le bad these orp:nlzation• in 

erlatence due to the fact that we p1:1 all 'IP.t. worker• in the field 

and we built up t his ttrpnilatlon in the field ud Bell 11 ueinc 

that orpnixation. J.z1d the fact that it is alread1 set up .-Jtes 

H a llllCh smoother organization than if we bad to build a fhl4 

organization oYernisht · But t ills ttrp.nlzation 1a there, l ocated in 

theae different dlstrlcU and 11 alraadT to go to worlt. 

'le are using the ver1 aame set-up tha.t •• are uaine to pl:l '11'4 worlcero 

and we are in a l1 ttle different posH i on than Gen. Rinee on tbat 
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score because we can relJ' on ~n• J'ad•ral HeaerYe ba:llr:s for I'f'raon-

nal 1! we ge~ abort in th~ Bond Section. 

How about the post officet 1 wonder if theoe gentlemen reali•e 

that nll these bonds and check• aro ~ing out by regietered mailt 

That ' • going to be a big problem. 

102 

Tremendoue! I t hink when we formulate soH plans and anai.Tte our 

cituat1on we~ call en thea• aame gentlemen for oo=e cooperation 

in delivery .Uter h n&e been decided upon. lor insta:lce, if they 

are all mailed nt once, it 11 coinc to present quite a pr oblem to 

uo and H might be better tor them all to be cailcd at once and to 

be received at delivery officoe more or lese at one time ratner t~ 

b&ve different voluae• at different times. 

But you. haven 1 t worked 1t out yet t 

llo. We have not because we are Juet agreeing with the Treaoury on 

our baoic instructions and regulations. 

ll:lat is the answer to tnh question the newopnpera>en asked ""' yeat erdayt 

lhon the yeteraD geu bia bond 0114 check by regiatere;i mail, does 

he :>r does he not have to g1 ve nh th~print t 

llo. It ie elective with the poot maater whether ne will r equir e tlncer-

printa on t he bond. le don' t requlr e finger-printo of tho receipt. 

How about the check'! lben .b.e wants to caah 1t eHner for the bond or 

the actual check? If ho wanto tu caeh •he bonds and get bio money, 

does be have to ea tablieh bie identity through finger-printat 
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He .., it t he poataasur 1a not satisfied as to his identH7. He 

Jlll:l r equire, 1 preswoe, mora or leSI tor the psycholopcal ettect, 

nh ttnger-printo. 

Becauae on his applicntion be bas bit finger-prints but when i t 

comet to cashing, do 7ou make them t l nger-print ageinf 

It 1 a optional nth the poatmaater who ldenti tlea blm. 

Becauae I thi nk it he did not bave to 4o it, 1t would lte Oll.Ch better 

because it sort of tlll!lkes t he f ellow teal we tbiok be 1a a crook. 

as:; . BIJ[£S : T'ne t heor7 was tbat where the postaaster wes satisfied with the 

H. 11. Jl!, 1 

ll!l. IIOR!l'll: 

1.!11. BELL: 

II. 11 • .TJI, I 

GE:f. IIIO S: 

MR. BiLL: 

II. II • .TJI, 1 

IIR. NORTH: 

ideotifiea~ion, ~bat was all be needed; but if a quea~ion arose &D4 

be oecame suspicious tea~ t he person who presented the bond was not 

the correct owner, be could U '\Dire t1n&er-priDU, 

Is he coine to bave the original application? 

No. It ' s more paJcbological . 

I don' t tluok it will bappen once in one buodred tbouaaDd casu. 

He lalows the hnt;er-prinU a.re on the appl1ca.tion. 

He could check up b)' getti~ the applica tion in his b&Dda on qnu­

t i onable cases but as I uoderet&Dd it, i t would onlJ be oeceso&r7 in 

cas .. where evidence SliO"d that there .,.. some racket go~ 'Jn, 

0114' in questionable cases will it be secured. 

fhe picture as I get it is that the tning is prett1 well sat up, 

up to the Poet Otfica end the Post Office needs more time. 

We a.re ,just now agreeing on our r egulations nth the 'l'reesurt• 
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B. ;.. JB: 
.A.n4 you h:l.YCD 1 t <iecidK wbetner you want all tbe -.11 ~ 

dwape<i on you on one da;rt 

GEII . Blli!S: le lose control after we cert1f7 &Del they go to the 'lreaaury &nd 

fro~ the Treasury to the federal Reoerve b3nka, as l understand it . 

I waa going to aak you, Yr. North, when we aent out the original 

oertificatcs, did you find at thnt tice that we GOt better delivery 

by otat,.-uing tne sending of thcT 'l'b&t experience will be helpt\11 

in thh partie~ ease. Did you .. n4 the:= out by regtatere<i mailt 

Kl!. BRlEl!l!:G: llo, they were not sent out by reghtered oall. le sent the bi& 

bullt at one Ume on January 1, 19~, and we bad a very, yary oa4 

exputence. .t. great llliUl¥ were loot. 

( Q. NORTll: You don 1 t have an &nalogy tnore. .t.ll the boys will be aruclouo to 

get their bonds pretty soon alter they know they are cominc out. lt 

seems t o me preferable to handle them nll at one time. The Poet Of­

fice gate the whole bunch at one time and can use its -bole force ot 

regular carriers and put substitutes on tor regular coil aeli'f&r7• 

It would be halpt\11 for them to ban the full comple~nt of thh re&i•­

tere<i oall tor e3.C4 regular carrier rather than piece=eal &nd then u:t 

co"'J)laillt that mit;ht rebound would be both on )"au, Yr. Secret&r)', an4 

the Postmaster General bec<>uoe tnooe bo7• 110uld certninl)' holler. 

G::N. HUllS: llo , it ' • going to rebound on the Veteran•' .t.dmiJ!istrAtion. 

liCRF.YNOLDS& Yr. llorth, wouldn't 10u want to 118ke dispatch directlY from the federal 

Reoar'fe ll~d? - - have tbe branoh offioe eatablished there in order 

( 
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t o ..U:a Jt:"'1': d1a~r1butlon azul ..a out ;your billa eDd ner;ytbinc, 

return receipts, rigbt therel 'l!ba\ office would be all ut ud 

rM.d,y to go. 

Ill!. !IO.RTB: 1 think tor the meohanl.ca, ;yea. 

Ill!. IICRIT!i'OLDSI Tbl\t would mean that they would all go out at one time. 

a. 11. Jlh What question do ;you have ;you would Ulte to aok, gentlemenl 

fo~eran l!epre- Do ;you anticipate having thooe envelop•• all atlllllp8d , registered 

Slntatin: 
azul everything before the 15th or June , or will that happen after-

Ill! • I!£LL : 

we.rdl 

That '• what Jlr, llclle;yoolda was talldnc about. le will b&Ye to work 

tb&t out with the Post Office azul 1 don 't aee wb¥ we con
1
t work out 

the procedure a few ~· before t Ae 15t h in order to establish a 

branch in tile :roderal l!eoerve bank. 

IICBETNOLDSI You could write up the billa e.nd make the distribution e.nd b&ve a 

clerk who mows the dispatches and the pouch actuall)' there e.nd be.ve 

liB. 110111'111 

< 

t he aWit tiat is read¥· 1 ••• no reason wb¥ ;you could not ban 

U dispatched on the 15th of June or theroe.bouts aDd that would be 

;your first dell•ery. Of course there will be a lot or it later 

because a lot of these t hinge ~·t pouibl)' be "'"'"' read¥· '!'be 

applications will not be in • But the big bulk 1n one biG operation 

probabl;y would be easier tb&n to ,juSt try to include it in the rep-

le.r dhpatcl:.ea. 

1f 1 find aoiDB insur..,untablo problea, we will be glad to diacusa H 

wl tb you people but 1 think we will oe able to take U whtmenr it 
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it turned oYer to ue. 

You ban a bit poet office at each one ot tbete placet and 1t. will 

be a question of workin& between the bit poet office and the 7ederal 

lleaerve bank. 

What will the faci l1tiet be. Wr. Secre~. tor thote who wish to 

cas~ th eir b~ndel 

1 would lib to go into tbat • 

flea••· 
.&nd aho as t o veurano in f oreign oountriu. We are recenU>.g a 

~:reat ~ inauiriet on tne forei&D countries oituation. 

Oo ahaad. Dan. 

'lbil h the important qUUtiOn tO the Ynerans. When 1s De gniD£ tO 

receiTe Me cathY ~he Act provides that the Seoretar:y rJa:f mlce 

p&¥ment thro~ &Q;r agencies t hat ne ma¥ deli~te , includinc poet 

of ticeo. 1 t bi.nk )'Ou realiu H h qw. te hp>11ible for the 'll-eaeur;y 

to deliCJ>&te fort:y thoutand poet offices &I p&¥ing agenciet.. llan:y of 

these J'ourth Olaae post offioeo ban onl:y a deal< in a drug otore or a 

croeer:y atore in eo• l1Ule tcnn> and the:y would know nothin& about 

bond• or Treaaury eheeb. We baTe bean worl<in& ont tant&tivel;y a 

ocheme with the Poet Office Departoent whereb:y we will deo1£D&te aa 

f1teal atentl of the UDited States between two and ~ee hundred p oat­

aotera and that will cover the countr;y nr:y well and in moot caau 

the Yeterana' bonda can r each the deai~ted pos t office tor ~nt 

w1th1n a da.y. low we will uae the other pon office• ao tranlldt\inc 
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Ill. ULL: 

( 

and certityinc a,cente. !r"ne veteran can walk into 8D:f poet office 

in the country wnd,where properly i dentifi ed , the poatm&ater will 

take the bond aDd from then on, i t ia the reaponoibility of the 

Govern&ent. They will transmit the b onda t o the closeat P'Yinc 

acenq &nd we Will &tUq>t with the cooper&tiOD or the poet Oftlce 

to have s'lfticier>t persoeel to )l»ep pr&etic&lly current on the 1o­

auanee of checlca in ~nt of t lloae l>onda and return the cheek 

immedio.Uly to the veteran.a . That 1 1 &<>ing to reo:tuire the ooopera.-

tioD of the various ve terans ' org&ni&&Uona and local unite. l t hink 

the ~oat Office Department will h&ve t o oe 1n pretty elo•• touch with 

t hose arpniutiona and r eo:tuire aou of their help. But th&t ill geoer­

al ia the aclle,.. . Detaila and re£11l&t1ona wUl b&Ye to be worlo:ad out 

after we get a little piece of legialation that we are now requiring. 

Yhile t he Act authorizes you, Wt. Secr etary, to designate peat of­

fices aa ager>ta, it does not authorite you to designate the peat­

mater aa pe;ring aceot.· The le~alatiOD h now 1n t.he Sf'JI&t• eo-

m1 t tee ancl we hope t o have 1 t, 1n the n.ext couple of wee a. 

How aoout veterana U rtng abroaclf 

We have Dot worked out Just what we will do about ser>ding them thei r 

boncla. We tNJ;f atteq>t t o uae the St&te Department to aoll6 extaot 

and aeocl 1 t throuch their pouchu and worlt out soa way of clealill& 

thron&b the cooaular oftices. CD tha pay10111t we would lib t o b&ve 

them eoa tc the <rre&SUI'T· The recul&tion will provide t b&t tABy 
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-., r;o Dclfore a conoul&r otticer Lll4 cet idenUfie&Uon &D4 cer Ut1ca-

tion but that for J)8¥1DIInt purpo .. o we would like to oave them co .. 

J)oeo Unt ..,an that a veteran ll'finc in Par11 hao 1t mailed to the 

J...,rican embassy ancl they deliver it to him and he • ant s to get U 

cashed, he baa to send it over heref 

He has t o certify before a eonoul&r officer and return it to the 

Treaoury with requeot for pATJDtnt &nd •• will seod bia a check. 

How doeo that soundt 

1 -• ~llillld.nt; it ml.cl>t be doDI8 tbroueh the ar::;- diooursing officer 

or the disbursing officer at the emboeoy. 

That would .ark in lrance but how about •.••... . •. . .........•.. . . 

OUr difficulti es Yill be in 1t&l¥ and Greece . 

The greateet amount Yill co to Ital7. 

Have we taken over diplomatic people &I pa¥ maaterot 

llo, we are atill deleptin& that authority. 

1 Juo t had that thoueht in mi.nd, llr. Secretaey, because there are 

a l ot of 'feterano stUl abroad who can It cat ba.cl< home. 

How ~ are theref 

1 don 1 t lcnotJ . 

llr. Brie~. how ~ checko are we oendint; abroe.dt 

Six tbouaancl. That ' • only indicative of ~hooe who are cet t1ng co~~>­

penoation or insurance. 1 think one of t he bi ll problema abroad 
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coYer c t:ae he& 'f)' taxes l en ed ,..U. • \ \be pa.yun h that """"""u 

to alcoat eonfieca ti on . :rbat 1 • wba\ • e ran into durin« u .d richt 

e.tter the 'llu. Italy , Greece, Poluli, llu .. ia - ti>Dse a.ro the 

oountrioa where ;you ILI'8 &<>inc t o hAve a great deal of trouble. 

And many of the Ye terana would DII1Cb rather have their bond• ca~d 

i n thia country so tbe;r cu aalce aome a rraJl4teMIIt for depoa1t1nc 

\he 1110nq in this country &lid draw cpinat it as the occalion 

re<tu1rea. & great oaey Yohrans do that now. 

GEJ, IIlilS: 1 believe the one r eason :>bon all otbere w~ i t is delirable t o 

deal throllbh t he State Department conaul&r -.ents 15 that wa han 

been do:llill8 ri th them for ;yean . '!he7 ha•e certain personnel that 

0 we pay for. 'fhe.Y abould be in better touch w1 th the veterMa than 

fill¥ o t her agency 1 know of . They are &C<tu&inted w1 tb the problec:a 

mo. Br1en1nt: just menti oned and wi\1 t~e atepa to safeguard their 

intere•h· 

One of the icportant problema is the n.cxt. step which relatea 

to veterans a broad ae well as t ilDe• at bo,.. Tbnt 1 s 1JI the caee of 

t he veuren e.tter ne reeeivea tne bond 4t1n4 befor e be £'1U H 

caehed. !her .. 1111St be eoM s 1cple a:~ wor nd out that the bonda 

can 10 to the ddow and children. Otherwise, if U h &<>inc to be 

diff icult for those bonds to be h&lldled after the death ot the 

Yoteran, it ' s an incentive to t he votcran t o cash bia bond but if 

it 1a aillple he ' ll bold it, teeliD& bia fiUCil;r can get the benefit 
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here e.M 1 •o parucularl7 anxio<>a 1.0 &fit the Yimra ot the aerY ice 

or tantzations on that . 

0.... legal atatf h worlr:inc on that ver7 problem now. 1 a-uppoae 

we will be r equired, Wr. Brougbton, to follow the usual proceduret 

I n the case ot regiatered bonda if there is a lepl repr eaontative, 

we recogniu hio> in all caaea. It ther e 1e no~ aDd the at&te where 

the decedent h&o llYed doea not requi re adm1Aiat rat1on , we don 't 

r eqllire 1 t and 1n no caae do we require adlldniatration it the .. t ue 

doea not exceed $500. !hat1 a an eat abl iahed procedure tor other 

regiatered bonds aDd with theae bonda it will not be &n1 more atr1ncct. 

llaey ve terans die without le&Y1Jil: a will · heaumnc the wite baa 

poueoaion of t he bond , abe can c:aan them. And 1 think we ahould 

t ake stepa t o make whateY~r the procedure is well known in advance 

&nd it will have a very mterial bearing on the numb&r of Yeter..:ne 

wno hold their bond•· 

la!. BROUG!flOII ; 'lhere wi ll be n o trouble i f it h a a.all eat&te. 

Veteran I epre- It the estate h leal tna.n $500, the widow will be able t o caah t be 

l t.nc.&t i Ye 

Iii. BIOUOHT0¥1 

Ill. 4.LL: 

bond without gpiJI& throu4P the t ormali\7 of adldlliatrat1ont 

Tea , the fre&SUZ7 doea not r eqUlre &dminiatra t ion. 

Th&t would take care ot mol\ of t he caaea. 

Ve teran Repre- flllt • 0 y ery important. 11ay 1 0\IC&ett that the three department a, 

lint& tin 
t h e Veterans I Bureau, Po a t otnce and Tr eaaurJ Department. 1t &n1 
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one of them baa compllcationa, adll:ininratin coo:pllcationa, that 

tney be incorporated in llr. Bell'• propoaed leg1alaUon to autl>ori&e 

the poetaster to act a a fhcal aaent. In other word a, do you Und 

any complications there due to the hurry of enaeti~~& that law which 

without any objection from anybody m18ht cut the cornersf 

Ia are now work1118 double abitt a a you know . le will have no diffi­

culty apeeding up to keep up with the apeed at which the \'re81ury 

can work. It mean• puttiDC on another ab1tt. 1 feel confident that 

wnila we ha'fe an excellent aign in eq~loyw.nt troll t.boae on the 

Civil Ser•ice reg1ater, the Civil Service will soon aolve that. !he7 

will hold new examl n&t•ona t o take othera on so that that'• onl7 a 

hmporarr holdback and 1 tnink our production within the next ten 

daya will be as much aa we will want. 

llll. BR1Illlll0: Of courae, our expansion h alway• limited to the nwnl>er of trained 

GJli , BI!.'IS 1 

llll . BR1&11lll0: 

auperYhora we have. It you put on m<re pereonnel , then you muat 

train it ; it retard• rather than accelerates production. le have 

about tifty distinct t ypea ot computati on on the intereat. That'• 

wnere we are haV11J& trouble. l e han talw1 intereat that hal ao­

cned and put it in aa new principal each year and the a1101mt due 

baa to be recomputed all the wa:t back. 

Do you know ot any lecj.alation we lllight uae, llr. Brieni~~&T 

I only have toJ.a t.boU&bt, If there h any •"'I to aateguard the veterana 

e~inat e~loitation that appeara to be going on; if you can do that 

with legislation, 1 t hink 1t ..ould be highly desirable. 
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1 lalow one piece of lepalaUon 1 would like. 1 would lUte to a. II. JJ: 
aee tnil tD.illf; fall Jul.T 1, bo weelta later, rather than on tbe 

15th of June. 

Jet• ran Repre- Wa,r I aak Gen. Hinee a question and that 1a , 1t be tboll4;ht 1 t 

a en t.a Uv e desirable that there should be apeoifio legislation whore a 

veteran dies before be cathea the bond. 

112 

GZ!f, Hll'!S I 
Tne committee considered whether i t should go to b1a estate. I 

think the teel1118 -• that the 1ntereat of the veteran and hie 

it thq with to protect the preaent beneficiary, all they 4o 11 bold 

their certificate a little cloaer to the date and tb-.y are doine it 

undoubtedly. l lmow people who ba'fe aaid th87 were. 

But you have a problem in your inaurance where the veteran deai~ 

nated his mother o.nd then cot married and when he dies, there 11 hil 

application designating bia mother inatead of hi• widow. 

G£M, HI¥£$1 That ia one of the r eaaona why the oatate makes it better under t boae 

circ=tances because nia wife will take first in "''"' stat ... 

fetor"' Repr.... lb&t progress ia being mad.• 1n the prindn& of the bondaT 
aent&Un 

n : .La far aa l lalow tbay are up to d&te. 
!!all 1s up to d&te, ian 1 t beT 

lilt. BELL: Yea. 

Ill!. llROUG!Iroll : lie 11 ahead of the acbedule. 

1111. IICRITNOLDSI You couldn ' t possibly catch up to l!&ll· 
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YetaraA ltepr ... H seems to me that one o! th.e eources of possible irritation 

sentatiYA will be the matter ot identification out 1n the Cield. £A extra 

K. Jl: 

cautious postmo.aur, especiall7 in 111>all towus, will baYe in bh 

mind his ow rosponsibH1 ty &nd 110!1 bo very captiouo about hla 

ro'lulrementa and 1t aeema t o me thAt it would be advisable t o 

have 1soue4 definite ao poaaible lnatruct1ona as can be deYieed 

so that thore will be no unnecesaar1 routine about that. ror 

example, it the fin&er-prlnt h required, or course that _.,, 

wcela 1 dela,r to that indi'fldual &114 H r1Ja¥ be a caoe eere the 

need for the money h more i~~porto.nt than others. 

You don 1 t suppose that the Yariou• posh could ban Ya.r ious II'AII 

there for tfJO weeka each, taking turn for a da1, and be in the 

poet office tram the 16th of June to the lat of July and have 

volunteers at other post officoo tor two weeki. 

ltepre- 'l"J>&t ' s exactlJ'what I bad in mind, llr. Secretary, 1D that aa the 

atntaUve 
pootmaster would be adYised of the cooperation of the several 

H. II. Jlh 

•eterane' or&anltations and ns be would be sot15fie4 with the 

1dent1ticat1on which they 1n moat casu would haYe alreadT mde 

to their OWl! eatisf&et1on, then 1 t would opeed up the maHer 

canal clerablJ. 

It you don't get (UQ'thlng elae out of thla meeting, I want you 

to get the idea that we a.re elaine everything we can to ~ thl• 

machinory l'UJ) smoothly and nothing ia being done to retard end 

113 
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given tni o Job and we will do it at exped1tiouol7 as poaaible 

and with the least friction. 

So, U you don ' t get aQ.Ythinc elae, 1 want you to get tllat. 

lnr.)'thing is being done t o make ;Ilia piece ot achinery run 

e1110othl.Y. lt an.YbodJ' c ow a of an.Ythinc that is being done to 

b.ol4 U up, 1 wou1d Ulr:e t o lr:now about H. 

!he greatest problem tor the nterana1 orpniution 1a the (luu-

tion of ident ification in communitiea with small poat otficea. 

1'he poota in that colll!lWiit)' and the poatiii!Later lr:now the 111811. .U 

t hey work together, they will undoubtedly solve many problema ot 

identification. 

Well. we migllt as well call a apa4e a apa4e and 1 thinlc that eT. r y­

thing is now up to the Poe t ottice. fhe Post Office 1o not r~ 

tet. 

fl>at 1 s r igllt. We will be r~ out we are waitil>6 for Joint in-

s tructions and anal,yah between your ])epartment and oure . le beve 

not dela.yed. Ia are r ead.)' to go rigllt ahead as soon a o we agee. 

I e o.re up to you now. 

Aa aoon ao we get this lesialation giving you authori t.Y to deaitD&t a 

poetaatera u fiacal &&enta we will be reod.Y- 1'he r egulation• 

will be out . 
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lnere i• ~bat legislatlo~t lba~ is i ~s st&tuGt 

It ' s 1=> the Senate Colii!I1Uee. 1 talked t o SeD&tor llcltellar. 

Does H a~and b;y itselfT 

It h at~ched to another piece o! leghla~ion which haa alreM,y 

gone thro• the House . Aftor lololte llar has hie meeting, 1 am 

goUit: t o the Cha1rDBI1 o! the Ro~e Comm1 ttee and •* him it he 

will not concur in the Senate bill aa aoon a~ 1t is paoaed and 

~"en 1t nil not have to go int o oontere:>ce. 1 don' t think we 

will !lave 8Zf3 trouble. 

louran Repre- 1 tlUJIII: it would b e a good iclea it the post•stero would call 

atct&tin 
meetingo of oervice repreaontativea , aomething oimilBr to thia 

c 
H. 11. JR: Tllat 1e a good suuestlon. Le t each poa tmas ter be oent an 1~ 

otruction to call a meot1J14 compnrable to thlo and o1 t clown and 

t alk the thin:; over . 

ll!I.IICIIitiiOLDS: It will have to be done attar tho la• 1a thrc>n&h· 

Touran Repre- '!here •111 be batter local unclerstancliD&• 
a•nl-&UYe 

;;, II . Jll: .t.ncl call in the local newspaper tello ... 

IC!. BELL: Tne post office mts " re!l.l Job and they are goJ.D& to have the co-

operation of t he nterant' organiutiona. 

115 

1111. IlCHT!!: 'fe have already ant1o1patocl asklnt; ;yo~> 1'ol kts tor thil ver'J coopera-­

tion , e.nd the ple.n haa beon evolvod !or p&'J1118nt b;y checks. 1 thia.k 
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we can I!Bke our re&U].etiooo, our r equua111811U of the post•stere 

so l eoieot tlla< we will not baYI contusion aod coogeoUoo aod i t i s 

t he 1ntsot1oo of the Post Ottice Depart...,nt to call on the Yeteraoo' 

Q OUpl aod perlld t the poatm&eur quite a 'bit c.t latitude 1n h11 

discre tionary handling of identificat ions. 

I thinl< we oU4!;bt t o have another meet1111! about the 15th of 1111¥ and 

10 over and checll: up aoJ.n 1f that 11 acreea'bla t o 70u genUemeD. 

Yture.n llepr•- Teo, sir. I underotalld troJ& what llr. Worth said tb:l.t there 11 a 

11ntative f&llillj; On the part Of t ha Poet OffiCI tO mJ<e deli'flr7 &11 OD 

c 
IIR. NOBrH: 

fotlrao l!epre­
aeul.at.lve 

NORTH: 

oDe aq or period1call7 on one ~· I wondered. aa to tba duira.-

b1l1t7 of clec1d1ng that the7 would 'be IIDde aveey Saturd&T when a 

lot of the Yeteranl are not on t heir jo'bo. 

That w1ll have to be wor ked out. I t you make delivery all at oDe 

t1~ , you pr obabl y will have to 1Dv1te the veteraoe t o be at homo 

oo del1•ery c ould be made. 1 don't know whether t hat would be 

more desirable than to wait for llotld.a.Y· We will work out del1nry 

lsn1 t the Post Office aaoum1ng that t h 11 whole th1Dc 11 co1ng to 

bl doDa all at onee1 .U we w>derstaod i t, the thin& 11 101DC t o 

dribble onr IIIOllt lll· It 11 true t lat on the 15th of JUDe you will 

have a tarr1f1c load but that will Dot complete the load. 

We uoderstand we will be 1ntons1•el7 e~ed for pro'beol1 o1x J&ODthl 

OD t bie . We were Juat woDder1Dg if we don't d&&l prompt ly after 

the l5>h with &ll t hose who t:ave p11t in applications, tnere prollabl7 
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will be a lo~ of coeoplalnu ~II&~ will co .. in aplnn &11 we• 

croupl. 

l l'n•or•.o Reprt- llo, the p1>1.Dt I ..., tryl.D« ~o tllt.b 11 you nre assumillg that on tne 

auuHn 

( 

llll. I!Ru:Ji l1IG1 

15th of June, this big Job wil l be duqled. on you but aa ,.. 

viaua11 ze it, there will be an abnormal bunch on that day but H 

will dribble over several months but you have to continue that 

t ul.ng for weeks and mont ho. It u a queot io.n o! planning when 

tneoe bond• can he delivered to pos~ o!!icea for delivery on the 

15tiL In other ~rds, it on ~"e =mine of the 15th, you t;et a 

aillloc bonds, you are t;OiDC ~o Jaa your aeh'M17 hut it: you 

c•t tllell a month ahead and t;Ot you: !ora all fixed with the 

underotandi.D« that it would atart on the 15th, it seezu t o • 

that it would he smoother. 

You are co1ng to have 10 to 15~ of the men change their addreooea 

botween now and the 15th ot June 4nd to prepare t.ooae cbecka and 

bondo and put in the envelopaa, there will he a tremendou amount 

will not reecb their deotiDAtion. 

Ttt~""" Repre- Are we rigbt in usu=inc that on the nit;bt of the 14th or t he 

aentati n mornlnt; of the 15th, there will be a million oondo d""i)ed in tbt 

poot oft:lcea? 

l.ll. NORTH I Yeo, probably t wo million. 

H. II . JRI 1 think you need a little more time, Wr. llorth. It is quite oh-

viouo we tLre up to you but ;you have not had a chance. You aro not 

(_ 
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qUi te readT yet to tell 7our 1tor7 lUid 1 tiUDk .,. shoul<i giYa 

7ou a little l!llre t1..., NUl you will be ready. And if tha11 
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peopl e will come back by t he 15th of ~, we will b&ve the com-

plate 1torr. You are conacioua of it. l e ere up to you but you 

reall¥ oeven1t had a ch&nce. 

w .. en it 1a <iecentral1ze<i, Wr. l!ell tolc1 of the twelye pointe, 

two llund.re4 thouaand will to out from e&eh point, fro= llew Yorlc, 

from Chic&&<>, etc. 'fhere will be no Ju there. 1fe can b.&.'>dle 

the\. 'f'ney ere c1eceutr alh6Cl &I the7 «<> out eo \.here will uot 

be 10 J:lllCh con.fuaion an<i 1 tbaDk you, llr. Secretary. 

1\ will be Ulce the Chriatcal ru1h. 

llot a• o&c1. 

It loolce to me as if we auwne everytiU~ will run e..,othl¥ up t o 

the t1..., the bon4a get into the han41 of the men. The Jem will be 

in the local poet cCfice when thq co=e to e.ppl¥ for their IIIQney. 

1 think it is quite iq>ortant tor DZ1f ree.aona \hat the 'bonb all 

be aent out promptl7 at the - ti• aa nee.rl7 as poaaible. 

'I here 11 no 4.ancU of co~ a \ion on tlli • p.rortdine the t hine 1a 

pl&nuecl ahe&c1 aDd thia will be taken out of the regular r ou tine. 

They will be billec1, the¥ will be c1iatributec1, tied up in pack&cll 

e.nc1 the r egiltry bill aD4 the receipt go alo~ wi th the~~~o lt will 

not go into the local poat officea. 

Regraded Unclassified 



( 
-~-

GlJI, anr.:s: le can't release theu until tile ~f>tll of J\Dle. 

V.••n!l Repre- Dou tl>a\ aan \bey can 1 t be releaaed to the pos t of!iceat 

.. n~at1YI 

lie can't ioaue 'hem until Juno 15th bUt oi'ter all, the poat 

otfioe ia a part of the Government and certainly ther e io not 

AD¥ obJection to the poat office and the Treasury getting to-
• 

getner and holding tbooe th1nga until the 15th. 

Ji, II . .B: 
l e l>aven 1t t r ied to hide &D¥th1D&· 'lhe 'f&riou cUscuaaione 

¥1!. m:LL: 

II. Jl!: 

ar.ow tl>at we still l>a'fe =r• work t o do and we are goill& t o 

call on you and 1 think if 'here are ~ otner qw,.tiono -

1 don It 'lllU1t t o r11Sil you but I cUd c•t off to a lat e start 

and 1 rove people wai tine --

I would aek them if they have any oucgeationa, tbat they write 

up a memorandum in the next ten 411¥1 10 if we can cover them 

in our legislat ion, • • will be clad to do it. 

1 underotand there will be anot her meetin& on the 15th of lla,y. 

Tes. 

ooOot' 
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April l ,, 19:16. 120 

A gro"t met in the office ot the Secretary or the 'l'reaa\\1')' 

at ll A.M. t o d1acuaa t1oanc1ng. 

Those present were : 

HoDl')' )lorgonthau, Jr., Se cretary ot the 'l'reaaury. 

Joseph P. Broderick, Acting Chairman ot t he Board or Governors 

of the Federal Reserve s7atem, 

George Harrison, President of the ~ederal Reserve Bank ot New 
York, 

W. R. Burgees, Vice President or the Federal Reserve Bank ot New 

York, 

B. A. Gol denweieer, Director of Research & Statistics, Federal 
Reserve Board, 

Wayne C, Taylor, ~eistant Secr etary of the Treasury, 

D,W, Bell, Assistant to the Secretary, 

L. H, Seltzer, Research & Statistics, Treasury Department, 

C, B, Upham, Aesietant to the Secretary. 

Mr. Morgenthau referred to the tact that th1e i s the tirat 

aeet1ng ot Treasury and Federal. Reserve people on t1nanc1ng since 

the new organization or the Board ot Governors, and t hat the meet­

ing is informal , confidential a.Dd those present are there aa indi­

viduals rather than representatives or t he Treasury and the aye tem. 

Mr. Morgenthau asked Mr. Broderick 1t he felt it would be 

necessary to report back to t he Board what went on and Ur , Broder ick 

said h e tried t o keep the Board intol"'Ded on auch matters a~Ki that 

i n all tairneae he t hougnt they ought to be advised . He said that 

Kr . Eccles related t o the Board the matter discussed at previous 

similar conferences. 

Kr. Morgenthau eaid that t he immediate problem 1a that ot 

ra1a1ng a one7 w1 th wb 1ch t o PIO' the bonua. Several 11111thode are 1n 
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conte=Plat1on. The7 baYe a bearing on exceaa reaenea or tbe 121 

Federal a .. erve ayatem. The Treuury attitude 11 that of wantirl8 to 

•ork with the Federel Reeene Board 1n their credit problema ao that 

the activ1t1 .. or both agencies will tit into a general pattern. 

Keetinc.a from now on, be aaid, will look more and .,re t o the wbole 

credit picture not juat t o ra1aifl8 money and raiaing it cheaply. 

11r. Bell stated that one plan ia to raiae monO)' for the bcaua 

in advance b)' increaaing the weekly otfer116 of billa. Beginning 

with A~il 29th there w~ld be an addit ional $50 million a week up 

to the end or June, all with maturities on December 15th 1n total 

amount or $450 million. Then b)' a weekl)' increase of $50 million 

through July, Auguat and September with maturitiea on March 15th 

next , anot her $700 milli on would be raiaed. In additi on to tbia 

$1, 150, 000, 000 we would aak tor $750 million new mone7 on June 15th, 

a total or $1, 900, 000, 000 new money. Theae amounta would p8l'llit ua 

to run to December 15th before any other maJor financing would be 

necessary. On December 15th we would aak tor $600 million new 

mone,. which would run ua untU March. In addition we will have to 

rotund 1687 million or notes 1n June, $36• million or notes 1n 

August , and $514 million or notea 1n September. Moreover, on Decea­

ber 15th we w~ld have a maturity or ~8 million notea and the $450 

million of billa which it is proposed to iasue with that .. turit)'• 

Summariz1D8 thia program llr. Ben aaid that it mema 

$1,~50,000,000 new mone7 on long-tara, tl, l501 000, 000 new money in 

billa, refunding $1, 900, 000, 000 or notes plua $460 million billa in 

December. 

llr . Burgeaa cOJ!IIIIented that thia will .. an a debt or to billion 

maturing 1n one )'ear and raiaed the queat1on wbetber it ia wiae to 
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pile up the short dated debt aa large aa thia conte.platea . It can 

( be done, he said, but he has doubts about the wisdom of doing it 

when ws could put out a bond in May for $600 million to $750 million 

and get that much out of the way. He wondered if it is prudent 

f1naDc1nS and referred to the criticism of the size of the abort 

dated debt . He suggested that it might be better financing to put 

out a bond issue in May and another in June. 

Mr. llorgenthau asked if he would pick up AUSlst and September 

maturit i es 1n June and Mr. Burgess said he would not pick up the 

September maturitiea because it would look as if we wore afraid of 

the election . 

Mr. Seltzer suggested that there ia a splendid open date in 

September, 1938, for a 2-year note to be offered 1n September thia 

year and that probably the rate would not !:ave to be in exceu of 

three fourths of one per cent. 

Mr. Burgees said he t hought to pile up the abort- term debt 

and to duck altogether the September maturity would be signa of 

weakness . 

Mr. Harrison eaid tha. t the market wants a bond now and that 

it 1a consistent with t he Treasury program to g ive the market what 

it wants . He would avoid an aggravation or tho abort- term situation. 

He liked the increase in the weekly billa When it waa firat discussed. 

Be auggested that whe n the market wanta a bond and when it f1ta into 

the Treasury abort and long- term polition, it mi@Pt be well to have 

a bond. 

Mr . Worgenthau auggeated th.at the market baa not been prepared 

for May financing to which Mr. Burgees replied that the market doea 
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not 1a1ow what to expect and tl:a t it baa no idea or wl:at the 

I' n nancing wUl be and that he has given it no 1ndicatiODo He 

advanced the possibility of an alternative program of a note in 
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lfa.1 and a bond 1n June, but Mr . Harr1eon and Mr. Bel .l thougllt that 

the only excuse for any financing 1n May would be that t he market 

1a ready tor a bond. 

wr. Ooldenweiser asked how long a maturity was in conteJ11Plat1on 

for a bond and Mr. Burgese said that that depended on 11bether it il 

desired to link it definitely wi t h the bonus . The ..rket wUl take 

a 2-3/4~ with a longer maturity than the l 948-51 1s offered i n March. 

Be tavored that or a very long bond. 

wr. Harrison asked how rar we cClll.d go w1 th the 2-3/4~ and 

Mr. Burgee• replied that 1952- 55; 1952-54J or 1953-55~ 

Mr . Morgenthau explained that his original i dea had been to 

put out 9 bonds to take care or the bonus, maturing about t220 

million each year . He had been told that those maturitiaa were 

too snall to scatter in among the present outstanding issues. 

Mr . Harrison 1&1d be would like something that would be a con­

stant reminder thAt the coat or t he bonus had not yet been paid orr 

and would act perhaps as an offset to the growth or a penaion i dea. 

llr. Burgess thouaht the same effect mi~t be reached with a 

10 year bond and a required sink11'6 t'und. On aecon1 thougtlt Mr. 

Harrison thought it migbt be wall to keep the whole amount or the 

bonue issue outstanding as long as possibl e . 

Mr. llorgentbau c 011111ented that between now and the wdddl.e ot 

December the Trea.ury would l:ave to rat .. $11 900, 000, 000 new money. 

Mr. Burgees uuggested $700 million in Kay and $750 million 
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1J1 J\IDO and then an inoreue iz, the weelcl7 Trea.u.J7 billa begtnntng 

sul7 1 tor f&OO million to $600 million, part maturing 1n December 

and pa.rt in March. He ea1d there 1e a graDd market w1tb a good 

appetite tor bonde and it would be a eign ot wealmeu not to ha•e 

a bond isaue. 

l!r. Ta7lor uked U $750 million in Kay and t750 million 1n 

J\l.ns would not be pressing tb1ngs a little and llr. Burgeu agreed 

that 1118.ybo $600 million would be bettor. llr. Taylor doubted tho 

wisdom ot two bonde eo cloae together . 

There wae some discussion ot a 10 year bond in lla7 and a 20 

year bond i n June and vioe versa. 

111' . l!orgentbau thought t he Kay i eaue, U any, should b e u 

long as poee1ble, but Mr. Burgeu tbc:ugbt t he markst might be better 

tor a long term in Juno. 

Yr . Harrison eaid the queetion now ie shall we lave billa or 

bonde . 

111' . Korgontl:au eaid that t ho Daily Sta t ement abowa $21 7001 0001 000 

cash on band now and that a big bond ieau o 1n Kay would raise that 

figure b18)ler than he would llk e to aee it while Congreail etill 1n 

aeaeion . 

lir. Boll commented t1:a t expondituree would draw down t4oo 

millio.n to $500 million 1n tho next month and a h alt • 

llr. Burgeae aaid that additional billa wou l.c1 aleo increase the 

cash balance but it was agreed that the accUIIIUlation would be alower. 

There wae aomo c11aeuaeion ot tbe ettecte ot the iaeuanoe of 

b ille and ot bonde on oxoee a reaervoa and t ho point was made that 

it de.,ended upon whether they were paid tor ,1.n cub or cr~it . Bille 
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beint; paid tor 1n caah wwld tend to draw down excess reserves. 125 
Jlr , vorgmtbau asked it be could raiae the money by billa 

~ Jlr , Burgeaa replied •yea• . Ask~ by Jlr . Broderick about the 

rate , be aaid t bat the rate wo\.lld go up some but that would be 

a good thinS• 
Mr. Morgentbau said he hated t o get away from quarterly nn-

anol.ne; and suggested the possibility or 'billa now am 'bonds in 

September i f the market then looks good. 

Mr. Harrison said be t hought that would suit him 'better. 

Mr. VorgentbaU said h e didn't like a 'bond issue 1n May. Be 

referred t o t be fact that a couple of years ago we had al.lllost 

monthly financi ng and that h e l».d 'been repeatedly urged to g ive 

the market a rest 111d not interfere with private nnancing - - to 

adopt the more orderly quarterly financing. 

Mr. Harrison said he thought the J1'D&t desirable arrangement 

was t o stick to quarterly financi ng with a $750 million bond i n 

June and a $750 million 'bond in September. His second choice waa 

for a long- term 'bond in Kay wbich he preferred to addit t onal billa 

now. 
Mr. Vor genthau asked a bout $450 1:11ll1on in bills now and $750 

' 
million i n long-term 1n June a nd t h en on September 15th either a 

bond or mor e 'bills . He commented that 800, 000 veterans mve not 

put i n thei r a pplication as yet for the 'bonus . 

Mr . Taylor suggested waiting until May 16th to start additional 

'billa , to wh1 oh s uggestion Mr . Boll gave his support. 

Ur. Korgonthau advanced the idea of $1 'billion new money in 

June . Be said i f a 1950-53 'bond r or $600 million were o rtered in 

May t h o temptation wwld be to otrer more of the same issue i n June. 
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It was generally agreed t hat t ha t should not be dono. 

11r . Morgentlla u auggoeted that thoeo present think t h o matter 

over end meet a gain a week fr<J!Itoday , Thb was later changed to 

Wodneaday, the 22nd. 

Mr . Bell s uggested t hat Treasury bills wore not such a abor t 

dated debt problem as they would be if ther e were a supply of bankers' 

acceptances on tho I!Rrkot . 

It was agreed that a s many as t3 billion in Treasury billa could 

be t aken care of by tho market without any worry. 

Mr . Morgenthau asked llr , Broderick it there were any 1Jmned1ato 

plane on exoeae reserves . 

llr. Broderick said that there waa sentiment i n the Board tar 

raising reserve requirements before July 1, partly because ot a 

tool ing that it cannot be done atterwo.rd, He oaid the r e ie no 

detinlte plan but sentiment is C17Btall1zing very strongly, There 

ba a been no defin i te d iscussion but a date is boing set for discussion. 

He t h inks it will be dono i n the next 30 or 4 5 days or not at all. 

llr. Br oderi ck said Mr. Harrison was getting some i nformation 

t o which !.lr . Harrison replied that this was t h e beet news h e bad 

heard 1n a l ong time . 

I t was the opinion of those present t hat the action of the Board, 

if any, and t he Treaeur:r financing, should be carefully meshed. 

Mr. Burge sa t hought it would be bad tor the reserve requirements 

t o be raised rigbt attar a financing. There ia nothi ng mor e upset ­

ting to t h e bond uarket than an announca~~ent tor the futuro • He 

felt that the announcement of action and t he eff ecti ve date of ac t ion 

should both b e betare the boDd iaaue aunounce•nt. 
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I t was agreed that the June 16th bond ahould b e a r..nounce4 

( on June 1st md that t he market should have at l east two weeka 

r or a ahakedawn md adjuatmant following my reaeMe requ1r•ent 

action. 
The very lateat eff eot1ve date or a ra1ae 1n reserve requjra­

ment accordingly ahoule be Hay 16th. 

1 ~7 
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DIID>IATE POLICY OF ru. Ulllfk:D STATt.S 
P' FRANCE - Ill urr.cT - WvtS QOLD STA!!DARI! 

l. Renewal of serious weakneaa in French exchange revival poaaiblli cy 

of .arl)' abandonment of franc ' s present aold p&rl.t.y. 

2. Not. clear what. steps could or aigbt be t.akao by Jl'ranch authorit.iee 

nt.hout. action by CM.aber of Deputies , not now in session. Cbaaber •uat authorise 

de'l&luation or ubargo on gold exporte , but it 1a beliave<l lliniater of eo-rca 

oould place prohibitin te.x on export of aold, or Bank of Jl'rsnce aigbt raise aini­

'""'" uount {now tr . ru,ooo) of franca which it w1l1 redee• in gold to prohibitive 

f i&UH· {This latter procedure reate on a corr ... ntion betwean lliniater of finance , 

representing aovernment, and Oovernor of Bank of France , representing bt.nJ<, ) In 

any event, it 1a believed that if French want to prevent further loaa of aold they 

will find a way to do it, and this w1l1 reoult in lowering axtel'll"l vi.lue nf tranc. 

5 . Our 1Jpediete policy, in the ••ant of such actioo by France, should 

be to t.ake wbata'fer a taps we can to •I nlabe disturbances to the foreign excbanl• 

•rlcat, which probe.bl)' would follow aucb action, lea~ basic longer range 

quaaUona ot policy tor subsequent eonaidareUon. 

4. Suuest.d policy of United Stataa , in t.aediate situation, it' Franca -

1o affect - le&•as gold standard! 

A. Liberalization of restrictions on acquisition of gold tor 

e rt or earmarki 
n order to aaa>re effective •intenAI.IIC 

of the exiatl ng gold value of Ule doll.Gr as an exchange •rket 

influence. The Tr .. &W')' ebould declare ita rllliniD•aa to 

perait the sale of eold , for .....-rldng or export, w an:t foreian 

central bull< or .onetll£7 authority w1ll1nil and able w ll8)' the 

established price in dol.lara • The !"•ct that the heasW')' is 
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wi.llln& to ~ iloported gold at a fixed price places 

a liJo.1 t upon upn.rd llOV&Jiell ts ot tbe external ...U.ue of 

the dollar in teras of gold . If there ware no one urho• 

the Trauaury would sell golcl at a fixed price , wbicb would 

be the situation 1.t France ano. the othu r••lnlng gold 

standard co~mt.ries nre to •go oft gold•, there would be no 

cbeck upon downward .oveMnts of the external value ot tba 

dollar in terms ot gold . 

129 

B. Re110val of obetacles to operatior.a in dollars by Bri tiah 

EQuali~&tion Account. Tbe task of praventi.Dg undue diet.urb­

&Dce in the foreign exchange ....-kat, it the French fl"&J>c ia 

turned adritt (which would probably result ill serious un"tt.la­

""'nt in other sold bloc c1.1l"nnc1ea) wUl fall upon the United 

States and Great Brita\D. It ie aii!WIIed that the British 

authorities would no longer be ebla to control the external 

value of t.be pound through opera tiona in rrancs, alld it. la not 

belle•.cl that the pound could be successfully stabUb.cl aolal7 

through operations in tbe London 10ld arket, nor through 

operations in belges or &n7 other currency which misht r.-111 

on gold . ''here would reJD&in the possibility of operations in 

dollars , with our bleae1Dg. Tba British Equalisation Account 

recently hu been un..ullng to operata in dollars , partly be-

cause , in eo tar as ita direct. operations are concem.cl, tbe 

dollar and gold are not illtarch&D&aable, end pertl7 baceuae 

the British are kaenl,y &ware ot tba dilfs•or with which ita 

operations in doll&rs, dur1Dg 1~!2 and earl,y l9lSS, were r.­

prdad in so• quarters in t.bil country. 

Tba first ot thesa obatsclu to official Brit.iab 

opera tiona ill collars would bo poort.iall,y re.oYed by the 
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Uberallu.Uon of our policy with reSJMC~ to the a&.le of 

gold sue~eated in (!) above. This would no~ -~ ~ iaMI!-

iaw situation, howner , it tht pound nre •eak and the 

British wished to sell dollars ancl ~ swrl.ing - they haven ' t 

dollars to sell . To overco111e this clifticult;y, arrana111118nta 

should be lllade where~ the Sritlsb a uthorities could receive 

dollars proaptly, either bJ aele or pledge of gold wbich they 

lliiht eanoarlt tor uo in E.n&J..end, or by a&.le or gold wbicb they 

•oul.d abip to the llni~ Stews - loans oo gold in t.nu>ait. 

(One swp alread;y baa bHn taken in this clirecUon, by thtt re­

newal of the 'l'reaaur;y 1 a otter to b~ gold in London, to be Hr­

..nted in ita no.me at l!anlt of Dliland• If such purcbaaea are 

aade from British Eq..Uzation Account, ~ba BriUah a.edt.atal.J 

will be pr ovided with dollars available for support or starllna.) 

The second obstacle to official British operations in 

dollars - the dislike or some of our people for •foreign aeddlin& 

wi tb our currency• and their belief that the British play ue for 

aucl<era - baa &lreed;y bee reao•ed to scM extent by the deYalop­

•anta of tile paat three 7a&ra , during which tbere baa been AA 

opportunity to observe BritUh currency 111118g....,nt in ac:tion. n 

ahoul.d no" be posaible , it we are working upon the boaio of AA 

understanding with the British, to remove tbia second obatacle , 

although t.bero would have to bo a harp watcbfulosss aa well u 

11ood fai tb on both sidel . 

c. Operations in sterll!l!! bx Aaotr1ean Stabilb&Uon Fund. Thia prob­

•hl7 would not be a qu•• t1oo of I med 1a ta policy so lOOil aa the 

Bri tisb 1-..sve .,. 88pla auppl.J of gold , b: the aele of wbicb tbe7 

could obtain dollar a, and, in 807 uae, should onl,y be dona in 
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cooperation with the British, lllll.au .., want to orocaa• JJl 

a currency war. 'l'ha job of •odaratina or pravc tJJlg fluc­

tWitiona of atarlJJlg in terms of gold ancl gold currenci•• bAa 

been ancl ahoulcl ocntJJlue to be the reapoosibillcy of the 

Britillh authorities. 'lhq are oow aquil"*i to operata JJl 

either direction. 'ibey can sell etarlJJlg when it ia atro1111 

they CAD sell gold for foreign currencies, and ~ sterlJJlg, 

when 11. is weak. If, in the future, because of J.Aadaquate gold 

holdings, the British are not eble to support the pound 1.11cl it, 

JJl coosultation with the British, our t.eaporary intervention 

JJl the atarllnc ~~~~rket apPe&ra to be necesa&r7 to preTeot wide 

ao•-nta cf dollar- aterllng ratea, tbia llhould be doae. 
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The question natural ly ariees here u to wily •• aha1lcl 

do e•erything we can to make it conveniont for the British 

authorities to operate 1n tne dollar market, &Yen to the extant 

of al taring our colo polley so ~· t the British can obtain &old 

for dollara (thia does not, howe•ar , J'QO'fe all exchange ri.ak froa 

their opere t iona - they otill han a pod t1on 1n aterllng) when u 

IIWit be ao careful about operations in sterling ano must run tho 

I>Aaa.rds cf holding a paper cureency 1C we do so opera t.e . Tho answer, 

1 t ..... to ... • 1a that ... pro feu to be on the international aold 

standard and the British profess to be on a ....,..gee! curren07 beaia . 

Onder theae eJ:cuaatances, the Bri tilh abould asa...., the tult of 

u.naca•ent of their currenCJ - inclucli.Dg operstiona in dollara - GDd 

we should act the wa:t a couotey on the international golg atanclard 

is auppoaecl to a ct, eapsciell:t as u Cllll afford to do it, Mel should 

be the gainar thenoby. 'l'ho end to be sought in both countriea , in 

this particu.l.ar sphere, 1e international monetary atltbillt)' • l.ach 
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wDd 11' the two countries lmow they are world.ni together aDd 

are persuaded that. their d.,..auo int.ereat.a, no leas thaD the 

1110re abstract interests of t.he wrld at. large , 1dll tber•b7 be 

served. 

Federal Reserve Bank 
ot tlaw York, 
April 8 , l9lS8. 
~,./, II, If U, 
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v 1-. c 

fEDERAL RESERVE BANK 

OF N EWYORK 

April 17, 1936 . 

Dear ~r. Lochhead: 

In accordance with your recent request oTer the tele-

phone we baTe prepared the enc~osed mcorandWD dealiD& With 

the years 19450 - 1933 indusiTe 1n reference to British ot­

ticial oper ations 1n dollar exchange. Will you please be cood 

enough to hand it to the Secretary. 

Sincerely yours, 

.. 

Mr. Arobie Lochhead, 
Technical Assi stant to the Secretary, 
Treasury Oepartaent , 
Waahin&ton, o. c. 

Enc. 
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BRITISH OffiCU.L OP!'.!'IATIO~S IN OOLLAR EXCH~.NGE 

19W- 19U 

~ p,rlod Prtpr to 1931 Crisis 

T\t>rin~ the yeArs wbich preceded t.he aterlinP crisis of the lste 

,,eer of 19~1 , it was the practice of the Bnnk or Englnn'i to eioo1oy o. con­

~id•r•ble VOlUlll• of !\mds in this ltlal'ket, the hulk or t.he•e 1\mds Ul!llslly 

l>etn~ inv~•t<!d in bPnker s ' .. ccepttmces f!lll'Ohn&ed throul'.h the Federal ll!!eerve 

~4."1- of .,.,. Yorl- . Durin~ 1930 111>(1 the first eix IID"lt-'le of 1951 tbe•e funds 

nre in •h• Df'i~hborhood of $100, <XlO, OOO. y., this way, the Bank of En"land 

hod n'li lab \ e a rel!8l'VOir of dollar exchan11• , which could be called into use 

'It>"" U ••• considered desirable to support atf'rlin~ durin:; oeriods of we&l<nea~, 

.... d rnr nt.h•r d•'J ... pur]l0889o In llddition , in order to off set the a .... Mnal 

" &lmeu of s terling ond to increase the supply of doll.or RXchenge evailnble 

in the Mrket dur inp the period of hellvy egricul turul exports, the Federal 

R••erve M.nl<e, acting tbroUP,h the Feder.U R .. •ervtll Bonk of New York, umJAll)' 

l"'"~lJ••.,! sterlin" bills throlll'h the BAnk of &n•land during the final few 1110nthe 

o~ t•• Y"•r , and brougbt hoae tl,eir f'unds u the bills ..,tured in th~ earl)' 

rart of the sub•eauent lfe&' · As 18 •h<>wn in '!'Able I, the Fede%"ll Reserve bonks 

purch••.,! t s5,000,000 of sterlin" bills in the ton~on .. rket in the final 

~uortf'r ot 19W, withdrs..-l.n!! these f unds ~ t,ondon durinP February end 

!Iorch 1951
1 

after the period of hea"Y I!Xf'Ort• nf A...ericllJ'l croos and •eeeonal 

pressure ~""tnet eterlin'! had passsd. Such operl\tlone were undertlllcen rel'tll.l'rly 

by thA Ff>deral PesPrve banks durint: the 1 nte twent1ee . t>,eir scal 11 vat;(ing ~.,.,,._ 

11 . Th• Fllf!rggnsy Crmiit.e of 1931 

The Eur<>.-•n finenciel crisis , wldch be""n in Austria in April 19!11, 

epre'ld to adJoinlnP: oountrisa end resulted h• Jun• or th· t y,.•.r in " collapa• 

of cr.,! l t in 114>.-ny . rffort~ to ....,.est th" apre•d of thie crisi• thron ~lJ ~ha 
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ut.o:>oion of outside 8UJ"PPrl to the centr10l b"nks of Austria, lflmP&rY, and 

~>' 
1 

"" thr<>u'lb the Americm p!'Opoad for .n 1ntern'lUona1 .oratorlWI 

em 1ntergovemaental debts were uneucceul'\11, ""d in July foreisn balances 

bepn to be e1thd.ntwn froe Envland 1n very heavy vol\11118 . Onder date of 

lul'llot 1, l9Sl , the Federal Reserve Bnnlc of llew York end other Federal Fe-

terve bRnka joined in en sl(l"e8lllent to f'llTChaao Ull to the equivslent of 

et?5 ,()1)0,000 of r>rime sterling bills from til~ a .. n k of ~eland for a period 
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of three montna . llh"n this agreem.ent llll'tured on October 51 , 195l, drawin~s 

t!'•re1mder h•d been repaid fully, with 1ntereat, and the agree11ent waa renewed 

in the reduced 880unt of $75,000,000 to 1111ture JIIDU&rl' Sl, 195:>, .. t which t110e 

th" • ..,....,ent expired without havin" been ... de uae of and no renewal """ 

l!OuDot · ...,..., thia a<OJ"ee:ent orivinlll.ly """ con,.._ted, the Bank of J:r!Pland 

h•tl rece1 vel! fr011 the B•nk of France a credit ln like IIJl(lunt for a like p<>riod, 

.,..ich credit &lao ..,.s rRnewed in tile reduced amount of $751000, 000 to Janu•t"Y 81 , 

1932, snrl expirorl without renewal on the lAtter date . On Aueust 28, 1951, after 

the B•nk of En~lnnd had exhausted by drowinflS tllmost the 1'\111 nmount of the 

credits extended by tbe Federal Reserve banks GDd the Bank of Frllllce, the 

BritioO, Treasury CO!IIpleted ttrr'UII.'e"""'ta for tl•• t'ollowinr credi ta: 

(a) . 1200,000, 00 for one yeAr by J . P ."orgnn and Co. and eaaocutee. 

(b) . $1.00,000,000 ("'luinlont) tor or>e year by a PTODP ... r French 

biODI<e . 

(o) . ~00,000,000 (equinlent) by public issue in Paris of one­

year Treasury billa. 

In a pi te of the aesifttonce provided through these cr edHa, the out­

wnrd 110venoan t of funds fro~:~ London wl!.a ao heavy th•t flOld payments were f1Mlly 

auapended on Sept811lber 21 , 19Sl. On September 25, tho B•m1t of En~lMd renaic! 

110,000, 000 under the cr edit extended by the :Pedenl Re&arve bank•, leovin" 

An unJ""ld balance or ~s,ooo,ooo . T!>b unpl!id balanCe wu increased to 

t-co,ooo,ooo t.>u-ouon drawin"a under the enoc!i t durin" October, 'llbich balance 

na Tepdd in f'ull on October $1. Followlnl! the renorcrel of t.>,e emi t. in the 
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redueod ...,,.,t of t?S, OOO, OOO, ro !'urther dr>lwin711 wsre ..ade, and, aa ..,ntioned 

aJ>o••• the eri"Ut definitely arpired on January 31, 1952. The l!or.-an credit to 

t.l'e Br i U •h Treetrnrv was repaid i!l thre<t "''eeeuive !'law->ts durin" '14rch and 

tl:• o4rlT nart of April, 1932. 

Ill . pgl l ar Qnrrntiona o[ thg Br iilob &nt.boritioa froro autumn of 1931 t.o 

Spring of 1953 

The character and approximate m~pnitude of tho dollar oper~tion a of 

the British authorities, during tha !'&riod from their suspension of tho pold 

J'ft1"1""ta i n Seoteaber 1951 to our dererture f rom ..old in April 1935, 1\I'e 

rou111ly indicated in Table II, which dvea, as of the last Wednesday of e•e" 

..,.,th, the uount ot Bri tisb officiel holdin~11 of dollar assets and j!Old in 

S York, tol'ether with their actual net indebtedness to this ll!U'ket under the 

... er~ency eredi ta RTo.nted in Augu!lt 1931. '!'he firs t colUJRI of the teble ebowe 

tho dollar bAlances and short tel'lll lnveGtments in banker s ' aceeptenees and 

treasury obligations held here for account of the Bank of England and the 

~ritiah Treasury , while the second colUIIIII ~tivos the IU!Iount of gold held 

under earmark at the Federal Reserve Bank of Hew York for Bank of England 

account . Tho llllll of dollar assets nlus gold , shown in the third colUJOn, 11 

an &!'f'roxiaate -sure of the uount of •quick• aaaets held in this JIIU'ket 

l'Y the British authorities. The next three col\1111'18 of the table show the 

lndebt.edneea actuallY outstanding Wl<ler the eaereonc:r credits extended durin& 

the 1051 crieis. The finAl colUIIIIl , .,tvinJl the ne t excess or assets held in 

Ne York, or liD.bilities to 'N'>W Yot'k, of the Brttish suthori ties, cooatitutes 

an indirect but fairly accurate measure of British official ooerations in 

~')1\ara prior to our departure from f!Old in 195!. Bv way or illustration, the 

ch1111qe in the uot position in this 'IIU'ket of the British authorities b'o• 

llinua 198 ailllon dollars at the end of Sept.ellber 1951 to pJ.us 131 aillion 

>loll•rs l n the l a tter pert or May 1951', ,.. s!lown in the last col.- ot teble 

n , iJ.Ueatee that the British authorit.ie" ourcbaaed 011 bu&nce about 
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t!z!l,OOO, OOO in tbio period. or thio SWI $215, 000, 000 •es ueed to re~ l.n<lebt...S-

rat. , while ell o" tl'e reaai:>der .e'lt t<> in cruse aoreta in this .arl<et. 

In consldui!lg the aove~~«~ • • ot aterlins exehange and the doll.,.. oper­

eUon• or the British a•1thoriUes f'rna the autuan of 1851 to the spring or 1955, 

it nll be con venient to o.nalyse sepl'rately four distinct periods. 

The ini tilll period of unsettlement rollorlng the suspension of r,old 

J'l'yment~ on September 21, 19~1, tll<tended until olmoet the end of the yelll', the 

pound-<lollllr rnte toucbing a low of $5. ?11 '6/4 on December 7 . Althou,'!h th~ 

eriUoh •uthoritleo intervened in the IIUlrkot for brief periods and on e ll.Aited 

scale, th87 bck.-1 the resources w1 th which to undert&lro suf'ficientl,y euat.Uned 

intervention to cuahion the decline to an i•J>Ort&nt degree . They wel"t perhaoe 

,-.,hoctont to uke further drewinvs 1111der the credit extended by the Federal 

P.e~erve banks for the purpose or givint: euoJ>Ort to aterlin" exehan~~:e attar 110ld 

P•YI'•nt• had bem suspended. On the other bend, they prt~sumably did not rlah 
Rctlyely 

to aocelor~te the decline in sterlin~ by/11ccumul.nUne- dol.l11.rs (and franco) with 

,.hlch to rep&y their indebte<lnes• to New York and Puis . AS the tsble ehowa, 

tho net position of tbe Briticb euthoriUee in this 1118.rkot ch,.ged only 

W)(Y'(1,"C(l durin~ the finlll quarter of 1951. 

'l'be period troa Deeeaber 1951 to the aiddl• of June 1952 "" one ot' 

INbatenUal £enerlll demand for sterlin'. Hter rising .oderatelt in previoua 

months, the pound-dollar rate advanced with pert1culer sharpness during ll&rch 

to a hi(!h or S&. 82 S/4, reactinz ooly 110deretel7 froa this oealt level durins 

Aprll , llay, end the first half or June . An F.xchange Eq....Uzstion Account wu 

utnbli~hed eer1Y in Anril to free the B.vol< of En3lt111d from the necessit,y of 

The 
uains ita own f\lnde in lD()dereting the movemonta of sterling excbsnge. 

tirana~• of the pound 1" that period does not opl'Bar t? h~tve had ita or ivin 

in ony wbotenU~l basic iaprovement in the British internstiooal position, 

but ••• d\: .. r et>-P.r to the huge no" of ro.-.ien f\lnJe towards London, top:ether, 

no cloubt, dth coa!!l repetrietlon ot British f\lnda . Aaon& the forces chich 

~~-
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!rJluP•Ced the flow of tunde and which r•y be eeper•tely observed, the following 

..,,. the ..,.t iaportent: 

(1) . Tho l'!ood of extreme peesim18la concemin!: the Brt tinh financlnl situ•­

tion durin" ~u"U~t ""d Septeaber 19Sl, 'IIIlich ~~~tde necessary the ut11-

iut1on of e:mrcency credit• b:r th .. Britbh author-1Uae , was followed 

by a reaction in sentiment nfter th•• suetl4'naion of !'Old paymcnte, ~hlch 

in turn enabled t'>a British euthor-lties t1> "equire a Mrt of the ex­

cb..nce neceasaey for the r8tl&¥JI:ent of tb••e cr edits . Srecul&tors 

who bAd taken a short position in eterllnl', took advantage of t.he 

f•ll in the exch•nee to cover t""ir poaltio" and repey their oblln­

tions . Other fnreimers, owinp debt peytlble in sterll., .. , antlcitlll­

ted their m•t\trlti..,s or met their obli:;•t1ons with unum1al promptnee11. 

Obviously, this e"Uld not be • conUnuinz f11ctor 1n tile exch•n"e 

rosition . 

(2) . r~ connection with tJ>" t-uancin!! or t'le British hu"P'&t, tb<-,.... de­

vo1oped "" attitude of optiaiea concerning tile llr1Ueh eitu•tion. 

This sentiment led to 11 moveMent of short ~arm J.'un.ts tn London Md 

to forei~ purch•ses of Br iti•h securities. 

(ll) . Rer"Y"'ent of the central btmk credit. and pradu'\1 prepeyaent of the 

British r~vern~~nt credit~ of 1931 h•d a most fnvorab1~ offoct on 

sterlin!: · In fact, euly in uerch 195:>, .men t'IOSt of +he British 

Government credit• were prepaid, aterlin .. jU!liJ"ed over SO points . 

(4). The de!:Wtd for eterlin~ was in pert a relllllt of fnars concernln~: 

the ability of the United States to o:aint10in yold pefl"'""t~ . lihUe 

rrivate foreien balances in T,ondon were increseinll r apidly, ,.ttch 

~nces in thia coun~ry Per& red11rl'!d to • worldnr llini~~US. In ad­

dition , there were reriodic reports of the ~ale of A~ric•n aecur­

iti~R b~ Rritiab invofttment truste and bv other foreign hold•rs, 

as •ell as of rurch•ses of British securities by ~icnns. 

T'le- net position of tbe Britifth authorities in this market ehon<'ed ft'om 

.,!nus 168 lliWon dollare ~t the omd of December 1931 to nlu,. 151 aillion dollArs 

In tile l•tter P"rt of llay 19~1', indicaUn!! ""t ru:rch~aes of dollnrs by the Br1t1sb 

authorities of e299,ooo,ooo, of which tPCO,OOO,OOO weo used to r ersy in~ebtedneso 

end alr.oat ell of the remainder to incre&se thPir doller 'b'll'!Jlce• Md •"ort tera 

tnwstl!ents. British official purchases of dnllers ~ervod to offset in port the 

ehort term forces reopcnsible for the ~dvancin<' tendency in sterlinc in this 

reriod, ene, but for the interYention of the Briti~h authorit.ies, the pound-

whe". the po\1nd wss strone constituted • reservoir ""lch the Briti•h anthoriUu 

were •hlo> to tlmw UJ'OD to surport rterlln~ d"rl"" J"'riotls of ,~..mrss . 
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JOroa the !Iiddle of .rum. to the 1•tt"r Mrt of P'ove:ober 19~?, British 

doll• r holdipu nre drar• down, orin• l.ar~elv tn the r~ct tb•• as e result of 

a rever •o.l of th~ character of t.h" short tu. foreee in pl•r "terlior ~~d to be 

r>:-T"'rte'i throul>'h officb1 intervention. 'l!'l !"" ore h!lnd , the vi""'''Iint be­

com• incre•ainely ~enPr~l that althou~h the ftnancial crisis in EnflAnd t~rmin­

oW with the suspension of gald !'Aymenta, the ll""ertll economiecrisie hnd not 

yet been aubot4nt1ally relieved. ThP nettvity of in<lu•try- and employmnnt. hnd 

eho•., H ttl., nr no i'"prove,.ent, ancl the diffioul tiel'! concerninP the budget nl'l'O•red 

~nt tn h~ve been wholly solved. 0.. the other h•nt!, the abUi ty of tllot lln 1 t"" 

t!tt•e to withstand tile tort' nvea of h••vy Nl'<'J'II•O .old withdro>wals in the 

autu"" of 1951 and apin in the sprine of 19~? ""~' auit" widely in•erpreted u 

a a1"" or the etrenl("th or the doll~<r, M>d of the "~n•ral finencilll atabUi ty or 

t~b country . Tb"•e changes in the ""rket attitude were reflected both in the 

international movement of shnrt term fUnds nnd in the ~vement of securities. 

ft further general withdrawal of fOrftiiT" ehort term fUndR from London BCComnnni~ 

A 1110d.,.nto increase in forei!!"' b!llonces here . Moreover , reports were current, 

11!'1'88l'inn both in the British and in our own finencial urees, of 8\lbatro>tial 

l<rltie>, purchases of American securitie", ~to tll"e when the conver•io" of the 

British Governaent debt to a l~er interest basis w•s inducing aany fo~irn 

>,oHer• nr th··~ aecuritie& to dispose of such hol~ine" in t"" London ... rl<"t . 

0'fl•ln ~ th• autuliltl, eterlinv e><clumge wee also effected adversely by the incidence 

of t~e usual seasonal oressure AccomP"nying th~ .ovement of a~icultural products 

to Grent Britain, and, in addition, by unsneinese and uncert!tinty regard
1
nv the 

fnture atflt118 or th" Br itish e.nd other Will' debts tn this eomtry following tl1e 

el<'!dr11tton of the Hoover moratori\111 . In spite of the fact thnt the Britieh 

Authorities d,.ew h .. ~vtlr upon their .. aaeta in thi& llll.t'ket in order to cushion 

t),e decline inPSterlin,, .,..l"'littin" •,b.,ir rel001ll'C88 in this .,,.,.ltet to fnll to 

~<~,000, 000 in tho lAtter part. of October, the t'Ound-dollar rate declined 11herply 

to an extr-.a low of ts. lS 1/2 on Nove~~"-r ?9. 
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Tho period froa the aiddle of Noveaber Ul3!> to our departure troa POld 

.., AprU 19, 19SS was one of ren.,.ed s trength in llterlinP. Tlte pclylllent in ruu 

or tho llecelllber 15, 195:! instalment on the Br itish War debt to the United St&toa 

Qovomm•ont aerved to remove 11 factor or uneasiness as an immediate tnnuenoe 

on tho PXC)IIm6e market . Of much gr'811ter iJIJ)OrUnC8 1 however, was the outnow of 

both toroil"ft omd do•eatic i'llnda tro:a this .arke t owinr to increasinP banlcint 

dlft1<"11 tiea , culainatin~ in !larch 195!1, and owinc to UJ\et~rtointy coneem.ins 

the '\Jturo stetus of the dollar . Tho British author! ties m.treb3sed dollars 

agotillat atorllne on an extensive acele during these three Md shalf months, 

!lOSt of which were converted into P,old and placed under e&rmllrk at the Federal 

Fe••"~ Bonk of N.,. York. Aa a result of these operations, the resources of the 

Brltieh authoritie s in New York rose trolll $39,000,000 in the latter part of 

Ocwhr 195" to t 537 ,000, 000 in tho l&tter part of April 1955. Ill spite of 

these extensive operations, tho increased market dt~mand for aterling was suffi-

oient w bring about a sharp ria11 in the dollar-pound rate, the rate closing s t 

$5. 61 !l/8 on April 18., 19!l!l . 

Reviewing British operotions in the dollar urket during the whole 

period troa Septeober 1951 to April 1955, the conclusi on sans warranted that, 

althour,lt the amplitude of tho nuotuatioos of ettlrlin~ """ conaid!!t'tlble, the of­

feet of British intervention wu clearly to reduce their extent by otraettina in 

substantial degree the innuenoe of periodic chanfle & in market attitude , which 

othe,.,iae ..ould bave had an even 1110re marked effect on the supply of and demand 

for aurl1np. The Br1ti8h authorities sold sttlrlinS aptnat dol.l8rs Olhen, 
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•• 11 result of short tet'1l f orces, the pound n s atronp . Th• 1 sold dcllara apinet 

eurlins when short ter~~~ 1nnuence~ •ere rever • od, and the pound 1183 •oak· In 

l'eneral, therefore, t:'le declarations of Br iti•h aockoAI!Ien tb.at the exohomPa opere­

tinM nf the Br itish authorities were designed merely to cushion the ef!oct or 

abort ter11 forces affecting atorling exchan<te, and that these operations were not 

"edgnod to, and did not in raot, exert a continuous tnnu•nce on sterlinrr in 
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~"' dlMictlon, are confimed by the acco~~pe~~ying data. 

IV. l.fguid,t ion of Aaoot.n Held in New Xork by Br.ltiab Authorities _ Sprfnr 
1955 to earlY 19!14. 

Following imposition of an embargo on gold ""P'rta from the United 

Stet.<> on April 19, 19S&, the British authorities disc011t1nued operations in 

dnllor s ao a 1188DS of IOOderating fluctuations if\ the gold ....Uue of sterling, 

confining their exclumpe o!)erations to de&linge in F'r«<ch francs, the principal 

reuining gold currency. Durins the final eight 110nt hs ot 19SS, British official 

funds on depoai t or employed at short term in this l'larket were gredual-ly lioui­

dated, beinl( reduced from ll37 ,000,000 in the latter !)8l't of April to only 

(5
1
000,000, at the end of the ,year. Tbe EquBlization Account nresuubly in-

ourred a conaidarable exoban(!& loss in the linuidetio" of these dollar holdin"1! . 

Ot the $200, 000 1000 ot gold bald at the Federal Reserve 8anl< 9! 

~ew York by the Benk of Ensland, 4150 ,000, 000 was r eleased and shipned to Paris 

durin~ the period from July to October 1933. The remainder was "swapped" in 

!'>"eMber 1953 11nd the early p8rt of 19M against 11old IIUl'chased and hald abroad 

by the Reconstruction FinMce Corporation and the Treasury. '!'bus, the British 

authorities durin" 193S and early in 19!14 dispo•ed of rlrt~ all or their 

•nuiok• aoaets previously hsld in this market . 

Federal Reserve Bank of New York 

April 17, 19SB. 
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(Ill II.ILLIOIS OF OOLL.UIS) 
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Short Tera 

Accept- GOY 1 t. 
BN:apctl peg Stcurltitl tm:A,L BalADCII Bille tmAL 

1GQ 

January 29 7 . 7 70 . ~ - 0- 78.11 0 . 5 0.2 0 .7 

February 28 6.4 &8.8 - 0- 75.2 0.6 0. 2 0 .7 

Karch 28 6.1 88.~ -0- 72. 8 0 . 5 0.2 0 .7 

April~ 4.2 81.2 -0- 85.4 0 . 5 0 .3 o .8 

Jla728 5.6 59.9 -0- 85.~ 0.5 O.tl 0 .8 

JUDe 2~ 6 . 4 78.2 -0- 84.6 0 . 5 0. 3 0 .8 

Jul7 Z50 8.4 106 . 5 -0- 112.9 0.6 0.3 0.8 

.t.uauat 27 6 .4 104.5 - 0- ll0.9 0 . 5 o.z 0 .8 

Sapt•ber 24 6.4 97.7 -0- 104.1 0.5 o.z 0 .8 

October 29 8.4 95.3 ~ .o 106.7 0.5 18.3 18.8 

IOY .. ber 26 6.3 97 . 2 5.0 108.5 o.~ 29. 6 ZSO.l 

Oeo•ber 31 6.0 89.0 5.0 100.0 0.5 311.2 &~.7 

lW 
January 28 16.5 92.6 6.0 ll4.0 0 .5 t\5.3 36.8 

february 21'i 9.0 109.3 ~ .0 123. 3 o.~ 25.6 sae.1 

Karch 26 7.4 104.7 10.0 122.1 o.~ 0.2 0.7 

April 29 9.5 se.8 £5,0 123.3 o.~ o.z o.8 

• .,. 27 6.7 76.4 3~.2 118.:& O. l'i 0.3 0.8 
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~uncn&O •ito tn~ Pre~ident . Spent 1ost o~ t he time 
tclllnf him ~bo~t my conversution •1th K. P. Chen. T~e 
!'resident ""s intensle;r interested uriC! .. aKed me " grec.t m, ny 
que$ t1ons , phrticul«rly us to whether Chen v•&s pro or &nti-Jt.po.n­
eae . 1 &ssured him thi>t he wus ~nti-J~punosc . 

! tole the Presi~ent thut ! soo the for eign situution 
as follo1.s: Tout 11 Hitler cun pr o t 01ct himself in Europe so 
tn.:.t he- will not ru.ve .. oy conflictv ou hiS h&nds on either of 
hiS bot·<lers thL.t oe is very a;.>t to join lwnds t. ith J &pc.n und 
Rthc« kussi~> . The President .. greod thbt this is b ooss1b111ty . 
I ~ .. id tlwt Cniru. t<Ls ln t...d sru.pe "nd tr"'t unless J apanese 
uctlvitlell were diverted through a conflict rtth Russi~> t h;.t 
Clllna ' s chknces or pulline thro\lllh t<er e not t oo good . 

I tole the President tn-t my pre~ent pluns were to 
offer co buy fro' C~ 5 =tllion ounces " month beginning 
"i tn lluy t:.nd running for 8 aonths or .. totul of 40 llillion 
ounces nnd th!.t 110 w<>uld m<..ke " prico e&ch oonth. r'urther:ore , 
thl. t y,e .:ould usk Chint. to unhook herself !'roc s t erling Lnd 
:ll.nuge her curr ency in the s&me wuy that Cnn<.d~> does , na.mel;; , 
t o ~or« in betwePn sterling <.nd th~ dollar tnd not to be tied 
to eHncr . 

Tha President &sked me particularly ~obout Sir Fr edericl< 
Leith- hoss . r told him t hat sinco we had refused to buy silver 
from Hong Kong &nd let the price dro9 that Leith- Ross hbd steadily 
lo3L fuce and we h~d steadily gained since th&t episode. 

! tole lllm th& t the Mexic~n ,,mbusshdor wo.s in this 
morning "'ui hb<i a me:llor .. nd:.o offering me Ills sur;:~lus silver . t 
told the ~resident t hat I tnoutht we were ooing enough for Mexi co 
by buying their newly ained production e~ch month ~ th&t we 
snoulc not do <>DY more . Be .. g,·eed . 

I tried to discuss the Tux Bill r.lth hi: but coulc not 
get nim to put his ~nd on it bec<.U3C ne S<.1C. , " there is no use 
d1sc~ssing i t ~til it is re?orted out , whicn " i ll not be until 
next v.cel<" . I us l<e<i h1Jn .. net her he did not tlllnk I ought to go 
011 th" .il,ll bS there w .. s t~ol.c uround to"-n tnu t I w~>s reully not 
inter6ateo in the bill . ae ~~aid that I certuinlY should go . 

I told him thkt we wero working on Ge rmi>D counter-v .. il­
lug dut ies but th .. t tnere wbs considcr~;~ble ~orgwnent in ow· snop 
pro uno con una th~at ulso the ~t~te Depurtment hud written u 
memo••undum opposing our tuking uny uction. rne ~>resident suici , 
'' 11' it is " border-line cuso I .t'eol so l'eenly ubout Germt.ny t~t 
I "oul<l enforce tne countcr-v~>iling dutles 11

• I tol e him thkt 
Ollp~nt tho~ht I ought to le~vc town bod let so~eone else siGn 
it ~uc Gus ton thought I very deflnitoly s~ould sign the order . I 
tole him t~t I tnought I shoulc 31£n the order t.S other~ise 

\ 
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l)eople would t!Unk tl\:, t I wlls runr.ing a.w .. y fro:;. 1 t ~o.nd he Shid 
unq~e~tion~bly t~t I sho~d sign th~ order . I &sked him wnether 
we coulc bring it bock when it wus finished hnd discuss it with 
him ~~~ hb Suid he very ouch woulc like me to do t~t, particul~rly 

becuuse he would like to c!el~y the order until &bout the time th&t 
Cil•·s ter ruv1s comes bucK - for the following very very interesting 
robsons : He Sbid the Republicans hr e most likely going t o udvoc&te 
so:nu form of export debentw·es for t.~griculturul products so thut 
"e cun dump our products on the reDt of the World at u cost to us 
of .. round sum of 750 million ooll&rs .. yo .. r . He s~id , "when Lt. vis 
comes buck he v.111 Odve seen & l dwir. , Hitler ~nd lolussol1ni &nd 
otn .. rs bnd will suy th;;.t ebch of these countries ~ve ouotas und 
bounties a nd th:. t if we a t tell!pted to <h.wp .. ny of our gooos on the:~~ 
they wQulc immediately evoke extru tGriffs to keep us from doinr so 
t.nd h"re Lne !'resident Sbio, ' il La\' is Y>ill be uble to S<-Y 1just th~ 
~ey thb Trc~sury Vep&rtment evoked counter -vu111n& cuties a.guinst 
GerM~ny 1 - that i~ our Lnswer to tnn ~epublicbD a.gricultur~l proLrL2. 
ton 't y~u thl~ t~t is clever? • I t old him that I would try Lnd 
convince the st~te Department tnat ~e were rignt before t brought 
th., 'llbtter to his firu.l attention. 

He asKed me whether I thought there woulc be &ny serious 
finunc i ul bre&r. over the s~er und I suid that everybody in the 
Treusury tho<~gnt tnere would not be unless something went wrong 
in the re5t or the v·orld . He said, "I would suy that the chances 
for wur for the rest of this yeur ere bbout one tn three &lthough 
in the lust twenty-four hours thingD huvc gotten much more 5erious 
becuuse tho British citizens are now getting worr ied about the 
It~liun occupuncy of Luke Tsun11 . 

I then snowed him the c~rt w!Uch I had prep~ed on une:n­
ploy:~~ent wnich particul&rly showed t~t the cost of Eome Relief 
.. r.d Vior~ helief h:.d been stet.dily r i s lr,g; a.lso that the blllount of 
.JOO•'Y contributed by tne locblities had stt.yed const~oot between 
40 una ~0 million doll&rs for the l~st yeur yod" half . He suid, 
1f yow- 11gurcs --re right then tlm figures I used in oy speecrr 

1 .st ul,ht ~ere wrong• . r.hen I showed him t~t there ~e still 
~ Milliou fbm111es on relief he Just 110ulci not believe it . He 
.. &u1n Sbia, ''Henry, there iS SOll!Pt!Un& wrong""nd I saici , :.tr . Pre .. 1-
dent , tb..t is whut is worrying me ond I t!Unk somebody b..s been 
kidding you , and when I showed him how the total cost of relief 
w&s steud1ly risi ng he Sbid , " there is no rcbson for these figures 
to huve gone up so high and they snoulo huve level ed off long &go" . 
He wus quite upset by the whole thing t.nd ! t old him t~ t I vtus 
~vlng my figures checked by the Contr~l Stutistic&l Bureuu ~nd 
I WbS going to l et H..rr y Hopkins see whut wbs wrong with them, 
&l though the source of all tho figures 1S fro:a Hopkins 1 own sho;>. 

\ 
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~nd I s~;id to him, •r runltlin, I ..m shO .. ing yon somet!U.n& as your 
friend•lilld I s~<id notilln& more . V. hen h<> c~ome to the fig ..res th..t 
s~oid that py ... coulc give "' m:.n & Job for ~741.60 " yew- the 
President stt.id , ''th!<t is absolutely wrong" ~;nd he kept repe~otin& 
thbt lind I s .. id, "of course it is. I sno•:ed this :Jtbteoent, r.hile 
I w1..s •·••it.lng outr.ide of your off ice, to Char lie Vest hnd when he 
suw the figure of ;:\741.60 he s~ooid ~h:.t th:.t ,•;~os crtt.zy. 11C!wrlie 
nes t suys thbt the trouble with tho stlit1Sticul orgunizlition in the 
Interiot• Lepur tmeut is that they ure cr ooked . " Then the Presidvnt 
,. .. id , very ~tngrily , •I do not know wm.t 1S the c;.tter with a .. rold 
Ickes . Why c~n ' t he .teep his mouth shut . L;.st week he att1..cked 
.. U~<ce no¥' he uttucks Hopkins . Y hy cun 't he mind his or.n business . 

[.e~>ve this st~oteoent here bec~<use Ickes is coming right i.n no" t.nd 
I •m goln;:: to show it to him' • Then I s1..id to the President, "the 
reo~on I showed this to you i~ bec~tuse in the fin&l nnulysis whom 
doe~ it 'vJrt - i t hurts you • I w~ts uwfully glt:.d thht I showed it 
to him and I did not know whether he ~oulc get angry &t ae or not -
but he didn ' t . 

I Gt.id , "bo\'i woulc you lilte to !\.Ave Todd !Juncrm sing the 
songs t r idt.y nignt fro:tt "Porgy ..nd ~s... ur.a he sui d , "why I have 
ne~ord them sung ~;nd the leuding role "~os done by Lt.••rence Tibbett'' . 
Then I sc.id , •• oh no La~>Tence Tibbet t sung one of the songs for you 
o" ;iurch 4th but the man who originute<! the role is Todd Duncan' 
~Ld he suid , 1 I woulc love to huvo him do the songs" . 

\ 
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Operator: 

!Dijr : 
Jesse 
Jones : 

!Dijr: 

J: 

!Dijr : 

J: 

!Dij r: 

J : 

!Dijr: 

J: 

!Dijr: 

J : 

IDIJr: 

J: 

IDijr: 

Jl 

Hlljr: 

J: 

\ 

llr. Jones 

Hello -

Bello -

Bello, Jesse? 

Yea 

Bow are you? 

Fine, how are you today·? 

Tuesday 
April 1.4. 1936. 

I hear you want to put Wayne Taylor on a couple of 
Boards of Directors? 

Well, what I ' ve got in sind there - we - you know 
we increased the capital or this Commodity" Credit? 

Yes, I read about it 1n the paper. 

And the Board is now constituted or Wallace, Secretary 
Wallace and Chester Davis and Ward Buckles and Oscar 
Johnston from Agriculture and Governor Wyers and Deputy 
Governor of Farm Credit - Governor Tyler and Ben 
Johnson and Stanley Reed over here. And I thought 
possibly we ' d put Jim Alley, our present General Counsel 
in Stanley Reed's place and I thought possibly I'd go 
on the Board and probably it'd be nice to have Wayne 
on it. 

Well, has the Treasury had anybody on it? 

Well, I don't suppose they have. 

No 

I just happened - to just 

Well , Jesse - Wayne is sitting here - I haven't asked 
him 

Yea 

But - this is - business and not personalities . 

I know it, but 
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HIIJr: 
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B!Jjr: 

Jl 

HIIJr: 

J: 

HlfJr: 

Jt 

Hlfjr: 

J : 

EDIJr: 

J: 

HIIJr: 

J : 

HlfJr: 

J: 

m!jr: 

J: 

HliJr: 

-2-

I- I ' d a little bit rather not have the Treasury 
people on any boards. 

All r ight 

Bow I - Just a minte, let me ask Wayne. Do you mild 
a minute? 

All right, all right. 

It ' s awfully hard to do it snap Judgment - I ' d like t o 
tell you why some time -

All right . 

But the boards we're on - all right. 

not have any more 

Pardon me? 

But, I - I 

You'd Just a little rather not have any more? 

I'd a little bit rather not have any more. I personally 
don't think that the Treasury should be on any boards. 

Yes, sir 

And that ' s what I said about the Federal Reserve. 

I was Just trying to keap 1t in the family was all. 

Well , I appreciate 1t and mind you there• s noth1ng that -
I ' m t hlnk1ng or the b1g thing 

Yes, I underst and. 

And it ' s Just the way I told Congress I didn ' t care 
about being on t he Federal Reserve 

Yea 

I'd like to be a 11ttle bit consi stent . 

All r ight - I think probably your positi on is r i ght , 
but I - I would l i ke i t and I wanted -

Well, I 

I ' m not urging it a t all but I t hink i~ I was in your 
position I would make the same dec1sion you•ve made . 
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llll .lr: 

J: 
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HIIJr: 
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J l 

Hllj r : 

J : 

HIIJr: 

J : 

llll jr: 

J : 
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It you see, it's a little bit like sitting on botb 
aides or the table. 

rhat 1 s right. 

And some time I say make a bum decision against .yselt. 
(Laughter) 

That's right . Well, I've been 

Was that the only thing, Jesse? 

That was the onl y t hing I bad at the moment, yes. 

But you need it before t our o• clock? 

Yes, we're going to have a meeting a t tour . 

Well, some time t his week I 1d like to sit down with you. 

A1l right, why don't you sake it the lunch hour? 

Well, t he troubl e with 

Well, any time at all you say. 

I'll call you, becaus e what I •ve been doing the last week 
and this week - I'm going home tor lunch. 

Oh, you are? That' s good . 

And s o I - I'm not - so it will have to be during 
the business day. 

That's quite all right - jus~ call me any time. 

All right, J esse. 

Goodbye . 
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April 15, 19311 

HU,Jr. hod wiun hlm in his offioe ~oday , discussing Gc~en 
coun~erva1ling du~1ea , Ur. Oliphant, Ur. Taylor, Ur. Gibbons and 
ur. Johnson from customs. llcReynolde was called i n to the con­
terence not long atter it started . There follows a trnnecript 
or the discussion which took place. 

Hli.Jr.: 
carefully end 
1t. 

I have rend Dr. V1ner ' o memorandum very, vory 
I take it that you people are prepared to d1souas 

Ur. Oliphant: What I have her e -- I think it i s the way 
to get a~ it and save time -- is ~ opinion on ~be legal question 
involved. 

(Ur. Llol"fentbau read aloud 1!r. Oliphant ' e statecent. Copy 
1s attached.) 

~.: On the amount ot the particular articles under d1s­
cueo10n;"Jiow cuob or it would coce under the currency manipula­
tion and bow much under the otnerl 

ur, Oliphant: You will come ~o that . 

(HU,Jr. rend further.) 

HH.Jr.: I mean whnt proportion 1a coming 1n under each of 
those two metnode? 

Ur. J ohnson: There isn' t any way to answer that queetion 
definitelY , ur. Secretary, but I can say with assurance to my­
eel! that the currency C1811ipulat1on 111 the more predominant 
aetbod or subsidizing the goode and that the tendency i s to 
confine ~he subsidization to bond procedure and currency manip­
ulation. 

HJ:!.d!:.: now let me a sk you t hU . 
r ougbli, are involved? 

How ~ articles, 

IW. Johnson: We have ten on the present list and we con­
t emplate expanding it. 

ffiM ,Jr.: Do you happen t o r emember them, trom memory? 

Ur. Johnoon: I have a list rignt here and they constitute 
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a very important factor 1n German trade: camerae, china table­
ware, cotton and rayon gloves and other gloves, surgical 1ns tru­
aents , glas s Ohriatmae tree ornaments , metal cover ed paper , 
thumb tacks , toys and toy figures. 

H!J,Jr.: In arriving at this , do you flle the record of 
comple.1nts? 

~. Johnson: we bavr complai nts from domestic canufacturer o. 
fe have inquiries or all sorts . A typical example i s the Wool­
worth man who arranges for all purohD.aee in Germany. Each year 
tor the past three years he bas come to t he Bureau of Customs 
1n the spring of the year. This yoar, I think, in February, 
and has begged ua to give him some assurance as to what the 
eituati on 1e going to be i n t he comi ng year befor e t hey entered 
into their commitment&. sever al mill i ons of marks are to bo 
invol ved 1n purchases of thet company &lone . He had to go t h1o 
lear f or the t hird t1me and enter into hi e contracts without 
mow1n6 what he was facing. 

HM.Jr. : For instance, do you have a letter from a glove 
manufacturer or our own manufacturer e conplain1ng agai nst t b1e 
kind of compet1tion7 

Ur. J onnoon: Oh, yes, e1r. 
w1t h the horseshoe case . 

You ere familiar, L!r . Gibbons 

Ur. Gibbons : We have one case up i .n uassechusetts wher e 
a fellow went over and bought a lot of leather. congreeaman 
UcCormack, Urs. Roger s and two or three other s saw me about it . 

Hti , J r: Do we have !llai'\,V 11lte t hat ? 

Ur. J ohnson: The hor seshoe case l8 a very vooiteroua one . 

HJ.t ,Jr . : Do t his for me. Go through your f1les and take 
actual names of the manufacturera and divide the t hi ng 1nto 
these d~ferent kindo of cla sses it falls under. 

Ur. Oliphant: You mean by commodities? 

Hll,Jr.: No. Wn1ch would be better . Also the name of 
t he association or wnetaer it is a parti cular canufaoturer or 
hor seshoes . Juet t wo lines : the XYZ Koroeshoe Coap&ny com­
plains t hat the ducping of German horeeaboea 1n the American 
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aarke~ has hurt the1r sales ~o auch and such an ex~en~ due 
t.o either ~e Germane being able to eell these ~hlnge a~ so 
auch leas or due ~o thc1r using Oerco.n acri p currency. 

Ur. J ohnson: It would be very difficult and would not 
give a fair pi cture . 

!!1.1 . Jr . : Let 1 s go a t it o.no~her WOJ. How 
cases do you have? Take the ten commodities . 
me an i dea who are the complainants? 

many d1fterm ~ 
Can you gtve 

Ur. J ohnson : We did not determine t hose commodities on 
the basi o of cocplaints. They are baaed on evidence. 

Klt ,Jr.: WMt I a111 trying t o ge t at is this: if we do 
tnis thing, who can we say brougbt it to our at~ention? 

Ur. Johnson: Our appra1aine; offlcero are ~e particular 
ones under the l&w who are r equired to br ingit t o us plus the 
Treasury asents in Germany . You want t o know who 1n t.he public 
ia requiring this act.1on? 

H!.LJr .: Right.! 

Ur. Oibbono : Get it. trom t he appraisere 1n N~w York. 

HU,Jr.: Is the horseshoe 1:18nufacturer -- ie t he manu­
f actur er of Chriet.mo.e troe decoraticno -- are t.here any par­
ticular people or any particular Cone;roaomen, like Congressman 
UoCormnok -- I want. t o see who will come to our support. 

t~. Johnson: or course, it' a quite a difficult task. 

Hlt. Jr. : Tlll!re must be a file on this t.htng. 

Ur. Johnson: Oh, yea. 

W!,Jr.: How many horseshoe cases have you? 

Ur. J ohnson: We have the horseshoe 1ndust.ry of the Un1t.ed 
St ates. 

HlLJr.: Hw. lllti!IY ot.ncrs? 

).lr. J ohnson : The paper tndus~ry. 
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HM ,Jr. : How many other o? If you are going ~o do t hi s 
thing, I know who will Jump on us , but ~ho is going to come 
to our support? If t her e is n row in Congress , who is go­
ing to come to our eu~port? 

ur. Jonnson: Congress passed the law. 
to co~e to our support. 

They will have 

HU,Jr.: It haa no bearing on what the decision is , but 
if decision i s mnde I want to know who i s for it and wno ie 
puchlng it . 

ur. Gibbons : I will get it. 

!lll,Jr . : Now let ma get this . Herman, you have to 
help me . You have t aken a purelY lega l standpoint which 
you think is the correct one7 Tnic i s a legal opinion? 

ur. Ol1ph!mt: Tllere i s notcing else anyone can cmlte. 
The facts are admitted. 

Hli , Jr. : You once said to me t hA t we can only refer 
a l egal question to the Attorney General if there 18 any 
doubt . 

ur . Oliohent. Tnat ' s t rue . That ' s our general prac­
tice. In t h1o caee 1t 1s coupled with the further fact 
that the whole administr ative mach1ne ,adminietering tho 
Tariff Act , i8 built up on the practice that wher e conetruc­
t i on of ~he Tariff Act is involved the Treasury construes 
t he tariff . Now, the errect or that, or course, has been 
that these questi on a are disposed of in the Treasury . And 
tney have not eet up 1n Justice any =acntnery tor hearing 
all tne people who would want to bo hecrd if they would 
first. see us . 

ID!
1
Jr.: No, but I still say, inc special case like 

thiS. 

ur . Oli phant: We discussed that angle with Ur. UcRey­
nolde -- t he £dC1n1atrative aspects or the case in tbe t erms 
o f the general Government set-up . 

(~~.Jr. ~elephoncd tor UcReynolds.) 

WJ,Jr.: Wh i le we are waiting, how a oout Viner' s sug-
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gec~ion t hat he said or cade to me - - at least ! paid no 
a~tonUon to it , i .n connection wi~ll t he invoice . 

Ur . Oliphant: I t ' s a little more complicated than 
Viner anticipated. 

HU,J r .: I s t hat being studied? 

Ur. Oliphant: YO$, we are working on that now . 

154 

~r. Johnson: The final f orm of the invoi ce document 
will depend somewhat upon the action ta~cn her e . 

"l~ .Jr . : :.:S.c, we are talking about count ervailing duti es 
on Ger~ny and I have ra i sed the point , is t her e anyone we 
coul d possiblY refer t~1s opinion to because t he State De­
pArtment i s on record t hat we don ' t need to 1~ose countor­
va1l 1ng duties? Ur. Ol i phant eaid he tal ked t o you about it . 

ur. !.!cReynolds: He d1acuned the queet!on of referring 
1t to the Attorney General . The precedent f or that would 
be , no tar as I know and ae t ar ae Ur. Oli phant knows - - the 
Traf&ury bas undertaken t o make i ts own deci sions i n t he ad­
m1nictrnt i on of t nose tariff problems . I see it broken down. 
It we con get by with it, t aking cnrc of our own stuff r ather 
thnn shifting it over to Jus tice , I t n1nk we ought t o do 1t . 
Of course , t ber 6 i s nothing bll81oall.Y wrong. if we submit 1t 
ther e . But lf you start i t you will be beaded toward having 
them t ake oare of all of our oases , Just as they do in com­
promise oases . 

HU .Jr. : Tni s ia not a ontter of Governmental procedure 
1f you want to follow rignt down t he middle of the road. 
I t hi nk t n1s 1e distinctlY an excepti onal catter. As a 
matter of tact, after t alkl ns t h ie t hLDS over with Hull 
it seems to me 1t you ~e going to g&t ooverncental on theee 
t hings , the Tariff comaisa i on enould make tne decision and 
we ae t heir agent oarry i • out . 

Ur . Oliphant: That ts not the law. 

HU.Jr.: I know 1t i sn ' t, but 1f we start rroa sor atoh 
they have the machiner y over there and they are a J udi cial 
body and so 1f we start with no law at all these t hings 
ohould be put up t o t hem, IVhO are a Jud1o1al body ; t hey 
hear them and they would a~viee us what t o do and we carry 
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t.nem out. . But tnat. decie i on can ' t be made tojsy , 

Let. ' ~ go at it !rom a differ ent nngle , Uac . What ­
ever I do i n tne case, the Preei dent. wants t o be consult ed. 
I nave to show hi m t hi s memor andum from Hull. He wil l esy , 
The final decis i on i s youro , but I want to t al k to you about 
it . He, the President of the Unit ed stat es, wants t o r efer 
this matter t o J ustice , not t o see al l t he peopl e but j uo t 
ao a straight l egal question. There are par ticular circum­
stances connected with t hi s thing and the President e~id , I 
would li ~e to have the Attorney OenPral advis e me so I , the 
President , can esy _, tile Secretary or tllc Treasury, You nre 
my nppo1ntoe and you have conoulted me about this , I want ·ou 
t.D do tnis tning. 

Ur. ~cReynolde : ~ Judgment on that would be tnere 
would be no dacage done from cur ~roce~ural standpoint 1f 
the Pres i dent asked the Attorney General ror hie opini on. 

J.:r . 011:>hrult : 
discre t ionary power 
hao no authority at 

Is t~t clear in connection with non-
or the SecretArY? You see , the President 
all to pase on thi s under the Statute . 

Hl! ,Jr .: no . But l et ' s say I have some doubts about 
tnie thtng. Let ' s refer to the Si lver Act. I have some 
doubts as to J ust what that sentence means •tn the publi c 
inter est.• What doee that eentence mean? I go t o the 
?resident of the United Stetee . I say, You appoi nted me. 
I i nterpret 1t that it means that I onould buY no more 
o1lver and I nave been eo advised by me counsel and I can 
int erpret it tnat wsy. Hert> 1& a mandate of Congress 
~nicn orders and di r eta tnat I buy s ilver unti l one or 
two things happen , but ther e is a clause 1 1n tno public 
i nterest. • Uy counsel advisee me that i n t ne ?Ubllc i n­
t erest I snould not buY ~ny more oilver. ~. Presi dent , 
i t 1s very iclportant and I have come to you. I feel t hat 
I nave tn1s risn• and I am acting under o mandate or Congress 
wnl ch gave ce t ni s order. The ?rea1dent said, Your counsel 
advlaed you. Welt, I disagree with you. I t nink you 
ehould and I am going to ask tnc Attor ney Gener al . 

Anot her Bureau nns r a i sed aome queetlon. Suppose 
t ne Pr se1dent said, No, Henry ; I don 't t nink t nis int er­
pret ation 1s right. I eny I think it i s end I want t o 
do it, but t ne ?resldont oaye t o me , No, you should not 
and I don 't think you nre bei ng advi sed properllf. I wan t 
t o do i t, Ur. Presi dent, and i f I can 't do i t , I we~t t o 
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reetgn . Well, ~he Preaiden~ haye, let me esk the Attorney 
Gener al if you are rlgAt and if ~e eaye your legal opinion 
ie wrong end you want to do i~ end if you can't you went to 
resign , you will have to reoi~· Is t~~ s~raignt ~h1nking7 

t~ . Ollnnant: Yes . 

HU .Jr.: Are "be cases compar able? 

L!r. Oliphe.n ~: Yea . 

Htl,Jr.: I want to do "lie t'lil18 tllat 18 legally rlgb~ 
and etni callY honest. 

~. Oliphnnt: I wou11 reel differently if I nad any 
legal doubt s. 

w..: ,Jr. : Herman, your legal opinion has always been 
rient. It has never bc~n queetioned. Wnen we wer e in 
Farm credit; the wnol e gold bue Lneea -- we have sailed 
along beautifully, so i~ i e not questioning my Gener al 
Counsel because I have entire confidence 1n my General 
Counsel and I am per"cctJ.,:• 1"!.11! r·£ to follow m:1 Gener al 
counael ' t ad,·ice on thi o matter. 

L!r . Oliphant : I appreciate your saying all of that . 

~.: This is tor t he record . I have never once 
queatroned the legal opinion or my General couneel. 

Llr. Oliphant: It i s ver y gener ous or you to t ake t hi e 
occo.oion ~o say that , bu~ QY at a t occnt was no~ directed l n 
that direction. If we had a queotlon on "be interpretation 
of c Statute about which I could adv1ae you, whi ch wae doubt­
~·~1 , then what I e.c seelti ns to do, the tbir.g I had ln mi nd 
in connection wlth this thins is , it ough~ to be ~~dled 
in an ord.i nnry, routine oanner. I! they had a case here 
where I could advise you and t here was a que~t1on o f le&&l 
doubt , then it would be a perfectly proper ~hlng . 

H!! ,Jr.: 1 feel we aro tollowtng a perfectly proper 
t n1ng. Th1e 1e a very impor~ant case. I go to the Preo­
ident or the United States and say , ur. ?resident , I want 
to do t his. The Sta te Dep~rtmen~ sayo I should not. Thero 
1e a diff er ence or opini on between two Cabtnet officers ln· 
volved in tb1s case . I would like t o do this . But I th1n~ 
t hat bcfQr e taking a position whi ch is contrary , I think I 
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ought to lay th1a in your hands . Then the President 
turns to me 1111•1 oe,ys , On th1& quost.1on I would l i ke to 
have t he Tro~sury pooition checked by t he Att orney General 
who 1s my (the Praa1dont speaking) ~ lawyer, my oounoel. 
or agai n , Very oorry, ur. PreoiOent, I reel very s t rongly 
that ! have to do t hla and if I can 't do 1t, I have to 
r esi gn . Ur. Ollpna."lt &nd I feel ver :; ntr ongly that we 
snould go on t his t~lng or bot h ree1En . 

Ur. Oliphant: Yes . Your very serious oath i s i nvolved. 

HU,Jr.: On stabilization I hnve never t hreatened t o 
r esi gn . I ei t ner resign or I don ' t . But you remember 
the other case where they had our backs against the wall 
and t he Attorney Gener~l was 1n and we fought like hell. 

ur. Johnoon : The Secretary i Y advancing the question 
ot pollc:; . I don ' t see how you are goir~ to tho Attorney 
General wltnout comeone disagreeing with ~- Oli phant . 

!!cReynolde : I don ' t tl:1nk the Secretsr,:; of the 
Treasury should go to the Attorney Gener a l , but should 
go to the Presi dent because there is the question of d1s­
a&reement with tho Secretary of State . 

Ur . Ol1phnnt : I would ratner hnve the Attorney General ' s 
O. K. on t his , eGa human proposition, i f I d1eaasoc1atod 
~·self from o!f1c1al obl i gation, t~n take sole reeponalbi lity 
tor t he decieion , but 1f it is truo - - I heven 1 t tnougbt t hi s 
t n1ng through -- I would say t hat disagreement between t he 
two Departments is not a disagroeQont on ques•1on ot l aw 
involved. In ettect, the Secretary or State says tn1a 1& 
a very unwise law and ought to be chnnged. 

(The Secretary r ead a1oud t he le~ter troo Secretory Hull. ) 

Hll . Jr . : If ho 1s not i nterpl·et lng tne law, t hen what 18 
he doi ng? 

Ur. T931or : He 1s ra1s1ng ques t ions wnich bother ed the 
Col!l!ll1ttee . 

~J .Jr. : He i a rais~ ~no question as to wnetner this 1& 
general currency deprecia tion or special and he is i nter ­
preting t his lew. 

ur . Olioh~nt: Everyoody adml ta i t is not gener al currency 
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depreci ation. :::verybod,y admit.a t.IUlt Genaan,y cUd not. 
devalue the mark as we d1d with the dollar. 
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Ur. J ohnson: His poi nt i e thie : that (l) uniform 
genera l curr ency depreciati on has never been held t o be in 
the soope or Section 303; (2) we have here not a sener~l 
or unltoDm dopreciat!onl but a speci al type or depr eclat1on 
and, followi ng that, (3 Juot a claim or urging that we 
applY the cons i derations which have heretofor e boen applied 
to un1torm depreciation t o what he tome special case of 
depreciation. That ' s answered 1n cr. Oliphant ' s memorandum. 

Ur . Oliohant: The question the Secretary i s asking i a, 
Does t he Secretary o~ State rqlse a question or law bere on 
w lch we can hang the position tnst the Oeoartments arc d1s­
a~reed and whi ch the President wants to rerer to the Attorney 
General. 

W!.Jr. : What are Sccrct·~y Hull ' s ooJections baeed on? 
Tnat ' o the point. 

~~ . Oliohant : These are hie obJections : ' However, I 
am in agreement with the view presented in the subcomnlttee ' e 
report that ther e is oonaiderable doubt whether currency manip­
ulations r~ll within t ho manning or the term ' bounty or grant• 
as used in Secti on 303, and whether they may not more appro­
pr1~t~lY bo regarded as a special t orn or currency depreolntion .• 
I think you can hans it on that . 

l~. Jonnson: I agree w1 th Llr . Ollpnant. 

HU, J r .: I don't th i nk there i e nny question about it. 
It Ur. Oliphant is satisfied -- I have given J ou botn t1~e; 
tn~t is not your snap judgment - - I don ' t think there 1a much 
-:•teation. :..et. •s ess t he Pre81dent sai d , O. K., go &bead and 
do t.hie t hing, and then we have a wnole sroup and ur. Hull ' s 
memorsndw:t cocee up o.nd, !.ly God! her e it has ce doing tnu 
thing ln the race or a very , very aerong cecorandum trom 
Ur. Hull that ~e wer e on t he eve ot having a new treaty wtth 
~rmany ! wnere does it leavo me7 It you t ake tnie t n1ng 
oold -- Hearst wouldn 't be i nterested in t his, but take tho 
Balti more Sun, t he J ournal of Commerce -- right on tne eve 
ot the treaty and t~rgenthau s t eps 1n because he i s preJ udiced 
aga1not Germany and in the !aoe ot w11at ur. Hull sa.ye bo J amo 
t nio tn1ng t hrough! 
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Ur. Glbbono : You have •o be super-careful. 

HU.Jr. : Here he oays practicallY , we ar e 
of a treaty wl•n Goraany . Just on the eve ! 
you nre satisfied t hat thar e 1s no question of 
tation of the law involved? 

on tile eve 
Now, Herman, 
1.nterpre-

ur . Oli ohnnt: I am perfectlY clear on tile law. Every 
lawyer 1n my snop ie too. Now, I tll i nk, second, that you 
can read that letter and say the State Department t akes 
another view on the question of law. 

H!.I.Jr. : All right . Now t he thins tor me to do 10 
tn1s. Say, Look here . I have this thins. We think 
you are wrong and we tll1nk we are right. Do you think 
we can set toget her? I don 't think there is one cnence 
1n five of getting togetner, do you? Let me mark it 
out thls way . I am goi ng to take the stt1tude that I 
am going to do tnic on tho recommendation of cy General 
Counsel. 

(HU,Jr . dictated the draft of his letter to tile 
President as follows : 

Uy dear ~- President : 
On tno recommendation of Ur. Oliphant, 

Gener~l Counsel of the ~recoury Dep~r•ment , 
I feel called upon to invoke Section 303 
(etc. , the legal language) . 

I am attcchlng heret o a copy end 
sumnary of ur. Olipnent ' s opinion , which ie 
tne basis t or ~ action. 

However, before t aking tnia action I 
feel lt is ~ duty to bring t o your at ten­
tion Ur. Hull's letter of April 2, in wnich 
he raioee t he foll~~lng l egal question as t o 
wnetner tnls action ts to be taken.: (to be 
quoted). 

on account of Secret6ry Hull raisins 
the quest ion, tt seecs only proper that I 
lay tote cat• er oefore you for your advice 
and counoel. 

You work on this , HeTQSD, and let'& have ~.other oeet lng 
and take a look at it. Let ' s go ~ound toe table. 

l!r . T&lor: All r 1gllt. 
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!.ir, Gibbons : Abeol ut.el,y . 

Ur. Johnson : I nave my reaorvat i one . 

!iU, Jr. : As t.o wnat.? 

Ur . Johnson: If tnie goes to tne Att.orney General, 
I wan£ eo~e assurance ••. • 
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!,r , oupna.nt.: On, I meant to br ing 11P that t1me ele­
ment. . He has 1n mi nd a csoe t.llat went to tne Attorney 
General wnlcll meant not onl,y oonstr•Act.ion of tne t ariff 
Act , but al&o doubt. , ~ that has bean before the Att.orney 
~ne''l'l t or twelve years, Have you an,y other reservat i on. 

Ur. Johnson: I e till want to urge that. t.b.et. be more 
epecth c . 

Llr , Olt?nant : !lo you want to talk a::oout legal ceritet 

ffil,Jr. : If I st.~t in to annlyze every one of your 
le ;~1 opinions ... 

Ll!:.· 011pno.nt : Not every one. 

!iU ,Jr. : I s tale sometning tnat you f ami liarized 
yourself with? 

Ur. Oliphant.: Intlcat.ely, pers?nallY , and am absolutelY 
eatlatted. 

~~ .Jr. : 7h1s 1s not oo~etnlng tllat on~ or your brigbt 
young cen .. .. 

!.!r. Oliphant : :<o. 
lone; t.tmo. 

Everyoody n.as worked on it tor a 

ijll.Jr .: I f I want an eoonom1at, I ge t Jacob Viner and 
l f I want toe legal end, I nave Heroan Ollpnant. Uac, are 
you eo.t1e1'1ei1? 

t.1r . t!oReynol de : Entirely eatisfled, w1tnout • any reser­
vation. I tlllnk tll1B t o t.lle way to do it . 

oOo- oOo 
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TREASURY DEPARTMENT 

I NTDI 0""C& COMWUNICAT\ON 

...... 

To Seoreh.zy Vorgaatllau , 

Atter a caretul rert .. ot tu __,raa4a a44:r.aaad to ;roll boT 

Aaelet u t Seo:r.tezy Tqlor aa4 Jlr, V1Der, aa4 upoa reocu14aret1aa 

.. tu aatlre .. ttor, I t1D4 D.Ot.IUII& to warreat alhrill& rq op1a1oa 

tllat tM ~ requlrea the applioatloa ot aoaatanai! lq 4ut1ea ua4ar 

Seotioa ~ ot the 'l'arU't Act ot 19:!0 ~ eartala Cex.u ~. u 

ooat-lah4 by tM 4fttt ot a 'l'reultlT Daohioa reeaatl7 approftt boT 

•• aa4 tllat 1 t ia the -...4atozy 4ut;r ot the SaoretiU7' ot tlla Tft&a11Z7' 

Tba tacta are aot 1a 41aputa aa4 the etatuta ie aamttt~ .aa4a-

taeta 1D tile ..... l>etore ll1JI h 4etaliii1Joo4, M ua 110 diae:Ntto.. 'ftot 

oal7 qlleati oa opu tor 41eouae1oa 1e tlla ueual l epl ou or etatuto17 

ooaatructioJI, tllat ia, t he tach l>e1118 adadth4, what 1a t ile ~ u 

t1xa4 b:r tlla etahtat 

Oex.u axporta to tlla Oi1Ua4 Statu ot particular -.uuu 

4ut1abla t.m4ar the 'l'aritt Aot ot l9SO are belli& a14a4 by •-rou "-

noaa whlcll tall 1ato tlla toU..U. u-at 
(l) ~t ot 41reft cull boaati .. boT a­

!Muetrial u-latiou. 

( 2) Sorip aa4 bolld prooa4wreao 

lSl 
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It 1a 11Y op1D10tl that tho atatuto r.quirin& tho iapoai Uolr. of 

ooWitorra1l1D.& dutioo appl1oa to all thr.o of tho tor.so111& ole ... a . 

'!"hoM 1a the State Depar-t oono1dor1Jig tho ,..ttor &Dd your 

o4'f1Mra 1a thoo !.-.awry Doparlllat an ._d that ~toot t.ba 

t1rot olaoa would N C!ui N tho l.lq>oe1Uoa of ooWltorra1l1q dut1w. '!'be 

State Departmut .bao tru11111ttld to uo tho fo!lllal de1al of t ho Goa&ll 

GoTol'lllloAt that ouoh cull boWltleo are hoiq pa.id troa a opoo1t1e4 tWid 

but tho Tr.u...,. baa o'fidonco that auch bountioo aro ho1q paid 1a oo ... 

llMUoa n til. _. -u Uoo trca that or other tuKa. 

Kr. Viller oout"""a t ho l • ~ -.ppl7 ~ tlloo aoo .. olua -nt.1oal4 

a bon. 0. th.ia, Mr. Tqlor' a . _,......._ upr.••• ao op1a1oa. 

Kr. Viner &Dd Mr. Tqlor - that tho atatuto ohould be ., oo.,. 

atl'\114 e o 110t ~ -.nl7 tho third olua Mnt1oll84 abo,... 

~art trca ai110r ohe:DC•• 1• the reha M t out 1a a, the 'l'rMOIIZ7 

deo1a1oa wh.iu I han 1a1t1all4 tor .1aouaaco could, u a -tter of •• 

r.at oat1N17 190• bounty ~h &114 tho acnp ud- p..,.,..ur.a nu.­

out r.toroaoo ~ ournDq ~pulaUoaa, but I bold al., that tlloo law 

applic.ablo to tho curroaoJ MJ~ipulatlollO re'luiroo the 1uuaaoo of th.io 

. rr ... VJ' dooh1oa eJI4 ...a th.io boldiq tor the futur. &uiduoo of t a. 

Bu.rMu of Cuota.a ia r.o-llllill& UM-nt of oo,..tonailill& 4utloo 

Ulldor th.i o ~ deo1a1oa. 

Tho _,.. tor tho 4.oo1oioa that ta. .W.tuto 1a quaot1oa epplioa 

to tho OllrroJl"7 ~pulaUou oea ho atatld 11r1otl7, but ON atatld 

wit bout ..,. purpo• of OODotru.illl ta. ate tuto hoJODd tho po1at 

\ 
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uooeMZJ tot- the I'll \lin p14uoo ot tho 8111'aau ill 4oal1J18 with tt• .. 

IIIIJI1pulatiou. Othn praouo .. ~ dualop , ud, u t h.,- 4o, the ln 

~q~~~llcablt to th• w1U hue to be o:amdu4 oa tho bulo ot the tach 

wllloh th.,- pr .. .,.t. 

Ill tho rtnt plaoo, t o rtotuh i a qu .. uoa 1a lhelt u oleu u 

0117 le;~lolattoo. or ola1lar eoopo could be. Ia toot, tto 1~ 41 ... 
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prooou ot porteoUoo. ot l0J1811e;!O end 8D.larg-nt ot ooopo ill tho oor1oo 

ot tarltt log1elot1oa. 

lA tho eocoa4 plau, to oontrolllq 4eo1o1ou or tho SQP..-

'lbot 1 t •OJ•, Tbot t hio to true appearo troa tho tollowtag quotaUou 

rr- oDe or tho 1 .. ung ouoo oil the oubJoot• 

\ 

Tbo oto.tuh no a44raau4 to o. ooa41 t1on and ito 
wor4o ..,., be oo1lli 4orol u 1nttn4od to datlao "• 
an« all or t- - •sr.,t• u woU u "boUDtT" -
..,., be &1ftll ortect. It tho word "boWW\1'" hu a 
11a1to4 ,.,... tho wor4 •gr.,t• baa oot. J. - ot 
Voellor oipWo.,.. t h., •va;t• ooal4 .Ot"'"'iift­
rm uaL LU:a tto e;;o_ li,;'i'&i\4-o&iat..-, 
rr-;,;p;:;a .. , a coD4- 10ll, the colltorrillg ot •­
thlDC b7 o.,. porooll upoll u other . J.a4 

..... tblo(' be oolltorro4 !!.1. ~~~~; ·r~r:~~~~ 
porto.t1on ot-a5r article Cl1f ~ 
ft!iis 4uTj,!! r.®Gei liT 
lit haTO the tact of opirlh (tho o-att,. upoll 'lb1oh 
cOillltona111DC btto• be4 beall Uo,pooo4) able to be 
8014 obMpor u tho tlllito4 Statoo th., 1a tho plooo 
ot their pro4uot1o-. aa4 \hlo 

... u. a. a&). 

·---·"'= :.." 

(~rl1DlA&O aa4 porollthot1ool 
pllraoo Mlo4), 
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Tho a taDAar«a tor ooutnia& the ato.tuto en out ill the a'bo9e 

~at1oua dhpo .. ot tlto ar~nt t het tho l aw connbg tu 4So­

arilll.Aatorz Ounelloll)' Mllipolniou baro WOller oou14oro11oa la t o bo 

dah1'111Ae4 b)' wllat law al.ght goTern auoa ar11111c Wl4n Ullitoe 4ep~ 

elation ot a ootmtr)''a a ura...,.. !b.o raatw 41rtoronaoa bot-• t ho 

, .. altuotlou are •~bat&At1a1. 

!ha aotllla ot tho OorMI1 OOTal'IIMnt ill bloaldJag fWI4a hold 1a 

Oo~ tor toroiga account &114 raatr1at1ag tho 41apoe1t1on aa4 uao ot 

aiKih tu4o b)' their toroip onara hu broupt about re411Ce4 _. 

n luea tor aarl<a bald h auah aaaowna. 'l'he Ul'D aro puroha.M4 at 

"••• roduae4 Teluoa by .AIIar1cm iaoporhra ot Oo7:MI1 aooda. Tho Gorman 

OoT...-nt t haD, U & 87:&0\ Of priTia&e Or 0011000alOD \0 a f eTOre4 

Oora&ll alq)Orin, pel21il hla to roaoho o apaa1t1e4 -' of tllo ooD­

trolle4 arka ill full or pari paymont tor cortaln klllda of pr1Tllace4 

aooda Olq)Orie4 t o tho 11111 te4 sta too. Ia tllo ll07:0 uaual cue, ..Ua oaJ.r 

pari p-nt in aoatrollo4 arb 1a pomttt.a. tho bohnoo of tho prlco 

IIUat bo po.ld 1n •rroo• arka coaUag t ho .AIIarican !.JI&>Ortor a prioo 

Muure4 br tho Taluo ot the gold - · When tho aontrollod ll&l'ko oro 

ro1ouo4 to tbo OorMA 0>q10rier, thoir Taluo 11 roatore4 - aD4 by _. 

aot of tho Oo:nzl&ll OoTOr...,.nt reetore4 - to tho Taluo of ...,rka 1D troo 

oiroulaUoa 1ll Ooma117• !Ilia latter Taluo can bo •aaurod for our 

purJ'O•• oaJ.r 1>1 t ho prieo or •rroo• a.rl<a 1D llll1te4 atatoa ovro,.q. 

'l'hat prioo 1a t he Talua of tho gold aarJt. tho Talua that 11 rogularl)' 

paid by AMr1C&I1 ~rtora 'lllO roqu1.ro aubatantlol qll&AtU1aa or •t....­

azb to n-• tuir po.ra"- ot OorMA &ooda• 

' 
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Tha Geraan "'Qllrter wbo is paid in COIItrolled aarlts tor 

exports tro. Gel'SMT to tbe Ullited States Nice!"'" • tberetore, 

a benefit aeaaured by tlw dittareace betueo tbt priceo paid 

b)' Aaerican 1oportera tor tba perticular eyp. ot controlled 

mara involved and tbe •tree• mark. The coat or thie ditterence 

does not tall upon the .&aer1C8ll i.mporter. Tba value or tbe dit­

rere~~ce is granted to U.. Ge,...... exporter b)' acta or the Ge.,.., 

Govenment on, or b)' 'f1rtua ot, the exportation ot the gooda. 

Thus, in teras or tlw Court•. language ell'8a<IT quoted, the ax­

porter is tbareb)' enabled to oell his goode. aore cbeapl;r in the 

United States in competi tion with our domestic goods. 

That tbere ~ also r asult a benefit (bount;r or gront) to 

the ~er1can 1.8porter 1a beaide the point. llo bount;:r or grant 

O&D aebieTe 1 ta purpoM wi tbout eoae benet! t in tbe tozw ot lower 

prices to purebaaore ot tbe aubeidised goode; and e. direct IIOD87 

p&¥Sent by a toro1gn Govnnment to an Alterican iaporter could be 

auoh en indirect bount:r on tba expc>;o:tation or goods trcm tbe 

foreign ccuntrT u to tall within tbe statute. 

lGS 

~~--~-------_j 
\ 
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April 15, 19.)6 . 

IO:JIORANDUII OF COIIVERSATION WITH THE CANADI~ CHARGE D' AFr'AIRES . 

The Canadian Charge d' Affaires handed me this afternoon 

the accompanying memorandum containin6 the substance of the 

repl i es of the Canadian distillers to the proposals for a con­

ference submi tted t o the Canadian Government i n our memorandum 

ot April lOth. Ill' . Wr ong pointed out t hat in substance t he 

companies had agreed to accept t hese pr oposals . At t he same 

time they make certain observations , which Kr . Wrong does not 

believe of any material i mportance . 

I pointed out that in paragruph (c), page 2, there was 

some danger in the words •after the conclus ion of the confer­

ence•, since it seemed to give approval to the idea t hat the 

conference could break up without definite conclus{ons being 

reached. After some fUrther conversation Ur . Wr ong agreed to 

oalt the words "after the conclusi on of the conf erence•, and 

said t hat in sending over t he me~orandum t o the Treasury he 

would authorize us to omit the phr ase . 

Ylilllam Phillips . 

(Delivered to Kr . Graves by !.!r. Hickerson, Ylednesday afternoon, 
April 15, at 4 o ' clock. ) 
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-COPY- (Handed to ~r . l r ong by Onder 
Secretary William Phillips, 
April 10 , 1936 . ) 

LW.ORAN!liD! 

(l) The Canadian di stillers will give commitments not to in­

crease their exports of whiskey t o the United States over the 

present volume during t he period which is to be set aside f or 

negot i at ing settlements; some allowance may be made for normal 

increase in business . 
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(2) The Canadian distil lers will give commitments not to dis­

pose of t heir stocks of American type whiskey elsewhere . 

(3) The individual companies will give commitments to •sit 

down with Treasury officials and discuss t he nature and•quantum 

of the claims alleged t o exist with a view t o reaching some 

solution• , This proposal i s understood to mean (a) reaching 

an amicable settlement out of court, or f ailing this , (b) dis­

cussing terms , conditions and practical measures in r espect to 

the companies • submitting to the Jurisdiction of the American 

courts and protecting the United St ates against losses on Judg­

ments which mi ght be obtained . Offici als of the Depar tment of 

Justice will t ake part i n the conversat ions . 

--------------------
Subject to the above mentioned conditions, the Treasury 

Department will agree t o a delay not exceeding one month (dating 

from April 13) in the pending l egislation, during which the 

f ollowing steps will be taken with a view t o obviating the 

necessity for the legislation if pos~ible . 
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(1) The Treasury and the Department or Justice, acting 

Jointly, will r eceive representat i ves ot the Canadian companies 

individually and undertake to arrive at a satisfactory settle­

ment or the United States Government ' s claims against them, 

subject to the condition that the two Department s will state 

the amount, as at present ca!culated, of the Government ' s 

against each company but will not be required either to dis­

close the particulars of the claim or t o discuss the facts or 

laws supporting it . 

(2) In the event or the failure of the parties to agree 

on a settlement, they will undertake to make an arrangeaent 

which will bind the companies to submit to the jurisdiction 

of the United States courts so that the claims may be liti­

gated on their merits , and to provide satisfactory security 

for the payment of any judgments which may be rendered in 

favor of the United States Government . 

(J) The Canadian co.,panies are to be informed that 81'\Y 

persons designated to represent them in conferences with the 

two Departments aust be fully empowered then and there to bind 

thei r principals with respect to the points covered above. 

(4) If the negotiations with the companies carried on 

in accordance with the foregoing should be fruitless as to 

any one of the following companies , namely : 

Distill ers Corporation - Seagrams; 
Hiram Walker - Gooderharn and Wor t s ; 
Consolidated Distil lers; and 
United Di stillers, 

the Treasury Department end t'te Department of, Justice will be 

free to proceed with the proposed legislation . 
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MEilORANDOit 

Representatives of Distillers • Corporation-Seagrams, 

Biram Walker- Gooderham and Worts , and Consolidated Distillers, 

have severally agreed to accept the proposals for conference 

along the lines indicated in the lt~morandum of April lOth, 

1936. Word has not yet been received from Onited Distillers. 

The agreement is subject, however, to the following observa­

tions : 

(a) In all instances the companies desire to make it 

clear that they do not admit any liability on the merits. 

They are, however, prepared to attempt to work out a reason­

able solution of the problem in a manner satisfactory to all 

concerned . 

(b) There seems to be some possibility of a misunderstand­

ing of the obligation~ involved 1n par~graph (3) of the first 

page of the Memorandum and in paragraph (2) of the second page. 

It is assumed that the words •undertake to make" in the l~tter 

paragr aph are to be construed as meaning "discuss• and that 

the words "and to provide" are to be construed as meaning 

"which will provide• , so that the paragraph will be interpreted 

in the light of the provisions of paragraph (J)(b) on the first 

page . In other words , t he true intentior. of the Memorandum 

is that the parties will first oake an effort to reach an ami­

cable settlement out of Court, and, in the event of failure , 

will discuss conditions and practical measures in r espect to 
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(" jurisdiction and the protection or the Uni ted btates against 

losses on judgments which might be obtained; but that , in 

the event of f ailure to reach an agreement, neither the com­

panies nor the Treasury are to be bound , The matter would 

then be governed by the provisions of par•graph (4) on the 

trird page . 
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(c) With regard to paragraph (J) on the second page, it 

must be remembered that the companies are public companies 

and that it would be legally necessary for counsel acting for 

them to obtain confirmation of their actions by means of 

specific approvals required by the company laws 1n force in 

Canada . In view of the facts , it is hoped that there will be 

no objection to including a qualification "unless disapproved 

by the principals within one week after the conclusion of the 

confer ence• . 

(d) With regard to provisions of the paragraph (1) of the 

second page, it is assumed that the stipulation that the 

Treasury Department and the Department of Justice will not be 

required either t o disclose the particulars of the claim or 

to discuss the facts or laws supporting it, will not preclude 

the fUrnishing of sufficient inrormation to enable the making 

of an effort t o arrive at a satisfactory settlement . The 

force of the position of the Treasury and Justice Departments 

is fUlly realized , but it will also be apparent that a company 

sincerely convinced that no ground exists for a claim against 

it •~uld not be warranted in proposing settlement unless a~me 

indication of ground is given . It i s believed, however, that 
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(" t he Departments appreciate the situation and that t he diffi­

culty will be solved in actual conference. 

With regard to paragraph (4) on the third page of the 

Wemorandum, it is understood that the acceptance or the pro­

posals of the Government of the United States for discussion 

in accordance with the provisions of the Lle110randum is not in 

any way to be construed as an acquiescence by the Government 

of Canada in the principles involved in the proposed legisla­

tion or as debarring the Government of Canada from renewing 

t heir representations against the legislation in the event 

t hat the discussions with the companies, or with any of them, 

should prove fruitless . The present course of action is re­

garded as a sincere effort on the part of all concerned, 

whether Governments or private interests, to reach an agreed 

position which will ensure substantial justice both to the 

Governments and to the private interests concerned . 

April 15th, 19)6. 
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April 15th 

a . u.Jr. called Ur. Hull and told hi~ about the Mexican 
Ambassador ' s visit yesterday in connection With our buying 
thei r surplus silver. He informed Ur. Bull that he was getting 
more details and before we did anything definite he would call 
ll.r • Bull again. 
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Mr. Uorsenthnu told ll.r . Hull that as we approach the 
possibilities that we may have to let England talk to us on the 
r.uestion of stabilbation i~ France goes of f gold, he would like 
to havP wnat happened at t he London Economic Conference as it 
affpcted stabilization . He said all he has h&d up to now is 
rumors and he would l ike to have a full report . He is i nterested 
to know just what Georro Harrison did and what Warburg did and 
what we arA t rying to acco~plish on stabilization - in other words 
he really just wants the stabilization end of the London Economic 
Conference . He said that after the memorandum i s ready he would 
like to come over and have Mr . Hull go over it with him. 

B.M.Jr . told the 9 : 30 group about the Mexican Ambassador 's 
visi t . Also in connection with China that we have now gott en down 
t o !!laking a study of balance of payment s . 

R.M.Jr . r eported that be got so~e excellent unemployment 
figures ; that they were ·o startling that he turned the~ over to 
the Central St atistical Board to be chocked. He said that the 
figures he received showed that we are taking care of 5 million 
people - 2 milllon on direct reUef and 3 million on work r elief; 
that the cost per fumily of direct relief is constantly increasing . 

Bell said that some time ago he had a discussion With 
llr. !!orgenthau on the matter of investinr government trust funds 
in Feder al Land Bank bonds . Be asked whether Mr. Yorgenthau wanted 
to continue t hat policy . H .~.Jr. inqui red Whether they were un­
guaranteed and,when Bel l r eplied that they were, the Secretary 
definitely said, "no, I do not want to do it; th3t as Trustee of 
government funds I woul d rather receive a little less interest 
but have a sa.fer investment" . 

Upham reported that Jesse Jones would be willi~ to clean 
hi s shelves before June 1 of any securities that he had t aken 
over from Ickes - also that be would clean his shelves of other 
securities before the 1st of June as nearly as he can. 

R.!I..Jr. told tll<.' group th...t Jesse Jor.< s t.Uc,>h.o~9d yesterd .. y 
n~d ~s~ed to nuve Tbylor put on r.s & t i rector of the Bokrd of 
CO::IliiOdit.; Lredit 1r.t;S!:IUCh uS h&ri c\:lture c.nt' fr.rm Cr edit Yiere 
represent ed on th- CCC Board. H.M.Jr. turned him cowu. 
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Hll,Jr. called the President thio morning and t old 
ntm he wants to sign an order i mposing countervailing 
duttes on German goods. Secretary Hull does not feel 
thRt auon action should be taken. HU,Jr. said with the 
President ' s permission he wee going to uoe a bit of 
strat egy, that 1o, he will have a le~ter prepared and 
will brtng it to Cabinet today. In this le~ter he will 
a ·y that he wants to elgn the order putting on counter­
vailing duties and will attach to it a memoranduo from 
Secretary Eull in which he oojects, and he further told 
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~he President , "I want to bring this whole t hing to your 
a ttention. Then the next move would bo for you to bftY 
thot i nasmuch as the two Departments disagree you will 
refer the whole thtng to the Attorney General for an 
opinion . I nave talked this over with Oliphant and 
Taylor and they both agreed that this would be a gpod 
move.• (Copies of letter to the President and from Secret~ 
Hull are attached.~o countervailing duties file .) 

He told the President that Bob wa~ operated on t or 
'ppcnd1citis last night; that lt was a very necessary 
operation and tnat was the reason the dinner hadto be 
cal\ed ott tor tomorrow night . Urs. Uorgentnau had 
spoken to urs . Rooeevelt and explained it. (The Presi­
dent and Urs. Roosevelt were t o have been present for 
dinner at the Uorgenthau home on Friday nigbt to celebrate 
the twentieth wedding anniversary of the Secretary and 
Urs. Uargenthau.) 

The President said that the lmportant thlng for Bob 
is to be very quiet for the next three or four con~ns 
and keep out of athletics. Ur. Corgentnau said he would 
tell Bob of the Presldent 1 s interest. 

Yesterday ur. Oliphant ~old HU,Jr. t hat Stan1ey Reed 
had called him and said that he would appreciate it if 
Ur. Uor~enthau would cell Cnarlie weet , and say ~hat it 
is hie (ml,Jr.) understanding that the bill llm1tlng 
lawyer s ' fees is no~ to be attached to the general tax 
measure , but can be tacked on t he Uieoellaneous Tax bill 
wni on w1ll deal w1th administrative procedure . Havlng 
been uneucceasrul all day in reaching C~·l1B West, HU,Jr. 
called the Attorney General and asked hi m t o apeak t o 
St8nley Re~ and hnve St anley Reed handle the whole thing 
tor hlm. 
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There was no regular 9 : ~0 meeting . Helvering, 
UoReynolda, Gaston and Oliphant wora onlled in to t alk 
about the tax bill with the Secretary. ID!,Jr. told 
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Ur. Helvering thnt the purpose of having the •set-together• 
now {and that he wanted to ~&ve one every now and then) 
was eo that all could be kept informed of what wae hap­
pening on the tax bill, so that 1! the President t elephoned 
and wanted anytnins, the 7reacury people would all be posted 
and up-to- date. 

HU,Jr. reported that not having been able to get hold 
or Cnarlle West and not having the ttme to keep after 
l!ointyre, he decided to call the Att.orney OenPral and told 
him that he would appreciate it if St anley Reed would handle 
the matter of aeetng that the Frankfurter-Corcoran lawyers ' 
tee bill was not attached to the general tax bill. Whi le 
the group wer e ~resent, HU,Jr. called the Attorney Gcn~ral 
asain about what had happened lm connection with the tee 
bill. He could not reach the Attorney General and spoke 
to Stanley Reed, who said tnat he has not yet been able to 
reach Charlie Weet. HU,Jr. asked St~nley Reed to have the 
Attorney Gener~l bring a meoorandum on the matter to the 
Cabinet meeting end that he, HU,Jr., would also have a 
memorandum to be presented at Cabinet. 

Oliphant aoked the Secretary to aloo bring up at 
Cabinet the pr ocessing tax problem. Ht1 asked, "11' we are 
not to have any, what will take ita plnce?• 

The Secretnry told ~. Helvering that if the Senate 
ineisted tnat he, HU,Jr. , come up to the Hill to testify 
on tile tax b ill, he wo•Jld be very &led to go and t.nat he 
nad talked to the President who is anxious to have him so 
up on the Hill. 

HU,Jr., t old the same group to come ln at 9:15 on 
Uonday morning t.o have another talk on the tax blll. 

Tho Secretary walked down with UoRoynolds this morning. 
During thio walk he had d1Gcussed wlth UoReynolds an i dea 
he has had and which he wanted to present to the group t or 
their reaction. It is hla thought, he aald, to have two 
or tnree national economists appointed as adv1ers to the 
Treao~. Tney will function 1n the eaae canner that the 
Advisory coooi ttee on Arc~tectural Design does with the 
Procurement Divielon. He would have the economists come 
t o the Treasury twlcc a month and confer with them on various 
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matters tnat oome up in the Department, eucn as , what we 
will do in case France devaluest· tne Chinese sit uation; 
our charts on unemployment, on he deficit , on exoenditures 
He has 1n mind, he said, men like Wesley U1tchell-and Or. · 
V\ner. He feels tru.t they would come in fresh trom the 
outside and would be able to contribute a sreat deal . 

Oli phant wanted to know if tnia advisory service would 
be cont1ned solely to econoalste and Hl!,Jr . said, •no· I 
mignt want a politic~l scientist, or have a fellow ltke 
!.!ng111 who hlle no private practice, or one 'Kho conflnes 
hlmself to teaohing. • Gaston thought there might be leaks, 
but ID4 ,Jr. said he tools that the standards of men like 
Viner and Usgill are GO hi gh that thin would never happen 
and be hao convinced himself or this since his dealings with 
t he men !roo toe various universities . He asked tho men to 
t~ink about tne suggestion. 
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Yesterday !.!!•. Ceston told tno Secretary t::at he had 
l earned tha t D'Aroy, the advertising firm in St . Louis 
working on Baby Bonds , had been approached by e representa­
tive of the Democratic N~tionel co~ittee wno had solicited 
from llr . D' Arcy a page ad 1n tne Democratic Hand Book. The 
representative told Ur. D'Arcy thnt Albert rrank- Guentner Law, 
tnc New York adver tising ogenoy employed by the Treasury tor 
Baby Bonds, had agreed to take a page . HU, Jr. told Onst on 
he would talk to all these people himself. 

Today, Howard Allen and Russell Clevenger, both Vice­
presidents or Albert Frank- Guenther Law, and Gaeton too~ 
t hea in to &ee tbe Secretary. HU,Jr. eaid, 1 ! want you t o 
know that you ere do1ng t .1s work tor the Tre~eury on a 
strictlY bue~ese bae1s. we selected you on your merit be­
cause we t hought you could do the worA . You do not have 
to glve a nickel to anybody. Is th't plaL~? • They both 
replied, 1Yes. • HI!, Jr. oontlnuod, "Thflre le no reason Yll\Y 

you should have to tnke odverti alng anywhere or give com­
miss i ons . It I find thnt you do, then I wi l l have to 
reconsider our do1ns buslnese with you. • 

~. Allen er.,l$inod tnat ho had been approached by the 
re,resentat.1ve ot the Democrat.1c l!at1onal Coam1ttee and luld 
not aougnt the work. HU,Jr. said to hie, •: don ' t run t he 
Treasury that way. I don 1 t care what they do ln Dr~:! ot her 
Dcpartcent, but th~t does not ex1et in the Treasury . I want 
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7~u to crncel that advert1eing and if they want t~ know 
wny, tell them I to~d you to do eo; that you get your 
order s rroc the Secretary or the Treaoury . • 

Uios O' Reilly came 1n to talk to the secretary about 
LOuie Howe ' s request that the Treneury renew the practice 
or issuing ~roo! coins . ffi!,Jr . wanted t~ do this t or 
Louie if it 1a possible. Uiss O' Reilly explained that 
the oo ine are sold at race value plus a emall charge tor 
e,ec1al preparation or the dies nnd blanks to produce t he 
nignly pol1Ened surface. She said tnere was no r eason 
why the practice could no~ be revived; 1t had only been 
dioc,nt lnucd because of pressure or work 1n the Uinta . 

17S 

H~ told Uiso O' Reilly he would like to have t he Treacury 
~ain issue proof colne and ~leo O'Reilly srid the Superin­
tendent of the ~1nt at Pnilndelpnla ~111 be L~structed to 
start t~e wor~. Copy of her letter to the Superintendent 
is attached. 
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Superintendent, 
Un i ted States Mint , 
Philadelphia, Pennsylvania . 

Dear Sir : 
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April 16, 19)6. 

The Secretary of the Treasury has aut horized 
t he Uint to renew the practice of i s suing proof coins 
and this letter will be authority for you to proceed 
with the preparation of sets of silver and ainor coins 
in proof condition, to be sold to the public either 
singly or 1n sets . 

The charges for these proof coins , in addition 
to the fsce value and postage of 8¢, will be as follows : 

Fifty-cent piece • •••• • ••• 25¢ 
Twenty- five cent piece .•• 25¢ 
Ten-cent piece .••••• • ••.• 10¢ 
Fi ve- cent piece ••.••.•..• 15¢ 
One- cent piece ••••••••.•. 15¢ 

I t is, of course, under3tood by you that no 
proofs of silver dollars will bP made unless a sub­
st antial coinage is authorized during the current calendar 
year . 

The charges collected for the proofing of coins 
will , as you are awnre, be turned ir' to toe Treasury as 
a miscellaneous receipt . 

Very truly yours , 

Acting Director ot the Mint. 
Approved : 

Secretary of the Treasury . 
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llapui.D ..... t, 
'Cia1\e4 lltatao Mint, 
Pll1la4elplt.la, 'PaDilaYlftJllD, 

'JbD IIDONtary ot the '!'NUIU')' bao authwlaa4 
tile lllat to "" .. tho PNotloa or 1Nil1QR pzoot oolao 
•• tlala latter will ba ... thorl 'J tor J'OU to procaa4 
wt• tM J1i ,_uoa or .. ,. ot o1lftl' ..,4 alDor oollla 

.---.V_J!'IIIf' .... ut .... , to be aol4 to t ho publlo oltbar .......... 
'Baa ~ .. ror til- proot ootu, la a441tl• 

to tile taoa ftluo ..,4 poatage ot ~. wUl be a8 ~~ 

11ttr-oent pl•o•·· ·· ··· ·· ae; 
-r-'J-th• oent place ... l!elf 
,_n-oeat plea•· •••••••• •• 10-
Jtw.-oent pleoe.. • • • • • • • • l6J 
ODe-oen' pleoe ••••• •• ••• • lDf 

It lo, ot oour•, UDdo .. too4 117 7"U tbat DO 
prooto ot au .... 4ollaro wlll be _.. ua1- a .,lletaaUal 
eoU.. u .. t~~orl•4 Auria« U.• au,-.t oal•dar ,_,., 

'Baa ~· ooU.otacl tor tba prootlllfl ot oolae 
will, ao JOU DN aWN 0 be tlmlad la to tho !NBIIUr)' ao a 
lll-11•s Dille NOelP'· 

J.oUIIC DbMtor ot ... lllat • .... ...... 
....,...., or \lt,o n-ou:r. 
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MUatti'J fe tiM tlaturo p:lcluoe ot U.. ..,._. :la 4oal.J.ac lit!! u. ... 
Maif'lla"-• Otlaor pnouo .. ~ tlnel.op, u4, oo \~"7 ao, t!!o l aw 

.,.U.ulo to U... will '-" to ~. _ _. .... oa t!lo lluu of \lao tuw 

.ua _.., ,..__.. 

Ia U.. t1n \ pl.Au, \M a\aW.\oo :la ~iM 1a 1\aolf u ol..,. u 

.., locial&U.oa ot ailll.l.u aeopo oM&l.d h . Ia tan, ito~· dia­

oloaoa ~t 1\ waa tru.l wit!! IJ"M\ ..,.., laadaa paaoad tlrroqh a 

proc ... ot porf.oUoa of l.aapaaa ud ul.aJoa-i ot aco,e ill iho 

o..-1 .. at t.uut l•UlaU.oa. 

Ia .. -- fl.a ... .... Matrollhl •ooi•i••ot .... e-..,,_ 
Cow-\ ...V.U.C t!lio _,.-..u 1 ... n • dir-'" \Ill'\ Uao o\ailrt..o -

*' U eqa. fta\ W. 1•• • appeara troa \U followial .-a!>\aU. ... 

boa - ot t!la hdilll oaaoo 011 iho ni!Jooia 

!lao a\ooW.\o ,... adc!Joaaaod \o a ao1141.Uoa 1.114 1ia 
....,.. -.t .,. -14~ u 111-..od \o datiao u, 
ud all ot .._ - "IJ'O.d" u ...U • • ""~ -
-.t )o 11- ott-. U tbo liON "'>o•.,- bu a 
u.l~ •- \M woml •.....-• !lao •'· .& -"of 
~ !'ntfHrft: liB ":"f)i -u ~.a;.­H-~ ~ ... - "' U4'"'flj~. 1 Fill & ~ \M -'errbl ot-
~ b-J - ...,._ ..... &Ut!i-. ... it • • .._,.. ... .u ~a !22!"'.~ Jill-= 
:ffl!!~ 1ru.au; ~ c;;:2!t,;.. ... 
h ..,.. a. .hn ot .,.aft to (tlao u a 1 "tr ,_ ala 
I W Milbie 4aUae W "- l .. Uo., Mla W loo 
............ la ............... ta.. .... ,. . .. 
ot..., .................. Jill~~.- .tl 
~~~·~'!tL~.:t£!:. r.ftt.iill\.=..-u.. (''$d'' •• HW .... , ....... 

(W.Uat.,.. _, poftlaMie\ieal. 
JIIU'U• a4d .. ) . 
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' ~ tw ..U bold 1a aoQ ••-'a. 'liM arb ar• piU'Cli&JMol a:\ 
\bNo • t M4 .u ... 117 AM!rl- U,..WJ'a ol o-a ...... fbo a.-
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............... \II tM Va1W ....... Ia \lie liOH ·~ oaeo, llboa oaq 
pan ~ 1a -.....uat _,. u ,.-...-, \lie llelaaeo of "'• prioo 
... , ba ,.u 1a .,.._. ltUb ...U.. \lie a wl-~ • pdco 
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,.u 117 "-'- .... rtera .. ,......... .........u.1 .-uu •• ol .,.._, 
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no. .n..ts ... t..e .... ... oao MlM -u "-" 1a tM ~ ot 
CbS..' e rea ;w la -sllc;llle. It l a • &llc;lble beu111 t:M ...._. 
ea.,..,,p ..U 11ft a.,. M..t a s:aor.ue tb.t - be rtU1...S to ~ 
tNt tlYI pru t 80 -t :r- rat;e. Cbt..e' e au ..... ru •• are at 
pru..t c.l7 'f ,... - t ot M:r 110~ ia-. lbould prweun ,. the 
,._ 4...-lop. Ch1M ~4 be t~ t o 1-r ll.er LMC~:e4 li"&U 1-c 
betare tbat polat -.14 be reecbed • 

..,_ i t CbS.. - • able to ......rt 100 a 11llllil ~ ot alb• tato 
pld. eM ~4 etUl be .roroed to prot..t aberp~ 4w1a4llal ... .­
...... druUo ..-.e lJI'rol"-c e l t ber tvtber 4eprMlaUIIil• flit _...,..... 

= illporte • .u. A trot ot .rr. ee ,... Milt to 4f ,... -t ..u ~ 
aesat - the n ldlt .rr. tM ,_. 

AiWtU-.1 eel• o.r ell_. to the U.itet ftatM oft• • th- '-· 
oel7 ,.,.-.te, loel e;y,- to - ,......, ,_ pod t s- o.r 80 MMe. 

'1M dtwatl oe -14 11ft be elplltl.,..t~ altenol 1t the pru M 
rate ot ailftl' .... lettloee 'b,r tM Ooaw t llulre - r~ to be 
t .Ull• -• a _. - -t1a:Me. Were 110 .atlU-1 80tM la-"• 
..apt ...., u ,.... . . .. ....,. t o pa;t t• tba a119W' twae4 1a to tile 
......... tlle eUftl' r 11 ;w ot tlYI Oo;a ow' llab ~cl be la tloe 

• lPINrt sa' ot 10 ,... Mat ot the out.taflq ....... 

Pw t - o.r d t ..... -, the a.sw ._.... .n. tMN.rw.. be 
nal..W eele~ f'or tbe1r M r t ec;loel ot1ltft = tlle e • ce _,... _. = wa- et eu ..... ta ~ 

u. llae Cbla -ex:a:· plf .. t - !e 
to Mhie Mr of tug G1 

e 

Uooe.t _,-11tq ,.,.... ...,.. oapltal aoo' te. c..t .. s ... ot 
~ wo te. Cblaa wUl ,.... = ..._.. Mh·• o.r 10: -*• ot 
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11 41ta7 ._,wthc· - I-

Ira 100 te 100 aWl• ,_., Sbe w - lMa "'- 10 aUU• ,_. 
1:a -·~ eo ,_..- ru• •• a4 abe_, ~bat- t.11e 1114 ~tiM 
7- la .-, .-ft!Mr 100 a1Uta. 

'l'ha eo per .-t ~ 1e U.••• bt m aru. ~ •• 
oallld, ~ - . be ..._... bt .-ft!Mr .._, M , U the ~ 1a 
.... 'llllllla tM ,_ le 'llM• ,..,,, 1'8, tiM attaft _, wU be ta lao 

-"'-' Jl'lll N MIMr"'-ta ~tiM:r-poaUlaa. 
eatU- s.:a the ,._.. er tu ,._ 1a -1a1. It ..u1 ......, '• 
llw'IMr - at t.lle -.tt:al elall bu left Clllaa wUl ......__, -...,. • 
.- au ... wUl be _.._, .. rw .n ... v ~ ~' tiM 
,_ •• poatts.c., .. tlbft!Mr a twt'- nl::l* ,_ .,. ,_ .u1 .a 
pl-. ••• ..u ..- u uto •17 41tftwlt - 1t an s.,-"1a -
tor O.iaa ta aala~ tiHI 10 ..e: Nt8o on-.,..., ~ -. '11111ta4 
hat•• • - tw CIUa am be 8ftluat..S t.a t..a ~ the ... _ t.a 
oontu- la the lloture podtla ol the ,_ that 1t ..Ul 1\ontlab, 

ftll8 ..ruu tor ~ 1:\nt "-11 ot 111111 ..,..,..n l'lua1 ~ 1a 
~ t!.a W baa e.,a .. a! , II tile ....... Wt ~ 1a u liM, 
tiM n-1 ~ ._ ... 'll'l.tl> a llafieit ~ IIMft 100 alllla J'*'l, a 

- v -... --..baa .. ~ tv-.~· 

TIMra iOfP8U' ta \e -aable t}'8110Cla I• NpHtla& tile dot1oU 
to be al- to 100 allllon tllaa 100 a llll• ,_, ODl.7 11 tho a.rtott 
lhllll14 ~ ....- 100 allU.• ,_. ..Ul the Mabelo$1oal ettaot 
~ \he Wee •t1dt( pl• the redlaotl• la a •• eGa 1 a-* .,_ 
web tr ,.. ...- ,_ aa ..U .-1\ Ira l.Mra$Md. Catw rt 
'berrawb& ,._ .... Ga•w I \ 'bwlb) be .,......, -~ ta la1t1ata 

tarlw t.ba :r-• 

1a W&a a •~•• -· at. t.lle • 1 • · w 11a .... un]3. •­
tbalan, t.lle W.cat-7 att.•t.t• 1a •.u..- •well to _.... .,. 
-bat• tbd the rc t or paet.p • ot - .._ t1oa P u 1"):: 

llaport balk - ••"'tac to ..,... 10 a llll• :r-• tor the 1 tMtr 

ot 11M ~ ~ - wwl4 ..- a .,..._.tal tlttw • n t.a tiM ap­
~- ot tile llu.ll&ft _, wwl4 Mlp a llttle la ~ ..ru-
1:& .. ,_. 

n. IAo tt tw"le tw c:..1illl te - • .u- ...,, 
~. JM• '-'!a llro CIMa ... llro lea I 4 ..... 11M ballol 

lilloa1l - ., II It ...... ..wliWic 100 ta 100 t1tla -U 1la .... Jopi
1

• 

la Q>1a0 ...t _...... tu ...... 11M* t.ba I !lillt)' awl4 ~ 
100 w 100 a1Ul• w• .a-~ 11M -• ot the ant .,..,, 
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., • ... .. !llll!ft!4 ,_ _ .. ...,.1 ... 
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the l auotor:r, _. 1'-'•' .. U.o porll4 O'fW1ilh1elltbe ,......._ ... 

to llo - ~ aMI.. 

tho FOhuo of poell'bq 10 aUUn - of aU..- ,.. ..-b 
, ... the .... 111\No ... he ( ............ uuou ""'""" lily tbo , ... ..... :r) 
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ft *lut,l u.n t he •it-'l• w11l 111 " . .. " 1llw ... ot ' """ 
porlol. . 'ftao .. , lap of tilwortn'"'& the ttuoa ._.Ia<: 11M• 111w ,... .... _ 

- 11'•'_.. _.. lall'mlllll111w rrth\¥- la to •• u u.o ,.-. 
bpaal ett..t of ~ ,.., .. ·- ..na~ tllloo awuthe ..._ lt la ...­

-~· tho .. n ,_.-tha u-1c1 P" Mttalto ..,..... 1f ~·· 
uUlt:r to ao&Mota her CIUW'8l0T poeiUn, D4 111w ....a ,_ -'""• 
lwtbomll'o, ... UM11 to llo 1llw ll'iUaal -• tw bar -t I " poei­
tlno 

U Cll1ao h olllo to • •••ala !lor ~"Y pooitioo •Ul tho 
taU, tbore ... tH' cr .. ,. tw ...-111& "- to -'laM• n 111ft 
.til tbo hl.lowill& _.... ~ wtll \ boP 111 DO ..... to a elto twrt har .......... 

It, - \bo ftLII' ~. her pooiU• *-DO 1 i oo $ oftll' 
... ...,.. ,........... 10 a11llaa -•n of au..- wrl. oftll' • lw'N _J...,. 
bar 1a othll' -.p to 111 - o1:ocl 'below, 1:111 wt .... ot .-\U.44 ,...._ 
•hoM• 11 opoa to .,...tl-. 

(11) ,...,_ N I bl- ..... dliO lliJl lft•lllpert J1r1Dk d..taa tho 

•-or.r•nnt :r-• 
tlloi::"v •••- te 111M_,. u\1 o ~ tw d "11111 o 

loacw ' ' ' • _. u.wu - :r-· CldMot " ,. ..;;.1' ta ~,: ~ 1-.: ._ ....ait riu Wid ,.._. art the 1 llle.. c. la 
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... _....__.,. ......... - 4-

,_ ..... 1a ._. .... 1\ 1a .. aw.a•· n-eial ~-
but lleJ' ~ n + 'C'I ,..n,t•• 11~ Jll'"lC• -. peeel'llle ,..-~,. 
tt.at• tw a ..-, r .- .t ....-w. as- "'- objMU" 1a 111w 
b.,. ot t .-.b1o •-.:~auoe1'•• • -rtt.oo 1a Ulo 7'*lo ~ ..,..n 
.. - ., ,.,.... .. ...,., .- • ~ m aftOI' tllo enttoal 
period ,., .,. ,_ 11 ....... 

( 1) Coll-'-l 1a \M t- et oU•w lie ..,.UMI witt! ...... ~. 
(t ) !tie •-'~ ~ ebouU 10ot ollOOod le ..to 811 
-• tor t ho allftll'. 

no. ett"' et ...a a ~ -u lie twtJUa 

(1) n wwld .,...nco ., e4Ut1• 10 a1U1• .. u.. ot 
~· 1a - ot ~· a:;at.n tM ,._ ... ~ 
flilt. 1a eo por •-' "'- ... .u-. .... wtu...n .,..._ 
tae OIU'MlYN otthor to o rbk ot 1ooo or te ,_. •­
et all'NI'o It 11 ~ UD17 tiMit the prloo ol aU­
~·....- 11 ..U • - 1a \llo ant t.. :r-- _. 
~ 1t b ... 1Dio17 ttlft Cilia ~· t.-hl\ the 
•'lrwal. 

(I ) n. a•••ce tbd Cb1l>a hoe~ tw a eo .ws.oa 
11, 1, .. u.r ~ -u lie a ••-1111 taftor 1a 
-~.._ •• , ..rt .... 1a "'- ,... 

Adla1ttodl7, oelttlor Ulo 1- DOl' tho au.,.. ,......... ~• lie 
euttlol-' w r•••• 11ho ~ hla 4.,....1at1JII U t ho polltioel at~ 
u. 111 a. taa -.-.. ,... _.. .... u ~·· rs.a-- .- .u 
Ma4lo.!, w U ller -.t- et PliO U .,_ ....... 17 qalaft llero M 
1a - ohaM ot 11beoe .,..w oe-oo air '--• tho ,..,. ... 
at au ..... tl• tllo 1_, ...U CO a ~ ..., __... ' - la& -
tl .... 1a .... II' II ' ,_ ,..s.t.. -' l1l 11 .,aiM pooaiblo ... .. ~.-..., ........ -..... 

Tho ""haoo Oa1r ' ~ '- ,.........., ,.._ ....,., tile !.-
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Friday 
April 17, 1936 

Archie 
Lochhud: Hello 

HK jr: How are things going, Archie? 

L: The - there is nothing much - the Stock Mar ket is 
about stationary . The bonds are orr about one or two 
thirty-seconds and the Exchanges are not doing anything. 

HKjr: I see. 

L: And everything 1s quiet. 

HKjr: I see. 

L: Kr . Taylor 1s here now if you wish to speak to him. 

RliJr: 

L: 

HKJr: 

L: 

HKJr : 

L: 

Rll jr : 

L: 

Hlljr: 
Wa,yne 
Taylor: 

HKjr: 

T: 

Hlljr: 

T: 

HKJr: 

T: 

Shall I put him on the phone? 

Is Mrs. !Ootz 

Mrs. !Ootz is listening, yes. 

All right. 

O. K. 

Now, is Taylor there? 

Yes 

I'd like to speak to him. 

Good aorning 

Hello, Wayne, - I•ve got a suggestion which is very 
confidential and keep it to the three of you. You know 
silver is - I th.ink it ' s forty-six cents in London? 

Yes -

Hello 

a little louder, can you? 

Yes, f ine 

You get it now? 

Yes 

14,( Pr 
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Hlljr: 

T: 

Hlljr : 

T: 

Hlljr : 

T: 

Hlljr: 

T: 

Hlljr: 

T: 

Hlljr: 

T: 

Hlljr: 

T: 

-2-

low, the suggestion that I'd like to have you aake, 1! 
you and Lochhead think we1l or it, a kind or a dangerous 
suggestion, is send f or Chen and ask him to sound out 
his government what they would think or se1ling a million 
ounces in Bombay. 

Yes 

l ow, I 1d like to - the r eason that I want to do it is 
two-told. One, I ' d like to stabilize the market;and two, 
depending upon what ther say I'd like to find out whether 
they're interested in trying to push the price of silver 
up a notch, see? 

Yes 

Get me? 

Yes 

See? And the other thing is three, - ther may be pushing 
it up in order to get a better price trom us. 

Archie says that Chen has just lett. 

Yes well, they can send tor him. - Hello? 

Yes 

Do you get the idee? 

Yes, I get the idea. 

And I'd Just like to tell him t hat I ' ll 
be back Sunday and we'd like to hear from him Sunday -
what answer he gets. as to the - what their reaction 
is. Hello? 

Wait Just a minute. Archie ' s got something he wants to 
tell you about that. 

HMjr : All right. 

LoQhhead: Chen dropped by the office this morning after he saw 
White 

Hlljr: Yes 

L : And I told hi.a what the price was 1n London 

IDIJr: Yes 
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L: 

Hlljr: 

L: 

Blljr: 

L: 

HIIJr: 

L: 

HIIJ r: 

L: 

Blijr: 

L: 

IDIJr: 

L: 

Hlljr: 

L: 

Hlljr: 

L: 

-3-

And said it looked rather interesting. 

Yea 

An.d he said, •Well , - 1 he said, • In the first place 
I don't think that my government at the present time 
would think it right to sell any silver • • • •. But he 
said, ' the main point is I doubt very much whether 
there is a real market there'. Be said, • I think i! 
China was go~ng to try to sell any silver in London 
the news would immediately come around and the price 
would disappear before we could sell anything• . Now 
that ' s 

I've given you three pretty good reasons. I'd like 
to have them tested out. 

Yes, well, now, there's another thing. You wanted them 
to try in Bombay, too? 

Yea 

Yes - so as I say, there are two things - you wanted 
to !ind out whether they'd be interested and whether 
they'd want to try out in Bombay? 

And - or London 

Or in London - either one or the three markets and get 
their official reaction on it? 

Yes 

Right Well, I just wanted to mention that I had 
already mentioned it to Chen but I mean Just in an orr­
hand way. 

Yes, but I don ' t want anything in writing !or months. 

Oh, no, not at al1. 

You see? 

Yes 

But I· wouldn't put it beyond those fellows to shove the 
market up 

Yea 

- in order to get a little bit better price out o! us. 
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I see. Well, there i s no reason why we shouldn' t give 
thea the - the chance to say whether they want to 
sell it or not over there. 

I - I'm very auch Do you or Taylor see any 
reason why we shouldn' t do that? 

No, I don ' t see any reason why we shouldn't I 
wouldn 't like to see the market go up much further than 
this because it starts 1n making these speculators 
active again. 

every 
Right I think t here is/reason why we should sound 
them out. 

Right all right, then, well , we ' ll get in touch 
with Chen and put that suggestion to him immediately. 

All right. 

0. lt . , sir 

Is Mrs. Klotz there? 

Yes 

Lochhead wants to know whether you want anything mailed 
up him to you tonight. 

What? 

Better leave it at the house. 

Leave it a t the hou.se? - All r ight . 

I'll call up after lunch again. 

lll right, fine . 

Anything come in? 

No - nothin& 

All right. 

I sean nothing thai; can' t wait. 
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HUJr: Thank you very .uch. 

IC : All right - goodbye. 

I!KJr: Goodbye. 
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SE\'1: eb 

April 18, 1936 

'). •("" " . 
The purpose of this meetiny as we conceive 1t, is 

to state the basis upon which negotiations between us are to 

proceed. 

But before stating our position on that I should 

like to explain the reason for our reluctance heretofore to 

discuss these cases with you. That renson simply is that 

both the Treasury Department and the Depllrtoent of Justice 

have all along entertained grave doubts as to whether or not 

this Government ' s claim against you was of a nature which per­

mitted us to consider a compromise of it. However, your Gov­

ernment has made earnest representations to our Government 

that we meet you and see if it is possible to come to an ad­

justment of our claim without litigation. Our invitation to 

you to come to Washington today has been i ssued in deference to 

these representations and t o t hose of our own State Department. 

After the break down of the former conferences with 

you held by the Treasury Department on March JO end Jl , your 

Government requested a further conference and in doing so made 

this proposal: 

1. The Treasury Department will agree to drop the 

legislation for •a month or six weeks, at least•, 

w1 th the understanding that if, after full and frank 

negotiations, it cannot obtain satisfactory settle-
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ments or commit•ents from the Canadian companies, 

the legislation Will then be enacted . 

2. The Canadi an companies will agree not to 

increase their export s of whiskey to the United 

States over the present volume, with some allow­

ance for normal increases in business . 

J . The Canadian companies will agree not to 

di spose of their stocks of American type whiskey 

elsewhere . 
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4 · The Canadian companies will agree to •sit 

down with Treasury officials and discuss the nature 

and quantum of the claims alleged to exist, with 

a view to reaching some solution•. 

5. This was understood to mean (a) reaching an 

amicable settlement out of court, or, failing this 

(b) discussing terms, conditions, and practical 

measures in respect of t heir submitting to tbe 

Jurisdiction of American courts and protecting 

the United St at es against l osses on any Juds=ents 

which might be obtained . 

Upon receipt of this request , a conference was held 

between representat ives of the State Department , Treasury De­

partment , and Department of Justice, with ~\e result that this 

Government agreed to a fUrther conference with you upon the 

following basi s, to wit: 

1 . SubJect to the conditions transmitted by Secretary 
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Bull, the Treasury Department and the Department of Justice 

will agree to a delay not exceeding one month froo April l) 

in the pending legislation, during which the following steps 

wi ll be taken with a view to obviating the necessity for the 

l egislation, if possible. 

2. Tbe Treasury Department and the Department of Justice, 

acting jointly, will receive representatives of the Canadian 

companies 1ndividu8lly and undertake to arrive at a satis­

roct~~ settle~ent of the Government' s claims against them, 

sub ject t o the condition that the two Departments will state 

the amount, a s at present calculated, of the Government's claim 

against each cocpany but will not be required either to disclose 

particulars of the claim or to discuss t he f acts or law sup­

porting it. 

) . In the event or the failure or the parties to agree 

on a s ettlement , they will undertake to make an arrangement 

which will bind the companies to submit to the jurisdiction 

of the United States courts so that the claims may be litigated 

on t heir merits, and to provide satis factory security for the 

payment of any Judgments which aay be r endered in favor of the 

Government. 

4. The Canadian companies are to be inforned that any 

persons designated to represent them in conference with the 

two Departments must be fUlly empowered there and then t o bind 

their principals with respect t o the point covered above . 
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5. If negotiati ons with the companies carri ed on 1n 

accordance with the foregoing should be f ruitless as to any 

one of the following companies, namely: Distillers Corpora­

tion-Seagrams , Biram Vlalker-Gooderham and Vlorts , Consolidated 

Distillers, and United Distiller s , the Treasury Department 

and the Depart•ent of Justice ~ill be free t o proceed with 

the legislation . 

I n pursunnne thereof, the btote Department notif'ied 

the Canadian Charge d 1Affa1rs of our willingness to again meet 

with you, on the terms and conditions set out above . 

On April 15 , the Canadian Charge d'Affairs responded 

in a written memorandum, which reads as follows : 

(Here read the memorandum. ) 

With respect to paragr aph (a) of t he Canadian memo­

randum, we und er stand, of course, that the companies do not 

admit any liability on the merits. 

We agree to the i nterpretation of the Canadian 

Government of the ae.orandum of t he United States as set out 

in paragraph (b) or the Canadian memorandum. 

We l ikewise agr ee to the amendment suggested in 

pa r agraph (c) of the Canadian memorandum, but with the under­

stonding that the action of your representatives at our con­

ferences must be finallY acted upon by your companies within 

the thirty day period from April 13; otherwise the provisions 

or paragraph 4 of the memorandum of the United States will 

apply. 
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Wi t h respect to paragraph (d) of the Canadian memo­

randum, we must insist upon the terms or the memorandum of the 

United Stat es , as set forth in paragraph l t hereof, to wit , 

that we "•ill stat e the amount , as at present calculated , of 

t he Government ' s claim against each company but will not be 

required either to disclose the particulars of the claim or 

to discuss the facts or l aw supporting it.• We cannot agr ee 

to state the groWld upon which we assert these claims, other 

than to say that t hey arise out or the bringing in of the 

liquors of your companies into the Uni ted States during Pro­

hibition days, either by you directly or with your aid and 

assistance or connivance and t he consequent liability therefor 

arising under our customs, excis<~ , and income tax laws . We 

are frank t o confess that we expect that it will be quite diffi­

cult for us to reach an agreement in this matter , and we there­

fore recognize the fact that litigation rony eventually ensue. 

For this r esson and others, we must r espectfUlly decline to 

go a ny fUrther in the statement ot the gr ound upon which our 

claim rests than the statement I have just made, which is, to 

repeat , t hat our claim arises out of the bringing in of your 

l iquors into this country during Prohibition days , either by 

you directly or with your aid and assistance or connivance, 

and t he consequent liability therefor arising under our customs, 

excise, and income tax l aws . 

The chief purpose of this conference today 1 as we 

conceive it , is to ascertain if you desire to proceed with 
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these negotiations with this understanding . If you do , we 

are prepared to proceed with them at the proper time . Before 

doing so, however , we desire to receive representatives of the 

other companies and ascertain whether or not they desire t o 

proceed with the negotiations on thi~ basis . If all are willing 

to do so, we will later call you into conference, one after 

another. 

Before concluding, we understand that the acceptance 

of the Canadian Government of the proposals of the Onited 

States is not to be construed as an acquiescence in the princi­

ples involved in the proposed legislation. We also note that 

the Canadian Government docs not regard itself as debarred 

from renewing their representations against the proposed legis­

lation in the event that the discussion with the companies or 

with any of them should prove fruitlesn . 

We should now like to hoar from you as to whether or 

no~ you desire to proceed with the negotiations at the proper 

tiae on the basis which we have set out above as frankly and 

definitely as we could. 

* * * • • • • • * • • • ~ • * • • * * * * * * * 
If this basis, a f ter discussion, is finally accepted, 

it shoul d then be stated t hat we will call the other parties 

into conference and ascertain from them whether or not the 

basis is satisfactory, and, i f so , you will be notified later 

of a ti~e when we should like t o enter into discussion with 

you , f i rst , of a possible settlement of our claims against you, 
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and, second, failing in this , of arrangements which might be 

~de to insure your submission to the juri~diction or our 

courts ond to insure against losses on any judgment that we 

might be able to obtain against you. 

We shall expedite our conferences with you as much 
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as possible, since, to be perfectly frank, we intend to pro­

coed immediately after the expiration of the thirty day period, 

to wit , on May 13, to secure passage of the proposed legisla­

tion if, in the meantime, we have not come to a satisfactory 

agreement . 
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.l.pril 18, 1936. 

7roal 9pece.At , Sbengb•t, China.. 

to 1 '!'be Secn\a%7 of Ule !reatur)'. 

1101aac- frca Profonor Jo.ck: llt1IC appreclat01 •"""t 

of Ua• 7011. AN slrtll& Chon end deleptOI and eqo ~ 

\hiJIC 700. do n"" to belp Cb1Da 1e eleo a balp to 11n1 tad 

S\aho end \ba world. H• eloo wscaoto lOU fool free to 

co-.ucah w1 \h b11a on aey pro'bl.,.. arh1115 from connroa­

Uono wHb Chan. He otatoo Jepa.neoa are urltins GoYemor of 

Sbaxltwl& and llayor of '!11nstao to retain cuo\omo and o\hor 

Aational rennuao for local uoa . .t.lao ota\11 \bat Ch1nooo 

IIUit ~ aUf!er att1 tl>da. Ha aolto rou t o lot b11a know 1f 

UT otat•ant fna b1JO will bolp preoant adlllnhtro.Uoa 1n 

~ eloct1oa. 
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April 10 , 1938 

;5:15 p .c. 

Or. Edouardo Suare!., l!J.n1ater or FinAnce or •·ex1cJ 
came in to see the Secrete.r y . t!l'. T~r1or • as .. also ' 
present t<nd l!r . Lochhe Joined the J.eet1ng 1nter. Fol­
l Owing 1~ a atenograp~~c report . 

l!l! .Jr : I thought the Amb~eoa;ior wJ•lld come w1t..>t you. 

or. SURl'B!!.! The ;.obassador hM. l'n fl;>O?tnt.ment. with 
the Seorot.ary or state . · 

~: . ·r: Y~~ nre sur~ 1t i sn't. baeebnll7 

,r, Suarez: Do you like a baseball game, llr. Secretpry l 

HU. Jr: VPrl Pell. 

Dr. Su"-rPz : I was 1n ~!i!w Y?rit Pt. the 1)81'18 
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Hg . Jr: you are ~ the Acbasee· or 1& not at. the baseball 

gace? 

pr. SuArez : YeE, I am. 

Hll , .rr: All right . 
country : 

Th1n•·s going along nicely 1n !'our 

or. Surrez : Yes , ur . secretnry, they are movlno along 
f airlY well. At present we have no particular problec ; 

everyt.. 1nt. going regularlY. 

i:!ll , ,fr: F1ne! 

or. s~rez : And our r evenues are 1ncr-setng. Our noroal 
revenue has ~en 275,000, 000. Lac t. ye~r Pe had ~evenue or 
384, 000, 00?. ~e t.housht t or t.h11 year •e would have over 

400 , 000 , ()()0 . 
Hll , · r : How much favorable balnnce ot t.rade1 

our Bank ot !.lex1co 
or. surrez: we have been 1norees1ng. 

bue1nesa 10 45 ttmea. 
HU, rr : \Vhn t do you do w 1 th all the money down there! You 
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have gold, oil, silver. 

or. suare~: Uild acoun~s . 

ur. TPvlor: They build bridfea. 

Hl!. 'r: You have a bi£1, bal!Ulce ot t.rade1 

Dr. suarez: Yes, I think so. I think wo have improved. 
We hc.ve been purchasing - - the Qovcrnuent has been purchasing 
tor •Le last two years . We have ~l~chased 1n the United 
States, 1n Cll!.chinery , nearlY 400,000,000 pesos -- CII!.Chinery 
tor building dams , agr1cultura1 1mplccents . 

H!'~Jr: ;J>e your people oont1nu1.ng to buy the l~>nd7 Do 
your araere buy the land? Is that go1ns ~n -- d1vid1ns 
u' I'll t.he land? 

Dr. suare~ : Yes ; that's the policy. 

HU.Jr: Do you lend theu the woney to buy that lllnd or 
do you bive 1t to them? 

Or. su~r~z: we give them the lc.nd. 

HU,Jr: As far as tho United S~ates Treaoury 1s concerned 
snd your Treasury, we have nothing, unlcBE you beve something. 

Or. sue.re z: llo, Ur. SecretarY . 
~: We are pertectlY sat1af1ed. You did what you said 

you wo•~ld. 
Dr. .l''::.rez: I d~n' t thin<t :; lv•re 13 any •. rob:!.c::t. 

>r.. , •r: Y~ borrowed, es ~ .,u r.,cecber, aoce coney for c 
short tl e 96l!.~~et thnt silver. You paid 1t ott. 

Or. Suarez: At the t1.t:le : a polo:.~ to you, last ;;f!S:t', we 
were 1n rsther deep waters, but t h ing• no~ I>I'e br ight . ~e 
paid the Tre~>SUI'Y an~ we hope to use th't fec1li ty 1f an 
emer~encY comes, 1r that ohoul~ coae in the future. 

!J!.I,Jr: Heve you ltept t.het ouvvr hei'e1 

Or Sllt<rez : Yes. 

li'.! .Jr: wne.t 16 thllt, 5,ooo,ooo ounces• 
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Dr. S·-UU"ez.: ::o, 11,000,000 ouncea . 

~~~.rr: That • s r1 ·)\t , rte lonned you $E,.:no,ooo asains~ 
11,0 ,O?Q ounces of silver. Yo~ et111 hnve t.bat1 

Or. Suae~ : Yes. ~or the time beLna we have no ~rt1cu­
lnr problem. \7e are a l1 ttle worried about the future -­
whon the London Agreeoent comes t~ nn end. That wlll be 
next year. 

H!!, Jr: Who ;mows there 18 a London Ae,reeoent! 

Or. Su..re:.: l:obod,y. The United State& ~ve the policy. 

rr.:.Jr: (To t:r . Taylor: Old the State De;;artoent ever 
gat a re:Jort fr~ the Vl'rl·:lUB c:>untr1ea7 

• ~,.. '!'~..:·lor: !t iBn 1 t. c=;llete yet.. 

P:l ,Jr: I don't think legUlatlon hert' -- a.tter all, wh1U 
one never ~~ws -- 1t doee not tall with the London Agreement 
ae ! und .retand 1t. Ithae no ending, unless silver reaches 
$1. 29 an ounce or l/4 ot our reserves 1B silver . 

pr. Suarez : Is silver, yea. 

!!I,, Jr : But. I n~n • t atti\Ch, pero :nnlly, e.ny importcnce to 
the London Agreement . ~t the time of the L~ndon Agreeoent 
I thlnit it ''"s 1mportsnt and subaequentlY thiS so- called 
Silver Act of ours was so much core 1cportant than t.r~t, 
thot ever;,rthlns else was in t.h" &hl\·:\ow. 

Dr. ~uare:. : That 13 true. 

tr_:,:r: ;..t:.er all, we are hWliUl M:i we all have t!le weai<:­
naaaea of buosn be\ngs, so we Jn't know how lons t!lis 
t!l1ng --- but : t .• in.< it 'a desirable and I t.h1.M everybody 
wants to cont.lnue to see the world price of silver 6table. 
I think tbst that is v~ry important and that has nothing to 
do wlt:. the domestic .>rice >f a1lvPr 1n t.he United St.atea, 
but I think the world yr1ce ot silver -- I think we ~ve 
gone eo flU' with beta silver and gold that it has dooon­
etrr•t.ed the importance tor your •aonetRrY systeM and our 
monetary system to be based on eilv~r and gold to take thooe 
metals out of speculatlon. 

20~ 
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or. Sue.rez: Yea, sir. 

H!.l, ..'"r: And certainly I don't wo.nt to nave to go throueh 
enother silver epeoulation . Uy heart could not stand it: 
\Vhellt 0 ::>ee from 50¢ up to ~1.00 -- il.' e too cuch. 

Dr . Suare~: This situation could be ke?t --we don 't 
want a h1gb ~rice . We think it ie better' to have a st~ble 
uediuc ?rice, not going up or down . 

re~ . Jr : I think we h~ve all l·arn~d t,•t a~d ~think 
thnt s<lOe Jf our Sen!' tore now know thl\t. the low price of 
c»t.t:>n 1S not. due to t.he coolie l eb-Jr of China. \Vhen cot­
ton got to 5¢ or 6¢ they blamed the c~olle labor of China 
because they eaid they had 26¢ or 24¢ oilver. They reallte 
now that that ' s DillY and it heo nothing t o do with 1t. 
The ourpris1ng thing i s the way they keep selling g)ld and 
buying silver. 

Dr. Suare~: Thnt is of t:luch icportance to silver. 

Hl!..7r: I t!:inlt where your .>eople hl!ve been particularlY 
smart 1e that you have been mining the low srede silver and 
ae.v tl'l£ the better. 

Dr. Sunret: That has been the policy of our Government. 

B!I,Jr: I think thst. ts smart . 
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Dr. Suare~: And now, at the present price of silver, we 
lilre -utttng asi-ie eome reserves and I think 1f t.olllt poliCY 
could be cont nued the good of the co•mt ry would be altogether 

hl':>;>Y . 

1-!!.! , Zr : wr..-t do you thinJr of some ot the c?untr!es ex. th 
ot you' Whit are they s~lng to do? 

Dr. suarez: It. 1e n1ff1cult to f~resee . Perhaps Bra~ll 
and Bolivia would havl' some interest in silver. 

H!.! ,Jr : How do you t~lnk Brazil 1& going t o come out of 

this? 
Dr. suar.~: very good, but they d~n• t hev~ silver. They 

don't ~r~duce eilver. 

Hll. • r : But what are they g~lng t o use tor money 1n Brn~n· 
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Or. Swore~: S:>me s~ld an pa;ler currency. Thev hnve 
~o eet~le thetr bal~nce ot trade w1~h merchan11ze _: coffee 
and co~~~n -- and I thtnk that la ~helr ~ol1cy to dr~w ae 
much cotton as they csn t~ settle their balance or ~rade. 

Hl! . Jr: The Cuban t hine; 1& not ao sood -- they keep 
taking silv~r end using the profit. 

or. Sunrez: I heard oome t1me a~;,o, about six o:mth&, that 
there was a scheme - - 8ome !lew Yorlt banlt was interested to 
!lake come issue of money oovel'od by o1lver. 

HU .Jr: We nope ~h&t won't hAppen. 
tor speculative pur~oeee. 

r. w•!&rez: Perhaps 1t 18. 

It is more or less 

!il! ,Jr: 'I'll' don't ~ .. 1M it will 1111~ an won't put Cuba 
on t sound tlnanc1al bae1e. It's purelY &vecula~1ve . 

Or. SaP.rez: Purely. 

!!r. T··,;rlor: Tnat baa ;.>re~t" well qule~ed down. 

HU.Jr: Th~t aoert boy ev~r oooc baolt? 

!lr. Tl'vlor: !{o . 
quieted down. 
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HJj, Jr: They had a cuban whom we thought dld not know 
finance with s:>oe ller: York bAnker to put the th·ng over, 
Just ~:> ruP£e a l1~tle prot1t on the aide, but he never cPme 
bac'<. Our Tripartite p,gre~coent hi'S worAed beautifullY and 
it'o ~~de all the d 1f!erence in ~he world to the French oar­
t1culRr1Y. :t haS enabled t tem t~ deVf~S t~clr m~ney and 
n:>t hP.ve the res~ "t tl:e world try to devAlue under. You 

see? 

or. suarez: Yes . 

lr.! Jr: And, &!! you know, they were p•rtlcu~rlY fearful 
of Ja,an and Ja~n had her trouble~ 1n JAnuary. For a t1me, 
I don't 1'.no1v how your c:~untr;. was, but ,, ... ,- p.ople cou1d not 
get nny 1aoney out of Japan tor about a1x weeks . But r.ow 
they are senrl ing gol d to keep thlllr yen on an even bao1S an'l 
I don • t think t.hey "re gotna to ohanse t.ne value o! the yen, 
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bu~ I ~hink if 1t he~ n~t been for ~he Tri~~rtite hgreecent 
standing t here P-e a warning, ~hey cigh~ have end wha~ we are 
hopeful ~! c~re here ls gr~duPlly, in thia vPry much upset 
~~rld , to set one country after anot her t o sort ct even out 
ite currency and t hen maybe after a while r.e will heve 
eub111zation all a r ound t he •rorld ond then business will 
f>llow. You t uke Chin~< . They are doing beautifully in 
China . They are getting along fine . You h~<ve quite a lot 
of t:us1nceo with China. 

Or. Su~rez : Yes , •e -o . 

U:' 'J' : An1 they "'='' do ins very l"ldl and not looking :!'r~m 
wee~t.ee~<. or - onth to oonth, Jut year to year, the picture 
loo~e ouc~ better. 

~~ .Jr: you rececber when you c~oe here , a 11t~le over a 
year a~o , tAlnge were U/Set in this c~untr~ and in your country 
•nd none of us r.new from c:I8Y t.o dBY where we were a~ and there 
ls on ent.irely dif:!'er~nt reeling now . 

Or. SuRre~ : Yes , altogether . 

Hl! ,Jr : You lL<e t he new e1lver content? 

or. Su•rez.: Yes; that 1"1<0 a pol1tic~l success and we e.re 
sendin& the old coine in at . 7~0. 

Hl!,Jr: How ouch be.rd uoney have Y'>U out? 

Jr . 5UAret: The silver? Abou~ CO,O~, OOO pesos. 

':/hen ;;ou were h~re it we& 100,000, ()1)1). 

!'!.: •r : And contrary t.> wh.r.t , very~od,:· ea1d, your !'t>rnere 
t~ok pa~~r o~ney. 

Or. Sul\rez.: yee , pert.1cull'I1'1Y in towne. 
aco~ 1. tee1 pRper money, but th"' !'l'rmers have a 
paper money . It .,as a pol1t1csl success . 
eat\ctted. It was successful. 

In towns :>eople 
disl i ke for 
Ev~rybody wae 
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H!.l ,Jr: ':'hey did the sp.oe king l.n China. 

Or. Suarez: Yes. 

HU. r : They said ~hey never could get Cninacen to use 
pa;>er money. 

Or . Suarez: So it happened w l.~h us. In big towns people 
knew what that paper money meant and they accepted 1t, but in 
the. country they continued to use silver coins . I t •·no ,from 
pol l ti.•r l stnndpo1nt, 1 t !88 a success . Ot course >Je .-ere 
very much pleased with the. WBJ t.no m~rsure was taken by the 
,>eop' e . 

HU .Jr: ~ow's ~ur h1gh~ay c~m1~? 

Or. sw rPz: Very good, ~r. ~~cretnry. ~rom Laredo ~o 
!!exic~ C1ty 1t. ~e ver-J good. 

Hl!, Jr: Ie it ell the r.:>:~ t.hrJUsn7 

Or. SuArez : Yes , all the way. 
prot.ect1::m. 

!t it ,>aved and r.!th 

'lti.Jr: ! did not know you coul<\ go from Lat•edo to :.Jex1co 
C1ty . 

~SuPrez: Ye& . t:aon1t1c~nt , very fine scenery. 

!U!.Jr: Are there places you cbn &te,;' <>l~ng t.b.e '<'BY• 

or. su. re~ : There a:·e 601 I pl •C88 . 

t~r.n w1~~ ~ !1ne h~tel . 

:.:onterre;; is a lar.;e 

·.zt: , Jr: ! euppoee ae the tourhte cocP they o;;~l! '!lulld 

placea. 

or. s·1ve~ : They are bull<\1ng hotels RI!d tour i st. caq>e. 

'!'..! Jr: :o the Government d:>~.ng Mythl.ng -- I cep.n M to 
the t;uriet places• 

or. SW<rez: 
novr ;>~rhnpe we 
or the bot e lS . 

Yes the Qovurmoen~ h,.• been consulted. e.nd 
~<e'R s'eoifil bank to f1n~nce construction 

:;os 
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Or. Sunrez: We thinlt 10, 000 ,0~ .,.,0:)8, 
thoy have ruinG and s;:,oPthin~ t o cee on we 
gooc!. condtt. i ?n and the Preotdont T:oul:t l1lt6 
to ella t.hnc t.nlnge . 

In s;:,oe places 
will put thet in 
t,;) help peopl"' 

Ht! ,JJ' ! H""" many miles is it rrom Laredo to !Jexico City? 

Dr . suarez: About aoo miles . 

~. Jr : It must be a very b~ ut1!ul drive. 

Dr. :>•JMrez: The ::ount~>ine f re ,..prv .. loue and gorgeous. 
Evt'r;;tLtng is very nlc . \7e h11ve =any t:>ur1sts rroo your 
country by tJ•a1n but parttcul&rl,y by car. 

~.Jr: When they begin to co ,. , ~e they golng to be 
abte to et througt th:ls~ swnmpa tr:lo ~ex1c:> CitY south t , 
Penacal 

Dr. 5ctnrez: The Preeldent. il •:er"f interested 1n the 
bulld1nc, of the.t r::.ad tr XI !!oxico Cit;t . \le are :n-;; begin-
ning . Tnot. might cost dbout $20 ,000 , 0~) to build that 
hi.,;hway and \Ve can finance t..1ooc by 1Beuing excellent bonds. 
It 18" .,;ood investment 1n ~·x1co to build roads . 

"ll , Jr: You lease the gaeoUt\e al ont:; the h1gb,.-a,ye? 
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Dr. Suaez: We put a t~ on the gc:oline end ~ith increase 
in gaeol•ne tax we will build a new road. Gives us about 
1~ on the invec~ment ~e ~e ~n the h1&h~sy . 

or. Suare~ : Yes . ~~ w'v •e !tnsnce it, we ?Ut recei~~• 
or • ,,~ e;asollne te.x in trust. in the Be.!U to ')&J' the L'\tereet 
and t~· ~ort.1~Stion or tb~ b~nda and ~e iSSUe bondc to bui ld 

the ne ... uibh'"ays . By t.hllt. way r.~ bu1ld c ili>;ll.way !roo 
:;exlco ::lt.y t:l L· -- ·- an<I I t:>lfl.'. r. 11 be tlntelied by the 
end or th~ yea.r and will 'be opened !rom uexico Clty to 
T~hquntepec (?l eb~ut 400 m1lea. 
1-1""' ?::,-"-« t...-1 ....-v- ~ 

Hl! ,Jr: These bonds - - hov• llJ'I6 Bre they? 

pr. Suarez: Short time. Four to f1v~ yenrs . 
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~J .Jr : HJ~ ~uch ln~er~nt? 

Six percE"nt. or 11 ve ;.< rcent . 71e :>811 the 

Hl! ,Jr: Oh! You pa •. the contrActors ant\ they 1n turn sell 
~h~ml 

Dr. Sune~ : Yes . 

ll!l ,Jr: O<l th"Y sell ~t p!U'? 

Dr. Sunrez;: 18 ls easy to .,. t. 111 the open oorket. 

HI' , Jr: How =ny Dl'tree wlde wlll t.h1e hlshwBY be? 

'r ~u~rE"z; : I thl~ et endar d ca£e tor ~wo care. 

l'l!,Jr: ThJ>t's golns very w~ll wlth the gasoline tax? 

Or. tiurrez : yes. 

Hl! ,Jr : You make them pay the tax at the fFct~ry? 

or. su~rez : Yes . 

HU,Jr: And not at the pump? 

Or. Sunro~: 'lie 1·eceive the taxes from the o11 c?mJ)Mles . 

~J . Jr : So you kn~w lt i3 ,ald. 

Dr. s· ... re"': On t.he 5th o:r ev<:ry conth the Bank collect.& 
t.ne coney, pB?S ~~e c~ntractora . nd glve the Treasury the 
bal~n~c. 

~,Jr: An~ you get it from ~he >11 c>Dp~v? 

Or. SuArez: VerJ 1nexpene1ve ta:c 

HIJ , .Tr: You have hoi" cany oil compP.nles? 
' or, SuPrez : There are at present r1ve large companies . 

!ll.! ,Jr: So H. 1.8 very easy . 
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Dr. su~rez : People do i~ wi~h pl~asure . Five cenLa 
goes to the r edernl Government end three cents t~ the 
St • te IUH the St.!'Le li leo has r tax to build locel roAdc 
"o we vre improving our system ot highways . 

HU ,Jr: Now I .. oul d lll<e to aalt you oocething -- has 
nothing to <10 l"ith f'innnce . You llll\Y not want t.o 1mower. 
Pow do you thlnk t his Spanish thing 1n going to oooe out? 

Dr. Su~re~ : Th8t i s very dtfflcult to answer. 

Hll , Jr: I Jus:. wondered how 1n llcxico the:l felt? 

Dr. su~r~z: ~e aympethi~o w~th the Governoent -- wit h 
t.he AJ.I:I1nla;.ra;.ion. we thin.{ it i s a decocrat.ic adr!t'lta­
tration , WI!G elect.ed by the .Jtsople .• nd we a re ~or the 
Government beoau&e r ebellions ot c111tnry movenent go 
aga1nat the wUlot the oeJor1ty of the people . So we 
nav~ been in favor tor the Gov•rn~ent and &ympEthize sin­
cerely. We ~ve had in the ~a•~ difficulties , the same 
t hin• , military men to get the ar~ and overthrow legitimAte 
Government by force . It 1s n8tural that the feeling ~ the 
people should be tor tho lg1t1mnte a~vernment. 

ijU ,Jr : I was Just curious , bec~use the Spanish aovern-
ijtent recently eeem t o b!' ..:e tt1ng al.,ns much better. 

Dr. Suarez: It eeene o? and we are vPry , very happy. 
~: ~can ' t u.'lderstand •hqt they hAve done "1t ~.>ll. thelr 

&ol d rnd a1lver. ~hey had oo much. 

jr. s~qrez : I thin~ th~• have uced oo~e of 1t, ~ert ,r 
1t, t, buy ~ C1-'l1ti::ms. 

:.r_, :r: 7hey could not have aeed cuch. 

Dr S~rez · I don't thin~ so . I think the~ have grAat 
I:IB or it, of their gold 1n sore lona anJ L:a· rid , aop i.n,; the t 
the Govf'rnment wil l be eble t.o euppreaa the rebellion. 

'!09 

H!J . rr : Th1o ,as Just a sHe t.h1ng, Just a per sonal quf!ot.1on. 
It haa noth1n6 to do - - t he rePson I am tnt rested is becauoo 
it looks as though the Spnn1oh queot1on is going to be settled. 
The price or lYh~at dropped 5 cents on Fr1dt>Y on the e.nn?uncement 
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'hPt the Russi~& end th~ I teli ans were going, to stt down 
end tel~ 1t over . Fr1d~V our wheat dropped 5 cent e , Juot 
on that news , eo lt atfectc our mar~t . O~t t~n dropped 
several dolLPra a b~le and as the newe gets go?d or bed . . . 

Dr. Suare~ : Prices go up , or lown. 

H!.~ , .:r : Oh, :,'ea . It. ca:.tes ,.. t,ret"'mdouo dl!fe!"ence her,. 
and lt CA~eo a trem~n1ous ~1tfer~nce tn the ~'ow of cep1tcl 
here . : t 1e eur~riolng now we are affected • . .. . 

Dr. Suare~ : .. . by lmpendlng wnr ln Europe. 

~!,Jr : I t 10 surprlolng. You ~>ould be surprised. The 
price of cotton nnd copper and all thoce things Just go up 
and down . You c~tn a l l!l'>&t say when Franco has a victor y 
the price of cottJn ~oes up. ~en he loses, i t goes down 
It ' s ree~ly ao . You ta~e our chart and when it goes uP, 
it's ?'ranco nnd when 1t •a d:>l'm ln the vall,ys, 1t'e the 
Go,., rn:aent.. So I am int.eresLed for tbllt ·eseon. 

Dr. suere~ : P.rhr~a 1t t he Europ~an Powers would leave 
lt alone , the Glvernment would h•ve a chance to succeed be­
c•uso she hast~@ P•Jple. It would be quite dl~~erent . 

~:.Jr : As fpr pr I am conc~rn~d, tnl~1ng Just for the 
Treaeury , there l& nothing that I have. 

Dr. SUPrez : I think thl't 18 truP. 
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"'11, :r: Isn't. t.h .. t rl;,;Jot, ',layne? 1'/e h• v<> nothing. Ll't 
eSJt :"r. !.:>c!:!:.eed to eoue tn. I don't. mow of any 

'!'r• o.,ury wo.•rba. I know tl'".t. y:>ur St.R' e D".· r· ... ent pod oure 
have t. .• e1r worrlea, but I don't. lUte t.:> Lllx t h .. ;>ol1t1C!\l 
pn'i t:Le m:mey . Ttey don • t oix any ·-o· t r t~.an on and cl.lver. 

(l!r . !.Ochhel\d Cllt,., in "t this ::>olnt. . ) 

H!! ,Jr: I ""a •· y1ng th~t sa frr ao wo pre concerned, I 
think everyt"L'nF 1& ~o1ns a l ong be•utl11ll.y, PC fRr so money 
s1lv .. r , ~pld. H~ve ~¥e "ny trouble-a? 

::r. :.oc!I!IPP.d: Ever.- t n!.n;; has been w.:rJt1ng :>ut very .,,11. 
Th10be ~ave been clair~ u? oarked ~ro::>erlY . Of c~ur·~, t.h<re 
~~c not been ao ~..ach c'>:ains up . You hev" been tt.klnt! advant age 
?~ the Lond~n oar>et anl t~ t n- &dvan· ~" or t.te London pr ice. 
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ThPr •· h~a been n:> h itch rt till ae !Pr •a I hPve eeen. They 
h v~ b,.en 'nipping to e i ther !:rr Y)r lt ::~r :>enver and it has 
bllcO~ • lm~at automatic . ':'t.cre hr.~> be 1m very littl e exo1 te-
t~~ent . or c::lureP, they m~ctbe shipping gol d up a l ittle . 
y.,u el1ipped some to t.he f'ederql !\Herve in !!ew York . You 
h'IVC c !101r]S goo<' ot·ocl. of ;50!~ tt pre~<>nt 1n t1ew York. The 
a1tuo.tl ::ln ltUBt be !'c.!rly t table. 

up . 
Hli , Jr: You see, I lost. moct of IllY Jwir when sil ver wont 

Dr . Sunrez: I thin~ the aa~e th1~ hPppened t o me. 

WJ , Jr: There ~s re~lly nothin1 • 

'!r. Lochhecod: You .:t:~t:" • .!!". Sec ret· ry, I vel"';.\" ra •el.: 
centi')n ab::~ut !lex1can - !.l'l•'r bc;cc.ure there !s n::lt.'l!.l\o. 

Hl , Jr: we hlotei •• t·et;.y l'r>nd~, WhY d!do • :. they tek .. 
advent~~e of •he L:>nd::ln mar£.et when the price th•re ~as 
better?, wl.ich they did. And 'lUtside or thl>t , Mtl11ng; 
nothin, . 

n•, Tnylor: ?he ll, OOO,OJJ Y'" hrve in !lew Y?rl , you 
pUn to teep thllt. as a secondr.ry t'Cilerve? 
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Itt• , Lu~hh,.Pd : You al'~ ch1p,>lnt, silver t.o San Franci sco? 

or. Su11rez: we have some n1lver sn~ eooe gold i n N~" Yorlt. 

t''· L>c ne~d : That. wae e1lvt>r hold by the !"eder'\C Rl'cerve 
ae nck1ng or geld. ~~t ~~~• held t. the :eaeral ~ serve, 
San rr n··ioco , and ;•ou tu'E' P;.1pp1n&:; th•t. t.o :1 "' York' 

Dr. sunre~ : Yes . 

)11.:_.._,1.!:.: If , "hi le y.)•~ c.:•e here , aJX'th1ne; cooes up , I wUh 

you-would let me ~ow. 

!)r . Slll'r•z: I w1ll, s1l' 

ffi.L Jr: I t hin k I wi ll hf' V<' t he ple• e ure to see you t.o­

mor rOI'I night and tJrs. s uarez. ? 

or. Su8rez: Yeo, 5lr. 
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~rip& to our c~un~ry f or a reet1 

~. Jr: We would l1~e very cuch to ~o , but this s~er 
we a1•e thin"r.ing seriously o:' E;o\ng t.o Hawe.H , but !lrs . 1!-,r­
,enthsu nnd I have o~tcn t.al~ad about. Uexico . Is it nice 
l n t.he •··inter time? 

Or . Suare~ : Yes, very nioo. 

W.! ,Jr: ~~ich 1e a good month1 

Pr . Suarez: In aumcer, when hero in the St•tes 1~ 1s 
too hot, 1n !!exico Y'lt h~tve eonct ime h· '!IV'J showers ln the 
rfternoor. which ca<e it a little bit oore ,less~nt. 

H'J ,Jr: ';Tl':t • a it li.te 'n ::ovecber or December? 

pr. suarez: Beautiful . In J une c~~ JulY you see the 
be• ut itul fl""era we .lu vc ln ..:ox leo . 

If!!, .Jr : I s it very dry in !lovel'.lberT 

Or. Suarez: Yes , very dry. "e hnve some rnore r t'ins 1n 
Oeoomber . In June and July, sometines August, we have 
chowera. OnlY little ones. Wu will have ones that last 
onl y a t ew minutes. 

HLt . Jr: Do they make much ot a celebration of Chr1e tmss1 

Or. Suarez : Yes , and the Urot 01' t.he yep.r . We have 
elsht nays betor• ChriStmas, en•1ng a t (;hrist.mss , balls rnd 
l OCPl <onces , buL that ' s th• r.ee.t before Chrls~mss. 

;.r..: ,Jr: T""-l. cusl. be very r;ic~ . ':re eert.~tlnl:' .. ant to 
co:ae . You see, re have t.h: ee c.~1llren am re hl've t.o d:::~ 
th• t'1 •c w lch the~ nl&o li.to to do and i t's ~ort ~f ~r• 
t.o fit it 1n ~or everybody . 

Dr suare~ : knY time thAt you prater to ~e a trip, we 
would be ver! n&ppy t.o cnt.~rt8in you. 
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HU, J r : I know ArnbPs&ador Daniele h!\s asked us anumber ot 
times to come do wn . 

Or . su~rez : I t hink he io very hnppy in l,!ex1co . We l ike 
him. Ho 18 n very nice , ltind gentlemen and has g1·eat popu-
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lar1ty ~~ong every sort or ~eoplc . 

HU,Jr: He's ao polite and K1nd. Any t1ce, formally 
or 1n!orcally, 1f there 1& aocethlns on your kind, Just 
la. me kno"" or drop 1n. How lons will you be here? 

Dr, Su~trez. : I will &tRY until thP end ~f the week. 

~I ,Jr : If there 1& something , you let me kno?t . 

Dr. Swu•ez.: 1 will, !.:l'. Socretllry . 

oOo-oOo 

213 
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Aprll 30, 1936. 

7rcaa tpe.aa\, Shencbgt, Ohiu. 

t.a 'ftlo Sec"\ar7 of tho 'l'reaOUJ')'. 

t.terri.J>C \o 7ovz .. •sac• of .l.prll 19, 1:w1c NJ• 

be laao el .... dT cabled Choll WoNIJ>C JW nrulh Lollc!DD 

e&leo oric111AllJ -••ted 1>7 J O'Il· !wo a1ll1oll fhe 

lmD4l'M \bouall4 (2,500,000) CI'IIIICOO oold '' 30 oh1111Dp 

pd &e 'b7 Cbuo .. \iollal !&J>lt without ...-.eallq 1dollU\J 

orle1a&l oourc• ou ...... 
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JHTD OP'P"IC& COMMU .. ICATION 
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Subjeo~• Chit\& - l.:oneto.ry attuation. 

Tlhether or not Ch~ will be &ble to otabUi&e bor oxoluul<;o at 
the ourrent 1..,..1 dependo on• 

( 1 ) The aa;;n:itude aDd .U:e-"P ot her aetellio (end 
toreigJI exchan;e) reoerYeo. 

(2) The state or her bucl&et . 

(3) The acrrcent or her balt.Jioe ot pe.yaento. 
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All tbese tbree taotoro are olooely interdependont and eaoh or 
~h• 11 otrOD<;lY t.treoted by end in turn atteoto the political oitu~ 
tl.on in Chlna. 

What 1a the condition ncm ot Chlna' 1 ourruoy reserves, or hor 

budget, ot her bal&J!Oe ot paymente1 

l'lho.t oh&~~geo are likely to ocour ill them durin<; the next ei;;ht 

OIOOtho1 

I 
CRIJIA' 3 llEl'ALLIC u:st!!VES . 

A. At ro.sent Cblna'• •tree.,. reaeryea conalat mt1rol
4 

ot 

&O d and tore~ ex~~e. 

The tbreo Govon-nt 1>l.nD had, on llaroh 28th, 748 .Ulion yuano 
ot not•• outotenditl,;, and a oaoh reoerYe or ~2 al.lliooa ill , old, tor­
lip exchange and aUnr. The reeerYe r-'!uir•&nt oalls tor only GO per 
oont ill oaah . With a note 111111 ot 748 11Ul1ono, the JOillialn oaah re­
.. rvo permitted 11 450 mill10111 • That aeano that Chill& baa only 42 ail­
lion yuaua ot excess reaor~•• or "tree" ~••h· Since her c•ah re1orrea 
alread¥ illoludo 150 million :fUt.D• ot :;ole\ and toreien exohanl>e, a nle 
ot her dlvor hold inS• (at ourreut pr io .. or le .. ) will not atrenr;than 

her "tree~ reaervea . 

It Chlna illtonds to keep hor 4&oh r&~erTD ratio aso.illot note• 
aboTe"tho 60 per ce:rt; roquir ... ent , ohe hao no uoe ~ tor moro 1014 
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1n place or her oUTor. So l Oll, ao the on....,- holc!in&• or the Go't'Orn­
MDt b&nka rmaiD. leas than 60 per cent or her note 1allle , Ch.lna doea 
~ otr..,';then her ruenea by oellinr; har oUnr otoolt o --

But! 

How lon& will her aUnr holdinr;o r•aJ.n bel ow 60 p er cant or note 
1uuef 

Cannot the oaoh reaene requir•en~ be po1'111ttod to drop below 
60 per oent1 

The Govenuaent' a preaen~ oaah r•••rro a1tuat1.on 1a ae tolloWI t 

(All o-..o 1n ,_.ana) 

lot• 1e.u•• ot tho S GOTerment b&.Dka •.••••••••• 
Gold , o!.lnr and toreir;D exoh&n&e re?r'f'OI • o o o o 
Eatlo or reaervea to note 1eeue •••••••••••••••• 

SUYor in reaenos ••••.. ••••••.•....••••••..••• 
Patlc or a11Ter to note 111UI •••••••••••••••••• 
Ratio of ail.er to total reaer.ea •••••• • •••••• • 

Ool 4 1n reaorvca . • • •• .•.••••...•.•••.••••• • •••• 
Jo'oreit,n exohnn&O in reserve• •••••••••••••.••• •• 

Gol d and torcign exchange •• ••••••••••••••••• 
Ratio or cold and t'oreip> exohanse to not•• 
Ratio or gold and roroir;D exohanco to total reserves 

74$ a1111on 
492 • 

66 per oant 

S42 alllion 
46 per cent 
70 rer eent 

S8 a1ll1an 
112 • m • 

20 por o<mt 
SO per oont 

OUtotandinr; note iaoueo or bonko other than throe GovermoJ>t 
bank• on f obMl&J")' 29, 19S6, wero reported to be 161 million. Acalnat 
t h il 161 .,uuon of noteo , ol>out eo a1lli on )"U.anl (Sl$) of ollnr are 
beinr; hold in trvat by the Gon..-t bonn pendiD& eettl..,.nt. 

B. ll'hat ooul4 the Ch1Deae GOYornrtet do to increase ber •tre.e• oe.ahf 

1 . She could obtain aore olhor. 

2. She could roduco tho 111:10uftt or her note• cutotandln&• 

s . She could lo ... r the ,. .. TTe ratio roquircnont bel ow 6Q!C, 

4. She could modity her balance ot p~ntao 
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(1) Bow could it obtain aoro oilverf 

(a) 

(b) 
(o) 

Fr .. eUvor col.n.o bei.D;; t11rned l.n tor notu aod 
token ool.n.o . 

?rca tax oollaotione. 
Ft-... the holdin:;o of the Japanese benJ<4, 
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Thoro au otill 011totandl.n:; trom 1 to 1}- bHHono of oilnr ool.na. 
But that oWG l.noludea hiddon hoardo , ond oUnr coinS olreul&tins l.n 
North China, K"""tuns, and other e.reae not oftootlvoly controlled by 
the Centr&l Govormnent . Tho ailvor tr01~ thoao areas will not bo turned 
in tor a lone time to c011o - it nor. In the tho months eineo the 
natiot1Al1&&t1on of oUver wao l.nalliUrateJ , only abOIIt 160 million yuaoo 
of ailnr have bean acquired, aod of that •ount 25 milliono bad been 
turned over by the foro1&~~ bonlta (other than tho Jopa.ooso) . 

Dur~ tho t irot two • ontho, the b..Lyh prioo of oilver doubtlooo 
aoool>ra&ed ooooo oilnr holdero to •u;&].a out their ollvor or hold lt, 
but in the pelt ffiW 11ontha a low prloa of aUnr hae prn..Uad. Tho 
rata of intlo• of oUver 1o reported to bo ~ to S aUlion yuane a .. et. 

The lNllc of tho llational Govo...-nt r.,.onue h of the typo that 
prorldoo a otea<\7 flOIT of CWib into the Govenment tr.....ury . Tho tact 
that l.n Uvo montha lesa than 7~ a11lion ailnr yuan• -r• dopoolted 
n t h tho bonlto (about one-halt ot the 160 •• axohan;:;ed tor notea, ad 
OoTornmont u:pendituroa did not tal< a tho ton of silvor) sh""a how 
mall wae tho portion ol tuoo ~t.id in ailvor . 

'!ho Jo,po.nose banlca e.ro tho only oMo ~ioh havo not yot turned 
over their oilvor to tho Chinoeo Government. Thoy hold about 10 mil­
lion yuaoa and r efuse to aocopt tho term~ already acooptod by tho other 
torolr;n banlca . \'lhothar Chl.n.o oan oount upon that ailvor to add to hor 
reaorvea 1.n caoe or need ia not yet oort•1n· 

AD increase 1n bor aliTer bold'ln:• inoroa••• the exooss reaen•• 
only it tho note 1eauo doe• not expand at tho ••• tme. For oTory 
hundred yuana of aUvor tu...,.d l.n to be oxohan~ tor notoa, tho axoooo 
roaorvoa are J.noreaaod only by 40 yuan. It the Gon........,t h &<>ill& 
to 1neroaao ita borrcndn~a to tho tull extant panaittod by «dditl.onal 
oaab reaer.ea, obYioualy co .xo••• realrTII will re.uJt . 

(2) How could it roduoo tho note iaauof 

'!ho issue of notoa oould be l.,...roJ by roduoln& loans to both 

Government and to buainu• • 

Tho poeoibility or reduoi~ leone to tho Government is very olim. 
1t 1a moro lil<ely tho.t the Govormont nll inoreaae rather than deoroaao 
her borrowlns• • Contraction ot oradlt to bualnoll lll<fiWiao 1o not likol:r 
to ooour. It would be an unwiao atop to talcO rl!;ht now. It ..,.ld help 
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people to loae confidenco in the currency rerona, and it W<>Uld cr .. te 
aore un~loy::ent and pooror buaineaa. 

Tho r'anaoro Bonk haa already b..., ;;rODtod tho ri.;)rt to iuuo 

50 a1111on •ore yuan or notoa, and thoro io 110 ... idonco •• yot that 

it doeon•t intend to utili•• the pr1Tiloge, 

Thoro raaain allo about 181 aillion notco or other banka outotODd-

111<: that haTO to be oared ror. Tho rooene age.inot theoo 11 50 aillion 

yuano . ilbother the 1'1nal oottl...,t will be ouch ao to reduoe or in­
croaae the e;~ceae Nle.rToa 1a not yet knD'Im . 

(3) Oon the oaah rooorve requircont bo laweredt 

Tho eo per cent roquir ... ont -· !Jopooed by a deorce and oould , or 
oO\Iroo, bo lowered by another deer•• • It io ovcm poulble that 110 

publio ototeoent ot tho ohan:;e need be aade . Bonnr, oo ::moh un. 
certainty preTaila t.l to the auoceae ot re~CJt curl'~oy chan..;es, and 

60 per cent baa been oo lon;.; rogardod ao tho oato min1ml0ll , that it 11 

doubttul it 11 chango could be introduced dur1ll3 a period 111 'llh1olt the 

yuan 1a under proaauro. C'ha.nt;• ot the oaah roaono rt.t1o a.t auoh e. 

time aay 111oreaoe the prouuro rather than relieve it. 

It ai.;)rt be pouiblo to lonr tho rate without dooroaa~.:~& conti­

donoe 1n the yuan 111\an tho pooition or the yuan 1o not threatonod, but 

in time ot •ergenoy tho lonrin6 or tho reoerve ratio cannot be re­

garded ae a aa.te aeanl ot 1noren.51nS the exoeee roaervoa. 

(•) Can the Govo...,...nt alter her belanoe ot poy!!I!DhT 

Sho can inoreaoo tho credit (i. o., •ravorablo") old" or tho belanoo 

or po.y=onto by : 

(,.) Poetponin:; po,ymenta on oamo ot hor forei;n obll.j;ationo . 

(b) Plac~ turthor reotriotiono on tmporto or aorchandiae. 

(o) Inoroaoi.Jl& tho confidonco in tho otab111ty or the yuan and 

thoroby otial.liOtin, an inward n ..... ot capital. 

China • a foreign loan aorTioo tor the whole ot 1938 1a 111 the 

noi~borhood ot 12 5 million yuano , not <>ount1nz tho loans that are 111 

dett.W.t. Ot the 12& aU lion, about 20 million yuan a are due to tho 
United St.too d\lr1n,o tho raaaillder ot l9Z6 on the Fano Credit and Rooon­

otruction Fmanoo Corporation loana. It these aro pootponed, tho d_,d 

tor toro1&n exolw1:;o would be leu by that aount. llone of the rOIIIOoin­
l.ll& p~oota con be dotault~. ao they aro mply oacured by opeo1f1c 

Govel'lllllent rnenuoo . !lor 1a it very likely that arran,;«> onto oan be 

-do to roduoe o.n:t ot th'""• 
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The G<>"rDIIIent could illpoae further reatr1ct1cna on laporte . Tbh 
would be dittioult tor tour re~aona: 

(1) Mil inoreue in reatrictiona will increase the incen­
tive tor emuggli"i• Smuzgl~ ia already very hibh1 for 19~6 
it ia eat~ted to equal one-fourth of the total recorded IJIIporte . 

(2) Further reatrictiona on Iaporta reduce the revenue trca 
ouatcna • Cuate~~a rennue oonatitutoa halt the total re'fenue and 
Oo•or=ent tinanoea can hardly boar further r eduotiOJUO in rnenue. 

(~) laporte h&Ye already been aeYerely reduced , and further 
r01triotiona will not only intertora with her ellpOrt .ulcet, but 
will tend to still l'urther l"""'r the atanclarcl ot lirln&• 

( 4) Mil draatlo llaitation of laporte '110111! be rozardel u a 
ai;;n ot wealaloaa and ai,:;ht ea.ily defeat ita purpose by atiallatin; 
fiizjtt trca the yuan. 

Whether oonticlenoe can bo atimulated autfloiently to induce capital 
to tlo• bo.ok to Chino. clependa largely on tho M1J tho Oovernnont will 
handle ita finanoeo, on the t rend in the balance ot trade, on the price 
of ailnr, o.ncl on the forei;;n support the GoYermont can obtain. 

ConaidC'i.'l& all the "*1' open to the Chinue OOYCirllllent tbrov&h 
whioh ber exc.eaa r•••rro• can be lnoreaaed, oce tact etanda out - - nc:.ely, 
they almost all rCj;uire tt..~. 'rheretore, abould pnuu.re a;oinat the 
yuan occur aeon, 1.,. ~TO between 50 to 100 a illion yuana (15 to 
~0 million U. S. dollara ) to uae in defence ot the yuan. When that h 

gene aho .Ul have to chooeo between: 

(o.) Lowering her <>aah roaerve ratio and thereby reloo.ain& 
aero gold and t onip> excbattgo tor detenoo ot the yuo.n, 

(b) Per:alttln' the yuan to depreciate. 

c. But that 11 true ot onl her reaent ,..,.,...e aet-u • 't!hat will 
Chino. • s roaerYe eat-up be durlns the rct.i:>dtr or e yearT 

That depend a ohlafiy on the GovorDment • 1 lNd.r;ot and Chino. • • balance 
of paymonta . Tho emalltr tho budget d.etloit, tho more favorable ia tho 
balance of payment• likely t o be. The aero f&Yorablt the bo.lenoo or 
po.ynanta , the a ero toreio;n uchon;;e will Chino. han, and the greater will 
be the ueeaa rea en•• . The exoea• roaor9el will b• V"'ter tor two 
reuona: aoro aUYir will be turned in tor notoa booo.uao ot the gr .. ter 
oontidonce in tho yuan1 and acre toreip> eo<4hani• will bt. aoquirocl with 
lepl tender . SU.er ltlll inoreue until it conetttntea by itaalt 
60 per cent ot the n.oto 1aaue, thereby reltuin~ all the ,;old and torolp> 

oxoha.n~· tor deteno• or tho yuan. 
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11 
THE BUDGE'l' 

Tho upenditur .. ot tho National Gonl"Dl:ltmt laat year -r• 916 ail· 
lion yuano, end tho deficit 196 aillion. In ll'o,...ber the Gon.,..1111t 

umounoel ita intention of balancing itt bu<~&ot 1n 18 moo.tha . But in­

stead ot Vorln& loll , tho dotioit gr"' larger, ao.d by J.nuary lot it 

-• eot1ao.ted to be 1&0 million. 

In tho laot ol.x aoatha or 193$ (tlrot halt or ourront tiooal 

year). tho r~enuo trca laport dutleo doollned trcm lSO to 100 aUlioD 

yuano. In January tho dooroaso oh.-<1 ao. """ larger ,..to ot d~cu,.., 
Tho tiaoal year will probably end with a dotioit at 2Q0-250 million 

boOt.UBO in J&DUt.ry a IO.ViJlS of 8S IOilliOD a year -· 1DtrodUCOd by 

eoalin& do"" the mOUDtl M<>oaaary to PAY "" tho prin<>ipal •t tho 

domoatio clobt. 

It p..,...uta duo tho ilnitocl Stat .. are pootp<>Dod, about 20 ail· 

11CIIl yuana will be lopped oft tho 1936-37 do.N.oit. But China it in 

default on torol;;n loao.a to tho mouDt of almoot 1 billion yueno. That 

am 1noludoe tr0111 36 to 40 million U. S, dollars in arro<>ra to JosoriODD 

banlco ao.cl oorporatioDI. Should a oottlcm1111t be made on ~ ot tholl 
dotaultocl loao.a, tho pt,y~~outo oallod tor durin~; tho next year ohould, 

ot courao, bo added to tho deficit. 

Tho rnenuo toraorly obtaiDOd troa tho two llorthern prorlncaa """ 

Tirtually under tho control of tho Japano11 OAOUDtod to about SO ail· 
lion yuan a. Ottoottins tho revenue tro, thot area, tho Contral Gonrn­

mont, i t 1a reported, uaod to spend in that arot. about 100 milliDD 
yuana on troop aaintonanoo, ot•. The r~onue trail th<>ao two Northern 

proTinooe baa oeo.aed to be paid in to tho Ce:>tro.l Gonnamt, but it it 

olaiMd that tho Raticmal Gonnaent upcclituroa in tho11 prOY1no., 

baa doolined trYon a oro . 'libethor that 1o truo or not eam1ot be atated, 

but it ia certain thot aany .,oro Chinn• troop• ha•o bee aeo>t to tho 
North, end that the ro.to or military preparation haa incroaaod. 

thoro <>an be no doubt tho.t tho Nanldng Goftnlmllllt is takin& atepa 

to be prepared tor an outbreu ot hoatUitiea with Japan. Tho prepara­

tion ia lar&oly cl1tEUbed u preparation a&ainat tho C(DIIllliata, but 

t.'>ero ia oonaidorablt pr .. auro aoainat tho Ceo>tral Gonl"Diont to be 
acloquo.toly prepared to dot one! horaol t &&a1nlt further Japaneao inour­

aiono. That aet.no that there io preuuro to inoroue military oxpendi­
turoa. JU11tary expenditure• havo been gre,.tor eo.oh year, an.d it 'IIOUld 

bo aurpritin.:l it the> p;,l1ainary budcot oatimatea tor l9S5-S6 , wbioh 

oall tor a 12 aUlion yuan docroo.ae, oro not found to be an undar· 

eat1Mt•• 

Altosother, China'• bucl,;otary aituatiOD -.Ud han been Yll')' bad 

had the GoYOnaent not 4raotioally rooluced tho GOYO"""'nt lOall 11.-rioo 

by cuttins d""" tho annual poymenta on principle. At it io, tho budr;ot 

dorioit will be creator than laat yoar, but probably not onough voater 

to juatity toara ot intlati=• 
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III 
CHINA' S BALANCE OF PAYWENTS 

A careful eDD~l.n&tion ot tho vw.rioua it•a entoriJI& 1rrto tho bal­
anoa ot p~ta ot Chin& yieldn tho oonoluaion that tor tho oalende.r 
yoe.r 19S6 Chin& wlll ha'Vo -- exolua1To or •mtal ao..-cnento - - on 
adYorao b&lanoo ot p~nto ot tram 1001ro ~llion yuana . 

Tho ehlot ites 1n her balance sheet 1o aarohandhe trade. L&ot 
year her recorded apert exoooa -.a S4S 111111cn, but the oxceao wu at 
lout 130 alllicm u ... tar it tho '"'"'-U lint;, UDdorYaluaticn, etc., wotro 
included, ao they should be when att•ptlne to aoti.o:ata the d""""d and 
oupply or toroi&n axoho.n; a . 

Tho Dec.., bar 19S&, and January 19S8 tizu.ree showed a ...,.ked •han&• 
in trend. For the tirat t1• o 1n ~ yean Chino bad a favorable bel­
anoo ot trade t-.o morrtho 1n auooossion. It looked aa though Chin& 
ai.;ht end the year wi ':h a lllUOh ....Ul or advorao b&lanoe ot trade . February 
trade, hcweTor (¥aroh ti~oa aro not yet available) , showed a return to 
tho untarorabla balance, Tbo il:lpcrt oxceoa tor tho t1rot two aontha ot 
19S8 1a 1 mlllion yuano . •hOU&h thio 1a a 11.1oh caller ucoao than -• 
true ot laot y ear, tho February tisur•• alone were not auch better tball 
February or last year , 

Once aouroe or toroign a~o tor Ch1M laot year -• tho 
~sled a1lver , Smus.;lod ailvor ll!lounted to over 200 a illion yuana . 
BOll' much of the resultant toroiQ1 ourronoy -• kept abroad ( i . e. , tli&ht 
ot capital) io not known, but aaoo or 1t may have boon sol d tor looal 
currency in order t o oollaot tho profit on the ~D~~Mling. 

The other 1tao:~ will not shavr e1.;~>1t1eont eb...,.;oo aver laet year . 

Tbe abo .. • analyall do .. not !Lclud~ capital aovc:=nta . there 11 
little 11.lcel1llood t hat the Cbincao 1flll be able to borrow any cscnold~r­
able .,... troa abroad. Sueh loan• u will be aadt will , tor tl'.e r.oot 
part , be tied to lalo ot cCIIZioditiea . Conaequontl;y the loons wlll not 
result 1n addit1or.a.l aupplio• o: fol"o1r;n oxch&.ll6• for the Cbineacs GoTorll­
.,ent. The loan• will talco t ho tom ot 1ncreacod imports . It io pooo1bla , 
however , the% it conditions o.ppcar te.vorabla to ma1nt.onfUloO of hor proaCDt 
currency position, ocr~c of tho capital that hna £lowed out or China 1n 
the past tow yeara dll return . It ia entirely possible that tho return 
ca pital, plus auch 11:1ounta Chine will be able to attrnot 1n tho tom ot 
1n'Oc..-to by torat&ner• , will be more t han anous)> to oonvort Chin&' a 
untaTOrablo balance ot p~:manta to a ta"Oorabla balmco of payunto , 

It ia &lao pouibla, b.,.,.,cr , that an untaYorable turn of nenta 
euoh as, tor eXII!lplo, 1nareuin6 uceee of 1mperta - will atbulata a 
turther tligllt ot capital . The sll!le toroea wbloll would ot1a.o.late • 
nir,ht or capital tree Chin& would alao chock tho proeentetion ot ailvar 
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tor noteo. Tho Govel"JlCent .Wei not '1><1 &'tile to oueoeoo!'ully resiat a. 
oevore clra.in 'b<l..uoo or her .. a.11 reoerveo a.ncl beoa.use the conclition ot 
her reoerveo will '1><1 no.rrowl:y -tehecl b:y opecula.tora who will l><lc<>"'e 
hea.v1ly bea.rioh on :yua.n oxc~e the aonent 11~ ot onere ""akneao 
in tho underlying situation appea.r. 

The purchase b:y the United States of 6 million ounces ot oilvor a 
month .,,uld not bo enough to protoot the yu&rl rr.., clopreoio.tion it oon­
t.ldllloo 1n tho future ot the yuAil Yiero wee.l<onod . Tho addition ot 2 to 
~million u. s. dollars to Ch1n&'s retorvea or rorei&n cxchonso would 
hardly turnioh eignii'ieant a.clditional oupport tor the :yuo.n unloaa it 
orooted or nrc aocao oniecl or eQile ot a whiob would 

roatoro coni'idence in e a i it of ineee 

IV 

What then io likely to be the a eta.llic roaerve position o! Ch1n& 
e1Q)\t aontho trCIIl nmrT 

~·l 

The following two esticates represent tho likel y situotion, 

(e.) :rr a.ll raotoro diocuooed in thio mmora.nd= are favor­
able to ChiN.; 

(b) :rr a.ll !'actors are uni'avonblo . 

It faotor s are f avor a.bleo 

(1 ) SUvcr aoqnired b:y the Govorment benito 
between April 1 a.ncl Dec<11:1ber Sl , lSU 350 .Ul1011 

(2 ) Imoarcl aovaaent ot capital - (ch ictlr return 
ot tw:ds which ha.d ned Chl.na UM- 36) •· • • • zoo • 

(a) Adverse ba.lanee or p~ento (excluoive ot 
capital aOV's.ent• • • • • • • • • • • • • • • • • • • • • • • • • • • 100 • 

(~) Inoreoao in notes i.uued by the Gov't bonk• • • 326 • 

(6) loouo of 76 mUlion yua.no of token coins ll.lld 
76 • 50- cent ne~ eilvor coina ................... 

(8) Sale ot 40 million yua.ns of eilvor to U. S. a.n.cl 
16 million :yua.ns on the open aorkot ••••• ••• 56 • 
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It the above eix oban&ea oocur , the aonetary pietw-e of Cbira 
e1&J>t aontha 1'ra:l now will be u roll.,.., 

Caeh re•orvwa 
Oold and foreign ex~•· ••••••••••••••• 
Silver ................................ , .• 

Total eaeh roaerTee ••••••••••••••• • • 
Note 1eaue ••••••••••••••••••••••••••••••••• 

{approxaate) 
400 alllion 
600 

1 , 000 
1,075 

Ratio of ClaSh reserves to note iuuo •• 0 ••••••••••••• 9:1 por oent 

" " a1lver " II " " •••••••••• 0 • 0 •• 0 56 " 
" • £Old and roroibP exohon ~e to noto iaaue s " 
• • 

•• 0 •• 

ailver to total ct.Sh reaorvoa 60 • ............... 
(b) If t aotora are unfavorable: 

{ 1) SUnr acquired by Gonrment banka ...... 

{2) Capital aoYment outward {further tli&)lt of 
ce.pi tal • .. 0 ••• • •••••••••••••••••••••••• 

{s) Adverso balenee or payacnt8 {exoluaiYO or 
oap1tal moveaenta) ••• •••••••••••• • ••••• 

{•) Inore~8o in notes i88110d by Cavo""'ent banka 

{6) 188\IO of 26 million yuano or tokan ooina 
and 50-cent new eilver co1ne • ••••••••• • 

{6) Sale or 40 million yuana ot a1lvor to u.s. 
and 6 million on open market , •.• • •••..• 

150 million 

100 • 

400 • 

200 • 

25 • 

45 • 

It the above oix chen~;ee were to ooour, tho aonetary picture ot 
China e!&ht aont 1 trcc now 1110uld be &I tollow1• 

Cub ro&ert'es { &pproxba& to) 
aimta SOO •llllOII 

.00 • m • 
Gold and foreign exehan~• •••••••••••••• 
Sll~or •••••••• • •• ••••• •• ••••••••••••••• 

Total easb r eaorna {in ailver ) •• •• 

{Th1o aos\ID8& t~t China could 1111 SOO aill ion yuan• 
ot her o1lvor etoolt in ordor to obtain the 1old and 
foroip euhango nooeiUl'Y to aoet the &dverao balance. ) 

Note ie aue • •••.....•.•• • • • . • • • • • · · • • • · • · · • • 
950 million 

Ratio 
• 
• 

Ratio 

of eaah reeervee to note ieeue ••• •••• • ••••• • •• 16 per 
" eilver " " " " •• ••• • • • • • •••••• 16 " 
• ~old and tore~ o~oban • to note iaaue •• • • • •oro 
or ailver to total oaah roaorTel • • • •••••••• • •• 100 " 

• 
• 
• 

cent 
• 

" 
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Obvioual y , the Y\l&n exchange rate WOII}d decline long before the 
end of the yoar if tho taotora were unfavorable . 

It ahould be .. phaai&ed at thia point that unfavor able factors do 
net include outbreak of hoatilitiea with Jap~l, or war between Japan 
and Ruaaia. Such an ocourr onco 'II'Oilld alter tho picture drutico.lly 
and the yuan would probably break precipitoualy even thouth China' a 
financial condition wore batter then than oow. and un!'t.'ror-

1111:1orandun the 

analyeia exoludea war. 

Tho proapeot of an outbreok or hoet111 t1u it not recto, but war 
1a not tho only event that oan brins about yuan depreoia.tion. Eoon ... io 
and financial ovonto , if unta.vor able, oan do it eaaily without war. 

COliCLlJSIOll: 

1 . If taetora are faYQra.ble to China -- i . e. , her CourDoent 
rtnancea get no woree, her balance ot p~ente bacaae ra.vorable, a1lvor 
continuos to be turned into the banka at the a011e rate u at preaont., 
and a1lvor doea net drop llUoh in price -- China'• ourrene>y poait1on 
will improve etud1ly, and abe will be able to maintain etability ot 
hor exchan&o without &ey' aupport fra:> ua . 

2 . It tactora aro unfavorable -- i . e. , a. budget deficit ot 
300 million or moro1 an advorao balance of p~enta, a ma.rked reduot1on 
in the amount ot e1lvor turned in -- China' a aoneta.ry poait1on will 
&""" r a.p1dly ...,rae and tho yuan will depreciate. 

s . Our purchuo of r., or oven 10, •UliOD yuan.a or silver a aonth 
will be of aaterial help only insofar a.a~reatea a.dditional confidence 
in the ability or the Chinoa• to aucco .. tully datend ita curreney 

a&a.inat attack. 

If faotora bocaoe unfavorable, the additional toreisn exohanie 
provided by our purohnaea wil l not prevent yuan depreciati on. It taotora 

are favorable, tho additional sum will not be noedod. 

4 . Therefore, our aa•iatan~e to Chin&, unlea• it tekoa the fora or 
a potential l oan of a large alii to China on her uohalo~;o (with 11lver 
aa aeeur1ty). ..uet be wllolly evaluated on the ba•il or the payoholo&ioal 

eNeet . 

The pl)'eholo&i•al etreet bear• on two all-iaportant mattera• 

(a) Tho tuture price of ailver , if our aeaiataneo or aotl~ 
~an be interpreted to be favor able to stability of the pri ce 

or ailvor . 
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(b) 011 the extent to which "" .tand r .. cly to aaeist 
China to 11aintain her present yu.an poo1t1on. 

Kore important ao on aid to China, I belie...,, than purchases ot 
ailver are aotiono or otatament a t hat may obTiouoly bo interpreted ao 
an intention upon our part to ke ep the p.rico ot ailvor otable, and to 
uliot Chine. it noceuary. 

-·----·----:---"-
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April 20, 1936 

Ur. Chen met with t he Secretary , ~·. Taylor, Ur. Lochhead 
and Ur. White todny. A record ot their conversation follows : 

ffi! ,Jr. : I think this 1s a nice rest tor you. 

l'r. Chen: Yes, lt not tor the worlt. 

m; ,Jr. : You ru.ven ' t reall,y worked yet.. 

What do you think ot ~ hunones as to when it 1s 

a ~ood time to sell silver? 

ur. Chen: Very good! Appreciate 1t very much. 

HU.Jr.: And you got the top price! 

Llr. Chen: Yea . 

HU .Jr .: ~P.ow ouch dld you sell? 

ur. Chen: 2, 250,000 ounces . 

!.lr. Lochhead : Frankl.Y, I did not t!link the oarE.et would 
take thiit much. 

ur. Chen: We eppreol&t.e it very much, your suggestions . 

H!l .Jr. : I tell you, l.!r. Chen, that's the advantage ot 
havlng you over her e tor a while. After all, the thing we 
are trying •o do now i• to s tabillre the pr~ce ot silver and 
1t some tellow, some opeculator, thi nks he can make a turn 
out of t.nene conver sati ons that we are having, i " would be 
the woret thins that could happen. 

Ur. cnen: sure! That ' s rtgbt. 

HIJ.Jr. : T.lle worst thing thC>t could happen! It silver 
shot up t i ve or ten cents now, 1t certainlY would not help 

you any. 
~- Cnen: Tn1e movecent 18 good t or silver. we don't 

want 1gb ~tlver. we want to have a price we can hold that 

i8 good tor everybod.Y, 
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Hll<tJr . : Tllll.t. 1 e why I called up t he bovs t he other morning 
and tol them to make t h ta suggestion because the market ia oc 
nnrrow that. I was atrald 1 t mlg)lt. wake up !.!on dey morntng and 
eee it. r.as 50 cents. 

ur. Chen: Yea; yea. 

HU.Jr .: ~ey mu1t. have sold futures. 

Ur. ghen: I have not received a cable. 

ur. Lochhead: I presume so, because I understood you had 
no &llver ,ln the London market and that ' s the future price. 

ffi4,Jr.: Thll.t. is tne future price? 

Ur. LOchhead; Yes; tuture price. or course, ur. Chen , 
thnt ls one point -- th~t you have no stock of silver ln t be 
Lo::tdon market. That. 1B eooething to consider rrc:l an openattng 
standpoint, whether or not you should have stocks 1n varioue 
parts of the world . 

HU,Jr.: It has its advantage& and disadvantages. You 
don 't know whether tboy are going to eell any more? 

Ur . Chen: Still attempting to sell. 

~. Lochhead: nut lf you hn~ 8 limit or 20-9/16, you 
were not able to sell any silver this morning because the rate 

was tl.xed at 20t. 
H:J,Jr.: \fnat 11 tho l!€-w Yorlt equivalent or 20-9/16? 

ur. Lochhead: 45.70 cents. 

!l1!, Jr. : I t.h ink you J ue t caug)lt the market unaware and 
moot likely Juet hit it right . 

l.!r. LOohhet>d: Silver might ho.ve gone up to 50, but lt 
would not mean there wae any greeter de~nd tor silver. 

H:J .Jr.: Now atnce I have gtven you such good advlce, are 
you going to br ing th18 11:mey to new York? 

ur. Chen: I think, ~ und~rctanding ia, we will concen­
trate 1n the Federal Reaerve here, 1n the natural way. 
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H!J . Jr.: Will YO\l aak 1.!1'. K~.tng 1! he will b i h 
coede of this silver to New York? r ng ' e pro-

ur. Cher.: I will ask. If we don ' t hnvo any req\llremen~e 
J~.t•~ now, we don't know yet. 

Ur. Lochhead: It they sold fut\lr&B they would not get 
~oeir coney tor 60 daye. 

RU,Jr.: No, but I would just lllte t o know as to policy 
I would Just like to ~now;roughly it i s a little more than.· 
m1ll1on dollaro; and are they going to brtng it to New York 
and add it to their funds or do something else wtth lt? 

Ur· Chen: our policy i s to work with you. 
q~.teet1on abo~.tt thnt. B~.tt probably in the last 
enoes you do not unde•·etand that; I like, thU 
eay few words. 

There 16 no 
three conter­
aorn1ng, to 

l:!!.!,Jr.: Yea. 
the money here? 

But you wlll ask Dr. !tung about depoe1ti.J\g 

Yr. Chen: Yea , our first policy ie not the idee to sell 
you a lot of e1lver. We went the silver marks~ etebil1~ed 
and if it is stabli ted, the silver has a value. we are one 
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ot the big holders or 111ver and naturally we have big in~ereat 
in that. And you are a bib holder ot silver and we are naturally 
partner in this. So it 18 policy ot Chinese Government to come 
here and CIB.ke contact. We want create understanding eo t hat we 
will know 1n the tut~.tre we can work together. That 1e the moat 
important point. 

The second point, wher~ I said before, we are already de­
cided t o use more eilver, to encourage the use or silver tor 
coJDCero1al arts. our lawe only allow :!~, but after I lett 
China we ere going to ohanse tr:at; we are going to encourage 
more use or silver by the silversmith. Question ot coinage, 
we want to put silver in that. PossiblY we want to find out 
more about it, how we proceed about it. On thi& wo wo~.tld like 
to have your help, your technical help. 

!lU,Jr. : And we haVen't ce.de any progJ'el8 on t h.st? 

gr. Wni~e: We have ce.de some progress. 

HU,Jr.: But you haven't discussed thAt w1~h me. I baYs no 

memo. 
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yr. White: No. 

ur. Chen: The third queet1on, ot reserve tor legal 
tender, amount ot s1lver we should have. Tnat 1& que8t1on 
1nvolv1ng 80 many other cond1t1ons, eo many other factors. 
What should be appropriate amount depends upon the amount 
of o~n!idonoo we enjoy tor the futuro succoso o! our currency. 
If we don 't have attack, probably a little more w111 be quito 
autfic1ent, but for today 1n Ohtna t he cond1t1on 1s not 
settled, not t1xed, unoerte1n. It 1~ et1ll open to all 
kinde ot posc1ble attack. The Japanese s1tuat1on, tor in­
stance. If with these conferences wo should be able to 
create some sort ot understanding, when I go back whore 
the people feel that ever~n1ng 1& all right , it 18 no 
reason to attack our currency. So th1B Cl&t.ter we have 
touChed more or less today, whether or not we have come 
to any conclusion. 

HlJ ,Jr.: No. 

Ur. Chon: There are Just tnree po1nta -- our policy 
from Cnineae Government. And we would like to sell some 
s ilver, but that's not wnole idea. 

llli.Jr.: No. 
J&r. en on: wnole idea 16 1n what way we can cooperate. 

We are new in t h 1a matter of m&naged currency which is so 
b1gnly t.ecnnical question and sometimes we are atra1d we 
are not tully understood, ao aleo wo want to go back home 
w1tb t he understanding trom you and t ollow1ng tne8e tnree 
pol1o1ee we will continue to make oonveraat1one. That 's 
~ trip and there !s no other reason. 

!!!J,Jr.: That' a all rlgnt. A1l I say , ur. Wn1te baa 
Juet given ce thls meoorandWII t n1B morning, Just before yol 
cane 1n which I nave not had a chance to e~udy , and I Just 
want t o 'eay t his to you. Thin 1& a confidential message 

(you eM give 1t to the AJnbseeador here and to Dr. Kung) • 
There 1e a Japanese that ie comi ns here trom London to see 

me. What ' s hie ruune7 

Uf· TaYlor: ur. Yutaro Tomito. 

HH,Jr.: I don ' t know a t h1nB obout it.i 1i ~~~~t kn~~e 
whY he 1& coming. He id not oominB on 1!111 nv a • 
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State Department has asked me to see him s 
something about it, I Just don't want yo~ to ~hi~Y~~~e~r 
am playing both ei~ee. But I can 't retuee to see b1m. 

Ur. Chen: We understand. 
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~- Taylor: He 18 CO!!I!Dias1oner of Commerce end f'1n!lnoe 
at.taclled to London, Parle and New York em'baaeiea. 

J.!r · Chen: Thoy have Financial cou1u1oner 1n London. 

IJ.r. Taylor: 'l'h1a evidentlY is tho man. 

RU.Jr .: He hao never been in the Un1t.od states? 

~- Taylor: Ho has not been very r ecentlY . 
to.clled orr lcio.llY to all three e~:~beoa ieo. 

He 1a at-

H!l,Jr.: I Jutt wanted you to know, ~- Chen that he 
is coming 1n when I get ready to see him. Undoubt.edlY he 
1B cocU.ng 1n to find out what. I e.o doln;;. He is not goln& 
to !1nd out! 

!.!r. Chen: :rea. 

Hll,Jr.: They evidentlY figured this 1s so important 
they will try to !lnd out and it's none or their busineee . 
And if you could find out sooetning tor me from your London 
embaaay, i! the Ambassador could cable to London and rind 
out who 1s th1e man? 

Ur. Chen: Yet . Yea, I will do t o.1a. 

HU. Jr. : Flnd out who 1S tnU co.n. He undoubtedlY 18 
going to t.ry to find out somet.ning and he ion' t going t.o t1nd 
out anytning. I mAy make e. speeoh and eay how r 1.ne I t.n1nlt 
Chlna is coming along rnd ask them to cooperate. 

Ur. Chen: (Laughing) Domest1o bon~& ~111 go UP 2 yuan 501 

HU .Jr.: The onlY important tn1ng 18 I would like to be 
kept tntorPed and I wieb there were eome way to get infor mation 
quicker w11en tho;r do eocetning 1n a1lver, booause we would 11ir.o 
t.o Jmow it they did anytll1.ns 1n London todaY. Tod&Y 1S !!ond&Y. 
I v;:,ulc!. like to know by toni.ght because we 1r0uld 11.ke to know 
before t ne London market opens Tueld&Y, our t i ce, and I don 't. 
know -- you see, tor ins tance, we did not hear -- I sent. a 
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cable to Buck and we got an answer back. When dld you send itl 

seen 
rrom 

Uf, Lochhead: About 9 o ' cloct last n1gnt . (Sunday) 

HU,Jr.; And we had a message this morni~ . 
Kung andtnie is a message d1reotl,y from Kung. 
Buck to me; 

And he had 
Tnie comes 

"Kung appreciates amount or t i me you are givinG 
Ollen and delegatee end says anythi ng you do now to 
help China i s also a help to United States and world. 
He also suggests you r eel tree to ooMrounic9te with 
him on any problems arising trom conversations with 
Chen. He states Japanese are urging Governor or 
Shantung and uayor ot Tsingt.ao to retain custoce and 
other nat i onal r evenues tor l ooal use . Also states 
that Chinese must take stiffer attitude. He asks 
you to let him know 1f any statement from h1m will 
help present administration 1n coming election.• 

And here is anotner message we got from him: 

'Referring to your message or April 19, Kung 
aaye he has already cabled Chen informing you re­
eulto London sale& or iginally sugges t ed by you . 
Two mill ion tive hundred thoueand (2, 500, 000) ounces 
sold at 20 sni llinga and 58 by Chase Nat i onal Bank 
without revealing i dentity original source silver.• 

Tnat•o cve~ft~ I have got. 

ur·rlnen: I wi&ll to read paragraph trom coble the Ambassador 
and ~se received yesterday trom Dr. lung; 

' Referring to your wire 186 glad Chen e~ 
pnnal~ee aim is not get rid or silver but onl7 
obt~t~ narrow r oreign excnange to safeguard 
currency . Says dee1rea t nie clearlY understood. 1 

I did not reel very good last few d~ve beca~ee I di d not 
make tn1a point clear. 

~.; That ' s all r1gnt. We are going along. I t l8 
very Iiiij)Oi'tant to botll of our countrJ.ea. And I want to ask, 
have you made any progress on the study or bow Canada manages 
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iU cUXTencyl 

llr. Lpchnead: We discussed i~ that day with ur. Cben. 

HU.Jr.: Tha~ 1 s clear? And you are givLng that a ~bougbtl 

ur. ~en: Yes. 
is to stu how much 
important. 

Next impor~ant ques~ion tor us here now 
silver to put in our coins. It's very 

Hl!,Jr.: Do you want to take that up with me? 

Ur. Chen: ! think, 1t suitcble to you, I will t~ to 
or. Wni~e or Ur. LoChhead and nave Ur. Koo present. 

aJ&·Jr.: When will you be ready , ur. Taylor? WhY d.on't 
.rou e an appointment tor to1110rrow? 

Ur. Taylor: W.b.at time would you Ulte tooorrow? 

Ur. Chon: Any time. 

l!r. LOO.b.nead: This is going to be a technical talk. 

Ur. Qhen: Yea. 

Mr. Loonbead: I think we snould bring Ulas O' Re i lly in. 

!!U.Jr.: Do you want to 8113 nny particulAr time? 

Mr· Chen: Any time you say. 

Hr· Tft3lor: In the morning or afternoon? 
tnree o'clock 1n tbe afternoon. 

HL!,Jr.: Tl\!lt keeps t.b.e thl.l\6 rolling. 

How about 

Ur. Chen: I 8Jil preparLng to oal<e my report to or. KW\S 1n 
Waan1ngton eo I want to put 1n all the practical ideas and I 
will try to make it as complete as I can, as I know how, so tor 
tnis I would lil<ce to have your ge~tlemen 1 s assu~ance tor tu~ure 
operations and i nclude tecnnical points sa tar as we can think 
about it. So personallY I don 't tninl< tni s missi on 1s finished. 
It will be continued tor some time. We have so meny things to 
work togetner, in common, some things I don't know yet. 
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KY.Jr.: ~uit.e 1'rankJ..y, the t.ning 1e not clear 1n my 
~ind yet , because I have not absorbed it. all yet, but I e1mplY 
feel we are doing everything we oan to advance it. I don' t 
want to retard nnyth1ng. 

L~. Chen: There is one question, I know ae soon as I 
write to Shangnai the Chinese Government, the Uinieter ot 
Finance , would like to find out what io United Statee Govern­
ment silver polioy? 

!!M1.rr. : \fell, we can ' t answer that.. All we can say 18 
we have indicated to you here, over Friday, over the week-end, 
t nat the preeent poli cy 1a we would like to keep silver around 
45 cents. We have demonctrated tbot an4 you have demonstrated 
t.o ue tnat you would like to do it too, but I can ' t say tnat 
t.nat. will be 60 a year from now or s i x montns troo now, but 
oertsinl.Y we have given you a concrete demonstration that we 
would like t o keep it around that price. You have coce back 
and said to us that you are not 1nt.ereat.ed 1n t.ne price of 
silver; you are interested also in etab1li~1ng the price ot ai lver. 
So betwe~n tne two ot us, we can do it because 11' the price goee 
up too high you have silver tor eale Pnd 11' it goes down too 
low we can buy it, so between tho two ot us we can keep 1t wner e 
we want i t. See what I mean? 

~. Chen: Yes . Yeo . 

ffiJ ,Jr.: It e1lver should go book to 42 cents, we will 
start buying and 11' it goes up to 47 oent a, you can sell. 
That•e 1n your inter est and ours , but I can 't give you a 
document and say , ur. Chen, t bia i a our word; this i8 the 
pol1oy. But what. I can do attar I talk to the President., 
wnat I will try to do, before there ia any big change, ~e will 
let you know, but I can ' t do tn~t witboat tbe President. e ~er-
mUsion. 

llr, Chen: Yes. 
beneficial ~o us . 

It i8 tbio contact wnion nas been ooat 

anybo~e~ . 
But You know more about o~r silver policies than 

~. Chen: I don 't know about it . 

ffiJ ,Jr.: we bs.ve t.allted more trnnklY to you tnan we have 
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~o anybody aloe. We have no~ talked uo the Engl ish or to 
anybo4,v . But it is nry d1tt'1oult tor me t o say that th18 
1& t.he policy for the next three years; you can't do it be­
cause you never know what's soins t o nappen. But th1s was 
a very nice demonstration over ~be week-end or what the two 
oountr1ea can do together, working together , to keep t his 
s ilver -- we oan put i t anywhere we want 1tl Forty-five 
oenta ee ema to be about r1gbt. 

l~. Cnon: Yea . Yee . 

~.: Seems to ba aoout rlgnt. 

lolr. Cnen: Yee. This l evel, we can nold that. 

~: .Jr. : Let me read you a cable we receive once a week 
t rom our Consul 1n BOcbay: 

'Although Bombay a1lver market wae or­
f1c1allY closed durins Eas ter holid83B the 
quot ation tor ready rose rrom 44.~ cents to 
46 cents equivalent New York rates on rumor 
tnat an agreement hPd been reached between 
united St ates Treasury and Chinese delesatee. 
On rumor being oontrad1oted market immediatelY 
decltned and c l osed on April 14th at 45.5 cents . 
OWing to better edvioes rrom London market be­
came steadier during latter part or we~k and 
closed at 46.8 cento. Tne exiotenoc or an 
oversold position 1e considered an effective 
1neuranoe ag.a1nst any appreolo.o l a tall ln 
pr1cea. O!~take durlng ~he weak averaged 
230, 000 ounces dallY. Tne auoolt la est1J;ul.~ed 
at be~ween 6 and 7 m1111on ouncr s. 

1 Fe1r acoun~ export buelneeo ln gold 
both tor ready and forward waa transacted. 
Stooke on nand about 37,500 ounces and average 
dally offtake about ~75 ounces .• 

But Ind1a 1a taking over 200, 000 ounceo a 483 and, of 
oourae , trom the Ind1an standpoint if we can keep tbe thinS 
level, 1t' a much better, but, you aoa, we sat a cable once 
a week. I think that's about all. If you people ge t to­
gc t ner tomorrow afternoon and then lf you bear trom Dr. Kuns 
1r they did anything today, or what further they w1ll do , I 
hope yon will let me know. 

\ 

\ 
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r.;r, Chen: All right., 

Ur. Taylor: And the ~tormat1on about the Japanese, 

~·: I1' you know anytnins about the Japanese, let 
mo know . Your London Ambassador m1e;ht know . 

!.!r· Loc~: Ambassador Stft 1111ght know. 
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~- Chen: ~nen I pesaed Japan, they are much ~1nst 
our currency, much against 1t. But now they feel better but 
they atlll do not have much oontldence. 

H!:!.d!.·: I personallY th1nlt 1t very cncoureg1ng that 
t he Japanese are sendlng a man over hero. 

!.!r, Chen: Yes . 

,.Jr.: He 's going to get an oar-full trom me l 
I can o t or you around 1'/allhington? 

~· Chen: Thank you. EverybOdy hae been taking good 
care 0: me . Appreciate it. Alao tho ~oat.her too l 
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In ano~her paper that 1a being eubaittec!. by the Chlne88 

Monetary Dalegation the statement 1a made that the amount of 

go l d and foreign exchange now held by the Chinese Government 

banks against notes in circulation ie relatively small as 

comparee!. t o the amount of silver held i n the same reserve 

against notee. It is also pointed out that if the amount 

of gold and f oreign exchange could b e increased the confi­

dence of t he public in the ability of goTer11111ent banks to 

hold China •s currency at the pr eTailing lnel of exchange 

would be ellhanoec!.. 

The Chi nese Monetary Delegation hue been grat1fiec1 by 

the fact that in several of t heir oonf erenoee with the seore-

tary of the Treasury he has indicated two possible waya of 

helping Obina to solve th1a monetary diffioul ty: One of 

th .. ie for t h e United State• Trea8U7Y to buy silver on 

monthly instalments f rom China, giving in exchange U.s. 

funds in !lew York to help s trengthen China ' s currency 

reeerTe; the other 1a for the Ohineae GoTernment banks to 

ebip eilTer to San Frano1eco and ]!lew York , to be taken in 

ouetody of by the Federal Reserve bank• there, and arrange 

for credit facilities against the silver t hus shi~ped. 

pursuant to the request of t he Secretary of the Treaeury, 

the 
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the Chi nese l.tonetary Delegation are eubm1 tt1ng two memoranda 

eignify1ng the i ntention or their Gove~nt to enlarge the 

uee or e1lver in China as well aa to maintain an independent 

policy ror the Chinese currency , in order to furni sh the 

baeia tor discussing the two possible courses or action 

euggeeted by the Secretary of tho Troaoury. Believing that 

the cont ent ot the two memoranda will moot the approval or 

the Secretary of the Treasury , the Chinese l.tonetary Delegation, 

on behalf or their oovernoent, beg to subm1t the followi ng 

proposals tor his sympathetic consideration: 
/• 

Firat , the Chinese Gove~nt, through the Central Bank 

ot Chi na , otters tor outright sale to the United States Treasury 

the amount or 75 , 000,000 ounces or eilver, being part or the 

cash reserveo or the government banks ot note issue. The t i me 

or delivery, the pri ce , as well ne tho method of payment shell 

be fixed by mutual agreement . The proceeda !rom this sale will 

be depoeited by the Central Bank o r Chi na at the Federal Reserve 

Bank or Hew York , to be used tor the expressed purpose or stabi­

l1zing China 1 s currency. 

Secondly, with a view to providing an additional guarantee 

against unexpected emergenci es, and in order to be able to show 

in the publi shed statements ot the government banks a good i ncrease 

i n the holdi ng of gold and foreign oxohange, which the above 

arrangement for the sale or silver wi ll not be able to r e r leot 

because 
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because the payments or the proceeds wi ll probably be =ade on an 

instalment basis , the Chinese Government wishes tha~ the Central 

Bank or China, as the representative of the government banks of 

iosue, be allowed to nego~iate tor credit facilities at the 

Federal Reserve Bank of New York , or the Federal Resurve Bank 

of San Francisco - whichever is designated by the u . s . Treasury -

with silver as collateral security up t~ 50, 000, 000 ounces . This 

s ilver w1ll be shipped over in t he form of unrefined coins to 

tho United States . On t he question of legal technicality Chinn 

hopes to be advised by the u . s . Treasury 8s to whether 8 re-export 

license needs to be applied for before the shi pment of the whole 

lot of 50, 000, 000 oan be made . 

The sums involved in the above proposals are calculated 

to be sufficient to meet China' s present requirements of exter nal 

funds for monetary purposes . That the amount offered tor sale 

is not too great can be seen by the followi ng calculations ! 

At present, t he three gover nment banks i n China hold about 

Yuan 395 , 000, 000 ot sil ver against their note issue which has 

recently reached about Yuan 780, 000, 000. The nationalization 

programme is proceeding at the r ate ot Yuan 6 , 000, 000 each woek, 

notes bei ng 1saued against silver coins taken ln. Taking 25% 

or the present nota 1aaue as the amount of silver to be kept 

in reeerve, and allowing the new coinage programme to absorb 

nationalized 
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nat1onal1~ed silver in tbe future , there is lett free and available 

ror disposal Yuan 200, 000, 000 ot silver equivalent r oughly to 

150, 000, 000 ounces . This quantity i e twice the amount China otters 

t o aell. It 1s also larger than the combined amount ot the white 

metal Chi na otters tor sale and as collateral against credit 

f11c111 tieD. 
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I 

The convereaticne on Ohineee currency now being held 

between the Ohineee llonetary Delegation and the United ' 

State• Treaeury bue been found aoet ueeful in bringing o 

light 6bina1 e present urgent neede and the stepe abe 

ebould pureue in etrengthening her currency poeition. 

240 

Ae Obina1 e note iesue 1s covered to the extent of more 

than 65~ 'bJ a caeh reserve composed mainly of silver and 

to a le11er extent of gold and foreign exobange, 1 t 11 

moet eeeantial for her to achieve two objectt•ee in 

order that the confidence of the public in the new cur­

r ency may be maintained and further inoreaeed. first, 

t he value of the white metal should be stabilized at 

around either t he present or a higher level; secondly, 

the amount cf gold and foreign exchange held in the oa•h 

re•er•e again•t note issue should be eutf1ciently in­

crea•ed eo that there shall be no doubt in the minde of 

the publiO as to Obina ' • ability to bold her currency at 

the prevailing l"el of exchange, While the •ethoda of 

achievin; tba aeoond objective will be the content of 

another paper, in the present •emorandu- the Cbineae 
Delegation 
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Delegation • 111 offer, on behaU of their Go•erment • the 

waya and meana of acbifiYing the firat ob jective which baa 

been the policy of the Unit ed Statea Go•ernaent during 

the past three yeara. 

II 

1f1th a new to etabilldns the value of silver, Chi 

agree• with the United State• that the use of t he white 

metal should be widened. t n tbia connection China 1s pr .. 

pared to undertake the following three etepe: Firat, t o 

11f t t he preaent limitation on the uee of silver in arte 

and induetry i n Obi na; eeoondly, to COIIIllmOe in t he 

iaDedJ.ate future the coinage and ci~~~~ 

•er coins, of the denominati ons of~~~ne 
e11-

Chinese currency; and, thirdly. to announce formally the 

maintenance of a definite ressr•e in eilver, along with 

gold, foreign exoh8118e. and other collateral&, against 

110te iesue. 

Ill 

1'he uas of silYer in arta and industry in China hal 

been an old and establiahed custom and Chinese silverware• 

ha•e alJraye enjoyed a reputation and preatigfl for t heir 

artietic .alus. Since the ado~tion of the monetary reform, 

the Obineee QoYern~~ent hac ! saued an order reetriotins the 

finenese of eilnr used in arte and industry to 3~. in 
order 

\ 

• 
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order to prevent boarding of eiber oo1ne and to insure 

the euooeee of the nationalization prograame. With the 

world price r11111aining stable at the preeent level China h 

no longer afraid of hoarding and 18Nggl1ng of sil•er. The 

Chineoe Govern~~ent is ready, in order to prove ita 1nr.~ra.. 

tion of uaing more silver in China, to rescind the restric­

tion order on the fineneee of silver used in arts and indue­

try. It is certain that this action will result 1n an 

inoreaeed oona1.111pt1onot the white metal in China. 

IV 

The Ohineae Governm~rnt haa ~ '1'Kn order a to the United 

Statu Govern~~ent Mint in Philadelphia to make e~:ete 
""-/~ 

of diee for the coinage of two ailYer coine: th~ 

pieee and the 1 yuan piece. Th e Chinese Delegation have 

recei'Yed definite instruction• from their Goverllll~rnt to 

etate that the Ohineee 1 yuan piece shall contain at leaat 

1311.2~ grains of pure ellver, and t he 50 oent piece, at 

leaet 69. 12 grains of pure ailver. Aa eoon as technical 

preparations allow, the 50 cent piece will first be coined 

and put into circulation, to be followed later by the 

~ 1 yuan pieoe. These ooina haTe a monetary value for ell-

1' Yer at ustl.O~ per ounce of all ver. 

The preeent capacity of the Central llint at Shanghai 

ia about ~ million pieoea monthly incluc11ng the neceeeary 

amoUDt 
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aeoun~ of IIUbeicUary copper &D4 r.ickel coinage. The 

llini"rJ of J'inance 1a making plane for ~be r econd1 tion­

ing o f the minte at Rankow and Obu~!:ing. When recondi­

tioned theee minte will take oYer from t be central l.!int 
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tbe taek of maki ng copper coins, leaYing the latter to • 
bear the sole reaponei bili ty of malting eilYer and nickel 

subsidiary coi ne. 

The Obineee Government hopee that by 18au1ng 

200,000,000 piecee of each ltind < f ooin during t he period 

of inception, to be fo llowed each year by eay 50 ,000,000 

pieces of tbe l yuan coin and 100,000,000 pieces of tbe 

50 cent coin, 86 ,000,000 oUDOee of eilYer will be req~i.red 

for t be initial period and }0,000,000 ounoee for each 

1111cceed1ng year. '!'bat t be Chinese people in nor mal tiaee 

can absorb great amounts of BilYer currency can be aub­

etantiated by tba following facta: During the ten year• 

1922 to 1931 there wer e illlported into Obina 750 ,000,000 

oUDCea of ai lYer tbe greater portion of wb icb went into 

the inter ior in t be forma of ooina. When economic deprea­

eion came to China no leas than 300 ,000 ,000 pieces of 

ailYer yuan flowed back from the i nterior to the Shanghai 

financial market during the yeare 1931-35 . Since the 

order for t be nationalizatite of eilYer we.• ieeued on 

!loY ember II-, 1935, old eil•er yuan at the rate of 6 ,000,000 

p iecee each weelt baYe flowed into the •aulta of the goYern-

ment 
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aen~ banks. .t. ~reaendoue potential requirement of hard 

ooine muet ba•e been elowly buil~ up during ~he laet fi•• 

years, inteneitied still more by the recent nationaliZa­

tion progrt.llllle. On top of the potential demand muat be 

added the requir8lllent from t he oont8111plated 1110ve on the 

part of the OO•er1111ent to substitute the new coins for the 

1 yuan no~ae iesued by the banlte in China. tbe amount of 

this kind of money now in circulation ie approximately 

Yuan 130,000,000. 

It ia evident from the above mentioned facta that the 

amcunt of the new silver ooina can be increased very muoh 

before a saturation point 18 reached and no more silver 

needed. The Obineee Government, however, prefer• to pro­

ceed with the new coinage progr&Dillle in a cautioue manner, 

realizing that public acceptance ie usually hesitant at 

the beginning, and alec t hat counterfeiting is a serioue 

problem that warrante more than ordinary attention when 

the new ooine are fir" issued. 

v 

The practice of maintaining silver ae a part of the 

monetary reserve of the nation wall adopted by the United 

States in 193~. .t.e an evidence that Obina is in agrenent 

with the united Statee in this matter, she haa decided and 

will annoUDoe, as eoon aa co:nplete accord ia reached in 
the 
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the Waahlngton conversations . the formal adoption or ma1nta1n1ng 

at least 25% reserve i n silver agalnst notes outstanding. uaing 

for thls purpose the old silver yuan - wbich has a bullion value 

10% above i ts monetary value - until such a time when the change 

in c i rcumstances warrants the use or another method or valuation. 

Aa there are now iaeued by the three government banks legal tender 

notes to the amount or Yuan 780, ooo,ooo. a lll.l.n1mum amount or 

Yuan 195, 000. 000 in silver would be kept in China ' s monetary 

reserve . This announcement when made will afford conclusive proof 

of the contention or the Chinese Delegation that Chlna does not 

want to d i spose or all her stock or silver. It will also give 

strength to the price structure or silver. because. aside from 

allaying the fear of dumping from China. additional silver will be 

required by her ae monetary reserve tor the future expansion or 

her note i ssue . Such being the case . this action of the Chinese 

Government will prove to be an important factor toward the stabi ­

lization of the white metal. 
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In the course of the oonvereationa on the Chinese 

ourrenoy between the Chinese Wonetary Delegati~n and the 

United States Treasury the point hae been raised that while 

the official declarations have claimed that the Chinese 

currency bae an independent statue , yet in all appearance 

the Chinese yuan baa maintained a fixed relationship with 

the Bri t1eh pound aterlins einoe the inc eption on llovember 

~. 1935, of t he new 80netary policy in China. The adrtoe 

wae alao given to the Cb1Deee DelegaUon that CbiDa could 

pureue to great advantage the poliCY now adopted by the 

O&nadian Government of makins alternative ob.angee in the 

canadian e xchange rates on LondOn and !ew York, eaoh cbanse 

being dictated by Canada's own needs thue ehow1ns unreservedly 

the independent nature of the O&nad'sn dollar. 

Th e Ob1Deee Delegation h- einoe tran8111i tted the above 

Tiewl to their OoTernment and aeked to b e i nformed of the 

conditione under which t he rate "f exchange on LO ndOn aa 

poeted by the central Bank of China would be changed. The 

following reply and undertaking baa b een receiTed from the 

Ohineee Government. 

Wben the Ohineae Go vernc1ent decreed, on November 4,1935, 
that 
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that the three go•ernaent banks ehould eo act ae to hold 

the exchange •alue of t he Ohineee yuan at the then prevail­

ing level, the rate on New York wae fixed at 29-3/~ 

(i.e. UBt29.75 equall Yuan 100.) and the rate on London • 
at 1/2-1/2 (i.e. TU&n l equals 1~.5 pence). These two 

rates were fixed to correepond to a London lfew York erose 

rate of ~- 92 pre•a1l1ng on the e&!lle date. They remained 

the .ame for alaost two months when the London !few York 

orose rate fluctuated within a small range. Howe•er, 

towards the end of Janu&ry 1936 the LOndon New York cro81 

rate went up t o aboYe 5.00 and the Ohinese Government 

banks were taoed with an embarrassing situation. .le long 

a8 the official exchange rates on both London and !few York 

remained unchanged, the speculators doing exchange arbit­

rage operations could demand the right to sell American 

dollars to the go•ernment banks against simultaneous 

deaand for the right to buy Englieh pound sterling from 

the banks, at the respective buying rate for American 

dollars and selling rate for pound Rterling posted by tbe 

central Bank of Ohina. E1 tber the rate on London or that 

on !fell York would have to be revilled if tbe government 

banlcs were to avoid loeee8 r esulting from arbitr&ge oper&­

tione of the epeovlators. As the Government wae tben 

ohie!ly concerned wttb preserYing the value of the Ohineae 
currency 
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ourrllllOJ and was unwilling to give the public the impre .. ion 

that the Chlneae yuan would show a downward revision of •alue 

eaoh time the London !few York oroae rate changed, the rate 

on London was not reduced but the rate on l'law York wae 

revised upward early 1n J'ebruary thh year. Since February 

13 these two ratee have rema.ined umbanged at 30 tor the 

American dollar and l/2-l/2 tor the pound eterling, while 

the London l'lew York erose rate baa fluctuated between 

5 . 00 and ~.93t· 

~· long aa the London l'lew York oroaa rate fluctuates 

within the above l11dta Cb1na 1a exchange rates on both 

London and l'lew York will remain the eaae aa at present, 

Should the London !few York oroae rate go down to ~-92, 

wb1ob waa the rata prBYa111ng on November ~. 1935, when 

Ohina adopted her currency reform, then the central Bank 

ot China would reatora the rate on !few York back to 29-3/~. 

the rate t1xed on No•ember ~. 1935. 

It, a.tter the rate on uer1oa 18 restored to 29-3/~. 

the London Jrew York oroee rate ebould go down further 

r eaching eaY ~.88, then the Central Bank ot Ohina would 

make a reviaion ot the ott1c1al rate on London trom 

l/2-l/2 to eay l/2-5/8. leaving the rate on !few York un-

changed. 
TO 
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To eua up, the position chosen by the Chinese OoYernaeDt 

with respect to the exchange rate policy is as follows: 

As long aa the London !lew York cross rate fluctuates 

around ~.92, the rate prevailing on November ~. 1935 , then 

China will keep her exchange rate on London at 1/2-l/2 and t~ 

on Jew Yorlt at 29-3/~. both being the original rates ruling 

on the firet day of the o...:rrenoy refora. When t he cross 

rate goes &boYe ~.92 to such an extent that operators in 

arbitrage could profit at the expense of t he gove1'1\lllent 

banks, then the rate on New York would be revised while 

that on London would remain unchanged at 1/2-l/2. On the 

other hand, should the cross rate fall below ~-92, reaching 

~.gg or even lower • then the rate on London would be changed 

while that on Jlew Yorlt would remain unchanged at 29-3/~. 

To cbange the rata on LOndon now, while the cross rate 

stands above ~.92 and the rate on New York at 30, would 

lead to appreciation of the Chinese currency in terms of 

both the English and American ourrenoiu abOYB the leYel 

ruling on November ~. 1935. such an action would be open 

to objection by the Chinese public. BY the same reaeoning, 

to alter the rate on New York downward to below 29-3/~ and 

not that on London, when the oroee rate goes below ~.92, woull1 1- to auapioion on the part of the public that the Obinese 
For tha 

Oovar~aent might further depreciate har aurrenoy. 
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ealte of upholding public confidence t he Chinese Government baa 

adhered t o t h e policy, atter bringing t he value ot the 

Cbineee yuan down to the level ruling on November ~. 1935, 

ot following either the English or the American currency 

whichever is comparatively dearer in valu e in their daily 

tluot uatione above or below t he ratio of ~.92. This policy 

ie merely a 110due operandi calculated to uphold public 

confidence in t h e Chineee currency tor the t ime being. I t 

ie altogether diff erent from t h e pol i cy of linking a cur­

rency to another one , i rrespective of whether the latter 

a ppreciate• or depreciates in regard to other cur renciee. 

The Chi nese Ooverm ent ie at full liberty to make revilion 

of r ates when conditions warrant it. In substance, the 

Chinese and the Canadian policies are essentially in agre .. 

ment. 

As pointed out above, the policy of always showing t o 

the pUblic either one of the two original r ates f ixed on 

• ovember ~. 1935 , (i.e. 1/2-1/2 on London and 29-3/~ on 

•ew York), 1e calculated to uphold public confidence. 

Should the confidenc e in t he Obineee currency become 

unequivooably etrong, then the present pol i cy may give 

way to a nell one whereby China' s ratee on both London and 

Iew York aay be different from eUber of the two original 

ones ruling on November ~. 1935. such a etep is oonet dered 
to 
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~o be iropopor,UDe at the preaent aoment. At any :ra,e, the 

i ntention of ~he Ob1neee Go"er1111ent 1B quae clear. The 

Obi neae yuan ie ~o remain independent in terms of other 

ou:n.-enoiea and ia subject to change aa oiroumetanoee dsand, 

At the conclusion~ the present oon,.ereationa here in 

washington another deolarat1on will be 11ade by Ohina to 

rei terata her old stand. 

' 
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u u u ,..._t.4 t ar ~\loD. (I) ot \&8 tl,ooo,ooo,ooo 

1-, .U h te bo ued tor roplar r~ a.uat aDd t.llo 

..... ~ ..,.rtleud to \llo State• f er t.llo1r Hllaf pvpe-. 

/fb ... t11a t. \llo 1a te lloue\U7 leo41a wu re.,.ui bla tor 1 t.e 

• N' 1 
0 
..._. \llo •h ooal, u \IMiJ ela1a, at at 1 ... \ \line 
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n ' 
a 7 n uriN a \ Jab \MaJ7 or salt-Uq-aldaU.. aa-1p, 

*'* a. ..u.. .,.....,..u• (4bappeuuc ~) t~ .. 

-~U. or \1M •l.SlarlU .. u4 ditt~ bet..._..., 

d- Sa \bat u ~ - .... • t.7ad me • 111\.lllooat .. un.r.u.. • 

.._, u- M witwrua ,.,_ \ba .uket. n.._t. lese or ftlM, 

~ peeit.Ua ...-r&d to \ba ower ot cead• or son1 ... , 

• *' .- lat""" 11au51s ~a.- pu-1od.llll'llT. rue .. 

Ilia •'-U.. ol visM Uld doprosa1ouJ-~ .. bel1oTod 

\1M am-ltr le,r Sa \1M propsui V ot MM7 _,.. t.s boMrd 1 t, 

- wUl. nue deW ~p, *'* b \1M -..rlo\J pro,....S liT 

a. .. n ... \1M ~ ...nav or ..U...U.."llldat.UC ..n, ll7ad u 

a J ... Autri&, ....,.. llis iatl- ... talL. 'I'll• oladoa 

or • ,....u- ~, - t.e .............. roll ... .....-OT 

1 o Sa ..nata llaiW 1\otM W.. to bela .. t. llsl!luupt. 

-'dial '"" '-· 
I\ is Sa-U.. to Mt.o \bat 1•..,.... a.,-. Sa 

Ilia 1a..n --. .,.. G n1 ...._,. or .., : '• la_, _. 

5 .,., --t.o tam 1t17..,.. lh7dl ' • • ...,._u.s • \1M 

..... -..a-.4 -~ ........... at .... .-Ida& ......... \1M 
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~U.. \bat .....,. h aot 01•.•• ill ~. r .. p.ct llllt 

o.l,J- ..,.S. w oU..r tll1a&•· Tho Brttia o~rt • .,.. 

8q8, • ,... J'fl, 'Uio icloa bel11nd ot.Mp 4 __,- 1e -..s. 
U 1o • '1 rl peoda.lo \bat- atpt be tOWid to ~pq u 

• • ..... \ .-lo. 0 lo f ..,oro a rete of ·~ t.u -aaal te 
Ule olU'fereDce bet1r- tho "'JM'OD"t iAtor .. t ra te &JI4 t.ho 
~t. Ml'(bal ettlai-v (;.roducthi~) of oapUal. 

The twadra~etal 41tfloull;)' wiUI •111 qotea ot fiat. 

-.., or oarlp (ebioh h of oouroo a fora of tie\ -•7) 1a 

\bat 1\ lo 110t0 l.Ula tol40 w'hn..U1 aco.pto4 withoQt 

..-u... Oeul'61 ecoo:~tuoe of 0111 ourNDt)' lo, of COVH, 

pea~ fooiUte\eCI b)' CS.~ it. l01al \eG4er. For Ulio 

r--, the ~ of Protuoor 11abtt for • ut.loaal heal 

toeMu 1- Of Mlf-ll iuid.atiq ICrip W'Ould 1 1f adopted, 

M _. praot.loa.l tJum a loccl. •oh-. Oa the otller lwl40 

\.M floUr propoMl ....u4 be, ot cour1e, o t~ iotltU. 

~- ..U pn~, .t.ori- pollUte u4 a-. ulvw beiJ11 

lllat. -..,.an, "-' to ~ poNUOOt aiaoo- ...S IJ'Mt.el' 

.n. SOR" O ..W preMW., follew .,. ....... ..uo r*'-Pt1Gou 

of ~ 1-. Ia 011¥ ooM, t.bore 1e aoo • -ai• for a 

Mu.-1 1- (ao•...u.a te t.U teru of tile J i .. r Wl) 

alaM taot priM JAftl bN alreedJ ri- te 10, looill th'-· 

WlaU.. t .... - ianaU.J .._, ..... 10 u ............ 

• 
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A. looal """' ~ ..,.~ u oll4b ao oll.lot"' tuporarll7 

la Ba..-4n ... ~ h MD7 other -11 towu ln 19)2 &114 19H. 

&114 IUOh ao DOW •ht e la a rutr1at14 er10 ol Chloa£0 , ~ 

'bo •4o lepl t .. 4 ... 'b7 ... 7 a'lltborlt)' OltOipt CO!IVOII o The 

pl ... p ropoel4 fw t'- l>letrlot ot Col.,.la 4011 DOt oootlllflah 

that the 10rlp lhall 'bo .do local tn<lll'l lt> tut, lt 11 -

"'" to 'bo aoooptl4 la pe.,-t to>- etape ""loh aro r~qulrl4 

to 'bo attlxe4 to ll; u oh w .. k. f hh ot OllliO •t .. l ally Ualtl 

lh ao#tpta'blllt)' a M hnoO lt I ftllllo trYill tboll!ill a Dusblr Of 

..,.ollaoh lo tho ~htrlot axpre•• thelr wll1lii,;Jio01 to ten lt 

1D tho bopo that lt wlll laoroue 'blaliiOIIo Unloll adher..,oo 

ot praotleall.Jr all lt> t bo e letTlot 11 o'btalftl4, t ho .. 14hwiiiC 

will t1.11d lt 1Jopo11l'blo lD ao• t ouu t o oootln"' to aooept 1\ 

111 wlliai ted UOWltl • 

ltwoll tot' oM !jdllolt l ortp 

lh.,._er lllf- llqu14otiJII oorlp hU 'bom trlej, l t hoi 

bon to'I'OC'I4 1n , ..,oral b)' t bi> N 'lbo ban 11otbh ; to loll, on4 

u.-lly 'b7 rollof outllorltln .eo ooooolYO of lt a• a o-nl"'t 

oolutlot> o f tholr probl•· A •lll')'i"l nu:llur ot ....,..,. .. aro 

-111 touad to f a'for 1t whore lt bao 'b otm t r ll4 , booa ull lt 

lou al'ftl'l 'bo"' propo11l -. b111lMU o0114ltlOG• - · at a low 

ebb ..U tllo otorM:01pero oll&obl4 at tllo propoeal ao ottwlll& 

tboo bopo of .UalatliiC h alaou. fboro h al .. a11 ol...- La 

ooort o~t)' t a ..,..l.al M7 aort or latlatloe f r opoeal Oll elM 

2Sl·• 
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pr1Miplo \ha\ 1\ a \1Mbht I:Mqo u tar ab•4 ao tbe1 oaa •••· 

'- otb .. abr-er a1D4o f'anr l atlat1onar7 prapo•lo with tho 

tlloa;;ll\ that t h"Y m- -to tab M-raata&• or thea w oaa • 1et 

0"" la tlM0 • Pla&ll7, 10110 Of thO lAtla\lO!IIlrJ pr oponlo for 

4&\..S Mlt·li~oltla\~ oorlp ara taYor..S 1>7 partao\17 boMet &lid 

.. u -Dlll& people • bo are iapr .. oo4 w!.tb tbo aioorJ of tbo ..,._ 

.-pl0Jo4 ... ~ tho 4otloloooloo of tho prooont ooonoalo 170\.,. aa! 

_..o are oltbar DO\ taaillar wlth ooonoalo hl etor7 or bollaYo tho~ 

"tbil oo.oe will b o ..., ox .. ptlon. • 

Oppooltl"" t o urlp pl...,. h l11tal7 h bo tooll4 " """"'thou 

oppooo4 to q latlotl 0MJ7 propoaal , oad oo,. l oto c-a111 ot 

tMoo .... ban a oorlooe atoka 111 tbl proooAt ooo..-io q ota. 

llao b aoft l bu4o....S 

M rlp pl.,.• lo O- ft1 &lid Auotrlo -• d\lo to &•"-tal dooreo . 

1\ ~ bo -tl• -.lla to tlad out t r• tho utbort\101 is t.,.,ao 

o.arioa oxaotl71fll7 t M .. ...,. ... -• hwo4. 'l'ba ri•h•r ooh.ool 

att rl-• tho w pproooloa to tho -up latl•onoo or bo.Jslrore oo 

tha ' """"-"" , aftd tho bankoro opporontly haYo ootl\1"' t o oay 

tor publlootlon. lt M:f bo talcoo t ot' '"""..S \bat llaDicoro lo 

~ ~ and Al&otrlo eppo...S tlw Mrlp plaa &lid that tiMf 

11a4 oolthh ........ .__, t horo "'" oleo oo ~t ... otnoll 

.,.. oo..U r•oona ntr Uo -w-oolnl ethorwiao , 1t -ttl -

that tboro ..,..ltl boYo b- .oro JIOPillar oppoaltioo t o tho b&al<ora 
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\'Ma til- 1e_. h lien 'b-. !bat t h • &• oral p~abllo t-Id 

t o """" wltl\ tile Uakere rather tbu •ltn the Ooulllhe ,...., 

appa.rltlt tfooa th• t.n thlt 1D all tho u .. b1toro tho ._,._., 

19 31. h•ree lD a-., IUI4 th• 19}3 dMrll 1D louetrla, til• plan 

bad 'be"' ~optld la •17 toe w threo toea la G-.>7 aa4 oa1y 

one 1A Autrla. lt till Wara 171t• •• redly oo bmort.olll la 

SeJr.alllkirollea &Jill \a Woercl aa elal .. d by lto eqoaeato, 1111)' 

•o 1 t not oltortly adopted 111 •"7 otll .. oo-...Ulu T It 1o 

hlrdl7 poulble thn tll o baal<era ou be oo all po'O'ert'lal ao to 

pr ... oat a dltoral- p-oup ot people tr• ontlac up a aol'lp 

171\n u loft& n lt h le&al. !11"7 Ud aot prnmt lt la 

S.h-.....tir eh• f or •- tlv• ,-aro and aurelr """ .. ot han 

beea other to•nu ola1larl y altueted wh1re lt """' han boon 

•".,ted. 

! M reaaoae tor the failure ot tile _.,ou• ahort• lhed 

Mrip pl- la tM llaltld St.at01 ..-ala to bo ebroa1oled. 

Deftalte reaaou ar•, llow ... er, ar:a- <lily tllo 071t• f a1le4 la a 

III:Sb•r of oa11o. Pallia& onJ' tbe ..... ,. *''" do aot apply 

to t.'lo apeol tlo plao t or 4at•.<t oorlp u...s .. t11o111 oolo u, H bao 

boen tOI&Dd that tho fol lowiDC 4\ttloultloo aro oreotldo 

( 1 ) A 41tt1•U7 omqueetlo•"bly MleOIUitlred by al l 

1-1 11rlp plaao h til• f a it tbot no l o, al o~ty Ud~ h 

eolt•INfftol•t. e.• 1t all ot the to-• o olth• o a10ep\ tho 

Hrlp. - h ,.,..- to M •A• tor coeh __ ..,.117 pro41lold 

• 
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D~Roldo ud tor otllw paJ•-• duo to oo•toidan 1 !Ida_,- llft 

bo a .. rloua -ttor to • P'l"eJor ot .. r.-ioea or .. ,. ... .,.u .. u 1 

lo .. l 1a<!uatey, woh ... nonat ..,.. ral.••• 1111 .... rt ....... oa 

tbo outaldna Of tbo Yllla,OJ b\lt tbo , raator port of tbo 

proooob or tbo rota.U voo .. • a .. l oa o-hta or tb• pr loo p&id 

\lile -looolor ,. procluoor, 1ooatocl uwall7 at •- diataat polat 

wboro be ""'"1<1 baTO BO uoo tor bla auato•r ' a aorip. Tho noriat 

aooord la&17 allht roa.dll7 av•• t o aooept aorip in tllrft for ra• 

oo1Y1"' ouo or aoro a U!Ho-..1 ,..,...., .. ,, h11Yerr llo7• • ato. , 
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troa tba relhr r olla , •lao• bo probobl7 lt .. r olatl·ul y r .. 

,..,...ntl to ..... OIIUldo or thO to_,, 'fbo rot aU IJ'OOOJ' OGil ld 

o.t tord to talro only a rolo.U••ly -ll fropo~loo or ltl o roulpta 

\a tlla fora or aarl p , tb.h waa aotuo.l17 tho dlf t loulty uporlOBoocl 

la llawrdoa , a..S aoro ••poouU y 1ft tlt• oxtroaaly abort- l hocl, ill 

r .. t a.l..,at o.bortl'ro , ba.rter oorlp lo ~. • - York Clt7 . 

(2) l pot"11d1o donlo~t or WlOOoaoalo op_.atlOUI Cor 

euaplo, Plull: '- uoeptiQ£ oo1"1p aid'\ be taoholoa.l1y loao otrloioat 

or p~o• a poorer ' '"""• ot produot tlta.ll Plas I , 1t!Uol> .U4 ""' 

aooopt lt . l onrtllolou, Pl.aftt A atsht '" bua i ftOao ••Y troa 

Plaut B ...,..17 b7 roaoOJl or aooept l'IIC aorlp wltiob naryboq •• 

uai.,.. t o cat rid ot. The total -- ot bull••• would -

-•••Arl17 be laorMtod. bu\ ..... 11 clher\ocl tro• I to .t. , \ o •• 

( 5) Culto_,. ot.aoei• ot tNdo wore 4\oruptod. Jtaot u 
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U.o 'bloeltN • .,...._._, ..,,.,. ... 1 .. aftll tho 'blletval olearilll 

a o4 .....,.oeatln &1'1'011&-•tt oltablhlled ill l\al'ope clurl111 

,. .. ..,, r eara ba.,. -eN an --1o dl•ordoa ot trade troa 

lte aatlll"al obannele, the 'b«utlte of <llrlaloo or labor are 

thare'bJ loet to the 'boq eo.....-1• u a •ole, Certain voupe 

pla. bllt tll41l1' a • lu ue leu t~ tile a _ repte or the loee .. 

to the oth.,. aroupe. &.o...al oorlp eyet•e lni eed are reth11' 

elallar in prlnolpla t o the rostrlot a4 ourreaolae round la 

••rtalll ... trai 

(4) Thera h a tal!ptatloo to o.,.rhlll• hard to rulot, 

•• la .,....,un• lathe oaae of the ..rller Cllloa•o nrlp 

-pwl.MI& •• lwldl..t 'b7 lnt1e14 I , Culow. Cul., le a 

M5netlo or,aa\llro but Me eorlp 10011 loet aouptcoe b-uee 

h.e 1e ... a11 too auob. 

(5) la -.a:r ••ee there ba a be., oo dwbt a well- towxled 

.,eploiOD that re~...,tloo -14 110~ be atteoted ot •turlt7. 

f ailure o r red•P'loa al&~ be oaueed el thar bJ' OYarhoue, 

b7 a1...-propricln ar touote, or 'bd t alth la c...-1• 

(6) I. ttahiiOJ to • .,.e• prlou to rhe an~ l..,reue the 

ooet of ll'l'lDI• tllla lo belleYe<l tO he ... baOII ODD 1' .. 1011 bao\ 

•t the Oaraan prDblbltlon or oorlp . 

the Plltllrt or hlt-Uf!ltlatl!lf lorlp 

It e- probable that tile .. tt-U91ltlatllli .. rtp 14• 

h doad, • 0 ept parto.po Ia 1.111-, oaJ wlll DOt be reYhed 

-11 .... ,. th• b"'toa or the - d apraulon. nat 801101 ........ 
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.. tpa\M la ~ho .&rc-1ae •••U'f hpruoloa ot 1890 oa4 

ao\1.1& lly took toN la \ba ,.~ doprooolcm b Go,_,y &Ill 

1a\or la \ho 19 2 claprooaloo lD .\utrla ancl tho lhdhd Stoho. 

Ito pncolpal alloco4 a arlt, ~ lt lAoraaooo tl,. '""''"•• 

OOIIVSOI c raateot laportanoo at tho bottoa ot . doprooo\on, 

a..S al;,t ...,.., ba o datrlalat ot tho top ot tllo b\lllauo 

o7ola. IM'lftC F\lllar lacl- rooophacl tblo prlaolpla by 

proTlcllll& lD h\ o 19H bll1 that 110 aoro oorlp ohould be 

1oouacl wbe:l &J>4 l .t tho pr \oo lrrol orooo tro• t11a (hf. ot 

tbo 1926 la'le1 the oodottll& to 80:(, ""loll lo .. l ftO rOAollacl 

loot 7'"'· 
It woo rop-acl la .\pr11 12, low Tori< u .. o, tllot tho 

illorta Soolal Cracl lt <1 1Yl4 ... ot t25 por """"" '110\lld bo paid 

la aoJ'l p lilto tllot lloacl ln l oorc1• fldo a ..S tho o"Ml1 Cbl~o 

aporia - e!l""lcl prcwo lal:or ootl ll& oxporl-U a....S ollould bo 

-lo4 \ntoaalYo1y ancl obJootlYOlf . .\a lauotlptlon obould 

aloo ba -~• ot tllo ut\1101 roo,.lto lD ••-"~roh• oud 

• -c1 ond ot t110 r•l r•aoao tor tho ollppHooloa of tbo l ara 

plaa. Tho roo•• wily t ho propoo oi lat rod\lotloa of tho •Jot• 

la f • il"'- Po. , b Maroll , 193}. wo 4roppod ob""H oho be 

lanatlp\acl, lltllrioo tbo rooooa ""Y it woo ..,.,,. NT1•od. 

It lo odd tbot tho o 1\y •tllori.Sao oo4 tbo a orohoah wore 

aa \be pal"' ot .. eptlac • Plohor do\acl "rip plall wbe U.. 

ordor- M tna Wallll._toa t o drop all aarip. llr. Cllllr•-
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•plalaa tlla~ the Wu bl "''ltOil ord .. r•lly reterrtcl ollly to 

(lleerla& boutt oorlp (It 11111 be r•tabtr tcl tbtt the lfew York 

Cl-rla& 1!-• .&u ooiatlOil t Tc bad qualltltlto ot oorlp alrttdy 

prlmtd) , l>ut the l • cltD& peop l e btoau tither t Oilt'wltcl or 

tlaorouo ani f •rtd to •,n 1.11 '0'1"0"'•. 

Coaolut1 0111 

1. Aa tho lllotorlul reo._ ohwo, ftuatrollo ' rooqoo ll•n 

t rltcl t id obandolltcl tte.llptd aorip. So tor •• llao bun d.ltoonrtd, 

IT try nupt<l eo rip plu lA aotllal o,...atloo 1.11 the Volt tel Sttttt 

'lllhloh hat f all .. or b .. D abonclo•i .,., Ot Cht ~etloe oorlp 

type. fbt ollly 4attcl eorlp plallo eo tor op .. atl• b the 
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Vllltt4 ~tattt n• oald to bt t ho .. or the lltrobtilto Sorlp Exo. ... l!lto 

',cl6 '1, l orth . ...... , , Cbioavo , &ad \Jio -uer orpaha tlo,. Ia 

Cl\loaco , aid the•• ploao "" atlll operat.l.. llowtTer , the d&ttcl 

eorlp plat ot l oh• lleoldr abc ani l'otr&l wtrt eupprttatcl by 

order ot t ho 1;- a al>J AuatrliYI p••r-h re..,.ot.lnly. fbo 

Chloaco ploaa .,oulcl be • tobad, oloo tbt propootcl IDertt ploo , 

" '"' the roaoono tor ..,ppreoaloa ot t bt o-o 'Utll .t.utrltll ploao 

1a ... et1pttcl. 

2. tb• ton that attar all the """'""' .,......__. Ia 

.._,.. aarlp, eo t .- art atill operath&• roitH a pr .. ""l*l• 

aptaat '"' u-. - lt - ooaolualn. l tltbtr 1o t baornleal 

-~h ...tlrtly 00801 .. 1•• · !Mrt Ia o-'1\ .. to be ot.ld tor 

tht ld• of date~ oorlp tor " ' ' 111 ll .. r louo tMr, .. O)' to «trOOM 
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laalt ot .. .....,.01 •••• b)' boarcUDC or 1aolt ot propar baDitU& 

tuU lU... l t h an 111atoriar.l t ao\ that Ulo pllll bu &1""11 

boc •~&U•ate4 tD U•• of enero daprau1on •h• •Ill tatlltlOIIII'J 

_.....,.. .. et• • roo<t( ••1- an4 """" any for-o ot elro~~lat1"' 

110111• •••• bett or than nooe. 

}. Tho plaD h auro to •et ,.,.laue prr.atloa1 obat&olee. 

jwt'b& n-.. both eorporlmoa ll.tl4 theory. It bu ban toWI4 

cUtttoult, at l .. at la AJurloon oxporhnoe, to obtah •oluntP"7 

aooeptaaoe b)' aa •tlr a oo_...1ty. Uola11 wbat&Dtlr.ll7 the 

~· a~t)' oooporat .. , tlla .,._ ot eorlp wh.loll aolll4 be 

olltelda tor ltl eupplia e. Protouor tllher' • ,roup ooaal4or lt 

ouODt1r.l to '*"'" a eor1p aobat~~•• 11 h dotll ln Cbioal" , la 

Wblob hol~orl ot oxoo11 .. ounto ot oortp (uollllto lo oxoooo ot 

*"' till l!<lldor 11 ..,1o to uao) -.a roaoln llsr.l ourreo"7 • 

oubjoot to a .u.,.._.,t o1 pwt..pa oDO <t•"''• S\IOh a prorlaloa 

8h001W t ao1Utato tho ..,.ollad of all-1111 •ralwlta ao4 

8hould p011111 &11 1alt1al ~antoo tund ""loh would bo 

r eplfthha4 por1o41oall7 b7 lopl aurr••J paid lD b)' thooo 

lD rooelpt of tu•~ • n-oa eel•• outaldo tho o~t)'. 1\ 

e!lould aot bo -·· ...,.U•I'J' to pq 1.J1 hpl OIIITODO)' to ,.... ...... 

M rlp, or aeeoa will 1>1 41ttlwn to obtolD troa tboao <loolLIIC 

lar,.1,. outoid l ,,.. -UDltJ. 

.. 
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4- It -i-'al<• a\ all , t!Jo oa- ot tho Wtlal 

l eouo , .. l a tho 0 000 or any tl4uo1ary loouo, . , oul4 be ... 11, 

oo 1~1 thot thiN 1o DO queotlon of tho tbUlt1 ot tho 

..,.obt.Dto t o oboorb lt t.JI4 eo tbat tho ta• will not bo tolt. 

t h1 o ..:~• t ho tho rol1ot probl• la a ohahlo o-.lt1 

....,act bo aoh..t -~ lr)' a lar'o loouo but oan o~ bo 

rodllo..t vottuau,. 

5· Onlou tho I oro,olliC prooauUono aro oboo,......t , tbo 

oorlp will dot uot ,. ... orol aoooptaaoo , at lout ol'tor tho 

lalthl onthuoh.• 4110 4.,.., It hao b"a eal4 th t altho"6)1 

t h o oor 1p oa1111ot bo hoar<l..t lt10lt, lt loado to lDorooood 

hot.r4l11C of l oc-1 •oaq t.M baa.k depotlto, 'lib oh M:1 80rt t ban 

otroot, t hrou,;h t•r PI70hol og, tho laor•ood ... 1031\1 of 

10rlp . lt ohoulcl bo r•tall>er..t tbat 80( t o 90.' ot pa;ooonto 

are -.de by oh•ot, oot o~•h• 

6. n""111• til.•• 1o tbo claD& r of oauln' ooo....S.o 

4hlooaU'"" tlraoqll • •ott l q tlla ,..,.al ohuMll or <rode , 

rooult111C h• lOtlliC 'ho b-tlto of t ho clhltloa of lobor. 

7. A turc..'\o r t.JI4 t h oro"''l brrootl ptloa oil tho ·~ 

ot pelt aaporl-to both hero ani obr014 ollould bo • 4• lD 

&n1 oaoo botoro ootloll 1 o tall:lft, an4 tho provooo of tho 

ll.alt..t - orw.to aow h oi"' oollduot..t ohou\4 bo oarc!:\1111 

otu41..t . 
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Hloljr: 

Com. 
Ja111es lol . 
Landis : 

I!Mjr: 

L: 

HJ.Ijr : 

L: 

HJ.Ijr : 

L: 

Hloljr: 

L: 

H!Jjr: 

L: 

HliJr : 

L: 

IDIJr : 

L: 

lllljr: 

L: 

lllljr: 

L: 

H11jr: 

llonday 
April 20, 1936 

Ri ght Look, I've talked to the President this 
morning and telling him that on Wednesday that eon-­
very confidentially we're going to have a meeting 
with the Federal Reserve crowd to talk about my 
financing ar.d also excess reserves . 

Yes 

And he suggested that it would be helpfUl to have you 
sit in. 

Yes 

Be t hought he was under the impression that you 
have to do with Stock Exchange margins . 

Yes 

But I told him you didn't. 

Yes 

But that I didn't - I'd be delighted on ac­
count of we ' re going to discuss the raising of excess 
reserves and of course it has to do with Stock Market 
speculation . 

Yes 

Would you be free at eleven o ' clock Wednesday? 

Yes, I would . 

Do you want to bring anybody with you, your economist 
or anybody? 

I might bring my executive assistant, I think. 

Who is that? 

Thomas Q8!Qlllack 

Thomas - ? 

Cammack 

Gammerick? 

0-a-m - ? 
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HliJr : 

L: 

HllJr: 

L: 

l!IIJr: 

L: 

L: 

lllljr: 

L: 

RJ.Ijr : 

L: 

l!llj r: 

.. 
Hlljr : 

r, . 

HliJr: 

L: 

ffiAjr: 

L: 

-2-

a-a-c-k 

Tbat isn't 
don't you? 

you have an economist over there, 

Yes, I do, but -he's not- he's not the specialist 
on margins and matters related t o things like that. 

Fine - and these meetings we have over here we keep -
we don't announce them, we don ' t say anything and we 
keep them very confidential. 

Yes, I - naturally 

And I haven't decided yet - I don't know how Eccles 
wants to do it but 1 mean this is not the regular open 
~arket Coomittee. 

Yes 
I don't want And until I have a chance 

the full Open Market Committee - see? 

Yes this will be over at the Treasury? 

In ary office. 

In your office? 

And the subject will be our financing and excess reserves . 

Yes 
So, I me, n , I think it would be helpful to have every­
body in at one time. 

Yes, yes all right. 

I've got an open 111ind on it. 

I 
Being 

Good 

I may have an ignorant oind, 
ignorant it will be open. 

(Laughter) 

(Laughter) 

All right , thank you . 

Thank you very much. 

I gather . (Laughter) 
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llonday 
April 20, 1936 

Hlljr: Bello 

Operator: CoMmissi oner Landis 

B»Jr: Bello 

Landi s : Hello 

HYjr : Landis? 

L : Yes 

Hlljr : llorgcnthau -

L1 Yes 

HYjr: I've just been talki ng to Eccles and he s ays he ' s not 
going to be ready to discuss excess reserves Wednesday. 

L: I seu. 

Hlljr : And he says he needs ~ore time. 

L: Yes 
HMJr: So, I'll l et you know when we do di scuss it . 

L: All right. 
Hlljr : So that meeting is off and he said we'll confine it t o 

new financing which doesn' t particularly 

L: Yes 

HllJr : - interest you . 

L: Yes 
l!!lj r : So he i sn ' t r eady and he says he ' s got to have !!!Ore time. 

L: 

lllol jr: 

L: 

HMjr: 

L : 

Yes - .well , I'll be worki ng on i t 1n t he meantime. 

Good 
trying to arrange my thoughts. 

Well , r•ve been working very hard on it for a couple of 

months and 

I imagine so. 
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Hlljr: And I'll let you know when we do meet. 

L: All right, fine 

IDijr: Thank you 

L: Thank you very much. 
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TREASURY DEPARTMENT ~270 

OAU AprU 20, l9S6 

luatioe decided to aok botb the State Depo.rt.ment and 

~ tor tonoal. opinions before dec1d1n& on tbe Ge= 

-terftil,iD& duties, and Hqueata tor aucb opinions bave 

!be preparation o! such AD opinico b7 Stete Depar-.t. 

~~be tbe occasion nt a sr-t deal or dela7. 
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AprU 20, 1936. 

TO: Mr. Lochhead. 

Mr. Eikichi Arald. , llew York represaotative of t he Bank 

' of Japan, is giving a luncheon to•orrow to Mr. Yutar• Tomita, the 

Financial Commissioner of the Imperial Japanese Government, formerly 

in Hew York, now in London and Paris, to meet a number of bankers 

and others. ••hen IU'. Araki extended his invitation to me last 
I 

week be stated that Kr. Tomita was the Chief of the Financial 

Section of the Ministry of Finance and that he was going to Japan 

via this country. 

L. 

, 

(? ..P._._p ... r· 
~..:;".--J.r .dt 

(L-J. ... . 
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April 20, 1936. 

MEMORAf!DOll: 

The office of Financial Commiaaioner f or the Japanese 

Government 1n New York, London and Paria aaiiUllled gree.t im­

portance when the Japanese Government and Je.panese munici­

palities were floating loans in Europa~l and Americe.n 

markets . This wae enpeoiall~ the case during the Russo­

Japanese War (1904-1905) , when the Financial Commissioner 

wu the late Mr. l(orekiyo TakAihashi, who later was Kiniater 

or Finance 1n a number or cabinet& . The loans obtained in 

London and Now York for the prosecution of that war were 

obtained through the agency or the Financial Commissioner. 

Although the Japanese Government has not floated any loans 

abroad in reoent yee.rs , the oftioe of F1nano1al Comminioner 

1a still regarded aa one or great ~rtance, and ia held 

con~ently by the moat able or the financial experts or 

the Japanese Government. 

The runot1on3 of the Financial Co111111oa1oner at tilllea 

when no loans are baing floated or redeemed by the Japanaae 

Government are not known. It 1a underatood that exchange 

tranaactiona of the Japanese Government are carried out 

through the Yokohallla Specie Bank, a quaai-official 1natitut1on, 

and it ia poaaibla that the F1nanoial Commissioner may work 
1n 

1 
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1n conjunction with the otticiala ot that bank. It u 

alae underatood that the Financial Commiaaioner baa been 

purcbaa1ng, on behalt or the Japaneae Government, auoh 

bonds or that Government u may be otrered tor sale 1n 

European and American markets . 

lair. Tomita 1e a career bureaucrat . Born in 1883, he 

graduated from the Tokyo Imperial University; was sent to 

Europe by the Department of Finance; was successively 

Ohiat ot the Bond Division, Chier or the Division or 

Exchequer, Chief of the Eoonolllio Bureau, and Chief or the 

Savin8• Account Bureau of the Departme.nt or Finance; 

a&lli:niatrative o.fficer or the 8111\k or Japan; adviser to 

the Tlaebington Confer ence or 1921; appointed 1n 1934 

Pinanoial Commissioner or the Japanese Government in 

England, Prance and the United States, and also .foreign 

representative of the Bank or Japan. 
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Saw the President this morning . Talked to hi~ first 
about the tax bill and for the first time since he i s back 
fro~:~ his vacation he was interested. He said, •I have got a 
meeting on at 2 o ' clock which has to do with taxes . ( I subse­
quently learned from Mcintyre that this meeting has to do with 
the flnancin~ of the party . I do not think the two mix very 
well even though they evidently have in the President ' s mind). 
(I am trying to be funny) . 

The President said that tomorrow mornin~ at 10 o ' clock 
he would have Pat Harrison, Doughton and e~yself and the other 
people from the Treasury . He also said he would have me for 
lunch . I reminded him that we haJ not seen him or bothered 
him on the tax bill since he sent his Uessage up and there 
were a lot of new things i n the bill th .•t he ought to go over. 
Re said, "right - what about the inter-corporate dividend?• 
I said we had gotten his message and were looking into it . 

I then told him what I b~d done with the Chinese, namely, 
that when silver reached 46. 40 I sent word to Chen via Taylor 
th··t it would be agreeable to us to have them sell silver in 
either London or Bombay. Uy reason for doing i t was that I 
wanted to test out the Chinese and see whether they were trying 
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to rig the market in advance of making a sale to us . I asked 
the President if what I had done was all right with him and he 
said, "fine". He sai d , "f urthermore, the more silver that they 
sell in London und Bombay the less wo will have to buy". I told 
him that my policy was t o try to keep silver as ncar 45¢ as 
possible and he said, "fine • . I also told him that this morning 
silver bad dropped to 2o} pence, which is equivalent to 45 . 55, and 
that, while I had not heard, I took it for granted that this was a 
result of Chinese selling . 

I told him all about my gettinr mad at George Harrison this 
morning and be said, • something has happened t o George in the las t 
two years . I think he has g_otten to be a pl ayboy" . I said I 
thought he hud lost interest in his Job. 1 told him how be had 
shoved Allan Sproul over the head of Burgess and made Sproul First 
Vice-President . The President said, •ror Heaven ' s sake who is 
Allan Sproul - I never beard of him" and I told him that he was 
Harrison' s Assistant . 

I also told the President that when we met last week with 
the Federal Reserve crowd they wanted me to sell some bonds in the 
middle of Uuy and l t old them thst I did not wunt to do it. The 
President said, •well yo1~ understand why they want you to sell 
in the middl e of " ay" ana I answered, "frankly, I do not•. Be 
said, "tha t is perfectly obvious . They want to keep you from 
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havin, a big success in June just before the Republican con­
vention• . He said, "the main cry at the Republican convention 
will be 1 l ook at the ftnancing - look at everything that is 
wronr with the government• . How can they do that if, just when 
they are shedding crocodile tears, the Treasury bas a great 
success• . I said, "that never occurred to me• . 

I told the President that I hsd another reason for wanting 
to sell our bonds on the 15th of June. I said, "in the first 
place for the past year we have confined our financi ng to four 
quarterly tax dates . Furthermore, if 'He could stick to this 
policy, which I very strongly think we should, the announc~ment 
of the financing will fall on Monday, June lst, which will be 
most likely the last week that Congress i s in session and I am 
going to rely on you to tell Congress that they cannot pass a 
lot of cock- eyed half-baked financial lCRislat1on durinv that 
week. Cun I count on you• and the President answered, •yes, 
you absolutely can• and he said, •rurthera10ret it will be very 
helpful to me to have this financing pending auriog the last 
week that Congress is in session• . I said, •I wanted to tell 
you this because I had this 1n mind and I always put all of my 
cards down race up• . 

The President said, •I saw Eccles for a minute last 
Friday or Saturday and talked to him about r aising excess 
ro:~erves• . The President said that he told Eccles that if 
he was going to do it be would like to see him do it in Yay. 
The President sai d, 11I would like to show the country that 
we have the guts to use the now powers given to us to stop 
inflation and excess speculation in tho stock market . 

I told the President that at the meeting we had last 
Wednecduy I told Broderick that 1f he was going to do anything 
about excess reserves to please do it between the 1st and 15th 
of Yay. The President said, •that is fine . That absolutely 
checks . Have you talked to Landis- because he has charge.of 
regulating the margins on the stock exchange" and I said, no, 
I had not talked to Landis , Ur . President, but that I believe 
you are wrong because Landis bas nothing to do with the margins -
that that !unction belonged to the Feder~l Reserve• . The 
President said •I think it would be nice to have Landis at 
our meeting " kd I said I would be delighted to have him. 

fir it didn ' t sound Rooseveltian I would add on the side that 
i had already thought of it) . 

I told the President that with the exception of a small11 d 1 s t ember that by July l we ~Yould have a 
issue coming ue ni ep ut of tho wuy and that rrom that date 
~t~~re~~~~re{!~~~n"th~t he could fornet about the Tf~as~ry . 
I sai d , •con anybody ask for anythiO£ more" and he sa , no 
that that was fine" . 
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Waiting outsi de the Pr esident ' s rooo to go in to see him 
I saw Wcintyre, Early, West nnd the ne~ man, Dr . Stanley High 
of the 11ashington Post . He t alked to me about t he President ' s 
speech and I gather he is the new ghost writer . 

The President said, •wait until next year , Henry, I am 
going to be really r adical• and I said, "what do you mean• and 
he answered, • I am going t o recommend a lot of r adical l egi s­
l at i on " and he gave me a sort of quizzical look and I sai d, 
"you are going t o be very careful about money spending" and 
he s aid, 11 yes , I am" and I replied, •well then I do not care 
how radical you are in other matters• . 

• 
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