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Balik for International. SetUecenta 
Cochran reports on llllrcb meeting - 3/8/37. . ............ LVIII 357 

Bflll , Daniel W. 
IDIJr tells FDR, Bell h a very siolt man; aalta FDR to 

tell bia to go away for two weeks - 3/8/37.. . . . .. .. . . 338 

- c-

Capone , Al 
Tlait (Treusury Attache', Paris) cables concerning transfer 

of several million dollar11 gold notes and bonds now in 
aafe deposit n ult in United State&- to nu-ope in private 
yacht- 3/S/37....... ...... .. ...... .... ..... ......... ... 45 

a) IDIJr 'frl,thholde c01111ent pendicg receipt or reports 
referred to 

Cochran, H. Merle 
lll&Tr aeke Hull to malte Cochran Counselor in Paris or 

Counselor at LargeJ additional. raDk will help -
3/8/37............... . ..... . . . .................. . ....... J76 

- F. -

Enforcement Agencies , Troa11ury 
Orga.ni.ze.tion and progress of plan or coordination or 

Treaa1U'7 Department agencies at Honolulu, Territory of 
Bewail , for tbe suppressioo of aauggling of narcotics -
'J/8/37 • ..................... 0 ••••••••• ••••••• ••••••• ••••• 

- F-

Financing, Govenu:>eDt 
3/l5lTI - lleeting in IDIJr ' s office; present: Tqlor, Bell, 
-u&rris , Seltzer, Harrison, Haas , and Lochhead - 3/6/ 37 •• 

a) IDIJr decides •to do t he conservative thiD&: 
par for per - especially with a close of 101.5" 

b) HMJr-Burgeaa conversatione •••••••••.••••••••••••• • • 

Announceaeot of offering of an add1tiooa1 iasue of * 
Treasury bonds of 1949-53, in exchange tor 3~ Treasury 
notee of Series 8-1937, .at uring April 15, 1937; exchanges 

.will be .. de par for par, with an adjustment ot acor:ued 
tntereet ••••••1 tS02,}61 , 900 or the notes of Series 8-1937 
will uture on April 15, 1937; ottering of Treasury boode 
will be l.i1li ted to the fli!OUDt of eucb Treasury notes tendered 
ud accepted for el~Ch.ance; cash ~ec:riphone will not be 

-reoeiTed - 3/8/YT ••• • • • • • • • • • · • • • • • • · • · • • • • • • • • • • • • • · • · • • • • • 
France 

For defense loan, eee Stabilhatiooa FraDc• 
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Goftrnor a' Conference on lllleaploy~~~~nt 
See Une11ployaent Relief 
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HoffliiiUl Ialand 
For diecuasion of tranefer frOID Public Health Service 

to Hew Iork City, aee Book LVI, page 36 
Letter eigDed by I!IIJr euthorizin& trenater, loat; 

HIIJr a sks llcReynolds to prepare BDother one -

J/6/37• •• • • ••••• •• •••·••••••••••••·••••••••• • •••• • • •• LVIII 180 

IIILTr quotes LaGuardia ae saying New Iork City will taka 

IalBDd for three years; I!IIJr says lease will be tl a 

year- 3/8/37• •• • • ••• • • ••• • • • • • • • • • • •••• • • • ••• • •• •• • • 314 

a) McReynolds eaya tbere are at l east three 
precedents for this 

- L-

LeOuardia, Fiorello (lla.yor, !lew Icrk City) 
1!11Jr 1a pe110illed meaorand1.101 after Cabinet meeting: 

FDR in hearty oympathy with LaGuardia statement about Hitler but 

FOR would have made it stronger - 3/5/37............. 44 

- II -

llarcotica 
Thompaon report• on Europaan rtalt (.Ameterdall) - 3/6/ 37.. 2.47 
Organiution and progress of plBD of coordination ot 

Treasury Department agencies at Honolulu, Territory of 

Hawaii, for the suppreaeion of 111:1uggl 'n& of narcotics -

3/8/37. . . . . . . . . . . .. . • . . . . • . . . . . . . . . • . • . . • . . . . . . . . . . . . . . . 307 

-R-

Railroad Re tire~~:eo t J.ct 
See alae re~ 2/2.4/37--4/21/37 - Book LVI, page 175 
llagill1 a 118110randta reporting on events to date, which 

HMlr took to Cabinet- 3/5/3? ••• ••• • •• •• • ••• • ••••• ••••• 
llaae -orandua to Magill on proposed bill - 3/8/)7 ••• • • • 
Actuarial. estU. tea of coat ot proposed bill - 3/8/37 •• •• 
lllllr tells llagill to • cart')' tbe ball and I 111 back you 

up• - 3/8/37• • • • • •• •• •••••••••••• • • •• •• • • • • • •••••••• • • • 

Report Ott coatarence beteeaD LetJ.aer, ot Railroad 

Retir-t Board, and lla&ill, llaaa , Hae&ho and D. 1f. Bell 

tranaa1tted to FDR- 3/8/37·•• • ••••• • •• • • • ••• • • • • •• •••• •• 

Rl&aaia 
s.e u.s.s.a. 
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300 
302 
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St. Pierre, Island of 
See li&rcotice 

Stabilization 

-S-

Bank for Intematiooal Settlements: 

Book Page 

llarch meet in& reported by Cochran - J/8/J7.... .. .. .. .. LVIII JS7 
FraDCe: 

After Cabinet aeeting, Bl1111 announces reetoration of 
freed011 or gold IIOYecent, effecti ... Mondq, ll&rch 8 -
3/5/)7... .... ...... .......... .. ... .. ...... ........ .. 1 

a) Committee of experts to direct Equali&ation 
Fund set up: Lebeyrie, Rueff, Baudoin, and Rist 

b) BeginniJJ& Monday, Ballk of France will bU¥ and 
sell gold without identity requirements: hope 
that thia will restore confidence, prevent 
further export of • frightened" cepital, and 
convince investors to lend the Treasury needed 
•oney 

c) Bank of France will bu;y gold at current rata, 
thereby abandoning tbe previous policy of bu;ying 
at pre~evaluatioa rat e 

(Cochran 1 s cable a on pegee SS,lll - J/S/37) 
(Bingham ' s cabl e on page llJ - J/S/37) 

HYJr discusses with FDR- 3/5/J?............. . ... .. . . ... 3 
a) Explains law whereby gold could have been aeizedl 

instead, law ia to be rescinded and the holders 
of gold to be given full benefit of devaluation 

b) HWJr considers it a echeme which will not ~ork 
c) FDR appro••• of IIIIJr sending for Bonnet 

1111Jr 1s coaversation with Knoke - J/S/37....... ...... . .. 3-A 
a) Both disappointed with last aove of French 
b) BliJr aaya Bonnet baa been rlth b1a one bour and 

bas gone back to call up FrenchJ he (Bonnet) 
does not aeem to understand move 

c) As IIIIJr and Knoke understand it, French priTate 
individual gete profits under gold holdings 

d) HIIJr feels French should either devalue further 
or announce they beve no intention of so doing 

e) IIIIJr aaks Knoke to call Bank of France and Bank of 
England 

(Actual conversations, pages ~,37) 
Bonnet calla on HliJrJ present: Jules Henry , Taylor, 

Lochhead, and Feia- 3/S/J?. ........... . ... . ..... .. .. 10 
a) Conference aa reported in "Le PetU Parisien• -

J/5/37....... ..... ........ ... ......... ... ..... . . 23 
HUJr-CochraD converaAt1on - J/5/37... ...... ....... . .... 26 

a) Elltire Cabinet Metin& diacuaaed 
b) Blllll to eppesl over the radio llaroh 6th, and on 

Sunda,y, llarcb 7th, the President of France , President 
of Cbaaber (Cailleux) , and President of Senate 

Oliphant -oraodua: 110 foreseeable develo~t in French 
aituation where United Stataa would ba ... to prapere 
lepl. docu.enta to aai'egw.rd GonrnMIIt 'a interest• -
3/S/J? ••••.•••••• • ••.. •••••••••• • ••••••• ••• ••..••••• •••• 
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St.abUisation: .france (Continued) 
RWJr-FDR conversation at noon - 3/S/37. . . . . . . ..... . . . ... LVIII 48 

a) RWJra "'ll UII baa made statement and said nettling 
about deTaluation; .french always rely on United 
Sta tas to support the franc and the poUDd and ao 
tar too.,;y we have beard notbing; we t bink Trencb 
StabUiz..tioc Fund is exhausted•; FDR agrees; 
HWJr tells Mrs. Klot& be tbinlta "Hitler will strike 

either Saturda)' or Sund87" 
1) IDIJ'r repeats to Harrison that United States 

will •ait tight"- 3/5/37. . . . . . ............... 49 

lla.llet call a on IIMJr; present a Feis, T11ylor, and Lochhead -

l2a30 P . K. - 3/S/37• • • •• •• • • • •• • • • • • • •• •• ••• • ••••••••••• 53 
a) Chancellor 's c011aunication states, •As regards 

gold movements position of France todaJ and or 
United States in 1933, they seem to ditrer greatl;y; 
French difficulty is largely that abe baa l ost 
graat quantit)' of capital• 

(Actual message on page 60) 
b) HMJr reports on last-minute actiona since Blum's 

statement at 10 A. ll . French tille , !r8Jic baa dropped 

!roa 4.61.! to 4 . 59, and tor first tiae ll>ited States 

baa no orders !roe French OoverNient t o b~ trMca 
at e.ey price; French "did £13 llillion today and 
British did £15 a1llion• 

c) HK.Tr baa begged Chancellor for past week to make 

etatement but be bas not done so; United States 
wUl carry on tor the rest of the day and will not 

l et down sterling dollar rate 
d) Bonnet 1a retlll'1lin& at 4a30 and HI!Jr asks lla.llet 

to ~turn after that 
Rates finall)' received (price that works out at 4.41 -

about 6%) and ~Jr so informs Cochran- la33 P. ll, 3/5/37 .. 63 

Bonnet calls on !IIIJr; also present a J ules Henry, Feie, 

Te7lor, and Lochhead - 4:30 P. M. , 3/5/37• •••• • •••••••••••• 67 
a) Bonnet reports official c0111111unication states no 

change ln eonetary s ituation; aerel.r a new order: 
Bank of France can now purchase gold at dail.r price 

an<! untU now could not do so; this ls the onl)' 
change; no deflnite st.abUi&at ion of franc ; Bonnet 
gives reaWIMI leading up to present step, which is 
new effort on part of Government to encourage holders 

of gold to bring it to the treasury; IDIJr adds, 
"Ia it not better to put Trench currency in line 
with rest of world voluntarU.r r a ther than be forced 

to do eo?• 
Opon departure or Bonnet and Renry, llallet calla again on 

IDIJr; present a T-,ylor, Feis, end Lochhead - 3/S/37. • •••• • 74 

HIIJr talko to lnoke at 5al5 P.ll. - 3/5/31. .. . ........ .. .... 76 

a) 1D1Jr1 •I bear you can't b~ rury s terling; the)' won't 

let )IOU baTe 1 t• 
b) lnol<e• "true, but we bought SQ,OOO et l 3/l6tba and at the 

SClMI1t we are !hbing for a hUIIIdred at 3/4; we'll not 

lose aoney at 7/ 8tba• 
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Stabilisation: France {Continued) 
RWJr talks to Knoke {Continued) • • ••••••••••••••••••••• • • LVIII 76 

c) HKJra •Push it to the liait - 7/Stbs• 
d) KWJr1 •French Ambassador to ' phone Auri ol tonight 

and report 9130 tomorrow morning• 
After llallet ' s departure, TaJlOr h~nds HJIJr his • gu.ess• 

on what will happen- 3/5/3?. . . ......... ... ....... .... 82 
Cochran cables aft er conference with Rueff -

8 P . M. , 3/S/37••••••••• ••••• • • ••••••• • •• • •••··•• • • ••• • 
(For previoua Cochran cables, S&JIIe day, 
see pages 85, lll) 

a) Rueff inquires whether United States will object 
if French GoverDII8Dt na.8ed soee bank or firll in 
New York, such as J . P. Morgan &D4 Coapany, to act 
ae agent in United States for purpose of Jlft7in8 
coupons of proposed loan in oases where payment 
h requested in dollars; stresses fact there would 
be no subscr iption in Onited States 

Preas ccament on French Cabinet meeting - 3/5/37 •• • •••••• 
Bonnet and Henry call on HYJr- 9:40A.M., 3/6/37 •• • • • •• • 

a) After departure of Ambassador , ~eorge Harrison and 
Oliphnnt join group (Livesey, Taylor , and Lochhead 
also present) - 3/6/37•• ••• •••• •• ••••• • • • • • ••• •• • •• • 

1) HJIJr tells group knbassadcr added nothing new 
2) Oliphant reports opinion or Department of Justice 

on •some bank or firm in Nsw York , eucb as 
J . P. Morgan and Company, to act as agent in 
United States for purpose of paying coupons on 
French loan• that, while such dedgnC.ion might 
not be violation of J ohnson Act, nevertheless 
the sale of bonds to Amerieans would be a 
violation and no officer of the Governaent can 
undertake t o approve aey ... sure caJ.culated to 
encourage auch sales • •••.• ••• •• • • • • ••••.•••••••• 

a) Actual dictated opinion ••.•.•.•.•• • •• •••• • • 
b) Later, Attorney General. Cu.oings adds he 

deemed it largely a question or policy ••••• 
(Actual statement in CUIUII!nga' handwriting, 
page 263) 

3) In midst of conference, ticker reports (not 
officially confirmed) agreement under whi ch 
American banks may invest 1n forthooaing French 
def ense loan without infringing the Johnson Act 

a) HMJr1 "Mice thing about French i s they 
never wait for fOur answer• 

Mallet confers with BKJr- 10:35 A.M. , 3/6/)7 • • •••• • •••••••• 
a) Cable, probably f roa Sir Warren Fisher, states constant 

attention will be giTen to pound dollar tluotuatiooa 
toclaT 

b) KWJr talls ll&llet of French propoaal that bank or f irll 
in !lew York act tor to.. in cubing coupons 

116, 148, 
231, 233 

123,177 
150 

157 

158 
161 

200 

162 
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St..hlllutiona .France {Continued) 
HMir loforma Hull of cooferencee- J/6/)7 •••••••••••••• • LVIII 174,2)5 
Bank of England telle !Dolce •tbinga not too bad at the 

moment•- J/6/37. ... . ... . ......... . ...... . .. ........ .. 259 
I!IIJr discusses CUIIIll1ngs' opinion {see paga 26)) with FDR-

'J/6/37 . ...... 0 •• • • • • ••• • • • • • • •••••••••••••• • • • 0 • • • • • • • • 267 
Caston reports newspaper reports want conference •even 

though you won't tell thea anything"- J/6/)7...... .... 270 
IUIJr dictates Clllllllillgs ' opinion to Cochran -

)1)0 P.M. , 3/6/J?. . ... ............ ........ .. ..... . ..... 271 
HUJr reports Cummings' opinion to French Eobaaay. . ....... 277 
" • • a • Mallet......... . ....... 282 

P&ria newapapor c.,..ent indicates Freoch loao aay be 
postponed- J/6/J?...... . .. . ........ . . . ........... . . . .. 284 

Butterworth {.boericao Eoobaaay, London) t ells HMir 
Britiah Treaeury baa been infon~ed by French th&t Bonnet 
baa obtained HMJr•a consent •to allow French l oen to be 
..... to the Aaerican aarket• - J/6/)7............. . . . . 285 

a) HIIJr tells Butterworth, Lochhead will read to bia 
opiolon from Justice Deparblent wbiob will show 
•United States has turned bill down• 

Newepapor comment on status of French loan - London, 
Wasblngton , Paris, New York- J/6/)7............ . . . ... 289 

Freo\Ch loan postponed for t wo or three dii,Ya; Wilson 
reports confiraati on at tho Presidency of tho Council 
(Cochran at Basel}- J/7/37. ...... . ... . ....... . .... . ... 299 

llallet delivers to IOOr , Chancellor's aoessage, •We b&ve 
already refused a correapondlo& request for pay-ing 
arrangements in London•- 3/8/J?.... ........ . .......... JJl 

a) IIIIJr iofonos FDR, mo haa no COIIIIIent 
b) ~ochr&n reports receipt of French enawer by French -

J/8/37. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 375 
1) Cochran baa been requested by Rist to aak HM/r 

to reconsider retuaal; IUIJr sa,Ys •no• 
2) IIJUr reports converaation to Bull - J/8/)7. •.• • )76 

•storm rising in Congreaa on Paria loen• - !lew York Herald 
Tribune- J/8/37................... ............... . . . . . .. 337 

a) I:WJr tells FDR he h&& asked RobinsCIO 1 a office to 
call in COIIUrlttee or Foreign Affairs and let bill 
{IIIIJr) tell thelll what he b&a done to •aave ua from 
attaclc on tbe Hill"; FDR aeya to olllit Borah and 
Johnson- he wanta to la,Y a trap for Borah.... ... . . . ))8 

Preae conference- J/8/37... . .. . . . . . .. .. .............. . .... 339 
Press oa.dent- Paris, Washington- )/8/)7. . . ............. )77 
Bonnet confers with IIJUr - 2a)O P.ll., J/8/)7. . . . •• • • • • • •• • 401 

a) .\aka raconaiderstion or Allerican deoiai<>o 
b) IIJUr aays it is not fair to place reapona1b1lity for 

succeas ot loan on deoiab ot .a.ericen Cove~t 
c) BIIJr-Feia reaction..................................... 417 

llallet contera with lllUr- 4145 P.ll., J/8/)7.... .... .. ...... 418 
a) l..'bancellar's ••eaa• on Britiah reaction to Fr&!lch 

position in spite of objections of both Britlah aDd 
United states Gove~ta, giftll 
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StabiliaatiOIU l'raDca (Continued} 
.Aaerican bobaaay (Paris} cablea concerning Blua' s 

broadcaet on llarcb 6th and Cbautnpa apeecb at Cbartrea 
on Ma,rch 6th - 'J/8/37. . • • • . . . . . . . • • • • • • . . . • . • • • • • . . . • LVIII 4.37 

Cochran cable on Riat call with regard to exchange 
option clause and Leith-Roae visit - 3/8/37. .. . . ...... 441 

- u-

UnuploYMnt Relief 
HIIJr reporte on conference with Qonroora at llhlte Rouse-

3/6/)7 . .. .... . .... . •. . .... . •. . . • .... . ...•............... 
Ropltins asks HIIJr (l} should he (Ropldna} Mica aecolld 

aprintaent for Governors with FDR; HIIJr ears • no•; 
(2 should be llllka ILII appointaent with Lebull aa spokaSI:IIJl; 
HIIJr does not see how FDR can refuae this - 3/6/37......... 279 

HIIJr tella 9•30 group about ccmference with six Governors 
at Wlhlt·• Ho\U!Ie - 'J/8/37......................... . . . .. . . . .. . Jll 

a} HIIJr tells group that Ropk1n• asked bi.a, on a 
personal basis , for advice as to whether be should 
t~ll the Governors that he would or would not stop 
cutting his relief rolla at this ti••> lii&J'r tells 
bi.ll that it's his probl .. 

U. S.S.R. 
lii&J'r tells Oliphant, flal.laca 1a worried becauae Russia baa 

bought couple of .llillion pounds of alfalfa seed; real 
shortage of good seed in United States; Carner inquires 
whether there is s0111e clause in Ouato•s laws by which 
United States could keep agricultural _products frOIII going 
out; Olipbant .tll investigate- 3/S/37. .. . . . . . ... .. . . .. 102 
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Uarch 5 , 1937 

9 :15 a . m. 

H!.!,Jr . called the President and said to him, "I 
got quite a lot of stuff as to what the French Cabinet 
did t hie morning . • The Secr etary then read the fol­
lowing ticker reports to the President: 

Paris - U ? - Premier Leon Blll.CI announced 
after a cabinet neeting today the restora­
tion ot freedom ot gold movecent effective 
Uonda,y . 

He denied that the Government intended to 
devalue currency or control exchange but 
said that on the contrary the Government 
would liberalize finances. 

The Cab inet decided to create a committee 
of experts to direct the equalization fund 
composed of Emile Labeyrie, Governor of 
t he BAnk of France, J. Rueff, Director of 
the Bank and Paul Baudo in. 

It was decided to issue a nati onal defense 
loan to cover the rearmament program. 

Premier Blum announced that as a result or 
t he treeir~ ot gold moveaent the Bank of 
France beginning t.:onda,y .would buy and sell 
gold without identity r equirements. 

This measure Blum explained was intended 
to r estore confidence, prevent further ex­
port ot•trightened"capital and convince in­
vest~& to l end the Treasury the money i t 
needs . 

• 

e : 25 a . m. Blum said a t t he end of a two­
hour cabinet meet ing t he Tripartite accord -
France, the Uni ted Sta~ee and Great Brltaln 
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remains t he base of French monetary 
policy. 

He said that he would adrtrese t he 
nation by r adi o tonight to explain 
t he Government ' s financial deoielons. 

President Albert Lebrun also will 
break precedent t o speak to the nation 
on t he r adio appealing for support of 
the nat i onal defense loan which Minis­
ter of Finance Vincent Auriol said 
would be opened Uon ay oornin. • :!e did 
not speclty the tot.nl. 

Purchases of gold by Br.nk of France wil l 
be made at current rates. 

The Committee appointed will also con­
t rol t he rentes market. 

Va r ious measures providing for economy 1n 
expenditures have been adopted. 

8 .35 a. m. The Cabinet decided that the 
Bank of France would buy gol d a t t he 
current rate thereby abandoning the prev­
i ous policy of buying at t.he pre- devalua­
tion rate . 

Tne s t abilization cocaittee was given 
s urveillance powers over the Government 
eecuri ty market . 

It was decided t hat there should be no 
new expenditures except to raise the pay 
of the lower levels of civll servants. 

As t he result of the new gold policy the 
Government hopes t hat part of the hoarded 
gold estimated t o total around 20, 000,000, 000 
francs will return to the Bank of France. 

The national defense loan it was sai d would 
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be issued with a guarantee and exchange 
option and would be the only loan i ssued 
t hi s year . 

The Committee of experts to direct the 
equalization fund also includes Charles 
Rist , noted economist . 

Premier Blum it was l a t er nnnounced ~ill 
address t~e nation tomorrow ntght and n~t 
tonight . 

~.Jr. then said to the President, "What t hey have 
done is t hi s : they had a law where t hey could have seized 
gold, but instead of that t hey are now going to rescind 
t ha t law and give t he holder s of the gold the ~ull bene­
f it ot devaluation, the same as if we had given the holders 
of gold in the United States $35.00 an ounce instead ot 
$20 . 67 an ounc~ , wit h the hope that gold will 0ome out . . 

"Of c.JUree it is just a oo?k- eyed scheme, which will 
not w~rk. 

•we are having a very bad day today and had a very 
ba ~ne y esterday . I would like to have your perm16s ion 
to eend for Bonnet and be very frank with him and tell him 
thA~ t hie thing is not going tobe of any use, and then if 
he as.ts ce, 'Wha t do you suggest?' then I "ill tell him 
that t r.ey mus t devalue further • 

Tne President approved of HU,J r's sending for Bonnet. 

The Secretary then said to the President, • I was 
thrilled to death by your speech of last night. It was 
m~rvelous . It hooked right on . to your Uadi son Square 
speech. You said you want ed t his power because you needed 
it -- not because you do not like ihe color of the eyes of 
the judges. • 

The President answered, "They were not particularly 
friendly 1n the beginning, but I think they liked it bef ore 
I got through. • HU,Jr's next statement ~as, "I would not 
be discouraged if the press doeo no~ give you a good review. 
That was a great speech and I wanted to tel l you that. • 
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B.W.Jr: 

Knoke : 

H. loi .Jr: 

K: 

H.U.Jr: 

K: 

H.II. Jr: 

K: 

H.U.Jr: 

K: 

H. Y. Jr: 

K: 

B.li.Jr: 

K: 

B.M. Jr: 

K: 

Hello . 

Good morning, Yr. Secre tary . 

llarch 5, 1937. 
9 :13 a . m. 

• • 

Well Professor Knoke how do you feel about the 
last move at the bank? 

Very little satisfied - very disappointed. 

lfe too . 

Yes . 

I Just bad the French Ambassador her e for one hour. 

Yes. 

And be ' s gone back to call up the French because he­
he doesn 1 t seem to understand it . This is my own 
guess . I can't see on this move that the French 
investors a r e going to r ush back t o France on Monday 
and borrow - and buy French government bonds , do you? 

No reason to assume that what ever . 

Yes . Now until - until the French - now the way 
this decree reads they now - the French priva te 
individual gets the profit under the gold holdi ngs . 

That ' s right. 

And knowing tba t they can go another 8% be 1 ~ g oing to 
sit tight in London until ~gets his profit, isn't he? 

Yes that' s (laughs) tha t' s probabl y the prime reason 
for him not to move . Another reason is that I think 
the - ah - be wi ll turn in his gold only ~f , as and 
when confidence is r eestablished - it isn t reestebl 
yet . • 

Ye s . But the French have got - the way I sum up t he 
thing the French have got t o 1o one or two things. 
They've ei tber got to say •we r e not going to devalue 
.further ," or •we are going to devalue further." 

Yes . 
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But they ' ve said nothing about that this morning . 

Right. 

Am I right? 

That 1 s correct . 

And until that thing is settled nobody is going to 
rush back w1 th t heh gold. 

"Xes sir . 

Wha t? 

That's r ight and may I Jus t add one thing. I venture 
even t o say that they won't devalue I think won't do 
any more. I think they ' ll have to be positive and 
say that they will either - tha t they will go dam to 
the 43 milli gr am. I don't think that stabiliza tion 
at the present price - say 4 .65 in terms of the dollar 
Ifill do the trick any more. 

No, they've got to go down to 43 . 

Right. 

~·ell you and I check. 

Yes. 

That's what I was saying around here for t en days 
but they - everybody ' s got ~e scared from saying it. 

Well you know last Friday when I was down there I 
pointed out •••• 

What's that? 

When I was down there last Friday I pointed out that 
Baudouin originally t hought he was willing to 
do it - to definitely stabilize at present levels. 

Who' s Baudouin? 

Baudouin, you know the fellow who was suggested . 

Yes, but that wa s his position. 
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Pardon me? 

That nis positi on tna t he took. 

~es, now since then more water nas gone over the 
dam . .•••• 

Yes. 

••• and I very much doubt whether be would be willing 
to try it to-day at ~e present level any more. 

Yes. Well you and I check - ah - you might tell 
: Governor Harrison of our conversation, will you please? 

All right, sir. I checked with him this morning and •••• 

Well you tell him the French Ambassador is coming back 
here at 4:.30 and if I nave anything I'll let you know. 

Thank you very much, sir. 

Have you talked to Cariguel to-day? 

Well - ab - I hadn't planned to. 

Well you might. You might call him up I think. 

All right. 

Please . 

Yes, all r i ght. 

liave I got any excuse to call up the Bank of England? 

Well I spoke to him at 12 o'clock yesterday . 

Well t alk to him again to-day. 

All right . All right, I will. 

Please . Thank you. 
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C!!OUP MEETING 

Present: 

H.t!.Jr: 

JlcReynolds: 

H.M.Jr: 

McReynolds: 

R. M. Jr: 

McReynolds: 

H.l.l. Jr: 

McReynoHe: 

H. M. Jr: 

Mrs. 
Mr. 
Mr. 
Miss 
Mr. 
Mr. 
Mr . 
Mr. 
Yr. 

Klotz 
McReynolds 
Lochhead 
Roche 
Haas 
Taylor 
Caston 
Oliphant 
Magill 

March 5, 1937 
9:30 a.m. 

I ' d like to make this very abort and snappy this 
morni ng, because I 've got troubles . How are you 
(llcReynolds)? 

I am feeling very well. 

Good. Well , they cell it intestinal f lu now; I used 
to call it something else. Mrs . McReynolds said 
that you got it before you came to my house Monday 
night . 

That ' s true. I didn't get anything there . I got it 
over here at Dikeman ' s Lunch. I've been advertising 
the place. I just went over there and got a sand­
wich. We fussed around with that stuff until it was 
almost time to go, then I went over and got a sand­
wich. 

You looked awfUl , but I didn ' t say so because I don't 
believe in telling people they looked awfUl until they 
look better. 

Mao , take a look at the letter which I sent to 
Mcintyre on alcohol. 

I 've read it ; I thought it was very appropriate. 

I 'll go you one better; I thought it was a master­
piece. 

I t hought it was perfect . 

If anybody is interested , it is eve.ilable. We went 
very noble and said we were setting an example on 
whet a good piece of legislation should be, end that 
t he critics of the President ' s reorganization plan 
naturally would look at any reorganization with a 
magnifying glass and, therefore , this must be s 
model; t hat Yr . Alexander ' s or1t1oiams were not 
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pertinent at this time . Let them laugh that one 
ott. 

You bad asked him to report to the President? 

Who? 

Al.e:z:ander. 

Oh, no. Ob, no. 

At the meeting the las t Friday - last staff meeting, 
you had told Al.e:z:ander that if be bad anything 
to say about it, he was at liberty to present it , 
and you would see that it got to the President. 

But it didn ' t clear through us, did it? 

No, it didn't clear through us. He tried to give 
me a oopy but I wouldn ' t take it. 

Miss Roobe, did you say .•...•••• • 

It seems to be relatively calm so far . I'm just 
waiting for a oall. I think it ' s going to be all 
right. 

George? 

I have nothing. 

Wa:yne? 

Nothing. 

If you will stay atter this meeting. 

Mr. Upham wired me yesterday his Mother was operated 
on yesterday and was doing very well. 

Suppose you (Mrs. Klotz) send a telegram that I am 
glad to bear his Mother is feeling better, hope abe 
will have a quiok recovery - beet regards. Not best 
regards, but beet wishes - Just s friendly telegram. 

5 

I bad some inquiries from the Chicago newspapers about 
a rumor which is said to be circulating in Chicago 
that various people of our Treasury people in Cbioago 
were t o be shifted out of there; included ebOU~ 
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of any - Callaghlll:l and 'l'.idwell end Yellowlay wee 
at the head of the liat , and Kre. Bass and Madden. 
The story in oirculation was that they were all to 
be removed out of there. Obviously some of Frank 
Igoe•a propaganda . Harold Graves baa same more 
information about it that he can give to you if 
you are at all interested. 

Well , only if it is important. Huh? 

Well , it's going to get important sooner or later. 
Tbis fellow - there Juat baa got to be a showdown 
With this fellow Igoa sooner or later. Be got 
the Grand Jury to make a report criticizing 
Yellowley. 

But it was a very poorly done Job, because the 
kind of criticism made by the foreman of the 
Grand Jury of Yellowley•e people ~~ld only 
have been made by their legal adviser. 

Yes. 

Who - this fellow Glazer - and be criticizea 
their legal presentation. 

Well, you fellows will have to carry t he ball on 
this because I Just can' t be bothered now. All 
I can do is - I told Yellowley I ' d see him t hrough 
and he's got nothing to worry about and to carry 
on; that's all I can do today. 

Stewart Berkshire went out there , and be ' s going 
again. 

Well, I just can' t worry; I mean I told Yellowley 
face to face. 

Now one thing I em worried about , and I don ' t know 
just bow this thing works - I ' d like a lawyer. 
Here is a piece in the paper that Kr. Harlan ie a 
member of the firm of Moyle , Wilkinson , SUydam, 
and Harlan, and I ' d like to find out whether that 
firm is going to practice before the Treasury. 

Tbay do practice before the Treasury. They are 
admitted to practice. That ' s an old tina end he 
ie merely Joining up. 
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What ' s Commissioner Moyle soins to do? 

That ' s his son . 

I know, but I still say, whet ' s Commissioner Moyle 
soins to do? I ' m not goins to have anot her case 
like the former Senator from Utah and his son. 
What was his name? 

Smoot . 

Reed Smoot, his son. Mao, I haven ' t sot time , 
but you send tor Commissioner Moyle and ask him 
just what be is soins to do. I mean .•••••••••• 

See, this boy - Moyle bas been a member ot that 
firm for quite some time. 

All risht, but I went 
Moyle is soins to do . 
the Treasury or not . 

to know what Commissioner 
I mean is he stayins in 

I went to know flatly. 

O.K., I ' ll set it oleored . 

What? 

Yes , sir , I'll f ind out flat. 

I Qllt to know. Think I 1m within my rishts 
(to Oliphant)? 

(Nods yes .) 

What? 

You know what I t old you . 

I know. 

The erransement bas not been carried out. 

What? 

The arransement baa not been oerried out. 

No. Well , let Mao start somethins on it t oday. 
Are you (McReynolds) up to it pbysioally? 

1 
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Yes. 

All r ight. You see , I was told that upon Harl an ' s 
enter ing t his tirm , Commissioner Moyle expected t o 
resign from the Treasury. That ' s what I was told. 
Now I ' d like t o know whet her t hat is so or not, 
see? I wouldn't mi noa words. 

I won' t . 

I mean would you mind? 

Not a bit. 

Wbat'l 

Not a particle . 

By the way , those documents went out last night t o 
the three editors, and the rest ot t he stutt I wi ll 
deliver. 

Better do it t oday. 

Yes, I will. 

Lay it all, With a schedule, on Steve's desk. 

I 'd like t o have three minutes . 

Right atter this. 

Nothing new. 

All right. 

May I ask a question? 

Sure. 

Is it convenient tor you it I be away on the 18th -
that's Thursday - 18th , lQth, and Saturday i s the 
20t h - to go up t o this Barva.rd t hing? Otherwise, 
I oan forget about it altogether. I thought maybe 
)'OU were going to be away. 

8 
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I am, if the Lord is good to me . Yes , sure. 

O. K. 

I t ell you (Taylor) wbat you better do. If you 
haven ' t seen that , read this s tuff , Wayne , will 
you? Then be baok at tive minutes of t en. 
Suppose we do it tbat way, see? Feis will be 
here at five minutes of ten. That will give you 
five minutes to sound oft. And you (Lochhead) 
be back at five minutes of ten. 

And than if Dr. Oliphant will stay. 

9 
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uar ch 5 , 1937 

10 a . m. 

Present : 

Ambassador Bonnet 
!!r. Jules Henry 
Ur. Teylcr 
Ur. Lochhead 
Dr. Fe1S . 

(Note: Unless otherwise specif ically stat ed, t he Atnbaaaa­
" 3F'8 remarl{s were in French and lrcro intprpr eted by l.!r . 
Jules Henry . ) 

HU ,Jr: l.!r. AObassador, the reason that I asked you 
to coce a t thls hour, I don 't know r hether you heve bad 
t.ioe to get your despatches , but t hls news coces over ?Ur 
ticker service and lf you haven ' t read it , possibly you 
w:>uld like to read 1 t. I don ' t :tnow whe t her you have had 
your d espatches y et , but this 1e what your Cab inet have done . 

(The Ambassador read t he ticker announcement as 
rec:>rded i n the transcr i pt ?f HM,Jr' s conversat i on with 
the ?resident at 9 : 15 today.) 

~e .;nbascedor: Thank y:>u very oucb , l.!r . Secr e t ary. 

HU ,Jr : I t h ink that this is approximately correct , 
because I talked to our eobaesy at ? : 30 t hi s morning and 
they had a repor t then ( i t was 12 : 30 ? arts time) whi ch wa s 
ab:>ut the s&•e as thio . 

No\7 , l.!r. Ambassador, I n eed not toll you that my onl y 
interest is to see your Government succeed. 

The Ambassad:>r: Thank you . 

HU,Jr: And anything thPt I say is from the standpoi nt 
or friendshi p an<~ wish1nc; to be hel pful . And I want to be 
able to talk very frankly and ln the r t r i ct ee t of confi dence , 
becsuEe if there ere any l eaks it mPkee my work and your 
work i mpoeslbl e . 

!Jr . !-lcnry : The Ambas sador eays he is a oos t diaoreet 
man . 

lo 
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The Ambassador: (In Engl ish) Certainly. 

Hll ,Jr: When I read t his , my reaction was I was 
terribly di sappointed , becauee sitting here, several 
thousand miles awAY, my guess 1s that it will not be 
enough, and I wonder if the ~baseador would give ~e h is 
qui cit r eection. 

The Ambassador : (Mr. Henry interpreti ng .) It is 
onsi er for me to speak French b ecause it is very difficult 
to exp l a in these questions . 

He speaks to y:ru very frankly and in all confidence. 
Ho thinks it was t he only measure t hat the.French Govern­
-t'nt coula te.Ae 1n order to renedy the situat ion 1n which 
1t found itself , an• because 1f the G~·ernment now had 
t nt.en more croastic meacures and had gone further in their 
deval uation, a very serious politica l crisi s would have 
taken ;~lace . 

Before I came to Wa shington I saw on many occasions 
the Prime LI1n1s ter. He had consuH.tld me . And at a con­
f erence I gave him advice to decide on t he definite stabiliza­
t i on of the franc. WhY? Because in my opinion t he crisis 
in ::'rrnce -- tn:> technical reasons : the ! 1r st :>ne •~as that 
since t~c s~a~~l1zat1on !un~ in Fra~cc -- since the fund had 
stabilized t he dol l ar an t he pound at a fixed ratio with 
the mar gin of large enough fluctat1on, all the French people 
and costly t he exporters thought that t hey would leave abroad 
t he foreign money that they had becauce they were sure that 
t he dollar and the pound would not go down; that , on the 
contrary , the pound and the dollar had chences to go up. 
The French dealers and business men who had pounds , due t o 
the policy of the French equalization fund , they knew that 
t he pound they had wae worth 105 francs ; that the pound 
wJuld not go below that, and, on the contrary, that 1f t here 
was a.ny chances of oovecent t he movement 1\'0Uld be better -­
t hnt the pound would be north core than 105 trance , due t o 
t~c French t emper. When t he people eold, t he pound was 
never fluctuetlng below 105. The French business oen bAd 
dtcided impression t hat the pound would never go bel ow 105 . 
If 1t was got.ng t o fluctuate, i t would fluc tuate up and not 
down. 

That, ln m¥ opln1on , says the Ambassador, is one of 
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cPuteo t hnt was hanging over the French f tnPnci a l situa­
tion. 

The second reason wa s not. a mone t ary one , but was 
the Treasury s ituation . They knew 1n France t hat due t o 
the v~ry heavy expenditures of t he Treasury, t he Treasury 
would have t o borrow a consider abl e amount of money and 
1t wPe t ne opini on t hat t he pr esent Government, due to the 
\' t ry et.r onb opposition on t he part or the cap1tal1ete or 
Frr nce, could not succeed in i t.e borrowing pol icy or plac­
ing loans . And so the idea wae spr ead -- t he opinion was 
s . .:.read -- t he Go\·e r nment woul d not succeed t o place loans . 
~herefore the G~vernment would be bound to t ake some infla ­
tionist measures . And that opini on spread ~· er t he country 
and became Pnother r eason for the weaknesc o f the franc. 
The measures Just. t aken by t he Government put an end t o 
th~oe two causes . 

First , conc~rntng t he unoertrint y of the f r anc . Now 
the frano is fixed - - 1e definit elY fixed -- and t he cause 
of uncertainty disappear s . The second cause a lso d i eap­
pepro , because by fixing -- by deciding e. definite stab1liza­
t.1on - - tho French Government can dispose of sever a l o1111ons 
of fr~nces due to the dev~uation of the gold of the BPnk 
or France . In fact, one should not f orget that it ¥Tas t he 
l01'1eot r at e . That devaluation of the gold of t he Bank of 
France hnd been established l ast September. If t he French 
GJverncent. etabilized at the rate of the fran~ held since 
lBet sc, tecber t hey would be able to dispose, besides t he 
eGu811zBtion fund, of a revaluation o f the gol d reserve& 
about. 6 ,000,000,000 f r ance . I f , on the contrary, the 
Governm~nt goes t o the lowest rate or the Tr1pe~tit.e Agree­
~ent, it would not be 6 ,000, 000, 000 francs, but 12, 000,000, 000 

• francs that 1t could dispose of, since t he r evDJ.uation of 
the r eserve of the Ben~ of France and the new resources of 
the Trc~sury will per mit our Government t.o spend at least 
six nont.he wit hout beins compelled t o l seue l oans on the 
domestic market immedi a tely . 

I wish t o add t hat b ef or e I l eft France I had indi­
ca ted t.o ~- Blum, who had consul ted me the day before I 
left , that 1n my opini on t her e were t ... o other t htngs to 
do. First, say very strongly t o t he public that a stop 
would be .)Ut to the expenditures of the Budget. Second, 
that the Government. would do all in its power in order to 
stop rising prices. The process would be through the new 

lZ. 
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opening of the mer~et for fo r eign products which woul d 
h~lp stop the very r apid r ise in pri ces . 

Since I have come to this countr y I have b een gl ad 
to see that , on the first point , a stopping 1n t he ex­
penses , Ur. Blum in one of hi e last speeches at Sen Nazaire , 
Pr r 1s , when he addressed the public servant s of France , 
SPid he could not grant any more raises in salaries --
was agreed with ~ views . Ae to the second reco~endation , 
the n~xceeeity to lower pri ces through granting mor e facil­
itie s to foreign products on the French market, I know that 
- lnce I l eft France the Prime Uinister has encountered soca 
1ff1cultiee :>n the part of the political population which, 

of course, are pleased by the rtee ln prices . But ~v ic­
}resoion is that the ap~intoent of cr. Rlst , who is a 
~ereonal friend of mine and collee0 ue end worzed Y:ith me , 
mo;l'ne that :.:r. Blum 1s r:illlng to enter tnto - - to accept 
tha t second recommendation . 

Therefore, ~ conviction is he has done the only 
t hing which could r emedy t he present sit uation . 

Now I under otand fully tho opposition of Ur. Uorgen­
thau -- your obJection , your opinion that 1t is not enough. 
(Ur. Henry explained: You st~ted by saying it is not 
enough nnd he understands that . ) He under stands your 
f ear th~t l t is not enough . Uaybe i t would have been 
necessary to go furt her . But the Fr ench Ooverncent could 
not do it, firet , because the Tripart ite Agreement to which 
t he Government remains faithful i e there , 1n existence . 
Second, on account of the promises he made to the Parlia­
ment; that tf :.:r. Blum had been advlced to decide upon a 
greater devaluation , a devaluation or course bigger, more 
important, t han the one promulgated in the Tri partite Agree­
mont , 1 t. w:>uld have precipi tated immediately a crleie . 

!!t! Jr: I don ' t want. t.he Amb:lecador to t hink that 
I am l mpi y lng that he should dovalue beyond what your own 
law provides . You see, after all, when I came to the 
Treasury here , ln the fall of 1933 -- lf I t a l k slowly 
you understand? 

llr. Henrv : Yeo , he underct.ands . 

HU ,Jr: our Treasury could not borrow either, and 
t ne financial interests were all opposed t o us -- bankers, 

\3 
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everybody . So I have t he greatest sympathy for your 
GJvernment wh~ are more or less in the same predicament 
t hat we wer e a little over three years ago . But I Just 
~·ant to point out that we followed e diff er ent course 
than you h~ve followed . That nfter we devalued , we took 
nll of the gola held by our ci tizens at t he pr i ce before 
dev~ luation, namely , a t $20 . 6? an ounce . And, of c ourse, 
you pnoeed a decree which woul d have given you the same 
pol"er -- to take the gold nt the price before you devalued. 
But you d i dn ' t enfor ce the decree. Now, instead of fol­
lowing the sa.oe plan which we d id, you are per mitting t he 
nol~ero or gol d to turn t heir gol d in at the new ~rice of 
g,l d . Furtneraore, we experiment ed with the price o f 
e,ld and ~ept raising lt until l"e reached the price of 
•35 .00, an~ when we reached $35. 00 we fel t tha t was the 
ri~ht price. Up until now l t he~ proven t o be the right 
price , for three years . 

!1ow, when you devalued , you onl y went half w83. You 
only ~tent half way. And it looks t o en observer out side 
of France wh;,is not familiar with t he internal politica l 
problema t ha t you di dn 't go f ar enough . Pass lblY t he 
moves ~·llloh your Government t ook t oday will correct that . 
I s incer ely ll~pe so . But I nm very doubtful. 

The Ambnesad~r : (!.lr . Henry interpret ing) The Am­
bassador saye that although he is bound to observe a 
ctrta1n reserve , he fullY un~erstands your ~oint of view 
an•! oes not cont est your op~n ion . 

Tne Aob:tseador: I egree , .. i t ll your opinion . 

(!:r . Henry interpret ing) But the ei tul' t1~'l •·as th16 : 
due to rhnt happened and due t , what. hae happened t he laet 
month, he does not want to go ~ruther ba ck p~d Just wants 
to look a t the situa tion as it happened. He thinks t hat 
due to the eitu~tion t odey , he doub t s if t he Go\'ernment 
could ha\·e done differ entlY. 

Hll , J r : llobocl.y but a Frenchman oM understand your 
interna l situation . I don 't pr et end t o . But the thing 
I am afraid of le the t knowing your investors -- your peopl e 
l"hO have money --knowing thRt ;'ou cen go a nother £:11., that 
they will decide t o keeo the ir money oute 1~ e of France wai t ­
i ns to see wheth'!r you devalue r.not.her a%, especially 1f 
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they lL~~~ that t hey can get the higher price for t he gol d . 

The Anb:~s sador: (~. Henry 1nte~reting) The Am­
asked :·:>u v-he t.her :•:>a are speak i.ng of gol d and he does 
n:>t see 1n the deepat.ch the exact price or t he s t abilization. 
Hal•• y':lu any idea? 

HL! ,Jr: No . They hav en ' t chcnged the price at all . 
That is wh:~t has diotarbed me so . I am an Frenchmsn . I 
h~ve 1, 000 , 000 f r ru1ce in London . I see the French Cabinet 
is t_>Oing to meet . I .mow that t her e i s a law in France 
which says thet they could seize my gol d a t the orig i nal price 
before t.he !irst of October . Nor: t he French Governoent says 
I cnn turn t he gold in At the new ~rice . They are n:>t g:>i ng 
t:> sei7.e oy coney . But I kno,., un·ier the laY:, they can 
at.ill devalue another ~. so I say I 1"111 wa H an.d see whet 
they do . 

The Aobassador: (llr . Henry int er pr eting) The lmr 
allows the French Government to fix a definite value of 
the fran c by decree -- flxed by decree , the def inite value 
)1" the f r M c . But I think tha t since the Government ueee 
todt\y that rtght to fix the va lue of the franc, t hey will 
not be abl e to do it. acain 11it hout aslt1ng new powtr from 
tr. e ?ar11aoent . 

HU,Jr: Arcn i e, t hey could go fr~m 24~ to 34~7 

11r . Lochhee.d : RoughlY they a r e in t he mi ddle rate, 
~b~ut 30 . 

HL! , J r : What was 1t i n thel r t er ms? 

!:r. Lochhead: 47 t o 43 - - an even 45 . 

l"~ Jr • They coul" reduce that without going t o 
?erurun"e;~t. ? · 

1Jr. LoC!lhead: rl1 t hout going t :l ?arl1acent. 

The Aobassador: (Ur. Henry inter~reting) The Aebaaea­
dor has Just t~ld you t hat his opln1on, the tact. t.hat. this 
morning the frMc has been devalued, t.he '!Blue of the trMc 
baa been definitely oet at ... . • 

Ur. Lochhead: our despatche s don ' t indicate that. MY 

'~ 
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prlce has been set. They simply say that they will buy 
nnd sell gol d , but they haven ' t fixed a price . 

~" . Jr : You sec , !~ . Ambassador, the t hing that 
worries me is that 1f the newspaper s (I have no diplo-
cat1c despatch) but if the newspaper .. cepatchee are col'rt'ct , 
plue ay t elephone call this corning which was the same as 
the ner.spaper despatches, they have made this nove and have 
done noth1n0 shout changing t he price ot the rranc . That's 
1·;\tat ! cl'.n 't un ieretand . 

Now, I am J ust 1>utting myself in the pl ace of a Fr eMh 
investor who hae his money in London . I agree with you 
why I put my money in London - - becauce I felt that the 
.->oun<i would be core e table . Your Government announce a 
l.O ay tnat they will not ;>unlsh me and that they w .U.l give 
we tile new price :>f 0:>l d , but I know that you can still, 
wlt.hout going to ?arl1acent , devalue further . Uow, being 
an investor, I ac interested in ay own pocketbook first 
an( , therefore, there is every r eason for me to keep my 
llloney in Lon. on until I rtnd out v:hether the French Govern­
ment won 't devalue to the limit within t he decr ee or Oc-
tober l. And that is why I was so disappointed thl s morning. 

I" 

( t.lr . Henry at thio point left the r oom t o answer the telephone.) 
The Aobassador; I understand . 

HU ,Jr; In their announcement th1a morning if they 
bed sn1d pos1t1vPly no more devaluation , that would have 
been one thing. Pos1t1vely no more devaluation! the 
price of the franc !s fLxed . ~~d : beli eve t hem. Then 
maybe I would br ing my money back. But they say nothing! 

The Ambassador: I agree with you , Ur . Secretery, 
that ... . . . 

HU ,Jr: Look, ur . Ambassador. An investor ln money 
is the same under uny flag. He thinks of himself firat . 
Th~t is human nature . Isn't thP.t rtght? 

The Ambassador; Oh, yes . That 1 e right . 

Rll .Jr: Tne thing I Just want to say once more . .. .. 

(Ur.Henry returned at-t his point. ) 

tu·. Henrv : I t wae the Embassy . Precisely they had 
t he text rrom the other agency - - the whole text of t he 
Government deois1on, and I asked whether the pr i ce of gol d 
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wao fixed 1n i~ and they said no. 

HU ,Jr: You feel now the way I d i d a t 7 : 30 t his 
morning . I could no~ under stand l t. 

!lr. Hcnrf Thie pr ess information docs not fully 
sat.tofy tho Ac assador and he wiahos to tt l ephone to Pnrta 
to have a little more information , 

~r . Feis: llay I Just find out if we have any further 
c bleG in? ( r r . Fe!s left t he room. ) 

t;!! , -r: Yes . :7e l"ill wai~ un~il you coce back . 

(To ~he Ambassador) You, now, are j ust as be~!ldered 
as I am . 

While re are wai ting -- this young man from t he Pet1~ 
?aria ien, wno was in yes t erday , he is no~ to b l ame . He 
uhJwed us his despatch. Tne only cri~ic1em tha t I might 
have te tho~ he wro t e it withou~ spellking to you or t o me , 
9ut he conducted himself vePy well and as a gentleman. 

The Ambassador : (Speaki ng in English ) I was unhappy 
b~causc it was our fir s t c onq, r sation l'lith you , l.lr . Secre­
t.ni'Y ond I f eared you r:oulu ~h1nlt t hat I was i ndiscreet . 

Ur. Henr;v : '!'be A:Jbassador \Yas disturbed because i t 
wf\c oy !'1ret oonversa t.ion w1t.n ~he Secret:~.ry and I would 
not. wan~ hi~ to believe : was indiscr eet . 

The kcbassador: (S~enk1ng in English) I t alked to 
h~o yeaterd~· ana ne~t time he muet spe~ with ce or with 
you . 

;ru, ,rr: He wrote t his despatch \'/ l t hout having ~alked 
to you or to me and he si~e do1m and wr ites what he t h inks 
happened. He does no t real12.e how <ielloa~e the situa~ion 
ie , but i f you will r ead in ~odsy • o paper s -- I did not, 
I vory Cflreful ly word ed ozy sta t ement to show t her e was no 
d1f f or enoe between us . Ur. Henry, did he t ell you r1hat 
happ~ned at my pr ess conference? 

Hr. Henry : Yea , he ~old cvery~h1ng to t he AI:Ibaesador. 

H!.! , Jr: And the Acbassador 1& slll. isf1ed? 

'7 
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!!r . !-lenrv : Perfect ly sat lsf1cd ancl he want s to t hanlt 
you. 

~.Jr : Bec~uee I l e t the young man have a ;r ees con­
! renee her e wlt.h t.he Aoerican newe,m_1er men. 

The statement was what I had s~td to you, but somebody 
tv ls t ed i t . I f e lt. the same way as you did -- we don 't 
Hmt it mi sunders t ood b ecause what we ar e trying t o do i s 
t.:>o i mportant . 

( Dr . Fe is r eturned . ) 

Dr. Fei n: We hPve a l ong cable coming 1n. 
ably wlll Se t he t eres of t he Gov~rncen t decr ee. 

That pr ob-

L:r. l!enry : It oay be t h e same despatch a s !!avas . They 
rre sen l ng ~ copy to t he Ambassador. 

HL!,Jr: I t a'to it t he Ambas sador would like to come back . 

The Ambassador: (llr . Henry i nterpr eting) Yes , he wants 
t.:> te l ephon e t o Pari s . The Amba s sador woul d l i ke t o t e lephone 
to Paris and 1f you wi t h to t a l k with hi m a ften-ards, he would 
be VPry g l ad to tal~ with you t h is afternoon 1 1' you have a 

onent . Perhaps you CA~ cake appointment ? 

r~ . Jr : After Cabinet . At 4 : 30. 

The .<~,.cbaseador : Thank :rou ver-<J much . 

~ter the ADba osador l eft, t he group had a gener al 
d1ocussi on , a s f ollows : 

HL, J r : Well nor. . 

Dr. Fe1s ; Ther e 1e j ust t he uncertain question of 
fact . 17het her t hey have gone down to the limi t. 

HI.! , Jr; He 111\S Jus t as bewildered as I was . 

Dr . Fe t e: It 1c always d1ft1oult to know whether they 
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rre be'l':ilnered or trying to make out the best case possible 
f)r ~ oove~ent which does not c onsider i tself L~ cont~ol . 

HC.ur: But, as the State Depertment -- did I say any­
~ •• 1ng that t.he rh1t.e apct.e and best. cane could t~<e offense 
1\ t? 

Dr . Feis : How could they poo sibly? 

!U!, Jr: I was ultra courteous . 

Dr. ~e1s : The pnrt of his presentation, even on his 
own sup;os1t.i :ms , th~.t ! could not seem to follow through 
i s h is argument tha t t hey would not n~ed to borrow. 

H~ .Jr : Thic rello~ ~~<es an awfully ~oor impression 
on me . r e got 1t perfectly. This fellow is Just too smart. 

Dr. Feis : I t h ink - - I am not oure -- but I think that 
1c ~·1.,;ht . 

Hl! , J r : He got th1b thing all right . He gave me thiS 
t a lk ebout. hov: the Frenchman now would return his capital 
and I politely listened to him a~d then wove the thing out 
eb,ut hor investors are the saoe-- ho~ the man site ln 
:neland ltnor1ng t hey can devalue another a<; 18 not goi:tg 
bac:t . ':'h ie ~ellor 1a juet too smart for the Job. 

Dr. Fe!s : That 1s w~~t has been so stead ilY discour ng­
ln~ l'bo•Jt th~ French s1tuct!.on. 

H:J ,Jr: tly Ood! l'lhnt ' a the use of telling this b ird 
anything ? He kno~rs 1t a ll . 

c:r. ':'aylor: Don ' t you t h ink they knew that they had 
not fixed lt? 

~.Jr : Yen, he d id. He repd t his thing. 

Dr. Fe1s: I P.gre~ with ~ayne. 
e r gucent s tand up! 

HOW could .he make h is 

The Secretary next spoke to Knoke in New York and t he 
follo¥1 ng 1s a r ecord of the1r conver sation: 
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" . !.I . Jr : 

Knoke: 

H. LI .Jr : 

K: 

n .t• .Jr : 

K: 

ll .'' . Jr : 

K: 

•: . !I . J r : 

1. : 

H. 'LJr : 

K: 

H." .Jr: 

" · ... 

H. LI . J r : 

K: 

Hello . 

Karch 5, 1937. 
lll: l 3 a . m. 

Good morning Mr . Secretary. 

\'/ell Professor Knoke how do you feel about the 
l ast move at t he bank. 

Very little satisfi ed - very disappointed . 

!.!e too . 

Yes . 

I just had the Fr ench Ambassador here for one hour . 

Yes . 

And he ' s gone back to cal l up the French because he ­
he doesn ' t seeo to under stand it . This is my ovm 
guess . I can' t see on t his move that the French 
investors ar e goine t o rush back to France on Monday 
and borrow - and buy French government bonds, do you? 

No reason to a s sume that whatever . 

Yes . Nov1 until - until the French - now the v1ay 
this decree r eads they now - the Fr ench private 

inditidual gets the profit under the gold hol ding s . 

That ' s right. 

And knowing bat t hey can go another 8~ he' s going t o 
s it tight in London until he gets his profit, i sn't he? 

Yes that 's (laughs) t hat' s probably the prime r eason 
for him not to move . knother reason i s that I t hink 
the - ah - he wi ll tur n in h i s gold only i f , a s and 
1~hen confidence is reestablished - it isn ' t reestabli shed 
yet. 

Yes . But the French have got - the way I sum up the 
thing the French .have got to do one or two things . 
They' ve either got to say we ' re not going to devalue 
further or we ar e going to devalue further . 

Yes . 
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1! • •• Jr; 

:<: 

H. !!.Jr : 

K: 

R. \I . J r : 

K: 

H. r& . J r : 

K! 

'i.'! . Jr : 

K: 

R. u. Jr : 

K: 

R.U.Jr : 

K: 

H. IA .Jr: 

K: 

R. M.Jr : 
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But they 've s aid nothing about that this morning . 

Ri ght . 

Am I right? 

Tbat •s correct . 

Knd until that thing is settled nobody is going to 
rush back with their gold. 

Yes sir . 

What? 

That •s right and may i just add one thing . I venture 
even to say that they won ' t devalue I think won ' t do 
any more . I think they ' ll have to be positive and 
say that they will either - that they will go down to 
the 43 milligr am. I don ' t think that stabilization 
at the present price - say 4 . 65 in terms of the dollar 

will do the triek any more . 

No, t hey've got to go down to 43 . 

Right . 

Well you ~d I check. 

Yes . 

That ' s what I was saying around here for ten days 
but they- everybody ' s got me scared from s aying it . 

Well you know l ast Friday when I was do1m there I 
pointed out ..•.. 

What ' s that? 

Vfuen I was down there last Friday I pointed out that 
Boudan originally thought he •s w1111nr, to 

do it - to definitely stabilize at present levels . 

\'fuo ' s Be~t!IM. ~~ 
11~ 
Beali:nang, you know the fellow who was suggesUd. 

Yes, but that was his position. 
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H.M.J r : 

K: 

' . .&. J r : ' 
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K: 
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Pardon me? 

That his position tha t he took . 

Yes, now s ince then more water ha s gone over the 
dum ...... 

Yes . 

•••• and I very much doubt whether he would be 1'1illing 
to try i t to- day at the present level anymore . 

Yes . ~ell you and I check - ah - you might tell 
Governor Harrison of our conversation, will you pl ease? 

1111 right , sir . I checked 1nth hi m this morning and •.•• 

Hell you tell him the Fr ench ~<mbassador is corning back 
here at 4 : 30 and If~ have anything I r11 let you know . 

Thank you very much sir . 

Huve you talked to Cariguel to-day? 

\I ell - ah - I hadn r t planned to . 

V1ell you might . You might call him up I t hink. 

All right . 

Please . 

Yes, &11 right . 

Have I got any excuse to call up the Bank of England? 

~·:ell I spoke to hi m at 1 2 o • clock yesterday . 

Well t alk to him agai n to-day . 

All r i ght . All right , I will . 

Pl ease . Thank you . 

Regraded Uclassified



·. 

u 

Secretary of State 

Washinston 

307 , March 5 , 11 a .m. 

FRO!.! COCHRAN. 

GRAY 

Paris 

Dated March 5, 1937 

Reo'd 9: 40 a.m. 

The followins is tra:::slation of story carried 

t his ..:omtns in PETIT I'A.li5IAI: fror.t its Wash1nston 

corr e s::ondent . 

"l.r . Henry lllorsen thau, Secretary of the Treasury of 

the Uni ted Stat es , today officially r epea ted t he indica ­

tions WPich I sent to you yesterday resardins the sym­

pathetic interest with which the ,\merican Govel'!llllent 

fol lowed the developments of the Fr ench s ituation . Com­

ment ins upon his conversation of Monday with Uonsieur 

Bonnet , our new Ambassador, l!r . Morsenthau declared: 

1 I as sur ed him t ha t the l.llter es t of t he American Govern-

ment for t he pr osperity of ~ranee had been manifest for 

t he ,last two years end that we would continue to do all 
/ . 

t hat we CaUl~ within the spirit or cxlatins laws• . A 

mista~<en interpre ts tion of the despatch of t he PETIT 
. . 

PARIS!~ which was retra~smi tted from Paris caused a 

sh~rtLli~ed disturbance 1~ official (~ S~CTION 0~) 

·.nc:r.R h'ILSON 
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Secretary of State 

\'lashing t on 

GRAY 

Paris 

• 

Dated Harch 5, 1937 

Rec'd 10: 10 a . o . 

307, Uaroh 5 , ll a .m. ( S"':CTIOt1 T1VO ) 

quarters here in Washington . The declaration of :lr , 

i nrgenthau conf1nned in all points the message which 

was t>Ublished thla morning in the Pr:TIT PARISI":N. " 

Af ter referring to calls made by Auriol yesterday 

at the Flysee Palace and on Caillaux, and to rumors 

circulati ng, P'll;'l'IT PARISIK.' publbhes the following 

state·il!'ut whJ.ch 1s seErningly insp.red: "stirred by 

t:1ese r umors authorized quarters .-:ategorical ly deni ed 

last evening that t he Government intended to modify its 

presen t composition e ither by adding new ministers or 

by various changen i n tho distr ibution of offi ces . 

The same denial wns made concern ing the indication that • 

L~bcyrie would leave thu ~nk of France and it is added 

that such a step had never been envisaged. •nth r espect 

t o suggestions made concer~ing a n e w monetary policy 

these ~t ere also vigorously refuted, not only as concerns 

atub~lizatian , but also as concerns the claim that Auriol 

intc~ed to reduce the franc to t he lowest limit ,rovldod 
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U - 2- #307, Mar . 5, 11 a ,m . sec . 2 from Paris 

by the monetary law , that 1a to say to 43 m1llegr9llls . 

Under these circumstances any thought of a meeting of' 

pa rliament on Saturday may be set a aide " . 

IYILSON 

HPD 
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BJJJr: 
H. ,, • 
Ccchrc.n : 

ffiJJr: 

C: 

C: 

HliJr: 

Friday 
llarch 5 1 1937 
ll: 40 a . ::! . 

Bello 

Bello - do you want to take this down or not? 

No, we - we 're - you - you read it just your 
regular way . 

The following is communicated by 
the offi ci al netts which we got today . 

- that's 

Yes 

The Ministers met in council at ten o ' clock at the 
Elysee Palace under chairmanship of LeBrun. 

At noon Premier Blum met with the Ministry of Interior 
where he dictated to t he press the following communi­
cation: 

"The Council or Ministers has examined the 
financial situation in its essential ahd basic 
elements , that is, currency and its station . Upon 
the motion of Vincent Auriol, Mini ster of Finance, 
it has taken unanimously the following decisi on : 
First, appa~ently the tri- partite agreement concluded 
September twenty-five with t he United St at es and 
Great Britain remains the basis of the monetary 
policy of France , because to expose control has been 
excluded . The Government i s asking the Bank of 
France t o give a general authorization for the free 
importation and free negotiation of gold domestically, 
or internally . To begin from Uonday, March eighth, 
the Bank of France will buy gold at the day's r ate 
without r equiring revelation of ownership . A com­
Mittee composed of Labeyrie, Governor of the Bank of 
France; Rist, Honorary Governor; Baudouin, General 
Llanager of the Bank o~ Indo-China; and Rueff , Director 
of the General Movement of Funds will man.age the ex­
change equilization fund, which is under the monetary -
which has under the monetary law all the appropriate 

for :~.ssuring the defense of the .franc. To 
give attention to insuring security of commerce md 
the stability of price, the author i ty of this committe e 
will be extended to check up supervising t he Rente 
market- that's the Government security market - in 
agreement with the General Manager of the 
Do you folloiY? 

What? 
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Hl.!Jr: 

C: 

llllJr: 

C: 

-2- 27 
Could you follow all right? 

Yes 

The next paragra ph is budget: 

"The tax receipts for the month of January 
and the corresponding state of the economic recovery 
give room for hope that the small deficit inscribed 
in the finance law will not be exceeded and will 
even be very substantially reduced during the fiscal 
year. The Government is resolved not to impair -
by unforeseen expenditures -the return t o real equi­
librium . The most severe instructions have been 
g iven to our services t o forbid additional credit 
under the reservation for the necessary improvement 
of small salaries -" 

Yes 

"- the Government Will restrain from introducing 
before Parliament any requests for new credit. The 
effort t o stabili ze publi c expenditures will be 
exercised simultaneously upon t hose prices which 
appear already to have at t a ined their admissable 
acumen an unjustified influence will be fores t alled 
or suppressed . 

tlow, a par agraph on the Treasury : 

"The i mprovement of the economic situation 
and the progressive absorption of unemployment in 
certain industries emits a modification of .t he 
reythm of a certain number of expenditures for in­
vestment or for initial undertakings at the start 
of a state or public body . Under these conditions 
and talting into account the real situation 
the Government ha s verified tha t payments to the 
charge of the Treasury during the year 1937 can be 
reduced by six billion francs . Taking into account 
t his r eduction and that which the Government has 
decided to carry out in the cours e of a year, upon 
the operating deficit of the railway, and the eight 
billion already paid out since the first of January, 

the Treasury are brought down to a 
figure which does not exceed the normal capacit7 
of investment f or - of borrowing by the Treasury. 
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"Industries have passed on to about fiftr per cent 
of t h e credit for armuenta which t he Government 
has decided t o sever through a big loan tor national 
defense. This guarantee and option ot exohaace; 
that is the thing, on conditi on that no Prenobaan 
can plead his personal interest in order to e scape 
his obligation, his civic dutr . For the launching 
of thi s the !ranch Government makes and will 
make an appeal to the nation The .national 
defense loan i s the only one which the Treasury is 
to i ssue in the course of a year. The remainder ot 
the needs of t he Treasury will be easi!r covered br 
normal operation. These 
measures represent trecoherent foe . '!be soluti on 
brought the problem concerning currencr, Treasury, 
ba~ance of the budget and·prices acting and react i ng 
upon one another are such as to guarantee for the 
nation that the national securitr Which i s made 
possible by the economic progress and ~acking Which 
this progress wo~d be t hreatened." 

How much 111ore is there, Cochran? 

One line 

All right . 

"The Government 

Thank God ! 

- n - has done i ts dutr . • 

What did rou sar? 

" - Frenchman wo~d do his . n 

What ' s t hat? 

"The Government believes it has done its du~ . " 

Yes 

•It trusts that every Frenchman~ do his . " 

This is where I say 

Yes, ;res 
the radio 
night the 

So Blum i s going to appeal on 
tomorrow night for this. And on Sunda;r 
Presi dent of the Republic , 

28 
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C: 

HliJr: 

C: 

lliiJr: 

C: 

HliJr: 

C: 

HMJr : 

C: 
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the President of the Chamber,Caillaux ; and al so 
the President of the Senate will speak f or it . 

I see . 

And now, you will recognize in there certain ideas 
with respect to liberalizing trade and keeping down 
pri ces . -

Yes 

And cutting expenditures 

Yes 

- which correspond very closely to those which 
Professor Reve expressed to me two days ago. 

Yes 

Their - the big hope is that he will dominate the 
committee. 

Yes 

And if he does something good might come. There is 
general regret , however, that they didn ' t get rid 
of two officials . 

HllJr : Yes 

C: 

HliJr: 

C: 

H!IJr: 

C: 

l!llJr: 

C: 

l!llJr: 

They thought this - that that was really n ecessary. 

Yes 

Yes 

Now, let me ask you a question. 

that 
In t his long statement/you read 

Yes 

- i t doesn't say ~thing about what tb~ a r e going 
t o do about their right to devalue the further eight 
percent . 

It doesn ' t say anything at all. 

No 
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The understanding seems to be thet this a ew eom­
mittee will not hold the rate as firmly at 105 . 15 -

Yes 

- sterling, as has been done in the past. 

Yes 

That ' s not sure, but I mean, that is what the market 
people think . 

Yes 

But as to how far th~ will let it go toward the 
lower limit 

Yes 

No one knows . But t here i s nothing said about 
definite devaluation 

Yes 

- or as to where the rate will be maintained. 

Well, what r ate wil l the Bank of Franee pay for gold 
on Monday? 

They'll pay the low market r ate without a sking you 
where you got it, or whether you've paid your taxes, 
or whetnot . 

Well, wha t is the rate, t he same as today? 

Yes 

Yes, res 

That 1 s DIY understanding. 

Well , now just a minute, Herbert Feis is sitting here 
with me; he may want t o ask something . 

All right . 

No - no, I I suppose the Havas Agency will 
release that to everybody? 

I took it off the tieker, I 
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Oh 

I got the same almost the same through one of the 
American Press correspondents . 

Yes, I see. 

See, t hey don't hand out a writ ten commun.i que; ther 
read a communique to the press men 

Yes 

- who take it down. 

Yes 

31 

Then the only official communique is given out through 
Hava&. 

I see. Well, I guess we'll get that . 

See, and it ' s on the wire t o you now, part of it . 

Oh, you're sending it in the open? 

No, no, 1n code . 

Why didn't you send it in the open? 

We - they don't let us send anrthing 1n open, I 
oaean, they 

Well -

T'ne rule of the department is that we should code 
everything. 

Yes 

I mean, it saves expense . 

Yes all right, now Just a minute. 
Ambassador Bonnet was 1n here this morning at rrr:r 
r equest at ten o'clock hello? 

Yes 

And he ' s coming back again this afternoon at tour­
thircy. 
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I see. 

And but there is not hing particular t o tell you 
and if there is why we 111 advi s e you - Herbert 
Feis will send you a cable. 

I see. 

Just a minut e. Yes, one of my guest s here wants 
to know what is your explanati on why they did not 
take the other eight percent . 

It i s my belief that they are afraid to stabilize 
until they see whether or not hold it and 
whether they get funds in, t hat i s , the repatriation 
of capital which would permit them to hold that rate. 
Yes 

I mean, right now, as we know, they 're out of foreign exchange in gold . 

Yes 
they 

And by getting this free gold arrangement/have a 
chance to get some back the first of the week. 

Yes 

3£ 

I imagine t hey have had t o draw on their banks today. -
Yes 

- to replenish the fUnd. 

All right , Cochran - well now 

when be was here the ot her day . But when it 
wasn ' t yet established 

Yes 

- he would be on this co2mittee 

Yes 

It was his idea then that they shou ld not attempt 
definite stabili zation during a period when there 
was so much pressure on the Treasury and when a 
number of these t hings had not yet been resolved . 
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Yes What is your best guess as to the possibl e 
success of the new French loan? 

Reynaud and Renier have both come out, the two for.er 
Finance ministers , pleading 1n behal f of the loan 
and approving the measures taken to dat e. 

Yes - Wh.at are the terms of the loan? 

They ' re not announced yet. 

Yes 

The main thing about it i s an unlimUed amount 
and a guarantee - an option of exchange. 

Yes 

Which of course gives the impression that they will 
undertake to hold the franc where it is . 

I see. 

I mean, otherwise, i t makes a pret ty big loss if they 

Yes 

So I mean, that 's; the bes!; &$s~uee tRt t be ~ · • 
market , tha t they ' r e going to try to bold t he franc 
where it is. 

All right. 

I 1m getting .t his in a telegram; part of it is already 
gone. 

Thank you. 

And oh, one thing, may I ask you? 

Yes 

This Mra. Shafrotb, you know? 

Yes 

I t elephoned the Counsel at Havre 

Yea 
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- to meet her . And Wait and I, one or both ot us 
will be down . 

Fine 

If the train is t oo late I 1ll be on my way to Basel, 
you see. 

Oh, I see. But will Wait be there? Will Wait be 
there tomorrow? 

Yes , sir 

V/hat? 

Yes, he will be here. 

All right. 

And either he or I, or both of us will go. 

Thank you. 

Can you tell me what she looks like, I don ' t know 
her and neither does he? 

No, I think you ' ll Jus t have to cell out her name, 
that • s ell. 

Fine - all right . 

I think you'll have to have somebody cell out her 
name . 

Well , I've told the Counsel t o tell her that we're 
looking f or her there. 

All right . 

So we'll do the next best. 

Thank you. 

Goodbye. 

Goodbye. 
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TREASURY DEPARTMENT 

INT&R O f1111C& COMMU NICATION 

..... , MAR 5 1937 

TO Secretary »orgenthau 

.- Rerlll&ll Ollphaut 

1\'e have eanvasaed the poaaible results or a break in the French situa­
tion and have concluded that there is no foreseeable development where we 
would have to prepare l egal docwoents to be in a position to sateguard the 
Government's interests by iuedia. te action. In reaching this conclusi on we 
have assumed o.ny one of the following possibilities or a. combination of themr 

(l) Further devaluation ot the franc to the legal lllllit. 
(2) Devaluation below the present lillit within a new r&Q8e . 
{3) ODcontrolled devaluation or internal 1nf1ation. 
(4) Iapositioo ot a gold eabargo. 
(S) Iapoai tioo of sxcb.a.Dge control. 
(6) Lesalisation ot a tree gold u.rlcet in :France. 

Ot the torego1Q8, on:!Jr (l) and (6) would probab:!Jr be acco•plisbed with­
out a preliminarJ' gold ombargo; (l) because it requires no cbaDge in exist­
ing legislation, and (6) because it would not necessarily be acc~~ied by 
prospective gold exports. 

Possibility No. (l) would be entirely ocnsistent with the present French 
policy, would presumably not violate tba tripartite arrangement 1 and would 
probably require no aotion on our part. Possibility llo. ( 6) would be a de­
parture troa present P'rench polie;y, but apparentl,y would not otherwise re­
~uire a different conclusion rroe Possibility No. (1) . 

The existence or a gold embargo or the resort, even w1 thout a gold el!l­
bargo, to aey or the reJII&in.ing possibilities would necessitate a re-oxamlna­
tion of the present asreement with France for giving up gold. Whether or not 
such re-examination would result in the ooncluaion that the agreement should 
be abrogated would presumab:\Jr depend upon the precise terme of the actioo 
tslcen. But at worst the French agreement could be teriDinated on 24 hours ' 
notice , and under r ecent clarifications or the agreeaent no new exchange 
transact ions could be UDdertalcen by either party aft er such notice which 
would entitle it to receive gold. For these reasons it seeu that we are 
equipped to take instant actioo ot t !l8 only sort necessary to a.ateguard the 
Treasury's position. 

It is remotely possible that the :French act ion would precipitate e gen­
or&l retreat from the tripartite arr&Q88llents. !!'reD if that occurred, and 
the entire arrangelll8nt beCB.IU inoperative, the existence ot the Stabilisation 
Fund, tbe power to devalue , and the power to re-exert exchange reJUlationa 
should be sufficient to control the situation. 

I ae advised that no cold ia Glider earurk in France, in a nbat&nti&l 
aaount. 
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INTRft O ,.triCK COMMUNICATlON 

o•n March 5, 19.)7 

•o Secretary llorgentbau 

llr. l4&g111 

SUb!ectr Railroed Retir.,ent J.ct: 

1 . On February 27, 19.)7 the President approved H, J, Rea. 212, 

extending until June 30, 19.)8 the period during which taxes will be 

J>'IY&ble under the Carriere T&ld.ng Act, The exteneion legislation was 

agreed upon in Cabinet on February 5, 19.)7. The Carriers Taxi~ Act 

prortdes for taxes totall.ng 7 percent of the P.aUroade' payroll (with 

certain qualifications) PIQ'&ble one-hal.f each b7 the eaployeee and b7 
the railroads, The origi nal Act was approved August 29,. l9JSL affective 

March 1 , 19.)6. The Budget for 19.)7 contains an estimate of ¥>J.34, 600, 000 
receipt s from theee taxes . Actually only a small .aum hse been collected 

since collection was enjoined b7 a Federal District Court and the appeal 

h 8 till pending. 

2 . The Reilroad Retirement J.ct, providing for retirement allo'll­

e.ncea to railroad employees in lieu of allowances under the Social Se­

curity Act, ws.a approved August 29, 1935, effective llarch 1 , 19.)6. Ths 

operation of thb law was not affected by the injunction suit and bane­

fl. ta are now being paid. Ths Budget f or 1937 ahowe an appropriation 

of '46, 620, 000 for this purpose for 1937 which wilt be continued as 
available for 19.)8. Although the two laws are eeparate and independent 

the intention wee that the collections under the Carriers Taxing Act 
should be suff icient to care tor the allowances to be paid under the Re­

tireo:ent Act. 

J , Under the supervision of the Reilroad Retir-en t Board, rep­

resentntives of the railroads and of the rnilroad employees engaged in 

negotiations during February looki ng toward an qreement upon a plan 

ot taxes and retiring allowances . Ths Cbai=an of the Railroad Re­

tireaant Board advised the ~eaeury at the t!Jna tbat the exteneion of 

the Carriers Taxing #.et ws.a introduced in the Bouse, thst the agree­
ment would include prortaiona for payaent to the Treasury of taxea al­

ready accrued under tha Carriere Taxing Act. The Treasury w&e not ad­

need of the subsequent proereas of the negotiations , but upon u.ldng 

i nqutcy on Februaey 25th learned tbat a tenteti•a ecrae-ent bed bean 

concluded between the repraeentatiYea of the nilroade and of the rail,. 

road employees that a new Taxing #.ct c~ initial texn or S per­

cent of the ~olle and effective January 1 , 19.)7 abould be substituted 
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tor the meting law 1!bich carries a 7 percent rate and na eftecti•e 

Warch 1 , 1936. ConsequenUy, the agreSIIlent involves a lose to the 

Treasury of about ~00 aill1ona included in the 1937 Budget. lloreover, 

the tentative agreacnt &lao conteoplatea that amounts baring a present 

•ortb of approximate~y $?00 millions shall be diverted !rom other sources, 

presUJDsbly from the P<IYIIl&nts of Social Security taxes , for the uae or 

railroad retiring allowances . 

4. The Treasury and the Acting Director of the Budget !.mediately 

informed Mr. Latimer that it bad had no opportunity to conaider the ten­

tative agreement nor t he various questions of policy and or actuarial 

co:opute tiona which it involves. The Treasury for t he first ti.me n .a 

informecl of the details of the proposed agreement by a aeiiOl'anduoa t'roll1 

,Ar , Lati111er received about 5•00 P. ll . on llarcb )rd. ConsequenUy, in a 

confer ence attended by Ur. Bell, ~lr . Altaeyer, llr. La timer and m;ysel!, 

it 11'BS agreed that the r epresentatives or the railroads and of the em­

ployees ahoulcl be informed by telegru that there 'lac! been no CO!mit.­

•ent by the Administration or approval of this specific proposal. We 

understand that representatives of the various r ailroads lire 11eeting i n 

Chicago on !larch 9th to consider the proposed plan. The Treasury and 

the Acting Director of the Budget are anxious that tba perties to these 

negotiations should not be under the iapreaaion that their decisions 

on the major quest ions of policy involved in the agreement hnve Adminis­

tration approval, when the Treasury and the Bureau of the Budget were 

not given the opportunity to consider it until after the agre81lent trllft 

concludecl, end ita terms published. 

, 
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p 
y llarch 1 , 1937. 

gJ!ORIJill!JlJ '1'0 Tl!l'i PRES!Dn!T; 

k• lk'ilroed Retinacnt Act. 

1. On Se.turd117, FebrUIU'y 27, 1937, you approved H. J . 

RPs , 212, extending until June 30, 1938, the period during '<itioh 

texas 'ld.ll bs payable under the Carriers Taxing Act. The ex­

tension legislation was agreed upon 1n Csbi.Det on Februe.ry 5, 

19;37. The Csrrhra Taxing Act provides tor texes of• (1) 

Ji percent upo.n the income of railroad 801plo:yeea (not 1n excese 

of $300 per month), to bs collected b;y deducting and w1 tbbolding 

from the employee a' compensation; and (2) , • 11Jce amount, to be 

paid b;y the carrier, The origi nal act ,, ... approved August 29, 

1935, affective March 1, 19;36. The Bud&•t for 1937 contains an 

es timate or $1)4, 600, 000 receipts flooa these texea. Actuall7, 

onl:y a small BUll baa bsen collected, aince collection ns enJoined 

b:y a feder al district court, nnd t ba appeal is still pending. 

2. The Railro11d Retirelllent Act, pr ov1Mng for retirement 

allo:<ances to rc.llro•d <Dployees in llau or (end in excess of) , 

the allo'l'lUlces under the Social. Securi t;y Act, "'liB approved 

AU&ust 29, 1935, effective llercb 1 , 19;36. The oper a tion ot tbia 

l aw 1'188 not affected b)' the inJunction auit, and benefits are no" 

being paid, The Budget tor 1937 ahowa an appropriation of $46, 620, 000 

for this purpose tor 1937, -.blob rill bs continued as aveileblo tor 

1938. AltboQgb the t110 acts are separa te and independent, the in­

tention waa that the collectioiUI under the Carriere Taxing Act should 
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be sufficient to care tor the allo?.anoee to be paid under the Re-

tlrement Act. For thi~ reason, a date or expiration was inserted 

i n tba Taxing Act w1 tb a view to compelling an investigation end de-

ter:ainntion or the uount or tu neoeall&l')' to provide the deeired 

benefits. There ' aa testimony by Yr. E&atnen and llr. Latiaer to 

the e f fect thnt the benefits would requ1ro toea total H ng 7 per-

cent to 10. 3 percent of t ho railroad pnyrolls . 

l• Under the supervision of the Railroad Retire!!Wint Board, 

representa tives ot t.l)e railroads ond or the railroad B!llployeea have 

been engaged i n negotiations l()C))d.ng tor ard provisions tor retirinc 

allonmces .mioh would meat the approval or both parties, Yr. La ti­

tter advised llr. lleglll at the titae thnt the extension legislation 

(II, J , Res . 212) vee introduced in the Houee, that tbe agr eement 

T"ould i nclude provisions for tbe dismiasnl or the injunction suite 

end for the J)eylDI!nt to the Treasury or the texas which are due under 

thel:4rriers Taxing Aot. It is 1tJ;f underatandiqJ that the r~da 

have deduoted the tu due fron the uployeea and he.-e set up reserves 

for their own tax liability under tho Act although no payments in 

Slbstontinl Mounts have been mode to the Treasury , Yr, Latim&r 

advised !ir, Bell end lolr , llegill on Tburadey , Februsry 25th, that the 

tentative egre-nt conteapleted tbnt tbe Treasury should refund col­

l.,ctiona hitherto JUde under the present AotJ and a new act aubsti-

tuted , effective Jnnunry 1 , 1937, lloreover, the proposed rates 

or tu for the first three years total 5 percent of t he railrocd pay~ 

rolls (~ percent to be paid by the eillployees, and 2! pereent to be 

pe1d cy the carriers) instead of a total or 7 percent, as provided 

cy the existing lew, The total of the ra tea would rise to si pe~ 
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cent on January 1, 1940, 6 per cent J anuary 1, 1943, 6l percent on 

Januar:r 11 1946 ond to 7 percent, the preaent r nte , on Janllllry 1 , 1949. 

Neither t •'lll Reilroad Retire.:~~ent Board nor the negotieting pertiee 

hes ever sublai ttAod to the trea11U17 theaotwt.r!Al COJO? .>tatione ot the 

~;•ounts which dll be required to P81 the proposed retireaant sllo1:­

ances . Consequently, ..-e can not deter.W.o at this tl.ae whether the 

tax is adequate or not. llr. Letimer, however, concedes that the 

tax '<.ill not be odequete tor t he reasone no" to be stated. 

4 . It appears thnt the railroad acployees, as s group, heve a 

hlgher ege level than pployees in general . Jlr . Leti!oer statae tl14t 

it the railroad esployees had received allo~ances under the Sooiel 

Securl ty Act the taxes they n>uld ho.ve paid l'Ould heve a present 1ror th 

of ~oo,ooo, ooo whereas ~~ r etiring ollowonces to be peid ~ould have 

a pr esent r.ortb of $1, 500, 000, 000 . The difference of $700, 000, 000 

r.ould heYe bed to be Mde up troa other source a; presumably out of 

t.be Social Securl tJ taxes paid by eorploycd persons other tl14n rail­

ret.<! e:.ployeee . lb- . l<ltll>er states tbt:t according to hls nctwt.rlal 

eo!l!)utations the taxea to be paid under the proposed new Co.rriora 

Taxing Act have o present POr th at least $700 , 000,000 less than 

the benefits to be paid under the new Retirement Act. Be, therefore, 

"e.nts the Treaeury to approve tl>e use of its general tlmds to uke up 

this esU...tAod defici t and of course &01 additional de£1cit 11b1ob aa:r 

appesr in pr&cticeJ on the theory that, even i£ the railroad &orployees 

bad st&yed undor the Soc:l.cl Security Act, their payments would hue 

been $700, 000, 000 leu than enough to J'«Y their benef its . 
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s. Stetod in ita aiaplest terms, therefore , tbe raUroada and 

their employees have negotiated a tentetive agreement under which 

the Treasury will lose over $100, 000,000 to >:bich it 1e anti tled dur­

~ tbefiscol year 1937 it the extating Carriere Trueing Act is vnl.id . 

The Treasury '!'ill oleo be called upon to PIIJ' over a period of years ap­

proximately t700, 0JO, OOO additional (on a present worth beaia) in rail-

road retirlllliOnt olloTianecs for rlliah no fwlds are provided by the 

Carriers 'lbx1n& Act. 

6. The ID&jor questions of policy t.Mch should be determined before 

any new Report or Bill is sent to Congress are the following• 

43 

(a) Whether the Carriers Taxing Act1 which has just been extended 

to June JO, 19J8, should now be repealed 8Dd a oew tex1na act substituted 

therefor, ei'tective JAnuary 1, l9Y/, providing f or tazes a t lo.,er rates 

durin,; the naxt t-r:elve years . 

(b) Whether $700, 000, 000 should be diverted from the general 

funds of the Treasury, or the Old .Age Reaer -.e Account under the Social 

Security Act, to make up the detici t existing between the revenue a to be 

pr oduced by the new Corriers Texill6 Act end the proposed raUrolLCI • ployees 1 

retiri"6 benef1 ts. 

(c) Whether there shell be set up in t he Treasury a retir8llent 

fUnd sl•ll or to the Old .Age Reserve Account under tbe Social Securi t;r Act, 

or whether t he benerJ. ta sholl be paid directly rroa appropriations to be 

ude ennuell.7 by Congress. 

(d) 1'1hetber to the ren- a collected under the texiog prorlsion• 

and oot used in the current :ree.r for benefi te there sbell be edded 

intereat a t the rate of three percent. 

;x?~ 
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TREASURY DEPARTMENT 

UNI'nD ITA'nl OOMT QUARD 

WAIHINGTOII 

SECRET 5 March, 1937 

J'rom: 'lreai'W'J J.Haebe, Parle 
To Secretary of tbe Treaorury. 

London offioe recently contact ed by Captain Wort on Trnvera 
who O&id bad been requeated to Vilit America in pri Yate yacbt for 
purpoaea of bringing to !brope ae•eral million dollara gold , cold 
noha, ADi bonclo n010 in oafe clepoait •ault belonginc to J.1 Capone, 
Xennecly contacted P, agent (F~~«ent f) • bo confirmed otory &D4 aald he 
will cake trip soc! cooperate witb ua to b&Ye oeiaure made if giYen 
10~ of nlue oehed, 

He deli ru protection for &elf AD4 cueata on yacht and will inc 
to be witneao if arrests oade, Stateo al l detailo and partie• otill 
unknown to bim but J&Cbt already chartered and iomediate action necu­
aa,ry. He •enh $5,000 now to 1118ke i .ueotigation in l'rlUICI and Belcium 
which be 18,}'1 m17 giYe him enough lnfor!Diltion to locate t'unda Mel 
identify partiea concerned sufficiently tor you to make oeioure with­
out bh &oinc to Amll'ica. 

(to be continued) 

SECRET 

Regraded Uclassified



-- ·~-------
TREASURY DEPARTMENT 

UNI'nD ITAT'U DDAIT QUARO 

WAIHIII411'011 

5 1/aroh, 1937 

From: 'l'reasU!")' .l.ttacha, Parle. 
To Secretary of the TreaeU!")'. 

(~esaace contiuued). 

Stoey oounda fantaotic , but Xe1111ed,y convinced Pa&et 1.n 
contact w1th international gang and that it io worth while riok­
i ng five t housand. 

Preliminary re por t Kro. llots March third for you and am 
~iling today on Roosevelt oecond report with copieo l e tters to Pa­
get which i ndicate some proJect under coneideration. 

Cable at once whether you are interes t ed and want neco­
t iations contiuued and five thoueand dollars paid for information. 
I f oo, ten per cent demanded might be limited to oome maximum a­
MOunt to be decided later. 

'fait 

SEC ~[T 
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Uarch 5 , 1037 

HU,Jr . called ~he President a~ 12:15 . ~e s aid, 
•ur. President , t~c B ·nk ~t France, 60 tar, has done 
1~ cill l on pounds. They operated ~o ~hat extent to 
~r·y t o hole their mar.tP t.. The lllst. five minutes t.he 
fr anc went. from 4.64 t.o 4 . 60 . Each day t hey give us 
11 .-at e et w • .ich ~hey will su;>)ort 1t and they will give 
ue gold . In other words , for any f r ancawhich we pur­
che oe on t heir ins . r uct1ons to su9port the franc, they 
will in return give us gold, and up to the present mi nute 
we have been unable to get a rate and t he Bank of England 
t~v~ been unable to get the French to tallt to them . Bonnet 
was here and put up a big s tiff front. What I am going 
t o pursue is s1t tight and do no t hing. Otherwise, I will 
be buying ~a)er trance and not be able t o turn it 1nto 
gol d . • 

The President BA l d, "They mus t be closed over there.• 

H!!,Jr . t hen said to t he President, "I just. got through 
t~tll<1ng to Cochran and Blwn got through with hismarvelous 
Et.at cment nnd eaid nothing about devaluation . At noon 
t hey a lways r ely on us to support t he f~anc and the pound 
and, s o far , we have heard nothing and we t h ink the French 
s t~~ 11zat1on fund 1e exhausted and I just. wan t.cd t o t.ell 
:;ou ab:lut 1t . • 

The President. ea1d, "You are dead right . 
~tbsolutely ri~t. .• 

You are 

After the oonversatlon, HU ,Jr. tur·ned .to l.lrs. Klotz 
and sa11., "Just you walt and see . Hitler will strike 
either Saturday or Sunday , arid when I say •strike' I mean 
c11Hary . 

•• (t 
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George 
Harrison: 

a.II.Jr: 

H: ' 

H.M. Jr: 

H: 

B. lli . Jr : 

H: 

B.N. Jr : 

B: 

B. JJ. Jr I 

H: 

H.Joi.Jr : 

8: 

H.Y.Jr: 

H: 

H.l4. Jr: 

B: 

llarch 5, 1937 . 
12117 P. lf . 

Good morning Henry . 

Hello George . • 
This has been a critical day . 

ilell it seems t o b e "the" day . 

Yes, I think it is and I don ' t think that those 
fel lows have any conception; you 1 re doing all it ' s 
necessary to do even now. 

Now you know the l as t two minutes ago the franc 
was down t o 4 .6~ . 

Yes, 4 .59 , 

Well you - and we have no r a t e - no orders. 

No orders so there ' s no telling where it will 
go to although I just t hink it will be a 
nominal market . 

Well I'm not going to buy paper francs, George . 

I wouldn't think of it . 

No . 

I wouldn' t think of it. If they ' ve dropped 
it- I think,what ir probably means, Henry, 
is that they r e i:l.av1ng left orders open -
they ' ve wtthd~awn their order s t o support 
t hat they're going to let it go and then t ney 111 
probably - the commission wil l probably devalue 
the extra eight per cent. · 

Well I suppose that ' s the French way of ddng it. 

That's t heir way of doing it . That 's probably 
what •lfi 11 happen. 

Yes. 

But even so I d oubt i f t hat' s going to be 
adequate - I -I ••••• 
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B.M.Jr: 

B: 

l:I.M . Jr: 

B: 

H: 

B. II . Jr: 

B: 

B.!4.Jr: 

H: 

H . .J . Jr: 

H: 

H. \I .Jr: 

ti: 

H. ILJr : 

H: 

B.M.Jr : 

a: 
B. II . J r: 

- 2 -

.. es but DIY - this morntng at 10 o 1 clock they 1 d 
announced they Nere going to do it ins tead of 
hav1.ng it forced down their throat. 

They ' d been in a much stronger posi tion. 

Oh i t's terrible. L had Bonnet in here for an 
hour . 

llell I guess be doesn ' t know much. 

No, but he ' s 1 phoned France; he' s coming back 
again. 

Be is coming back. 

Yes . 

Well now is there anything at all you want me 
to do? 

:J:es I want you to please be as close to the 
1 phone - so I can g et you 1n a minute or two . 

All right, I 'll be there . 

l Jus t talked t o the President and t ol d him 
what I was aoing and he entirely a pproves. 

Yes . 

50 

~nd - but I'd very much like to have you there 
so that - because you know bow these things a re 
when they get down to the matter of split-seconds. 

Yes. 

I don 1 t know where I got the fig ures but you know 
how much t he French d id to-day, don't you? 

Yes . 

l 'hi rteen million pounds. 

Yes and tbe British did 15 million dollars. 

And the British did 15 . Now I ' m not going to do 
anything and Just let it go . 
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8 : 

a . li . J r: 

H: 

H.M.Jr: 

H: 

tl . iii .Jr: 

H: 

H.!I. Jr: 

H: 

1:! . /A . Jr: 

H: 

R. tt . Jr: 

H: 

R. l.I.Jr: 

8 : 

H.oi . J r: 

H: 

H.M .Jr: 

H: 

- ) -

Well we'll- we'll want t o go on with the pound 
all right? 

Ob yes. 

Yes . 

Ob yes . 

No , I think you can ' t do anything because if you 
did you might be going counter to what they're 
trying to do. We don't know what they're trying 
t o do . 

No - no . Is &noke wi th you? 

No be 's not r ight now. Do you want him? 

51 

No, no because tbe pound the l ast I heard a minute 
or two ago it s trengthened a little bit. 

Yes . 

But you know the order I g ave to-day - we take 
a hundred thousand pounds dolfn every six feet. 

Yes. 

Dut Mallet's got a message and he'll be in here 
in ten minutes. 

Ab-ba . 

Ana I ' ll s ee wha t he says . 

i<ll r ight . 

No, no but I mean I•m Just sitting here doing 
nothing else and I Jus t want t o feel if something 
comes you know ••• • 

Yes. 

.. .. I 1 d like to be able to call you. 

Well I'll be here and I 'll keep in touch and I ' ll 
come down on the midnight t onight if you want me 
or do anything you want. 
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H.M.Jr: 

H: 

H.M.Jr: 

H: 

H. li .Jr: 

H: 

B. li .Jr: 

- 4 -

Well I ' d have a bag packed and let ' s see - I ' d 
have your satchel packed. 

All right. 

O.K. 

All right, I'll do that. 

Thanks George. 

All right. 

Tnank: you. 

\ 
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!.larch 5, 1037 

12 : 30 p .o . 

Present: 

ur. ~net 
~r . F'eis 
:Jr . Taylor 
!.!r . Lochhced 

:Jr . !.lP.llet: Well, sir, I got a mcseage fr0!D the 
Chancellor, which is in c.nswer to the telegrac you sent 
tivo .lay s ago . As a matter of fact , it. does not refer 
tJ the Jne ~c sent last. night. . (Uessage is attached.) 

H!!,Jr: (Ret<ding) 

•?lease co~~un1cat.e following to ~. 
Uorbent.hau from Chancellor of the Ex­
chequer. 

(l) Ao regards gold mov ements posi­
tion of France today and of United 
Sta t es in 1033 seem to differ great!y.• 

Let me read i t again . I don 't understand. 

~- Lochhead: You mean the thing that. Blue keeps 
&&ylng t hat t ne s i tua tion is the same. 

!Jr . Uallet: I think the point. l8 t hat you were 
thinking along tho sar.~e lines. VIe telegraphed your line 
or thought that they ohould seize all gold and , in fact, 
act as you did. I think that's what he is referring to. 

Hl!. Jr: ( reouming reading) 

•French difficulty is largelY that 
she has lost a great quantity of 
gold. '' 

Of course , like all of these t h1nga , it never r a1ne, 
but lt pours . Ur. Blum got out a beautiful statement at 
10 o'clock French Time . Since that, t he French franc 

$3 
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dropped tram 4:64! - 4.59 and for the first time we have 
no orders froc the French Government to buy francs at any 
price . The French , confidentially, ~ confidentially, 

d1~ 13 , 000,000 pounds today and you pe:>ple did 15,000, 000. 

!.!r. r;~llet; We sold? 

Hl! ,Jr: No . no . You bought sterling. 

L!r . Unllct: Oh! 1'/e bought sterling . 

~.Jr : And t he French are eell1ng sterling and buy-
1ne francs to hol d up their own . 

"r. Lochhead: T!le !"ranc rato i s now down to 4 . 58!. 

~.Jr : The whole t hing is plnin. 

ur . Lochhead; The cr~ss r a te with t he pound is 
106 . 625 . The doi1a r rate is 4. 58~ . 

H!.!, J r ; l:OVI , llr. Llallet. Oet this . Because what 
I = going to say , it y ~ don ' t mind my &83 ing,is I have 
I have bessed the Chnnccllor f or a wee~ to say s ocething 
Pnd he has no t seen f i t to say it, but notwithstanding 
that I have nothtng froc him on my question I asked (Whnt 
would happen ~hen r e ~1d this?), I am going to carry on 
for the r est of the day and I am not going to let sterling­
dollar rate go to hell. I want you t o get that. We have 
nothing . 

Ur . U~llet ; You have got nothing. 

Hlt.Jr: We hAven 't got a t hing other thaniteel tho.t ' a 
the thing to do a nd I am going to do it . But it aeece to 
me thnt that 1s the sensi ble , cour ageous thir~ t o do, and I 
Am goi ng to do it on the aesumption tho.t tomorrow, when lt 
is your turn, you people will carry on. 

~. ~allet : Yes . Yes . 

HU ,Jr : But I can 't-- ! mean incidentallY -- well , 
I 'll come to t hat-- but please get th1a word 1mmediate!y 
to the Chancellor thnt I am going to do t hie and I am going 
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t' ~eep the pound stable. 

ur. Uallet: Going to keep the pound stable . 

~.Jr : But I have had no word from the Chancellor, 
but we &re goi ng to carry on . 

ur. ~llet : Of cours e it i s now 
cl~sed in London . 

the market i s 

H'..! ,Jr: But we are going on . 17e have a pr ice today , 
but this is the time when we can show our colors . 

Ur. "~>llet : Yeo . 

~~.Jr: And we a re not going to run our s C.own and I 
want you t.n cooe bllclt lAter on today . 

ur . ~~llet : Yes . Yes . 

Hll ,Jr; Because, I am t elling you , tha t !Jr . Bonnet 
is coming back at 4 : 30 and if I have anything t hat I can 
t • ll you , I will tell you. 

!!r. !~llet : Tlul.nKs very !:lUCh. 

!J!I, ,rr: But he we.s her e f or an hour this morning and 
ho ~er nothing, but tell the ChPncel lor I think it ls of 
tre~endous importance t oday t hat we kec~ the stcrling- dollor 
as neer stable a s re can and we are not going to leave a 
£t,ne unturned to do lt . We are going to do i t. And I 
r.r. going on the aaaum.>tion that if I could have t allted to 
him or could have had an under standing, t hat woul d have 
been the understanding r;e woul d have arrived at because , 
rl~ht now, it ' s just the United States and Great Britnin 
•nd nobody else . 

:Jr . !c:allet : Yee . 

"l:,Jr; And that ' s all that's left. 

L!r . !.:allet : 
thing hab 50t to 
London . 

Th~ r a t e iE breekins so f as t t hat some­
be done; you oust ge t an a.nswer from 
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~!.Jr: No ! No ! 

Ur. Lochhead: The st~rling-dollar rate 

~.Jr : The eterllng- doller rate 1& a ll rtght! 

1~. Lo~hhend : I t ' c the franc. 

H!.I ,Jr: The thing tha t is breaking G:l f ast 1s the 
French rete . You M•JW hovr t his worY..s . EMh dey the 
B~nk of £ng1Rnd end the Bank of Frence gtve us a price 
!'t whi ch they sell us gold. VIe have the price froo you 
peopl e , so r c ere nll right , but we haven 't any ?r i ce from 
the a~n~ of Prance, so if re bought fr~noe we would be 
b~ine paper francs with no r~ght t o convert and ! can ' t 
afford t o t~~ t ha t chance . But t he ¥Oint I ao maki ng ie 
t'l•t. ~a ~111 o.;. cv•l'yth!ng ~e can t o keep ·.he pound- dollar 
rate st~ble for tee res t J f t he dry nnd I assune t hat he 
w Ul do t ne ca ... e t l. ing t 'lOorrow in London. 

!!r . Ill•llet : Yes . I had better SI\Y thnt . 

!'!; ,Jr : Yes . 
tJrl?rl'?~ . 

! a ssume he will do t he sa ~:~e t h ing 

:lr . !"ei s) 

or . FelS : no , s 1r. 

HU ,Jr: I s tha t a ll right? 

Dr . Fe1s; Perfect . 

HU ,Jr: (ToUr. Taylor) \Vayne? 

~r. Taylor: O.K . 

r.erbert? 

llr. Locnnead: Juet add t nat t .ae Br·itish have wor.ted 
very hard t nls morning. No criticism of what they are 
doing. 

HU,Jr: You d id $15 ,000, 000 t his morning in exchange. 
No; I am not critic ising. The only t hing that I am a 

ss 
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little bit upset aoout i s t hat this thing is coming so 
fast and I just have to follow IllY good Jud.gDent and hope 
H. is good. 

51 

f!r. !.lkllst. : Well, they .nE.ve anticipated it in London -
• nat it was comi ng, so I i cagine t hey must have made t heir 
preparations . 

H!l,Jr: But what t hey are , I don 't know. 

l.lr . L!Rllet : And you would liKe to know COl'e about it . 

H!.l ,Jr: Yes, because 

Dr. Feis : Tner~ is every reason to believe that the 
Britis.n Governuent would want the pound-dollar rate to remain 
stable . 

llr. Uallet : Tnat ' s impli ed in tnat message. 
implied . 

Tnat ' s 

H!.l , Jr. ; : What I am saying, in p lain l anguage , i s 
th16: that we E>.re gol.ng to carry on t hi s afternoon and I 
will: ca.<e the stat ement we will Keep the pound- dollar rate 
stable t his afternoon . We assume t hat Saturday being a 
half- hol i day tomorrow, the British Treasury will do the 
t ame t hing. In view of the fact -- here it is 12: 45 and 
it loo~s as though the bottom had dropped out of the French 
franc -- has Ur . Chamberlain got any suggestions on what 
we will do Uonday . Now, I am ready t o go on because •.... 

• 
Ur . Ual l et : Yes . 

H!.l ,Jr: Because I t hink t he whole r esponsibility 
rests on h1m and myself. 

Ur . llallet : Yea. 

Hli ,Jr: If you snould have an answer oefore 4: ;50 , oome 
in a little early and go back t o Wayne Taylor ' s room a.nd 
wait and then Bonnet gets here at 4 : 30 and if we have anythi ng 
we wi ll l et you know.. I don 't t ninK he will, t nough . Your 
people, even across t he Channcel, can 't get t he French to 
answer the telephone. 
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!!.r. Lochhead: The erose rate 1e 107, making the 
rate here 4.56 . It has not actual ly gotten down to 
4 . 56 1n t n1s market yet. 

HU
1
Jr: \That would t he erose rate be 1f t hey went 

to 43 m1 ograms. What would 1 t be? 

ur. Lochhead: I tn1n~ about 115. 

HU,Jr : Where did 1t start t nis morning? ~nere was 
H last nisnt? 

ur. Lochhead: It was 105.14 and it's gone to 107. 

Hll, J r: And what 1s it in cents? 

l!r. Locr..Aead: 4 . 57 now. 

ss 

Hll ,Jr: Give it t o me -- what it would be if l t went 
t ile full i3',t . 

l ~. LOchhead: In dollars it would be 4 . 35 . 

HU,Jr: Again, 'Herbert, chec~e. 

Dr. Feis : Absolutely! 

All rl.ght? 

Ur. !.!allet: I suppose the French are now , 1n fact 
lettins it lose t hat ~? 

Hll,Jr : But we have to have a statement from ur . Blum 
and 1n t ne t hing he says about 6 or 8 points and not a word 
ab~ut further devaluation. 

Dr . Fe is: Tnat 's the puzzle. 

Hll ,Jr : We have had it over t he telephone , and the 
official statement , and not a single word .. ... 

l!r . L!allet : Not a slngle word about the exchange. 

Dr. Fels: Not a single word about devaluing t.he tranc 
another &yO. 
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Ur. URllet: But hasn ' t he eaid a t the end of his 
messa~e •Technique of French exchange fund would be made 
more elastic with a view to franc finding its own level 
witi: in upper and lower l imits fixed by present law"7 I en ' t 
t~t what it meane7 

HU , J r : That may be it, but we haven ' t had that from 
France . ur. Bl um did not say so t his morning. 

ur . Taylor: Cochran indicated it might mean more 
! lexiblllty tnan t hat ranoe . 

~ Uallet : Well, anyhow, I will go and get t hat 
Qessage off . 

H!J ,Jr: I want :;ou to go away with t h is spi rit: I 
fee l t hat t ne onlY t hing that will prevent complete chaos 
in t ho exchanges ' of . t h e world i s t hat your Government and 
ours work even closer, if possible , t nan we ha ve and I am 
r tady to do t hat . I am readY t o do that. 

Ur. Ualle t: Th e onlY t hi ng is to carry on from day 
to day until you receive word. 

HU,Jr : I t hi nk it will have to be from day to day. 
I am perfectlY satisfied with wnat you people did t h is 
~orning . You could not have dons any more . And we 
r ill try to do as well t hi 6 afternoon. You drop i n t h is 
an.ern;,on. 

Ur. ~allet: ~nat time? 

Hll ,Jr : I think at 4 :20 and go t oUr. Taylor 's room 
and wa it . 

Ur. Uallet : I will come a t 4 : ~0 unless I get word 
before t nat. 
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Pleaae co-1 •1 cata tollewi .. t o ff~ 

Yor1enthau trom Chancellor ot the &xoheqUer. 

Be1ina. 

1. Aa r e1arda gold •oT..-Dta poai tioa ot 

Prance today and ot United Statea 1n 1933 ae• to 

dittar ,raatl )'. French difficult)' 1a larplJ' 

t ha t abe haa loat a ,reat quaatity ot capital 

(A) by phya1cal tranater abroad ot priTatal y held 

10ld and (B) b;r purchaM ot torei1n curranc7 and 

torai,n aacur1tiea ot all kinde b7 her aationale. 

It i e eac on4 ot theM proceaeee which ie DOW 

1~ortaat. It 1e contiaUiftl oa a ,raat eoele 

an4 would be accelerated rather tban checked by 

lf!J eeilurelit that were po .. 1bla ot •Ill' 

priTataly held 1old there • .,. etill be in Franca. 

&zch&ftle control would tend t o check turtber 

loeaae ot ca pital but aTaa it 1t. could bec­

etreo,he th,1a le a aolutloa which eTeryoaa WOilld 

deplore. It would do DOthina to aacure return ot 

oapl tal alread)' loet but would on the c ontrary 

poet~ 1n4et1n1 tel7 1 ta return to PranG a. 'l'bue 

the oaly hope •- t o be a retura ot conti4eaoa 

1a/ 

Regraded Uclassified



(,/ 

ia t'raDc auch •• would lead th- to repatriate 

their capital. I believe that a tree market ia 

gold is a.n essential t'aotor in reatorina tbil 

coat'idanca now, wbataTar position me7 beTa beea 

last 7ear. 

2 . I t Pl'anoh ware to deTalua t o a lower 

l aTal end succeed in aToid1Da both axehanae 

c ont r ol a.nd disorderly t'luctuatione i n t'rano 

there would be a area\ deal to be aaid ia 

t'aTOUI' or regarding Prance within certain li.tta 

aa atill member ot' curreno7 club. I anticipate 

that thia would be French (? Miniater'a) atrona 

desire althoush it baa not ot' oourae (been) 

diacueaed with hia, tater we shall be glad t o 

conaidar how currency club can be conUJIUad but 

thia cannot be taken up until 1t is !mown 

pree1 ael7 how the French situation will deTalop. 

~. I gather t'roa oral meaaaaes reoaiTad 

(' March 4th ) that the P'renoh OOT&Maent are now 

t'ol'tiNlaUng propoeala tor action next waalt. 

,Apparea\17 the l!ank or Pranoa would b\11' &'Old 

at world prlcaa baaed oa currant rataa ot' 

axchanae. Weeds ot' the Pranob TreaiiUJ'7 would be 

reduced b7 eoonaaiaa aad lncr aaeed ~•anue. 

'feobaiqUe ot Prenob exohanp tWI4 would be •4e 

•re elaaUo with a Tlaw to treJIO nn4tna 

Ua/ 
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ito OYD leTel wi thin upper aDd lower liaito 

rixed b;r preoent law. 

some or theoe pr opoaalo ae .. on 

right linea although I rear that the;r .. 7 in 

practice be hedged round with unneoeoear:r 

qualif1cat1one. I hope to co~icato with 

Yr. M. again shortly. 
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H.M.Jr: 

Cochran: 

H.M .Jr: 

C: 

H.Jl .Jr: 

C: 

H.!I.Jr: 

C: 

R • .t. Jr: 

C: 

H • .II.Jr: 

C: 

H. II.Jr: 

C: 

H.M.Jr: 

C: 

H • .ll.Jr: 

C: 

H.M.Jr: 

C: 

March 5, 19.37. 
l:JJ p. m. 

I called for you at one o'clock. We had not 
received any rates for the French, you see? 
Bello - bello 

I - I didn't understand you. 

IV ell we have not yet ~eceived any rates at which 
to buy francs to-day. 

I see. 

But since then we have. 

I see. 

At a price that works out at 4.41. 

+-- 4-41. 

Yes about 6%. 
Yes . 

See? 

Yes. 

I - I wanted you to know it. 

Well just after I - I talked with you •••• 

Yes. 

••.• my market contact called me up and told me 
tbat the had been removed here from 
the market ••••. 

Yes. 

••••• and that the rates bad shot way up to one­
almost 107 ••••• . 

Yes it went up •••• 

• •• pounds, you s ee? 

Regraded Uclassified



B.!I.Jr: 

C: 

B. l.l .Jr: 

C: 

a .M.Jr : 

C: 

H.U.Jr: 

C: 

H. lo! .Jr: 

C: 

H.M.Jr: 

C: 

H. M.Jt': 

C: 

H.!LJr: 

C: 

C: 

B. II.Jr: 

C: 

- 2 -

Well - yes but they bad given us a price a t 4.4].. 

4·41. 

But of course the fr anc here is about 4. 56 . 

Still that high, yes. 

Yes. 

I see . 

So we won't do anything until 1t reaches 4 .4]. . 

Yes . 

But it sort of steadied off at 4.56. 

Beg pardon? 

It sort of levelled off now. 

Yes at 4 . 56. 

Yes . 

I see . 

4.56 - 4. 57 . 

The jobbers from London are calling to my 
banking friend here that the bills - that they're 
probably trying to hold the r ate on a basis of 
45 milligrams gold - that would make the Bri t1sh 
rate at 107.50. 

Xes . 

~nd would make our r ate around 

Yes . Well of course they ' ve done it in their 
usual manner; they ' ve been forced into it. 
They wouldn't do it in an orderly way • . ••• 

Xes. 

•••• and we ' ve had complete chaos over here. 

Yes . 
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H.!I. J r: 

C: 

H.M.Jr: 

'- : 

H. iol . Jr: 

C: 

H. !! . Jr: 

C: 

ll.M .Jr: 

C: 

B. li . Jr : 

0 . 0 .: 

o.o. : 

8 . 11. Jr: 

0 .o.: 

H.ld.Jr: 

o.o.: 
B.li.Jr: 

- .3 -

And they - they never will do the thing in an 
orderly manner and foreseeing it and they're just 
being forced into it. 

That's it and •• •• 

cs 

And they can t a lk about Rist till doomsday but 
they - the world is making the rate for them instead 
of they making the r ate. 

That ' s right exactly and - that telegram which I 
sent to you this afternoon I put in some reserva­
tions ••. .. 

Well. ..•• 

.... I mean simply because t hey waited so long .• • • 

Yes . 

•••• and they ' re not sure thbt the people are 
going to take these s tatements seriously coming 
now. 

Yes . W&ll when I put in a call a half an hour 
ago we had no or der to buy at all . Now we have 
one but we're not doing anything. 

I see . 

But I want t o let you know that - hello - hello -
hello -

Just a moment (long pause) 

Hello, Secretary 14orgenthau. 

Yes. 

I'm sorry your radio circuit has a statio interference 
on it. The conversetion cen 1 t go on. 

Well I was nearly finished. 

You were. 

Yes. 
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0. o.: 
H.I! . Jr: 

0 . 0 .: 

a .M.Jr: 

0 .o.: 
a . lii .Jr: 

- 4 -

I see you don ' t wish to b e re-connected. 

No but be sure and don't charge me too much now. 

Oh no I won' t. 

All right . 

Goodbye . 

Goodbye. 

ss 
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Uarch 5, 1.93? 

4 : 30 p.m. 

Present: 

Ambassador Bonnet 
ur. Jules Henry 
Dr. FelB 
l.lr . Taylor 
Llr. Lochhead 

61 

(Not a : Unless o~herw1se apec1t1cally ata~ed, the Ambassa­
dor spoke 1n French and hU remar.ta were interpreted by 
ur . Henry.) 

HU.Jr: Wel l, we have had a very exciting day. 

Ambassador: (In English) Yea. 

H¥,Jr: And ~hinge have been happening about every 
minute. I am like this (ges ture ot exhaustion). Tre 
t a t1gue. 

Ambassador: (In English) I have telephoned to 
Parl e our Finance Uinla~er and t he ott1c1al communication 
1~ 1& no question tor ~be 1Tenoh Governcen~ ot a detin1~e 
a~ab1l1~a~1on ot ~be tranc. It 1a no question. 

!!!J,Jr: Pardon. Do you mind saying that in French. 

Dr. Fe1a: That means they an not intending that 
at ~he pr esent t1me. 

ur. Henry : (In~erpret1ng) At ~he present moment. 

Ambassador: (In English) The situation ot ~he 
monetary &ltuat1on 1s the sa1ae at the present moment 
than before -- as betora -- is the same as betore. It 
is only a new order concerning the situation, the t1nan­
c1al a1~ua~1on. The Bank ot France can purchase gold 
at dally price and un~ll now the Bank ot France could 
no~ pureness sold at a dallY price. It 1a onlY a new 
order concerning the t1nanc1al e1~ua~1on. 
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ur. Henry : I t i s t he onlY change . 

Ambassador: Brought by the Fr ench Government. 

ur . Henry : Therefore, what t he Secretary of' the 
Treasury said t his morning was true. 

HU,Jr: What does t he Ambassanor mean? 

ur. Henry: Wh~tt you s a i d t hi s morning that 
~ney were not f' 1X1ng the price of' t he franc . 

68 

Ambassador: (llr. Henry i nterpreting) Upon t elephone 
to Parle , got confirmati on that there wa~ no definite 
s~abilization of' the franc; that t he pr ice of' t he franc 
naa no t been f'i.xed; not at a fixed va lue . 

It is onlY pos sibility f or t he Bank of' France t o 
purchase gol d at the market pr ice every day. 

Ambassador wishes t o g ive y ou the background. 

At t he time wh en deva luation was made, last Septem­
ber, it wa s provided t hat the holders of' gold coul d not 
sell the gol d a t the n ew price of gold; t h.at , in otlher 
v·orde , at the t1llle t he hol ders or gold would not get t he 
whole b enef it of' t he devaluation . And what happened is 
t hat very f ew people brought t heir gold to t he B8nk of' 
France . 

HU,Jr: Excuse me . Do I unders tand t hat he means 
ar~er t hey devalued they could onlY get t he old price t or 
gold? 

Dr. Fei s: They could not get the profit. "Benefi ts• 
i s prof'1 t. 

HU ,J r : Yes, I understand. 

Ambassador: (llr. Henry int erpreting) Then, 1n 
January , 1n order to encourage holders of' gold to bring 
their gol d t o the ! r easury, t he French Government t old 
the holder s 'If' you bring your gold we shall give you a 
bond, a long bond, that would be ~urchased at the real 
va l ue of' the gold and t hat will give you the pr ofit t hat 
you were discounting'. That proposal met with little 
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mor e s uccess since the loan issued by the Government 
at t ho time brought about 2 , 000, 000,000 franca, but 
there iB much more boarded which the Government would 
like very much t o get out , which explains this deci­
s i on of t h e Government today. Today the Government 
t ells the holder s of gold ·•we shall give you in bank 
not es t he real price of your gold if you bring it back 
t o t he Treasury '. As to the rest, t here is nothing 
new; not hing changed 1n the situation. 

ur. Lochhead: or course, there is a chanse; very 
much . 

l.lr. Henry: What the Ambassador wiShes to sum up 
i s t ha t in his opinion t he new decision ot the French 
Gover nment means a sort ot new effort on the part of t he 
Government t o try to encourage th-e holders of gold to 
brin& it to the Treasury. 

HU.Jr: You might be interested in knowing what 
we did here today. Norma llY, we get a cable from t he 
Bank of France about 12 o ' clock, giving us the price 
at wh ich t hey will sell us gold tor the day. You see, 
that pr ogram has been in existence since September 26th. 
Today we didn't g et that pries until after 1 o'clock. 
So for about one hour, for t he firs t time , we had no 
order to protect t ne tranc , and when t he order did come 
i t was to protect t h e franc at 4.41. Last night the 
f r anc cl osed at 4.65-6/8, so the lowest the franc went 
wa s 4 . 53, but our orders tram t he Bank of France were 
no t to buy francs unless they went to 4.41. Now, 1f 
t hey had devalued the full ~. it would be 4.35. At 
4. 41, t he price t h ey gave us , it meant that they had 
deva lued a further as,. Now what t hat means, I don't 
know. 

No"• ur. Ambassador, I think you know by now that 
my r eputation is such that I onlY speak the facts . The 
orders that we receive are entirelY at odds tram t he 
statement which ur. Blum made t hi s morning. As I told 
you th18 morning, in this room, I talk man t o man. Out­
el de the room is another story. But if we are going to 
be helpful to ea ch otber, you want to know; you want 
facta ; you went knowledge. 

Now, you know, t.he Bank of France has $44,000,000 

ss 
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on deposit with us. They didn't use any of it t oday. 

Ur. Lochhead: Since about 12 o'clook this morn­

ing we undere~ood that the Bank ot France los~, roughly 

speaking, $65, 000, 000 ot gold in protecting the trano. 

The Bank of France, in protecting the franc in t h e London 

marke t , l ost the equivalent of $65 ,000 ,000 in gold. That 

was at the original rate and it was after that that t hey 

s~arted in to drop the rate. 

HU,J r: Give it to me at the cross rate . 

ur . Lochhead : They started at 105.20. Then t hey 

worked t he rate down in the middle afternoon to 105.15, 

which i s what they have been generally hol d ing it at . 

Then t hey dropped the rate to 107. But at 107 they 

only los t about 75,000 pounds. In other words, they 

lost their $65,000, 000 1n gold at the original cross 

rate in protecting at the r ate they started at this morn­

ing. 

Hl.I ,Jr: As near a s I can make out, what hap.Jened 

and this is Just sitting here with sooe information -­

t his flight took place -- I think I am right -- after 

Ur. Blum's s t a tement. 

Llr . Lochhead: Right. 

HM, J r: And you see, they spent $65,000, 000 and 

t he British spent S25,000, 000 trying to protect the tranc 

a t yesterday ' a rate. They found they could not and what 

they did wee they really devalued another ~ or about 

44 grams. It went to 44 grams , you see? 

70 

Ur. Henry : Taat would mean what rate t or the pound? 

Wr. LQhhead: Well, the rate for the pound -- of 

course it didn 't get down to the limit in t his market. 

HI.!,Jr: Let me explain. They, in a sense , de­

va lued to 44 grams. But the franc didn ' t go there. It 

d i dn't tall and it practically held there or ita own ac­

cord with no support. With no support. That is im­

portant. At yesterday's rate , $90,000, 000 could not 
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hold it . And today when they decided they (what looke 
like to us) devalue another ~. the !ranc took care or 

1teelt. 

What I was saying to y ou t hie morning, maybe going 

hal f way wasn't enough. Now I don't know how rar, but 
certa i nly t his a f t ernoon, !or the !irat time in I don't 
know how l ong, the rranc needed no support. 

Mr. Henr~: May I ask you one question. This 
morning you s a1 t hat the devaluation -- you considered 
what has been accospl1ehed as poesible devaluation or ~-

HU,Jr: I don 't know. But our orders !rom the 
Bank or France wer e at~ l ess t han they were y esterday. 

Dr. Feis : But t hey might change it again on 
Uonday . 

HU,Jr: They were will i ng t o l et it go to the 
4 . 41 and stop at 4.53 . Tne way t hi s wor ks out, at 12 

o ' cl ock t he Bank or Fra nce notifies t he Federal Reserve 
Bank of !lew Yor k, who are our agents, and!rom t hen on 
we t ake care or t he s terlLng and t he !ranc !rom 12 o'clock 

on . But we di d not h ing ! or t he !ranc, because it got 
steadily better. 

Amba ssador: (Ur . HEnry interpreting) The Am­
ba ssador sa id tha t this morning you were giving him, 
when you had t he news or the press, that you gave him 
an opi ni on t hat you considered what it was contempla~d 
( if the press news wer e correct) would not be su!!icient 

and t he Amba ssador wishes to know whether a!ter what has 
happened t his a fternoon your opinion is still the same7 

Hll . J r : Uy opinion-- I di dn 1t realize how smart 
I was, because within two hours the British Government 
and t he French Government epent $90, 000 , 0 00 to prove 
t hat I waa right! As we say-- I don't know what they 
say in French, but here we say 1 Uoney talks! •. 

Ambassador: (m.r. Henry interpr eting) We are the 
same. 

HM.Jr: And they t ried to hold it, so t he answer 

is what • I tried to hint - - not suggest - - wae that the 
!ranc at yesterday's rate, you Just could not hold it. 
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Ambassador: (Ur. Henry interpreting) And it 

was also my opinion, says the Ambassador. 

HU.Jr: And since then, as I say , the British 

and French Government have epent $90,000, 000 tor nothing. 

Ambassador: (Ur. Henry int.er pret1n0 ) Surely. 

The Ambassador thinks it very nice to wor k 

with cooperati on with you in confidence and he thank.s 

you very much t or your opinion . 

HU,Jr: Well, of course, what I have said here 

is of the utmost. confidence. 

Ambassador: (Ur. Henry interpreting) The Ambassa­

dor asks you whether you mi ght have other things which 

you would wish LO transmit in greates t confidence t.o our 

Government. 

HU.Jr: Uay I Juet. think a minute. 

All I mlght. add is t his: Ur. Ambas sador, I think 

ohat. this morning -- what happened this morning, art.er 

Ur . Blum 's very excellent statement, t hat if a currency 

is wha t. we call •out. of line• with the rest of the world 

t hat whet her its $90, 000,000 or $900,000,000, you can't 

ftO ld the thing.. And the only thing -- the only question 

I r aise ie whet her it may not be better to put your cur­

r ency in line with t he rest. of the world vuluntarily 

r a t her t han to be forced to. Because, what happened 

t.hls afternoon , it. l ooks (too early to tell) as t hough 

the franc might take care or itself, if t he French Gov­

ernment went. even to 6% or 9%, tha t. they might be able 

to hold it t h ere if a t. the same time they di d certain 

t hings inside of Franc e which would gi ve the French people 

t he necessary confi dence. 

I would like to ask you a question, if I mlg.llt.. 

What. is the significance - - the newspapers today said 

that. Ur. ca1llaux and 1.1r . Le Brun might speak Sunday 

night. in suppor't of Ur. Blum's program. T.nat's what 

the newspapers say . 

Ambassador: (Ur. Henry inter preti ng) It is very 

possible t ha t. because of s eri ous circumstances that France 

72 

Regraded Uclassified



-7-

is going through now , it i s possible t hat Mr. Caillaux 

and ur . Le Brun would apeak in or der t o ask the French 

people to bring their gold and t o subscri be to the l oan 

which i s going to be issued, which, accor ding to the 

statement of ur. Blum, this mor ning, will be issued with 

gold guarantee . 

HU,J r: If the AmbResador could t alk again to 

Uinister Auriol and possiblY get tor me an interpretation 

of what happened today so tha t I could have it the first 

t hing tomorrow morning, because we will be sitting here 

tomorrow morning and if we could know directlY just which 

direction Ur. Auriol i s going it might -- will it be ask­

ing too much , do you s uppose you could come by 9: 30. Y6u 

sec, t her e is five hours~ifference. Would it be possible? 

Ambassador: (wr. Henry interpreting) The Ambassa­

dor will try his best , he says , to get Ur. Auriol on the 

phone. 

HU Jr: It maybe he could give an i nterpret at i on 

t o t he Amtassador, t hen he give it to me , it would help 

ce tocorrow. 

Ambassador : (Ur. Henry interpr eting) !Jay I a ek, 

:.:r . Secretary , you would like an interpret ation of why 

t he franc was bought a t 4. 53. The Benk of France was 

r~ady to keep it at 4. 53, whatever happened? 

HU,Jr : I told the Amba ssador everything t hat has 

oappened here. He has the whole story. Now it I know 

what Ur. Auriol di d , t hen we can put the two together 

and, as I say , t he reason-- I know 9 : 30 is earlY, but 

our mar kets are open. But we worlt right t hrough and 

then when eo •. ething happens to be going in China which 

i s wrong, we don't get to s leep at all. 

Acbaseador: (In Engli sh) we will meet tomorrow 

a t 9 : 30 . 
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!.!arch 5 , 1937 

Upon the departure of the French Ambassador a nd 
t:r . Jule E Henry , i.!r . l.!alle t came t o the Secretary ' s 
Jffloe . He had been wait 1ng 1n the secretary ' e pr1 va te 
room on the floor bel o1v. Llr . Taylor , Or. Fe1s and 
:·,... t.ochllead r emained for the confer ence with !.!r . l.:allet . 

H!.! , Jr: ~/ell , .,,e d id n ' t cet much of anything out 
or t.he French, but v:e gave them soceth1ng and t old t hem 
t h•t u~ to shout noon today t hey hPd spent about 
65, 000, 000 sol d hola1ns the French ~rene at yesterday ' s 

,..rice . 

t.:r . t:nlle t : They hnve spent ~65 ,000 , 0001 

lll!
1
Jr : Norro.ally we ge t our ceble by noon for the 

buyine; ;Jrice anC. our price did not c ome in until about 
one o ' clock and t hen Archie almost fell out of his chair 
beo~uee the !'rice was 4 . 41 as againot yesterday ' s price 
of 4 . 65 . Well , at 4 . 41 we d i d n ' t do a ny b usiness and 
tl-> e lov1ee t 1 t reached here was 4 . 53 and t hen 1 t went up 
to •• . 57 without anybody do l ng nnything. 

so what r told our French friends -- that this 
de• oRvtrated what I pointed out to them this morning: 
tr.at. ~esterday ' s :>rice of the franc s.ll the t!u ney 1n 
the worl d woul~ not hol d it; t hat t hey tried to spend 
S65, 000 , 000 and 1 t wou l dn' t work. !low they go to 4 . 41 
an~ t he franc taLes care or itself at 4 . 5~ - 4 . 56. 

He as~ed ror any suggestions . I said, i f possible 
t hey would lower t he number or grace of gold 1n t he French 
franc pluc internal steps for eoonoQY and possi bly at the 
nom leve l the franc might take care or itself. 

Ur. Ual let : There are below the 9f,1 

!ill , Jr: No . The number of g r ams (I a c1 t a lking 
grcme) 43 grams is t he lower l evel. The ~r1oe t hey 
gcwe us 17e.e 44 s r ar.ts . No . They a r e wi t h in the sacred 
circle of the Tripartite ;;sree1Dent. Forty-three g r ams 
ie t he lower limit of the Tripartite Agreer.ten t . They 
~ent to 44 gr&QB -- wer~ willinG t o go to 44, but 1t 
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touch t.hert>. No . No . I am simplY saying I Just 
hinted that if they went to t he lower l egal limit that 
noscibl.Y t.he rrenoh franc might take care of itself if 
they mndo certain reforme , and what those reforms wer e 
they knew beat. They would know b est what those re­
!orms ar e , but I also pointed out that t his great drive 
on the franc took place after ur . Blum ' s statement this 
corntng. 

!~ . Uallet : Yes . 

HU.Jr: Tnat's when the $65,000,000 was spent -­
after his ntstecent . 

~r . Usllet: Yes. 

HUtJr: As I say, I went a ll around the lot , but 
I tried~ point out to thee that by lea ving out any 
wention of further devaluation, his progrcm was not com­
'letc . I told them that this morning, and from ten 
o ' clock on, they spent $65 ,000 , 000 --as I tol d them, 
proving that I was right . 

Nor, I have been verY careful not to suggest what 
t hey shJuld do internally , but I have not hesit ated to 
say thnt it is my belief that they have to do something 
ebout furth er devaluation with in their legal 1LD1ts . 
Isn't that about the whole story7 

Or. FPi S: I think so. 

ur . !!L'.llet : But they have not yet taken any of 
those ceasures t hat were toreEhadowed in llr. Chamber­
lain ' s tclegran this morning7 

HU ,Jr: Uo . No . 

Dr. Feis : Yes , t hey have. 

!.!r. Lochhead: They have a more flexible exchange. 

HUtJr: Herbert, you answered that question. 
t hey fol ow ur. Chamberlain ' s advice7 

Did 

Dr . Feia: c ertainlY in rega.rd to treeing gold 
movements they followed~. Ch&mberl81n ' a advice . 
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HllJr: Bello 
Treas . 
Oper at or : Mr . Knoke -

!!MJr: Knoke 

T.O. : ·oo ahead . 

!!MJr: Hello, Knoke 

K: Yes , Ur. Secretary 

Friday 
l&arch 5, 1937 
5:15 p. m. 

HllJ r : I hear you can ' t buY any s terling ; they won' t let 
you have it . 

76 

It· Well, we can't - but we bougbt!itty thouwand at 
thirteen s ixteenths and at the moment we are fi shing 
for a hundred at t hree quar ters . 

Ht!Jr: 

K: 

H!IJr: 

K: 

BltJ r : 

K: 

BliJ r : 

K: 

BliJr: 

K: 

HMJr : 

K: 

HWJr : 

K: 

How hi gh can you go and not lose money? 

Seven eighths 

Seven eighths? 

Yes 

You can? 

Oh yes 

Well , i f you can, I ' d like to push it the l imit . 

Fine, I think that ' s a very good 

I ' d like to go up to seven eighths . 

All right , sir. 

And I wouldn ' t be - I mean I ' d be fairly 
if you haven't got 

Yes 

Seven eighths is our limit . 

Yes !our eighty-seven eighty- five to be exact, 
but I think - yes , that' s eighty- seven and a 
half, though. 
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I!IIJr : 

K: 

BJAJr: 

l( : 

H!.!Jr : 

){ : 

BJIJr: 

K: 

!UlJr: 

K: 

E!!AJr: 

K: 

H!.!J r : 

K: 

IUI.Jr: 

K: 

E!L!Jr 1 

K: 

ln!Jr : 

L\ : 

lUlJr: 

-2-

Seven eighthS 

It ' s proper to say that i s our limit. 

Wel l , I think I ' d run it up and 

Fine 

Will you? 

All right, sir. 

I mean, I they 

- Kr . Secr etary? 

Yes, what did you close the pound at? 

Four e i ghty- seven and fifteen sixteenths . 

rour eighty-seven and f i fteen sixteenths? 

Yes - that ' s on the bid side there 

Yes 

And I exceeded your instructions t o the extent of 
thirty pounds t hirty thousand pounds paying 
fifteen sixteenths . 

You did? · 

Which I t h ink was wise. The Chase had thirty 
offering and that enabled us to quote the market 
on the bid side. 

Good 

And on the considering that we bought t his 
morning at five eighths we aro still making money 
on the whol e thing . 

Well, that ' s too bad. 

(Laughs) 

71 

Well , all right. Well , I think that - I thillk 
that we ha'\'e e'\'ery reason to be '\'ery IIUCh pleased, 
and I' • particularl7 pleased with t he way you'"e 
handled it today. 
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aliJ'r : 

K: 

78 
-)-

Thank you very much, sir . We didn ' t get much. (Laughs) 

No, but that ' s well , it ' s been one of our 
most difficult days . 

VI ell, it • s -
brighter . I 
time being -

I t hink tonight things l ook a little 
t h ink sterling is - at feast for the 
looks more settled. 

Hlo\Jr : ~es 

K: 

RU.lr : 

K: 

HJJJr: 

K: 

HIIJr : 

K: 

RI!Jr: 

'( : 

RYJr: 

K: 

EniJr: 

l( : 

HMJr : 

.. 
And, a s far as francs are concerned, I t hink they 
are definitelY h eaded for a lower level. 

You do? 

Oh yes, I think - 111'\at you said this l!lorning - that 
i t was foolish tor them to t ry not to stabilize or 
at least to devalue temporarilY to a lower lev~l . It 
seems to me they have they have adopted that 
philosophy . At least it seems t o me that the com­
mission set up is working for that goal now . 

You think so? 

I'd be very much surprised if francs were higher 
again tomorrow and not lower. 

Yes, well I've asked the French Ambassador to tele­
phone Ur • . Auriol t onight and let me have something 
by nine-thirty tomorrow morning. 

Be didn ' t tell you anything tonight, did he? 

Not a t hing. 

Yes 

Not a thing . I mean, everything that he told me 
was as it was before ten this morning . 

I see. 

You wouldn't have known anything had happened today. 

Yes 
So Well , I ' m going out and have frogs' legs tor 
supper . 

Regraded Uclassified



-.r 79 

K: I beg your pardon? 

JniJr: I'm going to have frogs' legs for supper . 

K: (Laughs) 
rate? 

Are you t rying to i•prove the· f r anc 

llloiJ r : (Laughs) Goodnight . 

K: Goodnight , s i r . 
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t!r. :.:allet: They have free gold . 

or . Feie : Yes . You can now sell your gold to 
the Br nk ' f France at their dallY price . Then, in 
th~ r~alm of exchange movements , I would rather ssy 
t his: thnt their action wa s in coni'orm1ty with Ur. 
ChPmberla\n ' s advice of more flexible exchange policy. 
I think while be1ns i n conformity wit h Ur . Chamberl ain, 
the o~> rket torcee drove them to a moveraent which we.e 
~r JbAbly a lar6er downward movement than ur . Chamberlain 
a ln mind when he was tslklns about flexib!.l lty of ex-
c~~e . That I can ' t t ell. 

one thlns seemed to be directlY f ollowlns the 
advi ce and t he other seemed to be in conformity . 

~~.Jr : The way I felt , they were saying one thlng 
a~d t~en I thin~ that circumstances f orced their hand 
and for one hour they help up and would not announce what 
t hey r.ould do , end I know your people had trouble gett1ns 
t hem. Now 1t seems to me t heir hands wer e forced and 
t hey went much further than s eem1nslY was necessary. 
But now I have asked them if they would give me their 
J.nt~r.?rt·tat.lon of what thle al t means . But certainlY 
we hac a very bad day . But tbe pound- cterling went 
vf'ry nicel y . It went down - - the low ls 4 . 87- 5/8. 

iO 

Ur . U~llet : Tbe Aobaesador telegraphed to London 
as soon as I got back and we asked for an answer today 
eeJ l ng t hat you assumed we would take care of lt Docorrow 
but you would l i ke to know. 

HU,Jr: Tonight? 

Ur . ~bllet : Well, Wayne is dintng with me and I 
will tell ni m. 

At t h ts point, the secretary talked to ur. Knoke 
on thij telephone and the following l.S a record of t heir 
conversa tion: 
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ffiU .Jr: I am gl a d I ~es on record t hi8 mor ning 
th~~ this was the t hing to do . But if anyt h ing t urns 
up I will get in touch with you t omor row. I wi l l be 
llere and we 17ill 8 ee vthat ' & lfhl\t . 

l!r. Hallet : If 11e get Anythi ng tonight I will 
e;et 1t. a t OnCf' , 

HU .Jr : But certeinlY it i s remarkable how l ittl e 
thP 8terl1ng-doller i & fluctuating . 

!Jr. !.!F.llet : Did you have t o do ouch? 

h't' , Jr: no. 
::r . Locr.head: Of course he d id not give final 

!l~uree , but I t hi nk the whol e t hi ng i 8 under 200 ,000 
pounds . surprising tum- over in London and when i t 
go t here it just dropped dead . 

l.!r . lcallet : I t very nearly took care of itsel f . 

~i .Jr : You got the shock. You got it before 
t ne French, ae I c all 1t, "devalued" further. 

!!r . l!allet : Befor e t hey acted. 

'll.! .Jr: You see, all thiS thi ng ha:i)pened bef or e 
one o ' clock an~ ever ything they 1d up to t hat time had 
nJ ef!ect . ~hen t hey dropped t he thing to 4. 41 , and i t 
t~~ee care of itself , which makes oe t hink I ~v be on 
t~e ri£}\ t t rack with the French . 

l!r Tti\lor: They indi cated a willingness to sup­
p,rt i t at t ot figure . 

J.!r . lla llet : Any message you want eent ton1sJ:lt, or 
will t hey get 1t through Cochran? 

H1J ,J r : I will leave 1t. to you. I f you t hi nk 
ther o ls any news value , you send 1t, but I th1r~ t he 
only importan t thing is t hat the marke t 1s 1n a much 
mor e healthier and better tone tonight. Today ended 
on a ouch hnppie~ tone . 

e1 
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March 5 , 1937 

After L!Pllet'e departure, Ur. Teylor handed the 
s ecr et ary the attached as h1s •guess• and the Secretary 
suggested that we put his •contribution• 1n the diary . 

Regraded Uclassified



~. Teylor'a Contribution . 3/ 5/37 

11y sueaa ia tb&t the new loan will be expressed in franca, dol.l&ra 

and ~s with t he r atio between the three currencies based on the lower 

ll.!Jiit or the dollar-franc relat ionship with the pound at an arbitrary 

f i gure baaed on a hypothetical cross rate. 

The French eqlialization fund 11lll not necessarily start. operatin.g 

on l!ondey a t the r ate exptes sed in the bonds aa it wouJ.d be theoretically 

advant.aeous to the sale of the bonds if the aarket rote were ebove the 

rat e indic&ted in the bond offering. 

lC this supposition 1a correct andt !le franc is allowed to nuctu.ate 

soce•here between its recent pegged level and ita lower limit , i t is more 

than possi bl e that it will be possible for the Bl11111 government to achieve 

the benefits of devaluati on to the lower limit, to ndhere t o the Tri-pdrtite 

Agrscment , and still face the French public with the sta tement that there 

hu been no further devaluation. It i s ot least en interesting g&llble . 

Ther e would have been no chance for the French if they bad merely dropped 

the f r anc to the lot1er level end bed a t t uapted to peg the franc there . 

It wu necesas ry for thea t o cocbine l ifting t he gold penalties with a 

fluctuating rete plus soce additional incentive t o capital to subscribe 

t o the loan. 

\'lbile i t 111111 be impossible for the Blum Govorlll!lent to gain the 

confidence or French capital on any basis, I believe that the methods which 

they have apparently chosen give them e chance. 
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CORRESPONDENCE 

COJnDII!lA liLII 

· --- • 'nc'tr• 

f'ECI!RA.L RE.SERV£ 8~NK 

OF NIIW YORK 

DAn: ....... .._lJWI'~ 

!lU!UECT !JI. 'J COif em • . U%!_ 

ltV (W ..... 

M.r. Ca1'1pel ...u .. d 1108 ~ -nm la1a ... le - • tile 

11rtac ua 1DRI'Ilnioaa ~ blaT for la1a au at ~e• oa tile baaia 

ot uo.liO to Ule pcnad. Be 414 -' apen, he aa14, \ala\ .. wnld 4o 

en7th1Dc bu\, ader ao c11' n•H•, 414 til.,. _, \he ..Sa\ ~ 10 

berond tha' n.aue. OllltU 1\ reeehe4 110. • tile:r wal4 let it t1o tllbat 

1t liked. fterl1ac 1a Pal'ia W el.o ... a¥ lJYI m4 he ha4 b- pr.,and 

to • .u half •• uu. •• "'• •• tbat :ra\e bat w ." ..... 1a ~ 

£7&,000 cal;r. I uaun4 Ilia tba' la1a on• ld han-....~ 

attmUoa m4 a8e4 'llbelhel" ~ DW W 4•el.ope4 aiaH I .,-e 

to h1.tl Ml'ller. CaJ"iiuel repll .. he laln DDth1DJ •n aDd ....,.., .. 

that the abcwe 11a1\ of 110.110 •-' be ......... 1a nrtneat ooaft4•"· 

LWlaDC 
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RB 

Secretary of State 

' laahington , 

312 , r:arch 5, 4 p . m, 

FilOLI COCHRAN . 

GRAY 

PariS 

Dated March 5 1 1937 

Re; ' d 3:15p. m. 

Thd following is communicated by Havas . 

"The Mini sters met in Councl.l at 10 a . m, at 

Elysee under chairmanship of Lebrun . · At noon Blum 

went t o the Ministry of Interior :•here he d ictated 

to the ~ress the following communi que 

as 

1Tho Council of Ninisters has examined the 

financial situation in 1ta essential and basic elements: 

currency budget treasury , Upon motion of Vincent 

Aurio t , !:in1ster of Finance, 1. t has taken unanimously 

the follc\nng decisions : 

OUrrency . The tripartite agreement concluded 

September 25th with the United States and Great Brita in 

remains the basi~ of the monetary policy of France , 

Reco•U'30 tc;, exchange control is thus excluded, The 

Governcent is asking the Bank of France to give a 

general 
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RB - 2- #312, ~.arch 5 , 4 p , m, !'rom 
Paris (SECTION ONE) 

gonoral au thorization for the free tmportation and free 

nogotiution of gold domesti : ally, To begin from Monday 

March 8th the Bank of France will buy gold at the day 1 s 
. re~lation 

ro.te \t l.thout requJ.ring 1' ' or ownership . A com-

mittee composed of Labeyrie, Governor of the Bank of 

Prance , .. 1st , honorary sovemor, Baudoin, general manager 

of the lank of Indo China, and .lueff , director of the 

r.unera l 1 :cvement of Funds will manage the exchange 

equalization fund which is under t he monetary ('-!) all 

the a 'cll·opriate means for assuring the defence of the 

franc w:. ' h at t ention to insuring 'he security of trade 

and tho otab l.lity of prices . The authority of (END 

SECTIOii Ci!E) 

":IILSON 

C~B 
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Secretary of State 

'lanhington . 

GRAY 

Paris 

Dated March 5, 1937 

Rec ' d 3:40p . m. 

312, llarch 5, 4 p . m. (SECTION TI'IO) 

this committee will be extended to superv~sing the 

rol'lte ~r..- t·ket 'n agreement with tht general manager of 

tho ::uooe des Depots . 

nudge t . The tax receipts for the month of January 

and the corresponding indices of the economic recovery 

give rt,cm for hope that the small J.eficit inscriht~d 

in the finance law will not be ex~eeded and will even 

87 

be very substantially reduced during the budgetary year. 

Tho Government is resolved not to impede by unforessen 

expend~tures the return to real equilibrium. The most 

severe instructions have been Given to all services to 

forbid ~dc~t~onal credits . Under the reservation for 

the oecesscry improvement of small salaries the Govern­

ment 1nll refrain from 1ntroducin& before Parliament any 

request for new credits . 'rhe effort to stabilize public 

expend~tures will be exercised simultaneously upon those 

pricen which appear already to have attained their ad­

m1ss~ble maximum and unjustit~ed increases will be 

forestalled 
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RB - 2-#312 , March s, 4 p . m. f rom 
Paris (SECTION TWO) 

forest~lled or suppressed . 

Trensury. The improvement of the economic situa­

tion nnd the p rogressive absorption of unemployment in 

certain i ndustries permits a modification of the rhythym 

of n ccrtcin number of investment expenditures or for 

as 

initial undertakings at the charge or the state or public 

bodjes, Under these conditions and twting into account 

t t.e real Sitl!&. tion of contracts t :1o Government has 

verif1e c that payments at the cha rge of the Treasury 

during the yoar 1937 can be reducod by 6 billion francs . 

Tnkinz ~c.to ;.ccount this reductio!'. and t hat \Yhich t he 

Goverm:tent h<.S decided to carry o•tt in t he course of the 

(END S:CCTIOll '1"'!0 

''IILSON 

' 

CSB 

• 
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Secretnry of State 

· laahin(;t on. 

GRAY 

Paria 

Dated March 5 , 1937 

Rec 1d 4:25 p . m. 

312 , Harch 5 , 4 p . m. (SECTION THREE) 

year u~:n tee oper ating defic~t of the r ailways, and 

t hd a , o~o, ooo,ooo a lready paid ou~ n~nce the first of 

January, the needs of the Treasury are brought down t o 

a fiGUre which should no t exceed the normal borrowing 

ca, acity of the Tre asury, These ~equirements co:O.' l'espond 

to an Jxtent ->f about 50 per cer.~· of t~'l special armamen+. 

c r edits which t he Government has ieci~ed to cover througn 

a aubat~nt~al national defense loan w1th exchange 

guarantee and option . That is to aay under such con­

d1tiona that no Frenchman could make any pretext from 

the point of view of his personal intere st to avoid his 

civic obl1gat ion. 

For the launching of this loan the French Govern-

ment maltes and will make appeal to the whole strength 

or t he nation . The nat1onal def ense loan is the only 

one 11hich t he Treasury must i ssue in the course of the 

year, the remainder of the needs of the Treasury being 

eas1.l7 
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RB 
- 2-V312, Mnrch 51 4 p . m. from 

Paris {SECTION THREE) 

easi ly covered by normal short term market oper<tions . 

Those measures {?) a coherent whole. The solutions 

broujht to problems concerning currency, the Treasury, 

t he b~l~nce of the budget and prices, act and react upon 

one another . They are such as to assure the nation 

the f'nnnci~l security which is made possible by the 

ec~:-~or.:J.c progress and lackin:; nhic'l tl'>is progress would 

be ~hre:tenod. 

The Ocvernment believes it ha s done its duty , 

It tr\\Sts that every Frenchman will do his . •" 

"'ILSON 

SltiS 

CSB 

• 

• 
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Secretar y of State 

/a=hill{.; ton . 

GR!Y 

Paris 

Dated r;arch 5, 1937 

~ec ' d 5 :19 p , m, 

312, ~.arch 5, ·~ o , m, (SEcriOll FOUR) 

.nun t11.ll speak over t ho r :.dio Satu rday night in 

defense ~f his program and on Sundcy niGht there r.ill 

be br oadca s t s by President Lebrun, Defense Minister 

Chautem~s , r resident of Chamber Herriot , President of 

Senate Joannoney, and Caillaux , ell in behalf of the loan. 

Paul .toyn::md has Given press 1nterview appealing to 

··l·onc!11;len tu subscribe to the loan and congratulating 

tho ~. v~~nrnent on hav1.ng rall1ed to the doctrine of 

budjpt~ry oc;uilibrium and on havl.nG also definitely 

oChvred to the liberal policies of the democracies . 

He w::-.•'nad, honever, that ther e must be social equilibri= 

to enabl e t he econom1c and fin ano1al plans to succeed. 

/'.notlhor f ormer 1\i nister of F1nance Regnier has given 

proea interview aprrovin~ the ne" s old policy and the 

tcncloncy t c..-1ard bud!;etnry bal cnce . He ( *) in behalf of 

t he loan .-,bich he said must succeed, 

This 
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Paris (SECTION FOUR) 

'this morning • s market session was panicky. The 

demand for sterling was tzemendous . After the · appearance 

of the ~bove communique at noon the demand for foreign 

currencies lightened and the franc rate improved 

(l)) omusion 

sns 

NPL 

WILSON 

52 
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of Karch 5 , 1937, from the Aaer1can lmbaocy, Parte. 

A• yet it 1e too early t o anticipate the general 

reaction to the prograa jllst 1naugll1'ate4. 'l'he new prograa 

certainly inTolvee an 1mpor't;ant reversal of the pllnitbe 

meaBilree of the Goverlllllent toward capital and its apendiQ8 

progr&lll. Jillm&rO\le ideas - partie ularly t hose on e:z:pen-

d1 tllres and pricee - are contained in the COIIIIWlique which 

correspond to the ideao expreeeed to •e personally by 

P.1et and which I reported in my telegram lfo. 393 of 

Karch a. There may be some opportllllity for s\loceoe llllder 

the new program i f R1et is perm tted to dominate the co­

mittee, and if the Go•eraaent will act f aTorably llpOD 

Rist ' s own 81.188est1ons as to liberalizing t rade and redllc-

1ng expenditllres. 

This afternoon I had oonTereations with bankers, who 

exceedingly regret that the Governaant, whan tatlQ8 

action which admits that their previous policiee were 

wrong, did not include the replacement of Allriol and 

Labcyrie, the two officials l ooked llpon as being most 

responsible for the errore in policy. 

The biggeet question is to see whether too much t t.e 

hae elepee4 before the Go'l'erlllleAt took the etepe announced 

today, and whether the public will continlle to be ekeptioal 

and hoard their fUnds, or whether it will take the comaun­

iqll8 and etat•ente of politicane eeriouely . It llaT be that 

the 110et i!lportant reaeon for any l&ek of wcoe .. 
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new prograa a:nd the propeae4 lou will be the failure t o 

date of the Gorernaent t o give the awaited ausarancee that 

they will respect private property and that they will pre­

serve social order. 

END KJ:SSAGE. 

WILSOll . 

U:Lft 
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!.I iss Chaunc ey : 

5: 15 p. Ill . 
llarch 5, 1.9.37 

Uis s Humphries broueht th t s in - she 
sui d the original wa s given to the Secretary to 
ta~<e to the Jlnite House to Cabinet meeting taUs 
afternoon. 

IotAS 
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Tress . 

Friday 
Karch 5, 1937 
4: 35 p. m. 

102 

Operator : Mr. Oliphant 

I:C.!Jr: Hello 
Herman 
Oliphant : Hello 

llJ,IJ r : Herman 

0: Yes 

li!.!Jr : 

0: 

R:.IJr : 

0 : 

H!!Jr : 

0: 

!!!!Jr: 

0 : 

RMJr : 

0 : 

l!liJr : 

0 : 

HJ.tJ r 1 

0 : 

At Cabinet Henry Wall ace brought up that he was 
worried, that the Russian people had bought a couple 
of mill i on pounds of alfalfa seed 

Yes 

out of the country and that we had a real 
shortage of good seed here. 

Yes 

And the Vice-president wanted to know whether t her e 
was something under some trick clause in the 
CUstoms laws 

Yes 

- by which we could k eep agricultural products f rom 
going out. 

Yes 

We all doubted i t, but the President a sked us to 
make a s earch. 

I ' ll look it up. 

Then, his next suggestio• was t he poss i bility of 
drafting a law which woul d 11ake i t pemissive 
for the President to keep any agricultural product 
on the findings of leaving the country, see? 

It's - yes, I know, when there ' s a 
shortage of something . 

Yes , shortage . Now, Henry, after Cabinet said he 
nobody in his pl ace that would work on it - would we 
llind let ting his man who used to be with biJl work on 
it, -

Yes, 'lfuchel -
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!111Jr : 

0 : 

IDI.fr : 

0: 

IU!Jr: 

0: 

..:JJr: 

0 : 

lr.!Jr : 

0 : 

IDAJr : 

0: 

HliJr: 

0: 

IUIJr: 

0: 

HIIJr : 

0: 

BlUr: 

0 : 

H!Ur: 

0 : 

!li.IJr : 

-2-

And t h en send it ov er to hlm. 

Yes, - See, Wenchel - t h at ' s f ine, Wenchel i s 
supervising Johnson 1 s 1vork , you know. 

Well , if he could 

Yes 

- Ylenchel 1d do it and t hen if you ' d shoot i t over 
to Henry Wallace, he said he ' d appreci ate i t . 

Yes, I ' ll shoot b ot h of them t o Henry? 

Both of them to Henry Wallace . 

0 . K. 

And that ' s that . 

How' s everything? 

Oh - i t ' s be en worse and it' s been better . 

Bob Al len is back f r om Key West and 1vas just in to 
see me . 

Yes, how does he f ind your family? 

My fami ly ' s fine . 

Yes 

Yes 

Have any news? 

Yes, he ' s going to bring back his bicycle. 

Good 

(Laughs) 

All right. 

All right . 

Than!Wou. 
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Hl.!Jr: 
Treas . 
Oper ator: 

Hlo!Jr : 

T . ,0 .: 

H11Jr: 

:{ : 

Hello 

llr . Knoke 

Knoke 

Go ahead . 

Hello, Knoke 

Yes , lolr. Secretary 

Friday 
lolercb 5, 1937 
5:15 p . m. 

~04 

H!.!Jr : I hear you can't buy any sterling; t!Ey won't let y ou 
have it . 

K; Well , we can' t but we bought fi.i'ty thousand at 
thirteen sixteenths a nd at the moment we a re fishing 
for a hundred a t three quar t ers . 

HJ.!Jr: How high can yo u go end not lose money? 

K: Seven eighths 

IIUJr : ~even eighths? 

K: Yes 

Hl!Jr: You can? 

K : Oh yes 

Hlol.tr : l~ell, 1I you can, I'd like t o push it the l111lit. 

K: Fine , I think that's a very good 

HJ.!Jr : I • o like to go u p to s e ven eighths . 

K: All right, sir. 

H11Jr: 

K: 

fl11Jr: 

K: 

And I wouldn't be 
if you haven ' t got 

Yes 

I mean I' d be fairly 

Seven eighths is our lillit. 
i es - four eighty-seven e ight y-five to be exact, 
but I think - yes, that ' s eighty-seven a nd a 
half, though . 
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HliJr: 

:{ ; 

HUJr : 

K: 

ti!lJr: 

K: 

!ll.IJr: 

j{ ; 

il.lfJr: 

1( : 

HJ.IJr: 

K: 

H!lJr : 

K: 

I"" 

tUJr: 

K: 

-2-

Seven eighths 

It's pr oper t o s ay that is our l imit . 

Well, I think I'd run it up and 

Fine 

Will you? 

All r ight, sir. 

I mean, I they 

Mr . Secretary? 

Yes, what di d you close the pound at? 

Four eighty-seven a nd f ift een sixteenths. 

Four eighty-seven and fifteen s.l,.xteenths? 

Yes -that ' s on the bid side there 

Yes 

And I exceeded your instructions t o the extent of 
thirty pounds thir ty thousand pounds paying 
fifteen sixteenths . 

You did? 

.Vnich I think was wise . The Chase had thirty 
offering and that enabled us t o quote the marke t 
on the bia side. 

Hl.!Jr : Good 

K: 

H!.!Jr: 

K: 

iU!Jr: 

And on the considering tha t we bought this 
morning a t five eighths we are still making money 
on the whole thing. 

Well , that•~ t oo bad . 

(Laughs) 

Well, all right. Well , I think that - I think 
that we have every reason t o be very aiuch pleased, 
and I •m particularly pleased with the way you• ve 
handled it today • 

Regraded Uclassified



K: 

IIJIJr: 

K: 

!UJJr: 

K: 

BliJr: 

K: 

Rl&Jr: 

K: 

lil.!Jr : 

K: 

I:IJiJr: 

K: 

IIJIJr: 

K: 

H!IJr: 

K: 

IIJIJr: 

-3-

Thank you very much, sir. We didn ' t get much. (Laughs) 

No, but that ' s 
difficult days. 

well, it's been one of our most 

Well, it ' s - I think tonight things look a little 
brighter. I think sterling is - at least for the 
time being - looks more settled. 

Yes 

And, as f ar as francs are concerned, I think th~ are 
definitely beaded tor a lower level. 

You do? 

Ob yes, I think - what you said this morni~ - that 
it was foolish for them to try not to stabilize or 
a t least to devalue temporarily to a lower level. It 
seems t o me t bey have they have adopted that 
philosophy . At least it seems to me that the com­
mission set up is working for that goal now. 

You think so? 

I 1d be very much surprised if francs were higher 
again tomorrow and not lower . 

Yes, well I've asked the French Ambassador t o tele­
phone Kr. Auriol tonight and let me have something 
by nine- thirty tomorrow morning . 

He didn' t tell you anything t onight, did be? 

Not a thing. 

Yes 

Not a thing. I mean, everything that he told me 
was as it was before ten this morning . 

I see. 

You wouldn't have known anything bad happened today . 

Yes 

So 
supper. 

Well , I'm going out and have frogs ' leg• fo r 
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tt : I beg your pardon? 

SMJr• I'm going to have frogs' legs tor supper. 

1{ : (Laughs) Are you trying to improve the franc rate? 

HM Jr: (Laughs) Good night. 

It : Oood night, sir. 

\ 

( 
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( 

( 

HISJr: 

George 
Harrison: 

!UIJr: 

H: 

fUIJr: 

H: 

I!JIJr : 

H: 

!UIJr: 

1:1: 

flloiJr: 

H: 

EWJr: 

H: 

HliJr: 

8: 

BIIJr: 

8: 

IWJr : 

1:1: 

Friday 108 
lfarch 5, 1937 
5:25 p . m. 

and he talked jus t as though nothi ng had 
happened today . 

But I don ' t suppose be does know anything. 

well, that's the answer, that be do~sn•t. But 
I ' ve asked him to call up Auriol tonight and 
find out what ' s what . 

Yes 

But they may pull another one tomorrow. 

Yes 

And it ' s - I ' ve asked Bonnet to come in at nine­
thirty tomorrow to s ee me. 

Yes 

And I mean 

But I - just on t he chance, I had my bag all set 
but I ' m just going to stay here . 

All right. 

l>o I 111 be her e. 

All right. 

And down early in the morning . And I 1ll be at my 
apartment this evening end leave - well, the bank ' s 
got my number if you want t o re~ch me . 

All right, I ' ll b e home tonight also . 

All right, Henry. 

Thank you very much . 

First rate . 

May I say that I t bought Knoke handled the si tuation 
extremely well today. 

Well, I' m glad you fel t t ha t way because I think he 
did t oo. 
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BUJr: 

H: 

H.IIJr: 

H: 

H.IIJr : 

H: 

H.IIJr: 

H: 

10.9 
-2-

Xes Now, another thing, after all we •ve got to 
set a price on those bonds tomorrow too, you know. 

(Laughs) I know that . 

Xes, so I want to talk to you and Burgess 

I don ' t think this is going to bother that very 
much. 

Well , I want to talk to you about that tomorrow. 

All right, first rate. 

And good night, George. 

Good night. 
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PARAPHRASE OF TELJ:GJU)( 

RECEIVED 

FRO!!: AJLERIOAN t)IBABSY, PARIS 

DATE: lolaroh 5 , 7 p.m. 

!lO . 315 

RUSH, FROlol COCHRAN 

According to my understanding, the Bank of France 

yielded 11, 000 ,000 pounde of sterling this forenoon 

and perhaps another 3 , 000,000 this afternoon. I f~e 

t h is must completely wip e out the gold holdings and the 

fund sterling. Therefore, there i s preeucably need for 

the fund to obtain gold from the Bank of France against 

f rance if an attempt ie to be made t o hold the franc 

rate until gol d comes into the fund from holders who 

may take advantage of the rules taking effect next lolonday. 

The bank would presumably have t o yield all the gold the 

fund may require , if an immediate reeponae to the gold 

of fer i s made in London. After a telephonic conversation 

with the Secretary of the Treasury t his evening, I learned 

that the French stabilization fund had j ust stepped out 

of the market and the sterling and dollar rates had shot 

up. Whether it is an attempt t o find its level or 

whether it is a control ..neuver is still to be s een. 

According to market contacts, the British control bad 

a heavy day yielding dollars. According to =r paris 

banlcing contacts, g ossip 1n London at sb p.m. tonight 

h 

111 
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1e t hat t he new basis for the frano will be 46 mill1grama 

thus making the frano rate against sterling 107 . 50. 

WILSOU 

. I 
IU: IlJ1f 

112 
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P.l!U.PBRJ.S:& 01 T~ !tiO:&IV:&D 

FROK: American llabal8y, London, En.glan4 

DATE: Karch 5 , 1937, 7 p .m. 

NO.: 120 

FROK BUTTERWORTH. 

FOR TREASJRY. 

Today Sir Frederick Phill ipo etated at a meeting 

113 --

at the British Treasury that the British Treasury, since 

oonding its message t o Washington, had received intor-tion 

indicating that eo far today the French fund had suffered 

large gold losses. Sir Frederick was not hopeful that 

the steps announced by the Frenoh would achieve their 

purpooe. He characterized these steps as late and half­

hearted - late becaus e the pres ent situation was probably 

no longer susceptible t o mere financial treat~ent for 

the over-riding element in France was undoubtedly political 

considerations, and halfhearted a s for instance, France 

baa not abandoned the oner ous cueto1111 inspection regula­

tions f or gold. 

Sir Frederick emphasized that Monday would undoubtedly 

show what would be the reaction of the French public toward 

these measures . He said that if the French wanted to uae 

t heir resources they probably in any case could hold out 

until June, and there was always the chance that the forces 

of financial deterioration •1gbt be outstripped by t he 

forc ee of economic illprov•ent. 

Phillip• •nt1oned, 1A connection with the French 

•eaauree, 
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msasurea, that the change to more flexible methods of 

operating the French fund, with a view to letting the 

franc find ita natural le'nl, would 1n hie opinion mean 

t bat very quickly the frano would move to ita lowest 

limite, and that it would atay ther e, but even eo he 

did not look on this as a guarantee that at that figure 

substantial BIIIOUDt& of gold might not be lost. He aaid 

that he had infor!!llltion that outs in oredi ts and expenditure 

were intended to r educe till French deficit this year from 

400,000,000 to 250,000 ,000 poundo, which he implied waa 

but a step i n the direction that is required. 

I t tranopired,during the course of the talk, t hat 

yesterday the British authorities were approached regarding 

the possibility of t he loan I mentioned 1n my yesterday' a 

mes aage (last paragraph) on which the interest would be 

payabJ.e in dollars, sterling or franca, or the tranc 
' 

equivalent of ei ther aterling or dollars. Sir Jl'redericlt 

aaid that t wo questions were raised thereby: Jirst, 

whether in cer tain oiroumstanoea the British authorities 

WOUld help to mate the sterling uailable - and. the anner 

was in the negative; second, whether it waa a wiae thing 

to float auch a loan, - and again the answer waa in t~ 

negatbe . He said that aeYera.l amall cOWltriea 1n the 

paet had been turned dOWll on the aue kind of pr opoaitioa , 

and that it would facilitate foreiga exchange speculation 

in a oowatr y like Jl'ranoe. He aeaUoned that to ba•e web 

a 
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a loan •tloattng about with a high rate of intereat• would 
be disadvantll8eoue. In addi t1 on Phillips re~ed that 
be assu.ed the United States would not find such n loan 
acceptable 1! tor no other reas on than it would probably 
be interpreted publicly as an attnpt to get around the 
Johnson Act. 

As we were leaving Phillips be aaid, in c onnection 
with the general Frenoh financial situation, that the 
British have not made any proposal to Washington, and 
they bave none t o make. 

BIIGHJJ(. 

EA:Lft 
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P.AlllPBliABIC OJ TELJXliiWl RJ:OJ:InD 

JR<Ii: Allerioan kb&a87, Paris 

D.l!J:: Karch 5, 1.937, 8 p, a, 

116 

I ..- o&llad to the Kinietry of J1nanoe at 7:15 

this evening by Rueff, He euppoeed 11hat their o-.unique 

wae tuiliar to ae, I informed him that I had been read­

ing the nnepapera, Be told ae that there had bem a 

aeeting thia afternoon of the new o-ittee tor a•nepng 

the etabilisation fund. fhe queetion of aeeuring option 

ot exchange tor proepeotive subaoribere to the national 

defense loan Which the Treasury intends to open Kondaf, 

Karch 8, oue up, I waa informed by Rueff tha11 it 1e 

planned to give to the eubeoribar option of payment in 

dollars, sterling or french france, fhe ••bare of the 

Oc1111111ttee were cogniZant of the tact that aometillea l ep.l 

difficulties arise in caaea where there ia provided optic~ 

ot payment in a certain currency but place of payaent i n 
ot t'e stipulated currency 

the country ia not provided tor, !'he following question 

waa presented by Rueff: - Would the United atatea authoritiae have any objao­

tion it the f rench Government naaed -e baDk or tira in 

In Torlt, auch aa J, P, Korpn and Oo.pany, to act aa 

the agent in the VDi tad Btatae for the pg.rpoae of payin& 

ooupou 
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ooupone of the proposed loan in ouee where p&JIIBnt 1e 

requested in dollars? He etreeeed t he faot that there 

would be no subscription in the ~nited States but only 

cubing coupons in dollars. Jlueff i nfo:raed ae that the 

ieeue price of the bonds would be olo .. to par, probably 

98 or 99, that they would be f or ten years, and that the 

interest would be at four and one half percent. He did 

not tell •• the aaount of the loan but efforts Will en-

dently be made to eeoure a large amount. He wu not 

certain whether there would be aJJY objection to the fore­

going arr&~:~geaumt under the Johnson law. Rueff eaid that 

u aigbt be possible that an 1811\le of this kind would 

111 

neoeeei tate oerta1n purobe.eee on behalf of the J'renoh / 

Oovel'IIIIent of dollars to pay off the coupons. / 

I was told by Rueff that the matter of sterling pay­

aenh bad already been taken up W1 th the Bri Ueh authori­

ties t hrough the Attaohe of the J'renoh !reaeury in London. 

The British, Rueff a id, had answered that if it were a 

short tera operation there would be no objection to naa1n1 

a paying agent in London. ~nleee the American authori Uee 

gave e1ailar approval, the Bri tieb were unWilling to approve 

an arrang•ent of th1e kind for the ten year ieiiUe 1n ques­

tion. It was thought by Rueff that the Britieb plan for the 

early lawlobing of an important defense loan wu the cause 

of their rel\IDtanoe. 
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!be J'renoh off1oiale are IU!ltioue to eetile all the 

terae of the loan in queeUou einoe U ie to be openecl 

Xonda3'. Rueff therefore aakecl that I try to haYe u. 

u .. er on Baturda.r aoruing to the aboYe queeUon. 

118 

Rueff iuforaecl ae that at the aeeUng of the atabili&a­

tion oa.mittee thie afternoon one of the firet deoieione 

had been to let the frano tend to find ita 01rll lnel iD­

etead of keeping at an alaoet fixed rate aa before. I 

inquired whether they had in aind a lower lnel for the 

fluctuation whioh would now be peraittecl. Be oalled to 

•r attention t he faot that a lower liait wae fixed bJ the 

Ootober 1 aonetazr law. DD or KJ:SBAGI. 

WIL.O. 

ll:D 
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PAil.UIIllAU or TILWAK UOGtD 

10.1 aa 
racllt Aaerioaa •-.or, J'uh 

DA!It Karoh 50 lilT, 8 p,a, 
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d.olluo, oiUliac o~ ~ll fnDDO. tho a•llao of tho 
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o-utoo we7o ooptoaat ot tho fan that ..... ._ .. lopl 
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wao P~OMD\M"' Ruelft 

Wo•14 tho 1JaUo4 Ma\H •tM~Uloo ll&YO UJ -~--
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• em· 
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You~ 316, Mar ch 5 , 8 p . m. 
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'."ii11 ende <>.vo r to te l ephone 7iOU ">e fo :o.'e 12 o' c lock 
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p~RIS,··PREMIER BLUM ANNOUNCED AFTER A CABINET M£ETINC TODAY THE 

~STOR~TION OF FREEDOM OF COLD MOVEMENT, EFFECTIVE MOND~Y. 

HE DENIED TH~T THE GOVERNKENT INT~DED TO DEV~LUE CURRENCY OR CONTROL 

~CHANCE BUT S~ID TH~T, ON THE CONTRARY, THE GOVERNMENT WOULD 

LIB£R~LIZ£ FINANCES, 

' 3/5·· R838A 

ADD CABINIT PARIS 

THE CABINET DECIDED TO ~REATE A COMMITTEE OF EXPERTS TO DIRECT THE 

EQUALIZATION FUND COI'IPOSED. OF EMILE LABEYRIE1 GOVERNOR OF THE BANK OF 

FR~NCE 1 J, RUEFF, DIRECTOR OF THE BANK, AND PAUL BAUDOIN, AND CHARLES 

RIST, NOTED ECONOKIST, 

IT VAS DECIDED TO ISSUE A NATIONAL DEFENSE LOAN TO COVER THE 

Rt~RKAKEHT PROGRAM, 

PREMIER BLUM ANNOUNCED THAT AS THE RESULT OF THE FREEING OF COLD, 

MOVEMENT, THE BANK OF FRANCE BECINNINC MONDAY VOU~b BUY ~ND SELL COLD 

WITHOUT IDENTITY REQUIREMENTS, 

THIS MEASURE, BLUM EXPLAINED, VAS INTENDED TO RESTOR£ CONFIDENCE, 

FREV£NT FURTHER EXPORT OF •ra u:HTENEoe CAPITAL AND CONVINCE llfvtSTOIS 

TO LEND THE TREASURY TKE RONEY IT MEEDS, 

BLUM SAID AT THE ~D OF A TVO HOUR CABINET MEETINGs . . . 
•tHE TRI-PARTITE ACCORD (FRANCE, THE UNITED STATES AND CREAT 

IIUTAIN) REMAINS TKE BASE OF FRENCH MONETARY POLICY.• • , 

Regraded Uclassified



THE NATIONAL DEFENSE LOAN OF UNSPECIFIED AMOUNT VILL Bt OFFERED 

MONDAY MORN ING. IT IS TO BE THE ONLY LOAN OFFERED THIS YEAR. 

THERE ARE TO BE NO NEV EXPENDITURES EXCEPT TO RAISE THE PAY OF THE 

LOWER LEVILS OF CIVIL SERVANTS. 

PR EMIER BLUM WILL ADDRESS THE NATION TOMORROW NIGHT TO EXPLAIN THE 

GOVERNMENT ' S FINANCIAL DECISIONS, PRESIDE~T~BRUN, BREAKING PRECEDEN: 

WILL MAKE A SIMILAR SPEECH SUNDAY, APPEALING FOR DEFENSE OF THE NATIO­

NAL DEFENSE LOAN, 

THE BOURSE DROPPED AT FIRST ON MISINTERPRETATION OF THE GOVERNMENT' ~ 

DEC ISIONS, IN EARLY AFTERNOON TRAD ING IT RECOVERED AND QUOTATIONS VERI 
\ 

~ITHER THAN AT YESTERDAY' S CLOSE, TK£ MARKET WAS FIR" BUT NERVOUS. 

J/5--R~JOA 
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AJJU I:MU!t£~ PAIIJ S 

fiNANCIAL LEADERS SAID THE CABINET' S DECISION TO REKOVt THE ~NETARY 

~D FINANCIAL RESTRICTION AND • RETURN TO THE ESSENTIAL PRINCIPLES 

or LIBERALISM• WAS DESIGNED TO COUNTERACT THE EXPORT OF FRENCH CAPITAL, 

~SULTING FROM •THE EXTREME PENURY OF THE LOCAL MARKET,• 

WITH ~ANCE ' S FINANCIAL SITUATION ADMITTEDLY A~UTE, THE GOVERNKENT 

~OS£ LJBIRALI2M AND CLOSER COOPERATION WITH THE U,S, AND GREAT 

~ITAIM RATHER THAN ORDER FURTHER RESTRICTIVE MEASURES ALONG THE LINES 

or CURR ENCY CONTROL, 

BLUI! ' S STATEI!ENT THAT THE FRANCo-ANGLO-UNITED STATES MONETARY 

ACREEI!ENT REI!AINS THE BASIS OF FRENCH POLICY WAS INTERPRETED AS 

MEANING THAT THE POPULAR FRONT PREMIER INTENDS TO PLACE THE 

FINANCIAL, COMMERCIAL AND POLITICAL COOPERATI ON OF THE THREE NATIONS 

ABOVE ALL ELSE, 

THE CABINET'S DECISION UNDOUBTEDLY WILL BRING A BREATHING SPELL 

WR ING WHICH GOVERNMENT REFORI!S WILL BE CONSOLIDATED AND THE NATION 

WILL BE GIVEN GUARANTEES AGAINST. EXPENSIVE REFORI!S, 

ALTHOUGH HOPES WERE KICK THAT FRENCH CAPITAL WOULD RETURN TO THE 

~UNTRY THE PROBLEI! OF DOMESTIC PRICIS REMAINED TROUBLESOI!E, SOME 

ECOHOI!IS[S BELIEVED THAT WORLD PRICES WOULD CATCH UP WITH THOSE 'IN 

fRA NCE SOj)N, 

THE CABINET COMMUNIQUE CAVE ASSURANCE THAT THE NATIONAL DEFENSE 

WAN WILL BE T~E ONLY LOAN ISSUED THIS YEAR AND THAT OTHER REQUIREMENTS 

~I LL BE COVERED BY SKORT-TERI! OPERATIONS, 

HOPE OF A BALANCED BUDGET VA'S HELD OUT BY THE COI!I!UNJQUE'S 

~NOUNCEKENTS THAT NO NEW EXPENDITURES OF IMPORTANCE VERI CONTEI!-

'LATED, 

V~--RI027A •·---'---~--
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ESTABLISHI1I~T OF A FREE GOLD MRICET IN n~NCE ~y THE BUll' 

GOVERNMENT WILL NOT CHANGE THE OPERATING METHODS OF THE Til-NATION . . 
l«lHETARY ACCORD BETWEEN THE U.S., GREAT BRITAIN AND FRANCE, TRUSURT 

~FlCIALS SAID THIS HORNING. - - ' THE OFFICIAL VIEW OF THE FRENCH NOVE VAS THAT IT VAS PRIMARILY A 

• ~YCHOLOGICAL BID FOR DONtsTIC CONFIDENCE. 

IT WAS POINTED OUT THAT THE FREEING Of GOLD OPERATIONS IN FRANC£ 

CONTR IBUTES TO THE STABILITY OF THE FRANC AND FOR THIS RE~SOM, OFFICIALS 

BELIEVED IT WOULD REDUCE NECESSITY FOR ANERICAN STABILIZATION FUND 

ACTIVITIES DESIGNED TO PREVENT VIDE FLUCTUATIONS IN THE VALUE OF THt 

FRANC, 
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FRANCE RESTORAS FREE GOLD MOVEMENT 
, ,~ ,"!'\ 
' t , ... 
~~ PAR IS- U P- PREMIER LEON BLUM ANNOUNCED 

~ AFTER A CABINET MEETING TODAY THE RESTORATION NF 

FREEDOM OF GNLD MOVEMENT EFFECTIVE MONDAY 

HE DEN I ED THAT THE GOVERNMENT INTENDAD TO 

DEV ALUE CURRENHY OR CONTROL EXCHANGE BUT 

SAID THAT ON THE CONTRARY THE GOVERNMENT 

WOULD LIBERALIZE FINANCES 

THE CAB I NET DEC I DED TO CREATE A COMMITTEE 

OF EXPERTS TO DIREHT THE EOUA~IZAT(ON FUND 

COMPOSED OF EMILE LABEYR I E GOVERNOR OF THE 

BANK OF FRANCE J RUEFF DIRECTOR OF THE BANK 

AND PAUL BAUDO IN 

IT WAS DECIDED TO ISSUE A NATIONAL DEFENSE 

LOAN TO COVER THE REARMAMENT PROGRAM 

PREM IER BLUM ANNOUNCED THAT AS THE RESULT 

OF THE FREE ING OF GOLD MOVEMENT THE BANK OF 

F~ANCE BEGINNING MONDAY WOULD BUY AND SELL 

GOLD WITHOUT IDENTITY REQUIREMENTS 

THIS MEASURE BLUM EXPLA I NED WAS INTENDED 

TO RESTORE CONFIDENCE PREVENT FURTHER EXPORT OF 

-FRIGHTENED- CAPITAL AND CONVINCE INVESTORS TO 

LEND THE TREASU RY THE MONEY IT NEEDS 

-o-
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ADO FR ANC E RESTORES FREE GOLD 

PARIS-U P- BLUM SA I D AT THE END OF A TWO­

HOUR CABINET MEETING-

-THE TR I-PARTITE ACCORD -FRANCE THE 

UNITED STATES AND GREAT BR I TAIN- REMAINS THE 

SASE OF FRENCH MONETARY POLICY-

HE SA I D THAT HE WOULD ADDRESS THE NATION 

BY RATIO TONIGHT TO EXPLAIN THE GOVERNMENT-S 

F INANCIAL DEC ISIONS 

PRESIDENT ALBERT LEBRUN ALSO WI LL BREAK 

PRECEDENT TO SPEAK TO THE NAT I ON ON THE RADIO 

APPEAL ING FOR SUPPORT OF THE NATIONAL DEFENSE 

LOAN WHICH MINISTER OF FINANCE VINCENT AURIOL 
A 

SA I D WOULD BE OPENED MUNDAY MORNING- HE 010 Ne 

SPEC I FY THE TOTAL 

PURCHASES OF GOLD BY BANK OF FRANCE WI LL 

BE MADE AT CURRENT RATES 

THE COMMITTEE APPOINTED WILL ALSO CONTROL 

THE RENTES MARKET 

VARI OUS MEASURES PROVIDING FOR ECO NOMY IN 

EXPEND ITURE HAVE BEEN AOOPTEO 

- 0-

1 2~ 
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~· )~- /~ 

ADD FRANCE RESTORES FREE GOLD MOVEMENT 

PARIS-U P- THE CABINET DEC I DED THAT THE BANK 

OF FRANCE WOULD BUY GOLD AT THE CURRENT RATE 

THEREBY ABANDON I NG THE PREV I OUS POL I CY OF BUY I NG 

AT THE PRE-DEVALUAT I ON RATE 

THE STABILIZATION COMMITTEE WAS GIVEN SUR­

VEILLANCE POWERS OVER THE GOVERNMENT SECURITY 

MARKET 

IT WAS DECIDED THAT THERE SHOULD BE NO 

NEW EXPENDITURES EXCEP~ TO .RAISE THE PAY OF 

THE LOWER LEVELS OF CIVIL SERVANTS 

AS THE RESULT OF THE NEW GOLD POLICY THE 

GOVERNMENT HOPES THAT PART OF THE HOARDED GOLO 

ESTI MATED TO TOTAL AROUND 20 000 000 000 FRANCS 

WILL RETURN TO THE BANK OF FRANCE 

THE NATIONAL DEFENSE LOAN IT WAS SAID 

WOULO BE ISSUED WITH A GUARANTEE AND EXCHANGE 

OPTION AND WOULD BE THE ONLY LOAN ISSUED TH IS 

YEAR 

THE COMMITTEE OF EXPERTS TO DIRECT THE 

EQUAL I ZAT I ON FUND ALSO I NCLUDES CHARLES RIST 

NOTED ECONOM IST 

PREMIER BLUM IT WAS LATER AN NOUNCED WILL 

ADDRESS THE NAT I ON TOMORROW NIGHT AND NOT 

TON IGHT 

-o-

FRANCS UNOER PRE s 
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FOREIGN EXCHANGE MARKET 

LONDON - ACT I VI TY AND NERVOUSNESS CHARAC-

TERIZED THE FOREIGN EXCH ANGE MARKET THIS MOAN­

ING DOMINATED BY THE FRENCH CAB INET MEET.JNG 

AND ITS OUTCOME 

OFFERINGS OF FRANCS CONTINUED ON A HEAVY 

SCALE AND IT WAS UNDERSTOOD THAT THE FRENCH 

CONTROL WAS CARRYING OUT ACTIVE OPERAT IO NS IN 

ALL CURRENC IES IN SUPPORT OF THE FRANC 

FORWARD FRANCS OPENED WITH THREE MONTHS 

FRANCS AT 32S CENTIMES DISCOUNT AND ONE 

MONTH FRANCS AT 175 CENT IMES D ISCOUNT LATER 

WEAKENING SHARPLY TO 350 AND 200 CENTIMES 

DISCOUNT RESPECTIVELY 

FOLLOWING THE FRENCH CAB INET AN NOUNCEMENT 

OF A FREE GOLD MARKET ETC IT WAS IMPOSSIBLE 

TO OBTAIN QUOTATIONS FROM FOREIGN EXCHANGE 

~ROKERS AS THERE WAS MUCH CONFUS ION - BROKERS 

ARE NOT YET CLEAR AS TO THE FULL S I GN IFI CANCE 

OF THE ANNOUNCEMENT 

DOLLARS ARE NOW QUOTED AT 4 881~ -

HAS BEEN SOME BEAR COV!A I N4 IN FORWARD 

THERE 

FRENCH 

FRANCS MAR 5 1937 
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PARIS- TRAo 

u 
R 

E 

ERS REPORT PRESSURE ON THE F RA NC 
THE HEAV I EST THROUGHOUT THE MORN I NG- THE FUND 

SUPPLIED ALL DEMANDS FOR STERLING AT YESTERDAY-S 

RATE BUT A STRONG DEMAND FOR DOLLARS VIA LONDON 

FORCED THE RATE TO 2 1 55- I T IS APPARENT THAT 

THE GOVERNMENT MAY BE COMPELLED BY THE SITUAT I ON 

IN EXCHANGES TO ACT MORE QUICKLY AND MORE DRAS­

TICALLY THAN CONTEMPLATED 

-o-

q l ~~ PARIS BOURSE REACTS AFTER 
OPEN I NG 

STRONG 
LIAR 5 

PAR I S - THE BOURSE WAS ACTIVE WITH RENTES 

AND DOMEST IC SHARES UP DURING THE FIRST HOUR 

BUT LATER A REACT I ON SET IN AND MANY OF THE 
GAI NS WERE LOST 

THE ANNOUNCEMENT THAT THE GOVERNMENT 

PROPOSES TO LAUNCH A NEW NATIONAL DEFENSE 

LOAN CONTAINING GUARANTEES AGAINST EXCHANGE 

FLUCTUATIONS -AMOUNT AND RATE YET UNKNOWN-

1937 

HAD A DEPRESS I NG EFFECT S I NCE IT IS BEL I EVED 

THIS I S ONLY ANOTHER EX PED I EN T TO RAISE FUNDS 

FOR TH E TREASURY AND THAT THE PU.LfC WILL ONLY 

Regraded Uclassified



m \U.. MAR 5 
- l ADO ~RENCH FREE GQ! D H'RK ET 

PARI S - BY MEANS OF THE NATIONAL DEF ENSE 

LOAN WHI CH WILL CARRY AN EXCHANGE GUARANTEE 

AND OPTI ON IT IS HOPED APPARENTLY TO RAISE 

1937 

10 000 000 000 FRANCS OR MORE FROM FRE NCH CAPI­

TAL HOARDED AND EXPORTED WHI CH PREMIER BLUM 

RECENTLY EST IMATED AT 100 000 000 000 FRANCS 

-o-

r r~R 5 1937 
TO F IX FRENCH GOL~ PRI CE DA I LY . , 

PARI S - BEG INNI NG MONDAY THE NEW BUYI NG 

AND SELL ING PRI CES FOR GOLD WI LL BE F IXED &¥ 

BANK OF FR ANCE ACCORD ING TO THE STERL ING RATE 

AND THE LONDON OPEN MARKET PRICE AND WILL VARY 

DAILY 
SELL ING OF GOLD WI LL REMAIN RESTR ICTED TO 

CENTRAL SANKS BUT THERE WILL BE NO L IMITATI ON 

AS TO FROM WHOM THE SANK WILL BUY GOLD 

-0-

!.le.I'Q.. 5, 1937 
I( IlJ 2: 15 p. m, ) ./ 

Par is Sxchange Market 

1~3 

~1e - Art er the oloee or the orf ioial Bour se the French 
Stabilization Fund which had cone1et entl.Y pe~ed sterling at 
around 105. 14 tranos to the point withdrew trom the market and 
the rate tell to 106 and ~hen to 107 wi th onlY oooaeional 
intervention. This ohange or taotioa wae interpret ed a s reveali ng 
the intention to let the market rind i ta own level with a view 
t.o ~he nati onal det ense loan on WondaJ whoee terms have not yet 
been announced. 

Exchange t raders wer e nervous, reartns t o raake oollllll1 t taentl 
and t he forward marke t •e mer ely nominal a;. ~und the pr ea11111 
or 2 end 3 rrsnoe tor t he rorward eterl1n~ 
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D.OW .JONES MORNING GOSS IP 

134 
MAR 5 l937 

SI8£ET REGARDED THE LAT EST FRENCH FINANCIAL 

PLANS AS A BOLD BID ON THE PART OF THE 

FRENCH GOVERNMENT TO RESTORE CONFIDENCE AND 

BRING OUT HOARDED GOLD- PREMIER BLUM IN 

DENYING THAT HIS GOVERNMENT INTENDED TO FURTHER 
~ 

DEVALUE THE FRANC OR CONTROL EXCHAN~E SA I D 

THAT LIBERALIZAT I ON OF FI NA NCES WOULD BE THE 

ORDER OF THE DAY AND INCLUDED RESTD~ATI ON OF 

FREE GOLD MOVEMENT MONDAY CO NTROL OF RENTES 

MARKET AND ISSUANCE OF A NATIONAL DEFENSE LOAN 

TO COVER REARMAMENT PROGRAM - EARLY LONDON 

MARKETS WERE LOWER 

I.IAR 5 1937 IO. trO 
STOCK MARKET GOSS I P 

WALL STREET BROKERAGE OPINION THIS 

MORNING SUGGESTS A CAUTIOUS ATTITUDE TOWARD 

THE IMMEDIATE STOCK MARKET AS A RESULT OF 

INTERNAT I ONAL FINANC IAL HAP PEN INGS - SOME 

EXPECT IRREGULAR ITY WITH PROFIT-TAK I NG I N 

STOCKS WHI CH HAVE LEO RECENT ADVANCE -

THERE IS NO CHANGE I N THE GENER AL OPINION 

THAT HIGHER PRICES ARE LIKELY FOR THE LONG 
PULL 

-a-
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1.\AR 5 19'37 
FORE IGN EXCHANGE 

L~N - FORWAR D FRANCS FURTHER RECOVERED 
,- =r =a 

WITH THREE MONTHS AT 318 CENTIMES DI SCOUNT AND 

ONE MONTH AT 206 CENTIMES DISCOU NT - SPOT 

FR ANCS WERE I DS IS 

WHILE DEALERS APPROVED THE FRENCH GOVERN­

MENT-S ANNOUN CEMENTS THEY WERE SKEPT ICAL AS 

TO WHETHER THE ANNOUNCEMENTS WILL RESTORE THE 

CONFIDENCE OF FRENCH CAPITALISTS SUFF ICIENTLY 

TO MAKE THEM REPATR IATE THE IR FUNDS UNLESS 

THEY FEEL THAT THE SLUM GOVERNMENT WILL NOT 

LATER IMPOSE FURTHER LEG ISLATION PENALIZING 

FINANCE AND INDUSTRY - FOR THIS REA~ON MANY 

OBSERVERS HERE TH I NK THAT ONLY A RElLI~T 
OF THE FRENCH GOVERNMENT WILL RES~DRE CO NFI -

1 

D -
!i,\R 5 1937 

LONDON VIEWS FRENCH SITUATI ON 

LONDON - FOREIGN EXCH AN GE CI RCLES IN LONDON 

~ST I LL ARE NOT CLEAR WHETHER FRENCH GOV ERN-

~' MENT HAS DEFI NI TELY DECIDED TO ABANDON THE 

IDEA OF IMPOSING AN EMSARuO ON EXPORT OF 

GOLD AS THEY CONSIDER THAT FREEDOM OF 

EXPORTS OF METAL I S ESSENTIAL TO RESTORE 

"nNJ:'Inf:Nf'"~ .. 
• 
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OPERAT IONS UNDER TR I -PART I TE AGREEMENT NOT 

TO BE CHANGED BY FR ENCH MOVE OFF ICIALS 

! :~R 5 1937 

WASHN- METHODS FOR OPERATING UNDER THE 

TRI-PART ITE MONETARY AGREEMENT BETWEEN THE 

U S GRE AT BRITAIN AND FRANCE WILL NOT B~ 

CHA NGED BY THE FRENCH MOVE IN ESTABLISHING A 

FREE GOLD MAR~ ET TREAS IIRX OFFICIALS SA I D TODAY 

INSOFAR AS THE FREEI NG OF GOLD OPERATIONS 

IN PARIS CONTRIBUTES TO THE STABILITY OF THE 

FRANC I T MAY ALSO MIN IMIZ E THE NECESS ITY FOR 

AMER I CAN STABIL IZATION FUND ACTIVITIES DESIGNED 

TO PREVENT WID E FLUCTUATIONS I N THE VALUE OF THE 

FRANC ACCORDING TO OFFICIALS HERE 

THE FRENCH ACTION WAS REGARDED PRIMARILY 

AS A BID FOR DOMESTIC CONFI DENCE RATHER 

THAN AS A SHIFT OF INTERNATIONAL IMPORTANCE 

...,n-
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!:AR 5 1937 

FRENCH yQNEXt RX tCII OH SEEN AS BR I NG-

lNG FRANCE CLOSER TO AME RI CAN SYSTEM 

WASHN - ESTABL!SHMENT ' IN PARIS OF 

A FREE GOLD MARKET IN WHI CH THE BANK OF FRANCE 

WILL BUY AND SELL GOLD AT A FIXED RATE 

WAS SEEN HERE BY OFFICIALS AS BRINGING THE 

FRENCH MONETARY SYSTEM INTO CLOSER RESEMB­

LANCE WITH THAT FOLLOWED IN THIS COUNTRY 

OFFICI ALS POINTED OUT THAT INDIVIDUALS 

NOW ARE FREE TO BUY GOLD IN LONDON AND SELL IT 

TO THE BANK OF FRANCE OR VI CE VERSA WHEREAS 

SINCE DEV ALUATI ON IN SEPTEMBER THE BANK OF 

FR AN CE HAS BEEN UNDER NO OBLIGATION TO 

HAVE ANY GOLD DEAL I NGS WITH PR IVATE INDIVI DUALS 

- THE BANK OF FRANC E HAS BEEN ST ABit i ZING THE 

FRANC BY OFFERING OR BUYING FOREIGN cURRENCIES 

IN WHATEVER AMOUNTS ARE NECESS ARY BUT HAS 

NOT S I NCE DEVALUAT ION BEEN DEALING DIRECT-

LY IN GOLD WITH PRIVATE I NDIVIDUALS 

INSOFAR AS THE BANK OF FRANCE MA INTAINS A 

STABLE PR ICE FOR GOLD IT WILL BE CLOSELY 

PARALLELING THE PRACT ICE IN THIS COUNTRY 

WH ERE THE TREASURY FREELY BUYS GOLD AT A 

F IX ED PR I CE - PR IVATE GOLD ARBITRAGE TRANSAC~­
IONS IN OTHER WORDS WI LL NOW AID IN STABIL­

I ZING THE VALUE OF THE FRANC AND MAY THEREFORE 

LESSEN THE PART WHI CH PREV IO USLY HAS HAD TO 

8E PLAYED BY STABIL IZATION FUNDS ' ACCORDING 

TO OFF IC IALS 

-o-
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!i,\R 5 1937 

FOREIGN EXCHAHUES CONFUSED 

FOREIGN EXCHANGE MARKET I S CO~SED FOLLOW­

ING THE HEW FRENCH GOLD MOVES WITH SPOT FRANCS 

AT 4 64 5 -16C OFF 5-16 PO INT- 90-DAV FRANCS ARE 

QUOTED AT DISCOUNTS RANGING FROM 14 TO 15 POI NTS 

UNDER THE SPOT RATE COMPARED WI TH 15 YESTERDAY­

STERLING IS STEADY AT 4 DLS 8 8 3-BC UNCHANGED­

THERE IS A FAIR AMOUNT OF BUSINESS IN STERLING 

ON BOTH SIDES OF THE MARKET BUT THE CONTINENTAL 

-S HAVE NOT YET QU IETED DOWN SUFF ICIENTLY TO 

PERMIT ORDERLY TRADING 

THERE IS NO INDICATION YET THAT THE RESUMP­

TION OF GOLD BUYING BY THE BANK OF FRANCE IS 

RESTOR ING FRENCH CO NFI DENCE IN THE FRANC OR IS 

ST IMULATING A RETURN OF CAPITAL TO FRANCE- ON 

THE CONTRARY A SHARP RISE I N BELGA EXCHANGE 

IS AT TR I BUTED TO FRENCH DEMAND 

REPORTS FROM EXCHANGE QUARTERS INDICATE 

THAT FOREIGN DEMAND FOR AMERICAN SECURIT I ES 

HAS BEEN ST IMULATED ANO MANY BUYING ORDERS ARE 

REPORTED TO HAVE BEEN RECEIVED ESPEC IALLY FROM 

CONTINENTAL COUNTRIES 

-o-

\ C)6.:::) 
STERLING AN D FR AN CS AT NEW LOWS 

BOTH STERLING AND FR AN CS ARE QUOTED AT 

NEW LOW FOR YE AR - STERL ING IS QUOTED 4 88 1-8 

OFF 1-4 CENT AND FRANCS AT 4 6 4 1- 4 CENTS 

OFF 3-8 POINT !,Wt 5 198J 
-o-
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LULL IN FOREIGN EXCHANGES 

A LULL HAS DEVELOPED IN LOCAL FOREIGN 

EXCHANGE MARKET AS CONTRASTED WITH ACTIVE 

COND ITIONS EARLIER THIS MORNING - AFTER 

TOUCHING A NEW LOW FOR YEAR AT 4 88 STERLING 

IS A SHADE BETTER AT 4 88 1-8 OFF 3-8 CENTS 

ADD FOREIGN EXCH ANG ES 

FRENCH FRANCS ARE AT THE LOW FOR YEAR AT 

4 64 CENTS OFF 5-8 PO I NT - GU ILDERS ARE 

UNCHANGED AT 5 4 74 CENTS SW ISS ARE 1-2 POINT 

LOWER AT 22 82 1-2C AND BELGAS 2 1-2 POINTS 

HIGHER AT 16 87 I-2C 

-o-

12 00 M 

~·:,\R 5 1937 

FRANCS BREAK TO NEW LOW 

OFFIC IAL CONTROL IS BELIEVED TO HAVE 

BEEN WITHDRAWN IN THE FORE IGN EXCHANGE MARK ETS 

A&ROAO AND STERLING AND FRANCS HAVE BROKEN 

SHARPLY TO NEW LOWS- STERL ING IS OFFERED AT 

4 8 7 3-4 OFF 5 - 8 CENT - FRANCS ARE OFFERED A~ 

4 63 CENTS OFF I 5-8 CENTS AND ARE REPORTED 

TO BE OFFERED AT 4 61 1-2 IN LONDON 

-n-

FRANCS OFFERED 4 60 

FRANCS ARE BEING OFFERED AT 4 60 
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STERL I NG 4 87 3-4 8 I D [i.\R 5 J937 
STERLING IS NOW BID AT 4 87 3-4 OFF 

5-8· 

CE NT AFTER HAVING BEEN OFFERED AT 4 87 5-& 

FRENCH FRANCS HAVE SOLD AT 4 60 CENTS OFF 

4 5-8 POI NTS- EXCHANGE TRADERS SAY THERE ARE 

NO QUOTATIONS FOR FORWARD FRANCS AT THE MINUTE 

-n-

~I\ 

Yl. FRENCH SITUATION 

SOME LOCAL BANKERS REGARD AS CONSTRUCTIVE 

THE ANNOUNCEMENT OF A RESTORATION OF A FREE 

GOLD MOV EMENT BY FRANCE BUT VOI CED MISGIVINGS 

REGARDI NG THE ACCEPTANCE BY FRENCH INVESTORS 

OF OTHER STATEMENTS IN LEON BLUM-S ANNOUNCE­

MENT 

THE BELIEF WAS EXPRESSED THAT A TENDENCY 

TO,RESTORE FREE MOVEMENTS IN GOLD GOODS AND 

TRADE IS A FAVORABLE FACTOR FROM AN INTERNAT­

IONAL VIEWPOINT AND THAT NO LOSS IN GOLD 

TO THE UN ITED STATES WOULD RESULT FROM THE 

F~ENCH GOVERNMENT-S ACT ION TODAY 

HOWEVER SOME BANK ERS FEEL THAT THE 

ATTEMPT OF FRENCH CAB INET TO INSTILL 

CONFI DENCE IN THE GOVERNMENT TO A PO INT WHERE 

CAPITAL OF FRENCH INVESTORS WILL BE REPATRI ATED 

RESTS LARGELY UPON PERSUAS IVENESS OF M BLUM 

IN HIS RADIO ADDRESS TOMORROW NI GHT AND IN 

THE SUBSEQUENT ACTIONS OF THE GOVERNMENT 

IT IS FELT THAT A DEFIN I TE TEST OF 

..&.40 
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CONFIDENCE IN THE BLUM GOVERNMENT HAS BEEN 141 
CREATED BY THE OBVIOUS ATTEMPT TO INDUCE 

INVESTORS TO BRI NG EXPORTED CAPITAL HOME -

BELIEF EXISTS THAT DESP ITE THE STATEMENT OF 

ILUM-S ATTITUDE TO THE CONTRARY ~VALUATION 

OF THE FRANC TO THE LEGAL LIMI T WILL 8€ 

NECESSARY TO ACCOMPLISH THI S PURPOSE 

IT IS ALSO F ELT THAT TANGIBLE ASSURANCE 

-ILL HAVE TO BE GIVEN THAT NO PRESENT OR 

FUTURE PENALTY WILL BE VISITED UPON INVESTORS 

WHO REPATRIATE GOLD NOW OR I N THE FUTURE 

IF THEIR HESITANCY IS TO BE OVERCOME - BANKERS 

HERE AWA IT SLUM-S RADIO ADDRESS WITH INTEREST 

TO LEARN WHETHER HIS ATTITUDE TOWARD FRENCH 

INVESTORS IS SUFFICIENTLY CONCILIATORY TO 

WARRANT EXPECTATION OF !HE IR ACCEPTANCE OF 

HIS REPRESENTATIONS REGARDING PENALT IES AS 

WELL AS ASSURANCES RE~lROING THE BUDGET AND 

SOC IAL LEGISLATION 

FRANC EXCHANGE 

OFFICIAL EXCHANGE CONTROLS ABROAD HAVE 

FOLLOWED TODAY AN IN AN~ OUT POLICY IN AN 

OBVIOUS ATTEMPT TO CUSH ION THE DECLINE IN THE 

FRANC- THE PARIS CORRESPONDENT OF DOW JONES & CO 

REPORTS THERE IS A RUMOR THERE THAT THE NEW 

EXCHANGE COMMITTEE CONTROLLING THE FRENCH FUNO 

HAS DEC IDED TO PERM I T A MODERATE RISE IN THE 

STERLING AHD DOLLAR RATES WH ICH WOULD MEAN A 

LOWER FRANC IN NEW YORK 
OTHER LEADING EXCHANGES ARE COMPARAT IVELY 

STEADY 

-o-
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~ADO LONDON VIEWS FRENCH SITUAT ION 

~~~ LONDON - THEY WOULD ALSO PREFER TO HAVE 

SEEN THE COMMITTEE WHI CH IS TO ADMINISTER THE 

FRENCH STAB ILI ZAT I ON FUND PLACED I N MORE 

RESPONSIBLE POSITION AS FOR EXAMPLE THE 

GOVERNORSH IP OF THE BANK OF FRANCE RATHER 

THAN A PURELY TECHNICAL ADMINI STRATION 

LONDON HOPES FOR SUCCESS OF THE NEW 

FRENCH POLICY BUT UNT IL THE FRENCH REACTIONS 

ARE MORE CLEAR AND RESPONSE TO THE NEW 

DEFENSE LOAN IS AVAILABLE LONDON IS STILL 

DUBIOUS OF THE EFFECT I VENESS OF THE PROPOSED 

MEASURES 
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FRANCS LOWER I N LONDON 

LONDON- WITH THE OFF ICI AL PAR I S CONTROL 

WITHDRAWN FROM THE EXCHANGE MARKET SPOT 

FRANCS WEAKENED SHARPLY TOUCHING 106 1-2 

FRANCS OFFERED TO THE pOUND WITH NO BUYERS -

FORWARD FRANCS ALSO WEAKENED TO 331 CENTIMES 

DISCOUNT FOR THREE MONTHS AN D 2 I \'i~ES'T Iii( FOR 

ONE MONTH 

-0-

.t;\R 5 1937 
AMSTEBQ*N ON fRENCH 

AMSTERDAM - ALTHOUGH WELCOMED AS DECIDEDLY 

SOUND THE NEW FRENCH MEASURES ARE HARDLY 

CONS IDERED HERE AS SUFFICIENT FOR RESTORING 

CONFIDENCE IN FRANCE AND BRINGING •BOUT 

REPATR I AT ION OF FRENCH CAP I TAL 

-o-
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MORGENTHAU MEETS WITH MONETARY ANQ fQRfiGN 

RELATIONS ADV ISERS - [.\,\R 5 19S7 
\ ·c'1 

WASHN- SECY MORGENTHAU MET FOR A HALF 

HOUR WITH TWO ADVISERS ON MONETARY MATTERS 

ASST SECY TAYLOR AND ARCH I E LOCHHEAD OF THE 

STAB I LIZATION FUND AND OR HERBERT FEIS ECONOMIC 

ADV ISER TO THE STATE DEPT 

NEWS REPORTS ON THE DEVELOPMENTS IN THE 

FRENCH S ITUATION WERE TAKEN TO THE CONFEREES 

DURING THEIR DISCUSSIONS 

SECY MORGENTHAU HAS INDICATED HE WILL 

MAKE NO PUBL IC ANNOUNCEMENT ON THE FRENCH 

SI TUATION- TREASURY OFFICIALS STATE THAT 

THE FRENCH METHOD OF BUYING GOLD FREELY BUT OF 

SELL ING ONLY TO CENTRAL BANKS IS A DIRECT PAREL 

-LEL WITH THE AMERICAN PRACTICE 

-o-
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FRANCS BREAK AGAIN 

NEW WEAKNESS HAS DEVELOPED IN FRANC 

EXCHANGE WITH THE SPOT RATE NOW QUOTED AT 4 53 

CENTS OFF I I' S-8 PO I NTS - STERLING IS l.iAR 5 I9IJ1 
QUOT ED AT 4 87 I 1-16 OFF I 1-16 CENT 

-o-

~\1~R 5 1937 FOREIGN EXGHANGES QUIET 

EXC ITEMENT HAS OlEO DOWN IN FOREIGN EXCHANGE 

MARKET AND RATES ARE STEADYING OUT- FOR THE PAST 

HOUR STERLING HAS BEEN QUOT ED 4 87 S-8 TO 

4 87 I 1-16 

AFTER SELL ING AS LOW AS 4 52C FRENCH 

FRANCS ARE STEADY AND QUI ET AT ABOUT 4 SSC 

THERE IS PRACTICALLY NO ACTIV ITY IN OTHER 

LEADING EUROPEANS- BELGAS CONTINUE AT 16 87 

1-2~ AND GUILDERS AT 54 74C 
• SOME IMPROVEMENT IS NOTED IN FORWARD FRANCS-

THERE IS A SID FOR A SMALL AMOUNT OF ONE MONTH 

FRANCS AT A DISCOUNT OF 6 PO I NTS UNDER THE SPOT 

RATE COMPARED WITH 9 POINTS EARLIER IN THE DAY 

AND A SMALL BID FOR THREE MONTHS AT 13 POINTS 

COMPARED WITH 14 PO INTS AND MORE EARLIER 

STERLING FUTURES ARE A SHADE FIRMER WITH 

DISCOUNT ON ONE MONTH STERL ING AT 3-8C UNDER 

SPOT AND THREE MONTHS 29-32C- EARL IER IN THE 

DAY THE DISCOUNT ON go-DAY STERLING HAD RANGED 

FROM 15-16C TO A FULL CENT 

-o-
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FRANCS WEAK IN LONDON 

LONDON - SPOT FRANCS CLOSED VERY WEAK IN THE 

LONDON MARKET - EXCHANGE BROKERS WERE STILL 

CONF USED AT THE CLOSE AND WERE QUOTING 

WIDE AND RATHER DIFFERING RATES- IN SOME 

QUARTERS FOR EXAMPLE THE CLOSING RATE WAS 

~OTED AT 107 FRANCS TO THE POUND WHILE 

OTHERS WERE QUOTED 106 S-8 

VOLUME OF DEALINGS IN THE AFTERNOON WAS 

SMALL BUT THE TOTAL TURNOVER FOR THE DAY WAS 

VERY LARGE IN THE EXCHANGE MARKET HERE 

SOME LONDON BANKERS BELI EVE THAT THE 

SPOT FRANC WILL BE ALLOWED TO DEPRECIATE TO 

112 FRANCS THE LOWER L IMIT PROVI DED BY THE 

DEVALUAT I ON LAW ON THE BASIS OF THE CURRENT 

DO LLAR STERLING RATE WHILE OTHERS HEAR A 

RUMOR THAT SUPPORT WILL BE FORTHCOMING AT 

AROUND 108 
BOTH DUTCH AND SWISS BANKERS ARE SCEPTICAL 

OF THE SUCCESS OF THE FRENCH PLAN AND A 

CONSIDERABLE FLIGHT FROM THE FRANC TOWARDS 

SWITZERLAND IS REPORTED 

UNTIL THE ANNOUN CED BROADCASTS I N FRANCE 

HAVE BEEN MADE LONDON DEALERS ARE ADOPTING 

A CAUT IOUS ATTITUDE -CLOSING THREE MONTHS 

FORWARD PARIS RATE WAS AT A DISCOUNT OF 3 

FRANCS AND ONE MONTW 7 
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GOLD TO FRANS:E 

PARIS-U P- LESS THAN 2 HOURS AFTER THE 

FRENCH CAB INET HAO RESTORED COMPLETE LIBERTY 

TtiE FIRST SHIPMENT OF GDLO. TO 
GOLO MOVEMENT 
FRANCE I N MANY WEEKS ARR I VED AT THE CENTRAL 

SANK- THE CONS I GNMENT OF I 1-2 TONS OF GOLD 

BARS C~E FROM BRUSSELS BY AIRPLANE 

Ol'" 

-o- f.IAR 5 l8l7 
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us.rch 6, 19:57 

Co.bles r1ere gl. ven to ce last night at. 9 o'clock 
by or . Livesey a t my home . 

148 

I t ol d L1v~sey tt was 1mpocs1ble for me to g1ve Ill\ answer 
t. ... cuch an important cable ns !1o . :5l6 o.nd that he should pl ease 
crble Cochran that I would not have an answer for him unt1l 
no">n , ~ .:2-turdsy . 

! t a lked t o Cochra~ at 7: 30 this morning and he sa1d 
t.hn\. :.he 

11
eo;:>le were very nE"rvoue nnd tbnt Blue' s secretary 

~~d been tn t ouch w~th Cochrr~ bccr use 9onnet had been aek1ng 
'lfh&t \'illS this cxchr~;;;e of lett.c .. s between Blue and Baldrin 
sn~ ·•·· 3luc wanted to assure cc t het. there had been no 
euch exchange of l etters; thPt he had received ~ord through 
"'· 8r1\.1Eh E!:lbaE~Y in ? ria !rom the Brit1Eh Govemcent. , but 
"htt no direct exchange of letters had t~en place . 

CochrM sal.d tl>l'.t be accepted their inter pretation of 
the etory , but believed t hat such en exchange of l etterc had 
tc.:.ten place . . I told Cochr an t hat at t his stec;e it was un·-
1.1 port~nt whet her i t had or had not, but. t hat he should wrl.tc 
me a ;>CI'son~> l l etter so i t could so int o my diary. 

Cochran ar..1<! tl::ll.t s 1r Frederick Leith Ross v:as going 
\.J :all ?n h 1Jn a t 5 o ' cl"cl~ t h1c e.ft.cr noon. 
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TREASURY DEPARTMENT 

INTSR Of'PIC& C:OOOMUNICATION 

...... llarall •• 1., 

!boo ~ ~ not .. lb&e t / U/'IIP ...,.. qu'-4 at Ule o1- lu\ 

a1Ch \ 100.311 1111., 100. :n aalcH, aff 3/3a.A.a. !bla h a pnal• 

ot a 'bo'O.t 1i/32D4.• la e:a:eaa of a ""' 71•14 \o •wlv. 

0\l.rra\ 1114 Price 41ff•"'-

J'rice of ale J'ric. plu-

194.9/l!l! pi(ftrwy;t ••Sir, •• "''"'' 

101 7/32 100 16/32 ~/32 JC/32 

101 ?/32 100 M/32 U/Q ~/32 

101 7/32 101 7/ 32 UJ/32. 
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Uarch 6, 1037 

Present : 

Amba ssador Bonnet 
lJr . Jules Henry 
ur. Lives ey 
ur. Taylor 
lJr. Lochhead 

(Note : The Ambassador spoke ln French and hls reosr&s 
w .. re int erpreted by ur.Julee K~nry, unless otherwise 
spec1f1c~llY stated.) 

Ambassador Bonnet : I talked at great length this 
morning with the Finance U1n1ster: 

HU, J r : This morning? 
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Ambassador: This morning . About an hour. The 
U1ni ster first asked the Ambassador to thank you for the 
f r i endlY way 1n which you considered the situation. 

Tnen, this is t he way be lookS at the situation. 
The f 16ures which you gave me yesterday and wnich I for-
warded are absolutelY corr ect. The idea of t he Govern-
cent's proJect is that the exchanAe be canipulated between 
l ob and 112· to tne pound 1n a better way than it bas been 
done until now. That criticise was made by the Ambassador 
yesterday morning himself. Until now, the rate of the 
pound had been limited to 105, t ha t rate being supported 
with great di ff i culty, so t hat everybody was under the 1m­
pression that the onlY taing t ne pound could do would be 
to go up between 105 and 122, eo that all the exporters 
were geep1ng their pounda or thei r dollars . What the 
French U1n1ster of Fi nance wants to do i s to try to reach 
a r ate at which the French franc woulu be stabilized be­
tween 105 and 112 - - bet ween 105 and 112 - - below 105, of 
course , but not necessarilY as tar as 112 as since you 
yourself observed yesterday t he t ranc was holding by itself 
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when the r a te reached ~.53. Froc now on the fund or 

the equali~ation , from the explanation I received from 

~inister Auriol t his morning, the franc will not be 

h~ld a t a rate which would be fixed between 4.64 and 

4.41. Tne Uinister of Finance reserves the right to 

ua~e it vary in order, if possible, to warn speculators , 

in order t o make t he speculators careful, since t he 

speculat~rs will no t ~Jw t hat t her e is a fixed r ate, 

'·r. ich , until now, was 4 .64. ur. Auriol tninlts t hat 

after some time or experience he will realize the real 

franc of t he f r anc is between 4 . 64 and 4.41, and at that 

U me he will decide upon the d efinite stabilization. 

I t is possible t ha t it might be 4. 52, like the rate or 

yes t eraay. I t is possible tnat it cay be lees . It 

mi ght perhupe be more. The events or t ne ne" few days 

will d ictate his course of action. Besides, the Ui nlster 

or Finance told me tnat t h is mJrnlng, after interventi on, 

the pound was holding around 10? and that the fund of the 

equalization was not used, so t hat t he r a te looked natural. 

Tnat. ls the first part of t he conver&ation I had t his 

.:.ornlng wi t h !Jr. Auriol and wh i ch answer s your ques tion 

of ;•usterday. 

HU,Jr: Oh, I ta~e it he has something else. This 

inf orwatlon wnich you give me Just now is very useful and 

very encourag ing. 

Acba seador: Since ur. Auri ol knew I was going to 

oee you t his morning, he has asked me to apeak to you 

about t ne loan matter, concerning which he intends to 

send me a t el egram, but this t elegram has not reached me 

yet and a s l ong ae I am here . ... . . 

do. 
HU .Jr: I hope his t elegr ams come quicker than ours 

Ambassador: As you noticed yesterday, the French 

Gover nment has decided upon ot~er measures. They give 

up t ne idea or a proJect of public works , which they had 

1n view ana which would have cost 6 ,000,000,000 france. 

As t he Government state that t he uneoployment is being 

reduced, they reel it is in~ispensable t o suppress those 

expenditures . They also dec i ded to atop any furtner 

r a ise in salaries or c1vi1 servants wnich were being asked. 

So t~ t from now on t he main burden upon the French Treasury 
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wtll be t oe loan tor t oe national defense. In order 
tJ ca~e t hat loan a success, the French Governcent has 
decided t o take t he sace step as Ur Caillaux dld 1n 
1925 -- a loan with guarantee of exchange, which ceans 
that whatever the fluctuations of the franc are, the 
subscribers will be sure to r eceive a lways the same in­
t erest . I sup~oee , for instance, t hat the interest i s 
4 francs and I suppose t nat t he franc loses lOa% of its 
value, which I refuse to contemplate; in ratio or the 
pound to the dollar , the s~bscrlber would receive 8 francs 
instead of 4. 

out . 

HU,Jr: Excuse ce. 

Dr. Livesey: Tnese are assucptione which he seta 

ur. Taylor: It would be t he equivalent or 8 trance. 

The Ambassador: The Ambassador has not fini shed. 
He is going to explain t hat to you. 

RU.Jr: I am sorry. 

Anbassador: It was a supposition on his part that 
toe Governcent was giving a guarantee of exchange 

Hll,Jr: On that basis , I think I would ~ant to sub­
scribe too! 

Ambassador: The best example, in the Ambassador's 
opinion , is to take the exampl e or a loan which exists , 
and which I Anow very well because I was in llr. Caillaux• 
cabinet when it was issued. I refer to the loan of ~-1925. 
When t ha t loan was issued, t he rate of t he pound was 95 
francs, but in t he contract we provided that i f the pound 
happened to rise, t he r a te of interest would also rise 1n 
proport i on to the pound. Uyself I have so~e of that loan 
some bonds . If tom~rrow, let us suppose, the pound would 
be worth twice 95 francs, that is to esy 170 francs, I would 
receive twice t he interest I would receive -- an lntereet 
equal to twice the value of t he one I receive today. In 
~hat way I am guaranteed agalnst anythi ng that would happen 
to t ne nat ional currency of France. Tha~ is what exists 
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~oday in t he l oan or 1925 and many Frencn people possess 
so~e b~nds of t hat loan and are very satisfied. 

Hl.l ,Jr: lrcat <1oes that bond sell at. t.oda,y'i 

AObassador: 96 francs. But it would be worth 
ouch cor e if due to unforeseen circumstances dating back 
to Ur . Lavsl'a cabinet it had not been decided t hat. t hat 
loan would be the only one that would be reg istered and 
as the French people prefer bearer' s bonds , because I am 
sJrry to recognize that it 1s for t hem t he only way to 
esoa~e t ne incowe tax. 

HU,Jr: I Know what t hat is. 
trouble her e . 

Acbassador: T.~ t loan, consequently , has gone down. 
Under Laval's cabinet the bond has gone down 15 points , 
because it wae wort h 110 francs . It came down to 95 . 
And since ur. Auriol is Uinister of Finance it has not 
gone down furt-her , contrary to a l l the o t hers. It is 
a loan of that character that t he French Government boday 
i s ready t o issue. 

I do not know exactly what t he conditions of the 
interest will be. Per haps t hey are no t fixed yet. But 
wha t I know is tha~ it will be t he sace forcula and t hat 
~ne subscriber t o t he loan will be abl e to be paid at the 
r &.t.e of the franc on t.be da.Y of t.he subscription ln such 
a canner t hat even if tbe franc were subject to further 
de~rec1at.ion the bolder would bave his interest -- t he 
saoe interest -- and his buying power would be t he same . 
Such a l oan will be open only to French subscribers and 
we a r e not asKing for any foreign subscriptions . 

And what t he French F.inance Ulnist.er would wish to 
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be able to be in position to say is t hat when ~bat loan 
has been issued, t he coupons will be paid in all the banks , 
f~re1gn as well aa French, and, ln par~icul6r, 1n Aceric•n 
and English hanks. It is not a new t h ing.81nce I see 
personally, s ince I nave been Ambassador here to Washington, 
I nave soce French bonds I give my coupons to an Amer­
ican bank tor cy account and t hey do i~ w1tbout. any diffi­
culty. 

I am going ~o explaln to you for wha~ reasons 
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1.:r. Auriol a~tachee so~e especial in~eres~ ~o that. I~ 
is because he ~nin.ts ~na~ ~he French people who w111 sub­
scribe per ha ps are or ~he conviction t hat some day the 
Fl"dnch Government might modlty t he law and might suppress 
tna~ ~uar• ntee of exchange . Such a fear is not founded 
s ince for •he loan or 1925 , issued by Ur . Caillaux and 
QYcelf, for t ne last 12 years never it has been touched, 
n,vt r tne guar antee of exchange has been modified. That 
would be guaranteed. That would be fixed . But I think 
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•u· t Ur . Auriol thin~e tha~ if he te l ls t he French people 
'Y~u will oe able to receive the ooupone of that ner l oan 
n~t or.l.y 1n ~ne French banAs , out e\•en crossing the Channel, 
and 0o •o a banA in LOndon, I give you a supplementary 
0 u ran~ee tQht never t ne guarantee of exchange will be 
-oditied'. 

:w. Auriol has t hen asked me again to asA you t he 
quest i on whetner ·you s ee any obJeotion to the proposed 
nnn~uncc1len 1. on t n i s bond, since t he pr actice exists al­
r eady . 

HL!,Jr : Uy ca ble came through a little bit quicker 
t han ~he Ambassador's, so I know something aoout what t he 
~ab~seador ls talking about . The pr oposal possib lY has 
been changed since I r eceived i t. The quest i on ae it was 
proposed to ce was'How would we reel if the French Govern­
~ent would designate a New Yor A banA ae ag~nt to pay t hese 
couppne?' Now since that proposal was put to ce, they 
have changed. 

Acbaeeador: !lo . The proposal aae not been pre­
sente~ to ce exactlY like tnat t nie cor ning, but 1n t he 
telepnonic conversa tion you eoceticee cannot understand. 
Eviden~lY tne ract tna~ a banA will be des i snated as agent 
would be because at the pr esent cocent when a French holder 
receives paycent of his coupon by an American bank he has 
cons iderable expenses to pay , while , it I understand, what 
tne French Government would be able to ob~ain is that by 
tnij des i gnation of a banA -- an agent banA -- t he latter 
would be abl e to pay t he French coupon exactlY l i ke a 
French banA, without any expenses. But I say t his, it is 
not because Uin i s t er Auriol told me , but Just what you, 
Ur. Secretary, said. 

}U.!,Jr: This 1925 loan the Ambassador talked about, 
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in t hat loan have they designated an American bank to 

pay? 

Ambassador: He does not know . 

!Jr . Heney ( epealtins for himeelt) : I do not know 

~self , but aany times I have heard t he French attache 

here mention t he f ac t ths t Uoroan was designated agent. 
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HU,J r: Uay I a sk you a question. From your previ­

ous experience, how important woulc it be, do you t hink, 

~~ ~be success of t nis loan t hat you would have to desig­

na t e an Aoeric~n agent a s payee. Tne alternative would 

be t ha t you s ay it would be paid in france , pounds or 

dol.ars , but t h e collars would be paid on pr esentation 

a t tne B~tn.t of France. Ho¥1 important 18 it 1 

Ambassador: For me t he 1cportan t fact woul d be that 

i f a ban.t ip France or even for the Ban~ of France, t he 

French Goverru:~ent can always chanse t he guarantees that 

are g iven, while when t he Government says tha t it will be 

... a ld in Aaeri a n ban.t the subscriber t h inks t hat the French 

G~vernc~nt cJuld n~t t ouch , codif y , anything that can be 

done by an American bank. 

The eecond point upon wh ich ur. Auriol is insis t ent 

i s (and he t hin.te you will be grateful for t hat) i s that 

ln a oer iod which is very difficult, if he received a 

ver bai answer from you to his request it would be another 

uoral a nd friendly encouragement. 

HU ,JT: This question that has been rai9ed, I don ' t 

want to even say •proposal", cace 1n so late last night 

that we haven 't had time to study it, but we are giving 

i t the c ost friendly consideration. I will need several 

hJurs . And I understand t hat the same proposal has been 

put up to the Br i t i sh. 

Ambassador: I t h ink so, t he Ambassador says. 

HU ,Jr: And I am not sure what their answer is. But 

poss i bly with in the next coUPle or hours the Ambassador 

will have his cable . 

Ambassador: (Speaking in English) I hope . 
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HU,Jr : I will have to give one hour this morning 
to my own refunding ot$500, 000, 000 t or Uonday . And I 
nbVe told them that I will devote one hour this morning. 
so i1' you would do this , L!r. Ambassador, if you get your 
c~ble , t elephone ur . Taylor t hat it has come in . You 
see? 

Ambassador (speaking in Engli sn) All right. 
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HU.Jr: Because it will t ake time. In t he meantime , 
I am having this proposal studied very carefullY and we will 
ive it tfie most friendlY conaideration . 

Ambassador: That the spirit 1n whi ch t he French loan 
1s being leeued corresponds t o American pol icy. It is to 
atop , to t ry to atop, through the guarant ee of exchange to 
let French capital go out of France and then to bring back, 
lf possi ble, soce of t hose t hat have gone out . 

mJ ,Jr: Well, I want to t ell the Ambassador -- most 
likelY I don 't even have to mention-- t hat I was very low 
yesterday on t hi e situation, but ! f eel much better today . 
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The group remained af~er the French Ambassador had 
d•,r.rted, and the Secretary sent for George Harrison and 
t!l' . Ol1.)hant to Join the conference . 

H!! , J r : Whet I \vant to tell you gentlemen is t h16 : 
thcr~ Is nothing new from the Ambasoador. I t has t aken 
t io 55 minutes t o tell me what r•ae in Cochran ' s ca'!lle. 
:t is ~xactly 53 minut es -- I don ' t wan t to exagger ate. 
~~d i~ too~ him 53 otnutee t o tell.me what was i n that 
c ble . 

As I told the Fren~~ . I have got to go from ll to 
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1 > .m our .lrn refunding . The ar i tish are comi ng L'l, in 
!~ve minutes, ~ith another cable . After 12 o'clock I 
woul' li:e to meet with you people and decide what we 
want to t ell the French about thie idea of their ge t ting 
Jut n three-way coupon and whether we want t o raise any 
objection about t heir appoint i ng an American Bank as agent 
tJ onsh thic t hing or whether we take the suggestion that 
you (Oeorge Hltrrison) threw out that simply let it be 
paid in Fr~>nce by the French. Would you (George Harr ison) 
ae..: yJur office - - the 1925 loan which he said was pr ac-
ti nlly the same aa this , you c~n have your office check 
to find out what the condition 1c . 

~. P.arriaon: I am having them check up to find 
out ta t nil their loens are . 

fU
1
Jr: I asked him, Would you mind telling oe ~hat 

irnport8nce , who stress do you lay on hAving an American 
bcnk deai~n~ted ~~ payee. To the French Aobassador it 
it very important ' because it ~e oent1on an Ameri can bank 
t nP t you can present year coupon to , t hat means to the 
~rench inves tor that the American bank guarantees t o be 
pai d in dollars '. 

Ur . T&lor: He didn ' t cay t.hl\ t . 

~! , Jr : Tbnt ' s the inter pr etation I put on it. - - that 
1!' an AmPrican bank guarantees it 

~r . Olipnant: Of course , he ' s wrong. The l egal 
rights to a hOlder are Just the 6 oe 1n any countr y and 
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the rishts or the French aovernmPnt aa a sovereign are 
th~ aaue in any country , but it does give an indi cation 
of better security t o an invest or. 

!-!lt. J r : I sugges t ed the coupon be pai d by t he Bank 
of Frnnce . He s"iJ , ' No . Tile French 1nve&t or would 
not have the same confidence , but i f some Alr.erican bank 
rere neaed be would feel that the rulee could not be 
chpnged. ! ac bringing out -- maybe I overstated i t 

158 

~ l•ttle bit , but I want t o give this yer y careful con-
&i' r•t i on . Will you have something for oe by 12 o' clock. 

!:r . 011">hant: ! have sot:~eth1ng for you r ight &i nce . 
Sine a quarter ot nlne , I heve been d i scussing this wit h 
tne Solicitor ' s Office &ince the responsibility 1s on the 
Dc~•rtoent ot Justice , Rnd t he Department o f J ustice is 
a reed upon r.hat the i r f orDula . i s . 

H!! ,Jr: What 1 B that 1 

ltr . Ol1;>hent : That while the designa tion o:r such 
E'n •sent nnd 1 ts act of t her eafter po.y i n£ t.he coupon might 
nJ• \:e a Yiole tio~ of tho J ohnDon Act, never theles s the 
sal e of the bonds t o Amer ican& \TOUld be a viol a tion of 
tho la~ nnd no of f i cer of the oovernment can undertake 
to appr ove an!' oeasures calculated to encow·age such salos . 

l!:!,Jr : \Yell , t hen the answer 16 no. 

~r . Ol!?hant : Right . I think that is as f ar as 
t·.e ::>c,){ rtccnt of Just!.ce would be w1111ng to go . 

:.:r. P.arr1son : Just for 1lluatrat i on suppose 1t 
~as ~ coupon j us t payabl e 1n ? r-rio 1n dol lar s . ~here 
trould be no pr ovis i on against my buyi ng a bond in Pari s 
or Gitting her e I coul d ordor i t purch~eed i n PAris. 

Ur . Oliphant: Then you get 1nto soce pretty d1ff1-
cult. quest i ons . 

Hg . J r: Of course , t he President nt Cabinet gave 
e~pl1o1t or ders that the Depar t men t of J ustice give no 
ruli ng& on that - - but don't tell hi m that; he can g1ve 
ua a rulir~. But the President gave very definite orders 
t hct the Attorney Gener al should g ive no rulings on t hi s , 
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Ur . Oltohr~t : He meant to out side banks . 

tru , J l' : •:Then you t a l k to the Solioi tor 1 a of f1ce , 
dJ ~·ou .,~M St!lnley Reed? 

Hr . Oliphant: No . Boll, the As sistant Sol1o1tor 
1•ho h• no.les t h i s sort ;>! t hing . 

!'!: , Jr : Yfh!!t. I r.ould like to do -- t:al l e t 1S co::~ing 
~n wi t h n mcosnge ~roc Chamberlain . .... 

t.:.· . Oliphant. : 
enC\ r.;• sten::e:r= ,lher 
r~t .y to rerd it . 

T~t. ro~ula bee been asreed upon 
took ~t d~r.n ana she ls out here and 

Hl! . Jr : No . W'nnt I nrn tryl.ng to do 1c to find 
o-.1t when the President car. &.::e m .. , but ;.hat I f!Ould like 
t:> do 16 take t his thing and I woul d like you f ellows to 
bO 1nt.o '.'layne Taylor's office and chew it over and see 
tf you Rrc in agreement . 

:ir. Ol iphant: You mean on the rormul' from the 
S:>ticitor'& office? 

\!!",Jr: Yes . 

~r . Ollp~t : Well, I POuld not undertake t o r e­
vis~ t<1e Solicitor's op~nion . I w:>uld no t accept respon­
s ibility for revi sing h1s oplni:>n . 

'C.! s~ · \'tell then , here u rthat. t.e wil l have to 
tell t.beib · ' they can ' t have a cou,p:>n pay&ble here . 

Ur. Ol1phsnt : That ' e the way our di scussion &tPnds 
an. as soon a s this 1s ty,led , ur. Bel l would want to s o 
~ack to t ho Depart ment of Juetioe to chock it . 

!!l.l . Jr: Cnn I have a olean- cut stntement by 12 o ' clock? 

Ill'. Ollph&nt : Yes . 

The secretary t hen spoke to ur. ~ointyre and said he 
w~ul~ llke to &ee th~ Pr esident bet.wcon n~w and 12 o' cl ock, 
but. th!\1. Y.ns impossible although the President would &peak 
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£>ea7. t~ biD on the phone a t any ttme . Ucintyre a 1eo 
t.~ ld t he SecretPry tha t he was expected at one o 1 c l ock 
~Jr lunch with the ? resident an~ the s lx Gover nors who 
,rc her~ re~r~aent1ns the llayors• Uneoplo,nent Comcittee. 

Ur. Oliphant: Our r elPtiJn in this picture 18 
t hat you are a sking the Attorney General for h i s advice 
as t o how you cnn respond to th18 inquiry or is the Sec­
!'etary Of State asking that . Vl"rcy not say you are asking 
him informally . 

HU,Jr: I am aski ng him infor mal ly to advise me. 
T:1e ':'reatury is the only Depart:Jent thnt can a sk the 
~tt.orney Gen• r a l t or advice 1nforu&lly; except t he ?resi­
d.nt , I am the only one who has the right to go t o the 
~ttorney Oen~ral direct . 

(Refer ring to news tic<er: 

Look at this : "U. P. 10: 29 a . m. Paris . Fr8"Ch 
pol1 tica l circl es reported todey t hat an 
agr eoraf' nt haC. been :-orohod under which 
Aaorica n banks may inves t in thP forth­
coming French cefenee l ocn with~ut infring­
ing the J ohnsen Act. 

The report. a , n:~ t .Jft' icially con­
firoed , said the a~;recc•·n;. was in the tor= 
Jt' an understanding between HeDrJ uorsenthAu, 
J r., Secr etary o~ the Tre3eury , and Premi er 
Leon Blue ' s Governoent .• 

The nice t h ing about the French 1&, they never watt 
for your ttnswer . They are swoot people . 

llr . HArrison: It' s their imagination wh ich has 
mcde 6uch progreso in Art. 
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W)dl.e the Trea&\ll":i' cannot, of cource, cxpross 

citt-.cr its approval or dbap JrOvnl of the 

pro;..osal of the t'rencb Govornaont to issue a 

loan payable in e1 tiler trnncs, pound IS or 

dollars at tbe option of the holder , nev1'r­

tbeleso, in response to your specific inquirY, 

and, in rlew of American legi slation , it 

does enrlsage objections to the opnointmcnt 

of an agent in »ew York for t hO porpose 

of making such payments 1n doU&rs. M eMf rd. 

SecretarY J.lor genthsu approcill.tes thO cooperative 

attitude of w,nister Auriol in informing hia of 

the details of the financial pr~aa of tbe 

French Government , and hcpoB tbnt tbe new 

loan '1\'ill be a great sucoeas . 

Typed S/61 57 

lSl 
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L!r . !!:.llet 
!!r. Taylor 
ur. Lochhead 
or . Livesey 

uarcb 6, 1937 

10: 35 a . m. 

Their t elegrau is not a s- punctual as 
(Copy is att.Pched.) 
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Ur. :~nllet : 

t.:.~:· ·· :>ret.o ld. 
~~ .Jr: ~nile I ac r eading this , I thought y:>u might 

u·~e to lmow what. the French say on this : 

"17ashn - :.o~r1c..n CO);>crations insofar 
ns it. !.s possible ~.1th French aonete.I"Y 
moves ov~r the wee~ end was indicated t:>­
dny when Secy Uor~ent.hau confer red at 
l ength "o:it.h the French A!C'ba.ssndor Geor.;ee 
B:>nnct and with George L Harrison president 
of the New York r eder al Reserve BPnk . 

At ~he conclusion of the confer ence 
t he French ;.oba.ecador who was acc:>cpanied 
by an unident ified member of t he French 
embassy staff said there was nothing he 
could say about the conference . 

FollowL~ the departure of the ;.obas­
endor s ecy ~orbenthel continued in confer­
ence with ur ~arr1son ~nd Treasury officials . • 

HU,Jr: ~ell, this is what I said . 
is from the cnancellor? 

I t.a.te 1t. t h1B 

Ur . t!sllet : It tc/~e it, actual lY it 1S pr obably 
Sir Wnrren FiSher, 'becr.use I read in the pa;>er thRt the 
Chancellor made a speech last n1gnt at Edinburgh . 

HU. Jr: r eading: 
"Plens e inform !.lr . Uor .:enthau that we 

shell give const pnt attent ion to pound­
dollar fluctuationo to- daY keep1DS a~ket 
in order and ~lat~en1ng out any excessive 
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Please inform Nr. Morgenthau that we shall 

give constant attention to pound- dollar fluctuations 

to-day keeping market in order and flat t ening out any 

excessive movements in accordAnce with our approved 

practice, At t he moment this message leaves market 

in dollars appears fairly quiet ; franc market naturally 

jumpy but Bank of France appears to be giving some 

small support. 

We agree t hat franc exchange rates must 

depend on what 1s done 1n Paris. 

We think it is too early to form any confident 

opinion as to effects of f ranc disturbance on pound-

dollar rate. Trend was adverse to pound yesterday and 

as Mr. Morgenthau will have learned this mor ning we 

supported pound to amount of roughly 25 mill i on dollars. 

VIe have no settled plan for Monday other t han to 

continue our usual policy and we find it difficult to 

forecas t what trend of market will then be. Bank of 

England will communicate to Federal Reserve Bank this 

afternoon any impressions t hey form as r esult of to- day ' s 

busines s. 
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MORGENTHAU CONFERS WITH BONNET AND - -HARRISON 

WASHN- AMERICAN COOPERATIONS I NSOFAR 

I.IAR 6 1937 
164 

AS IT IS POSS IBLE WITH FRENCH MONETARY MOVES 

OVER THE WEEK END WAS INDICATED TODAY WHEN 

SECY MORGENTHAU CONFERRED AT LENGTH WITH THE 

FRENCH AMBASS ADOR GEORGES BONNET AND WITH 

GEO RGE L HARRISON PRESIDENT OF THE NEW 

YORK FEDERAL RESERVE BANK 

AT THE CONCLUS I ON OF THE CONFERENCE THE 

FRENCH AMBASSADOR WHO WAS ACCOMPANIED BY AN 

UNIDENTIFIED MEMBER OF THE FRENCH EMBASSY 

STAFF SAID THERE WAS NOTHING HE COULD SAY 

ABOUT THE CONFERENCE 

FOLLOWING THE DEPARTURE OF THE AMBASS A­

DOR SECY MORGENTHAU CONTINUED IN CONFERENCE 

WITH MR HAR RI SON AND TREASURY OFFICIALS 

-o-
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"movecents 1n I'Ccor danoe with our ap-
~roved practice At t ho oooent t his 
ceoaa~e 1e11vea . . 

~· . Jr : ~en did the neesa~e coce? 

::r. ::t 11< t. : The cessage waa dated 12 : ~0 and t hey 
oul~ ha ve to a llow tice for deciphering. 

Hl: , Jr: lioon todi\,Y? 

t!r . L!nllet : Oh , noon t odcy? 
~ ust ~bout noon. 

~;. ·r: (reauml~ re~~1ng) 

Yes , I should say 

'At t~e cocent t - is c e~Pge leaves 
cor~et. ln ~ollFrs Pp)earo f airly 
quie t ; frPnc cP~ket naturally Jumpy 
but B:mk of Fre. ncP ap;e an to be giv­
ing OOile scall support. 

11 \'l e agr ee the t franc exchange r ates 
muet depend on l'lhat J.o done ln ?crio." 

H- .Jr: Check on t hnt ! 

(resuming r ending) 

"lfe t.~ inlt lt 1S t.::> o eer!y t :> ro~ any 
confident :)?1r.lon as to ~ffeots of 
fr11nc disturbance on _><>und-dollar 
rate. Trend ;-;ns adverse to the pound 
yeatcrdf\Y and as :.a· . IJor genthau \7ill 
have lenrned •t h16 rnorn1ng we su;>ported 
pound t o v.mount of rouet.hlY 25 million 
doll~rs . We have no OP t t.led plan for 
Uonday other t han t o continue our usu­
al policy and we flnd lt. rt1ff1cult to 
forecas t wha t trend of carket wlll be 
then. Bank of ~n~!Pnd will coCLuni­
cate to Federal Reserve Bank thls after­
noon any 1cpress1on& they form as result 
of toiry ' s business.• 

llr . Lochhend; They wlll telephone . 
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HU,Jr: The thlng we ~re 1n rlght now and have been --
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I 11m oort of d16apo 1nted you did not have sooet hl.ng f or 
me. 

say 
i nc: 

t!r . !!Ill let : I am very sorry. 

HtL...lr_: I don ' t think you know what I am going to 
nna-tnCt is that the French put up to us the follow­
proposal . They have ~ut up this quest i on to us : 

•would t4e United St11 teo euthorities 
have any obJ eot1on 1f the French 
Government named some bank or firm 
1n !lew York, such ae J. ? . !.!organ and 
Company , to act as the agent in t he 
United States for the purpose of pay­
ing coupons ':lf the proposed loan 1n 
cases where pf1Ym&nt is requested in 
dollar s? 

!.!r. l!allet : The French Government7 

Hl.t ,Jr: Yes . That thoy are proposing on !.londay t o 
is sue a 10- yeer 4t% bond, the coupon, a t t he option of the 
holder s , payable in francs , pounds or dollars . And they 
want to know how we feel about their designat ing Bn Amer­
Lcan ba~~ as an agent . 

!~. Lochhead: An American bank 1n New Yor k. 

HU,Jr: An American bank l.n !lew York 86 their agent 
Pn up t ':l now we hgve given t hee no ans~er. Now the in­
f er ence , 1n fact they very much say so 

Llr. H"-llet.: To name an American bank7 

Dr . Livesey: As their agent to cash coupons. 

HM .Jr: Just on interest. 

Ur. Tgrlor: Principal too. 

166 

~: This is approximately whAt they aPs - - t hat 
they have-ta(en thls oatter up with the British authorities 
8& to 1.18king similar arranget:.ent e in London and t hllt the 
Briti sh replied that 1f it was a £hort tero operation they 
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w~uld h~ve no obj ection , but that the British were not 
Y~ill ing to approve such an arrangement for t en years unless 
wo give n similar ruling. 

!.lr . Uall e t : \'las thPt Yli t h t he Bank of England or 
v·h t? 

HJ! ,Jr: :n our case they were t alki ng about a.:>;=oint-
1116 J . P. uort;sn end ::oopany ao t heir agent . No-:: frankly 
it ·~e in too l nte last nl£ht to do our hooework on t hi s • 

r.d , re I LOY, I told t hem t hat I h~ve to devote 11 - 12 
?n ho~ we are going to decide how ne ~ill ref inance 
~oo , ooo ,ooo on Uonday . I have to devote on hour to that. 

!t is 1··ort hy ;:,f that. I can ' t give t hem an ans .. er until 
aft~r n;:,on, but I think if you could get off a rush cable 
Pnd ask them -- I cean , t his ls what t he Fr ench are telling 
me that you are supposed t o have sai d . 

!11'. Uallet : All t his otor y OOL1e& to you through t he 
Tret>.oury·r 

Hll.Jr: No . Thi s s tory comes from t he Aoerican rep­
r caentetive ln Parts as told to h i m by the French Treasury . 

~!r . !.:P.llet : I see . You have nothing f r om London on 
thet• 

HJ.I , Jr: t!o . I bave nothing. 

t:r . Ullllet: \'/ell, o f cour£e , I will send anythl.ng. 

Ht!,Jr: \'alt a c1nute . 

Ur. !1allet : I t will be easy 1! you will gtve me n 
r.'e es~~Se on that . 

l!L! .Jr: Th1S 1s r r om Butter wort h in London -- t h is 
t hing m~vee oo fset I had for got ten I had t h is message . 
(CIIble 120 f r om Butterworth , attached her eto.) 

No use sending any message. Now her e come~ anot her 
one . Ulght as well reed 1t . Don 't know whet 1t says . 
' (CPble 122 from But terworth, copy attached . ) 

•waleY asked , dur tns t he course o~ a 
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a• Ulo 6rlUall Troa•rJ ,._, tM llrUtall Troa••J, ataea 
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\be polll-111\)' of \ DAI 1111l I aeaU-- la _, )'II\II'M)''I 

•••..,. (laet ~apia) oa wlllU \Ill la\ll'el\ wOIIld M 

p aJI-11 la •oUal'e, etii'U., II' fnMe, u tll1 t7 .. 

•l•al•t of eUMI' ltu1U, Ol' dollal'e. Ill' ~--1111 

tdd tllat '" qa11U•• Wll'l l'&hM \1111'.-,1 rll'n, 

wl&etllll' la III'M1a 11-.taM&I \lie 11'1\lu _._ll'l\&11 

WOII).d 1111)1 \ o aMI \ba llUUIC ll'f&li.Ull ~ .... llle Ia a 

... 1a , ...... UYIJ ·-~. ·-·- u ... "'" ·~ 
\1 fill\ ...... 1-. -...... ,. 1111 ........ la , .. 

.... u .. l. • ... ,. ,... ...,.al ••11 llallll'lll 1a .... 

,. ..... Mta li&J'8M ·- OQ Ql - Ill .. If pl',.atUlll, 

Ud \lad U woald fMUlta\1 flftip ........ eplllllaU .. 

la a _., 1a.. ~..... le -u..- ,._, '' II&YI .... 
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PARJ.PHRJ.SJ: OF TELEORA).! REOZIVED 

J'RO!II : .AIIerican Ellbauy , London, J:ng1a.n4 

DATE; Karch 6, 1937 , 1 p.m. 

NO .: 123 

FROK BUTTERWORTH. 

FOR TREASURY. 

Waley asked, during the course o! a telephone con­

versation, whether Washington had sant word as to 

(l) Whether or not the French ~thorities had 

approached Washington in the matter of the loan diecuesed 

in the telegram of Karch 5. 

( 2) I f so, what reply had been givan by Washington 

to the rrenoh request to ber per mitted t o have a paying 

agent in the United States and quotations on the American 

exchange. 

' 

~aley it s eemed wae rather more surprised than pleased 

that France apparently had gone ahead. He indicated that 

t his after noon he had an aPPointllent to s ee the Acting 

Financial Attache of t he French Eabassy. 

Specific request wae not made by Waley, but it wa• 

obviou• that before he hae the a f ore-menti oned interview 

he would very much appreciate recei v ing an answer to the 

above questions. 

BmCIWI. 

U:Lft 
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•telephone conversa~ 1on , whether 
Wasnl..ngt on had sent word ae to 

(l) Whet her or not the French 
authorities hcd appr oached Wash­
ington 1n the matter o! the loan 
diecuseed in the telegram of 
t:ru-ch 5 . 

(2) If so, what r eplY had been 
given by washl..ngton to the French 
r equest to be permitted t o have a 
p~·l..ng agent 1n t he Uni ted States 
and quotations on the Aoerican 
exchange . 

~~ .Jr : ·~uotatlons on t he American exchange ' - - t hat's 
an r. )r:e . 

~-t:: , Jr : (resuml..ng reading) 

"Wq!.e,· it seen~t wae rrther more 
sur pr ised than pleased t hPt Fr ence 
apparently .had gone a el\<l.. He in­
dicate~ that th1& af t er noon he had 
en appointmen t to see the Acting 
Fin~~cial Atta che of the French Em­
baacy . 

• s pecific reques t was no t Ql\de by 
craley , but 1t was obvious that. be­
for e he has t be afore-mentioned 
interv iew he r.oul~ \'t:ry cuch appre­
c i ate receiving an ana~ r to the 
above questions .• 

HU,Jr: You are en courP~t now. ~hie ie what your 
,>eo;>le ar e "·orrying about . we have no such answer yet, 
bec•.uee ,.,e hi\Ve not r.ode up our O\lfn mind . Continuing our 
~olicy of keeping you J..nfor med of what we do or don' t do , 
as ooon P a ''e make up our mind I \?ill nok you t o come down 
~n~ ltt :rou know . And I think t hat ' s that ! 

t.:r- . :..allet : \Vould you l1ke me Just to telgX'aph thU1 

!':.!,Jr: Yea . 
ur. ~~llet: Unless you a re telegrqphing to Butterworth. 
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HU~Jr : You !~ it, and I may t elephone But t erworth 
juct t o Hp h1m i nfor 1oed. I t h i nk I v.ill phone But t er ­
worth , J ust so he does not get r ootless . 

I could not hel p but b e amused t hat every 
dc&pntch froc London bl ames you for making t he French 
de \·c lue . 

Ur . !.!nllet : I have not read t he trew York Tl.c es . 

!lJ: ,Jr: (r e::td1ng headl l.nes) 
G~ld . British ?res;ure 1s Seen . • 
'- ~•tached her et o . ) 

•France EndsCurb on 
(Copy of t h1e erti~le 

If you do s end a ccssage you o1cht add t hat I ao 
lcJs worried today t han I wa s yect er day . I am not say1ns 
I Bl' cheer ful , but yesterday I V'BS pretty hopel ess about 
.t . And it we bad not had t he TripPr t ite Agr eement we 
1vould ncvt: r hnve got ten t hr ough t he day . But v-e h:J.! our 
nnchincr y o.nd t he machinery f:~rked beautifullY . \Vor ked 
berut L"'ully ! 

After :'.r. l k t l ef t , the Secrct ery tel ephoned t = th.o 
s~c:rt~t•· ry of State and t he f ollowing 1e a r ecor d of their 
c'n\·~rcnti<m: 

113 
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Cordell 
aull: 

B.U.Jr: 

!!: 

!l . !! .Jr : 

r : 

B.li. Jr: 

R: 

R.l.l . Jr : 

!!: 

R. !I.J r : 

8 : 

::' . t.: .Jr : 

R: 

B.'·. Jr: 

H: 

H. li . JrL 

H: 

H. 'J.Jr : 

H: 

Hello 

Hello . 

Cordell . 

\'/hat ' s going on? 

March 6, 1937. 
11:03 a .m. 

Well I -Livesey Just left here and he's been 
with me for two hours, see? 

'lho was this? 

Livesey. 

Oh yes Livesey. 

So he ' s got al l t he details . 

Yes . 

But I wanted to tel l you personally before I 
make any decision •••••.• 

Yes . 

•••. on the - of what the French are asking I•m 
going to call you up and get your advice . 

174 

Yes, the French are making certain requests, are 
they? 

They•re making definite request of us. 

Yes. 
And Livesey bas been here~r an hour and a half; 
he ' s got it all at his fingertips. 

Yes. 
And I'd appreciate it if between now and 12 you 
could talk to him •• • ••• 

All right I'll make it a point to. 
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P/ '.J.r : 

1! : 

a. . Jr : 

H: 

H. ' .J r : 

'1 : 

ll .'1.J r : 

!1 : 

I' .'! . J r : 

- U.Jr : 

Bill : 

' • . J r : 

~ . ' ' .Jr : 

F . ~~. Jr : 

~ = 

- 2 -

•••. and then around 12 o ' clock - will you be 
in from 12 to 12 :30 . 

Yes - yes . 

By that time our l awyers will have gone over 
t his thi~~ and l 1d like very much to call you 
up . 

All right - I don ' t suppo - do you think Feis 
could be of any use • 

.. ell Feis i s up at Harvard . 

I know bet s up there; we coulc t alk with him. 

No, this has gotten do'm to an interpretation 
of the Johnson Act . 

Oh yes I see. 

And its not economics that he does . 

Oh yes well that ' s all right . 

Its horsesense . 

Yes, all right . 

llo, but ••.•• 

Do you think I shoulc! cull in my lawyers on it? 

I think it ~~ulG be helpful . 

they can - they have to 
you know . 

back yonder 

1.15 

We put it up to the Solicitor over at the Attorney 
General. 

~/ell I guess that 1 s the place to put 1t up. 

W~ll we' ve already done it and he ' s given us an 
informal opinion and they' re typing it now. 

Oh I see. 
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n. :rr : 

a: 
·:.Y Jr: 

!! : 

'' · LJr: 

!!: 

fl , ¥ •. rr : 

- 3 - • 

Yes , the Solicitor to the Attorney General i s 
r iving us this formal opinion . 

Yes, all r i ght then Henry I ' ll - I 'll be glad . 

But that •s where we 've gone . 

Yes . 

176 

f~d I might say that the opinion is unfavorable . 

Yes 
1 

I see . Wel l I thank you very much . 

Thtmlc you sir . 
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lJc. eynol d s : 

R. l.I . Jr : 

J.:cH: 

U. " .J1• : 

tc : 

c : 

r . •1. Jr : 

'cR: 

llcR: 

H." .J r : 

f' . Tr . Jr: 

'c h : 

R. 'J . Jr : 

'feB: 

!larch 6, 1937 . 
10: 50 a . m. 

Good morning Secretary . 

Hello Mac . 

Yes . 

. ' ., 

180 

Get this . Last night Dr . Par - ah - Mayor 
LaGuardia called me and it seems not only have 
we lost our correspondence but be ' s lost his his . 

Yes. 

~.e gave him authorization of use of that island 
down there in .;ew York bay - bello 

Yes .· 

I promised him that I would have on his desk 
Monday morninG an :..uthorization si gned by me 
so that he could have that island because he ' s 
got to go before his Board to get i ts approval. 

All right . 

I - ah - lliss Switzer knows about it and 
Dr . Parran knovts about it but I •ve given him 
my word it would be on his desk Monday morning . 
Now you see that •• • •.••• 

I ' ll see that it i s- I •ll be respon ••••••• 

If necessary I •ll sign another letter but he 
says that he ' s lost my letter and it seems 
that we've lost ours down here. 

I have' 1'!1een anybody •.•••..• 

\'/el l. . . Parr an knows all about it. 

You - you - you know that you did sign it. 

I know I signed i t . 

Oh,ell (laughs~ since our people couldn' t 
find it and he couldn' t find it I thought maybe 
be didn' t . . .. . .. . 
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g,v.Jr: 

lie!- : 

r. .!J.Jr : 

''ell : 

!!. U. Jr: 

!l . " . Jr: 

I I 

181 
- 2 -

And I ' d almost swear that you brought 1 t in 
yourself . 

I don't remember ever having seen it . 

Well 1f you can' t find it for God ' s sakes write 
another one . 

We ' ll see that there' ::; one- I •ve had everything 
turned upsidedown this morning • •••• 

All right I promised him to have it. 

••••• and I •ll see that you have one . 

O.K. 
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1.22 . 

~thTING ON YARCH FINANCING March 6, 19J7. 
11:00 A.W. 

Present : 

H. li.Jr: 

Harrison: 

H.;J. Jr : 

Harrison: 

R. !.I . Jr : 

!:Iarrison: 

H.M. Jr: 

Harrison: 

H. :.! .Jr: 

Harrison: 

H. U,Jr: 

lir • Taylor " 
lir. Bell ' 
!<lr. Harrison 
lolr. Seltzer• 
llr. Haas 
l.!r . Lochhead 
llr . BarrisJ 

.7ell , t he first thi r.g , George , isn't it to call up 
our friend !Jr. Burgess? Right? I haven' t t a lked 
t o him today . 

I've talked to him, but I think you better t alk t o 
him. 

Have you seen 122 (a cable)? 

No . 

Here it is . 

(Harrison reads cable) 

Puts a lit tle di fferent light on it, doesn' t it? 

Now we•ll get Professor Burgess on the telephone 
and let him give us a lecture . (On phone) Get 
Dr. Burgess in New York. 

He doesn't think much of your market today. 
t a tions are about what they were last night, 
they weren ' t too good l as t night . Corporate 
market isn' t very good . 

c.tuo­
but 
bond 

Well , you knoW what I said a t our meeting Wednesday. 
Remember? You were here, weren't you? 

Yes. 
Tha t I was very nervous Wednesday, wasn ' t I? 

I think be thinks you111 have to be fairly generoua . 

Well , bow generous? Hello? (To Burgess on pbopei 
record of conversati on on dictapbooe at ll:J8 A.W. J 
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H.:J.Jr: 

dar r i son: 

{l • ..l . Jr : 

Hurrison : 

H • .:I . Jr : 

Harrison: 

H . .I. Jr : 

Elarrison: 

d. li.Jr: 

Harrison: 

i! . IJ .Jr : 

Harrison: 

183 
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hll right, we 111 go around the room this way . 

As I see the picture, Wr . Secretary, the sit uation 
is worse than it was last Wednesday . The bond 
marke t yester day was off anywhere from three to 
seven thirty-seconds . Your 2!s were off three 
thirty-seconds . They 1 re off another thirty-second 
this morning, because when I t alked to Burgess even 
a half hour ago they were 101 7 and 8, and be says 
now they are 101 6 . So t hey haven ' t picked up 
anything . That being so, and wi th the uncertainty 
of the foreign picture, although I don' t see how 
tha t should f air ly affect us except psychologi cally -
nevertheless, if I wanted to ~lay safe I think you•ve 
got to make a generous offer . Now, l ost l'lednesday 
you talAed about giving them three-quarters ••.•• 

Hth double interest . 

II ell , one way or the other . 

That ' s right . 

Now, Burgess ' s proposal is equivalent to giving them 
one full point . Whether you f ix it i n the pr emium 
or by payment of double interest doesn' t make much 
aifference . 

That ' s right . 

I personally f avor fixing it by the premium or lack 
of premium rather than by e n adJustment of interest . 

Against the premium rather than the adjustment of 
interest? 
Yes , I• d be in f avor of no premium r ather than an 
ad justment of interest. 

llell , 1/ednesdey we were t alking about giving them 
three-quart er s . 

And now, because of developments , the 4uestion i s 
whether you should give them a whole point. That ' s 
whet Burgess says, and I t hink i t ' s the most conser­
vative thing you can do . ~aybe it' s t oo much; in 
that event you might charge them a quarter premium 
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!I . M. Jr : 

Harrison: 

Bell: 

i!urr1Son: 

Bull: 

tiorrison: 

Ddl : 

Harris : 

iia~s s : 

Harrison: 

i! . ! . Jr : 

Harri son: 

H. 'J.Jr : 

Taylor : 

rl . ll. Jr : 

Taylor : 

- J -

und get away with i t. It ' s just a question, I 
think, bet ween t hose two things . I wouldn't 
consi der any of t he o ther s uggestions . 

You wouldn' t ? 

No . I t hi nk a new bond i s r ltogether t oo small, 
don ' t you, Danny? 

184 

You 111ean t he five hundred million i s too small for 
a new bond? 

Yes, you don' t need to do t hat . 

No, I don ' t tninK there ' s enough di ffer ence bet ween 
tne 1 50-' 54 and t he 21 December to worry about it. 

That ' s what I mean; one way or the other , there ' s 
hardly enough di fference between the two t o justify 
;>ut ting out a new issue . 

1 50- 1 54 v10uld sell for about 101 . 

Sell around a point premium . 

I doubt i£ you want to build on top of t hat parti ­
cular bond, either , later on . 

But in either event you•re gi ving thelll a point 
premium; therefore, if you•re going to gi ve them 
a full point, way not with the present issue r a ther 
than a new issue? 

~ell, I ' m going to l isten and absorb it, s ee? I 
mean I don ' t •. • • 
That ' s the pr esent opini on, sub ject t o change, as 
we all are , I hope . 

Oh yes . I mean. • . • Wayne? 

I would do either t he new bond s t pa r or t he • •• 

A new bond? 
A new bond at par, or I would do t he combina t ion 
of t he double interes t , so t hat you would do it a t 
the half poi n t premium. 
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d. l . Jr : 

'I~Y lor : 

.! .:J . Jr : 

Taylor : 

Hurrison : 

Bell: 

Taylor : 

Harrison: 

Bell : 

H&rris : 

'h;ylor: 

Bell: 

Taylor: 

H.M. Jr : 

Taylor : 

<! .W. Jr: 
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You're in favor of giving them o half point premium? 

I ' m talking about if it ' s going t o be a f ull point 
premium, that you c an offer un exchange at par und 
11 ualf . 

Give tnem double interest • 

.'1hich makes ••• 

Thirty thirty-seconds. 

Thirty thirty-seconds, yes . Vlhich do you prefer? 

I think in view of £11 the circumstances - I mean 
I lean a little more to the hulf premium with the 
double interest . I think it looks better from the 
Treasury's point of view to do i t that way . 

Then they come out with o net of t hree- quar t er s . 

~es , about a net of three-quarters . No, almost a 
point . 

It works out the same . 

That ' s right, it works out the same . 

And t hat's with •• . 

The price difference woula be 22 tnirty- seconds 
plus a month ' s interest, which i s 8 thirty- seconds; 
mekes JO tnirty-seconds . 

I t hink a premium of e quarter point looks funny . 

Yes 

aulf a point looks a little better. 

You mean you ' d offer it a t 100! and give t hem double 
interest. 

Yes, i f you use the old bond . 

And wn.ich do you lean t owards , the old bond or t:he 
new bond? 
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Taylor : 

!:l . li . Jr : 

Seltzer : 

1:1 . :.\ .Jr: 

Sel t zer: 

H. ).! . Jr: 

Seltzer : 

H.li. Jr : 

Seltzer: 

H. 'J .Jr: 

Seltzer : 

H. IJ . Jr : 

Huas: 
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Towards t he old bond. 

Al l right . Professor (Seltzer}? 

I feel pretty much the same way . If you offer the 
thing at an e ffective premium of a quarter; that is, 
if you offered bonds at a hundred and a quarter or 
offered them at a hundred and a half with double 
interest, you' d be giving the noteholders exactly 
what the premium is at present on maturing notes, 
end you'd have a ~argin of safety, a considerable 
margin of safety . That is, your 2ls would have to 
go down by 23 thirty-seconds of a point before 
removing all incentive on a price basis to meet the 
exchange . 

Jlell, let me put it this way, if you don't mind . 
Leaving out - do you prefer us i ng t he old bond or 
a new bond? 

The old bond. 

And how much- s ell 1t at par or would you gi ve them • ••• 

Sell them at either par and a quarter, single interest, 
or par and a half, giving them double interest . It 
all amounts to the same thing. 

And which do you prefer? 

I haven't any choice between those two. 

You haven' t any choice? 

No . 

Georgie? 
I' d lean towards V/ayne •s suggestion. I don•t think 
there ' s much choice there, but I'd l ean toward that 
of par and a half and I ' d use - of course, use the 
old bond . I t hink we should think t wice before we 
put out another bond, because I doubt if we ' d want 
to put another issue out wi th those call and maturity 
dates. So I'd take Wayne ' s suggestion i .n toto. 1 
agree with that. 
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Bell: 

)l . II . Jr : 

Bell: 

t!.:.I . Jr : 

Harris : 

ll . !l. Jr : 

dorr is : 

l! . loi . Jr : 

Harris : 

Haas : 

H.M. Jr : 

Haas : 

Harris : 

H. J . Jr : 

Seltzer : 

H.!I. Jr: 

Harrison: 
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I agree with that - hundred and a half, the old 
bond, and giving double interest . 

Just like that? 

Right . 

Harris? 

187 

I like the old bond too. The present market premium 
on the notes is 18 thirty-seconas. 

The notes? 

Yes , and I think i f you do it at par and a half • • • 

Double interest? 
Without giving them the double interest . The t would 
give t hem a premium of 22 thirty-seconds . 

That ' s about the way we figured it . That ' s about the 
way we had it when we came in. 

Single interest? 

The other is gravy, more or less . 

If you want to be ultra-conservative, you can give 
t neo double interest and that • ..• 

I don't think today we want to play around with a 
new bond, because we don't know wnere we-'ll be in 
June and we've got tha t '42 dllte open; we lllight w&nt ' 
in June to sell - oh, five or eight hundred million 
dollars of a five-year note into ' 42 . 

And the f act t hat your outstanding bond has a 
definite premium which is known, I think, is an 
advantage. Your new bond you ' d have to get priced 
first ; there would be some uncertainty . 

And if I ~ correct, I think this 2! bond is a 
rather popular bond . 

Good coupon. 
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H.!.! . Jr: I mean it's been distributed and they like it . What? 

Harrison: Yes . 

t! . II . Jr: 

Harrison: 

H. :.L . Jr : 

Ha rr ison: 

!l .li.Jr: 

Hurrison: 

H. :.t.Jr: 

Harrison: 

H&rris : 

Harrison: 

linrris: 

Har r ison : 

Harris : 

iiarr !son: 

Harris: 

Well , I might say we are all in accord that we don ' t 
11ant t o play around with the new one . VIe can tell 
that t o Burgess and that will clarify hi s thinking . 
What? 

Yes 

So it gets down to a question of pricing the old 
bond. 

And we are all in accord tha t we want to give t hem 
somewhere between three-quarters and a point premiutll. 
!lov: you do it is another e<uestion . I don't much c are 
how. 

We a re a ll in accord that we don ' t want to play 
around wi th a new bond . 

Well , I am. 

Well, I - tha t's for everybody . 

(On phone) Or . Burgess, please . 

How much premium would they ~t, Harris, if you mode 
Just a par for par exchange in 2is? 

They would get one point and 6 thirty- seconds . 

One point six. 

One point, 6 thirty-seconds . 

liell, that's t oo steep from your standpoint . 

Vlell, the market is only pricing the rights on 
that at 18 t hirty-seconds, and that would give 
them an awful lot of gravy . 

Over t he r ights? 

Yes 
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i!arr i s : 

Harrison: 

H. 'l.Jr : 

Harrison: 

llarris: 

Bell: 

Harris : 

H. II . Jr : 

Taylor : 

Harrison: 

iL1. Jr: 
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Uny do that before noon. 

On that? 

~ven on your present proposal, because the rights 
are falling off . I wouldn' t give them over a point . 

Hello , Burgess (On phonei convtrsation recordea on 
~ictapnone a t ll: 2B A. W. J 

He ag~es with you (Taylor) on that . 

I ' m surprised at you, Barris, about par and a half 
without the double interest. I think you•ve got a 
grea t deal of courage , naven 1 t you? 

I think 22 thirty-seconds is enough. 

I can agree with you- I could if it weren't for this 
fore i gn situation. 

Well , you ' re giving them 4 thirty-seconds more than 
they think they ' re going to get, or wha t they value 
it a t . 

Hello (On phone; has conversation with Dr. Feis) 

1 1m still waiting for the time when we can afford 
to fool with that pre~um and have them be wrong, 
but I don't think tha t this is it. 

Let me ask you a ~uestion, Geor ge . I don•t want to 
today - Uonday give the market anything which might 
give the financial circles a chance to say - I mean 
I don' t want to give anybody the slightest chance to 
write anything; I mean I' d rather take the criti cism 
that it is too g enerous; I 1 ll take that; I can take 
tha t . But I mean if t hi s double interest a nd al l 
that is going to be difficult to expla in, I don ' t 
want to nave to explain anything, see? I mean - I 
mean I• d much r a tber, na turally, have it look like 
I was getting a hundred and a half . Do you follow 

me? 

'ies , I see. 
I mean are the financial writers and all that stuff -
is this going to g ive them a chance? The !lew York 
Tribune is always l ooking for trouble; they're always 
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looking for trouble . The Journal of Commerce 
is a lways looking for trouble . Does it gi ve 
those fellows any chance to write something 
unfriendly? 

190 

Well, I've always had the feeling that double 
interest affords more opportunity for an unfavor­
able critic than the price at which you put the 
bond, because one is a question of Judgment and 
the other is so easy t o get a followi ng on, and 
the people say, "Yihy, the Treasury is pa,ying double 
interest to somebody Nho happened to own these 
securities . " !low, you can get the same thing out 
of the price or give t hem that without r i sk of 
that same criticism. Ro1•ever, you have so often 
done it With double interest that I don ' t t hink it 
is very much of a risk so far cs criticism is con­
cerned if you went to do it that way . My mind is 
balanced clearly on this: par and a half plus double 
interest or par and a 4uarter . 

Now, the arguments for one and the other ar e about 
like this : that the double interest might be a basis 
of criticism, probably won ' t be; the par and a Guarter 
looks pret t y picayune . 

.Vell, you see, in this group - I mean the chance •••. 

One more thing, on Harris' s suggesti on of par and a 
half without double interest . I think t hat normally 
th&t would be fair, perfectly fair pricing; I think 
this particular week-end it ~~uld be bad judgment . 

I think normally half a point premium would be plenty . 
I ' d take a chance. If this was the 15th of December 
instead of the 15th of March, I ' d go out and pay a 
half point and I wouldn ' t bat an eyelash, see? I' d 
give them a half point and wouldn ' t bat an eyelash. 
But we know i n this room tha t there isn' t a fifty­
fifty chance today , this moment, t ha t the French 
loan Wonday is going to be a success . I mean I 
think tha t is t he most optimistic thing you can s ay, 
isn' t it, t hat the French loan on Monday has a f i fty­
fif ty chance of being a success . 

May I ask you a 4uestion, Kr . Secret ary? Have they 
ever told you wha t the open • •.• 
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Open end - all they can sell . 

Oh, I see . Of course, if I were a Frenchman, I ' d 
feel a little differently; I ' d reel that ' s a 
pretty darn good buy . 

I don ' t think we can tell. They 've at least got a ••• 

••ell, you'd say a fifty-fifty chance , is that it? 

I ' d soy at least o fifty-fifty chance . 

.. ell, especially i f we turned tilem down, I wouldn't 
tnink tha t is so . You wouldn' t go farther than a 
fifty - fifty chance. 

I ' d say today t hey 've got better t han an even chance, 
wnereas yesterday or the day before I wouldn ' t have 
thought so . 

Well , now we ' re talking about whether we should give 
any more - the other day I was talking - Wednesday -
whether I s hould give them half a point or three 
quarters of a point; today it's a question of three 
quarters of a point or a point . 

o'/ell, on the half plus doubl e interest you give them 
thirty t hirty-seconds, don't you? 

Practically a point . 

Practically a point, and I think you could add •••• 

~ame toing on par a nd a quarter without double interest . 

But on a new issue- l e t 1 s be fair- on a new issue, 
George , we alv1ays figure about par and a quarter, 
don 't we? 

That is on a ca sh issue , t.!r . Secretary . 

Yes I know, but didn ' t we •. • . 

We usually figure n little over a point . 

Over a point . 

Li ttle over a point . 
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riguring as high a s a point and a half. 

dut a littl e over a point, haven't we, when we got 
down to it? 

That ' s right . 

Which is too much for normal financing . 

Yes 

(Nods yes) 

#ell , per for par, single interest , is nearly a 
point and a quarter. 

\'/ell , I think we all &gree t ha t's too high. 

What? Par for par? 

Par for p~r and singl e interes t gives t hem one 
point and six thirty-seconds . 

Ii' the market should turn strong on J.!onday it ,;ould 
look bad . Those bonds might go up to one and shalf . 
Collect an a wful l o t. 

I think .'le can t nrow tha t out on that side . 

And you don't like par and a quarter? 

~ell, I don ' t minJ it so much, and I don't feel 
there is so &«ful much difference between par and 
a quarter, single interest, end pt.r and a half, 
double interest ; I don't care. , 

Sei gniorage is better, with ~&r a nd a ha lf . 

If you took it par and a half wi th double interest, 
how much would the bond htJve to drop so i t got down 
to only a half point . 

It would have to drop 14 thirty-seconds . 

14 tnirty-seconds - so it would have to go to 
par 25, woulan1 t it? 
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The bonds never have sold down that low. 

Have they ever sold •••. 

No, they haven ' t . They ' ve been as high as 101 and 
17 . So they ' ve remained very stable in a narrow 
range there, those long bonds ; they haven ' t fluc­
tuated very much . 

1S3 

or course -I don't :tnow wno put it up to me when 
we ~ere talking about this premium th&t it would 
take it out of the investor - I mean in the sense -
I mean if I get par for my ne.1 i ssue I'm getting 
by ; the other way I'd have to take it out of the 
pockets of the citizens of the United States . What? 

(Nods yes) Both ways . 

No , but I mean if I get pur for my issue, well, that ' s 
par . 

•'/ell, it ' s both Nays . If you sell a bond ~< t par which 
you figure i s going to go to u point premium, w~ , 
you could have sold it a t 99 , but the equivalent 
~oulc be - so you are paying L point whetner it's 
in preoium or a ny other way, und that comes out of 
the investor ~ t axpayer. 

Well, if t~s t hin& should go badly ~onday , can you 
conceive the Governments dropping ~t an cverage -
Governments dropping at an uverage of about half a 
point? 
I should not think so . Our experience has always 
been tha t you have a weak bond market in a per iod 
of uncertainty as to v1hat 1S going to happen in a 
finuncing, but after the announcement comes out you 
don' t have as much trouble, as a rule . I ' d be 
very surprised if it drops a nalf point . 

• 'lho' s in f avor of pur for par? 

Single interest . 
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.. ell, if you' re extremely nervous, I'd say p1>r for 
par and your troubles are over . 

Well , p:lr for pur, single interest? 

I ' d say i f you want to be absolutely safe , surely; 
your troubles e re over . 

. ~ ell, Nho ' s in f avor of par and a half double interest? 

(Bell, llaas and Taylor r a ise .hands) 

I ' d be for thut or the other . 

.Vbich are you (Harris) for? 

Just par end a half, singl e interest . 

All r ight . Which a re you (Taylor) for? 

r •m for par a nd a ha lf, double interest . If you 'don ' t 
do tha t , you go to par - straight exchange . 

(On phone) Mr . Burgess, please . 

I think you (Harris) will pr obably prove to be right . 
I think you ' ll be proved to be right on Monday . But 
tne Secretary shouldn' t put himself in the position 
of gambling on t hLt ~5 per cent chance ths t you won ' t 
be rigat . 

If it weren ' t for your foreign situation, I'd go 
along with Harris . 

Hello, Burgess (On phone( conversation r ecorded on 
dic t apnone at 11 : 47 J, . J. . J 

I• ct like to ask, when you coll back, t he questi on­
you ask him, i f you will - why he thinks he may 
have a bond mLrket thut would go off f r om a half 
to t hr ee quarter s , even t hough the Fr ench t hing 
should fa il. First of ull , if the French loan f ails , 
you won't knOW i t for several days . 

No, no, they ' c have t o make i t known. 
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Yes, but you won' t know now it' s gone for at least 
two days or more . 

But on this thing -it isn' t like a cash offering . 

Well , all the more r eason why you don ' t have to be 
so generous with it. I mean if it were a cash 
offering, that 1vould be one thing ; but this is an 
exchange and . • • 

195 

You can cut it a l ittle t hinner if you want t o . 

Well, you heard Burgess . Do you (Harrison) want t o 
t alk t o him? 

I ' d like t o ask him the ques tion whether he thinks 
that, even if t he Fr ench thing should be a f ailure 
and a mess - whether he believes that would be much 
of a shock t o our bond mLr~et . I think the reel 
influence on our bond market is t he one that he ' s 
given, that people now feel tha t prices are going 
up and that int erest r a t es will go up, or tha t fixed 
investments won ' t be as valuable us they have been 
in the past, and therefore t hey are turning to stocks 
~nd t hey are a little bit out of t he bond mt rket, 
both corporate and Government . But I don' t think 
that would mean a rapid drop . It may mean a graduul 
ea sing of bond prices . But even so, you ' ve got a 
pretty good mar gin with par end a na l f ana double 
i nterest, and I wouldn ' t worry about it . 

'Rhbt Burgess probably Llso is worrying cbout - he 
~ows th&t t he corporate bond mLrke t h&sn ' t acted 
like thi s bond mcrket; in other words , to date t he 
Government bond marke t has acted much better then 
the corpor ate . He's ufroi d tha t it ' s l i able to 
catch up with t he corporates . 

That's the thing , 10nd wo r•re weeks behind the cor­
porate thing . 

Mr. Secret ar y , if t he m1rket does dr op to par and 
:z ~ t hirty- seconds, t he!' either have to take par or 
turn t hem 1n and get tha t 24 thirty-seconds . 

Of course, t hey ' d get eight of that back; they ' d get 
thr ee percent interest in between Ya rch 15th and 
April 15th. 
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~o since it ' s an excnange, they only have one of 
two things they can do, turn them in for par or 
take them and • • • 

l S6 

01' course , ther e ' s another t hing which somebody sai d ; 
if I offer pa r f or par, it shows how wor riep I am . 
That ' s the other side of it . 

l•nd shows that you are a ppra ising the situation 
very much more aelicately than the f ellows who are 
pricing the rights today . 

And by putting this ~ t pur and a half it sno~s that 
apparently there's been some - this is &n old issue 
out, there ' s some improvement , you come out and you' re 
not offering it ~t par - I cea n that ' s the improved 
look - face you put on it . 

Well, let me get him. 
a gain, please . 

(On phone) Get me r.lr . Burgess 

Want to talk to him? You (Rarr1son) want to , don• t 

you? 

Well, I jus t want to ask him that one questi on. 

Cash offering, I ' a feel differently - but exchange, 
wny, don' t let them hold you up . 

~ell, I don ' t feel - I don ' t feel tha t way . 

Hello (On phone ; conversa tion ~ith Burgess recorded 
on d ictaphone at 11:55 A . ~ . , Harrison and B. U. Jr both 
speaking to Burgess) 

I think if I .., ere ad vising you, I'd say par and a 
half a nd double interest . I think if I were in your 
place r•a do par for per . That ' s the way I feel . 

(Hearty laughter) 

That ' s backing up . 

Thut• s hedging . 
He said ii" he were advising me he ' d do par and u half, 
double inter est, but if he was me he ' d do par f or par. 

That ' s no advi ce . 
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He ' s sure this way he 1ll be ~ble to sleep tonight, 
wherehS if he were in your place and offered par and 
a half, double interest •••• . 

I ' m Jus t on the assumption thut it ' s easier for me 
to sleep than it i s for you under your situation. 

On yes , no a rgument about that . 

The amount of money involved isn' t large , in view 
of the whole problem. It is Jus t whether the 
ma rket will interpret it cs a s i gn of weakness . 
And I sort of doub t if that is the case . After a ll, 
~hat is - you ' re offering it par for par and that ' s 
been the usual thing . 

If you•re nervous ~bout it, a s I sa id before, it is -
s ince it ' s a million and a quarter dolla rs on five 
hundred mi l lion, a 4uarter of a point- that's all 
we •re t a lking about, one quarter of a point, no 
matter how you're dressing it. 

Wayne? 
You' re feeling generous to give the boys a million 
and a ~uarter, but I don ' t think you have to do it. 

Christl - one s ays one thing and the other •.• 

llo, I• m opposed 1;o it . 

A mi lli on and a quarter is a lot or money out in 
Ill inois, s nd I am not in favor of giving it away . 
I want a hundred t.nd a lUilf t. nd double int erest. 
And if it doesn't go by a hundred million, we ' l l go 
on issuing bills and retire them . 

Oh no . No l 

We may have to do that . 

They can only do tha t t o me once. 

llo, I think if you don't get n hundred million of 
them in e xchange that 1 s not a failure. 

on, I didn't follow you. 
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I don't think that ' s a failure . 

Well , you know, there 1 s so many danger signals , 
there ' s so many things . 

Let ' s just l et this thing simmer a m.inute . I 
wonder if Mr . Oliphant is ready to report . (To 
Kieley) Tell Oliphant and Opper to come in . 

(Oliphant and Opper come in to 
report on French loan situation; 
record transcribed separately) 

198 

Now, t:s to this firu;ncing . I 1m going to do the 
conservLtive thing: par for par - especially with 
& close of 101 5. 

That ' s what I would do . 

I 1 m not going to t ake any chances . 

Very sweet. 

Me? 

You and the offering . 

All right, Dan. 

You can' t save some of tha t generosity for the 
French, c an you? 

Look, everything tha t you've told me is unfavorable . 
Nobody has given me any f a vorable news . :low, why 
should I risk at this stage a five hunared million 
dollar issue? ¥~ should I take the risk for a 
million and a 4uarter dollat's on five hundred 
million? 

Well, the only difference of opinion is that you ' re 
not going - t aking any risk . 

I think it' s going to be taken as indication of 
.. ·eakness . I think it will bring down the other 
level of bonds instead of insuri ng this . 

Well , I'm not - I can't help that . You (Harrison) 
would do the same if you were in =1 shoes? 
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I think I would , llr . Secretary; but as your fiscal 
agent and advising you, I think I advise you rightly 
when I t hink you c ould make the other go. 

But I ' ve never put over an i ssue that Burgess didn' t 
say I can do it. 

Hello (On phone; c~nverDatlon nl t h Burgess recorued 
un aictaphone a t l£:4J P. :J.) 

Well , I can 't help it. Par for par . 

I don't know whether we can get t hem ready at one 
o ' clock. 

That ' s all r ight . I want you at my press conference; 
it will be in f i ve minutes . 
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txcer pt from 11:0~ A.U. Keeting of Murch 6, 19)7 . 
;u.: ~1U.NCH LOAN CRISIS 

Present: 

'I;.ylor : 

Bell: 

H.:!.Jr: 

Oliphant: 

li~£ rrison : 

Olipnant : 

H.!.I.Jr: 

r.lrs Klotz 
Mr . Taylor 
Mr . Bell 
r.lr. Haas 
Mr. Seltzer 
Mr. Harris 
Llr . Harrison 
lolr . Oliphant 
14r . Opper 

"?lease tell Secretary Morgenthau that the Ambassador 
nas not yet received t he cable that ne is expecting . " 
Tnis i s from Kr. Henry . 

Do you want me? 

Why, very much . 

The terms of my issue depends on what you (Oliphant) 
say . We ' ve been sweating on my issue . 

Wel l , this is the statement, and the Assistant 
Solicitor called me a t l J minutes to twelve and 
said that the Attorney General had written "Approved" 
on the bottom but had added another statement, that 
he deemed it largely a question of policy, and I'm 
Wlii ting for that to come over; I want to see the t . 

Largely a 4uestion of what. 

Of policy . 

"Would the United States authorities have any obJection 
if the French Government named some bank or firm in New 
York, such as J . P. Morgen, to act as the agent in the 
United States for the purposes of paying coupons under 
the proposed loan in cases where payment is requested 
in dollars?" 
That's the question. The answer to the foregoing 
question is : "While the designation of such an agency 
and its later payment of coupons from funds theretofore 
put in its hands by the French Government might not be 
a violation or the Johnson Act, nevertheless, the sale 
of the proposed bonds through Americans would viola 
the spirit, if not indeed the letter of the Johnson 
and in consequence no office or the Goveroaent 
undertake to appr ove this or aey other measure calcu­
lated to encourage the purchase of the proposed bond• 

b)' .lllericans. " 
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Now, that's tna t. 
And he 's adding tha t it is largely a question of policy . 

(On phone) ·aet me Secretary of State, please. 

Is tha t wbat you (Bell) are worry ing about? 

r haven ' t any worries . 

The fellow that's got t o worry is the Federal Reserve 
Boar d . 

Ne ' re used t o it . 

nell , t his is very importont . 

(To Oliphant) Geor ge Harrison said, "If I was giving 
you advice, I' d do 1t one way; if I was Secr etory of 
the Treasury , I ' d do it another . " 

(Laughs) 

~rs ~lotz : ~e didn ' t soy that? 
IJ. li . Jr : Yes , he did . But he soi d it with a smile on his f ace . 

dr.rrison: 

il • .t. Jr : 

That ' s a lot more honest than a lot of your advisers 
would be . 

i!ello, hello . Hello, Cordell? (On phone; has conver­
sation with Mr . Hull , recorded on dictapbone at 
12 :.>8 P .~ . ) 

Now, wha t I want - if I could be alone a minute . I 
want to talk to the President if I may . 

(Group leaves while Secretary bas phone 
conversation with President, r eturning 
a t 12:35 P. l.l . ) 

Now, I told Cordell I' d send him a photostat . We ' ll 
send one tour . Bull . Have three photostats made, and 
then I ' ll keep the original, one goes to Mr. Hull , and 
two go to Herman Oliphant. (Referring to memo f r om 
Department of Justice) 

Nos , I talked t o the Pr esident on t his thing, and 
he ' s waiting 1n case Cor del l says socething one way 
or toe other. We ' re simply going to answer the 
French t heir particular ~uestion and say, "No," tnat•s 
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They've asked us a question. We ' re going to say, 
~No" and that ' s all as to that particular question. 

And when I see the boys now, I thought what I 
would do with t hem is say, "Now you'll have to 
excuse me on this French thing, and I have nothing 
to say." I can ' t tell them that the French have 
&sked me this thing. 

(Nods no) 

And if I say 1 1 ~1 see them this afternoon, that 
will make them think I did say something . 
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Bello. 

Cordell. 

Wha t's going on? 

llarcb 6, 1937. 203 
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Wel l I - Livesey just left here and be's been 
with me for two hours , see? 

Who wa s this? 

Livesey. 

Ob yes Livesey. 

So he 1 s got all the details. 

Yes. 

But I wanted to tell you personally before I 
make any decision ••••. 

Yes. 

•••• on the- of what the French are asking I ' • 
going to call you up and get your advice. 

Yes, the French are making certain requests, are 
they? 

They're making definite request of us . 

Yes . 
And Livesey bas been here for an hour and a halt; 
he ' s got it all at his fingertips . 

Yes . 
And I ' d appreciate it it between now and 12 you 
could talk to bill • •• •• 

All rilbt I'll .aka 1t a point to . 
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•• •• and then around 12 o ' clock- will you be 
in from 12 to 12:30 . 

Yes - yes. 

204 

By that time our lawyers will bave gone over this 
tning and I'd like very much to call you up. 

All rignt - I don't suppo - do you think Feis 
could be of any use. 

Well Feis is up at Harvard. 

I know he's up there; we could talk with 111m. 

No, this has gotten down to a n interpretation 
or the Johnson Act . 

Oh yes I see . 

And it's not economics that he does . 

Oh yes well t bat 1 s all r ight . 

It's horse sense . 

Yes , all right . 

No , but ..... 

Do you think I should call ~n f11Y lawyer s on i t? 

I th1Dk it would be helpful. 

They can•- they have to 
you know. 

back yonder 

#e put it up to the Solicitor over at the Attorney 
General. 

Well I guess that's tba place to put it up. 

Well we ' ve already done it and he ' s given us an 
informal opinion and they're typing it now . 

Oh I see. 
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Yes, the Solicitor to the Attornq General ia 
giving us tbis torJDa~ opinion . 

Yes, all right then Henry I 1ll - 1 1~ be glad. 

But that 's where we've gone. 

Yes. 

And I aight say t~t tbe opinion 1s unfavorable. 

Yes, I see . Well I thank you very much. 

Thank you sir. 

205 
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Dr . burgess . 

Hello . 

llello sir 

March 6, 1937 . 
ll: J8 a .m. 

Bur6ess , we nave six or eight people here 
and we ' re holding class • • ••• 

'Inirut of thet . 

And • ••.. 

Am ~ loud speaking or am I .••.• 
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No, you're loud speaking s o you c an ' t even bel ch 
without our •••• • 

(laughs) 

..•.. • wi t hout •.•.. 

That ' s pretty tough. 

So t he class is at your disposal; your bos s i s 
here too . 

hell then I' ve got to watch ey step t hen. 

Lxtra . 

Yes . 

!low - what • s what? I thought I could allow 
.dxty mi nutes to decide what we do . 

Well I think that ' s - t hat ' s fine . 

All r ight . I•ve got all the time and everybody ' s 
interested in what you know . 

That ' s good - that ' s good . Well they ' re two 
sure fire t hings - i£ you want t o play it absolut el y 
safe there i s one or t wo t hings •• •• 

Please 
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••.• • that you can do . 

Yes . 

l01 

One oi" tnem is to put out some more of the 49-53 and 
give them to the note-holders at par - par for par 
exchange . 

Oh my God -you have - I'd bett er get something for 
o hot r~ter bottle for you. 

(Laughs) 

You ~now, for your feet . 

The other thing you c an d o is to put out a ne.-t bond 
of 50-53 or 50-54· Nox tnose are absolute sure fire -
either one of them . 

50-54? 

50-53 or 50-54 you c an do e ither one . 

Ah-ha . Two and one half? 

Two and a half, yes . 

Ah-hE. . 

An - tllllt , of course, «ould bring soiDe buying from 
people wao are reluctant to increase their amount of 
present holdings but always take some of the new bonds 
on the principle or distribution. 

Ab-ba . 

On t he other hand it - it gtves you a small outst anuing 
issue of a litt le under 500 mill i on. 

Yes . 

It increases the list of bonds outstanding. 

Yes . 
Whicll iSn't exac tly s erious but it doesn't make a Sood 
issue t o traoe in. 

An-lUi . 
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I aon ' t tninA it ' s qui t e as ni ce . 

Ah-ha . 
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Now if you' re f eeling a little bit courageous and 
want to play the market a little closer and not 
make the r ates worth so much you can put out the 
old bonds tha t pay pbr and a quarter . 

Par and a ~uerter? 

Yes . 

t.ell noif wnen you ' re t alliing tn~o t what are you talk -
are you ta!Aing double interest or single interest? 

No I •m jus t - ~ithout making 6ny interest adjustment. 

Oh - just the single interest . 

That ' s right . 

You mean inter est on the new security but not - s top 
paying it on the old . 

That ' s rigat. 

.t.h-ha . 

Yes - yes . Or you coula get exactly toe same figure 
by offering toe new bonas a t par ana a nalf Lod paying 
t hem interest on the note from Warch 15t h to Apri l 15t h . 

Tne new bond? 

~ha t is more of these 49-53 ' s . 

Now ~ait a minute - r •ve got me a l~ttle bit confused . 

Yes . 
!low we 're talking Lbout the 2J whicb i s out - which ••• • 

That ' s right. 

•••• • 49- 53 · 

Yes . 
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Ana you ' re sugges t ing offering it to t hem at par with 
single interE:st? 

?ar slagle interest - pEr a na a qUErtcr 
caoices <>n taa t . 

'!here ' s three 

Let's just stic.< t.o the old ~ ana one hall' ' s . 

1es, we ' re sticking to the old two and one half ' s . 
Now· there ' s three choices on that i t seems to me . 

Yes . 

One is por for par . 

Yes . 

Single interest - an - since we ' re giving the note­
holders the best bonds at par •.•.. 

Yes . 

.... for tho t exchange on lola rch 15th. So that • s the 
thing to do 1f you 1 re feeling a 11 t tle bit conserva t1 ve 
and wunt to b e libsolutely S~<l'e e ven i f t he market has a 
crack on 'londay ror some r eason . Tn&t would go v ery 
well . Now sticKing to the same bond on the basis of 
to-nay ' s mar.<et •.... 

\/ill you tal>< a 11 ttle louder . 

.... ab- you c oula on that s£me bona on to-aay 1 s morket ­
an - ask f or a quarter of a point premi~~ which would 
make t hern - t hose who mode the exchange pay a q~arter 
of a point premium . 

Jtn-na . 

Now that ' s want the mar ket today in its q uotations 
Justifies . 

Yes . 

Now you ct.n get exactly t he sume effect .• • •• 

Yes. 
• •••••• by offering 1t a t a htl lf point premium • • •• • 

H. II.Jr: Yes . 
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•. • • and making an eajust~ent of interest •• ••• 

Yes . 
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.... but I think t hat ' s a little mor e confusi ng . 

~es . 

wo tnere ere the three choices on tha t old bond . 

Yes, 1 got i t - I go~; tht•t . Now - now what about . 
& n~;~. bond? 

l.o .t the new bond - eh - ~oula b e a 5v- 53 or a 5J- 54· 

t es . 

Si~ply a straigh~; issue that you offer in exchange 
on !.larch 15t!l . 

11 ell if I was going to do it I 1 u much prefer t o make 

lt 50-54 · 

~es - you' re getting a g renter spread . 

Much pr efer t hat - I mean . ...• 

Yo u can do that . 

I mean a s to tne 5J-53 - I mean if I was going to 
m&6e it I'd lik~ t o make i t 50-54 if! •••••. 

Of course - 1 t g ives you longer stretch between the 

call d a tes . 

Yes . Well now - whicn - 1~nat C1o yo u lean towar ds? 

uell I - I r a ther lean towards g iving them the o l d 
b ond - par for par . How l tllink you could t ake t hr. t 

ua rter of a point but I thinK when you c ome down t o 
cutting i t into q uarter points' yo u ' re cutting i t a wful 
fine a nd , while that 1 s a 11 t tle bit gener ous , I r ather 
lean to t hat this morning . 

An-ha . ~ell now listen Burgess - r ight now what i s the 
old two end one half selling for ? 

lvl-u/81 s . 
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.. ell it looks as t hough we ' d be giving them a 
full point. 

1hat 1 s right - that ' s right . 

\'/ell you kno,·l ·7ha t I said weonesday . 

Yes . 

Well I d6n ' t feel any nappler to- day than 1 did 
l.eanesday - in fact 1 feel less happy , 

~1 

.. ell I don't feel us llappy as I dla :':ednesday. 

Because I 1 ve got the inside on this French situation, 
see? 

Yes . 

J•nd I d on't see daylight . 

No • 

had tney 've got their loan on coming Satur -Monday . 

Yes . 

'lheir loan. 

.oell that's one ol' the reasons that I ...... .. 

'•he Germans have a loan llonday, don • t tney? 

I don•t .mow . 

Yes they do . I think if you l ooK it up you'll find 
tney have a loan Uonday. Not that it's important 
but tne French is . 

:tes . 

But - ah - well now I tell you . You sit a t your 
desk and give me a few minutes to digest the 
Burgess purplan . 

(Laugas) Don ' t call it that. (l&ughs) 

And I aon• t went to tie you on toe wire . 1 1 11 call 
you back in five or ten alnutes - how•s that? 

Regraded Uclassified



• 

I s: 

a .:J . Jr: 

B: 

- 7-

All r ight - all right - we'll be getting so•e 
lat er ~uotations . 

Bow ' s that . Thank you. 

Very good . 
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!:!ello . 

Or . Burgess - go ahead . 

Burgess . 

Yes sir: 

ljarch 6, 1~37. 
11:28 a.m . 

The unanimous opinion here is not to fool around 
with a new issue. 

Yes . 

.• e' re all U!'Ulnimous on that. 

Yes . 

~o I thought tn&t would help your thinking . 

Yes sir, that's a help- yes . 

So then 1 t gets Jown to pricing the ola bonds . 

Yes . 

See? 

Yes. 

And I tn1nK that - ah - then - of course as I told 
you - oh a couple of weeks ago as far as I 1 m con­
cernea r•a little bit ratner get the premium than 
pay tne double interest and nave - I think it looks 
a little bit better to the fello~t woo reads toe 
newspaper . 

Well perhaps so although it makes the exchange look 
a little less good to t ho follow who l ooks at it 
kind of hastily. 

Yes but the fellow that's going to - the fello•t t hat's 
going to buy this thing is more apt to be a student, 
isn' t he? 

Oh y~s, he ' ll figure it out. It doesn ' t cake much 
diff erence which way you do it ss far as toe buyer 
goes . 
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/.h- h& . 

Yes , you can figure it out in t erms of t he dollar . 
If you do t he par f or per of course t her e ' s no 
profit either way f or you e xcept toe t you do ~ve 
pl'.yin& the interest r r om March to April on the t -
th:l i note - that is you save the d iffer ence be t Neen 
two Lad a hal f and t hree and haven ' t l ost a nything. 

Yes but let ' s say that t hat bond on Uonday should go • ••• 

ot!Ui t was that? 

... e t 1 s say the hundr ed at t wo and one lll!lf snould go 
becK to lJl 12 - lJl 14 . ... . . 

Yes . 

••• ana it loo~s awful- as thouah .•• • • 

It lOOKS Kina of generous , yes . 

Yes , now the fel low - the f"el l o11 wno owns t hese 
tnings he ' s going to cal l up his bank and s ay, 
"What ' s there in it? Should I or shouldn ' t ! ? " 
And t hey ' r e going t o s ay - well, you Know . Well, 
we figured if we gave double i nterest , s ay , and 
charged tnec p&r and "- h&lf there 1 s thir ty thir ty­
seconds in i t . • 

That ' s right . 

Isn' t that pr etty good? 

Oh t hat ' s &11 r i ght, but s upposing t aey go d own t o 
par 23 or - 4 es t hey may . 

.~ e ll -

They ' re quoted now over the counter as l 0l - 5/ 7ths; 
t hey 've gone oft' two t hirt y-seconds t o- day and your 
whol e gover nment marke t i s a l i ttl e shaky . 

Yes . 

• ha t ' s just one possibi lity I mean you•ve got to 
cons i der . 
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You don't like th~ aouble interest, do you? 

No I don't li'iie it very ~.ell. It looks sort of 
me~sy ana involved . It lsn • t just simple straight­
forwtru stuff . Oh I don ' t object to it very 
seriously though • 

.. e <1id it once haven 1 t <Ia since I • ve been here? 

vb yes we've aone it lots of times . 

llut since I 1 ve been in tne T1•easury I think only 
once . 

hall I've forgotten . 

dell - ah - supposing we ' ve cleered up one thing - we 
don ' t l'l&nt a nan' bonu . 

All r ight, rine - we ' 11 wor~<: on this . 

Jupposing we work on this . 

We ' ve got half en nour more of the market . 

Yes . Supposing we work on this - bow's that? 

Very good . I've got ~ two fellows here and we ' ll 
hola a little conference while you hold one. 

Righto. You check with us there's no new bonds . 

:tes s1r, we t!lilll( tnat•s right . 

All r ight, well then ...••• 

Now Madison has a l ittle qualification . He' d r at her 
say 1t 1'as a new bond but Willer and I tllink we can 
stick to the old bond . 

Just a minute, Geor ge Harrison wants to t alk to you. 

Yes . 

Oh wai t a minute . 
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Hello Burge5s? 

Yes George . 

./hat would you s ay as between these two? Par and 
a half a t t.ut:ble i nterest or pur and a ,.uar t er? 

Ob I ••.•• 

Do you think the qUbrter l ooks t oo snippy? 

I think the q uarter looks awful snippy . 

Yes . 

I t nink I ' d say f or the pH a nd L nali' and double 
interest, between those two . 

Ill r irht - well ttwt •s wllllt I wanted to ask you. 
Go t heao tnd get your herds t ogether . 

Yes , O. K. 
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