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Appointments e.ocl Resignations 
Baracle1, Joseph a.a 

-A-

Senator lloore (In Jer,..y) eeein oella 1!11.1r and 
expresses Frank Hague ' e interest in baYing case 
adJuated- 3/10/37 •••••• ••• •• •• •••• •• •• •• •• •••••••• 

a) IIIIJr's coanraation with BelYeriD& ......... .. . 

- B-

Beradel , Joseph a, 
See Appointments and Reaignetioos 

Board or Tax Appeals 

Book 

LU 1)0 
134 

llagill •eaorend\D coacerning cooferenoe witb Olipll.ent and 
Sbatrotb wi tb regard to iapron~nt or procedure for 
disposition or peDdin& cases- 3/9/37..... .. . .. ........ S3 

Bud&et, Bureau of 
lla.aa ... oraDd• coacern1ng Bell co.putaticm prortding 

breakdown or CioftrnaeDt expeDditurea by proJects, 
et cetera, for the peat four years , together with 
C08perable table tor fi.scel year beg1n.oing 6/J0/37 -
3/ll/J7.... • • • • • • • • • • • • • • • • • • • • • • • • • • • • . • . • • • • • • • • • • • • • 238 

Bueinees Coad1ti0111 
Eccles •emore.odua on •Tbe ri6e of prices and tbe problea 

ot .. u.tai.oi.og an order~ r8Y1val• given to FDR and HIIJ'r-
J/12/37 ••• ••• ••••••••• •••• •• • •••••••••••••••••• •• •••• •• •• 

a) "Tba recoYery 1101'-t 1a DOW auured ud requires 
DO ~tber poaitiYe att.ulation 'by Covernae.ot• 

- c-
Crowle,-, Leo T. 

376 

Diegs (Federal Depoai t J)lauranoe Corporation) a aka 
Co.ptroller' a Office to Mke appoiotaent wi tb HIIJr; 
wants to tell b1a of ru.or that Crowley ia leaving -
3/ll/37. .... • • • • • • • • • • • • • • • • • • .. • • • • • . • • • . • . • . . . • . • • • • . . • . 236 

Curle,-, J aaes 11. (ex-Co~~&reaaun, ex-CoYernor - llasaachuaetts) 
For certain date ooncerning CUrley .. obioe, eee page 289 

laclea, ..-riner s. 
See lhaa1neaa Coaditioaa 

!mea• 18Mne• 
See Ool4 

-I-
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Book Pa1e 

Pederal Alcohol Adainiatration 
Opper ud Gra••• •••or&Dda for J aaea Rooeenl ta 

FDR ie UDder no neceeaitT of taking ta.ediate action 
rltb respect to the appointaent or aeabera -
J/12/)7 ••••• •• ••••••••••• •• ••••••• •• ••••••• •• ••••••• 

Federal Depoait l.Dau:rance Corporation 
Digge (Federal Deposit I.Dsurance CorporatiCD) aske 

Coaptroller'a Office to aal<a appointaent with IIIIJr; 
wenta to tell b1a of r1111or that Crowley 1a laartng -
3/11/37 •••••••••• •••• ••• •• ••• •• •••••••••••• •• • ••• •• • • 

Financing, Govarnaant 
3~ - See Book LVIII, ;*ie 32S, for announcement 
~oaing of booka - 3/10/37 •• •• •••• •• ••• •••••• •• ••• 
Burgess reporta on aarket operations •••••••• • •• ••• •• •• 

See Gonl'1111ent Bond IIArket tor decline 
l'Hnee 

For defense loan, aee Stabillzatioru Franca 

- G -

Ganaaey-
FDR tells IIIIJr be 1a sending James to State Department to 

find out whAt action they are taking concerning outrageous 
remarks by llads about distinguished ~arican people -
3/9/37 •••••••••••.•••• • .• • ••••••••.•••••.••• •• .•.••••••••• 

FDR pleased that B:ull is selldina: nry atiff note to ~ican 
Aabassador in Berlin, to be tUed aa ooaplaint rlth Gal'D&I1 
Go~ernment- 3/10/37 ••• •••• • •• •••••• •••• •• •• ••• •• •• ••••••• 

Gold 
See also Mexico ( lllllUOiling) 

391 

236 

S2 
9, 26, 54, 

S7,96,102 

136 

Haas '""'"orandua on •Possible use of gold in the inaeti•e 
account and 1n the working balanee•- 3/12/37.............. J87 

Government Bond IIArkot 
See aleo Financing, Go•ernaent 
Meeting on decline; present• HWJr, Eccles , Goldenweiser, 

Bell , Taylor, Lochhead, snd Haaa- 3/12/37 • • •• • •• • • •• •••••• 
See HMJr-Burgeaa cooYeraationa •••••••••••••••••••••••••• • •••• 

- H-

Housing 
Bell reports at 9a30 aeeting that although Stewart McDonald 

originally had wanted ClDly extension of Title II or tM 
Housing Act, hh sreaent report on Title I ie nCDc.,..ittal 
(eo thAt be won't aqer &nyCD& in Con,reaa) and the BUdpt 
Bureau ie left ~olding the baa•- 3/l0/37 •••• • • ••• • •• • •• • 

a) OUpbant teele it lbould not be ~. and it eo, 
it aboal4 be aelt-aiUta!ntnc 
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Book Pap 

Inveatip.tione, Tre&S\11')' Personnel 
Rea\IU of Igoe-Yellowley cue, 3/11/37-S/S/37.. . ........ LIX 
IIIUr talks to CWIIIIin&s concern~ Igoe (United States 

District .lttorne;r, Chicago) inYeatigatlon of 
Yellowley (Internal ReYIIllue qent in Charge) -
J/ll/37 . ................ .. . . . ... ..... . . .. . .. . . . . . ... .. . 

a) BlUr tella llelYer~ of oonYeraatlonJ 
Cu.atngs proooieee that Brien llollah011 will 
set 1n toucb with BelYering at once • •••••• • •• • • • •• 

b) Keenan (Deparaent of Juet1oe)-HMJr COilYeraation -
3/ll/37 ... . . . . . . . . . .... . . . . . . . .. .... .. . .. . . . .... .. . 

c) IIIIJr ta.lks to Yellowley; telle bia be (IIIIJr) 1a 
back of him- 3/11/37••• •• •• • •••••••••••••••· • • • ••• 

Yellowley tells IIIUr of nasty article in Her&ld Exam1nera 
•Who playa liquor across city? Capone gang bUSJ as in 
prohibition era. Yellow ley rule onr J.lcohol Tax Onlt 
ass.iled by Icoe aides• - 3/12/37 ••••• ••••••••••••••••• 

-L-

Lewis, De.rld (Congresau.n, lla.ryland) 
HMJr rec~ends to FOR issuance of coin co-meMorating 

seventy-fittb aJUiiversary of tbe Battle of Antietam, 
as rec01111ended by Lerlr, becauee of bia great fondneaa 
for h1a- 3/10/37 ••••••••••• •• • ••• • •. •• •• •• ••• •••••. •• •• 

-II-

llay, George 0. (Price, 'li8terho'IJ8e, and Coap!UIT) 
See Taxationa Ulldiatributed profits tax 

Mexico 

188 

191,207,214 

218 

234 

319 

137 

. .&labass.adoi- oal.la • J/10/37.. .. • • • • • • • • • • • • • • • • • • • • • • • • . • • . 106 
a) Brings Suarea 11e110randua conoer~ cooperation ot 

United Statee in taal< of 'preventing of sauggling 
of gold fr011 lleldoo 

See inatructions iaaued to Colleotora of Custoaa - 3/12/37.. lll 
a) Copy giYIIll to llaxican Aabaaaador - 3/ll/37 ••• •• • • ••••• • 2S3 

-· -
larcotica 

Graves me8oranclua concerning raeent aeiaura troa Britiab 
~/STaybank- 3/10/37••••••• ·• • ••• • •••••• • • ••••• • • •••• •• • • 112 
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Book Pap 

Railroad Ratiruent Act 
See alao reewul 2/24/37-4/21/37, Book LVI, page 175 
Pelley baa recehed final authority, at -tiDg of 

railr<>&d execut1Tu in Cbic.go, to necotiate with 
respect to ra.Uroad retirellent allowance a - 3/10/37... LU 75 

- s -
Sm.ith Coapaey, E. 11. (Los Angeles , California) 

HMJr asks Attorney General concerning etatua of criainal 
prosecutions inTolrlng above-IWied coapaey, E. II. S.ith, 
and Walter G. L. S.ith- J/11/)7 • ••• •• ••• ••• ••• •• ••• , •• 

Social Security 
Altaeyer a...arandua on proposed aundllent to briDg ae.,.. 

eaployed on Aaerioan Teasels within Titles II and VITI 
of the Act- 3/~37 •••• • ••• • •• ••••• •• •••••••• • •••••••• 

a) Acknowledced b7 Treasury - 3/12/37••• •• • ••• • •• •• •• 
Stabilisation 

France• 
HMJr-Harrieoo con?ersation- 3/9/37 • •••••••• • ••••• •• ••• 

a) !list bad called on Cochran, IIAking strong plea 
for cbange 

b) Bonnot calla, telliDg HMJr Onited Statu is not 
interpreting Johnson Act oorreotl7 and then 
threatening to put in exchange control, et cetera, 
eodi.ng by aaying that Auriol nnted HMJr to know 
that 1t French loen f&Ued, be (HMJr) would be 
peraonall7 responsible 

c) Britiah &lao turned down French and French then 
retorted whether i t was 11Jced or not they were 
goiDg to do it and do it in Londoo 

d) HMJr goes to Hill and worka it out eo tbet l!obinaoo 
gi••• out release 

e) HMJr feele this brings Great Britain and Onited 
States oloeer tocetber 

f) French alao appre&ched Bank for International 
Settl .. anta , aak!Qg it to do the pa;yiDg, and 
Bank for International Settl-nta retuaed 

g) Cochran reporte ba baa neTer •- JoMAD ao 
thoroQgbl,r ancr7 at the French 

HIIJ~ con•eraation- ll A.ll., 3/9/37 ••• •• •• ••••••• 
a) Paris newspapers atete that Boonet will broacloast 

in Etlclbh tonight at 7145 
BMJr-Harriaoo OODYWreatian- 3/9/37• •• •• •••• •••••• •• •• • •• 

a) llorpn and Ooape.DT (Paria) ask llorpD ADd Coapaey 
(!lew York) aue question oonoerniiiS eotiDg u Pl11nC 
apnt J lew York oaapa11,7, w1 tbout lcnowiDg of Treeaury 
aot1011, pna idotinal anawer 
1) Letfinpell' a corroboratinC letter - 3/10/37 •• •• 

247 

244 
312 

1 

19 

29 
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Steb1lizationa Franca (Continued) 
Boonet radio address• 11\lll. reports on diacusaion wit.b 

Henry (Counselor , French Embaee7)- 3/9/31• •• • •• ••• •• • • LIX 
a) Henry states that newspaper articles are entirel7 

erroneous - have to do merel7 with ori~ 
inrltation to apeak, dellTered b7 lational 
Broaclcaetinl Coe~ to Bonnet as to all. nn 
Ambassadors 

b) Henry adds aaaurance t.bat when Bonnet apeake , 
""7 refereDOe to question of rape.triation of 
French investments from United States will be 
clearly in line with desires of Treasury 

c) Henry creates impression ot diapleaawo. t.bat 
question should be re.ised 

Par"is aa.rkot res'UIIe' - 3/9/37 •••• •••• : • ••.••• • •• • • • • • • • • • 
• • .. - J/10/37 .. . ...... . . .. . . . .. . .. . ... . . . 

Translation of text of law aut.borhinl issuance of lOIUl, 
just laJ.d before Clwober of Deputies by Governaent, 
tra.ne:a1tted by Cochran- J/9/)7 ••••••••••••••••• •• •• •• 

a) Preas c.-ant concerning Blua1 s supporting speech 
resulting in uproar in gall.eriea in which 
Madame Blua participated- 3/9/31 ••• •• •• • ••••••••• 

b) Embassy cablee concerning debate and final passage 
by vote of 470-46, with 94 abstentions ••••• ••• • • • • 

l) !11&1r~ocbran conversation girlng teras ot 
loan- 9:20A.M., 3/ll/37 • •••• • ••••• • •••• • •• 

a) !11&1r talka to lnoke• 4~ sixty-year bond 
at 98 • . •••. .••. • .•... . . . • .• • . • . ..•...... 

b) BMJr talka to Harriaoo ••.• • ••••••• • • •• • • 
c) Elobaaay cables passage ot bill by Senate• 

vote 258-l (Senator Thibault, ~publican Onion), • 
with 46 abstentions- 3/ll/37 • ••••••••••••• • • • • • • • 

Press c011111ent on French lOIUl (Paris and lie abington) • • , ••• 
.American Elllbaesy (London) reports teroaa ot Franoh loan ben 

aroused curiosity though no real aoney interest; .British 
aut.boritiea re,POrted as still anxioua about the poaUJ.on 
1D France- 3/ll/37 ••••• • •• ••• ••••• ••• •••.• •• .• • .••. ••• •• 

a) Sir Frederick Pb1lllpe tella Bri tiah Treea...,­
Frenob aituation bas ~aurabl7 !»proved 
durine paat week- 3/12/37 ••• •••••• ••• • •••••• • •• ••• • 

Text of decree aatabl iahing conditione tor firat issue ot 
uatloD&l dafeo.e l oao- 3/12/37 ••••••• ••• • • •• ••••• • • •• ••• 

a) IABrun, at cetera, broadoastinl in tavor of loan -
3/12/)7 •••••• •••• • ••• • •• •• •• •• •••• •• ••• •• •••• •• ••••• 

b) llewapapar o-ent reports Ilea~ d-nd tor firat 
inatallaeat ot loan- 3/12/37•• • •• •••••• •• •••• ••••• • 

Stern, Oarld 
!polopaaa tor adi toriela on Franoh situation and Oil ho1181Di -

J/10/J? •••• •••• ••• ••••• ••••• ••• ••• •• •••••• • ••••• •• •• •• •.. •• • 

32 

36, 45 
146 

47 

155,157,168, 
256, 259 

172 

177 
180 

264 
60,165,273 

254 

398 

363 

401 

403 

82 
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tuatioa 
Ull4iat.ributed profit.a t.axa 
~n C. Tqlor (Cbair.n ot Board, llll1t.ed stat. .. 

St.el Oorporetioa) trenaaite to Fill .-orencN. b;r 
Qeorp o ... 7 (Prloe, laterboqe, u4 Oollpa!IT) oa 
•Jew oonatruction and the uadiatributed protita t.ax•-
3/ll/37•• ••• ••••• •• ••• ••••• •••• ••• • •• ••• • •• •• ••• •••• • LII 293 

-·-
llorka Progreaa Acbo1n1atrat1oa 

Hopldna' l ett.r to Jlll1r, etetiDC tbet -thod ot allooatiDC 
tunda on band-to-b•nd baaia ar-atl;r bandica~ operatiODa-
3/11/)7.......... ....... ... .... ........ ...... ... ......... 198 
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George 
Harrison: 

BIIJr: 

B: 

BIIJr: 

S: 

WIJr: 

H: 

IDIJr: 

S: 

HIIJr: 

fl: 

B.llJr: 

B: 

IDIJr: 

fl: 

HIIJr: 

R: 

mtJr: 

How are you getting alone? 

Tuesday 
• arch 9, 1937 
10:00 ..... 

• • 

Well, physi cally I 'm low today, I don't feel vary 
wel,l, 

Oil, I'm sorry. 

But, no wonder, after wbat happened yesterday. 

But I thought you came out of it very well. 

Did you see the morn1nc papers? 

Yes 

Did you li~e it? 

Well, don 1 t you think so? I tllougllt 

Oil, I 1m very llappy about it. 

Good 

Because, let me go back and tell you a lfttle bit 
what happened yesterdll)'. In the f orenoon I got a 
telepllone call from Cochran that Professor Rist 
bad called on Ilia and made a strong plea tbst we 
change, see? 

Yes 

1 

Then at two-thirty in comes Bonnet w1 til the d8llllldest 
memorand\11!1 you ever saw, t ell:lng me t hat we didn ' t 
interpret the Johnson Act correctly 

(Laughs) 

Then they went on to threaten me, which - they said 
if we didn't do this why they 1 d put in excbange con­
trol and otllar things and then he ended up w i til a 
statement by Sll)'ing that Auriol wanted me to know 
that if I refused tllis I personally would be responsi­
ble for the failure of the French loan. 

Downright :lmperti.nent guy. 

Impertinent is ri1ht. So I told ll:lm, I said -
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H: 

HllJr: 

H: 

HllJr: 

H: 

HliJr: 

H: 

HllJr: 

H: 

HllJr: 

H: 

HllJr: 

H: 

-2-

I got terribly excited, tnat 1 s why I 1 ve got thia 
sick headache today - I aaid - I got terribly 
excited and I aaid, "Well, Mr. Ambassador, with 
all due respect to Mr . Auriol, if your loan i s a 
failure there is Just one reason a.nd that is because 
the French investors haven t got confidence in your 
Government.w And I said, "How can whether you do 
or don't designate a New York bank a s an agent-
now what ' s that got to do with the success of 
your loan?" And then later on the English cwie in with 
a personal note from Mr . Chamberlain and the French 
told the English, whether they liked it or not they 
were going to do i t and do i t in London. To which 
llr. Chamberlain told them they were going 1iO do no 
such thing. I 

The British have turned them down? 

Pardon me? 

Tbe British have turned them down? 

Oh, very emphatically . 

Yes 

out - and you can see that Chamberlain lost his 
temper with them, I mean, the French are behaving 
outrageous!,: : 

Yes 

I mean, to come in and tell me , first, that I don't 
know how to interpret the Johnson Act and second, 
that if the loan's a failure it's my personal fault . 
And 

I think that's the darndest cheek I ever heard of. 

Oh, well, I mean 

And after all you've done tor those birds. 

Well, that's what I thought . And then, ot course, 
I went up on the Bill a nd I was more than pleased 
to work it out so that Robinson would give thia 
thing out, on account of all this stutf in tha 
papers . 

Yas 
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IUIJr: 

a: 
BlJJr : 

B: 

BloiJr: 

H: 

IUIJr: 

H: 

filiJr: 

8 : 

HllJr: 

H: 

I:UIJr: 

H: 

-3-

And, of course, if the maJority leader of the 
Bouse - Senate - wants to do such a thing nobod.)' 
can criticize him, you know? 

Yes 

And 1 told him, I said, •Kr. Bonnet, take my word 
for this, the behavior of your Government is losing 
friends every hour for the French in the United 
States ." And I said, •You're absolutely on the 
wrong track.• And, wel l, I mean Feis was here 
throUgh the thing, be sai d - be said since London 
he bas never seen such a t hing go on. 

Yes 

Be s aid - that s ince the London Economi c Conference 

1es 

but the only good out of the whole thing - there ' s 
always some good - it's brought the English and 
ourselves closer t ogether t han we 've ever been. 

(LaUghs) I think that•s undoubtedly true . 

Oh yes, because Chamberla in's note was most friendly 
to me. ~nd of course, you see, he sent me another 
note Sunday night begging me to stand by my guns 
because he had no legal ground and we did. So I 
sent a message t o him last night and I said, •Well, 
a t least out or this thing we have come a l ittle 
closer and it shows that, - n And I said, "What it 
work.s out is that if we ' re going to have stable 
currency 1n the world it's to resolve upon the English 
Government and ourselves and nobody else." 

I think you' r e right. 

What? 

I •ve felt that in the wind for a long time . 

But it' s brought us closer together, because it ' s 
like playing a game; if you find the fellow is a 
sportsman and doesn't cheat you get so you like 
him. 

Yes 
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H.M.Jr: 

H: 

BlUr: 

H: 

I!!JJr : 

H: 

HMJr: 

H: 

HMJr: 

H: 

IDIJr: 

H: 

HMJr: 

H: 

BMJr: 

HI 

BIIJr: 

- 4- • 

But i f you find that a fellow is playinc golf 
and when you don 1 t look he kicks the ball into 
the hole you don't like to play with h1a again. 

And you don 1t do it. 

What? 

And you don't do it. 

And you don•t do it . 

Yes. 

But that•s the situati6n. And-

I wonder who is responsible for that. 

Over there? 

Yes - is it Auriol? I guess it is. 

I don't know, I don't - I don't pretend to be able 
to interpret the Frenchman's mind, I mean, it's -
And of course, the more you see of this fel~ow 
Bonnet the less confidence you get i n him. 

Yea . 

As Bullitt said - Bullitt said, •It I'd have 
been given a message like that to deliver before 
I ' d delivered it I'd have c~ed rrr Oovertaent 
back and told them bow impossible it was. • But 
when I - when I went after Bonnet the~· tell me 
he went just as white as a sheet. 

Buh - I ' m glad you did. 

Oh, well, I •m not goinc to have an;ybody sit and 
point his fincer at .. and tell me because I won't 
permit soaethinc which is against the law that I 
aa to blaae for a faUura o.f their financing. 

·4 

And of course, the beauty - the beauty -• that 
this statement which I gave out to the pres•.-• 
the kind that could be given out without anr offense 
to &IJTbody, thanks to you. 

Wall, I'm glad you reel that way. 

Yea. 
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B: 

mur: 

B: 

HIIJr: 

B: 

BlUr: 

B: 

IIII.Tr: 

B: 

BKJr: 

H: 

BI(.Jr: 

H: 

BI(.Jr: 

H: 

IDLTr: 

H: 

BlUr: 

H: 

BIIJr: 

II: 

- 5 -

You remember I told you at the tiae that waa aoinc 
to be an important doc1111ent aome day. 

Well, it'• - we didn' t haYa to wait - and I 
couldn't have given it out . 

Yea. 

But i! Robinson, Pittllan, the Speaker Banlchead, 
and McReynolds, the !our o! them decided they 
wanted to give it out, after I had planted the 
seed in their mind, the public can' t obJect. 

Yes . 

Or aeybody else. 

Yes - Well, I haven ' t heard any obJection at 
all. 0! course, all I•va seen so far ia Just the 
news comment . 

Yes - Ylell, they wrote a !air story. 

Yes, I thought they wrote a very good story. 

Yes. 

I read the one 1n the Times. 

Yes, it was perfectly !air. 

Yes. 

And - oh incidentally -

la there aeything I can do to help you? 

Pardon me? 

AQJthing I can do to help you? 

Jlo - Just this will interest you. 'l'be Prencb 
also approached the B. I. S. and asked ttwa to 
do the paying. And the B. I . s. turned the• down. 

Really? 

Yea - I tbousht you ' d like to kiiDw that. 

5 
' 
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BlUr: 

B: 

B: 

IIIIJr: 

H: 

BKJ'r: 

H: 

BlUr: 

H: 

HKJr: 

H: 

BMJ'r: 

H: 

IDIJ'r: 

H: 

BlUr: 

H: 

( BlUr: 

B: 

- 6 -

Ohl - I haven't read it yet, but Morman is just 
wild he'• so angryl 

Yea . 

Be is turioual 

(Laughl) 

And •whet's his na~~~e' was there Sunday . 

Cochran? 

Yes. Be - Norman - he said he has never seen 
Borman so angry, - at the French. · 

On the way - on the ground or the way it's handled? 

Well, it's the 1apert1nence and - and this whole 
thing, they've tried to force the British just 
the way they did us . 

Yes. 

You see? 

Yes. 

What? 

Well, that's all very interesting. I wonder 
what's going to happen now. 

It -

It shows how wea.k they are because they're afraid, 
aa Bonnet h1.1Dself said, to do it without the Bew 
York and London paying agents, because people 
will believe that they'll go back on tbeir word. 

Well, or course, the whole - yesterday .orninl 
before this happened w;r reeling was, .. n , things 
are a little better and uJbe the French can pall 
through. Then when they layed such streu on 
this thing and - -:r Oodl those people .ust be weak. 

Yea. 

You know? 
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1o, there r a notbi.nc - tba t r a Jws t tbe goeeip aDd -I don't lmow how our bond ll&l'ket is tod117, but putting in those orders yesterday was enouch 
to stop it !rom talling &nT turther; we didn ' t get an:rtbi.nc • 

You didn r t get &DTthiD&? 

I Just -

Burgess says be thillb that the tbi.nc was turn!Jig on its own account then &DTW&Y, Henry. 

He thinks what? 

- that the market was turning on its own account then. 

Oh, you tell Burgess 1to hell with him. ' I say I picked the psychological 11011ent to put in the order. 

7 

Oh, and I think you did, I '• !lOt - don't misunder­stand. 

Mo, I ' • Just kidding . But you tell B1.r gess I picked the psychological moment to turn the aarket and that I prater ~ interpretation - (Laughs) 
(Laughs) Well, that uy be right, but I think the other interpretation is better in a way (laughs) as tar as your bond market is concerned. 

Oh, as tar as the public is concerned Burgess is right. 

Yes . 

Whet? 

Yes. 

Well , I ' m not being too serious. 

(Laughs) All right. 

You aight keep your eye on the bond aarltet todq • 

Yea, I shall.. 
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No, I 'm glad that we didn't have to buy anything. 

Yes. 

Because I'd much rather have it that way. 

Yes . 

But I th1.nk that as long as there is three quarters 
ot a point margin the thing will go all right. 
Don ' t you? 

Wall, I think it will. 

Yes . 

I think i.t wi.ll. But I'm awt'ully glad that you 
went the whole way. 

Oh J11Y yes I And so 1s the Presi.dent today. 

Good 

Yes - all right. 

All ri.ght, Henry. 

Goodbye. 

All ri.ght, goodbye. 

8 
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I!. !I .Jr : 

Burgess : 

H.U.Jr: 

B: 

B. li . Jr: 
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l:l . !i.Jr : 
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B. li. Jr: 
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H. :.i . Jr : 
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l:I . J . Jr: 

B: 

H • .ii . Jr: 
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ll . lol. Jr: 

B: 

H. bi . Jr: 

B: 

U. II .Jr: 

Dr. Burgess - go bllead. 

Bello 

Oh hello sir. 

Good morning . 

, ,. 

Karch 9,.19.37 . 
10:25 a~··· 

Well the market opened a little bit weaker ••••• 

Oh. 

a thirty-secor.d or two orr. 

Oh. 

"' r 

We 've ac~uired about a million and a quarter so far. 

When you s ay •we" you mean for us . 

I mean you . 

l es . 

(Laughs) When I say we I mean you. 

Right . 

And •.•.. 

Ghat have you bougllt? 

~e bougllt - ah - about three of those issues two 
and seven eighths • • ••• 

I aon •t hear very well. 

The 2-7/8 1 s .... 

Yes • 

•••• and the 2-l/2 1 s •• • •• 

Yes . 
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• ,UJ 
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••• •• mostly- ah- one or- a little of one or two 
other issues . 

Bow are my 2-1/2 1 s? •lha t are they at? 

They a.re 24-25 . 

Ah-ha . 

And we thi nk tha t - that it may be desirable to buy 
a little more than a quarter of a million perhaps 
a t one or two points . 

1.ell let me tell you this - how I feel and then ask 
what you want to Know. 

Yes . 

I think the market's entirely wrong. 

Yes. 

~h - I'm very bullish on governments . 

Ah-ha . 

I •ve got 65 million dol l ars to invest. 

Yes . 

And this is as good a time as I know to invest it. 

That ' s right - yes . 

So - ah - you can 't go t oo heavily to suit me. 

All right. 

See? 

Yes . 

And - ah • • • 

Well I ' ve already gone a litt le stronger then you 
suggested yesterday and I'm for t hat. I t hink •• 
can hold it about ner e . 
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H. M. Jr: 

... 
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. • 

Well I wouldn't let it go much further, Burgess. 

Yes . 

Because I 've got the money to invest and this 

11 

is a good time. I mean I w ouldn 1 t let it go much -
they 1 re wrong downtown, see? 

I think so, yes . 

hOd this - I've got tne 65 million; I'd like to invest 
it; prices e re cheap so go to it will you? 

Yes, O. K. 

All right. 

Fine . 

All r lght . 
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U.IJ.Jr : 
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n. u.Jr : 
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R. !A.Jr : 
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H • ..t .Jr: 

T: 

H. U.Jr: 

T: 

H. !.I.Jr: 

T: 

R. I& .Jr: 

Bello 

Ambassador Troyanovsky . 

Bello 

Hello 

Mr . Ambassador . 

Yes . 

March 9, 1937. 
10132 a .m. 

Go ahead. 

Wr . :.tor genthau . speaking . 

Good morning Mr . Uorgentbau . 

How are you? 

Fine, thank you and you? 

Wr . Ambassador, we ' re looking forward to coming 
to your home tonight ••••. 

Yes • 

••... and you know President Roosevelt i s going to 
speak on the radio at 10:30 ••.• 

Yes . 

••.. and I wondered if it would be possible maybe 
Urs. Uorgenthau and I - we're so anxious to hear 
him speak • • •..• 

Yes. 

•• We might want Lo leave a few minutes earlier, you 
see? 

All right. 

In order to hear President Roos •• •••. • 

Yes I understand ••.•• 

Pardon me? 

• 
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T: 
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H. l . J r : 

T: 

R. M.Jr: 
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I understand - I want to hear myself too . 

You want to hear it also. 

Yes ~laughs) 

Well maybe we can hear it together then. 

Yes, maybe (laughs) 

Because its going to be unimportant speech • ••• 

Definitely - I think then I will listen. 

Pardon me? 

I can arrange it . 

Thank you very much . 

That 1 s all right. 

Thank you. Goodbye . 

' 

• 

• 
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. en .. tor 
Jor ohin-

>n : 
R. rA .Jr : 

l! . " .J r : 
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H . ~~. Jr : 

11 : 

H. U.Jr : 

H.:J,Jr: 

n .Lt .Jr : 

F: 

H.u .Jr: 

r : 

H.M,.Tr l 

r : 

H, loi ,Jr: 

Bello 

Hello Henry . 

Joe? 

Yes sir . 

Uarch 9, 1937 . 
10:39 a . m. 

I just wanted to cal l up and again tell you ho1v much 
I appr eciated your having that meet ing yesterday and 
how hel pful it was for me . 

I t Ytorked out all right, didn 1 t it? 

r~d the President was Yery much pleased . 

What? 

The Presi dent was very much pleased . 

\'las he? 

Yes , I spoke to him this morning . Be sai d he houcht 
i t was fine . 

Yes . 

And I just wanted to tell you again thank you . 

V'ell that ' s all right . I think there ' s a matter 
remotely connected with that which we ought to talk 
over in the early future . 

What's tha t f or . 

\'/hat? 

What i s that? 

I t s about these war debts . 

Oh yes. 

They don ' t seem to have anytthought of paying • ••• .• 

Uo. 
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F. : ••• •• or adjusting or anything else •••• •• 

H. Lt . Jr: No • 

R: 

H. M.Jr : 

H. J.I . J r : 

•• •• • but they want some new loans . 

That's right. 

And I think it may be well now to give some 
consideration •••• 

Yes • 

•••.• to that subject . 

R.!I.Jr: Yes . 

H.r.! .Jr : 

fi : 

R.''.Jr: 

R: 

R. I. .Jr: 

H. IA .Jr : 

R: 

If they're ever going to pay its a good time to 
revive an agitation 1n favor of paying. What do 
you think about it? 

Well I - I - I'd like to talk to you about it 
sometime . Its - its - this whole foreign thing 18 
so ticklish and having things going so badly abroad -
they're looking for a goat all the time, you know? 

Yes. 

And I want to make sure that they don't make us the 
goat. 

I see. 

But I - I ' d be more than pleased to discuss it. 

All right, sir. All right, thank you. 

Thank you, Joe . 

Goodbye. 
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R. lol. Jr : 
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H.M.Jr : 
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H. 'J .Jr: 
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H. Ji.Jr : 

F: 

B.U.Jr: 

.• 111 . 
• 

Bello 

liarch 9, 1937. 
10:44 a.m. 

Bood morning, Yr . Secretary, Fahey talking. 

Henry t o you • 

What? 

Henry to you . 

All righto . Say can you arrange so I c;an buy some 
French bonds this morning . 

ell now I tell you John I might be able to do it 
but you ' ll have to pay a premium. 

(Lilughs) Well {laughs) 

What? 

That ' s all right. 

Say those boys handled themselves badly. They 
tried t o force my hand by relPas/~broad, see? 

Well I should say they did . 

And they just pushed me a little bit too far . 

I t hink you ' re dead right . 

What? 

Yes, sure. I thought you handled it spl endidly • •. • • 

Thank you • 

•• • •• • i f you'll permit me to say so. 

What• s worrying you? 

Oh they said you wanted me to call you. 

No - I got a message - well I guess Llrs . Klutz 
is worrying because I hadn ' t given you an appoint.ant 
or you hadn ' t asked for one. 
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F: 

R . '~ . ,Tr : 
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- 2 - ·~, 

Oh that 's that hang-over. 

That 's that hang- over . 

All right. How are you fixed for anytime to-day? 

I ' m not fixed to-day because Itm a little under the 
weather but I tm all right tomorrow. 

All right. 

Bow about 10:15? 

Ah - well now I tll tell you. 

~nat 's your trouble. 

The - I 1ve got to go to Nelf York tomorrow and I 1 m -
but I think 10:15 would be all right. 

Well I mean what time do you go to Uew York? 

I 1m going in the afternoon . 

.. 

Vlell I mean anytime between - i s 11 o 1 clock better? 

\'/ell now the only thine on that is that I tm su;>posed 
t o be over at the White Rouse a few aU.nutes tomorrow 
morning . 

Well why don ' t we m~ke it 10:~5 and if you have to 
go to the llhite Rouse give me a ring and we ' ll 
adjust it. 

That's grand. 

How's that? 

That ' s first rate. 

If I don't hear from you I 111 look for you at 10:15; 
if you get a Vfuite House appointment of course go . 

All right, I want to talk to you a few minutes about 
this Wagner thing and two or three other things 
connected with it . 

o.K., John, Itll be glad to see you. 
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But I think we've got to make some headway on it. 

O.K. 

All right, 10:15 if you don ' t hear from me by 
9 : 30 or so . 

All right, John. 

Thank you. 

18 
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H. llerle 
Cochran: 

H.ll.Jr: 

C: 

H.I(.Jr: 

C· • 
H.K. Jr: 
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H. ll.Jr: 
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H.ll.Jr: 
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H.K.Jr: 
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H.ll.Jr: 

C: 

H.ll.Jr: 

C: 

B.ll.Jr: 

C: 

H.ll.Jr: 

C: 

Hello. 

Hel.lo Cochran. 

Hello llr. llorgenthau. 

Good morning. 

How are you? 

March 9, 1937. 
11:02 a ••• 

Oh I'm a little weary after yesterday. 

Guess you bad a strenuous time. 

Te.rr1tic. 

Yes - yes. 

And I just - ah - bow do we stand today; are they 
talld.ng to you? 

Ko - I haven't had a word from them today. 

lfor I either. 

Jlo, I th1nlc llr. - Senator Rob1naon•s statement 
sort ot quieted things tor a l.1ttle while. 

Well I th1nlt so because Bonnet caae 1n at 2:.30 
our time and gave 111e a note which !' 11 mail you 
a copy ot. 

Yes. 

Which is just unbelievable. 

Yes, is that so? 

Oh, just unbel.1evable - I 111 uU it to you. 

All right. 

Ah - 1n tha t1rst place he started - they started 
to argue with 111e as to our interpretation ot tbe 
Jol:maon .lot. 

Oh good M&YeDII. 
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And then on top ot that ha told 11e that 1t the 
loan t ailed I'd personally be reaponaible. 

or all tha nerve. 

Yea. 

Bo - DO - I gave you a little hint on b1m you 
know when I was there . 

Yes . 

Ita just been too sharp all a r ound you this time. 

Yea - yes - and they told our British friends that 
whather they liked it or not thay were goi ng ahead 
with the loan. 

Is that so? Is - is there any chance ot t~ 
British changing? 

What•s that? 

There•s no chance or the British weakening on 
that decision? 

Oh no. 

Bo. 

Bo, they were .uch •• ••• 

Fraa ray colleagues you know. 

Bo - no. 

But I didn 1 t think there was aey chance . 

Pardon ae? 

I say I••• got the copy or the telegra.a tr011 
Butterworth, you see? 

Yea . 11o - no. 

-.. 

And trOJD this statalll8nt and t r 0111 ray contact do-
at Basal there waa lliV' chenoa at all ot thea cbaDI1ni· 

Oh no . - they've gone. •••n further. The7'•• told 
tMII that - the French told tbl Britub t~4 were 
101ni ablad no utter what tbl BritiSh aai • 
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Yea. 

And tbe British came back aDd told thea if tbe7 
did well they wouldn't permit it to be lilted or 
dealt in 1n England. 

Yes - yea. 

Bo - the British are very auch upset about it 
as we were. 

Well, they continue here in calling it an option 
loan and so on, you see? 

Yes. 

And t he Bew York-Paris Herald carries your state­
ment very correctlY, you see? 

Yes . 

I mean the reports. But most or the French papers 
just give a little attention to that. 

Ah-ha. Well they - well I can understand that. 

Yes . They give wide attention to a statement of 
General Johnson, you see? 

Yes. 

And to two or three Mew York papers which think 
that American capital might find this interesting, 
you see? 

I didn't even know that General Johnson made a 
statement . 

Yea (laughs) he ' s given out one. 

Well ••••• 

Sayinc that we haven't coae to their help, aDd so 
on. And then there ' 1 one thins that 1 a played up 
quite a bit 1n the paper they call -

Yea. 

- which 1a their paper. The question that the 
Allbaaaador will aive a - u - a7B9DD8tDo1•y!i~ow? a radio speech tll1a _..nina at 145· 
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Yea I hear )'OU. 

Is giving a radio speech at 7 :4S appealing to 
French capital 1n the United States to co bolla, 
and said that out ot courtaay and diplo.&c)' be 
will have t o .ake the apaach 1n Engli sh. 

Have to do what? 

22 

Translate tor the alllions ot hearers throughout 
t he country to learn the attractive terms or 
this loan which i s specitied in dollars , sterling, 
and trancs . 

Bonnet ' s making such a speech? 

That Bonnet is to give this speech tonight, )'OU 

see . 

In l!lnglish? 

Yea . 

7:45· 

That's what the paper here says . 

What ' s that? 

That Bonnet will broadcast tonight at 7:4S· 

Well now wait a minute - just a mlnilte - let ' a 
see - 7 : 4~? 

Yes. 

Just a second - I'm looking tor the radio newa - ah -
I thlnlt there IIIUBt be some mistake. 

This - this i s the onl)' place I've seen it but it's 
1n this paper which is one ot the good paper s . 

Ah - they say it's DOt listed tonicht . 

Is that so? 

I'll check it t houch. 
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I'll check it. I'll - I'll check it with the 
radio companies. Ah - what else do you know. 

Oh, listen - hello. 

Yes. 

~3 

It - it says that on the day - I thought it said -
no it says the day that this is voted he 

will do that . 

Oh I see . Well, Herbert Peis is here and it he -
don' t know what he 1s going to do but it' s up to 
him anyway. 

Yes . 

I 1118&n he's looking very stern and I can' t tell 
what he 1 s going to do. 

Yes. 

He says he ' ll tell llr . HUll. 

Yes, but it was just one page - I' ll read mor e ot 
it ••• 

Ab-ba. 

••• it looks as it it will be on the day that 
the loan i s launc~. 

I see. 
' And their average vote is her e. As it is now 

its being debated 1n the Chslllber this a1'ternoon. 

I see. 

Subject to tax with a number - with a good aajority. 

Yes . 

But, there are a Xlllllber ot speaker s - i t aay get to 
the Senate tonight, but there's not web chance ot 
it being passed before t~rrow. 

Ab-ba. 
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So they couldn't laUDCh the loan until the next day . 

All right . 

And they - they bad a fairly good day yesterday 
getting sterling. 

Yes . 
The - the operations of the tund amounted to four 
hundred and thirty million rrancs. 

Ab-ba. 
That was aostly sterli.nl! and today they' re getting 
quite a bit. 

Well there ' s only one good tba t bas coae out or 
this whole thing. 

What ' S that? 

It's brought the English and ourselves closer 
together than we •ve ever been. 

I think so. 

Yes . 
When I was down in the country over the week-end -
I never saw thea wanting to be so cordia1 and 
stand side to side. 

Pardon me? 
I say they were aore cordia1· to ae than they'd ever 
been. 
Yes. Of course I think what you told us about 
Leith Ross is very amusing . 

About what? 

About Frederick Leith Ross. 

Oh yes (laughs) yes . 
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Oh there ' s a feud on I think now. 

It shows that we're not the only gover-ent that 
sometimes haven' t a united rront . 

(Laughs) Oh they aren' t as just - as you know. 

Yes . Anything else? 

llo - I just wired you this noon ••••• 

Yes . 

•• ••• the text ot that law 
introduced it. 

as they 

All right , now Just a minute- Herbert Feis wants •••• 

(Pause) 

Ab- Herbert Feis says please to tell )(r , Wilson ••• •• 

Yes. 

••• • • • to continue tull political reporting. 

To do what? 

To continUe tull polit ical reporting. 

Continue tull political reporting. 

Yes. 

I ' ll tell him right away. 

That Herbert Feis said that Wilson should contiuue 
tull political repo.rting. 

Tell Wilson to continue tull political reporting. 

Yes, now just a a1.JIIlte. 

I'll see b1a in a tew aiDUtea. 

(Aside to Feia: wAnrthing else?• ) 

That'• all, tbank you. 

All ri&ht, air. Goodbre. 

Ooodbre. 

Regraded Uclassified



.. 

I:WJr: 
Trees . 
Oper11tor: 

HIIJr: 

B: 

lll.IJ r : 

8 : 

I:WJr: 

B: 

HUJr: 

B: 

liL!Jr : 

B: 

Hi.!Jr: 

8 : 

HIJJr : 

B: 

H.\IJr : 

8 : 

H.IIJr : 

B: 
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Hello 

JJoctor Burgess 

Hello -

rlello, sir . 

~/ell , how is our bond market? 

Tuesday 
!.larch 9, 1937 
11:28 a. m. 

(Laughs) Our bond market is doing better. 

Is doing better? 

That is , it seems to be holOing at these levels . 

Good -

As I thought perhaps i t might . 

Good 

l'le haven ' t - we haven ' t any more to speak of 

Yes 

~ometning under two million. 

1Vell, t ha t 1 s gooa . 

And it 
good . 
point . 

Yes 

seems to be holding so that it looks pretty 
I think - perhaps we 1 ve passed tbe critical 

I 1m crossing my fingers and ~nocking wood . 

Pardon me'i' 

I •m crossing fingers aod knocking wood, but I think 
we may have. 

I see - but you f eel a l1 ttle better about it? 

B: Yes 

lll!Jr : Yes 

, 
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B: 

H:.!Jr : 

B: 

f!;.{J r: 

B: 

HJJr : 

B: 

IL.!Jr: 

B: 

Hl.lJr : 

B: 

HUJr : 

B: 

H!.!Jr: 

B: 

H!.IJr : 

B: 

HMJr: 

B: 

HUJr: 

B: 

-2-

Yes , H seems to be holding pretty well . 

Wha t are the big oanks advising their corr espon­
dents? [Jo you know what they are tel ling them to 
do on this conversi on? 

No, I don ' t . 

Supposing you make a ll ttle check 

I thiDA tne price is an i ndicati on of it pretty 
~uch . 1 111 call up a couple of them, though. 

Yes Nell , confidentially I mean - I don't 

Yes 

l •m going home and take a little rest ; I don't 
feel v ery well . Ami I 1 11 get in touch ·111 th 
later on 

All right . 

I n a couple of hOUt'S . 

Yes 

But .7ayne Taylor is here ana he ' ll sort of watch 
the tning 11 &11J'th1ng goes !fl'ong. 

Yes 

27 

But I would li~e to ~ow if you' d do a little phoning 
around, you see? 

Yes , yes 

I •ll leave i t t o you. I mean, do it - you know 

Yes, yes All right, I'll nose around a little . 

Nose around a l ittle . 

Yes 

Any gossip on our French business or 

No, 1 haven ' t heard much about that. 

? 
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HA!Jr: 

B: 

Hl.!Jr: 

B: 

-3-

Good - all rigbt. 

I ' ve been pretty close to this market . 

Thank yo u . 

Good . 

21 
") I 
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George 
Harrison: 

H. lol. Jr: 

H: 

H.K.Jr: 

H: 

H.II.Jr: 

H: 

H.lol .Jr: 

H: 

H.M. Jr: 

H: 

H. II.Jr: 

H: 

H.ll.Jr: 

H: 

H.ll.Jr: 

H: 

H.M.Jr: 

H: 

• 

Hello, &.Dey 

Hello, George -

!Uesdll)" 
March 9, 19.37 
11.,14.3 a. m. 

Russel Lett1Dgwell has just me . 

Yes. 

29 

And, while there is nothing or importance because 
it' s all settled, I thought you might be i .nterested 
to know - and I keep you informed - it appears 
that yesterday etternoon -

Yes . 

- they got a telegram from Morgan and Company in 
Paris -

Well, it used to be Morgan Barges, it 1 s no 
longer that; it ' s Morgan and Company. 

Oh -

And - in which they are not even partners any 
110re, they just have stock ownership I think. 

I see. 

~ - just asking whether it and when a French 
loan were issued -

Yes. 

And it they were a.sked - Morgan and Coapaey -

Yes. 

Would the7 be ,-011 ng to act as paying agent 
hare in •e• York. 

Yes. 

And they yesterday afternoon sent a cable to tbea, 
before thay had heard ot your - or saw your testi­
IIOIIIr or mew that you were eTen at Congreu -
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H.li.Jr: 

R: 

H.U.Jr: 

H: 

H. l.I.Jr: 

H: 

H.M. Jr : 

1!: 

H.W.Jr: 

H· 

R.K.Jr: 

R: 

H.W.Jr : 

H; 

- 2 - 30 

Yes. 

- in whlch they said that while they saw no legal 
reason why, it France gave them dollars, they 
shouldn't pay dollar obli gations for them lust 
as they do for other thlngs tor them currently; -

Yes . 

- nevertheless, they thought that there was so much 
said about the Johnson Act and it was so important 
that the French should not do anything at all by 
indirection or direction which would appear to be 
a violation of the Johnson; that they hoped they 
would not ask them the question. 

I see . 

And - that was the cable they sent. And then I 
asked Leffingwell this morning whether the cable -
he thought the cable came from the - uninspired 
from their partners or whether it came as a result 
of some inquiry from the French . And Kr . Lamont 
thls morning while I was talking to Leffingwell 
called up Paris and found out it was their own 
little bri ght idea, having seen that they - the 
French might ask for a paying agent i .n New York 
and London. 

It was their own idea? 

It was their own idea only and they assured and 
promised Kr. Lallont that the French had not asked 
the question, had not suggested it and bad done 
nothing about it . 

I see . 

So I wanted to give you that background in case 
you heard anything else . 

Thank you. 

So it • s all settled so tar as they are concerDAid. 
And the inquiry which came, came just in view ot 
press dispatches that they s aw in Paris and not 
inspired by the French. 

All right, well, thank you very .uch, George. 

All right. 
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uarch g, 1937 

HM,Jr. called Secretary Hull at 5:30 and said, 
"I went up on the Hill and eaw Senator Robinson. They 
t ook t he etuff that I gave them. It was the question 
whi ch I had been asked and ~ answer that they gave out 
t o t he press. Senator Robineon gave it out personally. 
And t hen I had ~ regular preae conference and refused 
to make any comments on it. If the French say anything 
I ca n say , 1Atter all, if t he Senators want to say any­
thing I can't stop them•. • 

H»,J r. also told ur. Hull about his i nterview 
with Bonnet at 2 : 30 . 

31 
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DEPARTMENT OF STATE 
WASHINGTON 

March 9, 1937 

Vy dear vr. Secret~: 
Upon receiving Kr. reis' report regard1Dg the 

prospective radio address of Ambassador Bonnet , the 

Department discussed t he matter with Kr. Henry , 

Counselor of the rrenoh Embassy . 

I am encloBiDg a copy of a memorandum of the 

conversation for your information. 

Enclosure: 
vemorandum of 

conversation, 
l!aroh 9, 1937. 

The Honorable 

Sincerely yours , 

Henry lLorgentbau, J r. , 

Secretary of .!tile Treasury. 
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lfar oh 9, 19;,7 

I(EJ.IOJWfDUU FOR TKE ll~CRftARX : 

Arter dlBOUIIlng Ylth JOU the reportl wh10h Dr, 

r.11 told u• the Treacury hat r eoe1Yed t o t he etteot 

• • • ,. 

t hat 1neral Perh newepapere ~ etaUng that Aabauador 

Bonnet 11 to ake an addre11 on t'ba r adi o t1-o11 here on 

t he n1gttt the new Prenoh loan 11 t o be 1uued, appealln« 

t or t he repatriation of tunds l nYe1 ted here 1n order that 

the:r .., be apnl1ed t o the puroha ee ot t he new Prenob 

loan, I oalled up lfr. Henry, Couneelor ot t he Prenoh 

E!l'bulf, t o tell b1a t hat we had heard ot theae art1olee 

tn the rrenob pre•• and t hat we d1d not belleYe the:r were 

ool"''eot, but • rel:r wllhed to point out that there were 

people 1n thh oountr:r who l'l l atht be Yll'1 readf etronglr 

to or1ttohe an:r appeal -dl b7 the Allbaeeador flooa 

here ln oonftlotlOil w1 th tunde to be l nYIIted ln the 

P'renoh loan, or, ln taot, an:rth1n« that algbt be 1n an:r 

.._,. -•trued '117 tboee 1lbo would Wleh to 11118"1fJ UQ'thl!W 

be eald wttb reterenoe to dollar lnYeet.ente ln the loan. 

llr. JlenPJ etatecl thet tbeae artlol" were entlrelr 

el'I'Oft-.e, Be e;~~pla1ae4 tbat upon bll U'1'1Yal 1n ••• 

Yortl, Mr. llol\n.t .. , ub4 l17 the •atlOilal 11'oa4oaetl118 

~ 

.~ 

J 
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Collp&.l\7 to ll&ke a ra41o a44H•• and ~t he bad at Oat 

time deollned to do eo until aftep he bad p~a.nted bla 

lnte,.. ot Ol'ed.noe; tbat a te• 4&1• 88'0 tb4t •auoaal 

Broedeutlng Coap&l'\1 hed realnded the Mlbueadol' ot their 

ottel' and had placed ~ at ble d1wooaal on tbe nl«bt ot 

next Thul'lldaT, IU.I'Oh ll; t hat the Allbauadol' bad aee.pte« 

and propoeed t o make a apeeob 1n Englleb alo~ the l1nea 

ot tboae wtl1ob bad been ...Se b7 Allbaue4or. he~ proeYlouelJ 

l'lent1on1~ that • 4• bJ Mr. Bo81o and otbe.... Wr. Beftl'7 

etated ~t the .bbaauu1or n e to apeak on the l'l"enoh 

111tuat1on and tbat 1t he d1d mention the que11t1on or ,.._ 

patl'let1on ot l'l"enob 1nY81\8enh ti'O• the 1Jft1 ted 5tataa, 

1 t woald be olearb 1n 11ae •1 th the deell'ee ot the 

'l'l'eUll1'7 a t •XJ>~••ed o••" a par1od or reoent •onthe to 

reduoe tba .-t or tor-e18ft lnYeat .. nte 1n t h h oountl')' . 

I eald that euoh • o11ld ban been uadou'btedlT the oaae 1t 

lt bed 'been dona pNY1oaa to the altuaUon • h1oh bee &P1-

Y1th1n t h e l aet tP dATe tr1th Ng&P4 to tbe .. ner ot 

dollar- lnYeet.enta ln tba ,..._Gb loan, 'but tbat at thie 

pai'Uoular- t1• lt •t«bt 'be oona1a"Ued, or oOUJOee, b7 tboee 

Yho •hhed to -.gn1t'7 ~ aald ln tbat -neotloa, 

•• ha•1n« •- ,..latlon to the obtalnln« ot dollar lnYeet­

~u tor ~ ,..._ob lou. Ill' . 11...-, tM8 ea14 tbat 'be 

tbongbt qt~lta oet"Uial7 that tbe .... ..._ _,_ ..... 

110 
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no :ret'erenoe to tbe queaUon or dollar 1ft•eetMnb la 

t he ,..nab loan; that 1t woal.d be an adllreee &1011« Ule 

~m-al l1ne1 o t' the f'loeftoh dtuaUon and tbat he felt 

t ba t the A."1ba .. a dor ctlf!bt "an want to eend ue a 00171 

o t' h ll p ropoHd a c1dreea 1n ordero to ,..u·e oarotaln that 

1t d1c1 not 1n &nJ •&7 roa11e anr oontroYerelal queatlone . 

I g Athered t he 11rPNU1on tbat h. !em7 dld not 

aee• at all pleaaad that we ~thould ••an brln« up the 

que1t1on w1 t h hl• , but I elr0la1ned ttla t 'llltltle " oar'­

ul•ee bad t'el t that the .. ••pol!'te were entirely 1noorroeot, 

we t el t " \at we llhoulc1 s entlon t he pou1b111 t7 or tOM 

m1eunderltand1ng ar1a1ng troe any reference 1n the A.­

baeoador' • &ddreaa whlob • lgbt be or1t1o1eed and t bua 

.Ue &nJ 110re 41rt1oul t the wol'k ot both the !llbauy and 

o t' t he De-part.ent b7 pel'!l.l tUng •lloonetMJoUon to be 

placed on an)'thlng be eald wb1ob •l«ht toaoh t h 11 p&l'­

t1eula r a1tuat1on wb1oh hal &ro1een 1n oonneotlon wltb 

the Fl!'enoh loan . 

wr .ICD.GA• 
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P.uw>HRABJ: (PJ.RTIAL ) OJ T!LIQR.Al! REOI IVED 

J'ROlt: Allleri oan !albae.,. • Par i e , Frmoe 

DATI: Karch 9, 1937, 6 p . m. 

IO.: 331 

FROlt OOOHRJ.N 

3i 

Franc spot and for ward strengthened on Parie market 

today and French contr ol ie repor ted to have obtained con­

siderable amount of s terling at a r ound 106. 92 and 93. 

Yest erday the turnover of the cont r ol in French france 
was 430,000,000, and sterling was acquired with aost of 

t hat. As yet there has been no movement started to turn 

in doaestic gold i n signifi cant- aaOWlts under the new 

regulations at t he Bank of France . French rentes were up 

on an average of one f r anc w1 t h a heavy turnover and in 

spite of important salee by the Oaieee de Depote. 

French share market wa e strong. 

The Chaaber iB debating this afternoon the bill amend­

ing the monetary law of October 1, 1936 with the Yiew t o 
permi tt1ng the carrying out of t he pr ogram envisaged by 

the Government• e oOIIUIIunique of l a et Friday and particularly 
t he flota tion of a national defenee loan with exchaQ&e 
~antee a nd option. The laet word I have ie 
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LMS 2-l·o . 331, Mar!Jh' 9 , 6 P• m., from Paris , 

is that several speakers have been heard and that t he 

Government has shown an i nclination to meet to a sur-

prisi:Jg degree the demands of t he Rl g.ht wing for assur­

ances as to the use of the funds to be borrowed and ae 

to the futur e general polici es of the Government . It 

is considered likely that the btl~ may not be voted 

unti l late this evening and tbat the Senate will not re­

ceive i t therefore in time to vote it before tomorrow, 

Wed.nesday. (F.ND S!!WriON 0!-"E ) 

WILSON 

HPD 

\ 

~· 
.. 

• • . . . ,......; ... , ,~ ,_. .. _ ....... 
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P.lRTIJ.L P.lR.lPBRAU OF TELIGIW.! RECEIVED 

J'ROll: uerican lll'be.aay, Paris, France 

DATE: Karch 9 , 19 37, 6 p .m. 

NO.: 331 

SIOTIOBS TWO, THREI, AND FOUR. 

J'ROl! OOOfl!UN. 

38 

In my Karch 8 telegram Io. 321, I gave the rather 

pessimistic views of the central bankers at Basel regard-
~ 

1ng the outlook for French f inancial recovery under the 

new program of the Gover1111ent . The Bank of Japan director on 

t he BIB board, Yanagita, called on me today on his way t o 

London from s a eel. Yanagita told me that yesterday sentiment 

at Basel continued to be skep:JPal as to the French situation. 

Central bankers unanimous ly hope that the French program 

will be successful, but they reserve their judgment until 

it can be seen to what extent political assurances ~be Gov­

ernment will give regarding its future social and economic 

program, and how capital will be t reated. 

The French preee baa begun a aoet active campaign in 

f avor of the loan . Senator Robinson' s statement regarding 

the refusing to France of permission to name a paying agent 

in the United States was repcr t ed tully in the lTD YORI 

HERALD of Paris but ha s not been copied extensively in the 

strictly French papers. The latter have given ooneiderable 

apace to reproducing extraote froa •ew York papere which 

gave the iapreeeicn that the nstciJ\g terae &llpected in tile 

rrcoll 
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French loan and particularly the option of exchange might 

attract important quantities of Aaerican capital . The 
opinion of General Johnson in the preaises was ouoted 

in the AGIWOI ZOOJOKiqUB. 

The mos t surprising press a rticle was one appearing 

in the PARIS-MIDI today which reported that Ambassador 

Bonnet would at 7:•5 p.m . on the day on which the French 

loan is floated deliver a radio address. The article said 

that out of courtesy and diploeacy the Ambaseador would 

speak in English and for the same reasons the address would 

be directed primarily to French oapi tal. To such funds 
he will explain that it is to their interest a e well as 

their duty to subscribe to the French defense loan. The 
article added incidentally that the speech which Bonnet wou» 
make would be listened to by millions of American auditors 

and that they would thus hear of a French loan epeoif i ed in 

three currenoiee of which the dollar is one to bear interest 

at a rate higher than that obtained on the American market. 

The author of thie article said that Secretary Korgenthau 1e 

reply to Bonnet was quite coapr eheneible considering the 
J ohnson law. The point wae •de, however , t ba t without 

contravening this law .laerioan bank• and ci Usene abroad. 

could still subscribe t o the loan. The coocluding sentence 

was that •the Fren11h loan will be subscribed to ..,en by 

Americana. • 

The rinanoial Counsellor of Great Britain in P&rie, 

Rowe nltton, tel~honed •e thie eYeniAg at five o'clock 
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to see whether I bad read t he article &boTe-mentioned which 

he said considerably astonished him. For t he correct 

American version I referred him to the article in the 

PARIS HERALD. 

Increasing optimism was shown toward the prospects for 

the French loan by the bankers and other market people 

with whom I have spoken today. Yesterday skepticism was 

shown by some who are now t hor oughly convinced that the loan 

will be a success if the reports emanating f r om poli tical 

c ircles that the OaYernment 1e already giving long-awaited 

assurances against future aggressl. on upon capital are 

true. It is difficult to believe that the stories that 

b ig subscriptions from the United States have already been 

received are true, for several reasons , not the least of 

which is that t he t erms of the loan have not yet been pub­

lis hed. I was told this evening by the head of the Guaranty 
Trust here that not a single inquiry from the United States 

or from any American abroad had come to him regarding 

subscribing to the new French loan. 

Some speculation is arising from the improved outlook 

for the loan ae to whether London may not soon suffer from a 

heavy leas of capital t o France - a lees of other flight 

capi tal t hat has taken refuge there in addition t o J'renoh 

funde . 

As yet it ia still too early to get a clear picture 

of the situation. A great deal depend& upon the 
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•enh i n t he pa.rl ta.eatuy debate an4 part1cul&%lr upoa 

etatemente of the i ntent1011e of the OoYernaeat. 

J:ND USSAGJ:. 

:U: LWW 
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I telephoned the President and asked him if ho had 
lny c:mmen•s to ~E<ke on my statements about the French. 
'!t' said , None . I told him that 11e had a ver y sloppy 
bond JJ1rltet yesterday and, much to my surprise, he said, 
'' '.'lt>ll, I guest 1t ' a good tht~t y':lu priced the bonds goncr­
~uel;; ". 

I oeid, ''I &e loo!ting torl"c rd t o listening to your 
&~etch." ~e Gai d , •well, it' s a very quiet one and you 
••n ~it by the f~re&ide ~nd e~t carthm&llows.• I sai d, 

42 

•:.:r. ?rec~:!ent, I hate oat·ahllll\llows. • ?.e Eai d, "All r1t;ht, 
t'•:. ... hee tn'.lt s . • So I said, 0\7!11 I see you before you 
1 "ve?" ?.e &!>1d, "Yec , r e rre rolng to lu>v e Cabinet 

•. :.1n~ 11edncsfu!y afternoon. I ar. n':lt leaving until 
Thured11y." 

I thtm told h im hov• I had La Guardia COLle to ey 
.>f1'1cc and he held a mcetiP•.: 1n my office . He l oved tt ! 
,t..nd he oatd, "I lUll sending my eon Jilllllie over to t he 
Stnte DP)"rttlent tod.ey t o find out what the St ate Depl'rt­
lPI\t it dotng to proteet ag~<inct some of the terrible 

thl.nge the t the !lazie arc JO:' :.. n•· r.hout :)ur i)COplo . " So 
: E •• ~' , '':l1d;:)u see what they said about Governor Lehht>n 
~nd Jurlse Lehi:lan? 11 And! or:.c!. , "After al l , 1:!' they et-
:. c~ ;>e-:>;1:: llt.:e thnt!" He ea1d , "I d1rin 't s ee that , but 
! 1·• <>CO what they did u&:,' o.b~ut th~6 sroup .::f Jewish 
r ~ :.,!1 v-)lo .,et t.he other n11!}lt ln protest . . :le said, 
"'!'.cey CPlled t hea a lot of st.rest-r.n:L~ers and I &~ go1ns 
t~ eek Jimoie to find out ~het the St3te DeoartOPnt 1~ 

n_ •b-:>~t it.• · 
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Secretary or State 

l"la ohlng ton 

329 , March 9 , 1 p . m. 

GRAY 

Parle 

Dated March 9 , 1937 

Rec'd 11:05 a .m. 

FOR TREASURt' Fa?l.t COCER»'. 

• 

The follow ing is a translation of the text of the 

law ~1hich the Government ha~ just l a id before the Chamber 

of Deput i es . 

43 

Article one . Within the limit of authorizat ions 

e,ivon by the ':l' inance La·,, of December 3J. , 1936, the 

Ui~ls~ er of F!nance ls autr.ori zed ~o i ssue a loan pro­

vidi ng as concerns capital am in .-.~rost e:xcbA;-. .,~ ~··arai:.ter: 

and op tion • 

.t.rticle two , The provisions of articles eight , ten, 

eleve:: , and t welv e o·f t he ·~onetal'Y Law of October 1 , 1936 

sre abrogated . 

Article three. The il".lster of Finance is authorized 

to ,,ay to holders of r eceipts dell vered by thedm k of 

France at the tlme of surrender of gold or foreign curren­

cies made in application of Article ten of the !.lonetnry 

Law of CJctober 1, 1936 and of Article fifty five of the 

Fir.a :1ee Law or December 31, 1936, the difference on the 

market betl'feen the value of the sold r esulting t'rO'!I the 

application 
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u - 2- #329, Mar , 9 , 1 p .m. from Paris 

applicat ion of the average rate practiced by t he Bank 

of France over the period March 8, 9, and 10 and on t he 

othe r Mnd the amou.nt of t he payment made to them in 

r et urn for the gol d surrendered increased i f necessary 

by the value of the negot i able certi f i cates whi ch were 

delivered to them at the time or the issue of t he three 

-

and on e half per cent national defense loan . The value of 

the said certificates will be equal to the average Bourse 

quotation from December 22 , 193 6 , to J anuary 28, 1937 . 

: o twithstanding the provisions of Article two abovo 

per sons who, having sur rendered to the Bani< of Franee a t 

the market price the gold which they had declared to 

the adn!, is t rllti on of direct taxe:., have cb ta1ned the 

deli very of t·.egot iable cert1f tea : ... s remain 1 ~nble to a 

levy equal to the value of the sa ; ~ certifi cn~c o leter ­

o in ed as prov id~d a bove . 

WILSON 

;) J • 

•, I 
' I I • • ' ·1 ' • • 
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PARIS,••VINCENT AURIOL, MINISTER OF FINANCE, PRESENTED THE 'QVERN· 

MENT ' S BILL AUTHORl2IN' AN ESTIMATED BILLION DOLLAR DEFENSE LOAN TO 

~RLIAMENT TODAY, HE UR,ED SPEEDY ENACTMENT. 

PARLIAMENTARY PLANS INDICATED THAT THE BILL WOULD BE RUSHED THROU'I 

IN TIM£ FOR A FIRST OFFERIN' TO BE HADE THURSDAY MORNING. AN ATTEMPT 

TO AMEND IT SO MONEY RA ISED C9ULD NOT BE SPENT FOR ANYTH ING BUT 

NATIONAL DEFENSE WAS REFUSED BY THE GOVE.RNMENT, 

THE TREASURY AND THE BANK OF FRANCE REFUSED TO ACCEPT OFFERS FOR 

THE NATIONAL DEFENSE BONDS, PENDING PARLIAMENTARY APPROVAL, 

.l/9·-R9 UA 

ADD DEfENSE LOAN, PARIS 

THE CHAMBER .OF DEPUTIES FINANCE COMMITTEE APPROVED THE LOAN BILL, 

WITH THREE AHINDMENTS AS FOLLOWS: 

1. THE LOAN WILL BE RESERVED EXCLUSIVELY FOR NATIONAL DEFENSE, 

2, ANY CURRENCY CONTROL MEASURES HEREAFTER WI LL NEED PARLIAMENTARY 

APPROVAL, 

3, ONLY BANKS AND NOT INDIVIDUALS WILL BE ABLE TO PURCHASE GOLD, 

BLUM ASSURED THE COMMITTEE THAT HI WOULD NOT PROPOS£ ANY NEW 

BILLS NATIONALIZING INDUSTRY. 

3/9--R933A 
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·. 

PA~l$-·A ROW AMONG WOMEN IN THE GALLERIES, IN WHICH MME. LEON BL~ 

~RTICIPATED, CAUSED AN UPROAR TODAY IN THE CHAMBER OF DEPUTIES, 

OCBATE WAS SUSPENDED, 

THE DISPUTE IN THE GALLERIES OCCURRED AS PREMIER BLUM WAS CO~CLU· 

DING HIS SPEECH SUPPORTIN~ THE BILLION DOLLAR DEFENSE LOAN, 

HRS, BLUM ENTERED THE ARGUMENT WITH OTHERS, INCLUDING THE.WIFE OF 

FORMER PREMIER FERAND BOUISSON , THEIR DISCUSSION OF THE BLUM POLl-. 
CIES WA S SO NOISY THAT THE CHAMBER SESSION WAS SUSPENDED, 

PREMIER BLUM WENT UP TO THE GALLERY PERSONALLY TO LEARN THE NATURE 

or THE WOMEN ' S DIFFERENCES, HE SPOKE TO THEM BR IEFLY, 

IN HIS ADDRESS TO THE CHAMBER, THE PREMIER SAID HI REFUSED TO ENTER 

ANY POLIT ICAL CONTROVERSY CONCERNING THE DEFENSE LOAN, AND ASKED THE 
, 

AN ·EARLY VOTE ON THE MEASURE. IT WAS PRESENTED TO PARLI A· 

BY FINANCE MINI STER VINCENT AURIOL. 

3/9·· CS132P 

ADD CHAMBER, PAKiS 

THE NOISY DISTURBA~C[ AMONG THE WOKEN BECAN WHEN THE WIFE OF A 

RIGHTIST DEPUTY, M, BIETRIX, BEGAN TO LAUGH WHEN PREMIER BL~ STOPPED 

SPEAKING, MME, BLUM WAS SITTING DIRECTLY IN FRONT OF MME. BIETRIX 

THE FIRST Rou OF THE GALLERY,· SHE TURNED 
WITH MME, JULIEN CAIN, IN w 

AN D SAID: 

• SHUT UP I YOU COULDN'T DO AS WELL AS HI,• 

THEY EXCHANGED INSULTS IN VOICES CARRY ING THROUGH THI CHAMBER, 

3/~· CSl~~p 
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PAk l S.--A FIRST I NSTALMENT Of , , 0001 000 1 000 FRANCS ($228, ,00, 000: 

or TRf. NATIONAL DEFENSE LOAN WILL BE ISSUED TOMORROW AT ~8, BEARING 

~- 1 /2 PER CENT INTEREST AND REPAYABLE IN.60 VI ARS , IT WAS 

ANNOUNCED TODAY, THE LIST WJLL B£ CLOSED MARCH 25 • 

.}/ 10--H852A 

PAR IS--FRANCE 'S BILLION DOLLAR DEFENSE LOAN BILL GOES TO TH£ 
; 

~NATE TODAY WHEHI IT IS EXPECTED TO BE. ENACTED INTO LAW BY TONIGHT, 

IN TIM£ FOR A FIRST PUBLIC Offt~INC TO BE ~AD£ TOMORROW MORNING. 

THE CHAMBER Of DEPUTIES APPriOV£D TH£ COUNTRY'S GREATEST PEACE-TIME 

LOAN LAST NIGHT . 

3/ 10--TPlOA 

. rc.: l " , 1 .... ~? 
(::.: f : 50 0 . - . ) 
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SECKETAHY MORGENTHAU SAID TODAY THERE IS N 0 INDICATION or ANY 

MOVEMENT LF AMERICAN FUNDS ABROAD FOR THE PURPOSE OF PARTICI PATION 
• • 

IN THE FRENCH DEFENSE LOAN PROGRAM, 
' •THERE WERE NO IRREGULAR MOVEMENTS or FUNDS IN OR OUT or THE 

COUNTRY THIS WEEK, • MORGENTHAU SAID, 

INTEREST IN THE MATTER HAD BEEN INCREASED AS A RESULT OF THE 

TkEASURY DEPARTMENT'S REFUSAL TO SANCTION A PLAN APPARENTLY DESI GNED T< 

CIKCUMVENT THE ~OHNSON ACT, WHICH FORBIDS AMERICAN LOANS TO 

COUNTHIES WHICH HAVE NOT PAID ~HEIR WAR DEBTS. UNDER THE PLAN, A NEW 

YOHK BA NK WOULD HAVE BEEN PERMITTED TO ACT AS FISCAL AGENT FOR PRIVATE 

AMEHI CAN CITIZENS WISHING TO PARTICIPATE IN THE FRENCH LOAN. 

• THE MATTER IS CLOSED SO FAR AS WE ARE CONCERNED,• MORGENTHAU SAID. 

J/11· -R1119A 
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LONDON--U. S. AMBASSADOR BINGHAM IS REPORTED RELIABLY TO HAVE • 

U<GED AGAIN ON THE fOREIGN OffiCE THAT RUBBER PRODUCING COUNTRIES 

SHOW •A GREATER CONSIDERATipN• fOR CONSUMING COUNTRIES. 
I 

THt AMBASSADOR ' S REPR ESENTATIONS, ·MADE DURING A CALL ON fOREIGN 

SECkETARY EDEN YESTERDAY, WERE REGAR~ED AS Of ESPECIAL SIGNifiCANCE IN 

VIEW Of THE fORTHCOMING MEETI NG Of THE INTERNATIONAL RUBBER COMMITTEE 

HEH£ NEXT TUESDAY, 

IT WAS BELIEVED THAT BINGHAM POINIT.D OUT THE DESIRABILITY Of 

fUHTHEH INCREASING THE QUOTA Of RUBBER WHICH PRODUCING STATES SHOULD 

HELEASE ON THE WORLD MARKET, 

BINGHAr AND EDEN EXCHANGED VIEWS ON fiNANClAL_DEVELOPMENTS IN 

F'HANCE, THE AMBASSADOR PARTICULARLY ELICITING GREAT BRITA IN' S 

OPINION ON THE fUTURE MONETARY COLLABORATION Of THE UNITED STATES 

AND BH ITAlN WITH f RANCE . 

J/12--CS159P 
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PAHIS .--Tk£ FIRST INSTALLMENT OF FHAN~E 'S D£F£HS£ LOAN VAS OVER­

SUBSCRIBED THR££ TIMES, ACCORDING TO ~ICIAL REPORTS TODAY WHICH SAil 

SUBSCRIPTIONS AMOUNTED TO 15 1 0001 0001 000 FRANCS C$68~ 1 500 1 000). 

J/ 12--~2 1 9P 

ADD FRENCH LOAN, PARIS 

THE FULL AMOUNT OF TH£ LOAN WAS SET AT 10,500 1 0001 000 FRANCS 

($481,9501 000). IT WAS DECIDED, HOWEVER , ONLY TO ISSU£ 5
1
000

1
000

1
000 

FRANCS AT THIS TIM£ 1 LEAVING THE BOOKS OPEN UNTIL MARCH 23. 

TWO REASONS W£R£ CITED FOR THE QUICK SUBSCRIPTIONS! THE HIGH 

INTEREST OF 4-1/2 PER CENT AND THE PATRIOTIC APPEAL FOR AID MAD£ BY 

THE PARTY IN POWER AND UPHELD ALMOST UNANIMOUSLY IN TH£ PARLIAMENT. 

~/12--R229P 

ADD FRENCH LOAN, PARIS 

AMERICAN, ENGLISH, SWISS AND .DUTCH NATIONALS WERE REPORTED TO HAVI 

SUBSCRIBED TO ~ , 000, 000,000 FRANCS 01 THE ISSU£. 

~/12--R252P 
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Y~ahingtcn 

:roll l!XLJ!.\Sll:, IIOII!IING lll:'ISP.u>m.S, 
!'?o,d«· . l&tu"ch 9. 1937. 
3 8 37. 

Preu Senico 
llr , 9-74 

Socrota.r;• of the Tronaur-J Morgontha.u announced la.st night 

th~t tho subscription bo,ks for tho curro~t cfforing cf 2-1/2 porcont 

Tronsur7 B~nds fe r 1949-53 v111 oloae a t tho close cf business 

'fodlaeadx·, lbrch 10, 1937. Thh oftori"l; is cpo:1 c.c.l;• tc tho hc1dora 

of Tress~- Metes cf Sorioa B-1937, naturL~g ~pril 15, 1937, 

Subscripticns p~~ed in tho anil bofcro 12 c'clc~k aidnight, 

lfodnead.n;·, llnrch 10, :rill be ccnaidorod ~• h:lvin,~ boon enter ed betcro 

tho close cf the subacripticn bccka. 

Aru\C'Uilcement of tho tllllcunt of subacripticna s.nd their d1v1a1on 

omcng tho several Foderol Roaorvo dis tricts uill bo rn.~de later. 

- ocOee-

• 
) 
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TO 

I' litO .. 

Subject: 

TREASURY D EPART MENT 

INTIEA OII'~CE COW .. UN ICATtON 

MDIOR.UIDUJI CE mE Ili.Y'S ACTIVITIES 
FCR KlRCH IIDITH 

Secretary Morgeathau 

Diapoaitlon of cues p&diDC before the 
Boar d of Tu J.pp• la 

llr, Oliplwlt, llr, Shatroth and I dloou.oeed. plana for the 
impro-nt c£ p r ocedure 1n the General Counael 'a off'ioe l ooll:lnr; 
to•rd the 1110re e tflolent diepoaltion of oaau pendlnr; before the 
Board, J.a you know, about four tt.ea aa .-z.:r aaaea are a ppeal ed 
by taxp..yera to U. Boerd eaoh year u the Board oan hear, Con.. 
aequently, the General Counae l ' • of'f'ioe 1a under an-ere preuure 
to eettle about thl"e .. fourtba of the caae a a ppealed and it 1e 
importa:lt that the •ohlnery be adequate to prot.ct the G0T81'11Mnt • a 
lntereeta and &lao to lneure tb&t the aettlerMilta wlll be •d• aa 
expedit ioualy ao poaaible. 

Follcwlnr; the linea or a atta!y b;r llr, Oliphant, a eilllpllfi oa­
tion of procedure u to oaa .. iln'olTiDC leae than $6,000, •• ar;reed 
upon. i1io turther a r;reed that Jtr. Shatroth ahould take atepo to 
ceuee the t r ial a ttorneye to prepare an ar;rMd atatement of f aota 
1n each oaae looldDC to~d a etipuletlon and oettlement with the 
taxpayer: and, oaoondl;r, that the trial attorney• abould be ordered 
to .alee a apeoltlo denial rather than a r;-ral denial ot the f&oto 
atated by the t&xp..Jer 1n order to b&oten the fonmltttion of an luue. 
The firat atep h reall;r lnauranoe that the caee 11111 be adequately 
prepared by U. t r l&l attorney. We a ll thl"M tblnll: tb&t the .. r .. 
f'o,... 11111 ooneiderabl;r taoillt&te the d llpoaltion of the .. oaaea. 

We aloo dla ouoaed the r elatione between the General Counoel'o 
off'ioe and t he Coomieaioner•e off'ioe 1n connect ion with the oettle.eot 
of oaaea. There are a n\IID'oer of ditf'ioultiee mlob oeea to arhe 
prt.rily f'rca tallur. in the put to draw a daflnlte line ot re­
oponalbilit;r bet ,...n the two ortloeo, llr, Oliphant ie preparlnr; a 
....,.and_ <Ill the oubject and 'lheo:t 11r. llelnr1l~C and Jlr, llol!e;rnolda 
return w hope to be a ble to ri:rai&Jrl;OID out the a1tuat1on. 

53 

Regraded Uclassified



. -

0 : 

J' , J .Jr : 

Hurgess : 

u .... .Tr : 

" : 

u . . Jr : 

ll : 

H ••• • Jr: 

~ : 

ll .U. Jr : 

E: 

li . '!.I .Jr : ... 
I! . ;.~ . Jr : 

H. M. Jr : 

B: 

H. M.Jr : 

1'\: 

H. .Jr: 

Llarch 9 , 1937. 
10: 25 a .m. 

Dr . Burges3 - go ahead. 

Hel l o 

Oh hello sir . 

Good morning . 

\/ell the market opened a 11 ttle bit weaker ••••• 

Oh • 

. • . • a t hirty- second or t •·:o off . 

Oh • 

• ~e 1 ve acquired about a million and a (!uarter so 
rar. 
llhen you say "we 11 you mean for us . 

I mean you . 

Yes . 

(Lc.ughs) When I say we I mean you. 

Ri ght . 

And • • •• 

inat have you bought? 

We bought - ah - about three of those issues t wo 
and seven e i ght hs •••. 

I don't hear very wel l . 

The 2-7/8 1 s •••• 

Yes • 

•• •. and the 2-l/2 1 s ••.. 

Yes . 

Sf . 
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!l: 

. Jr : 

· . - .vr : 

. . ... •. Jr : 

B: 

f.! . lf . Jr : 

ll: 

'P · 

H. . J r : 

fi •• Jr : 

B: 

U. !.! . Jr : 

B: 

B: 

- 2 -

••••• mostly - nh - one or - a lit~le of one or t wo 
other issues . 

How ar e my 2- l/2 ' s ? Wh<- t ar c t hey at? 

They are 24-25. 

~<h-ha • 

J.nd we t hink t hat - that it m~y be desirable to buy 
a little more than a quarter of a million perhaps 
ht one or t wo points . 

·::ell let oe tell you this - how I f eel and t hen ask 
wh~t you want to ·~ow . 

Yes . 

I t hink the market • ~ entirely wrong • 

Yes . 

Ah - I ' m ver y bullish on eovernments . 

nh-ha . 

I 've got 65 mill i on dol lars to invest. 

Yes . 

And t his is as good a time as I know to invest it . 

That •s right - yes . 

So - ah - you can ' t go too heavily t o suit me . 

All right . 

See? 

Yes. 

And - ah .. .. 

Vlel l I 've al.ready gone o 11 ttle stronger than you 
suggest ed yes t er day und I• m f or that . I t h ink we 
can hol d i t about •-re. 
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ll : 

H. lJ . J r : 

" · 
, . !J . Jr : 

" · '! . Jr: 

- 3 -

Well I wou1dn 1 t let 1 t go much further , Burgess. 

Yes . 

Because I ' ve got the money to invest and this 
i s a good time. I mean I wouldn't let 1t go much -
they• re wrong downtol'm, see? 

I t hink so, yes . 

• 

And t his - I ' ve got the 65 million; I •d liKe to invest 
it; prices are cheap so go to 1t will you? 

Yes, O. K. 

Allright . 

Fine . 

Allri ght . 

Regraded Uclassified



Tuesday 
Karch 9, 1937 
11: 28 a , m, 

HW'r: Hello 
Tress . 
Operator: Doctor Burgess 

HUJ'r: 

B: 

lll!Jr : 

B: 

l!l4Jr: 

B: 

HKJr : 

B: 

lii.I.Tr : 

B: 

IU!Jr : 

B: 

B~r : 

B: 

JWJr: 

B: 

H!.IJr : 

B: 

B.IIJr t 

Rel~o -

Hello, Sir 

Well , how is our bond market? 

(Laughs) Our bond market is doing better . 

Is doing bett er? 

That is, it seems to be holding at these levels . 

Good -

As I t hought perhaps it might. 

Good 

Yle haven ' t - we haven ' t any more to speak ot 

Yes 

Something under two million, 

Well, .that ' s good . 

And it seems to be holding so that it l ooks pretty 
good. · I think - perhaps we ' ve passed the critical 
point . 

Yes 

I'm crossing my finger s and knocking wood . 

Pardon rae? 

I'm crossing fi.ngers "and knocking wood, but I think 
we ra8,J7 have, 

I see - but you reel a little better about i t? 

B: Yes 

BJA.Tr; Yes 
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B: 

HMJr : 

B: 

HKJr : 

B: 

HJ.!Jr: 

B: 

llliJr: 

B: 

liMJr : 

B: 

HliJr : 

B: 

HliJr: 

B: 

HAIJ'r : 

B: 

HliJ r : 

8 : 

lllo!Jr : 

B: 

• 

- 2-

Yes , i t seems t o be holding prettT wel l . 

What a re the bi g banks advising their corres­
pondents? Do you know what th8T are telling 
them to do on t his conversion? 

No , I don ' t . 

Supposing you make a little cheek 

I think the price is an indicat ion of it pretty 
much . I ' ll cal l up a couple of them, t hough. 

Yes well, confidentially" I mean - I don ' t 

Yes 

I'• going home and take a little rest; I don ' t 
feel very well. And I 111 get in touch with 
later on 

All right. 

In a couple of hours . 

Yes 

But Wayne Taylor is here and he'll sort of watch 
t he thing if anything goes wrong. 

Yes 

But I would like to know if you ' d do a little phoning 
around, you see? 

Yes, yes 

I 111 leave it to you . I mean, do it - you know 

Yes , yes All right, I'll nose around a little . 

llose around a litUe. 

Yes 

Any gossip on our French business or 

Ho, I haven ' t heard much about that. 

? 
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HWJr: 

B: 

HUJR: 

B: 

- .3-

Good - all right . 

I've been pretty close to this market. 

Thank you, 

Good 

, 
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AURIOL PRESENTS PROGRAM 

PARIS-UP- VINCENT AURIOL MINI STER OF FIN­

AN CE PRESENTED THE GOVERNMENT-S BI LL AUTHOR­

IZ I NG A DEFENSE LOAN TO P ARLIAMENT TODAY - HE 

URGED SPEEDY ENACTMENT 

PARLIAMENTARY PLANS INDICATED THAT THE 

BILL WOULD BE RUSH ED THROUGH IN T IME FOR 

A FIRST OFFERI NG TO BE MADE THURS DAY MORNING -

AN ATTEMPT TO AMEND IT SO MONEY RAISED COULD 

NOT BE SPENT FOR ANYTHING BUT NA T I ONAL DEFENSE 

WAS REFUSED BY THE GOVERNMENT 

THE TREASURY AND THE BANK OF FRANCE RE­

FUSED TO ACCEPT OFFERS FOR THE NATIONAL 

DEFENSE BONOS PENDING PARL IAM EN TA RY APPROVAL 

, . 

TH~OOORE ROUSS EA U DIRECTOR OF THE PARI S 

BRANCH OF THE GUARANTY TRUST CO OF N Y SAID 

HI S BANK HAD SUBSCR IBEq NOTHING TO THE LO AN 

AND THAT HE HAD TALKED TO THE MANA GERS OF OTH­

ER AMERICAN BRANCH BANKS IN PARIS AND THEY 

HAD ASSURED HIM THE I R ORGANIZATIONS HAD MA DE 

NO SUBSCR IPTION 

-THE PARIS BRANCH ES BEL I EVE THAT THEY AS 

FRENCH CORPORATI ONS ESCAPE THE RESTR ICTIONS 

OF THE JOHNSON ACT - HE SAID 

THE MEASURE WENT TO THE CHAMBER OF DEPUTIES 

FINANCE COMMITTEE WHI CH PLANNED TO BR ING IT ON­

TO THE FLOOR FOR DEBATE STARTING AT 3 PM AND 

LASTING ALL NI GHT IF NECESS AR Y 

THE SENATE F INANCE COMMITTEE WI LL GET 

THE MEASURE TOMORROW AFTERNOON AND DEB AT E IT 
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TOMORROW NIGHT FINISH I NG THE LEGISLATIVE 

WORK IN TIME FOR THE FIRST PUBL I C OFFERING TO 

BE MADE THURSDAY MORNING 

THE TOTAL WILL NOT BE FIXED AND WILL VARY 

ACCORDING TO DEFENSE REQUIREMENTS BUT THE 

BILL SPECIFICALLY LI MITS THE DEFENSE LOAN TO 

THE EXPENSES I NVOLVED IN 1937 - THE LOAN CAN 

BE ISSUED IN SEVERAL BONO OFFERINGS 
''" r "1 \ · ' 

Sl 

19?.7 
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SECRETARY MORGENTHAU IS OPPOSED TO 

DES IGNAT I ON BY FRENCH GOVERNMENT OF AN AMERICAN 

BANK AS FISCAL AGENT IN THIS COUNTRY FOR 

CASHING OF COUPONS ON PROPOSED FRENCH LOAN 

MAJORITY FLOOR LEADER ROBINSON REVEALS AFTER 

CONFERENCE OF CO NGRESS IONAL LEADERS WITH MR 

MORGENTHAU 

l.is rch 9 , 1937 
(DJ 12 :04 p.m. ) 

• .\!( 9 1937 

Bankhead Sees llo Prospect. tor Amending Johnson Act.. 

Vlashn. - Speaker Bankhead gave 1t. as h1'B opinion that. there 1 s no 
prospsot tor amendment of the Johnson Act to permit France t.o sell any 
part of 1t.s defense funds 1n t.he u.s. The l peaker said he believed t.hE 
publi o sent.i111ent would be against such a et.ep, 
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FRENCH NATIONAL DEFENSE LOAN 
' PARIS - THE TEXT OF THE NATIONAL DEFENSE 

LOAN BILL AMOUNTS TO A GENERAL AUTHORIZATION 

FOR THE I SSUE OF THE LOAN CARRYING AN EXC~ANGE 

GUARANTEE OR OPTION WITHOUT SPECIFYING DE­

TAILS WHICH WILL BE ANNOUNCED ONLY BY DECREE 

AFTER ENACTMENT OF THE BILL 

THE BILL RESTOR ES TH~ FREEDOM OF THE 

EXPORT IMPORT AND NEGOTIATIO~ OF GOLD BARS 

AND COIN WHER EAS IT HAU BEEN EXPECTED THAT 

EXPORT OF GOLD WOULD REMAIN PROHIBITED 

IN ADDITION THE BILL COMPENSATES THOSE 

WHO ALREADY HAVE DELIVEREU GOLD AGAINST BANK 

OF FRANCE RECEIPTS OR 3 1-2 PC THREE-YEAR 

BONOS BY AUTHORIZING THE BANK OF FRANCE TO PAY 

THE DIFFERENCE BETWEEN THE VALUE OF GOLD AS 

ESTABLISHED BY RATES F IX ED MARCH 8 MARCH 9 

ANO MARCH 10 AND THE AMOUNTS THEY RECE IVED 

WHEN THEY SURRENDERED THE GOLD 

IN THE PREAMBLE OF THE BILL THE MINISTER 

8F FINANCE STATES THAT THE LOAN MAY BE ISSUED 

BY INSTALMENTS BUT THAT THE NET PROCEEDS WILL 

BE L IM ITED TO NATI ONAL D~FENSE EXPEND ITURES 

PROVIDED FOR BY THE 1937 BUDGET WHICH TOTAL 

9 500 000 000 FRANCS 

THE PRICE OF GOLD REMAINS UNCHANGED­

STERLING WAS ERRATIC AT THE OPEN I NG RISING 

FROM 107 00 FRANCS TO 107 40 THEN DROPPING TO 

107 05-107 10 AS ON MONOAY AND THE DOLLAR 

ACTED SIMILARLY- THE CONTROL OCCASIONALLY BUYS 

STERLING- ~REMIUMS ON FORWARD FRANCS ARE ONLY 

60 AND 160 CENTIMES 
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FRENCH F I NANCE COMMITTEE AP PROVES DEFENSE 
LOAN BILL 

PARIS-UP- THE CHAMBER-S FI NANCE COMM I TTEE 
APPROVED TH E LOAN BILL WITH THREE AM ENDMENTS 
AS FOLLOWS -

I- THE LOAN WILL BE RESERVED EXCLUSIVELY 
FOR NAT IONAL DEFENSE 

2- ANY CURRENCY CONTROL MEASURES HEREAFTER 
WILL NEED PARL IAM ENTARY APPROVAL 

3 - ONLY BANKS AND NOT INDIVIDUALS WILL BE 
ABLE TO PURCHASE GOLD 

BLUM ASSURED THE COMMITTEE THAT HE WOULD 
NOT PROPOSE ANY NEW BILL NAT IONALIZING INDUSTRY 
-o- 9. ,_9) 
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.·en 9 , 1937 
!1J l: 37 p , m. ) 

Blum Supports Def ense Loan 

! , 0 

65 

Paris - UP Prem. Blum made en address in the Chamber of Deputies 
supporting the defense loan . The Premier refused to enter any political 
controver sy concerning t he loan and a sked the Deputies for an early vote 
on the measure. It was present ed to Parliament earlier by Finance 

!.!in18ter Auriol. 

-arch 9 , 1937 
(DJ 2 : 26 p. m. ) 

Foreign Exchange 

Paris - Foreign Exchanse traders say that the control bas 
absorbed considerable quantities ot sterling and dollars in t he 
official market, 

The Bourse repeat ed Monday 1 s pertonnance rentes rising one 
franc. Domestic bank i ssues ~1d indubtria l issues were active and 
firm especially chemicals. 

International securities were lower, including Katfira , 
Rio Tinto, Royal Dutch, De Beers, and Suez Canal. 

Debate on the national de t enae l oan bill is exoected to end 
late t oni ght with passage by an overwhelming majort"ty. The Sanate 
is expected to concur i n t nl s action WednesdaY • 

.. 
PARIIo••TIII CIWI8U 01 DIPUTJU t•ICKT A'Piet!J Till IIU.I. 

II:FUU: LOU ID.L IY All lflniiiUIIH MHalty • 
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FRENCH CHAMBER APPROVES DEFENSE LOAN 

BILL 

PARIS - THE CHAMBER OF DEPUTIES APPROVED 

THE DEFENSE LOAN B I LL 470 TO 46 

- BY UNITED PRESS 

- o-
liAR Q 1!10 

ss 
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c.;oKJU:CTIOih 

SUBSTITUTE FOR SECOND PARA,RAPH ADD "OR,ENTHAU 

CONFERENCE, (Tl"ED 450P) 1 

THE CABLE WAS SENT AT 8 P, "· THI NEXT DAY, AT 3&45 P. "·• 

l«lRCEHTHAU HANDED TO THE fRENCH Alf'BASSADOR A REPLY WHICH SAID 

67 

THAT THE TREASURY DEPART"ENT • DOES ENVISAGE OBJECTIONS• TO SUCH AN 

liP PO I HTMENT, 
' 

AFTER A CONFERENCE WITH SECRETARY MOR,ENTHAU, CON,RESSIONAL LEADERS 

~HOUNCED THAT THE TREASURY HAD DECLINED TO APPROVE A SU,,ESTlON BY 

THE FRENCH COVER""ENT THAT A NEV YORK BANK BE NAMED TO ACT AS U, S. 

AGENT FOR THI PURPOSE OF THE PROPOSED FRENCH DEFENSE LOAN. 

I. 
3/8••CSli37P 

ADD "ORCENTHIIU CONfERENCE, 

"AJORITY LEADER ROBINSON, AS SPO~AN FOR TK£ CONfERENCE OF 

CONGRESSIONAL LEADERS AND TREASURY OFFICIALS, DISCLOSED THE ACTION 

TAKEN BY THI TREASURY AND SAID THAT IT HAD BEEN FULLY APPROVED 

BY THE CONFEREES, 

THE ANNOUNCEMENT VAS DESI~NED TO CLEAR UP REPORTS THAT AN EFFORT 

WAS BEING "AD£ TO tVADt THE JOHNSON ACT PROHIBITIN~ LOANS TO NATIONS 

liiiCH HAvt NOT PAID liAR DEBTS TO 11IE U, S, 

J/IJ-•CS..llaP 
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ADD MO~G£NTHAU CONFERENCE , . 
VlTH I'!ORGEHTHAU, HERMAN OLIPHANT, SENATOR PITTMAN,. SPEAKER BANKHEAD 

AND REP, SAM MCREYNOLDS SITTING BY, ROBINSON ANNOUNCED THAT THI 

TREASURY HAD RECEIVED A REQUEST FROM FRANC£ ON MARCH 5. IT ASKED 

WHETHER THERE WOULD BE ANY OBJECTION TO NAMING A BANK OR fiRM • suCH 

AS J . P, MORGAN• TO ACT AS AGENT IN THE UNITED STATES FOR THE 

•PUR POSE Of PAYING COUPONS OF THE PROPOSED LOAN IN CASES WHERE THE 

~YMENT IS REQUESTED IN DOLLARSt• 

THE CABLE VAS RECE IVED AT ~P. M,, THE NEXT DAY, AT 31~5 P, M, 

MOR GENTHAU HANDED TO THE f RENCH AMBA SSADOR A REPLY WHICH SA ID THAT . 
TH£ TREASURY DEPARTMENT • DOES ENVISAGE OBJECTIONS• TO SUCH AN APPOINT-

MENT, 

• tHAt,• ROB INSON SAID, •vAS THE ONLY QUESTION EVER SUBMITTED TO 

ANY BRANCH Of OUR GOVERNMENT BY THE FRENCH AUTHORITIES,• 

THE MORGENTHAU REPLY TO f RANC£ SA ID1 

•wHILE THE TREASURY CANNOT OF COURSE EXPRESS tiTHER ITS APPROVAL 

' OR DISAPPROVAL OF THE PROPOSAL Of THE f RE NCH GOVERNMENT TO ISSUE A 

LOAN PAYABLE IN EITHER fRAN~S , POUNDS OR DOLLA RS AT THE OPTION Of THE 

HOLDER, NtVERTHE~ESS, IN RESPONSE TO YOUR SPECIFIC INQUIRY AND IN 

VIEW OF AMERICAN LEGISLATION, IT DOES ENVISAGE OBJECTIONS TO THE 

' APPO INTMENT OF AN AGENT IN NEW YORK f OR THE PURPO~E Of MAKING SUCH 

~YMENTS IN DOLLARS, 

• sECRETARY MORGENTHAU APPRECIATES THE COOPERATIVE ATTITUDE OF 

MINISTER AURIOL IN INfORMING HIM Of THE DETAILS OF TK£ FINANCIAL 

PROGRAM Of THE FRENCH GOVERNMENT AND HOPS THAT THE NEW LOAN WILL 

8£ A GR EAT SUCCESS, • 

• tHAT,• SAID ROBINSON AS HE FINISHED READING THE CABLEGRAM, •Is I 
WHAT THIS CONFERENCE DI SCUSSED AND THJIT IS ALL 1 HAVE TO SAY,• 

PITTMAJI AJID BANKHEAD ADDED THAT 11![ COJ1f[R£MCE fULLY APPROVED THE 

ACTION Of THE TREASURY DEPARTMENT, 
Regraded Uclassified
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In reply refer to 
EA 851.51/3399 

ILy dear llr . Lochhead: 

DEPARTMENT OF STATE 

WASH I NGTON 

A copy of Paris despatch No. 366 went to the 

Treasury in r outine disposition a day or t wo ago. 

For greater certainty, I am sending you one direct, 

thinking tha t parte of it may interest you. 

Sincerely yours, 

Enclosure: 
Despatch No. 366, 

February 18, 1937 , from 
Pari s . 

ILr. Archi e Lochhead , 

Herber t Feie, 
Economic Adviser. 

Office of t he Seor etary, 

Treasury Department, 

Waahington, D. o. 

. . 
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Ky dear Henry; 

DEPARTMENT OF STATE 
WASHINGTON 

Karcll 9, 1937. 

Thank you !or sending me copies o! (1) a 

memorandwa that Ambassador Bonnet handed you at 

2;30 on Konday, Karch 8th, and (2) a docuaent 

banded to you by Kr. llallet at 5: 40. I am glad 

to have thie record. 

Sincerely yours, 

The Honorable 

... 
IV ... 

Henr y llorgenthau, Jr., 

Secretary o! the Treasury . 
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GROUP MEETING March 10 , 1937 
9:30 a.m. 

Present: Mr. Magill 
Mr. Oliphant 
M.r. Gaston 
Mr. Taylor 
Miss Roche 
llr. Bell 
Mr. Lochhead 
Mr. Haas 
Mr. Thompson 

H.M.Jr: Dan' s leaving l"riday night and be ' s kind of worried. I don ' t see, it anybody is nervous , why we otter any bills next week, which really makes a difference ot $200,000,000. I mean it we let a hundred run ott instead ot asking tor a hundred , it would supply 
the market with an extra hundred million ot cash. And next week is the week. George , do a little homework on it, eb? 

Haas: Yea, air. 

Magill: I sent in word about this notice that came over the Dow Jones ticker yesterday atternoon to the effect that Mr. Pelley had received final authority to 
negotiate with respect to the railroad retirement allowances, which authority be bad not previously had. Interesting observation. 

H.M.Jr: Who did be get that authority from? 

Magill: From the meeting of the railroad executives 
H.M.Jr: You mean he hadn ' t bad that before? 

Magill: No, pur previous information was t ha t that was to be the final meeting and everything was to be cut and dried. So that means e postponement, and what it 
looks like now is either the information given us was not correct or else they have changed their tune. 

H.ll.Jr: Wel.l, Herbert Gaston baa a little to contribute on that. 

Gaston: Yes, when I talked to Steve Early the day before yesterday be &old me that be told Pelley that when be went out to Ch.icago he was to tell those people that it they would put up some tentative suggestions it would be considered by the Administration, and that there was nothing final. 
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Nothing final. 

Thet there was no agreement on it . 

Good '. 

. . 7S. 
,, 

I have bad some conferences with Wr. Russell and 
Wr. Sherwood of the Income Tax Unit regarding 
fUrther improvement in income tax procedure in 
several of the districts. They have prepared 
datailedplans tor it, largely worked out oa a 
result of work which Mr. Wood has done under wr. 
McReynolds' direction. And as soon as we get the 
thing worked out - I think we'll try to put it 
into effect by April lat. There will be one quite 
general revision to go in throughout the whole 
service, and t hen three other - three districts 
are to be specially dealt with: New York, Dalles, 
and San Francisco. 

You (Nrs. Klotz) and I going to make a swing around 
end vleit them? 

You went to go to Dallas or Sao Francisco or 
New York? 

What do you say? 

San Francisco. 

I ' d rather pick that for myself. 

If we go out there we can pay a visit to Jake Viner 
when we ere out there. 

Well, ee soon as it is worked out , shell I talk to 
Mr. Gaston about it? 

Sure , absolutely. 

I notice in passing that the Income Tax Unit 
anticipated us on simplification of form. We 
designate our coDDJ.ttee and decide to say nothing 
about it until March 15th , and ~ediately ~cme pub­
licity comes out given by the Income Tax Unit on 
the euOJect. They ere going to simplify forms to 
beat the band. 

Well, when we really have got the thing going, I may 
want to soy something myself and give them e reel 
blast. But I wouldn ' t say anything about it until 
I get beck after the first, because when I do get 
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beck we ' ll really have something. I don't want 
t o go and raise all the taxpayers • hopes. 

No, it ' s going to be quite s Job. I ' ve got the 
first report or the committee and I ' m quite oertein 
thet mos t or thet committee , Just f rom looking at 
them, will say, "Well, this has all been studied 
and the form is swell Just the wsy it is." 

Well, I'd like to know what you hsve to make out 
two for. Whet ' s tha t for? 

For the benefit of the State authorities. 

Do they pay us for it? 

No. 

Wall, why should we? 

Well , it ' s for the benefit or the states and 
Sen. LaFollette . 

I ' ve voted with that two. 

Two? 

I think eo. I think if they went it in the s tates, 
why shouldn't they? 

Excuse me. Whet I sugges t ed t hat they do now is 
that we photostat - make enough photostat copies 
so t hat the thing can stay in the field~ . The 
field · makes the photostat end sendsthe copy right 
in here. Now while they are doing it they could 
make the photostat for the state or the city Just 
es easy - make two or t hree photostats . Once they 
make e print, they can run orr as many as they like. 
It i s e terrific thing for the taxpayers. 

or course, you now have to prepare your return in 
triplicate tor the Federal Government end you beve 
to prepare two more for the State, as in New York , 
which would be true in any state having ln i ncome 
tax. So you prepare five et the present time. 

No but seriously, if you oerry out that suggestion -
wh~n th~y photostat it they could just es well make 
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innumerable copies. 

I don ' t want to scere t bie committee to deeth yet, 
but one thing I have in mind - this matter of 
coordination of state and federal revenues, to see 
whether or not it will be possible to effect some 
agreement with the s t ate authorities that one re­
turn be made , and let the state authorities, if 
they want to, ask a couple of additional questions 
which they bel ieve necessary for their own admin­
i stration; make one r eturn and let them use that. 

Well, the way the thing is now, it is perfectly 
asinine. 

It seems so to me. 

All right. 

That ' s all. 

Congressman Andresen ' s letter went to the 1:1111 at 
1:00 end was ·delivered t o him at 2:00, as soon as 
we could find him. It is just one of tbose oases 
where a miracle happened end that tbing escaped 
t hree bullet-proof checks - checkup system in my 
ort1oe ........ 0 0 

And bow many in McReynolds ' ? 

I don ' t know. I imagine with e little mora overhead 
we could get more of a check. I bate to do it 
just because you get one ••••••••• • 

(To Kieley) During Mr. McReynolds' absence, I want 
Mr. Thompson to attend these meetings. 

Shell be come in now? 

I sent for him. 

McReynolds ' father is desperately ill. Be left 
yes terday at 4:00 to go to Los Angeles. 

Anything further? I Just say in passing that I 
the way you (Oliphant) report on i t . I mean no 
alibie. 

I know tbere aren ' t en7. In tact , there was -
the operation of the three-check system , there 

lilca 
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only one that failed, but t he other two should have caught it - the other two systems. 

(Thompson comes in.) 

(To Thompson ) Mr. Oliphant j us t reports that in t he Andresen cese, the letter wasn' t answered t or a month. He says it was one case in a million that got by three checks. What about your office? 
I ' m having that checked . I'll have a report on it. 
Will you? Find out that end other offices, and bow many other slips there are, see? Because I try to run my office - wi th:Congress on the Bill , I try to make a gr eat effort to run it on e 24-hour basis. 
Yes , and t hat ' s t he rule. 

Ifyou can ' t get the teohnicel inf ormation, I think the Congressmen shoul d get en acknowledgment. I thoug.ht I laid t hat all down once. 

Well, that i s where this system - and , a s I say, I am adding t hree people to the pay roll on account of this. I may be going too far. 

I don • t think you oe.o with the Bill. I think they are entitled t o an acknowledgment within 2A hours . I mean that was the s ystem. 

Yes , t hat i s the rule. 

We ' ll all be checking sod nobody doing any work. 
Well, that•a the ideal; that would be t he ideal state of the Governmant. 

I think that ' s the difficulty upstairs. They need more help if they ere going to heve more checke. 
Well, I don ' t know. I say it we could reach the s tate t he t Wr. Oliphant - we are ell checking on each other end doing nothing else - it would be the ideal state of the J ederal Government . 

Bow about neutrality? 

Well, any time. 
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Well, I ' m reedy to have a session. The Mexican 
Ambassador got here before breakfast, and I ' m reedy 
to do neutrality at 11:00. Whet? 

(Node yes.) 

Incidentally, that request which he made - 1neemuoh 
as I pin it on you (Lochhead) end Graves, see that 
it goes through Mr. Oliphant. 

I just spoke to Mr. Graves end he ' s going down to 
obeok with Oliphant. 

And I ' m not going to hire anybody extra to see t hat 
we get 24-hour service. 

(Hearty laughter.) 

O.K.? 

The third thiDg you asked me to speak to you about -
e note concerning putting t his insurance of those 
who have loans on a self- $UStsining basis in~tesd 
of our holding the bag. 

Couldn't we do that also at 11:00 instead of ••••••• 

I should think it could be. Dan end Wayne end I 
were t alking about it yesterday andtbeybotb liked 
the idee that the thing ought to be paying its own 
way. 

Have they got it now? 

There ere some of t hose bills in the budget now. 
I asked Mr. Ahern to oheok it up and see , end he 
wi ll report on it. 

And bold them. 

I understand that - well, when we bed our first meet­
ing, you may recall Stewart KcDonald said be didn ' t 
want any extension of the Housing Act except Ti~le 
II. Now this involves Title I , end his report on 
it is more or less non- committal. In other words, 
he doesn ' t want to make anybody in Congress mad by 
reporting against it, so he is lett ing ~he Budget 
Bureau bold t he beg. That is, it we say it is not 
in conflict •••••..•• 
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Well, what do you recommend that I do? I mean I don't want to hold you up on it. 

81 

Well, I would just take the position that if you 
recommend that the thing should not be extended, fine; end then say, "Well now, if they are going to 
be extended , it ought to be put on a self- sustain­ing basis. This insurance ought to be paying for itself." 

I think that is right. 

Now we are talking about l"HA·, Title I. Well, I 
thought the agreement was to let it expire. 

That was the agreement . 

Well, before we talk about self-sustaining basis, 
oughtn ' t we to tind out whether we want to extend it or not? 

Well, I said r ecommend thet it not be extended , but 
say it you are going to extend it in spite of this, then it ought to be self- sustaining. 

Well, I ' m in complete accord with that. There ' s no argument about that. Anybody disagree with that? 

I t hink we ought to sey pretty bard that we don't think it ought to be extended, no. That was 
the .......... . 

That's right . 

And then express the thought that if they do f inally decide to extend it, why then, sort of reluctantly, we suggest this other matter. 

All right. But if they ere going to eXtend it, it should be made self-sustaining. Does that enswer you? 
Yee. 

That ' s right. 

All right. 

We'll leave it with the statement that you (Bell) ~ill 
oatoh all those bills as they come over, so we can 
forget it. 
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For the time being. 

All right . Anything alee, Herman? Neutrality 
at 11:00. Ybu (Taylor) ere in on neutrality. 
Anybody else here neutral? All right. 

Herbert? 

Mr. David Stern wanted me to express hie regret 
to you tor both ot those editorie.ls Monday night 
about the French situation and about the housing. 
He agreed that they had written whet they did 
without proper knowledge of the faots . 

Good. 

And he said that heraotter he would have his 
people check with us before they started denouncing 
you tor something without knowing just whet the 
s ituation was. 

Then I aleo had a long talk with Kenneth 
Crawford about it. 

Well, how did you get this word from Stern? 

I talked to Stern; I oelled h~ on the phone. 
I oalled him at New York end then found he wee 
at Philadelphia, then got him at Philadelphia. 

Well, at first when you said you would •••• • •••. 

Well , I did both. I decided I ' d like to talk to 
Stern. 

I see, I see . And that was his at titude? 

Ab-be. 

I wish you bad gone one step further ; the third 
t hing was that I was the person responsible tor 
laying ott ell the people. He ran that story, too , 
you lmow. 

That in e column? 

No , straight news , straight news . 

I did touch on that in oonneotion with that housing 
editor ial . There wee e reference t o the feot 
that that reveals that it wee you. I told him 
that wasn ' t true at all. 
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And what did Crawford have to say? 

Well, be d i dn ' t have to say very much. I went 
over the housing thing wi tb him end told him, 
so that be could understand tor background, what 
the actual s ituation was, whet the bill itself 
provided, and what your attitude was on it. 

Cood. Well , I'm awfully glad you talked to him. 
Evidently for once, he was friendly. 

Ster n was quite humble. I started in by saying 
that I had a favor t o ask or him. He wanted to 
know what it was. I said it was that I hoped 
hereafter that before they wrote editorials 
stating whet your position was and finding fault 
wi th it, they wou~d try to ascertain f r om us 
whet your position actually was. I said they 
wrote t hese editorials in which stat ements were 
made about whet you said and whet your position 
was , end they could have s aved themselves 
making that mistake if they bed inquired or us. 
And I told him I didn't think it was fair to 
write editorials based on rumors about your 
position without finding out the recta . 

Cood. Thank you very much. 

And be agreed that was right. 

Thank you. 

He said be didn 't like this policy of your -
Eccles • policy of t~ying to raise the rate ot 
interest and make money scarce , end I told him 
that was Federal Reserve and not Treasury. He 
said he thought you ought to have stopped Eccles 
from doing it. 

Well now, it you are t hat successru~. will you 
please cell up this editor or the New York 
Tribune on his statement that I misinterpreted 
the 1obnson Act in relation to their having e 
paying account here - the French - and ask him 
to consult his lawyers, inasmuch as he doesn ' t 
think our lawyers ·are any good. Ask the New York 
Tribune whether they will consult their lawyer, 
end ask their lawyer to give them an interpre~tion 
on that; and tell them you dare them , if tbelr 
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lewyer agrees with us , to rewrite that editorial. 
I 'd Just as leave cell Ogden Reid ayeelf; I'd like -
Just as leave cell Ogden Reid. 

There wee another dirty crack in that editorial 
this morning whioh said that, forced into a corner 
by insurgent Senators , you did this and so. 

Would you like me to oell him or would you? 

I can oall him. 

I wish you ' d cell up Ogden Reid. Will you this 
morning, Herbert? 

Yea. 

There was one yesterday, wasn • t there·. - an editorial? 
Well , there ' s one this morning. 

Yea, I know there's one this morning. 

Jus t call up Ogden Reid, wi ll you? 

Yes. 

(To Bell) Just talked to Burgees. 

I ' ll take some ot those t or FDIC it I may. We 
haven ' t invested anything tor a long time tor them. 

After i •get whet I want tor that special tund. 
Then , atter that, we will go fifty- fifty between 
Postal Savings and FDIC. 

About twenty to twenty-five mill i on. 

Fifty- titty. 

Ted Goldlllll1th tells me that there are two things 
particularly worryin& the market. The letter going 
out is stressing two points. One is what the 
President said at that press conference about the 
possibility ot abolishing the eooial security reaerTe 
tund. He says they are tsking that pretty seriously. 
And the other is the story that ' s gone around that 
the Federal Reserve Board - and it is ~eina stated 
flatly by a lot ot people that the Federal Reserve 
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Board is going to sell off a billion of securities . 
In other words , t hey are going to absorb all the 
excess reserves of the banks and put the banks 
five hundred million in debt to the Federal Reserve. 

Listen , Herbert, old men, I can •t worr y about 
Goldsmith. After t oday is over, I'll bet anybody 
any amount of money within reason tbat tbe bond 
market a week from to4ay will be , on an average, 
half a point higher than it is today. And that 
will t ake care of all the Ted Goldsmiths. That a 
week from today the Government bond market will 
be a half point higher than it is today. Now I 
very , very seldom say, but extra, extra in the 
family, I will make anybody a bet t hat t hi s thing -
this is the ~~Y to answer it. 

Still , I think, Kr. Secr etary, that is important. 

Well , bring it up at lunch. 

The sburge of it wee over there, t oo . 

Y/ell, it is just - I mean I talked to Eccles 
about something els e yes t erday •.. . •.••••..• 

Well , Wayne, wi ll you bring it up at lunch? 

Yea - and that he ' s never beard about that. 

Well , Wayne, will yQu bring it up at lunch? 
Will you? 

Fine. I never heard anybody talk any harder about 
the desirabili ty of something else, so that isn 't 
exactly .......... . 

Well, you bring it up at lunch. I 'm sorry I have to 
do this thing, but publicly - not publi cly, 
but i n the room, I know whet is the metter with the 
bond market end that's not it. But you bring it up 
Jus t the same. 

Whet ' s the matter with the bond market ie that the 
rich people of America are sore, mad at the President 
over the court, see? That ' s what's hurting the bond 
market. I 've been through this t hing before. I mean 
that ' s the thing. I 've been through this before. 
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I know how to handle t hose babies , too. We 
alWAys keep enough money tor this sort ot thing 
and it happens about once or twice a year, end 
the only thi.ng t hat those babies unders tand 1e 
power buying. I mean it is t he only thing they 
understand . When a thing like this goes along 
I, without flicking an eyelash, say, " Buy 
twenty-one million dollars • worth of bonds . " 
I mean that ' s the thing they underst and . And 
they are - it is only a matter of a couple of 
months ego the Federal Reserve - "For God's 
sake , haven 't you got some long-term bonds you 
oen sell? Because the Government bond market 
i s so strong we don't know what to do. Haven ' t 
you got something you will sell to ease it off?" 
Two months ago. 

Within the two months. 

And last July there wasn 't a single individual 
in America that would buy a mi llion dollars• 
worth of two and seven-eighths . 

That was in the era of good feel i ng. 

Yes. 

Not July. 

Georgie? 

I have nothing this morning. 

George, will you - it we ere getting from ur. Lubin 
t hose costs ot living figures on 12 cities , as 
soon as they do come through, Mr. Wallace would 
appreciate it if we sent a photostat over the 
same dey t o ur. Been , end Bean will give ue any­
thing be ' s got. 

And while I ' m on it, walking down with Wallace, 
I asked him how much cott on he bad sol d on the 
cotton pool . Well, it ' s very rough - I just wrote 
them on the pad. They' ve sold 671 ,000 bales up 
to the eighth, and it ' s going at the rate of 
thirty t o forty thousand bales a day; and by the 
end or the month they expect t o have not lees 
than a million and a quarter out and maybe a 
million and a half if it goes like it is going. 
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Well, I suggest ed to Wallace that they run it 
tor another month end sell it down to a million 
bales , and he ' s going to take it under considera­
tion. 

But tbey don ' t want anybody to know that at the 
present time . 

No, no. 

Down to a million? 

To a million, yes, and then bold the million as e 
carryover. Now we •ve got that boy trom Commodity 
Credit now and , without you (Haas) telling him 
whet I did, ask bim whether he thinks they should 
continue t o sell, and then carry a million bales 
over this year , see? 

I think I know his answer. 
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I ' d like to take it with me to Cabinet - e one-page 
memorendum ,beceuse I think Wallace will bring it out . 
I told Wallace while the selling is good t o aell, 
then hold a million bales end carry that over . And 
without - was it originally 6,000,000 bales we bed? 

Yes, between five and six. When they started this 
program they had Just under 3,ooo,ooo. 
Then they can sell it down to e million . You check , Wayne? 

I'd like awfully well to see , when you got down to e 
million - to see whether you wouldn 't went to move 
out the other million. 

All right. Well, any way , Henry hadn't thought 
ot it - said it was a new idee. 

Well , I ' d check certainly to go down to t he million if 
t he market will t ake it, and then have a look. 

Well, he was figuring on shutting ott on the first 
or April, stopping ell sales. 

Johnson didn ' t beve that in mind. 

Who? 

Ben Johnson. 
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Who's Ben Johnson, RFC? 

Re•s the 
Talley. 
and hope 
month. 

second man on Commodity Credit , under 
Be says that they are very much encouraged 
that on April lat they can extend it another 

That is Just exactly what I suggested to Wallace. 

They don't want to announce it until April lat, 
because they are afraid it will have an adverse etrect on it. 

Well, they haven't announced any April lst. 

Two months, I think. 

No, it ' s open. He didn't tell me ••.•••.•.•• 

He said two months from February lat. 

WallAce t hought that - it was just open. 
But what I was suggesting to Wallace was it it 
was April 1st that they go to May lat. 

Well, he'·s in agreement with that. 

Good. 

On the subject or cotton , there is a little bit 
or a table in t he paper this morning showing world 
production which is extremely interesting. 

Johnson says so tar as they can tell - their 
statistics are not· · very good ana 'this is 
largely a test - but the indications are that 
about 40~ of the cotton they have sold is going 
abroad. Very intereeting. 

When ie Cabinet, 2:00? 

Yea. 

Today? 

Ah-ho. I'd like a latter rrom the~ boy once o week any way. 

All right. On Just this eturr? 
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No, prices. And is that Lubin stuff coming 
through? 

The what? 

Lubin ' s sturr. 

You know, it came through snd we disagreed. Then 
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he wrote back to me and said they were checking beck 
to correct it; he agreed that it didn ' t line up. 

~ell , I ' d l ike a price letter from this boy once a 
week. 

All right. 

Anything else, George? 

I have nothing more. 

Would you like to devote an hour to Cuba before 
you go away? 

I don ' t know anything I'd rather not do. 

I realize that. 

(Hearty Laughter) 

All right, 3:00 tomorrow afternoon. Bon cherel 
Wayne end I are getting- we're getting all the 
!~~c~.~~~~~~~~: It that thing ,had kept up another 

I don't think they ' ll be beck for quite a while. 

I don ' t either. 

loli88 Roche? 

I don ' t have anything special , sir. We are 
having some legislation come up through Public Bea~th 
on two items particularly, one on the stream pollution 
and one on cancer - legislation that was introduced 
last year, end not only because or money but because 
ot other things was disapproved. The bills that have 
come up eo tar have met ell the objections but the 
money one , ' and I was wondering if we could approve 
them end send them on. 
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When you speak of "we" • •.. . •• .•. .. 

The Public Health and my office. 

Why not? 

All right. 

Send them on where? 

You. 

All right . 

.. 

Thet •s about all. I r eported on the settlement 
ot the strike to you l nst night. 

I congratulate you on that. 

Narrow escape . 

Some time I ' d like t o meet Father Haas . 

I ' d like to have you, sir, and I ' d like to tell 
him, lr you approve, some of the details or that 
Mlohigen situation. 

Very Interesting. 

The rates are still holding. 

Dan? 

I have Jus t one little i t em. We are selling United 
States savings bonds in a good many postotrloee 
throughout the country and tbe money comes ln cur­
rently to the Federal Reserve Banks. It goes Into 
a Postmasters • Checking Account, and does not get 
into tbe public debt or the United States tor 
probably t wo montbe. Tbe accounts ere all audited 
here ln Wast..ington. There is now outstanding about 
$123,000,000 not 1n the public debt. 1~4 like to 
make a re-arrangement of that procedure eo we could 
put at least a preliminary f i gure in the public 
debt statement daily, calling l t an uncleesir ied 
sale of Uni ted States savings bonds. 

Sold. 

so 
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There will be some publi city on thet, I take it , 
when that appears t or the first time, but it 
ought to be done. 

It • s all right. 

And it somebody finds out we•ve got $120 ,000 ,000 
outside of the publio debt, we ' ll set more publi­
oit;y. 

You oan do it any time beginnning tomorrow. 

O.K. And I have a memorandum which I have submitted 
to the President. I hope he Will read it at 
Cabinet toda;y. I t hought you might like to •••• • ••• 
(Hands s oop;y t o Secretary) . 

I 'm glad to get it from you. I ' ll reed it during 
the morning. 

All right. 

Anything else? 

That' e all. 

I haven't anything, sir. 

All right. The neutrality at 11:00. 
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Ma r ch 10 , 1937 
9 : 30 a .m. 

t ha t you have bEd o,uite a siege of it I observed 
from the pr ess . 

Woula you li~e t o come over and have l unch today? 

I was Secr etary .Val~ace asked me t o come over 
t o t he Department of xgriculture . Now I ca n 

Coulu you make nis Thursday , do you t hink? 

I t hink I could . 

I tel! you why 

Tnere wasn ' t any t hin6 special , I 

I hsve somet hing speci al I want to t ake up. 

All r ignt, I •ll cal l him up t hen and I ' l l c ome on 
over . 

t.nd - ::upposi ng you bring Coldenwei ser with you. 

All r i ght, I ' ll be gl ad t o do tha t . And I am s ur e 

1 t ell you 
a bout it . 
ot" .,nether 
next week . 

All r igh t . 

.;oat it i s , so that you ' ll be th i nking 
I want to di scuss witn you t he GUest i on 
"Ne should or shoul o.n 1 t sell a ny bills 

I won ' t be her e a nd the ~uestion - and i f you 
people huve any e s t i mates on t he turnover tha t you 
ar e ~ t bl l worried a bout - the price of money, see? 

Yes 

I 1 d liKe t o tau t o you about i t at t hat t ilDe. 

Ye s 

See? I ' ll have Bel l t her e t oo, and Baas and Taylor . 

Yes 

See? 
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llell t hen - then I ' ll bring Goldenweiser 

·:;ould you bring any o ther member of t he Board? 

.ihat is it? 

~>ould you bring any other member? 

>~ elJ. , no, I think there is no other member unless 
it ' s - I thi~ Szymczak i s here . 

Well, unless he knows something about it let ' s wha t? 

.. ell, there really isn' L lony other 

Does he knoR anytning ~bout it? 

No, I don ' t think so, nothing parti cular , he Jus t 
ht•S general idea s , but I don ' t think you would 

.. a nt t o bring him? 

Nell, I don ' t know that he ' s here . I ' ll do whatevei' 
y.:> u want t o rio . 

It•s entir ely all right . I'll have a place set for 
nim . 

t.ll r ient, tnen . 

How' s thllt? 

xll r ight . I f ne 1 s u~re, or Ra nsom 

I' ll have e place set so that - I ' ll have a place 
seL f or you, G'ldenweiser and one ext r a . 

Yes - ;,ell, a l l r ignt, I 1 ll ·be over there at one . 

Yes , and t ha t ' s wnst it ' s about . 

olha t is it? 

I mean, that' s wnat I want t o t al k t o you a bout 
particular ly beca use Bel l and I will both be away 
nex t week. 

l es You mean - of course the r egule r , the extra 
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fii' t y tne t you 've been selling? 

ile!l, '"e may not ao ~oeything next week, I don't .mow. 

Yes 

But ouo ' s ' kind or 

You think you may - you may even pay off the -

Yes , which woul d make a difference of two hundred 
million , you see, I mean, i n a way . 

.'/ell, she couldn' t - you couldn't for a week or 
two 11i th your tax money . 

Just for one week we ' d go . 

Yes 

i'lell , we - come over and we'll t alk about it. 

Yes , all right, then . 

r,s I sey, Dan ' s kind of nervous 
talk about it . 

All right . l.Jid 

we ' ll 

,·/ell, you come over and - I just thought you, 
after all and be thinking about it will you? 

Yes 

? 

VIe might not ask for any bill money next week, or 
we might ask for f i ft), or we can ask for a hundred . 

~>ell , you've 
nundred . 

l ast week you 6sked for a 

Yes ~ell, tnin£ ~bout it, Warrin~r; you sound 
~s though you were dead . Are you? 

What did you s ay? 

Are you d eHd? 
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No ! 

Good - all right, ell right. Cheerio , ! 111 see 
you a t one . 

J.ll right, sir. 

Goodbye . 

Goodbye . 

. ~ 

ss 

Regraded Uclassified



( 

• • '1. • , • 

• •; • R • 
l:lurgess : . 

aeJJr: 

B: 

HIAJr: 

B: 

!t!Jr : 

B: 

Ht.!Jr : 

B: 

rL!Jr: 

B: 

HUJr: 

B: 

H!!Jr: 

B: 

Bl!Jr: 

B: 

HlJJr: 

B: 

Wednesday 
llarch 10, 1937 
9 : 58a . m • 

• 

VI ell , I think this mnrket 1 s ready to turn around. 

Yes 

Now, I was j ust tal.<ing to Harrison a few minutes 
ago ; has be t a l ked to you since then? 

No 

I tbougat th&t ne did . There are two or three of 
the d ealerli ,.;no have got quite a 11 ttle load of 
tnese T.hings . Ana I t hin.< it might be smart ti'lls 
morning to cnange our methoa of operation . And 
if you r eally wt.nt some cnecp bonds I think we 
can pi c k up a littl e block tni s morning from a 
couple o f tne dealers . 

How mucbee? 

Oh 1 up to t en million mvybe . Would you like them? 

Which ones? 

llf tne new one? ~or t he fifteentn delivery ? 

iih& t pricee? 

••ell , twenty- two -

Twenty-two 
How much? 

wai t a minute, wait a minute 

The market closed last night a t twenty- two three. 

T1•enty- two three -
one, can you? 

you c a n 1 t get them at t wenty-

No, I don't -
same effect . 
tha t , or just 

I don ' t believe that would have the 
I think maybe they'd be losing on 
getting out. 

\/ell , who are the dealers? 

Nell , DeVine 

Ah l 

- did a nell of a good Job for us yesterday. 

ss 
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How do you mean? 

He ooved -
m&rltet 

Did he? 

be toolt a great big bl ock off the 

- ond sold most of it . 

Yes 

He 1 s got about ten million l eft . 

Yes 

•:,e took about f ive from him . And tilen Solomon has 
got about eleven of tnem. 

Yes 

I thought if we t ook fi ve from him -

Yes 

" e ' d probably get them at o gooa pri ce 

Twenty-two? 

91 

And it woula mli«e a lot of difference in t nis market . 
1 1m not sure they' d sell e t that pr ice. 

I 1ll t ake all they 've got, I'll go you- I ' ll raise 
you 

(LIIUghs) 

I 111 take I 1 ll t ake t wenty million ! 

••ell, I'm not sure i t ' d be wise t o -
like to get them though, would you? 

Sure! 

All right. 

I ' ll t ake the whole works. 

but you ' d 

All right, all right. And then after that 

At twenty-two . 
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We can have a small order 

I ' ll take the what have t hey got, twenty-one 
million between them? I 111 take the whole works. 

\'/ell , l' ll see what I can get . 

All r ight, I •ll be delighted . 

All r igbt . Very good. 

Yes - I ' ll take twenty-one million and then I ' ll 
laugh at them tomorrow. 

That • s nne, a ll r ight . 

J.ll right . 

Step out . 

Goodbye . 

10: 14 a . m. 

Hello 

nell, it ' s about the same as I 

I don 1 t bear very well. 

It ' s about the same as last nlgbt . 

Yes 

lie ' ve got nine million so far . 

\',ho did you get them 1' rom? 

I got t hose f rom Devine . 

I see . 

Now, I've got t o hear from '>olomon. I 1ve been talking 
to them. But we'll pick up some more I think. 

Well , bow d i d tha t leave tbllt man feeling? 
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Oh, it leaves him feeling fine . 

He f eels fine? 

He' s e 11 full of fight. 

Nod he'll go out? 

Sure 

Good 

Yes, yes 

Good 

Oh, I t hink - I thi mt we 're about at the bottom 
of thiS - .ve don• t ltllo.v - I've got my f inger s 
crossed . 

Well 

Did thut leave any with him, or did you t ake them 
all? 

I took ull of that issue that he had . He bad some 
other lssues, but I t ook a ll tha t he had of that. 

ss 

Well, wnen you s peak to the other orgenitati on give 
me a r ing . 

All r ight, fine. 

Will y ou? 

\ 

Yes, I've t ulKed to them once , tney're going to c all 
me back. 

All r ight. •'•ell, when you hear froct them, call me, · 
please. 

night 

10 : 23 a . m. 

Hello 
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Hello, Burgess 

I got t en from Solomon . 

Did you'? 

Yes 

And how dia that leave them? 

Nell , thut l eaves them «11 cleaned up on these new 
ones ; they ' ve go t some of the others but .they ' re 
all r ight . 

\\ell, di a they 

I got one f r om Hanseotic, making twenty . 

·•ho? 

I got twenty altogether - New Yor k and Honseotic . 

Oh yes, well doesn ' t that won ' t t ha t -
that leave the air a li t tle clearer? 

That c l ears up the ai r quite e lot . 

Good 

doesn't 

I t hink it N~s a good tning to do and I tnink you 
got some cheap bonds . 

Anybody else get any? 

(Laughs) I haven ' t henrd of anybody . 

Uisco~mt? 

No, t hey're all r ight . 

They 're all right? 

I•ve got t hem working for us 8 little bit this 
morning. 

Good . lihat are the two and 8 halves now? 

They're twenty-one three - twenty-two three - al ong 
in there, it' s pretty hard to s ay. 
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It ' s pretty hard to say? 

~es 

101 

but 

nell , the actions you' ve t aken ought to take the 
pressure orr. 

Oh, t hat'll t eke the pressure orr, I ' m sure . 

O. K. 

Yes 

All right . 

Very good . 

Thank you. 

Good . 

.. e 111 s tey right with 1 t . 

Regraded Uclassified



a.II.Jr: 

&Jrgess: 

B. H.Jr: 

B: 

H. M.Jr: 

B: 

R.M.Jr: 

B: 

R.M.Jr: 

B: 

B,M,Jr: 

B: 

H.M,Jr: 

B: 

B. J&.Jr: 

B: 

R, II,Jr: 

B: 

R. ll . Jr: 

B: 

B. M. Jr: 

B: 

102 

Bello 

Bello sir, 

March 10, 1937. 
11 : 23 a . m. 

Bow is it going, Burgess? 

A little better. 

A little better. 

The new bonds are quoted 22-24 now. 

I see. 

And that ' s about the same as last night ' s close. 

Yes . 

And the rest are about the same as last night's 
close and thirty~seconds better than earlier. 

But how about the tone? 

Ah- tone ' s better. 

Tone's bet ter. 

Tone' s better, yep. 

Taking that 23 million out must have helped. 

Awtul good thing - yep, 

What? 

Werked tine. 

o.X. Glad you suggested it. 

Well I think it was right - yep 

Thank you. 

O. E.. 

•' 
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TREASURY DEPART MENT 103 

1NT&flt O,.,.ICIE COM MUNICATION 

llliMORAIIJXI)( Ol" !liB DAY' S J.ctm- o•n Maroh 10 ,19a7 
fUS-- I"<R IWICB 10. • 

1. ReTanu. Legiel.ation 

In an blro.-1 dioouuion at l'IDloheon today Ill' . L. B. Parker 

indioated that &lthoug)l ho •• workinr; a little OD a rerloion ot the 

t u on Capital O&ina, he did not thilllc the tiM •• ripe tor reoo-.s­

ins ozq obanf:• therein. Be felt t!w.t it 'IIOuld be cleoir&ble to r-ot a ll 

t he axoilo t&uo llllloh apire at the cd at the floo&l year, exoept 

th&t he thought • ahould oonaider cether • m&ht not reoo-d or 

toler&te thil eliain&tion of eo• ot the t&uo with -11 yieldo, to "" 

awesate aao~mt or I&J $10 llilliona or tzo llilll ona. Bo thought that 

... oould prob&bl:r bold eoncreu to ·- at&ted &JOO'IDlt or thia aort. 
t"inall:r, hil felt thilt • ._ ·~• ahould be propoaed to the ll>d.iotri­

blrt:ed Pl'otlta 'tax. Bo l&ld lw •• glttlns ~ lettera on the aubjoot 

di,..otly, and that ~ othera were referred to b1a by COUf:l'lll..,., -

ooM of 'IObioh lw to'IDld hard 1>o ana•r• 

I told hila that we ,..,.. atu4;yblc the colo dtuation &nd would 

auallbla dat& 011 the llndiatribul:od Pro tlta f ax u quioltly &a poaoiblo 

art.,. the raturna are in on ll&roh 15th. We ar;reed to set toptbar &r;&ill 

to dloouaa the ler;lalatiYa oltuation about J.pril lot. 

2, Bureau J.411inhtr&tion 

Deputy C-'-811o~~&r Jlu .. all IJI4 bia a ali ot&nt, llr. Shermod, and 

I dilouued &r;&ill the pr opol&la tor ohangoa in the prooedura in the 

Dallao, Son l"''&noiooo &nd third !lew York Dhtriot a, I propoaad aeTer&l 

·~•• in thil drat~~ order• 'IObioh llauu. Jluuell and S!wl'ltOod ar;raod to, 

Tbe:r will prepare 11.aw ardara Ciob will be rea~ in a d&:r or t..,, Wit bopa 

to l.natitota the u w procedure abolrt: April lat, a.tter parao,.l oantora-• 
with the ,.....,.,. aputo inYolft<l • 

.ltt&o'-t 
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TREASURY DEPARTMENT 

IHTCJt Ofi'PlCW COMMUNICATION 

Secretary llorsentbau 

llr. Ru.~ 

O AH 

March 10, 1937. 

Subject1 Luncheon lleet1ng , Wednesds.y, March 10, 1937. · 

Present• Secret«ry llorgentbeu, ~ Eccles, lolr . Coldenweiaer, 
lolr. Taylor, lolr . Bell , 16' .. Haas . 

'!'be Secretary brought lolr. Eccles up to date wi tb regard to the 
relations Of the Treasury in CO!lli8Ct101l wi tJI tJ!e l'rench loan • 

The Secret«ry tben asked llr. Bell 1t be would open tbe diaeuaaion 
dtb r egard to tbe 1aeuance of next ..,.eek1 a Treasury bUls. llr. Bell dia­
cuesed the Treasury balance situation, pointing out tllat at tlle present 
tilte he is illowing me or the 50 1111ll1on dollar issues to be pe.id for with 
bank book credit. He further indicated, however, tllat tllis does not meM 
that the -.hole SO million is pe.id for with book credit because many of the 
banks have excess reserves and prefer to pay cash1 so it works out that 
about half or the iasue ill put 011 a boo): credit and the other half is pe.id 
for with cash. 

llr. Bell raieed the questi011 ea to the destr.billt7 of ~ 
the present procedure for next Week. Arter 8 round table d1'8CII88iOD Of the 

· Subject, in 11h1ch there se•ed to be UD&Diaoua agre.....,t that 100 a1ll1on 
dollars or billa should be i ssued rather than aa.king a change at this tiJIIe, 
lolr . Haas indicated that 1t there was n atrO<Ig feeling that one of the SO 

·million dollar i aauea should be discontinued tor a week , it could be accOII­
plished tli thout 4DJ" adverae effect on the u.rket 1t accompenied by an ade­
quate explanation, auch as larger tax receipts received by the Treasury at 
thi s period. I t waa generilly agreed that no change should be ... de in the 
lliiOUDt of billa iuued next week. At tbia atega tlle Secretary lett for 
the Cabinet aeeting, and aaked 1t we woul4 ccctinue to discuss the utter of 
whether or not we should ccatinue ca the present beai a or whether " should 
illcnr both iasaea to be pe.1d w1 th benlt book credit. 

rt wee brought out in the diacuaai cc tbet followed, that 1t a 
change 1s ude now an explanaticc will have to be g1Yen, and the logi cal 
erplanaticc would be that the tax receipts are aoaonllat larger than we expected. 
HcnreYer, it waa pointed out that, particularly witll a new tax l a w in effect, 
it is impossible to eatiaate the actual diat~ibution of tax receipts OYer a 
period of dsye . In fact in Treasury history the daily distribution or receipts 
baa ab01rn rather wide nrietion cce year with anotbar. I t was therefore felt 

.. 
.... 
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unwise at this period to base any reason for a change on the tax r ecei pts , 
inaeuucb as the early receipts cay be low and later receipt& of larger 
vol=• • CI8Jdna a total conforming rlth our csti.,.,te . Bevertheleas the 
f inene1.al mters lli&bt aaewoe that the Treasury expected larger rece ipt& 
tl'.6ll actually occurred. It was the final eonseoaua that the 100at conaer­
ntive procedure in new of sll considera tions 'OOuld be to continuo next 
1>eek on exactly the sue beds as this weak-that is, one of the 50 million 
dollar issues to contain the benk book credit option. 

Mr . Eccles discussed rather at length his understanding of the 
present price rise , pointing out that a price rise of the present type is 
not subject to control by bank credit. He indicated sever al other means that 
aight be used in controlling a price riae of this t ype. He sugges ted the use 
of obargoes Md reduction in tariffs and the cess.ation of govel'll:llent bu,ying 
ot certain uteriala, etc. He said we hue to meet the question squaraly 
whether or not we ere reti.lly going to aanage our econo!IY or go laieees faire . 
If 'll'e are going on the acnege=ent theory t:e =uat ;>roceed to "'eet situations 
on that ground when they arise. 

~. Eccles then raised the question about the inactive gold, end 
indicated th11t more gold was put in the aotiva account than he anticipated 
would be put thero . Mr. Taylor indicated , however, that thio was the 
arrangement which had been ngreed upon by the Federal Reserve Board and 
Tressury. t.lr . Eccles proceeded to discuss the matter, indicating tha t he 
would like to bave about 800 :lillian or axceas r eserves rather than 500 
:dllion dollars, 11nd alao that 500 :dllion dollcrs rlth the new and higher 
reserve roquire:oen ta aorves as a "uch SI:Ulller base f or credit expGDaion than 
500 :dllion dollars under the previous r eser•e r equire:tents. He stated that 
be thought the Treaaury llight use s.,.., ot the inactive gold end thereby save 
Treasury expense, reduce the public debt, and have a beneficial attoct on the 
aoney market situation. (Both Ur . Bell and I had sooowhat s illilar ideaa 
with regard to this subj ect, but did not raise the question; I t hink the pro­
position has considerable merit. ) I w1ll turni eh you wi th a memors.ndu.. 1n 
t he next dl\y or two in whi ch thin propos Ill will be discussed tully. 
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!.larch 10, lll37 

PRESENT: 

Uexican ~bassador 
ur. T~~,Ylor 

HW.Jr: The S~a~e Departmen~ made an error. I 
asked ~hem to have you come in at 11. 

Ambassador: I am sorry. 
tn a~ g o 1ciock. 

They told me t o coma 

t1.me . 
HU.Jr: Well, I am very glad to see you at an,y 

~baaaador: I received a letter !rom Suarez. 
(He handed HU,Jr. the attached undated memorandua.) 

HU,Jr: I have not seen you tor a long time. 

~baasador: I have been in Buenos Aires tor 
about t our months. 

HU. J r: (Reading the memo) 

•on various occasions the Depart­
ment or the Treasury ot t he Uni ted 
States or America has ottered to co­
operate with the Uexican Government 
in the task ot preventing smuggling 
ot gold !rom Mexico . In this connec­
tion, it M113 be stated that a decree 
has been issued establishing an exemp­
tion ot payment or production taxes 
on t he gold that may be sold to the 
Bank ot Uexico (Banco de Mexico) by 
oomp!ying with the requirements es­
tablished by said decree and regula­
tions thereat. 

•simultaneouslY with the granting 
ot the above prerogative, the Uexican 
Government snould like to secure !rom 
the Government or the United States or 
America the neceesary support to place 
smugglers 1n such a position that they 
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011 Y&rious ooouiona ~he Departmen~ of ~he 

!1-eaaury of ~he United Statea of jmerioa haa offered 

to cooperate with the Kexioan GoYernment in ~he tuk 

of preventing smuggling of gold from Yexioo. In this 

oonneotion, it m&¥ be stated ~hat a daoree has been 

issued eatablish1 Dg an exemption of payment of 

production taxes on t he gold that may be s old t o the 

Bank of ~xioo (Banoo de Kexioo) by oo~pl7ing with 

the reqUirements established by s aid decree &Dd 

regulations thereof. 

SiiiiUltaneously with the granting of the 

above prerogative, the ~xioan Government should like 

to seoure :trom the Government of the United States of 

America t he neoessar.y support t o plaoe am~ere in 

auoh a position that they may prefer to make use of 

the exemption in question, by plaoing in their way the 

greateat obstacles , should t hey try to aake unlawful 

exgorta. 

In Yiew of t he above it is requested that t he 

authorities of the United States of ~erioa dem&Dd in 

all oases :troa whoenr aay 1Qort gol4. :trom lllexioo a 

oert1fioate to aho~ either that the production taxa• 

haTe been aoYere~ or the exemption thereof, 

!be .. xioan Qoyernment Bh&ll appreciate the 

oooparation of the Gonl'llllent of the United Statu of 
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•may prefer to make use of the exemp­
tion in question, by plaoing in their 
way the greatest obstacles, ehould 
they try to make unlawful exports . 

"In vtew of the above it i s re­
quested that the authorities or t he 
United States or America demand 1n 
all oases from whoever may import gold 
from Uexioo a cert ificate t o snow, 
either that the production ~es have 
been covered , or the exemption thereof. 

1 The Uexioan Government shall appre­
ciate the cooperation of t he Government 
or t he United States of America .• 

HM,Jr: I will tell you now, unhesitatinslY, t hat 
we w1llti.O'"ever ytbing we can within our law. Give me 

108 

2~ hours and I will see what we can do , but I can assure 
you t hat I am 1n entire sympathy with you. You remember, 
once before you asked us about smuggling silver and I 
issued special orders all along the border. 

(At t his point, HU,Jr. called in Mr. Graves and 
handed him the memorandum from Suarez and asked him to 
read it.. 

Ambassad6r: (While Ur. Graves wa s reading t he 
meoorandum) Ur. Suarez is coming here next month to at­
tend some conference . 

HU,Jr: Does hi s wife come too? 

Ambassador: Yes. 

HU ,Jr: Where do they stay? 

Ambassador: At the Uaytlower. 

Hll ,Jr: (To Ur. Graves ) I would like to do everything 
I can, within our own law, to cooperate. Several yeare 
ago , when silver wa.s approaching 78 oente, they were wor­
ried about people smuggl i ng and we got out a special o~er 
to our Border Patrol. If we have the r ight to do it, I 
would like to do the s ame thing now. Take i t up with 
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Lochhead, t be Federal Reserve and Cuatoma, and get out 
special ordera. I give you 24 boura on 1t and whateYer 
orders I get out I want to send t he Ambaaaador cop1ee • 

• 
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i01! RZLUSI!I, IIOi!!liNG P4PJBS, 
f;'idAr. llareh 12, 1937 

Preaa ' Se"ice 
Bo. 9-77 

3-ll-37. 

At the reques t of the llexiean dovel"Jlment and rl th the approval of the 

l!'eoldent, Secretary llorgonthau toilll¥ directed Collectors of Customa to refuse 

entry into the United States of shipments of gold from llexico unless the ahi):llent 

l n each ease in aceoopanied by a certifie.ate ahowing that 1 t ma.r lawfully be 

uported from l:exico . ... copy of the ' Secre.te.r.r' • telegram t" eolleetoro followar 

"TO COLLEX:TORS 0\' CUSTOI :s IN TilE OOllTil'X'f.!'AL UNITED S'!'ATl!S : 

Pursuant to the provisi ons of eectlon 8a of the Provi aional Regulations 

issued under the Gold Reaerve Act or 1934, :rou are hereby instructed, ef!ectiTe 

immediately, and regard!eaa of whether said Re gulaticns are otherwise complied 

tb , t o r efuae entry into the continental United Statea of I!Old 1n an.r fora 

(Including gold 1n ita natural s t ate) e;q>Orted from llexieo, unless there is filed 

wlth ycu a certificate, 4uly cert ified by an officer of t he llexiean Government, 

to the effee t th9.t eucb goU waa or ma.r be lalofull.J' eXJl(>rted f rom llexico. 

However, theae inatruc t i oua do not app~ to 

(1) "labrieated rold0 aa defined in aaid Gold Regul.ationa. 

(2) J.rq subs..nce, including gold 1n ita natural ate.te, 

which yett are sat1af1ed, IU'ter the filing of an 

aP',>roprlate affidavit b;y the importer, doea not contain 

aore than 5 tro7 ounce• of fine gold per abort tOll. 

(signed) 'lDI!T MC!!G!In'lW1, Jll, 

SJXllt-:TART 0? Til» TRJWitmT. 0 

111 
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Bureau of Cuato. 

,. .. , 0,,. A&ency Service 
SuF•rvioiog Cuatama Agent 

4ro Cuotombouoe 

The Commiss ioner of Cuat~, 

(InvesticatiT& Unit), 
Treaeury Department , 
l aahington , D· c. 

Sir1 

~- I C:.- J 1 

!here are f orwarded herewith cor tes of a report in narrati.., &Dd 

sy ll.nbue form, addreued to t he Col lector of Cuotoma under even date_ 

dealing with t he aebure of S99 - 5 tael tina of prepared sliiOking 

opiQII found on board the British SS T.lnA!!K on lo!ftrch 6, 1937, which 

seizure led to t he arrest of four oriental members of t he crew ;- tbe 

carpenter, boatawain , 2d boatswain and storekeeper, and also in the 

arrest of 111111am Bonand, the contact cen between the !Oel:lbara of the 

crew and t he Chineae intereets for whom he wna operatin~t , to~tbtlr 

with Dominick Buda and '1'1z io Butta, brothero and rher junlcmen, who 

were in t h is inetanee and unquestionably in the past used b7 Bonanli 

in landing narcotic drugs in their Junk boata from nasels in th1e port. 

lie a re not in poueaaion of sufficien t erldence at t hia time t o 

warrBnt the arrest of the Ohineee principal to whom thb opium was unq.,.,l­

t1onabl7 consigned, one Pung See Too, alias Lua! Soo, who our investip­

tion definitely establ ished baa been in direct contact on numer ous 

occna1ona durine tbe past three monthe with Bonanzi, both on the 

telephone and in pereonal contact . 

Under date of Nonmber 9, 1936, a cablegram wna forwarded direct 

to the Treaaur7 Attache at Shanghai , China, advioing him of t he seiaure 

and ot t he statement made by .lh -.n, the ship'• carpenter, to tbe effect 

t hat be waa work1118 for one llong Cheong of ShBngbai, from whom be was 

to receiTe c~panoation for hie eerrlcee upon h ie return to Shanghai , 

and the further otatement that the so-called delivery order, which wa.o 

found in hie poooeaeion , was given to him on board the T.A.'!ERIX by 

Chan& Q!11n while tbe veuel .,.. in tlw Yupte Poo Drydoek in Sh•n~1, 

,fuat prior to her sailing from that port on Dec .. ber 8, 1936. 

In connection wH h thio oeiaure, it 1o intereotin« to note that on 

l.!onday enning, },!arch 8th, I heard broe4cut o..,r the radio an anncnmee­

ment to the effect tbat oome ?0 odd tine of omoldn« opium had been eeiaed 

upon tbe llritioh SS JOSSIIBA:Bit at Sbanpt on tbat da7 in tbe poouodon 

of a Chinamen -d lion« .. thie ,. .... 1 wu about to oail tor Wew York. 
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'rhe IOSSID.t.NX 11 owned and operated b;r the l!ank Line, Ltd. , 

who are alao the ownen of the SS TAYB.U!lt, and it would t here fore 

appear that •e~eela of t hia line are being wsed extensively in the 

am'W'g ling of amold..ng opi~ out of Sbanpi and it 1a our intention 

to ba'fe our enforeement officere concentrete their e!!orta in eearcb­

i ng the 'f.)leole of thb line. 

It might be otated that t h is caae 1o indirectl:r an outgrowth of 

the eo-called l!orria Scholtz, et al cue in that cmring the courae of 

that 1nveoti~t1on oue John Cilputo , an ex- bootlegger and ri•er Junk­
man, wD.B brought in for queotioning at t ht\t time and cbring the courae 

of h h interrogation by agento of thio office and b;v Aooietant tJ, S. 

Attorney Jooeph p, l!artin, be info,.d WI t hat !lillie llonand wao 

operating with the Bud& brothera in landing opium from ah1ps arri'fing 

at New York from the Yar Bast for delinr:r to a Ch inaman in !'ew York 

whose identity he did not knOll'. 

Cilputo, ao :rou ba•e been prerlouol,y adrleed, was oubeequent}Jo 

placed under arrest in New York upon infonnation f'llrniahed b)' thh 

office, which was den loped during the course of our inveatigation , 

and h now being he l d for extradition to Trance, where he has been 

con'fieted of murder and eaeaped a f t er h ie conviction. 

The aucceaetul culmination of th1a caae r eoulted from i ntenai'fe 

wire a uperrloion and eurveillance over Bonanzi from November 24, 1936 

114 

to the date of t he seizure and arreato . Severa l members of t be Col­

lector'• and Sllt"fe;ror'a office, together with two Customa Patrol In­

specton , we r e ws ed continnally on this wi re eup.rrldon and eurve1llance 

and it wee due mainly to their conecientioue efforto that t h io office 

waa able , from the reporta oubmitted by them, b;v a proce .. of elimina­

tion , to identify the SS 'U'Il!ANX ao a naael UPOD which there wao un­

doubtedl:r opiua which would be Mcloved from the ahip b;v Bonand md 

hie u sociatea. 

Our 1nveat1gation will be contiiiUed with t he obJect in rlew of 

obtaining additional eTidence to br ing about the arreat of t he rece i ver 

of t hia opium, Pung See 'l'oo, aliu Lum Soo 

Reap.cttull,y forwarded, 
Appro'fld.: 

L • ll • BliiAN , 
Acting Supenialng Cuat.- .&«ant • 

.Jn/JJl 
he loanre 1 

2 O:r•· Report to Collector 

Reapecttull:r , 

J • 11 • ROB.IR'l'S 
Cuotoma .A&ent, Yn Cbarp, 
S~ling l~atigatione. 
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..,, t <X:>A ~DCf $erY1C. 
a noer·T1t 1nt; Cut t00111 .t.«ent 

Cwoto:=hoUII 

'!'he Collector of Cuttoma, 

New York, Jl, Y. 

Slrt 

m:1l tolllt. !I 0 y • 

l&arch 10, 1937. 

P1ea.ae be adnted tbat on llonmber 20, 1936, tbi.• of !ice ...­
ce1Yed i nformation to the effect that lillia= !oD&DSl of 343 - 62nd 
Street , Brooklyn, 11 . Y., •u aet1Ye1;y enfCII&ed in re!:loTing narcot1e1 
fro:o varloua vesoels at t h is port by the use of amall work boata 
(JWik boats). Suhaequentl;y &dd1t1onal 1nfo,....t1on wa.a reeehed to 
t he effect thftt Bonand wat uahted in thie tONggling by Domlnick 
and Toi:JlG' Buda, who owned a work boat whleh thay kBpt at the toot 
of 16th Street, Brooklyn. 

'!'he original information definitely a tated th&t Bonanzi h&d 
received a h&lf of a Bongkong dollar' which waa to be woed in iden­
t1t'ylng him u tha party to r'ece1Ye ~ Or' 400 cane of opian which 
wer-e concealed on a ve11el which h&d tailed from China and wat due 
at t h ia port between January 26th and 28t h. 

Invettlgation of !onansi developed that be res ided at the addre•• 
mentioned and that be apent 11101t of hie time at a place known aa the 
Srrie Cluh, 88 "aaM~on Street, !lew York Cit7, where be conducted 
a boolooaldng bueine11 . 'l!le telephone at thia ~~ ia Boor ling Green 
9-9456. SUpern.aion wu placed onr thil telephone on 11o.,.,.be,. 28th 
b7 thia office . On'varloua oeeaaiont conver'lationa were had between 
Bonand and one Lum Soo, which defin1tel1 indicated that llonansl waa 

us 

in fact engaged in bandl1nc narcotic• · On ~rOWI oceaaiolll BoD&Dsi 
waa troalled, aeveroal timea to the raaidenee of Lum Soo at 126 Jut 12th 
Street, New York Cit7• 

On one oecao lon conftr'lation deflni t el:r lndlcated that l!ollftnsi 
had obtained a can of opi..., trora an unlc:ooWD lndlyldual and delinred 
l&me to anothar Wlknown ..., who met b1m b7 arrangeiD8nt 1n fr011t of a 
reetaurant on 11ett 48th Street. Thil ••tint; waa obaernd b;y teveral 
apntt of t his office. lfo action waa taken at tbi.o tt.... aa the tele­
phone con•eroeat1ono indicated that he was in pouaodon of tome llvantr­
••••n cans and it was de-d inadviaabll to me.ke &llT ..,.....t Cll that 
occaaion aa 1t was felt that it would be IliON beneficial t o thlo offi ce 
t o effect a oei.SlD'e of the aenntr-aavan cca of opi- in which hi had •o• intereet. 
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SuperYition of the telephone Bowling Green 9-9456 on February 
24th ohowed thet at 11:::10 A. U. Bonansi be4 a convel"'&tion with an 
unknown"""' to the effect thet he would 1111et him at 7:30 A. II· on the 
!!:orning of J10bruar7 25th. n>ring t hia connroation 11111nt1on -. made 
of the bat ter:r in a boat which waa out or orc»r. I.e a reoult of thie 
converoation :Bonanzi'a retoidenoe waa kept under auneillance earl,- the 
morning of the 25th b7 OUitoma :Border Patrolmen D!lniel O'Leary and 
Petero and Customs Guard Jhenberg. At 7:::10 A· w. :Bonansi waa obeerved 
leavin& hie home 1n hia Pl,ymouth Seclan, w. T. State Licenae No• 4-X-
8996. He proceeded to 68th Street between Shore Boad and Owl'• Head 
Court, where he ~!Qid hie car. At 7:40 A. 11. he left hia car and 
hurried to the 69th Street J'erry pier, Brooltl7n , where be boarded a 
work hC>at (junk boat), in which there were t wo other men. '!'bio boat 
bed just pulled up to the bulkhead of the pier• I..,.,d1ete17 upon 
llonanci honrdillg the boat it l ef t t he pier and headed in the direction 
of Staten Illnnd towarde Tompldneville. At about 8 :10 A. 11 . thio boat 
wu aeen returning to the aa.w pier . 'l'bio time it atopped at the 
ohore end of the p ier and llonand waa oboerved leaving the boat . He 
had no pGCkage and nothing waa obeened in the boat. '!'be - or ,.,.,... 
her of the boat eo11ld not h e ueerta.ined trom the location where the 
cuatoca men were etationed. '1'be boat waa t he usual type of junk boat and 
waa pointed a 't'eey dark: ua:r, almoet black:. :Bonanzi proceeded toward 
his ear 11nd dro't'e hack to hia home • .t.t 9:::10 A. 1.1. t he same day be waa 
observed leaving hie home in hie ear and proceeded direct to 88 Weah­
ington Street. 

At 8 :45 p, )!, February 25 , 1937 auperYhion of the telepbona, 
!forth 2-8862, located at 69 Nott Street, registered 1n the lll!me of 
the llanlc1ng Com~, ohowed that a telepllone call .,... ""'- from thio 
mnber to the telephone llowlillg Green 9-9456, which 1a the telephone 
located at the Syrien Club, u followe: 

~n - 'Hello, ie - er de Willie t beref 1 

l.llln - 'Just a moment . ' 

Willie- 'He llo.• 
llan: - 1Rello, 111111•· ' 

llillle - 'Yeah, well Uoten oee I can ' t do nothing 
till it CCIIIMII hack:1 • 

Wan - 'When it come back:f 1 

l!illie- •Well, it'll be back next week - She goeo 
_.,. 7ricla;y, oee, tomorrow a nd abe 111 he back 
'l'bllreda7 • • 

W...- 111o, ebe '• gonner oai l fburoda7, waan 1t itT' 
'JUlie - 10n the 6th ohe oailo· ' 
W... - 1S1x, •bat da7 ie tbatf 1 

Willie - 'Well ohe will be back three da7t before tt..e.• 
Wan - 'lh&tf ' 
1111Ue - 'Sha will he back three da;rl before time. 
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Wan - 1 You better boep :vour 878 011 t hat, huh?' 
'Ullie- 1Don1 t worr7 about that - lean it to me . ' 

Wan - 1.Ul right. 11 

u a reeult of thio con'l'8reat1on a check •u made of the •enele 
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in port at that time and in t he proc H e of elimination it wu belined 
t hat the • euel which was being referred to might poaaibl;v be the :Britleh 
s /S T.U:BANK then moored at Pier 19 Staten leland· Thie neeel from that 
date wao collllt ar>t l ;v kllpt under eur...eillance b;y enfore-nt of tic e re, 
epecial inetruetiona bei ng iaeUAid to the enforcement bureau of the 
Sur...e:vor'• office to be on the alert for an of fehore deli•er:v •1& a work 
boat fr0111 t h is Yeeael. 

On J'ebt'Ua17 27th this Y8eeel eailed fro Baltimore and returned to 
t h ie port on l!arch 4th , docking at Pier 4, J.rov :!aee, :Broo~, lf, y, 

On Wareh 3rd t he followin« quoted eonY8reati on was beard on 
!onand1 e phone at 2:39 P. v. between !on&Mi and an unknown-..: 

"'lan - ( elow talker) talb to Willie. 

Willie - 'It didn't come i n ;yet . It won't be i n 
until t CIOOrrow.' 

Wan - 1 Tea , but -' and ie i nterrupted b;v 

Willie - 1 Don't worry about it , :vou leaYe 1t to me. ' 

Bang. up reeei•er - conYereation wae a brupt.• 

It will b e noted that thia eon•ereation ie to the e ffec t that 'It ' did 
not CCIIDI 1n 78t and would be due t ocorrow. !onand adrteee t he unknown 
pert:v DOt to a orr:v about it ae be would take care ot it. 

u etated abon tbe S/S u num: arrhe<l at Pier 4 , ~ :B&Ie on 
Vareh 4th . 

On Wareh 4th at 1:23 P. u. , t he f ollowin« quote4 eonYeraation ·wu 
heard bet•een an unknown man and llonansi o•er :Bon&Mi ' a t elephone: 

'\tan - (With accent aake f or Will ie). 
Van - •Hello , llill, lfbat de :vou know!' 
1111lie- ' It come 111 to-4a)'. t 
Man - •nu - eu1 or euch , eh7 1 

llillie- 11 1 11 take care of it tomorrow'• 
Wan - 111ell, :vou know be 1a goln« ...,~ tomorrow•. 
Willie-' I know I •ill take care or it tomorrow' . 1 

On llarch 5th, tbe following eonftnat ion wu beard betw .. n '!o-.i 
and an unknown man oYer :Bolland 11 telepbone t 
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lo!llll 
Bonansi -
lo!llll 
Bonansi -
llan 
:Bonanli -
llan 
:Bonan&1 -
llan 
:Bonand -

111111 
llonaosl -
II an 

- " -
'Rello Bill (wit h toreicn aceeut )• 
'I waa there thia IOOTDlD«, t-rrow aure . Be 

weut onr to Stateu Ialalld.• 
'Teo------ ( Iuterrupted b7 Bouanzi) ' 
1l!e moTed, it '• uot av t1111lt, be Jmow1 • • 
'Did ;vou see the meu? 1 

•sure•. 
1He aaid tomorrow at 12•. 
'No , not until Suuda:r·' 
' :But , the papar oaid aailod Sunda3'. • 
' Tea, me;rbe touisht or tomorrow.• 
' Sure? • 
•.u Uateu , what are we bab ieo? I can't 
tell :rou ner;rthizl«·' 
' I know he'• soill« .,o:t·' 
•.Ul ri&ht, loaft it to •·' 
'B7e - b,.•. • 

A«aiu at 1:59 P. 11. , the tolloorizl« eounraation wao beard oftr thio 
telepbon., between :Bouansi and the oeme man who phoued him at 11:38 .t.. 11-r 

'\!all 
llan 
II an 
!lillie 

II an 
111111e 

1111111•7' 
'Tea. ' 
•see; called up to remiud ;rou.• 
'I couldn't talk with :rou this morui~. '!'he 
ahip went over to Staten Ioland, couldn't do 
an:rthlD«• She 1 11 be there at 3 o'clock thio 
a.tteruoon. I wu there thia morn1D«· I will 
be there at 7:30 tomorrow mornizl«. I could 
not do an;rthlns, ezpected to do enr;rth ins t bia 
lll<>rnizl«. I went o'ftr t h1a DX>rnizl«. • 
1Haft 70U SQt plent;r Ot mone;rt I 
'Teo , I got plent;r ot DX>nq. I be...., • t touchet! 
it. It 1a u :ron &a•• it to me. It 11 onl;r ten 
minute• work. t 
1I know. • 
•s .... tt-a • ..,.thin& pta in the wa:r, eo ;rou 
can't 4o it . Don't worr:r'· • 

It m1cht be atatetl that the SS Ut:BA!fl: returned from :Baltimore and 
arrhed at Pier " J..rtq :Sue, :Brookl;rn, at 2:50 .t.. 11., llareh fth and lett 
at 3:45 p . Jo!., the e- c1a:r tor the Pluter 111111, !lew :Brighton, s. I., 
arr11'1D« there at about f:45 p. 11 . and lott there Karch 5th at 6:00 .t.. 1. , 
tor the J'ord plant at Jacwwater , II'. J., a.rr1•1D« there at 8:20 .A. 11., the 
•- da:r· !be YHoel lett ldpwater at 12:00 !loon llareh 5th and returned 
to Pier f J..rtq :Baoe the •- c1a7 at 2:00 P. II· 

In dew ot the tact thet :Bonand atated 1u the lut quoted telepboae 
con•enaUon, llareh 5th, tbat the Job would oDl:r tab ten ainutea and be 
would tab care ot it on the 110rninc ot llareb 6th at 7:30 .t.. II • , ~ 
menta were -de to keep Bonansi UDder obeerfttion on llareh 6th. 
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At 5:15 ..l. »· Customs OUArda H. Rortt eh and 1!. J, h rrut;1a , who 
ware atationed on the open pier at 62nd Street, Broo~, Jf, t ., o'o­
aernd a """'• later identified aa Bcmand at the river end of the pier. 
l!oll&lld wu next oboened at 7:12 J., v. b:r Cuato"" Guardo l!liaenberc 
~~ond Sml!.aaanow laaving hie home , 343- 62nd Street, :Brookl.7n, w. y, , 
in hia Plymouth Sedan, llew York State regiotration 1937 - 4-X 8996. 
He w~~oa followed b:r the above guardo Md proceeded to 65th Street and 
4th Avenue where be purehaaed guo line. He then proceeded weat on 
65th Street to the Army Baae, driving in the 58th Street entrance, 
circling around in front of Pier 4, Army :Baae. He waa then observed 
proceedln« down let Avenue to 52nd Street , where be t urned in beadln« 
weot. He pnrked his car on 52nd Street and be waa observed walking 
do• n to the river end of the 52nd st. pier. He waa dreoeed 1n old 
clot bea wearing a black leather jerkin and a cap. He remained at the 
and of t his pier for approxl.matel:r fort,.-five minutes. Daring t hla 
period of time there waa observed b7 CWite>~M Guardo Ziaenberg and 
S.,..asiUI011 and the und.ere~ed a work boat pua close to the end of the 
52nd Street pier 1n the direction of the SS 'UTBAl!lt which waa anchored 
a t the foot of 58th Street. 

At about 8 :15 Bonanzi walked up towarda the street end of t he pier 
nnd when about half way up wu approached b7 OWl toms ..lgent Guilfo:rle, 
in the presence of several of t ho other cuatoma officer s , and queat ionad 
aa to what bua i neas be had on the pier. He stated that be WIUI wai tin« 
to aee a fellow . Asked who the tallow was he refused to ~rive an:r infor­
JMtion. He waa aeked what hi a 1111m1 waa and he said •John • . ~ationed 
further as t o his laat name be atated '"'1ll1ama • . He was later quea­
tioned aa to t he automobile 1n whi ch he arrived i n t he vicinit:r and which 
bad been lett approxiJ!lBtel:r 500 feet from t he llllld end of the pier in 
52nd Street and atated that it did not belong to bim. 'l'he key for tbla 
aut omobile waa found on bia peraon, and be waa then informed that it waa 
our l<nowlec!t;e that hia correct """" .. wae William l!onand which be den ied. 

lloDIIllsi'a person waa aearcbed b:r the undersigned and 1n the pocket 
of bia ahirt there were found twelve One Hundred Dollar billa, and i n 
hia right pants pocket tbere waa found $195 1n bills of different dan.­
inationa. A alll&ll envelope with Chinese charaetera conta1n1ng two 
pi ecee of paper bearing Chineae character• waa found on hie pereon b:r 
OWl toma Guard Sml!.aeanow. Smaaaanow had obaorved him ren:ove t h ia paper 
f rom hie pants pocket to hie back pocket and when Guard Smaasanow wu 
remo•ing this en...,lope from hie back pocket Bonanzi resiated. 'l'be 
Cbineoe characters on the outaido of the envelope were subaequent l.)o 
trnnslated as follows: · 

''Deliver to Jh Nan ('l'am Nan) •. 

The amall piece of paper , translated reado aa followe: 

"Upon presentation ot the paper pa:r .American 1:10ney 
300 equal to Sl!.10ghei mOIIAIY 990• , 

and wu dated Dacemb•r 6, 1936. on the reftree aida of t his peper were 
two Chineee charaetere 1n purple read tng: 
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1t •l<rbt be etatod tbllt the word "Cbooac• 
le tter• on esch t in of opium eont&l ned 1n 
ucept ion of ten t 1111. 

to lmproooed in ra1ood 
this oehure with tho 

Tho otbor Pf\plr when tranolatod wu ao followu 

I oond 70u be.....,ith $1.200 to be clooll•ered to 70u 
poroo•ll7 'b7 tifT friend . 'l'bo root of cone7 oball bo 
oont to you ri&ht after tho buoinooo lo O. K. Ploaoo do 
not worry about It and arr~ t~~ t ranoactlon with tifT 
friend without fall. 

1'U , .. bg.• 
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lt a~t be otahd that t he """"' 0Tic 'fM" a ppoarlac 1D paront heolo, a.n4 t be ftll!ltl!le •,Ah Nan• la abo• n 1D J.h Ntm 1a att~J~:r.en ' a dhcbarge 'book& I 
boins Aloo uood by him. 

At about 8•30 J., !.! . ~nt Hunt oboornd a ford aut01:10bllo, ba&riD& 
Ucenoo 6-! 00-36, ontor tho 52D4 Stroot pier and oboonod a man loa•-
11111 tto car Md wal.kin,<: in tho dlrootlcn of tho riYor on4 of tho pier. 
Ho wao oboonod b7 J.&ont Hunt t o waYO hlo hM4 t o a can wbo wu ote4-
l nc on tho end of t be pier. '1'he """' who wae otandlnt; at tho end of tho 
pier •a.e CU.t~ l)uar.d L!. J . :rarructtia. who wu wearing '!onansl 't leather 
,._.,l<et and cap, llonanai haviac In tho IIIOMtlme boon ploco4 under arroot . 
hrruc«la -• ploced In thla politlon on tho pier, woarln& llonanll'o 
clothlac u It w"" folt that t ho two ...,n in the work boat would ondoa.,.or 
t o contact bl.m 1f tho7 fa1lo4 t o mut blc at a prohab\7 4eelc»Att4 ploco· 

Cuota:oa OUArd Jllrru(&la aloo oboenod thlo IDIID ·~ towardo hiD! 
and _.,..d to him and hoard bl.m oay "'!ello Willie•. Th1o lllftD wao otopped 
b7 ~ct Huot and quootlonod by hiD! and a fffff minutoo later b7 J.&ent 
Cll11lfo7lo, to whom ho otatod that be wao down on tho pier t o ooo a 
friend. of hia to try to 'b1q tc.me ol4 rope . Re wat then queat1one4 &I 
to wt•tber b owno4 a motorboat or not and be otatod that be did and 
roacl.l4 1Dtc hlo olothin& producin& CorUflcato of bard of lhlDber , 
looued at !!ow Yor k , clootod April 25, 1936, COTerl.nc a work boat, boariJl& 
So . 10-0-001 In t ho ,.... of Daminick l!Utto , 53? - 49t h Street, :Brookl7n, 
J . T., \ot;etber •ltb eenral reg1atrat1ona and operator'• liceuee in 
HA -.e of llominiok l!Utto , the moot recent bol1111 for a 1937 ford car 
bearloc llffff York Rochtrat1on 1937 - 2-K- 99-78 . It wae then 4ofln1tol7 
•• tab Uobed that ho WM Dominick :Butto, who wu known b7 thlo oftlco 
to t o an uooclato of William :Boll&llsl· But to wu plocod uncloor ....,...t 
o:>4 confronto4 with Joll&Dd wbo _. holac 4ota1nod en tho ...,.. pier 
""' oacl: denied knowln& tho othor • 

In tho ...,tto. tho car which wu uood 'b7 Jonansl to r-h tho 
plor .,... plocod under oo louro. 
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J.t about Bt 31S J.. 11 . Ouatoma Inapecton Harman Lipek:i and John 
Rorke , and the underol.«ned went on board the SS TJ.lUl!X to endea'for 
t o f ind the opium which ,..... beliend to be etill on board. It hod 
been aacertained <blri"i': t he courae of t h ie inftatigation thot t he 
crew cona ieted of one Chineee , who wu the eh ip1 a carpenter, and a 
aumber of Ita~, t he officere on board all being Englieh. 

Upon iclentif'yillfi ourael,.,. to the ~~~&ater of the ftUel, captain 
J. Roberta on and the Pier Superintendent who wae preeent , captain 
J.ndoa , they were Wormed that we Wiebed t o interrogate the ebip '• 
carpenter, who we belie"Oed wae in poueuion of a larp quantit:r of 
opiuzz,. Tbe:r were informed tbet our belief wu eubatanti&ted b)' the 
fact thot we had juot arrested a man aehore who had in b ia poaeaaaion 
aenral piecee of paper bearing Chineoe cb&raetera. 

J.b llan , the ehip'e carpenter wao located and queationed b1 Inepec­
tor Lipeld , Inopeetor Rorlr.e and the underoi«ned aa to the whereabout. of 
t ha opium on board the 'feaeel. J.tter oomo ten minute• of interroption 
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he indicated that t he oecond bcatew&in, later identified u Ocar Bin Oeni, 
could t ell uo where the opium waa concealed. J. eearch of J.b lian1 o penon 
renaled in hie ohirt pocQit a part of a Chineae nenpaper • herein there 
_.ere found two amall piecee of paper bearing Chineee cbaraetera. Tbeae 
pepere were i dentical with the emall paper found in t he ennlope on t he 
peraon of Bonansi . 

The aecond boatawain waa located on board the ve .. el and after 
aome fifteen minute• of queetionillf; h8 atated that the opium wao con­
caaled in the dunnage e tore room in the after hatch. The Chief Officer, 
R. c. Jonea , wu then directed to haft the hatch co'fere to thio batch 
reJOOved. The aeeond boatewain wu directed t o enter the hatch and waa 
followed b:Y the undersigned and J.pnt Oordon H· Pib, who bad 1n the 
ceantl.me joined uo; the eecond boatewain remoftd a lllllllber of can'l'&l 
terpeulino atored on t he port si&o of thie betch and fl'CIIII underneath 
he showed t he un&oni,;ned .,., of t he bago. 'l'bia 'bag wae remcved and 
found to contain 6-tael tina of opillll• Subeeqnent 1)' four other ~, 
one of whi ch contained two amaller 'bap, 018king a total of el.x bago, 
all containing 6-tael tina of prepared amok:ing opium, were found and 
removed. 

J.b Nan, the ahip 'e carpenter and t he oecond boatawain were interro­
gated and tbe:r 1nvolved the atorelcoeper, Sainee Bin Raaep and the boato­
wain , !echil Bin R&ooen. 

Some twent)'-aeven .-nbero of t he c rew were brougbt to thia otfice, 
i ncluding the four menUoced above. Bonansl and Doainick Butto wU. 
a lao or&ored brought t o the Cuotomhouee, toptb.r with the aut...,bila 
which bed been uoed by BOU&Dlli t o ri&o to the pier • 

In the meantime cuotoma otficero att110hed to the ltnfore-t Dl..­
bion aeised a work boat bearing l'lo· 11>-G-302 at 16th Street and Clclttan\111 
canal , the motor of thia boat be1.ng ot111 wa .... when picked up 'b)' the 
enforc-nt off1cer1 • 'l'bia boat 1a regiatered in the ....,. of fiaio 
Bucl& of m Sackett Street, Brookl)'n, N. t. Wh1le the cut ... officere 
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wore oxamin~ t h ia boat '!'ido Bucl& approached and waa aleo placed 
under arroet by Custom~ Ouard J , Von Pelt . 'l'he au tomobile rog1etored 
in his name which wae on the preaieee at the time and which lad boon 
ua od by him to drin hie brot her, Dominick But to, to t ho !52nd Street 
pier to contact Bol11Uld, waa aleo placed 1:111der eoil<Ure , th.ie car boar­
in~t liew York State 11conee l!o. ~~ 9()..35. 

Willie= Bonansi , upon being interrogated at tho Cuatomhouoe, 
refused to etate from whOIA be had rocoiTod tho on•olopo contailliD« 
the two popora with tho Chi neae oharactora and etated t hat t ho money 
found in h11 poueadon waa hie oon. .bide t'rom t h11 not hi n« of aey 
importance wae denlopod by tho i nterrogation. 

Do~iniok But to and '!'izio Bu4a whan queationed denioe having &n1 
knowledge of tho opium and nothi lll: wu denlopod from t heir queationiDg· 

All llan, t ho ahip '• carpenter , waa interropted t hrou.ch an inter­
r ogated t hroU&h an interpreter, !'on« l!ar , M d etatod that the opi'UIIl 
• aa placed on board the weael at Shlulghai while tho Te81e l was at the 
Yangtae roo Drydock, and that tho two al1pa or popor found on hia per­
eon had boon g iven him by Ch&Dg Quin , a 23-yes.r old watc~ omplo)"od at 
t he dr)"dock; that upon hie return to Sbanghai be -• to recoin $1.00 
per tin from 'fong Cbeonc , tho manufacturer of the opi 11m in Shanghai; 
turther, t hat while the SS 'U!BJJII WM moored at Pier 19 , Staton Ialand 
on or about JllbMlary 26 , 1937, onrly in t ho morn1Dg , a junk boat came 
alongside t ho vessel with throe men in it. 'l'hey informed him that they 
would be back that oTening to r amo•• the opium from t ho TOIIel· 'l'hen 
ogai n on t ho morniDg of l\flrch 6th at about 6:00 A.. 11 . the ,...,. boat ap­
proochod in the rtcinity of tho ftTlWfX with the aaoe throe ..,n in it, 
one of t he three men informing him that t hey would be back t hat aven ine 
at 10 :00 p . lo! . to talco tho opium. Be wae confronted with William Bonand, 
'1'1zio Bucl& and Dominick Butto and he identified all throe ae being the 
t bree men in tho Junk boat on both oeeaoiona , and turthor identified 
BoDBDz1 aa t ho """' • bo epolce to h1m abou t r81110Y1Dg of tho opilliD. He 
""' brought t o t he :Barga Oft1eo and ebown '!'isio ~·• boat and aleo identified t h ia boat ae being the boat used by t ho ..,n on bot h oeeaaione. 

Keeh11 Bin Haeaen, the boateorain , Omar Bin O&ni, t r.e oooond boato­
wain , and Saineo Bin Bllup, tho atorokeopor, upon be1Dg interroptod 
all atated that they had been a pproached b7 A.h !!an, tho oh1p1e carpoo­
tor t o aaobt him in unlading t be op1UIIl and that they were t o recoin 
! r om t ho carpenter $3>.00 each. fhe7 • tatod turther thet they were 
pr eeent on t he deck of the ateamehip about a week ago when t ho Teaeel 
waa moored 11>t Pier 19, Staten leland, Md that early • morniDg a J1lllk 
boat e- t<longoide with three •n in it and had a eonwreation with the 
ohip '• carpenter , A.H !l.UI , about talr:ing the opilliD; that the7 all throe aca1n aaw t hio •- boat with the ,.,... thr" .. n c.,... alonceide tho 
SS 'UtBJh'X aarly on the morntnc of ~!arch 6th and thet they beard one 
of tho throe men !:en a eonnraat1on with A.h llan, the ehip1o ea..'"ponter, 
about remo•ing the opium and adYhing that they would be back thet •­
ni~t at 10100 o'clock . All three were confronted with Bonanli , Butto 
and Bucl&, and tho7 all i dentU'ied them ao heine the throe •n in the 
boat on both oeeaaiono, fUrther ident1!Ting Bonand ao t he •n wbo did 
tho taWng to A.h 1!&1>-
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A copy ot each of the atat emente taken trom the four member• 
of the crew of t he SS 'l.'J.lB.AliX, and the other three detenclante , 
Jlonanzl , Jlut t o and l!uda, 11 enclose d herewith. 

The aeTen defenclante were arral cned before o. s. Comm1ao1oner 
l!&rtln c. lpateln 1n the !lUtern Dhtrict of !Jew York on !£&reb 8th 
charged with Tiolationo of the NazocoUc ll1"ap Import & !:xpcrt Act 
and \'itle 19, Section lS93 of t he o. S. c., and relliiUlded to the 
Federal Bouae of n.tention 1n tbia city i n default of ball aa tollowa: • 

' il1iam Jlonano1 ---------- $75 ,000. ­
J.b tlan - ------------ 25,000·­
leehll Jlen Baoeen ------- 25 ,000·-
0mar llin Geni --- - - --- ---- 25,000.­
Sal nee llin Baaep --------- 25,000.­
Doml nickllutto -------- 10,000.­
fi•io Jlude ---- --------- 10,000. -

Hearing waa oet tor l!&reh 16, .1937. 
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A check of the finr,erprlnt 1clpreoa1ona of the aewn de!enclanta made 
at Police !!eadqU&rtera, New York City, dioclooed that llonansi, Jlude a n d 
Futto b&Te paat crimi nal recorda, which are quoted below: 

"WILLIAM l!OllJ.liZJ AUaa lflLLIAII BOIZJ.Xl 

6/4/17 ae ll1ll1om Bonanz1 , ll'kl:rn · Od. lArceny on 7- 2-17 , J!ltlclooalle 
Ialand Panty. J udge l!.ay. Oft. Jleatty, 155th Pet. 

11/26/25 1f1ll1om lloiiAZIIi, llanh. Att. Forgery.On 1-6-26, Indefinite 
teN, ! laclooella Jaland Penty. Ott. l!cGenn , let. Sq. 

10/5/25 111111am !onanoo, B'kl:rn· Pet. larceny Convicted 1.11 Spec. 
Sau. ct. B'kl:rn· on 1- l.a-27. Ott. l!annick., 66th Pet. 

3/6/37 1f1111am Jlenand, B'klyn. Smugglin« Oplom. Off. o. s. 
Cuatomo Act• • 

TIZIO l!ODI. Alial TIZO BOlli. Jl0f()6 

11/13/36 aa \'iao Bud&, Jera ey City, IJ, J, Die . Pen. ( Lolterin«) llo 
f i nal diapodtion at preoent· Ott • S«t· l!eglone, lllsJlt 
Sq. 

3/6/37 'l'ilio Bud&, B'kl:rn · Smv...gll.nc Opilll:l orr. o. s. eu.t .... Act•· 

10/10/17 aa IbcJ.nick l!utto , ll'kl:rn• Burglary 4 Con . Weapon. Diacharged, 
II~· Re1Uo1de, Oft• Behan, 145tb Pet. 

6/':IJ/19 Doal.nick :But to , l! '1<11'1• Jlangerouo lfeapon. On 9/22/19 , 
dioch&rp d, Judge Dilce, co. Ct· Oft. Ternan, 9let Pet. 
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9/26/36 Domini ck :Butto, Tcmpk11lnille, Staten x.. Gd· Iarc.n;r 
On '2--28 /27 , D1acbar~d, Juclp 'rierDan, Co. Ct. Off. 
Gr~, 66th Sq• 

4/2/36 Domillick :Butto , :B'~· :a.c. Stoan Goode -On 4-l!0-36, 
Diacbar~d. Vgt. Solo::>OD, 6th ct . orr. wcx.r:ma, 84th Pet. 

3/6/37 Doailliek !utto, :a·~· SaNgliD& Opi-.z:~. orr. o. s. 
cu. t oao. Act •• 

~t a conference held prior to the arrai~t or the de!endanta , 
between agente of th1o office and Chief .A.aaietant U. S. J.ttorne;v Harold 
0 IJloughert;v or the !aatern District or !few York, it waa decided b;v 
hilll to present t h ie cue to the Grand Jur;v on 'rburecla;v, )!arch 11th 
a t 1:00 P.ll. In 'fiew or th1a a cop;v or th1e report , together with 
eop1ea of the etatemonh or the cla!endanta will be peraoD&ll;v delinred 
to tba tlnited Statee J.ttorne;v b;v tba ~mdereijpled. 

Ssplea of the opium ban been dalinred t o tba O. S. Cbem.iet tor 
&Dal;vee•· !be balallce or the opium bu been deliTered to the Seiaure 
Roo~ at the J.ppra1aer 1a Store•· 

'rbe followiD& are tbe w1tneaaea who can teat1ty in thie caoe: 

S. J. • S.AUl'riCO 
U. H. S'I!OB 
JOB!! )1, 1100:1 
+!pARIV EIS~G 

Ill.!iiEL 0 1 LURY 
'1'!!0llAS PE'I!il!S 
lUX Sl!J.SSJ..'IOW 
II · J · J'J.l!llOOGU 
H. ROVI'I!CH 
IIAl!U:L 'I!, GUILJOYUI: 
JOHN J', liUI!'l' 
OSQjl! Jtlllro11I 'I!Z 
JOSXPI! J. nnm 
Hm!A!I LIPSD 
JOHN RORD 
JOllG IWl 
JOl!lii J . ROODS 
UlOIS !#.liND 
:1 . TJ.'!J 31:8 
PI'D:II .uA!J. 
IW&Iii llcmBIIOft 
JOJ!!I J. o • oou• 
OOlllXlll B , Pil!l 

Cuatome In;;poetor. 
Cuatoma Inspector• 
Cuatoma Patrol Inspector. 
Cuatoma Quard. 
eu.toma Patrol Inapeetor. 
cuatoma Guard 
CU.toma Ouard 
CU.toma Guard 
CU.tome Guard 
CUI toma J.gent 
Oua toma J.gent 
Cuatoma I napector 
cuatoma J.gent 
Cuatoma Inapeetor 
Cuatoma Inapeetor 
Interpreter 
Cuatoma J.gent 
o. s. Cbaoiat 
C,.. tCIDII Oa&r<l 
Ie.borer. 
Dapu.t7 Collector of ~to• 
Dapu.t7 Surn;vor or ~ tCIDII· 
eu.t- J.gent. 
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Cueto~ Inepector s. A. Salotico- can teatify to ce rtain con­
veraat ions had between Willian Bonansi and other individuale over 
telephone No . Bowli ng Green 9- 9456, located at 88 Wasbi~ton Street, 
the Syrian Club , ond can identify the voice of Bonanzi, 

CuatOCIB Inepector lJ , B. Stone - can corroborate the teatimoD;T of 
Inapector Salct1co. 

i25 

Cuatacs Border Patrol Inspector John • · Booe - can teat1f'T to certain 
conversations had bet wee William lloll&lld and certain 1ndiY1dDAla over 
telephone No. Worth 2-8862. '!!hie telephone ie located at the NMld.nt; 
Co~pany. 69 Mott Street, New York Ci ty. 

Customs Guard A· Eisenberg - can tntity to the surveillAnce of 
i! illinm llonanzi on February 25th, at wh i ch time llonanr.i boarded a motor­
boat at the 69th Street !'erry Pier, llrooklyn , at about 7:40 J., )ol,; also 
to the fact that tbare were two other mon 1n t h1e boat at t hat time and 
that t!le boat proceeded 1n the direction of foopldnoville, s . J,, and 
returned to the ... e pier at about 8:10 A. 1.!.; a leo that on !.IM<:h 6th 
a.t 7:12 A. II· he obaerved llonanr.i laavi~ h ia haDe 1D hie automobile 
and proeeedi.ag to Pier 4, J.""" Base where tl» SS 'l!.lYB.l!IX was coored 
and t hence to the open pier on 52nd Street, Brooklyn, Md to ob .. nin6 
him standlag for 1011>e t ime at the river end of the pier; aleo to ob­
serving him while a Juak boat passed the 52nd Street pier during thia 
period of time, the boat proceeding in a southerly direction toward 
t he SS TJ.lll.ANK. 

Custoce Patrol Iupeetors Daniel 0 'Leary and Th0lllll8 Petera - can 
corroborate CUeto .. luord' a Eisenberg'• teetimony as to the eurveillance 
of Bonanr.i on hbruary 25, 1937. 

Cuatoma Guard llaJt S•aaanow - can corroborate that pert of Cuat.-. 
Guard Eisenberg'• t .. timoD;T regardint; t he aurveillanee of :Bonansi on 
the morning of llareh 6th: can aleo teatif'T to the f i ndiag of the e n•el­
ope in which were two pieces of paper bearing the Chinese characters 
f ound on the penon of l!ona.nli , and thet the translation of one of theee 
p iecea of paper atatea that the writer 1a oending $1300 to Ah Nan , the 
s hip's carpenter. 

C\lstOOll Guard )1, J. J'arru&g1a - Cllll taatify that at about 15:115 
A. )1, !.!arch 6th, be o'baened Ulll.am :Bonanoi atandint; on t he river 
..,d of tile 52nd Street pier; aleo to ob .. n1ng llonansi on the ,..,. 
pier a t about 7:315 A· 11. where llonand !'CllliDIId for a period of abot•t 
45 ml.autaa. Be can a leo t eeUf'T aa to wear!:>« 1lonans1 ' • leather Jaelott 
and cap and atandint; 1n a position on tbe p ier where llonand waa firat 
obaened; also to the fact that about 8:30 A. 1.!. be obaene d Dam1n1ek 
llutto approach1~ him on this per, waving to him 8lld sayiag "'lello 
Willie• . 

Cuatcce Guard a. Rorltch - can teatifY that at 5: 15 A· II· he o'b­
oened :Bonand on the river end of t he pier at 62nd Street, and later 
at about 7:35 o'baened :Bonand atandinc 1n the aame locality on the 
pier , and can corroborate .&«ant Bunt aa to certain converaation had 
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bad on the pier beheen At;ent Runt and Bonansi , on the 52nd Str eet p ier. 

126 

Ouatoma ~nt D. T. Guilto7l4 - can t eat1t'7 to e.rreating Bolland on t he 52nd Street pier, Br ookl)'n a t about 8:15 A. w. on March 6th; also to the fact t hat when he int errogated Bo~~anzi Bonansi informed him t hat hi& """"" waa John 'llillilml and that he wu on the pier t o ceet a 
friend who waa in a boat; be can alao teatify aa to hia interrogation ot Dominick Butto a \ the tilDe of hia apprehenaion; also to the interroga­tion of Th!o :Buda and Willian :Bonand at the Ouatomhouae. 

Ouatoms ~nt John r. l!unt cen tea t1f7 to obaeM'ing Dominick :Butto a ppear on the 52nd Street pier at about 8 :30 J. . It• and wan to Ouato11101 
Qoua.rd Parruggia, who wu atandi~~& on the end of the pier wearing :Soiii\IISi '• cont and cap; can a lao teatUy that he , in t he pretence of Ouotoma In­spector Oece.r Jurkowitz and Oustoona Gll!>rd llovi t ch, questioned Bonand on t he 52n.d Street pier and tbat :Bonan%1 i .nformed him that he was in the 
bootlegging g;ome during prohi b ition and also wna a book::>aker at the 
present tiJila; that hie preaenee at the end of the pier on that lllOrnia& was tor the reaaon that he expected to amuggle in 15 Chineee stowaways f rom the SS SILVER Bi&CH, which wna moored at the 57th St reet pier parallel with the SS !AllW!KJ that i f t h is Job turned out to be "dope• he would 
!:'It t he fellow who swindled h1:o into th1a Job •a..ulill& dope thro~~&h a doubt. cross . 

Ou. toma l napector Oscar Jurkowi tz cen corroborate t he tea t imoey of 
CUstom& Agent H\lnt as to hie interrogation of Dominick Butto at the time o! his apprehenaion• 

Cuotomo ~nt Joseph J. Fl7nn can testifY to search ing :Bonans i on t he 52nd Street pier at 8:15 A· Y. !.!arch 6th and to findinc in hie shirt poclret 12 $100.- billa and $195 i n billa o! other denominations in hie trousers pockat; alao to the interroption o! J.h !!an, the ahip' e carpen­
ter, and ()mar Bin Gftni , the second boatswain , on boerd tbe SS 'UllWIX at about 8:35 A. u. ltnreh 6t h at which time t here was found on the pereon of J.h Nan , the ship ' • carpenter, t wo pi ece• ot paper bee.rin« Chinese cheractera identical with one of the pepere found on the person ot l!onansi; alao to the !incl.in« o! the the bee- containill& 1!99 >tul tino o! prepared B:>Old.n& opi-.. in the durulage storage room batch on boar d the SS 'UYJWIX at about 8!fi0 ..1.. 11. l!arch 6th; Can aloo teat1t7 
as t o t he interrogation of t he tour members of the c rew a t the Customhouse and t he identification of :Bonanzi, Dociniek Butte and Tizio 'Buda by the four -=bare o! the crew u being the three -n who •e..,. on two occaatons obaeM'ed by them 1D. t he 1110torboat alonpide t he SS !J.YBAJI1i and one ot whom, indicating :Bonanzi, aa the ....n who apoka t o J.h JJan rel4t1Te t o 
removi n« the opi-.. from the SS TJ.nAliX. 

Ouat0111a Apnt Gordon H. Pilat can corroborate the teeti..oJ~;Y or 
.t.gen t !'l:11m • 

Regraded Uclassified



- 13- 127 
Cuetou I1111pector &nan Lipeki can alao corroborate the teatl11011T 

of .&gent :rlTDD• 

Custou IDapector Jobn llorlr:ie can alao corroborate the teatiiiODT 
of .&«ent ~· 

InterpNter Jo~~& liar c&n teatit)' to the 1nterpNtJ.D« of the 1nhrro­
pt1on of Jll Ian at tbe CU.tomhouae, tba tranalatlon of the ftrloua 
Cbineae cbaracten on the pS..Cee of paper found on tbe panona of Jh 'Jan 
and· BODaDS1, aa well •• to tbe tranelatlon of .arloua Chbeee cbarachn 
on tbe tina contained in this eelsure. 

Customto A«ent Jobn J . llogere can teet it)' to the delhery of ••plea 
to tbe ebemiat for anaqwh and to tba dalivery of tbe balance of tbe 
oplUOI to tba Sehur. lloom, .lppraleer1e Storee. 

Cbeioiet Louie 'l'anner - can teeti!)r aa to tbe ~ie of tba two 
asnplee eubmitted to b1m b;v CU.tcme -'«ent Jobn J. Rogan. 

Custocs Guard 1. Van Pelt can teatl!)- to tba arreet of !i&io l!uda 
and tbe eeisure of Buda'e jlmk boat and autamob1le· 

CUstOIIlll l&borer Peter Arata can corroborate tba teetliiOJV" of 
CU.tom.a Guard 1. Van Pelt. 

Deputy Collector ~\~gene lo!Cile!'lilott Clllll produce tba mantteat of 
the SS U!B.lNX which ahon that thh neael cleared from Shanghai , 
China, Degember 8 , 1936. 

Deputr Sune;vor Jobn J. o •Connor can teetlfy to tbe eur.,.illance 
of tbe SS UtB.lllX while in port . 

mnm: 

1. llaniteet of t he SS U!B.lNX. 
2. Original notH llllde by Inepectora lalotico, Stone and 

Booe relat1.,. to certain convereatione had between 
Bonand and ..ar1ouo otber peraone o.,.r the telephone• 
Bowli~~& Green 9-9456 and ll'ortb 3-8862. 

3. !weln $100·- billa found on tbe penon of BoDaDSl· 
4. ln,.lopa with Chine .. cbaractere containJ.D« two pl.aeae 

of pepar alao bearing Cbineea cbarachn found on tba 
penon of Bo,..,d. 

5. !'ranelationa of Cbineee cbaractere on envelope Md alao 
of the two piecee of peper found therein. 

6 . !lewopaper with two piecee of paper enc looed t herein w lib 
Chi ne .. charactere thereon found. on the penon of .lh Wan , 
ehip ' e carpenter. 

7. 'l'ranelatlone of e:dlibit Jro. 6. 
a. 5 bap of opil>lll found on board the SS !.ll'B.&NX. 
9 . Photocrapb of 'l'ldo Buda'• Jlmk boat . • 
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10. Cbemiet 'a report of e.nal7Sia. 
11. OriginD.l tranacripte of statement• talaln f rom the 

seTen def'endanta. 
12. CrimiMl Record, William llonansi , talCDn fro~o the 

Police Recorda , City of New York. 
13. Cr1mlnal Recore!, Doc1nick :eutto , taken f'rooo the 

Recorda or t he Police , City of New York. 
14. Cri:DiDAl Record, 'l'izio lluda, talaen f ro"' tbe Police 

Recorda, City of New Yor<c. 

ill the abaTe papers ar. retai.ned i n th1e off ice for use in the 
tr13l of the case , with the exception of the manifeet of the SS TAT.BANX . 

For the further inf ormation of your ortice and t he of fice of t he 
Treaeury At tache at Sh~An~:hai , ChiiUI, to whom a copy of thi11 report 11 
being transmitted, you,.... adTiaed that all the five- tael tina with the 
exception of ten, hereinafter mentioned bore t he followin& marlca of 
identificati on: 

ill of the cana are die stamped on one end with the Roooter :Brand 
and Chinese cheractora r eadin& 0 5 tael•. The other end of the can 1a 
die atamped with Cbi neae characters readlnt; from ri!;bt to left ·~ 
Kee Hop• , the word "Cheong• and a oeal indicating that t he opium ' ia 
genuine. One aide of the tin hae a raieed impreuion reading (in Engltab 
l etters) 1'Cheoll6"• A wh ite oblong paper lt\bel on the top of one aide 
waa noted consioting of :five characters which a re not clear :for re3ding , 
but two of wh i ch indicate t hat the charACtera show t be name of t ho ..,nu­
f'acturer. On the reverae aide 1o a aqunre white paper label with 
Chinese charaeters reading 0Cw1116 to the faleiflcation o f t he Coarpan)' 1a 
• rchandlee , now the comJlSD1 is using an extra aeal for identificlltion 
of the genuineneas of the product which 1a on the top o! the tin. • 
Over t his 1s atamped in :p>rple character• t he !Wl!e "Cbeon&"· 

There were alao te n tins bear1116 a "hite paper label wi t h aome 
Chinese charACter& end t he worc!ll "Lo :rook ltee" which words were aleo 
die o ta.:ped on oile aide of each of theae ten Una. 

A cablagram wca aent to the Trec.eury Attsche at Shanghai under 
date of !.!arch 9th advbin& of t h is seizure and aloo reques ting that 
on inveetigation be made aa to tbe identity of Wong Cheong a nd Cbln« 
Quin, who are ""'ntioned in this report. 

It might be atated that it io the opinion of thia office t bet tba 
oucceasf'lll c\W:dnat1on of this caoe will be cll.l.e in a great .,....ure to 
t he close cooperation exhtiu.!; between tbio office and t he poraon~l 
of the Sur..-eyor ' a force under your juriodietion, aa well ae to the 
aeaistanee rendered by tbAI border patrollMn temporarily aedflDed to 
tbie office from the llortheaet Patrol Dhtrlct. 

Seizure papera coverin& t he aeizure ot the opium, the aut o:nobilea 
and t he junk boat will b e tranemitted with a aupplemental report . 
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You w 111 be aci.Y1oe4 of 11J17 turtber de.,.lopoenta ln thio caee. 

Beapectt'lll}T, 

Beapectt'lll}T forwarded , 
Approved: 

L . !1 . BEAll, 
.lctlng Supenioing CUatama ~nt 
Encloaurea: 

JOSIPB J. I'Ltllll, 
CU. t ome .&«ant . 

Copiee - 7 atataanta. (4 lncorpoN>te4 in one) . 
Bxt ra cow. Supplemental e tat-n t 

Copy to Bureau wit h coqr U>g letter. 

JJf/acd 

SUneyor. 
freaeury Attache, Sh•ngheS , with co.,.rU>g letter / 
!11 bend t o D. A. E. D. !1 . T. 
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' .. .. . 

H. • Jr: 

0 : 

H . .A. Jr : 

!.1 : 

H. ,{. Jr : 

:.1 : 

ti . :. . Jr: 

;1: 

il . I.! . Jr : 

:.! : 

ti . :LJr: 

li : 

il . /l . Jr: 
.. . .. 
il.l. Jr: 

:.6 : 

1.1: 

B. J . J ,. : 

t;.f : 

J.larcb 10 , 1937 . 
11: 51 a . m. 

Hello 

Senator Moor e . Go ahead . 

Hello 

tlello Mr. Secretory . 

How are you? 

Pretty good, sir . 
about that l i ttle 

Ah - Frank~is 
matter of ours . 

r didn't I can' t hear very well. 

on my neck 
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I said FranA Haig is on my nee~ about that little 
matter of ours . 

Yes, wel l tell Frank Haig t hat the minute Helvering 
comes back and will send Clle over a letter moving 
this fellov; I 1 ll sign i t but Helveri ng has left 
town and .... . 

Well he come back . 

1/hat? 

He ' s bac~ ana be suiti he sent the letter . 

ffell that isn 't true; there ' s no letter here • 

Yes • 

And ne sai d he sent me a letter? 

That ' s what I understood him to s ay . Be said 
that e verythifl8 wus all r ight. as far as he was 
concerned; he did all he could do . 

Vlell 1i' he ' s back •••. 

de r ecommended this man- one of the three - I don't 
know wnich one . 

Gell now will you - will you s tay in your office 
for three mi nut es and I ' ll cal l you back •• •• 

Yes s ir, t hank you. 
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M: 

H.M.Jr : 

n . l . Jr : 

!i . .A .Jr: 

0 : 

H.M.Jr: 

0 : 

R . .t. Jr: 

ll: 

H.!.I.Jr: 

!1 : 

li.r.I . Jr: 

M: 

H . ~.Jr: 

?.1: 
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• •••• because I -I just can't understand that. 

All right . 

Will you st ay there three minutes? 

I ' ll be right here waiting . 

Thank you. 

* * * * * * * • * * • * * 

12 p.m. 

Hello 

Senator Moore. 

Hello 

:ies sir . 

,·/ell in tne future if I 1111nt to know where one 
of my subordinates are I'll have to call you up . 

(l..aughs) 
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I talked to Guy and I said, •Wnen did you get back?" 
Be said , •I'/ ell I intended to call you up to-day and 
let you know I got back yesterday. " 

:tes . 

•Well ," I sai d , 11 in the future when I want to know 
when you're back I 1 ll call up Senator Moore .• 

(l..aughs) 

And the other matter - woile he was gone he sent 
over one of his assistants with a memorandum and' 
I said I would not take that th~ng unless Relvering 
signed 1 t b.i.mself . 

Sure . 
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H. '1 . Jr : 

~= 

n . I. J r: 

).! : 

ri . . Jr : 

M: 

H.!J . Jr : 

:A : 

H. ' . Jr : 

ll : 

R.U. J r: 

M: 

H.M. Jr : 

II : 

H. LI . Jr: 

W: 
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hnd tnere is nothing here with Helvering's 
signature, see? 

I see . 
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So Helvering said he would get busy and he'd 
bring it over himself and I s~id if he'll bring 
it over ana ne •ll put his Ol'ln John Henry on it 
v.hy I•ll ac t . 

Tnat •s fine . 

But I r~s correct tha t there wa s nothing in my 
office . 

:tes, ,,ell he s~io tout ne hao maoe the recommendation .•.• 

Yes , but on an impor t ant thing like t hi s , frankly, I 
don ' t tnink tha t any s ubordina te of his should sign 
it except Helvering . 

You ' re t•ignt . 

Don 't you thinK I ' m right? 

Absolutely r i ght - he ' s t he heed of the department . 

,·/ell that ' s •nh&t I f eel because 1t • s too important 
and tnen if taere ' s any comeback wny Helvering and 
I wi ll have t o t Lke it. 

Why certainly . 

Ana - but there ' s no document here from Helvering . 

Oh well you're absolutely r ight . 

But a fter you get t o know me better you know that 
lf I say I ' ll do a th lng I 1 ll do it and . • •.. 

Tha t • s your repute tion anyway . 

And I 'll never kid you . 

(Laughs) Jill r 1gnt. 
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:.1 : 

H. li .Jr: 

H.J .Jr: 

... .. 
ii . ~o~ . Jr: 

H. M. Jr : 

!J : 

n . o4 . Jr : 

!.1 : 

H.M. Jr : 

ll . :.I . Jr : 

:.r : 
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But in the future when I want to know when 
Helvering 1 s back I'll call you up . 

(Laughs) Well I. .... 

You c a n tell your friend up there in Jersey City 
that not l Lter than tomorrow that thing will be 
signed by me . 

That • s fine . 

I promise you that not ·later than tomorr ow 1f I ' ve 
got to go over to Helvering ' s office you ' ll get it . 

I ap?reciste that an aNful lot • 

You just tell him that not later than tomorrow . 

kll r ignt, sir , thank you. 

I ' m sorry but on account of Belvering being sick •. , . 

Yes sir . 

•••• and - is what t i ea it up but I - I just 
couldn' t t ake a subordinate ' s word on it . 

Yes sir . All right, t nanks I appreci ate that a lot . 

You c an -you can tell your friend that not later 
tnan tomorrow it wi ll be t aken ca re of . 

All right, thanks . 

Goodbye . 

Gooubye . 
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0: 

H,II ,Jr : 

Helvering: 

ft.Y.Jr: 

8: 

H. li.Jr: 

8: 

H.M.Jr: 

HI 

R,M,Jr: 

8; 

B. K. Jr; 

8: 

B.II. Jr: 

H.M.Jr: 

HI 

R. M.Jr: 

Mr . Helvering . Oo ahead. 

Hello. 

Hello. 

Guy? 

Yes . 

When did you gat back? 

I got back yesterday. 

March 10, 1937. 
11: 56 a .a . 

Well I didn' t know that . Senator Moore knows 
more about your movements then I do . 

. . . 

(Laughs) I was going to call you to-day end tell 
you that I was back on the job now. 

Well I didn't know it. He just called me up and 
said where•s this thing on this fellow and I said 
I•m waiting for Helvering to get back, 

Ah-ha, 

Then he said that you told him that you'd sent it 
over here. 

Bow's that? 

He said that you said the letter is on ~ desk. 

lfo I didn't - I told him that )(r , Russell had that 
1n charge when I left and I understeod that he was 
going to present it to you some~ime while I was 
away. 

Well I told him that I wouldn ' t act except over 
you.r ,signature. 

lfo, 

So - ah - I - I mean I told Russell I wouldn' t act 
unless you signed 1t. 
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B.M.Jr: 

B: 

H. K.Jr: 

H: 

H.M.Jr: 

B: 

R. K.Jr: 

8 1 

H. M.Jr: 

R: 

B. !I,Jr: 
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Well I went over with him the situation, 

I know but I thought an important matter like 
that should have your s ignature. 
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Yes well that 'p perfectly all right (laughs) - I'•···· 

Yes, so when you sign it and send it over or bring 
it over why Illl act but I won't act unless you 
sign it. 

Yes, well I'll - I 111 get that up to-day then. 

All right. 

'You bet. 

And then you let me know when you•re ready, 

All right . 

You better bring it over yourself if you don't mind. 

Yes, all right . 

Thank you, Guy. 
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March 10 , 1937 

Arter returning to h i s offi ce !rom Cabinet meeting 
this afternoon, HU,Jr. said to Urs. Klotz: 1 The President 
evidently waa very much pleased with himself over the 
fact that Hull evidently was sending a very stiff note 
to t he American Ambassador 1n Berlin t o file a complaint 
with the German Government against remarks in Government ­
controlled newspap~rs about the J ews in America. 

"They d ecided to make studies or increased coste 
in cert a i n industries. The President asked tor sug ­
gestions as to which industries to study . Someone sug­
gested steel. Anot her person suggested copper. ·Where­
upon I said, 1 How about silver ?• and the President~ out 
of the corner of his mouth, in a stage whisper, said, 
"Shut up. That is a forbidden subJect, • whereupon every­
body howled. 
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March 10, 19~7 

HM,Jr. called Heater 1nto h le ottlce toda1 and 
aald to him, •contrary to your memorandum on the Antietam 
medal (copy of the memorandum addressed to t he Secretary 
1a attached) , I recommended to the President that Oongre•s­
man Lew1a ought to have 1t because he 1s an old sweetheart. 
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TREASURY DEPARTMENT 

.... ~MAR 6 1937 

TO the s.or.tel7 

,_ a.....,. Oliplwlt 

Apropos your eonrerenee witb Repreamtatin Lewis ot 

.llaey land ral.&tin to hie bill authorizing tba bsuance ot a 

coin comm~rating tbe 75th Anniveraar,y ot tba Batt le ot ADtie­

taa (B. Il . 82) and ,-our statement to llr. Lewis that ;you would 

di11CW111 tba Mtter witb the President on llondq, I de eire to 

call ,-our attention to ,-our -riUICl~ ot Jl'abrual7 18, 1937, 

in which you advised tba President tba t tbe .blerican JuaiaMtio 

Association baa propoaed, as a substitute tor tbe eo-ratiTe 

medal bill, legislation wbicb would authorize tba issuance ot 

tan co....oratbe coins ann~, to be aalaoted 11r a eo ... 880ra-

tive Coin Co..tuion on the basis ot the D&tional iaportanea ot 

etandina coin autborhationa. Senator llaloDq baa now introduced 

tbia bill in the SeD&te (S. 1628) and ~be Senate Banking Colllllit­

tee intend& to eouidar it at t he - tille it takes up tba eoll­

....,rativa -.dal bill. J.t tbe :requaat ot that Co..tttee • • are 

preparin& a report 011 this bill. 

I daaira al.&o to inrora ,.au that Repraa&IDtativa Cocbraa, 

ranldng -ber ot the Bouee Coinace Co..tttee, riiCCltl;y wueatad 

to one ot rq uai atanta 1 that be ballevae, ill Tin ot tha praaaure 

baing broucbt to obtain the enact..nt ot lr. Lewis' ADtietaa BiU, 
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Senator Glass' llorfollc Bill, end one or two others of tbe 110re 
than .30 billa which line been introduced in CoJ1iress this a .. -
aion, it would be a happy aolution of the M t ter 1t the Adatnta­

tration would epprove a bill authorizing the issuance of five 
coaaemoratbe coins during this aaaaion of the Congress, the 
""ants in collllluoration of which the coins would be issued to be 
detenained by tbe Congress upon recommendation of the Secret417 
of the Treasu:y. llr. Cochran 1s proposal would also include a 
provision which would repeal all outstanding authorizations for 
the issuance of co-110rat1Te coina, effective at a specified date 
after the anaotaent of tbe Act. Ria proposal would not l.iait tbe 
8Yents to those that occur this year 1 so u to perm! t the Congress 
to include a coin co-.orating the 19.39 World' a Pair at 1811 York 
Ci v. This would be the laat coinage l egiel.ation and following 
ita enactaant, the Coamitteea would take up conaideration of tbe 
co-rative aedal bill. 

1~9 
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r ea l'it-n &114 Mel!q110~ 
l!lf1.nl.1t.;~ ll1lt. 

OI.U' l nt the COUr!tO or the Oepen-t la nouttna lll..lr.aiAaUon or dl blUe 
aubal\t .cl tt> t he C<-IICHU, t.he llbOTo-D&MCl bll t. c ... t.o the "ttaoUon or 
q atal't. In til. l1&bt ot t..'oia Oepertaet~t• a uperlenea e1t.h the probhaa 
of toret&n axoh&ll&l and !'orelp loua, lt MaU pooe1bl.e t l)&t Uua tellowla1 
polo\& alpt bo wortto' of turt'aer conal 4eraUoaa 

l . WUb .... f1l l:llUon. or torot&n liiTIItaeiU ,_ 1a t !lla C:OIIDtl')'' 1\ 
11 lspo .. 1bl e to tore ... the of fec \1 011 ..r do•etlC t C:CCQ<V &ad o~r Ita\ ... 
•• a neub'oll of a ' ""•ral l'laropllll -r, wl tb a ~~~~ .,..h to li'<ul da te auob 
liiTIIUI'Dh lliCi to Ula t.'laa t or aU -·r ot Ullpr~lctabla " •l'pOI II• In eOD­
II' IHJ:Oe, t~•n &tcbt well t.. • pr. .. n t Deed, 111 adoJ. Uoa to u 1at1nc ~era 
or al<.C:hooftla cnnuol , tor -rc•nCT authori \7 1n the l'rellaen to 1na\ ttute 
~·• .,.at. or al!b ure, o:mual IUI4 .... u on1111 or the 1n• .. ~u ot belli&.,._ 
• 11t1 oll4 toea proc: .. da t hereof , ooapan~bb to t.hat oxeroltoecl tbroucb t~o All Ill 
l'ropert)' C\aatodl&ll uodor t.ha fr.,cUQS aUh the fnOliiJ Act. 

C', The bllla aa•llace a •c .. ab-and- oar.,.• i)Ol1ey . Tlle;r pro•1oo for t.ha 
pr oh1bltlon or loau to balltcaroota. Tlii,Y do not , bi>MYar , p•arport t o , ... 
atr1~t Loana t o lndlrldunla aDd oor~t1ooa who a ro aa tlooals or bollller­
n t a, altl\ouch eucb 1- al ent ... 11 baeoao an tnduc1111 r .. ctor to c~.-rc:e 
wttb ba U ll•nnta ira t lao or ""'• To aapllt')' a 

1.\o~"a b l lla !)TOT!~ t.het, wlleG t.ha l'reddlllt al>loll bn o 1uuccl hlo pr oo­
l •aetion, 1t. t l>llll M 181laet'ul to purcb,..o or ooll t.be obll&•tl ~n• or ~ t ol­
lllareot IOTUft.lllot, or of lf1)' peraon •"lnl tor it, or to -.ko • IV loan to 
•liT •auc."a co~t or ~·· loth 'bllh pro-.1:1• lllao t.hat the PT .. 1-l4ct 
1117 , uoJar c:artaia o1r-ta•cu, lao110 a t<&nber proclaat.ioa aaldq it. w.­
laeM to nport eortala il"'odooh "UDU.l aU rlabt, UUo, .....S 1otarut 
~enia a hall have t0111 t ..... r otTICI t.o .- rore t&n ;o•a,.,....t, • ot.c. 

e.oh !)TO'flaloca do cot., howe•ar, appear t.o p <a •IV l1a1 ta tlon on t.'\o 
•dill or lO&IIt, • ••• cllrect.'-7, to a person ebo la a na U OlWil or roalden t. ot 
I 'bellilor.Dt. &tate, I\ would be quito noraal tor ( Ooda, otbor t han al'lll, 
Ull\llllUOil aJICl l.pla•aat..a of ,..,, to be purohuo4 b;r per 1011o a bo are •UoD­
• la or r u 14aat., but. oro ao\ UU"' OlD bebelt, of a bollicer&llt otat..I J ADd 
the ••r• t act \ ho t. 110 .a.erlcaa a.u- 0111 hove • IV rilbt., \1Uo or 11: \er-
ut. 1n t.bo a?J'O(Iuot axpor~ eould not pre•eat. .., uarloall Tll!Cior or other 
U.rlcall rroa Mll:l"' a 10111 01' extnd'ac cndlt \o a perooa abo 1a • M\1-
lll or rea14oat. or ., boU 1col'ltlt atat..a, bu\ aot ootlnl oe k hal! or IUo 
co-....._,, 
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Karch 10, 1937 

Dear Yr. Secretary: 

I suppose it is quite Ulli18Cessary tor ae to tell 

you that there is not a word of truth in the newspaper 

s tories being passed about, associating us with French 

financing. We have not for a moment thought of' floating 

a loan for the Fre.nch Government or for its benefit, or 

making, soliciting, receiving or transmitting subscriptions 

to it. Neither the law nor the market would permit. We have 

made it abund'antly clear that the Johnson Act is not only the 

law of the land but has the fullest support of public opinion. 

We have also made it clear that, in our opinion, the uncer­

tainties abroad are such that there is no desire among banks 

and investors here to invest money in a French loan. 

The' suggestion of our acting as paying agents tor 

the coupons of such a loan, which it now appears was submitted 

to you last week by the French Government, had not previously 

been discussed with us. It was submitted without our knowledge 

or consent. Your adverse ruling had, unknown to us, settled 

that question 1n the negative two or three days before an 

inquiry about it from Morgan & Cie., Paris, .on their own ini­

tiative, had reached us and we had returned a cautionary reply. 

That ruling of yours with which, under all the circWDstances, 

I 8111 1n fullest accord, incidentally, relieved us or wbat 

might otherwise have been an embarrassing question sin ce the 

: 

14 
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arrangement, though lawful. , woul.d have been under &ll the 

circumstances both inconvenient and inexpedient . 

I am, my dear Mr. Seer tary, With great respect, 

The Honorable 
The Secretary of the Treasury 

Washington, D. c . 

14 
2 . 
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LMS GRAY ··:. 
London 

Dated March 10, 1937 

Secretary of State, 

"7ash1ngton . 

130 , March 10, 6 p . m. 

FO•l TRI::ASU.1Y PRO:.: BUTTER"iO.!'l'E. 

Rec 'd 3 : 05 p . m. 

The British Treasur y states that such 1nformation 

as it have t hus far r ece1ved rr~m ~owe Dutton indicates 

that 11 the atmosphere in Parill at the present moment seems 

clear ar.d sood" . 

The Br itish press has continl~ed to take a f avorable 

view of the Prench monetary develcpments and there is 

so~e reason to believe thet word has been passed t~ them 

to do G<· , to counteract 1n sor.1e me e. sure the stiff charac­

ter of the final British re fUsal on the payment agent 

question . I was shown a copy of this reply on Monday 

evenin~ e.nd at the same time was told that BritiSh Embassy 

i n ":ashingto:-~ bed beeon instructed to transmit 1t direct . 

The ci •Y lil:ew1se bas received guardedly favorable 

reports from their French correspondents . There are 

indications that liquidation of French holdinGS in iso­

lated instances in the Br1tish stock market is taking 

place 
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L!!S 2- No , 130, !larch 10, 6 p . m., from London , 

place with a view to transferring funds to France , Some 

French nationals are however taking the precaution of 

arrnn6in& for their purchases of the forthcoming loan 

through foreign banks , 

The franc has continued bid most of the day , 

BDIGHAI! 

CSB 
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H.N.Jr: 

llaglll: 

H.M.Jr: 

)o(: 

H. M.Jr: 

!.!: 

B.K.Jr: 

March 10, 1937. 
4&08 p.m. 

Hello - I dontt know any Z1 .. eraan. 

You don ' t , eh. 

1fo. 

145 

Well they all recommend - I talked to Morrison 
Shattroth personall y and they all reco111111end that 
we go ahead and settle the case on this basis . 

Well I - as tar as I know I never heard of the 
fellow. 

Well then I - that ' s that - I guess there ' s 
nothing . Its one ot those cases that sort ot 
smells but I think we are getting a good deal. 

O.K. 

All light, thanks. 
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Secretary of Stat e , 

•·lash ing ton . 

336, Jlarch 10, 5 p . m. 

!·'RC:J 00 CHR.U' . 

GRAY 

Paris 

Dated March 10, 1937 

Rec ' d 4 : 23 p. m. 

l'arke t contact ir.formcd me at 3: 30 t his after 'loon 

t hct Bank of Fr ance had e · joyed satisfac t ory a cqu1si­

t ion of sterling t hi s forenoon at around 106. 83 . Rate 

had weakc;ne<l t his after noon to 107 " itil bank not oper a t ­

i: b . o,clino in franc was attributed to (one) r umor 

t~a t Bank of FrL'lce statereent tomorrow will show gold 

loss, indicating that t he·gold and for e i gn exchange 

r esou.· ces of the stabil i za t ion fund must have been ex­
' 

haus ted and mor e gold ta!ce:t from t he bank before t he 

close of business last ~riday; (two ) r eport that 1n the 

Ser.ate deba t e this aft er noon Blum 1s r efus i ng t o r espond 

t c questi oners dernandtnn a stat ement as t o hi s fu ture 

?Olici es . I have not conr trmcd ei t he r one or t wo . 

Rer.tea are only s l i ghtly up and Fr ench stocks ahare the 

nervouaneso whi ch J ust now pervades the exchange marke t . 

Yesterday 

148 
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LMS 2-No . 3361 March 10, 5 p . m. , from Paris. 

Yesterday evening the market was optimi stic over 

the loan following reports that the Government waa giv­

ing kssurances as to it s future general policies. Text 

of ye ster day's Chamber detate fails to reveal such clear 

pro~ises as market expec~ed . 

:overtheless , the marlcet was encouraged this after­

nco: by the Chamber 's over whelming vote and by the pro­

spoct of the present bill requ i ring a parliamentary act 

be~ore exchange control could be appl i ed at any future 

date . The bill would l itnlt the amount of the loan to tile 

euthorlzati o.ns embodi ed in the fi:lllnce law or December 31, 

1936, f N• na t .• onal defense expenditures which amount to 

~ine billi on francs for army, navy, en~ air i n the 

ordinary budget and nine and one- half billions i n the 

special or extraordinary ~udget for armament. 

~~'D SF.CTION ON.F: 

WILSON 

s:.s :E.L!B 

Regraded Uclassified



Ll4S 

Secretary of State, 

Washington . 

GRAY 

Paris 

Dated March 101 1937 

Rec 'd 4:40 p , m. 

3361 14 •rch 10, 5 p . m. ( Sl"CTION TWO) 

l!essrs . Reynaud and Pietri criticised t he proposi­

tion of the Government t o provide exchange guarantee . 

148 

~~6 option i n the coming l oan . The point was made that 

not only subscribers to this loan but all French citizens 

shoul d h.:l ve the defini te guarantee that; there will be no 

further 1eva~.:at1on of the franc . Reynaud considered 

the Go~ ernmer.t 's plan as revealinp, its own doubt as to 

abil i ty to hold the franc within present legal limits , 

Ir. h i s interpellation Flandin r aised the question 

as to the mechanism of the exchange option . He remarked 

that the speakers preceding him had not entered into the 

details of t he proposed op~ration . He said t hat it he 

had clearly understood the thoughts or the Minister of 

Finance the latter sought by the mechaniam of the ex­

change opti on not only to attract the French investor 

and Fr en• h capitalist but also t o attract the foreign 

subscriber . Flandin continued: "I hope that the 

Government 
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LL!S 2- t-o . 336, M~rch 10, 5 p . m. , Sec . 2, from Paris . 

Government may obtain wi thin the spirit of the tripartite 

agreement, a suffi cient collaboration of the governments , 

and es pecially British and Ameri can capitalists, of such 

a character that a procedure will be found which will 

pennit foreign subscr ibers to be assured that the payment 

of coupons and reimbursement of capi tal may effectively 

be made 1n the foreign currencie s in question. " Ther e 

is no record in t he official report that any at tempt was 

ma6e by the Government to answer Flandin in this respect . 

Whil e I have not seen any definite arrangement on 

either side 

VIILSON 

S:&S : l'J'L 
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Secretary of State, 

Washington_. 

GRAY 

Paris 

Dated !.larch 10, 1937 

Rec 'd 4 : 50 p . m, 

3361 March 101 5 p ~ m, (S~CTIGN THRP.F.) 

150 

in the premises , I quote herewith from an article in the 

LOll!X>' ' FINANCIAL TDI':S of March 10, (which parallels an 

item in L": T~·lPS) wherein ita Paris correspondent refers 

to the guarantee of exchange clause: 

"According to an official explanation given to the 

pres a of the 1neaning of ' guarantee and option of exchange 1 , 

t he &uarantee of interest is intended to safeguard the 

bondholder from a possible eventual fall in the value of 

the French currency by comparison with one or sPveral 

foreign currencies . 

Should the case arise that guarantee will permit 

o! the bondholder obtalning in French francs both as 

regards i nterest and r edemption the amount equal to the 

exchange value of the fo roi&n currency for which an option 

of exchange will have been requested . 

Thus for the four per cent 1925 loan that ,xchange 

guarantee was based upon sterling . For the issue about 
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LMS 2-Nu. 336, March 10, 5 p . m., Sec . 3 , from Paris . 

to be made the basis of the guarantee will not be fixed 

upon any single foreign currency but on several curren­

cies . 

Payment of interest and redemption will therefore 

be made to the bondholder at the exchange rate of the 

highest value or most favored of any one of these for­

eign ctu•rencies . 

The option of exch~~e means the right of the bond­

ho: a er to r eceive his i nterest not only in French cur­

r ency but at his choice i n any of the foreign currencies 

stated on the face of the bond . But it is specifically 

poin t ed out ~'ta t this clause does not necessarily intply 

an "optlon O <' choice of marke ts" - that is the right to 

r eceive p$Yments in foreign 

WILSON 

' SMS :NPL 
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Secretary of State, 

Washington . 

GilAY 

Paris 

Dated March 10, 1937 

Rec 'd 6 :05 p . m. 

336, March 10, 5 P • m, (S"':CriON FOUR) 

152 

marl;e ts or at banks abroad. There are objections which 

prccl~de that at pr esent althouah it is no t impos sible 

t hst such an ' option or choice of markets' may mature 

l a t e1• on 11 • 

'rhtl fino.!\cial expert of the PARIS -MIDI who yes t er­

day wro•.o of 3onnet 1 s expected broadcast on t he loan 

today specul~tes as to the probab~e interest rote of the 

issue . Using a "tri partite" t heme which some other 

Fr ench papers have also followed in boosting the loan, 

he concludes: 

"If it 1a possible to assure t o this tripartite 

l oan large f acilities of nego tiations and of circula­

tlor. , that new ' international curr ency' method of 

investing capital, that new instrument of internal pay­

ment 3 does not require an interest rate of 4% and i f 

London and New York raise di fficulties r egardi ng the 

quotation on their markets , the choice of a moderate 

rate 
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I."iS 2- ! o. :,;:.,, March 10, 5 p . m. , Sec . 4
1 

from Par1a . 

rate of compensation may be a means of breaking down 

this r esistance . And after all there exist other impor­

tant financial markets outside of London and New York. 

I f , furthermore , to t hi s maximum of security is 

added the advantage of a high interest rate of compen­

sation these new bonds may dangerously compete with 

t he other French rentes . 

Finally this "tripar tite currency" of this "tri ­

partite loan" should no t coat the French tax payer too 

much" . 

E."D OF ~·t•SSAGE 

¥/l'I.SON 

Sl.'S :!~L 

,.., 
J 

.... """' I 

. ~ 
I I { I• 
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0 : 

R.M.Jr: 

Hopkins: 

B.M.Jr: 

H: 

H.M.Jr: 

R: 

a .M.Jr: 

B: 

H.M.Jr: 

8: 

B. Y:.Jr: 

H: 

B.M.Jr: 

a: 
H. M,Jr: 

H: 

H. loi . Jr: 

H: 

B.M.Jr: 

H: 

H. !l.Jr: 
( 

R: 

B.ll, Jr : 

Karch 10, 1937. 
4:43 p .m. 

Kr. Hopkins - go ahead. 

Hello Barry. 

This is Barry. 

Barry. 

Got the French government out of your office? 

Yes . 

Henry. 

Yes . 

I•ve got the letter that I sent to you a day 
or two ago •••.• 

Right • 

•• • •• about t hose two proposals we talked about 
the day I was in the office with Dan. 

That's right. 

Now would you be disposed to talkabout those 
w1 th Dan and us tomorrow? 

Surely. 

What time would be convenient for you? 

Just a moment - Just a minute - 11 o' clock. 

Yea. 

What? 

Yea. 

O.K. 

Fine Henry. 

All right. 

Goodbye. 

Goodbye. 
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PAJU.PilRASE OF TELEGRAM RECEIVED 

I'ROll: American Dabaaey , Paris, France 

DATE: llarch 10, 1937, 5 p.m. 

•o., 33s 

155 

I r efer to the Embassy' s telegram of llarch 10, • o. 334. 

Yesterday afternoon's Chamber debate on the loan bill 

of the Government was cut and dried. During the time that 

I was there the pri ncipal impression I got was that the 

Left groupe intended to avoid anything whim might provoke 

partisan disoueeions and talte away f r om (ooission) the 

impr ession of practical unanimity of support for the loan 

whi ch the Government hopes t o obtain and obtained in large 

measure ao a matter of fact . 

The oppoeit ion' s moderate elements went on record in 

support of the proposed loan. However there were efforts 

made on the Extreme Ri ght, particularly while Blum wae 

speaking, to provoke political incidents which might have 

caused the Chamber to divide on the issue. The Premier 

s tated flatly, however , t hat he refused to be drawn into a 

political disoueeion, and that t he matter was one of 

national intereet , and he was appeali ng f or the unasiaity 

of t he Chu ber a s well as for the unanimity of the country 

on it. 

The only point in t he Chamber' s debate which might 

throw further light upon the natur e of the •pause• and of 

the 
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the Government's new pol icy was in connection with the 

effort made by Reynaud to get ns defi nite a statement on 

economic policy from Blua as waa giTen regarding exchange 

control last Friday. Blum limited himself i n this regard 

to remarking that it was repcr ted the Governmen t had re­

nounced part of ita aspirations, such as nati onalization 

of baei o industries. Blum reminded them, howeTer, that 

on February 26 i n debate he had stated definitely that 

the only program binding the Government was tlla t of the 

reaaeemblement populaire resulting from a defi n ite agree­

ment between the political parties concerned, and that 

unless the unanimous consent of those parties were ob­

tained, t he program could not be modified or extended. 

I was tol d last night by a person very close to Blum 

that few people r eali ze what it baa meant to Blum to be 

obliged to change h.is pol!ciea in the economic and finan­

cial f i eld. Ky informant said that his decision in this 

field wae comparable t o the deoiei on which he had taken 

with respect to non-intervention in Spain. Hie i nneraost 

beliefs and sympathies in bot h instances bad urged hi'" to 

courses a fter soul-searching debate with hi!Baelf, he had 

become convinced would haTe t o be abandoned beoauee cUfter-

' ent pol icies were demanded by the beat interests of the 
I , I 

country. Ky inforaant told a e tllat once Blua had gone 

through this pariod o:r doubt and debate, there would be 

no going back on hie dac1e1on,onoe reached. 

U:Lft 
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LlfS 

Sec::-etary of State, 

Washlnj~ton . 

::34, t.la rch 10, 4 P• m, 

GRAY 

Pari s 

Dated !larch 10, 1937 

Rec ' d 6:14 p , m, 

Embassy ' s t elegram 320, Warch 7, 11 a . m. 

The Chamber last night passed the Government 's 

bill f or a national defense loan by a vote of 470 

against 46 with 94 abstentions . 

An amendment proposed ~y !.Iarin (Republican) for 

157 

the setting up of a special committee of control to 

supervi se the utilization of the proceeds of the loan 

and to see that they will not be used for purposes other 

tha~ aational defense waa rejected by t he Government 

and voted down by 368 against 228 . 

Another amendment propos ed by Pi nelli (Republican 

independents) that the loan be l imited t o a net amount 

not exceedi ng the neceaoary appropria tion required for 

nati onal def ense expenditures for the curr ent fiscal 

year was accepted by t he Government since i t was pr ac­

tically the same wording as that contained i n the 

pr eamble 
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Ll:s 2-!>'o. 334, 14arch 10, 4 p . m,, from Paris, 

preamble to the bill on this point and was adopted bT 

the Chamber . 

An analrs1s or the f i nal vote on the bill shows 

that t!arin' s Republican federation voted against while 

such Center groups as that of Reynaud and Pland1n voted 

for the bill . The Communists voted en bloc for the 

bill. 

:"I"D OF S:"lcriON ON": 

WILSON 

SMS ~'IDA 

!58 
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L!!S 

Secretary of State, 

.. !a~hington . 

GRAY 

Par1a 

Dated March 10, 1937 

Rec'd 6 :20 p. m. 

334, March 10, 4 p . -:~ . ( s...,.oriOJ' TWO) 

159 

In the deba te Right and Center speakers, while not 

criticising the bill or its necess ity, took delight in 

1U~cnstically compliment!~~ the Popul ar Front Government 

f or ioa reversion to Rightest orthodoxy i n f inance which 

was Llk t of r.aval , Doumers ue and others of their prado-

cesso:;t ::~ . 

Deputie~ Dommange (Independent Republican Urio~) 

and aeyr.aud (allio&?o of Left Republicans) voiced the 

hope ~h~t Blum would no~ 3xtend his financial principle s 

t o c c,r. omic policy . Re~aud referred to what he termed 

A:nba:.; sador Bullitt•s rect .. t warning against the peril o"' 

a uta 'Cl:ly (Washi ngton 1 s bb·thday speech) . 

')eput y P1etr1 ( a lH:l-ce of Left Republicans) said 

thnt i f he did not const•Jtulate the Gover nment on its 

~roposal he would at l east vote for it . 

WILSOI'I 

~·. : :r.s 
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LMS 

Secretary ot State, 

Washington. 

GRAY 

Paris 

Dated March 10, 1937 

Rec ' d 6 :33 p . m. 

334 , March 10, 4 p . m. ( SF.CTION THRJ';"!) 

Fland!n (alliance of Left Republicans) stressed 

t hat it was not his party which asked the Government to 

tal~ c the very steps which i t 1a now proposinG but that 

! GO 

i t wa3 the Government which had chosen a policy of ap~eal­

lng for confidence . He called attention to Blum's state­

ment thr.t af':er the "pause " one would start again as soon 

a s circwnstat.ces permit . Be said that t his was na tural 

but that it was also natural to know what was meant by 

starting again . He also called attention to Paul Faure ' s 

statement in a speech made on February 14, 1937 . 
11Leasures for public welfare wil l have to be taken 

very soon . If men are mobilized , fortunes should also 

be mobilized". 

Blum who more than .luriol undertook the defense 

of the Government dld not 

WILSON 

S?IS:RGC 

Regraded Uclassified



( 

Secretary of State, 

·:/ashington . 

GRAY 

Paris 

Dated March 10, 1937 

Rec 1d 6 :30 p . m. 

334, IAarch 10, 4 p . m. (SOO:CTIO!' J>OUR ) 
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allow himself to be drawn \ :• to a controversy of poll tical 

discussion but confined himself to placing empha sis on 

t he success of the loan and to aff irming that the preju­

d i ced f inancial policy did no t mean a reversal but on 

the contrary the natural sequence of hts previous pol­

icie s . 

Due (?) 1 Cotmni.ulis t) ·stated th<. t if France today is 

obli ged to take such costly measures to insure delivery 

her s ecu1•1ty "men.aced b:r international Pascism• it is 

becauoe t he French fore!.&~ poli cy followed by previous 

r eact i onary governments has reaulted l.n France's isola- · 

tior aucl putting her l.'ldtnlcndence in peril. He attacked 

the cc~italists, called at tention to the necessity of 

carryi~g out the already proposed social reforms con­

cerning old age pension acd ao f orth, and stated that 

t he Comnuni a ta would vot e for the bl.ll but hoped that 

hi s comments would be 

WILSOII 
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Secretary of State, 

Washington . 

GRAY 

Paris 

Dated March 10, 1937 

Rec 1d 6: 40 p . m. 

334, March 10, 4 p . m. (SF.CTION FIVE) 

token into occount. While the Communists voted for .the 

bill they showed a distinct lack or ent husiasm . 

In commenting upon yesterday's debts L~ TP~S says 

that i f the loan should prove a failure it will be en­

t irely the fnult of the Communis t? who keep insi Rttng 

upon thf' e:xot:~ .. tion of further soc!.al r eforms . 

tr IIATit does not believe th&t the acts of the 

Co~uniats are serious since to disturb their present 

good ~osition would mean tho renunciation of their hope 

or fus ion of the Socialist and Communist parties (see 

"'..mbassy •s despatches Nos . 400 of March 3 and 418 of 

March 9 ). 

162 

Both t•~CHO o~ ~~qrs and L~ JOUR are bitter in 

stat ing that Bluo 1 s appeals for the loan contained noth­

ing to inspi re confidence . 

E1V: rouv~tl!:, Berriot organ , calls upon all Fre'1ch­

men as a matter of patriotism t o ensure the auocces of 

the 
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UIS 2-r o . 334, ilarch 10, -1 p . m. , Sec . s , from ?arla . 

the loan , 

;~F.fUBLIQU'I': , POPULAIRJ!: and HUMANITY. while supporting 

the loan, contain attacks on the Right deputies tor lack 

of p3tr1ot1sm 1n having voted against the loan, 

( "1"D OF IP.SSAG"l) 

IYILSON 

.l..,• .. v ... .... 

ll[C[IA(O 
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DEPARTMENT OF STATE 

WASHINGTON 

lolarch 11, 193 7 • 

The Secr etary of State presents his compliments 

t o t he Honorable the Secretary of the Tr easury, and 

encloses f or hie informati~n t wo copies of telegram 

No. 334 of Warch 10 , 1937, transmitting a report on 

tne vote by the French Chamber on the French national 

defenEto loan. 
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!JAR 1 0 1937 

~DOW JONES MORNING GOSS IP ITEMS 

LONDON MARKETS ARE STI LL wgpe• FO •&O"T 

THE FRENCH SITUATION AND INTERN AT IONAL BROK ERS 

ARE BY NO MEANS SURE THAT FRANC TROUBLES ARE 

OVER -PRICES IN LONDON WERE F I RM I N 

INSTANCES BUT TRADING WAS RESTR ICTED 

STOCK MARK ET GOSS I P 

MANY 

THERE IS HINT THAT THE FRENCH GOVERNMENT 

IS PROGRESSING I N I TS FINANC IAL PLANS IN CABLES 

FROM LONDON THAT THERE HAS BEEN FRENCH SELLING 

OF OUR SECURI TI ES 
IN PARIS THE PRICE OF GOLD WAS FIXED AT 2 4 

442 FRANCS PER KILO THEN DROPPED TO 24 408 ~s-a 
~~ FR ANCS WITH CORRESPOND ING DECL INES IN STERL ING 

0
ANO DOLLARS TO 106 82-106 8 4 AND 2 1 845- THERE 

~ WAS A FURTHER SHRINKAGE IN STERL I NG PREMIUMS TO 

~ 35-40 CENTIMES AND 105- 1 IS CENTIMES- THE 

CONTROL SOLO FRANCS HEAVILY ALL MORNING- AMER­

ICAN BANKERS RIDICULE THE REPORT OF A 50 000 

000 OLS SUBSCRIPT ION TO THE NATIONAL DEFENSE 

LOAN- THE AGENCE ECONOMIOUE STATES THAT THE 

LOAN WILL RUN FOR 50 TO 60 YEARS WITH ANNUAL 

DRAWINGS- THE RECENT DECR EE CLASSIFY ING GOLD 

AS CONTR ABAND HAS BEEN ABROGATED- BANK OF FRANCE 

REPORTED GROWING VOLUME OF SALES OF COINS AND 

BARS OVER-THE-COUNTER- TRANSACTIONS IN CO INS 

TUESDAY NUMBERED 81 AND THIS MORNING ALONE 

REACHED B7- ON TUESDAY 3 000 000 FRANCS IN GOLD 

BARS WERE pURCHASED FR OM IND IVIDUALS- COINS ARE 

NOW ACCEPTED AGAINST IMMEDI AT E P~YMENT AT ALL 

BRANCHES OF THE BANK OF FRANCE- THE LARGEST PART 

1.65 
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MAR lU m1 
ADO FRENCH SENATE APPROVES LOAN 

PARIS -UP- THE SENATE AMENDED THE &ILL AS 

PASSED BY THE CHAMBER OF DEPUTIES MAKING THE 

MAXIMUM AMOUNT OF THE LOAN 10 500 000 000 
FRANCS 

BECAUSE OF THE AMENDMENT THE CHAMBER 

WAS CONVOKED TO RE-PASS THE BILL 
-0-

AfAR I 0 1937 

FOREIGN EXCHANGE 

PARIS - FOREIGN EXCHANGES REVEALED AN 

IRREGULAR TENDENCY IN THE OFFICIAL SESSION -

THE MARKET WAS A BUYER ALTERNATELY OF FR ANCS 

AND STERLING AND STERLINU PREM I UMS TIGHTENED 

SOMEwHAT 

SENATE F INANCE COMMITTEE- S INSISTENCE 

UPON INSERTING THE AMOUNT OF THE LOAN AS 10 

500 000 000 FRANCS IN THE DEFENSE LOA N BILL 

CAUSED AN UNFAVORABLE IMPRESS ION 

THERE IS NO EVIDENCE OF L I OU IOATION OF 

FRENCH HOLDINGS OF AMERICAN SECUR ITIES PEND­

ING ANNOUNCEMENT OF THE LOAN - IT IS DOUB~E~ 

WHETHER EVEN IF THE TERMS OF THE LOAN ARE . ALL 

THAT COULD BE DESIRED BY THE FRENCH CAPITALIST 

ANXIOUS TO ESC AP E FRENCH TAXATION THERE WILL 

BE ANY CONS IDERABLE L IQUIDATION SO LONG AS 

W:ALL STREET REG I STEP.S A R ISING MARKET 

-o-

16S 
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LONDON FORE I GN EXCHANGE 

LONDON- IN THE FOREIGN EXCHANGE MARKET 

FORWARD FRENCH FRANCS IMPROVED WITH THREE 

MONTHS DISCOUNT I 1-2 FR AN CS AND ONE MONTH 1-2 

FRANC- SPOT FRANCS WERE FIRMER 

IT IS UNDERSTOOD FRENCH AUTHORITIES ARE 

SELLING FRANCS SPASMODICALLY IN ORDER TO STEADY 

RATES- FRENCH SALES OF AMERICAN SECURITIES WERE 

RESPONSIBLE FOR WEAKN ESS IN AMERICAN DOLLARS-

THE TURNOVER WAS SMALL 

-0-

MAR 101887 

SL IGHT SELLING OF AMERICAN ISSUES 

LONDON - BANKERS HERE REPORT THAT SOME 

FRENCH HOLDERS OF AMERICAN SECURITIES OEPOS I­

TEO IN LONpON REALIZED ON THESE HOLDINGS TOOA¥ 

BUT SUCH TRANSACTIONS CAN ONLY AMOUNT TO SMALL 

SUMS 

IT IS IMPOSSIBLE TO SAY WHETHER THE FRENCH 

SOLO AMERICAN SECURI T I ES FROM PARIS IN LONDON 

AS THERE IS NO PROPERLY CONST ITUTED AMER IC AN 

SECURITY MARKET I N PARIS AND THEREFORE NO 

REGULAR ARBITRAGE IN AMERICAN SECURIT IES BE­

TWEEN THESE TWO CENTERS 

- o-
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GRAY 

Pari s 

Dated March 11, 1937 , 

Rec 1d , 9 : 15 a , m. 

SecrGtary of State, 

':Jashi ngton. 

339, March ll, noon, (SECTION ONE) 

FROJ: CO:mRAN. 

The bill containing three articles authorizing loan 

and providing f or modificc.ti·•ns of the monetary la•.1 of 

October l , 1936 , wns passed by the Senate l ast ~v~ning 

by 262 "Jotes tv l with 46 abstainir.g , The Chamb!'r then 

accepted Senate 's text by 479 vot~s to 30 with BB ab­

staining . 

The text of Articl~ III of the law as transmittl'd i n 

my tPle ~.ram 329, March 9 , l p . at , r emains unchanged , 

Chan&es of imuortance wer e made in Artic les I and II , 

Article I was modified by the Chamber to insure th~ 

applicat~on of the proceeds of the loan t o nat i onal 

defense expenditures , The Senate thPn limited t he i ssue 

authorization to the natic-nal def ense expenditures of 9i 
billion f rancs authorized in the s,ecial budget for 1937 

and to ne~ military works of one billion france authorized 

in the ordinary budget for 19371 makes a total of lei 

BILLIOI!S, 
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- 2- No . 3391 March 11, noon (Section One) from Paris 

billions • As pointed out 1n my telegram 336 of yesterday 

the bill as passed by the Chamber 

WILSON 

~ ...... iC 
RR 

Q \ 'i ! J :l :1 !I 

I :', 

t•· ·:~~~ 11Ul' 1' ' 
n .• ·..Jt·' 

" ........... .. ., ............ .....-At 
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Secretary of State, 

· lashington • 

GRAY 

Paris 

Dated loiarch 11, 1937 

Received 11 :25 a . m. 

339, March 11, noon (SECTION r·o) 

170 

in its firnt reading authorized loan issue to cover all 

national e~penditures during 1937 uhich in reality ~ount 

to almost 20, 000, 001, 000 frcncs . 

Article two ns adopted contained t he important 

modification introduced by t he Chamber Fin~nce Committee 

to provido that any measure dosigned to establish exchange 

control must bo authorized by Parliament . 

Articles one and two thus modified read 1n trans­

lation as t'ollo"s : "Articl e one . '"!1thin the limit of 

authorizations given by the Finance Lnw of Dece.mber 31, 193t, 

th~ Minister of Finance is authorized to issue a loan provi~ • 

ing for e~change guarr ntee and option as concerns both 

capital and interest for the purpose of financlng national 

def ense experditures. 

This loan may be issued in several seri es up 

to a net ~~r.~ount which may not exceed expendi tures duri ng the 

budgetary year 11371 
directly concerning national defense, 

either under the heading of ordinary expenditures for new 

wor k 
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339 from Par is (Section mo ) 

- 2-

work o r u nder the h e a d ing of expenditure s of inve stments in 

cnpitnl, the who l e within t h e limit of lo, s e o millions . 

Thi a nuthori zt'.tion is not in addi t ion t o t hat given i n 

Arti c l e 2 5 of t he Fi n ance Lc.v1 of Decembe r 31, 1936 under 

section on e (nationnl def ense) relating to the account of 

investments in C~pital , 

Art i cle two , The Prov isions of Ar t i cl e s 8 1 101 

11 c !Ji 12 or the l.:!onetary Ln" o f October 1 , 1936, are 

nbrogo.ted. 

Any measure designed t o es t o.bli sh e xchange 

control can only b e eff ected by a l nw. " 

The l aw is promulgated in t h e Journa l O£fio i el 

of t oday and is dated M~rch 101 1937. 

( EUD MESSAGE) • 

CSB "ILSON 

I I ) :J ; :1 

... 
I :: . 

• • I • """' t 
• A ... lto. t • ' • ,. ~·~·~•J 
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H. lJ: . 
Cochran: 

l:lMJr : 

C: 

K.\!Jr: 

C: 

H!.!Jr : 

C: 

HIIJr : 

C: 

I!J,!Jr: 

C: 

l:I!.!Jr : 

C: 

IGIJr: 

C: 

HliJr: 

C: 

I:IUJr: 

C: 

HldJr: 

C: 

HliJr: 

Hello, Mr. Morgenthau -

Hello, Cochran? 

Yes, good morning, sir . 

Thursday 
Marcb U, 1937 
9 : 22 a .m. 

172 

Good morning I j ust wondered what was going on -

I 1m at my home now and when the Ambassador called me 

Yes 

I got 1n touch with t he Bourse -

Yes 

- my contac t there . And be told me that a communique 
was just out a t that minute . 

Yes 

Giving t he t e rms of the loan. 

Yes 

I t•s four and one half per cent, - i ssued at ninety­
eight and to run for sixty years. 

What? I'm sorr y, I didn't bear. 

I say, it's f our a Dd one half per cent -

Yes 

Ninety-eight 

Ninety- eight? 

Sixty years -

Wha t? 

Sixty - sixty years . 

Sixty years? 

\ 
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C: 

HllJr: 

C: 

BlUr : 

C: 

EI!Ur: 

C: 

EII.!Jr: 

C: 

EIIIJr: 

C: 

H!IJr : 

C: 

I!J.!Jr: 

C: 

HllJr: 

C: 

Ell.!Jr: 

C: 

HllJr: 

C: 

Hl.IJr : 

C: 

EII.IJr: 

( 

-2-

l:iixty, yes . 

Now, wai t a minute - it's 

years -

It•s tour and a halt percent? ­

Yes 

Sixty years? 

Yes issued at a price of ninety-eight . 
Ninety-eight? 

Yes 

o. K. 

And - my friend bas not seen tbe communique 

Yes 

tie said there was some r eference in there for some 
basis of exchange 

Yes 

- figuring the dollar 

Yes 

- Twenty-one ninety -

Yes 

And s terling at 106 .9J . 

'Nait a minute - sterli~ a t what? 

At 106 .9J , 

106.9J? 

Yes 

And anything about the dollar? 

173 
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C: 

HMJr: 

C: 

a\!Jr: 

C: 

I!!JJr : 

C: 

HWJr: 

C: 

HMJr: 

C: 
( 

HMJr: 

C: 

lfiiJr: 

C: 

HIIJr : 

C: 

HMJr: 

C: 

HIIJr: 

C: 

( 
HiiJr: 

C: 

-3-

Dollar - twenty-one point ninety. 

Twenty- one point nineteen? 

Ninety- ninety 

Ninety - yes. 

Ye s 

I see. 

And he sai d there was some r eference in the communique 
to tbe B. I. s. 

Yes 

And just as soon a s I came home at noon 

Yes 

- and hear d the gossip that they were, I think, 
trying to get the H. I. S. again 

Yes 

- to make arrangements for a payment in foreign 
currency. 

I see. 

And I am going to call Trip when I go back to 
the Embassy. 

Yes. 

It isn't clear in the communique. 

Yes 

I •ll get the communique when I ge t downtown. 

Well, I guess it ' ll be on the wires by then. 

Yes, it should be, because they're turning it out 
a nd Havas started wiring it. 

Well, Lochhead's here, he's giving i t 
hasn't got as much as you' ve given me. 

No -

no, he 
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li. !.I .Jr: 

C: 

HIIJr : 

C: 

HMJr: 

C: 

!!lJJr : 

C: 

HliJr : 

( C: 

KUJr : 

1,; : 

IIMJr : 

\.! : 

H.liJr : 

C: 

HI.IJr: 

C: 

lilUr: 

C: 

BIIJr: 

C: 

BMJr: 

-4-

No - well , all r ight . 

And you suw - the Bank of France statement did not show any gol d loss t oday . 

They didn't? 

No, but it showed t he borrowing of another three hundred million f r ancs from the banks . 
Well , they 've go t good bookkeepers. 

They di dn't have this time . 

Xes - well, when Archie Lochhead does sotnething now that I don ' t like, do you know wha t I say to him? 

'Nhll t ' s t hat? 

I s ay, • Don't- don ' t pull a Bonnet on me.• 
(Laughs) My, tha t's good . 

(Laughs) What? 

Xes - and tonight at seven o ' clock 

Whet? 

I s ay, t onight a t seven o 'cl ock, -

Yes 

Pr esi den t LeBrun 

Yes 

- wil l give e r adio appeal. 

Yes 

~ut there ' s been nothing more in the paper about your - your friend there . 

I see . 

- about bis ratio . 

Well, our loan was a success . 
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C: 

RMJr: 

C: 

li!JJr : 

C: 

HIIJr: 

C: 

H!.!Jr: 

C: 

HJ>IJr : 

( C: 

liL!Jr: 

C: 

llloiJr: 

C: 

!iliJr: 

C: 

-5-

It was all right, then? 

Yes 

Fine ! first rete -

Yes, yes . 

And I sent you one telegram this morning 

Yes 

- which just summarizes - giving the exact terms 
in English how the monetary law was ~uoted 

All r ight . 

And another one giving information about their 
gold sta t ement . 

Yes 

176 

So - they ought to both be there in a little while . 

0 . K. 

All right - and I' 11 get this 
straight during the aft ernoon. 

All r ight . 

Fine 

Thank you. 

All right, sir . 

business 
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li14Jr: 
Treas . 
Oper a t or: 

HMJr: 
[. . w. 
Knoke: 

IDIJr: 

K: 

IIJJJr : 

K: 

iiLIJr: 

K: 

Bl.!Jr: 

!{: 

lUIJr: 

K: 

WIJr: 

K: 

HMJr: 

K: 

llliJr: 

Hello 

!lr . Knoke 

Hello 

Good morning, Mr. Secretary 

Hello, Knoke? 

Yes, sir. 

Thursday 
March ll, 1937 
9 : 28 a .11.. 

I just got through talking to Cochran and it' s a 
f our and a half year, sixty year - f our and a 
half percent sixty year bond at ninety-eight. 

Ninety-eight - yes -

177 

And t hey mention in the thing sterling at £ hundred 
and six decimal ninety-three 

A hundred and six decimal ninety- three 

And the doll ar - twenty-one decimal nine oh 

Twenty-one decimal nine oh? 

Yes 

I see . 

Nhat does tha t mean? 
' Well, that is (Laughs) It will t ake time to 

figure that one out. One-0- six - well , I'm 
afrai d I ' ll have to call you back, t hat will probably 
take a little while . 

Well, don' t bother . I wanted tog et i t t o you f ast, 
though 

Yes, thank you. 'l'hat is much better than what the 
ticker said. The ticker didn't mention any r a tes 
at all and said those r ates were variable . 

No, this is better t han wha t the ticker sai d . 
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K: 

HL!Jr: 

K: 

HlAJr: 

K: 

liUJr : 

K: 

HUJr : 

K: 

HLAJr : 

K: 

1:!11Jr: 

-2-

Yes - oh yes , decidedly . 

Because tbe ticker didn ' t have it, tbat• s why I 
called you. 

178 

It' s four and a half, sixty years at ninety-eight? 

Yes Sterling at a hundred and six n inety-three, 
and tbe fr anc twent y-one ninety. 

Twenty-one ninety Well , we ' ll f igure it and 
give Ar chie the figures in a moment . 

Well , Arcbie ' s .figuring it now . 

I see . 

He's mumbling to himself . 

(Laughs) 

All r ight . 

Thank you very much, sir. 

Goodbye. 
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H. :.I . Jr: 

Harrison: 

d • .ii . J r: 

ll : 

H. I. J r: 

H: 

H.• . Jr : 

H: 

ri . ' . Jr : 

( 
ll : 

H •• 1. Jr : 

ll : 

ll . A.Jr : 

d: 

H. "I . Jr : 

ti : 

ll .:.!.Jr: 

d: 

d . OI.Jr: 

8 : 

H • .II . Jr: 

a: 

Geor ge? 

Gooel morning, Henry . 

••hn t 1 s on your minJ? 

lola r ch 11, 1937 
9 : 57 a . m. 

./ell I - t wo things - fir s t, I was Jus t noticing 
on the ticker t he t e rms of tncse French bonds • • ••• 

Yes . 

•••• and tol.~ing to 

Yes . 

about it. 

The r e ' s nothing t o i ndica t e tha t they've fixed the 
r u t c of exch1.nge ut all . 

•lell , 1 s polte to ~ocoran and I gave those f igures t o 
Knoke . 

on, you d i d . 

Yes , •e go t a r &t e . 

Oh well tnEt 1 s a l l r ight then. 

But it doesn ' t sound r ight because it NOr~s out 
jus l ex~ctly t he present r ate . 

Oh. 

I mean with a fe• fra~tions . 

Yes . 

I e a ve it to Knoke immedi a t ely • 

All right . 

But ther e ' s no var i at i on in it and it works out 
appr oximat ely t he seme as ours . I tnrew it away . 
I gave i t t o Knoke a nd be Rnd Archi e have been 
wor king i t o ver . 

I s ee . 

But it see::Js impossible the t they would t'b the 
r a te of today• s prices pr actically for bO years . 

Yes. 
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H.II. Jr: 

H: 

H: 

H. :.I . Jr: 

H: 

H.!i. Jr : 

H: 

H. r.t . J_ : 

H: 

B. li. Jr : 

H: 

ti • ..I . Jr: 

H: 

H.M. Jr : 

H: 

H • ..I . Jr : 

H: 

H. II .Jr: 

H: 

- 2-

llo - wnen they Cti.me over toe ticker like that I 
called vochran a nd he had the communique end he 
gave i t t c me . 

Yes, I see . 

hh - our own s tui'f I underst&nd went very wel l -
the conversions - we hr.d 46J million without a ny 
mail . 

'Nell I think that' s pr etty good . 

I tal. nk it 1 s aamn good . 

Yes I ao too . J..nd you ought to be very t nankful 
you did wha t you did - pr icing it as you did , 

Doing wha t? 

!n pricinc it es you did . 

Pr !olng 1 t wd then wnll t I did yesterday morning . 

Yes, you me~n - en - bidding on tne Board . 

~ell I cefn t £Aing - offerir~ t o t eke everyth1n& 
that the deale~s nsa . 

Yes , sure . 

I meun I thinn I t ook tnei r brea th away . 

Yes . 

You know . 

Yes . 

durgess ..• • • 

t/ell a ny Nay it 1 s gone very nicely and under the 
circumstances I th!ruc you should be very pleased 
about i t. 

I am because I d on 1 t thi nk a nybody r eal1zes how 
sloppy the going was . 

Yes, quite sloppy . 

li . t~ . Jr: 'les . 

181 
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( 

H: 

H . ... . Jr : 

H: 

-3-

Appert tne French .• 

i.es . 

.••••••.• c6llea up, to a sl< this morning 
,orhett1er ne 1d made an lippoint!llent for Bonnet with 
me t omorro.·; afternoon •••••• 

182 

H. LJr : Yes . 

H: 

li. '! . Jr: 

1! : 

li . ii! . Jr : 

H: 

li : 

H • ..: . Jr: 

li : 

U . :.! . Jr : 

H: 

H. :.I . Jr: 

H: 

s .~ .Jr : 

li : 

H. ll. Jr: 

•••••• at 2 : JJ or J : JJ . 
of business I woulo say 
in t no past '"1 th any of' 

~es . 

Now in the natural course 
yes . I 1 ve al ways dono tha t 
those fellows ••••• 

.•.•. if tney a sk . But~ Just w~nted to l et you ­
not ,orbht 1 N~S try ln6 to do but I wa nted to let 
you .<noll t.ne circu:nstanccs before I did &nything . 

."/ell ..•.. 

There ' s no r eason why I shouldn ' t . I - I knew him 
over ut the London ~onference ••••• 

Yes . 

••• a nd nis being in New York! th~~ it ' s quite n&tural 
t o t ell oe w~t ne •s doing • 

.. ell .ie 1 ve fOt a new S6y1ng in the Treasury a round 
here - it ' s • Don ' t pull n Bonnet . • 

(LEJ ughs) I won't pull u Jjonne t . 

I - I - I ' m ver y pr oud of it - I created that . 

( Luughs) Yes , 1 think 1 t ' s very good . 

Very gooJ (lau~hs) . I oi dn ' t know you were turning 
nu;norous . 

Well ls the t a sufficient warning (laughs) ••.••• 

lo hu t ? 

.•••.• to you? 
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Tbs t •s sufficient warning wha t ~ should not say , 

0 . 6. . 

But ~ - I see no objec tion wby I should r efuse 
t o see h im . 

llo - no I t h i nit t t would be a mistake not to see 
nim. 

Yes , I t hink so but ~ jus t wanted to let you knol'' 
tha t I ,,as golr.t t o . 

well I appr eci a t e t he cour tesy • 

Jll rignt, henry . ( leughs~ 

kl l right (laughs) Goodbye . 

Goodbye . 
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0 : 

u. I . Jr : 

Homer 
Cummings: 

d • .I . Jr : 

C: 

H. d. Jr : 

d."' . Jr: 

C: 

C: 

C: 

H. :.I . Jr : 

C: 

vo ~<head . 

dello 

Hello Henry . 

Gooa corning . 

Good morning . 

!.larch 11, 1937 . 
lv: 2J &. m. 

//ell you certLinly d eserve t o b e c ongra tule t ed 
on t he j ob you d ia t.nd I r e act the papers; you 
cer t £ i nly & o t r; w.:~nderful pr ess . 

~iu I? I nvven ' t seen the l ocal pa pers • 

.. ell the New York pu pers - I meL n I ht•ven ' t seen 
O\Yt.Oing but .. na t J. wo ulu s£y i s f& vorable . 
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J. sn I t. t n: t eo"" . I I r. I' ,,fully &lao - tne - our 
i'rienas up thero; t ell me th~< t l t d i n F l o t of goon . 

You got r. s.·,o;ll press . J.h - Homer , what I ' m calling 
:..bout i s - :..n - a n - .;hL t OfY o r cay not prove t o 
be e;nbarrE ssing t o b o tn of us .... 

Yes • 

.. .. • and thr t is it seems ;:s though - I 10ean I ' m 
putting i~ it seems us tnough your United St&tes 
vlstrict. Attorney ~t ~01C8&0 i S investigLting tne 
l reasury, see? 1low or course .. tt ' ve han oth~; r 

c<.ses like your ma n in New Yor« a na Bel t!more 
ond wnen t hey nave a ny Q ues t1 on about any Treasury 
empl oyees y" u kindly sent them o ver to me and then 
we ' ve offer ed t nem cooper a t1on a nd t ne thing ha s 
Kor ked out beautifully . 

Who are the invest - who e re t hey inves tiga ting? 

I< ell 1 t l ooks cs though Igoe wa s having a Gr a nd 
Jury inves tiga tio n of Yellow l ey . 

Of who? 

Yellowl ey und his whole ow·enu . 

l:elloway? 

Yellowley. 
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~ON no you spell i t ? 

I t ' s - Nell - Y-e-1-l- o-w-1-e-y . 

Oh yes . Is Yellowley your man out there? 

Yes 

I see . 

No;v t ne tn!nt is tney 1 re going aneaa lfi th i t 
to:norrow and I - I - - I know tlus is something 
t hat neither of us ''"nt - I mean .•• 

Yes . 

You don ' t wan t yo~ people invest igating t he 
i r easury . 

Good Lora, no . 

And • • ••• 

But I ' l l - 1 111 f ind out what ' s going on . 

Well it' you could do t his - if you would simply 
t ell !lrien IJcl:lray - Brien Mc:tahon - i s tha t his 
name?· 

llcliaaon, yes . 

To get in tou~h with Guy Relvering ana l e t - after 
all this man is under Helvering, you see? 

Yes . 

And let ' s find out wnat ther e is to it. 

All right. 

But on account o f the Grand Jury meeting tomorrow 
I think we ' l l hove t o move f a i r ly fast. 

All right ( lnughs) I sholld say so. 

Is that entirely agreeable to you? 

Oh yes . 
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C: 

( rl . .. l.Jr : 
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As I s ay - bec&use I c an' t 
Igoe is bee~ of this , see? 
he is, see? 

say positively tha t 
But our people think 

Oh, well I wonder vtho called the Gr and Jury or 
whether - ls I goe bock of it is the question . 

Well tha t ' s nnat t hey think aml they ' re terribly 
excited and I want t o . .... 

Yes . 

I - I - I -I ..... 

1 111 find out all ~bout it . 

And , as I s &y , if ~cllahon could wor:t directly 
Nith Helvering I' d appreci~te it . 

Yes , fine . All rlght, Henry . 

~hvnk you. 

GooJbye . 

18S 
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'~""FICE CORRESPONDENCE 

COUI_Uio_nloll 

DATE JlaniLll. 1.81'1-L 

SUILJCCT~ (li#j pms- WDJl 

lo. •· Dslre lAIII 01 JUIIQ,_ 

I alle4 11r. 0u1pe1 at uaaa. Be npone4 that ~e JtUttn 

1A Pu1.s wu ••• .U.t \odqJ •• ha4 boap\ n.U"'.ooo. Dollus 

wwe MU'ee t;o-· be said, 11114 he ha4 ...... \o ·- eeeo,ooo a.J.T. 

I t;old hSJI \bU I oalle4 liP 1D -Mt1CIIIl w1~ a nat•nt 

by ~e Fresb 111a1A:I7 of 'SnMse *lsb ... npone4 - ~e Dow ZCIIIlea 

'l1alt• as fellont 

tlfbe hcsb 111a1ab)- of na .... , e .. 
\ba\ a ~ rauo w1l1 be enPUIIle4 l.a\u b.tuae 
~e rr.teb tr.o and nerlJ.ac ed ~e 4ollu. 

-.owwer, ~e ra\to "".._ ~e rr.e has 
•d the -.tas tr.se, •• well as llohsM Ute lw1as 
traae ed nerlJ.ac nd t he dollar w1l1 be •u1.able.• 

I •*e4 hSJI 1111-'hwr be .-ld aplUA t;o ae ~e -d pal'\ of tbts 

nn••'• a•.tT• that ~e rat1o betwee the Fr•eb tftao ed ~e 

81r1ss traao as well • • ~wee ~e a.tas hao ed nwu., e4 the 

dollu -.14 be .utablo. Car111tel npl1s4 t bet he 414 aot aow 

llt\at the -.erdGD rate blr nerl.1nc ad dollus ~d be ~tGr wba\ 

t he a1 ,., ... of \be Hlternoe t;o a .ulabl o raUo, ldnoo all ua.., 

-"•• WU'e hMfle4 a\ ~· IU.ala\17 of rs.ua... Bowwer, be p.-tM4 

be wal4 1ee1r 1ato Ws •en1ca of a .utallle ra\to ad let ae Dow 

e1\ber -... or ..._now. a...-ue be sa14 1\ l.ooke4 to h1a •• 
11 

\bolllb u. ....... -ua1'll ., • 1Jl \lad ........ 

I 1D.tln4 wba\ Uae f"' '• was 1B lluope w1~ ret• re M 

- ~"i 1. 
\ 

Ws lola. Be 'ida ·H was ..U rae.S.nd 1B '•' I 1a Pu1.s Ulo *\' 
_ .. to tMltu\ Ule 1.-. prt" of M was all'*lo'" blcJa. 

~~~ 
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0 : 

H. J& .Jr: 
Homer 
Cummings: 

H,JI.Jr: 

C: 

R.M.Jr: 

c: 
H. M,Jr: 

c: 

H,)I,Jr: 

C: 

B.M.Jr: 

Ct 

H. W.Jr: 

C: 

H.:Y.Jr: 

C: 

H. )I ,Jr: 

Go ahead. 

Hello 

Hello Henry. 

Good morning. 

Good morning . 

llarch 11, 1937. 
10:20 a.m. 

Well you certainly deserve to be congratulated 
on the job you did and I read the papers; 
you certainly got a wonderful press. 

Did I. I haven ' t seen the local papers. 

Well the New York papers ~ I mean I haven't seen 
anything but what I woul~ say is favorable . 

188 

Isn' t that good. I ' m awfully gl ad - the - our 
friends up there tell me that it did a lot of good. 

You got a swell press. Ah - Homer what I tm calling 
about is - ab - ab - what may or may not prove to 
be embarrassing to both of us • •••• 

Yes. 

••• • • and tbat is it seems as though- I mean ltm 
putting it it seems as though your United States 
District Attorney at Chicago is investigating the 
Treasury, see? Now of course we've had other 
cases like your man 1n New York and Baltimore 
and when they have any q11estion about any Treasury 
employees you kindly sen£ them over to me and then 
wel ve offered them cooperation and the thing has 
worked out beautifull y . 

Wbo are tbe invest - wbo are they investigating? 

Well it looks as though Igoe was having a Grand 
Jury investigation of Yellowley. 

Of wbo? 

Yellowley and his whole Bureau. 

Yelloway? 

Yellowley, 
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H.H.Jr: 
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H. ll.Jr: 

C: 

B.M.Jr: 

C: 

H. ld.Jr: 

C: 

H. M.Jr: 

( C: 

H.Y.Jr: 

C: 

H. Y.Jr: 

C: 

H. 14.Jr: 

C: 

B.M.Jr: 

C: 

R. i4.Jr: 

C: 
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How do you spell i t? 

Its - weU - Y-e- 1-1-o-w-1-e-y. 

Oh yes. Is Ye1lowley your man out there? 
Yes. 

I see. 

Now the thing i s they' re going ahead w1 th it 
tomor row and I - I - - I know this is something 
that neither of us want- I mean ••• 

Yes . 

You don't want your people investigat ing the 
Treasury. 

Good Lord, no . 

And •• ••• 

But I ' ll- I ' l l find out what 's going on. 

Well if you could do this - if you would simply 
tell Brtan l&cBray - Brtan McMahon - i s that his 
name? 

McMahon, yes . 

18! 

To get in touch With Guy Helvering and l et - after 
all this man is under Belvering, you see? 

Yes .. 

And let ' s find out what there is to it . 

All r ight. 

But on account of the Orand Jury meeting t o1110r row 
I think we ' l1 have to 1110ve fairly fast . 

All right (laughs) I should say so. 

Is that entirely agreeable t o you? 

Oh yes . 
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C: 
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As 1 say - because 1 can' t say positively that 
1goe i s back of this, see? But our people think 
be is, see? 

Ob, well 1 wonder who called the Grand Jury or 
whether - is I goe back of it is the question. 

Well that' s what they think and tbey•re terribly 
excited and 1 want to ••••• • 

Yes. 

I - 1- 1- I •• . . 

I •ll find out JU1 about it. 

And, as I say, if McMahon could work directly 
with Helvering I'd appreciate it. 

Yes, fine . All right, Henry. 

Thank you. 

Goodbye . 
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H . ~ . Jr : dello 

March 11, 19,37. 
10: 2.3 a . m. 

131 

0 : ar . ~~lv~rinf . 

H. ' . Jr: !!ell:> 

!lelvering : Hello 

H. · . Jr : Gu,y . 

1!: Ye~ . 

h · • • J !': I l'Vt sitting in my ot'f1ce Ht'rold Grt.ves a na 
.. ar rene~: Jpper . 

d: i.e.3 . 

H. J . Jr: 11. 1 3 ln r .. ~t.rd to tnts Grund Jury investig~>tion 
of Y .. llo•ley . 

h: " h-ht . 

" · • . Jr : No ll I ju t .;e lhu Uj.l Ho'ntr Cullllllings . r S llO r I m 
~ ur~o tnb t nt ~>OulWJ ' t >.Lnt a nyboay in the Depart­
•nent or Ju• tice tnvestig< tlng tne Tref sw-y d thout 
first t~lKtn: to us , Stt? 

n : Yts . 

ii . .t . J r : 

H: 

:-t . ... . Jr : 

:i: 

B. ll . Jr: 

H: 

li . IL Jr : 

I ~eiu 
diun • t 
.;et tn 

Yes . 

e thouent tnut !gob *&s b£ck of it; we 
KnoR . I t;SKed llim to have Brien IJc!.!enon 
t oucn with you ~t once , s ee? 

I ~" tu ttl' t ve 1•ere very LJUch . u ps e t and tna t 11e 
n6d to a ct. quickl:,' , see? 

Yes . 

!low I f e lt - tne ret. son I a sKeo hil:l t o get in 
t oucn witn ) ou - after a ll it ' s an 1nvest iget1on 
really ol ~ pbrt of your o rga niza t ion •...•• 

Yes . 

••••• ~nd I f e lt that you ' d want t o handle i t . 
11m r r t ght? 
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H .. ~ . Jr : 
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H .. ll. Jr: 
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n . • · Jr: 

H: 

H. M. Jr : 

1:1 : 

H. II . Jr : 

1:1 : 
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Xes . 

1/na t? 

//ell, o1' course , L tbink ( laughs) tbis fellow !goe 
has gon~ wild up there . 

•. ell no" - Harol<.l IJrll ves - wh<:t I woulo sugges t, 
i f > O U t nin.< \'tell or it, i s tnat you ha ve Br ien 
~c~~non cooe to your offi ce, s ee? 

Yes . 

knd Harolu Grav~~ &nd - will eo~e over there , see? 

Yes . 

.t.nc: he - r ender you .vhatever assistance ne c a n . 

Yes . 

Now I under stc nd tha t Morrison Shafr oth kn0'113 
all about this a nd <.:lurence Opper knows a ll a bout 
it , s ee? t>ut I felt in~~srnuch as it was pert of 
I nternEl RP ve nue the meet i ng could t a ke place a t 
your o ffice . Do you a&ree witn me o r not? 

Yes , thEt 1 s t:ll r ight . 

Or woula )~u r~tner n&ve it over &t my office? 

.7ell , o!' cow·se, I - I• a llo!:e - I e oula come over 
tilere if you .;~;nt t.., m ve 1 t t here - I ' d hEr tlc.d 
to do tn&t . 

• ell - > n - I 've t r .cen it up with Homer Cumo.llings a nd 
let him .-::now of my i nteres t End , f r a!Mly , I 1 m so 
pressed for t ime ..•. 

Yes . 

••. . .. tha t I ' d rather have you hand l e i t. 

,/ell I ' d be g~11d t o do tna t . 

out I mean I've told Home r Cummings o f m¥ interest ••.•• 

Yes . 
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H: 

H. !o! . Jr : 

H: 
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•••.•. a nd asked him t o Mve Brien llcl.latlon contact 
y o u . No;: I - I t hiM t h~t - l"lha t I' d li&e to do 
l s t o l e t you r un t hr ough tne gauntlet - l f you 
ct.n1 t ge r. coo;>er a t i o n; i f you cen• t stop t h is 
t ning t.<&n you c~>ll cu lind I ' 11 call Holler Cum.'llings 
t.galn . 

'l.es , all right . 

!:low ' s tnat? 

~ ine . 

!'; ovt woi t a minute - l~t me 
they w~nt t o a ad 1<11~:t:~ing 
sugtlest ••••. 

ASk toe boys here whe ther 
( p~ use) lihc t I .vould 

I •u li&e to nave vrav~s nere thougn bec~use he •. ... 

.. eu ne •unts t o be there . 

::hu t•: 
ile w~.onts to b e tner e . 

'l:es . J. na noN- >.h- •.••• 

If you •••... 

. . • . . r snoul., Cbll .tc .. ~<non and as& nim f or "n 
&pjloint.1ent a nu t no:n to ~>o vlse me .vnere it Nos .so 
o~e could a ll. •. ... 

lel t no -1 i.lcMt~non w.Ul Cll Ll you . 

Oh he lt1.ll . 

If r\a doesn r t c a 11 y ou by 12 o ' clock t hen t 1 d 
call nim . 

J.ll rignt . 

I' d .<ait until 12 . 

Yes . 

It y ou don ' t hear froJP him by 12 then I'd call him . 

Yes . 
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Hut I go t t he Attorney General - he ' s still in 
bed . I Just spoKe t o him now. 

Yes . 

So - but ir you oon •t near rrom nim by 1~ I' d 
call him . 

uell I ' 11 do t ha t then. 

!low lf you ' d r ather - ah - I j us t thought thlot -
the r euson tha t I wos putting it over to your 
ofrlce Wt'S 1 thougnt tn!s was & brancn of your 
office . How- eh •••. 

1$4 

•h&t 1 S p~;rfectly hll right . I'll be gl od t o s t art 
it . I don ' t know - I 've been following this case 
without any aovice fro• oerttsbire• s office ••••• 

Yes . 

•••. and it seems to me it w&s ra tner a r ow deel . 

Now - ah - wnen you hu v., the appointment - Har old 
Ifill come over to s ee you 1 nyt i me you wont . 

Yes . 

He ' s sitting nere now. ~o you want him to come 
over no~1 He ' ll come now . 

• ~ell mc.ybe - maybe "e ' d b ett er go over there 
and hove a 11 ttle ••••• 

.'iell supposing he comes over now? 

uell thot •s a l l r ight . ••e might have a little 
rehee rsal beforehand . 

night - now just a minute . He says he ' s ready . 
(P~use while H. A.Jr. tPlks as i de) 

vlarence Opper says he CEo come now or he can come 
lat er. 

Well I - I jus t have o little mat ter here in my 
office - be through ln ten minutes. 
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••ell s upposing we s ay the boys will be over 
there at 11 o ' clock . 

Yes , all right . 

Bow' s tha t? 

~ine . 

And they tell me Uorrison Shafroth knows all 
about this . 
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Yes . ilell bEtter call him down with us, hadn ' t we? 

I thought so . 

Yes . 

Non I woulun 1 t s t and f o r any nonsense and I ' d hit 
bard and I 111 bock you up . 

'!/ell , of course, the - I think we tried to - from 
all information He ge t from our side I t hinK it 1 s 
(laugns) absur d . 

o~ ell I - I - I ' IB even wondering whether somebody 
fairly high up in the Treasury shouldn' t be there 
tomor ro.f . If - or else better than t hat if 
Brien ~cYahon «oula go ouL tnere . 

Yes . 

I thiOA Brien :.!cUllhOn ought to take the four o • clock 
train and go out there . I ' d j ust raise hell about i t . 
~y God look what they did t o me on Secret Service . 

Yes . 

I •d just woula raise hell, Guy . 

Well I can t alk stralgnt enough t o t hem ( laugh s) i f I 
ge t the f acts . 

~Vell the boys '0'111 be at your of fice at 11. 

A 11 right . 
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H. !.I . Jr : 
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B: 

H. l& . Jr: 

-t>-

But I wish you •c r aise hell . 

Hl r ight . 

l SS 

Now when are yo u c oming over on tha t little mat t e r 
or New Jersey? 

.~ell I d ictn ted tnose recocnmenda tions and they 1 re 
being written r ight 11011. I was just - well what 
time ~oulv be convenient f or me to drop ove r there? 

.1e 11 w ny don • t I s t r 4 : JJ . 

.tdl r ight . 

.1111 right . 

To-day. 

Yes . 

But on this o ther thing I - I - I 111 back you up 
tne limit on tnis mat ter . 

• lell that ' s fine . 

So - and -.e ' ve got to t c,ke care o f our ovm boys . 

::;ure - it loo-ts to .ne - the wi1ole t ning is tnis 
fello.t I &oe hfs got hts neaa s et t o d isrupt a very 
gooa running office at Chlcago . 

Yes . \'I ell I do n ' t .cno.v - as I say I Just would 
r a ise nell ten.! I think Brien Mc\lahon better get 
on tnat 4 o ' clock train out there and ge t into 
this tntng nimsatf bee!' use I don ' t know ho.1 tong 
I •m going t o sit here and take it. 

Yes . 

See . 

nell we ' ll - .ve ' ll do toot . I i' he don ' t call me 
by 12 ..... 

Yes . 
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• .•.. 1 111- ah .•..... 

'lou call hlm . 

•.. • . call him. 

'lep. 

All r ight . 

Thank you. 

1S7 
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!.!arch 11, 1937 

Hopkins was 1n at 11:30 today. 

In connection w1th letter of February 23, marked 
•No, 1°, we agreed to give hi m $50 ,000, 000 now and 
S200,000,000 Uarch 20t h. No more money and no turtber 
conversation unt i l may 1. 

In connection with the quest i on raised in the 
attached letter, marked 1 No. 21 , I told him that we 
would try to include it in t he bi ll wh1ch would carry 
a rel i ef appropri ation tor the f1ecal year 1937-1938. 

\ 
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WORKS PROGRESS ADMINISTRATION 

HAAftV 1- HOP'KI,... 
A.DMIIIII!ft'AA1"011 

The Honorable, 

WAA.,_f(C~HeQH MJIL..OIHG 

11S4 N&W YO .. K AV£HUI: NW, 

WAAHINOTON, 0. C. 

The S.oretuy of the TreUUJ7, 
lfaahi~on, o. c. 

lf;y dur Kr. Secretary: 

Febl'lluy 23 , 1937. 

Reterenoe 1o •de to our reoent oonterenoe, at wbiob tille 

the -tter of allocating the oat1re aaount of !undo intended tor 

the '!forb Pl"~reu Ac!alniatrat1on in the Firat O.t1o1.,oy J.ot ot 

1937 waa 41oouased. You requeated that I ouhlllit to )'OU a reou.e ot 

the pointa oovered at tho oonferaooo, in order that you might tur­

ther oonoider the •tter. 

The .. thod ot allocating tuDda to the lfork.o Pl"ogreaa Ad­

ainietration on a band to hand bade bt.e gr eatly handicapped the 

operation of the lforko Pl"ogruo, t.lld baa unqueatio-bly proTed 

ooet4'. 

I aa aware of the nooeuity t or ooWid budget 1.ng, in order 

that tundo approprit. ted tor work roliet •Y oOTer our ope ratione 

thro"&&l June 30, 1937. Howenr, I feol that euch budgeting ohould 

be the reeponoib111ty ot the admin1atrat1ve ott1ce and tbua allow 

the tlaxibility 10 obTiouoly neceo oary in the financing and opera­

tion ot the work relief procraa. 

It bt..o be"" the praotice of the 'II' orb Pl"ogreu , ,., nle ­

trat1on to con';rol obl1gat1ona or the reepeot1n statu throngh 

the ieouanoe of 1101rthly b\ldgeta, which haTe the effect of lilliting 

the obligationo llhioh u:y be incurred during the 1101rth. In the 

put UTC aontbl it bt.• been utr-l;r difficult to aintain '""h 

a IIOD:thly budget, einoe t\mdo han been allocated to the A ... tnlo­

tration in auoh an irregular anner. For e~le, during tho lut 

aenn aontht. only two tillu han tlmde bee a llotted in autf1o1ent 

&IIOUDtl to allow o011plete coTerag• ot one aonth•o bud&eta; two 

tiaeo 1\lndo allotted were delqed to the oa<tent that budget• oould 

not be oOTered ocoopletely utU t2\e ouo ceeding IIOilth, 1114 three 

tiaeo alloeat1ona .. re raoe1Ted in ouoh -11 &IIOllnto a o t o au 
DOOeuuy r~ted 411tribllt1on ot t'lmd• to oonr Statu• 110nthly 

b\ldieto . 

Cuh lhorta&ea han ~e atteotin p lanning ot project 

operation illpoedble, oinoe in aJ11 oaou t'lmdo ...thoriaed were 

not outtic1ant to allow proour-at ot ovpplieo and •teri&lo, be­

yaod tbe our rant 11011th • a DO ado. Thie raoul ted in inoreued aclain-

1etrat1n ~·· ainoe •terit.lo and evppUu had to be ordered 
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aDd reordered in .-all quautitiea. ~tit7 diaoounto oould not 

be obtained aDd project oooto were thuo inoroued. 

ID&b1lity to ooTOr aonthly budgets with caah authorlu­

ticma wu respcmdble, in the Mjority ot CUll, t or payroll de­

laya, aDd hao reeulted in the eatabl1ah.ont ot eo-called •ouapen­

e1on" accounts . Thua, an additional aet ot booka 1a r equired by 

both the Worn Prop-eu Adainietration 1M the Treuury Aocounte 

ottioe. 

lloathly allocation of tuDdo to the 'lforlca Prcr;reu Adain-

1etrat1on hao reaulted in a tr....,ndouo .. ount ot paper work to the 

llorb Progreu .•d•lnbtration both in lluhington and in tlw stateo, 

aDd to the Treuury ott1c eo. For ua.ple, wt.re it 1a neceoeary to 

d11trlbute tuDdo three t:a.e a month, opprox1Mtely t1tt- hUDdred 

adjuet.ante .... t be •de in aocounto maintained in Waeh1ngton. The 

etteot in the state, bowenr, 11 tar acre oeriouo, oinoe 1'UDd obort­

a,;eo require al.llooet oonatant oh11"t~ ot allot.ant acoounta in 

aaounte aa eaall ae $100. 00 trom project to project, allotaent ac­

count to allot.ont account, aDd appropriation to appropriation. 

At leut eighty peroent (80%) ot thoae trmetere ...,uld 

be wmeceoaary 1t the total uount appropriated in tbe F1rot Deti­

oienoy Bill of 1937, intanded tor tbe Worka J>rotreu Jdain1otra­

t i on, wore ll&do aTailable at one ti110 rather t han on a aonthly 

buio. 

It 1e n ow the intention ot the Worko Prof;rou &dm<nh­

tration. to adrl.oe the r eopeotiTe lltatea or t h81r bud.r;eto three to 

t1Te 110ntha in ad'f&Doo, o1DOe it io tolt tht.t only in thio aDDer 

can the prcr;raa be planned in an orderly tuhion to bring about 

ca.pleted projeota, or oa.ploted econaaio unite ot projeoto, bJ 

June 30, 1937· Thie long range plannin& cannot be acoa.pliehod 

unloae the total uount 1nt8Dded tor th8 Worko Protreoo Mainie­

tration 11 a llocated at tbi.l t t-. 

Sincerely, 

&p~ 
Aclainiat rator. 
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n. B0110rallle• 
!1M See~arJ of tlao T..-.11r7, 
llub~""• o. c. 

1oNu.rJ 2}. 19J7. 

Rof ore,..o 11 .... to o..r roo•• ... at•r-. at wllhb t lM 
the .. t t or ot allMatiac t lko .tire -t of ha4e 1ftu4 .. tw 
tM 'llorb Jln&re .. Adain1atret l oa l a t loe Pint O.fiel-7 .let at 
19}7 •• ua ... oe4, Toll r .... ot .. tlaat I o...S.t to ;pw a re- of 
tM pol.Jrtl I Oftre4 at tlae ooato.--. 1a w d.or that l'" alp t tv­
t hor -u.r tloe • "or. 

tho .. t bod of alloeoti~ tumdo to tho 'llorke Pro&rooo Ad• 
allliltratioa oa a boa4 to baad bub hu ,roatlJ lwod1ooppe4 tho 
operation o f tho 'llorll:o Pr o, ,..., u4 hoo IIDCjlleotio• bl J proYe4 
ooetlJ. 

I oa a-re of tho aooo .. l 'J tor fOUl! 'bold&otiD&• 111 order 
that hlldo appropriotM tor work relief • 7 onor oar oporatiou 
tbro'IICII hM 3(1 , 1957 . I!CIIrner, I fMl tha t neb l>M&otla& ohollld 
lie t1oe reap-lllllit;r o f tho ..ataietrattn oft1oo ... tliM allCIIr 
tho t laib1Ut:, oo olrrl ... lJ Moooeo.rJ 1a tho n .... ~ ud opere• 
tion ot tko work relief pre&na• 

It loe.8 a.- tlao praot1M of tko 'llorltl Pn&roe• ..._Into• 
trati• to OODtrel ~Ucatiou ot tloe re.,..tift 8\aho tllrn&lk 
t ho 11-• of ..-17 llwl&eto• wll1ell haft 1lho often of lialU~ 
tlao ol>ll&atlau 'lh1H aa:t bo lao.,..... •rial tloe -.t~a. Iia tile 
poet ,.,... ..tho it loe.8 "- ...._17 Uftiftlt to atataia •-" 

a ....U.ll' 1>114&"• eiaM r.ot• haft'"" allo .. w to tho Ualalo• 
trau- l a ... 11 • irrepl&r --r. r er o,... ... arias~ lut 
, ...... -u.o •17 two tlMo llaft hM.o a.- d~tM 1a oatfloilat 
_. ... •11• .... le .. o.....nc• ot - -b•o ...... , .. 
u-o hMe all'" .. "" .. ~ to ~ .n-t U.t liM&- oo..U 
aet 11e onore4 .... 1-17 •ttl 1lho -111'1"' _... _. .Woo 
u-o all .. atlou "" roMl"n4 1a IMik -11 .-to u to .u. --MrJ ropeatet u.trlWtt- of ,._.,, •• - ltot.o• -'lk17 
'111111&"• • 

Cull ellorto&" llaft _.. etfootlft r'••'•& of pre~on 
oporau- l..,oullolo, 11a10 1a aa:r ouoe hM.o .nllorl.a .. nro 
Mt nftl•h•t t o allow pr10ar-• of ,..,u ..... •t.rl.alo, llo· 
,.- t lw nr..-t ~·• ...... 1'1111 r10dtN 1a lMreu .. Mala• 
lotroUft ...... , olaM •torlolo ... ...,1101 .... to lie ON .... 
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.- reoNorM. 1a -u ~uuoo. Ql&atit)' •~.e-to -u an 

... ~ ... ,...jeet -te ..... t ... 1M~ ... 

• 

Z.loUi1;)' to •crnr ..U.l:r '11114set• with au~~ ... turiea­

ti- .... roep ... ible, 1a tile •Jorit)' or ........ "" pa:rnll .... 

~ • ...s b&o ren.lW 1a tao. eete'IIH•- or eo-u..s •nepe~~­
oicm• aoooomto. !1nu, ea additioal oet or 'llooa 1e .....,1,... 11:r 
'llotll tbe llorlte Procr ••• J.daia1atratlcm ll8d the ! ........,ry Aeoooanto 

ott1oo. 

lkmtlll;r all-Uoa or t'Wiola to the 'lfort:a Pres"•• .tdal»­

iatratiOB haa N•lte4 S.. 0 t,._,.OU •oat Of .... r WOrk t o tbe 

"!lora ~r• .. Adaia1etrat1on 'lloth ill l•UhillctoR ad S.. ta. S\ateo, 

&D4 to the ! .....,.r;r ottio... For ua~~ple, wMN it 1o •ooooar:r to 

diotrll•te twld• t'llrM "-• • -til. opp .... t.tel:r t1ttee .......... 

odj•o-ato ...at M •do ill oaeo•to -.iatoiMd 1B 'lo~toa. no 

etten ill tho state, '11-. .... r, 1e tar -• oorlouo, ailloo 1'Wid a'llort­

&CN relj1dre u-t ooutat a'lllttiJic or o11.-111: aoo-to 111 

-to u o.U u uoo.oo tr-. projeot to project, oll.-at ao­

eCIIIIIt to oll..-at oo.....t, ...t ~~pproprlotion to opproprloti•• 

At lout o1pt;r pa....,.t (~) or tbe .. truotora wo•ld 

M _ .... -.r,' 1t tM Wtal -t appropri&t..t 1a the F1ret lleti· 

ol...,. Bill ot 1937, s..t.-od ror tlllt Wert. Pre& reo• 14alaioV.· 

tloa, _,.. .... a••aUa'llle at- tt. rather t11oaa oa a -1:r 
b&ola. 

It 1a - tile 111teat1010 or UM ll'orta p.,..,. .. Allai.DU• 

tratiea te ant.• the reapoet1n S\ateo or tlloa1r '11114ceta till'" to 

tin ~ ill • .,..,. •• , a1Me lt ia felt tllltt oa1:r ill tldo ••or 

... tile procraa M pa-od S.. ea oNorl:r tuiUoa to 'briiiC a'boat 

..,lot..t ,...je.te, or .....,let..t o.-lo -ita at projeota, 'b;r 

~ 30. 1937. ft1a 1-. rue• , ,. ••• , ...an ....... ...,a.­
ala•• t1w total -t ..._. .. tor the W•b Pro&n•• ... ,,._ 
tration 1e al~t..t at tllU tiM. 

llur7 L . IIOpk:lao • 
,,_, •. , lftnter. 
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WORKS PROGRESS ADMINISTR.6lON ~( I 

WALKCAo.IOHHSOH .UILDIHO 

1114 NCW YO!It:K AVENUC NW. 

HAII'tllt:Y L. HOPKIH8 ---
The Honorable • 

WASHINGTON, D , C , 

The Saoratuy ot the Tra&a"'7, 
Washington, D. C. 

JCr daar ilr. Seoretary• 

February 23, 1937· 

It 1a baooaiJlc inorauillgly apparent that the apeed and 

attioianoy 1n bandl1ag projeot approTala would ba ~aatly 1n­

oreaaed, and the neoeaaity tor handl1ag hundred• of thouaanda of 

tine.noial dooUMilta would ba aliainated it the prooadure n01r 1n 

otroot whereby Statewide blanket projeoto are apprOTad by tho 

Preaidant under L1aitat1ona F and G ot the Reliat Appropria tion 

Aot. 11 applied to other ll.Jo1tat1ona. 

A oaapla chock or projecto anbaitted by tbe State Worka 

Prosreu Acbotntatrationa dnr1116 the JOODtha of llo-...ber aDd Doc-­

bar inclicatad thet the anrqa t"- cona-d 1n tho Waahi.JI.t;ton 

Worka Progreao Adain1otrat1on ottioa 1n reviewing projeoto waa 

appro~t.ataly tour daya. that approxiaately nine ~ waa con­

auaed between tho tiM the project wao gi ... n tho apprvYal or the 

Vlorka Prograaa Al:lainiatration and tho t1u that it wa• signed by 

the Preaidont, and approxiaatoly oi&)lt day• waa oona...,.d between 

the date or the Preeident• a eipture aDd tiDal aotion by the 

Comptroller General. A4dillg two or three days tor tho tranaad•­

aion trom Waabi.JI.t;ton to the State, it appears t .bat under preeent 

proeedure a~et a .anth alapeea betwaea the eUbaioaion ot the 

projeot by the State and reoeipt or notioo that it oan be oper­

ated . 

The apprOTal or blanlc:at statewicle projeota will eliai­

n.a\.e not only the delay oa,..ad by the praaent proooclllre, but will 

clooreaae adain1atrat1Te e:r;penaea oanoed by tho triple roTiow ot 

projaota 1n the Worka frosreu Adain1atrat1on, the Bllreau of the 

Bladgot, aDd the o-ral .t.ooowot1ag Gttice. Thero abould be no 

qnut1on that tha Worta Prograoa Adwlnlotration uoroiaoo outti­

oieut: control 1n ita .,.,. reTiow to oliainate the neoauity or a 

oheok aDd rochook, oinoa the General .loooulltiJ11 Gttioa haa round 

it DIOIII&r)' to clalote only li~ projaota out or 9, 800 &pprOTed 

by tho Worka Procrau Ad•hlatration unclor the 1936 J,ppr opri&tion 

cl~ the peat tllrae -hi • 

The prooadura ot approTinC Statewicla blanlc:ot projaoto 

a loo attaoto an ~· oaT1116 1n oonnaotion w1 th tho rental ot 
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•tuiJ~M~Dt col pvoba•• ot -t•riala, lJJid•r tile pi'Nat prooedi&N 
tile O..ral .&ooo=t1D& ottloo •-14oro MO ottiolal projoot u 
a aope.r&to approprhticm aooomrt . hparato ooDtraota tor tilo pur­
obae• ot -toriala IIDd r...tal ot •'1"1....-t -t be - tor ..0 
projoot. !Ida rotuiro• - proparattoe ot biiDdrode ot tllouu411 
ot ooDtraoto, Taoaobero a4 •oabnaoo ~=•, a l&rE- p..,por­
ttcm ot 'lllldoll oooal4 'bo ollwi•tod U ~raota oould be a~o4 
IJDclor the at:atwido bl.&zlket projoota oowr~ - or 110ro projoot 
lmit•. 

~~ 
Bury L, HoptiDa, 
lde1n1rtrator. 
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