
. . 

Dr. Feis: 

I!.II.Jr: 

F: 

d.r.I.Jr: 

F: 

I!.M.Jr: 

F: 

B. li .Jr: 

F: 

R.Y. Jr: 

1': 

H.l4.Jr: 

F: 

B.II.Jr: 

F: 

B.II. Jr: 

F: 

B.M.Jr: 

F: 

Henry, do I disturb you? 

Yes. 

Kerch 6, 1937. 
11:36 a .m. 

Well shall I drop the 1phone? 

Bo, no - I can talk as well now a s any time. 

Well I - is there anyth.ing I could be doing? 

Well it's impossible - it would take me a half 
an hour to tell you what's happened to- day . 

Shall I talk with Wayne? 

No- I mean it's just no use. I mean- ah-
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if you reel any happier but Wayne - I 1m devoting 
I've got - Wayne ' s here - we1ve got to devote every 
second between now and the time the market closes 
on our refunding on Monday. 

All right I guess ....... 

I mean I told everybody ••••• 

I understand. 

If you want to find out what ' s happened I suggest 
you talk to Livesey. 

All right . 

But t.he thing .is moving so fast that if a fellow 
~oesn•t sit in on it .it's hard to keep up. 

Is it satisfactory or unsatisfactory? 

Not very atisfactory, no. 

Not very . 

But while I • ve g:1t you I Just can tell you this and 
the.n I •11 talk to you about it llonday. 

Yes. 
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B.!I.Jr: 

F: 

B.II.Jr : 

F: 

H. I.! . J r: 

F: 

( B.U. Jr: 

F: 

H.loi.Jr: 

F: 

B.!i. Jr: 

F: 

B.ll.Jr : 

F: 

B. li.Jr: 

F: 

fl . li.Jr: 

F: 
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Your friend Butterworth sends us a very important 
cable; asks for an answer and he sent it a t one 
o 'clock from London. I call him up t o give him 
an answer and he ' s gone away on a week-end. 

Bell . 

As f ar as I 1m concerned I c an ' t use that kind of 
people . 

Hell. 

And he might as well devote himself t o State 
Department matters . 

Bell. 

But we can' t use those kind of people . 

Bell. 

But Herbert - ah -

I 1m dreadfully sorry t o bear that Henry. 

Yes - ah - do you want me to switch you over to 
Livesey. 

I - don ' t you trouble - I ' ll put in another call. 

It can go ri~ht through my switchboard . 

All right, Now on Butterworth •• 

What? 

On Butterworth. 

Ob that will keep to llonday. 

Did you want t o telephone him? 

I put in a call and be's left town - he's gone away . 

Couldn't they trace him? 
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Well they said he'd be there but I don' t know - he 
asked me a question which the British Treasury wanted 
an answer on and. I was going to give him the answer • ••• 

:J!es . 

•• •• But he's gone somewhere . Now what's the use 
of telephoning to the British when he ' s out on some 
farm? 

Row did you handle Rueff ' s query about the Johnson 
Act? 

WelT that's what we ' re right on now and Oli phant 
and the Attorney General are going to have an 
answer by 12 o' clock. 

All right, I won' t hold you any longer. 

I mean - Herbert, if you were here I'd go into it 
but I'm really- I've got ••••••. 

I ' m pleased. 

•• •• • my financial. 

I - I really think you're dead right. 

O. lL 

Right. 

I look forward to seeing you Monday. 

All right, will you switch me over. 

Just a moment please. 

Right. 

Dr. Feis through my switchboard to Dr. Livesey 
please . 

Right . 
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. . 

K~Jr : 
l1·e!<S . 
Jpt~ru t or : 

H'!Jr : 

il : 

tCJJr : 

lt lJr: 

1! : 

KmJr: 

il : 

KJJr: 

riliJr: 

B: 

H JJr : 

B: 

IIMJr: 

b : 

H:JJr: 

B: 

IC.IJr: 

Hello 

Mr . Burgess 

Hello 

:tes , sir 

Burgess -

Yes 

.. 
saturday 220 
March b, 1937 
11:47 a .m. 

oohat do you people thlnk down there? 'i."e talked first 
last time, now you talk . 

Nell, all my - al l my associates think it ought to 
be par for par , and I expect most of the felloHs 
down the street do . 

Yes 

That is , I•ve talked various possibilities with 
them . 

Yes 

hna they say if you're out f or more of the forty-nine 
fifty-threes it ought to be par for par, don't take 
a cn~nce on offerirl8 at a premiuo . 

Do you a~ind 
to r ecent­
ide& . 

telling me what ~ind of fellows you talKed 
the l~st hour or so to give me•a little 

Well , I •ve talked to -Dudley Mills 

Yes 

And to Devine 

Nould you talk to him? 

What 's tnat? 

~o you and he talk t o each other? 

Ob yes, we speak . 

Gooa . 
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H'lJr: 

B: 

ll\IJr: 

( B: 
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(Laughs) And t o t he Solomon fellow . 

Yes, what does Levy think? 

Z21 

lie ' s afraid of anything at & premium, he ' d like t o 
put out - see us put out a new bond . 

Yes 

Several of t hem ~~uld like to see that . 

Yes, well, that' s out, we ' ve all agreed on that . 

Yes, yes I t au&a yesterday with with the 
F'lrs t of Boston unoni tb Carner over e t the Cuarunty . 

,lh& t does Pope tbiM? 

Pope ' s afraid of the market . 

Yes 

He thinks a new bond woula be all r ight . He thinks 
if we use the old bona it ought to be par for par . 

Let me as~ you a 4uestion, a hypothetical question 

Yes 

Supposing we had a really bad day 

Yes 

Bow much could these ne" t"o and a halves sell off? 

On, they coulo sell o1f & half or three quarters of 
a point . 

Well, 11e fig ured if t hey went to twenty-four t hirty­
seconds that wo uld s till leave a gain - if we 
offered this bond - new bond I mean t he old bond 
at par and a half at oouble inter est, see? 

Yes 

~here's tnirty thi r ty-seconds i n i t. 

At t he pr esent pri ces. 
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Yes Then i t would have to sell off to go to-
it YIOulO have to go down to t \Venty-four thirty-seconds 
to go off a half a point . 

Tht~ t ' s r ignt. 

I mean, to leave a nalf a polnt . There ' d still -
tnere ' d still be a half a point . 

That ' s right, yes . 

.. ell now, coula you 1m•gine eoing at twenty- four 
tnir ty -seconds? 

Yes 

You ao? 

Yes, I can. The problem is the background of all 
this thing. this thing is now spot-minded and the 
new issues are not so good , end people ar e thinking 
in terms of " rising spiral of prices, secure and 
spot prices , s ncl the rising interest r ates . 

or course it ' s possible t o overdo that; I think t he 
merKet hea overaone it &t the moment . 

nell , "o give you the backzrouna on the foreign 
thing in strict confiaeuce 

Yes 

rte f eel here that t he French nave got a fifty-fif ty 
cnance of maKing their bond issue go on Yonday . 

Yes , yes 

And that ' s 
fifty cnance . 

l see, yes 

:)ee, no better? 

thot' s as hopeful 

yes. 

Yes - that's not so good . 

flhat? 

a fift y-
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B: 
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B: 
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B: 
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'H1a t 1 s not so good . 

•• hut they 're proposing, I don ' t know .vhether it ' s 
in tne paper or not , is u ten-year four and a half 
per cent bond with a coupon puyable in either fr8ncs , 
pounds, or dol lars . 

Yes , yes - yes 

See? 

Yes 

/no neither the ~ngllsh nor ourselves h&s agreed to 
1 t yet . 

Yes 

And we won ' t most ll~ely NOn 1 t . 

Yes 

I mean, they w~nt t o d~sienate u New Yor k bunk as 
their paying agent and we think - I think ~ 'm 
going to get an opinion t~t it ' s contrary to the 
Johnson Act. 

Yes 

But L n&ven•t tola a~boay that yec . 

By the "ey , the United Press ct.llea up u few minutes 
6go and said that they nod heara that the Secretary 
of the Tr~asury ""'s going to a dvise the New York 
banks t o buy a new French bond, that it would not be 
contr6ry t o the Johnson Act. 

Yes , I got t hat over the United Press . 

(L11ughs) 

The United Press , the last couple of days have been 
doing - going out on the end of the l illlb a number of 
times . 

Yes 

I' m beving a press conference before I go nome today. 

Yes 
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I mean, I always do when I announce anyt hing . 

Yes , yes yes 

J•nd, so 

Hell , I th.ink the pr oblem is jus t now safe you 
want t o play this . Now, 1 t ' s the difference IE tween 
tne progr am t hat we ' ve just d1 scussed , par a nd a 
h~lf ana paying doubl e interest, t he ai f f erence 
between that 

ft ~uarter of a point -

- ~na par and par is - is & million and a ~U&rter 
aollars . 

ft ~uarter of a point 

That ' s rigot, yes . 

~ieht thirty-seconds . 

Hight 

Light - ~ell that ' s a quarter . 

Yes - a mi l l i on ana 8 Guarter dollar s • 
• 

Yes 

I t's just a ~uestion of wnetner you thinK t hings are 
doubtful enough so t hat you wont t o s ey that much 
for insurance or not , th~t ' s just all . 

.. ell , you kno.v h Oli I 

't es 

I • ll ca ll you back in a couple of minutes . 

Very gooa . 

h couple of minutes 

Very gooa . 

(Short peuse) 

2 
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George 
Harrison: 

T .0 .: 
W, R. 
Burgess: 

H: 

B: 

H: 

B: 

H: 

B: 

H: 

B: 

H: 

B: 

8: 

B: 

H: 

B: 

H: 

Hello 

1lurgess 

Hello 

Xes, Burgess 

Xes 

Saturday 
March 6, 1937 
11:55 a.m. 

. 225 

The review that you gave makes a pretty strong case 
f or par for par if you take the advice of all of the 
fellows you have been consulting. 

Oh yes 

And 

I started out with quite the other idea. I started 
out with the idea that we should charge a premium. 

Xes 

And I haven't been able to get any sympathy from 
anybody on it . 

Xes - but I'd like to ask you this. Suppose that 
the French thing is a mess on Monday. 

Xes 

That wouldn't 1n itself shift naturally, - or, except 
perhaps psychologically - have any very great shock 
to our bond market . 

Not necessarily, no . 

The only thing that concerns me is the general trend 
which, you emphasize, is the result perhaps of its 
extra special increase in prices and depreciation 
in the value of fixed investments, generally. 

That's right, yes . 

And the possibility that the Government bond market 
is now going to follow a trend that ' s belated, as 
a corporate bond market. 
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Tbat 1 s right, yes. 
.. 

But, I don't tbink that would be a certain sbitt. 

Ho, I think it would be slow, probably . 

And therefore, I think you'll get away with your 
exchange . 

I agree, I t hink you would. 

As a distinct from e new cash of f er, which is 
a very different thing. 

Yes, I agree . 

And it see:ns to me that thirty thirty-seconds 1s e 
pretty good bonus to give them . 

l think you'll get away wi th it. I think it's just 
a question of how much you want to pl ay safe on it. 

Vlell, I•m wondering - for instance, Barris is here 
and be thinks t hat just a par and a half without 
double int erest would do it. Now perhaps giving 
them the double interest is the element of safety. 

Well, it's 

Yes 

it's an element of safety certainly. 

The dealers reported this morning that the - that 
' the Continental Bank in Chicago sold - was selling 

twenty-three or four million dollars of bonds; that 
a bank out on the Coast had a lot to s ell . They sold 
a little and then they stopped, but indicated they 
desired to sell. That a Baltimore bank was anxious 
to sell and just holding ott on the market. Ther e ' s 
a lot more selling around t han tb.ere is buying. 

Yes 

The insurance companies have gone on strike a l i ttle 
bit about buyi ng anything. They tb.ink that they can 
pick up things cheaper later. That is,~ere 1 s leas­
there's less receptivity to buy and there ' s mor e con­
cern about tha market and a general desire to a ell, 
t han I've seen for a long time. 

Yea 

Regraded Uclassified



( 
B: 

8: 

B: 

B: 

B: 

( 
B: 

Burgess : 

H: 

Burgess : 

H: 

B: 

B: 

B: 

B: 

B: 

B: 

227 
-J-

Now, I always discount those tbillgs some because 
the market goes in waves, and I think, with this 
booming stock market just the last few days and all 
the influences that have been bearing on the thing 
that t hat swaying is perhaps one of the temporary 
movements that have been overdone . 

Yes 

But you can never be quite sure of that . 

Well, if it another thing , do you think there 
is some possibility of a bearish interpretation of 
t ne Secretary putting such a high price as one point 
s 1x thirty-seconds on an e xcha.nge? 

Oh, I wouldn ' t think so, because after all be ' s 
offering a bond at par, he usually does that. Wow 
there happens to be a bond a vailable which is selling 
not very much above par, after all, Just a reasonable 
figure. This isn't really any more premium than he ' s 
very often given, -

For a new issue 

bond operation 

~·or a new issue 

Well, they have be tln new issues, as a matter of f act, 
we haven't had for a long time. 

Yes, yes 

But it does mean of course that you are giving a 
bond instead of a 

Yes, what the bell are they going t o do with the 
mat urities if they don ' t put it i n this? 

Well , a lot of them a re having to r educe their holdings 
anyway , to adjust themselves to Yay first, and some of 
them are willing to wait. 

Well, they're not going to do that if they can get 
thirty thirty-seconds out of it? 

Oh no, I think they'll have to convert if ther e ' s 
anything like t hirty 

Yes, well, tbat 1 s ~ point. 
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Tllat 1 s right. 

And we' d draw up i n t.erms of a half t o three quarters 
a safe margin. I hear you're going up eight thirty­
seconds or six thirty -seconds over that . 

Tnat's right, yes. 

"nd, the q uestion last week was, whether it ' d be a 
half or three quarters . And the Secretary said 
three quarters would be his measure of safety at 
that time . Now he's adding six thirty-seconds t o 
the three quarters . 

Yes well, we 1 ve had three days of a weak bond 
market and three days of a booming stock market 
and you've had 

What ' s the stock market doing t oday? 

It •s higher by a fraction of a point . 

Yes, yes - all r ight . 

And you've got a French situation, which has been 
a change in the picture. 

~ell, would you feel v ery sick about a par and a half 
and double interest? 

No, I wouldn' t. 

"ell, would you guarantee it ovould go? 

No - I think it would go . 

(Laugbs) 

I think the chances are it would go . I'm more cheerf ul 
about 1t than anybody I've found here (Laughs) around me 

Yes, yes 

It t hat isn' t a seller 

.but isn' t that usually so? 

(Laugbs) Yes 
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Yes 

(Laughs) I 1m just a bloomin' optimist on this. 

Well , as compared with some others you are . 

(Laughs) Dut, of course you 1 ve got to discount 
the New York market on a thing like this, because 
i t's a thing where their profits are directly 
concerned . I would s ay the chanc es were nine out 
of ten that it would go all right. 

Yes - 1/el l, t ha t all ows f or nor mal human errors. 

!es - yes 

229 

(Spoken t o Secretary Korgenthau: Do you want t o say 
anything else to him?) 

Well - Harrison asked you t he questions I was goi ng 
t o ask you, which I always ask you; he s aid whether 
you ' d say that whether we di d par and a hal f double 
interes t - whether you' d soy you' d underwrite i t. 

No (Laughs) 

Well, I mean, will you s ay well, you were saying 
you'r~ ninety percent s ure it' ll go . 

~as, t bat's righ t . That ' s right, I think t hat'll 
jus t about 

Well, do you think 1 ought to t ake a one per cent 
risk? Or a t en per cent risk? 

Well , I don ' t know wha t I "d do if I were you. 
(Laughs) • 

That's t he trouble, I don't either. 

(Laughs) I'm inclined to think I'd play it a hundred 
percent safe . 

Yes 

but it's a very close question. 

Yes 
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l 11d I want to give you Just ray feeling about it, 
I think it1 s a very close question. 

Well, I think I 1111 going to go in the batllroom 
and I 111 ame out and aee what happens . 

(Laughs) 

( Laughs) 

Very good. 

All right. 

llliJr : All right. (Laughs) 

23(1 
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Secretary of State 
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PROIJ COCBRAll . 

-'231 

6 , 1937 

a .m. 

Thoro appears to be genorel agr eement in the French 

pl'o~s that the dec1s ions taken by the Govermnent yes ­

tilrday hur e a good chance of succe ss only providing that 

tho political atmosphe r e is appropriate . In other words 

thoro acoma to be gene ral agresnerat thtlt success could 

crom 1:he efforts of thl.l Adm inistk•ut i on if inve stors are 

convinced that Blum will not , o nce tho present financta~ 

r c'luirll!lents of the Treasury are assured, P' o?eed to 

ap)ly the ex treme pol i cies of h is party and that of the 

communi sts . 

Those vie ws arc stressed by practically all of tho 

n ewspapers of opinions of tho oppos i tion and most of 

t h ora\ e xpre ss regret that tho oxcollo nt t echnical moaauroa 
by 

agreed upon wore not occompon1od/adoquato social assurances . 

PETIT PARISIAn e xpresses tho view that from th.J 

s oc1Dl e conomic point of vi .... w tho ~noasuros doctd.:Jd upon 

give tho general 1mpross1on ot a homogene ous and soundly 

constructed cnsumblo . This pap~r quote s Plandin as stating 

Regraded Uclassified



U -2- #319, Mar. 6, 2 p • (Soc . 1) from Paris 232 

that tho progr am lR ~xcollont but that tho poli cy of 

tho Govornmunt must a l so bo changed and also stat us th~ 

this is tho gener al viov1 of tho minor! ty m(]'Jlber s of tho 

Chamber , 

Referring to this viow LE MATIN stresses that it is 

hoped that tho Go•1ernmon t will r oalizo this i n tho double 

intor cst of domestic and foroign poaco . 

ECHO DR PARIS points out that predictions of falluro 

mcdo by tho oppos1 tlon luvo como truo and that the cause 

of tho trouble was Blum's announced intention to modify 

tho p ros,.nt soci:ll r egime . It continuos t hat whatever 

may bo tho value of tho measures tokon yesterday tho 

on tlru p:··>blem r emains unsolved on:! that confider;co will 

only (F.~'D SE~ION ONF.) 

WI LOON 
CSB 
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Socr otary of State 

''loshington 

125, llarch 6, 3 p.m. 

GRAY 

London 

DKted March s , 1937 

Rec'd 11 : 55 a . m. 

FOR TREASURY FROU BlJl'TY.RWORTH . 

Commen t on the French financial developments is 

233 

in this morning 's London prose prodom1nantly of a non­

committal character: the measures taken are welcomed 

(the interest apart from loon is briefly passed over or 

i gnored ) but no predictions are hazarded as to their 

ultlmoto effect . 

There is still 1n the City tho confusion of cross 

currents but considerable importance is attached to how 

deftly tho French authorities conduct the patriotic 

dru~ beating over week-end and tho operations of ~onday 

aro looked to as of considerable significance. At the 

SMIO tlme it must be r eiterated that tho general pessi­

mism of past weeks has by no moans been dissipated by 

yooterday • s dovelopm~nts . 

Tho City's concre t o views soom to be limited to, 

(1) a beli ef that the French authoritiua will make ev~y 

effort to obtain the act ~ vo cooporatian of French bank1ng 
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and othor financial institutions 1n an att011pt to put ovar 

tho loan; (2) a boliut that a number ot French hoardora 

or gold 1n France wUl turn in tho mota.l tor caeh; 

(3) a boliot that whilo somo financial institutions will 

bo willing to take thotr prot1ta and ropatr1ato somo 

ot their funds abroad at tho proaont rate most 1nd1v1duala 

would 1n any case hold out for a rato close to tho l~gal 
limit, 

HPD 

0 
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Treas . 
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H: 

!GIJr: 
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HliJr: 

d : 

RliJr: 

Hello 

Secretary Hull 

Thank you. Hello - hello? 

Hello 

Cor dell? 

Yes, sir . 

Henry 

Yes, sir. 

Saturday 
llarch 6, 1937 
12:08 p .m. 

hello - hello? 

235 

Now, if I may read you the question which the 
French put to us and then the answer which the 
Attorney General has worked out, as I understand 
it. -

Yes 

The question is this: 

"Would the United States authorities have 
any objection if the French Government named some 
bank or rirm in New York, such as J. P. llorgan, t o 
act as the agent in the United States for the pur­
poses of paying coupons a s a proposed loan in cases 
where payment is r equested in dollars?" 

Exactly 

End of quote. The answer to t he foregoing ~uestion 
is as follows: 

"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 of the Johnson Act, nevertheless, the 
sale of the pr oposed bonds through Americans would 
violate the spirit, lf not indeed, the letter of the 
Johnson Act, and in consequence no office of t he 
Government could undertake to approve this or aey 
other measure calculated to encourage the purchase of 
the proposed bonds by Americans ." 
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Yes - What -
of non-resident 
aliens? 

nave they discussed the que•tion 
citizens, I mean, non-r esident 

No - no 

- sending coupons over there to get dollars? 

No, that hasn 1 t been r aised . 

Yes 

Now, did you see cable number 120 from Butterworth? 

Yes , I haven't had a chance to examine it closely . 

Well, no, there is one even more recent, 122? 

No, I haven't seen tha t. 

!lay I read it, it • s very short? 

~es 

And it sort of bears 
worth and it says -
at one p .m. today. 

.a.es 

on tbis . l'his is from Butter­
•Waley - "it was written 

•Waley - " - be' s the British Treasurer -
•asked during the course of a telephone conversati on, 
whether Washington h.ad sent word as to 

(1) Rhether or not the French authorities had 
approached Washington in the matter of the loan dis­
cussed i .n the telegram of March 5. 

(2) If so, what reply had been given by 
Washington to the French request to be permitted 
to have a paying agent in the United States and 
quotations on the American exchange. • 

Yes 

That's something that we didn't know about, American -
quotations on the Aaerican exchange . 

Yes, exactly 
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"Waley it seemed was ~ather mo~e surp~ised 
than pleased that France appa~ently had gone ahead . 
Be indica ted that this afternoon he had an appoint­
ment to see the Acting Financial. Attache or the 
F~ench Embassy . 

"Specific ~equest was not made by Waley, but 
it was obvious tha t beto~e be ba s the afo~e-mentioned 
interview he would ve~y much appreciate receiving an 
answer t o the above question.• 

Yes 

I then put in a telephone call tor Butterwo~th and 
f ound he ' d left for a week-end. 

Yes 

And which distressed me 

l es 

- t o think that Butterworth would leave London after 
sending a cable like this at l o ' clock. 

Yes 

And now be's gone 

He mu.s t have caught up 
English. 

Ve~y 

- in habits. 

Too pro- English, I think. 

Yes 

he must have become pro-

But, you see, the French have been leading us to be­
lieve tba t the Bri tisb agreed to all tus. 

Yes, I see. 

Well , they haven ' t . 

Well , this looks - Henry, at first blush - now 
Moore and Hackworth are sitting here, and Livesey -

Regraded Uclassified



( 

lii.!Jr: 

B: 

IIUJr : 

H: 

238 
-4-

But they haven ' t had a chance to express themselves 
much on this so far in our conversati on. My first 
impression would be that Just the creation, the 
establishment of an agency like that her e with 
nothing more seid about it, would create a def inite 
impression that Americans might buy and sell, they 
might that it was intended more or less t or the 
convenience of holders over here who might in some 
way get around the Johnson Act and - of course, 
all of tha''t would come within the - w1 thin the 
as you said, would come within the prohibition of 
the spirit, i f not tbe letter, of the Act. 

Well, now 

And I think the other would be of such minor conse­
quence that it would be - well, in the first place, 
it would be misunderstood and misinterpreted by 
the public over here . 

IIUJr: Yes 

H: 

HIIJr: 

H: 

BJ.IJr : 

H: 

WIJr: 

H: 

HIIJr: 

H: 

And the benefits they ' d get from it compared with 
the confusion that it would create - it looks to 
me like it sustains what you seem to imply . Now, 
wdt just a second and let me ask -

Well, may I -

Yes 

may I - hello? 

Well , if they haven't had a chance- why couldn't 
your counsels and mine get together and then I could 
meet with them at three o • clock this afternoon? 

'Nell, that would be ell right. 

Because I don't - I• ve got to go to the White 
Bouse to meet with those Governors at one. 

Yes 

I can be back here at three, and by t hat u .. Oliphant 
and your people could look over what we' ve got bere 
and if there ' s any 

Well, now, I don' t think it's necessary~!:~ -
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I ' ve got the thing here, it was just handed to me -
Yes 

and in - Homer Cummings bas added in longhand -

"The prinCipal question is - involved is 
one of policy and I have no objections to the 
proposed answer as set forth above. • 

Yes . 

Now, that•s signed by Homer Cummings. 

Well, that ' s along the line tbat I have just ­
you ond I have both just spoken, isn ' t it? 

Yes. 

Yes, I see. Well, I don•t think there is any 
occasion - I can check further witb the lawyers 
here and if the,y have anything new to suggest or 
contrary, then we can communicate - get in touch 
with you on it •. 

All right, well then supposing I leave it tb1s 
way. I will send you by hand immediately a photostat 
of what Homer Cummings sent me. 

Yes, exactly. 

lt I don't bear from you- if your lawyers don't 
communicate with Oliphant between now and three 
o 1 clock .. . . 

Yes. 

•.•• I'll take it they are in accord with what Bomer 
Cummings bas said. 

.t.xactzy. 

Bow is that? 

l>xactly. 

I'll have this ••• • • • • 

Yes 

Regraded Uclassified



( 
ll.l~ . Jr : 

H: 

H. At .Jr: 

8 : 

H. l.I . Jr: 

d: 

H.M.Jr : 

II: 

H. ll . Jr : 

B: 

H: 

B.;.t . Jr: 

H: 

H. loi .Jr: 

H: 

H.H.Jr: 

R: 

B. lf. Jr: 

- 6 -

.•• • thing photostated . , ,,, 

Yes. 

•.•• and send it over to you. 

Yes. 

Now I want to ask s ome advice . 

Yes . 

United Press put out a story which was more or 
less along the lines of I 1m going to approve this 
French loan, see? 

Yes. 

dow much snould I say to the American Press tha t 
we are going to turn the French down on this? 

• bat you approve the loan you mean? 

No that I - that I - that I do not - that I - ah -
that I disapprove their trying to designate the 
American bonks which will cash their French coupons . 

Oh that your disappr oval is established by this 
agency? 

Yes. 

Oh they 1 re on to that, are they? 

Well th~ ' re not qui te on to that but they 've 
gone so f a r - they put it this way - t be United 
~ress - that I •ve given the opproval •••• 

Yes. 

, , ,, .• to the French government of their idea of 
issuing this kind of a loan, you see? 

Yes . 

Ah - I mean l et me Just read you. It says here -
United Press - where is this thing here 
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•French political circles reported today that an 
agreement bad been reached under which the American 
banks may invest in t be forthcoming French defense 
loan without infringing the J ohnson Act. The report, 
not officially confirmed, said the agreement was in 
the form of an understanding between the Secretary 
of the Treasury and Premier Leon Blum . " 

Yes, well you could just say there was no agreement 
on that subject; that the French government is looking 
after its own financial side . You have no agreement 
on tha t subject. Wouldn 't that be all right? 

Well it depends on bow hard they press me . 

Yes. Ah - I don't see •••••• 

Well I•ll try not to throw them down if I can help 
it . 

Yes, the idea is not to throw any more cold water 
than you have to end at the sB.IIIe time keep in the 
clear . 

That's right. 

Yes. 

That' s right. Well now - so we understand each 
other -

Yes, exactly • 

•••• if your attorneys don't communicate with Oliphant 
between now and three ••••• 

Yes • 

•• • ••. I'm going to see the French this after noon and 
tell them that we cannot do it . 

Exactly. 

But I will do nothing until three o'clock. 

All right, thank you, Henry. 

I thank you. 
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iJr . Burgess . 

Hello . 

Uello sir . 

IIE" rcn o, 1937 . 
U :Ltv p . m. 

llo do you reel , Burgess, now . 

ell 1 1 11 be content with anything you've d ecided . 

n~t? 

d v" you d eci<ied yet? 

l" , pur f or par . 

1 'tniM th;;.t 1 s •'lise . 

Pur f o r pa r . 

1 1m - I ' m il<ippit r t<bout t.nat ~hfln I would be about 
tntl otht.r· . I t nink thE: other wes <lull. 

y.,s . 

out 1 tnink tnis ncs - tnts looks better from the 
point ol vie" o f th~: mt. rk.e t t.n:i it loolts gener ous -
it loo~s 11xe a bit. proposition r ltber tha n te6se­
... br i:l,! - •-n" t nere ' s t ots &ooitioru·l tning to be 
s1 1!1 for it . 

Yes . 
rn6t you ' re o ffering re-scUers just tne same terms 
tnct you of1ered in uecembE:r . llo" money for money 
m sn' t cnan1:ed very mucn s i nce December r ea lly . 
1 s ~ m~tter of f uc t s nort r~tes e.re higher than 
they were in December t.nd , whi le the long r ates have 
been just a fraction be t~er , the money condition 
oon' t ret. lly justify much chulltle since December . 

An-m • 

So - so I thi:ut yo~o 1 re . ise. 
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.<ell, LS J i:Dmy Nr.l.Kor s<ys .vitb a little paraphrt<se, 
"! hope tney •ll love we in llarcn a s they d ia in 
December . " 

1nut 1 s right . (leugns) ,/ell I feel perfectly happy 
l bout tnis . ""a I'm sure 1 t 11111 wor k • 

. '.ell Goa you oueht to feel lui ppy a bout this • 

(UU(.nS) 
' 

11 tnis aoesn 1 t SLtisfy you tnen- tnen- then I 
.;o\.J.d send yo <.~ to toe cioctor . 

( lr.ughs) 

:iell I just - I knoR it ' s to1n!'. t.o be very good but ••••. 

Y ~;s - ,;,,ell I • m af r aid ot' the other - tna;; some of them 
Noula nave said, w,•; e 11 he ' s cut t.ing 1 t a w rul thin v nd 
ue ' s doing things in a small wa y ." 

Yes, well if you ' l l give me a sinele piece of g ood 
neHs this morning I ' d - I ' d huve done the other . • .• .. 

Tn10t 1 s r ight . 

.••.. but you c ouldn' t tell me anY t hing good . 

No - no - did anyboQY else tell you anYthing good? 

llo . 

(l~uehs ) 

No . 

Hell that ' s the trouble . 

Yes . All r ight, we ' ll get out the Wires and the 
worst that can happen is thot I Nas an e osy mark , 
that ' s all. 

That ' s rit;nt. Thllt ' s dgut. ;/ell, it ' s a lot better 
to be safe tnan sorry . 

J.oe city boys t ook me f or l ride . 
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(lbughs) 

Just a boy fr om the country. 

All r ignt, sir. 

0 . 6. . 

·•e ' re rignt with you . 

~>11 r1gnt • 

../ 
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u aterdall, llederlaM, llarcb 6. 

Arrived at Bane with~ three boys in tow Fri<le;y, l'ebruar;y 26. As 
t he ship sot io late we spent the night in Bane, goi'!li up to Parie the 
next cla7. llblle at Ba..-re we locked into the n!sht lite io the abort time 
&Tail&ble, baTi'!li a nice Tisit at the C&fa des l'l11UJ"81 the reported nar­
COtiC tratticltors1 rendeZTOUa. Our friand .luguat, supposed to be the 
ouaber one supplier for the port waa not praseot. lie bad a goo<! talk 
rlth the Consul (liUa;y, not the - one aa at Antwerp) . Ia also con­
terra<! with the <lirlsional chief or the French Surete. fbe Coaaul ia 
0 . J(. and anxious to help. The Surete aan, Cbauvonot, is also intaraate<l 
and •Willi to halp. We went ioto t he intoroaer situation, and will be 
able to do business there. 

At Paris I turned the boye over to llait. lie bald a conference the 
first <lay, all of the nar cotic men of Wait' s staff bei'lli present. I 
presented the doctrine to tbe bo;ye that what we wanted· was inforoaatiop 
that would lead to seizures. Some of them saeJOed a little surprised 
thD.t we should t ake such a severely prectio&l rlewpoiot, but they got 
the i dea and I think will get down to brass tacka in tba t <liraction aa 
I intiaated that a prbate score would be kept with regard to all agents, 
said eoora being cbalke<l up on resul ta. I think we will ban soaa good 
infonoers 11:led up nr;y quickl;y. Onl;y about t600 ot Wait's first $5, 000 
allotaant tor infonoation bas been spent ao tar. I told tbela we could 
get t 2s,ooo it necaaaar;y. 'llait is a tira t-clasa IWl and gla<l to gat tu>:;f 

balp we gba bia. Be i.e also bigbl;y intalllgeot. 

I baTe rUD <lom bare tor a taw cla7a to a" IUa;y, a t Antwarp, tile 
Conlllll. at u aterdara, the IUD.ieter at tl>e &cue, and Eint-bonn, the 
Chief ot D&rcotic entorc81118Dt in Bolland, wbo 1e at Rottar<lall. I have 
Schutt with 1118, to a1Te b1.ia experience 1n contacting Europeane. Scbartt 
1e a gOOd aan and will pro<luca resul te. or course, be ia a fish out or 
water right now, but is adaptable and intelliSent. 

Cbriatidee is fair 01aterl.&l, but sadly laoJt1ni io experience. We 
have diepatobed bill to Greece and Turk117 u.nd.er temporary chaperonage or 
Violett. 

Stuhldraher ie a aart, snapP7 bo)", &leo antiral;y ioaxparieDCed. 
Row&Ter, be is tollih (io spite or cbarubic look) and a go-getter, I 
t.biok. Be 11 laa'riog for Garwan;y wi,tb Beare ~. 

- le calla<! BiraiDgbu 11p to Paris tor a conference riSbt awa.;y. Be ft-r .......... w ......... , ...... ""' ~ ................. -
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tJ.aoat fllnnT. We brought Ida dow to 'braae t&cta tbe eecOIId da;l. Ia 
odal.tted be bed bMil ~. but aaid be DOW na read,7 to p].q bell. 
The Paria aaa•bl7 or narcotics be talked eo IIUOb about, I aa aha14 
na •ore in hia a1nd then &JilWbere elM. Bo,..nr, be aa1d be will tall 
ua ao11e real dope about it wileD be can tind out axactl7 where the nar­
cotics ( 65 poUDda-to be concealed in a &boa ahi)aent) r eallJ ia. Be 
aa;ya it ia at Antwerp. We told b1JII to t i lld out ao11etbing concrete. 
We can use bill, but be is inclined to be tellperuental aDd did not re­
apcod Yerf beart1l7 when we talked about the &dnaabUity or gettini 
19huree inetead or general information a~ t.300 a -th • 

• 
11ll ealld 70u another report in a raw daJ&. 

C~rio and beat regards, 

P.S. Sent 70u a cable about llr. Bullitt•a arrin.l in u. s., and 
the tact that be should be a help i n getting better cooperation troll 
State. 

PP.S. Here is the lowdown on St . Pierrer Two subordinates in 
Foreign and Colonies offices bed it cooked up to put through the deorM. 
(It l ooked Uta the belldiworll: or llora.ae or St. Pierre.) Bullitt ened 
the da;y by going atr~bt to Pr&llier Bl1111, who knew nothing about it • 
.lleo, Delboa bed been kept practicall7 out or the pieture by his sub­
ordinates. It goes becll: to tba nait ot the Inapeotor General to St. 
Pierre about a year ago where the oc'-e 11110 cooll:ed up. This -
Inspector General ne behind the sc~e or putting tbe decree o.er, 
while taeping tbe b1& chiefs out or the pi cture. 

\ 
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!.larch 6 , 1937 

Present : Ur . Bell; Ur Taylor: Ur . Lochhead; Ur . Gas t on; 
r·· . Oliphant, Ur. Opper and Ur. George Harrison . 

Aft~r the Secretary returned to his office from 
lwnching and mert ing with the President and the s1x 
c'vflr nors 11ho are ht>re on r elief cattere , the Secret ary 
~~ 1<t , "They accused him of say 1ng for the last few yearo 
th t. ht would t ake care of every hungry me.n , every unem-
1Jloyod man . He would have to live UP to it. He said 
n l t hing. They said th"t when any unemployed are laid 
J:l'f , t.hey will go to work for the State . Vlhereupon tho 
?retldent tai d , We will have enother meeting and ~opkino 
tnd t:1e Secretar.i of the Trel'cury will look it over and 
see wl\• t. appr o:!)r1etlon5 M<1 what coney ••e have and reooc­
• ~"' 1'\"l:a t ::2:m~y we can transfer froc ot.her agencies to 
·o,;>%inF . I oaic , !!!". ?res ident, when you make your 
:t'or~•l stat.cment \'\"ill you also add the Director of the 
3u1·~t , because , after ~11 , that is not cy Job. After 
all , I t~~e the eucs you need to raiee and go out end 
raise t hem, and so I thL~k you ehould include the Director 
of the Bude~t . 

"Then the Governors had us f or one hour afterwardo 
"!'ld they were pretty uglY and t ried to get Hopkins to say 
that pending that , he would not lay off any more peopl e. 
uopkine sai d , The only ~orscn who can eey that ls the 
?resid.ont. 

"I told him that you and I -- tha t i t would t ake 
Dll'ybe one day or three days or a week, but we r.ould go 
·v.r t.he appropriations and. would reco=end to the ?rea­
dent what add~tional !unQa we could transfer. They 
Rc~ed Hopkins,~~ ouch do you need7 He se1c $125, 000,000. 
He h~dged that by saying, ' I ~on't ~o~ ~hether that 1s the 
t1sur~ or not; that rJ1JS be too hig.~ . I can' t sey . • I bad 
f' ll I c~uld C.O t;, control cyeelf !rom saying, •How Cl'n you 
~1L ther~ , ~. President , an~ say DCl1 and I will wr i te t he 
ticket. 1 But we will , Den . 

"l?e want to first get from HIU'ry how much more money 
he neede . Knowing that :t'1gure "" will say, 11e w111 go 
through some of llr . . Rooaevelt ' a pet pr oJ ec t s. And I 
know \YhRt they are and we will show the things that can 
be transferred, obli gated or unobligated, and we will s t art 
wl th land. • 

Ur . Bell's coClCient was , "There i sn 't $125, 000, 000 
A":' ilable anyhow. • 
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Th1B material waa used by HU,Jr at the Conrerenoe 
with the Governors held at the Wh i te House today. 
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All Belle! and lel!are 

Jederel J'unda Only 

'l'houaande of Dollar• 

.rul7-Dec. Jen.-.Tun• 
19)4 1935 

JU17-lle0. 
1935 

Ill1D01a ••• ••............... $51,242 $55,173 $56,891 

Maaaacbaaetta • •.....••.••.•• 29.1>95 37,889 }5.32}• 

Miob.ipn .•...••••..•..••.. 0. 27.914 29·373 28,664 

1 .. York: •• ••••.••..•....•.•• 100, 8)4 uo, 26b 1}5.024 

lho4e leland • • • • • • .••...•... 1, 715 1,901 2,460 

llaoonai.D • • ................. 20,401 24,028 17,998 

Jew York City - OnlJ ••••••• • 71.440 82,374 105,419 

•1Xe1uding Reaettl~t Ada1o1etrat 1cn. 

I neludee Y!Rl, WPA, Soelal Security, and Raaettlaoent Adgin1etrot1on. 

Jan • .,..... 1'417-lleo· 
1936 1936 

$7&,266 t 72,000 

51. 799• 52.9n• 

40,772 37o752 

185,814 179.031 

5.6}1 4, 755 

32.518 }2, }85 

133.788 129. ~1 
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Il.lillol• .• •.. ................. 

Maaaacbaae\\e ••.... ..•••.....• 

lllcbi.p.a ••.•..... • ..•.......•• 

1 .. Torte ••••.•. ...• • .........• 

Do4e I al.aa4. • • . . . . • . • . . . . . . . . . 

W1aooua1n •• ••• • ••....... • ....• 

00"""""' :DIIIIG:act .DP:aDI!Illlll 

All l'o~ aD4 leltare 

Jederal Jlmda 01117 

'rboll.eanda of Dollara 

J'ul7-Jlec. Jan.-June J'ul7-Dec . 
1934• 1935° 1935 

$65,&18 $64,493 $78,952 

38,3>4 43,964 53.103 

33,071 J2,46o 46,056 

117,613 125,81& 177.496 

3,013 J,8S5 5,448 

27.913 29, 2&4 JS,207 

.Jan....Jime ol'lal7..Jieoo 
1936 19)6 

$99.159 $106,196 

67,21.6 6&,106 

56.JS> 5:5.579 

235.937 226,710 

8,587 6,925 

41,289 50.910 

Includea All .llelief ftlld lelfare, Pn, CCC, Other Jedaral ProJecta, aD4 Mhc • .1.4a. :bpeuea 'Uder 
the Works Prot;raa. 

Jxelud .. Jle&ulal' Qo ... ......ntaJ. CoutructiOD, JlrC, 

•Includes so,.. a..U ~Dh undar ocricultural prog:nma. 
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TREASURY DEPARTMENT 

INTD OP'Plc:& COMMUNICAT10N 

...... llareb 6, 1937 

TO 'l'be Secretaey 

~ ,.... Lliae Lonigan 

At t tLCbed are three tnblea abowinc 

l!:xpenditure a unde r all relief and eaergancy work 
prograu for the whole United Stetea. 

E3penditurea for relief and welfare oaly - for 
a1x 1n4nat!dAl Statea. 

!Xpenditnrea for relief, welfare, and eser€0ncy 
worlc - for aix 1ndUJitr1al Statoe. 

!rheae tl\blea cover the two and one half yaara from JUly 1934 

through December 1936, by six-~nth periode. 'l'he first t wo por ioda 

precede the e a tablisbment of IPA, the last three periods include 

ope ratione under the liP A Prouam. I n all lix Stat eo end t he United 

Statu e:q>endi tnree have been ney l'Jlcb bieber Iince IPA than before. 

lederal e:q>endi tnrea on all work Md welfare progra:>S 1n the 

Unit ed Statu were onr 50 percant bieber in the T.,... 19:;6 than 1n 1935· 

lxpendituree ill the l&l!t a1x ooonthll of 1936 were abnut 75 percent 

bi01er than in t he last e1X 1110nt he Of 19)4, if allowotnce 18 !Mde for 

differe~cee in repor ting separate progreoo~e . !:q>endi tnree 1n t he lut 

s i x month• of 19)4 i ncluded a half billion dollar !Wid for drougbt 

r elie f . 
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• United St&toa 
Ill 

N J'ederal. -· 01>17 

'rboua&nda of Doo11&ra 

July~ac. J11n. -June July~ec. Jan.-June M:r~c. 
1934 1935 1935 1936 1936 

J'DA. •••. 0 ........................ 0 ••••• $710, 005 $556,439 $50~· ~42 $25.300 . 2. 716•• 
IPA. •• •• ••• •••.••• • .•.•..•..•.........• - - 25 • 53 1,o49,149 1 ,019,411 
loo1al Security Grant• ••••••.•••..•.. • - - - 25.092 6S, Z51 
lleaettleaent • ...............•......... - - 21,154 113, }64 75.2011 

!o~ Belief &Dd 'felf&re ••.••. . 0000 •110,005 $856 ,4}9 $7111,349 .1, 212,905 $1,165.~ 

PV. 
1933 .t.et .. ..................... 0 .... 188, 667• 12), 577• l)O,o68• 76, 820& 71.685• 
19~ .t.et ......... ............. 0 0 .... - - 28,137 105,118 93,077 
19 leYOlTing JUDd • ••• • • • •••••••••• - - - - s• 

ceo- 1935 and 1936 ~eta ........ 0 •••• • 96. 398° 101.154• 282,211 212, 3211 1111,9119 
~1 Other J'eder&l ProJects •••••• o.oo• • - - 134,543 215,972 299. 1!67 

ieSQl&r Oovernment&l Cone truction • •• • • 3, }87• 7,1)0• 19, 76}• 31.354• 7~. 11119· 
uc . ... 0 •••• 0 ••••• 0 •• 0 •• 0 •••• 0 • 0 ••• 0 •• 9. 50}• b,29}0 5. 1!0}• 5. 710• . ~1· 

'fotal lllergeney Emplo)'llent Progl'Nlll $297.956 $238,154 . 6oo. 525 .6lq, 798 $7)2, 91D 

Kiec. A4Jm, Jxpenan - 'fori<• Pro&J'NI - - 9, 648 20, o69 21,596 

GraAd !ot&l - 1'orlr and 1'eltare ••• $1,007. 961 $1.094, 593 $1, 391,522 $1,880,772 .1.920,2)2 

Source: n:a.t. Obl1ge.Uone Incurred and Soci&l Seeurit:r Grants - direct fro• the agency 
P1J. under the 1933 ~ct and under t be 1936 !!evolving 'Pund, Be~ Go ... rDMDt&l ConetrucUon, 

end l!JC - u.s. Bure&U of Labor St&tietico 
Ul Others - 'l're3JIUl'Y Departaent 

•P~ roll• only. llltcl.Uliea coot of o ... r het\4 and -ter i&lo . 
••Current ~enta ~roo earl ier cranta no t inclwle4 in July 1936 can4 later. 
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TREASURY DEPARTMENT 
2ss 

..... llarCb 6, 1937 

"' 'l'he Seoretar:r 

,_ 11111 Lonig~Ul 

J.t tached are three tables ohowin& 

lxpendlturea under all relief and 1111erceney worl< 
proua- !or the whole United Stah•· 

Expenditures tor r elief and welfare only - !or 
lix indulltrial States. 

Expenditure• tor relief, welfare, and e•erg$!ley 
worl< - !or ai.x induAtrial Statea. 

'l'beae table• cover the two and one Mlt year• !rom July 1934 

t hro\14h December 1936, by aix...month perioda. 'l'be tirat two periods 

precede the establ ishmen t o! WPJ., tho l&at three peri oda include 

opera tion a under the IPJ. Pro&rBlll• In all aix Stateo and tba United 

St lltea expenditures have been veey w ch hipr dnce liPJ. t han befor e. 

J ederal e:z:>enditurea on all worlc and weltare pro61'8"'• in tba 

United Statu nre onr 50 percont hieher in t he year 1936 t han in 1935• 

lxpenditurea in the last aix nontha ot 1936 were about 75 per cent 

hie;har than in the laat aix nontha ot 1934, it allowance ia .ede ! or 

difference• in report ing aeparate procr&m•· Expenditure• in the laat 

t ix =ontha ot 1934 included a half billion dollar fund !or 4ro\14ht 

rel1et. 
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OOV!IIIIIIZ!i'l' DIDGIICT DPJIIDI'l'tliiiS 

JDA . .. ................ . .................... . 
DA . . .. . .............. . ..... .. ....... . .... . 
loo1al Seourlt7 Granta • •• •• ••• • •••••••••.• 
Beaettl ... nt •••••• . ••••.•••• o o • • ••••• o o o o • 

!otal B.11et and le1tare 

Jib. 
1933 .Act • • •••••••• 0 ••• 0 •••••• • ••••• • •••• 

1935 .let ••••••••.••....•..•••.••••• ... .. 
19)6 a.YOl YiDC JUDd •••• • • • •• •••••••••••• 

CCC - 1935 aD4 1936 .leta •••• ••••• • •••••.•• 
All Other le4eral ProJect• •• •••.•••••. •• •• 

~ar Oo•e,.,._,tal Conatl"llcUon •••.•.•.• 
.arc •••. •.•....... •••....•.. 0 0 0 ••• 0 •••••••• 

lilac • .t.dlm. Kzpenoea - lorka ProgriUD 

UM.ted Stat .. 

~oouaenda ot Dollar• 

.Tul;r-Dec. 
1934 

$710 ,005 

$710, 005 

166, 667• 

96.396• 

J , J67• 
9.503• 

$297.956 

Jan.-June 
1935 

$856,439 

$656,439 

123. 577• 

-
101,154• 

l ,1JO• 
. 293• 

$238,154 

Orand Total- lork and leltare • •••.• $1,007, 961 

Jul:r-Dec. 
1935 

·~·542 
,&53 

-
21,154 

$781, J49 

1JO,o6s• 
28,137 

282, 211 
134,543 

19, 763• 
5. 1103• 

$600,525 

g, 646 

$1 . 391.522 

Jan.-Jim• Jul:r-Deo. 
19}6 1936 

$25, JOO .2.716•• 
1,o49,149 1,019,411 

25.092 68, 251 
113. 364 75.2011 

$1,212,9<)5 .1,165,656 

76, 820• 71. 6115• 
105,118 93,077 ,. 
212,11211 111, 919 
215.972 299.1167 

31.354• 7~. 8119• 
5. 7100 , 'J07• 

$647.7911 $732,9110 

20,069 21.596 

$1,860,772 $1,920,232 

Source: ~ Obl1gat1ona I ncurred and Soci lll Security Granta - direct t'roa the &GOnc:r 
Pl.\ under the 1933 .\Ct M d under the 19}6 llavo1•1ng J'und, llasul&r OoYernmental ConotrucUon, 

and iUO - U. S. Bureau of lAbor Stat\at ice 
.Ul Other • - Tr eaaury l>e'pnrtaen~ 

•Pe.)" roll• onl:r. EXcl.u.d.ea coat o f oYOrhe.M and mat er1Ala. 
••CurT• n\. ~nt.a f"ro~ ..u-l.ler c:ran\.e tV)t. 1ncl.ude4 ln J uly 1.336 and l •t.e r . Regraded Uclassified
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N 

IlllDOle ... .. . ................... 

.......... u ........... ..... .... 

IUc:hl.pn ........................ 

~ York" •••••••••••••••••••••••• 

llbode 11131>4 ..................... 

Whconain ....................... 

low York City- Only •••• •••••••• 

J\lly-Dec. 
1934 

$51, 242 

29.695 

27,914 

lOO, I;sb 

1,715 

20,liol 

71.4llo 

•Xxe1u4ins Reoet tle=ont Adminiatrntion. 

All Belief an4 Welfare 

'l'bouaanda of Dollua 

Jan, ..June Jul:r-Dec. 
1935 1935 

$55,173 $56,891 

37.889 35.323• 

29.373 2a, 664 

110,266 135.024 

1,901 2,46o 

24,028 17,998 

82,374 105,419 

l ncludea Y&RL, 7PA, Social So~r1ty, and Reaettloment AdminiatrAtlon. 

Jan • ..June J\ll;r-Deo. 
1936 1936 

$76,266 $72,000 

51.799• 52.9n• 

llo. 772 37.752 

185,8111 179,0)1 

5.631 11.755 

32.518 32.385 

133.788 129.891 
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Il11Do1a • .....•.•..... • .•...• 

U..aacbuaetta •• •....•....... • 

Michlpzt . . . ............ 0 •••••• 

lew tort:: • •• •••••••••••••••••• 

!bode lal&Dd •••..•....•.•••.• 

11aco.D&1n ••••.•.•••• • •••••••• 

OOl'ZIIIIKift l!!rrBGJXCT IXl'mllli!URIS 

i.ll 'lforit and. lreltan 

'rhouaande ot Dollara 

JUJ.;r-Dec. Jan.-June J"ll:r-Dec. 
1934• 1935• 1935 

$fl5,61S $64,493 $78,952 

38,204 . 4),964 53,103 

33.071 )2,46o 46,()56 

117,613 125,816 177 .1+96 

3,013 3.885 5 ,llll8 

27.913 29.264 )8, 207 

Jan • ..J'wle 
1936 

$99,759 

67,216 

56.380 
235,937 

JUlJ-Dec. 
1936 

$lo6, 796 
6s, eo6 

53.579 

226,770 

I nclude• .Ul Belie! and 'leltare, Pl'i., CCC , Other Jederal Projecta, ftlld IUac. i.d.an, :bpen••• under 
tho lfork e Program. 

Exclude• Regular Government&! Ccnatruction, RPC. 

• Includeo ooce ocs.ll ~enta under I'IO'ic:ultur&l prograt~a . 
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,.IEDI:RAL R£SERVIt B A NK 

01" NEW YORK 

E CORRESPONDENCE o .. n 1
• * 1- lll'f 

SfJBJCCT !P "_I QAt 3"'tf' WJft 

BAUD-'t!L 

.... hl'- ..u .......... .....,. .. 1-"11 ., 111M, u 

be Aiel. ftllll• nv thll'e ,_. .. ,._'-A •• Ute -=•· llutl-'• 

ba4 'b .. a&NOI'tlauilT Ddftal •• 11btll DOna1111111th n.rl1al ta 

Part• llod.lll n lO'r 1/18 wcl .. u .. , 1a La._ u •. .., 1/f., 111th 

the -*-' •• 'bd.lll a., ... taker. Jolleq ..... 1aol1JIM '- Ulro 

Q tllelr atM. u tu u thldl .._. --• ••• ..... '- .'bo 

a ..,- .U...Uil liMit polllU• wld.ell _. Ultl17 '- ll:eep the ~ 

kn rat•~ n.utT fer tho a.n ~or .atu taT•· An• •••• 

their t=11S.de fe\ure IS ld ....... ,_ wb-'hU' ._ _, r'a-.. 

1.- WI a •••••• If 10, 1' -UAI 

if DOt, be tiel DOt kaow wtaat walcl NIP• DOr 414 be llkl to Vl1all: 

of tho ,....... tile t~llll• •• ~· -•• wu U!.M tile h'aeb Oftren­

-'' 1 ll• ,.Uq W 'boa eo Ndl7 •roe••od. Caripll •••ld -• 

or loll. MUlti .. 111tll taae ..,. tbtal• ._. •• far •• U •• po111l~1 

tor b1a te 'be 1a a roa 1 M'e n--o It cacl n taae -••· 

llolteD taa• •*• •• W'blthU' I a•• ~ rouU=• h ii'O u.n 

the ..-alae of norl1al. 1 HJliod ._,, 1ll -.:r op11l1oa, the wun••• of 

the U.lial ISM 4lutaC thl l&n t• Qrl ~ M1nly ~~-- ... lo Uo 

ftnt of all, •• rurnoet1• ot wtaa• h&,_od 1a -...-.., 

ew the ~-- ~~~-· ... •1 _....... .U tbat UD0 

.._lial ....... ,_ elrlMIIt' &.01 te f..IO ecl __,. peop111a tile-*-' 

.. • ... ____ __. .... , • .s.i~ -·--· ..-14 talitl Jlaeo 1t •• 

~ . 
···- ··-· ·--,........ tile otllU' roa.- ... a clellll'l • •• ,.n ot uao 
,.... _. II ----• 

t t ...... _,el ... • -. _,. te ... ton te ~a•• 
........ 0 - 0 - ·-
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ORRESPONDENCE 

eo~nDUUJio nr.ll 

L.-W. 'lll•ko 

~EDERAL R£SI:ftVE BANK 

C>:!' Jtr\EW YORK 

OAnr•na e. 11M' 

SuaJc:c~l ••t ••n• 

" 
-I-

... 01'. ,., •• 

.,a1111t ~· ,oa.tlrllJ.v of .ar lrr • .,. ~ 1\a 1e1d ,n ... 
Bolton r.plle4 \ha' bo al• W beu.t of the 1ntv _. nrlJT ., ..... 

with •• •• t.o ~• abiU'drloa• of the upw.n. I 1aCII1n4 Wbnller U 

ft l DOt tl'lle that WON la4 WON .-Jle 1Jl .. ~ b ... '0 feel tbd 

at\tr ell aterl.1JIII at or ..,._, the , .... _. 1wel ~' wot be O't'V­

nlued 1.D t.aa of the .. nu ... 1._ ...,Ue4 \hat \hat-. adGIIIM--

•• talke4 --t -· ... ~. ot rr.tlh -· abroe4 -· Boltea 

tboucb' there •• wo ._., ba' that the ~. -. -~• •• fu u 

1a ltv11Jll, 1Jl lol4 Ul4 1rr I UUoa. Be _. 

aot trflltal, bowwer, to naan a ,. .. , •• to •• total __ ,, .... , 

eta~ 1114 ._, all the -• \ha' hall ... ner te ~._ t'n. Pula 

111 tbt lut r..r _.... hall ,... 1ato ftMka or •• -oeuuuu. ne 

total ot l:naab QJiltal all a all. bo U..,b,, •• &400,000,000 apart 

t:o. uoo,ooo,ooo kep~ · tra ~-- alaae 1a 1•14. •• all tb11 ...,.. .. 

IIOYi.Dc, he ttnp' .. wn 101wc to aoo- ratber ..UYe u. ... 
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-

PAilAPIIRAU or fu..aAII UGalYID 

ftlOIIa ... , ... --. •• ,, Lou•, "'il•M 

DATil lluell I, 19Sf 1 1 p ·•. 

IO.a Ul 

J110M IIU'ftlllWOilftl. 

FOR TIUAIUR'f. 

llllleJ altM, lliii'Uc \lla o~ae of a te1e,laoae ooa­

., .... auoa, wlae\llw 'llaalllJIC$• ~ _, Wlllrll a• \0 

( l) Wlle\ller or ao\ tile hOGoll w\llor1Uea ._. 

~~pproaollM Wa.Obc\ .. 1a t lle uuer of tlla 1 ... cl1M11UM 

la tlle ••1....- of ~&rell a. 
(a) It eo, wlla\ replJ llall "•• at•• liJ 'llaeblactoa 

to \lie heau req11ee\ to w pen1UM to lla'fa a part• 
l\iiA\ la \lie llal\ell ltaha IIAd quo\aUooa OD tlle Allertou 

uoauae. 

ale)' 1\ . _.. -.a rUber aore ~h.C thaD p1aaaell 

\.bU Fruee appueaur ha4 pae all•«· •• 11141aatec that 

thh at\eraooa lae lla4 u appole&!•' t o ••• . the All\1 .. 
• • ~I ~ 

rtnanalal U...U of tile ,.,._. llllllll'-" h....,. 
1p .. 111e requee\ W&ll 'o' lld~"'J,.. wa1.,, '*' u ... 

JQ, . },"J..~t 
ow1011e \U\ Mtere lae llaL Of..,• 4~ • •Uoaell 1atllftl1w 

.......... ""' ~, 
be ~4 • .,., -• a ppreetate "1~ u ..... ta tile 

U.We qeeauoaa. 

BD.wl. 
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PARAPHRASE or TEI.ZCJUK RIOKinD 

PROM: J.merioan J:abauay, P&ria, J"rance 

DATE: March 6, 1937, 1 p . m. 

NO . : 318 P'ROK C OOHRAN . 

Very ner.roue uno!ficial exchange t reding thi& morning; 

the market was thin; until operator& eee a. ~tore clear 

outlook they are hea1 tant to make deale. I was told by 

a aarket contact tbat the J'rench control oparated inter­

mittently againut starling and a fa1z amount of pound.e 

had to be yielded to bring t he rate down from 10 8-1/8 

t o 107-3/ 4 and t h an to 107- 1/ •. Bida for forward fl'anc . 

I ha•e spoken with eome bankers, ;who feel that 

there 18 still conuiderable ruerve toward the new program 

of the Goverllll8llt . I t 1e their opinion that e•erything 

will depend upOD. the succeea of the l oan which opene Monday 
the tara• 

nt ni ne o ' clock,..-/of which ba•e not yet been aade public. 

I bad a t elephone conYeraation with Jacobaeon of the 

BIB. The iaportance of the loan was alae atreased by hia, 

and he thillke patriotic appeal& will ba•e to be depended 

upon considerably to make a euoceee of it . Jacobaaon ez­

preoeed regret ovar the technical unpreparednese which baa 

been d i ecloaed by the French fin&DCial deYelopaents • 

• t.t ten o ' clock t onight I p r oceed t o Basel. On Monday 

morning at enen o ' clock I wi ll be back in Perie. 117 

t elephone number in Baeel toaorrow will be at the Hotel 

WIL~ 
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llarch 6, 1937. 

"rlould the United States o.utboritioo J-nve any objection 

it the French Goverrunent nllllted some bank or. firm in Jew Yor k, 

such ae J . P. IAorgan and Company, to act aa the agent in the 

IJnited States for the purpose of ~g coupons of the proposed 

loan in caGes •hero payo:nt is request.ed in dollars?• 

The ner.er to the foregoing queation is as fallon: 

ll'bile the designation of such an agency and its later 

IJI>Ya.cnt of coupons from funds theretofore put in its bands b;r 

the Froncn Govornment might not be n violation of the J ollnson Act, 

nevcl'thelees, the enle of the proposed banda to Americans ..-ould 

rlol ate the spirit if not , indeed, the letter of the Johnson Act, 

u:d, in consoquence, no officer qf the Gov~nt could underteke 

to approve this or any otber aeaeure cel.cul&ted to encourage t he 

purcbaee of the proposed bonds bJ Aaericane . 

263 
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......... u.r 

., Mal" ... • • ..... 1'71 

file ... ,,A'J laae U'll I 

IDe too c«l4 J"OII a pllo\odd 1GPJ 

ot ~ "\ol'lo4f • ml'c N1'• 
- ~_.nl.-la I •ae 

wl\k .... Jl%1111 ft '~ 

t•snrcU »•••· 

1'1'1.--. II vl1'7 

!be -ral:al.e 
1M •• • • .,. ~ ..... 
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!.larch 6 , 1937 

HL! , Jr called the President nt 12 o ' clock today . 

He sn1d, •on our financing , we worked on it and 
Mve decided thPt t hiS 2~ which wo brought out 1n De­
co mber , we would give those people t he right to convert 
tn~o t hat. I am prict ng it a little extra sweet be-
e use there is no sense 1n t~t1ng any risk with the bad 
sl~uation abroad. I Just didn ' t see why we should risk 
1t . 

"As to t he French t hing, I have h eard the que£tion 
en t hP anewer 6iven to us by the DepPxtcent of Justice. 
: :nan• rcp,d it to ~ull and he Gl\ 1d if he does not call 
~e b~ch r.1th1n an hour , to go ahead . In this thing 
th y 11re proposing to get out e. loan on t.:onday, the 
coupon to be payabl e in either pounds , dollars or francs, 
wher· ver the holder would w1eh to cash the coupon, - - a 
10 ye>Rr 4·~ bond and open end, oo v•o do not :mow how many 
t hey 17111 eel. This is t}l c question they have put up: 
' Woul d the United Stat es aut hor\ties ho.ve any obJection 
if the French Government named some bank or firm ln New 
Y.> t•k , such as J. ? . Uorg11n and company , to act as the 
'l, ,~ nt in the United States for the purpoee of paying 
c.l\1pone of the proposed loan in cates r.here payment is 
r equested in doll a rs ?• The P~eeident ' a reply was, "Yes, 
'II'S would ." 

The Secretary then said, "The Attorney General s~ys 
·~•1le the de&t gnat1on of such an agency and its later 
paJcent of coupone froo funds theretofore put ~n ~tz 
h·~~~ ~y •he ~ench Governcent =iSht ~ot be a v!o1At1cn 
~! t he Johnson Act, nevertheleos , th• s~le o! the proposed 
bonds to Am~ricans would v1olrte the sp irit i! not, indeed, 
t~e le~tPr of the Johnson Act, ~nd, in consequence , no 
Jff1cer of the Government could undertake to ap,rove this 
or eny other measure calculated t o encourage the purchase 
o! t he proposed bonds by »l~ricanG '. The Attorney GenPr al 
hno handed a postscript 1n h18 Ol'ln handwrit ing as f ollows: 
'The pr incipal question invo l ved is one of poli cy nnd I 
h~ve no obJection to the pro~ed answer as set forth above ' 

What the President aUSbeated waa that as a nice 
gesture , ,.e point out to t he French that if the firm 1n 
Parle of Uorsen EarJea & co. 1a entirelY ccpera~e f r oc 
t.he Uew York nrm of J. ?. :Jorse.n & co. that t.he French 
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use the ~orgon Harje& firm in P~rie ae a depository. 

Hll,Jr. said to the President, "They asked us a 
point-blank question. Uy thought is to just answer 
tha t . If they come back, then it would be enough to 
Q&ke your suggestion, " and the Pree1dent said, "You 
are r ight . • 

Regraded Uclassified
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(Excluded excerpt from record of 
meeting with financing group on 
same da te) 

llerch 6, 1937 
12:35 P.M. 

B. I.I . Jr: 

Taylor : 

H.M.Jr: 

I t alked to the President on t his thing and he's 
wei ting in case Cordell says something one way 
or the other . 

We • re simply going to answer 
particular quest i on and say , 
lbey've asked us a question. 
say, "No," and that ' s all , as 
question. 

the French their 
"No." That ' s all . 

We 1 re going to 
to that particula r 

And when I see the boys now I thought what I would 
do with thee - nNow, you'll have to excuse me 
on this French thing, and I have nothing to s ay . n 
I can' t tell them that the French have asked me 
this thing. 

(Nods no) 

And if I say I 1 11 see t hem this after noon, tha t will 
make them think I did say some t hing . 

26 
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7ROII: WI!. GAS'l'O!I 1 S CIT:' ICE 

TO: .~e. .~llf'.r;e.\"!.Y. ... : .... . .... . 

The boya are all atireed up about the French 

situati on and would like a conference with 

;vou •even t hough you wont t tell them anything" . 

B.3. G. 

r 

Regraded Uclassified



H.M.Jr: 

0 : 

H.II.Jr: 

0 : 

B. lii .Jr: 

0 : 

B. tL . Jr: 

0 : 

H. lii .Jr: 

0 : 

H. r.I .Jr: 

B. l.I .Jr: 

0 : 

B. ll.Jr: 

0 : 

H. II .Jr: 

H.ll.Jr: 

0 : 

H.lt. Jr: 

0 : 

• 

Hello 

•'l· .~ 

llarch 6, 1937 . 
3:30 p.m. 

Jlr e you going to t alk to !.lr. Cochran? 

Five minutes . 

Five minutes . 

Five minutes, but don ' t lose - I'd r ather pay 
f or the circuit than l ose it. 

All right, I'll ask her. 

See, if we're going to los e it then I'd rather 
hold 1t open. 

I see, all r ight. 

See, r a ther than lose it we'll bold it open. 

Right . 

Please . 

* *** * **** ** 
3:35 P. !.l . 

Tell - I'll talk to this gentleman - ah - what's 
his name? 

Butterworth? 

No, no, no, no - Cochran. 

Cochran. Right. 

"ochran . 

*** * ******** 

Hello. 

lfr. Cochran. 

All r ight. 

Go ahead . 

3: 48 p. m. 
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Hello llr. llorgenthau. 

I•m going to dictate about 100 words to you. Have 
you got somebody you con repeat it to? 

Ah - no I haven't. I can t ake it down t hough. 

All r ight. 

•While the Treasury cannot • 

I -I don ' t hear . 

"VIhile the Treasury cannot " 
"While the Treasury cannot •••. • 

"··.of course .... n 

I ' ll - I' ll give you tbe sentence . 

•While tbe Treasury cannot, of course, e xpress either 
its approval or disapproval ••• • 

I d idn' t get the verb- • cannot ••• • 

•While the Treasury cannot of course express ••• " 

•cannot express .• • • 

• ••. of course express - expr ess ••. • 

It•s a bad connection - I can 't understand tbe words 
very good. 

Well I •ll do it slowly. 

•While the Tr easury cannot - " - hello . 

Bello. 

I •ll tell you wbat I'll do - 1 111 let Ar chie go 
into his r~ and read it to you aDd then after 
he 1 s tbrough I •u t alk t o you - how 1$ that? 

All r ight fine • 
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Krcbie will go i .nto his room, r ead it to you and 
then when he's through I '11 talk to you. 

All right . 

Just a minute . 

Hello . 

ltr. Lochhead Will talk to Ur . Cochran from his 
own ' phone . 

Right. 

And then after he's through 1 111 talk to him . 

All right. 

Thank you. 

Tbe following is what Mr. Lochhead read to ltr . Cochran: 

"While the Treasury cannot, of course, express either 
its approval or disapproval of the proposal of the 
French Government to issue a loan payable in either 
francs, pounds or dollars at the option of the bolder, 
nevertheless , 1n response to your specific inquiry, 
and i .n view of American legislation, it does envisage 
objections to the appointment of a n agent in New York 
for the purpose of making such payments in dollars. 

•Secretary llorgentbau appr eciates the cooperative 
attitude of Minister Auriol in informing him or 
the deta1.ls of the financial program of the 
French Government, and hopes that the new loan 
will be a great success.• 

- - - - - - - - - - -
Hello. 

llr. Cochran. 

Yes, put bim on. 
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Go ahead . 

Bello 

Hello 

l got the message. 

- 4 -

Yes - well what do you think about it? 

It- it' s probably right. 

'llba t' s that? 

It may be quite right. 

Yes. 

Z7f 

I had difficulty hearing you but let me tell you 
about Leith-Rossi visit this evening . 

Yes , do that will you. 

He told me he bas been here and had luncheon with 
Auriol. 

Yes . 

huriol told b1m that they were awaiting the reply 
from us. 

Yes. 

And experience the necessity of bev1n8 this facility. 

I didn ' t get that. 

I say Auriol said that it was not sure the loan 
would be a success •• • • 

Yes. 

•••• • unless it had the epproval •• • • 

Yes • 

•• •••• of the American and British governments • • • •• 
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Yes . 

•••• to permit the paying officers in their 
respective countries. 

Jln-ha. 

Leith-Ross told me that the British objected 
and he told me that if we approved that he wo!Ud 
try to get Chamberlain to change his mind. 

275 

Ah-ha - yes but - ah - the message we have is that -
that Chamberlain is opposed to this. 

I d:tdn1 t tell him that you were in touch with 
Chamberlain at all . 

Yes, well - ah - I'm going to give the Counsellor 
of the French Embassy ~ copy of this also. 

Yes. 

Be's outside now. 

Yes. 

And I'll give a copy of. it also to the British 
tlere and 1n London . 

Leith-Ross wanted to know if. I would tell him 
tonight what you decide. Do you want me to do 
that or not? 

' 
What do you think? I think he better get it 
from his own office. 

All right. I told him that I didn't think I would 
have time to 1 phone him. 

No, he better get it from his own office. 

I would rather they got it directly from yo~ . 

I think so. 

Yes. 
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I think so. 

~o I - I will get this message to Roueff now. 

All right - can you still make the train? 

Yes - yes - I have plenty of time . 

All right. 

&nd I read this back to Archie ••••• • 

Yes • 

••.• so I have it correct. 

2'76 

Yes. Well. everybody in town who would have anything 
to s ay as to the policy involved - it's unanimous. 

\Ve ' re unanimous on this for policy reasons. 

For policy reasons . 

I can understand it entirely. 

Yes. 

And - all r i ght - I'll set this t o Rouerr. Then I 
l eave at 10 o 'clock ••••• 

"ll. r ight • 

•• • • and I'll be back here Monday morning . 

All right, thank you. 

hll right, thank you. Good night. 
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Uarch 6, 1937 

3 : 50p . m. 

?r( oent : 
!lr . Jules Henry 
ur. TB.Ylor 
l!l'. Lochhead 
!.lr. Bell 
Ur. G11ston 

H!.l.Jr: r am afraid we are going to spoil your 
afL~rnoon . I don't ~ow whet they say di~looatical1Y , 
but ! nc &lving you thiS •verbal• memorandum, so as to 
&IIVt' you the trouble. I t ' s a \·erbal communication. 

(While the Treasury cannot , of course , 
express either 1te approval or disapproval 
of the proposal of the French Government 
to issue a loan payable in either francs , 
pounds or dollars at the option of the 
h~l~cr , nevertheless , in re3p,nse to your 
speo~fic i nouiry, an•! , in view of Al:lerican 
l egislation; it does cnvionce objections 
to t he appointment of rn agent in !lew York 
t or the purpose of making such payments in 
dollars . 

Secretary Uor6enthau appreci ates the 
cooperative aLtitude of !.linicter Auriol 1n 
1nforn1ng hie o! the det81le at t.he f1nnn­
c1al progr~ of Lhe French Government, and 
hopes that the new loan will be a great 
oucceos .) 

l!r . l{pnry : All right, Sir. 
the Ambaooador . 

I will give that to 

271 

But does that mean that you would hAve objection to 
the payment of t he coupons of thot loan by American banks7 
The obJection 1s upon making the appointment ~tan agent, 
but docs it mc&n a lso that i! there is no agent appointed 
11 1\Y ban'< to act as ase:1t tor the French Governoent - - would 
thie mean that ;you 1rould have objoot.ion t.g the coupons of t.he 
bonds be1ns pat4 by Aoertcan ban~e? 
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m: ,Jr: I J on ' t get your queotion . 

!!r . Hcnrv: Beoruse , "s tho Ambassador explained to 
you t hle morn1ne; , the holders of those bonds of the nev; 
loan will be by the French Government payable 1n pounds 
or dollnr~ in American or English bonks . 

HI.! ,Jr! 
: ,os oo~:ea . 
t;u ct.!on t hnt 

Ur . Henry : Here is the nct\11!.1 question which 
Th!s is froc our oan in Paris . This i s t he 

Rueff asked cochron : 

••.,ould tbert be any :>bj ect1on on the 
part of t~e ,;merican autborltles to 
the French Government nac1ng some 
firo or bank i n !lew York, such as 
J . P. ~or0an & co. , as n~ent 1n the 
Uni ted States to pay coupons of the 
comine loan 1n oases whcru payments 
in dollars is r equoetod.?" 

t:r. Hc·nry : Th1tt 1s much more spoc11'1c . 

~.!.l.Jr : I hpve a precise quP&tion, and h:!ving a pre­
c s~ question I sive a precice anevter . 

~:r . HPnrv : 17ell , I c.o go1ns to t ake that to the 
;.._ 1>~sc!' ... or. 

~ Jr· That is a preci6e question !rom Lr. Rueff and 
! r~ clv;r.g ' a ;rec!se answer. 

~. Henry : Exact!y. Since tho ~bassador was h ere 
tnta corning, he tele)boned t o Parle and ~r. Auriol told 
him he ~nn not in such a burry to have an answer this eftPr­
noon and thAt 1t would be satisfactory tor him to have 1t 
by ~ondny , ao the Ambassador intends-- I an sure , Ur. AP?ert, 
the !"rench !"!n:J."'C 1~.1 At.t::~.che , tlill be here on Uonda"' , and 
if the Ambassador r:ould r:1c.h to d16cu&a th1C ·.v!.th Y ?'.l on 

~:''' ::~· •• 0 • 0 • 

HI.! . Jr: r ao always a t your ael"V1ce. 
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I : 

r : 

.. h&t? 

&larch 6, 1937 . 
4 p . 14 • 

I ' m still over at the White House . 

Yes • 

!he bos~ bas ~nc for ~ ride und won ' t be back 
till 6 o • clock. 

Yes . 

r;ow I 1 ve had a private tu.lk w1. th Herbert ...•• 

r: Yes . 

. . " 

. . Jr : 

II : 

. r. Jr: 

B. • .Jr: 

• • • . and here •s hi~ position in a nutshell • • ~ - he 
w·mts to tlilk this re~>lly over w1. th the Presi dent 
u@. .. in ...•. 

Yes . 

•..•• and be wants me to ~ive him an assur ance that 
until be can get a chance to t al k t o the President 
about this that this number won ' t get down below 
two two . 

JJl-:ha . 
!low i t won ' t get below two two anytime durin!' thi§ 
month of :!arch anybo\'f . 

Yes . 
:~ow how far do you th lnk I ought to v o w1. th him 
on that a ssurance? Can I effectively make an 
~ppointment for t hese - another ap;x>intment wi th 
these fel l ows for t he President or doesn ' t the 
President want t o see him agai n? 

Now you ' r e asking me two questions - should you make 
another appointment to have them see t he President? 

Yes . 

!hat ' s question No. 1? 

Yes . 
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Ah - my answer i s no. 

What about an appointoent - wit h Lehman as the 
.spokesman? 

Well I don ' t see how he can refuse that . 

llo , I don 1 t think he should either . 

llo I don•t either. 

!low \1hat about the second one? 

What ' s that? 

Namely, that I tell Lehman that until this appoL"lt­
men t which couldn 't be until after the President 
gets back from Warm Sprinr.s ~nich will be around the 
22d of Uarch that the number will not get below two 
two 

"/ell, Harry, that something entirely between you und 
the President - I - I never 

You talk - you give me some advice now. The 
President' s away and I can' t get hi m. 

Yes but I mean that ••..• 

I don't want - you tell me what you 1 d do if you were 
in ay plac~ . That ' s what I want now - old topper . 

,I ell I don 1 t kno-.. tlbere you originally got your 
authority on the two two . 

I haven' t got any orig - well as a matter of fact 
Henry the schedule now is accordi n& to the testimony 
in the House, you see - in the hearings . 

I coul dn ' t give you any advice. 

(Hear ty l auehter) 

What? 

All right . 

No - I - I 
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I know- - I know - I don ' t want to • . •• 

llo I just because its - I never had - I •ve never 
been on it - I don ' t know what your needs are . 

Allright - allright, Henry - I ' ll let you know 
later . 

Thank you. 

r.oodbye . 
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!'reocnt : 

l!r . !!Blle t 
!.lr. Ta.Y lor 
ur. Lochhead 
Ur. G~<ston 
ur. Bell 

!.larch 6 , 1937 

4 :10 p . m. 

H~.Jr : This ts just a tamily meeting. They have 
trying to buck me up - - not on thie , but on unemployment 

relief . 
I am giving you a •verbal " r eply, but to save you 

the trouble of getting out your pencil and pap er .•.. . 

l.!r. J!allet: Thank y:JJ. . ver y kind indeed. 

(ffii , Jr. gave ur. llal let a copy of the message handed 
to l.!r . Henry a t ew minutee pr evious, which is copies 1nto 
the tranocript of t he meeting between HU,Jr and ur. Henry.) 

Ur. Unllet : This is the meaeage you have eent to 

the F'rench? 

HU .J r : 
Ba::le ceeeage. 
And that ' s ~· 

I have just g iven to Ur. Henry the identical 
That's an answer to a specific question. 

a nswer . 

tlr . Llr.llc t: Yes . 

HU,Jr: You know the question which was asked ue7 

Ur Unllet: This 1a the question whether an Alllericon 
banking !irm could act as paying agent. 

ffiU .Jr: Yea, and that ' D the anower. 

ur. Hallet: The answer , in etteot, i s that t he Johnson 

Act not possible. 
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~,Jr; And incidentally, tbic cace over the t i cker; 

¥.J.l: lQ . Pbris - lt i s possible t hu t the i s sue or the·new Fr ench 

o.,n or igin:.lly scheduled f." or llonduy muy be postponed until Wed­

nesduy i"ollowing u coni'erence between ~ i nunce lli nister Vincent 

nlll' lOl " '> • (Ti cker in r uU i S ut tached. ) 

HU .Jr; They asked me, could they appoint J . P . Uorgan 

and Company as their agent , and that ' s my answer and I e ave 

i t to the French Embassy here a couple of minut es ago . 

!.lr. l!~<llet ; We will send it out t o London. 

you heBrd what they were do1ng7 
Have 

llr. Lochhead; The Bank of England cabled that the 

sterling- dollar rate was very quie t t oday; needed no sup­

port; in fact , worked up a little bit. The !"Tench exchange 

was extr~mely nervous and fluctuated fa i rly actively , but 

very little buo lneoE done and, as rar os we could find out , 

tcere was no official support . In other words , i t was a 

nervous , small market , but it looked after itself. 

Hl! ,Jr; You know everyth1ng we have d:me . You know 

t verything and tha t ie the answer and t hat , as we say , i s 

all we ~111 do un t il Uonday -- I hope. 

~r . Uallet: You will Just wait and a~e what happens 

on UondliY. 

HU ,Jr ; You coul d buy out the whole United Stat es 

Treasury rif5}lt now for 99 cents: 

!.lr. l!A.ll.et: All right, I will be vt•ry glad. 

HU ,Jr: Accepted! 
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IL~R 6 1937 

THE BANK OF FRANCE BEGINNING MONDAY WILL 

PURCHASE AT CURRENT RATES ALL GOLD OFFERED BY 

FOREIGNERS FROM STOCKS HELD ABROAD WHICH 

ARE IMMUN E TO LEGAL DECLARATION OR REQUISITION­

LIKE THE OPEN MARKET PRICE FOR GOLD IN LONDON 

TH~ PRICE I N PARIS WILL BE FIXED ACCORDING TO 

THE DOLLAR RATE IN PARIS 

-D-

MAR 6 1937 !eiD 
FRENCH LOAN MA! BE POSTPONED 

PARIS - IT IS POSSIBLE THAT THE ISSUE OF 

THE NEW FRENCH LOAN ORIGINALLY SCHEDULED FOR 

MONDAY MAY BE POSTPONED UNTIL WEDNESDAY -

FOLLOWING A CONFERENCE BETWEEN FINANCE 

MINI STER VINCENT AURIOL JACOUES RUEFF DIREcr­

OR GENERAL OF THE FINANCE MINISTRY AND M 

ALLIX DEAN OF THE FACULTY OF LAW REGARDING 

THE LEGAL ASPECT OF THE ISSUE THE CHAMBER OF 

DEPUTI ES MAY BE CALLED ON TO SANCTION THE 

ISSUE WITH AN EXCHANGE GUARANTEE BY A VOTE 

ON TUESDAY 

-o-
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llarcb 6, 1937 . 
4:22 p. m. 

She will put him right on. 

(Aside - Butterwort~ calling) 

(long pause) 

Bello 

llr. Butterworth. Go ahead. 

Bello 

Bello 

Butterworth? 

Yes, bow do you do llr. Secretary. 

Where are you? 

Very well thank you and you s ir? 

I 1m all right but wbere are you? 

I' m i n lngland and bare on the job. 

285 

Well we tried to get you to give you an answer to 
your cable 122 and they said you'd lett for the 
week-end . 
Oh no, I made arrangements - I thought you were going 
t o (click sound) !nd I'd arr anged -but 1n any case 
Frederick Phillips bas just gotten 1n t ouch with me •• • • 

Yes. 
••• • and he bas requested me to get information trom 
you as soon as possible about the following matter. 

Yes. 
The British Treasury bas been told that Monsieur 
Bonnet has obtained from you your consent to allow 
the French loen to be 
to the American market. 

Yes. 

And other points 1n it 
New York. 

payin& 1n 
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ll es. 

?rov1ded the British Treasury will likewise 
agree to similar arrangements here. 

lies. 

1 understand that the French have made these 
statements to the British Treasurer . 

Yes . 

And the latter is unwilling to accept it without 
a direct confirms tion •• •• 

Yes. 

.••• until their attitude was made known in my 
conversation. 

286 

Well now I handed to the British - not being able 
t o - their telling me that you were away - I handed 
them a statement but llr. Lochhead is here and i! 
you have a pencil and paper he will reed to you 
the statement, you 11 ee? 

Who will read it? 

Archie Lochhead . 

Yes . 
He'll go to his room and he'll read it- bellO 
bello 

lies . 

He'll read it to you ••••• 

• •• And I'll take it down. 

And you take it down and you charge thiS call to 

the Treasury . 

Right. 
You char~e this call to the Treasury. 

All right , sir. 
But Lochhead will give you - ah - what we - •• 
just handed this at t our o'clock t9 the French. 
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You banded it wbo to? 

To the French her e . 

To the French here. 

At four o ' clock, 

At four o'clock. 

And also to Mr. Mallet, the Counsellor ot the 

British Embassy bere . 

Yes . 

We gave each of them a copy. 

Yes . 

But Archie Lochhead will read to you what we 

gave them. 

Right. 

And we - we haven ' t given- well you' ll see - I 

mean we•ve turned the French down - that ' s wbat 

we've done. 

Yes. 

What? I s ay we've turned tbem down - bello. 

Well I'• sure tbe British will be very glad to 

hear tbat. 

Well I'll transfer you to Lochhead and be will 

read it to you and you ta.ke it down. !low before 

I transfer yov is there anYthing else? 

No, that's all sir I think. I think these people 

are pretty wise here but - tor the r easons that 

tbey gave me in tb~ttr telegram I don't think tbq 

want togo v ery • uch further here. 

Well all r igbt - now l' 11 transfer you to Lochhead 

and he'll r ead it . It' s about 100 wor ds. 

Ricbt. 

Just a minute. 
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Hello 

Transfer Mr: - tnis to Lochhead in his room . 

Right. 

The following is what Yr. Lochhead read to 
Mr. Butterworth: 

•Wnile the Treasury cannot, of course, express 
either its approval or disapproval of the 
proposal of the French Government to issue a 
loan payable 1n either francs, pounds or 
dollars at the option of the holder, never­
theless, in r esponse to your specific inquiry, 
and, in view of American legislation, it does 
envisage objections to the appointment of an 
agency in New York for t he purpose of making 
such payments in dollars. 

• Secretary Yorgenthau appreciates the cooperative 
attitude of Minister Auriol in informing him of 
the details of the financial program of the 
French Government, and hopes that the new loan 
will be a great success.• 
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l.i~R 6 l93l 

FOREIGN EXCH ANGE MARK ET 

~ONOO~- DESP ITE WIDE FLUCTUATIONS IN 

RATES BUSINESS IN FORE I GN EXCHANGE MARK ET 

TH IS MORNING WAS NOT UNDULY ACTIVE - FRENCH 

FRANCS OPENED WEAK AT 107 93 BUT QUICKLY RE­

COVERED TO 107 25 AND LATER FLUCTUATED BETWEEN 

107 AND 107 43 

THE FRENCH CONTROL OPERATED INTERMITTENTLY 

THROUGHOUT THE MORNING IN SUPPORT OF SPOT 

FRANCS WHILE CLOSING BEAR COMMITMENTS PRIOR 

TO THE WEEKEND WERE HELD RESPONS IBLE FOR THE 

CONTRACTION IN DISCOUNTS - AT THE OPENING 

THREE MONTHS FORWARD FRANCS WER E QUOTED AT 

262 CENTIMES DISCOUNT AN D ONE MONTH FRANCS 

AT 150 CENT I MES DISCOUNT CLOSING AT 281 AND 

156 CENTIMES D ISCOUNT RESPECTIVELY 

THE MARKET GENERALLY WAS INCLINED TO MARK 

TIME PENDING MON DAY-S INAUGURATION OF FREE 

GOLD DEAL INGS IN PARIS THE OUTCOME OF WHICH 

IS BiiNG AWAITED WITH KEEN INTEREST 

AMER I CAN DOLLARS OPENED AT 4 8755 ANO GRAD­

UALLY WEAKENiO AS THE MORNING PROGRESSED CLOS­

ING AT 4 8722 - IT IS NOT BELIEVED THAT ANY 

LONDON CONTROL SUPPORTED THIS MARK ET 

Regraded Uclassified



llaroll IS, 1~'7 
(J)J 10:-'0 ..... , . 

Morgut.ll&u Oonten w1 th lloADa\ Ul4 llan'leon 
II 

lallhn. - .AIIer1oan oooperaUou 1Jlaofar u 1\ 1• po .. lble with 
Frtnoh IIODe\aJ7 IIOY .. OYII' \he fteltaJI4 -· 1Jl410a\e4 \od.q C. 
Store\aJ7 Xor&eJl\hiiU oonterre4 at. l&~~&th wUh \he ft'enoh .AII'IIa.,.ador 
Georg .. Boae\ aJl4 111\h George L. llarr1eon, Pr .. 14an\ of \he Wew Xo:dt 
rederal Re .. n• Bank. 

At. t.ht aonolualon ot \he oontennoe \he Fl'elloh .a.'lla .. a4or 'llbo na 
aooo~~panhd l:lJ an un14ent.1t1ed •••bar of \he 11'enoh 111'11& .. 7 natf, eald 
there n• nothln6 he a oollld ~ about. \he oo11fennoe. 

Following the depar\llft of t.he J.aba .. ador horet.&r7 Jlaraan\hllu 
oonUJilltd the oonterenoe w1 t.h Jlr, Harr1eo11 and ~aau!7 otf1CI1ale. 
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l, &.. FRANCS WEAK 

\~' NEW WEAKNESS HAS DEVELOPED IN FRENCH FRANCS 
WITH RATES SAGGIN~ TO NEW LOW LEVtlS- MARKET IS 

NOW QUOTED AT 4 51 TO 4 52 CENTS C~PAREO WITH 
LAST NIGHT-S CLOSE OF 4 55 CENTS-

fj~R 6 1937 

!.iAR 6 1937 
ADO FRANCS WEAK 

BUSINESS IS SMALL BUT OFFERINGS ARE 

UNDERSTOOD TO BE COM I NG FROM FR~NCH AS WELL AS 

LOCAL SOURCES- FORWARD FRANCS ARE STRONG WITH 

10 POINTS DISCOUNT BEINU 810 FOR 90 DAYS 

AGAINST I I ~ESTEROAY 

STERLI NG IS WELL BID AT 4 87 7-8 UP 1-16 

CENTS- THE MARKET DIFFERS AS TO WHETHER 

OFFICIAL CONTROLS ARE INTERVENING IN THE 

EXCHANGE MARKET THIS MORNING-

!.tAR 6 1937 

ADO FRANCS WEAK 

WHILE SOME BELIEVE THAT THE DECLINE IN THE 

FRANC IS BEING CUSHIONED BY THE CONTROL OTHERS 

STATE THERE I S NO INDICATI ON OF OFF ICIAL 

INTERVENTION 

-o-
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BR ITI SH FINANC IAL REPRESENTATIVE CONFERS 

WITH MORGENTHAU 

WASHN-

.. ~R 6 1931 

•1 AM 

ADO BR IT ISH F I NANCIAL REPRESENTATIVE 

CONFERS WITH MORGENTHAU 

WASHN- V A L MALLET COUNSELOR OF THE 

BRITISH EMBASSY ALSO CONFERRED WITH SECY 

MORGENTHAU ON MONETARY MATTERS THIS MORNING 

292 

MR MALLET WHO WAS GREAT 8R I TAIN-S REPRESEN­

TAT IV£ DURING THE NEGOTIATION OF THE TRI-PART I TE 

AGREEMENT SAW SECY MORGENTHAU AT APPROXIMATELY 

THE SAME TIME AS THE FRENCH AMBASS ADOR MAKINO 

THE CONf ERENCE TH IS MORNING A THREE PARTY AFFAIR 

RESEMBLING THOSE AT THE TIME THAT THE MONETARY 

AGREEMENT WAS REACHED 

OR FREDER I CK LIVESEY ASST ECONOMIC ADVISER 

TO THE STATE DEPT WAYNE TAYLOR ASST SECY OF 

THE TREASURY AND ARCHIE LOCHHEAD MANAGER OF THE 

STABIL IZAT I ON FUND WERE ALSO PRESENT 

-o-
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PARIS,--rRENCH POLITICAL CIRCLES RIPORT£D TODAY THAT AH ACREIMtNT HAm 

i£EN REACHED UNDER IIIUCH AMERICAN BANKS NAY INVEST', IN THE FORTH-

-COMING FRINCH DEJ'DISE LOAN IIJTHOUT INFRINCINC THE JOHNSON ACT, 

THE REPORTS, NOT OFFICIALLY CONFIRMED, SAID THE AGREIMtNT WAS IN THE 

roRH or AN UNDERSTANDING BETWEEN HENRY MORCENTHAY· JR,, SECRETARY 

~THE TREASURY, AND PRINIIR LION BLUM'S GOVERNMENT, 

J/6--R1029A 

AID TR~NCH LOANS, PARIS -IT VAS UNDERSTOOD THAT THE U, S, GOVERNMENT WOULD NOT OPPOSE 

~NKS ADVISING CLIENTS TO SUBSCRIBE ~0 THE LOAN INA SMUCH AS THE 

OONDS WOULD BE PAYABLE IN DOLLARS AND STIRLING, THI AMERICAN BANKS, 

TH£ REPORTS SAID, WOULD NOT BI PERMITTED TO TAKE UP THI BONDS DIRECTLY 

THE AHOUNT OF THE LOAN HAS NOT BIEN HADE PUBLIC BUT IT IS BELIEVED 

THI COVIRHNEN1' HOPES TO REALIZE AT LEAST to,ooo, ooo, ooo FRANCS 

CSH), ,00, 000), 

ON THI BASIS THAT THI REPORTS OF AMERICAN PARTICIPATION ARE 

PREDICTIONS VERI HADE TIIAT TJtX LOAN WOULD BE QUICKLY SUI­

IN THIS CONNECTION TKE PARIS MIDI SAID ~~ LOAN WOULD .BI 

rill HOURS AFTlll TIII LilTS VEliE OPIIIID ON I'IOIINY, 

IXPIR~ HERE UI.IE!ID TIIIRI lAS NOTHINf: UISTINf: 111 l'lliSINT LAII TO 

PREVENT AMERICANS FROM TRAMSFEIIINC FUNDI TO PARIS TO ,URCHAIE FRENCH 

STOCKS 011 THill OWN INITIAT,YE, BRITISH BANI~, IT VAS 

ALSO Veti.D URCI THIIII CLUNTS TO TAJCI ~ THE ISSUE A~ d 
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/ 

N£V YORK.--NEV YORK BANKERS TODAY VIaE INCLI~D TO SCOFF AT --
REPORTS THAT THE U,S, TREASURY AND THE FRENCH GOVERNNiNT HAD ENTtRED 

- -
INTO AN AGREEMENT !MID IIHJCH ~UCAN ~ INVESTORS COULD TAKE UP PART OF 

- -
THE Mill FRENCH DEFENSE LOAN. 

PAR I S REPOIITS -SAID THAT UNDER THE AGU:E.U:NT BANKS IIOULD NOT BE 

PER"ITTED DIU:CTI;-Y TO TAKE UP THE LOAN, BUT THEY COUL~ ADVISE CLIENTS 

TO DO SO, THIS lttTHOD,, IT liAS SU~, IIOULD STEER AROUND THE JOHNSON ' 

ACT. BANXERS POINTED OUT THAT THE JOHNSON ACT DID NOT APPLY TO SUCH 

SITUATlONa THAT ANY ANUICAN COULD IF fiX DESIRED PURCHASE AS IIAIIY 

fOREIGN BONDS AS· HE D~SIR~D. THE JOIIISOII ACT APPLiES ONLY TO IMDD• 

WRITING OF FOREIGN GOVEaMNERT ISSUES IN THIS COUNTRY IN CASES VIIEIIE THI 

OOVERNiftNTS HAYI DEFAULTED ON DEBTS. 

BOHDS OF FOREIGN G09tRIIMNTS AU TllADED IN AflliiCAN NAIKETS AND IN 

OVER THE COUNTU TRADES DAILY. BANICERS SAID THEil WOULD BE NOTHING TO 

PREVENT ADDITION OF THE DEFENSE LOAII TO THI LIST • 

J / 6--R1226P 
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SECRETARY MOR, ENTHAU CONFERRED TODAY VITH AMBASSADOR 'EOR,ES BOMWET -
~ FRANCE AND 'EOR'[ L, HARRISON OF ~V YORK FEDERAL RESERVE BANK, 

FRESUMABL Y ON THE FRENCH FISCAL SITUATION •• 

3/~·Rtl411A 

ADD MORCEHTHAU CONFERENCE 
IMMEDIATELY AFTER THEIR TALK, MORCENTHAU VENT INTO PRIVATE CONFtaENCl 

VITH V, A, L, MALLETT, COUNSELLOR OF THE BR~1ISH EMBASSY, NO OFFICIAL 

~ULD MAKE ANY COMMENT UPON THE DISCUSSIONS, 

HOWEVtR, IT WAS BELIEVED IN INFORMED QUARTERS THAT THE TALKS 

~NTERED A~OUT FRENCH FISCAL DEVELOPMENTS, ESPECIALLY THE RE STRICTIONS 

or THE JOHNSON ACT WHICH BARS NATIONS IN ARREAR~ ON'WAR DEBTS FROM 

AMERICAN MONEY MARKETS. 

3/ 6·-RUUA 

SECRETARY MOR,ENTHAU CONF~D TODAY WITH PRESID! NT ROOSEVELT 
;.::;..:.;.;,;:;.;~::.:;....;..;...:-- --~EDIATELY ArTER DISCUSSIN' A PEND~ FRENCH LOAN AND oPE~ATIONS Of 

THE TRI•PARTJTl MOMITARY A'R£EKINT WITH OFFICIAL R£fR[S[NTATJvtl 

f6 THE FRENCH AND BRITISH 'ovtRHittNTS. -
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ADD HORGENTHA~ , ROOSEVELT 

HORGENTHAU REFUSED AT A SPECIAL PRESS CONFERENCE TO DISCUSS VHAT 
( 

TRANSPIRED AT HIS MEETINGS HELD PRIVATELY TODAY VITH DIPLOMATIC 

EM ISSARIES OF THE TVO OTHER PARTIES TO THE THREE•NATION FISCAL AGREE· 

' HENT NEGOTIATED LAST SEPTEMBER , 

HOVEvtR, ~ INDICATED THAT BOTH THE LOAN VHICH FRANCE IS EXPECTED 

TO FLOAT ON MONDAY AND THE OPERAT IONS OF THE TRI-NATION UNDERSTANDING 

WERE CAREFULLY REVIEWED, 

HORGENTHAU VAS ASKED VHAT HI TALKED OVER VITH AMBASSADOR BONNET 
~ 

AND V, A, L, MALLETT, COUNSELLOR OF THE BRITISH EMBASSY, 

•t AM SORRY I CAN'T D~SCUSS THAT AND I ~M NOT GO ING JO TRY TO 

~RRY,• HI SAID, • t•M NOT GO ING TO SAY ANYTHING ON THAT,• 

J/ 6-·CSl OSP 
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ADD MORGENTHAU CONFERENCE 

TREASURY OFFICIALS POINTED OUT THEY HAD NO INFORMATION ON TERMS OF 

nt£ PROPOSED FRENCH LOAN, THEY SAID THAT SO FAR NO AMERICAN BANI( HAS 

~DE FORMAL REQUEST TO THE TREASURY FOR PERMISSION TO PARTICIPATE IN 

lltE LOAN, 

THEY REFRAINED FROM STATING WHETHER AMERICAN INVESTORS COULD OR 

OOULD NOT BE ALLOWED TO PARTICIPATE IN THE LOAN WITHIN THE TERMS OF 

lltE JOHNSON ACT WHICH FORBI DS LENDING MONEY TO NATIONS IN ARREARS ON 

WAR DEBTS, 

IT WAS BELIEVED THAT ATTORNEY GENERAL CUMMINGS HAD EITHER PREPARED 

RECENTLY OR WAS PREPARING AN OPINION ON THE TERMS Of THE ACT FOR 
' 

MORGENTHAU'S GUIDANCE, 

SOME TREASURY OFFICIALS SAID PRIVATELY THEY BELIEVED THAT AMERICAN 

~NKS WITH INVESTMENTS ABROAD COULD USI THOSE MONEYS FOR PURCHASE OF 

SUCH OFFERINGS AS THAT WHICH WILL 8[ FLOATED BY FRANCE, 

MORGENTHAU REFUSED TO STATE WKETHIR THIS VAS ALLOWABLE. 

•I CAN'T GIVE AkY LEGAL OPINION ON THE JOHNSON ACT,• HE SAID, 

HE AMPLIFIED HIS OPINION OF THE FRENCH SITUATION TO SAYs .. 
• ANYBODY WHO READS THE PAPERS CAN SEE THAT THE FRANC JS HAVINGS ITS 

OWN TROUBLES AND NATURALLY I AM DOING ALL I CAN TO PROTECT OUR OWN 

INTERESTS AND THE TRI•PARTITI AGREEKEHT. 

• THE T)tl•PARTITt ACREIMENT WORICED YESTERDAY AND WORICID TODAY AND 

SO FAR AS I KNOW IT WILL WORK MONDAY, 

•tHE DISCUSSIONS WE HAD TODAY CONSISTED PRIMARILY OF AN EXCHANct 

INFORMATION, • 
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Secrltory of State, 

"'ash1ngton , 

lW&H . 

320, Uerch 7 , 11 a . ~ . 

GRAY 

Paris 

Dated March 7, 1937 

Rec'd 7 : 34 a , m. 
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I~ the absence of Cochran at Basel for the dav I 

hove c.onfirmed this morn1nt; ot tho Fras i dency of the 

Council that it has been decided t o postpone for two or 

three eeys the hsuance of the de!'~nse loan in view or 

the advisabil.i ty of obtaining new legisla tion mod1Cyi UG 

the ~onetary law of Octo~er 1936, part icular ly as r egard& 

t he O?t 1on of guarantee 1a foreign currency. I am 

info~ed that the Ministry of Finance was of the opini on 

that 'rom the strictly l egol point of view of no new 

legi3lation was r equired '"ut !.n order to satisfy doubta 

anu criticisms which had been expressed and which might 

htwe had an unfortunate effect on the loan it was con­

aideree advisable to obtain new legislation . The bill 

• 11: be lntrodaced Tuesday and passed it is hoped by 

both houses that day . I f this is done the loan will be 

i~aue~ Wedneld&Jo 

Please advise Tr easury . 

WILSON 
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TREASURY DEPARTMENT 

U NIT£0 ITATU COAIT GUARD 

WASHINGTOH 

e JJnroh, 1937 

ICF 601 

SUbject : Orga.nhation and Progres s of the Plan of COOrd i nation 
or Treasury Depe.rtll:ent nganciaa a t Honolulu , T, H. 

1. The orders or the seeret .uy o f th e Trcaeury of Sept eJOber 16, 1!:66, 
.eslg~~n ted t he Coeet Guard a s the a gency t o ooordlna te t he e f for ts or the 
Treasury orsanl zn tiona coneer:>ed tn the auppreaa ion o f -~;LI.ng into t he 
1'1 rr1tory or Howal!. '!'be existing a 1t ust1 on Indicated specia l e:uphe.sis on 
errorto t o ter=l nato narcotic SI!!Ug&llll6· 

2. co=nonder Per l<er . Cosst Guard ; ()US toms naent Bruen a D! Custom In-
·~ec tor &l fler left ~n l rnneisco on October 9 , 193&, t or Ronolulu . Com­
runder Par lie r ' s m1osi on wa s t o organize t he· Hawa U on Sect i on , san Frencioco 
Divi sion , Coost Guard , for the better coordination or aetlvl tiea or units 
of the Couot Gunrd , and t o act a s Coordinat or or tho Treasury Department 
,;goncloa ooncsrned . Ur. !lruen .,as t o be stat ioned pel:'Olanently a t Honolulu 
oa tho l ocul representative or the Cuat01ll3 Agency S.rvl ce , no permanent aa­
s l t;noent having been made pr eviously, a D! J.!r, Eif ler was t.o s ucceed Mr . 
Oliveirs , Chief Inspector of Cus toms a t l!onol ulu.-whooe Incapaci t y a nd pos-

sible d laboneaty bad befll r eported upon• 

307 

3. The first coordination conference wee bo ld on October 16t!l, the dAY 
or tbe a rrlftl or the orrtcers assit;ned o '!'be purPOse or the cocrdi.Da tion ays­
t tc w>d Ita eucc eaa in the control or alcohol ~inc; wore expl ained . The 
J>!'O::rom or procedure ..,. .. di'fided i nt o t wo parte: 

( a) 

(b) 

Pre•entiYe - In•ol'fing t he tulle at daYelopoent of t rails 
ot • eaaala suspected or haYing nareot lca on board , ~ 
provament in the examination or ~·· r eor ganizati on 
ot t h.e Customs torce on the wberna , at1111Ulua t o the Ap ­
pra iser• a torce to additional vi gi l ance with respect t o 
cont raband while engaged in appraieal , etcetera . In 
th11 aapect, Cust01114, Customs ,;seney , ccaat Guard , and 
Narcotics were principally concerned. 

Innstip.ttonal - trtorte directed at the accumulation 
ot a'ftdence to s upport conYlctlona or the iiiiPorte r e and 
larger daalere in narcotics . Tbe identitY of all these 
Ia eatabliahad. 'l'he inveatip\i n progroJI1 will neceaaa· 
rlly inYOl'fO considerable tt••· To preYent too great a 
diaaipat10n o f effort, one part icular offender wae to be 
conce.ntrsted upan (iddle Chin 'llan) becauaa or hie present 
a cth1.t)', bia orul.nersbllltJ, 6114 t he proapecu or aucceea . 
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(b) (Continued) 

As others appeared in relationship ttith him, evidence a ­
ga inst them would be accWDUlnted and they would be in­
cluded in the innetignthe program. Ous tau Agency and 
Narcotics are here t he principal agencies concerned. 

308 

~ . Recoamendat1ons were lll!lde by the Coordinstor and the ASency heads 
r .r 1ddi t1o!l81 personne l and equipment . There were tu.rnished the following: 

~ - 75-toot patrol boat a ha'l'i o.g a top spood or about 25 
statute miles per hour , o nd c r ews or tour men each. 

(The assignment or the C.O. C. ROGER B. ~was a 
replacement ot the ITASCA. The TANEY is or greeter 
speed than the ITASCA nnd bet ter sui ted t o trailing) . 

l - 01'Ul!I!IIUI Amp.hibian plane as part ot equipment ot the 
T.lNEY. 

2 - Commissioned otticera tor dUty as Section Commander 
and Assistant. 

~ - Warrant officers, one tor Cocmunications a nd radio 
int elligence dut y, the other to coordinate pay and 
disbursements ot pe rsonnel ot a ll Coast Guard units 
or the Section. 

3 - Yeomen tor writing, accounting and tiling connected 
wi t h the Sect ion Of fice . 

2 - Redioaan tor Col!lliWlications and Intelligence. 

16 -

Establishment or a Section Office on the seventh floor 
or the nloha Tower on tho weter t'ront and o r meo.ns of 
radio coomunicotion therefrom wi t.h all Co nat Guard 
un·i ts 1rl thin the Territory, includ i ng moj or cutter, 
patrol boats and amphibian plane. Equipment tor radio 
intelligence ( di reotion finders) . 

CUS'IO!o!S 

Add1tto118l Inspectora and Guarde to aeeure adequate in­
spection ot be&.."~~Se and survei llance ot shi.JI• • cs.r goes 

and personnel. 

NARCOTICS 

2 - Additional t~D;)loyeeo, one a Chineoe iMerpreter. 

!!, It 1a a t act 
ouch thing aa a a~an 

tbat upo.n tho initiation Of the caJ!WaigD tbere WOI no 
auspect liat. This ia now rapidly developing aa a 

- 2-
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"'' -~ or obserYation o r move.,.,ntaand positions or aanpans and other Wor­

~t!on . Tbo trelllng ot vessels In a nd out ot port , in some ln~tances tor 

.l. oiCe8 as great 88 160 miles , bas been highly developed . Ou:lrcllng or voa­

selo In port has been much lmj>roved. Inspection of ba&'104e 1s rapid anc1 

t"••r,ugh . The "outside" Customs toree 1a on Its t on . Ths •rocket" or local 

__ .~ 1- b• ds cerehants resorting t o the preotice or having Oriental pssaen­

•~• l·ring In mercharullse for sale as free baa..--age has b een discouraged . Jl'roc 

n cv •r age figure or something ovor two tona per Oriental passenger , baggage 

'l s dec llnea In IWIOUDt to leas than one--hel1' ton per person end will probably 

fur~hur decline WI th resulting increase In collection or duties and In ti!lart-

-e toes due to the Territory by the appearance of this merchandise oe cargo . 

. ~trols or algnlticant r egions on the coas t ot Oahu (the Island on wh ich Hono­

l ulu Is situated) hnve been Inaugurated and lnforo3tlon giving a clearer plc­

tCJ"O of .Jethods of operotlon ot tho smugglers is accwnule tlng. Cood coopem­

~ioc wi th local Territori al and ci t y ottlciala, and with honest citizens Ia 

ie~· lop ing . 

6. The lnvcstiQO tiona1 progrno necessarily Involves time and patience . 

• ~tho~h the principal offenders are known , the trail or e vidence seldom leads 

fro::~ ,.;all pedla r t o ''big shot" . Evidence t o support conviction must be pains-

" :! n.;ly accu::rulAI. ted. Confidence is t elt th"~ 1 t will be . ::ntrep:~ent (not In 

t te lo.-~1 aonse) , ttiro supervision (\'lhlch baa encountered obstncles l , atte::,ted 

· l'rU,•tlon <>f personnel, and ma.tlY otht r ele•tents will contribute. It Is bo­

lLveJ t !ut ttithln a year from the inauguration or the CQQJ>tlign (October, 1936) 

uLstllntia l pro(ll'aes In this phase or the work will have been oade. 

? . Price Ia a convenient boranater ot supply or nsrcotlca . It Is how­

vcr , oubject to peculiar dislocations and art ificial lntluences . The publicity 

.•en the campaign e nd the r oar or the tratflo~ers tbnt acme mag ic ayeteo would 

o !~t~llod to epprehend them, r esulted In drivlns the price from ~10 per 5-

, .1 (6 2/ 3 ouncol tin In th• su1nmor or 1936 ~o ,;305 in ~.>ctober . T.10 ohip>lnc 

.trl<e c o"J)llcated tbo sltu utlon . "decline In prlco begtln In November , 1936 . 

_, _ri ce or ,)235 t:o.s r ecently "&id to b.:lve pre.,lled . Ru."llrs of .;180 wore cur­

rent u1though whether this related to 4-tnel (!l~tl tins or 5-tnel t!no Is not 

,l ~r. The two prices would be consistent . This ruoor coincided np proximutaly 

ith the t e rmination or t he ~arlno strike and cay be aignl f !cant . Thore Is no 

e•.o ldence to sustll.ln tho belief th . t t he Territory-Is o principal source or sup-

. y for the Pacific Coast . If a price of e235 prevollcd In the Territory llDd 

•>r.o or ~180 on the Coast , a 100va:::ent o r contrabi1Dd rrou the Coost v ia cocstwiae 

( .,;n, ricanl vesselo might wall r esult . Some otrect on price , eltller to raise or 

lower t t, ClAY follow partioula r technique involved In tho 1nvostigst1ve pro­

~rnm. There Ia no substantia l evidence or cocaine, morphine or beroln beiDa 

aVJ ilable In quantity In tho Iolonds . ~ 

-====--=::t~ ' ' ~. f ld__j~ 
sr:.NLBY v. p,Jt:X-'1 

Colll!l&nder, 0 . S . Co,sst Cuarcl. 
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Present: 

H.M.Jr: 

Bell : 

H.II.Jr: 

Bell : 

R.M.Jr: 

Bell : 

H.M.Jr: 

Cast on: 

R. IA .Jr: 

Bell : 

H.M.Jr: 

Bell: 

H.II.Jr: 

Mrs . 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 

notz 
Magill 
Caston 
Taylor 
Haas 
Lochhead 
McReynolds 
Oliphant 
Bell 

llaroh 8, 1g37 
g:30 a . m. 

Did anybody telephone you (Bell) tram the White 
House? 

From the ~nita House? 

Yes. 

No, s ir. 

Di dn ' t they call you? You may get some orders 
from there today. 

(Laughs) 

I think we better have press today at - going out 
of here at 3:30, allowing plenty of time , don't 
you (Gaston) think 5:00? 

Yes, it couldn ' t very well be any earlier than that. 

No. What I am doing - this is what I ~~nted to do 
this morning, and that is explain up on the Hill 
what we have done or haven 't done on t his French 
thing, on account of the articles in the New York 
Tribune. I thought we'd have people like Borah 
and Johnson . The President said , "No, don ' t have 
Borah there." He soya , "Lat •s lay a trap for him." 
He seys, "Just tell the Democratic boys what you 
have done." 

Does that include Johnson? 

Hiram. 

Tbat• s what I mean. He 1an•t a Democrat. 

No, I ' d like tor you (Oliphant) to go up with me; 
we will leaTe at 3:15. And I'Te got the stuff tor 
the ato17. 
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And the other thing - I think I ' d like to tell 
what Den end I are doing. I just talk ed to 
Hopkins . I bad this meeting with the President 
and these six Governors on Saturday and, or course, 
they wanted more money . The President laughed 
and said Hopkins end I should see them. The 
President said we should prepare ror him a set 
or figures showing whet money there is available 
that be could transfer for r elief from now until 
the first of July, and so I worked out this thought: 
That we go a step further and show just bow much 
money we have spent ror regular and •emergency 
funds for the four years ending June 30 in the 
country - roads, CCC, harbors, rivers, reclamation , 
all that atufr - and then break it down by states; 
then start t he rirst or July and show how ~cb 
money there is available in t he budget , end break 
that down by states . 

Then t he President can do one or two things. He 
can either - the whole cry was "Relier comes 
rirst." He says there is no argument about tbet. 
Then the President bas this thing. And I told these 
Governors as far as I wee concerned I wouldn ' t 

recommend one dollar above the seven end one- half 
billion that it s tands now; tbet tbet was enough 
money to run this country, end that if it wasn ' t 
enough to take oare of the unemployed and hungry 
we should take some of the money out of tbe seven 
and a half billion and trensrer it. 

So ir the President bas on his desk t he total amount 
of money be - he keeps talking about five hundred 
million public works, but that is only about a s ixth 
of it, I guess. And if we have spent, as pen says, 
e billion and s belr for highways in the lest four 
years, maybe we have spent enough ror highways. 
The President has the whole thing before bim. 

And my thought is this, to say "Now look here Lehman, 
I have spent so much the lest four years end for the 
next risoal year New York St ate will receive from 
the Federal Government - I don't know, several hundred 
million dollars. Now you keep ~elling me relief is 
first . All right. There ere the projects; New 
York gets three , four , five hundred million dollars 
this coming year. You, Governor Lehman , tell me 
which one of those things I should stop and I Will 
stop it end transrer it to relief. But you tell me 
which one to stop. Now you keep saying - a.nd out of 
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that - end this is the amount or money that the 
State or New York contributed. The only thing 
they contributed is on roads. " 

Some other smell items , but roads the principal 
one . 

.312 

Now I mentioned to Mr . Hopkins - he thinks it is 

swell. He says, "I will have t he compani on pleoe. 

I will show that what they told Roosevelt i s wrong. 
They had over two million people. They•ve got 
a million less people that the states ere taking 
cere or today than they did twelve months ago. 
The stetes have cut their rolls by over a million. " 

Tbet •s always been the oese. 

And he says, "And I Will show that the State or 
Wisconsin hasn ' t spent e dollar in the l ast year 
end e half. " And LaFollette i s yelling the l oudest. 

Now be says, "If Dannie Bell will fi x his piece , 
I'll have a companion piece. We will fit the 
two t hings together." 

All right . 

And be said, "Out or that the President can get 
somewhere." He says, "I've got the first; 
I 'll show that the states have out their rolls in 
relief vi t~ily, end I 'll show whet each s t ate 
has put in, and - particularly in Wisconsin -
which stateshsTenot kept faith with us.• Now we 
get the twp pictures , we fit them together. And 
be - end incidentally, he didn't agree to any­

thing. 

(Nods yes .) 

But he says that for the month or March the rolls 
will not fell below two billion two, but I t hought 

with those t wo pictures , which we have never really 
bad t or the tour years - publi c proposals for the 

next fi scal year, and then Harry having his -
and then the President can say to Lebmen , "Now you 
get X hundreds of millions or dollars f or the fiscal 

year - for the f irst or July. You ere talking 
about relief. What should I do less ror the State 

of New ·York? I won't do any more. That is the 
outside figure. Whet should I do less?" 

o.Jt. 
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Isn't that the way to handle it? 

Right. 

Anybody want to add anything? Anybody think I 
em wrong? 

Have another column showing the number or people 
attributed to each or tbeee projects. 

'1 . ...,_J 

Yes, we beve that by months. We have it by months -
the total number or people getting checks rrom the 
Federal Government; it is broken down. 

Hopkins has tbet. We don't have that on our 
recorda, but it is readily available. 

Did you (Oliphant) beer whet Hopkins asked me? 
Hopkins called me up while be wee over there -
would I pleaee,en a personal beals, advise him 
whether be ehould tell them t bet be would or 
wouldn ' t stop cutting bis relief rolls et this 
time. "No~, just as one men to another, you tell 
me." I said , "Berry, I ' m sorry." "Now come on, 
Henry.• I eeid , "No, Barry, I've said right along 
that is your problem. We give you tbe checks. 
We give you $6?5,000,000. It is your sole re-

sponsibility whether you should or shouldn't put 
on men or lay them orr. • "Ob, come on." I said, 
"No, I'm sorry ." 

(Laughs) 

I thought that wss particularly amusing. Several 
people here heard it. Herbert wee in the room sod 
beard it. 

But I ·think this 1e a very important thing end 
nothing will beppeo oo it until the President 
gets back. But Barry is tickled to death. 

Now with those two things I think that - I laiow it 
will be belptul to me. Won' t it be to you (Bell)? 

Yes. 

What? 

Yes, I think we coo get s pret ty good picture on it. 

Regraded Uclassified



H.M • .Tr: 

Bell: 

l! . IA. Jr: 

McReynolds: 

H .~· . Jr: 

A•cReynolds; 

B.M.Jr: 

McReynolds: 

Oliphant: 

L!oReynolds: 

Oliphant: 

H.M. Jr: 

Oliphant: 

H.M.Jr: 

McReynolds: 

H.M.Jr: 

- 5 -

If Lehman says we should st op deepeni ng the river, 
or out out a coupl e of CCC camps - let him say 
something definite . Let him seve some money. 
Whet? 

(Nods yes.) 

Mac , I saw Peoples yesterday. 

He ' s in my office now. 

Good. And I spoke to LsCuardie and LeCuerdie is 
coming down, gets in at 1:00 . So have something 
for me this afternoon. The only thing, I said, 
"Now listen, LeCusrdia , whet i s the min1mum 
you will take this thing?" "Well , I'll take 
five years at leas t." We said , "Is that the 
minimum?" "Well, in a pinch , I ' ll take three. " 
And I told him we were going to leas e it to him 
for a dollar a year. 

It' s all right, we•ve got precedents on that . 

Oh , yes, there's lots of precedents. 

wenchel is in t here with Peoples now. 
Peoples has three precedents, Herman. Peoples bas 
three precedent s . 

I want t o see the precedents. 

At a dollar a year. 

I want t o see the precedents. I want to see that 
the Secretary has the authority to give away the 
use of the oooupst1on of reel estate. 

I haven ' t. I ' m going t o do it for a dol l ar a year. 

Are you? 

And incidentally, the thi.ng wbioh I can't make sense out 
of is that Mayor LaGuardia says the i des originated 

with ~he Health Bureau. 

It did. 

Yes. 
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Yes, the doctors in the Health Bureau - the man 
et the head or their health outfit - the ~uersntine 
man in New York, is the one that started it, because 
they have had that on their hands for some years 
end there is some maintenance charge, end they 
make no use or that. 

But wby doesn ' t Perren want it? 

Be says he has no use for it. 

But wby is Perren trying to block it now? 

Is Perren trying to block it now? 

SUre , that's wbet I understand. 

I don't think so. 

Sure he is. 

I haven't beard that. 

I think you ' ll find that. Al l right, by 1:00 you ' ll 
have something f or me any way - if it 's legal. 

What time will be be in about? 

Around 1:00. That gives you lots or time. 

Inoldentelly, I made the statement that it my legal 
work was as poor as 11:. Vincent Auriol ' s work, I'd 
have t o resign. llr. Vincent Auriol doesn ' t have hie 
home work done. It is unbelievable. 

Well then you're ell tine? 

(Node yea.) And I'm reeling better. I ate rood 
yesterday t or the first time in s week. 

All right. With the help 
we ' ll get a lease tor it. 
eo tickled that I thought 

or God and the lawyers, 
I'm not eo smart - I ' m 

or the lease. 

!Yery reason that that should be done. 

This is whet I told McReynolds end Peoples. Believe 
me tor months they tussed around With s power 
bo~se in New York City, end they got a bot potato 
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and they called me in, and - Just like t hat: 
Everybody saye , "LaGuardia let you down." He never 
let me down. Remember wban Coast Guard wanted a 
l ease for fifty years on a place tbere on Floyd 
Bennett field? He played bell. 

There i s every reason why tbe propert y should be 
put to t hat use. 

Well , if Mao can keep hie food down, that's t hat. 
How about you Dan? 

I have a matter I ' d l i ke to talk to you about 
afterwards on Red Crose - just a minute. 

Archie? 

Nothing. 

Nothing, Mr. Secretary. 

Con#ortium. 

Have you got a letter? 

Yes. 

Has General Couns el seen it? 

No. 

Will you let him see it? 

Ah-ha. 

And when you ere reedy - I ' ll tell you what I ' d like 
to have, see? I ' d like to have a letter prepared, 
and I ' d like Bell to look at it , Lochhead to look at 
it, and General CounRel ; and when they are ell ready, 
I am ready . 

What ' s that? 

ConiOrtiWB. 

What's happe.ned i s etriotl7 1n the office. It ie 
ver)" confidential. Hull writes a t wo- page letter, 
wbioh I haven't reed, to the President on certain 
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things in connect ion with China. The President 
mar ks " Extra , ertr e confidential - how should I 
handle this matter?" So , in other words - I 
mean we want to do i t very quietly. So after 
those people have seen it - I ' l l make you 
(Taylor) chairman - Will you ring the hell and 
let me k'now when you a r e ready? 

(Node yea. ) 

Herbert? 

31 7 

I suppose you noticed the extent to whi ch Mr. Early 
was able to contr ol Mr . Pelley ' s publ icity. They 
had a banner line and a copyright ed story in the 
Scripps Howard papers on Saturday about the rail­
road retirement pl an . 

I completely missed i t. Would you send it in t o 
Magil l ? 

Yes , I ' ll he glad to give it t o him. 

We met with Lat imer th i s mo1·ning . 

I ncidentally , the~ memorandum which you gave me -
I ' d l ike to have a duplicate or i t; the one 
which I t ook over t o the President - that memoran­
dum plus the attached thing. The President took 
i t, see? He got it. But that ' s the only copy I 
bad . That ' s your memor andum plus something which 
was attached . 

Have you any suggestions on this confer ence this 
morni ng with La t imer? · 

No , except that I wouldn ' t lift a finger until you 
ar e ent irely satis fied where we go , etc . 

In connect ion with that , I think tha t all their 
actuarial comput ations shoul d he checked . Now 
Reas h has worked on it and be is crit icizing their 
assumpt i ons, which be t hinks are subject to error. 
But che cking t he act uarial computat i ons i s something 
which we should do before . 

Tha t wi ll st all it, i f you (Magill) want t o. 
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Wel~ , what should we do - stall it or not? 

Use your own bean. 

All right. 

Whatever you do, I ' ll back you up. 

I ' d feel a lot safer if Reagh would cheok, because 
if anybody goes out on a limb, he wil~ always tell 
you. 

Well Magill i s carrying his ball and I'll beck him 
up. You {Magill) t hink of t he thing& you want checked . 

Well , I do. The only rea son t ha t we have been 
hurrying on this thing is on account of this 
railroad executi ves • mee t ing this morning, but the 
beans have already been spilled on that any way, 
as far as I can see. We ' ve got all this publi-
c ity. We might as well take our time in checki ng 
it. 

I wouldn ' t let - I mean I wouldn ' t move one bit 
raster than what you can do thoroughly - a work­
manlike job. Now they tried to rush me on this 
sugar tax; I refused to be rushed. The message 
went up . It would have been fer bette r if they 
had given us a little time. And wbat bas happened? 
The message goes up , it' s put in the hopper , and 
they've forgotten about it. It would have been 
far better if they had given us a little time and 
hadn 't rushed us. What? 

(Nods yes .) 

I mean - incidentally, did the State Department do 
its home work, or didn ' t they, in connection with 
the Cuban treaty? 

I think t hey did , because when I went over to 
Agriculture t here , when Sumner Wellesaad Wallace 
ware there , we raised this question about the Cuban 
treaty and the question of the time element, and as 
I recall, the first of September, first of August -
about 1n there - why, the thing has to be radis­
cussad anyhow. But that wasn 't quite as clear in 
the massage as it might have been. But sumner 
Welles apparently knew that t hey were going t o 
have a renegotiation if they sent it through in 
that form. 

Regraded Uclassified



H.M.Jr: 

Oliphant: 

H.M. Jr: 

OliiJhant: 

Bell : 

li.M. Jr: 

Mrs. Klotz: 

B.N.Jr: 

Taylor: 

H.M.Jr: 

- 10 -

Well, I 'd say in passing that I am very proud 
of my Treasury group for the way they helped 
me Friday and Sat urday on this French thing. 
And certa i nly - I mean I had to carry the ball; 
the Pres ident was too busy t o be bothered with 
it. I carri ed it alone i n t he Treasury. And 
looking over it, we didn ' t make one single mi s t ake. 
And after all , we are traveling supposedly in the 
fas test company in the world, and t here wasn 't 
one single mi stake. 

And to think that the French Cabinet would meet -
come out , announce t bat on Sunday night - every 
"Big Wig" that tbey beve make a radio speech in 
front of the loan, end t hen find out that after 
the announcement of the Cabinet that they ere 
going t o float s l oan, they haven 't got the legal 
right t o do it. It i s just unbelievable. Plus -
which the paper s haven't caught on to - t hat t heir 
decree of October 1st says that they should 
seize the gold of the citizens of France at the 
old gold price and t hat t hey can ' t do whet had 
been announced: That the people of France can 
turn in their gold end get the new price. That they 
should make t wo such maJor mis takes is unbelievable. 
And, i t I may add, a mistake - I wouldn't even wait 
to get tired; I'd resign . It's jus t unbelievable. 

You ' d be on your way out of town. 

What? 

You 'd be on your way out or town. 

Be railroaded. 

It ' s jus t unbelievable. 

Mrs . Klotz, see that Mr. Oliphant gets a copy ot the 
note~ t hat Mr. Mall et bed l est night. I'm having 
it photostated, and let Arable have one. 

Lochhead , Gaston . •••....• • • • · · 

No , not Gaston; Just Oliphant and Lochhead and 

Taylor . 

Well, I gave it to Arable this morning. I reed it 

to him. 

Well , then Jus t Oliphant. 
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I ~~s j us t going to say I ' d rather not have i t on 
paper. 

Hennen? 

Well, you •ve got - may I see you a minute about the 
Swiss case? 

Sure, we ' ll take turns, if you don ' t mind . 

Just in the room here, the thing t hat the Engl i sh 
said to me - "Please , Yr. Morgenthsu , pl ease don't 
weaken on whe t you have told them, so the French 
oan come around." "Please ," seys Mr . Chamberlain. 
"Pleas e ," says t he British Counsel. And the 
F~ench Couns el says to the British Counsel , "Well, 
I can see where the United States Government has 
legal grounds to turn us down, but where does the 
Brit ish get off?" 

It worked per fect . 

"Where does the British get off?" 

Perfect . 

"Dirty so and sos," - what do they call them , 
"Limeys"? 
Limeys is right . 

Limeys is right. 

One other matter , if you have a minute for it. 
This neutrali t y legi,letion worries me a little bi t . 
I ' m afraid t o say, if next November a war would break 
out in Europe , Just what our posit ion would be under 
this , and I think we ' d be embarrassed . Did you have 
a chance to read that? 

No . 
I hope that neutralitY legislat ion doesn ' t get so 
far .. .. . · · · • · • · • 
I gave i t to Wrs . Klotz with a not e "Pl.,ese ask 
Herman Oliphant to explain this to me." 
I only got to look at it lest night . 

I haven ' t shown you anything for tour days. 
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I ' ve got the memorandum and you said you didn ' t 
want to talk about it until today . 

There i s a lUnit to what everybody can do, and we 
worked last night - I ' m up to date on my mail now. 
The thing - I ' ve made notes and it will flow back 
to you this morning. But after ell , I think to 
do our own tlnenoing end t ell the French - I think 
is about ell any human being can do . Plus relief. 
I mean we have three things, any one or which coul d 
have been a ma jor blunder. 

Well , I was agreed it should go over this week, but 
I should thi nk that ti ve minut es ..... . ....... . ... . 

It is important; I don ' t think t here is any question 
about it. 

I ' m not exaggerating; I think t hat Senator Nye 
celled us about five times, didn ' t he - I don ' t know 
bow many times - celled up Mao . He bed e home-town 
boy getting $1200 , end this boy - the Senator told 
me he was at ~he J apanese Embesay calling me , end 
he seye , "Thi s boy is living in our house. Can 't 
you get him a •• • ..•..•• " 

Living in whose house? 

Sen. Nye• s bouse. And he says, "He grew up with my 
!emily; I can 't just get rid of him. " So I cell up 
my friend end political strategist , t he V. P., end 
say, "Jack , whet would you do?" Be says , "That 
dirty so and so - tell you what you do . Give him a 
30- dey appoi ntment end t el l him to come around again 
on the twent y-ninth day." 

Element ary my dear Watson . 

So be gave hi m a 29- day appointment, which I think 
is marvelous . 

I s hould t hink now he ought to be able to endorse 
another cigarette. 

I've got a little one here t hat you can relax your 
mind on. on this processing tax, i s t here eny ob jec­
tion - sugar tax, is there any objection t o our 
doing a li~tle b~e work on the subject or the 
administrating f eatures of t hat - particularly what 
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we would do it it were declared unconstitutional 
again . 

I think it is highly proper that you do all work, 
so we ' ll do both - work constitutional and uncon­
stitutional. 

That's what we have s tarted to do . 

Fine. 

The Department or Aariculture has a lready decided 
that the bill ia constitutional , until we find out . 
Shall we talk to Agriculture or not? 

Anything you think you want to do. 

I think we 'll l8t them alone . 

As long as you take enough time on it. 

Well, you • ve got to decide . It is not my proble.m. 
Use your horse sense and i t is O.K. with me. 
What else? 

That ' s all . 

Now who wants t o s ee me? Oliphant wants to see me 
and Bell wants to see me . Well , Bell asked first. 

Didn ' t Harold have time to tell you about that opium 
seizure in New York? 

No , I called him and ••¥••······ I called Harold 
at 6:15 and . • •...•. • .. 

Harry Durning called me but be didn ' t give me aa 
much of it as there was in the news stories out ot 
New York. 

Harol d has no details. 
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TREASURY DEPARTMENT 324 
INT'ER Of'1'1Ca COMMUHICAnON 

DATO Mlrah a, l GST 

•o s ..,retary Morc..,tbau 

,.o.. llr. llacill 

Subjaot:ContereAM 011 llaUrw.4 Retlre-t hcblat101l att..,ded b)'< 

llr, LatS...r, llr, Bell , llr, Baaa, llr, R•p &Ad IIIJ•elt. · 

llr. R-eb illtc:ru ua that be baa aerloua qu .. tlona recar41A& 

a8ftral ot tba f>mdnmtal aaa....,tloca 01l the bo.ole ot .., lob the 

aot,...ial ocaputt\tlona wra •de b7 tha llallroa4 Retil'a-t Board, 

'l'ber o 1a at leut a r;ood po .. lbillty that llr. R• r;b'a atlld7 will 

obow that tba propoaed taz h -h .,,.. illa4eq~ate tball the Boal'4 

tbiDka it 1e to -t the retll'e-t allo.:a.oeo ..,lob ban bee a r;reed 

upoll. llr, Ruaoall R•c)l otatea that it will take about two w elco 

tor b1a to -.lea a eatbtaotor)' oheolc. 

llr. LatS...r illtol"lled ue that tba llallroad Brotherhood• han 

al,...d7 apprond the ,., plaD aD4 the l'&ill'oad .,..out ina are expeoted 

to approve it 011 llal'oh 9th or ll&rob lOth, fba avead propa 1e tor 

the exeoutl ... • to adTlae the Pralldeut to t bla affeot. The two new 

Billa will the be 1Dtro4uoe4 111 Coav .. o b7 Ccmve .. .u Robert Crouer 

(Ohlo) &Ad Seuator •r;uer. llr . Lataer aaya tlw.t the Pr .. ld""t oteted 

that be would _.ita to the Cbau-..n ot the C..-ttteea to ..t.lob the 

Billa .,uld be retaned. 

llr. Bell &Ad I th1Aic that the PruidaAt ahould be o.dTioad 

that it will ta1ca ua two walce to obaolc the oo~tlona &Ad tbat,it 

p<>ealbla, the iutroduotioA ot the Billa, or at l••t the I'J'eaidaot' • 

letter, abould be held up u:ntU w baTe a obanoe to ooiiiPlat e our atud7. 

llr. LatS..... ateted that llr, O.ol'l• lla:rrla011 ot t he Railroad Brother~ 

booda, -• 111 obo.rr;e ot aaourinr; the 111tro4uotion ot the Billa. 
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FOR Rm.EAS:E, MORNIIIO lWSPAPERS , 

llondPx. IIPrch 8 , 193?, 

Wa~h1nt;ton 

325 

Preoo Service 
No. 'J-73 

~ccretary of the Tr eaoury Mor gonthAu announced today tho offerin~ of an 

additional locue of 2-1/2 percent Treaoury bondo of 1949-53, in exchen~ for 3 

percent Treacury noteo of Sorice B-193?, ~turing April 15, 1937. Exchan~a will 

~e cade ~r f or par , with an ndJuo~ent of accrued intereot ao of March 15 on 

the bonda iooued and tho notec exchanged.. $502. 361, 900 of the noteo of ~cries 

B-1937 will mnture on April 15, 193?. Tho offering of Tren~ury bonds will be 

limited to tho amount of ouch Troaoury noteo tendered and accepted for exehan&e. 

ca:h oubacriptione will not be r eceived, 

The Tren.ury bondc now offered in exchange will bo an addition to and will 

form a part of tho eerieo of 2-l/2, percont Trcaoury banda of 194,-53, iooued 

purounnt to Department Circular No . 5?2, dntod December 7 , 1,36, They aro identi­

cal in nll . r ecpecta with :mch bonclo , with which t .hey will be f're~ly inter­

changeable . The bondo o.re dated December 15, 1936, Md beer intereat f'rom that 
I 

r ate of 2-1/2 percent per &nnUM payable nemiannunlly. They will 

caturc December 15, 1953, but may be r edeemed at the opti on of tho United ntatoa 

~n and after December 15, 194~. 

~ubocriptions will be received a t the Federal Rooerve Banko an~ branchea , 

the Treecury llePftl'tlllent, Wanh1nt;ton , end ohO'.lld be acc...,..,Ued by a lilce 

face ""'ount of Treanury noha of ~;leo B-1937, maturing April 15, 1937, with 

coupon due April 15, 1937, attached. f ollowing ncceptance of the notes , the 

oubacribor will be c r edited with nccrued intoreat from October 15, 1~3&, to 

on the Treeoury note• accepted, will be cbart;ed with accrued 

'(! 
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1ntereot frCGl December l~o 1936, to ILP.rch 15, 1937, on the bondo to be hou~, aD4 

t iffercneo (nbout $6. 26 for ench $l ,GOO !nee amount) will be pnid to him. 

The right io reoerved to clone the booka no to any or a1J oubocriptiono 

at any time without notice , nnd , oubject to the reoorvrtiono ~ot forth in the 

officiP.l circular , nll ouboeripti onn will bu 1\llOttod in full . 

?he precont offering will be the only opportunity preoentcd tor the holdors 

of rreaoury noteo mrturing April 15 to e~chnn&e their notoo for ot her intercat­

bosring obli~tiona of the United st~teo. 

:;peeilll Trcaoury billa nggrepting $300,000, 000, which 1111\turo !.=ediPtOlf 

..rter llt-rch 15, Md about $165, CGO,OOO intereat on the P\4>l1c debt , llh1ch beeQl:leo 

due on llt-.r ch 15 , will bo prid from quarterl7 tnx reeeipto. 

Tho text of the o fficii'~ circular followal 
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Ull1 TED S'U1'ES OJ' Ala!! I CJ. 

2--1/2 PERCE!t'T 'l'RElSURT BOIIDS OJ' 1949-53 

DPted t.nd bo•rln& 1ntereat f r om December 15, 1~36 Dlle December 15, 1953 

REDV'E'"llt.E AT TRE OPTION OF THE TJNITED STATES AT P.Al! AND ACCRUED I!ITEREST (JI AND 
AFTER mlCEI.IBER 15, 1949 . 

Interest pc.yo.b1o June 15 p.nd December 15 

1937 
DepP.rt.:>ent Circuli\%' llo. 574 

Pu.blic Debt Service 

ADDITIONAL I SSUE 

I . OYPERnrc or 1\0!!DS 

'l'RElSURY DEP.L'!'I\IE!ll', 
Office of the Secretr~, 
YP.shlngton, I!Prch 8 , 1937. 

1. The seeretl\l'Y of the Trepaury , purCUI'.nt to the authority of the :;econd 

Liberty Bond Act , nppr ovod September 24 , 1~17 , no ~ended, inviteo aubacrlptlono , 

at par rnd nccruod interest f r om December 15, 1~36 , from the people of the United 

Stnteo for 2--1/2 per cent bonds of the United Gtnteo , doolgnnted Trensury Benda of 

194!>-53, i n pnymont of which o~y Trer.aury lfoteo of Sorice B-1937, Mturing 

April 15, 1')37, lllliY be tendered . The p.mount ot the offering under thin c irculnr 

will be limited to tho rJ:Jount of Troe.aury Note:> of ser iu B-1:>37 tendered to.nd 

accepted. 

II . DESCRIP'I'I <JI or BOliD5 

1. Tho banda now offered will be an addition to rnd will form n pnrt of the 

oori oo of ~1/2 per cent Tren aury Benda of 194,_53 i noucd pursunnt to Depr.rtment 

Clrculnr llo . 572, dt'.ted December 7 , l':l36, will bo rt·oely 1nter clvlngcnb1e t hero­

~1th, nre identic~ in nll r espect• t~rowith, ~d 1\J'O deacr ibed i n the followi nc 

quotnU on fr9"' Depnrtment Cir culP.r No . 5721 

1 1, The bonda will be dated December 15, 1936, p.nd will bear li>­
tero~t froiD tblo.t drte nt the rr.te of 2--1/2 percent per p.nnum, pa;yable 
a01111MDUA117 on June lS Nld December 15 in e~~ch yonr unt11 the princi pal ~~mount become~ pry,.ble. They will u .tur• Dec•ber 15, 1:155, but 111\3 be 
rodoemod n t tho optioD of t he United Stftteo on &n4 ntter December 15, 
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1949, in whole or in part, at par and accrued interest, on &n7 
i ntereat daT or daya , on 4 montha 1 notice of redamption given 
in auch manner aa the Secretar)r of tha 'tr .. aur7 aball prescribe. 
In caae of partial redeaption the bonda to be redee.ed will be 
determined b7 such method as maT be prescribed b7 the Secretar7 
of the Trea111r7. J'rom the date of redemption duigMted in &n7 
auch notice, interest on the banda called for redeaption shall 
cenae. 

•2. Tho bonds shall be exempt, both aa to principal and 
interott, from all taxation now or horoaftor imposed b7 the 
United Sta tea, anT State, or an)' of the poaaesaions of the 
United Stn tea, or by &n7 local taxinc authorit)', except (a) 
eatato or inheritance taxes, or gift taxoa, and (b) uaduated 
additional income taxes, commonl)' known aa aurtaxee,and excess­
profit• and wo.r-prcflta taxes, now or hereafter imposed b7 the 
United Stn tea, upon the inca .. or prot'ita of individuals, partner­
ahipa, aaaociations, or corporntiona. The intereat on an amount 
of banda authorised b7 the Second Libert)' !onlf Act, approved 
September 24, 1917, aa aaended, tho principo.l ot which does not 
excood 1n tho OQ:rogato $5,000, owned by IU\7 individual, partner­
dhip, naaocintion, or corporation, ahnll be exempt from the taxea 
provided for in clause (b) above. 

•s. · The bonds will be accoptablo to tocuro deposl ts o.f 
public mone)'a , but will not bear the circulation privi lege and 
"ill 110t bo entitled to IU\1 privilege or ccnveraion. 

"4. Bearer bonds vith interest coupons attached, and banda 
reeiator,d aa to principal and int~reat, "ill be issued in de­
nominntiona of $50, $100, $500, $1,000, $5, 000, $10,000 and 
$100,000. Provision llill be IO&de for tho interchnnge of bonds 
of different denomination& and of coupon and registered bonda, 
a.~d for tho tranafor of registered banda, under rulea and re~­
latlona prescribed b7 the Secretar7 of the TTeaa-.lr)". 

•s. The bcnda will be 1111bject to the general re4:'11at1cns 
of the 'rre&lllr7 DeJllll"tm;,.t, now or hereafter preacribed, goverJ)... 
ing United Statue bonds . • 

III . SUBSCRIP'l'ION AND ..u.I.OI'I(IIIT 

l . Subaoriptions will be receiYed at tho 7oderal Reserve Banke and branohea 

and at the Traatur)' IleJ)Drtment , waabi•·gton. Benlcin« institutions generall)' M7 • 

aubmit aubaoriptlona for account of cuat011er1, but onl)' the Federal Reoern banka 

and the Trea111r7 Departloent are authoriUd ~ act U OfficiBl acenei al• '1'ba 

Secret&r)' of the Treaaur1 r eserna th• ript tc cl~ae the boob aa t9 aSJ7 or all 

aubscriptlooa or clnaaoa cf subscripUona at &n7 tiM w1 thcut notice. 
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2, !he Secretary of the !reUUZ7 reae"•• the rl~t to reJect UfT eubacrlp­

tion, in whole or in port, t o allot looa thAn the amount of bcn4a applied for, to 

IIOlte allotaonh in tu.ll upon applicaticna fer a....Uor t111cunta and te eake recllce4 

allotaento upon, cr to r eJect, npplieaUcna fer lar«er Ol:IOWlh , or t e ndopt tU1!!f 

or all of tn1d mothoda or ouch other mothoda of nllotmont and claulfication of 

allotaonh aa aball be deiiiD8d 'b7 him to be 1n t ho public 1ntoreat: and hie action 

In tJ3J7 or dl of tho .. reapeeh ahall be fir~. SUbJect to theao reaorvnUona , 

all subecriptiona will 'I>• allotted in full. .Ulotmont 1\0tieoa "111 be oont cut 

pre~~pt:cy upcn allotcont. 

1, P~ent at por and aocruod interoat f or bonda nllotted 11111t bo made or 

eeaplotod O!' or 'Defore March 15, 1937, er on lntor all otaont, and aq be made 

•1111 threueh ourrondor cf an eq\ll\1 face ....cuni of !'re<~o1JW7 ll<'tca of,Series B-19371 

which will be neeoptod nt par end ah<uld aoeco~ tho aubacriptlen, Ooupcnt 

dated April 15, 1937, 1111at be attached to the notes whon aurrenderod. and au\>-

acribeu will be credited with l'Ccrued lntoroat therecn frca October 15, 1936, to 

llarch 15, 1937, ($12,~55 per h ,OOO): tho;r will be obarpd with accrued 

interest 0::1 the bcn4a frClll lleceabor 15, 1936, to llarcb 15, 1937, ($6. 181319 per 

$1,000) 1 and the nat adjuataant ($6.263738 por $1,000) will bo paid to th• 

follo91nc MceptB11CO of tho notoa. 

V, GJ:!MUL PBOVlSIOliS 

1, 11 f1aeal o.conta cf the Uh1 ted Stntoa, hderal BGaerte bellka nra 

authorised and requea t ed to roootva aubserlptlona , t c .ako allot.onta on the .... Ia 

and up to the IIIIOWih 1ndlcat.4 lQ' the Secretlu7 of the !rea.tur:r to the l'e4G'al 

Roaerve banka of the reapect!Te dlatrleh, t c taeue allct.ont nctlcoa, to receln 

P8111ont t or bolide allotted, te .aka deliToiT of bca41 en tllll-pald aubaerlptlou 

allot~ed. ad thtir ~ b.,... t nteria receipt& pen«tac .S.liTII'J' of the det1a1U't'l 
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2, '!he Secrotar)' of the 'freaaurT M7 at aliT tiM, or trcm twe to t,_.., 

proacribo auppl-tal or uenclatory rulee and reculaUone &OTerDiD& ~ho off.­

tnt;, wllicll 11111 bo comamicated pramptl;r to the hdoral lleeorTe baDite • 

BDRT IIORCP'l'IWI, Jll., 
Secretar1 of the !rea.ur,r. 

• 

Regraded Uclassified



UArch e, lQ~7 

Th1e meeeage rrom t he Chanoallor wao read t o me 
over the 'phone yest er day by Ur . Tayl or at 2: 15, and 
deliver ed to roe by ur. Uallet at 6: 45 • At 7 o'clock 
I rePd 1t to the Pr eeident . He had no comments . 

331 
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J10l low1!!1 from Cl\1\nceilor of the Exchequer. 

1fe undwrl'ltand P'rench Gonr1111en ~ are aeltln& Wr 

Morsenthau to reconsider his objections t o a~pnlnt­

ment ot P'71D« agents in New York for new French 

loan. We have already refueed a correepondinr. 

re~uest t ot P'7iD8 arran«emante in London. We thinr 

that tTPe of loan propoeed with ~xo~~ «UArrlDtee ln 

terms of dollars and sterlins is itself open to 

objection an4 l iable to cause embarra~ament now or 

later to al! parties but we cannit maKe our view on 

this .point efreotive in preeent oue tholl8'h it hl\e 

been aouepted by uther uuuntries in the past in 

eom...-t similar cir oumetanoee. 

Su&glete~ p&Tment of ooupone in London ie a 

eeparate point. On tnia w~ propose ~o mslntAia ~ur 

refusal which accords with Kr Morgenthau•~ Tier a~ 

we ltaow it. Only circumstance in whioh Ch&noell'r 

woul~ bv...., t o consider mntter afresh would be if 

on reoonei~eration Mr Morgenthau ahould fe el hie 

attitude and ours should be modiriad. 
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Karch a, 1937 

HU,Jr. spoke to the President thie morning and 
said, 1 Th1nge in Paris are aort or quiet. On account 
of the Tr~bune heading, I have aeked Robinson's office 
whether he would not call in the Cocmittee on Foreign 
Affairs and give me a chance to go up this morning and 
tell them what I nave done to aave ua from having an 
attack-on the Hill.• The President said that Borah 
and Johnson ehouln not be included. The President also 
said he wanted to lay a trap for Borah; in other words, 
to leave out all the Republican eenatore on that Committee. 

The secretary said to the President, •r wish you 
would call Bell and tell him he has got to go away tor 
two weeks. The man is very, very eick. He has a weak 
lung and he hae got to go away and if you will call hi• 
he will not feel that he is eh1rk1ng his work if he goes.• 
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ne1.n1 

B.M.Jr.: 

A. 

llr. Bell: 

H. M.Jr. 2 

Wr. Belli 

B.II.Jr.l 

RIPOII!r o7 ncam•u IICilOIII!IIAu•s 
PUSS OOIIHiiiOS, IWICB 8 , 19371 

S.n I aa. Don't \ell • U.., _. a lliet.eb. 

Well, look at t.hle t.h111C ('" 4hpa\ch) . !be oable 

•• eeat at 8100 p.a. J'r1~ n1Ch\-e8Dt froa PUb 

at 8100 P••· (neu ecr••4 to .a oorreoUoa 1A 

U• of 41epatch when \he Sec.retar7 po1Ate4 out a 

41aonpano;r.) I auppoae ;rou are all 1Atereete4 ill 

OQJ' f1Dallc111C· 

Oil the oloailiCT 

n ..Ul be rea47 ill a f .. mat••· 
\ 

Do 1f10. ba" aa;y idea of the peroentece of conYoraionT 

llo, .. Jut lalow when we'll olo .. the l>o<lb a:D4 JOil
1
11 

baft a re&Qlar releue for toaorrow aorll1Ac
1 

• paJIC'•• 

... • S.ar•tarJ, 7reaee 1e of prl.ar;r co-m to u 

Wdq. 

339 
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- 2 -

J"r•nm aaroae \he .-.. Of coa.rM, w•w ... D \he 

S.aa\or'e e\at-t; oae \biAC 1 oaa' t \ell tToa \bot 

e\at-t I ... 1e wheiber \bat 11111 effeeUnq ..,. 

i n J'rench fwld.e. 

I'• eorr)' \bat eome of 1-•o• ot JOU llbo aro hare 

now "ra't \bare thoe, bllt Sena\or &ob1neon .ben h& 

1 !'bat'• &11, 1 -...4 he ba4 no oo-\a &D4 I ha•• 110 

C-"tl \o a44 \o hie o\a-Dt-DODeo 

Ill'. Secro\er7, cu rou tell u \bo ...,1Di of the 

J'renol> 1 nch u J . P. llorpn1-t'bllro •• no qneetion, 

loll\ for CIIU' backcrawld into..-Uon - :. 

1'" no\b1Q1 \o a44. 

Call JW Jut tell u , wUhout quote , \bat ter8 1 nola U
1 

11 a J'renol> upreealon, bv.t U W01114 be J. P. llor.,.f 

1 4on' \ kllow--1 - 1. can• t . 

It'• a tranelat1on. 

Tee, it'• a tranalation. 

Ill'. leoretaiT. .., 1 ... \bit? 

If JtN're aeltiDC for~. U w01114D't-

.. oeeearllJ \bat u w01114 be J. P. llorpA; 114 better 
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Q. 

.t. . 

Q. 

"'· 

Q. 

.t.. 

Q. 

•• 

Q. 

"'· 

- 3 -

Ju\ U.p \o *' I 11&14-I'• colac \o atalwl o11 Ulla 

(JIDlll.uoa'• •C.'-' ·> 
Call 7W \all u ~ a'bciQ\ \be .Tolmaoa ""'­

lD\ai'Jift\aUoD ot ut 

I'a Yer)' aorr)'-I caD Do\, 

Dlcl JOil ult tor t.hla coDternoe 011 \be Bill t 

I ultN. for t.hla coDtare-; t.hla aorDillc ai 111M 

o 1 olocll: I oallecl up s.-\or JID'bi.Dao•'• otti.,. uol 

341 

aaDcl b1JI wbe\ber I coulcl co• up &Acl - b1JI uol \beN 

o\bar &e~~\1- 'lll>.o nr• pr .. eDi \o uplaln to b1JI ,tui 

wb&i I ba4 'b"" clo1DC 411riD& tbe lui '"" or t.br" claJO· 

Ill' . Secreiar7, •Tbe \hlo 1e a reaao11a'ble quaoUoDI 

Colllcl Jt:1V. tell u wbeiber \hie 1e t.he oD17 requat 701&1
ft 

reoe1w4 troa \be J'reDChl 

I'• eorr)', I caD' ' &Danr \be\ • 

Call 7<10. \all uo 'III>.J, \hlo 'be1DC u adalDlaU'a\in •Uer, 

'llliJ \bq \ocll: U up T 

I \hllllt U'a qv.l\e o'bdoua , wUh a claloooraUc tora ot 

CO,_Di, \be leclalatlft 'br&Dcb 1e enUUecl io kDow 

...,.., 1a coliiC OD· 

11oM \be ~ -~-- re-1141DC \o CoDCr••• 
.., nlalra\1,.. ot U.. Jolla- Ao\T 

I baft ao ~ plaD•· 
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Q. 

.... 

Q. 

.... 
Q. 

.... 
Q. 

-.-
Did JOU han ..,, 1D41cat1oDa \bat \heJ .... tad \o -

7<10. about \be ihillc, llr. Beore\&J7' 

342 

loDe -.llahoenr. I ,l1ut tel\--\hi• h a pol107 11bl.cb 

I han followed eYer a1110e I 1 w 'bee11 here, that whea­

enr \here han 'beea illportan\ 111\eraaUoll&l. t1Daac1al 

•ttera pell41~~~:, I 1Ye ub4 tor u opportwaH7 \o co 

'Q11 &114 explai11 it to \be l..Ure ot the SeDate aD4 the 

Bao.ae aD4 I 1 n do11e 1t a DWI'ber ot \t.ea. I'n doiM 

1\ a 1111&ber ot \t.ee . I do11' \ lr:Joow bow ~ \!Me I'w 

COIM up aD4 I 1 n al•Je tollo ... d the praotice wbell I 

do co up ot ,..,..r •lc1DC a eta\-a\; I'n let the 

Senator• aD4 Coagreu•a malca 1\, 

~re are eenral Coagreaa1oD&l au\hor1t1ea Wbo h&Ye 

Mid 1D CODDeOUOD wi\h thb aituaUoD thlol \be7 aaw 

ao reaeo11 wb7, it .., .AIMr1caD ha4 ae...ral thao.e&Dil 

dollar• 1D J'raDce, \be7 coal4D' t 1111¥ Parie 4et8DH 

boll4a. Do 7aa. - &DJt.hiDC that woald prohibit 

eucb parchaeee! 

I'• aorr,, I oaa1 t aae .. r thai • 

CaD I ulc 1\ thia ~' Do 70U CODaider the JcblleOD 

.&o\ •• ooata1111DC &117 loopbolee! 

I'• aorr,--ao\ that ~· 

11r. BeoretarJ, -r l ulc 1\ thia ~' 
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J,.. 

!hor DburCIU 

"'· 
Q. 

J,.. 

Q. 

.t.. 

Q. 

J,. . 

Q. 

J,. . 

Q. 

"'· 

- 5 -

Bo\, are 701l look' Ill& cmor or 'IUI4er 701Lr Cl&ueo? 

tit~~' Gill &lie -.l ot ., 0011. 

J.ll r14;b\ , .,'b. 

A quee\1oD ot ~ ep1rit ot \he la• or a'beolu\e 

le\\er ot \ he law. 

I'• eorq, I'll ,jlle \ aiiclt b7 \he •'-'--' tlla\ 

s-\or io'biuoD -.u. 

Ill' . Secreaq, troa \he 1\a\eaiD\, c...Utl U 'be 

~ietl \ha\ it \he Jrcch 11114 \oltl 701l M7\h1Jic 

1111 701L 1tl ban \oltl \be SeDa\e a 'bOIL\ ..,.q\hiac 

tlhCiluetlT 0D \he Bill \he Datural impUcaUon 

._. \ha\ 1Tir7tbi"'& uketl •• \oltl • 

I 14 rs\her DO\ .,.,_... 

I\ ~ Mrl 1\ ._. \he 0nl7 qllel\iOD IUIIH\etl. 

343 

All I - ~ hire 1a I ba•e illtoraetl \!Ia pn\1- I 

111\ wi\h ot eTeq\hiDC I ba'tl tlolll alnce JridaT .,miJIC 

\!Ia\ rlla\el \o \he tnteru\ioll&l al~Uollo 

11r . e.oreaq, 4oA' \ 70il uwall7 co up on \he Bill Sa 

-•eoUoD w1 \h propooetl l•ctalaUoaT 

1 do U..\ abo. 

1 - · U..\11 \be onl7 \1111 7W CO 111' \bereT 

Ob, 1110 • AI 70il - ~~:Dow, I 1 n CCIII \1111 ....S ._.sa \0 

repon Gill aaropeu euaau•• 1n tlblah 1 - reepaa­

el\le tor-I'n c-• 11p a ~rot \11111• s-\11111 
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Q. 

.... 
Q. 

.... 
Q. 

.... 
Q. 

.... 
Q. 

.... 
Q. 

.... 
Q • 

.... 

- 6 -

\be pD\le- baft o- 4o., here. lila aUnr aa 

\oomuc np1417 1 ba4 a ~ ot oo..re,_.• to 

1atora \Do. wbat pollq 1 ._. tollowiac 1a ~ w 

\be piii'O!Iaae ot dl.,.r. 

llr. S.oretar)-, Sa~. tor ~. 700. \ol4 u 

Ul&t not lalo'tlinc the teDU ot the J'reaoh lou 1\ woul4 

be t.pol81'ble tor Jt:1Q to ear wbetbor it woul4 or woul4 

not be hpl tor J.Mricana 1a ,._oe to '11111 tbo1r 

aeGGritlea; 4oea \hat atUl ataD4f 

344 

I 1a Jut coinc to atlck 117 Senator Bol11u0111a ata-t • 

Do 700. ben N11 turtl>er contereDoea eche4ule4 111th 

J.allaaaa4or Bonnett 

lot toc~q • 

I 4ml't .an \oda7; I - ln tbo ia-lU'""•te tv.Qare , 

llr. Seoretar)-. 

We're OG a at-hoar llaaia • 

:D14 7<111 aee \be Aallaaaa4or toda,r, llr. Seaeto.r7f 

y ... 

Woul4 700. aare to 41acuaa 'Oba\ \re.nep1re4f 

I'a eon'J • 

IIU \be OaaAMlor \beret 

Jo, 

I - · a.q ot \he llrUlab .....,.,. 

Regraded Uclassified



~. 

J.. 

~. 

J., 

~. 

J., 

~. 

J., 

~. 

J.. 

~. 
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~. 
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nu \be7 be here later \hie at'-ftooat 

lea. 

llr. S.oreUI.r')', will 7= lool< a\ \be lad pancrapb 

of U..\ \Jpewr1Uen ~--•• \bat par\ of 7r10r repq 

or S.aa\Or lob1naOD1 a a\a'-A\f (nein 11a114a hill 

elwlet of paper.) 

'!'bat ae part of rq e\at-nt.. 

1 -· 7aru e\at-A\ to \he Aabuudor here, Ill' · 

leGI'eUI.r')'f 

t ... it ••• 

1 \ct.Ok \hie o.,.r \he telephone 1A ehor\llallcl. ancl. 1 
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ci.14A1 \ ltuow; that' • all part. of the - th1oc. (n.ta) 

JUt a 1111111\e-1 1.,. cot a llwl cow. 

Do 7= oad aapen1oAe on IIJ' \7P1JIC• 11r. s.cra\ar7t 

(nea) 

1 4on1 t. on 'fO'IU t;yp1D& but on 7aoz oarboA paper. 11~ 

C>IL\ o011p&r1GC U word. for word., \hat 1 
• t.he - . 

TC>IL -· the part t hat. 1 8ecretar7 llorgen\haA appreo1at .. -.• 

!hat.'• all part. of t.he e\a'-"'· 

llr· ~Mre""'J· ... 1 'QIIcl.ere\aAcl., t.here ... a cr-' ,er ... -

haUca-1 ~ \hat.'• t.he word.-011 t.he BUl ae a renlt. .... 

'fhll''' a t.wo-4ollar wonl 
I'll \eke a ra1AChec* ca 1\. ----of .... , \heM Ue-

pa\obee froa Parte were ..,1111 on.,.., aoz aU1t.acl.e ae 
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or at le&ai atiellpUJIC to ~ ao , allll 1a tbera ~ 

poaal'DUH;y \bet ;yoa. wnt 1q1 on \be 1111 to ward. ott 

\baiT 
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I'll co 50-eo on t.ba raapona1b1li t;y ot what ;yoa. tello .. 

will write, IIIli not on llbat t.ba tellon on t.ba oilier 

aide ot tho ~ter will write. 

I think ;yoa. m1aunderoioo4 ., queo t ion. 

lo, 1 414111 t. ScDe ot the 41apaicbeo which ba ... .,_ 

tellon oroul4 put 70v:r - to. 

What 4o ;you th1nlr: 1Dap1rn tbooe otor1eo, llr. Secretar;yf 

I ba•en't the aligbteot 14aal 

llr. Sooretar;y , I ba.an1 t oeen the oiatement, bitt I UA4ar-

aian4 that ihio oakaa no .. nuon of ;your contact with 

\bt llr1 Uah. 

!be;y aH n.ot noauac U$ loan. 

! thoach t ;yoa. ha4 - talk with the Br1 U oh on Sit. tar4a;y 

&D4 ware •oioc to again t o4a;y. 

Ia haY~ talka aomett..o a c01q>lo of t iMe a 4&7 aD4 

.,.un n ot tor a waak , allll u•• pari ot the tripartUe 

acr•-' that wa bep each othar WorM4 on .,..., w 'ra 

4o1DC• 

11r. a.oroiai"J, ion' t ono ot \bt \r..,.bloa it thia loan 
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co .. o ... r in \be w.oeeeet'tll ~ 7011. hope , im'\ u 

Jtlflr iU. t.lla\ 1t wlll e;rphon a lot of cold. av.t ot 

\hie cowatrJ &Del 1t 11111 reqv..lre eo• action of \be 

triparU\e aeree..,nt to bep tbe thine etable? 

I 'll et1ck r i &ht t o Senator BobiDeon'e etatoment. 

Dlcl &Q1bocl¥ el.ee participate in \be cootereoce wlt.b. 

.AII'baeeaclor Jo=eU 

He b~t ciOWD J.ppert, the rreDOb. tiaanclal attacbe. 

Dlcl JOU taU: about hot IDODIIJ wb..Ue 10U were up \bare 

on tb.e Hill? 

We neYer mentioned. 1t, 

Can )'OU tell u aometb.ln& about 1\ now7 

.0 , )'OU1Ye COt a pertec\17 COCci etat-nt l'r«4 Senator 

Bob1neon. 

347 

Do .. 'fbnre~' e etatemeu aU ll etancl-tbat t be !r•SUrJ 

1a will in& to cooperat e wi til the Prencb. 1n the ep1rl\ 

and wor41nc ot the uhUnc law? 

I eq eo rich\ t.lwre (poiD t iQC to etatement.) 

llr. Seoretar)', \hie 1a ott ot \bet aubJeot -· 

Ooo4 'bo7-wlc.- to av.r ci\7· 

!be loDe LoU -.,k STe- ia plan~~.ln& a bond. h­

e-tiM arOWI4 \be la t ot .t.prU • Ia there &111 cb.uoe 

the 'rreaiiDI7 will take it up? 
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llr. Bell: 

Q. 

H.II,Jr,: 

Ill'. Bell i 

Q. 

J., 

Q. 

J., 

Q. 

J.. 

Q. 

J.. 

Q. 
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Bow aboR\ \bat, Prote11or Bell! 

Let'• !lope \bat won't be -•1&17 u4 u.q•u.n., 

u 111 u.. ..rbt. 

It 7011. b&4 • evplu of oaell - -

I nall7 d.OD' t !mow, 

!bat'• \oo tar ott. 

I' • 11.0 t clear OD one ot.her poiD. t 1 Do.. thh c~~aD.ce 

the \r1J*rU te (proD.OWieecl ted) acr-D.t 1D. U7 

~-U.. d.eftlo_.,h a1ooe J'r1d.a11 

.Ul I can Ia¥, in eo tar u the tr1J*rtl te (prOD.OUD.ced. 

Ute)-nll, I d.OD.'t ..,., to be too J'rench-t.he 

tr1J*rt1te (ite) acreement 11 1till t1gbt--1t 11 at1ll 

1D. toroe. lot.hiD.g hu happened. in aD7 w.T to ella~~&~ 

u. 
1o ot.lllor countrie1 haft c- 1nf 

lo. 

Do JOU e:r:peot an,y ot.heraf 

lo, " d.on' t e:o:pect an,y otherl. 

I wiah JOil'd. ..,... ..... qu1t1on (LiD.I.) 

~,,Oil_.... ••• 

!'lle7 bi'OQIIl\ u hack .,atn-1 --.' coiD.c to aT • 

word.. 11r. Seore\al'7. U an .a.-dean -t oftr _, 

\0 'ba¥ a :rrench bond. iuv.e, ot cOill'l•, t.llll !r.._,. 
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would C-' a record of it. 'fbat wwl.d 'be done about 

1t1 lbo would turn 1~ onr tor pro .. cut1onT lhat'a 

U.e prooedllreT 

1'• aorr;y, 1 can't anaoar that. 

Boo abou~ tumiD& 1t oYer to J . Jdcar BooYer, llr. 

Seore ~r;yT la U..re an;yU.1DC to prO'Jent the DC or 

the :re4eral Buen e from bu¥1nc a portion ot t he bond 

1.n the Johnaon J.ctT 

Jro, nor llr. lallace e1U..r. 

TOll ea;r no , there' a noth1nc 1n U.. Johnson J.ct-- • 

T010 1ra Jolcinc, aren't ;youT 

Ko, I'm not . 

lall , 11 11 take it aa a Joice . 

la there an;y author1 t;y undar which TOU are uare that 

349 

the B:rC, ~c:ul tnre Depar•en~ or anr oU.er len41Dc 

acenc:r of U.e gonrnooent could 1nftat in rrench aeour1tiea1 

Liaten, t e llooa, don't etart makinc Joke• araond her e. 

llr. Secretary, 1 aek a! honest qu .. uon on thi•· 

'!he o\ller one •en' t. 
1 obJect to ~he elander--1 aek :Ya<l pw-el:r for 1ntor88t1on. 

1a \hare an:r ~ 1n obich U.e J.Mrican oan..-t baa a 

~ of cheolcl.D&-N¥ 1 1n cat a tbaaaand dollara and 1 
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w.nt to 'blq part of thia loan 11114 I aell4 ~ ....,.1 

a'broa4 to a trielld tor example, and e&1 1>q;r .,. a 

ibollaaD4 dollara worth ot th .. e :PHDCh defeDM boD4a. 

Girl tr1ell41 

Yea, air , ~irl trie~I1m lrenoh DQ'&elf. Bttt 1a ture 

~ w.:r ;you can oheolc auoh a traoeacUoof 

fbe aoawer ia no. 

Could JOU e&¥, for ba~OWid, whether thia qv.eaU"" 

..,_,tied 'b;y the :rreooh Goft.......nt i oTOl'fed tu ahip.. 

•nt of tlulde abroa41 

I'm aorr;y--I don't ull4erataD4. lfeither doea , ClarenceT 

What I meant 1a thill Do .. thia qv.oation aubmitted 

by the lrenoh Goftn>meDt -· 

LiataD, the only la47 preaent IIU«ht ait cl<nm 11114 be 

coctortable. 

I don't need to. (Doria lleeaon) 

You'•• been ao good u p to now I 1m worried; I don't 

Jr:now when ahe'a ~ing to bllbble onr. 

I •a ao inuperienced w1 th 100nq. I _,t to finlah 

iha t qv.ea uo-111YDlft ei iher the ahipaent of tiiD4.a 

ab~ or u.ae of credit• which uq .t.Mrioao 111atUIIlUou 

ai&bt baft a•ilable w1 ih a forei&D correepoJ14eDt. 

lranl<l7, I don't cat it; e&¥ it ecain alowlJ. 
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I all, ooul4 w ~AT, for b&oJrcr0W14, or for our 

lnfo~Uon, whether \hie queaUOD of the J'ranch 

Oon..-nt nbllit\84 to 7010 for uawer relate4 to 

or iJIPlie4 \he shipoD8Dt abroed. of American tw141 

or the uae of cre41h which u J.merie&D institution 

mi&:ht ha'fl &ftllable wi \h a forelgo correapo.lldent. 

fell, now, what Senator llobinaon aai4 in hio ateteMD\ 

- • ho ateto4 tho J'roDCh queaUon an4 1111f uawr &114, 

obnoual7, whet 7ou're alli:1Jig • •n't 1D \he\ atet-t. 

1&111 1 \f 

Aa ho atete4. 

fhet 1a what I thon&:ht an4 I •nte4 to clear up tllat 

point. I Juat .nte4 to be aure-.ho aake4 whether 

7CIU coal4 checlc lhlJID"Dta of .onq o.,... there a.n4 700 

eai4 no; 1a that correcU 

lhat I eai4 1a \hat tha quaatlon he aali:e4 • _,, 

inolu4e4 in 'Oba\ Senator Robinaon aai4 \he J'reDCh 

Oo'ferDMD\ aalte4 .,. , lie aake4 ooul4 I chec:lt 1t he 

••' a \hoU.eaD4 dDllara abroa4 aD4 llllf anner _., aa 

tar u I lalow, we haft oo WoJ' of cbtokio«· lie 1ao
0

\ 

epeeki...: tor • bou u \he l...S.r of \he SeD&'-• 

11r. SeoreterJ, auppoai...: I ha•• an accooot Ti\h \1111 

*Uolll&l OU7 llr.Dlt of ... York for ioat&Dee, which 

1 alo' '· aD4 1D coDDeotioo n\h \llat I'4 haft ore41\ 

351 
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wUh \Ulr Parh branch. low ohOIIld 1 wV..Ct \U 

llaUoiiiiJ. CU~, thrOQ&b \be Parle bl1lnch, to boT 

\Uee new bonda-~d U.t be a dola tion of \be 

Jolmeoo Act, would '/®. \b1Dlt1 

!bat'• a queetlon which ;rou1d han to aetUe and \be 

la.,-.r ;rou would r!'tain would h ... e to aettle- wbethn 

7011 are brealrin& the law or not, 

I know, bnt froro ;raw: atandpoint • 

llll.t 1 don't ban \he entor-ot of that, lilt if ;rou 

boucht that or thlo other p n \lecao aent Wa th.....and 

dollar a onr, he alll<ed me oould 1 find 1 t--the chanoea 

are 1 could oot. 

lhat do '/®. .... ., b)' tine-checlo: 1t1 

Check it, but not \he quution of whether he did or 

d14n' t break the J'ederal law and thet 1ao1 t a:r Jo'b. 

llll.t ;rou han no control onr .American twlde bold 

abroad , baTe ;rou1 

'fhell 1t geh to 'b1! IDD'flll811ta-but t hh getltlelllaD 

aaked me 1f ha aan t a tbouaall4 dol lara OYer to in'fla\­

w ba .,, 110 •ch1Der:r to oa tch a th....-a4 dollar• , llll t 

it \be~ are caine to aand tift lam4re4 tlu>vl'n4 dollar• 

or a aUUoo dollarl, w OUI catch \bet; he 111ci>t pa.t 
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tan one-tholl.eall4 dollar billa ln the -.u &lid ~''• 

\hla whole qv.eatlon of axe~ contl"'l , whlcll \aDa 

aboat the UaHed S\atu Al'IIY &lid the Poat Of!loe t o 

catch 1t; UDl.eaa we open aftrJ a1Qgle letter, we haft 

no we.¥ ot tell1Dg whether be' a aend1Dg teD one..bwldred 

dollar billa in a letter and if he l ea••• it \hare wa 

ha•a no "'¥ of knowi~~g, but whether be breaka the law 

tbat 1 a \he queaUon be baa to decide an4 the dia\ric t 

a ttornara ban to decide-if the,y thilllt be ' • broken 

the law \heJ'" got to decide ao an4 whether \ha,y1ll 

proaacuh. 1'ha whole quaation of exchange control­

UDl.ua 7011 co into •11• , cablaa , talaphonea, boata 

and ha .... them aearcllad and haft a whole a%'110', I •an, 

U'a illlpOaaible almoat to enforce exchange control . 

lho'd be t ba act'DC7 that WOilld not1f1 the entoroeaent 

officer of aey larp mo•-nt1 

353 

.LQ,y larce moftment we !mow, beoauae \he balllta YOlWiterllr 

report each weak the totel .., ...... nta ot :tlulda 1o an4 ov.t, 

on a ...oluntar)' baaia , and I mipt o&.)' tha,y do it .,._ 

tr-l.Y well, cooperate one hwl4rad percent . 

If 1ft noUoed a large mo•-nt , ~d ,.,. not1f1 

aDfo~ant otticial f 
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If I Uloacb~ U -· COD\ral'J \o exiaUDC law. 

~ I aelt 1D. t.b&~ 41acuadon on t.b& eall 110w•n\, 

414 \ha\ qv.eaUoD c- up 1D Jour 41acnu1on 011 

Capi \ol Bill &boD~ \be excb&Ap con~rol of aall 

IIOft-D.\81 

It cl14 D.O~. I re&l.lJ cloD ' \ th!.Dk 1 C&D a 4cl cell 

110re \o 'llbat 1' '" aalct, 1&47 &D.4 canu-. 

J.D7 e,ppo1D \8oJI u, llr. Secre t&r7 1 

11• unr pft out appo1D-nh; JOU'll h&Ye to tab 

a ob•noe . 
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t#rs 
London 

Dated March 8, 1937 

Rec'd 10:30 a . m. 

Secretary of State 

'.'/as hington 

!nJSR 

127, March B, l p .~ . 

FOR TR":ASURY FROJ Bl11'T'IIlli"IORT!l . 

Brittsh Treasury has confidentially informed me the 

the French have ag ain a pproached them in the matter of the 

a ppointment of a paying e gen t 

plated French loan and t hat e 

1n London for the contffll ­
( is?) 

departmental meeting !!! 

being held on the matte r . The Br i tish ere annoyed that 

the French should have cauulted then about this loan 

on !h-1day and then gone ahead and llnJlounced it anyway 

end are now asking a gain for faci~ities on the basis 

that the announcement htu been made . Yet for obvious 

reasons the British des ire the loan to be a success end to 

contribute to en improvement tn France and they are of 

course most anxious to avo id essumi~g any res ponsibility 

for its failure . 

Since there 1s no eJt iatlng l~lslatlon to prevent 

t he French trom appolntlng, aay , a French bank ln London 

a a i ts paying agent it may well be that they will do so . 

In tllls general connection an e JCcerpt from -n.llllot Le•h' 
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U - 2- #127, Mar , 8 , 1 p .m. from London 

TIICS article may be of interest. 

"In general , feelitl.f.\ appears to be that Great Br1ta1n 

must be more intima tely concerned in the compleJC problans 

of the prospective French 1aaue since she is about to 

float her own rearmament loan and there is no British 

equivalant of the Johnson act . Curiously, however, 

nobody has suggested any possible connection between 

these French and British financial programs and the flow 

of what the President calle d "hot money" to the United 

States " . 

CSB 
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PAJW'KJWJI or 1'tJ ..... UOilt&D 

F110111 -.no.n •ba•q, •art• 
PA1'11 llaJ'Oh a, 11l:1'7, 10 a. a. 

10. : :121 PROM OOOHRAI 

1'1111 aomln& I re\VIM4 tl"'::ll ••11, w11are I Y1aUe4 

1 .. ,.~ w1t.ll Out.ral .,_ ott1o1ala 1dao were a\e&II41D& 

t.U llaJ'Oh a11\1D& of dino\on of \he Bia. 1'o4a7 \here w111 

be a :rout.1D1 Mll1on, &114 I ahall report. \oaor:row 1t t.llere 

are Ul1 wmaual 4eYI1ctpaiD\a \hen1n. 

'1'AI qull\1on of aJ"Z"aD&••nt.a tor o.llOOI1116 t.he tu\ure 

o.llairaan of \he loard •• oona1d1red a\ \he 1DtoNa1 ... ,1D& 

011 Sllnd~. I\ 1a oer\aiJl \.lla\ 11~er w1ll 111 elao\e4 u 

o.llairaan. Oppoa1Uon \o .Ilia 11 no\ 111111& Y01oe4 '117 \he 

I\al1ua, bu\ t.ll~ are .llol41D& out. tor \he pallll.116 of a 

reaolu\1on \o \he 1tteo\ \hat. at\er a oha1nan haa ""ed 

a t.lll"l ... 7 .. r t.ll'll he 11111\ be lllOOII414 lilr eot.Ur Joard 

••ber of ano\blr oount.l"J. '1'AI reaol11t.1on aut.1ona \hat. 

GoYei'DOr Boot.ll ot \he BaDlt ot Sweden , t oraerl7 a 41reo\or ot 

t.lle BIB, all.ould a\ an earl7 dat.e be re\UIIe4 t.o t.lle Board. 

Tel"J oont14nt.1all7 'frip 1ntol'lll4 •• \hat. t.he onl1 

nnl1oll ot 1\ak\11 t.o be 001l11411"14 at. t.he Jla,J all\1118 ot ... 
apeo1al lllal"UDlden cll/t.he 41rta10A of t.he tuno\1olla ot 

CDia1nlaD of Ule IIOar4 an4 J'rllidea\ ot \he Bll. 1'he JeD&' a 

OIIP1 \al aU\10\u'e will 11.0\ be I"IY11e4, AOr will t.llll"l be re­

Y1a1oll ot 1\a aoOOilll\111& Ull1t., t.ll1 old aol4 acaa tnllO. 1'bl 

7Mr' a I&J'Il1D6• aJ'ftll\ t.lll ~an\ ot t.U ulllAl .U pei'OIIl\ 

41Y14an4 oa u.. lalla of euoh u •OOIIAUJI& 11Jl1\, 1114 t.M 

41Y14an4 will be paid. I\ 11 1'1"ip11 op'•'o• \hat. \Ill llallk'l 

.....U4 AO\ lie ........ 
~ 
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SEOT!Oli TWO Telegram l o . 321 of Karch 8, 1937 , t raa 358 
the American Elllbany, J>ario. 

until cirou.stancea require such change. Trip e&id he is 

sure that it there were reduction of the BIS di Tidend now 

because of the possibility that it may not be able to re­

cover eome of ita inTeatmenta, Schaoht, in whoee country 

BIS investments are particularly important, would be quiok 

t o follow thie lead by an actual default. I have had a 

letter !rom Fras er telling ae that Vioe Presi dent Weldon 

of the Firat National Bank, New York, will probably be 

i n Basel nt the annual general meeting on Kay 3 to Tote 

t he American shares. 

During our conver sation I mentioned to Trip that I -a unhappy to read in the February 10 issue at the NEI 

YORX TIMES an art icle by Streit reporting t hat at the 

Fabruary meeting of the BIB the Unitod States had been 

criticized by Central Bank otticiale tor the manner in which 

the United States was to compel gold t r ansactions within 

the six-party agreement. I mentioned that this st ory had 

appeared just when I was returning troa a trip to washington 

tor the principal purpose of presenting club me111ber and 

BIB views on the technical cooperation i n question, and 

particularly a.tter the in1tiat1 ve bad been taken by wash­

ington i n improvina operations between club aeaber&, all4 

in expediting sympathetic consideration tar suoh queetione 

a
8 

had ~ to be referred to the Tre&llll.r7 for aoUon on 

th•· I was t olAl by !rip that h.e had not eeen Streit, 
&114 
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and that he bad said nothing to Str1et along the 11n .. 

of hiB article. Trip aaid that quite the contrary he bad 

t aaD4 teohDio&l cooperation troa the United Statea entirely 

eat18f&otory in 80 tar &8 the Bank of the l!etherlan48 wae 

oonearnecl, ae well a8 the Dlltoh fuAd. On Sunday Streu 

~8 not in Ba8&1, but Tr1p proa18e4 t o g1Te hia a 8tatuent 

aa to h1e own eati8f&otion whentTer he a i ght get t o 8te 

him. 

WILSOI. 

U1Lft 
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PARAPHRASE or SIOTIOI THREE OF TELIQRAX 10, 321 
of Karoh S, 1937, from the Americ~n Embassy, Paris. 

I saw Bachmann and t old him something of tb.e Jan-

uary deYelopaenta at Waab.ington regarding club tranMct1ons · 
' 

he thought we ab.ould haTe a aeeting of technical e.rperta 

of the club to ' codify the rules of the club, Howner, 

I pointed out thnt it will be better to progress slowly, and 

to work out problems as they arise to the general eatie­

faction of and in conformity with the laws and regulations 

of member oOUDtriee. Generalizations in practice, I cug­

geete<l, could be aade when euoh transactions might be found 

acceptable to the countries concerned over a period of time. 

When I saw Trip he agreed with me that it is beet to 

try few innOTatione or general decisions on the club pend­

ing the outcome of the crisis in France. 

The pr oblem of Frenob financial policy was the prin­

cipal topic of informal discussion at Basel . Koet of the 

views expressed were definitely psseimiatic in regard thereto, 

The diffioulti•s in France, Trip said, come fundamentally 

froa the political situation, and belated technioal asaeures 

would not be .ufficient to eolYe thM. He erpreeeed the 

opilli.on that gold would not be drawn b&Ok into FrMCe by 

t he coaiag lOOD, that instead it aight lead to wi thclranll 

tr011 dOIIeat1o eaTings bank• and the selling of French rentea 

to get fund• to i nYeat 1n the new l oaD· 

The haa4 of the Belgian Societe oenerale, Oalop1n, 

told .. that leu than ooe-u.lf b1llioD of the 
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frano depoai te in hie bank represent French flight capital. 

Ge.l.opin doe• not upeot that the new Frencll pol1o1ea will 

draw wch of that back to France . 

head was quite peeaiaiatio regarding the French problea, 

which i e said ia political. 

ElfD SJ:O'fiOI Tlllll . 

WILSOI. 

U:LW'f 
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of Karch 8, 1937, troa the .blerican !laoaesy, Parie. 3 ... ~ 

He said that teohnic:ll financial means would. no t sol•• it . 

The French eoonOIIlic situation, furthermore, is such that 

1t requires not only a •pause • out an actual roveraal ot 

policies. Galopin ' s bank controls a plant in France wherein, 

blcause of t he f orty-hour week, pensions, paid •ac• ttons, 

and s o on, production co~ts ba'l'e risen 68 peroent. Thus he 

said t hat the benefits of devaluation have been lost because 

ot the high costa . The French, in order t o keep prices 

down, would. ha•e to open customs frontiers, which would cause 

a shut-down of doaestio plants if manufactured goode are 

concerned. Such procedure would be politically impossible 

it agricultural product& were in'l'olved oecauoe of faraers' 

objections and alec objections of the Radical Scoialiats. 

l'Iot enough foreig:n e::rchange would be brought in by the 

Paris Expoei tion, he said , to make an important change i n 

the monetary situation in France. Brusaela Exposition 

visitors , he said, were e::rcure1on1ste frca nearby countriee 

who did not atay for 

person'lvli~%nly 

more than one or two days , and each 

about ten aarlts. In Belgium, O&lopin 

said, prioea are maki ng too rapid a rise. 

I spoke to BaollaanD who doubts whether the French pol-

iciee will 

people an4 

euooee4 oeoauee of the lack of 
t4!t..............(~ 

o-uee~ lltl Poincare. Bac!a&DD 

confidence ot the 

1n8iete that the 

fluctuations o! tlae Frenoll trano will not be followed by 
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Swiss franc, 

I bad a oonYeraation with Schacht. Be told M that 

now I was wi tnses11lg the lateat French dnelopaente I 

would underetand the mot1Ye which kept him froa de.aluing 

t he German currency following the Tripartite Arrangement, 

until the situation should be clarified. Be expreoeed 

the hope, ae I 41d, that the French would be able t o hold 

the level of their currency, and he epoke kindly of Preaier 

Blua. 

In Germany, Schacht eaid, feeling wea not eo good 

a fter LaGuardia's lateet outburst, and expecially after 

the statement on the secret Reich debt which wae made by 

the Securities and Exchange Co11111iuion. Germany, he 

admitted, had withheld certain unpublished data from the 

Coamission einoe oert~~~ amounts spent by t hem on armament• 

would haTe been revealed. It was Schacht 1 s opinion that 

the SEO might properly haYe etated that all of tho requested 

i nformation had not been furnished t o the Commission, 

but alleging i n an official statement of a secret debt 

was objectionable to ~- Incidentally, te said, the debt 

aentioned 41d not oonatitute the only one in thta ca1:8gory. 

tsrtwalt•xx...-•••••••ex..t4 Be wae profiting, he aaid, 

from the rearmament by Great Britain. Be hoped that now 

Germany would 1top arming and let him take full adYantace 

of the opportunity to sehe the BriUeb export aarkete tor 

heaTY aa.obinery, end 60 on. The Britieb tb•eel't'ee, As 
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said were b1porta.nt purcbasera , and t hey even were trying 
c ertain German 

to get/goode already c ontracted to other perti .. by paying 

a prCIIIi Ull f or t hem. 

According to Schacht, at pres ent no iqlortant cbangea 

were taking place in t he situation in Germany, and he 

said the muob proclaimed German restr ictions had no~ yet 

come. They will just have to slow up their expenc11turea, 

be sa.id , i f there ie a tiglltening of the situation. 

I saw Sir Otto Niemeyer, who was very much pleased wi t h 

hie visit t o our cou.ntry, and particularly w1 th the outlook 

for ik cooperation wi th Reuben Ol ark ' a Fer e1gn Bondholders 

Pr otective Council . He expressed the hope that on the 

Polish default -·x-.,•• the Amer ican and British aeeooia tions 

might s ee alike. I had a call, inoidentally, l aat Friday 

h oa Baranak1 of the Bank of Poland. 

END SECTIONS FOUR AND FIVJ:. 

WILSON. 

:U;Lft 

" . 
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March .a, 1937, froa the Aaerioan lllbasey, Par h . 

365 

He said that Poland' s inability to please both the United 

States and the Britiah 118de hill unhappy. Great Britain, 

be explained, demanded that in Yin of the taYorable trade 

balance with Great Britain, f\lll p&JIIent should be •de 

on British coupons of Pollab loans. On the other band, 

t he United States did not ' recognize this ae a basis for 

preference, and equality of treatment was dem&nde4 by the 

United States. According to Sir Otto Uie~~eyer , Poland h 

in a posi Uon actually to pay both the United States and 

the British in fUll, and preeaure to do eo should be brought 

to bear on Poland. For the first time Sir Otto eeeaed to 

be rather hopeless regarding the French eituation, He 

did not think that one penny of Sri tiab funds would be 

drawn to rr:~.nce through the national defense loan. 

I saw J.zsolini of the Banlc of Italy, and told !lU. that 

I was glad to see that he bad managed to hold on to gold 

in a considerable amount . The otock of the Bank of Italy, 

be said, would have shown up larger if they bad not had to 

spend 1,200,000,000 lire tor 111portat1ons of wheat to 

cCI'f'er the deficit 1n tbe paet eeaeon' e harVeet. The eale 

of foreign eeour1t1ee and a _., .. -.all uount of gold 

had prCI't'1de4 the exchange. 
u 1a J.uolini '• opinion tbat 

rrance would ha't'e to ha't'e a Poincare and a Moreau to ooae 

out of the present difficulty auooeeefullY· 
Be 8&14 tbat 

1a Blua and La'beyr1e they cartailll.Y baYs neither. Pr~ 
te•GI' 
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Rht he eaid 1e good only aa an &dYher. R1at 1 a Daile he 

said doea not ooaaand ae muoh reepeot now following hie 
in 1938 

change of mind on vital polioiee as it did/when he wae 

w1 th Koreau in t he Bank of J'ranoe. 

liD SEOTIO. SIX. 

WILSOI'i. 

•. 

:U:Lft 
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PARAPHRASE Or SEOTIOR SEVER or TiLEGRAK BO 331 or KARCH a, 
1937, J'ROI4 THE .AJO:RIO.U IKBASSY, PARIS. • 

In view ot the present European political situation 

W'hich he cone1dera worse than at th18 tille last year, 

Azzolini could underetend the lack ot American enthusiasm 

for official participation in the B.I.S. Azzolini, while 

insisting that be personally dOBB not share the Opinion, 

said that many people in Italy and other countries feel 

that the British program of constructing an armed force 

outmatching all Europe means that Great Britain will preci­

pitate a crushing conflict when abe bas reached her maxtsum 

strength. They feel that when once the armament is complete 

it will be used before expensive replacement is required, 

since so much ie to be spent for aviation and since suoh 

equi pment quickly becomes out of date. 

The French dBoieion to announce a franc-pound-dollar 

exchange option in their bond issue and their reQuest for 

privilege ot listing the bondl on the London Exchange and 

of naming the Banlt of England their paying agent in London 

has lll&d.e Governor lllormml angry. Governor JloriiiZI said that 

it the rrenoh wuted to issue a domeet1o loan, that na 

their own business. If they wished to ieeue a foreign 

loan on the Brit ish JD&rltet, they should take the matter up 

aa such through him in the appropriate f ashion; 1n hie 

opinion to announce independently a domestic loan with an 

uobazlge option olllllBB which eqht to g1Ye 1t the a4Yantec•• 

Regraded Uclassified



368 

-a-

or a roreign loan waa wrong in principle 1rrespectha ot 

the interest rate and pr1oe ot the loan, and he 414 not 

want the Br1t111h a&rket 1111ddled up w1 th such a transaction 

particularly just at the time when preparations are behli 

m&de for heavy borrowing !rom the British. (End or Seotion 

six) 
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ltarch 8, 1937 , from the Allier ican El!lbaesy, Paris. 

The subject of the visit of Leith-Ross on saturday 

and Sunday to Paris en route to the ;aw material meeting 

which opens in Geneva today was brought up by Norman. 

Governor Korman was wholly familiar with the fact that 

Leith-Ross had lunched at the French Ministry of Finance 

on Saturday and that Auriol had stressed to him the im­

portance which he attached to the British ~nd Americans 

permitting France to appoint paying agents in Great 

Britain and the United States respectively. According to 

Norman, t h e fisoal arrangements in Which he had joined 

ae far as the British were concerned were meant to be 

final and should hold. Norman felt that Lei th-Rose was 

wandering from hie duties as an economic adviser in taking 

it upon himself to enter into ooveraationa with the French 

Treasury on a purely financial matter and to try, as the 

Governor expressed it , to save France during a two day 

stop-over in Paris. I gathered the impression f rom my 

conversation with Norman yesterday evening that during 

the day Leith-Roae bad continued in contact with the 

French on the above matter . Governor Norman thought 

eoma Frenchman 111igbt bring gold back t o Paris to turn 

in and take their profit into :trance but be thought they 

would not retain their trance. 
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I should &dd here that Tripp let me know confiden­

tially that the French Treaeury had requested the B.I.S. 

to act as payi ng 16ent for the new loan on foreign marketl, 
he h&d 

but 1itjj replied that the B. I.S. would be obliged 1n turn 

to aek its correspondent banks in any countries concerned to 

do the actual cashing as i tt.had no paying windows. There­

fore, the French request was withdrawn. 

According to Cobbold who handles the Bank of ll:ngland 

foreign business and is 1n close touch with British 

equalization tund, the setting up of a committee to run 

the French stabilization fund was all window dressing. 

To begin with, management by a committee would be unduly 

unwieldy 1n a business which requires quick decisions. 

In addition, the technique of handling such a fund is 

now pretty well known and the Bank of rranoe has 1n 

Cariguel a technician who is quite competent to do the 

necessary if a tree hand is given ht.. (End of Section 8) 

U:D1f 
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?ARAPHRASE OF SEOTIOH UIHE OJ TELEGRIK HO 321, KAROB a, 
FROio! .uG:RIOU J:IIB.lSST, PARIS. • 

A gross error had Of course been made by the rrenob in hold­

ing a fixed rate against sterling over many weeks but th.is 

had been Labeyrie 1 s .1nstruot.1on and contrary to Oar!suel's 

judgment . I was told by one of my other friends at Baeel 

that Labeyrie' s decision on this point had resulted from 

advice which Zuesnay gave hill. 

Ja.oobsson and others at Basel were particularly dis­

tressed over the lack of technical peparedness which bad 

been exhibited 1n the Bank of France and the Frenoh 

Treasury. This they attributed to the incompetency of 

Auriol and Labeyrie individually, to the shelving of such 

experienced men as Baumgartner and Laoour Gayet, and 

to the elim.ination of bankers from the board of the Bank 

of Fra.noe. Basel observers were even more strongly oon­

vinoed. of the laok of technical preparation on the part 

Of the responaible French officials after the news reaoh!d 

Be.ael late yesterdAy evening that the Treasury ie now 

obliged to postpone the loan issue until certain technical 

points about the exchange option are clarified by legisla-

tion. 
A,ccording to Jaoobseon, the euooeee of the rrench loan 

wlll require: (one) a. tremendous appeal to rrenoh 

exhibition of technical effioienoy 
patriotiP; (two) an 

to auure the peopile that the IIIUI'S•ent of their nuanoea 

d. (three) ueurance and deaonetraUon that 
is safe and eoun ; 
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exPenaee are to be out, that the new tundB will not be 

exploded into a bottomleee pit, and that the budget ie 

to be brought towardS balance. .U t o poine one, Riet and 

Baudoin are looked. to help prOYide the technical effi-

ciency not nident heretofore. (lnd of Section eight) 

\ 

U:Drl 
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PARAPHRlSI or SIOTIOJ TIN Or TELIGRlM JO. 321 

With reference to the seooD4 point, Many of ..,. Basel friends 

doubt the efficacy of an appeal to rrenoh patrioU• when 

the following oondi tiona prna11 -

(a) It doe a not se811 that there 1e i-ediate cSanaer of 

foreign acsreaaion against the rrenoh nation - nan though 

it is hinted by Blum and hie supporters that a fall of hie 

~ernaent would lead to internal strife and aoo1al troubles 

that would g1Te an oppor~ty to Germany for which aha 

hae been wai Ung. 

(b) A rearliUient progru has alrea47 been launched 

by Great Britain which will make Gerll8.lly heei tate to moTe 

westward, in the opinion of the French people. 

{c) A 8ooial1et Pr8lllier 18 still in authority whose 

alliance with Comam1P and labor ll&kee a rrenchll8.ll ' a f ear 

for hie capital outweigh hie inclination to rally around 

the flag of hie country. 

The point wae •phaeised 'by ay contact tla t the OOIUiun-

1st and labor supporters of Blua baTs not yet come out in 

hearty suppart of his new progra~~, 

ner-..oua by their cOIIJ)alinh. 

and. era making oap1 tal 

will 
Am for the third point, Basal obaarTara/r~ altapUoal 

ae to the real eoonoe1oea in the rranoll budget until 48'\'elop­

Mnta allow that auoh of the public works and. other social 

progrua d.ear to the Left and. labor haTs bean affBOUTelJ' 

ohMkM· 
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It 18 reoophe4 by weryone that Blta had 1JI tile 

TriparU te Acre•ent an argua•t on whia to rweree hie 

p olioiee. It wae hopecl that he would not only OOiltinue 

to declare hie adherenoe to thie Jgre-nt, but that hie 

general polioiee would be retraaed,ae well ae hie etriotly 

financial pol1oiee, in euoh a aanner ae to aate it poee1ble 

to hold up her part of the Tripartite Arrang•ent. 

DD UIIAG~. 

WIL801. 
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Karch 8, 19.37 

Cochran telephoned and said that the French bad 
received a note from the British in which the British 
bad taken the aame stand as we had in refUsing to perait 
a bank in London to act as paying agent . Cochran 

375 

brought up t hat he bad been asked ~ Rist to approach 
the Secretary to r econsider the refUsal be bad given to 
Bonnet on Saturday . HM, Jr.told Cochran that his position 
on Saturday had been very carefUlly considered and that 
there was no chance of a~tering the decision made at that 
time. Be also told Cochran that there had been quite a 
lot of publicity given to the efforts of the French Govern­
ment to obtain Treasury approval to appoint a bank 1D Hew 
York to act as paying agent and also other rwaors that he, 
BM,Jr , had found a way of helping the French Governaent 
without com.ing into conflict with the Johnson Act. The 
reaction here, HM, Jr. t old Cochran, was very unfavorable 
to any such procedure and showed that the decision made 
~ the Treasury on Saturday was the proper one. 
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ll:45 

HK,Jr . called Secretary Bull and told hia of 
his conversation with Cochran this morning . 

BK,Jr . then said to Hull , "If you don't mind 
rrry making a suggestion, it would be very helpful to 
us . The President promoted Cocpran some time ago, 
or rather you did. As I understand it, the classi­
fication that be is 1n now woul d permit him to be 
Counselor 1n Paris or Counselor at Large. It be bsd 
a l ittle more rank it would help us as he is doing so 
much work for us. I think be is 1n Class I now. I 
hope you do not !llind 11t:f bringing this up. " Hull said 
be was delighted to have Bll,Jr . call him about this. 

376 
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PARIS,••TME ~ O! FRANCE, FOLLOWIN' AN AGRE£MEN1 WITH THE QOVER""ENl 

or PREMIER BLUM , LIFTED ALL REStRICTIONS ON _:oLD TRANSACTIONS TODAY, 

~NDING APPROVAL OF PARLIAMENT IN THE FORM OF AN APPROBATION DECREE 

TOMORROW, 
'--THE BANK FIXED A PRICE OF ONt KILOGRAM OF FINE GOLD TO 

:111 1 509,537 FRANCS, 

SOME CONFUSION EXISTED WHEN BANKS FIRST OPENED THIS MORNING AS NO 

ONI IN AUTHORITY COULD OR WOULD SPECIFY WHETHER THE GOLD FREEDOM VAS 

ESTABLISHED IN ACCORDANCE WITH GOVERNMINTAL DECREES OR WHITHER IT 

WOULD HAVI TO AWAIT PARLIAMENTARY APPROVAL TOMORROW, 

THI BANK OF FRANC£ RULING, PUBLISHED AT 11130 A,M, INDIO TH£ 

CONFUSION, 

TH£ TII'IPORARY GOLD PRICE RIPRIS£NTS 21,78 FRANCS TO THI DOLLAR, THI 

COVIRNMINT STHISSID THAT TMI PRICI WAS ONLY PROVISIONAL FOR TODAY, 

A PERHANINT PRICI WILL BI FIXED AFTIR TH[ PASSAG~ OF NICISSARY LEGIS• 

LATION IN PARLIAMENT, PROBABLY TOftORROW, 

J/8· ·R850A 

I 
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PARIS,--PREMIER BLUM RUSHED COMPLETION OF A SI RlES ot BILLS TODAY 

THAT WILL AUTHORIZE HIS GOVERNMENT TO ISSUE A BlLLIOK_DOLLAR NATIONAL 

-DEFENSE VAR LOAN, -THE BILLS WILL GO SIMULTANEOUSLY TO THE CHA~BER OF DEPUTIES AND THI 

SENATE TOMORROW, WITH A GOVERNKINTAL REQUEST FOR IM~IDIATE ACTION, 

lT WAS EXPECTED THAT THE LOAN WOULD BE ON THE MARKET BY THURSDAY 

SINCE LITTLE OPPOSITION WAS FORESEEN, 

NEITHER THE TERMS NOR THE ACTUAL AMOUNT VAS MAD£ PUBLIC BUT THE 

TREASURY ' S R£QUJR£MtNTS VIR£ ESTIMATED ROUGHLY AT '5001 0001000 IMMED­

IATELY AND 11
1
000

1
000

1
000 FOR THE ENTIRE YEAR, IT SEEMED LIKELY THAT 

THE TOP LIMIT WOULD NOT BE FIXED WHICH IS THE USUAL PRACTICE WITH 

F'RENCH LOANS, 
IT WAS REPORTED IN FRENCH POLITICAL CIRCLES, WITHOUT OFF'lClAL 

'" 
CONFIRMATION, THAT THE U,S , GOVERNMENT WOULD NOT OPPOSE AMERICAN 

BANKS ADVISING THEIR CLIENTS TO SUBSCRIBE FOR THE NATIONAL DEFENSE 

BONDS SINCE THEY VILL 8£ REPAID IN DOLLARS AND POUNDS STIRLING, 

WT THAT IT WOULD NOT PERMIT THE BANKS TO BUY DiRECTLY • 

J/8-- R853A · 

ADD LOAN, PARIS 
IT WAS REPORTED IN BOURSE CIRCLES TODAY THAT THE NIV DEFENSE LOAN 

WILL BI ISSUED AT '' AND PAY~ PIR CIHT, OR 8£ !~SUED AT '' AND PAY 

II- 1/2 PER CENT, 

3/&--R911A 
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PARIS,--FRENCH STOCKS AND GOVERNMENT BONDS STRENGTHENED ON THI 

BOURSE TODAY AS FIRMNESS CAM[ INTO THE RECENTLY WIAK FRENCH FRANC, 

TH[ FRANC OPINED 22.Q6 TO THt DOLLAR (-,)33 CIHTS PIR FRAN~> AND 

107 .6' TO TH[ POUND STIRLING, LATtR ON THt BOURSE TH£ DOLLAR WAS 

QUOTED AT 2 1,9) FRANCS (-,))) C[NTS PER FRANC> AND ST£RLIMG WAS QUOTED 

AT 107 . 05 FRANCS, 
RENTtS VIR£ IN DEMAND AND GAINED ABOUT A POINT, INTERNATIONAL 

ISSUES, KOV[VIR, . EASED WITH SU£2 CANAL ISSU[ OFf 11 100 FRANCS, 

IT WAS REPORTED IN BOURSE CIRCLES THAT THE NEW DEFENSE LOAN WILL 

BE IITHtR A - PIR CENT LOAN TO B[ ISSUED AT 95 OR A ~ 1/2 PER CENT 

LOAN TO Bt ISSUED AT 98. 

• 

ADD BOURSE, PARIS 
' IN SUBSEQUENT TRADING FRENCH STOCKS AND GOVERNMENT ISSUES ADVANCED 

£Y[N FURTHER, TH[ POUND CLOSED AT 107,02 FRANCS AND THI DOLLAR AT 

21,9- FRANCS (-.55 CENTS>, 

3/8--Rl~1A 
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CHAIRM~ MCitvNOLDS OF THE HOUSE FORIIGM AFFAIRS COitMITTtt, 

lODAY CR ITICIZED THt FRENCH GOVERNMENT'S PROPOSAL TO SEIK AMERICAN 

FUNDS IN ITS HUGE DEFENSE LOAN PROGRAM VHILI ITS VAR DEBTS TO THI UN ITED 

STATES REMA IN UNPA ID. 

ADD LOAN PROTIST-MCREYNOLDS 

•I DO NOT APPROVE OF ANY SUCH THING,• MCREYNOLDS SAID. •THEY ARE 

TRYING TO. DO INDIRECTLY WHAT THEY CANNOT DO BECAUSE OF THE JOHNSON ACT 

fORB IDD ING FLOATATION OF SECURITIES OF NATIONS DEFAULTING THEIR VAR 

DEBTS IN THIS COUNTRY, 
•tHE AMER ICAN PUBLIC SHOULD N 0 T GIVE ANY ENCOURAGEMENT TO THE 

F'IIENCH PROPOSAL. • 
I'ICREYMOLDS VAS ONE OF THI CHIEF SPONSORS OF THE JOHNSON ACT VHEN 

IT PASSED THI HOUSE. HiS PERMANENT NEUTRALITY BILL f ORBIDDING LOANS AND 

CREDITS TO BtLLlGIHINT NATIONS, WILL BE BROUGHT UP fOR ACTION ON THI HOUSI 

FLOOR FRIDAY. ' 
THI MCREYNOLDS KEASURI CONTAINS HORE DISCRETIONARY POWERS FOR THl 

PRESIDENT THAN THE PITTMAN BILL ALilEADY PASSED BY THE SENATE. A RULE 

TO GIVE lT lllGHT OF WAY OM TilE HOUSE nooa WILL 1£ SOUGHT FROft TMl 

RULES COIWIITTD VUII[SDAY, IICJIIYIIOLDS SAil • 
• }1 .. -RlOJlA 
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ADD LOAN Pl!o;_EST 
MEANWHILE, TREASURY OFFICI~LS INDIC~TED IHEB[ WA~S TO 

WHtTHER THE JOHNSON ACT B~RS ~KEIIIC~N P~MTlCIP~TlONJJL TH_L.!'ROJECTED 

ffiENCH BOND ISSUE. 
OFFICIALS DENIED P~RIS REpQBTS TMAT SECRET.RY ~ORGENTH~U H~~ INDIC~T£1 

TO THE ~ FRENCH AKB~SSADOR, GEORGES BONNET, TH~T AMER~N ~NKS 

WOULD NOT BE PREVENTED BY THE JO"MSIIN &CT FROM SUBSCilBINfO TO TIII FRENCH 

-
ADD LO~M PROTEST 

SENATOH FREDERICK STEIWER S~ID HE DOUBTED THERE VAS ANY WAY TO 

PREVENT AMERICANS WITH DOLL~RS IN PARIS SUBSCRIBING TO THE FRENCH --LOAN, , 
SENATOR KlNfO S~HE DLDN!T SEE ANY OBJECTION TO SUCH PURCHASES BY 

AMERICANS IN FRANCE AND SENATOR AUSTIN ~GREED TH~T CoNGRESS PRO~ILY -
WOULD MOT OBJECT, 

3/&--10137~ 

ADD LO~M PROTEST 
SEMAIOti IPBtH SAID HE CONSIDERED THE PROPOSAL ~S REPORTED FROM 

PUIS TO BE •cOifTR~RY TO THE SPl&lT U IIOT THi l.iTUR oF tJI£ JOHNSON 

~I. • ICE SUD THAT TIII PROPOSITION WOULD REQUIRE STUDY WHICH HE 

-
-

INTENDED TO Clvt IT • 
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ADD l.OAH PROTEST 
REP, DOW W, HARTER, MEMBER OF TKE HOUSE MILITARY AFFAIRS COMMITTEE, 

SAID I 
• ANYTHING THAT MUMS THE BllUK·DCMI OF TKE JO!!_M~ ACT I~ C:bNTRART 

TO THE SPIRIT OF THI PEOPLE. WE HAD ENOUGH OF EUROPEAN ENTANGLtKENTS 

DUR ING TKE WORLD VAR AND UNTIL THOSE NATIONS SHOW A DISPOSITION TO 

~y THEIR WAR DEITS VI SHOULD NOT LEND THEM FURTHER fUNDS,• 

REP, PATRICK J, BOLANDa 
• I DON'T AGREE VITH THEIR IDEAS. THEY FELL DOWN ON THEIR WAR DEBTS, 

UNTil. THEY PAY THEM, VE SHOULD HOT LEND THEM A PEHMY.• 

3/8·· Rl207P 

ADD FRENCH l.OAH PROTEST -SECRETARY MORGEHTHAU MADE AH APPOINTMENT WITH MAJORITY LEADER 

ROB INSON AND OTHER HOUSE AND SENATE LEADERS FOR EARLY THIS AFTERNOON, 

PkESUMABLY TO DISCUSS THE fRENCH LOAM SITUATION. 
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MORGENTHAU TO MEET WITH CONGRESS LEADERS 

ON FRENCH LOAN 

WASHN - MAR 8 J937 

ADD MORGENTHAU 

WASHN - SECY MORGENTHAU WILL CONFER THIS 

AFTERNOON WITH SENATE MAJORITY LEADER ROB I N­

SON SPEAKER BANKHEAD A~D REPV MC REYNOLDS 

CHAIRMAN OF THE HOUSE FOREIGN RELATIONS 

CO~ITTEE ON THE PROPOSED FRENCH LOAN AND THE 

ATTITUDE OF THIS GOVERNMENT TOWARD IT 

THE MEETING IS AT THE SUGGESTION OF SECY 

MDRGENTHAU WHO WISHES TO EXPLAIN THE ATTITUDE 

OF THE TREASURY - WHETH ER HE WILL HAVE ANY 

RECOMMENDATIONS TO LAY BEFORE THE CONGRESSION­

AL LEADERS OFF ICIALS REFUSED TO SAY 

REPORTS HAVE BEEN CIRCULATED THAT THE 

" TREASURY BELIEVES AMERICAN BANKS cOULD 

PURCHASE THE FRENCH BONOS WITH CREDITS IN 

PAR IS WITHOUT INFRINGING THE JOHNSON ACT AND 

THESE REPORTS HAVE LEO TO CRITICISM IN 

CONGRESS BY REPV MC REYNOLDS ANO OTHERS - SECY 

MORGENTHAU HAS GI VEN NO DEFINITE ASSURANCES 

~ TO FRENCH REPRESENTATIVES ON THE LEGALITY OF 

~AMERICAN PARTIC I PAT I ON AN~ HAD NOT BEEN 

ASKED UP TO THE CLOSE OF BUSINESS SATURDAY 

.y ANY AMERICAN INVESTOR WHETHER THE FRENCH 

LOAN WAS EL I GIBLE FOR pURCHASE BY AMERIC ANS 

-0-
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f.lAR 8 1981 

PITTMAN OOUITFUl OF AP PL ICATION OF JOHNSON 

ACT TO FRENCH La. .. 

WASHN- SEN PITTMAN OF NEVAD A CHAIRMAN 

OF FOREIGN RELATIONS COMMITTEE SAI D THAT 

THERE WER E LEG AL QUESTIONS REGARDING THE 

APPLICATION OF THE JOHNSON ACT TO THE PROPOSED 

FRENCH DEFENSE LOAN 

THE SENATOR SAID THAT THERE WAS SOME OOUB~ 

AS TO THE APPLICATION QF THE ACT IN THE CASE OF 

A SALE OF BONOS BY FR ANCE PAYABLE IN COLLARS 

AND POUNDS WHER E CITIZENS MAY INVEST IN FRANCE­

THE SENATOR PLANS TO GIVE STUDY TO THE LEGAL 

QUESTIONS INVOLVED IN THE MATTER 

"'·b1 
BORAH ATTACKS AMERICAN PARTICIPATION IN 

~ FRENCH LOAN 

~. 

WASHN­ SENATOR BORAH ON THE FLOOR OF THE 

SENATE ATTACKED AMERICAN PARTICIPATION REAL OR 

PROPOSED IN THE FORTHCOMI NG FRENCH LOAN ALLEGING 

~HAT SUCH PARTICIPATION WOULD 

SP I RIT OF THE JOHNSON ACT 

-o-

VIOLATE THE 
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SENATOR BORAH WARNED AMERICAN AND FRENCH BANKERS TODAY AGAINST 

fOLLOW ING A • DANGEROUS ROAD• IN ANY POSSIBLE ATT~PT TO EVADE PROVISIONS 

OF THE JOHNSON ACT PROHIBITING LOANS TO NATIONS WHICH HAVE FAILED TO PAY 

WAR DEBTS TO THE U, S, 

BREAKlNC INTO SENATE DEBATE JUST BEFORE A SCHEDULED PRIVATE CON· 

FERENCE BETWEEN SECRETARY MOHCENTHAU AND SENATE MAJORITY LEADER ROBIN· 

SON, REPORTEDLY ON THE SAM£ SUBJECT, THE IDAHO SENATOR SAIDI 

• sUCH A PROPOSAL AS IS REPORTED HIGHT OPEN A WAY FOR THE 

UNITED STATES TO CONTRIBUTE FUNDS FOR THI BUILDING UP OF LARCE 

ARMAMENTS IN EUROPt ,• 

J/8·•R212P 

Regraded Uclassified



3cS 

ADD BORAH, SENATE 

BORAH REfERRED TO PARIS DISPATCHES SAYI~G THAT INDIVIDUALS WITH . 
U,S, CURRENCY IN PARIS COULD SUBSCRIBE TO THE IMPENDING fRENCH DEFENSE 

LOAN WITH ASSURANCE THEY WOULD 2£ REPAID IN AMERICAN DOLLARS, • 

HE SAID HE DID NOT BELIEVE THE SECRETARY Of TREASURY WOULD PARTI­

CIPATE IN A •CONSPIRACY• TO VIOLATE THE JOHNSON ACT AND THAT ANY PERSON~ . 
WHO DID WOULD TAKE A • RISK, • 

BORAH SAID THAT THE PROBLEM Of fRANCE WAS • HOW TO AVOID THE 

JOHNSON ACT, • 

HE SALD THAT THE PROPOSAL Of f RANCE TO ACCEPT U,S, CURRENCY APPAREN­

TLY INDICATED BELIEf Of • cERTAIN BANKERS• THAT THE ACT COULD BE AVOIDED, 

• THEY ARE TAKING SOME RISK IN THAT CONNECTION,• BORAH WARNED, 

RtADING T~E TERMS Of THE JOHNSON ACT, 

KE SAID THAT A QUESTION Of CONSPIRING TO VIOLATE A LAW HIGHT BE 
'-

INVOLVED, 
•I THINK IT IS 'A DANGEROUS ROAD THAT THEY ARE fOLLOWING,• BORAH SAI D. 

•AND I AM INTERESTED BECAUSE IT HIGHT OPEN THE WAY fOR U,S, 

HONEY TO BE U.S[D TO BUILD UP THE VAST ARMAMENTS Of EUROPE. Of ALL 

THINGS, T~IS COUNTRY MUST NOT CONTRIBUTI TO BUILDING UP THOSE ARMS, 

•fURTHERMORE IT IS HINTED THAT THE SECRlTARY Of TREASURY WAS 

WILLING THAT SUCH TRANSACTIONS SHOULD BE CARRIED ON. 

•I DO NOT BELIEVE THE SECRETARY WOULD BE A PARTY TO ANY SUCH 

ACTION, • 

3 / I-•R220f' 
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SOMETHING TO- SAY AFTER CONFERENCE 

WASHN- SECY OF TREASURY MORGENTHAU ENTERING 

THE CONFERENCE ROOM WITH HOUSE ANO SENATE 

LEADERS THIS AFTERNOON FORECAST THAT THE CONFER­

EES MAY HAVE SOMETHING TO SAY ON THE FRENCH LO AN 

SITUATION AFTER THE MEETING 

THE SECRETARY WOULO GI VE NO INTIMATION AS 

TO THE NATURE OF HIS REMARKS TO THE LEADERS 

BEY OND STATING THAT HE HAD REQUESTED THE 

CONFERENCE 
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ADD YK£NCH LUAN PXOT£ST CONftKVNC~ CTJM£Dll~P ) 

THE CONFERENCE, SCHEDULED FOR 3130 P,M,, WILL BE HELD AT THE CAPITOL. 

CONFEREES INCLUDE ROBINSON, SPEAKER BANlHIAD, CHAIRMAN PITTKAM OF THE 

SENATE FOREIGN RELA\IONS COMMITTEE, AND CHAIRMAN MCREYNOLDS OF THE HOUSE 
. 

fOREIGN AFFA!RS COMMITT£[1 AS WELL AS THE SECRETARY OF TKE TREASURY, 

TREASURY OFFICIALS DECLINED TO DISCUSS THE NATURE OF THE CONFERENCE 

BUT INDICAT£D IT MIGHT HAVt SOMI CONNICTION WITH SATURDAY'S CONFERENCE 

AT THI TRIAS~RY BETWEEN MORCENTHAU, FRENCH AMBASSADOR GEORGES BONNET, 

V, A, L, HALLETT, COUNSELLOR TO THI BRITISH EMBA SSY, GEORGE L. 'HARRI­

SON, PRESIDENT OF THE NEW YORK FEDERAL RESERVE BAN~, AND FREDERICK 
' ' 

LIVESEY, ASSISTANT ECONOMIC ADVISOR TO THE TREA SURY AND OTHER STAT£ 

OFFICIALS, 

3/8--R3.112P ..__, , I 
SECRETARY MORGENTHAU1 

AT A PRESS CONFERENCE, ELABORATED ON A 

STATEMENT MADE BY MAJORITY LEADER ROBINSON IN RI CARD TO A PROPOSED 

FRENCH LOAN, 

IN REPLY TO A QUESTION HI SAID TKE TREASURY HAD NO PLANS TO ASK 

CONGRESS TO RELAX THE JOHN SON ACT, 

MORGENTH~U ADMITTED THAT IT WOULD Bt DiFFICULT TO TRACt ANY 

I'IOvtMINT OF st1ALL SUMS ABROAD FOR THE PURCHASE OF THE FRENCH 

SECURITIES. HOWEVER, HE ~ODED, THE TREASURY WOULD KNOW OF ANY LARGE 

~VEH~NT OF FUNDS FROM THIS COUNTRY ' SECAUSE THE SANKS VOLUNTARILY 

REPORT TOTAL MOVEMENTS EACH WEEK. 

I SrlfDING or SUCH FUNDS ABROAD VIOLATJOMI 
ASKED JF HE CONSIDERED TH ~ 

. reLINED TO REPLY, SUBSEQUENTLY HE 
C6 THE JOHlfSOtt ACT 1 I'ORGENTHAU o~ 

ADDED THAT IF HI THOUGHT A MOVEMENT OF FUNDS ABROAD VAS IN VJOLATIOII 
THE ATTORNEY GENERAL'S OFFICI, 

C6 EXISTING LAW HE WOULD RJPORT IT TO 
. VI~ AMBASSADOR BONNET TODAY AMD 

MOIICDTHAU REVEALED THAT HI MIT 
y •• I rtt cOUNSELOR TO Till 

THAT HE VAS MEETING WITH V, A, L, ..,....... 1 

.ITlSII UIBASSY, LATP IN THE JIAY, . 
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BANK OF FRANCE FIXES GOLD PRICE 

PAR IS - THE BANK OF FRANCE FIXED A PRICE 

OF ONE K I LOGRAM OF F I NE GOLD TO 24 509 AND 

537 - I 000 fRANCS •·N''''VY.Jyf o...t (1/1'1 1'7 ) ;13, ~:rJ'. 
THE BANK Of FRANCE FOLLOWING AN AGR EEMENT 

WI TH THE GOVERNMENT OF PREMIER BLUM L IFTED 

ALL RESTRICT I ONS ON GOLD TRANSACTIONS TODAY 

PEND I NG APPROVAL OF PARL I AMENT IN THE FORM 

OF AN APPROBATION DECREE TOMORROW 

THE TEMPORARY GOLD PRICE REPRESENTS 21 :#1 1; 

78-100 FRANCS TO THE DOLLAR - THE GOVERNMENT 

STRESSED THAT THE PR I CE WAS ONLY PROVISIONAL 

fO~ TODAY - A PERMANENT PRICE WILL BE F IXED 

AFTER THE PASSAGE OF NECESSARY LEGISLATION 

I N PARLIAMENT PROBABLY TOMORROW 

THE GOLD RATE FLUCTUATED FOUR TIMES WITH-

I N AN HOUR REACHING 24 487 FRANJ:S FOR O(NE ol' ) 
tN'f~' • J·Jt'? 'fl7h•cd 

K I LOGRAMM Of F I NE GOLD AT I I 45 AM '/Jf/t7 I I ,)c. 
- 0-
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ADD BANK OF FRANCE 

PARIS-UP- PREMIER BLUM RUSHED COMPLETION 

OF A SERIES OF BILLS TODAY THAT WILt AUTHOR­

IZE HIS GOVERNMENT TO ISSUE THE NATIONAL 

DEFENSE WAR LOAN - THE BI LLS WILL GO SIMULT­

ANEOUSLY TO THE CHAMBER OF DEPUTIES AND THE 

SENATE TOMOR ROW WITH A GOVERNMENTAL REQUEST 

FOR IMMEDIATE ACTION- IT WAS EXPECTED THAT 

THE LOAN WOULD BE ON THE MARKET BY THURSDAY 

SINCE LITTLE OPPOSITION WAS FORESEEN 

THE BILLS PROVIDE THAT UN ITED STATES 

CURRENCY WILL BE ACCEPTED FOR THE WAR 

LOAN SUBSCRIPTIONS AND THAT LOANS SUB­

SCRIBED WITH AMERI CAN DOLLARS WILL BE REPAI D 

WITH AMERICAN DOLLARS WHEN DUE - BRITISH 

POUNDS ALSO WILL BE ACCEPTED - NEITHER THE 

TERMS NOR THE ACTUAL AMOUNTED WAS MADE PUBLIC 

-o- t.IAR 6 1937 
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IN LUNWUN ~H~NCH FRANCS OPENED AT I U7 btl 

FRANCS TO THE POUND BUT GRADUALLY RECOVERED TO 

106 96 WHICH IS ROUGHLY EQUIVALENT TO THE RAT E 

AT WHICH THE BANK OF FRANCE F IXED THE GOLD 

BUYING PRICE TODAY - TURNOVER WAS COMPA RAT IV E-

~ ~ LY SMALL WIT~ NO I NTERVENTION OF CONTROLS 

BEYOND THE F IXING OF THE GOLD PRICE WHICH IN 

ITSELF ACTS AS A CONTROL- D ISCOU NT ON 

THREE MONTHS FORWARD PARIS WA S 2 1-8 FRANCS 

AND LATER WAS 2 5-15 FRANCS - DISCOUNT ON 

ONE MONTH P ARIS WAS I 1-2 FRANCS 

PAR IS BOURSE WAS CHEERFUL AND FIRM EXCEPT 

FOR INTERN ATIONAL ISS UES WHICH WERE WEAK -

REHTES ADVANCED ONE PO INT DOMESTIC STOCKS 

RISING CORRESPOHOIHGLY - THE MARKET VIEWS 

< rrl 
0 11TCH RANK RA ISES GOLD l:iUY I NG PRICE ~ 

AMST ERDAM- THERE IS A KEEN DEMAND FOR ..... ,,, 
~ GOLD IN AMSTERDAM AND THE BANK OF NETHERL AN DS 

~ HAS RAISED ITS BUYING PRICE FOR GOLD TO 2 017 
., "! GU I LOERS PER KILO AN ADV AH CE OF 2 GU ILDERS 
~ . THE CENTRAL BANK ACTING THROUGH BULLION 

BROKE/I.S 
lt~K D r.loll 

ADO DUTCH BANK RAI SES GOLD BUY ING PRICE 

AMSTERDAM - THERE IS SOME HES ITAT ION NOTI­

CEABLE I N THE EXCHANGE MARKET HERE REGARDING 

THE FRENCH DEVELOPMENTS AND TH E POSSIBILITY 

IS BEI NG DISCOUNTED THAT THE FRENCH AUTHORI­

TI ES ARE HOT YET PREPARED TO FIX THE FR ANC A' 

TH E LOWER LIMI T PROV I DED IN THE DEV ALUATION 

LAW - FORWARD FRANCS ARE I N GOOD DEMAND 

THE AMSTERDAM BOU.S£ WAS REACTIONARY 

OW ING PARTLY TO FRENCH SELLING - RUBBER 
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MAR lf 1937 .,....,., 
~OREIGN EfCHANG~ .. 

PARIS- THE OFFICIAL FOREI GN EXCH ANGE 

MARKET WAS ACTIVE WITH STERL ING 107 05 ANO 

~ DOLLARS 21 93 CONTROL BUYING FAIR AMOUNTS OF 

~ STERLING AND OCCAS I ON ALLY DOLLARS- STERLING PREM 

(} ' -IUS WERE 100 AND 195 CENT IMES 

AFTER STERLING OPENED AT 107 45 AND THE 

DOLLAR AT 22 05 THE NEW BANK OF FRANCE FIXED 

THE BUYING PRICE FOR GOLD AT 24 643 FRANCS PER 

KILOGRAM EQUIVALENT TO 106 85 FOR STERL ING AN D 

21 90 FOR THE DOLLAR- HALF AN HOUR LATER TH IS 

WAS MODIFIED TO 24 531 EQUIVALENT TO 106 

40 FOR STERLING AND 21 80 FOR THE DOLL AR 

INDI VIDUAL HOARD ERS APPEAR ED AT HEADQU ARTERS 

OF T~E BANK OF FRANCE OFFERING GOLD COI NS IN 

SMALL QUANTI T I ES- THE BANK -S GOLD PR ICE IS 

CO NSIDERED TENTATIVE AND L IABLE TO MODIF ICATIO N 

AFTER ANNOUNCEMENT OF LOAN TERMS ON WHICH 

EXTREME SECRECY IS MA I.NT A I NE D 

392 

Regraded Uclassified



f'&DKRAL RESERVE BANK 
Of' NEW YORK 
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Burgess: 

r . u.Jr : 

R. 'I .J r : 

B: 

H .~ .Jr : 

11: 

R. J.I . Jr : 

B: 

H. ti .Jr: 

B: 

B • • • Jr : 

B: 

R. A.Jr : 

B: 

!l. ll . Jr : 
.., , 

I . loi.Jr : 

B: 

H. LI .Jr : 

B: 

Yes . 

What ' s happening? 

Llarch e, 1937. 
1 p.m. 

Well the market ' s kind of sour- its drifted 
off a little further . 

«h-ha . 

And there ' s not much activity. Its pretty quiet . 

Bow low are you going to let those two and a hal fs 
go? 

Wel l I think we ought to start buying wben they 
get down to a half, don't you? 

Half? No, I 1 d buy before that. 

Wel l they ' re - they•re now about 27-30 - 27- 29 
along in there . 

Oh I ' d buy a littl e in there . 

Well, ~11 right wby don ' t we start buying about­
put in something at 26 . 

t~l right , Why not say - nh - bow much? 

Oh a quarter of a million. 

Quarter of a million down every t hirty seconds? 

Yes, something like that. 

quarter of a million down every thirty s econds . 

Until it gets to- ah • • . • 

until it gets to •••..• 

·until it gets lower still and then I ' ll bu1 a 
half each thirty seconds . 

That ' s all right . Tell you what- let ' s say a to 
quar ter of a mil lion every thirty seconds down 

twenty? 

Yes about . 
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H.ll.Jr : 

B: 

R. '! .Jr : 

B: 

H . ..a . Jr : 

B: 

H. t!.J r: 

E: 

R." .Jr : 

B: 

H. M.Jr : 

B: 

H. :A. Jr : 

B: 

I! . IA .Jr : 

- 2 -

And at twenty buy a half a million. 

Yes . 

Yes. 

Yes , I think so - they're a good investment at these 
prices. 

Yes . 

Yes . 

Begin at twenty-six - a quarter of a million down 
every thirty- seconds to twenty and at twenty you buy 
a half of million. 

':hen buy a hal.f , yes . 

Yes . 

All right . VI ell that 1 s fine . 

VIe won r t get much . 

39-l 

No I don't think we will . I think this is partly 
that there ' S some speculative holders of these rightS 
who want to get covered up. 

AJ.l right. 
When that gets out of the way I think it will settle 
dOl'l'll , 

All right . I •m not worried. 

No I r m not . I would be 1f we didn 1 t have the extra 
mar gin that we have. 
Well that r s awful bard to keep me from smiling · 

Ob yes . 

(laughs) 

Oh yes . 
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B~M.Jr : 

B: 

R . L~ .Jr : 

B: 

- 3-

No I mean Archie and Harris are here and I mean -
I - I - the great trouble is I lean too heavily 
on my intuition. 

Well that ' s it exactly. I had the same feeling. 

39G 

I couldn' t explain it out loud but you just have a 
hunch that this thing isn't husky. 

Yes, Ylell it' s all r i ght. Thank you . 

All r i ght. 
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R. •J. Jr: 

Burgess : 

A. M.Jr : 

13: 

B. li .Jr : 

B: 

H. '' .Jr: 

B: 

ft . '~ . Jr : 

B: 

H."' .Jr : 

B: 

H. l' . J r : 

B: 

n . .-.. Jr : 

B: 

H. LI. J r: 

:3: 

H. II! . Jr : 

h: 

Hello 

Hello sir . 

Uarch 8 , 1937. 
1:10 p.m. 

337 

Vlell Burgess I hear up to two minutes ago we hadn t t 
spent any money. 

No and the showing of bids seem to be enough. 

Yes. 

!low •. ••..• 

Just takes a little backbone . 

You can t t t ake t hat too seriously yet. 

No . 
But it looks to me as thour.h i t might turn a little 
hair . It has to work along dofm to a point where 
you put in the bids and th6n it gets position •. 

Vlell I'm gl ad I had the courage to put the bids in. 

Att a boy, yes, that was fine . 

And - ah -I t hink it's like all these things- it 
just needs a lit tle leadership. 

~ell I - I think it will reach the point Where that 
is just right. 

Yes. 
VIe can ' t tell yet - we don ' t kno\Y just what will 
happeb. 

Ah-ha. 
I think that - ah - there ' s going to be stewing 
around unt il this "thing ' s closed, of course. 

Well we•ll watch it . 
But _ ah _ I think it will be all right. 
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R. lo! .J r : 

B: 

H. II .Jr: 

All right. 

Very good. 

Thank you. 

- 2-
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llayor 
LaGuardia: 

8li.Jr: 

L: 

IIIIJ'r: 

L: 

BKJr: 

L: 

BllJr: 

L: 

BllJr: 

L: 

IDIJr: 

L: 

IDIJr: 
L: 

EDLTr: 

L: 

IDIJr: 

L: 

IDIJ'r: 

L: 

IDIJ'ra 

llond~ 
March 81 19.37 
2:20 p ••• 

- I don't know if we have aay per­
aisaioa to do that, but we carry our own. 

low, let ae do this, where could Admiral Peoples 
and llcR~nolds call on you? 

At the Kaynower. 

At what tiae? 

I' a here now. Or - I 1 l l tell you, it's easier 
what ' s her address at the office? 

Pardon ae? 

7.30 JaokaoD Place 

7.30? 

Jackson Place 

7.30 Jackson Place -

Tbat•s right near you there. 

399 

What is that? - That' s the off ice of the Mayors ' Conferenc 

That •,s right. 

That's the office - ? 

Yes 

That's the office of the ? 

Yes, u. s. Contere:ace of Mayors . 

Well, now I'll find out what time Peoples and Mc­
Reynolds can call on you. 

181 
And I know that McReynolds is on a -
)lousinl now -

fbat' a what you -

this low-cost 

- you will you be there all afternoon? 
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L: 

l:ll4Jr : 

L: 

I:I.I.!Jr: 

L: 

I!IIJr : 

L: 

m!Jr: 

L: 

HILJr : 

L: 

llliJr: 

L: 

HMJr: 

L: 

H!AJr : 

L: 

HMJr: 

-2-

Yes, I'll be glad to wait tor hia if I know he ' s 
COID,ing. 

Well, I 1ll tell you what I can do. How - where 
are you now? 

Why can 1 t I go and see Peoples now? 

I don ' t know I want UcReynolds there . 

Oh - I ~ee. Well, look, suppose we make it 
tentatively for tour o'clock. 

Or I tell you what you do, come to IDY office at 
tour o'clock. 

Yes 

If I can' t be here 

Yes 

I 'll have Peoples and IJcReynolds here. 

That 's fine. 

Bow's that. 

That'll be fine. 

You come to IDY office at four o ' clock and theY 
sure~ w1.ll be here and I 111 try to be here • 

And I ' ll be able t o take that letter with me, 
will I? 

You certa~ will. 

All right, thanks . 

Thank you. 

I ' ll be there at four. 

400 
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Present : 

!.larch a, 1937 

2:30 p.m. 

Ambassador Bonnet 
Mr. Appert 
Dr. Feis 
L!r. Taylor 
l.lr . Lochhead 

(Note : 
rellllU'ka 

Unless otherwise indicated, Ambassador Bonnet's 
were 1n French and were interpreted by ur. Appert.) 

401 

Ambassador: He received, this morning, a telephone 
call from Paris from ur. Vincent Auriol himself , who wishes 
t o ask me to go to see you and make a communication, partlY 
from himself and from ur. Leon Blum and the whole French 
Government• 

Ur. Auriol says t hat in aski ng t he possibility of 
baving an American bank pay the coupons ot the loan which 
is going to be issued, it is not contrary to any American 
law or to the Johnson Act. 

HU.Jr: WhO says tbat7 
Ambauador: ur. Auriol aaya that in hU opinion it 

would not be contrary to anY American law or to the Johnson 
Act to ask you if an American bank could pay the coupons of 
the loan which is going to be tssued. 

L!r. Auriol wuhed to call attention of the American 
Government on certain considerations which are written 1n and 
which I ask permission to read to you, J.lr, secretary. 

J.lr, Auriol says tnat the success of the loan depends 
on decis i on which t he American aovsmment 1B gol.ng to take 
on t his question. 

HM..d!:: I beg your pardon. 
isn't ?air and I don't l1k• tt. 

That 1B not tatr. That 
WhY should you come to me 
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and say the sucess ot your loan depends upon the con­
fidence ot the French people whether they will buY it 
and not whether I say yes or no. I mean, it depends 
upon the confidence ot the French investor whether he 
wants to buy it or not, and not on the deci sion whether 
ne is going to get paid in dollars or sterling. And 
it you don't mind~ saying ..... 

Or. Fete: Toe Ambassador explains tnat he has 
been instructed by his Government to say this to you. 

HUtJr: I know that. It's notbing personal. But 
I am tal 1ng tnis way in answer to ur. Vincent Auriol 
and, it I may also say to ur. Vincent Auriol, -- you 
are bringing his message and I am using you as a very 
ki.nd agent, as a messenger - - and I may also say to 
ur. Vincent Auriol that it he does not mind my saying so, 
when it comes to interpreting the Johnson Act I think he 
is pressing a little bit hard when the United States 
Government handed the French Government t he note t hat 
we did and then ur. Auriol says tnat the United States 
Government doesn't know how to interpret the Johnson 
Act. 

Uy dear Ur. Ambassador, you have some French 
law and you tell me the Frenon taritt is so much on 
a certain American product and I say to you, No; you 
are wrong; you don 1 t know your French law. Now I 
ask you. 

ur. Appert: (Speaking in English t or htmselt) 
!Jay I read t he mecorandum, ur. secretary. (Ortg1nal attacned) 

HU ,J r: Please. 

ur. Appert: (reading) 

•since the loan about to be 
issued in France provides tor a guar­
antee as well as tor an option ot ex­
change the Frenon Government wishes 
to tak~ tne necessary steps 1n order 
to allow t he payment ot t he coupons 
by an American bank to be designated 
later. 

110_ The Frenon Government 

4C5 
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•does not appeal to American citizene 
residing either in France or in the 
United States tor subscri ptions to the 
loan; 

2o- No quotat i on ot the new bonds 
in the United States will be requested 
by the French Government; 

3o- The French Government will deposit 
in advance in the United States the neces­
sary tunde tor t he payment ot the coupons 
ot the loan which would eventuallY be 
cashed in American banks. 

In this regard, t he French Government 
dee1rea to call t he at~ention ot the 
American Government upon the following: 

a ) - At the present t i me , it 1& cus~­
mary tor American banks to pay without 
charge the principal or the interest ot 
several French or foreign loans, namelY 
the coupons of the Suez Canal Company 
and the principal of the bonds of the 
Frencn loan of 1920 . Such practice is 
provided tor by private agreements. 

b)- It doee not appear to the French 
Government t hat the Johnson Act might 1n 
any way f orbid such practice , since it 
is specified that no subscriptions wil l 
be solicited from Acerican citizens or 
persons res iding in the United States, 
and since funds necessary t or the pay­
ment of the coupons will be suppl i ed 1n 
advance 1n such a maMer t hat the Ameri­
can bank whicn would be entrusud with 
such payment could never be without 
provision. c) - In t he opinion ot t he French 
Government, there can be no doubt as to 
the lawful character ot the proposed 
procedure. Theref ore, if the French 
Government has sought to eeoure the 
opinion of the American Government, 1t 
was aea matter of oourteey and also to 
give the proof of 1te friendlY inter­
pretation of t he monetary tripartite 
agreement. In tact, it is the opinion 
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•or the French Government that no 
American bank which it might ap­
proach could baae a refusal upon 
any American legal t ext. Further­
more, neither the French Government 
nor any French bank would refuse to 
satisfy a similar request which might 
be pr esented in France. 

1 Tha French Government wishes to 
poi nt out that it has at all times 
respected the letter aa well aa the 
spirit of the tripartite monetary 
agreement. It does not think it necea­
eary to insist upon the seri ous con­
sequences that a1ght result either 
from the inetitution 1n France or a 
policy of control or exchange or rrom 
any other measures to which it reoains 
firmly opposed and the result of which 
would inevitablY be to precipitate 
towards the United States a new exodus 
or funds, the danger or which the 
American Government is fullY aware. 

1 The French Government i s all the 
more confident that a favorable answer 
will be given by the United statee 
Government that on several occasi ons, 
it received the assurance or all the 
American cooperation compatible with 
ex1at1ng AJ:teriean lg18lations. Such 
assurances were r ecentlY reiterated 
by t he Secretary or the Treasury during 
hie conversations with the French Am­
baaaador. •It would appear to the French Gov-
ernment t hat the matter now submit ted 
to t he consideration or the AQerie&n 
Government would give to t he latter a 
epeoi&l opportunitY ror cooperation, 
due to the t act that the wiahea ex­
preeaed by the French Government do 
not eeem to be in contradicti on with 
existing legislatione.• 
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H»,Jr: Thank you. Now, Ur. Aabaaaador, I a l so 
have a little temperament eo you underatand it is not 
only the French citizens tJlat have temperament. I have 
also. And I get excited because, it you don ' t mind ~ 
saying eo, I t hink your Government ie making a great 
mis take. Now, I very courteously and very politely in 
~ note poi nted out that we could not do this. It ! 
talk slowly, you understand? I t you don 't mind~ saying, 
for your Government to press t his question when we went 
into it very, very carefully and when I handed you t hat 
note it had t he full backing ot the entire Administration 
and I reiterate again that Presi dent Roosevelt and ~eelt, 
on the f i nancial end, during t he past two years have tri ed 
everyt hing we could, I eay, with in the law to assist the 
French Government. But this r equest which Ur. Rueff 
made to ur. Cochran and which I received in a cable, we 
teel would be cont rary to t he Johnson Act -- not maybe, 
but abso1utel.Y contrary to the J ohnson Act. 

N~w. here is Senator Borah. He made a speech in 
the senate today. Congressman UoReynolds, Chairman ot 
the Committee on Foreign Attairs in the House, makes a 
statement . uy dear ur. Ambassador, the more your Govern­
ment push this, the more, every hour, France is losing 
friends h ere. 

I was very caref ul in what I said to tJle newspapers, 
which was in the sunday newspapers , not to publiclY say 
that I had said no to France, notwithetandlDS the t act 
that there were despatches published in our paper s Sa tur­
day which would lead people to thi nk that I had approved it. 

Ambassador: Ur. Bonnet says that he has to protest 
the i nterpretation; that h e has nothing to say about a 
loan wh ich ia iaaued in France unless ••••.. 

HM Jr• Whioh I have been very ctu'et ul t o avoid. 
All I said ~ .. (I was very ctu'eful) and when ur. He~d~am• 
in at tour o'clock SaturdAY and he wanted to ask me a -
tional questions, I said, •No, ur. Henry. 1 a~dwi!! ~nl.Y 
answer the one question wh1~h~v!~~~~:~~e!iahed'to do within 
pointed out, what t.llbe Frien~s· not mine. And I want t o 
France is t.lle1r own us ne • 
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say again» wi th all due courtesy, I think the French 
Government is making a grave mistake when t~ey try to 
press thie question any further, I think that you 
will hurt yourself in America. 

Ambassador: Ur, Bonnet says t hat the first call 
has been made through t he channel ot ur. Cochran 1n 
Paris; that the French Government wished to do it reg­
ularlY. It is again he ie asking through t he channel 
or the Frenoh Ambassador 1n Washingt on, but or course • . .. 

Rll~r : But I want to say t o the Amba ssador, Pro!. 
IUt t cal d on Kr. Cochran t .b.18 morning and asked h1lll 
aga1n. The same t hing. 

Affibassador: (Speaki ng 1n Engli sh) I did not know. 

~· Appert: (Speaking in English r or himself): It 
demone~ates the great i mportance t he Government attaohes, 
l!r. secretary . 

HU,Jr: I appreciate that, and my reason ror being 
so seri ous is I wish I could help t he French Government 
at this time. I wish t~ere wee something I could do. 
But as I t old the Ambassador t he tirst time he c ame and 
vis ited me , that I have t o live wit~in our American laws 
and we went into thiS questi on very thoroughly and t he 
answer I got rroc our lawYers wee t hat tA1S is contrary 
t o the J OhnSOn ACt. 

Ambassador: Ur . Bonnet says t hat ~e has received 
a miss i on and he can do not~1ng else but to carry t his, 
muei on. 

HIL..!!!:.' I understand, but please explain to tne Ambau~that my being so emphatic 18 toward III' . Auriol 
and not at all towards ur. Auri ol'S ambassador. There 
is not hing or any personal nature. 

i ~ulish) I understand. 
A!baeeador: (Speaking n ~~ 

Jr• aut this is a very, very serious thins and 
it du~U:Oba· me very much and I e1noere1Y hope _that t he 
French Government will be euocesstul 1n t be1r loan. 
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ur. Apper~ : (Speaking 1n Engl i sh tor himself) The 
French GOvernmen~ ~htnks 1~ could be more euoceee!ul i ! 
1 ~ could have here a bank who would pay ~he coupons . 

bJ!lbassador: 14r. Bonne~ says ~ha~ ~he French Govern­
has no~ at all in~en~1on ~o ~ry ~o g e~ ~he subscription 
from American oi~izens nei~her here nor in France in ask­
ing tor this facility. He wishes onlY to give to the 
French 1nveet.or a new aeeurance ~at. they will be protected 
aga1net. any change ot ~e French politics towards its in-

vestors . 
HU,Jr: I nave contined,myeelt ~o Just one question. 

The French Governoent. asked me one question . Could t.h1B 
coupon be paid ~hrough an agent whi ch ~hey des1gna~ad ln 
new York? We made a s~ud,y or tba~ question end the answer 
was no. Now we worked very bard at. it.. We approached it. 
from a friendlY a~t.it.ude and ~he various departments all 
studied it. and t he unanimous opinion or the Office of the 
A~torney General , the St ate Department and the Treasury 
was that. it. was contrary to the Johnson Act., so my hands 

are t i ed: 

Ambassador: Yes . 
!l)(,Jr: 1 again want to say that. I appreciate your 

coming. 1 nope you will come as often as you reel l i ke 
it. whether you have business or Just to saoke a cigarette 
and have a cup of coffee, and 1 understand that as Ambaesa­
ror you wil l bave pleasant mUs10ns and sometimes you will 
bave unpleasant ones , and t.hie bappened to be an unpleasant 

one, and I am sorry. 

The Ambassador and ur. Appert departed. 
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AMIBMIMDE 
• ~~l.QQUB ntAI'ffAUJE 

• .1\lm 'MTA'r~·lll'U~ 

Since the l oan about to be iuued 1D France 

provides for a guarantee ae well ae for an option 

o! exchange , the French GoverDJDent wiehee to take 

the neceeeary etepe in order to allow the payment 

of the coupone by an American bank to be designated 

later. 

lo- The French Government does not appeal t o 

American oitiaens residing either in France or in 

the United Statee tor subectiptione to t he loan1 

2o- No quotation o! the new bonds in the United 

States will be requeeted by the French Governcent; 

~o- The French Government wi ll deposit in ad­

vance 1D the United States t he necessary !unds for 

the payD~ent of the coupon• o! the loan which would 

eventual~ be cashed in American bank•· 

In this regard , the rrenoh Government dea i r ee 

to oall the ettention o! the American Government 

upon the tollowins • 
a) - At the pre .. at tiM • it 18 oueto•ry for 

.-.r108Jl beAk• to p~ without charge the principal 

or tba intereet of several ~ench or foreign 1-' 

-17 the ooupone o! the sues c&Dal co•n:r Ulll 

Regraded Uclassified



·t · 
the prilloipal of the bonde of t he J'renoh loan or 
11110 . Suoh pr actice ie pro~ided for b,y pri~ate 

aareemente. 

b) - It does not appear to the J'rench Go~ernmant 

tbat the J'ohneon .Act might in any •Y forbid auch 

practice , since it is specified that no eubeoriptione 

will be aolioited from American oitiaene or persons 

r e siding in the United Statee , and eince funde ne-

oe .. ary for the payment of the coupons will .be 

in ad~anoe in such a manner that the American bank 

which would be entrusted with auch payment could 

ne~er be without pro~ieion . 

o)· In the opinion of the French Government, 

ther e can be no doubt ae to the lawful character of 

the propoaed procedure . Therefore , if the French 

Government hae eought to secure the opinion of the 

American Go~errur.ent , it wae ae a matter of oourteey 

and alao to give the proof of ita friendly interpre­

tation of the monetary tripartite agreement . I n 

fact , 1 t ia t he opinion of the French Government 

that no American benlt which it might approach could 

beee a retu.eal upon any American legal text • J'urther ­

more , neither the French Governoent nor any French 

bank would r efuee to eatiafy a aimilar requeat Which 

mi&ht be preaented in France. 
to point out that 

letter •• wll u 

~ ~irit of ~ tripartite .anetarY agreement. It 

4oea uot think it neoee.azoY to ioeiet upon tbl 
~--.......,,.........J 

The J'renoh Government wiahea 

it baa at all t ime• reapeoted tbe 
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aerioua conaeq,uencea that llliSht ruult either from 

the institution in Yr ance of a policy of contr ol of 

.xohanS• or from any other ~ea to which i t r emains 

f irmlY opposed and the result of Which would inevita­

bly be to precipitate towards the United Statea e 

new exodus of funds , the danger of which the American 

Government is fully aware. 

The French Government ia all the more confident 

that a favorabl e anewer will be given by the United 

statea Government that on several occasions , 

it received the aesurance of all the Jmerioan coope­

ration compatible with existing /~erican legislatione. 

such assurances were recentlY reiterated by the se­

cretary of the Treasury dur ing his conversations with 

the French Ambassador . 
It would appear to the French Government tbat 

the matter now submitted to the consideration of the 

American Government would give to the lat ter a special 

opportunity for cooperation ,due to t he ract that the 

wiehee expressed by the French Governoent do not 

seem to be in contradiction wi t h e~isting legial&• 

tiona. / • 
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Waroh 8, 1937 

After Ur. Bonnet and Ur. APpert lett and the 
group remained tor a general diaouseion, and the fol­
lowing is a transcript or their remarks. 

HW.Jr: This fellow sits here end I knew I waa 
getting excited, and has the nerve to BaY to me that 
the aucceee of it all depends upon me eo he could say 
Uorgenthau was reeponeible tor t he whole Blue Govern­
ment and let him get away with it. Uy reaction is, 
Uy God! They are over the precipice! I am going up 
to the Hill. I wa.nt you to think or this, and very 
oa.r etully , Do we or don't we want to tell this to 
llallet. Think that over. 

Dr . Feie: That note is t he damndest thing. Thet 
veiled reference t o exchange control ie tbe other daon 
tool t hing in that note. 

HK,Jr: But he can't take any personal insult. 

Dr. Fe1e: No doubt thet 1 theee fellows are going 
to continue to belteve that this thing does not violate 
the Johnson Act. 

HU,Jr: I began to reel a little bit encouraged 
on the French thing. Now they have ecared t he death 
out or me on this t hing. I don't t hink lt is up to 
me to tell llallet about t .his not.e. 

the 
saw 

Dr Feie· certainlY I would not let t hem see 
text.ot tb~ note. C&ll Uallet and tell him you 
the Ambassador and Just reiterated your decision. 
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Preeent.: 

ur. Uallet. 
l.!r. Ta,y lor 
l.!r . Lochhead 

4:45 p. m. 

ijW,Jr: Another one7 

418 

Ur. Uallet: Another messaae. A long one. This 
is a message which the Chancellor o! the Exchequer wants 
me to give to you. He says that. he received turther 
urgent. representations !rom Franoe t.o t.he e!!ect. that. 
their preparations have gone too tar t.o be withdrawn and 
tbat t.be loan terms must. be settled today i! the serious 
crisis i s to be avoided. In these circumstancee there 
was no !urt.her time tor consultation with ~- Morgenthau 
and the Chancellor repl1ed 1n t.h18 t elegram t.o Paris. 
(Handed HU,Jr. the attached document.) 

HU.Jr: Thank you. 

(Reading) 

•Position appeare t.o be that 
despite objections !elt. both 
by His Uejeety•s Government. and 
the United St.at.ee Governgent to 
appointment o! paying agents i n 
t he United Kingdom and the United 
states respectivelY French Gov­
ernment have publiclY committed 
tnemselvss t.o exchange option 
which in their view oan onlY be 
made e!!ective by appointment o! 
paYing agent.e abroad. 

' HU llaJ eaty • s Government do not 
understand wny t nia eit.uat.ion 
should have ar1aen. Not onlY 
their objection t.o appointment. 
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•or paying agents l n London but 
t heir general criticism of prin­
ciple of an exchange opti on whi ch 
when applied to eo great a loan 
may contain many embarrassments 
tor them have been repeatedly no­
titled to French Government. Nor 
do his UaJesty's Government under­
stand how the French Government ' s 
proposals could proceed 1n any case 
1n their present form 1n view of 
objections made by t he United States 
Government to paying agents 1n New 
York. Chancellor of 1Jle Exchequer 
cannot express approval of proposals 
wn1ch he has informed bot h the United 
States andFrench Governments that he 
disli kes; nor does he see how the 
tripartit e agreement can be worked 
in that spirit of cooperation whi ch 
should i nspire i t if views or parti es 
in a matter so closely connected with 
that agreement receive so small con­
sideration. 
•It therefore French Government 

dec i de to proceed they mu.st do so on 
their own responsibility. If they 
consider they are eo tar coccitt ed 
by (group undecypherable) statement 
t hat it i s not poeelble tor them to 
withdraw you may inform them that the 
Chancellor or the EXchequer desires 
that the f ollowing point& should be 
clearlY understood. 

•1 It 1e obviously within the power 
ot the French Government to undertake 
payment of interest in trance in France 
and tnat iB st ill true even i ! number 
ot trance t o be paid ie made to vary 
1n accordance with current value or 
tranc in terms or eterllns or gold or 
any other standard. · 

But a proml&e to pay 1n actual sterl-
ing commits t he French Government t o an 
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•undertaking which 18 not 1n 
their power to implement unlese 
t ney are able to obtain sterling 
It i s not clearly etated whether' 
undertaking to make repayment 1n 
eterling appliee to i nterest only 
or to intereet and capital. But 
1n any caae tnere ia no prom1ee 
or undertaking expreeeed or 1m­
plied on the part ot His Uajeety'a 
Government that they will in tact 
assist. 

' 2 . No issue can be made 1n Lon­
don and no quotation can be given 
on London Stock Exchange and French 
Government ehould undertake not to 
invite or facilitate eubacri otione 
!rom Br1tiah eource.• · 

42G 

HM,Jr: Well, eo that the Chancellor can sleep easy , 
thil is the only thing that I nave got and I will give it 
to you. You had better make notes. I am always glad 
to furnish the British Empire with pencil and paper as 
long ae the paper lasts . Well, eo t hat you get our t ime 
schedule, because 1t ie fairly important. Around one 
o'clock Senator Borah made an attack on this proposition. 
At the same time he said that he had not been in communi-

cati on with me. 
wr. Uallet: He talked on t he floor· ar tne senate? 

Hll .Jr: 
queetionably. 
on me and put 

Yea. It will be i n tonight's papers un­
second, at 2:30 Ambaaea4or Bonnet called 

all the pressure he could on me to recon-

aider. 
wr. T!Ylor: Including the braes knuckles. 

HH·Jr: To which I replied moat firmly, No! I then 
went up on the Hill. This will explain it (news ticker 11 
report ae attached) and met with Robinson, Pittman, Speaker 
Bankhead and UacReynolds. You know ~ho all these people 

are , don •t you? 1· Ua~let.: Yea. t s . JrC: : At the conclusion ot tnat mee 1nS en-
Rob1Deon &&v• out th1• atatement. (Copy attached.) 12. 
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I will just t ake a minut e t o give you the gist or 1t. 
•Arter oonrerence with Secretary Uorgenthau• - - then 
he goes on and s t ates the question that the French asked 
us . You see? 

J.lr. Mallet: On Friday? 

}{!.( , Jr: Yes. And then he gave my answer, which I 
gave you on Friday. 

ur. Uallet: He gave that tO the press? 

}{!.( , Jr: Gave it to the preae. It's all here. I 
will g ive i t to you. Do you mind, after you have copied 
it , to send it down by hand tomorrow eo we will have it 
tor our recorda . Will you send it down by hand tomorrow 
to urs. Klotz. So t hat will be 1n every newspaper in 
the world tomorrow, because we give tnem t he question 
they asked ue, plus the anewer, and here ie Senator Robin­
eon , Key Pittman, Chairman or Foreign Affaire, Speaker 
Bankhead and UcReynolde, Chairman or the House Foreign 
Affaire , jointlY gave out that s t atement. And t he answer 

is No . 
Ur . Uellet: or couree , you are absolutelY committed 

now. 

H!.l ,Jr: IrrevocablY! 

Ur . Llallet: Yes; quite. 

HU.Jr: TAere 1s tne whole thlnS, but I need that 

back for my records. 
ur. UallBt: Yes . I will send tnat back. I was 

wondering wnet her I need t ake it. Pernape I had better, 

421 

just to check up o~ the t alkers. 
whole t hing. But I wish you 
min~, to ur. Chamberlain: thAt 
have again demonstrated that 

HJ.I , J r: But that's t~e 
would say t nie, i f you don t 
I am very glad that he and I 
we can work t ogetner .•... .. 

Ur· J,lellet: Yes ; quite. 

HM.Jr: 
To the .utual interests of our respective 
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ur. Ualle~ : Wha~ are you going ~o do now? 

~~J~ I Just want to tell you-- it 's just unbe­
lievab~ w t they have done to you and to us. It's just 
unbelievable . It's just unbelievable and, incidentally , 
you know I was bothered about Petit Parisien - - that cable 
I now tind that the thing 1B run by a known gambler and • 
s~ooke-be~ting man. 

ur. Uallet: Oh r eally? 

HJoi ,Jr: You know, they took that. t.h1ng and twisted 
it, and what wae the word they used ' unequ1vcal'. Now I 
understand the whole paper i s run by Just a bunch or stock 
gamblers. I got that trom a reputable ~erican corres­
pondent who said no ot her paper would do such a thing. 
out. th i s whole per formance 1s Just unbelievable. 

You see , my stutt will all be in your papers tomorrow 
morning and I would appreciate -- you might. add to ur. 
Chamberlai n -- I appreciate very much his sending me a 
copy ot his statement. to the French. When Bonnet came 
in at 2: 30 , I simply said No. I didn ' t give anything--
Just a definite No. 

Well , I bad better not get st arted, but the answer 
is Great Britain and the United States will have to carry 
t he ball trom now on. And we can! 

ur, UaJ.let: we can; yea. 

422 

HJ4. J r: We can! 
not worry1ng about it. 
aa your Government and 

sure! We can carry it! I am 
I am not. worried about it. as tar 

mtne 1a concerned. We can carry it. 

Mr· Uallet: What's going to happen to the French 
loan7 Will they get away with it? 

HJL..l!:.• supposing ywr Government and m1ne announced, 
with tne-Pfemier ot France , ur. Caillaux and ur. Reynau~ 

11 i on the air sundaY night, t he French oovernmen :aa ~~n~its part and expot the French to do their:, a~~p­
tben suddenlY f i nd out w~ ba~~n~v!o~el~~ t~~;o:_·whiob 
pose I announced I am go ng 

Regraded Uclassified



I did -- and then auddenlJ find I will do it Wednesday! 

J,!r, Uallet: Terrible b&rsiD6 on their part! 

~: Ae I told somebody, it I were Ur. Auriol 
I woul~wait tor my reeignation. I would already 
be on t he Farm. I don't know where ur. Auriol uvea, 
but I s hould t h ink be would be headed t oward home. 

Thank you very muoh. 
oionment. 

It ' s been a great die1llu-
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C1t J~~ ~ '? ~ 
~-c.dl~ '9~~~ ~ 
~~ ~7 ~a.- ~ . 

Poll1 Uon appea ra t o be ~t 4eapUa 

ob~aoUona taU both 'b7 Hle Ma jeatr'e GoYe~\ 

.-14 the 1JD1te4 8\etae Gonr-n\ to a ppol.n'-11\ 

ot parina: a,.nte ill tbl 0n1 \eel u~ 11114 tllll 

1JD1\e4 8\e\ee reepeoUYIIlJ .,._nob OOYII~t llllw 

pu'bl1c l7 cocaUtad \~lYee t o exchenp opUon 

.-n*•*.-**n wbiob in \heir Yiew cu. oill.J be ' 

.. de attec \iYe bJ appoi11t.e11\ ot paJina •.-~~•• , 

abroad. 1 
' 

Ilia Ma jee\7' e Qon~nt 4o not uDder­\ 

e\aJI4 w• \hie 111 \ uaUob ehDUld beYe &riMII. \ 
\ 

llo\ onl7 \blir o'b~ c U o11 w appoi.ll'-n' ot 

p.,tna: .,.11\e ill London 'bat tlllllr p1111~ orin••u• 

ot pri.nolple or a11 e xchanall ~~ opU o11 which wbllll 

applied \o eo IJ'IIII\ a lou. ~ con\11111 ...., -­

berree-11\e tor t!Wa haft baell npee\11417 nou-

oon~n\ UJI4ereten4 how \1111 .,._ncb OOYII~II\ '• 

propoeele could proceed 1n eDJ oaM 111 \111111' 

preeea\ toaw in dew ot ot~~ou- ..U 1111 uae 

llal\ecl enaea OOftr.-•' to ..-,ua. .... ,. Sa ._ 

York. Obe-llor ot \1111 aaoblqaer oenno' 
axpNee/ 
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oxpreN approftl of propoNla wb1ch ba hao 

1ntoi'M4 'bo\h \ba UnUo4 Steteo and. J'Nnoh 

Oo.,.rl'IIMnh \ha\ ba 41ol1koo; DOl' 4o.,. ba -

bow \ba \rlparU\o aare-n\ can w worko4 in 

~' epirU of ooopareUon wbioh e11oul4 1nep1re 

U U' Yiowe of paru .. in a ••ter eo c1onl7 

comao\o4 wUh \hat. aareo•nt. reco1Yo eo ~1 

oonaiderat.lon. 

It \harotore J'Nnoh aon.-n\ 4oc 14o 

\0 proooo4 \ba7 auet. 4o eo on t.ha1r own re-

I t \M7 conetdar t.baJ ere eo tar 

~t.\e4 b7 ( group undee)'Pherable ) e ht.eMd 

~' 1t. h DOt. poeol'blo t or t.~ t.o wUII4N• 

TOG -.:, into.- \baa \ha\ \ba (lbaDOollor of t.ba 

Da)leqllOI' 4aa1ree \bat. \ba t ollow11ll po1a\a 

ebool4 w oloarl7 underet.ood• 

lo It. 10 obY10Del7 w1 t.b1D \1M powr 

ot \110 l'renoh Oon..-at. t.o UJMiel'\ake paJMDt. ot 

tat.eroot. 1n treaoe 1D ..,.._ aa4 \bat. 1e et.lll 

\I'M on• 1t ..-r of rr-e t.o w pa14 U _.. 

w •art in aocordaJIII• w1 1.h ollf'I'Wil\ ftllae ot 

tNDO 1a tei'M of 

o\aiiAAI'Il• 
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lla~ a prooalaa \o par ln ao~l 

a\erllna c~\a ~ h"enoh OOnr-n\ w an 

liDIIertaklll,tl which ia no\ ln Ulelr po .. r \ o 

1111Pl-n~ anlaaa \baJ are able w ob\ain 

UDdertakin& ~o .aka repa,-.n~ in •~arlin& appliae 

~o in~eree~ onlr or to lnteree~ an4 oapUal. 

lla~ in aJQ' oaae ~ura h no prooal•• or unl4ar,.u:ln.t 

eipraaaed or i~llad on \ba part or Hie Ma jea\r'• 

QoYe~n\ \bat ~J wlll in tao~ aaala\. 

a. IJo laaaa oan lie -.de ln London aJd 

no quoUUon oan lie atnn oa London 1\oolt 

ax=-ae and h"enoh oon-n' ab0Ul4 uadartan 

no• ~o 1nY1W or taolllta\a aulleoripUona troa 

11!'1 Ueh aouroa. 

' 

y 
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JROK: .Aaerioan lab&eay, Paris 

DATI: Karch 8 , 5 p.m. , 1937. 

vo.: 324 

With respect to the political reaction to what i 8 

termed the new economic policy ot the Popular rront, it 

i8 obvioWI that the Government ' 8 deo ie1on8 of laet 

Friday have received more tavor in the moderate cirol.ee 

ot the oppo8itiou than they have received trom the 

extreme Lett ot the Gov8rnment'8 aupporter8 . lhile 

evidentl.y wiehing to remain loyal. to the Government , 

the oolDIIIUl\18tB and the leaders ot the o.G.f. , are having 

aome ditfioul.ty 1n concealing their dieeat1sfaotion. 

Apparently they are struck 't:1y t he possibility that the 

Gover nment 's deoieions constitute a definite change ot 

direction towards l. iberal., orthodOx methode rather than 

a •pauae• 1n the ful.t11.lment ot the popul.ar Front 

program. (DD Of SECTION Olll ) 
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htre• Right el•ante are •ery jubilant in s011e oaeee o•er ­

playing it t o the extent of urging that there 1a a fa•ora'bl e 

opportunity at present for dri'fing a wedge between Blum and 

the O.G.T . , tbue destroying the Popular Front party, 

At leaet for the immediate future the fate of the new 

poli cy will depend upon the degree of succeee of the new 

loan. There i s bound to be a certain amount of ekepticiem, 

on t he other hand, on t he part of people who ha•e •oney. 

Ae one of thie lat ter olaee hae expressed it, they are 

aekiqg t hemeelYes whether, a.fter t hey have subscribed to 

the loan and saYed the Popular Front Government, later on 

they will not be met with a new progr&lll of ad• anced social 

legislation whioh will create seri oue Treasury and monetary 

difficultiee again. 

How8Yer, the l oan o.ffering make& an appeal t o the 

average Frenchman on points t o which he is particularly 
• susceptible- Q&lllely , a goal opportunity to make a profit able 

inveatment, and an appeal to patrioti&lll. A fUrther and 

important aepect of the loan which t he extreme left or the 

moderate ele•nt ha•e not OYerloolr.ed ie t he fact that Blum 

for the fir et t1111e aince he for•ed hie GOYernment appealed 

t o the country ae a whole, aD4 not t o a party or a gr011p at 

partiee. One obeener hal etated that thie tillle Blum 11 t o 

be f o llowed by Lebrun inete&d of being f ollowed on the 

platform by Jouhtu •• .bu frequently occurred 
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The Radical Sooiali ete tend to claim credit for the 

GoYernaent• a •conversion• to t he new policy. During thie 

recent period of anxiety over the financial si tua.tion, the 

Radical Socialiete have undoubteclly proved a strong anchor 

on the conservative side, just as t hey did during the 

critical daye of the Strikes in June of last year, and 

during the period when the Governaent fol'llled ita policy 

·regarding non-intervenUon in the Spanish crisis. In 

looking tor an explanation of tbe recent decisions of the 

GoYernaent it doee not seem neoesaary to go furt her t han 

recognizing the fact that BlUil waa faced w1 th an urgent 

choice between t wo things- methode of righting the situa­

tion and methods a! control which he felt would have alienated 

ay.pathy in Great Britain and in t he Uni ted States, and he 

chose the way that seemed to be in tbe best interest• a! 

the country, demonstrating the courage which he has shown 

whenever called upon t o take an important decision. 

Aa Profe~eor Rist baa written, tb~e is after all 

nothing inconsiatent in prescribing different remediee at 

different stages during the time a patient is i ll. 

'lhan considering the reasons which •Y .bave caueed 

Blum to reach the decision on new policy, one should not 

lose sight of the tact tb&t ehould serious 41fficult1ee be 

encountered by the popular trent ~ernaent, many people 
believe 
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bel1ne tbat there might be eoae dhturbelloe of publio 

order whioh would &1•e Hitler a long-awaited opportuni'J 

to profit troa the t.-porary 41• 111on in rranoe bf UIIWI1JI& 

a aore asgreeei•e attitu~ in the central and eaetern 

pari of the lurope&A Continent. 

J:IID KJ:SSAGI. 

IA:Lft 

.. ~i es;·• 
'""..,... -· · ~· . .. . " -.......... ..._.... ....... 

WILSOI. 
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HMJr: 
W. R. 
Burgess : 

HMJr: 

B: 

HllJr : 

B: 

B: 

HUJr : 

B: 

HMJr : 

B: 

Hl4Jr: 

B: 

HJIJr: 

B: 

HI4Jr: 

B: 

HUJr: 

Bl 

HK.Tr : 

B: 

Hello 

Oh, hello , sir 

Hello, Burgess -

Monday 
March 8, 1937 
5:30 p. 1:1. 
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I hear you 1 ve bad a b 1g day • 

Oh, I'm just exhausted. 

I 1ll bet you are. 

Yes 

Did you decide to give out any notice about the 
close of the books? 

Close it Wednesday night. 

That's just right. 

Yes 

That 1 s what I would say. 

Yes 
Yes - Well , that's fine . We 'll send out notices 
tonight, then. 

Yes, Bell will give them out . 

Very good - very good. Well., I think we caae 
through the day pretty well, we didn' t bey a 
cent, you know? 

(Laughs) You old -
And I think perhaps we've bit the bottom on this . 

You old Scot chman - Well, I like to support the 
market when it doesn ' t cost anything. 

Wel.l , it's aU 1n the psychology of doing it at the 
right t1ae and 1n the right way. 

Well -
And you bit it just right. 
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B: 

8l1Jr t 

B: 

HILJr : 

B: 

HIIJrt 

B: 

HIIJr: 

- 2-

Yes
1 

we hit it Just right and it didn ' t cost ua a 
nicKel. 

That ' s right, yes . 

1 1m not worried; I ' m glad we got the extra cushion. 

I think 1 t 1 s rme. 
Everytime one of my boys coaes in I rub their noae 
in i t . 

(Laughs) Thank God we were right once. 

All right, Randolph -

Right 

Goodbye . 

goodbye 
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Secretary of State 

'."lashing ton 

325, March 8 , 6 p .m. 

FRC:.t CO CHRAll. 

GRAY 

Paris 

Dated March a, 1937 

Rec'd 7 p.m. 
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rJarket contact sa1d Dank or France had a satisfactory 

' ay acquiring between 3 and 4 million pounds of sterling 

at around 107 and fair amount of dol l ars at from 21 , 94 

to 92, Lazard was principal seller of pounds ~d dollars . 

Forward franc better . 1entes up about 65 cent~es. 

Stoc!: r:arket fairly good but indicates general tendency 

to await developments . Bank or Prance paying price fat" 

gold is seid to be 24509 . 527 Cranes per kilogram based on 

sterling parity of 107 wllich my contact says works out to 

about $34 . 77 per ounce . E~change traders say some 

French intend to make thoir subscriptions to the loan 

throuGh B~itish ban"k.a so it will be easier for t hem to 

get back fo~eign ,exchan,;o when selling or cashing coupoos • 

0 0 WILSON ... ........ -.. 
S. S:Eiffi 
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Secretary of State 

?lashington 

326, !larch a, 7 p.'ll . 

GRAY 

Paris 

Dated Uarch a, 1937 

Rec'd 7:30 :> .m. 

Embassy's telegram 312, March s, 4 p .m. 

Blum br~adcast a speech on the evening of Karch 6 

giving the 1·ea sons fer the dech tons taken by the 

C&bine t with regard to the e~ohange situation. At the 

437 

ond of the speech be 

be sur~r~aed that he 

said that some of his 
(tone?) 

did not use & ton of 

hearers might 

contrition 

(?) revised bu• that he saw no re~son for pretending 

sentiments which he did not feel, ;bat the reforms which 

had been voted remained, and that the Government could 

consider without s heme the course followed for the past 

l' i.ne months. 
Chautemps , in a speech delivered at Chatre on March 6 

said that the Radi cal !'arty would have renounced its 

duty towards the nation a11d failed in its mission bad it 

not a• aoc1ated itself 1n the last elections with the 

reassemblement of the Left parties, since the abstent i on 

of the Radical Party would have !IIBde parlla.'llentary gowrn­

ment 1mposs1ble and would have Left and t wo extre=es ot 
the 
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U -2- 1:526, Mar. 8, 7 p .u:. from Parh 

the Right aDd Left opposed to each other in disorder ani 

violence . He stated that hie party had served as a use­

ful counterbalance to certain more extreme forces and 

that he had too much conttdence 1n the good sense and 

patri otiam of the nation to doubt the success of an opera­

tion of salvation which should bring all Prenclunen together 

in the same ardent faith of the country's future . 

The T~PS comments that the "Popular Front 

Government has returned to liberal orthodoxy ln finance . 

(END ONE.) 

WILSON 

S. !S :NPL 
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., . 
Parle 

Dated March e, 1937 

Rec 1d 7:10 p.m. 

Se~retary ot State 

\Yas h1ngton 

326, lolarcb a, 7 p . m. {SRCTION TWO) 

whereas it bad hitherto practically turned 1 ts back to 

L' ECHO D'J!: PARts says that a return to orthodox finance 

will not be eut'ti ci ent and demands that the Gover.nment 

return as well to ort hodox politics, remarking that 

it •• 

the experiment ot the last nine mt11tha has been de,1 lorable 

and that lUun: "must not deceive hi:DJoalf or us" . 

PIIiAT.O a"ty s that a chanse or fi nancial policy mus t 

be accompani ed by a change in the <: enerel policy. 

L'FRF. NOUV~F. comments that the Government's measures 

are in Una with the warn i ngs the Radical Party bas me1e 

ever since last June. An editorial in t he same paper 

shows clearly how the Radicals clatm the laurels for the 

Oov ernment ' a volta race. · 

L 'Y'.RY: NO\NF.LLY. l.i lten1s e draws attention to t he divor-

seney between Blum 's liberal poli c y and statements by 

J ouhaux and. Foure advocahng natimallzatlon or basic 

industries . 

Ll!! PEUPLE, organ of Jouheux, head of the C. G. T · 

points ou t that llberall sr.l and oo['ital have been siven II 

lut 
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U - 2 - #~26, ~. 6 1 7 p~. Sec. 2 from Perl a 

last chance . 

HUUANITF. confines itself principally to attacking 

articl e s in the Right press rather than enthus1ast1cal ly 

sup >Orting tile Government's measures . 

~"D OF li"'..3SAO:F. 

WILSO!I 
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J'ROK: .lllerioan lllba .. y, Parh, Fra110e 

DATI: Karch S, 19!7, 8 p .m. 

110. : !28 

li"ROK 0 CCHRAN • 

Thill afternoon at four o• cloolt I had a call from 

Professor Riat • Professor Rist referred to the matter 

d the exchange opti on clause which baa been proposed 

for tbe long term national defense loan for the Fre110h. 

I waa aalted by Professor Rist whether I would consent to 

telephone to Secretary ltorgenthau t o see whether 1 t wa s 

poeeible for the Secretary to reconsider hie decision of 

last saturday night, in view of all the circumstance• 

of the French situation. 

When I spoke with Secretary llorgenthau, I said, I 

lid told hill that Leith-Roes was in paris, and t he latter 

had indicated to ae that he was g oing t o t r y to cb&DCe 

the mind. of the Chancellor of the l;mhequer on t he aubj ect, 

and. get him to allow the rrenoh Treasury to .nue a payiJIC 

agent in London if a favorable anner were reoe1Ted from 

American officials w1 th regard to the matter. [I •ent1one4 

to Leith-Roaa that I had been inforall4 by Rueff that 

tbe Bri t1 all were not willing to approve an arrangement for 

a LOD4oll paying agent unleBB e1m1lar approval were giTIIIl 

by the Aaer10111l authorities; Leith-Roea aald that he lla4 

the Upreeeioll that an uncond1 Uon&l refusal bed been giT• 

by the BriUah authoriUee). 
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The anawer of Secretary Worgenthau, I told Rist, 

had indicated that a definite and f i nal decision had been 

reached by the Allerican authori Ues, and that AJBerican laws 

were the basis f or Judgment. I said that as a purely per­

sonal faYor, I would pro~tly telephone Secretary Worgentbau. 

I mentioned to Professor Riet that at Basel and elsewhere 

the 1mpre881on preYailed that unpreparednees had been shown 

by J'rench officials in their new progru, and particularly 

the loan announo1111ent Just -ade . Be ~eed with thie, and 

said that he had not known about the aatter of option of 

exchange as contained 1n the anncunceaent until after it 

had been aade public. 

It was unfortunate, I eaid, that eYen after the •tter 

had been submitted to the British' euthorities and the 

A.erican authoriUes , public utterances cont1nu d to indicate 

definitely that fUll option in exchange would be ginn to 

hol dere. I ~ead to Riet cer tain paragraphs f r 011 the epeeoh 

which Blua gaTe saturday night. In t r anslation they are 

as f ollowe: 

•The lO&A iuue which is now be1Dg prepared will enJoy 

the benefit of an exchange guarantee and alec exchan(e opUOD. 

•It will be i&~~ued in f r ance, in pounde, and in 

.... _ .. is to aay in the respective currenoiee of the 
dollars; ..... 

ha•e concluded between theaselYee the 
three countries which • 
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1!he oaup~ 1• therefore protected against all 

possible l'U1a,1ou of the three currencies in relation 

to eaob other and they -Y always be oabee4 on the center 

(aur la place) where the payaent will be· the aoet adl'an­

tageous•. 

!here was no deaire to draw any American funds for 

the lO&D, according to Profeuor Riat. I ne rea1Dde4 by 

him that be bad upreseed to ae, only a few .S.ys aco -

before hie appointment to the present exchange co.-J.ttee -

!liD 810!101118 on: ABD '1'10 . 

WILSOIII. 

U:Lft 
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4H 

hie frank opinion that any French loan should be an 

internal loan and not external. However, he added that 

the investing public in France bad been so nervous that 

officiala in the Treasury thought they should add the 

option of exchange provision• so the loan would be .&de 

attr active enough that there would be no chance of t ill 

French public failing to eubecribe to the full extent 

required by the French Goverment. If it cannot be 

arranged to have paying agent. i n London and New York, 

authorities feel that the loan must be replanned to the 

ext ent of offering an exchange guarantee instead of an 

option as to place of payment and as to the currency in 

which paid. I was c onfidentially inforaed by Professor 

Riet tlat the latest plan h to liai t the first issue 

to five bill ion francs, and ae early as possible close the 

books on the lean. 

professor Rist intimated that aa regards the Sritiah 

they still definitely retusad to grant the French requeai 

for a paying agent in London. 

I telaphonecl t o secretary Jlorgenthau at 4zl5 aod ex-

plainecl t he visit by Riat. I was tn.foraed by Sacra~ 
Jlorgenthau tbat the cleoiaion r1 which be b.ad i .nforaecl • • 

on saturclaY nipt h&cl been entirelY final, and furtbaraore 
'hoae 

Regraded Uclassified



- 3 -

those who .. be h&d consulted unanimously approYed. A state-
of the Foreign Arratre Co.mittee 

ment of Chairman MacReynolde/wae read t o me by the eec-
retary,in which the French GoYernment• s alleged proposal 

to seek American funds for the huge defense loan program 

was criticised, in Yiew of the fact that France had not 

yet pai d ita war debts to the United States. I telephoned 

to Professor Rist at the Ministry of Finance after the 

' cODYereation with Secretary Mor genthau, and emphaai aed t he 

final character of the decision by the American authorities, 

aDd repeated to him the statement of Chairman MacReynolds. 

He said that he understood the situation fully. 

END ~SSAGE. 

WILSOB . 

• 

EA:LWI •• 
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