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Austria 
See Bank for International Settl ement•• 

fllaT 1937, for rea\1114 of conditiooa ••. 
annual ... tl.ng, 
•••••••••• 0 ••••• 

- B-

Bank for Interna tionAl S.ttleaenta 
Cochran reau.l ot &Tenta 1n nrioua European countries 

during put year based on adT8llce cow ot report 
which President Trip will make at seventh annual 
meeting- 5/l/37• • ••••••·•· ··· · ·•• ••••••• ••••• ••• • •• •• 

Oochren reports on info.--! meeting of those Bank for 
International Settlement directors who are Oo•ernors 
ot Central Benita to discuss correspondence exchange 
with Federfll Reaer.-e Bank of !lew York with regard to 
Hungarian credits- S/4/37 •••••••••••••• ••••• •• ••• ••• • 

Cochren report& on final con.-ersation with lo~, of 
Bank or Eagland- S/ S/37 • •• •••••• • •••••••••• •• •• •••••• 

a) IOl'II&D raise a que at ion of Un1 ted Statee 
authorities taking some action on net gold 
b~g price without necessitating further 
legiela tion 

b) Norman believes French Treasury situation 
will enntually wreck Bl~.m Blld is therefore 
all the more anxious that llni ted States and 
Great Britain stand together 

8elp1a 
See Bank for International SetUeaente1 annual meeting , 

MAT 1937, tor reau.• of conditione ••••••••••••••••••• • • 
(Succeaa of Van Zeeland plen diacuaaed) 

Brasil 

LXVII 

S2 

74 

1,61 

HMJr aaka Haea for up-to-date study- S/ll/37 ••••••.••••• 2S6 

- c -

Canada 
HMJr tells Feh he baa agreed to let Canadian Trade Agreellent 

go through but that be hu also explained YU"7 uretull7 
to Hull that tax l epal&tioo 847 COlle out next week which 
will 1Dtertere witb~t - 5/11/)7 • ••• ••••••••••••• •• •• ••••• 

a) BMJr-Bull coo•eraatiao •• •••••••••••••• •••••• ••••••• • •• 
Capital •o~b 

Lochbe&d reporta recent "lea ot aecuritiea by foreigner• 
in liAited stataa .arket not autt'icientl)- TOl.tnona thus 
far to ahow up in total tigurea ot "balance ot capital 
ao•a•eata•- S/4/37••• •• •• • ••••• •••••• •• •· · ••• ••••• •• ••••• 

ChiD& 
For rea...., of conftraetiooa betweeD IIIUr a11d Chine .. deleptioo, 

- Book LXXVIII , pap 190 

49 

Mbu•Mor S.. oozatera with Jllllr. Tqlor, ID4 Lochhead with reprd 
to parcba .. ot 50. 000 .._. of allorer on depoait aa collateral 

f0:> 1r.:C -tg'*ll'l&ailiiiOri·.;.;·w;-_.·/N "UoidciD"Li ·J··· 251 
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- C - (Colltil1ued) 

Book Pap 

coo~ ou 
See Pllilippine Ialande 

- D-

Debts, fon.igD 
Letter troa Seoator Lewie (Illilloill) &nd I!Ull'e &newer -

5/ll/'37. • • • • • • • • • ••.••• • • • • •• • • • • • • • • • • • • • • • • • • • • • • • • LXVII 188 
U.S.S.R.• Conference oil status of so-ca.lltd Ruuiu debt 

to United StateeJ presenta HIIJr, Te.;rlor, Viner, &lld 
FeiB and Kell;r of State Department - 5/ll/37......... 2~ 

-F -

Financing, GoYernment 
HIIJr aeke Haas and Seltzer to aake atudy of aourcea of 

l'lmds a'nlilable in June for inYeetllent in GoYarllllenta -
5/10/YI ••••••• •••••• ••• •• •• ••• •••••••••••• •• ••• •••••••• 

Conference; preaent1 HIIJr, Bell, Lochhead, Haas, White, 
Gaston, aDd Viner- 5/10/37 ••••••••••••• ••• ••••••• •• ••• 

a) Table showing estimate of cash poeition 
May-December, 19)7 •••••••• • ••• •• ••• •• • ••• • •••• •• •• 

ForeigD Capital 
For recant &alee of securities b;r foreignere in On1 ted 

States aarket , aee Capital Movements 
France 

See Bank for International. Settlementa1 annual -ting, 
Ma7 1937, tor reau.4 of coaditiana ••••••. .• ••• •• •••• ••• 

Recent upbeanl. of aecurit;r Cllll'ket anal;rsed b7 Jenn)', 
fin&ncial editor of •Le Temps• - 5/3/3? •• •••••••••••••• 

- G -

Gerll&ll)' 
See Bank for International. Settlemenha annual aeeting, 

Kay 1937, tor rea~ of cooditiona •• •••••••••••••••• •• • 
Oold 

See alao Bank for Internatiooal Settl-ta 
c-t oil apeecb b7 John llartin, reeen~ elected director 

or Bank of ED&.l&lld, 1n Jobanlleaburg at annllal -ting of 
Raad linea- 5/8/37 •••• ••••• •••• •••••••••• ••••• ••••• •• ••• 

Conference 011 HIIJr 1 e teetiaon)' on t.he Rill Oil gold aDd 
au .... r; pn.eent.a IIII.Tr, Bell, Lochhead, Raaa, llbite, 
Gaston, and Viner- S/10/37•• •• ••••• ••••••••• •••• •••• •• •• 

<loftrnaellt Bond lllarket 
fedaral Beaern Bank or lew York repc:rta that ... York dealer• 

purchaeed about W ailliOJl of thia WMk'e offering of 
$100 aU.ll011 Tree,llrJ b1ll•J il? a1ll1oo ""' abort bUla 

Ud t2S ~f'r& ~i~;·~:ftll~..:t=t~={~..U 
~-· ····· · · · ·· ······ · · · ·· ·· · ·· · ····· · ·· ···· ··· ·· ·· ·· · · ·· 

a.~ for week eodlDI 5/~37• • • •• •• ••••• •• •••••••••• • •• •• ••• •• 

152 

17l 

42 

107 

51 
lOS 
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lllm&&r7 
See Bank tor International Settle~~ent11 &IID\I&l -tine, 

Ma7 1937••••••• • •••• • • •• • ••••••••••• ~• •• •• • • • • ••• ••• • • LXVII 1, 52 

- I -

Internatioaal LoAn Coot.racta, ec-ittee 011 

Cochran reports on -tine wbicb be atteoded in place 
ot Reuben Clark- S/l0/37..... .. . . . . ............... . .. llS 

loYestigatioo of 1936 Inco.e Tax Returns 
See Tax E'Yaeion 

Inveatigatiooe, Treaeury Pereoooel 
lloore, Carl E. a 

HIIJ'r talks to Irey aa to progreso ot usa - S/10/37.. . 136 
Yellowlay-Igoe case& 

Igoe letter to Asaiatant Attorney General Keenan 
conceroiog clipping tra. Cbiugo Jaerican J./'J0/37 
indicating leek in coD.ruiCtioo ritb luocbeon coo•ersatioo 
on J/19/37 between lleenan, I&oe, Oliphant, and HelYWriog-'5/5/'J?... ..... ........................................... 80 

Igoe cbergea diaoueeed at aeeting; ;raaanta HIIJ'r, Oliphant , 
Gaston, llcReynolds, and Irey- S/10/J7..... ... .. ..... .. . . 11.3 

Oliphant report on inYWatigation ot legal pbaaee ot 
oooteapt cb&rce brougbt by Igoe against Ye.llowley and 
Baker- 5/11/)7....... . ........ .... .... .......... .. ... ... 240 

-J-

Japan 
Sea Banl: for International Settlaaentea aooual •eting, 

May 1937, tor re.u.4 ot coaditioca............ ... ......... . 1,59 

- L-

Laaoot, Tbomaa 
See Stabilization 

Loan Contracta (International , C...tttea on) 
See International Loan Cootracta, c ... ittea on 

-II-

lloore, Carl !. 
See Ionstleatiooa, Tre&SUI7 Perac.nel 

-·-l&rootioa 
TbapaoD reporta froa Atb..uo, ~- 5/6/3?.. .... .... ... ... 94 

II eUler lmlda 
See Balik tor IatanaaU~ Setu-taa ·-•' _tine, 
_. 1937, tor nanW ot ocmditloa.a....... •• • • • • • • • • • • • • • • • • • 1,~5 
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Philippine lalaade 
Coocmut oil oaee decilico b;y SU~ Court u;y require 

Treu11r1 to PAT out a,Ppl"'Xiaatel.T t40 aillJ.co -

Book Pace 

S/3/J?.. .... ..... . .. . .... ...... .. .... .. ....... . ..... . LIJII 46 
Olipba.llt ••orana~a alae truaJ.tt.i.Qc letter troa 

President ~son which will enable United States to 
keep account in ita J*' .. ent condition at least untU 
return of Que~on troa !».rope at end of present aont.h-
s/ll/37............. ... ....................... .. ... .. 23a 

-R-

Ruaaia 
See U.S. S. R. 

- s -

Scand.innia 
S.. Bank tor Inter~U~tional Settleaentaa annual aaet1.Qc, 

Mal 1937, tor rea~ ot cooditiooa.. .... . ... .. .. ..... 1,60 
SUnr 

ChiDe a 
Aabauador Sae courera with BJI.Tr, Taylor, and LOchhead 

with reprd. to purchaae of 501000 ounces ot ailnr 
on depoai t •• collateral for loan - 5/ll/31.... . . ... 257 

a) IUDC to visit llaahin&too on n;y hoaa troa 
LOndon in June 

Sodt.h Company, E. 11. 
HIIJr tells C~inge he appreciatee request thot FOR pve 

Trea1111r7 an opportzit;y to diecuaa with h1a Gove......,t•a 
turtber courae in pend1nc tax casu involviDK ll. 11. Saith 
Coap&JQ"1 !. 11. Sait.h, and klt.er 0. L. s.it.h, LOa Angelee, 
Califoroia- S/11/)7.. .. . .... . ........ ......... .......... 232 

StabilbatiOD 
See also Bank tor International Sattleaents: annual -tinl, 

...,_ 1937, tor reStlallt ot couditiODa. . • • • • • ••• • ••• ••• •• • • • • 1,.53 

Chaaberl.ain aaked 1n HOUM of C.-ooa whether he na aw.re 
that einea Decnber 1936, l)Uted st.atea TreaaU17 had boupt 
and aterilisea at cODaidarable expenaa OT&r $SOO aillion or 
&old and whether, 'IIi th a Tin to atabilbin& world ourrenol .. 
u d pricea ud rerlvinl international trade, the Britiah 
GovarDMDt waa prepared to coopenta with Un1tad Stataa 1n 

purchase of aucb traah auppliea ot cola u ware a...u.atola tor 
aonet&r7 purpo .. a - S/4/)7. .. .... ... ... ...... .. ....... .... ... 69 

a) .lllner to f irat part ot question 1a ";yea• 
b) Bo clwlp 1n poliCJ ot gen.ral cooperat.ioo with 

IIIli tad St.& tea and ot.har partie a to the Tripartite 

.A&rn• Dt b -taaplatad 
x.a-i , th-. - 1n "'•'•"" atter rlaii to FraDoa upraasea 

op1Dioo that •t~w ait~~&tiOD will haee to get worae before it 
a•t• better•- 5/5/37... .. ....... .... ... ......... ... ......... 76 
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- s - (Continued) 

Book Paaa 

Sun Canal 
At annual meetina of Bank for Internatiooal Settlements, 

recent figurea for eastbound traffic throuah the C&nal 
reported aa axceediDa pre-depreaaion levalJ Schacht 
hope a that ••en after hea~ &rll& lh1Jl1!81lt• caue, 
hee~ tn.ffic U7 be aa.intained - 5/4/37. •• ••••• ••• •• • LXVII 1,~2 

Swi tzerlaDd 
See Bank for Internatiooal Settleii8Iltao annual aeetina, 

May 19371 for reaua4 ot conditions. . .... .. . .. . .. ... . . . 11 55 

-T-

Tax Appeals, United Statu Board of 
EL\gene Bla.ck, Chairman, announces appoint&ent of three 

•ellhers of Board to eer..-e with three ••IIbera of staff 
or Bureau ot Internal Revenue to consider rules and 
procedure of Board rl th a view to &altinl recoomend.atiooa 
reaultinl 1n expediting disposition or tax cases pendlna 
before Board- 5/11/)7. . . ....... . . . . ... ... . ... . ......... 235 

Tax Evasion 
Internal Re•enue unable to furnish HMJr necesa&r)' intcrsation 

with reaard to methods of tax evasion, llaa1ll and Irey 
ordered to New York to visit Collector 1 a office there -
5/3/3?. .. ... ............. .... ..... .......... ....... ....... 48 

llagill memorandum on iovestiaation of 1936 returns of 
individual& showing incomes of fl.OO,OOO or • ore 
residing in the Eaatern distrieta- 5/10/37. ..... . . . ...... 173 

- u -

U.S. S. R. 
For re~ of conferences on gold, 4/11/37--7/17/37, 

11ee Book LXIV 0 page 79 
Conference on etatua of ao--oalled RuslliiiD debt to United 

StatesJ ~eaento HloiJr , Taylor, Viner, and Fda and Kelly 
of state Depert.ent- S/11/J? •••••.•••.••• ••••••• •••• ••• •• 

-Y-

Iuaoalnia 
Sea B&nlr; for Internat1011&l Settl-ntao annual -tine, 

lay 1937, tor reeu.4 ot conditione... .. ..... . ..... .. .... . . 1,59 
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SEcrEtary of StatE 

Washington, D, O .o 

GRAY 

PARIS 

DatEd Hay 1 1 ~937 

REc 1d , 9 :10nm. 

56~, May 1, 10nm. (SEction OnE) , 

FROI.I COC!IItAN, 

B '!: S i'riEn-13 havE providEd mE con!'id:mtially With 

ndvanoE copy or rEport which PrEaidEm; Trip will IIIOlcE to 

s EvEnth . nnnunl mEEting of B IS sharEholdErs at BasEl on 

May 3rd. I quo.; c hErEwith sclltte:rEd EXCErpts thErEfrom 

which touol1 ·wpon thE points or most intErEtJt to thE U:rl. tEd 

Statu : 

(OnE) , In thE YEilr which has pasSEd sincE thE laat 

gEne:rCll mEEting ~Ellt monEtary changEs hnv£ ocoa.rEd, In 

Franc£ a ne:u Economic nnd financial policy was adoptEd in 

the spring of 1936 and in thE Ear l;y autumn a dEbt was tnkcn 

to rECldjust th£ vnlue: of t h E FrEnch currr:noy. On 25th 

SEptEmb Er 1936 simultllnt:ous dEclarntions WErE i osur:d by tha 

FrEnch, Bri tiah and Un1 ttd Statu GoVErnmEnt in wbioh thE 

thrEE govErnmEnts dEclarEd thtir intEntion to continuE to 

uac appro9rintr: nvnilablE rEsources ao a• to avoid as f ar 

a e possible: nny d isturbancE of t h£ basil ot int ErnationAl 

r:xolr.ngE ruultl.na trom t hE propoud rcnd juat!Knt. 

(Two ) . ThE tEobn1onl 111Etl.8W'EI tclcal i n t hE Ylll'iQll 

oountrin 

Regraded Uclassified



mm 564, Hay 1 , loam. SEction 1 . trom Paris. - 2-

countriEs and thE arro.ngEmEnt agrt:Ed upon by thE dit!Ert:nt 

roona:tary author it it: s will bE rEtErrr:d to latEr in this 

rEport . HErE it may bE notEd that thE changEs 1n thE 

VO.lUEII Of thE CUl'rEnciEII COnCErnEd WErE carriEd out "ith 

a minimlllll ot d1 a turbo. no E to thE torE Ssn cOIIIIIIOdi ty and 

capital markEts and that no sEtback was oausEd to thE 

upwo.rd trEnd ot world attairs . 

BULLITT 

CSB 

\ 

2 
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Secretary of State 

flashing ton, 

GRAY 

Paris 

Dated May 1 , 19~7 

Roo 1d 8:10a.m. 

564, May 1 , 10 a .m. (section two) 

(Throe) ~·lhon in the course of tho depression 

commodity prices and oosts began to fall the world's 

gold productio~ gradu ally increas~~ . ~is increase 

beca~o acocntuatod after 1931 when in terms of dopreoi­

atod national currencies tho prioe of gold rose suddenly 

by 40% or mo!' l , From 19$ to 1936 BOld production rose 

from under 20,000 ,000 ounces to ov ' r 35,000 ,000 ounces 

or by nearly 80~ ; ani at the London gold price of about 

l40S point per ounoe the output of gold attained an ag­

gregate value of pounds 245 ,000 1 000 in 1936, In recent 

yoars tho industrial demand for gold has been mot largely 

by the r ecovery of gold from the public o Furthermore 

not only did 

BULL ITT 

CSB 

3 
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Secretary of State, 

Washington. 
/ 

GMY 

Paris 

Dated May 1, 1937 

Rec 1d 9:15 a .m. 

564 . May 1, 10 a .m. (SECTION THREE) . 

the hoarcing of gold in Europa for private account whioh 

had ass~ed large proportions during the depression came 

to an enG in 1~36 but some dehoardirg set in; and shipments 

of gold were still received from India, China, and other 

eastern countries . 

On balanc~ the whole new production of cold in 1936 

was availsble ~or monetary purposes; instead of the 

SO, ooo, ooo pounds per annum available t en years ago 

fully 245,000, 000 pounds of newly mined gold was available 

in 1936 at the price ruling on the London market . The 

whole sit uation has radi cally changed in comparison wi th 

the post war decade, the~e i s now an abundant-.,ven a t oo 

f bUrt4ant --supply of gold. 

(Four) . It is now possi ble to sum up the changes that 

have occurred with regard to various adverse elements 

responsi ble for the depr ession. In moat oaees t here hae 

been a diaticct change for t he cyclical movement of 

indue trial 

Regraded Uclassified
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JR #564, Hay 1 1 10 a .m. {SEal'IOll TlmEE) !rom Paria . 

industrial activity has turned and is now moving in an 

upward direction; the supply ot gold has risen to the point 

ot abundance; the currencies which have been subject to 

depreo1ati?n have been brought into better relation to 

one another; and interest rates on domestic borrowing 

last July reduced though there still 

BULLrrT 

CSB 

5 
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JR 

Secr etary of State, 

r:ashington , 

GRAY 

Paris 

Dated May 11 1937 

Reo •d 11:05 a .m. 

564 , May 1 1 9 a ,m, (SECTION FOUR). 

exists a substantial volume of unadjusted foreign indebted­

ness , As rogar~s agriculture the position i s rel i eved for 

the nwment by i.lcreased pric.es but tilis relief is to some 

extent though not wholly the accidental result of 

unfavorabl~ weather conditions , Som~ important progress 

has been l!l.'.de u the adjustment of debts by means of" 

oonvcrsio~s an~ uther operations but thA burden of 

indebt edness is still heavy in many countries and many 

foreign debt problems have still to be tackled , As regards 

tariffs and other trade restrictions the sl.tuation is very 

much worse than before the depression and this set back is 

at the core of some of the most difficult problems with 

which the world has t o grapple at present . 

(Pive) \"lhatever may be said for a policy of public 

works 1n times of depr ession there can be no question about 

the undesirabi lity of increasing government outlay once the 

expansion of business is in full swing for then there is 

the danger that the extra stimulus may produce an unhealthy 

boom. From this point of view the prosent rise in 

armaments expenditure is to be deplored, 

(Six) In the years of depression the main objectives 

CSB BULL ITT 

s 

Regraded Uclassified
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JR 

Secretary of State, 

l''ashington. 

GRAY 

Paris 

Dated May l , ~937 

Reo•d l0J30 a ,m, 

564 , ~ay l , 10 a,m , (SECTION FIVE) . 

of mo~otary ;.olioy have been on the one hand to facilitate 

as far as tha conditions on each mar~et permitted a 

downward adjustment of interest rates and on the other 

hand to restore orderly conditions in international monetary 

relationships by an increased eJCchange stability and the 

gradual a~oli~icn of eJCchange restr~ctions . Taking the 

world as a whole these objectives h&ve as yet been only 

partially a chieved; and already new problems have arisen 

out of the change in bu.siness conditions . One important 
\ 

element in the present monetary situation is the budget 

policy of the various gove rnments , Inevitably governments 

at present must be concerned with the monetary questions of 

the day and consider these questions in conjubction with the 

central banks >lhich possess special machinery tor the 

eJCecution of the monetary policy to be pursued and tor 

gathertns the knowledge required in dealing with the 
monetary 

7 
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JR #5641 May 11 10 a.m. (SEOTIOlf FIVE) troa Paru . 

monetary problems . The daily management ot the exchange 

tunds that have been established has been eatrusted to 

the central banks and this arrangement makes contact 

necessary. Far wider problema than the policy ot these 

tunds, however, must also be considered by the governments 

in consultation with the central banks. 

CSB 

8 
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SEcre:tary of StatE 

¥/asW.ngton 

GRAY 

PARIS 

DatEd Hny 1 , 1937 

RtotivEd 1 : 15 p . m. 

564
1 

lJAy 1 , 10 a . m. (3ECTION SI;~) 

tor it is incrtasi~ly nEotsoary to takE into account thE 

mone:~ur; ~nd finAncial rEpErcuso i ons ot gEnEral political 

~Eaaurts . To ac~EVE nnd anintain ordErly conditi on3 1n 

p\\bl1c tinQnc E and on tll£ monEy and oapi tal mo.rkEts is 

still of :f\mdruutntc.l inportanct and n o ttolmicQl mEQsurta 

of txchm~gt in~~rvEntion cc.n avail so long as basic 

EquilibritlLI is lnckin:;. Nothing can bE morE dc.ngErous than 

to ovtrlook thE conditions ESsEntial f or a.n i nprovtmEnt in 

thE bEliEf thc.t purEly tEchnical arrangmmts will aui'fioE 

as ool•rtotivEs to e n unbalance:d position. 

Stve:a. As b EC!l."'lE: lmo\m latEr - thE oEcrEt having btl!:n 

UEll ~Ept - ~E FrE~Oh GOVEr~Ent bad f or sOmE timE bi!:En 

diacwls,.n :; TJi t h thE govtrl'll:ltnta of t h E UnitEd Statts and 

thE UnitEd Kingdom t hE arran:;Emtnts to bE ondE in casE 

of n oho.n,:sE in tht VQluE of thE FrEnch franc and on 25th 

SEptembEr, 1936 , fivE ytaro and tour dc.ya aftEr t h E sua­

pEns i on o~ ~E GOld otQndnrd by ~rtat Brl ta1n in 1931 

the 1-\•E:"c~ GovEr:ntnt r.10dt ::nann its dtc1.s!.on to propo::E 

to ita 

s 
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EDA - 2 - ;156., Way 1 1 10 O. ollle trcm Po.rill SEction a1Xo 

to ita po.rlio.m~t a rEo.djustm~t or thE valuE or thE 

tro.no. This announcEmEnt wo.a madE in n dEclaro.tion which 

VI ill bE found in AnnEx 7, tosEthEr with thE a1mul t anEoua 

dEclo.ro.tions madE by thE British o.nd 

BULLITT 

s•m:RGC 

10 

Regraded Uclassified



JR 

Secretary of State 

We.shington. 

GRAY 

Par18 

Dated May 1 , 1937 

Reo ' d 11:35 a .m. 

564 . May 1 , 10 a~. (SECTION S~VEN) . 

11 

United States Governments embod.J1ng the so-called tripartite 

agreement . 

Tho ~~st 1m~ortant point to retain from these 

declarations is thet the readjustment of the French franc 

were welcomed by the other two government s; it was r egarded 

by them as e. set-back to collaboration but as a means of 

es tablishing more solid foundations for the stability of 

international economic relations . In conformity with the 

attitude thus adopted the Governments of the United Kingdom 

and the United States not only abstained from taking o.ny 

active counter measures against tho action of the French 

Government but joined with that Government in declaring 

their intention to continue the use of appropriate available 

resources so as to avoid as far as possible any disturbance 

of the besis of international e~cho.nge resulting from the 

proposed readjustment and to arrange tor consultation tor 

this purpose ohenever necessary. ".'lhile there was no 
pooling 

Regraded Uclassified
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- 2-

JR #564, May 1, 10 a .m. (SJ::CTION SEVEN) from Paris. 

pooling of resources it was made olear that efforts would 

be made to maintain orderly conditions on the e~change 

mnrketa . lloreover the three governments emphasized the 

importance they attached to the developments of international 

trade and especially to 

BULL ITT 
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acti on bE5J1C takEn to rt:lax prohibitivE q~1otao Md uchnngE 

contr<.ls n .. th n ...-iEn to thEi r a boliti on, Finally othEr 

coun"i:ri.Es ,.,Ere: ~ nv1 tEd to coopEl'O. te: OJld t h e: hope: no.s 

ExprEunEd tnat no currEncy dEp~Eoicti on would bE undErtakEn 

in o~dEr t o obt~in unrEasonablE oom~LtitivE Exchan3E 

advantagEs r1h1ch would ho.mpEr the: Efforts to rEstor..: 

n:ort: stab~.~ Ecollom1c rElo.t~. ons . In t~ dt:clo.ro.tions 

thErE is an itl:>li t:d distinction bEtwEEn a currEncy o.djust­

l:!Ent liltEJ.y to producE o. morE stablE basi s for intErnation­

al Economic rElr.tions on~ t~E ~Eduction of t~E EXcho.ng t: 

valuE of a currEncy to such o. lon point o.o to bE rt:gardt:d 

as a IJEaSUl'E Of cOnlpEtEtiVE EXChall$E dEprEciation. 

~:;ht. It compcriaon bE :~dE bEtwEEn thE c\'.l'rEnoy 

cho.li$ES in thE autumn of 19SS and t :!E no.vt: of dEprEciation 

nhio;l swt:pt ovEr tilE r1orld in tilE autumn of 1931 somE VEry 

markEd di~tt:rt:nct:s art: t o bE noted , In 19Sl nht:n thE 30ld 

standard ,"lt'.s ouspEndE~ in Grt:at Or1tain CU'Id a numbt:r ot 

other oountriu thE Exc'lOngE vo.lut:s of thE currEnciES 11ErE 

118 
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- 2 - ~~56~, :my 1 1 l.O a. . m. trom Paris SEct1 on s. 

o.s a. rul.£ lEtt to f1nd thEir orm l.Ev£1 in thE mo.rk£ta 

rlith litt,,£ or no support from thE noot dEpl.EtEd rEBErvn 

of t h E cEntral. ban~s . Th£r£ foll.0\1Ed a. pEriod ot 

oftEn violEnt and highly 

BULLIT'l' 

E:!B: RC.C 
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diatlt : 'bm:; fluc~·.ations 'flhioh ;~ErE only .;rad>.:.ally 'bro~~t 

••.ndE1" c;on•.;;•ol. In 193 6 on t h E otl~ Er l•nnd 'lOrvis~ons -:IErE 

madE ~. n o.ln ost EVEry casE f or t :...E r.~aJ.ntEna:tcE of t :'lE E::C~l'l51!! 

ratES o.t a CEl'tai n !JOint Ol' tT!. t l'lin ce:•·t al. n lilnite and 

epltci nl f: •· ·.<!s ·:1•-•·E inotitutEd or oth.t r st!'l~ t al:En t'> avo i <l 

( NinE) . By thEsE v~.Ol\8 arranaEn Ent a thE monEtary 

aut'l.ol"'. t 'iEs in t !: E s:i.A countr u n:· ... ch havE adoptEd tht: 

princ:tplu of t~ Tri parti t c Arran;;En t:nta EXtEndEd to ont: 

anothEr tEc>nical f aci liti Es f or t !lr: c··al\;l.ng of t!.:E1r 

ru-,Ect~.vE currEn ciEs into ~- ole\. ThE Uni tEd Statu, 
-

BEl(liv.m ant! SwitzEX:lon<" :r.vE inf.icatEC:. thE pricE in thEir 

rcape:cti.VE nat ·· onal cnrrEllCiEa at wh~.oh thEy wi ll tor t hE . 
timE 'bE ~.n~ accE'lt and pa1•t t• itll :;old nhilE t:~E othEr ooun• 

triEs aavE not GonE so far in fiXiD3 a prJ.OE in advancE. 

The mon&ttarr a ~thoritiE a i n oountrin 'l'l:lio!\ bavE not 

adhErEd t o thE Tripart:t.tE ArranJE'lmt havE not thf: sru. E 

clEarl)' 
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cl~orly dEfinEd r1~hts to obtain a old against curr~ncy. 

Aport trcu such arrangEn Ent ae r.lRY bt madE With rEgard to 

1ndiY1dual transacti ons GOld can bE obtainEd by thEm 

only against thE bElga aa thE Nati onal Bank ct BE13ium ia 

bound to r EdEEo i t s notEs With sold. 

CSB 
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wJio~ ~ n fact oa; bE e:x,ortEd, an~ a ; a ins t s t e:rlinG as sold 

can b~ bo1.\~t at t h E currEnt m.•ic t: on t l:.£ London oarltEt 

nithin thE limits of tUE avai labl E ~\p~ly. 

I t u ould contribut e: t o t> E stnooth oonduc t of inte:r­

nat i ona). monEtary re:la t5.ons if techni cal. facilitiEs s i milar 

t o t'~os e: a z,rEEd ".pon by t h E oountri u w!licC1 havE adhe:rtd 

17 

t o t '• e: pri nciplEs of tlX Tr1.parti t£ AgrEE "lEnt ~~ErE mar e: 

:JEnEro.l.ly adoptEd e:s-:;>Eci ally as 30ld is bEi UG usEd inorusing"' 

ly for t h e: . s e: ttl£mEnt of e:xchan~e: balancES o 

(Te:n) . T~E concluoion of t~ Tr:lpartit£ Agrn:mEnt 

was a r Eco:nition of t ::E fact t:~t no country can altEr 

thE e:xtErnal valu E of its ourr e:ncy withou t a fftotl.Il3 t~ 
rElatiVE poeition Of OtllEr 0\ll'rEnOiU and t hat thE EXC~lAU3E 
fluot•~tiona of onE curre:ncy, particularly an important 

one: , are: thE ch iEf oon. Ern of all nations . The: agrEEmEnt 

a l s o re:oosnize:d that t'~ baa1.s for e:xcba~E Equalizati on 

~st bE ~old and b y te:o~cal arran3 EDe:nts providEd a 

..lEc>Ani iS'J for t :.te: se:ttle:oEnt of balanon. 
(Blnm) . 

Regraded Uclassified
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{ElEVEn) . Th.£ Swiss National Bank in ita annual 

rEport tor 1936 finds th£ importance of thE TripartitE 

AgrH··•cnt to 11£ particu larl,- ,.n till fact that 1 t crEatEd 

a baai a for collaboration in thr monEtar,-

IlUJLITT 

RR:CSB 
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f~t1d. In a dEcla ration on SOth Septe:mbtr the: Prtsidtnt of 

thE :1. i ch s".:l::mk cxp1aintd inte:r olio tllnt thE GErmnn Gove:rn­

me:nt ur.d t.~ :'!Eicbsbonk \7ould not ad t to thE unct rt:linty 

or t:.l.~ inte:rnot1onnl ~aonEtm•y situat:Lon by o.ny o:tnnge: in 

th£ v:1luE of t!lt: Rticbsm=lr. Tllo~·1 thE shortoCilli.n.:>o 

of a &yst: ' of e:::c!:lnl'l3E control ao p1•o.ct:~. }~d in GEr.:~.'lny 

ntrt rtcog:ti zEd thh oyste:m could not bE aboUs!:lE:d simply 

by t:1e: de:volunt:..c>n of thE nnr!c . The: Otr mon Oove:rnme:nt 

rtould , houtvEr, bE rEady o.t any timE to tokE port 1n 

tffioacio~s inttrna ~ enol ne:gotiationo a~ng o.t grEa ter 

frttdort of int e:rm tionol tradE o.nd pc.ymmts on tht 

19 

\tndt ratood condi t ion '~izEd 1n thE thrtt p~e:r dEc1aro.- • 

tion or t~E saft(SUarding of no.t~.onol intErEsts . 

\'f.•ile: , t !:u::rEfort, t he UI\IJe:rlyin_:: conditions v ary from 

countr -r to c ountr y and ~tre: is a d1vtrs1ty in tl:l£ e:mphnllie 

laid on diffe:re:nt aape:ot o.nd in t hE prtoiaE intErpre:to.ti on 

Of ~lE ::1Ea31'.rE8 to.I:En thErE ia undoubtEdly a COI:lDOn dESi rE 

to conotruct a mone: t ar; basis n~ich nill provide: thE 

gre:atr::st "lOnniblt Eqnilibr,.um in thE oyetm of inte:rnational 

Exolu:mc;e: a:1d t huo faoH ita te: the: d t ve:lopmEnt or intErne tion­

al tradE 
Bcr.LITT 
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TwElve . World eold producti on again rEachEd a ne:w 

~51' !~~.:;..·::-£ ir 1936 rEgi3terina an incrEasE ovEr 19:i5 of 

4 . 3 ::!~.1.1ion oune"s w:uch 13 ~£ lorgr:1t absolutE =1 

incrEasE EVEr knonn . It corrEsponds to a pErcEntage: 

incrEasE of 13t ~~~ch bas only bEEn surpassEd at t i mr:s 

of grEet nEll dJ seovr:riEs of gold dr:posits , that is i n 

thE fort;.Es end f1t't1Ea of t~E last cr:ntury nhEn gold 

was found in California and Australia and in thE ninr:tir:s 

aftEr t~ discove:ry or t h E sold tie:lda in thE Transvaal. 

ShipmEnts of gold from India and C:Una rEprEsEntiDG de:­

hoardin:; in thE £aot atill continuEd in 1936 n1t:1ou_~h o.t 

a rEducEd ratr: . For t:1r: first time: sincE thE bEg~.nning 

of t h E dEpression not only d:!.d hoarding 1n thE wEstErn 

world comE to nn End but t~r£ nas in the: lo.st quartEr ot 

thE yEn::' a substantio.l disgorging of gold . HorEovEr, 

thE con~umption of gold in ~E o.rts rEmainEd at a low 

figurE ta..1J:;n.:; not morE than 5 pr:r o e:nt or t he: total gold 

production. ConsEqur:ntly a vEry large: amount - at lr:ast 

5 1 000 nillion gold francs or pounds 335 million nt thlt 

prES EDt 

20 
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pruEnt markEt pricE or gold 1n London - WllS availablE fat:' 

monEtary purposEs. WhEthEr abundant supply or gold hoi 

radionlly changEd thE situation which 

BULLIT'l' 
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e:xistEd in t~E ~o~t uar dEco.dE and raisEs o. numbEr of nEu 

prob\=no ,. j ch arE ED80.Sing t..~E o.tttntion of thE monEto.ry 

o.ut:• . .>.•:.tiz s t o n11 inorEasin3 ExtEnt, 

T!•irtEEn. Of thE vtorld • a total output of gold in 

1929, 72 per cEnt uas producEd in co~triF.s bElon31n$ to 

t hE or i. t:! . .1 ~ Erapt~· E and in 1936 only ti3 pEr cEnt by thEsE 

countri.Es , ThE i'all ia duE to ~·E reducti on in thE sharE 

of South Afr ' co. uh osE in 191!19 n:::~ount£d to 53 pEr cEnt and 

in 1936 to 32 pEr co:nt of t:lE uorld produr.tion. 

~'ourtEEn ~hE nove~Ent out of !lonrding Ms conti nuE<' 

durill!; t i!e opE:~5.ns months of 193'7 rl!:rlEcting, it JaO.Y bE 

ato.tEd, o. C~Jl3E in tllE nttitudE of t h E public touo.rds thE 

holdina o of assEts in thE forr.l of gold. Hore attention 

ill bEing paid to thE fnct thnt c old not only Enrns no 

i.ntt:rEBt 'J• t tha t its hoo.rdin.:; :1.nvolvES thE paymEnt of 

chnrGES by thE hirE of antE dEposita Etc; anothEr conoi­

d Ernt i on is thE incrEnsEd poss~bilitiEa of cnkin3 profits 

on inv£ot1Ents at o. tii:IE of ris~DG qUOtntions on thE 

uorld's stock E:;;cilnn:a;t:a . llorc:ovt::o, zold is no lorJgEr 

rEsardEd 
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rEsardttd o.s providing thE srunE musurt: ot safEty as it 

did in t h E past . Unde:r the: ~Egiola tion po.ssEd· 

1n tl'..£ UnHEd Sto.tEe in 1934 . 

BULLITT 
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gold h Eld 1n ftE country had to bE surrEndErEd to thE 

GovE"Mllllt:nt and n:1s paid tor only at thE old par vaJ.ue: . 

In F~~noE aftEr thE dEvaluation 1n 1~36 gold hEld by 

all persons o~ corporatE bodiEs d~~icilEd in thE country 

had to bE ~~~u·rrn:lErEd at thE prni o"l: ~ pc.r ratE of thE 

frnnc n:11l -: !loldErs of forEign e:xchan3 E for instancE" 

\?ErE subjE·Jt t o no s.1cll oblit;ation. T' 10\13,!1 thE f'ul.l markE': 

pricE 11as latEr paid to thE FrEnch \OOldErs (·~) gold thE 

me:c ory of t h E or~inal provision rE~aino and it is not 

s\U'!)r i sina t:..tat t hosE wllo su:k protcot;.on against conEtary 

rialco at pr EsEnt prEfEr t h e: hold ing of notEs nnd nOJ:?-EY 

on de:-,osH in forE:-.::;n banks to the: hoarding of 3old. 

In t llio OOll:.1ECtion it oar bE t\Ent~.OnEd that d\.U'ing 

1936 t:1e: notE circulation of t:.!.E Bank of En:sland rosE 

by about 50, 0001000 pounds of wh ich it is Esti~tEd that 

pe:1•::.nps 25
1
000

1
000 pounds we:re: ~oo.rde:d abroad and 1n 

addition thErE has bEEn somE hoarding ot unitEd StatEs 

dolllll' notes in Europe. 
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FiftEEn . In thEeE oircumat~ncEs thE oountri EI 

that ~lr£~dy possEss largE monEtary rEe£rvEs will 

prteumably continue to bE facEd wi th thE task of ab­

dorbing largE and incrEasing amounts of nEw gold; and 

a 

BULLITT 
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oontinuntion of thE policy of sttrilizntion will involvE 

thEJn :Ln EVt:r in<ll:' EOSiDG EXi)El13 EO , !t is not O\trpriS1J1G 

thnt t~E ~oblc~o t bat hovE t hus nrio~n orE bEing sEriously 

c onsidErEd om thnt nltErlll'.tivE solutions nrE bEing put 

forward, !?or i'lJ toncE thE sug:;cstio~l hns bHn mAdE thc.t 

:;old prod·.l·~::ion uhould bE controllEd nnd r<:ducEd; but thE 

odoption o: such a. n EC\8\trE nhic h dEsErVEs furthEr conaidtrn­

tion ~o bEcomE ~torE diffic\\lt in rEcEnt yEors owing to th.c 

incrtosE 5.n t h E numbEr of producing cent ers. It hns nlso 

bEEn ov~cs~Ed t!lnt gold coins Dho:tld ngoin bE put into 

circ~tU!tl..on, In oomt oountri.Es it tliGht bE possiblE to 

do so but EXpEriencE ~ows t~t oncE thE public hna lost 

thE hnb~.t of oorrying 130ld coino it is dirtiO.ult to 

rtintrod\\CE thEm into ootive: oirculntion, And EVEn if 

it wErE possiblE it would not solvE t~E wholt problEm, 

~hErE 110uld ce:rtoinl7 bE no incre:ost in thE colll!lErcinl 

bnn'ca ' bnlnno!O nt t !lE CEntral Bnnk ao lon:;; as thE gold 

o e:nt into circulation but th£ ne:v coins nhcn not honrdt:d 

tlight 
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might o.lso constitutE an a.ddition to thE n:1st1llg volumE 

ot pur~a.sins pO\'IEr whilE sold prod\lOtion would not bE 

rtduo£d. lt is ptrtinEnt to r£111£mbtr thAt 1n thE yea.rs 

bEfOrE t llE Will' 

BULLI'l''l' 
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whEn gold una Effectiv£ly in circulation to an EXtEnt t~~t 
i t noo\ld bE difficult to attoin agoin1 thE inorEasE in thE 

South African ~old producti on brought about an opprEcioblE 

rioE in "'ricES o 
J.t has al30 bEEn GU8$EStEd tl~t thE priCE paid pEr 

ouncE of gold s~ould bE lowErEd f rom thE high figurEs to 

which it ~D r isEn in tErms of d£prtciatEd ourrEnciEs J in 

toot nay t!lE o.mount of oonttory purc:'lasifl3 pot~Er produced 

b}" a g:tve:n ne:is!lt of gold llould bE reducEd and a 

rEotroininS influEnCE nould also bE exErtEd on thE output 

28 

of gold for gold mini~ VIOU\~ btcomi &e:ss profitablE . It 

oan hardly bE doubtEd that o.t prucnt o. 10\'IEring or tbt: 

pricE or gold nould hElp to copE m. tl1 thE sErious problEma 

resultinG from t hE ovEr abundant production. It uould, 

hO\I EVEr , causE cErt ain ditfioultiu \11th rtgord to valuation 

of Elt:Lsting gold rEs£rvEs and the rElatiVE position of 

currencies (thE lattEr insofar o.s cquilibri uo bas alreadr 

bEEn o.ttaintd should bE disturbEd as lit tle os pooaiblt) o 
I t 
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It 11ould
1 

t~orEovEr, involvE th E dong&r ot m1n1pu1o.t1CIIl ot 

ourrr:neiu in thE tuturr: whioh vould add an El&ttEnt ot 

i not ability ~nd distrust to thE monEt~y structurE. 

BULLl'l"l' 
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In tilE discuas1on of a rEconstruction of thE norld ' s 

tlOnEtt-.ry O!'OtEm thESE VnriOUS 9-UEBtions difficult t !:.ough 

thEY r•c.y bE crumc.t b E dEfErrEd. /.lno from thE point of viEn 

ot t~. gold producErs it is important to Estnblish condi­

ti one thnt nill rEndEr gold continuously ustfu1 as a 

btui.s for "1.\rr.o nc-iE s instEad of conc~ntra'.:ing a ttEnM.on on 

immEdiatE 1rof1~s . 

SixtEEn. '!'hE moot important (capital) movEmEnt 

rAe bEEn in ~~E dirEction of t h r: UnitEd StatEs and it ean 

bE follouEd as in thE casE of no othEr country nith a 

lc.rgE dEgrEE of accuracy - t ho.Jl!.:s to thE 11 tatistical infor•· 

mntion nadE availablE by thE UnitEd Sta.tES DEpnrtmEnt of 

CorJMErOE and rEcEntly also by t~E UnitEd. BtntEs TrEast\rY• 

30 

SEvEntEEn. Tt'..£ continuEd atagnnt::.on of IntErnntiono.l 

lEndinG ~. s pt'.rtly thE rEsult of tEchnical difficultiEs (such 

as thE cltarin3 systEms) a.nd partly duE to a fEEl.in(l of 

uncEl•ta~.nty as to gEnEral uonttary and political dEVElopmEnt . 

Actually t:1E 1nflur:ncr: of thE diffErEnt factors i s closEly 

intErtninEdo 1 t UOUld SE£01 h OllEVEr 1 all if thErE WErE Q 

gronins rEalization of t~£ loo,EII imposEd upon thE norld · 

by t~E insuffi ciEnt us£ mdE of thE uieting crEdit 

EiiB :ll~ WTLLIT'l' 
Regraded Uclassified



~ccr~tl.r;; o~ StatE , 

O•l,arntuo ,.n international l.nttroournE . In recent years -

;;reat E '.?.sis 2a~ oft-:n bEen laid on thE part that 

appl'O 1:•:~.:te: c~·cd!.t condition:J r.ay .,Jc::r in assist;.n= recovery 

in t~e v~~ioua nat:~.onal ccon~~£o. L~t thE sanE neccs~ity 
i.O fCJY\C. ~\tErnationaJ.l-:;; anci. at 8 ti; IE nhEn thE dEVEl-

opncnt or :orEi :;·l tradE :~.s ur: E:'ltly ncu1Ed to r;w.intn:!.n a 

balance<". ~-,.~ovEry t:t>..is :Lo.c tor ol1oul.C:. not ~E ninio:'.~t'd • 
• ~:t.)·t ~r.n . It ~!aD recentl~- been pointed ot•.t thc.t 

al:IO~t '.;) E 1lhO).E of t~E statE (50VErllrlEnt dEbt will COL'lE 

to _,.._tv;.·~.t:; within 25 years \ll.ltrcaa i n En.:;land abo•\t 

scvent:r ,cr cent of the intEr::ull t;overnucnt debt is Ei t'lEJ.' 

\l.ilCCl).).ab:LC b~ t~e holdEr, or of lonzcr ~ttJ.ritics, a 

f\\l't".r:r ro.ctor w!llch l:'.Jll.::£9 international cool)arison of 

1011_; tE~· · i:'l.tEl'ea'.; :i'C.tEo E::t:-eo£1:.' difficult . 

e·t.:;ns ot n revival of neu 1003 t£rr.l oap:!.tal ioaues tor 

forci.:;:1 c O\'lltl•iEs . i'!ot only 1En<l.1n(5 to public aut2oJ.•:!.tiEO 

'JUt :).oo <1.rect invcstr.u:nt in nEw E:ltEr!)risEs )JavE rEmainEd 

at 1\in' "'· fi;t\res, In t'~E \ ni.tEd State: a n£11 t'orei3n 

isa·•co a·: "litE~ to zo, OOO, OOO in 19::;6 as cou!)Qrt:d utth 

1 , 3:;0 ' oc 0 , oco •.:'1 1927 . 
\ .J. 

BUI:.l~ 

B '.3 .:X 
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EDA 

SEcrEtary of StatE 

~lna.'linGton 

GRJ.Y 

P/u\IS 

DatEd Hay 1 1 1937 

RECEiVEd 4 :50 p 0 mo 

564, l~Y 1 , 10 a ol:lo (SECTI ON llllmTEEN) . 

Tnt:nt';. A situction bcs no\1 arisEn i n nl:ich t h E 

r EdE .,tiona , rE,cym£nts , and rt:patrto t i ona of old forEign 

loono ~Eatly E~cEEd t h E ~ount of nEn is suES on forE i gn 

account on t h E ,'J,lErican, Bri tioh, ond probably othEr 

lEndirlS =~·)IE to . Tbl:rE hcv E i ndEEd b EEn largE capital 

movEtl\tmto a u dEscribEd in t h E prEViOUO olla)?tEr for t:tE 

purohnoE of bondo and sharEs on forEian markEts but t ltis 

involvEo mErEly teE acqtliaition of t:xioti~ capital aooEts . 

Such tran:Jacti ons do not unfortUDD.tt:ly givE risE to o. 

movEoEnt of comwoditiES to thE countriES rEcEiving thE 

capital ~UldO to thE sacE E~tEnt os do nEt'! issuEs on forEign 

nooount \1hEth£r for public tlor!:o or for industrial invEst­

cEnt . ThE onoll volunE of rorEian ioauEs ia tl'..ErEf'orE onE 

of thE rEooons for t:1E dEprEsoEd lEVEl of intErnntional 

tro.dt: . 
T\'1Ei'1 cy-onE . Conclusion. A yt:or ago rEcovEry nao m:ll 

on ito no.y and sprEadin8; non it ho.ll rEo.chEd thE sto.gE 

nhErE otrons upnard forcEs docino.tt: t~Crld Economy ond 
tbrED.tEn 
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thrEatEn I!VEn to producE 1n somE bl.'o.ncl:ll:s c. too 

ro.pid c.dvencE 1n costs and pricEs suggEsti vE or boom 

condi t~.ons . It mo.y not bE suffi ciEntly ruUr;Ed hov 

repid t •.te: c hangE hoe bEEn end thErE rny bE n tEnde:noy 

still to hold fo.st to CErtain pe:os1mistic idEes which 

BUlL ITT 

m::s :r.c.:c 
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JS Gray 

PArtiS 

DatEd ·lo.y 1, 1937 

l'\Ec 1d '1:55 p . n . 

S eoreta~y of StatE , 

\laal:-.:1.:~\:on, D.c . 

5u~. , ··::.!· 1, 10 a .n . S>!:CTICN 't 'E1'TY. 

Oil~ ·~o.vE b EEn ap"'>ropr:iotE durin:; thE deprEssion but arE 

o".lt o! c'.ctE non ';;lult conditions havE chz.n.:;t d . Account 

;"IU:Jt :E t:>' .En cf thE fact that thErl.' !lao bEEn an alr.ost 

c ox:1!)l • :;c ·~z vers"-'· of tlllllY of t~E prl'blnw bd'ore us end 

t h E pol:l.oy to bE pursuE<> .ous t bt noc:'ifit:c\ accordill,31Y· 

To nr::1t :.on onl " one EXru"l!llE : c.s far c.o 'h.>vtrwEnt finance 

io c ?nCEl':i!d not only b.o.s thE nttd f or e:;:traorclino.ry 

sptncl<.a., '.:o o'.:;r:.ll c.te s enerol b\toincso octivity d :>.s-

0-;l!)EO::'EC. i:r.'.t 'mc:1 spencliOG : ~ay bE t'.irtctl r J:w.ruf'ul to 

"•tc.lt~ <.' EVElO!):"IEnt • 

On t h E nholE i t c::t~· probably bE aoounttd that, 

:undful or t:lE vi olEnt econ on:l.o coon:;u d\>.r~.n:; thE !lOst 

wc r pErio~ , not onl~ tho~£ in authority bUt also t~£ 

:?Ublic arE ttorE f'uJ.ly n-;JarE of' thE daOGErs nri sin3 fron 

t hE I".EvEJ.oprJEnt of c.n unbnlnnoEd 'lOGit i on. lt i s in!lorte.nt, 

houEVEr , to conoentr€'.t£ attEnti on not on t ;•e oymptons 

but to te:cl 11itll thE rnorE fundatlEntal oaust:o liablE to 

produCE (l dnJl5ErOUO diOEquilibr~\V1 • nurinG tb£ difficul­

t~EC t~t prEVailEd in thE b~O~ da;o of t~E dtprEO:JiOll 

it una pEr~p:J Ull:lVOidcbJ E txt r.umY b.astr oEasurEB 
ahauld bE 
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ron Paris 0564, SBCTIOU r~J-"l'Y 

s~onld bE talcEn but t h EsE altlloush undErstandablE 1n c.n 

EnErGEncy oituntion tEndEd to 1norEaoE rathEr than rEducE 

thE atatE ot 
BUIJ,ITT 
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17a.sh1ngton 

GRAY 

PARIS 

DntEd Hoy 1 1 19~7 

REcEivEd 5 : 18 p . m. 

5641 llo.y 1 1 10 a. . m. (SilCTION T\/EtlTY-ONE) . UncErtai nty. 

It io t o b E h opEd t !:c t in o. pEriod of rEla tive prospErity 

mort cnlm nnd :.1ore ccmtion !7111 bE obsErvEd ard that Eff'orto 

n ill bt nr.clE t.> build up a tlOrE ~!ldut'illb o to.bili ty both in 

thE e:oononic and IJOnEtary aphErE 0 

ThErE ati~~ re:Jains t l!E prwosin,~ nEE·l of' rEducing 

tro.dt. bo.rl·! Era c.:-.d particularly thos r Ext:.•cordi no.ry 

h1!ldro.ncEo to t rcd£ in t."'.E f'orm of' q••oto.s o.nd prohibi tiona 

buil t up in t hE past sEvEn y£o.ro; ~~E othrr acutE problEm 

1a that of Eato.bliahing n monEtary ayotem that nill 

combinE 0.11 intErnati onal stabi lity of' EXchangES m.t~ n 

policr both nationa.l o.nd inttrna t i onal directEd as fo.r as 

p osoi blE to\1o.rdo thE mo.intEnancE of o. s rund crEd! t and 

currEncy positi on. In addi tion thE burden of' 1ntErnat1onnl 

financial obligations must bE allEviatEd nh£rE thio baa not 

; et bEEn donE by oonvtroiono to o. lEvEl of inttrEat rates 

n orE in oont:orl:l1ty \'lith prESEnt oonditiono. l'lithout atto.ok• 

i1'13 t h UE :t:undn:1mtal problEms of \1ot ld economy o.nd t'inanoE 

litt lE h opE oan be hEld out as to thE chancEs of o.c~c~ 

a lnot~ 1J;I!li'OVEm£n t in t hE varioua no. tiono.l t:conOtliu. 
It 
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I t cQnnot bE de:n1Ed howEvEr t :lQt Q mQatr:ring of thE problEms 

involvEd in buaine:as 

BULLI'l'T 

RGO :El!B 
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JS 

3EcrEtarr of StatE, 

-'c.c""'i.n_:;ton, D. C. 

:lray 

vo:.tE<\ Hay 1 , 1"37 

'lr:c'd 5 :20 n . n . 

561~ , ·•c.y 1 , 10 a .n , ll6CTIOi' T .>!ITY T''IO 

fluctua1n ono in connEction u ith tbl': quEstion or govErn::~Ent 

expEmlin;; ,articularly in ViE11 of thE rEcEnt increasE in 

outlay or cl~moEnto; and tbio co~~Ection ia only onE 

Exru:;p• . .: o:1 thE p.Jli tical aopEcts ot thE problEm.s bE .fOrE l\S . 

It noulC:. bE vain to think tlu:.t purely tEch.niccl arrnng£­

oEnt:J c::r. :par:~ntEE sound r:cono-:Uc dtvtlO!JDEntG and DlllltE 

nn iU19l'OV£ ·£~t in thE otnndard of 11 vine; posniblE if thE 

unu£rl0~n~ conditions ror a peacEful intErchangE or soodo 

Ql)(), a bal::ncEc1 oosi tion in thE d~.ffErEnt countriES crt not 

fulfille::< . All r:conor.Uc ac t ivity nust rEcl(on With thE futurE 

and H' t2-El'E i " a continuEd lack ot stability thE so\mdEat 

bual.aE~ s•::. uill bE f orcEd tit:lEr into a curtailoEnt of '.;!•Eir 

O!)Erc.t,.ons or COll">EllEd to tac·E a)')EculativE rioks. InotEc.d 

or Enbc.rL'"l.n;; \'.'!)On e:::pe:•U.•nts tllat vould 'bri113 li ttl£ or 

no advc.ntc3E end oiaht Easil¥ l~mpr:r normal Econo~ic dr:vtl­

Ol")OEnt, an nttEm))t should bE r.1adE to ,:sr:t to thE root of 

t\0. ttEro rEO?Onoibl£ fOl' thE prESEnt ditficultir:s. '"orld 

opini on io bE5inuin;; to dt~mnd t3at a oErious Effort b E nad£ 

t0l7c.rda ~E solution or tht greet outatand1na pro'blE~a and 

thio t eo!' ::uat bE attackEd wi tl\ t ht tmdErotnnc'1.ng couragE 

end ;;oo<:' ""'-ll nEe Eo oar¥ to ec~liEvE ae.tiaf actory ::-r:oul ta . .. 

End ;"!soa:;E . 
ar-1 K'::3 

BULlJ '!"" 
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JR 

Secretary of State , 

Washington. 

257 . May 1, l p .m. 

GRAY 

London 

Dated May 1, 1937 

Rec 1 d 9:55 a .m. 

FOR TaEASURY FR:l~l BUTTERWORTH. 

·•'uda y •a Lo"> don financial press emphasizes that the 

tact that Highs~ Brothers is to meet its obligations 1n 

tull appre ciably helped to revive confidence on the London 

stock exohang& F~d that the fact tha ~ the market closed 

firm yeste.·day :>.f ternoon means that t he Vl;)rst is pas~. 

The London st0cK exchange is as uaun: closed today and 

all activity in the city is consider ably d~shed by 

the bus strike which began t~is morninc. 

Ao article in toda:y' s ECONOIIIST on the recent stock 

exchange crisis concludes as follows: "It is unrortunate 

that the major reaction marks a turning point. Until the 

dust has settled on the national defense contribution 

controversy, and until current technical diffi culties are 

appeased, the most careful predication may easily be 

falsified . Yet of one thing tha 1nveator may be quite 

certain . It will teke some tlme before the stock exchange 

1a able to report ' business ae usual'. The present may not 
be 

39 
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JR 1/'257, !.lay 1, 1 p .m., from London. 

be a sensible time for selling ; but national investors 

1dll probably prefer to wait until the present uncertai nty 

has subsided before tackling the long range problBmB 

associated nith the continuation of industrial recovery, 

which the n.ational defense contribution has thrown into 

such hi&h relief" . 

BING ::!AM 

CSB 
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JR 

Secretary of State , 

11ashinston . 

2601 Uay 31 6 p .m. 

GRAY 

London 

Dated May 3 1 1937 

Rec•d 2 p . m. 

FOR Ta..;.\St;rlY F~!l BUT'!".t:R"'ORTH , 

Conditions on the London stock market more nearly 

approached normal today than at any t1me since the budget 

speech and be~: fU~k lmnd commodity markets closed fi rm, 

It is now h<;~.!!d,. t}Wt the settlement on !.lay 6th can be . . . 
concluded • it~Q~~1 ~truv~ failures but this cannot yet be 

defini tely ~~~e~t.!\!n!!.d~ .. 
It is perhaps i nteresting to r ecord that it is sai d 

i n the city that the British fund made gold purchases for 

its own account on Saturday and today and it is suggested 

that this action has been taken so as to indicate that 

Washington i3 not being left to bear alone the whole 

burden of absorbing the excess supply of gold. 

The franc strengthened l.n terms of sterling on an 

inactive market . 

BING BAlli 

KLP :CSB 
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LMS 
GRAY 

Paris 

Dated May 3 , 1937 

Rec'd 2 : 35 p . m. 

Secretary of State, 

Viashington . 

566, May 3 1 
4 p , m. (SECTION ONE) 

POR TREASURY . 

Conp&ratively moderate and reassuring tone of week- end 

speeches by leaders of the Government appears to have made 

a favorable impression . on tho exchange market rates moved 

in favor ~r the franc in a very small turnover . Tho pound 

is quoted at 109,85 and the dollar at 22,26 , 

0.1 the socurity market rentes ooved up 75 centimes to 

one franc , Other securities showed gains with interna­

~ionals beins especially favored , 

42 

Reasons tor the recent upheaval of the French security 

market are analyzed by Jenny, the financial editor LE TE!IPS 

in today 1 s issue of this paper , Jenny first of all points 

to the unhealthy upward movement of raw material caused at 

the outset by the natural effect of American economic recov­

ery and later by such abnormal stimUlation as excessive 

buying of raw material following monetary manipulation in 

various countries and later on the announcement of British 

rearmament . 
Turning 
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LMS 2-No . 566, May 3, 4 p . m., Sec . l , from Paris , 

Turning to uneasiness caused to the American author­

ities by the rising movement Jenny observes that after hav­

ing encouraged speculation through monetary devaluation and 

distribution of proceeds of enol'!lloua loan issues the Adlnin­

istration at j ashington became alarmed and euccesatully 

brought about a reaction through alarming the speculators , 

In this respect Jenny appears to susgest that the stories 

of a poss~ble revaluation of the dollar and new gold regu­

lation may have been inspired and that Washington was not 

displeased by the publicity Biven to these stories by the 

international .,ress . Nevertheless Jenny ngrees that the 

Preoident•s intentions were excellent and that it was leas 

damaging to a:;~ply the brake now tha:l later on. At the siii~B 

time he seizes the occasion once more to condemn the princi­

ple of managed economy to whiCh he attributes general in-

stability and unoertainty. 

Turning to the French market this authority remark& 

that it wac naturally influenced by the weakness of foreign 

markets . }'urthermore that various reversed securitiea 

(END SECTION OlrE) 

BULL ITT 

OSB 
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Secretary of State, 

Washi ngton . 

GRAY 

Paris 

Dated nay 3 , 1937 

Rec'd 4:17p . m, 

666
1 

May 3 1 4 p, m, (SECTIOH T70) 

on thta carket had risen tar out of proportion to the 

devaluat i o;.n o~ the franc and for thu reason the doll11ward 

movement here to as more marked than on foreign markets . A 

turthe1• lnfl \\ence relat ed to the uneasiness which has 

devel oped here regarding the ability of commerce anc indus­

t ry to carry on and support the burden and han~icap placed 

on i t by the M W soci al regulations . J er.ny aj;tributes the 

weaknes s of rentes to the unfavorable situation of French 

publ i c c redit affected by the enormous requirements of the 

Treaaury and public collectivltiea . This can only be cor­

rected in hie view by substantial economies on the part of 

the oovornmont . Jenny a ppears to believe that taking into 

consideration present circumstances and conditions and the 

recent correction or speculative accounts and excesses the 

French security market is now i n a fairly sound position 

t eahnically, 
Re f erring to last week'S slump the financial shee t 

"CAPI'l'AL" 
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" CAPITJ.I,11 r.i' today irritably comments that the administra­

tion o.t Washington has precipitated a veritable crash and 
• 

asks 11 oannot the world markets avoid being eternally in the 

tow of the United States and forever on the alert for true 

or false observatJ.ons of the President" , 

No comment bas yet appeared regarding cabled extracts 

of etol'Y from the Vlashington correspondent of the NEW YORK 

Tn!ES that "bi:le on vacation the President will study a six 

po1nt plan or norld reconstruction en the basis of compre­

hensive Anglo-American agreements covering war debts, arma-

ment , coll'mel•cial arrangements, monetary policy, convocation 

of world conference and a gold policy. End of Section T11o 

and End of lle s ~age . 

BULL ITT 
\ 

CSB 

' 
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TREASURY DEPARTMENT 

INT ... OP'I'Ie& COMIOUNICATION 

..... ..,., 3, 1937 

"' Sec,..t.JT Worp~~tbau 

,_ .lctinc a....raJ. COUDael 

Por 101rr int~tioo -

Since tha Supreme Court todq decided tha Phillppina cocoanut 
oil case which u.y require the Tree.INJ'1 to pq out upwrds of t40 
a1111on dollars, we are .,..a'n'"l tha eituat1oa caretull.7 to aM wbet, 
if eJV'1 other prellwlnarba will be neoiiii&J7 befo,.. ~t C&D be 
appro.....S. 

The Court ot Claiaa todq decided tha Slo.7th caae. Tbia wa 
a Uharlir hood coupoo caaa, lil<e tha Dilda T8lWinal , aDd fttt -• the 
laWJar aloo in thia caaa. The Court ot Claiaa a4her.cl to ita urllar 
deciaion in .taYor ot the Ootax.-t and atat.cl that it wu not ~aoad 
b)" tbe deciaion, wbich hid be6n handed down in the aeanti.u, ot tba P1ftb 
Circuit Court ot Appeal a in the ll&ehen oaae. Tbis 118lcea tbe oco,.. ot 
4 oases of this kind decided tor the Gova!'lliDent and 1 apinet. 
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!IJMOWI!!!If 

'l'o: Secretary llorgenthau 

Prom: Dr. Burge ee 

Treaft17 bond market wae tina and nr,y CJtiet to4a)'. 

Prtoee on the board tended gradua1l,y to rt .. .nd olo .. d 

at their h1ghe. 'l'he maJority ot the long 'l'rea11U1'7 bonde 

were 4/32 or more up from laet Saturday 1 e oloee; the r eat 

ot the liet showed Saine ot 2/32 t o 6/32. Guaranteed 

bonde firmed with Treasuries but t here wae Yer,r little 

trading 1n th8111. Turnover ot Treaaur,y bonde on the board 

tor the day totaled onl,y $247,000. 'l'he note market ne 

quiet and quotation• tended easier in the latter part ot 

the day. At the oloee the maJority ot the 1eeuea were 

1/32 to 2/32 dom !1'0111 laat Saturda,y. 

Domeetio bonde were dull and prtoee ot both h16h 

and aeoond grade bonda t1niahed unchanged t.o aaal.l 

traotione up trom laet Saturda;r. 

Forei gn banda were quiet wit.h no prioe ohangea ot 

oonaequenoe. 

No purohaaee tor Treaeur.r to4a1. 
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Since Ral.ph Reed, ~ Internal Re't'enue, had not be.-t 

able to furnish the Seore~ the information wanted on 
an investigation of de't'ioee or practices which were em­
ployed laet year by taxpa7ers t or the purpoee of reducing 
the1r income taxea, the Seoret&r7 inetruoted Mr. Magill 
to take the midnight train 'thursday night and to Yisit 
the Collector'• off ice 1n New York C1t7 to f1nd out where 
the diffloultiea were. 

The Secretary spoke to Mr. Kag111 on the telephone on 
Fr14&7 and Uag111 reported thAt he bad found not hing and 
waa of the opinion there was no uee w look further 1D1.o 
the mat ter. RU,Jr., however, disagreed and ineisted that 
Kag111 spend saturday there. 

48 

While on the Farm on saturday 1-he Secretary oalled Magil l 
and t he latter ea1d he felt he had found a clue. He also 
reported that he thought Reed waa very incompetent. He 
made the auggeat i on that Irey come 1.o New York to aaelet 
in the investigative work. 'rhe Secretary 1.old Kagill 1.o 

get 1n t ouch wi1.h I r ey , but Irey gave many exouaee t or not 
being able to come, whereUPon HK,Jr. telephoned lrey htmeelt 
and told hla to take the mldnLght train on Sunday t o work 
with lolag111. 
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TREASURY DEPARTMENT 

tHTD OPI"'CK COWMUNICATION 

DAn -40 l l$'7 

Ro: Dhpod iloa of proc..U of reoea\ uJ.• 

of o!C!1f1U" l!r forotc¥r! 19 \111• • ..,.,. 

Ia aec......,o ritll 7tJfOZ reqv.eet I ban ...to a clleckiJic • \hlo 

n.bJeot 41reot ll:r hhJih.,.o ri\11 ...-1 of tu Jw Toft: llab. Ia 

tho Chaoo llaall: I opolr:o with llr. St.-a, nco-proo14nt ; 1A \he llaall: 

of llaDhat\aa ritll llr. lloru, nco-prlddat , U4 1A the JaUoaal Clt7 

BUk ritll llr. I!Qsebl-, Aeoh\aat nco-proddat. 

The r"u.U of th"o 1aqulr1• loo41 t o the snoral bollat tbat a 

coui,...ablo :porUOD of \ho proc..U ot reont u.lo1 ot 1eoviU" lit' 
foroi«;uro r-.lu Oil Up..1U 1A tho UD1to4 stat... s-o 1tock .., ... 'II"' 

hou" as~ 1A a-tlas or,_.. for foretca ol1ctl 414 ret pro­

coo!b of nell u.l" to th1lr ollctl, eopeo1al17 111 lllsliUid. IUI4 Boll11D4, 

bOlt Reb traufor1 cout1tuh4 oD}T a porUoa ot \ho M111 aftoo\14 

hiH. Ia the aaJorU7 ot cu• U 1_. tbat tllo ford«~~ lAwlltor or 

lpiCQlator, attor 41lp0tlias ot hl• 1tockl, hol4 \ho proc..U 1a \he 

Oll1to4 Stat.. 

(a) So u to ban _ _, haltT to s ot bock 1at o the Mtbt 1t u 
wu 4eo14o4 tbat \ho pr11011t 4eoll.ae -. oD}T a t~llr) 

01111 

(b) fO tab o4wmtace of \ho 1- rata for lt•l~ aa4 ot.Mr 

foroisa evr-1oo wbicll woal4 ocev 1t ._. oaUo4 Stahl 

loworo4 \ho prlco of so14. 

Jot all tho f•oScaert JiGi lte•o4 otooko •trlcllt, oo \bet 1a­

cu" \ho u.lo ot 1....rU1" aorol7 r-lto4 1a ro4aaias \heir 4ellt.t 

'baleac" wi\11 llroku'e . Ia 1•o --1- lallu.rro4 ll:r forolsa~H tr• 
'lleab wore 11""'4otoA ri\11 the proc..U of otock ea1... !!ao Cbuo :Ink 

-t1oaa4 \hh 1a o'mooU• ri\11 1•• or4orl for the ealo at •-1U• 

reooin4 ll:r th• fr• 0 pat. 

49 

It rill pro'ia1117 tab - t1ao fw tllo ron! to at th•• oporaU­

to oltw 1111 tlall7 1a the •Bel-• ot CepltaliiOt•aW" proparo4 lit' tho 

ll"oarcll ~la&t fr• flcvee reooin4 ll:r tllo N.-1 ....... ~. 

owtas to tho iuntalllo lee _.e4 ll:r ftl'iGill r--· :ror llloteaco, ~-• 

eocwUi• llan liMa 1oU, lillt tho prnub rill aet be tnMtorre4 bock 
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so 

111 DilpodUca ot pr ...... ot reo•' Nl• 
ol •••• ,,. )z ,.,.. b ... ..,.,, 

'- tee4w -UlJ119 1, \M da\e ot t.U J.oMa o\oelk =M• 1'1 ••"1-t. 
Ia oU.. -•• Nl• ... e ..... Sa W. _,., 'IIIJ f~ •• • U.. 
cerUfl•'- W te-. e•t onr 12'• \M ,..... oU., U.. p; •\ fer ~ 
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FROK: .berioan J:mbaasy, Paris 

DATil:: llay 4, noon 

NO. : 589 

SECTIOB OU.E . 

By maU from Cochran at Basel prepared Konday night. 
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Jn informal meeting was held Sunday afternoon by those 

B.I.S. directors who are central bank governors . The subject 

ot t heir discussion wae correspondence exchanged with the 

Federal Reaene Bank ot !few York with regard to Hungarian 

credits. The suggestion of President Tripp that the mone­

tary department ot the Bank be instructed to studf oare:tully 

the various phases of the current gold problem aet with 

their apprOYal. Jaoobbeon was OOIIlplimented by Tripp on 

hia work in preparing the seventh an.nual report; Tripp 

referred particularly to the oompreheneive chapter on gold 

therein . 

Schacht thanked the retiring President Tripp tar his 

services to the bank at the regular monthly meeting ot the 

directors on Konda,y morning. A report was given by Director 

Vogue who heads the Sues O&nal Company that recent flgurea 

tor east bound trattio through 
Sob,II,C!h t 

don lnel. 11JW hoped that 

the oaD&l eurpaaa predeprea­

eTen attar anaa ehipaente 

cease, the heavy tratt1o would keep up. 

!he 
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The aeTenth annual meeting which was held Konday 

afternoon followed routine agenda Wbioh included TOting 

Of t he usual six peroent diTiden4 and reserTes on the 

gold franc baeia. Of the t wenty-six central banka or 

banki ng groups holding B.I.S. shares, twenty~four bad 

sent representati ves . The two countr ies were Latvia and 

<h'eeoe. American shares were voted by Weldon. Tripp' s 

annual report was well received, and there is general 

impression that this ia the best report which has yet 

been prepared.! cabled extensive excerpts from the report 

on Saturday, touching upon questions diaousaed widely in 

press accounts and upon points of special or current 

inter est to the Government . 
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An extraordinary a eettnc of the shareholders wae held 

after the annual aeeting of Monday afternoon which appr OTed 

aaendaent e to the atatutu d1Tid1D.C the functions of the 

BIB Pres ident and t he Ohair•n of the Board. Thue the three­

year appoi ntments of Beyen and Jlieaeyar reepecthely were 

conf irmed f or these poeiticne . ~ifteen hundred gold dollare 
per ye&r plus teee for attending meetings baa been fixed 

ae the ealary of the Ohairaan. 

I eubmit herewith ~·r=eriee of remarks of BIB offioere 

and visiting dales-tee - I had opportunity to talk with 

practically all of thea. 

ori Uoi• wu still Toioed by Trip becauee France got 

into euch a ~ i nt erD&l aituation, He attribute• the c old 

bloo 
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bloo collapse t o thiB situation in France. Fear &114 infla­

t ion 'l!'hich pr011iaa to becaae worl4-1ida h&Ya developed he 

said aince the gold bloc ia gone &n4 none of the •Jor curren­

ciee are fixed definitively and permanantlr. The ~alta out• 

in commodity prices he believes had considerable merit, since 

prices had been driven too high by apeoulatora. The un­

certainty as to the price ot gold worries him, however. 

So long as the •34-hour polior• is f ollowed, he does not 

see haw it 1e possible to pr0111Be not to change the gold­

buying price in the United States. A next step, in hie 

opinion, would be to implement and ext end the tripartite 

agreement. He said he would like to see the two leaders, 

the American and British Goveruaenta, confer with a view 

to solving the gold problea. Sterilising newly produced 

and dehoarded gold cannct go on indefinitely, i n hi a 

cpinionJ the British do not want t o absor b too much gold. 

Trip said that he favors some sort of international 

control of gold production, &nd an agreement between the 

central b&Dita and gOYernmenta as to the liaits of newly 

prOduced gold whioh they Will purchase. Should a ch&Dca 

in the price of gold be •de now, Trip thinlta it would 

be bad pol icr, aa 1t would cauae too-eudden detlat10D 

and he&YT lcaaea to t raaauri ea, and eat a precedent f or 

altering the price of gold whanSYar a naUon&l eoon011r 

i e out of [aaiaaion) . 

Trip 
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Trip doea not belieYe that a reduction in the price 

of gold would haTe a checking effect on Russia, beoauae 
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in that country gold 1a produced under Clo'Terlllllent aonopoly 

and the coat of it ia muoh belar the price on the market. 

Be e~resaed a desire to eee the United States, the large 

holder and actual gainer of gold, offer to sell gold to 

&ll monetary authori tie a which want to parchaee gold. 

Th1a would be a helpful and hope-inspiring gesture in the 

right direction, he said, without inTolTing &n7 big 

tranaactione in the near future . 

The Betherlands is getting too much gold, Trip told 

me. le raised the florin against the dollar this paet 

week, i n spite of strong oppoeition on the part of the 

OoTernaent, which does not like any step suggestiTe of 

detlatl. on. Lately, he aaid, .Amsterdam has had to bear a 

lot of arbitrage; he had puroha'aed 31 llillion dollars one 

day. Trip explained to the Oournaent officials that he 

had to let the florin follow aterling aomewhat or h1a 

market would be flooded. The French situation, with its 

ooatly social reforma, riaing prioea, labor troubles, 

in Trip'a opinion, i s hopeleea. 

I had a. oon•ereation with offioi&la of the SWiaa 

lational Bank - B&olla&nn, Sohynder and Pfenni.nger. Tile 

B&nlt Preeidant, Bac~u, a&id that the Tripartite Acree­

ant 
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Mnt needs strengthaniDg thl'ou.gh better coop8l'aUon betweu 

the United States, Brit ;l.ah, and posal. bly l'l'ench Got'eraaents. 

Bachm&1lll 111Ada the rem&l'lt that except for its peyohological 

effect , the French franc does not now have much world 

influence. In Swiberland they &l'e having a good tO\ll'iat 

trade. Ill the Challlt-de-Foode watch ind:uatry there was one 

t~trilte, bu.t nothing widespread o r aericue reB\llte4. 

S.chwann told me that increased demand direct froa CO\lDtriee 

which &l'e l'8&l'llling 18 banefi tting Swiaa manufacturing 

industries, including chemicals, instruments of precision, 

and so on. In addition, general Swiss exports are on 

the i ncrease, aa countries which are rearming are not in 

a position to supply their own usual fore ign custoaera. 

The French financial and monetary situation is a 

s O\ll'ce of worry to Oobbold - in ch&l'ge of the Bank of 

England ' a foreign buainaae - and on lilLy 4 he 1e going to 

P&l'ie to apend a fflfl daya there. The checking of the 
' 

epe~·uve c~odity •rltet. pleased the British. Serious 

labor troubles may be experienced by England, he bel ieves, 

but in both the united States and England there baa bean 

too much real reccwery for present develop~~ats to cause 

a aet baolt of significance. He &sited two questions: (1) 

whether there is any liait to the chargee which the Trea ... 

ury oOilld iapoee on iaporte of gold without resort to 

turther legielaUOD; (3) whethar unclar exieUng legiel&­

Uaa there ie any poee1b111ty of altering the purobaee 

prloe 
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price of sold &Dy fUrther than would be inTolTa4 1A re­

Taluing the dOllar the 81!1all IIAr&in Up tO 80 percent Of 

the Talus U pr8Tiously had. 
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I also bad cOil'fersations with Schacht, Hulse, Vocke, and 

Hechler of the Reichsb&Dit . Schacht is verr hopefUl that 

German relaUona with our c ountry will be imprOTed through 

D~of:f.'., Lowering the gold price on the part of the 

United States at present is out of the question, in Vocke ' s 

opiniOil. J'rere 1 a Tisit to Berlin we.e enjoyed by Geraan 

officials, he said, but as for anything c oncrete c oatns 
they were 

fro• it soon, a.rwa•/not very optia.iati o. How the United 

States responde to van Zeeland will asan a great deal . 

Raising Geraan Government funds .is .in Hul se'e hande; 

he aa.id he oonteaplatea an early issue of another Reich 

loan at 4 l/2 percent interest, The disturbing factor still 

is the gold-buying pr.ice , according to Hechler . Hechler 

remarked that after the last war, the British followed a 

policy of taxing eo heaTily to pay for the war that a die­

taste for war waa created, and that t hey are taxing all the 

profit out of rearll&ment now eo that it .is f i nally deoide4 

that u .ie neoeaeary to rear.. 
' 

I had a second talk with Schacht, and reaarkad that 

the preea ha4 giTen a good account of hie recent atat81Danta 

at Bruaaela. Schacht r eminda4 •• that tar many aonthe 

he had been ezpreaainc t o •• the .... t houghts which were 

put into words at Bruaeala. Hitler, he aa8111'ad ••, ha4 

apprcwed 
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approTed to the fullest extent the remarks and pol1o1aa 

inTolYed. Sobaoht has poetpoued hie viet t to Parh until 

about May 25 ar May 26, siuoa the openiug of the parie 

.,.._I!HtWPiqs J:Xpoa1 t1on has been delayed. 

I t 1s the opi.u1on of Qll .. ll&Y, the J'renoh General 

Manager of the BIS , that the world' s t wo chie f oonoern e 

sa 

are the French social probl• and the Alllerioen gold pr oblem. 

The French Miuiater of Fiuanoa, be belieYes, should haYa 

b~en more frank, after the fashi ou of his British colleague, 

in disclosing the general needl of the J'rencb Treawry to 

the Finance 001111.1 tteea of the Chamber and t he Senate last 

week. J.t the time the Finance Oollllllitteea refrained tl'om 

too snere an attack upon Auriol, Quean&y belinea, because 

they do not want t he GoTernaent to fall OTer a financial 

reaaou which aigbt oonceiTably lead to a consolidated labor 

party with Blua in it. Bcae daya ago, Queanay Mid, there 

was some discussion of a vacancy in which Steeg would be 

the premier, and such l eaders as Oh&utemps , Daladier and 

Delbos would be in the GOTernaent. Howner, it wae de­

cided that it would be pr•ature to push for such a eat-up. 

Hope is held out by the backer• of this 1daa that wi tbiu 

the next few months labor will baocaa so dieordarly that 

Blua1 a sy.pathiee •Y mOTe more toward the canter and 

he •Y f1 t into the new arrang• ent rather than lead t he 

oppoe1t1oa 
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oppoaition. SO.e months ago a auggeation wae m&4e to 

the BJ.ua GoYernaent by QUellll&y regarc!.iq the public worlta, 

illYolviq repair• and modernisation of reaidential build­

ings in Pari a, and aotion on this •Y be taken. How"er, 

now it may be too late, he aaid, t o make much of a suooesa 

of the idea. 

The Bank of Japan representative, Yanagita, referred 

to the recent ehipaents of gold from Japan to the united 

Statea , and insiated to me that these sales of gold had 

noth.ing t o do with the • gold scare• . His Banlt merely was 
t rying to hold the yen steady, Thie taalt 1a beo011ing in-

creasingly difficult w1 th the growth in expenditur .. by 

the GoT ermaent. 

I waa t old by the Governor of the National Banlt of 

Yugoslavia that hta bank had not been able to get gold 

from the Aaer 1oan authorities through the BIB. I told hia 

t hat since hie Banlt baa an account w1 th the •ew Yorlt 

lederal Reaerve, if he applied directly to that Banlt for 

the neoeaaary license, the Bank would refer the matter to 

Wash ington. I t old him that he should aake clear the 

details of the tranaaction, ahowing that the gold 1r&8 for 

central bank monetary purpo888, and prOIIJ)t - and I hopecl 

ayapathetio - considerati on wouJ.d then be given to the 

question. 

I waa informed by Preaident :Uenboeelt of the Alutr1aa 

Jational BIAit that ateedy but not too :rapid progre88 1e 

being a&de by .A.uetr1a. They hope to be turtber helped by 
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a goOd Aaerioan tourht sea.on thi s ~er. 'l'be Hu.D.garian 

National Bank GoY ern or, Iuedy, an4 t he governor a of the 

central banks of s011e of the other Blll&ller agricultural 

countriea in the Balkan and Baltic States were happier tb&D 

laet rear, because the prioa of farm produots baa gone up, 

but they were made a little nervous by the aarket upaet of 

the past tn weeka. It -• reported by Governor Ryg that 

Jlorway bas showed i mprovement but n othillg brilliant. 

Butter 1s an illportant itea in the expor t s of D-rk 

and because the price of i t baa not risen correspondingly 

wi tb other agricultural products, Governor Bruanaea of t he 

Danish National Bank was unhappy . I was told by HartogsobD., 

Secretary of the Danish Bank, that consideration had been 

give to conversion of one Oity of Copanbageo and one 

Danish State loan on the American aarket. However, t or the 

t i me being the effort - • dropped because the monetary 

s i tuation is so unsettled. 

I -• told by Governor Ry U of the Bank of J'inland 

that before autumn not hing would be done t~ds reviling 

the value of biB ourrenoy upwarda. AnY acti on at that time 

would depallll muob upon the trend of prices in the meantiae, 

and upon the ext ent to whiob soae aolut1011 at t he golc!. prob­

lem 11&7 baTe a.dvanoed in the other cowliriea. 

'!'be J'inniab IatioD&l Bank Governor and Go'fernor Rootb 

of the Swediab Jctral Bank were seeking aa defW te in­

for•Uon as poasible reprding the gold policy of the 
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United Statu. The SWedish .eoonoahta who ha.4 been urpq 

Rooth to rnalue hie orown, beoauae of the rise in prices 

and pa:ttioularlr the inflation dhoarnecl ill Great Britain 

and ill the Un1 ted States, haTe praotioallT stopped euoh 

actvoour of suoh a step now that the Aaerican and British 

booms haTe suffered a set baolt. He e:xpeot• prioaa to 

move the other way again and th.1nlta the question of 

reTaluing the orown may then recur. It is being arranged 

tor the Swedish Treasury to open a deposit ill lfew Torlt 

1n the near tuture to finance purohuea made on the 

American market. Rooth is anxious paritoularly to aee 

off'ioial .A.meri.oan m11111bers on the B.I.s. board, whioh he 

has rejoined recently. 

It is beliend by Gonrnor J'ranolt Of the )fational Banlt 

of Belgiua that there should be a oontrol of the proc2uo­

tion of gold. He th1nlta low grade deposita will be 

deTeloped to suoh an anent that an OTe:rwhelming amount 

of metal will oome onto the marlteta should the present 

paoe continua . In addition, the tbreat of this and of '­

lowering the gold price is accelerating dehoardiDg ill 

such a _,. ae to iJICreaae the aOT•ct of gold to one 

ar two high bidders - pr1noipally the United States. 

GoTernor Franolt th1nlte that llueeia oould be pereuacs.d 

to oa.e into a prOduation agre•ent rather than ••• the 

aarltet f« her iaportat prOduot ~oralbed. With 

recar4 
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regard to Van Zeeland' a atudiea, the Governor r -.inded me 

that they were undertaken at the instance ot J'r~~~:~oa and 

England. Van Zeeland and J'rera will do everyth1ng they 

can but they will naturally not seek to initiate a 

world oonferenoe doomed in advanoe to failure if they 

find the outlook hopeleae after making their investigations. 

J'ranok wae more optimiet1o than were hie oolleaguea troa 

the other important oentral banks ae to eoonoai'O recovery 

and the Perie ex:poeition eav1ng J'rance trom a monetary 

and finano1al oria1e by autuam. 

A oonvereation wae held between JaoObeeon, ~wediab 

eoonoaiet of the B. I.~., Sohaoht and othere regarding 

Van Zeeland' a undertak1ng. Jaoobeaon informed me that he 

found Sohaoht skeptical - hesitating to believe that the 

Pr•ier of BelgiUIIl will have enough foroe to draw up a 

definite progr11111 and to get the foroe:tul eupport tor it 

on the part of J'ranoe, the United States and Great Britain. 

In thie matter Jaoobeeon thinks Europe muet look to the 

United Stataa tor leadership. Our wU11ngneae to fit in, 

he eaya, 18 not enough. One of the principal reaeona tor 
that 

the failure of the London oonferanoe waa J,;f, the United 

States wae unable at that tiaa to IJUbaoriba to a general 

dootrine Whioh moat of the other powers oould not aooapi. 

Jaoobaaon informs •• that the Uni tad Statee hae baooaa 

auoh an iaportant figure 1n the world's eat-up that uo 
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important plan oan suooeed without Jmerioan initiative 

and agreeent . He also said that it is not enough . for 

ua to tell ZUrope to eettle her own problems before 

approaching the United States . Be eays that such 

matters as gold and commodity markets and world trade 

oannot possibly be worked out with Europe acting alo~. 

Jaoobsson belines that Van Zeeland muet not be content 

to let Frere try t o find the pointe on 'tlbioh the coun­

t ries oould agree in a4VIIll08. Be doe a not think the 

f ield would be large enough to ba88 a suooesetul progr11111 

on it. .l bold plan must be oonoeiTed and preeented by 

Van Zeeland, he said, and the l eading and very aotive 

support of t he United Statee a1 mu.t be aeoured for the 

program. !be program, Jaoobaaon eaye, ahould not in­

volve any aplitting of the world into d81Dooraoiee and 

othei: groupe, and the s81De li&Diler and spirit of equality 

ebould be uaed in the approaoh to all of the pOifere. 

He thinks that one of the major atepe should be the 

wrUing down of the gold purobue price for e~ple to 

thirty dollar• an ounoe in the tJnited statea - after 

ooneultation and agreement between the leading powwe 

oonoerne4. Be would lilc8 to ••• the general loW8rinc 

of tar iff a tor euaple from 33 to 36 percent in Great 

Brita in ae the eeoond step. 

liD UO'l'ICIIIJ QIJ '1'0 !qLVJ IIOLUBifJ 

BULL 1'1"1' 
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D.l'llt 

P.&lW'BR.lll OJ' 'liLIOIWl RIDZIYID 

589 (leotion thirteen) 

Kq '· 1937 

Aaerioan Jmbaaey • Parte, 

Be 11&1d th&t 1t wO\Ud be neceeeary for Gemany' a to be 

reduced to a level and to an interest th&t i t would be 

possible to bear, It is Jaoobsson's belief th&t it would 

be a concrete help to Ohina and a very comforting demon­

stration to the world if an international loan to Ohina 
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were to be arranged, With the United States, Great Britain, 

Japan, and other countries participating. It would please 

Jaoobsson to see the leading powera give proof that it ia 

still possible for them to cooperate in some big material 

way, It is hie opinion that ohan.ging the price of gold 

at a time when the laws of aupply and demand allow that 

such a move is desirable is leu artificial than illlpoaing 

production control, .le head of the Bank'• research, it 

will be Jaoobaaon's job to make the gold inveetigation 

which Trip suggested. !bare may therefore continue to 

be some interesting obsenationa by Jaoobaaon along tba 

linea in41cata4 above, 

!he next 1 I 1 aeeUng Will be held 011 .rune 14., I 

u going ~ O«leva !uaada1 aorning. DD OJ' KZBSAOZ. 
' 

BOLLI!! 

• 
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A .p<>rtJ.on of 
t his tele~raw muat be 
closel 1 par::t,Jl•raaed be­
fore beinG co~unicated 
to anyone , ( B) 

Secretary of State 

"lashinG ton , 

2G5, l'ay 4 1 5 p , m, ( GRJ.Y) 

FO.! TilEAl>lirr FROH Bll'l'TEsf"ORTH, 

LONDON 

Dated Nay 4, 1937 

Rec'd 2 :40 p . m, 

Confideatl.al , Phillips be5an the meetin£l-at the 

British '•'reasury today by remarki~ t hat the stock, com­

modity and c;vlcl markets seemed to have SE't t led down and 

buyers ha•e ccme in to ~ive them natural support , He 

said that he supposed in due course we mi~t be able to 

look bac~ on recent events and conclude that on the whole 

they had had a beneficient effect; there was no doubt 

that thiflG S had had a rather severo shake out and at the 

weak points of course t he pressure was felt strongest , 

Since the Br1tish Treasury has been considerably criticieed 

here in connection with recent events it seemed desirable 

not to pursue this a spect of the conversation further . 

Ho••ever, led into the field of coiD!Ioditl" prices 

Phillips 11::>.s more specific than ever before in def1n10l 

the British Treaeury•s attitude , fie expressed the opinion 

that 
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that re~ent events would merely delay and would not prevent 

a further rise in the prices of raw materials ; prices 

should continue to rise and "in fact we wish them to rise 

for afte r all they are only a little above the 1930 level 

and not yet up to the 1929 level" . ~uestioned as to whether 

1929 constituted the desideratum level Phillips pointed out 

that t~e oirterent conditions which prevailed in the United 

States and Great Britain in that year must of course be 

taken into consideration in this connection, that 1929 was 

no t a year of excessive activity in Great Britain and it 

was not a pe1•iod of "inflation" whereas in the United 

cs 

States at that time a boom had reached its heir;ht . ~uesti~ned 

about the level of rood prices Phillips emphasized that 

foodstuffs were not unduly expensive in 1929 and from 

memory r~ cited that the index number of fo(dstuffs in 

that year was 162 as compar ed with 151 at the present tinte . 

Incidentally he mentioned in passing that after four bad 

wheat seasons ~t seemed not unlikely that the time had come' 

for a sood year in which case bread prices should decl i ne 

cons iderebly. 

Phillips said that the so l d market seemed no~ to be 

losing its nervousness and the discount on the dollar waa 

disappearing . In view of the information contained in the 

next 
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RB -3-''265, l!ny 4 , 5 p . m. from London 

ne~t to tho last paragraph or yesterday' s telegram and 

the fact that t he Chancellor of the E~ohequer is today 

bei l\8 aslted a question in this general connection in the 

House ot Commo~s t inquired whether he e~pected gold to 

continue to flow 1n formidable proportions to the United 

States where it would have to be sterilized at the ta~ payers 

e~pense . ne said he had not given very careful study to 

how fa~ "all e treet had recently declined but doubtless 

the EnJlish marke t was more attrQctl.ve to the investor 

than it hc.d been some weeks ago • lie also said 10 we too 

havo in oi fect been ste rilizing golC." ant: he mentit. ned · 

thnt there hac:i been some purchases on t he fund's behalf 

r ecently; "furthennore in November the problem or that 

wretched 40, 000,000 pound French loan will arise; if 

France is on he r feet she will be able to repay in sterling 

but sootns t o l)e ev ~ry likelihood th::.t conditions will be 

such t l"lat she u ill have to re!'AY in c;old so that we are 

no11 in effect buyi nu aold in advance . " Phillips continued 

that the cruT. o r the immediate problem with r egard to 

the supplies o f gold lay 1n the I-'l"ench s1.tuation; if con­

f idence could ~e restored 1n Franco , French capital would 

return 10 important quantit1.es; \>nfortunately it was im­

poasl.ble to .~edict the course of events in France but it 

seemed 
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ae•e4 olear that 1t -• 110 lODger a queet10D of f111aD-

oial aeaeuree but of whether or when the French OoYer~aeat 

ooul.d pol1 tioall)' ooa~~~end oonfidenoe &Dd &utboritr. In this 

connection be referred to the fact tb&t in the quart er f ollow­

ing the conclus i on of the monetary agreement Bolland's gol d 

bad increased 20 percent, SWitzerland' s 40 percent while 

France' s had deolineo by 8 percent. 

I Yenture t o mention, as of possible interest, that 

the tenor ·of Phil lips' conversation l eft me with t he feel­

ing that the Br1 tiah authoritie s are more aware now than 

&Yer before of the importance t o the United States of the 

probleaa c onnected wi th the incoming gold, and t h&t they 

w1sh to indicate a oooperatiYe attitude to ue. It is not 

&ltogetber clear whether this is merely to pl&y for tiae 

or to pl&y for aotiYe cooperatiYe action. [I refer t o 

ay telegraa J o. 286 of tOday's date) . 

BilfG!Wi • 

.... 

:u:Ln 
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LMS GRAY 

London 

Dated l!ay -:. , 1937 

Rec 1d 3:08 p , m. 

Secretary of State, 

Washington . 

266, May 4, 5 p , m. 

FOR TRF.A3UR'i F'ROH BUTTERWORTH. 

Asked in t.!le House of Commons th18 afternoon whether 

he was a~~re tt~t since December of las t year the United 

States Treasury had bouaht and sterilized at considerable 

expense over CFoo, ooo, ooo of gold e.r.d whbther, with a view 

t o stabilizinn world currencies and prices and reviving 

internatic~al trsde, the British Government was prepared 

to cooperate with the Government of the United States in 

the purchase of such fresh supplies of gold as were availa­

ble f or nonetary pur poses, the Chancellor of the Exchequer 

replied: "Tho an swer to the first part of the question is 

i n t he a ff irmative . In reply to t he second part general 

coopers tion is maintained wt ·,h the Government of the United 

States and other parties to the Tripartite Agreement for 

the purpose of maintaining as far as possible equilibrium 

1n currencies; 1n pursuance of this policy gold i s purchased 

when necessary and no change in the system is contemplated" , 

Asked whether the Tripartite Agreement was not 

intended 
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intended to be o~ly a tempor ary measure and lett something 

more to be desired and for an assurance that the British 

Treasury would keep in close touch with the American 

Treasury with a vie" to obtaining the ma.ximum cooperation 

bot\teen the two countries, Chamberlain answered "it does 

keep 1n touch" . 

Asked whether the British Government contemplated 

entcri:lg into neaotiations wi th the American Government for 

the conclusion of an economic agrecront covering a ~ider 

field than the r ecent currency agreement the Prime Minister 

referred the q\)estioner to the answc..rs N •ported in 11'Y no. 21::, 

April 13, B p, m. Further asked if ha was unaware the t an 

economic ~grecment of some kind wt th the United States was 

i nevitable and whether it would not be advisable to make a 

start now Bald,in r epli ed 11! cannot recognize anything in 

this world as inevitable . The Chancellor of the E-Xchequer 

has eaid that e.xplorations in the matter are still proceed­

ing . E-Xploration implies digging and the ground has to be 

well pr epared 11
, 

The question put to Chamberlai n was framed by Boothby a 

, rising conservative member of Parliament who also represents 

the First national Company in London. On his own initiative 

Boothby called on me ye sterday and particularly invited 

attention 
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LMS 3-No . 266, May 4, 5 p , m,, from London . 

attention to these questions , He explained that his purpose 

was to mention that SO% of his parliamentary colleagues were 

i n favor of an extension of the monetary agreement with the 

United States and that he had even received l etters from the 

leader of the opposition and the leader of the opposition 

liberals expressing appreciation of his questions and stating 

that they were in accord with his views which he implied 

therel~; that opinion i n Parliament and in the city had under­

gone cunsiderabl e chanae during the nast t,o months . He also 

said that it was beginning to be reali~ed that a real sense 

of security co~.:lu not be invoked excupt bi means of 'l stabil­

ization agreement and in this connection he mentioned the old 

parity fi!:,ctre 'l.1d he added that the 1mpor~I1IIce of a debt 

settlement nas now fully understood and the majority of his 

parl ismentnry colleagues were in favor of making a defini te 

attempt to settle this question, since it was a barrier to 

close cooperation with the United States . 

flhile Boothby 13 no doubt far ahead of general opinion 

it is t rue that there is more general support for coopera­

tion with the United States even at the price of some con­

cessions on the part of Great Britain. 

BUTOHAM 

CSB 
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Secretary of State, 

washin.:;ton. 

571, l.!C'.y 4 , 6 p . m. 

FOR TR;;.\SURY. 

G.U".Y 

Paris 

Dat ed May 4, 1937 

Reo 1d 4 : 22 p . m. 

~':cha:1.;e ma:•ket today was rathe r nervous and hesitant 

at t h" openin{;. The frenc showed f urther strength but buy­

ing for commercial needs quickly brought the rate back and 

quota:;ions are no1·1 aporoximately t he 3&;me as yesterdJ.y' s 

closing . ·,~he e.::~hange fund apparent l '.\' stayed out of t he 

market . The s t>c·.U'ity market was irr egular with rentes 

shoWitlG slight losses . The JOURNEJ:: OPFICIEL of today pub­

l i s hod decree announcinG the issue on May 5 of one- year 

Treasury bonds to aid in financing requirements on the war 

pension fund which was created t or a trial period of two 

years by A~ticle 113 of the Finance Law for 1937 . Ibis 

provided that the rate of interest shall be fixed by a 

decision of the Minister of Finance and t hat the bonds will 

be exempt from taxation . The ~nount of the issue is not 

indicated in the decree but according to apparently reliable 

estimates the requirements of the fund will amount to at 

l east two billion francs over and above the credit of four 

thousand 

-
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L'!S 2- No , 571, llay 4, 6 p , 111., from Pari s . 

t housand five hundred mill~n• authorized by the Fi nance 

Law, 

On account of Ascension Day bnnks will be oloaed here 

t omorr ow Wednesday afternoon and all day on Thursday, 

CSB 

• 
,.,. 

• 
. . . 

• • 
p,- 1 u.'IJQ ~~Ul-\l"f 

, .... , J } .. J 
~ ... · .. ~ .......... 

BULL ITT 
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I'ROW: .American laibaaey, Pa.rie 

DATi: May 5, 9 a.m. 

NO. : 573 

By mail from Oocbran at GeneYa. 

I bad a final and last minute oonnrution with 

Ooyernor lorman ot the Bank ot England before leaTing 

Basel. Therefore, the following el.\Pplemente the me88age 

1n wbioh I reported the meeting of the B.I.S. 

GOnrnor Borman br ought up the question which 

Oobbold had asked me (as set forth 1n my telegram under 

reference) regarding the possibility ot the United States 

authorities taking s ome action on the net gold buying 

prioe without necessitating further legislation. Norman 

.told me t hat the oentral bankers meeting at Basel had 

been quest ioning h im ae they had me with r espect to the 

outlook tor gold and particularly aa to where there ie any 

exchange of Yiewe between the tripartite gOYernmente on 

this matter and it not wey nott 

Norman thinks this is a matter 'Wbioh should be the 

subject ot tripartite consultation bef ore any one of the 
• 

member countries takes any new step with regard thereto. 

'l'he Clonrnor is oonYinoed that the dnel~ent &bOYs 

referred to # is bo\md to require eoae action Oil our part. 

lo Olle, be said, -t• sold at the present exoept the 

llllited states 
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tlnited states 'l'rea.aury and the wpply that ia now and 

will be -de available through dehoard1ng , produot1on 

and dumping by holders wbo tear that the prioe will i n­

evitably go lower will aurely be greater than our demand. 

He 1na1ata that .AIIIerioa will make a non-monetary ••tal out 

ot gold aa it baa out ot a1lver should the preeenttend 

continue . I Queat1oned him aa to whether rq people were 

1n touch with London on the aub~eot ot gold. loraan 

replied that he did not think that they were but that 

75 

there 11&11 urgent reaaon tor both ot our Government• to 

welcome an exchange of viewe. Since Governor lorman believaa 

the Jrench Treaaury situation will eventually wreok Blum, 

He 1a all the more anxious that we, the United Statee and 

Great Britain, should stand together . 

a VliiJ f1 

~ . 
' 

• 

Regraded Uclassified



'iNC 

Secretary of State, 

Washington D. C. 

268. Uay 5, 4 P. M. 

Gray, 

London, 

Dat ed May 5, 1937, 

Received 11:20 A. M. 

FOR TREASURY FRO!! BU'rTER~IORTH. 

Ther e is every reason to believe t hat the London 

stoclr exchn113e Re ttlement tomorrow '~ ill pay off unevent­

fully and 1n this expectat ion both stock and commodity 

markets have beon firm today. 

In thb o~ ~re of a conversation Thom~s Lamont, ~ho han 

just retu:.':~ed 1'rom a visit to France 'llhere he saw ae!de from 

private ba•~ers and industrialists, turiol, Delbos, Rueff , 

and Rist, expressed the opinion that " the situation would 

have to get 'i!Orae before it gets better" . He took the same 

view as that quoted in No . 265 of !:lay 41 5 p .m. , that the 
now esaentially 

problem bad g?ne beyond the financial field and wasja 

politi cal one . As for immediat e events be was convinced 

from conversations that a real attempt would be made to 

adjust the wor~ings of the 40 hour week so as to reduce its 

disruptive eff~ot on certain commercial and i ndustrial ' . ' 
enterprises . As to t he long term situation he said his 

pessimism over the outlook would be greater if he were not 

firmly oonv~~e~ ~t the innat e sensibleness of the Prenoh 

people whose capac itie s to pull ~oolYo s back from the b rink 

ot the abyss was often undorestima~~. 

BllfQIWI 
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Secreta17 of State, 

17ashil1(;ton. 

577, llay 5 , 1 p . m. 

FOR TREI.SURY • 

GRAY 

Paris 

Dated Uay 5, 1937 

Rec'd 4:32 p . m. 

~here was a fairly active domand for dollars and 

sterl~ng in tradi ng this mornin3 and the rate moved up to 

22 . 33 and 110. 15 .respectively with the fund out of the mar­

ket according to our contact. 

\''ith regard to the Treasury bill issue announced yes­

t erday the interest rate has been fixed at four per cent 

"until further notice". It may be mentioned that the 

intere't i s payable 1n advance a·i nce it is deducted from 

the purchase price as for nationa~ defense bonds . The 

bills will also resemble national defense bonds in another 

respect in that intere st will vary accordinG to the bank 

rate and gener a l money market conditions . They will be 

sold in denominations ranging from 500 francs to 1,000, 000 

francs . 

Last evening an official notice was published announc­

ing the closing "under aat1sfo.o t ory conditions" of the City 

77 

ot Paris loan issues of 900, 000, 000 francs opened on Apr11 .. 16. 

According 
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LMS 2- No . 577, May 5, l p . m., from Paris . 

According to the financial press, the Frenoh Government 

has renewed the British oredit of 40,000, 000 pounds Whioh 

was paid over in five installments between February 2 and 

26, last, and uas for three months with the option of two 

renewals . 

BULL ITT 
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!o: Secz-.t&17 llorpatllau 

Fro•: Dr. hrpaa 

Qoye.-.t &.curitiaa -rat .... fiN 'ov.t rather qv.iat tOdiiJ, !H~Rl'J 

u4 cu.rutM4 boa4 cpotatioaa taah4 to t.pro ... aa \be diiT procruae4. 

!r&&&IU'f boD4a cloee4 approld.ate17 at their hicha, ceaara117 1/32 to 

4/32 'better t~ JUte~. la \be curutae4 P'OQP, the 7 .7.11.C, '• were 

2/S:Z to 4 /32 'better u4 the B.O,L,C,'o nz-. 2/32 'baUer. hrao•er ot 

Treerctl'J bow oa \be ~r4 •• ~1 •.t $628,000 'ov.t t h .... no ••e 

ocU•ltJ nporta4 1a U. oyez-.u..-.c-ter •rat, llote -..at clooe4 

ott alleht1J tr. ih hip, with \be -.1or1tr of \be U3ll thr«NCC> 1941 

.aturitleo 1/32 up tr. Jaoterdar. 

~otto bollll •rlott no aohrate1J ~u ... u4 prlcea ot l>o\b hip 

allll .. cou4 cra4a boll4a abowe4 tracUoll&l ptaa. U h u4eratoo4 that 

the..., $46,000,000 Sou\bern Bell Te1ephoue .. 1/fl(. 215-J•r 4e'Milture&, 

otte!-.4 to~ at 96 1/2, wez-. well rece1YH. ,U 3 P, II. the ..,.at t or 

thh heue waa t'1 3/8 1>14, t'1 6/8 aelr:H . lie az-. aloo taro..-4 tbat the 

... $6,4110,000 hrU...,. Paclflc la11ftl W / .,. lqv.i,_.t f rut Certltlcataa 

4ue oer1u1r up to 1947, ottere4 thia -ratuc, were .. u recet•e4 at the 

oftariiiC prlcea. .Alao, that rctl>aorlpUoaa to tba $2&,000,000 t-J•r 

1•1/af> coaaolt4ate4 ul>eoturaa ot \be :r.4eral a- Lou BlmQ "r• •err 

hM~, l>ooa haYliiC ~~- o1oae4 at 11 A. II. 

roraliD• "" qv.iet with llO o1CD1f1cu\ p rloe ollupa, 

llo parailaaM tor ,,.......,. to..,. 

79 

Regraded Uclassified



Regraded Uclassified



Regraded Uclassified



.. , . ., 
... , •• lh'P 

'1!0 1 S.Cre\UJ llorpa\IIQ 

rroa: Dr. hrpoo 

~-• ont a-nu .. .rat wu qaiot llat flra ..,.Sn \odq, •ftor 

...alniJIC aore or 1o .. o\eUOIIU'J 1101\ of \he U, q110\ot1ona taU4 

bllhor 1D \be lao\ llalf bov or oo, fb.lalllac at tbo blgbo of t1ao ~. 

'lbo loac 'frMfti'J lloa4o ..... uacbanp4 to 2/12 'Qp f.- JU\erdq, wbllo 

other 'fraan.rioo .. ,. conoral17 1/32 to 3/32 l>ettor, with \he­

ceptlon of \be tbreo blchoot ccrapon 'loo.U wblch -• 11p allov.t 1/• of 

a polat. Guran\ooU .. re abo blcbor, olool-c •et.eacoct to S/12 

aboYO JOatordq, loto aarat na otoa4J, an4 tho a1Wo an4 1oac 

•tvltloa cloaod l/12 up froa Jootordq. 'funonr on \be 'looard •• 

$361,000 OOIIpUod with t700, 000 JOO\erdq, 

Doaootlc 'looau "re qu10t aa4 flra. s- llaJlac latoroat, par\1~ 

ular17 ia tho ro.Ua, u-1opod 1D tho final llalt hour. Ia tho aoooa4 

crau c;roap, ralh aau a4...-o of 11p \o 1 point, wbllo 1Adn.atr1ah 

all4 ut11Uioo clooa4 oaal1 fracUoae 'to\\or. llilh cra4oa woro tim \o 

7oatordq'a oloao, ozoopt for ra11roa4 bon4a wb1cb a49&Deod froct1o .. 11J. 

1b Southam Boll 'J!o\opilOilo I 1/ .. atforH JOO\erdq at 116 1/2 WON 

quotH 97 3/1 'tit, 97 1/1 ua4. tblo 1aau w•t nr, wall , 

fbo 1UUO of ·- O..Oro Loa 1\._DUIO 1 1/. MDU WON larp\7 

onr-ftbacriliM aa4 aro ... , .. at a p.-1• of 1/ • to 1>/IU... 

J'orelpo woro quioi w1 U. 110 prlco obanl•• of oonaooau-co. 

!Jo p!U'Obaooa for 'frMfti'J to4q. 
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Taylor: Bello 

Kay 6, 1937. 
9: 05 a.m. 

0: Hello - Mr. Taylor. 

T: 

0: 

T: 

0 : 

T: 

0 : 

T: 

0: 

H. ld .Jr: 

0 : 

T: 

H. II. .Jr: 

T: 

B.W.Jr: 

T: 

H. M •• Tr: 

T: 

H. M.Jr: 

Yes. 

I'm going Mr . Eccles back for the Secretary in 
a minute and he wants you to make a record of it wben 
he t alks to him. I ' m going to let you all listen. 

He wants to make a record of it? 

That's right . 

All right. 

I ' ll put the Secretary on. 

Yes . 

Wait a minute. 

This is an awful wire. 

Terrible. 

Hello 

Bello Wayne. 

Yes Henry. 

I ' m calling Warriner Eccles and I 1m going to tell him 
th~t you're listening . 

Yes. ' 
I got a very bad wire this morning . Don' t lalow if I can 
hear or not. 

Well we can hear you all right. 

Hello 

Bello 

Just hold on till I see if I can clear this. (Clicks his 
r eceiver up and down) 

• 
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H. r.t .Jr: Bello 

T: Yes Henry. 

a . r.t .Jr : I can't. (Clicks r eceiver up and down again) 

T: There' s something on there . 

B.li.Jr: Bello 

T: Hello 

R. U.Jr: Bello 

T: Bello 

a .U.Jr: Have we got Eccles? Hello 

T: Yes . 

B. N. Jr : Bas the operator got Eccles? 

Tz Not yet. 

H. JA.Jr: Can you hear me? 

T: Yex, we can hear all right. 

H.M. Jr: Bow are you? 

T: Oh tine and you? 

H.Ll.Jr: What ' s new? 

T: Ah - Home Loan debentures went very well. 

B.M.Jr: Good . 

Tl Well over three times oversubscribed. 

H.u .. rr : Good. 

T: Ah - Intermediate Credit joined to-day and they're 
offering at a lower rate than they did last time. 

B.lo!.Jr : Good. 

T: So that the 
pretty good . 

at that point of it !eels 
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a .u.Jr : 

T: 

- 3 -

Ah- ha . I wonder if Kiss Spangler is getting Eccles . 

( Aside to someone in the room: "Is Kiss Spangler 
getting Eccles?") 

a .u.Jr: Hello 

T: Hello 

H.M.Jr: Buzz that white buttone there - you know the one? 

T: Yes . 

H. ii. J r : See why she doesn ' t get Eccles. 

0 : Bello 

H. U.Jr: Yes - where is Eccles? 

0 : His extension is busJ. I'm trying to get him on the 
other line. 

B. LI.Jr: Well is he at his office? 

0: No he's at home. 

H. II .Jr: Oh. Is he busy. 

0 : I think Itll have him in Just a minute. 

B. U.Jr: 

T: 

B.W.Jr: 

T: 

H.M.Jr : 

T: 

B. !.!. J r: 

Allright, Miss Spangler. Bello 

Yes . 

Anything you want to tell me? 

Ah (Asides The Secretary wants to know if there is 
anything you boys want to tell him) No, nothing in 
particular. 

Ylell what I •d like - is the loud speaker on? 

Loud speaker on? 

Well what I want Kiss Chauncey to do is to go through 
rrry diary and put down the dates that we - ab - diseuued 
this open market operation business, see? And have it 
marked in my diary so I can read it 1111self when I get in. 

cs 
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H.!l. Jr: 

- 4 -

Has anybody called up from the Hill to ask me to come 
down? 

T: Ah - not as tar as I lmow. Senator King was 1n 
yesterday afternoon ••• •••• 

R. ll. J r: Yes. 

T: •••• • and he saw Ros Magi~l and then he dropped in to 
see me afterwards ••.•.•• •• 

H.!A.Jrt Ah-ha. 

T: • • • • • and- ah- talked about his resoluti ons, gold, 
silver and what else - ah - for an hour 

H. M.Jr: 

T: 

0 : 

H.M.Jr: 

0 : 

H. U.J r : 

0 : 

R . ~J . Jr : 

H. M.Jr: 

T: 

H.M. Jr : 

and a hUt. 

Yes . 

But it may be that I frequently confuse women myself 
so that that would settle it . 

Hello 

Yes. 

Mr . Uorgenthau I found that Mr. Eccles is 1n New York 
and I think I can reach him through the Federu Reserve. 
Do you want me to get him there? 

Oh . I ' ll tell you what I tll do. I ' ll let Mr . Taylor 
t alk to him. I won't bother . 

Oh, all right . 

And we ' ll handle it that way. 

Hello - IVayne? 

Now there's one - yes, Henry . 

Will you cul up Marriner and ask him if he can tell us 
us along what line I can prepare mrself and then tell 
Haas and White, will you? 

as 
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r : Well I think I can give you some idea on that. 

H. M.Jr: Have you talked to Marriner? 

. T: Ah - I talked to him two days ago just after he ' d 
been up on the Bill. 

R . ~ .Jr: I see. 

T: And - ah - Finance Committee has been trying to get 
him to go up there for two weeks . 

R. ll . J r: Yes . 

T: He s~1d that he wouldnl t go up or asked not to go 
up until after May lst ••• •• •• 

R. U.Jr: Yes. 

T: So they finally- be couldn' t stall it any longer •• • ••• 

H.M.Jr: Yes. 

T: ••• . • and he said that they discussed everything in the 
world but the fin •••••• -one thing t hat he said he 
wouldn' t discuss was gold. 

H. J& . J r: Yes . 

T: And that- I'm perfectl y sure that that•s what it's 
about . 

B. l .Jr : Well call him up 1n New York and find out so that they 
can be working on it before I come back. 

T: I will. 

H. M.Jr : Will you do that? 

T: I ' ll do it . 

R. ll.Jr: All right. Now - ah - the bond market is all right, 
1sn• t it? 

T: Yes, acti ng very nicely. 

87 

B.Y. Jr: Did they sel l any bills? Do you know how the dealer • are? 
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T: Ab - I don ' t know bow they are to-day. 

H. II . J r: Ah - ha. 

T: They- ah- let' s see I think the dealers bad about 
five million bill s or something like that . 

H. IA .Jr : Well write me a letter tonight and let me know what 
the dealers have left of thi~ week' s bills . 

T: O.K. 

H. Y.Jr : See? 

T: Ri ght . 

s .u .Jr : Now if everything is all right I take it that you' l l 
go ahead and sell the samo things next Monday. 

T: Yes . 

H.V.Jr : Now is Bell there? 

T: Yes he is . 

H.!I.Jr : What 's our working balance as of to-dayr 

Bell : Hello 

H. M.Jr : Bello Dan. 

B: It was 317 mil.llon the night of the 4th. We ' ll get 
50 million dollars 1n - ah - got 50 million 1n the 
Treasury bills yesterday •• •••••• 

H. !.I.Jr : Yes . 

B: ••• •• • and then we ' ll get about 25 million on these 
Home Loan Banks . I don't know just when that will 
come in but our balance will go up to-day to around 
350 or 55. 

H. II .J r: Three what? 

B: 350. 

H. II .Jr : Gosh it' s getting pretty low. 

08 
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B: Down to 317 - ah - 317 on tho night of the 4th. 

R.U.Jr : It's getting awful low, isn't it? 

B: Getting pretty low but - ah - I don't think we ' ll 
worry about it yet . 

B.U.Jr : Well how much lower will it go? 

B: Ah - well I can 1 t tell you r ight off the bat . I ' ll 
have to look at my figures. 

B.M.J r : Will you have something for me Monday? 

B: Yep . 

89 

a .W.Jr: I don't like to see it get down below 300 - awful low. 

B: Well,of course, t ho closer you approach your June why 
your all right. 

H.M.Jr: I know but - ah - it' s a long way off . 

B: Oh not very. 

B.M.Jr: Well -

B: You ' ve got a month till you•re going to get income 
taxes. 

H.U.Jr: 1'/hat? 

B: In another month 11e ' ll beging to get income taxes . 

H.W.Jr : Yes , but I mean will the 50 a week hold us? 

B: Ah - might not hold us at the 350 level but Itbink 
it will hold us, yes sir. 

H.M.Jr : Y/el l supposing you make the survey and let me have 
it Monday, will you? 

B: All right, fine . 

H. ll,Jr: What? 

B: Yes si r , I will. 
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H.U.Jr : 

Te.ylor: 

a . u. Jr : 

T: 

H. J . Jr : 

T: 

I! .W.Jr: 

Bell : 

H. I!. J r : 

- 8 -

Because - ah - gett ing, as I eay, awful - because 
there's- I guess there •s no more big gold shipment 
on the wat er, are there? 

No, that •s pretty well down. 

What? 

That ' s pretty well down. 

Yes . 

Ah - and not much engaged. 

Ah-ba . Well I think !!onday we' d better go over it and 
take a look at the thing . 

90 

Because if t his gold shipment stops - ah - our 50 million 
dollars will run our balance up a little. 

It will? 

B: Yes sir . It•s the heavy expenditures . 

H. L1. Jr: 

B: 

H. 'l . J r : 

B: 

R. ' 1.Jr : 

B: 

H. !1. Jr : 

B: 

H . ll . Jr : 

B: 

B. ii .Jr : 

Vlhat ? 

This i s the 6th, isn't. 

Yes . 

This i s the 6th - our heavy expend! tures will be over 
to-day or tomorrow. 

What? 

Our heavy expenditures will be over in a· day or two. 

How do you mean, Dan? 

What? 

How do you mean? 

Ah - we get big expenditures in the fir st seven days 
of the week ••••• -

Oh. 
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B: 

n. u. Jr : 

B: 

H.'!.Jr : 

B: 

H. !.: .Jr : 

B: 

a. u.Jr : 

B: 

H. L~ . Jr : 

- 9 -

•• ••••• -payrolls , etc . -the first seven days or 
the month. 

Well you think with the 25 !rom Rome Owners Loan and 
the 50 a week that we'll gain a little bit? 

Ah - yes . 

What? 

Yes sir, I t hink we will. 

Ah-ba. 

I t hink we ' ll end the - probably by the week-end 
with a gain in the balance. 

91 

Do you know anything about what they want on the Bill? 
Bave you heard anything? 

Vlhat they 1'ant? 

From me. 

B: No - no nothing except whot I saw in the papers. They're 
going to qui a you on the gol d stobili•ation. 

B. LI . J r : 

B: 

H. :.t . Jr : 

B: 

T: 

H.M.Jr: 

T: 

H. Jd . Jr: 

T: 

I see. Well Haas and V/hite can prepare something 
for me . 

Yes. 

All right. 

All right. 

Do you want me to call you back after I 1 ve talked 
to Marriner . 

No, thank you. 

Just -

No. 

Right. 
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B.M.Jr : 

T: 

H.II.Jr : 

T: 

H . loi.Jr : 

T: 

!! .U.Jr: 

H . J.t .Jr : 

T: 

B . l~ . Jr : 

T: 

H.ll.Jr: 

T: 

B. Y.J r: 

T: 

H. IA .Jr: 

T: 

B. li.Jr: 

- 10 -

Just turn it over to the boys . 

O.K. 

What else? 

Ah - that ' s about all I !mow. 

That ' s enough. 

A lot in the papers about Davis ' ~ctivities in 
London but t hat - you•ve probably seen that in 
the Times. 

Wel l isn't that all trade treaty? 

Ah - covers the known world apparently. 
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Ylell you re.member I called lolr . Hull and asked him. 

Yes, well no I don ' t- I don 't think it ' s anything 
specific in regard to our activities but it •s- ah­
ah- he ' s putting out his own publicity apparantly 
and it's rather complete . 

Yes, well if we get anything it will be all to the 
good. 

Right . 

Tell me - anything new on the Russian State Bank? 

Not a word. 

I mean - well have they - did they pas s it through? 

Ah - well there were certain technicalities you know. 

Well, yes, but I mean - ah - di1 they get off - answer 
their cable? 
They answered their cable - ah - in the affirmative 
but asked for certain information, you see? 

I see. But I mean - they gave them 24 hour service . 

T: Oh yes . 
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n. l.t .Jr: All right. 

T: All right, Henry. 

R.U.Jr: That ' s all I've got . Does Miss Chauncey want anythlnlt 
Hello -

T: Bello 

B.Jl . J r : Does Miss Chauncey want anything? 

T: I ' m just trying to find out. 

B. i.t .Jr: I s she there? 

T: No she ts 1n the other office. 

H.K.J r: Oh - oh. 

B. loi .Jr: Bello 

T: I'll ring the buzzer. 

H.M.Jr: Well 1f I want - It ll be switched through to her 
on the phone . 

T: All right . 

B . Jl . Jr : Thank you all. 

T: Goodbye. 

B.U.Jr : Goodbye. 

93 
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m!ll!IAJ!lOl! POR tal Sf&Ml'ARI: 

Athens, Greece, 
11&7 6, 19.)7. 

Sub.i ect• l!arcotic S!ugglin& - Jurooe. 

All in Atbann to-do.)', having dropped down here fro<~ Paris, via Sofia, 
t.o eee lt I can cat ObrleUdes started produclna, and to ha.,.e " quick look 
at the general a1tuat1cn. 

I found Cbrlat14es qulta w1.ll.in& (be is a Cood character) and anxicua 
t.o do aoeethina . Howner 1 clue to bia ine.xperience be wea eoenha t ott tbe 
track and needed orientina, ic that be was spending too .uch t111e trJ1n1 
to cet icto,..Uoc about narcotics IIOVin& out ot Greece to other countrlea 
olth a TfU'J bur poealhle destinatioc the On1ted States, inataacl or keep­
in& bia ere on the hall ao to narcotic a IIO'f"iD& without question to tbe 
United States, principallr bJ ateaaer direct. He was also auch in need 
or adnce as to how t.o handle infor!IIGro. I talked with one of bia two 
inror~~ers dtb ha, ohowed Cbrio how to handle p&Yli&Dt, took the in!ornr 
ort European countrr-to-countrr narcotics, put hi~ on to narcotica to 
the Oaitecl Statea, with particular attention to Aaerican Export Line and 
trup charter ateaaera, Graalc and otbera, callin& at Onited State• porta 
and lc geceral dinrted bia actlrlty into proper linea. 

CbriaUcleo and I had an lcter eatin:: talk with an alleged narcoUo 
tr<>tfict er (he claiaa be \o a b~ shot) w'- we encountered while battin& 
uound Au-a. Ha 1a one Abdul Kasaan (Jrc7ptian paaeport 19-19) and baa 
latelr baeD put on our local euepect list. He ie in bosinesa lc cocn.c­
tlon w1 th the red light district her e and c41.11a to be able to eupp~ 
OJV aao~mt ot narcotic•. Ba eara it 1e aonna to the Onited Statee bot h 
dlr&et and oTer north lurcpeac porta . (He says he bee an ottice in 
Berlin and can I\UPP17 out OYer Huburs.) lie got h1.ll started tallt1ng b7 ••ld.c8 b1a to d.Lraot ua to where " could get a pipe of basbiah. Ba 
read U, aareecl to do t.hia, and quoted the price u SO drac'-aa (SO cecta 
approldaatalr ). I told b1a I waa Aaeriau, in the boainesa, bad a aan 
in the cree at oaa ot the abipe and wanted to 'bQJ a acppl7 to put into 
lw t art . Be tt.l atarted taWnc, cla.1.11ad he could eupplJ OJV -bar at 
• piecaa• (tiloa) 011 quiet aot1aa, ato. I th1nt he 1• a hlutt and a liar, 
IP~t Cbrla aill contact b1a a&aia and 1t he loon worth while, poaei~ 
line b1a up aa an infanoar. Ia t1n4 1 t 1e Dot hard to line up a tnttiolcer 
u ac infonaer 011 eoeabod7 elaa (a o01lpet1tor ) 1 aaacwhile carryi.n& on bie 
own bosineu aa before . The tb.1ni Sa how to ..,.aluata bia intorMtiOil 
lcnorlns b1a to be a or oolc tirat acd 4at. 

There 1a uodoubtedl7 a coneiderahle carcotia traffic here ccmnacted 
with -·uJ tn1 • Tile bo7a are ~ • ...,.hat law clue to the r acect lcnoc~tt 

• 
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b7 the Greek police or tbe bi& Vout si ua 1ll1o1t raotocy, but wUl do bud­
nose when thw,y can ••• tbe aone7. 

Both Chria'tldea and tbe Coneul General, llr. Scballts, 'tell M tllat tbe 
Greek police are •1~.• In that cooneotloa , Solwlt.a teela tllat w 11114 
bettu not aupply our bUck llat to tbe looel author1Uea tor tear it rill 
not be properl7 b&Dclled aDd tbe croolta will ben access to it u betore. 

I called. on tbe llin1ator, b . • cv..p. He 1a Tel")' 1lilJ..1D& to belp. 
Both be aDd Scbants and the rest or tbe atatr bt.Ye beeft ftl")' cood to 
Chrbtidea. 

In Saloniia, the second port ot Greece, where I was atuck tor au boura 
duo to the airplane aerrtce froiD Sotia brealdnc down at that point, I loolted 
t he general 141-out OYor quleltly, found it a0111ewhat or a port, lined up a 
catoh-4&-e&tob-oan 1ntomer tor Chriatidea wben be rlsita there (thle to 
cot Cbria in tho proper cballnels quia~}. This 1ndbidDal claiae that 
narcotics are .arlDc to tbe UIU.ted Stotoa rla tbe Aaorican B:zport Line, and 
tba t .laoricana 11a1te abort nai ta tbere to line up ahi~ts ot ll&l'Cotioa. 

I aa col.Da to Iatanbu.l. (Constantinople} ~iatel71 tal:1JIC Chrietldee 
w1 th .. ( fi)'lng part way to aaTe t1Joe) • I W&Dt to eee Chriatidee b&Ye a 
obance to tl")' hie bend 1D Turlto;r also, since be apeslta tbe laDiUI&•• aDd 
not be stuck 1D Greece tor all hie ti.lle OYer bare, whiob I aa atraid ai&bt 
han happened 1t I bad not come down bare to put atoaa behind the propoai­
tion. We ran up qainat a anq 1D gettina h1a a rlaa (his father wae a 
Turk wbo bad to lean Turlto7) but • • han that ironed out now. I will aot 
be able to st&7 lone at Iatanbu.l, as I auat co back to Paria at once to 
contact AnsliDg.... Chri atldea ~ eta)' on at Istanbul. tor a couple or 
weelta to attect a ll.n ... up tbere, 1ntorwera, ate. 

At Sotia, I consulted tbe Cbarce d 1Uta1Ma (tha ll1n1st... 1a a11&7). 
The Chart' ~· tbat while opl1111 is grown in Bulcaria aDd tbare le a 
lesal export trade, tb..-e ia no saugclina prohln to tbe lhl.1ted Stawa 
because tbe national autborit laa haYe tbe aatwr under strict control. 
I hope be ia rlsbt , aa I ben other info,..tion tbet tbere a&7 be awc­
Klina. We shall •••· Tbe Cb&.r&~ also aaid that notbiDg eona out ot 
Varna or Burgae, the Black Sea porta. 

Hera ar~ ea-e tipea on Bulgarian oplua producUotU 

,.,...,... annual produotioa- - - - - - - - - - - - 8,000 to 10, 000 lt1loa 
19)6 productioa- - - - - - - - - - - - - - - - - 7, 000 • 
Stock on haDd ODd or 1936- - - - - - - - - - - - 9,000 • 
!atiA&ted 19.37 product!.-- - - - - - - - - - - - 5,000 to 7, 000 • 
(bue to raiDs) 

Cultivation in eoutbe&etern Bulgaria, known aa •bcedoni&D" opiua, 1a 
hi&b sr&de, L4 per oent aorplliM eo~>tent. or .ore. 
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Legal shi~nta ill 1936 -s,JOO ld.1oa to Knclalld and 1,300 ldloa to 

Sweden. Part ot tbe London ahipMilt& probabl7 tranaebipped to tbe 1Jaited 

States. 

There are two legal op1aa deri'ratiYa tactoriaa, both ill Sofia. Tbe7 
are tor local usa onl7. They are• 

Labor CoaPilft7 
P~iate Cooperati't'l .Uaociation 

All IOI&Ilu.facture under go•erment control. 

Beat reearda, Sir. 

T!lliiPSOI. 

P,S. Tbe S..J!r:wn countries ban strict currenCJ H&Ulationa, to pr"ent 
capital l eaY1nc tbe countq. !be¥ checli: 1011 ill wbln JOil enter 
with regard to f'uDda carried, aDd cbeck JOU out • beD JOU lea .... , 
tbe traYaler not beinc allowed to take out ~ 11ore IIOileJ tban be 

brought ill. !xcbt.n&e ot aona7 ill Bulgaria and Greece can onlJ be 

aade at tbe lational ll&nlt (not at botala, Coot• a, ate.) On laa•-
111c Bulgaria 1011 M7 brio& out onlJ J()O l.nu (about $2.40) ill 
Bulgarian curr&llCJ. On la&Yi118 Greece JOU M7 br1nc out onl7 2SO 

drac'-ae (about $2.2S) ill Great curranc7. Tha7 also check JOil 

in and out ot Iugosla't'ia. 

, 
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001n-~ 

,.£DERAL AESERV£ SANK 

OP' NEW YORK 

DATE ...... ,..,_ 

SUIUCCTI ..... Il__oan:•UIDIUrl!L _ 

I ..Uel IIJ'. hltea a& la40. I s..n..s 11ft ... e .-u .. 
I ''II • 1 I ... leltea ...Uel thd -~ u•el M 

bt &oial ott Yel'T •ellJ ~ere •• • •IIJ1at• of ':raa)le _,..ere 

at tbt -•'· 

D1-•81JIJ the sold -net .... Boltea nate4 ~· 1\ .. 

t'Qih wid•\ U..\ ~ ....... tiaboarillll .. - -· --­

lite 11001 000 a dq. I a*-4 tlbfther be .-14 ftaWH a ,. ... •• t;o 

bal•ab ... nill ~rlnteq bel4 1D '-._ tD4 be npltel -aoo,ooo,ooo 

to n.a,ooo,ooo. e (!bte ta .._. no,ooo,ooo c~o-. tr. the 11pn 

11•• onemor Iowen 1D .... ._ len a..a-.er.) .& lute propon1• 

ot tMa lal4, be " J'tt\1 ~ •-' te 1'1'.- D a. .&a M .. eld& 1.U. 

JoUce aa14 \be\ be bM pro~ ~' •n of u, p&l'\lT tor ~e 
' 

llmd, PU'tl7 tor •••'* ,_~ Bel.Jlu =• ._.. 111 a\. a-e of 1\1 

he \U.,bt, •• ~roMJa17 1-"~ te •• res, ~eel\17 1D ~,,. to-. 

I. fair -•L&a\ of ... e \o\el of 11'1' .,000,000 an-•ny J'Mtii.Yel tr. llleele 

ao tar, b84 •' u ,..-Ilea ..U _. aa )t1'll Me 'del 1e J=' • 

! hen hll4 b .. ao llbl,.u\e tr. IUela tor '- 4117• - _. \be 

laut•e ti4 .. , ,.. t;o )e ..,. kea • a•n•• a\ \be -=•· I •­

Uue4 ~' "Ut ......u,. .j ~\8--. t. ..-a 

.. .._, •• teU Ida 11ba\ we bM ... e. Be ukel tlbttber .. _. ltMII 

ha4 _.,. 111\ll •• _. ... ee\o4 ~• .. ceU pub rhly ftad .,._ 

prnty til'ftelll' .. 4eal ua. .&1\clcfther, be ....... \ll1elr ... , tlt.le 

4wU.,.a\ aa all \o ~e...., .. Ueae ... ~e 'of., ... . 

balaa ... 1e ate _. 1e \M t •' -*-' _. -.!tea a au tald tlatir 

111P' =• • .a • a,eoo,ooo 1e t.a.... I •="•-' ee ... a -. 
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OF N&W YOft:K 

DATY lin le 11ft, CE CORRESPONDENCE 

~Uio J'DIIL_ __ SULIK~-= 'I 9 I ,...., "" 

- - • L En*• 
-I-

ot col4 of ._, ..,100,000 'liT \u llritt la\1tul BIU \o tbo 

BWUI fnn 0 JI'Q'1 'lbloh la.._ ill taftl W p~ 1'1 .. 14 1\ 

t o \bo Bak of .,la4, •• •* .. - tilt lwitt JaU•al llalr 414 

•• , '" ill .... w1Ul •• Blllllr of lllala4 41J'ofto lol- ... of 

oou1o f..utu w1\h \ho V.aant• •• JI1D4 of lalho4 1\ oft u 

aDo\bor -plo of \ho awUttapotl of \ho lld.tt \o llo ... pon\i'rt. 

'l'ho lw1u laUtaal IIU ,._ \tao \o U.o ..... te pnl.r \o t--.1 

n\h prin\o Nl*1 ill ~._ WbS.Ida, of ..... ,,, 414 ..- oaeo tbe 

Bull of .,,__, 1a7 1'--.1 ill..wm•••· l..,-'holt11, \ho ld\ol' 

11&4, OD tl' .... , ..... 1•1 ill •• pan, .. ..u, .. 'h• 1w111 \ha\ 1\e 

llniOII WOI'I a\ all \tall a\ \hab U.,.lal, 

Bel\a \ha J'eferncl \o .,- Ptl'eaeal lt"tl' of Afril 101 

11117, 11h1oh 4oal\ wt\h tbo low t1Ja•111 of eonaia 10U ,. ....... 

b:r •• for ......... , ••• •• n-uac ol'f.r. Be &Qlaiao4 \he\ 

\be .. .._ ... •Un17 •• \o • cw.rU,Il\ • tilt pan of tboil' 

sa 

'bUUOil IHU• •• 1'-.atl\14 \he• w 111'1\t •• • ott1o1al 1•• 

u4 cl.a1a .. .,_, ot ...,..,,, ...... 111 liT \boil' oYII'IIilh'· I ...,U .. 

\ba' I WIINlt ~ \lit .... .,. n.r. ( .. lll .... \17, I 41 .. 11 .. Ua11 

aa"v w1\ll b, "-"httf ... •1 _, illtUa .. \o .Ut WI el&Sa, 

1 
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PARTIAL PARAPHRASI OF TELIGit.lll R:ZOIIVED 

FROll; Alllerioan !llbassy, London, England 

DlTE: llay 6 , 1937, 7 p .m. 

BO.: 369 

FOR TREASURY FROM BUTTERWORTH. 

TOday's London press g1Ye soce prominence to General 

Smuts• speech in the South African House of Assembly par­

ticularly to his statements that •people feel that unless 

there is stabilization on a gold basis - and the sooner the 

better - the position is not sate• and that Bavenga, the 

Llinister of Finance, had gone to London par13. y to discuss 

thio question and t o see wilat could be done to make the 

position safer. Last &Yening Havenga issued a statement 

(presumably after conferring with the British authoriti es) 

on the gold position in which he expressed his conviction 

that basically the outlook for the gold mining industry 

continues to be sound. 

In thi s general connection the following comment appended 

by the city editor of the DAILY TELEGRAPH, the owners of 

which are illlportant factors in the OoneenatiYe Party; may 

be of interest. 

"While Britain aay hesitate to return f oraally to the 

gold standard thie country is worunc in fact a kind of 

gold standard and it is reasonable to aesume that the price 

of the metal will remain around the present level of 7 poun4e 

per ounce. 

'lbat would U.ppea if .laerioa oeaeed to buy fore1sn-a1ae4 

8014 
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gold 1a a c ont1Dgency that bas not been OYerlooked. The 

monetary policr of this country as well a e that of France, 

is based on gold and United States policy could not be r e­

versed without causing disturbance . 

Nev ertheless the abundance of gol d from incr easing 

production t brough.out the world may ma.lte it nece ssary for 

a c 01mon policy to be pur sued by France, Britain and 

A:z<erioa. • 

With r ef erence to the suggestion in paragraph four 

of my telegram No. 331, April 16, 7 p .m., and the authori zed 

reply made t hereto - paragraph t wo of my telegram No. 3U 

of April as; 6 p.m. - it may be well to mention thet a 

d1ecueeion of 'monetary policy will form an i mportant part 

of the I~~perial C~erenoe. There will undoubtedly be br ought 

forward an 1nterprotat~on of American policr from the point 

of view of the British Treasury. Finance ll1n1etere and 

Prime llinieters of the Domini ons will be engaged 1n euoh 

discussions, ae well a s representatiYes of t he Dominion 

central banks, who are to meet informally wi th their opposite 

British members . 

BIJGIWL. 

u:Ln 
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L!lS 

~ocretary of State, 

'lashi~ton . 

GRAY 

Paris 

Dated May 7 , 1937 

Rec •d 2:05 p . m. 

592, llay 7, 5 p . m. (SECTION ONE) 

FO i T :mASURY. 

Tho fr~nc weakened in early trading on the excha.nge 

market due apparently to conflict relating to unders~and­

ing which Blum has attempted to promote between the General 

Confederation of Employer s and the General Confederation of 

Labor to extend the present collective conventions fo~ six 

months . Uo\'lever, last minute reports of improved outlook 

for agreement resulted in strengthening of French currency 

and sterlinG is now quoted at 110 .05 (after 110 . 30) and the 

dollar 22 .29 (after 22 . 32) . The exchange fund intervened 

this morninG to a slight extent but did not interfere this 

afternoon accordin6 t o our market contact . 

The security market showed zains general ly . Rentas 

closed about 85 centimes up . (END SECTION ONE) 

But.LITT 

KLP 
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RB 

Secretory of state 

'Yash!.ns ton. 

GRAY 

Par!.s 

Dated May 7, 1937 

Rec 1d 2 :10 p . m. 

592, i!ay 7, 5 P • m. (S"!CTIOI" TWO ) 

~he r et>ort of the Bank of France dated Apr!.l 29 

102 

issued today shows no change in gold hold!.ng, the co~ercial 

portfol!.o decreased by 546, 000, 000 francs , 30 day advances 

up 129, 000,000,. note c!.rculation up 1 ,900, 000,000, 1gpos1.ta 

down about l , ooa,ooo,ooo, the Treasury account decreased 

by about l , OOO,u)Q, OOO francs , ratic of gold cover decreased 

from 55. 19 to 54 . 71 per cent (END SECTIOn TWO ) 

KLP 

CSB 

BULL ITT 
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RB 

Secr etary of State 

Washington, 

GRAY 

Paris 

Dated May 7, 1937 

Rec ' d 3:04 p , m, 

592, l!ay 7 , 5 p , m, ( ~.,.CTIOJ. THR":E ) 

In the Chamber today the Government will be inter­

pella~&d on its general poli cy and particularly with 

103 

r espect to its financial and social policy, The financial 

pr ess appears to consider that Premier Blum will be con­

ciliatory 'l:ld 'Gtr.t he 1'111 urge a truce between the differer.t 

parties , \'11 th ·,;his in view the Premier has conferred during 

the last two days wi~h the General Confederation or Y.mploy~rs 

and with the General Confederation of Labor, Th.e result 

is according to official communiques that the idea or the 

truce has been accepted in princ i ple and that the collectiv~ 

agreements near expi.ration are to be renewed for six months , 

According to the official statement Labor accepted on the 

condi tion among other things that the 

social provisions of the monetary law 

compensatoi!Y 'and 
l I 

of October 1 last . will 

be prolonged, It seems that misunderstanding relating to 

these conditions was responsible tor the weakenLng of the . -
franc i n today ' s market referred to above, (Elm ~SSAGE) 

BULLI'l'T 
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!oa Seorete17 llorpat.lln 

rrc.a Dr. lvp•• 

la tM !rO&fti'J boat •rat tea., the YOl- of tra41~~& ... 

.all, prlon te~tdecl IU&IIer a4 the toae of the urat waa fiN. 

!he l0114t bon41 olo::e! l/32 to t/32 blthr on the a., u4 0.. 

otherc ~,... 2/32 to 8/32 blUer c-r•ll7. fol-• of trdi"' 

in !r•fti'J bon4e on the ucbaJICe to\aled $.Z7,000. Channteecl 

boll4• were uM• •pl to t/32 blUer tbu ;reetera.,. •ote urat 

... qa.tet and qGOteU ol\a iaprnecl tl1&btl7• .U tile cloae the 

U39 tllroup 19f.l utun u .. t;enerall:r abowecl a 1/32 piA oa tile 

a.,. !1M 1 3/la of 194.1 nre 11p 2/32. 

Dcac•Uc b01l4 prioee ta4ecl lUper b falrl;r aoU,. tro4111C 

ar11lc the t1rat hollr. l'rbctpal lntereet and acth1t7 wre In 

tile railroa4 cr-Po both bleb .at eecon4 crn4a hlllltl ebori~~& 

pine on the 417 of abov.t 1/2 ef • point. UUU\7 .at 1114utrial 

bonda ahCIWecl .all freoUoaal plu. 

to price, 
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file COYem::ua\ a-n\J' aarke\ arbC \lae pee\ WHII: aa 1\aatler 

aa4 quia\ar \laea 1a uq ..... 11: al.Aca laa\ l'al11'11AJ'7. J. &004 \oea praoo 

ftlla4 u4 \he tr-.4 waa upward ~\ \ho WHII: aa prlcaa a4ftAca4 

.all fraoUou 1B acall lo\ tra4lJIC, Jle1Ma4 waa parUeularq p04 

for Ute la\amad.iato a d llip coapoa hnoa u4 tb .. a hne1 ware 

acarc• 111 \ho -.rat. !ho 4 1/ u of 1947/ &2 a4-a4 a / &2aU, u.. 

• • of 1944/ M ZJ./S2aU, \ho a S/4e of 1946/ et. oaa polll\ aa4 ~b, 

whllo \ha other lhor\ u4 latoraaclla\o h w oa • w1 \h \ho excapUoa of 

\ho a a/ 81 of U<IIJ/ 43, whlob ware allooo\ UAdbuea4 • ..U pial ructac 

t ram 10 \o 2&/ 32acla. !he f l •• l oD£ol\ 11no1 f1allha4 \he WHII: 

? t o 13/'IWI lotp ar, I a \be •••rap, tr.....,. 'boll4a ( u.o .. aot bo 

"" oalla'bla w1\1Ua fin ,..ar1) a4-a4 19/ 32acla \o 104.2/a aa4 \he 

IYo~ Jiel4 4aoUaa4 0.07 por oea\ \o 3.84 par -t. !hlo place1 

t he •••rap price a'bov.\ 1 1/ 4 poia\1 a'bo•• \he JMr11 low raoorclM 

oa April ht. 

CNaraatH4 hnea abaAOa4 a'bout 1/2 of a polllt la the anraca 

4v.rlac the paa t WHII:. 

tr.nJT a oteo, •• 1a u.. pNT10001 we .... a, "" ••r,- qootet 

u4 \ra41a& ftl aoa\q aa a •nap• llaoh . llo_r, a flm \oae 

pre\'allacl oa all wt 011e &q aa4 \he ,.., renl\1 ware ...u cal,.. 

raacta& froa 1 \o 4/'IW. 'b7 U.. lOa& •tvHlel aa4 1o .. •• of 1 aa4 

3/33A4a '117 \be Ulort c t.ar1Uae, !he .all loa .. , liiF \ha ellon 11-

aq M ooa\rill•l \e.l \e U.. ..,._, o.f \beoe 11- tow.ft •t.ar1t7, 

• 
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JR 

Secretary of Sto.te , 

'O!ashinGton. 

272 . !Jay e, noon . 

('RAY 

London 

no.ted uay a, 1937 

Rec ' d 10:15 o. .m. 

"'Ort TR:Y.StmY FRO!: DUTTE;'!I''O:lTH • 

~he ~~nol~Jin& portion of John ~o.rt~n's speech in 

Johnunesburg nt the annual meeting of the Rand !.linea mo.y 

be of interest pnrticulo.rl y o.s l'o.rtin hns recently become 

o. director of the Bank of Engl and end hiA opinions are I 

k.1o1·1 highJ y ro~c-rded by it . 

·'The quaot1on preoccupying a ttention at present 

concerns the f'uture price of gold and the f'uture position 

of gol d in tho monetary systems of the world. They are 

questions nhich o.dm~t oi' no e·:plioit o.nswer. It being 

asked whether the Governments will continue to absorb gol~ 

in excess of their requirements to prevent the monetary 

situation frcm gettinG out of hand cs would happen 1f they 

pe~itted nn enlo.raeoent of the cash reserves of commercio.l 

bnnks to o. point where credit would be o.vo.ilable tor any 

and every pro j oot o.t the level of prices . There might 

therefore bo o. limit under the conditions now existing 

t o the CO.!:JO.Cit;:r for o.bsorption of new gold o.t rising prioo•; 

or 
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JR //272 1 Ll::-.y a, noon from London. 

or even at the p1~sent level of prices . The price of gold 

depended chiefly on the course of events in the United Stat~s 
which 

/ h:d lately been the only l arge buyer of gold. It would 

hnve been better for America and the world it it hall been 

possible t o effect the immense transfer of funds by the 

sale to .~e~ica of goods and services but this f act was 

inau~ 'ici~~tly ~ealized by America which preferred and 

welc?ned t~e in~•·ming streams of gol'\ which are now claimed 

in some quarters there to be an embarrassment . , The higher 

price of g?l d a~d other commodities lifte~ the world from 

the depre :>~icn o.nd suddenly to rever~o thai; upward movement 

would be o. calo.~lty . A revolutionary measure should not 

be needed to cope with the situation. Government authori t ~5 

could pernit a further gr adual rise of pri ces to a level at 

which the existing gold holdings could be uti lized for 

monetary purposes without the present scale of redundancy. 

The lesson uhich might also be drawn from the difficulties 
(much?) 

of recent years wns that must larger gold reserves than ever 

before were needed agnjnst international movements of capital . 

Hot all i nfluxes of foreign capital could or need be 

,ermitted to enl arge the cash bases for the domestic credit 

system 
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system . Confidence in non metallic. currencies depended on 

confidence in tho Governments that created them or 

authorized their creation end that confidence was not 

a lways forthctming . The problem was n world problem beyond 

tho determination of South Africa alone . It was fortunate 

that at this juncture there should be assembled in London 

the frimc t inisters and lending representatives of the 

Dom1rlon~ ~nd c~lonies ~f tho Empire--so vitally concerned 

with the posit1on of gold . There 11as thus !>!'forded 

almost everything for the fullest consultation under 

conditions r1hc:·e all relevant ft\ct e c.nd ;endencies could 

be properly a!l~essed . It might be, let us hope it IYOUld 

be, that with the w1C.ost cooperntit-n c. 1'urther errective 

c.pproach might be m~e towards a form of stabilization on 

109 

c gold s tandard, the 1'ull realization of which would relio~e 

and solve . so mony acute economic problems that now beset 

the world. There might be changes in the situation but W•' 

in South :.trio:>. l!iUSt talte the longer view end meet "ithout 

alarm such d1.fficulties as undoubtedly lie ahead" . 

In connection with the susaestion thot this ond 

kindred monetary problems will be considered at the 

~perial Conference it is perhaps noteworthy that no 

mention bas cs yet been mode of the desirability or the 

Dominions holding on tbeir own behalf larger stocks of 

gold thus ccsinG correspondingly tho position of t he 

Uni ted 
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Uni t ed States olthough the recent report of the B. I . s . 

shows that the sterling resources of nine members of tbe 

otorling nrec nmounted at the end of February l~st to 

300, 000, 000 pounds an increase of some 50, 000 1 000 on the 

corresponding dnte of the preceding year. Incidental ly 

t~doy • s STATIST nfter ollowing for members of the sterling 

group 11hich nppenr in the ch:trt given in the B. I . s . report 

compuces t:ut thJ holcllngs of short :erm sterling assets 

by oversens b~s and currency authorities are well in 

exce ss of four hundred million pounds . 

Today' s cl3J.ring banks statemer.t. ir.C:ic ates that 

during ,.pt·:.l t~s:r incroo.sed their do )OBits more than in 

the some ~nth of either 1935 or 1935 . The Banks hove 

used the ndditionnl deposits mainly for increosing advances 

which are u~ by pounds ;3 million in the month and they 

neve reduced both their bill and their i nvestment portfol' ~, 

while incr'?asing the qash r osePVc and still mor e the cnll 
• 

money tund. The cash r e serve is still considerably nonrer 

I the conve~t~oncl 10 per cent minimum thnn a year ngo . Total 

b~nk deposits aro now more than pounds 2 , 250, 000,000 . 

BINOHAU 

CSB 
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GRAY 

PARIS 

Dated May a, 1937 

Rec 1 d , 12 noon 

Secretary of State 

Washington, D, C, 

602, May a, 3pm , (SECTION ONE) . 

FOR TRF..ASURY , 

s xcha:1'>e l<ranaactiona between b'lnks this morning were 

on a &mall sc&le, Sterling closed at 109 , 95 (after 109 , 75 ) 

and dollars at 22. 27 (after 22, 25) , 

Critl:!sM jf the Government made in the Chamber 

yesterday as co~cerns financial and cconc~tc policies 

resembl ed close.ly that already (#) t·rom time to time in 

the lower house since the beginning of tl:e year , 

Replying to his critics Premier Blum belittled recent 

manifestations "of alann and preoccupation about the 

financial situation of the country and that of the exchange 

fund" and instated that t¥ position was stable and that 

calm tributes continue reign, The social conflicts 

predicted had not materialized, neither had the state 

became bankrupt and the paying offices of the Treasury 

would continue to function . He recognized, however, that 

"the Treasury problem remained serious" but not worae 

than preced~ng governments had had to face . He assured 

the Chamber that the exchange fund remained "in a perfect 

position 
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position to observe and direct tho market" . 

Referring to the tripartite monetary arrangement 
(wh1le?) 

"he thought it necessary to indicate that which 

remaining strictly and ent irely faithful to the 

prinuiple of monetary liberty embodied in the arrange­

ment we assume the right and shall take it upon ourselves 

if necossary to oppose certain calculated misuse of 

liberty". 

IVWC 
CSB 

(#) ApparE'nt Ndsslon. 

BlLLITT 
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Secretary of State 

Washington, D. C. 

I 

GRAY 

PARIS 

Dated May 8 , 1937 

Rec ' d , 12 :10pm. 

602, May 8, 3pln , (SECTION TWO), 

The Premier insisted that indicat ions of a resumption 

of econor.t!.c act.1 v1 ty were definite and incontestable but 

perhaps not saffic1ontly ample or decisive as to force a 

f1naucial recovery , It was true also, he said "that the 

Treasury c'id ::<'t yet enjoy affluence" and that the renewal 

of Treaslll'Y OJ' monetary d1t'ficultiel1 natn1·ally reta1•ded 

recovery. Furll;ermore, public opinl.on remained sensitivn 

and for all these reasons the Government continued to 

believe that "the pause was necessary" . The GoveriDilent 

would continue to oppose any now reform projects which 

would tend to add to the burdens of private economy or of 

public finance, It would not make sny more long term loan 

issues during the rest of the year apart from the balance 

ot the National defense loan authorized . 

The Premi er alao announced that in order to obtain 

additional resources the Government may ask the Chamber 

before the end of the ordinary session of Parliament to 

•uthorize the increaee of certain taxes and tariff rates 

With the view as concerns the latter or combating dumping . 

In 

113 

• 

• 
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In any cnae, he said, a project or ~aw would be l aid before 

t he Chamber i n a rew days relating to tull customs powers 

required by the Government , 

The debate was resumed in the Chamber thi s morniDQ 

and it appears to be a foregone conclusion that the 

Government will receive a vote of confidence before the 

end of the day . 

KLP 
OSB 

(END •)F MrS SAG~) , 

'·' . 'l f 11t·~ 

Bl.i"LLI'l'T 
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RLP GRJ.Y 

Pc.r1o 

DatEd ilcy 10, 1937. 

J Eo' d . 1:05 ~.m . 

SEorttar~· of StatE, 

e:os, :roy 10, noon. (SEct ion onE) . 

r.no .• coc:n:JT . 
HtfE~·tnc£ DEpcrtme:nt ' o 136 , :.pril 21, noon; nnd 

191, / .pr;,.l 29, 3 p . m. I re:turntd S:~ turday night from 

GEnEva n~:: rt :;: a ttEndEd uncccompani ~d no ouboti tutE f or 

REubEn Cl:-.rk t/.J.E OEVEn ho.l f do.y DEcoiono or thE CommittEE 

on Inttrnn tiono.l Loo.n Contro.oto nh1ch ntrE hEld tram 

,..Edntodo.y morning until So.turdo.,; noon. Tllt dtltgat.:c ntrE . 
TErmEulEn for thE NEthtrlondo, oho.1rmtm; lli tmtyEr o.nd 

Fo.chl.l'E for Grtat Brito.1n; BaodEvo.nt and llortnu- l!ErEt for 

Franc£; Jo.notn for BElgiULl; Golo.y tor Srr:ltzErlnnd ; 

Bo.ronolci for Po1o.nd; :toopiDil !'or Cze:oho . TumEdEi of 

I tnl y rrno o.boEnt . Vi ochEr von Plo.nto. r1o.o pre:otnt aD 

obotrv e:r f or thE Inte:rnnti onnl Inotitutt of RomE tor thE 

Unit~.o~t1on of Pri vo.t£ Lnn. 

!!;• t mtttil)30 n ErE otricUJ privatE o.rd no publicity 

1o b£1113 ::;ivtn to tnt oubjEctc diooUDoEd. ThErE no.o n 

otudy 
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605 from Paris - May 10, noon (sEction onE) 

atudy ?f docUillEnto and an ExcllangE of viEwG on vo.rioua 

topics. Tbf: talks CEntErEd principally (End sEction ontt) 

BULLITT 

'1 :C: CSB 
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ddm 

Secretary of State 

""nshi~ton 

GRAY 

PARIS 

Dated l!ay 10, 1937 

Rec 1 d 1 p .m. 

6051 r.:ay 10, noon (S~::TION T"."O) 

• 

about : ( 1 ) machinery for settling disputes of a l~al char­

acter • ith ;;art:!.cular reference to (a) the inclusion of an 

arbitrntion cla\·~e in loan contracts, c.nd (b) t he setting up 

of an international lonna tribunal; (2) the question of law 

to be ~.pplied a:-~c\ ~he desirability of l.ndico.ting definitely 

in the lo:::n cc.nl.!•ect what this law is to be; (3) the posit ion 

of trustee ~nd the feasibility of either suppressing such 

position or t;iving another n.eme to the "stnke holder" and 

defining his functions and responsibilities clearly i n the 

loan contr act , and (4) representation of bondholders , 

No decisions were taken and no documents signed . Various 

members were assigned topics to be studied and developed 

before the ne;:t meeti ng. At that time the remainder of the 

points on t he ngendn o.lso will be taken up. These include 

(l) type s of contracts, (2) concordance of various loan 

documents, (3} relation between the free exchanGe of capital 

and that of goods, (4) gold clause, (5) option of exchange 

and of 
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Page 2 f rom Par1.a Bo 605 (section two) 

and of place, {6) pledges , (7) questions of priority, (8) 

transfer difficult ies, (9) risks generally not covered 

1n loan contracts , o.nd (lO) examination by creditors of 

financ ial situati on of debtor state (end section two) 

BULL ITT 

KLP C~ '3 

... .. ,. 

~ .......... .. I 
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Ll.lS 

Secretary of State , 

l ashington. 

GRAY 

Paris 

Dated !Jay 10 , 1937 

Reo 1d 2:42 p . m. 

605, r:ay 10, noon . (SECTION THREE) 

119 

I t nas agreed to eliminate from the agenda t~o topics 

~h1ch the Lea~e Secretariat had inserted, namely (1) possi­

bility of modifyinG contract duriD<~ I ·~riod of loan and (2) 

index for capacity of payment . 

!lr . Clarl: ' s letter to Feis of f.J ·ril 2€ was rece i ved 

and the text thereof circulated . In accor dance with the 

suggestion in the f inal paragraph thereof there ~as added 

to the aaenda the t opic of responsibility of paying agents 

and iaauin~ houses . 

The next meeting of the Loan Conmdt~ee will be held 

immediately before or a fte r the next session of the Finance 

Committee of the League which it likely to convene in 

September 0r December of thlS year but the date had not yet 
'I 

been fi:teed. 
I shail make full report by mall as soon as the minutes 

of the meeting are received which will perhaps involve a 

delay of ~ne neek. 

BULL ITT 
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IJ.!S 

Secretary o~ State, 

•lashin...,ton . 

GRAY 

Paris 

Dated l!ay 10, 1937 

Rec 1 d 3:50 p , m. 

609, Ill":! 10, 5 p . m. (SECTIOI· ONE) 

v.lOJ: OOCHRAII • 

The Gover nMent 's financ1nl nn~ economic policy was 

subjected to severe reproof when th~ debate was resumed on 

Saturday morning . Deputy Colomb obse.rved that budgetary 

oquilibri\un which was no" apparently being sought would be 

impossible in vie" of burden imposed by new SCICial laws , 

~eferring t c Blun's reference to the tripartite monetary 

agreement on Pr1day Colomb asked t o be adv~sed what sort 

12o 

of exchan,:;e control was envisaged and wondered what 

" subtlety" the Premier would use "in getting around" the 

tripartite a~reement of September last . This deputy prs­

d1oted that t he monetary problem would eve ntually overwhelm 

the admin1atration. 

The ruvst tellinG ana objective criticism came from 

Paul Reynaud \7ho J:lercilessly expoaed the weak spots in 

tho f inancial and economic situation . Notably Reynaud 

1 f " " foroetully denounced the po ic y o pause • Insisting 

that 
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that the country needed action he proposed t o prove that 

French econo:.l)' was in regression whereas the Netherlands 

and Switzerland which had devalued at the same time as 

France were on the way to prosperity. For inntanoe the 

121 

{Sold reserves of the !letherlands had doubled and the ton­

nage of merchandise transported in Switzerland had increased 

3~. ::.s an example of credit conditions 3'S, govermnent 

bonds i.n the J;c. thorlands and Switzerland were around p ar. 

On the other hand 4~ bonds in France were around 70 . 

BULL ITT 

CSB 

• 
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LliS 

Secretary of State, 

Wasbinr;ton . 

OnAY 

Paris 

Dated Hay 10, 1937 

Reo 'd 4:05 p . m. 

609, liB:' 10, 5 p . m. (SECTION T"/0) 

More serious, ~owever, in the views of Reynaud was 

the fut ure t o •.7hich the present policy of "pause" was lead­

ins France . lie ad vi sed tho :.twnber that .from ~larch to 

April orders had decr eased in tho !lle tallurgic trade by 

t~tenty per oont and tltirty otl r cent in t extiles because 

French prices had become so high that the French market 

llBS invaded by .foreign merchandiSe . 

122 

France, te held, had bu1lt u~ its social edifice on 

sand and tha t explained its collapse . Devaluation had 

failed because French prices ha~ exceeded world prices and 

also because it !lad not resulted in the repatriation of 

capital . An increase of cust oms duties would still further 

hamper international trade and it \7as only an excuse to 

say that the increase was directed against dump1bg~ 

Reynaud showed considerable curiosity about the inten­

tions of Blum regar ding the tripartite monetary agreement 

and monetary regulations and recalled the Premier ' s promise 

not 
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not to inst~tute exchange control . Replyinn t o Reynaud ' s 

questioning about what he envisaged doing Blum replied 

textuall y that ''it concerned nothing more than what was 

practiced daily in England" , Reynaud observed that if it 

were a ques t ion of nothins more than the correction of sur­

face movements of the curr ency that the control practiced 

in England and in France Blum would agree that his state­

ment of F.ridar 11 \'las someYihat obscured" . The Premier 

answered that "he was delie!.~ 11cl to Ci.iss~pate the obscurity" . 

BULL ITT 

csa 

123 
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Secretary of State , 

\'lashin3ton . 

• 

CRAY 

Paris 

Dated ltay 10, 1937 

Reo ' d 2:21p . m. 

609, ?;a'J 10, 5 p . m. (SECTION THREE) 

Reynaud "ent on to explain his understanding t.hat the 

objection c f ~le different exchan3e funds was to suppress or 

level sliGht surface movements of exchange and not to go 

deeper and act as an instruction directed against any sort 

of spect>.lf'.ti.n . To this observation !Hum insisted that the 

role of the di~ferent funds was t~ combat certain svPeulativ~ 

movements and added that 1n this respect the government fh:~ 

at its disposal the exchange fund as well as the Bank of 

France" . Reynaud thanked Blum f or making it clear he did 

not have e;:cho.nr,e control in mi nd. 

The reason "hY capital did not return to Fr ance in the 

vien of Reyna\\d was because of social 1nstnbility here and 

because Prenc:, prices were very nuch higher than foreign 

prices . In spite of this the Government had announced i t s 

intention c·f increasinc; tar iffs . He recalled his estimate 

ot December lnst that the Government woul d have to bor row 

40, ooo, ooo, ooo f rancs during 1937 and predict ed that i t 

would 
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LI.!S 2- No . 6091 t-lay 10, 5 p . m. , Sec . 3, t'rom Paris . 

would need to borrow so,ooo,ooo, ooo next year . In his opinion 

it would be useless to attempt to bridge the gap through an 

increase of taxation . He was convinced that t.he desired 

resul t could not be attained unleso the ensembie of the 

Government ' s policy was changed , 

CSB 

,.. 

I 

. / 
" ,, 

BULL ITT 

e~ • I ...... 
.. I 
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L'lS 

Socretar; of State, 

···ashington . 

GRAY 

Paris 

Dated May 10, 1937 

Rec'd 2 : 52 p , m, 

6091 l!ay 10, 5 p , m, (SECTION FOUR) 

the rest ot the debate did not offer any particular 

i nte re s t :frc:..1 tt>e financial point c.f: view and arter a signif­

icant :1arniu:; by Campinchi (the PreSJ.dent of the <::hllJ:lber 

group of .radica1s of tho Government majority) that his party 

would conbe.t t:1e closed shop demandod by the Gene:el ConteC' ­

eration of Labor and that the delay in the completion of tho 

Paris ex~c:.sitic n was a national hum1liation, the Government 

rece1ved a confidence vote of 380 t o 199 . 

Paria exchanae market quiet today, Soviets buying ster­

ling ; market t\nderatands . they want 2, 500, 000 pounds today, 

Forward fr~1c more bid . Rentes down 1. 30 to 1 .80 trano3 , 

?urrency shares deolininc heavily. Observers skepti cal over 

lon~ te~ 7rench outlook and perturbed by London and Baael 

d1acussions of Gold ques t ion . (lrntl IJESSAOE) 

BULL ITT 

CSB 
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l:! . lol . Jr : 

Operu t or: 

1! . d. Jr: 

George 
ilaas: 

H. >i .Jr: 

H: 

a: 
B. III .Jr: 

li : 

d .U.Jr: 

ti : 

d . Jl . Jr: 

H: 

H. loi . Jr: 

H: 

d . al . Jr : 

1:! : 

1:! . \I .Jr: 

H: 

Hello . 

ldr . Haas . Go ahead . 

Hello . 

Hello , Mr . Secretary . 

Hello, George . 

How are you today? 

Fine . 

That ' s gooa . 

ll.ay 10, 1937 
ll: 30 A. lol . 

George, I wish that you and Seltzer would make a 
study t his week •• • 

Yes 

127 

.•• of tne sources of funds ·Rllich will be available 
in June to invest in our - in our Governments, see? 

Sources of funds . 

I mean - ana - and - ~h - dependi.ng upon the so.urce, 
what kind of a piece of paper will they be interested 
in. 
You mean t hese Government trust funds around? 

Well , I mean insurance companies, the banks - I mean 
what effect ~as the fact they cut down the excess 
reserves, I mean, had on the banks? Will they be 
able to sub- ••.•• 

Oh 

• •• subscribe as freely. 

Yes, I get •.••. 
Nhat about insurance companies , what about corporatea? 

Un-buh . 
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ll: 

H.M. Jr : 

1:! : 

ii . J.Jr: 

il : 

H.'LJr: 

H: 

H.oJ.Jr: 

c H: 

i:! . il. Jr: 

H: 

a. J.Jr: 

d : 

d . :.I . Jr: 

H: 

B. :.I .Jr: 

8: 

B.M. Jr: 

H: 

B • .l .Jr: 

( 

-2-

~n - whht ~bout the banks t hemselves? 

I n other ~ords , the question of our analysis of 
our bond market. 

'.'I ell , our customers . 

Yes , that's right . 
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I mean - ah - who are our customers today as Kgains t 
three months ago •••• 

Or six -

••• or one oonth ago, and- and bow mucb money have 
tney got ? • 
Yes . And what type of instruments you can sell to 
thee~ ••• 

Yes 

.•• they ' d like . 

See? 

Uh-huh . I get it . 
And if necessary, I- I 'd have no obJection to Se~tzer 
going up to Neif York if 1t1d do any good . 

~ ine . 

but I -I - I - put tht t down; I want that a week 
from today. 

A week from today. 

Yes 

Fine . 

::O ee? 

I ' 11 have 1 t. 

But - do you get the idea? 
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H. 'J . Jr : 

H: 

li . J.Jr: 

H: 

ii . • . Jr : 

H: 

H. 'd. Jr : 

H: 

H.M. Jr: 

II : 

:! . J.Jr: 

H: 

H. J. Jr : 

H: 

H.M. Jr: 

il : 
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Yes, 1 get 1t no1v; I dian •t at first . I get it . 

No, I me~;n - I mehn how much money is there ava ilable 
t o go into Governments , a nd what kind of Governments 
will they buy? 

Yes 

See? 

And who are the big institutions inTolved. 

Yes 

Uti-huh . 

I •d t hink in a week you c ould do t hat. 

hh- we may not be able to do a s good a job' as you 1d 
l ike, but we certainly can have something i n a week. 

ilell, let ' s ha ve sometnlng a week from today 1\nd we 
can take a look ~tit and .• • • 

Yes, sir . 

But I !!lean I - I Ntmted t o .teep a t this no.v right 
tnrougn the month. 

Jo ine . Fine . oiell , we ' ll have something llonday f or • 
you. 

Ana let me see a preliminary next Yonaay . 

Fine . 

lnank you, George . 

You're welcome . 
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H. J .Jr: 

Oper a t or: 

H . ..!.Jr: 

J:.ccles : 

d . ..t.Jr: 

t.. : 

E.: 

H ··• · Jr: 

1>: 

H.lA.Jr: 

E: 

H. I.I . Jr: 

E: 

H. ;( . Jr : 

):,; 

H.J.!.Jr : 

1:,: 

d.:.I.Jr: 

E: 

t!ello? 

l.h11ir man hccle s . 

Uello? 

Mello? 

t!ello , Marriner? 

llay U , 19)7 
11:5) A.M. 

Go ahead . 

Good morning, Henry, how are you? 

Oh, I•m fine . 

Ttu, t' s good; ciia you he ve a nice r est? 

The best I•ve aad in months . 

flell, that ' s - you - you needed it. • Yes, I did, and - all - I took a suitcase full of 
reports home and didn' t read e darn one . 

(Laughs) Well , that ' s a good recommendation. 

Yes ; well, it' s the fir s t quiet week we 've had in 
I don't know - in month - well, in months . 

Well , it seemed to go a l ong pretty well. I stuck 
a round here all week - well, up ' til - I went up 
to New York Thur~day, met with the Board up there, 
and then was also there Friday and met with some 
of those bankers. 

Yes 

'!'bought I' d go up and talk to them a bout the bill 
market and get a first-hand picture, so .. • • 

Well , the - tole tone seems better, aoesn ' t it? 

Oh yes . Yes, it ' s -the whole - the whole - the 
whole market is entirely different. 

And - ah .. . 

Entirely dtrferent picture than it was - and - there -
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H.;A . Jr : 

}; : 

IJ.If. Jr: 
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H. ti . Jr : 
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ri . o! . Jr: 

H. !A .Jr: 

E: 

t! . :.t .Jr: 

l:. : 

H. L! . Jt' : 

l:. : 
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I 1 d like to have a - a clu. t with you, though •. • 

Well , we •re going to get together tomorrow . 

Well , t nat will be fine . I' ll - 1' ll bring Ransom . 

,'/ell, I don 1 t - I - I can ' t - I wouldn't normally 
say - it happens to be my birthday tomorrow and I'm 
going home to have lunch with my wife . 

Oh yes . 

"'o I 1 d like t o call up - I wonder ed if - 1f - nh -
you could make it in the morning . 

Sure , lH'.Y time . 

Cell, there's just one other a ppointment ano I may 
cal l you a little l a ter; I'll find out wha t tioe 
su11:s you. 

Oh well , l e t •s - I was just going to s ay, I 1 vc got 
a r egular Bourd on - on Tuesday; i f the a fternoon 
would suit you jus t &.s .vell - 1t' it does- - if it 
doesn ' t, I ' ll pass the .... 

No, I ' ll tell you r ight now, 1f you want to make it 
toe afternoon, would >: 15 be t<ll r ight? 

ihat would be fine . 

Vlhat? 

If that would s uit you jus t &S well, it would suit me 
better; then I wouldn ' t have t o pass up the Board 
meeting . 

No, entirely . And - an - let ' s say 3: 15 tomorrow . 

) : 15 . 

Yes 

Al! r ight . 

You bring -you say you ' ll bring .. .. 

Well - lin • • • 
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H.11.Jr : 

E: 

B.!! .J r : 

E: 

H. ll . J r : 

F: 

B.U.Jr : 

E: 

H. Ll.Jr : 

E: 

H. ll ,Jr l 

F: 

P2 
- 3 -

Bring anybody you want, 

Yes , 

I ' ll just have Taylor here . 

Yes. Now on - ah - I - I ' d like t o get the Executive 
Commit tee of the Open Market - ah - ah - down to - ah -
about Wednesday and have it - a - a meeting so that 
we can di scuss the - the Treasury shifting from your 
nine months bills to a shorter bill . I mean I think 
t hat we shoul d r eall y give a little thought and di s­
cussi on to that - ,,,,,,, 

Yes . 

- ,,,,,.,not necessarily' to apply next week but - but 
looking - l ooking ahead a little . 

\'/ell I 1d be glad to di scuss it but I - what I thought 
about i s this . Ah - frankly I ' d like to be able t o 
run it through until the 15th of June and then change . 

Yes. 

But - ah - I 1m open to argument but that ' s the way I 
feel and I 111 tell you why. I think the less - if you 
and I could keep from making any moves,which are dif fer ent 
from what we•re doing , from now until we get through our 
financing - in other words not t o get 1n the papers - I 
think it would be helpful, 

Yes . 

Now if I change from nine to six - why - see? 

Well I think ••• ••• 

Now what I bad in mind - this i s just between the two 
of us but I don ' t want to di scuss it with your whole 
group. If I could get enought money in J une then I 1 d 
like to discontinue the nine months entirely for a while 
and then when I s t art up again we ' l l start up with a 
six. 

Yes . 
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H.M.Jr: 

E: 

E: 

H . ..l . J r : 
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You see, and cut down the bills . 

Well what I' d like to do i s to - well I can do that 
t omorrow. I ' d- I 1 d like to tell you • • •••• • •• 

Do you get the idea? 
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Yes - I - I get the picture but the diff iculty With 
your money market is they just - from what I can find 
out in dicussing this matter - they just want shorter 
bills . 

ilell I - I - I' ll s it dovm and di scuss it. I 1ll be 
mor e than pleased to but I hope that we don ' t have to 
make any changes •••••• • 

E: Yes . 

H.M.Jr: ••• •• you see? Ah - just t he way I - I hope that you 
people are going to keep your portfolio the same until 
the first of June. 

F: well you mean not decrease it. 

H. •A . J r : Not decrease it . 

L : The - ah - the - ah - (laughs) well we may have to 
increase it. 

H.M.Jr : Well no, I meant not to decrease it. 

1:. : Yes, well the - the - the - the - ah - I - I'm sure 
that there would be no arbitl'ary decrease in the 
portfoli o . The only thought that has been expressed 
by the Committee was that - ah - that if - ah - certain 
particular issues were strong and there were none 

available, which sometimes is the case and you let a 
few of them run off, that - ah - we might go over a call 
period for - With a few milli on and always be ready to 
go back into the bill market With those funds . 

H. '~ . Jr : Ah-ha . 

1:; : The idea being that we wouldn' t in anY way change 
policy; no reversal of policy but merely a question 
of - of - ofa - of a shifting maybe of a few million 
dollars back and forth •• ••• • 

H. U.J r: Yes. 
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E: •• ••• so that t hey would get away from the idea of a 
fixed amount now that we have changed f r om the 430 
million, you see? 

a .u.Jr : Well I still believe what I said for three years -
the thing should move up and dovm as the market 
requires it. 

E: Of course, Itm rather of the opinion that - ah - as 
you go into June - into the financing and the tax 
period there's - there ' s huge shifts, of course, of 
funds . 

R. ll .J r: 

E: 

H. !J.Jr: 

H.M.J1• : 

l•ell now lolarriner if you want your group - if they 
want to meet with me Y/ednesday - do you want to set 
a time now? 

Yes I- ah - well what would- what would ••••• .• 

Well we usually meet Wednesday at 11. 

All right , that will be fine . 

Yes . 

Will that suit you? 
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E: All right, I ' ll put down a meeting of the Executive 
Committee for Wednesday at 11 and I think at least it 
1vould be well 1nasmu,~J),.,as we haven' t - the Committee 
hasn't had a spec1~aw for severAl weeks. 

R.U.J r : 

E: 

H.!.I.Jr: 

E: 

H.M.Jr : 

E: 

Well we meet at 11 here and tben you come over tomorrow 
a t 3 :15. 

That's right. 

At ta boy. 

All right. 

Thank you. 

Good eye. 
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B.:J.Jr: 

0: 

H. !A. Jr: 

0 : 

H.II. Jr: 

0 : 

B.loi .Jr : 

Hello 

ara,. 10, 1937. 
11:58 a . m. 

Your speaking engagement with Ur . Helvering is on 
Wednesday at 2 o'clock. 

Well I ' ll fix that up. 1 1m not going to have any 
engagement . 1'11 t alk to them in the morning ; I 
won' t talk to them in the afternoon. 

Oh. 

Tell llr. Magill's Secretary that he should talk to 
me about that. 

All right, I will. 

That Magill should t alk to me. I won't go over 
there Wednesday. 

0: I see . All right• 
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a .M.J r : 

o: 

Hello 

Mr . Irey. Go ahead . 

a .u .J r: Hello 

Irey: Hello Yr. ~orgenthau . 

H.U.J r : Hello Elmer. 

I: How are you this morning? 

H. ll . J r: Fine . 

I: Good. 

Kay 10, 1937. 
12: 03 p .m. 

H.M.Jr: Elmer - on that - ah - that Cleveland situati on -
anything new? 

I: No nothing since that report that I told you of . 

H.M.Jr: Yes but you were going to see whether that woman 
reported that $5, 000. 

I: Ah - ab - the trouble was thi s. I tried t o - I was 
over in New York llonday nnd Tuesday and when I got 
back Chris Wack~ bad to go up to Boston because of 
the serious illness of his son. Be bas pneumonia. 

H. li . J r: Oh. 
I: And I expected him back to-day and I get a letter 

from him saying he ' ll be in tomorrow so I haven' t 
even had a chance to t alk t o him about it. 

B. U.J r : Well will you hit it hard t omorrow. 
I : All right, I've got to go to Chicago t his afternoon 

on that - there ' s an emergency come up - I was just 
talking to McReynolds about it - on that Yell owley 
matter and I think i t ' s necessary for me to be out 
there tomorrow. 

B. U.J r: Who you? 

13S 
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H.Y.Jr : 

I : 

H. !.I.Jr: 
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H. li .Jr: 

I : 

B. M.Jr : 

I: 

H.V..Jr : 

I : 

H. IA.Jr: 

I : 

H.Y.Jr: 
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But not Chris Mack. 

No, myself. 

Well tell Kack to write this thing up and as soon as 
he ' s ready let Mrs. Klotz know and • ••• •• • 

I ' ll do that . 

See? 

I 'll get ahold of Chris Mack by 1 phone to-day and 
see that you get something tomorrow from him on 
tha t . 

Yes, because - ah - ah- I mean I don ' t want the 
Senator to call up and say, "I went to come down and 
see you", and then I not be reedy. 

No, I fully expected to be ready but this emergency 
coming up kept me from it. 

Tell me - this woman ' s father supposedly bought a 
house for her? 

Well they bought a house in 1935 and - that is 
Mr . and Urs . - ah - Mr. and Mrs and they made a 
payment on it Vlhich is - the shows he 
advanced . It was about $2200. And then he cla~ms 
he' s - he's advanced other monies to them but there 
were no other payments made on the house . 

Yes . 
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Now he - he claimed that he had advanced her a total 
of $4900 . end that this stock was in return for that -
those advances he had made . 

Yes. 
Now the stock was worth $90 . That ' s what it cost him 
in the first place so i f she discharged indebtedness 
of $4900. with $90. worth of stock the difference between 
the two is profit to her •• •• • •• • 

I see . 
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I : •• ••• • and that was the thought that I had 1n saying 
that we probably had an income tax angle for 1936 
there. 

1!. \I . Jr : 

I : 

a . r.~ . Jr : 

I : 

R. ' . Jr : 

I : 

ILM.Jr: 

I: 

a . li. Jr : 

I : 

H,Y' Jr: 

~ : 

H. loi . Jr : 

I : 

H.!.I. J r: 

I : 

H.!J. Jr: 

I : 

Has she made her r eturn ? 

Yes she ' s made a return except Mack has possession 
of that •••. .• •.. 

Oh. 
•••• and I hoped befor e this- and, of course, she 
doesn ' t show any such profit as tha t. !low m:y theory 
may not be right. It may be that this man has said 
something to Kack thAt I don't know about which -which 
hur t s that t heory and that 1 s what I hopdl. to know before 
I t al k with you. 

Now one thing between us, I'd like you to think 
about and I tm not mentioning i t to anybody else but 
you . ... . ... · 

Yes • 

••• •• because they're your people. 

Yes. 

I have never been sold 10~ on MacQuillan. 

Yes . 
Uot that I have any doubts of his integrity •••••• • 

Yes • 

•••. • but as to his aggressiveness. 

Yes . 

See? 

Uh-hub. 
I 've never felt that with all that's going on in New 
York that he ' s the kind of fellow that goes out on his 
own and digs up stuff. 
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U.M. J r : 

I : 

" . L' . Jr : 

I : 

R. l.l . Jr : 

I : 

ti .M. Jr : 

I : 

tt . ' .Jr : 

I : 

q. ?J. J r : 

I : 
\ 

ll . ti .Jr : 
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Is that a fair statement? 

I - I don ' t think it is end I'd like to talk ~~th 
you about it sometime . 
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I wish you would because I - I• m under that impression. 

Yes, well I believe that I can disabuse your mind of 
that because I've kept so closely in touch wi tb that 
situation I think I know the situation. 

Well I just felt that - that - that he isn't a 
go-getter and that there is so much pay dirt that 
he doesn ' t produce . 

Yes. 

now if I'm wrong I •C. like to be told. 

Well if you don ' t mind waiting until we can get 
together I •d like awfully well to talk to you about it . 

Irey, I •m not mentioning it to anybody but you. 

Well I a ppreciate that . 

He ' s your man and I'll give you a cbance first . 

All right, fine . 

And - ah - t hat ' s that . 

Ah-ba . 

O.K. 

IL All right, thank you. Goodbye . 
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llay 10, 1937 . 
2 : 20 p. m. 

t4o 

H. JA .. Tr : Hello 

o: Mr. Helvering . 

!I. I!.Jr: Hello 

Helvering : Bello . 

H. !{ •• Tr: Guy . 

H: Yes . 

S,. ll .Jr: 

H: 

H. M •• Tr: 

I haven ' t quite got this s trai ght. When am I supposed 
to speak before your men? 

Ab - Wednesday at 2 o' clock. 

Ob could you make it Wednesday morning? V/Ul they 
be here ? 

!1 : No they- they won ' t be in Wednesday mor ning . That i s , 
they're coming i n Wednesday morning . 

H. IJ.Jr : 

!1 : 

B . ~' .Jr : 

a: 

H.!.I.Jr : 

H: 

K.M.Jr : 

H: 

H.M.Jr : 

H: 

Oh, well will they be here Thursday? 

Yes , they' ll be here Thursday . 

Will they be meeting together or not? 

Well no, we•ve got them assigned f or various 
committees on • • ...... 

Oh, I can' t do it Wednesday afternoon. See we had 
it down here for - ab - ab - well anyway I - I can't -
I promised to do somet hing \~th llrs . Uorgenthau. 
She wants me to go out and look at a school for Joan. 

Yes . 
And I promised her Wednesday afternoon. 

I see . 
And they' ve made all the arrangements. It ' s out of 
~ - to go and look at this school, you see? 

I see . 
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H.U. J r : She's been a.fter me for a month to do it and I 
promised to do it Wednesday. 

8 : Well I wonder 1f we could - 1f - ah ••••• ••• 

fi . !I, J r : I can do it Thursday - anytime Thursday. 

R: Ah-ha. Well supposing we arrange to call them all 
together then Thursday. 

R.W.Jr: Well would that upset your plan? 

H: Well it isn' t quite according to t he program but 
t hen we ••.•••• 

H. l.! .Jr : Well did you want to have them together the first 
thing - ab - ah - I - the only thing I've got on 
Thursday is a Press Conference at 10: 30. 

H: Ah-ha . 

B.U.J r: Now I could come at 10 or I could come at 11 . 

H: I see. 

H. U.Jr : Or I mean I can come at anytime - ah - the Press is 
for 10:30 to 10: 45. Now I can come before that or 
after that , 

H: Yes, well let me •• •••••• 

!l .W.Jr : 

8: 

And- and don't be polite if •••••.• 

Well the only •.•••• • 
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H.U.Jr: ••••• • -if- I mean- if you' d rather go ahead with 
your program Wednesday afternoon I mean I won't feel 
the least bit slighted, see? 

H: 

H.M.Jr: 

H: 

H.U.Jr : 

Well we ' d pretty near have to do that , Mr . Secretary. 

Wednesday afternoon. 

Yes . 
Well llhy don't you go ahead without me then, you ' ll 
hnelllagill. 
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H: Yes, but I had you down for an• Address of We1come . 

f! . " .Jr : Nope. 

f! ; (Laughs) 

H. r• . Jr : You wou1dn 1 t - you couldn ' t get them together for a 
few minutes Thursday morning? 

H: Why yes, I think we can arrange that al1 right . 

H. •t . Jr : Well I mean if you could get them together I could 
go - do they meet as early as 9? no . 

H: Olell we •ve got a . .. .... 

H.U.Jr: 

!l : 

H. LI . .. Tr : 

R: 

H. IJ. J r : 

H: 

!l .M .. Tr : 

Banquet? 

Got a Committee •••••••• 

Think i t over and give me a ring , 1'1111 you? 

Yes , I ' 1l - I ' ll t r y to arrange tha t someway. 

All right . 

Goodbye . 

Thank you. 
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itllTING RE IGOE CHARGES May 10, 1937 
2 : 50 P . !.l . 

?resent: 

Olipnant: 

rl . J .Jr: 

Oliphant: 

I! .J .Jr: 

Oliphant: 

H.:J.Jr: 

Oliphant: 

H. r.t .Jr: 

Oliphant: 

H.ll.Jr: 

Oliphant: 

Ur . Oliphant 
l.!r . Gaston 
l.lr . !lclleynolds 
llr . Irey 

t{eenan called me ..• 

Yes 

•• • Thursday afternoon, saying that ••• 

Excuse me, aid you invite the people to come who 
ere coming? 

No, t hey IYer e invited •••• 

nho else were they? Gaston •• • 

Gaston •.• 

•• • and McReynolds . (On phone) Tell Mr . Gaston and 
Mr . McReynolds we nave started. Thanks . 

Go ahead now. 

..•• saying that ne was very much disturbed by another 
letter he had Just had from Igoe, and that he 'd Just 
been talking to lgoe on the telephone, stating that -
in substance, t hat somebody in the Treasury had violated 
the criminal statute by giving out to the newspapers 
what some fellow paid on nis taxes - disclosed it -
and secondly - disclosing what some fellow had paid, 
a gambler; and second, that obviously these three 
letters which Igoe had sent down, containing bis 
charges, in confidence to the Treasury, had been 
turnea over to suborainotes out in Chicago and sub­
ordinates out in Chicago had disclosed tha contents 
of tnem to newspapermen; and he enclosed the article 
in the Evening American which he claimed represented 
a disclosure of that confidence and t hat information. 
l!e said he talked to Igoe and that .• •• 

I don't hear very well . 

He'd t alked to Igoe on the t elephone as soon as he 
got there and t hat was Igoe•s view of the matter, aDd 

Regraded Uclassified



c 

tl . ll. Jr: 

Oliphant: 

H. !.I .Jr: 

Oliphant : 

1-!...l. Jr: 

Oliphant: 

B.M. Jr: 

144 
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tnat •s what he said in the letter in substance. 

I told Keenan I had difficulty believing that anybody 
in connection with t he Treasury had given out vnything 
to any newspapermen, but that I ' d look into it. And 
he asked me in particular that this letter, which 
he would send over to me, be treated highly confiden­
tial and I tolo him that it would be so treated and 
I woula discuss it only with the immediate heads of 
tile l.Jepar t ment . 

Now, the 4uestion is the appropriate reply to make. 
I 1 ve got here, as I see it - I might say this: I think 
t ha t the best way to oandle this - ~e • re dealing with 
a very dangerous man, who ' s already put one run over 
on us in the Yellowley contempt thing . 

Has he? 

Yes, he has . 

Huh? 

He has, and ne told Forrest •••• 

Who 's Forrest? 

My attorney whom I sent out to investigate tne legal 
aspects of it . • .•. that this didn' t- this contempt 
thing d1an 1 t extena merely to Yellowley and Baker, 
but it included an Assistant Secretary of the Treasury 
who was in town and kne~ about the meeting before it 
was aeld and who woulo have .been there if they could 
have gotten him on the telephone. And now I suspect 
he • s got another smart one in this, because he does 
make the serious charge that somebody in the Treasury 
has violated the section of the criminal code about 
giving out peoples • t ax returns. 

That bei ng so, it seems to me that the best answer t o 
make i s the formal one, the for mal offici al one, ao 
that i f, f or example, Igoe would become Senator and 
the whole thing is dr agged out, the official recorda 
are per fectly straight. 

(Gaston, MeR . and I rey are in) 

Well now, what are the ! act s? I mean could anybod7 
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!:l . l.I .Jr: 

Oliphant: 

rt . (.I . Jr : 

Oliphant: 

1:1 • .11. Jr: 

Oliphant: 

H.A. Jr: 

Oliphant: 

Irey: 

Oliphant: 

Irey : 

Oliphant: 
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in Chicago have gotten hold of it to give it to 
tne American? 
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Well, the American story does contain a statement 
as to the amount one Johnson paid in a particular 
year . Now, we don 't know wha t tha t year was. It 
may have been a year when tha t information was 
availabl e . And we don•t know where the information 
was obta ined; it may have been obtained from the 
taxpayer ' s own books, it might have been obta ined 
fro~ stat e or l oca l officials who have access to 
those green sheets, or it may have been given out 
by a Treasury man . 

•tna t the f act i s doe sn ' t concern me so much as this 
letter from I goe which contains tbe charge. It 
reads ..•• 

May I see it? 

First paragraph . 

(Secretary r ead s photostat copy of letter) 

Well, I still - I mean ! still have to - it don ' t 
spar k unless it is a f ac t t ha t this infor mation 
which you fell ows had di d get to Chicago . Does 
anyboay know •••• 

uoes anybody what? 

Does anybody know whether the information which lgoe 
g~ve you fellows got to Chicago? 

I don't know. 

Vlhat? 

I don't know. 

What information is that? 

The information in the three letters be sent. 

That Igoe sent here? 

Yes. 
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\\ell , portions of it got to Chicago, because we 
asked t hem f or explanati ons of the different things. 
So f ar as the I ntelligence Unit i s concerned, tha t 
got to !.Iedden, b acause I called Madden and asked 
for an explanat ion, and told him what those para­
graphs were . 

//ell , there is some particular a r ticle which t bey 
are referring t o •••• 

•• which I've just sent for . 

•.. which they s ay t oe writer could only have gotten 
it from loladden or - ah - .tito was the other fellow? 

Campbell • 

• . • Campbell, because Campbell and lladden are r riends 
of this part icular writer, whoever he is. 

Char ley Blake . 

l'fho? 

Charley Blake. 

(Oliphant obtains newspaper article) 

There is only one par agraph in this story that might 
be taken t o indicate t ha t the man who wrote it knew 
about the l etters that Igoe wrote, a nd that is on t he 
second page, the paraer aph marked in ink; it simply 
says Igoe d id •Trite a letter to t he Justice Def art­
ment complaining about Treasury officials . He l , . 
as a matter of f ac t , t ha t fact wa s printed i n Chi cago 
newspaper s at the time, ~ couple weeks - several weeks 
ago, at the time Igoe .tas down here . 

So really there is nothing at all to tie 1t up to a 
knowledge of what was in thll t file. 

No . 

No . 

Nothing at all. 

Nothing at all in this story to indicate lmoorledge 
of wha t was i n tbat file or letters from Igoe . 
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•••• that wasn ' t, as a matt~r of record, public 
information. 

Who 's Louie Skidmore? 

147 

.!ell, there is the r eal meat in the cocoanut; tha t's 
what Igoe ' s excited about . Irey •s men have got a 
case against Skidmore end hi s associa tes and tbey 
are close political friends of the Mayor .•• 

Runs right in t her e . 

..... and of 
of' the case 
belief t hat 
under Igoe. 

Igoe; and they are delaying prosecuti on 
because of the fear - because of the 
they can't get any effective prosecution 
Isn' t tha t right? 

I don 't know whetner they nave completed investigation 
to the point where it can be prosecuted anyhow. 

But they are very much afr aid of what will happen 
when it gets over to !goe . 

Yes . 

And tha t is what has exc ited I goe with reference to 
Skidmore. 

ooell now, !tlr. Olipha nt ha s e letter for me to sign? 

~e bad a draft of a paragraph answering the firs t 
cbarge . 

Yes. 

"It is not necessarily apparent that the information 
concerning t axes paid by .Mr. Johnson was secured rrom 
some agent of tne Treasury Department, since in some 
years copies of tax returns have been available to 
local and state officials, and it is also possible 
that the information could have been secured from 
records of the t axpayer himself . However, the 
Treasury should of course and will proceed to ascer ­
tain whether unauthorized disclosure of information 
nas been made by Treasury officials or employees, and 
appropri ate action will be taken if this should be 
found to be true.• 
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Well , tnat 1 s all right, i sn' t it? 19 it written, 
ready for me to sign? 

No , it i sn• t . 

That isn ' t • •• ~11 Oliphant has is a copy of a 
letter written by Igoe t o a n Assistant Attorney 
General , wbich has been given to Oliphant in con­
fidence by this Assistant Attorney General, and 
there is no - no formal submission has been made to 
the Treasury at all on it. I don ' t think any formal 
a nswer should be made to Justice under those cir cum­
stances . I would suggest - suggested to Berman this 
morning that if ne wantea to &ive an i nformal state­
ment airect!y t o Keenan under the same circumstances 
tnat Keenan gave him a copy of the letter, I saw no 
particular objection t o that being done; but I didn' t 
think ~e ought t o r ecognize that kind of stuff by 
a formal reply anyhow . 

~l'he thing the. t burns me up i s to see a fellow who • •. • 
Our boys have nothing to hide on this; they ' re not 
trying to pr otect anybody and t ney 're trying to do 
their duty, and all they ' re getti ng out of it is 
persecut ion from the Justice representative . And 
the J ustice people are obviously interested in things 
that are not - actions that are not proper ; and wl~ 
we should consider ourselves on the defensive con­
stantly by the machinations of Igoe, I don•t ~now . 

rlell, li'e haven ' t been on the defensive . ::e• ve sent 
Eo. lot of stuff over - clippings and stuff wh1ch lYe 
thought he released. 

Hhat I am trying to keep ~ eye on, Mr . Secretary, 
is tue recor d . I agree with- I feel about Igoe 
Jus t the way Mac does, but I s ay this letter, 
unexpl ained five years, three years from now, is • ••• • 

Well , three months from now . And I a l so - I ~ffer 
a little bit from Mao , and no Assistant United 
St ates Attorney General can come over informally or 
forma lly and give Mr. Oliphant something of this 
kind, and it must - we should take f ormal recognition 
of it; t hat' s the Nhole t hing . Now •••• 

That's it . As I said at lunch, my worry is t ha t I 
am responsible and • • • • 

Uake formal r ecognition of i t and t hen run this 
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down, just the way we say . And I t hink we should 
t aKe I me&n I think this fellow is a very smart 
fellow and I think up to now he ' s been a little 
smarter than we have . 

I•m sure of it, &nd my hunch is- just a guess on 
it - my hunch is that he will take tna t befor e the 
grana jury, he ' ll illlve a grand jury i nvest i gation 
of tllr.t disclosure . 

llell , I don't agree with you on that. Now, the .,,. 

I ' ve eot a tnree o ' clock press conference, so just 
finisa- you (Oliphant) . 

\'/ell now, the second half of thnt letter - wnet ' s 
your t hought about that - as to whetner or not this 
information, those confidenti al letters were dis­
closed . 

\'/ell, we ' ve got - you say we ' re going to investigote 
it; I ' d nave the thing investigated. I'd ask - he 
mokes the statement that two people communicated 
this information; I think the thing to do is get a 
statement from these people that they didn ' t . 

Cover it in the same way as we do the other part . 

Yes . That they didn' t communicate this r eport. 

-Fine . 

I started to say th~t tne real meat in the cocoenut 
of th1s t bing - I believe Igoe himself h£s Given out 
inforoation . !•ow, he and this fellow Charley Blake, 
who writes this st~ry, have been very close friends 
for years and associ a ted almost constantly up to the 
time the American changed hands, and then they turned 
on him and used the information which he gave them . 

><11 I can s ay - I think Mr. Oliphant' s position - we 
s hould ta~e formal recognition of this letter, answer 
it formally, ond ask these two men a):lout this, make 
them give a s1vorn statement whether t hey d id or didn' t 
communicate any of t his stuff, see? 

Well, I' m going t o Chicago tonight; I' ll make the 
investigation togor r ow if you want t hat done . 
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Well , I think - I suppose - better nandle it 
personally. 

1 think so . 

Let me ask you o question; wha t a re you (Irey) going 
to Chicago for? 

I• m going to meet Harold Graves and discuss the ques­
tion of the answer I was talking to you (Oliphant) 
about on the Yellowley case • 

. veil , let' s be sure we ' re all thinking alike. 
forres t, you remember - l s ent Forrest out there, 
an a ttorney, with Harold t o look into t he thidg, and 
he is now in ~ office working on the affi davit - t he 
answer and the ~ffioavit . Now - some difficulty 
about operating the two inner circles on that t hing 
here and there . 

Well , that isn't •••. 

I •m not going to do anything independently, of 
course , but I did want to have a confer ence with 
Harold Graves on it. 

Well, I suggest t ha t McReynolds and Irey and Oliphant 
go beck t o Oliphant ' s office and see where we're at. 
I don ' t know anything about your going out to Chicago . 
I ' ve told Oliphant t ha t be ' s assumed this responsibil­
ity; it ' s a thankless task . 

Yes, disgusting. 

And I don 1 t think tba t anybody should be shooting 
out to Chicago without conferring with him. The 
r eason he ' s takinc it is because it's a matter be­
t ween the Treasury and the Department of Justice. 

Vlell, the Court - the District Court . 

~o I think you two fellows better go back and sit 
down with Oliphant and find out why you're going out 
tnere. 

AU right. 

Good . 

• 
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I mean I agree enti.rely with Oliphant. 

Jus t to be sure we ' re all clicking toget her. 

I certa i nly don 1 t want to "mess" in on the thing . 

And I think that- well, I don ' t know what Harold 
is doing out t here either . 

Well , he ' s stopping over t here tomorrow morning on 
his way bac>t from the Coast . 

You two men better go doNn and sit with Oliphant a nd 
be sure that everyboey is doing the same thing . I 
mean Oliphant is - it ' s nis responsibility . 

Well , I ' ve been handling it . 

You've accepted it . 

Yes , I ' ve been nandling it. 

Well, you better e<jl back t here . We may r un into a 
jam, o s I s ay . It s the kind of thing - no q uestion 
t ha t we 're right, ~ut r ight now it woulo b e a wful 
ha r d to e xpl a in it . 

r 
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~L1ING RE GOLD, FI NANCING llay 10, 19.37 
3: .30 P. ll . 

?resent: 

rlaas : 

I! . U. Jr: 

l!r. Bell 
Mr. Lochhead 
Mr. Haas 
!Ar . White 
!Ar . Gaston 
Dr. Viner 

)low, George, t he question of my going up on the 
Hill to talA on gold a nd silver. ".mat have you 
fellows prepared for me? 

Well, ner e 1 s what Ne did . We s a t down and oiscussed 
for near l y two hours tha t day you called about i t -
Wayne Taylor and Herry and myself. ,;e thought prob­
~ bly toe best procedure would be somewhat like thi s : 
we asked ourselves a good many questions whi ch we 
t hought would be asked you vnd then attempted to 
answer t hem . And cs we thr ew the questi ons into the 
hopper, Harry wa s writing them down, and we 've got 
some of t nem; we s tated the ques t ion and wor ked out 
answers for some of them, but haven't all of t hem . 
i>nd we had the thought that we might s emi nar t hat 
way and ask t his question and wor k out an answer; 
Harry can have a stated answer; ha sn ' t got a sta t ed 
answer t o all of the:n yet. ~. e asked s o many ques­
tions, we covered - we • el t tba t once you f. ot up 
t here t ney might cov~r the whole monet ary f iel d 
end also ques t i ons on silver - I mean not only gold, 
but silver . 

Now, Harry has got some of them, so we could start 
ar.d go for an extended perioo with what ,he has alr eady 
wor ked out; but we haven ' t completed t he Job. 

'ilell , l et me - I ' m Just trying t o orient myself 
without tryi ng to rush myself too much today. Let 
me just put it t his way . I d idn1 t think much a bout 
it, but I thought a l i ttle about it . It1 s perfectly 
surprising how rus ty a f ellow gets . Now, for instance, 
q uestions about total number of ounces of gold mined 
each year in the world, our proportion; same for 
silver; questions of how much are gold a nd silver 
s tocks increasing, how much we have been d r arlng on 
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other central banks and how ~uch is newly mined, 
whether other central banks are increasing . Have 
you got all that stuff? 

Yle anticipated all that stuff . 

I me&n I ' m absolutely rusty. 

You ought to have a little book with side tabs 
showing sta tistics - an index . 

/le ' ll fix it up. 

153 

I mean that ~ind of stuff, if you sent to me - I mean 
just those questi ons ; I mean I' d •... 

uobody could be expected to handle those. 

But I' d l~e to go up t here and have them. 

You' ll have all pertinent da t a and it will be in 
most convenient form. 

Well, perfectly frank w.Lth you, I ' m jus t rusty on it . 

We all are wnen we get Dway from it. 

What? 

I say we all are when we get away f roo it. 

Now - I mean I' ll talk &t it and s ay I 1 d like to have 
you show Dr . Viner .thile ne ' s nere what you've got, see? 
And t hen, what I'd like to do is, when you fellows are 
ready - we can't do it t omorrow night, maybe Wednesday ; 
let me see how we •re fixed Wednesday . 

~ould you take it in more than one dose? This is 
quite a lot. 

Ob yes. I haven ' t any invitati on yet . 

This would be very good even if you never get an 
in vi t o tion. 

dere •s the trouble; this ls the way the thing pilea 
up. bleven o ' clock is the Open Market Committee 
meeting - Executive . 
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Vlednesday? 

"ednesday at eleven o ' clock . Now, what they want to 
t alk a bout is - seem to be worried a little bit about 
the nine months bills. •lell , you 're going to have 
your financing figures , aren ' t you (Bel l)? 

Yes , sir . 

You naven' t got tnem D0\'1 1 have you? 

Yes, s ir, I 1 ve got the~ just about r eady . 

I meen could you, 11h1le t his group is here - c ould 
you ;; e t tnem? 

Yes, sir . 

All r ignt . ;1ant to use my phone to •••. 

I•ll get them. 

I c ould have a memorandum t o you on that too. 

I mean all I ' m tryine to do - I ' m still in a philo­
sophical frame of mind - I 1 m trying to orient myself . 
But l have no invitation t o go on the Hill yet, end 
so - and tney wa i tea t.vo "eeks for Eccles, I 1 m sure 
ttley ' 11 •11a 1 t a wee It for me if I asK tnem to . And 
now, i n that tning, for instance, does gold - does 
that also t ake in tile ,,uestion of the movement of 
capital? 

.. e •ll cover golu, silver , capital movements , monetary 
policy; we•ll cover it from A to Z and in the kind of 
f orm tha t 1111 be most convenient ana most acceptable; 
aon't nave to worry about that . Jus t give us some 
time . The more you c an post pone it, the better . 

I can' t give you time t oday . I would like t o do 1t 
while Viner is here . Now, tomorrow afternoon I •ve 
got t he Chinese coming in at three and Eccles a t 
) :15, s o it' s .•• Let ' s put it when you ere reedy 
let me know. I•m not go~ng to rush you too much . 

Nell, the l onger time you can give us, the better . 

lie (Viner) could work with us, you see, even t hough • •• • 
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But I think - now let me give you this thought · I 
mean I• m thinking out loud . Out of t his might'come 
a publ ic address , because •• . Now, Archie was up in 
New York and I have talked to a few people r ecently . 
Certainly the thinking in this count ry on this whole 
question is .•• • 

Confused . 

r abci a tal~ Nith • . .. 

uell, I mean they Just don ' t knON what it ' s all 
ebout, ar4 I tninx we can be blamed for it partly 
because Ne naven't talkeo it. 

Strout of the Christian Science Monitor said tnat -
I had a t&~ nith nim - he sai a, "Nhy uoesn ' t the 
'lreasury - why doesn ' t the Secretary s ay something? 
•'lhy doesn• t the Tret< sury get out some sort of a 
statement th&t would c lear up the confusion that 
there i s about this whole situati on?" 

Well , I ' m just tninkins out loud nere and I j ust •.• 
You know ho.? selaom I ever speak . I haven ' t spoken -
well , since tta.t October in New York . And I Just 
wonder if tnis comes out whether possibly out of this 
thing might not come what our policy is . 

o'le nave pertly - mostly prepared a statement of tnu t 
kind, but we were holdillG it up in any c~se because 
I think it is - I tnink it is extremely important, 
or rather, very desireble that you go before this 
Committee; nope they do ask you; be a great oppor­
tunity. 

Of course, you don' t want to forget for a minute­
they say it's an ~xecutlve session, but you cen 1 t go 
up on the Hill end keep anything in an executive 
session. I mean I' d ratner have it an open sessi on 
almost r ather than h1>ve the executive session, becau se 
if you ' re going to talk on this subject - you give it 
to a few people and then it becomes a whispering 
campaign. 

I went to s ay this . I ' ve been away for over a 'Neek 
and I never felt more oamrortable on this whole gold 
business; I •m not worried about the gold busi ness a t 
all . I mean for the balance of this year - I mean it 
doesn't - the t ning - I 1m not worried ~bout i t. And 
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no one ' s given me a ~ood reason to get worried about 
it . 

We could ask the Cotruni ttee t o make public the transcript 

I s ay I•m not worried, a nd I ' m not, about t he gold 
situation or about going on the Hill, but 1 just want 
to refresh my memory . 

There are so many topics covered here that we ' ve got 
to play for time . 

All right . And I ' m not pressing t he i dea that - t o 
make a public address either , but I Just throw out 
t he suggestion. 

Yes, you 1d know more about it aft er •••• 

But I would like t o use Dr . Viner's services on t hi s 
thing. 

We'd like to have him to ask a few of these questions 
t o . 

Well, I don' t tnink there is any - I 1d like - jus t 
like to go a r ound the various •.•• ~an, let' s see 
wha t you've got on financing . 

Well, tnis picture contemplates t ne issuance - contin­
uance and issuance of Treasury bills up to and 
including June 2 wnich make a total of 35J million 
dollars maturing ar ound September . 

Just a second - June 2 i s a .. ednesday . 

That ' s right . 

You• re thinking in t er ms of financing Monday the 
seventh. 

Yes, th~nking of fi nancing in t erms of Monday tne 
seventh. 

MondaY.'s the seventh. 

'Iha t' s right . 

And if you go through June 2 it gives us •• •• 
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•• • 350 million dollars ma turing in the neighborhood 
of June 15 - I mean September 15 . 

Yes . 

And it contempla tes 150 million dollar s of gold in 
May, of which you get about 90 up to the 15th, a nd 
I understand from Harry and Archie tha t there are 
no co~tments beyond t he 15th; looks as though we 
might or op off some then, so we might expect a little 
balance on tha t 150 . That would give us a balance 
a t t he end of Way of 271 million, and on the second 
you bave 50 million coming in, Which will offset your 
expenditures the first s ix or seven days of t he month . 
You may lose hnother 50 million in that first seven 
or eight days, so tnut your balance might go down as 
low as 250 down to 225 . dut t hen your income t axes 
begin to come in about the eighth or ninth heavY 
enough t o meet your expenditures, and of course we ' ll 
h~ve financing on the 15th. 

I contemplate tha t you ought to have about 750 million 
dollars fina ncing and 1f you have that much tho t will 
give you a balance of 831 million going out of June, 
w!th a hundr ed million dollars for gold . 

uoes tnGt t ake cure of sinking fund? 

No , sir . 

Bow you going to t aKe care of t ha t? 

ne won't t ake care of it . 

Ar en't you obliged t o by st~tute? 

No, sir; it i s cumula tive &nd in the discretion of 
the Secretary, so it con be spent next year or the 
following year just as well . 

Have you ever held it over tha t way? 

Oh yes we 've got about 740 million dollars cumulative 
on the' books tnat ,,e hoven ' t used in prior years; we• 11 
nave over a billion a t the end of this June. 

Going into July wHh 831 million - now, I contemplate 
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that you ought t o start a t the end of July with 
Treasury bill s for December, and that would permit 
you to go into August with 706 million. 

That's one issue of Treasury bills in July? 

Of 50 million. 

Just one issue? 

One issue, yes, sir . That ' s the end of t he month, 
and going into August ~ith 706 million dollars in 
your balance, you ' d have 200 million dollars of 
additional Treasury bills in August for December, 
and that ' s all . I contemplate for December Just 
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250 million dollars . So tha t you ' d go into September 
wi th a little increase in balance - 741 million. 

How much you going to throw into December 15? 

250 million . 

250 million maturing ln December . 

~hen you 'd have financing i n September of about 
500 million dollars . 

A maturity? 

You'll have a maturity of 817 million wnich you 
would r oll over , except possibly 25 or JO million 
dollars of it, and you 'd have 350 million dollars 
of Treasury bills maturing, so your f ive hundred 
million would really take up J80 million dollars 
of m~turing deb t in cash . But you•re only asking 
for about 120 million dollars of new money. 

When you get to the end or October, you ought to 
begin to borrow for March in or der to offset the 
heavy income t axes . I f i gure that you ought to have 
about JOO million dollars muturing in March, but in 
December your balances would be such, with your bill 
financi ng, that you ' d only need to borrow 250 milli on 
dollars, and you would hove 250 million dollar s 
maturing in Treasury bills . That would Just about 
offset it. 
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Now, I might say that tha t contemplat es 150 million 
dollars in gold in Way, l vO million in June, 75 million 
in July, a nd 60 million dollars a month f or the rest 
of the time . It ' s just impossible to e stimote it . 

Oh yes, can' t esti n1ate it at a ll. 

I just can 1 t arrive at any estimates . 

•·ell, Dan, tne only place in that . . .. I ' ve had 
my first bond house man ln . c . F . Childs 1vas in, 
ana be says it's going to be a cinch, tnis next 
financing, ~<nd he seys there ' s just oodles of money 
around . 7:ell, th&t 1 s ttle f i rst 01an I've tal.ced to; 
I oion't do any t alking . But my onn feeling was 
that in June, ir there NilS oodles of money aroWld, 
I ~&s going to push it pretty bard and take all tne 
traffic could bear this time, because what I'd like 
to do - let you fellows be thinking about it - is to 
stop the nine montns ' &!together f or a while . 

?/ell, I 1 d think about that too, stopping tue nine 
months' . 

You 1d think about it? 

Yes • 

. ."ell, I• m just throwing it out - the i dea of being 
in good times - wnen good financing times come, 
which i s about three t i mes out of four, I 1d let my 
bills run off so that we ' d have that reserve borrow­
ing power in case somebody else does - throws a 
monkey wrencn into tne machine. I mean I'm just 
throwing that out . ·:le ' re - that ' s a better picture 
than I thought it would be . 

I don ' t ttlink it ' s bad . 

I •ve had my nerve with me, t hough, about tnese 
ba l ances running down. 

'J:hat' s right, but don ' t get excited 1vhen t hey go 
down around 250 . 

Ob no but I ' ve taken a big chance and I've done it 
f or j~t one reason, to help out the Federal Meserve; 
I don 't think they apprecia te i t, but ••••• 
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I think it has nelped out too, because when we 
s tarted in tnis picture of tight money around the 
latter part of Murch, we had JOO mi llion dollars 
in balances , and we have put about 225 million 
dollars of those balances in the market . 

'lha t increases their •• • 

••• reserves . 

1heir reserves. Thbt ' s wha t what's-his-name wanted 
to knon . 

How did you put theo in the market? (fuat do you 
mean? 

By s pending - Tr~asury spending . 

But I .... 

lie drew them out of the market in the payment of 
income taxes a nd Treasury financing . Now we le t 
them all go back ln a nd we •re operating on a ~uch 
lower balance than we did before . Vle •re oper ating 
on· a ?5 to a hundred million dollar bal ance . 

In rederal Reserve bonks? 

Yes , sir. • • • whereas before it was up to 200 or 
JOO million . 

I think it's wor~ed out all r ignt . 

I don' t understand why Harris doesn't get those 
damn bills . 

Vlell, thbt ' s a much better picture t han I hoped 
for . 

(Harris comes in) 

Got it, Harris? 

Jus t this s econd got it . 

Good or bad? 

Little better . 
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Now, this is New York only? 

Yes , New York only . 

128-day bills, . 509. 

And last t ime? 

-546 . And t nen the country , . 531 . 

Of course, you ~d a week's difference there . 

Now, 273 .... 

You' ve got 145 million. This week, .725, last 
weeA, . 151 . And . 738 in the countr y . 

Very good . 

Very nice . Thank you. ~end me out to the house 
t he final , will you? 

All right, sir. 

(Harris goes out) 

No, I t hink ... You Know, Jake, one of the things 
I •ve been telling Harry White- just a hunch-

161 

I didn' t make it in the form of a pr ophecy - was 
tha t I t hink it is perfectly possible to see gold 
move out of t his country . I haven ' t got that fo r 
yet that I ' m gotng to make it as a pr ophecy, but, 
as one man put it very cleverly, jus t as soon as 
"t he ugly bead of peace" r aised its bead in £urope, 
why , stocKs began t o !all in this country . 

tiut what you (Bell) tell me there - can I have that? 
You ( reporter) put that in my diary, will you? 
(Estimate of ~ash Position, May - December, 1937, 
a ttached t o this transcript) 

I notice the last letter indicated the British 
start~d selling stocks the latter part of April . 

The latter part of April they were selling, that •s · 
right. 

'lhey needed cash - settlement dey for Kay 6. 

That wouldn 1 t make individuals sell . He• s t alking 
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bbout selling individu~l holdings . 

Oh yes it would . 

I 'm tal king about the British pictur e . 

He just means British investors wer e selling in this 
mLrket &nd needed ca sh to bolster their position 
over in the London market. 

! hey sold their own as well; they weren ' t selling 
Americ&n Ls against English s ecurities . 

out tne important thing is, as far &s you can 
tell - you check me - is they have kept their 
money here . They haven ' t t aken i t away . 

The grea t bulk,wos left over here when t ney sold . 

And some more has come here since . 

Some small portions have been taken beck, but on 
balance it was left over her e . 

But tne other thing - I don ' t know whether this 
ha s come up since you •ve (Viner) been here - you 
~now, we 've been t alking about gold with the 
Russians. uia you Know t hat? 

No. 

Let me tell you about it . I tnink it i s terribly 
interesting . Two or three weeks ago I had ~umonsky 
a t my house. iie ta l .tcd about gold, and you might 
be interested . Be said it was a historic occasion. 
Mrs. Klotz could give it to you. 

de saia t hat? 

Oh yes . Be ssid wlw t we were t alKing about - he 
said, "I don't know whether the Secretary realizes , 
but we were making hi~tory." He said, •I consider 
the message I brought a his toric message ." 

tlow, what he brought back was that - the result -
they thought the tripartite agreement was a good 
tning and they were in sympa t hy with it, end fur­
thermore that .... See, wbot I told him was t hey 
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had just as much interest in keeping gold 
valuuble t o the world as we did. Now they admit 
tnat, and they stopped sending their gold here, 
and they have appl i ed to the Federal Reserve in 
New York at my suggestion •.• 

uell , why h:.ve they got as much interest? 

Producing it . 

153 

But if they can' t sell it, they lose their interest. 

.~ait a minute. . • • • open an account here in the 
Federal Reserve of !lew York with us, do business 
with us direct; sending a financial aaviser here. 
"nd tttey have agreed, in order to open up an 
acco~t, tney ~re going to make the first statement 
tney have ever made - the Russian State BanA -
public statement. 

Say how much gold they are producing? 

They ' ll have to do it as a condition. 

Have they agreed as to ony rate at which they will 
retain or ship gold? 

.7e haven't got that f a r yet. But I mean we have 
covered the whole field, Lnd here supposedly is the 
second biggest producer in toe world of gold - is 
taking the posi tion that •Yes, we •re interested 
and we want to cooperate with the United States . • 

Hell , that may b e one way of getti ng a t the problem. 
Perhaps next you ought to approach the South Afri-
cans . 

Rell, as a matter of fact, Jake, that ' s the way we 
did the silver thing . 

Yes 
llhat did we uo with silver? We first went t o tbe 
biggest producer of silver, which was Mexico; then 
we went to Canada; qnd we worked it out t hat way. 
Now •••• 

There is a vital Jifference. You were tne buyer 
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of silver, nhereas t here are a lot of buyers of 
gold . 

{/ell, I don ' t know - I don't think tb.ere are now . 

Anyway, tne nusslans lnid great stress on 1 t, and 
one of the tnings I .vent to do when the President 
gets bac~ is as~ nim .vnetner ne ' d be willing to 
let ce henale tn~ Russia n debt thing, which is not 
very uifficul t, >· ncl see if we can't get thto t thing 
s traightened out . nnd they Lre ta~ing a very inter­
esting a ttituae . iaeir a ttitude tha t t hey are taking 
is taa t tney a re ~ world force for peace . 

••ell, tempor ari ly I think they nre . 

J. ,leir lnteres ts lie in peace r igut now. 

ht the moment . 

And the ~hlef of Meva l Intelligence said - and he is 
partly responsible for my interest - I don ' t know 
whether I•ve ever said this before - that they 
consider that nussia and ourselves have the same 
common enemies . That ' s the way he put it. 

The Navy is wonderful, isn't it - the terms in which 
t hey talk. 

Well, you think tha t tning through . What? Huh? 

It's all right . 

It•s all - I mean this ide~ of sitting back here, 
and here you ' ve got two ambassadors, first Bullitt 
end then Davies, and neither of them have made any 
headway a nd neither of them know whet ' s going on; 
I think it ' s worth exploring . 

And then this Brazilia n thing that we 've got on • ••• 

Will be tell you, by the wey, how much gold they have? 

Ja.ke, I didn' t go thut far. Who ' s read my notes? 

I have . 

I didn't go tbat far . 
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i:ell , I would SI>Y in the notes you asked them f or 
informa tion. 

!SS 

Because you oughtn' t to operate with them blind . 
!n otht~ r words, eve1·ywhOI"e else you can - you have 
information on . ..• 

I d idn' t go tb~t far . 

You ~ere just in th~ formetive stage in that . 

I nan only had one convurs~>tion and one answer, 
whicn ceoe ~ithin a wee~, too he s aid that in 
itself •. . . hnO Ne didn't know - at least, I didn ' t­
tna t this fello.~ Oumanslcy for six years was the 
priv&te secretary of Stalin, and then after that 
for six years was Under Secretary of State . I didn 't 
l<now toat . So that ne •s no s louch . What? 

No . 

~ didn ' t t ell you what Gene Duffield said . ue saio , 
nrf I were the Sec retary of t he Treasury, I would 
be dealing with Russin ." He sai d , " l suppose he is , 
isn ' t he?" 

(Hearty laughter) 

!/ell now, the otncr thing - t his is the tning which 
the President h£d in South Amer i ca . His tnoucnt is -
sometillle, I don ' t .tnow - after tne - sometillle ouring 
toe Russien-fr~nch - one of these cany wars - he went 
back into history, ana france made a loan to Russia 
of m~~ey basea on gold , but keeping toe gold in 
l''rance . Something in that and .... 

t.nglisn aio that during tne war wi tn tne ~·rencb. 

Well, but 6l ong about u nundreo years ago, tnis was . 
And what they are suggesting, if I have it right, 
is that Ne make s l oan to Br azil aga i nst gold, but 
Keeping the gold here . And - but they consider 
tha t gold part of thelr monet< rY stock, but the gold 
remains here . 

.l:.ar:narked . 

Better to say we •re selling thee gold, but the gold 
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is kept nere as colloterol; tnen the gold isn't 
ours , but it ' s supposea to be theirs . 

Ex~ctly the sume kind of transaction took place 
about f i ve yeat·s ago - something that I handled; 
just manipulaLive bookkeeping . 

166 

~<ranha , wno is supposed to be one of the most able 
citizens - the Ambassadol' - is here now and is 
wEiti ng to t alk :bout it . ~at wes he- Minister 
of rinance and Chief Jus tice, wasn ' t he? 

I dian 1 t .<no., he wt.s -:hief Justice . 

I t hink ne WbS Chi~f Justice a lso of Brazil . So 
ne 1 s a very able citizen. &ut tna t ' s in the works . 
I oean it' s interesting . Which all .;;oes toward the 
thing of making socebody else bave an interest in 
gol d besides ourselves . 

And ~notber thinz which happened - I mean that George 
Schuster wt:.s her e and sew one of our very good friends 
in New ~ork last week Lnct had uinner with him, and he 
said , n.l.' ve been nero and I •m going back and I •m 
going to tell my friends in Engl and that they just 
don ' t know whet they're doing, and england must go 
becK on t he gold stenuard . " He said the Uni ted 
States has carrieo - tnls is interesting - the Uni t ed 
States nas carried tne whole l oad for three years 
alone . 

You haven ' t read your cables, I can see tnat . 

No , I•m just telling you what he said , that •.. I 
haven't; I•ve read them once tod~y . 

Uid you read the Boothby motion? 

Let me finish . He said the United States nes carried 
the whole load, they ' ve been the stabilizing factor , 
and it' s up t o bngland now to do i ts part . 

No, 1 - there ' s a &SPin my reading of three weeks . 

It fits in . I mean simply that this Boothby &sked 
c.uesti ons just like tlui t of Baldwin and Chamber lain 
in the House . 
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Those came right out in public . 

Jake, everybody knows in the Treasury there i s 8 

gap of three weeks, when I was holding various 
people 's hands and trying t o ~uiet them and suc­
~eeded ln doing it, that I Just couldn't read. 
Dut I star ted a fresh tnis morning . 

Well, if' anything 's to be done With gold, it must 
be started very soon. Any plans with respect to 
such matters must be started very soon, in my 
opinion. 

'(fny? 

rlecause I think it will become ecute wit hin 8 year 
or two, and that the kind of pl&ns that you will 
be Lble to devise then will not be the kind of 
plans tha t could be devised now . I think that 
that approacn that you ha ve Nith Brazil is the 
beginning of the right approach but you need to 
push. I think every moment counts - not weeks or 
days, but •••• 

Well , I'd certainly say that you want to wait now 
to see what the new situation is after the Coronation 
in England, but if that seems favorable then the next 
thing to do is to start talking; not necessarily -
I don ' t mean making proposals, but everybody knows 
that this is now e world problem and that some day, 
not too f ar off, it will have to be settled in some 
way. 

Xes, but I think that the start we have made with 
rtussia, the start we have made with Brazil -I think 
are two entire new movements . I t hink they're moving. 
I think that's the way we 've got to do this thing, 
and I 've . ••.. 

But in connection with Russia, I would point out that 
they have everything to gain and nothing to lose in 
the present situation; that they ' ve got a commodity 
which is of no use to them at all ir they are really 
producing it in large quantities. 

Oh no, I think the Secretary ~s right. They 've got 
Just as basic an interest as we have. 

But only for purposes of sale. 
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Then you want to keep the market, and if t ney 
destroy their own market ••••• 

188 

But as long as we maintain a fixed price, we can' t 
destroy tha t merket . 

Another thing in this - I want to put that into 
the stat~ent - is that our pri ce rise hasn' t gone 
for~tard as f as t in proportion as the l:.uropean, end 
.vna t they need - the rest of tile ,·torld needs is a 
price rise ln this country, and toe fact t hat they 
naven ' t got it and the feet that our prices have 
stayed more or less l ow in comparison i s all a pert 
of t his picture . 

I'm afra id if the pri ces rose faster we' d get more 
gold . 

You mean for investment in securities? 

Yes . I t hink I c an demonstr11te that . 

Our trade balance, i f you include services , probably . . • • 

It ' s unfavor able, it ' s going the other way; the trend 
is the other we.y . 

I mean our trend i s all right on trade a ccount for 
international adJus tment . One thing is still the 
flight of money here for sefety . 

:.ell, I want to t alk that to you . 

Yes , I'd 11Ae t o go over that . 

Of course, this summer ' s t ourist expenditures may 
SllOIV itself . 

Jake, ·we haven ' t- you ha ven' t got enough boats. 
You can't get the people over t here . Look a t all 
the boat s tney 1 ve scrapped . 

1/ell, I' ve j ust cancelled four tickets, so they have 
four more . 

I know, but seriously •• • •• 

• 
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That is a nother factor on the opposite side of 
what you nave said . 

~ll r ight . O.K. 

Jake , you mentioned the Coronation. Do you expect 
the new King to say anything in his speech? 

169 

No, it isn' t that, but Baldwin is going out and 
Chamber lain probably i s going to become the Premier 
and I'm willing to bet lJ to 1 tnat whoever succeeds 
him will be easier to talk t o than Chamberlain, and •• • • 

• 
And Chamberlain is going to be soept 1n by the success 
of his l ast fin&.ncing? 

.lell, ne may not succeed for tha t reason. He may. 
That 1 s why you don ' t - you want to s ee the new 
Cabinet picture ln ~ngland . 

And the "'olpire Conference . 

And the Empire t:onference - be lots of' talks . But 
I think this last batcn of cables ore as important 
as any I•ve read . 

/I ell, I've seen the ones tn&. t came in today . I can' t 
botner rl th last •7eeK ' s cables . 

I mean Just for general orientation. All the pre­
liminary taLKing aoesn ' t have to be done any more. 
'l:bey ' re all t &.l.dng t he same way ~nd taey ..mow 
that something hes t o be done. There ' s a South 
African collllDent there tne same Nay . 

But Jake, up to now, nobody 1 s got the answer . 

I don't know •••. 

I haven't seen a single thing and I t hink I reed 
the Times and the Tribune every dey and • ••• 

How do you expect to find answers in the newspapers? 
They get it after it • s been worked out on the inside. 

I mean I haven ' t see any «riter • • •• I ' ll put it 
another way ; there hasn ' t been anybody in the 
Treasury who has given a suggestion which I would 
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accept . 

\/ell , you've been away for s l ong time. 

Last time you walked with me down here, you didn't. 

Well , that was a long time too. 

Hove you a suggestion? 

I t hink so . 

O.K. All right. 

But I nope you don't approach the English unless we 
talk about it anyway . 

All right, gentlemen, I did just \\'hat I wanted to -
sort of air myself • 

• 
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WDIORANDUl( 

Wa,y 10, 19;57 

To : Secretary Morgenthau 

F'rcm: Dr. Burge ee 

Government bond market wae firm and quiet today. Quota­

tions tended higher in the course or the seeeion but at the 

cl ose they 1rere el1ghtl;r orr trom the highs i n some cases, Long 

bonde fini shed unchanged to 5/32 up trc• laet Saturday, and the 

reet or the Treasury bonds finished up ;5/;52 to 7/32. In the 

guaranteed group, t he F'F¥0 bonds closed about the se~e as last 

Saturday, and the HOLC bonds were unchanged to 2/32 better than 

last Saturday. Quotations toD most or the Treasury notes tended 

al1ghtly higher. 

In the domestic bond market eeoond grades declined small 

tractions and high grades held firm at Saturda,y 1 & level. New 

York City Traction bonds were weak. The market was generally 

dull all da,y . 

Foreign& were quiet With no prioe changes or oonaequenoe. 

No purchaeee tor Treasury today. 
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!he orlciaal order wu to -.lea a qulclr:, OOIIJ>leh eu4t ~ ot the ra­
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4alphta) • J.lthoaeb the IIDci.H of theoe raturu cli•clo•a4 vartou c!eti-

clanctee, the character of the errore aDcl. ~he ..,unh lnvoba4 clicl. ~~<~t 

co tar wward asp1ala111C ~h• fall'lln of rnmue recalpb to ... t the 

eJpactatlono of t he !rea8Ur7 •tatletlelan•· Conoaquntl7, the lDqair.J 

wu l.-.cliatal7 broacl.onecl l nto an aualnation of other lll<el7 .....,. of 

tu red.uetton or .volcl.anea. In particular ~he return• of larp paraoaal 

ho1cl1n& CCIIJ>&DlH fllliiC in the llnarlt cl11trlct were exaatnecl. aDcl. ecrra-

veotlptlon 11 blliiC -.de l .nto the orpnhatlon of forelp corporatlona 

b7 naHbT .Aioerlcan• ln natcbborln& foralp tarrttorl••· rarther, the 

Interaal llevawa Jcanb 1D Cberga were aaboc! to cin u a 0011parl10n ot 

the vartou u- of tncoaa anc1. 4ecl.nct1one of haU a cloaen t7Plcal opera­

tin& ec~~pantao in their re~P~Ctin cl.ietricte tor 1935 aDcl. 1936. We haYa 

clallittecl. the .. r~rto into caeao of corporatlolll wbo11 otoclr: 11 clo11l7 

halcl aDcl. tho•• wbota e~oolt 11 wtcl.alJ 411trl bllta4. Jn tDnaUpUon n.a 

al10 prot-~ecl. tnto the allo-• tor cl.opla\lon clalaacl liT l arp oll aDcl. 

alntiiC oorporaUon1 • :rtaall7, anc1. parUcolarl7 ln the l01Nr 11 .. Tol'lt clia­

trtct, ~t checb nre -.41 ot the prevalaaca of vartoa r-catoa4 

tciMaet tor t.x avotcl.once -IIC blQIIIJirl in the $25,000 - $100,000 
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!be 1anetlptlon k 4ate baa aot 41ecloea4 a larp loee of reYe­

..,. clue k the .-plot-At of "" 4mcee for \as no14&Dce. I\ baa 

d1•clo•e4 that taxparere ut111ze4 to an 1DCreaa1DC extant the •arloua 

poea1b111t1•• for \as reduction Which the 1 .. a\111 peredte. !be e288-

1ut1on of -the retul"'le of t,pical operaUn, eoo~p&Dlee cleerlT ill41catu 

that neey att"Pt baa bean IleA• k ucreue tuabh 1nco .. bT 1Dhnei­

f1ed ue of tbe hcluctiou peredUed lT tbe JlneDU Act. !be \ak1DC of 

deduc\lou for wac•• IID4 COJII)&D8&\10il t o oft1cere illl!reued 1D _,..., 

trio Co~, tbe Chile Copper Collp&DT, and the J, r. Ooodrich ()np&DT, 

lll&lllltactured larp deductiolle i n collllection with tho re4npUon of their 

'boftd 1....... !be larp 1Dcreaee 1a all thue 4educt1ou eacc .. t. the 

likelihood that \beT will be found Oil ....U t to be un,juet1f1able la part • 
. 

In order k uaure the !reUU%7 of the 1ncoao tu collecUolle to which 

1t 1e ellUUa4, t he ....Ut of the retul"'l• thh Tear w1ll aeed k M ..,.. 

110re careflal thea ill the pad 1 1te ecope ebmll4 le llroder, 1f poeeille; 

and alaoet certailllT •re rneaua will le raalhed u the reeuU of the 

au41t thaD enr before. Ia other 10Drde, it h q•U• Ubl.T that the 

.. uaate4 receipte will ul.Uaatel.T 'be raalhed 'bat onl.T after oareflal 

1aYeet1~t1on aad wtcorou proaaeatlon of oar clalae for 4eticiesc1ee 

ia \as, 
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ParUC'Olar l1D4h•p 

1. 19}5 ctfh br walt& \upyert 

!be prbolpal "PJ)arnt ... •eo• for tb fell'Oft of waltllf 1ndh1.4ael 

tupqere to report u liiCZ' .... in ut llloo• pi'OpOrUonate to tb la-

creau ln lltteluee reoo,...,. ftl \lla fact that larp Clfh ftre MAe b7 

euch tal~Pl~T•rt l n 1935 to MDT -bare of tblr "-oliah fu111 .. wboee 

lnooaee are wbJect to lower rat .. of tuaUoa. Our flr;nree ebow tllat 
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1D 1934 etocb u4 'boD4e 'llDMh ~ 111111ou ftre &inn 111111;1', u4 1D 1935, 

$1,517 111111oae. !be total lifte ta 1935 are eett.ate4 at $2,082 atlllo ... 

lndlrlcl.u.al e:ruopl" are atfor4ed liT Ill'. John D. !ocl<efeUer, Jr., wllo 

,.,.. $131 a1ll1ou lD 1934 u4 1935, u cl pa14 total cttt tax .. for . the 

two Teare of onr $35 a1111oae; w... O.Orp r. !aker, wbo we c:U'h la 

1935 to trueh created for hh chilcl.rea of $16. 5 a1111one; u4 lire. Belli!& 

Y, llcCuD, clfh of $11 llilliou 1D 1935• Iuteacl. of cl.lrect lifh to 

beneflclariee, the 411'1ee of .altiple truete tor the .... beaatlelat>T le 

ofteD woe4. !'hh cl.mce haa • 4Dal upect, tor it re4'CICee the \axee ])~!T­

able 'bo\h liT \he donor u4 berteflelat>T. J.D. laetuee of the uee of \he 

aethod 11 prcn4ed liT the cue of llr. Louie !lG~tela of lle.ltiaore, wbo 

eroahcl. 64 eeparah tl"'leh for bh wife u4 three chilcl.rea. !be ue of 

the .. lallUple tl"'leh rewlte4 1D iDeo .. \ax .. nace of l!ppt>O:IiaahlT • 

llalf atllioa dollart to the beaat1clar11e, whollT u14e troa tb tas 

••1'1a& t o the ee\tlor. 

a.a w1d1oiU - !be clft \ax rahe are pro'baltlT too low u -

pare4 to the eetah tas ratH• u.leee lt 11 4111N4 to &1,.• a Uc:tW 

•-..-•• to c:U'h 4DftJ1c llfe, the &itt \ax rate• atpt ..-MlllT 

be 1DON&eacl.· Ia acl.ci.1Uoa, le&ielaUoa ehoald be cl.rat\84 to r.-o. \aa 
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awic4aco tbroqta \b. oeta\l1abM11t of .al.Uplo truh liT ou d.o110r 

tor tho •- llonefioiar.r. 'l'llb ldpt be 110008plieho4 117 reqv.lriDC \b. 

C:OII*Ili4aUo11 for \a% JI'U'POMI of .al.Uplo V..h oroat ... tor OM llolle­

ficiar,r bJ tho .... eott.lor. 

2. 7oroisa oorporatio!t orf!fti•ed b7 J!eriCf! cit.i•~ 

!here wu a cl.ICid ... toDdo11c:;r oa \b. pan of 804orat.ol.7 ..al\b;r 

cithoae to or~&~~ho pereollal boldiDC oo.,..U01 ill p.,._, tho Jlebeeu, 

&Bd Wewtoa~~4land duriDC 19)6. !bi1 toadeDC7 ..... to be iacr ... iDC 

oiDCO ... filld that 22 such COrpor&t.iOIII nre orpllhed 'bf ....... ie&u 1A 

the Bebeeu aloao durlag \he paat aix "ea. t1ndor the preu11t law it 

11 arlr-.17 difficult to obtain 1nfonoat1oa reprdiDC the etoc:ldloldeno 

of theeo corporatioae, aDd it ie pract.ical17 t.poeeible to l&arD about 

their buaineee oporati oae eiaco .,. haYe 110 meane of eecuring ace••• to 

their booka of accouat. .Uthoup. tho General Couneol baa ruled \hat 

thou corporaUone are wbJoct to taxaUoD liT tho lhU ted Stahl u por­

eonal boldiDC oa.paaiee, our MCh111&r7 tor doteniniag aDd collectlDC 

tho tax b inadequate. .Lt. prennt \Mn oo~u 0&11 baT aa4 aoll ee­

c:uritln oa \b. • .,. York Stook Yzcb•nso threu&tl foralp broken aDd it 

11 oxtrnol7 unlill:el7 that tho protito fro• thooo tr&h~Uoae will ia 

tact be reported. ODe ..... Tort< broll:er~~Ce fin, D)'er, lb!ooD lo ~&BT. 

opaaod a ... ,., braacll ill 1937, &ad accordiDg to our illfonaUoD d14 a 

larp 'bltoiau1 thoro. l'o are cdoawriDC to obta1D opoclflo lafo...­

uoa roprcl.iac \b. tr..,.fen of Allericaa t'1la4a to ....... 

AD indication of tho MCJdWode llbloh thlo aT- of &Y014&Dca -:t 

u.-o b afforcl.M liT tho cue of )lr, J'l&loe s. Bacha of ..... Tort<. 

lit. hcho'• ponollal rot.urD abowo4 110 tu:Ple s.- tor 19)6; 8114 
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$328,000 ot lDo- tor 1935· 1fe laan 4hcoYerecl, honYer, that Jlr. Jeolle, 

hh two aactoten u4 tJ"Ute 1.11 their faYOr, o•ecl the etook ot •-·• 

DIYelop~~ent Co8paDT ot C••••e, which ha4 in- troe Jeerlcu 4h14•b 

in the 1180Wlt ot $1,6o6,51!9. llo reWn hu 7et ....., t1le4 tor thle 

COIIpaJIT , elt~" hen -• prhete .. ......,.c .. that a nWn will be 

t1lecl. It h htereeti-c to 110te further that Jlr, Bache 4eclv.cte4 $89,1Klo 

on hh peraoll&l retUJ'11 u inter .. t 011 e lou PP4e t o hie '117 hh p ereoD.Pl 

ho141DC ooepaq. 

a.co-elldations - !he 1D41rt4uel illooee tu: reWn ehould. ooepel the 

4heloeure ot etock in tore1p pereoD.Pl bo141DC 0011pP111ee owe4 b7 the 

pertleuler in4h14ual. JUrther, the lew eholll4 prort4e thet ell of \he 

1nco• of web ooepelliee , i Delu41Dc oapi\el piu, ere taxable to \he 

in41Yi4uel etockbol4er •• r eelisecl '117 t be corporati on. 

3· Do.eeti c J!!nOD.Pl bol41J!C OO!I!?PIIlee 

!he caaet wbleh " b&Ye exaelne4 ehow e oonei4ere,l e retention ot 

eeralac• '117 pereoaal bo141Dc 0011pP!Ilu ownecl '111 nel\llir illd.lrt4uale. 

!he pruent law ill eubtt &Dce liYeo ouch iD4irt4uelo PD. option, oUher ot 

heYiJIC the corporation pq the full tu: on ih e11t1n eeralJICi , or 41e­

trlbotlllft & portion nb~ect t o ourtu: to the i D4hi4ueJ., Ia the cue ot 

a elooelt hel4 corporation, thio option will , ot oovee, Pl..,_ 'be eur­

checl oo ee to 7ield. the aelleot UIOUDt of total tu:... J'v\bnwlre , 

the receipt. troa the 1Doc- u d. wndiotrlbot e4 profih tax cPD.IIOt be 

accuratelt .. ueatecl in t hie ooD.Dectlon ei.nce ouch oorporationo will 110\ 

follow a WJlifore poll~, either of 41etri)D.tioe or reteetioe. !baa. the 

perooD.Pl bol41DC 00..,_., o.....t '117 llr• aberleo lleJ4aD 41ot rlhte4 none ot 

1h illc-1 tha pereoaal bol4iDC co..,..Uee oae4 liTIIr· .&Urecl p , n o• 
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cUatr1bate4 part of tu1r 1-•· ato. Ja a ranlt or tU retuttoa 

of ita .,.tire a&l'lli~ b7 llr. ~den'• pereonal llolcUq ooapaii,T, ture 

waa a tax aartq I.A 1936 to tu 0011PU17 &ad. to llr. a.,u. ..... uac to 

$323.953· !he tax 4ua wu ~ percaat 1e .. thaa tu -=t pqal>la bal. 

all of tb a&l'lliJ~Ca l>eaa cU atri bated. On the other haad, the aathod 

uaed 'b)' Jlr, and llro. lloaa, that of hartac their peraoaal llold1,; coapa.­

nies p~ t o thn a portion of t he corporate aaral,;a, ~llahed a 

tax aart,;a o! $791 ,0~ t o the Sloane. It tha aarnl~ ha4 been aatlral7 

cU stri~ted, their tax liability would haYa been 50 percent creatar. 

In addition, llr . Sloan aaneced in aubataaca to 11cur. a deduction tor 

t he a:o;penaa of operating hh J&Cht, 'b)' traaaterrlac it to llene Corpor~ 

tloa, one or bh pereonal holcl.ia& coapanlea, &loa& wlth $3 allllona of 

aecurltlea . !he rataa of tax applicable to poroonal boldine coapaalea 

wore reduced l n 19361 and are not now autfiolently hlel> t o dhcourace 

the uae of aueh coapaaha aa a aaaao or a~lcl.ill& the aurtaxaa. !he 

pereoaal holcl.ill& coapanleo that we han a:QI&:lne4 would han pald 81.7 

porcont 110ra I.A t.xea on their 1936 iDeo••• if the a,pplicable tax ratea 

had not been prmoualy r educed. !he eoneluaion t hat tho corporate tax 

retea are aot bi&b u oa«h to prnent perooaal aurtax a~idallca a,ppllea 

alao t o operatlac coapaalu wlloaa atock la olo .. ly hel d. !hue, the 

Scheerer llre'l'lllC CoiiPellT ia llroo~. wlth two atockholdera, ahowed aa 

increaae i n net lnco .. froa $l.Q50.204 lD 1935 to $l. S25. 1!6o 1A 1936: 

bat 41atr1batad oal7 t]oo.OOQ lD d1T14n4a ia 1936, aa acebat f500.00Q 

b 1935• It the cU rtdande bal. leapt pace '11. th t he lncreaaed earnl~~CB • 

tu fraa.aury would han eollactad t933,153 edditlonal la taxa•· 
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hrthel'liOre, wealtl!T llldlrtduale ha.,.. frequently orCU~sed a 

nUJDbor ot personal boldine co.apan11e and cazrr on tranoacUone within 

the VO'CIJ)• 'l'lme, lflo. ChazolH 1. llerl'ill &lid lflo. lcllrhl c. Iqncb ot 

llenill-L,nch 6 Co~. llo 1&11 Strut, lew Torlc, h& .... 23 pueonal 

holdill& corporations &lid llo tl'lllt tundl. 8111Ct there 1a DO prorteion 

&t preoent for the iUaallonnot ot lone• on ealtt ot aeCW'Hiee be­

tween two personal holdi~~& C08p&niea owned '111 the - 1ndirtdual , 

these eorporatlona oonetutl7 IJICIICI in tr&lli&Ctlone with aacb other 

which produce no real ch&ll&• in the l ndhl dual etoclcholder '• holdiDCe 

but 'llbl.eh do affect hie tax liability. lflo. 111Uu llandolph l!eerd 

wao hltereeted ln 1933 in eoae 96 co8p&Aiu ee&thred all onr ~ 

United l!ltatee, eoae ot which eeea t o be personal holdi~~g co.apulu, 

eo .. operatlllc COIIJl&lllee, and 11&117 a comblll&tlon of the two. .Althoup 

we underetud that ln recent :re&rs he 11M reduced the n'll&ber ot euch 

COISp&lllee, there &re atlll a larce nuber in exhtence. !!bert h DO 

prorteion la the lP at preeent tor co~~pelllnl coneol14ated return• '111 

peraonal boldine ooapaDlu owned or controlled b;r the eue lniUrtdual. 

llaco-endat1on: - !ht t&x rat•• applicable t o pereonal boldine 

C08p&nill ehould. clearl:r be lncr ... ed. Pereon&l boliUIIC C08p&nill owned 

&lid controlled 'b;r the •- 1ndlw1dual ehoul4 be required to tile t htlr 

returna ln one collection dletrlct or better etlll to file a coneoll­

dated return. I do DOt recoutnd at the aoaent the h.mtlon ot the lo­

COlll ot an JaeriC&Il personal boldlnc OOII!PUJ' dlrectl:r to the JMrlcan 

etocltholdere, on accoa.nt of poul'bh lecal q11a1tlone. 1'1aall7, the 

credl t DOW prcrtded la SeotloA 351 (relatlac to pereoaal boldliiC coa­

p&niee) tor ..ounte uaed or 11t aeide to retire 1D41'bte4DIII; and the 
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epecial 20 perclllt cre4.1 t ehould be al1111aated. llr. lo7 1'. &WU'd baa 

paid 11 ttle or 110 taue for 7Mrl Oil a larp illco .. due to ~ e.plo7• 

aent ot a pareollal bold1D& COllpalr,J' uUlhe4 to P'l!'cbaaa ll~ propao­

Uee, which boldill« co~ b um}J' 11ldabte4 tor t h .. e purcbaau. If 

ll'o'lf&rd dld 110t han tu COIIP&Il7, he would cat 110 nch credl t aptllet 111t 

inCOIIIo 

-· ~arcellt!C! depletioll 

In 1928, a prorll1o11 wu 1oaarted 111 the ...,_, Lair (Sectioll 114) 

t o parat t the ownaro of oil aDd cas walla t o de4uct 27t percent ot their 

erose ' income ill Ueu of all7 other allo1riU1cee for the reconr7 of the 

coat ot the wall. b l ater acta a e1a1lar prorla1oll na lll!lda t or ~ 

coal , aulphur, aDd .. tal aiau. lone of t he acta hae contallled all7 

raquir•eat lilliilll« the t o tal daducilona t o the coat of the property. 

Tbua, the ll'omeo take lli n1 nc Co~~pany deducted $2,922, 722 llllder thla pro­

Yh1on 1A 1936. !he COapallT baa alread7 ooapleta}J' reco·..el'ld the cod 

of Ho propart1eo. Hence, ~ uount of the daduciloll ..,.. a oheer Cit\ 

f rom ~ U111te4 Stataa to t.hla ta:rpqar aDd the reYIJI1ll that we loat 

thereb;r wu .818,517. S1a11111' louee are occurriJI« eYI J'J 7aar 111 the 

eaoe of the larca oil coliJ)U1... !boa, the Clalt ProducUo11 Co...-T of 

Pitta'ourp allowed. DO taxabl e 111t 1aco111 on ita rat'CIJ'II t or 1935. 11•-• 

1 t deducted. $4,728,741 on account of pareen tace 4aplet1on. On the baoio 

of the coat of ih propartha ~ OOJI.Ilall7 na enUtle4 t o a 4a<tacUoll of 

.347, n 2. !he loae of reY..a h the l1ll1 ted Statal o11 ec-t of the 

IXC .. IiYI dadDe\1011 WU t5114,955• !he lOll of !'81' ...... to the &01'1rllllellt 

lao 
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froa tbia proYiaion in other i~rtan\ oaaea waa .. fol1o .. l 

ltanoltad Oil & a.. eo. 
Aaara4a Patrol- Corp. 
lball 011 Co. 

- 1936 -
19)4 
1935 
193~ 
1935 
1935 

b:Mplea ooultl be ~UpUetl. lA rq opWon Wa proYieloa conaUtutaa 

perbapa tba l.rp1t loophole in tba preaent law. You recow-entled ta 

1934 that tba proYilioa be elitiBAhtl bv.t aoWac waa tlou, pre.-abl;r 

bee.u11 of tha YerJ heaYJ pr .. nn froa tba lerp oil an4 .wac cowp.­

nho which are profltia& 1-neelJ b7 tba pre11nt allo-ce. 

a.oo ... D4at1on: - !be taxpa;,eta t o tal alloeaacea for tleplation of 

atn11 an4 oll wella aboultl be Uaitetl to tba coata of the propert111, 

ae 1n the eaae of tlepreciaUon. It it h iii})Ouibla to put We pro­

Yidon tbroa&h Concrau, tba percentace raha now allowetl ahoultl be 

sreatl;r reduced . 

5· Non-raaidant aliena 

!be 1936 1 .. adopted a new plan f or tba t&zation of non-reaitlent 

aliena. !he proYiaiou for wttbbo141nc an incoM tax on incoM froa 

Aaerican ao'lll'oaa were aada atfaoU••• aa tbq ahould baTe been ;ra.ra 

~. &ad tba w1 tbboldia& ratea wre fixed. at 10 pereent in the oaae of 

1n41Yi4uala. .W.ricen ca,pltal p.tna .. re exclu4ed froa bsaUon to non­

rea14ant alieaa baYin« no United Statea buaineaa nor office. !he total 

latlG'al tax on a cltlsen or rHitlellt -ta to 10 percent of tile total 

nat 1- at about t25,000 (1D the caaa of a aarried. ie4.1Yitlllal wi~ 
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Do tlepaadaata) . Cona~\17, the Yi tbboldia& rate 11 too low u applied 

to non-rll14ent aliaa 1D41Yibala wt~ JMrl- i-• of aore ~ 
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t25,000; &114 h too llicb u t~pp1h4 to 110a-ree14.,.\ all• 1JI41T14Dale 

rtU. .ANrteaa 11100-• ot 1 ... u..a $25,000. 'fe are colac to looe oo,_ 

d4era'bh .,., la the cuee ot n&l\I!T lncUT14u&le wUIL larp -.rica 

lllnoben\8. !bu, lire. Doro~ lhl taq n.lllret be4 a ut 111- hoa 

Aloeriean IOUJ'Ceo ot t297 ,1139• In all pro'ba'bil1t7 her be~ tor 1936 

wu ueator U.U thh .-out. !be t~P~>liea'ble tax rabo t.t lire. n.lllret 

182 

other wor4o, her tax would. be &J'OQJ14 t150,000. thuler \be wi thbol41ac 

prorteiou ohe will pq about $30,000. I ILaYe a IIIDiber ot other iutucoo 

ot DDD-redd.et alt .. • with ut l neo-• ot tl50, 000 - $31)0,000 wbooo 

taxu are datlarl)' re4uce4 'bJ' the 1936 1&n. I ean ••• DO jv.otltlcaUon 

tor tax red.uc\lon 111 the cue ot U..t• nalti!T aon-reol41Jl\ alie~~o, partl-

eularl)' at tlU 1 tiae. 

R.co•end.atloJU - Iucreaoe t he wi thbo141D& rate to 25 or 35 pere•t; 

and prort41 turther t het 11' the allen will tile a return ehowtns hlo 

entire Jaericu llleoM, tnclucl.ln& capital pine, tho !reaAJT will rohn4 

&117 oxeooe of the tax wi thbeld OYer the tax ohon to 'bo 4uo on U.e roturu 

&t the ratoo appllca'ble to Jaerlcall clthllla• In We WT \hero woul4 lie 

' no real cl.locrialnatton &piut t orot111•r• u oo_.-e4 t o .AMri caDt, &114 

the eaooo, 'both ot the woalti!T and of the -u ,.,,_r .. 14ent alton t~ 

6. J'orelp coryoratlo!UI 

'f1 th the exo.ptlon 110hd. in par-creph 2 abo•• u to Jaerlca one4 

foretp pereollal hol4lnc co-s>anh•, forolp eorpor&Uono lhoul4 lie cha 

a tre&'-t ot..Uar t o \bet od forth la the proee41DC par-cri!Pho I11 
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&441\iOil, tiM lp Uo.al4 'be -'e4 \o pi'O"f'i4e \!Mt \IM tu h \o ~ 

withheld ill the cue or f ore1 p oorpora\iou no 1t there h u Alleriou 

offi ce, 'bllt u l!ppl"'JJriate ref'<ul4 will 'be ..U wbn tiM rehra 1e fUM. 

We han follll4 tiM\ two 'Jeb-n iDRl'allce COIIP&Jl1 .. had .U..ricu bee•• 

of &'bout $11.5 llllllou, froa ftich the tu ....., 110t wi\hb.eld 4u \o \1M 

cc~~pe~~he 1 etai-t that ihe7 11&11ltaille4 .U..ricu orne... Jro \oob of 

of aocout could 'be found at tiM alhce4 office ud DC r11tunle haTe 'beell 

t1le4. I haTe ~ e\epe \o correct ihle aituaiioll 'b7 n11DC eo fer 

aa that Call 'be 4ou. 

7• L1a1tat1oll of de4Do\ione to bafilleee traneac\ione 

.f. -'ber of tiM 4e4Do\1ou at preeeni 1D the law, oruch ae iboee f or 

in\ereat , tuee, 'be4 de'bte, &lld lo .. ee , ere not llal te4 to 'blleiMee trau­

actlolla. !hua, Kra . •ath&ll L. IUller, the wife of foraer OoTerDOr Killer, 

took a deduction f or intereet ia her 1936 return of $35,639, which lhe 

paid t o her ~'band ae truetee for t heir e8Tell daach\ere. O'bTioualT \1M 

1nccae wu ltep\ b the faa117 'bl:lt lire. IUller reduced her own tua'bh b­

ee .. 'b7 the aoun\ of tiM iat.r .. t. Sillllarl7, u h4.icated &bon, 

Kr. Julee s. ~ache deducted $89,lloo u inter .. \ on a lo• to hia 'b7 hie 

peraonal hGldin& oollp&Jl7• .f.n illdirtdlll'l M¥ deduct the real .. tete tu .. 

oa hie hGae, elthon&h the ua\al nlue of tiM hGae h 110t tued t o h1a 

Ill b coae. He ae:t deduct u a ba4 debt an 111l00llec\1ble lo• t o a frien4, 

elibouch a cca\ri'bll\lon to the frien4 would ao\ be dedDcU'ble. Liltewi .. , 

if the tup~er wreoka hie ,..oht oa a coral reef or loa .. hie 41-114 

r1114, he 1a nUile4 to a deduoUoa troa hh inccae froa hie 'blleiaeee er 

prcfe .. loL 
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hoo•eii4&Uoat - All deUoUoae o\ber tbaD ooa\rlwtloae \o oMri­

tlee, etc., Uoul4 be ls..tht t o tr ... acUoae eatere4 lato for profit, 

or lta.elae11 nterprleH. Ia 1144.1\loa, \be Udllotloa for 'be4 41"• ~\ 
to be tnibJech4 t c the ... , tre&tMDt wbich 1a acccr4e4 to othe:r capital 

lou... J'or e:u.pll , Jlr, JohD D. Bockehlle:r, Jr. , iD 1936 toolt: a 'be4 

debt 4e4ucUon of $2,222,000 1D coDDectlon with u ezcllaDce of oot11 of 

the 01t7 llouinc Corpora tion for ootee of llaAWrn, IDe. It Ill'. Bocketeller 

had eold the Clt7 llouinc not11 f or a 4ollar, the 4e4uctlon f or the lo11 

eo euta1ne4 110'1114 ban been nbJect t o the ls..t taU one 111p01K on capital 

loeeee: i.e., oD17 ~ percent of the l oee would haTe been taken into ac-

COUAt aD4 \be 4e4uotlon therefor woul4 baTe been allowable to t he extut 

onl7 of $2,000, plue Jlr , Boclt:efeller 1 • capital pine f or 1936• I eee ao 

r eaeon f or a difference in trMtaent between a l ou realisM on a tale of 

oecuritiee an4 a loeo realisM beCBDee the eecuritieo beaa-e worthleeo. 

8. !u:atlon of bwob!J!4 aD4 wife 

Ye are loelnc eTerJ 7ear Ter7 larce ...,.,.te of 100nq, 11t1aate4 in 

1933 at $110 llilliou a 7ear, d:ua to the prirllece crute4 to bwo'taa4a 

aD4 wine cenerall 7 t o file eepuate retuno; aD4 in particular \ o \be 

special pr1Tllece enJo7e4 ~ reei4ente of eigbt coa.DD!t7 proper\7 etatee 

1D wbich the wife 11 pe:rlli tte4 to nport and Pill' J'e4aral iaoo .. tu oa 

half of the bwobaDd'e eal&r7 and other net iDCOM• !be loll of rn­

,... Ulld:oubte417 eccen\"a.ahd: in 1936 4ue t o tba iDoreaoe in 1Do0111e cen­

er allT. It e- practicall7 111p0111\ll to ellllinate \be 41ecr1111naUOD 

in faTOr of -n1t7 propert7 etat11; "' tried to 4o eo in 19~ witlwd 

eucce11• Jlence, the b11t eolutlon .... , t o be a r eco- ndetlon tbat 

huebud:e aD4 wine be perllit h4, u aow, to file eeparate returne of \be1r 
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rupecUYt 1Dco .. a, ,..t \bat t.ba tax ratea «PFllca'le to the .. laaa••• 

aMll M 4etlnlu4 oa t.ba bub of t.ba total 1100 .. 1 of the hoo IJ>OUH• 

In ot.bar wor«a, if a llul'buol DD4 wife llnq \opther ba-rt total 1Doo .. a 

of $100,000, tha \u llp]lllca)le \o the two abo1114 M tbe -.at 111llo!l 

abonl4 be pa14 liT DD 1D41Yldllal for a alJollar total lD-1 DD4 t.ba \u 

ao 4eteraiaa4 8llo1114 be 41Y14a4 pro rata betnen the two eponaea aceor41q 

t o their r.,.peethe inco .. a, ftuo oo~tT propert7 etatee coulcl. DOt 

oppoee t~e rec: M"'aUoa n17 eftecUnl)' aiDOt U. will be llp]lllca)le 

to taxpa)'are all our the OOUtl'7• !here ar. ao .. legal 41tf1e111Ute 'bOlt 

•• bell .... • that the)' caa be aolya4. 

9• fU-U!!!!?t aecv.ri Uti 

Our innaUpUoa wn 10M iaereaae 1n hol41qa of t~t 

bow b7 nalth7 taxpa)'tre. I\ h, of courae , 1J1P0ea1ble \o ..a the 

h11h eurtu rates reallT effeeUYt eo lcq u taxpa)'era eaa ••01111• 111\o 

tax-exe~t eeeuritiea. If reeoeaaMetioae are eent \o Coqreae at th1a 

Uae, 'II'OU14 1t aot be nll to include a reeo-c!aUoa for the llp])roYal 

of a conetitutional ... ~ent t o aakt future ieauea of 7edor-.,atate 

8D4 local aeeur1tiee aubJtet \o 1DeoDt taxation. 

CoDOluaiollt 

I haYe DOt att!!l!?hd to llet all of the c!anctt which are btiq 

aplo7ad b)' \upa)'era for the parpoae of \u redDOUoL ftuo 011ee I 

haYt Hated abon are, I belie .... , tbe -t i.JipOrtaat tDH• You will 

DOte \bat oar ianatipUoa hat DOt u 7tt 41eoloea4 eer1oue loopholee 

1111 the a4htr1,..ta4 proflh tax 1tnlf; t.ba Mia poiat 11 that t.ba 

ratee llp]llicable to P••oaal aol4111C OOIIP .. '•• are too lo•· It h 
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llkelT, bowner, that t.be 4&Wle4 •RAT of oorporaUOil re\vaa wblcll 

will be M4e We • sr will tiaoloee loopbol .. about 'llllt.lcll w an 110\ 

11ow 1Dfol"M4. !M ere&\ 1Nlll: ot larp operauac OOJJpuiee ta •n York 

neared exhDeioae of tiM for tntac a- tax retvaa. It u.. corpo~ 

Uoll ha4 uUlhecl IOM lin Mthod for reducllll 1\e \ax llabill\y, it woul4 

nJT Ukel7 eeC'CU'e u eneuioll of U••· I ban t.1t1a ,,.,, \o reai.ric\ 

\be srut1111 of ex\ellelou ot tiM tor t111111 re\urlla 1a U.. tuture. 

Ill a44i \loll t o the reocc--lllll"ladiOile aad.e abon, I haTe two ceural 

reooJIIllll4atioDal :rtrat, I t.b1111t ,.. eboul4 ut up a uall UliH \o unable 

&114 ual7ae 1Dtor-.Uon u \o t.be proper\)' bol41DC•• a\ leu\ ot ~ 

paTer• ot 1ncoa .. ln ueeu of $75,000; &114 ot t.be weer eorpora\ione. 

Ye baYe a larpr etalte in t.be lAOOMI of t&llp&Tere, -.boee lliOOMe exeH4 

$225,000 thaD tbq ban t~el.,..,, 71t we 4o DOt ban uallable &117 

bal&llee ebeeh of eueh ill41rt4ual tup&Tere. Perbape we eboul4 require 

wealt.b7 \&llpqere \o euppl7 ue wit.b bal&Dce ebeeh, bolt 1D 1117 _, w 

eboul4 keep ourul .... e 1Dfol'M4 DOt oul7 of aotual proper\7 bol41JIII, bolt 

the lepl ton. u 4 4erte .. which are be1DC carr1Dtl7 ...,1o7ed li7 ..al.._ 
t&liJ)qera. CoDtiaulDC ual7ele ot oaretull7 prepared reoora. eboul4 re­

eult 1.D Yal'll&llle reco-4&Uou tor lepelaUoD 1114 e4ala1etrau .... r....­

laUou. leooD4, the pr .. ellt lll .... eUpUoD eboul4 be oor~UIIUA 4urlJ11 

tiM .-.. 'llllt 'IUIIler a 41tfer1Dt bee4 t.baD lfr, Jlee4, .&e U.. .a41t of U.. 

corporation re\vae proCH4e, the Illierul ...,_ jpllh ia et.rp eboul4 

be Hfl'Uite4 to torwn here lator.aUoa of UT uw .. thode of \ax 

aYo14&Dce fticll are 41acoYere4, u nll u U/7 ot.ber 4ertcee 'llllt.lcll are 

bel.Jic -.lop4 oa a ooui4erallle acale tor \ax re4aotioa. Ye C&D \bell 

work oat IPPrGPriate lectelatiYI reeaJJJ.-d•tiolll• 
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Ka7 10, lQ~7 

During a diecueeion with Magill toda1, HK,Jr eaid to bia, 
•x ~hink tha~ the Treaaur7 il in the beet technical poeition 
today t or onlY one reason and that ie because we are abort or 
the revenue. I! we bad not been ebort and we had the revenue, 
~hey would have gone ahead witn all tb1e epend1ng legislation. 
The onlY reason we were able to get the President 1n tbia 
frame ot mind ie becauee we are abort or the revenue, and 
the eame goee tor consr••··· 
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DEI'ARTIIEHT OF STAn 

THE SECRETARY 

!lay 1 , 1937. 

!LEMORANDUl4 FOR llll.S. KLOTZ 

The attached oorreepondenoe is 

self-expl anatory. Secret ary Hull would 

greatly appreciate the comment of Sec­

retary llorgenthau on hie proposed reply 

of April 39 to Senator Lewis. (This 

l e t ter has not yet been mailed to the 

Sene. tor). 

I 
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Ol ' 

--\ 

Kra. Henrietta 8. Xlotz, 

Ass i stant to Secretary Yorgenthau, 

Treasury Department, 

Washington, D. c • 

0 
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l\ay l , 1937. 

The att scnecl corresvondence 1a eolr- crplenatory. 

Secretary Hull >'ould ereo.tly a rp,.,.olate t bc O<lOI>ent ot 

Secretary Mo r gentbeu on bU proposed r eply o~ April 29 

to ~cno.tor Lewis . (Th18 l ot t or bee not yet been ~ilecl 

t o t be Senator) . 

5 CY-C:IU. 

(Si gnocl) ij . A. McBride 

Aselatent to tbe tecrotery . 

192..· 
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April 29, 193?. 

lly dMr Senator Lewla t 

I appreciate both the intereat you ~ani!eot and the oboerrn-

tiona you make 1n your letter of Aprll 23 regarding the deeirability 

of aalntaini~ an aoti•e policy with respect t o the 1nter-goYernmental 

debts due thlo count!')'. I alao approelate the tood wlll and courteay 

wHh which you offer your valuable coope•Atlon 1n t hh connection. 

It la oc&rcely neceaaary for •• to att .. pt to review at 

lensth and in detail the hiatory of tho pol i cy end nogotintiona 

of t hie Goveraaent in re~ard to inter-governmental dobte . They are 

aU of record, and I t hink are fairly freoh in the 'OU.blie aind, eo 

I an aure they are in youra, 

·lhlder the varloua Liberty and other l ar Loan Acta and aa])-

aoquont legialation, other depertae~ta of the Government have their 

aaJor tunetlcma pertain!~ to the mana«i~ and bandli~ of the debt 

' 
eit uatlon, fhe State Dopartment , of couraa , trenaeite notea and co.-

IIWilcatlou to snd froa f oreign gcnTII.tlante 1n thlo connection, and 

an.d 

Bon. J ... , Baallton ~io , 

UDlted ltatee Senate , 

• 
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aa one De~rtment nnd &loo aa one •ember of Debt Set tlement Con­

m1ae1ona, the Sta te De~tment haa rendered auch eero1ce &I wee 

within ito po,.er to render. 

There, of course, b&ve been unuaunl ~i!f1eult1ee relatiDc 

to the collection of the pll.Yllenta dwt on ov debts froe foreit:n 

r,overnaenta; dlfficultiea atill exiet. 1 think r ou e&n feel aa­

eured, howner, thl\t each aD4 &ll clepart•ents or branchea of the 

OoYernDint hnving 8D7 function ancl reeponeibilit7 with respect t o 

the collection of theee debta will proceed in tho future aa the7 

invariabl7 have in the paat, to ava il themeelvea of everr opport~ 

nit7 to keep alive theae debt a , resul&rl7 t o urge payment , and, 

if and when at all poaaible, to aecure pnyment . 

1 aa eure the President , the Secret ary of the Tr•aeury and 

the St ate Department ... 111 be glad to confer with rou and &n7 of 

70ur aeaociatea with a rlew of exaalniOJt t hh debt problee. 

Sincen~lr yours, 

(Sit:ned) Corddl Hull 

194 

Regraded Uclassified



c 
0 

p 
I 

IDII'\'ED STATES SEliA TE 

CCDiitt.ee Cll 

Expenditureo in the Executive 

De~t· 

llmoreble Cordell Hull, 
Secretary or state, 
Washington, D. c. 

~ dear 11r. Secretary: 

April 23, 1937. 

I aa in receipt of a copy of your letter sent 
to the Chairman of the Finance Connittee respecting Resolution 
No . 83 introduced by me as to reciprocal trade treaty witll 
nations vtho refuse to pay tho debts, etc. etc. 

I notice your observations, but I beg t o inform 
you tbat I live in a co~mtry 11here ninety percent of i ts people 
are charging that our AdJ:dniatration has adopted a •do nothing 
policy" respecting these debts, end charge constantly that we 
play upon expressions but in no wise cnke dec:ands for our rigbto . 
In the 11111antime, those people 111ho are engat;ed in tr.anu!acture 
insist that our present tariff eyst.em is injuring them and 
point to tbe tact, specifically or canada, the neij;hboring 
roroiOt co~mtry, and to certain other lando obtaining the bene tit 
or the "favored nation• clause and I nnswer their charges and 
s..y thet you are biding your time hoping th3t a=ge~:ents can 
be made of so~~~> nature that will hold both the right and our 
opJlOrtuni ty of collection and adjuatcent of all, as "11911 as 
maintaining the trade relations with no loss to America . 

I beg to eay I realize that the oubject matters 
of our correspoodence cannot always be mndo public but I do 
tool thet the emression lately coming from your Department 

•Uiat there was no movement of any kind looking to adjust.mlmt 
under consideration,• - and this , tollowing the state!llllnt of 
SeMtor Robinson a1 Ule noor addreooed to 1111 - tbat there wao 
llllft-t atoot, 11hich ada it unnecessary tor me to carry 11q 

Raeolutioc to the noor at tho til:le I sOilgbt to have it pro~~Ptlr 
voted upon. 

I teel tbat some expression of your honorable 
Departlllmt recording that aomD •tters are under cocsiderstion 
between yourselves and the repreaentatives of these Govenmenta 
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indicating that in the near !'\lturo an adjustment or result 
o! con!ercnces - if not wholl y satisfactory to t he people o! our 
country 1 - yet will be forthcoming, • - will do a great deal 
to an.awer what I s.soure you 18 a serious charse against- and a ' 
serious impediment to - our Administration; - and particularly 
in t he great loliddle West where I !eel I speak for a represen­
tative section. 

llay I ask you, it you will not consider soma 
fora or expression addressed to 11111 or to tbe ColiDittee thnt 
can·be used !or the publlc, or will you contemplate cne to 
be given out by yeursell that will eo to the co=try and will 
aha.. your interest in the subject. 

With dear reearc!s , I am, -

Sincerely, 

(Siened) J~s llamilton Lewis . 

• 
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In reply reter to 
' A 611/0031/2723 

0 c 
0 0 

p p 
y 

.A.pril 10. 193'7 0 

J.ly dear Senator l!arrioon: 

I ha'fO bet ore me your letter of Feb ruary 23 , 1937. 

referring to oe for conalden.tlon and comment a cop,y 

or Senate Resolution 83 lntroc!.uced by Senator Lewis and 

p l'O'I'ldlng that 1 no reci p rocal trade treaty should be 

mde between the United Statu of J.meric:A and any nation 

•lhlch, being a debtor to the United States, re:f\ules to 

pay the debt or to ad,juat t he aamo, or which repudiates 

the debt due the United St&tea. • 

Tala resolution 1o oim!.l&r to ono intro11uced by 

Sen&tor Lewis in the !trot aeaaion of t he 74th ConGren 

(S. P..es. 179), directed ~nat 1 trade treaties or coo-

.,.rclal negotiations with n&tlona in default aa to 

J>llTOI'Dt of indebtednuo to the Uni ted States.• The bill 

...as ordered laid upon the table and did not progress 

beyond that point. 

llefore 

The Honorable 

Pat D&rri eon, 

United State• Senate. 
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Before taldlljl up !or conei deration t he question o! 

t he desirability o! legislation .uch as is proposed in 

the P.aaolution in queation, a comment upon ita phraa1ng 

aeema a ppropriate. The lleaolut1on atatea that 1 11bereas 

kropean nations indebted in the larg .. t o! mma rsfuae 

to pay the debt or azJ:t portion o! U, refuae to pay the 

interest or aJ:J¥ port! on o! it, and in """'Y instoncea 

repudiate the debt and deDJ t he oblication, in other 

lnatonces refuae to aubo:l t any wegeation o! adjuat"""'t, 

liquidation, or compromise: Therefore be i t resol ved •••• • 

Inaemuch as debtor natlono, in correspondence which baa 

been published, hnve continued oxpreaely to recognize 

t heir obli&&tiona even whi le atating t hat they do not 

!eel that t hey can wisely undertake to CBke the current 

eehecluled paymenta. I belien a queation mit;ht be raised 

aa to whether the puaai DC of the lleaolution repreaenta 

accurately tbe attitude of t he countries which owe t he 

Ui:l1 ted Statee war debta. 

Perhaps tho fi r st point that oue&oeta itself with 

reference to the proposal Haelf 1& the question 1lby our 

e:xportera of fallll and factory producta , and t he producers 

of 8QCh producte, should be penalh ed by a reatriction a! 

thh Datura in the acope of a prosram beTiDe as it. u­

p r uaed JIIU'PO&e the expaotlon o! foreign .,.rlceta !or 

American 
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A!Derican goods . 'Ibis qu..,tion is particularly pertinent 

in vieor or the !act that some of the countriee llhich would 

come nthin the scope of the propoeed Reeolution are a110ng 

our moot important. foreign markets for agricultural products . 

It 1e clear that the proposal would need to be supported by 

considerations of such merit ae at least to offset this as 

well as other disadvantageeJ that, tor instance, the national 

interest should be so benefited by the proposed legislation 

that adequate reply could be Clade to the &J:lerican !anoer who 

lll!.gbt be disposed to question why the et!ort to regain 

foreign narkots for his export product! should be curtailed, 

particularly nth tho countries that are able to offer hi• 

relatively larg9 opportunities to regain and expand his foreign 

markets . 

I am unable to see that the proposal -..ould, if carried 

into etrect, provide such benefit. to the national interest . 

I prea\181 that t.be o~jeetive of the leg1slation proposed by 

Senator Lens is to encourage debtor nations to resw:se intoreet 

payments or to arrive at so118 settlement of thei r obligetione 

to the United States. It does not appear to me, hoorever, that 

the Resolution under consideration would achieve this objective. 

Refusal t o enter into trade agreements with debtor nations 

pending the settle.ent or the '· n 

question 

• 
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question o! their debts to us would not aerve to increaaa 

tbeir capacit;r to pa;r Uleae debta. On the eont rar;r, eueb 

a eourae on tbe part o! tbe United Stetea would operate 

to restrict Ule opportunities for thAt increase 1n 

lllUtually profitable trade upon which aey increase 1n the 

capacity of debtor nations to meet their obligations to 

us must largely reat. Fraa the point of view of facili­

tating a settlement of war debta, a large rather than a 

saall vol ume o! international tranaaetiona would seeo to 

be desirable , 

I n this connection, it should be considered that the 

adoption of any permanent measure eobodying a punitive 

policy requires the most careful and reaponeible considera­

tion. The trade of the world baa al.reaey suffered greatly 

free the e!fecta of policies of retaliation and counter­

retaliation adopted by many countries 1n one connection or 

another during tho past few yeara , and countries of •~dest 

industrial and commercial intere6ta, such as t he United 

states, have been moat adversely affected by the diminiabing 

epiral of 1nterna tional trade which has folloored these 

retaliatoey policies. In the realisation thAt it would be 

difficult to foster recovery as loll[ ae the processes of 

trade are subordinated to a spirit of mutual reprisal, the 

present 
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present Administration hae been directing its efforts 

toward eecuring for American foreign trade greater 

freedan fran excessive and diecrudnatory trade 

practices on the part of foreign countries. The 

adoption on our part at this time of legisauon 

diacri.minatinj; apinst certain countries would be 

inconsietent with the policy which we are tryinl; to 

pr<aote. 

The Goven:utent of the United Stetee in its 

relatione with forei&n governments will not fail to 

ea!eguard American interests and t o support definite 

American r i9tts in every appropriate way, but it has 

never been clearer that the cultivation of the widest 

cooperative relatione in workine for econa:lic recovery 

is itself one of the greatest of Al:lerican interests. 

Sincerely youru, 

cordell Hull 

.. 

201 

• 

Regraded Uclassified



. . 
75\11 CO:/CklS" 

ht Session 

s . IU:I' . 83 

Ill Tll1 ~WATt. OP "!HI- UH!1'10 STATtS 

February 19 , 19~7 

t!.r . Lu\'118 rubroitted the rollo>. ins resolution; llhieh 1o.ss rsfcrr~d 
to t he Committee on Finance . 

lti.SOWTIOII 

I herene ~ne present policy ot tho Unltod SU!ttie in interne U onel 

economics ie tor reciprocal ~rcatioa of trade bet•een n•tions; 

and 

~.bereft& there exists undischarged L'nd unadjusted uebte due to 

the On i ted S t etee frot>~ Mtione of th<> >.orld in all exceudine 

twelve billions of oollers Dnd , with inttro•t tnd promium6, 

due approaching ~enty-tivo billion~ of dollars ; end 

\.boreas ~pee.n nations indebt•c! in tbu lerr.eet of fitiDS rotu•e 

to nay \be debt or eny porUon or it, n.~re to pay tue i ntureet 

Or any portion Of it , ~nd in ceDY iD£t6nC8b reru~iBtC tne den~ 

end deny the obli~tion , in other in•ttnccs r etusa to ~ubmit 

any suggestion or odjuetm .. nt, llqu1dot1on , or comprooi8e: 

Therefore , be it 

1. IUXOLVIII , That no rociproool trodo treaty should be l'lnde 

e. between t he United Statee of Anerico and any notion which , 

3. being a debtor to the United Stetee, rotucea to pay the debt 

~ . or to adjust the """'" • or •blob re·udietes \be debt oue \be 

5. United Stetcs. 

• 
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~tot ~~taw 

mJ 811*kftAW!' 

lllq l , US?. 

lf!!!!W!I!II! lOR IIRB. vm 

ft.a a twohe4 oorraepoa4•M 1a aalt-ezplaD.ato1'7 . 

8eoratat'7 BlaU ~4 craat.l7 appJ"eOlata t.ha __ , ot 

8eoreta1'7 llorget.h&u oo bia propoee4 ~ ot Aprll 29 

to Seoator t.ewia. ('lhla lett•r hu aot rat bee aaile4 

to t.ha Seaa tor) . 

(Sip .. ) B. A. lloBrlda 

8 CIO:IU. 

• 
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0 ., 

T 

liT 4ear loaa\or loftlol 

l appreolah llo\lt. tlw iahrea\ 7"1l -u .. t M4 \M o'bao~ 

\lou TCI1l ..- 1a J'OV lAUor of April 23 recartlllc tlt.a 4oahab11UT 

of •iataWac • uUw pol lq wl\lt. rei)IM\ h \lt.o lahi'•COYO~\al 

4o'bh 4110 \lt.b o-•~· l alao IIIIJII'IOlato tbo pod will M4 oovhq 

'1'1\lt. 'l'lt.ialt. 7"1l offer J'OV Yal'GUlo OMpor&Uoa 1a \hb OOIIlliOUOil. 

l\ 11 oO&J'MlT uooua~ for .. to aU.-pt \ o '1'0Yl0'1' a\ 

lal'lt. .U la 4ota11 tlw lt.bto~ of \M pollq u4 uco\ia\lou 

of tlt.b a....,_, 1a ... , art \o lahi'-COftl'IIIMil\al 4o'bta . fhq .... 

all of reoort, aa4 l tlt.lak an fairq frealt. 1a \M pa)Uo ala4, ao 

I • 01U'O \MT an 1a J'ODI'I • 

v.&ar \lw nrlCIU "'-"" &114 o\bor liar r.o... iota u4 a'lll>­

aoc-t locbloUoo, o\lwr 4opar\-h of U.. OoYOraaoa\ haft tlt.oll' 

-Jar huU•• port~iae to tlt.o ll&lliiC1ac aa4 lt.aa41las of the uM 

olhaUoa. Do lta\o llepart-t, of oO'III'H, tradealta aot11 aa4-

~-u- to .... tree foreica COftl'IIIMilh 1a tHe ooaaooUoa, u4 

aa4 

U.lto4 .,., ...... ,., •.. ,, ..... 
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U OU h]l&r\ .. at aa4 aleo U OM -'llel' of Dell\ let\1-.t a.­

aloel-, \u 1\a\o h]l&r\ant hu ,...._...& naiL MM. u -

n\lda lh ..-.r to Nll&er. 

lbero, of-. b..-. 'lleea -.1 UtflnlUoo nlaUIIC 

\o \M oollooU• f1ll \u ,.,_to 4'M oa HI' 4ellh froa fontca 

IOftJ"aOAhl 4lttln1Uoo oUll n:lot . 1 \lllllk ,.,.. -fool ao­

ollftA, llO'ft'nr, \bat eaob aa4 all 4opar\-h or bnaolleo of \ho 

..,.._, ~liiC.., hu\loa a4 nqoul'blll\J' with nqoet to 

tile oollMUoa of \lleoo 4eUe will pi'H004 la \M hhro u \hoT 

lanrlalllT h..-. la \u ~, to ..Ul \llouoboo of noi'T oppon,._ 

au, to kNp albo tlloH to'oh, ftC'IlarlT to 'llJ'IO ,.,_.,, aa4, 

1t aa4 whoa at all poedlllo, to HOilft ,.,. •• ,. 

l • ovo \M l'roel4eat, \M loon\t.J'T of \lle fi'OUVT aa4 

tu fta\o ~ will 'lie ~ to ooafll' wUb ;rn 11114 .., of 

1"V uMOiatoo ntll a 'Floor of -laliiC thb toll\ pro'llt.. 

llaooi'Oq ;raun, 

(IteaM) Oorbll lull 
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! 

lll1'riD S'U!IS SIIIAJ 
c-lt.iee ca 

bptnd1 ture1 in the BDC11Uw 

B~ble Coll'll.U lh&ll., 
S.ol'et&ry ot st.ata, 
W~1 D. C. 

~· 
April. al, 193'7. 

I aa in re~ipt ot a COVT ot your llttu _, 

to t.be ~ ot the Pinlmce c-lttal l'e~g Besoluticm 

Wo. 83 introduced bT • aa to l'eci prooal t.~ t.reat.T witb 

D&tiCDI who l'et'ule to PIT tbe <Wbte, ate. etc . 

I DOt.1ce your obarrati ma1 lnlt. I big t o intona 

TOll that. I lin in a c01111tz7 wbere llinetT percent ot ite people 

are ~ thet oar ldw1n11treticm hu adopted a "<1o notbing 

~ re~ the• .S.btl, aD! charp ccm.tultl;r tbat. w 

plq upca u;preaaicme bat in 110 rlaa aa d-nd• tor our ri&bte . 

:In the -tt. 1 t bo• peopll who are enga~ in -uractv. 
inaiat. tbat oar Pl'e-' taritt qwtea 11 1lljur1.ng t-. Uld 

point to tM tact., apec1tioall;r ot Cmad•, the uisbbaring 

tonip ooat.z71 Uld to oert.ain otber lmda obtainiDg the baetit. 

ot the •tavore4 Mtica• ollua Uld I 111-r their cbarpa Uld 

aq tbat TOll are 'bi.cUJIB :rour tt. boping tbat ~ta oc 

bl ...S. ot - uture that will bo.l.d botb the ript ..S our 

opportunit;T ot collaoticm aD! adjul~t ot all, ae Will •• 

-.1at.aiD1.ng tbe tnda relaticmellith no lou to ..nca. 

I big t.o aa;r I rea11M tbat the nbject attara 

ot oar corNapcDt-• -ot al•TI bl ade public bat I do 

tMl. t.bat the expna~ latalT coCA& rr. :rour Dl~ 
•tbat. thllft aa ao wo t ot u:r ldDd l OCIIr:l.q to adju? ~ 

1IDder -lidaratica,• - Uld tbia, tollCIIfiDg the atata.a ot 

s.at.or Jrb!·- Clll the tl.oor addnuad to •- that there aa 

a; $ ' 1toe\1 wbiala ade it "' IOIIIUT tor - to CUI'7. 
Beaol.lltiCIIl to the t1oor a t the t.t. I ·~ to ....,. it ~ 

YOW vpca. 
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s.diaat.l..q tba\ ill \lie IINI' M1IN c K~ or ra.-1\ 
of ccmr-• - it Dot. 1lbollT aUaf'aot«T \o tile paep1a of _. 
oa.t.rr. - ~ 1l1ll. be torUla d•r,• - w1ll. clo a rraa\ ded 
\o -1' wba\ I uaara TOll u a auiou obu'p qa1.u\- ..Sa 
auiau 1 i 1 11 to \o - C1V Ad•hd 8\ra\l.aJ - ..S par\1~ 
ill tile (1'&&\ lll.ddle Wee\......, I feel I.,.... twa rapn­
\&U~ .. ouoa. 

lllir I au 7'0'4• it TOll w1ll. Dot. cauidv -
tars of pPraNioft lddftaH4 \o • or \o \be c-it\ae tha\ 
can be uad for tile pabllc, 01' w1ll. 7'1111 OCIIt.pl.a\8 - \o 
be gina oa\ bT 70VWlf tlla\ w1ll. ro to tha o-t1'7 &Dd w1ll. 
llbGw 7'0ill' ia\araa\ ill tile aabjeot. 

'11 til deal' rajpU"'ia, I -. -

~. 

(S11P*S) J-• JluU.t.cm Lnia. 
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0 0 
0 0 

p p 
t 

jpdllO, u. . 

., c.z .... \oJ' .. nt-• 

l !an Mten • JIIU le\\ol' et JIII\JUI7 2:5, 1m, 

ntentac \o • tu enalua\l• _, ••-••"' a oew 

et a-\o ... lUtaa U ldi'OtUM '117 lea\ol' l.nie aa4 

pftrtU.C U.\ "• J'Mlp..-1 ,_.. \na\7 UIJQl4 'be 

_.. 'be\waa \lM VDl\M 1\o\ .. et .uen• aa4 uq •Uon 

11111G. 'bllll& a 41111\ol' \o \IM UaUe4 11\a\ee, nfi&M• \o 

pa;t \lM .. 11\ ol' \o a4,fU\ \lM -· or aioll npa41at .. 

~ ull\ tu tlM VDl\.t .. , ••• • 

!'It• n•l•U• h eblllal' \e - 1Jl\J00411Md Q' 

a-\ol' J.nle t.a \M tlM .... ,. et \M ft\h Oacn•• 
(a . .... 1n), ui'M\ot ., .. n .,_... '""'" ol'­

•J'I1aluce\t.a\'- wt\h .u .. u ....,, u te 

,.,_- of bU ....... \e \IM Ual\e4 1\a\ ... 
0 !be \lU 

_. en.n4 WI. ...- \1M \a'ble u4 Ul. M\ pJIICI'O .. 

\erUI. ,., pela\. 
~ton 

1M ..... llle 

Jill.\ a.m-. 
'IWW aawe IMM•· 
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Jeton ~ -.p tn Mulua\1• \be o-ftla et 

\be UaiiUlU\7 et lechlaU• .. u b pnpeooil la 

- appft]lda\o. !1M leMl'ldla o\a\n \lid 1 .Urao 

:tuo]leU 11a\lo,.. l&U'b\et 1a \be ween et - ntue 

\a Jl&:t \u u'b\ u flaT perUoa ot U, :retuo to Jl&:t \lu 

lawns\ u aa, pertloa at U, aa4 la _, b.a....._e 

14 '1•\e \be ila'b\ 11114 4QJ \M o'bUpUOJl, b o\Mr 

bs\aaoee ntw.M •• alloll\ .., -...nlu et IA.tu'-'• 

U(lliU.Ua, or ou;zOiillMI !bereton 'be U neol'ret .. .. • 

IM-M &I ile'b\oi' •Uoao, la Mi'NI]IO&U .... wldCib Ml 

'b- ]Mlllhull, -. .... ooaUauil upnn}T \o rooopiM 

\Mlr o'bllpUou wa wldla e\a\lJIC \be\ \U7 4o ao\ 

tMl t)a\ 'MIT - st.•lT _...l'\lb \1 .U. \be ouna\ 

MbJhle4 ~h, I 'boll- a q'QiteU• llilcllt 'be zaiiM 

u \o 11M\MZ: ~ Jill•.,., at \be lleola\1• NJIN-\1 

ao-\olT \M a\Uftda ot \be •-ti'l .. wldCib on \M 

Ulli\e4 1\a\oo •r .. 'b\1. 

hltlape \M ftn\ pebt \:ba\ -...n• UMlt wlt.la 

:rete- \o \M ]11'410-.l UMlt h \M cunl• ... .... 

aplrMI'I at tilla u4 ~17 ]li'IIIM\1, u4 \be ]11'1 ... 01'1 

et _. Jl.....,..., ....:~• 'be .,..Uee4-. a nnzbUoa f1l 

U.il • .,.... la U. MO]Ie f1l a propaa laYla& ao Us -

JINIIM JlliUJ'OM ._ • :r elloa f1l tonlp _.,. t.i' 

AMI'l-
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AMri- aood•· ftia qu.Uon h pu'ticnalarl7 perU~ 

in 'Oift' ot t he tNt that - ot tb8 oountri .. wldob wulAl 

- within tha IOOJI8 ot tile J)I'OP08ed 1Nolv.U011 are -. 

oar ...t ~rtant to1'111111 ~ t or 8¢cnal.Wnl. ~. 

It i a olMr that thl' propoul would DMd to be 1111pp0rted 'b7 

OODrid.antion. ot wob •rit .. at laut to ottaat thie •• 

n ll &8 other dhadnn\apeJ that, tor inetanoa, the national 

intereat ebould be eo beMtited 'b7 tbe propoeed la£1elat1on 

U.t adequate "Pl7 oould be .de to tbe .&.ericen ta~r wbo 

ld.ibt be diepoHd to qu"tion wb;r tb8 ettort to repin • • tonr1111 Mriceta tor hie aport product• ebould be curtailed, 

puoticnalarl7 witb tbe oountri• that are abla to otter hil 

releti~ larl' opportunitiea to repin and expand hie toreicn 

I • ~e to '" that the proposal would, it oarried 

into ettect, pro'fida w eb benefit to tbe national intereat. 

I pre- that the objaotin ot the le,!alation propoeed 'b7 

Senator Lftie 11 to tncelllrlp debtor nation• to ruu. interen 

~ta or to arrin at •~ eattl.-nt or tbeir obllgation. 

to tbe Onited Statea. It dou not appear to •• '--'"r• that 

tb8 le~ion UDd8r ~daratioa 'IIOUld achian thie objaot1n • 

.. tual to eater into trade 'IJ'II •ta with debtor natiou 

palldiq tb8 eattl-t ot the q· " 

queetion 
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quNtiOD of their clebta t.o u 'IIOUld not aerw t.o 1DcNUa 

their capaos.v t.o f18:T th- clebta. OD the OODtZV7, 1Ucb 

• coune 011 the part of the UDited Stet.. 'IIOUld operate 

t.o reatriot the opportullitiM tor that inoreue in 

autuall,y profitable trade upon which uq incruae in the 

eapecit;r of debtor nationa t.o ..t their obl.igationa to 

u III!Jit lar.-l;r r .. t. . l'rca the point of Yin of facili­

tating a Mtu-t. ot war debt&, a lara• r a ther than a 

..U ?Ill - of intarnatiClll&l truaact.iOIIII 'IIOUld ·- t.o 

be cleeinbla. 

In thb cCDDeoticn, it lhould be ooneidered that the 

adoptiOD of uq p&manlll'lt ...ure •bocl;yi.ng a puuithe 

po11c;r ~rea t.be ~ caretul. and reaponaible conaider.­

Uoo. fhe trade of tb!' -..ld baa alrNd;r euttered grea~ 

troa the etteot.a of po11c1 .. of retali.ation and eounte~ 

ret.aliation adopted b)- MD,T count.riea in one connection or 

another durina tlul peat t• yeara, and countries of wideat 

1nduat.r1al and -rcial intereeta, .ucb ae the United 

stetea, baft belli! -t adftl'a~ affected b)- the d1•1nllhlne 

8p1ra1 ot intemat1Clll&l trade wbicb baa folloncl theM 

ret.aliatcr;r policS.M. In the real.i aation that it would be 

dit!ioult t.o toater :reoowr;r u lena aa the proc•aM of 

trade are nbord1nated to a apirit of a&tul reprial, the 

p.......t. 

211 

Regraded Uclassified



-~-

PI'M&t Ada! nletration hu been direct1Dc ita ettorte 

tonn1 aecNring tor .&aerie&~~ to~ tnda ar-tv 

.t'reedca troa IIXceNi.,. &IICl d1eol'1al.natozy trade 

practioea em tJla part ot t~ 00Witr1•• f he 

a4opticc cc our part at thia t1u ot l.,ulat1011 

d1ecr1ainatinc ap1 nat oertaf.D count.rt .. WOUld be 

incooet.taat witJl the pollc;r 'llbieh we are tl71ng to 

~. 

fbe Gonmunt ot tJla Onited Stat.. 1A ita 

relationa with fo~ B~te will not !aU to 

aetaguanl AaariC&II iAtaNate &IICl to lllpport detiAi te 

.&aerie&~~ rights 1A nuy appropriate w;y, but it hu 

n..,.r been claarer that the aultifttion ot tJla widaat 

cooparau.,. relatiooe 1A wo~ tor aconcme raccmuy 

1a itaelt - ot the ueateat. ot .laeriC&D 1Ateraata. 

SiAoaral,y 1Wn, 

Conlell IIUll 
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s. Rill. 88 

Ill '1'!m SJRA'I'I or 'Dll 1ltfi!'ED 8'r.U'I8 

rehruaJy 1e, 1ea7 

Mr. Lew1a .ulaUh4 tha tollowillc :raaolll'iCIII wb.ioh wa :rat8l'ftc! 

to t ha 0~ Uoo OD Fl*!uoa. 

eOODc:aloe U tor :rao1prooal tradha ot t rac!e botwe., natlODe; 

u.s 

llhe:raae tha:ra exiata 'lllldiaollarpcS ud 'lllladjuned debh due to 

1. 

2. 

a. 

•• 
L-

tho t1dted Stotoa ~ .au011a ot t.ho world 1n ell u:oaedln& 

twalYa b1ll1oll8 ot dolla:ra and, wlth 1Jihr eot and ~--. 

c!ue approeohl.nc tw.,ty-t1.a b1ll1ou ot 4ollar al and 

of u:r port1011 ot u , and 1n MJ11 lnatanoaa repudiate the debt 

and daD:7 t ha obllpUOII , 1a other 1natanoea :ratuae to IJQlal t 

'!he:rato:ra, ba 1 t 

IIIIIOLUD, '!hat DO :raolprooal. h'ado treaty ahould be •41 

batwe• \loa 11nlte4 Stoke ot .-.rioa and u:r naUca wb.ioh, 

balac a c!ebtor to \be 11111 ted Stoke, :ratuHa to JC'f t.ho debt 

or to adjuat the -· or 111llob ropadiateo the 4abt dlle tho 

• 0 

Ua1M4 Stotaa. 
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lla,y l.l, lQ~?. 

To: Secretar.y Morsenthau 

From: Dr. Burgeee 

Treaeur,y bond market waa quiet today with an easier 

tone, and prioee finished lower. Board market quotations 

214 

tor the ehort and intermediate bonda were generally unchanged 

to 1/~2 better up to 2:30 o 1 olock, the long bonda having pre­

viously eaaed ott 2/~2 to 4/32. During the laat halt hour, 

however, eome activity developed which appeared to be mostly 

proteeeional, and quotations throughout the list declined. 

The long bonde finished 3/32 to &/~2 ott trom yesterday; the 

other i eeuee were generally 1/32 to 4/32 down. In the gua:r­

anteed group FFMC bonde closed generally 1/32 to 2/32 better 

on the day and the HOLC bonde were dola'l 3/32 to 5/32. Turn­

over ot Treaeur.y bonde on the Board totaled $1,5G4,000. 

Turnover ot the guaranteed bonde was $554,000. Note aarket 

was steady but at the close the tour longest maturitiea were 

down 1/32. 

Doaeetio bonde were eluggieb all day with only a1nor 

price changee. Second grade bonde were allghtly ott tro• 

yeaterday and high gradea generally held ateady at yaeterday'a 

level. 

Fora1gne ware quiet and there ware no price cbangae 

ot coneaquanca. 

Ho purohaeae tor TreaaU%7 toda1. 
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Uay 11, 1937 

After Ur, Kelly, from the State Department, had left 
the meeting in t he Secretary's offi ce when t hey discueeed 
the Russ ian debt matter, the following conversation took 
place: 

215 

HU.Jr: (To Dr. rete) Herbert, at the reques t ot secre­
tary Hull I have agreed to let the Canadian t hing go t hrough 
because he haa explained it to me that we need every vote at 
the Empi re Conference, but I have alao explained to him, very , 
very carefully, that maybe next week we will come out with 
tax legUlati on and that then he would have t o explain to the 
Canadians how 1n one week we ratify and then t he next week do 
socet hing which oanoele it, · and I said, Are you willing to do 
t hat? and he said he is. 

Dr. Feia: From an account he gave me of hi s talk with 
t he Canadian Uinleter, he said that'a all clear. He eald, 
I pointed out to the U1niater t hat under this t hing both 
Governments are ready to obange their tax statutes at any 
t ime . He eaid, Yes, he knew t hat. 

As a matter of fact, I was go1ng to draw up a new memoran­
dum on the subject in which I agai n r e- emphasize it . Cer­
tainly the Secretary knows that we retained toe freedom to do 
that . certainly he knows that the Treasury is considering 
revisi on of t hat feature of the law. 

HU,Jr: I talked to him QYself for ten minutes. 

\ 
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GROUP Llt~:.TING !.lay 11, l9J7 
9:JJ J- . '1 . 

Pr esent: 

H. • Jr: 

..len : 

H • .J . Jr : 

~c:t : 

il • • Jr: 

lolcR : 

H. I4.Jr: 

Bell : 

i! . !l. Jr: 

14rs lU.otz 
14r . J,!agill 
Mr . Oliphant 
Mr . Gaston 
Mr . Taylor 
Mr. Gibbons 
Dr . Viner 
Mr . Lochhead 
Miss Roche 
l.tr . l:iaas 
Mr . Bell 
llr . llcReynolds 

7fuo ' s got an,ything thfs morning? :.lac, what buve 
you got? 

I have a cnauffeur out there in my room . 

(H .M. Jr unwr~ps o gift) 

See if it ' s silver . 

(Hearty laughter) 

It ' s not silver . Send it back . 

You got a cnauffeur out there? 

U'o-huh . 

O.K. , Re 1ll eet a round to it. 

He can stick around - he ' s got another job now, but 
oe can stick around until ~bout aalf past 11, if 
you can get to him before then . I told him to wait . 
Like for you to see him . 

O.K. 

Dan? 
I bave nothing . I' d like to see you about two minutes 
after tbis meeting . 

Will you s tay? 
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bell: 

a . J . Jr : 

Haas : 

H.U. Jr : 

Haas : 

!:!.!A . Jr: 

Roche: 

H.M. Jr : 

noche : 

H. J.I .Jr : 

Roche : 

H.:i. Jr: 

Yes 

George? 

-2-

I 1ve got these figures ••• 

Go &head . 

... on ea r nings . 

(Hats expla ins "figures t o H. M. Jr. 
at his desk) 

Is that dl? 

That ' s all I have . 

l.liss Roche? 

I think nothing special, sir . 

You and Bell still talking to ea ch other? 

Discussed the weather with me this morning . 

o'lbat? 

He d iscussea the .veather with me . 

Loo~s tough to me this morning . 

Roche : Uon't I? 

J r s !lotz: ~o aoes she . 

• 
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d .M. Jr: That's very good . vo you have to be tough t o dea l 
with Bell? I didn ' t know that . 

rloche : No , I find other methods . 

Bell: l oughness doesn ' t work. 

H.U.Jr: All r ight, I •ll put my money on Miss Roche . 

Bell : ~o will I . 

H. K. Jr: Archie? 
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Lochhead : 

i:i . :A . Jr : 

Wag ill : 

H. '' .Jr: 

liagill : 

H. :.I . Jr : 

r.!•·gill : 

H. :.I . Jr: 

..!a gill : 

llrs Klo t z: 

~agill : 

R. L Jr: 

14rs Klotz: 

lfagill: 

R. M. Jr : 

tieR : 

H. III .Jr: 

llcR : 

Bell: 

218 
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(Nods negatively) 

hs long as what you have told me is happening I 
thilll< you better be here at tnree also - Chin~se . 
~aylor , Chinese AmbasswJor at three; 1 t 1 s official. 
.. anted t o come urul see me at the house, but he ' ll 
see me her e . 

What I am doill!l on appointments - what • s the latest 
thing on ...• {to Uagill) ? 

I talked to him last night . He ' d like to have you 
a t 9 : 30 or 10 to~orrow morning, if possible . 

9: 30 or when? 

Or 10, tomorrow morning . 

tiell, woy not say 10 o • clock? 

10 o 1 clock tomorrow morning? 

Yes 

Would you a sk Ur . Kieley t o call him? 

Is that .¥ednesday? 

<lednesday, yes . 

(To Kieley) Tell Ur . Helvering I•ll see his croup 
at lJ tomorrow, end where I should aeet him, please . 

Thought he said they wouldn't get together until 
ihursday . 

Be found out ttiey 're here and be bad pla nned that the 
Secretary speak in the afternoon - Wednesday s fternoon . 

\/by not come down t o this 196}? 38 . 

You can get them in there . 

You fix it up, Uac, and have them down there . At 10 . 

10 o 'clock, down her e . 

Take tne Budget hearing r oom if you ~ant t o - e nice 

rooo downstairs . 
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It ' s a little bigger, if you' d r a ther - not quite so 
cro~Yded . 

But t hey might reel chilled there . 

Maybe do them good . 

Nell, Mac , you put t hem in nn u~propriate room, huh? 

There ' s & nice room around there, and plenty of 
chairs . 

All right . lhan4 you. Huh? 

Yes . 

I mean i t would save me going out of the building . 
What? By tha t ti.me th ey may be sober , 

And who - Lnybody got nnything for me to say t o 
them, or should I .... 

Sure, you c an speak on the spur of the moment . 

I just leave it to you . 

I • ve got a .••.• 

Give me something . 

All right . Got a lot of figures . ~/ant sooe figures? 

lio . 

t:o , I •o. r ather see him just talk t o them . 

O. tC 

Tney •l.L enjoy it . Ke •ll probably tell them .•• 

A good story . 

He ' ll probably tell them something that, if you 
put it on paper , he might hesitate to s ay; you 
never can tell. 

So l don' t need to write anything . 
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No, I think he ought to Just talk to them. It ' s 
only a few minutes and they ' re Just our boys, these 
~gents in charge . He knows Nhat they 're doing . 
1hey 111 get a bi£ kick out of it . 

All t' ight. 

And t hey ' re nice boys . 

Anything else, Wi ss Rocne? 

No, sir . I thought tilt t 
read so~etn!ng to them . 
said to t hem. 

Archie? 

Nothing . 

Viner? 

Nothing . 

would be grand, not to 
People like to have t hings 

Well then, tllere is no r eason . • . . Now we •ve got­
I've shli'ted on my plonll for Heanesday, E. nd I could 
see brazil t omorrow at three o •clock - Wednesday . 

I • 11 get hold of t hem t llrough 'Yelles, then. 

Yes 

I thi~~ he m~y want t o come the firs t time; I don ' t 
~£no.- . 

Yes 

Three o • clock tt1en. 

Yes. o'lill you let Mrs . Klotz know if it's O.K. 

You (Viner) want t o see me t his morning? 

No. 

(/ell , after Bell gets through I 1d like to s ee you. 

All right. 
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rle says he onl y needs a couple minutes, so would 
you mind 1ve i ting? 

Di d you (Gibbons) rood "Tom J eff"? 
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I got it l as t evening . Haven ' t had a chMce to r ead 
i t . That won ' t make uny difference whatever . 

I •m warning you now . You don• t know 1vht t he says . 

I know - well , as f er as personnel, a s ffr as wipine 
out a lot of jobs , Wac and I lulve been over tha t; 
we •ve decided tnat . 

Has Ballinger made e start on the Bureau nere? 

Yes . 

Have you r eed Harper ' s -April issue or Harper's? 

bbout ~ustoms? No . I ' ve read two others . 

The one in April rlarper 1 s? 

No . 

{Banding Harper ' s t o Magill) 
and t hen g ive it back to me . 

Give it to him (Gibbons) 
It cost 35 cents . 

I told Jake a tip yesterday . I got a tip Stturday 
nignt t ne t two member s of t he Supre~e Court tre going 
to r esign, ~na I s ee it made the front page of this 
morning ' s Times . 

So t hat • s ~vhere tne Times got it f r om. 

1hat ' s where they got it from . 

I reaa two of these . One of these is wri tten by a 
Customs employee . 

This one . 

I 've sent a memorandum to try and disclose that 
individual, end I think we ought to pin a medal on 
n.im because I thought it was a very good thine . I 
want to find out ; ~hoover did that did a very 
intelligent job . 
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Well, he ' s not entirely right . 

Incidentally, Mac, he says something about ••• • 

(Flowers arrive !'or B. I4 . Jr 
from 9: 30 g roup) 

Oh, very nice; t hank you very much. 
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Completely obliterated now; talking behind the hedge . 

It saves your eyes , a ll of you . O. K. 

No, Mac , in tha t a rticle he makes a statement t bat 
tte build the number of houses houses nave a 
number of r ooms accoraing to toe size of imports and 
exports . Now, I personally t&ke an interest in 
having a lot of houses built on a Customs frontier 
and that's why I •a like to know whether that' s the 
way tney build t heir houses or not . 

It is not the way . 

What? 

It is not. Yes, I 've r e8d the ar; i cles . 

•lell, perfectly s er iously , t aKe it over and let 
Balli nger write on answer ; • •11 put my name to i t . 

Not a b&ci i dea . 

Give the public a chance to know what the facts are. 
Yes , I may write one for Harper' s end I 1ll s i gn my 
name. Because ne •s all wrong . I mean there is some 
truth in it, but t hat .••. Think ebout it, see? Vlhat? 

//ell , where the thing fir s t originated - the original 
story was a man who criticized the Customs, and just 
captious and cavilling about ever ything, and this 
fe llow answered 1 t. 

Yes, but be ••• I r ead the thing; I don' t think it's 
so hot . I don' t think it is par ticula rly fair. 
It ' s good t o have the discussion. O.K. 

Wayne? 
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3 : 15 tbis afternoon, tbe first meeting wi th Eccle~? 

Eccles . 

Yes . Now, Ros has got some things tha t we were 
talking about yesterday on t axation. You r emember 
you &.sked us t o . 

Yes . :/ell, I 'a r a ther not t ake it up in &. general 
discussion . ·lhen you are ready, J. td r a ther talK 
with you people 11ho are honciling 1t . J.re you going 
t o do it in tne for~ of a letter or ... 

I thia~ you c ould do it on t he telephone, don't you? 

(Nods ye:~) 

uon 1 t need t o have t memorandum . 

He called me to nave - t o nold it up . 

I think telephone is ~he way to •.•. 

Who wil l phone him? 

You t alked t o him before . 

All right . 

To bot:h Key Pittman &nd Hull. 

All r ight, I ' ll call hie. 

O.K. 

I 1 11 call Hull. 

Do you (Olipnant:) tmo>~ what they ' r e doill8? 

Bolding up the ratificat t on of the Canadian treaty . 

Well, we 're complying with Mr . Hull ' s re4ues t; we •re 
Just complying a week or ten days l onger - Just con­
tinuing t o hold i t. 

Herbert? 
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Nothing . 

I want three half-minutes right af t er this meeting 
to clear the contempt t hing . 

Contempt? 

This Chicago contempt thi ng . 

Yellowley will be here at 2: 45 . 

••ell, Bell as~<ed first . Will you let Bell have two 
minutes, if you don 't mind? 

Yes, sir . 

Is that all? 

Tha t ' s all. 

'l'he fi r s t meetintt i s s t arting this afternoon of the 
Joint Co!llllli t ~ee from tne General Counsel • s office l;nd 
from ~he Board of Tax hppeals to r evise ana improve 
the rules of the Board of 1ax Appeals . I tnink it 
would be worth while to give out some kind of 11. story 
on it, but I expect it 'NOuld be advisable to give it 
out through Cnai rmsn Black. I don ' t t hink Chairman 
Black yet KnOWS ~t it ' s all about, although I ' ve 
t alked t o nim three or f our t imes about it, but with 
pr oper pro~pting from ~r . Gaston and myself I t hi~ he 
woula finn out ,,lu. t toe significance of the meeting is . 

I t ell you wha t I ' ll do; I' ll leave it to the three 
of you t o see t o it, as long as it ' s a meeting with 
the General Counsel ' s office • 

No . 

Oh, that ' s wha t you s aid . 

No, i t ' s been a process of getti ng such a Board to 
designate .• • 

But you said t hey 're going t o mee t Rith t ne General 
Counsel ' s office . 

No, it ' s a Joint Co~ittee consisting of tne threo 
members of the Board and two members designated from 
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the General Counsel ' a ot'fice, plus an additional 
man th8 t ::e have . 

Well , I still say, es long as 'Nould the tnree 
of you (Magill, Ot:l.pnant, Gaston)? 

Yes, that ' s a good idea . 

Just write e litt le release und then nave our 
member of the ~ommitteo or Ros slip it to Black . 

'//ell , a nyway , if the tnree - •:ill the tnree of you 
dec i de? 

I think ~nat I ' m inter es t ed in is no t merely let~ing 
it be known tht. t we are doing such c: t ning ~:s this, 
but I think it would be well to invite members of tne 
Bar to s ubmit suggestions, because there ' s been & lot 
of criticism of tlle Boar d procedure and tney might as 
well come in and tell their story . 

But whatever the thr ee of you decide to do . 

All right . 

I have the second report from tnis committee on t ne 
income t ax f orm, so th!lt ,,e now nave recom'llendations 
as to the tNo forms usea by individua l taxp~yers . 
I • ve got to go over them some.1hat in ay O'An office, 
but I thi~ ~ithin o Meek we 1 1 . have s ome r ecommenda­
tions as t o ~a t tno for ms shoula be. 

Is that all? 

I'm working on tha t wittmolding proposition of non­
resident aliens . I ' ve talked to Viner about it ~nd 
talked to the otners who have been speaking about i t: 

•\ell t hen, as soon as we get a long, I 1vant a meeting 
1vith everybody who ' s concerned. 

I• ll try to see the others toaay. 

O. K. 
Nell now, Bell, and then Oliphant, and then Viner . 
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Hello 

Secretary Hull. 

Hello . 

Hello Cordell. 

llay ll, 1937 . 
9:56 a .m. 

.I ell now are you feeling? o'lben di d you g et back? 

I got back yester day . 

Good for you. 

How · are you? 

bine . 
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The only trouble with a week ' s vacation, it makes you 
feel like talting another one . 

Yes, I ' ve been here four months without catching my 
breath but I - I 1m differently situated from you. 

Ah - ~ called you up on a couple of things. In the 
fir s t place , on this Canadian Treaty on the 5% tax, 
you know . 

Yes, they •re bucking and snorting and dem6nd1ng t ha t 1t 
go tnro~h and I don ' t see ho~ we can keep it back~ter 
the - it s gone as f ar as it has wi th the President 
sending it over to the Senate you ~ow and everything ••• 

Vi ell •••. 

••• • • • and r eported out of the Committee . 

Here ' s - here ' s what - have you got a couple of minutes? 

Yes . 

hh - I understand through - ah - Taylor and Magill 
t alking to Fei s • • •• 

Yes . 
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They ' ve infor med you that Re 1 r e about r eady to make 
recomoendations on this "hot money ." I underst and 
that Feis has t old you 11hat 1t was . 

1'/ell it ' s about lncr ousing export - increasing t axes 
on non-resident aliens ' income - on non- residents • 
income . 

Yes, raising it maybe 30 to 3 5% . •. .. • • 

Xes . 

•.••• but if tney 1 11 r H e a r eturn t hen we •ll treat 
them the same L S our own citizens - nello -

Yes . 

llo'A' 1f ,:;e go ~:.bead ,,1th tnr. t immedi ately woul d you 
want t o agree to tnis Cans dian thing and then say 
one week later come al ong with t he other thing? 

Well now I sai d tha t to the ldinister who came in 
her e yesterday Just snorting and right now we ' ve 
got Canada set again over in the London Conference ••• • • 

Yes • 

.•..•. pr obably casting- r esay t o cast the deciding 
vote . •••. 

Yes • 

•• • •• ~ne Britisn ~pire all clong tne line • •••• 

Yes . 
••• and right when that ' s done he comes in end insists 
on this . o'lell I told him that we o'lere not going to atop 
until we got rid of every aiscriminatory r elati onship, 
even that with Cuba . 

Xes . 
I said , •Of course this thi ng can be abandoned any 
day or the next day by either gover nment i f i t wants 
to - chunge it' s t~x rate" and he sai d, •Yes, tha t ' s 
t r ue . • Uell no•11 I thought, in view of that - it will 
take some ~eeks you know to g et through your legi slati on . 

Regraded Uclassified



B.li .Jr : 

H: 

H. J.I . Jt" : 

H: 

B: 

!Lil. . h : 

B: 

B. M. Jr : 

li : 

H.!t. Jr: 

B: 

H. M. Jr: 

H: 

I! .ll. Jl" : 

S: 

li.li . Jr: 

228 

- 3 -

Yes . 

An - and witn t he London High Tt"eaty situation. 

I see . llell , of course, what I ' m calling up for 
i s - I mean we - ·we cooperated by answering . 

Yes , I i ndicat ed to him that we might , any t i me 
later , change our t ax si tuvtion or our poli cy because 
~e wer en' t satisfied wi th t his at all but t hat it had 
gone so f ar we didn ' t want tnem to reel t hat we were -
wet"e running out on tnem after t heir Parliament had 
adopted it and we had held ourselves out as 

~I ell, it won't be el!lbart"ossing to you if - ah - say 
next week - the President should decide to send a 
message up on the ••• •. ••• 

No, that ' s- that's another proposition .••••. 

Well that would supersede ..•••••. 

Yes . 

•• ••. •• • . . -that would have t o supet"sede the 
Canadien t hing . 

Yes , but it •~tould be a broad world proposition end 
they wouldn ' t reel that you•r e striking so specially 
at them I don ' t think . 

I see . 
At any rate - an - ah - if Ne could drop this through 
they ' d have less cause for complaint at anything we 
do later . 

You - you reel confident of t hat? 

Ah - tha t ' s the way it - that ' s the impression I 
got from t his fellow . You see, I put him off for 
a while on the idea that we were goi ng to work out 
some br oader policy and they 1t"e ver y i nsi stent -
I think any difficulty .••.••• 

You' re counting on t heir - their vote over there . 

Yes, we ' re noplng for lt. 

I see . 
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• hey - t hey occupy the Key position in the British 
tmpire on this - this whole situution. 

Supposing the President says, "All right now flenry 
·go ahead wi th t his t ax on aliens next week" ~ ah ••• : •• 

Well tbat would - it would be better even then -
even then it would be better that this should go 
through now so t hey couldn ' t sey th~t we r an out on 
them . 

.out I oean 
"Well , one 
another . " 

what 
'lleek 
Tnat 

I ~s just saying - they wouldn ' t soy, 
you do one thi ng and next Heek you do 
wouldn ' t bother you any? 

/tell t ney .rno.v - ! t.ola him ena kept reminding him 
Re should - aecidea to caange it the next day i f tt 
wanted to . 

//ell if you 're satist'ied . •tell do you mind when I 
t alk t o Key Pittm&n telling hi m tha t I under stand you 
want me t o tell him to go ahead Nith it . 

Yes, that ' s about - they ' r e going to feel e. little 
hurt if we don ' t . I • •.•. 

All right . ,\ell now, Cordell , 1f I tell Key Pittman 
t his you have no objec~ion to my telling him though 
t hat within & 'lleek or ten days we may have some -
broad legislation on "hot coney" cover ing tne whole 
situation . 

Yes, you can tell him anything, of course, you think 
edvisable - ah - the only thing - I' d tell him that 
this has gone so far thLt we CGn ' t - e ach government 
knows it can be cnanged by the other next day as per 
r !ltificat1on 1f it 1v~nts ; tha t the Canadians a r e 
i nsisting on it being r a tified and that they are in 
a very pivotal positi on a t London in matters we 're 
interested in and vte thi nk tba t that will r a tify it -
ah - and that can go on next Neek or any time .. .. 

Now the other thing - ah - I wonder it it would be 
agreeable to you i f Feis eould come over here end -
be's told you what ~e •re tryi ng t o do with the Russians -
and if be could explain t o me just what the status or 
t be Russian- oi' our debt situation •• • • 

Yes - yes , he can do that. 
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I mean I ' a like to post myself on th~t . 

Yes , he can give you everything . 

Ah - I wonaer if he ' d be fr ee a r ound 11 . 

I - I - yes , a nd 1f he 'd .vant t o - I mean l ' d like 
to know just wh~ot that otctus is and then t ll2 t - ah -
I may went to make a suggesti on . 

Yes , all r i ght, 1 111 be mignty glad t o . 

Is that all r i ght - is t hat all r ight with you7 

Be mighty gl~d t o . 

'1/elJ. now may I ask -~:< s I under s tar.ti it - I cea.n jU3 t 
from the gossip a round t ha t is more or l e ss a t a 
standstill right now, isn' t it7 

The Russian - ah - the debt matter ? 

Yes . 

Yes , t he whole debt metter has been in the bench 
for a year and a h~lf . 

1/ell t hen it' s - it ' s all right- at least t o post 
myself on it anyway . 

Yes s ir, be delighted . 

Thank you v ery much. 

All r ight, Henry , I ' m glaa you• re back . 

Thank you . 

Operat or. 

I just want t o s ay I ' m t hrough t alking t o Cor dell 
Hull end i t ' s five minutes past ten. 

All right. 
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H. !.I.Jr : Bello 

K&J ll, 1937. 
10 112 a .a. 

Oper ator : Senator Pitman i s out or town until Thursday . 

H. ll.J r : 

0 : 

H. L! .Jr: 

0 : 

H.•J.J r : 

0 : 

H. M.Jr : 

Leave word I called. 

All r i ght. 

And tell Kr . Bu.ll - ah - ah - tell Mr. McBride, 1n 
Mr . Hull ' s off ice, t hat I call ed up Senat or Pittman 
and he ' s out until Thursday. 

All right . 

Tel l that to Yr . McBride . 

Yes, I will. 

Thank you. 

... 
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t.&NiaaUGD P"-'>1.7 W be .... b;r the loud ot tu 

Appeal&. 

!M •V:r of a plea ot ao~ -t.eadeN _, L L lalt.b W 

- ot the--- fit \be llldl....,, aoc1 • • tialua.l .. 

w all \be .U..n. 
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1M .... \ar7 of \be f.fi.N-I"'f) 2 

aOI&ld ULI.o ottor ot aot.U..t. lNo •-pW a o•pl.a~ o\a"-\ 
of too\a IIDd \be oii'CNMt.u- cr-u& 011t. ot t.be \nuao\1011 ..wA lNo 

ada 1a opeo owrt oo \bat. t.be IWip debt. M 111 a ,._1\lOD t.o dat.or.iAo 

wbat. tl&rUier ..-tUft ao\1011 lbOIIl.d 'llo rt.tW 1QIOil aid eattll. Ill tb&t. 

_,, aed 1D aaudwoo w1tb OIU" ~ pollq, \bo ro•wr-t. wooald Mira 

no Nl dation •• t.o \be leiiJ...,cy or H•utv of .... t.weo. !hen -.1d 

abo be ~t.W t.o tba C.Vt. t.be qUMt.1on ot the propriev or •-pt.lDC 

\be otter ot M\U..t.. 

U I ta-.,..t. JOV letter oouoot.q, 1t. i o JOV now t.bet. \Ma 

or u;, ot.ber otfor ot oot.u.-t. .~ lNo Njeot..d ODd that. t.ba - aboulcl 

lNo pnaMd tor t.rial. ':".i qoaoat.loa of pollOJ 11 t.berefore 1Dwobod ftieh 

attM\a DOt. oal,y t.M ilaat.ant. - but. ot.bor ut.\ara or a ..nlltar ut.un 
~.,.t. tr• 1o1M t.o Uoo artoo. I abaU t.beraforo, u 7ou' .UUO.t., I'OCIUNt. 

t.be PrNU.t. t.o afford u •• oppot Qattr t.o d1aou .. the •t.t.r ri\b b1a oo 

t.bat. .. .q baft \be "-aftt. ot bU n..a. · I abaU adYioa )'011 ....., ~ 

• _, ..... 1111 be &l't'&Diod• 

03VI303f1 

~eer -a YAM 

__.o ~1 

'~'""'"' <tboV olt lo o>lliO 

':J l'iVA e .,, ~ OS 

.c "' . _, ... •, 
C:.t Cf 

2~ 4 
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FOR I IIIJE)lATE I!ELUSl!:, 
TuocdA1, May 11 , 1~37. 

!l"chinf,"ton 

PrcoO ~orv1eo 
11o . 1<>-25 
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Eugene Black, Chnircnn of ~e United Stat•~ BoArd of T~ A~G, Announcod 
• 

todt\y that a!" tor concul tl\tlon wit!> Rocwell llegill , Under Zecretary, and l!eraan 

Oliphant , General Councel of the 'l'reacucy, he had appointed three membor o or 

tho Board to uerve with tl~oo mombor o of the otaff of tho Chief Counoo1 of tho 

Bureau of I nterllP.l Revenue ao a Joint ccmmi tteo to conoider t he rulon and pr ocedure 

of tho Bo!U"d r.ith the object of oaking reco:mendationo whi~ wo~d recult in 

expcditin~ the d1opooit1on of tax caoeo pending before the Board. 

The g:ember o of the ccmm1ttoe , which hold ita tiret meeting tOdliJ', nro LoiJIUI 

ll9rric, J . Ecle.ar Murdock , and C. Ro~~· Arundell of tho Bonrd, (Uld R>.tcooll !lynn, 

P. C. AlcxAAder and !:tM1oy 0\Jrroy of the Chief Oounoo1 1 c ofoice •. Ur, IAorrin wno 

cloctod Chairman and Ur . ~roy, Secretary of tho Joint c~~ittec , 

Between five and oix thou~d e3seo involvins aocorted deficiencioo ar e tikan 

to the Board on a))'PI!el p.nnlllllly, Ex!>erience baa W.own t hat the numb!'r "hich the 

Board can hear and decide on the ~rit"' io app~oxi~tely 1600 a year . I n apito of 

determined effor ta in r ecent ye~rn to r educe tho number of pendi ng c~oeo by 

negoti~tion nn6 agreement th~ Board on J anuary 31 , 1937, hed pcn~ing 8, 644 caooo 

ropreocnting aooerted dcf1c1~nc1ea in the nmount of $5C6,coo, ooo. The number of 

pending canon hac been oubot.nnt1t<l1y re~ed in recent ye&ro. At the e'td o! the 

!local year 1928 ther e were 21 ,639 cAoes pending. 7our yearo later t ho number or 

caoco pending wao 18 , 937, and ther e wore 16, 5C2 e~oeo pending o r. June 30, 1933. 

The r eduction hao been acoomp11ohed through the o!forto o! the Bonrd in cooperation 

with t~e General Oounoel of tho Tree3ur:t Depar tment l\lld the C~ief Counoo1 of the 

Bureau. 
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The Co=olttee will examine the st~tutoa relating to proceedlng3 betoro the 

Board and ol eo the rules and general procedure or the Board, It is hoped to 

reduce oubotentiell~ the number of cacec requiring hnaringo by cauoing agreement 

ond ctipulntion eo to !actc i n a greoter.numbor ot cnaes and by other chongoc in 

procedure which ~ill expedite aettlemont, 

Chnirman Block announced that he hoped the Committee ttould be able to obtain 

~toriAl ncoiotanco.in itc ~ork !roc attorne~a who nppePJ before the Bonrd in 

behalf or t~crc, Be invited attorn~s rnd tnxprycro to ~Xb~t cuggnst!ona 

rel~tins to the BOArd1 o procedure to him tor trrnaoiocion to the Committee, 

0~0 
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TREASURY DEPARTMENT 

The saoretarr 

llr. '!'aylor 

lfifftR O ,.,C. C:OUWU NIC:A TION 

DATC YA)' ll, 111:17 

Duri~g our di acuea i on tbia morning you decided tbet the Treeaurr 

would iseue no requaata to the RFC to purcbaae pratarred atocta in naw 

banta which ware nei tber national banks nor a tate banka 1118mbara or tba 

l"ederal ReeeMa eyate ... 

You alao decided tbet U would be desirable to traneter the 

BU;l.,rTlaion or Building and Loan Aaaociationa in tbe Dlatrlct to t ile 
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11on1e Loan Bank Board. I 41acueeed thla aecond propoaal w1 tb the Collptroller 

ot the Currency and be 1a g1tlng the ,...tter turther conalderation, Be 11 

oppoHd to 1 t on rotther unueual grounda, but it mar be tbat attar thinking 

i t OYer be will come to a 41trerent concluaion. 

Ton aleo decided that the Poatal S&Tin&a arat .. should re&in u 

1a, and tbet the raOCI!D8ndatloD or the .&.rloan Bankers Association ohould 

be reported on negati..,.l)'. 
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TREASURY DEPARTMENT 238 
INTEft O""CC COMWUHICATtON 

DATO MAY I I 1937 

To Secretary llorgenthau 

now Benoan Oliphant 

For your information -
Re1 Coconut OU Tax Pq~~enta 

to the PhUiwinea. 

You w1ll recall that Section 6o2i or the Rnenue Act or 19)4 

levied a tax on the first do~~~estic procesain& or coconut oU, with the 

proviso that all taxea collected on Philippine products should be kept 

in a separate tund and paid to the Philippine treaBU%'7. Such pqmenta 

were to stop U at a:n:r time the Phillppina pern.ent pl"'OY!ded for a 

subsidy on copra, coconut oU, or allied products , 

lfo pe,yments were IIAde to the Pbillppinee under this pl"'OY!aiOD 

beceuse , untU l6.St llonclay, litiga tion of one sort or another has been 

pending with the rel!ultant poaaibillw that the taxea collected might han 

to be retunded, Last l!ond~ (Yay 4) the Supreme Court decided tin~ 

that the section waa constitutional, both aa to the taxes lev1ed and as to 

the ~nt to the Phillppinea. In the ""antime, aboost fift;y m1111on dol­

lars has aCCill!lulated in the special tund, 

A luap BUill pey~~ent to the Pbillppinee at this tiM, of the total 

ar.x>unt in the fmd, would not onl¥ require a caah pqunt PlOUDting to the 

important figure mentioned , but raises the question mather the oricinal 

congroaaional 1ntent.ion can now be carried out. It was evident17 contem­

plated that 8ll etfectin check against the forbidden auheidy would rel!ult 

trom the provision that p8Y'D8Dts were to cease U at en:y tiM this condi­

tion were not complied with. Had p~ents been made in comporativ~ amall 

amounts at periodic intervale, which is whet must have been contemplated by 

Congreee, a Tery clitterent aituat.ion would haTe existed troa that now pre­

aentl where all or the. p8Y'D8Dta acCUIIulated since the pasasce or the J.ct 

would be paid 1n a luap 8\111 at one tiM, 

I uodarstand that the special COTel'DIIBDtal oo.ittee appointed to 

consider Torioua Pbillppine proble~~a 1a world.ng on a plan whereby the PhU­

ippine Lecislature w1ll dedicate the tunda in question to some special pro­

grBII auch aa 18lld ut111aation, rana tenancy and education, but that thia 

progrea has not yet bMD fonulated end probably cannot be effectuated uo­

tU next fall or winter. lla are looldnc into the question or whether we 

shall need turtber le&ialation to be .ure that the Treasury can retain 

these fmda untU tbia plan goea into effect. 

In the •antime, we have rece1Ted a letter troa Preaident Que1011, 

copy ot which 1a attached , which will enable ue to keep the account in ita 

present condition at least uotU he r e turns rro. Europe at the end ot thia 

IIIODtho 
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hfALACANAN PALACE 
NAN ILA 

Til£ AMBASSADOR HOTEL 
IIEII IORJt CITY 

April <6th 
1 9 3 7 

Retereaoe 1s •de to ,.rior correapondeoce on be­
halt ot the Oo·oeriiMnt ot the Co11110nwealth of the Pb.Uip­
pines, tba latut l atter bedlli eddreaaed to you on Deceaber 
19, 1936, by the Honorable Quintin Paredes in connection 
with cocoanut oil taX P&)'Mnts to the Phill:>,>ine Trusury 
UDder Section 602t ot the Ren~~o~a Act or 19)4. 

I aa at the present ti• conte..,laUDi action 
looldll& tOti&J'd the depoei t in the Dalla or the Treasllr)' or 
the Ph1ll;>p1 ... Co~aealtb ot aey such pa)'Mbts with the 
Secret.ary ot the TrMaUZ')' or the 0111 ted Sta tea pursuant t o 
the Act or JUDe 11, 19)4, 48 Stat. 929 (o.s.c. Title 48, 
Sec . 1157), and Act 4128 or the Tenth Philip;>ine Legisla­
ture a pproYed October 15, 19.34. Inaswch as I aa goilli to 
!:Urape i n a t aw daya and rill not return to tbe Ulli ted Sta­
tes until the and or II&¥ I requut that aQY f'wlds tha t • Y 
ba due and aY&ilable tor P&TMnt to the Phill~,..ine Covern­
aent purauaDt to the abon-aentioned Act be held '!~~u1 q'iq 
until -:1 return. Iou ay C:OIISider this letter to be in lieu 
ot ;>rior corrupondance above referred to. 

the Bo110NIIle 
the 8eoret1117 or Ule !NUUJ7 
(ftro .... tile IIDIIIINIIla 
the Seom&JJ ot War 
-.l..,wa, JIO) 

Very truly yours, 

PRESIDOO 01 THE PHIL.li'i'IIIES 
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TREASURY DEPARTMENT 

IN~ O l'f'1Ca COMMUN ICATION 

Secret&r,y Morgenthau 

Hernan Oliphtlnt 

For Action -

..... MAY I ! 1937 

As you know, I sent llr. Forrest of the Lega.l Staff of the 
AJ.cobol Tax Oni t to Chicego to investigate tho legal phases of the 
contempt charge brought by Mr. lgoe agllinst Mr. Y~tllowley and llr. 
l'laker. From his investigation the following ie clear: 

Yellowle;y and Baker conferred with llr, Eoketone, foreman of 
the Grand Jury, at Yellowle;y' s request in Yellowle;y' s rooa in the 
Congre~s Hotel in Cbicaeo, at 7:30 to 10:00 on April 21, 1937. Prior 
to this ti.JIIe , et the request of llr. Fckatone, llr. Baker had had thrM 
conferences wi tb the forellllll at which conference a the proceedings of 
the Grand Jur;y were senera.ll;y discussed, and at which Baker prol!lpted 
the foreman as to the line of investigation and as to what f acte should 
be brought out to defend the position of the Alcohol Tax Unit. At the 
conference bet~een Eckstone , Yellowley and Bakor, it appears from both 
l!aker ' s and Yellowley' s statement that the only matter pertaining to the 
Grand Jury that was discussed was the fact that "there were two ractiona 
in Yellowley1 s office not pulling together. • 

It appears further that llr. Gr aves WIB in Chicago at the tilDe 
of tha meetin& and was asked by Yellowley to attend the same; that 11r. 
Graves cl1d not attend the meeting , although it was helcl with hia lc:nowl­
edgc but not at hie direction. 

I f this Grand Jur;y bad jurisdiction to investigate the matter 
which Yellowley and Baker discUssed with tho foreman, then there ie 
no question tbst the !'acts are sufficient upon which to base an order 
or contempt and that undor tha decisions that tho conduct or Yellowley 

and Baker were conte-ptuous. 

On the forego:I.J>e facts, I should 1il<e your approval to proceed 

as .follows: 

1. To prepare for Yellowley end Baker their 6IISWers and 
supportin& affidavits, setting out ~ and tranl<lT 
all the facts, pointing out that thia Grand Jur;y did 
not bave jurisdiction to investigate the operation of 
an adllinietrative department of the Federal GovertuiSnt, 
and hence discussing such operation with tbe foremen 
is not a contempt, and, finally, acknowledging to the 
Court tb.a t their conduct .-as improper e:tJTW&;r and apolo­
gir;ing ~ and frankly tor it. 
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2. fo prepare ~or 7f1Gr ~tw• a lnt.r wllich llr. l'on..-t 
w1ll bazl4 to .Tude• WUbr•oe at tile bearlac, •tatuc tllat 
~ MD acted withoat 7aar couat or lalowleclge, tllat 
7011 dbappron tlleir colldllct whether or DOt a tedmical 
OODtellpt, aJ14 -- U opportaitT to diN't'OW it 011 
bebal~ ~ 7aarsaU all4 tbe ~. 
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lla.Y 11, lQ~? 

ll a. m. 

Present.: 

Dr. Fe1a 
Ltr. Kell.y, State Department. 
Mr . Te.ylor 
Dr. Viner 
)(ra. Klotz 

RW.Jr: I will address ~eelt t o the State Depart.ment . 
What I would like i s to have someone from the State Depart­
ment bring me up to date as to the status or the so-called 
Russian debt to t.be United States. 

Ur. Kell:: The governmental debt.? 

RJ.I ,Jr: Right.. 
Mr. KelbY: There has nothing been done about. that. since 

Mr. L8tvinov was here. Subsequent developments regarding 
lump sum settlement tell t.nrough. 
~: I was there and I have tried to rerreeh ~ mem­

ory iiiQI want you to help me. In the t!rst. place, was 
there ever anythtns put on paper? The upper and lower l1Rit.7 

Mr. Kell:: Tnere was a Qent.lemen'e Agreement. 

RW.Jr: What was the Gentlemen's Agreement? 
" Ltr Kel1Y: There was a provision that in return tor a 

loan (tnat was the word used) by the United States or ita 
Nationals, the soviet Government. would agree to pay, through 
additional interest on the loan, a eum t.ot.altns at leaet 
$75,000,000. Then Mr. Lat.vinov added on to that, rurther 
down, that while he thought thAt. wae fair , if the President 
thought that waa 1neuttic1ent he would be willing to recom­
mend tloo,ooo,ooo. we, at the time, I t hink, had been 
talking $15?,000,000 · 

RW~Jr : I could not re111e11ber whether it was Sl25,000,000 
or $l ,000,000. 
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Kr. ICellY: I think we had been talltins $150,000,000. 

HU,Jr: Do you remember? Any recorda on that? 

Ur. Kelly: I forget on tbat one point, 

Rll,Jr: Would you mind &1.\pplying that to me? 

Kr, Kel~v: I have a copy or t he or1ginal Gentlemen's 
Agreement in ~ ea!e in my o!!ice. 

~: The only part I am int.ereet.ed 1n 18 the debt 
eettieiiierit . 

Kr. Kelly: The minimum wae $75 , 000,000. 

HM,Jr : I thought the President eaid $125, 000, 000, but 
Litv1nov said we would eplit the di!terence. 

Kr, Kelly: I think Litvincv eaid $100, 000, 000. 

HY.Jr: Would you mind? I would like to have that. 
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Kr, Kelly: They mentioned $75,000,000 and Litvinov added 
on that it the President thinks that inadequate he would be 
willing to recommend $100,000,000 , but I know $100,000,000 
was under what we were asking tor at the time. 

fiM,Jr : That wae not put on paper? 

l(r, Kelly: Yea, that's on paper. That's the confiden­
tial agreement, ini t ialed by Litvinov and the President. 
That's the Gentlemen's Agreement. 

HU.Jr: I would like to have a copy or that . 

Mr· Xelly: Then, in later dieoueeione regarding settle­
ment, we agreed at one time there was some .•..... 

~: Kay I interrupt you. I would like to have a 
copy~hat document Just as it a!tecta the debt. 

l(r, Xelly: That deale solelY with that. or course, 
this money was considered •• a lump eum settlement o! all 
cl&ime both public and private. 

ffiM.Jr: I did not under1tand that. 
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Ur. Kelty: Yea. At t.hat time I know it w&s more or 
lees understood, I mean that most or that would go to private 
clsllll&llts. 

HK.Jr: The recent deoision or the Supreme court, does 
that attect 

ur. Kelty; The recent decision ot the Supreme Court up­
holds aes~ent -- the Russians in addition assigned to t he 
United States all their a1sets in the United States. we 
did that tor two purposes, t1rst , to eliminate the Russians 
entirelY trom any possibility ot destroying settlement made 
at the time ot non-recognition. You see, recognition 1& 
retroactive and i t they did not assign t hls to us and agree 
at the same tillle not t o initiate any new leg1Blation or judi­
cial action they could come into our Courts and upset these 
agreements , eo they assigned to us all the assets in this 
country. How much that would amount to, I don't know; we 
figured at one time it might rsaoh $10,000,000,000 or 
Sl2,000, 000,000. 

pr, v lner: Did we assume t heir obligations? 

Kr. Kelty: No. 

pr. Vlner: So who gets the proceeds or the aseet st 

Mr. Kel1Y: We do. It' s being put in the Special Fund 
in the Treasury t o be held until we reaoh final s ettlement 
with the Ruuians. The Russ i ans would have contributed 
this $120,000,000 or $125,000,000 additional t o th1B money 
tor settlement ot claice. 

HM.Jr: In this Agreement does it state about interest 

rates? 

Hr. Kelty: No. GenerallY, but no particular amounts. 

HK,Jr: But the whole thlng 11 1n that Agreement? 

Kr. Kelty: Yea . 

pr. Vi ner: Is that assignment also 1n the Agreement? 

llr. !Cel1Y: No. That ' s a publUhed dooument. Separate. 
That was an exchange ot letters with the President. 
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HK.Jr: Bu~ ~his thing I am aaktng tor has never been 
published? 

Kr. Kel1Y: No; that's hignlY secret. 

pr, Fe1e: The exact termo ot the Agreement are hignlY 
secret. The tact ~na~ ~here is an Agreement was published 
in the press at that time. 

fiU.Jr : But ~ha~ was to be nett We had certain claims 
and the Ruse1ans clai med they had olaima against us. 

Kr. Kel1Y: Tney had claims against us. 

pr. Vlner: 51ber1a? 
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Kr. Kel1Y: No, Siberia they waived. They waived all 
ot Siberia. They would not wave Archangel, al~hough they 
would not press it, but 1n the Agreement it would be a mutual 
settlement; that is, what t hey would pay to us would be in 
settlement ot all claims, 

HM,Jr: But that's all in t here? 

Kr. KellY: Yes. 
HK.Jr: From the U .me Kr. Li tvlnov lett, what nas happened 

to date? 
Kr. Ke~lY: Atter he lett us, he remained to talk with 

you, remem erl And he had one or two conversations with you, 
but ot oourse they were unwilling to make any settlements, eo 
no~h1ng came ot it. 

KM.Jr: I never talked to him on the debt. 

Kr. Ksl¥e: Di dn't you, once attar the recognition? Be­
cause he re~rred in a letter to ua to a conversation wi~h you 
when we were insisting that they pay interea~ ot ~ or ~. or 
whi ch ~ or ~ would be paid 1nto tnis Fund and he then re­
terred to your conversations where you d1scuesed interest rates, 
but ae I remember he had onlY poae i blY one or two. 

HM.Jr: 
over and I 
which toolt 

I nave r ead my minutes that I kept betore you came 
haven ' t got any~n1ng in my !ilea atter the meeting 
place at Kr . HUl.l ' a ottice when Kr . L1tv1nov w&l 
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preeent - - tbe morning and ar~ernoon aeaa1on. 
I have nothing. 
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From then on 

Mr. Kell,y: A!~er recognition waa given, atter whlob d1p­
lomat1o relatione were eetabl1ahed by exchange o! notes, didn ' t 
Litv1nov see you once a!~er that? 

RK~Jr: I don 't ~blnk eo, because at~er ~ha~ Bull1tt took 
bold o ~he thing. 

Kr. Kel~: You remember, the President announced that Kr. 
Lltviriov woud remain on !or d1BOU881ona wltb the Treasury? 

RU.Jr: He did cooe ln. 

Kra, Klot~: I! he came here, I mlgnt !1nd 1t. 

Kr. Kell,y: A!~er that we handled the proposal o! ae~~lemen~ 

w1~h Kr. Troyanovalcy and worked out an agreement on ~he linea 
ot ~he Gentlemen' s Agreemen~ 1n wblch we 1na1ated on $150, 000,000. 
Then Latvlnov refused to accept that and dlaousaiona went on !or 
a y ear and a hal!, up t o February 1935. Back and!orth various 
!1gurea were d1aouaaed and at that time t hey insisted on an 
ou~lght loan and, o! oourae, we said that was 1mpoaa1ble; never 
contempla~ed by the Preaidan~ . e~o. They waived that and nego­
tla~iona were finally broken o!! 1n February 1935. 

HK.Jr: Nothing pending now? 

Kr, Kelll: No; nothing pendl.ng since. 

HU.Jr: So it 1a a olean ala~e since February 1935? 

Ur. Kell,y: Yea, a olean ala~e. The only thing tha~ baa 
happened reoen~ly 1s this: that there was eome indication !rom 
woacow 1n a conversation with Kr. Davies ~ha~ ~he Soviet Govern­
ment wae going ~o instruo~ Toryanovsky here ~o look into the 
poaaib1l1ty o! com.1ng t o a aet t.lement o! individual claims 1! 

that would be possible. 

HK,Jr: I n th1B thl.ng, unfor tunately, they tied up individ­

ual claims i n this whole thing. 

Mr. Kell,y: Yea. You see, the baaie o! aettlemen~ we 
d1aoueaed wae payment by the Soviet Union ot a lump eum which 
would t hen be d1et.r1buted by tbe United Statee Government as 
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1t saw t1t. It mlgAt give none to t he Governcental debt 
or maybe collect $10,000,000 tor the Governmental debt , but 
the whOle distribution would be lett 1n our h&Jlds. But that 
would be tor everything. 

HM.Jr: All claims by private claimants against the Russian 
Government? 

wr. Kelty: Yes. The State Department has that right now, 
established clearlY;in the case or private claimants against 
r oreign Governments , t he State Department has the right to 
determine which it will press and which it will not press and 
ite decision is final. It it wants to accept a lump sum 1n 

settlement or all pr ivate claims, that ' s t \ nal. 

HW,Jr: What I would like, in a couple or days , the 
actual • ... 

Wr. Kell,y: Copy or that document . 

HW Jr: A copy or the document and t hen what happened, a 
sort o~ interpretation or what you nave in your mlnd yourself 
or what happened afterwards. 

Wr. Kel1Y: .Yes. 

H!.I , Jr: Tbat wouldn • t take more tban a couple or days? 

Wr. Kelly: Oh, no! I can send you the agreement immedi-

ate!y. 

HW, J r: I would rather have it all at once. 

Mt· Kelly: When wr. Davies went to Woecow he aeked us to 
prepare a aemorandua covering a survey or all convereatione 
regarding debt rrom the time or recognition to date. I could 

get you a copy or that. 

ij!.Jr: Tnat would be tine. Let me ask you this: 1e this 
a propititioue time to open it up aga1n7 

Wr. Kelty: No. 

ij!.Jr: Wny1 

Because I think the international situation 11 
Wr. KellY: 
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such that the Soviets would not ooae to a eettlement until 
t he th1ng clar1t1ea. They, ot oour&e, la.J great streee on 
the tact that they want very much to settle with us· like 
to do it, and all that, but it they do it with ue they have 
to do it with France and Great Britain. That was true when 
Litvinov came over here and he knew it t hen ae now. un­
fortunately , the Englieh recently extended a 10,000,000 pound 
credit without any insistence on settlement ot debte . 

HW.Jr: That was over a year ago. 

Kr. Kell,y: Yea, that was a year ago. And when Kr. Dav1ee 
went there he decided not to discuss the matter, but would 
listen to what they said but not raise the question. They 
had several conversations with him along t he line that the 
beet way, in the interest ot Amer ican r elati ons, was to start 
all over again and leave these thtngs open tor s ettlement 
which means put tbe.m in cold a tor age and forget. That 'a the 
point they tried to drive home in several oonvereationa. 

HW. Jr: Ia there anything else pendi ng with Russia? I mean, 
have we any treaty negotiations going on? 

Kr, KellY: I have Just come trom a meeting now involving 
tax on Ruae1an coal, whioh i s going to be a pretty serious 
problem tor t ho next month. You see, the Russians are com­
plaining against discriminations and we are trying it work it 
out. They threaten not to renew the commercial ag:'eement it 

it ia not. 

Dr. Viner: You mean countervailing duty? 

)4r. Kell,y: No; a atatu.te which provide*.Sncaee a oountl')' 
country eenda more coal to ue than we send to them, there i a 
a 10 cent tax. Russia ie t be only country PAY.ins the tax 
because other countries are exempted by treaty arrangements. 

H!.l Jr: It you would send the material and mark it tor 

urs. dotz. 
wr. Kell,y: I will send you a copy ot that Gentlemen ' • 

A61'eement. 

T~-t and t he thing you d1d tor Kr. Dav1ea. 
HW.Jr: .... 

Kr . KellY: Aleo that ~~~emorandUII, 
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ijK. Jr: Wouldn ' t tbat be 1n the Gentlemen's Agreement7 

Kr, Kel1Y: I doubt it. 

HK,Jr: I would like the actual document. 

ur. Kel1Y : About t he Gentlemen's Agreement, ot course 
there has been one unfortunate thing in it. They ueed the 
word "loan•. From what ur. Bullitt told me, the President 
used "loan• and •credit" 1nterohangeably. Litvinov said 
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he understood the use of the word loan to mean a straight 
ti.nancial advance from the United States to the SOviet Gov­
ernment and, ot course, I know from discussions at the time 
and Kr. Bul.litt is very emphatic t hat at no time did the 
President ever contemplate an inter-Governmental loan, merely 
credit. Litv1nov has taken advantage or that and hae taken 
the position that we have tailed to carry out the Gentlemen's 
Agreement ourselves, eo I j ust explain that. When you read 
it you will see it. 

HK.Jr: (To or. Feia) It you will atop and talk to me 
about this Canadian tax thing. 

(Kr. Kelly lett the meeting. Report or the remarks about 
the Canadian tax matter is tiled in regular diary. ) 

ooo-oOo 

The following 4iscuesion then took place with regard to 
the Russian debt matter: 

mtd!': (To o~ FeU) Now I want to ask you t hU as a 
trie~ I haven't talked yet to the President about the 
Ruseian debt thing and I don't know how he will reel about 
it, but I am inclined to take it on. 

Dr Feie• uy only thougnt wae this, when listening, there 
1e quite another angle, trom our own angle, that we begin to 
otter the Ruae1ane a eettlement which we will accompany by a 
new financial advance• retain the basie; Tieualize where we 
won ' t eet a precedent' tor ourselvee in our otber debt settlement& 
or there will be the daTil to raiee with other countries. 

pr. y1ner: It might oonceivablY break the ice towards 

debt eettlemente in other d1raot1one. 
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Dr. Fete: I should expect that 1t would. Thie 1s j uet 

inside this room here, Bonnet oalled us up yesterday• aek d 

us to talk with one ot t he heade of the radical soo1a1iet e 

party about this and that, and 1n t he course o f 1t he eal d 

it you can bri ng home to him that the debt quest1o~ i s not ~ 
dead one I t hink you will do a good job. That's straight 

from Bonnet . Supposing the French are wondering whether tt'e 

worth their while to try to talk debts to us? Well, certainl,y 
it we work out the Russian situation on tne basis of an accoa­

panying advance, the French, consi dering thei r s ituation, are 
also going t o put f orward the idea of an accompanying advance. 

That 'a t he only angle of 1t I 8JII afraid of. It we can work 

out the Russian settlement without an accompanying advance I 
am all tor 1t. ' 

!!lL,Jr: I wouldn 1 t take th1s a a my model. 
be my .model. 

Dr . Fet e: Tnen, all rignt! 

This would not 
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RM,Jr: I don't want to take that any more than I do the 
one on the London Economic Conference as my model! What I 
don't know, and quite frankly I want to keep this thing awtull,Y, 

awfully quiet, I 1D1Q' be very silly but I don't -- after all, a 

lot of t h i ngs have happened. It you go back two yeare , I don't 

know wh,Y I say thi l, but Spain wanted an advance of S5 , 000 ,000 

tor three years t o clear up their foreign excnange. T.tle State 

Department asked me not to do anything until they got through 

with t heir trade treaty. That's neither here nor there. I 
don 't know wh.Y I bring 1t up, but, anyway, Jimmie Dunn asked 
me not to do anythi ng. Colonel Payne waa here and went over 

t he thi ng. I just had Cocnran make a eurvey of Spain and he 
said it was a good risk and all they needed waa $5, 000,000 to 

olean up their foreign exonangs. All3W8.Y, 1t I do this thing 
I only want to do 1 t if the Prea1dent and Ur. Hull are perfectlY 

aatief1ed t o let ae tackle it ae a Treasury matter -- as a finan­

c ial matter. I don 't neoeeearil.Y want to do all of 1t , but I 
want t o do this, the part of t hie other thing, which I am play­

ing with, whiCh 1e this gold thing. TnU ie the onlY r eaeon I 

Vtant to get 1n on it. see? I dont want even a t t nie e~e 
it you want to aay that to Ur. Hull, all right -- but I don t 

want 1t to go beyond you and Ur. Hull. 

pr. Feia: Yea, air. 

~: llat.ural]J he will aelt wh.Y I want to do thU; wh,Y 
doe

1
-gorganthau want to get 1n on t.ne Russian debt thing? It's 

Regraded Uclassified



25.1 

-lo-

a perfectly tatr question and the answer is that I am th.ink­

i ng or it in connection with the whole quest ion or gold. 

You are as •uOh interested 1n that aa we are on account or 

the trade s i tuation . I don't know yet whether I want to 

do it and I certainly don ' t want to do it unless Mr. Hull 

would be entirely sa tisfied (and or course it goes without 

sayi ng, 1f the President wants me to do it) but I got such 

a beautiful reoeption •.... 

pr. ~is : All I need to say is you will have to talk 

that to. Hull. As tar as I have observed about comment­

i ng on any debt situation, it was to use every opportunity 

to t~y t o collect; i t was to try to keep t hem clear or po­

l l tioal circumstance; take any break that comes from any 

country , and every now and then scarcely a month paeaea where 

in some direction or other we do not see some r ift . 
• 

HW,Jr: I Just want you and Mr. !lull t o know wh.Y I am 

interested in t his. I ncidentally , I want to get an approach 

to t hem so we can find out how much gold t hey are mining - ­

that sort or thing. It's terribly 1.11portant tor us. Th.e 

onl.Y report the state Department has on that is what t hey get 

trom Geneva. Mr. Davies g ives you figures that t hey are 

mining $200,000, 000 to $600,000, 000 gold each year, which 

figur es were given to him by t wo American newspaper corres­

pondents over there. ThAt's his only source ot intormation,so 

I think we have no i nfor mation. Right? 

pr. Fe is: I Just don't know. 
we hAve got , you have got. 

Al l I know i s everything 

HW. J r: True, because after I made a special cabled re­

quest he comee throug.b wi t h that. I went t o take t he time 

to explain to you that as soon as the President comes back 

I am going to put it up t o him and ask him, because I t.hlnk 

1t'e worth taking a chance. You feel that way? 

Mr· taylor: Yea. 

HJ! ,Jr: You are encouraged? 

Mr· Taylor: Yee. 
difficulty will always be the same 

pr. lela: The great. r ft- us in the w•v or debt settlement 
one: what can Ruse i a do ~ -v 
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that it could then do tor France and England? There 11 

your problem. 

HK.Jr: (To Dr. Feia) You have seen me go lnto theae 

tnlnga before. I want a t r ee band, keeping your Department 

advieed through you step by step, Juat •• I have. You have 

seen me work often enough, but I haven't yet made up my mind 

to do it. You see, a number ot times t he Russians have tried 

their best to come to see me. The Ambassador bas , on three 

d1tterent t1mea since be baa been here, he has detln1telY 

asked me to see hlm. Each time I asked the President and 

each time the President said no, so I dropped it. I wouldn't 

even eee him. But he has tried on three occasions to see me 

to get on a working baeis. 

Dr. Fela: You mean this was prior to the recent conversa­

tions with Oumanaky? 
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~: Oh, yea! This goes back to Bullitt'a time. They 

seem~hink he has confidence 1n me. Well, let's see. The 

President ma,y sa,y no and that ends it, but I thlnlt it's a big 

thing and you can 1 t compare Russia and France, I think France 

t oda,y ie a third-rate nation, not even a second- close nation. 

Now is there anything -- I d id not ask Ur. Hull -- i a 

t here anything I ought to know that you can tell me about 

Norcan Davia. 

Dr. Feie : We will all know better oureelvee when he gate 

ott the ship. one thing, we are so strapped that our cable 

service ie low until JulY 1. He had a good man.v tallta and 

the results are neither encouraging nor diaccuraging. They 

are still turning everyth~na over. 

HK.Jr: Isn't lt all on the trade treaty? 

Dr, Fels: The trade treaty l s the one most apeoitic ob­

Jective. In oonnect~on with that is the whole question ot 

British economic policy. 

pr. Viner: And debts did not enter into t .he picture? 

Dr. Feia: No; nothing. 

ur T~lor: Herber t (Dr. Feia) they can't talk until they 

have bidel r Empire Conference. 
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1Pr~Fe1s: They can talk more than they have told. I 
don t ow bow much more. I am unwuuna to v1eual1ze any 
change in British policy when Baldwin goes 1n and further­
more I think b1a attitude baa been to etrenathen the perunent 
et&tf of the Board of Trade. It baa a terr1f1call1 illportant 
influence. They are 1n touch with every phase, f1nanc1al 
and economic. It' a the Board of Trade whi ch baa the power. 
I think Runciman wil l go with Baldwin. Those are the two 
s trongest - - naturally strongest - - Protectionist m!nda 1n 
the British Government. At any rate, to put it briefl.1, 
there is nothing oonolualve. 

~Jr: Are you fellows ever going to give me an answer 
to C berla1n? 

Dr. Feie: I only repeat we have two drafts. I think 
now ili'. Hull 1s waitina to t alk t oUr. Dav1a. We have bad 
two drafts read)' for three weeks • ... . 

ffU,Jr: I did not know t hat. 

Dr. Fe1e : • ... which wr. Hull is Just holding. I think 
for a whi le be did not want to send anything whioh might de· 
ter conversations, and now I think be thinks he will walt 
until Davi e gets back and be bas a ebanos t o go over t hem with 
Davis in the light of Davi e' very oomprehenslve conversati ons 
over there , but as far as I can guage , either from t he cables 
or the few personal letter s be sent back that I have seen, 
they bad no conclusive r esults. 

fiU ,Jr: W111 you do thls? If J.lr . Hull approves, after 
Pavia 1s t here and you know what i t' s all about, will you 
boil it down and let me know7 

Dr. Fels : Sure. 

HK.Jr: Because the English did a little scolding t his 
morning and tried to serve notice on us on this gold bustnees 
on taking so much gold. They are compla1n1ng t hat they are 
taking eo much gold. 

pr. Feis: The onl1 satisfactory thing 1e tor you to talk 
with Davll. 

H)I, Jr: I don •t want to talk with b1JD. 
rather get it through you. 

I would much 

i »v whole impression iB there is nothing con­
Or, Fe a: ..., 

elusive . 
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pr, Feis: Oh, yea. But if I heve to revise what I 
am telling you now, I will be very much surprised. 
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HK.Jr: After you have absorbed it, let me have a mem­
orandum. The whole time he ~'s been Ambassador at Large 
he has never talked t o me - - for four yeara. After you 
talk to him, let me know, knowing what my reaponai bil ity is. 

Dr. Feia: I don ' t think any of them talked gold or 
stabilizati on or debts with Davis except as it might i nci­
dentallY enter into conversation. NY whole impression ia 
t hat it was the trade agreement, the general bent of British 

economic poli cy, and the armament program, and sugar which 
18 a terrific Job in itaeU and he became t .be intermediary. 
I have not seen anything to indicate discussions on these 
ot her things -- that i s systematic. Chamberlain is not a 
man that pursues things loosely. I think he has a aenae 
of direct touch wit.b you as witness h i e conversations with 
Butterworth. I don ' t t.bink he would open up any conversa­
tions with Davie. 

HU.Jr: Now we are starting, tomorrow af~ernoon, Brazil. 

Ie that on? 

Kr · Tiflor: T.be Ambassador is coming in at twelve. 
Sumner we ea is going to call me. 

ijU. ZJr: (To Dr. Feis) Do you want to sit in on that? 

Dr. FeU: Yea. That ' s the thing that was started down 

Sout.b. 

HM.Jr: I would like to carry you along with me on that. 

ir, Feia: I aa interested. I am going to have a favori te 
coun ry a nd that ia Brazil. Ther e ia something simi lar there 

with Russi a, You get the sense of a complete Continent wi t h 

everything 1n it that hwu.n beings can uee. They can do aome­

thtna -- aimplY magni ficent, and the fertility! 

!!l!. Jr: llore 10 than Argent i ne 1 

pr Feia• WhollY di ffer ent i spre11i on. Argenti ne il a 

gr eat Doi ay , 'go-getting, stock-ra ising communi ty. But Brazil 
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is di!!eren~. I~'s a strange land. It's a huge land. 
They can grow an,yt n ing ~hat 18 grown anywhere on th1s 
Earth 's sur!aos. 

!{)!.Jr: You think we ought to J o1n our Cont1nent to 
sraz1l? 

Pr. Fe1s: I would be highlY !avorable to •meet'"" 1n 
R1o.l -oo 

Dr, Viner: It bas its tinest climate 1n August. 

Dr. Feia: All year round. 

HM,Jr: This !ell ow (V1ner) does no~ want me to go to 
Hawa11. 
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Pr. Viner: I wouldn' t be surprised 1t there wae some 
sort or tinanc1al crash 1n France t his year and i! it oc­
curs, the Tripa~ite comes UP tor international phoning and 
t hen 1t the Secretary 18 on tile beach at Waik1ki it would 
be very un!o~unate. 

HILJr: I don'~ know or any place that would be more 
pleaean~ to conduct a Tripartite Agreement than Wa1kiki. 

Pr. Fe18: Rio ie a terrible dUtanoe aw&J -- twelve dqe 
by boat and !ive dqe by plane. 

!'!IL...l!:: Rerbe~, I t hank you. So we will start. w1tll 
Brazrrwidneed&J at three if sumner Welles 18 O.K. Rae he 
been ra~ified by the eongreee a e Under-Secretary? 

Dr. Fe18: I don't tll1nk be haB been put 1n yet. We 
have to get a bill tnrough creating the o!!ice of eounaalor. 

Got an,ytb1ng you can otter 1n tile way or in!or-
H~: 

mati~ 
or. Feia: No. I w1ll try to got some. I will watch 

on this Pavia atuf! tor you. In tact, I will go through, 
today, whAt 1e here. I'll probablY make some report to you 
betore the week ia ou~. 

HM.Jr: We are now on ou.r way t o Rio! 

oOo- 000 
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R.M.Jr : Hello 

Kay 11, 1937 . 
2:04 p.m. 

Opeaator: Mr . Haas. Go ahead. 

R. M.Jr : 

Haas : 

R . I' . J r : 

H: 

H. U.Jr : 

a: 
R. M.Jr: 

H: 

H. !A. Jr : 

8 : 

R . ~ .Jr : 

8 : 

R. " .Jr : 

B: 

H. J.I .Jr : 

8 : 

Hello 

Hello 

George . 

Yes . 

I 1 d like to have an up-to-date study on Russia -
trade, etc . You know one of t hose colored charts 
for one thing . 

Yes . 

See? 

Ah-ha . 

Also up-to-date on Brazil. 

On Br azil and Russi a . 

Yes . 

uainly f rom the trade aspect? 

Well let•s start with the trade first . 

Fine . 
Then go int o i t as carefully as possible. 

Fine . O.K. 

.. 
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Present: 

lla.Y 11, 1937 

3 p . Ill. 

Ambassador Sr.e 
llr. Taylor 
llr. Lochhead 
Ure. Klotr. 

• 

~aesador Sr.e: I have a cable meaaage trOJD ur. Kung 
trom ndOn 1n wh1oh he said that ' it hae been~ 1ntention 
to come to Washington t o personallY thank the President and 
Secretary ot t he Treasury tor their kind assistance ' and he 
said 'I am now in position to say that I shall be in the 
United States the middle ot June' and he said 'with regard 
to the eilver at the Federal Reserve• he says, he asked me 
whether I would see you and see whether you are interested 
to buy trom him. 
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HM.Jr: Wnat silver ia that, Aroh1e? 

ur. Lochhead: That' s the 50, 000, 000 ounces ot silver 
which 1s on deposit as collateral tor t he loan wh1ch they 
would have available 1n case ot need. In other words, that 
was under the yuan cr edit. 

HM,Jr: I think the anawer to that ia no, polite but 
tiral:r. Wouldn 1 t you say eo, wa,ynet 

llr Tglor: I think 1t he 18 coming over here 1n June 
we miSfit say we don • t understand, but there 18 noth1ng 1n 
the p1oture that we can see. 
~: But I would rather have h1DI know before he comes 

that~answer is no, rather than have him come here th1nk-
1ng he can do it. But 1t I buy trom mybo<Sy, I would but 
trom my triend, Dr. Sr.e, and you can tell h11D t hat 1t I were 
to buy 1t I would buy it while you are here. 

pr. s;e; In a subsequent telegram (he sent me t wo while 
70u were away) , the second one, •would you •ta3 over and settle 
the whole th1ng'. I waa ratner soared. 

!Dl,Jr: Dr. ,;ung, 1t he 18 ooa1ng with any such ideas aa 
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that, you had better tell him hie trip is going t o be un­
successful, because WI! have no idea or buYing that a11Yer 
trom him. We took that silver and let it come over here 
when China was having it.e big troubles and it was reall;r a 
haven ot safety, but any ideas or purchasing it -- you had 
better tell him he had better make his trip purelY soci al. 

Dr. Sze: Ke .telegraphs me he is coming to the Yale 
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tor commencement. They are giving hlm a degree. Otherw1ae 
he will go back in JulY. 

Ott the record, tor some time he baa been terriblY after 
me to try to aell the silver, but I told him there were a lot 
ot practical ditticultiea. 

~.Jr: It you remember, the f irst 1natructiona that ir. 
Chen came with were impossible, you know. It toolt tbem a 
month to understand that. And I would be sorry to have him 
come over here and to have an unpleasant vlait. Delighted 
to aee him on a purelY social baeia , but it be is coming with 
any such ideas as that, I tbink he ia going to be disappol nted. 

Or, Sze: Well, I know you so wel l , I will simplY tell 
him you are not intsreated. I t hink that would be beat. 
Somehow or other there is some m18underatand1ng on Dr. Kung's 
side, not trom me, because I told him several times tnat you 
could not sell the silver already- i n the country on account 
ot prot1ts tax. 

wr. Lochhead: That is just a mechanical proposition. 
That is aside from policy. 

KU,Jr: But there is a big policy involved and I had the 
feeling that you had done everything tor your country t hat 
is possible and you got every dollar out or us that was poa­
aible and you can tell them that I said eo, 

or. sze: (Smiling) That is very nice or you to say that, 
but I think you had better tell him that youreelt. 

ffiH .Jr: I will tell him that. I will tell h1m in no un­
certai n terms and I will also tell him tnat when your sucoeeeor 
comes - - also in the room here: l1ke Bonnet. They sent him 
over here and he wa• going to turn washington UPside down; 
that de Laboulaye could not do this and De Laboul aye could not 
do that, and no one ever beara ot Bonnet! 
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Dr, Sze: Un!ort.unate part, eo lll&ey things in th1e world 

that people will not be~eve unt il t hey go into i t themselves. 

~. Jr; One has to learn, You know as well as I do the 

di!!~ultiee tnat I had with other Departments in ~ relation­

shi p and i ! it had not been tor the tact that I was willing 

to take - - 1t you don't m1nd my saying i t -- considerable rielt 

1n doing what I did, we never would have gotten ae tar ae we 

did, but I had to take consi derable personal r11lt because ,you 

know; you go up against the same thlng in some or the other 

Depart.mente, 

pr. Sze: I know. But it 1a very kind or you to tell 

me so, I was in sort or tough part . 

ijU.J r : rr and when Dr. Kung comes here, I will go out 

or my wa,y with great pleasure to tell h1m tnat you got the 

last penny that anybody could have gotten and no one else 

could have done as well! 

Dr. Sze: Thank ,you very much, 

~: And I certainlY hope that while Dr. Kung 1s here 

that """!iii"1ron' t negotiate, becau.ee 1 t would be very embarraeeing. 

We have been able to keep s i l ver stable. -- we all said we 

wanted it stable -- and l t ,haa· been a stable prlce now tor 

a long time and I don't want to do anyth ing to upset it. 

Dr. Sze: Thank you. 

HM,Jr: But when you come to the house we can talk about 

more pleasant thlngs. 

pr. Sze: (Laughed ~eart.ilY . l. 

Thi s w1ll be my last official visit. 

leave !rom you, 

I will take o!!ic~al 

tp4.Jr: When do ,you ea117 

~r·'ff' I sail on the 29th or thle month, 
on t e 2 ~. I eail on the President Hoover. 

HM.Jr: Wllere do ,you sa1l :rromT 

I leave here 

pr. S&e: rroa san Frano1aoo. I t 0 a a f ast boat; geta to 

ShAn8Jl&i in t wo weeks, I want to be 1D Shanghai t or t wo 
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a ont.be and then go to Pelt1.Dg and get be.olt to 5h•"6be1 about 
tne a1ddle ot Septeaber. 

HM,Jr: Ka7be Proteeeor Buolt would l1ko to go baolt at 
t.ne eame time. 

Jlr• Lochhead: llo plane a e 7et. 

~r: (t.o Dr . Sze) 
San oUoo. 

The Prea1dent HooYer. J'roa5an 

oOo- oOo 
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lilly 11 , 19:57 

To: Secretary lolorgentbau 

From: Llr. lla&ill 

.1. Non-residant al l sna 

16osars. !cclea and Landis botb apprond the proposal to 1DCHaae 
tbe wttbboldin& rate on non-resident aliena to ~ percent , wttb accom­
panyina proYiaiona tor tilin& returne and obtainina re t unda, Botb tel t 
that tbe proYiaion would ban a atrona deterrent ettect upon the tlow 
ot capital to this country. Mr. Eccles wanted ma to conaider the sddi · 
tion ot a spacial tax at s at1tt rata upon capital geina. I agNsd to 
diacuas tbiiJ proposal wttb bis tax erpert, llr. Bryan. 

2. ! xc1M taxaa 

I ban arranged to maet llr. Dou&btcn t01110rrow attarnoon to discu .. 
the resnactmant ot tbe sxciae taxes llbicb e:rpire tbia s ...... r. 

:5. Board or Tu Appeals procedure 

Tbe 1oint C~ttee ot oembera ot the Board and members or tbe 
etet t ot tbe General Counsel's ottice appointad to consider tbe reri· 
aion ot tbe statut ory proria1ona relatina to tbe Board ot Tax Appeals 
and ita rule a ot procedure, bald 1 ts tirat 118etina this attarnoon. 
llr. Lopn Uorris or the Board -• elected cheirman and llr. Stanley surra,. 
ot tbe General Couneel'a ott ice aecretary. Other ,.::abers or tbe COIBi ttee 
are: Ilea are . Arund.ell and IIUrdoob trca the Board, and Russell Ryan and 
P. c. AleDUider trca tbe General Counael'e orrice. CheirtJ&n Black ot 
tbe Board, llr. Oliphant, llr. Sbatrotb, and ~salt attended the 118etina 
and gew tbe ccmaittee our own i deae or tbe acope or i t a 1nwst1get1on. 

~. SetUeoent ot Board cases 

11r. Oliphant and Coaaieaioner Heherina are to maet me twoxt l&onday 
afternoon to diacuaa tbe proosdure and to arrha at a solution or tbe 

exiatina contusion. 
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Lt!S 

Zecretary of Sta t e , 

.. /ashin.;ton . 

2801 !:ay ll, 7 p . m, 

FOR TlmASURY FRO!' BUTTJ::R' /O!tTH, 

GRAY 

London 

Dated t.lay 11, 1937 

Rec 'd 2 : 50 p , m, 

265 

1n con.1ection with my 269, Ha:• 6, 7 p , m. ; and 272, 

Uay 8, nc;<.-n , it is noteworthy thnt a member of the Canadian 

Delegation in.!'o rmed me that "the r1hole picture in the mat t er 

of the Imperial currency discussions has changed since our 

Delegati••n sailed about a month ago" , He defined this 

change a:1 vccasioned by the injection of "the question of 

the price t.f ;;old" and said t hat since rather pro forma 

monetary discussions had previously been expected DunninG, 

the ~im.ster of Finance, had not brought 1nth hlln eny of 

the important permanent officials in his Department . He 

mentioned, honever, that Tr avers , the Governor of the 

Canadian Cent••al Banlc would have ono or t wo assi stants 

with him in bin discussion at the Dank of England. 

Nervousness in the eold mnrlcet s t ill continues . 

Despi te the coronation fest1vities the ques t ion of gold 

prospects continues to occupy ~portantlT t he a t tent ion of 

the Citv and the tinnncial press . The London s t ock market 

was 
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LMS 2- No , 280, J:ay 11, 7 p , m, , fron London , 

was weak today due ( 1) in particular to some fo r ced liqui ­

dation; ( 2 ) in ceneral to the fai lure t hus f ar t o set tle 

the current London bus strike and the prospective miners 

strike which a~ both important in themselves and as indi­

cators of future labor difficulties . American brokers in 

London re~ort some forced sales by British holders of 

American secu=ities in the oarly hours of tradi~ to obtain 

cash but also investment and institutional buying in the 

afte rnoon, The London market closed firmer on the same 

type of buying . 

There is nothi ng si~nifioant in the foreign exchange 

position except the continued purchase of sterling by 

the Sovieto in ~aria, presumably agains t the sale of 

dollars in New York . 
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Lt5S 

Secretary of State, 

Washi~ton , 

613 1 Hay 111 4 p , m. 

FRO!.! COCIIRAN, 

267 

GRAY 

Paris 

Dated !lay 11, 1937 

Rec ' d 2:52 p , m, 

(SECTION ONE) 

Paris e;:change market very quiet . Franc has strengthened 

during the day , rten tes practically unchanged. International 

shares slijhtly lower , 

Jo\1rnal Offici al of today announced that the Minister 

of Finance o.nd the Minister of Colonies had decided to pro­

ceed with t:te followine colonial loan issues: I ndo China 

130 million francs; French '1est Africa 18 million; Uadagas­

car: 45 million; French Equatorial Africa 32 million , The 

interest rate will be ~ and the bonds redeemable in 20 

years at the maximum . Press re9orts f~m Amsterdam that 

Netherlands control fund yesterday lowered its buying rate 

!'or dollars fl'Om 1 , 82- 5/B to 1 , 82- l/2 follo\Jing the largo 

offerings of dollars during the pnst felt days . 

CSB 
RECEIVED 

s PJ?? 
l.lA'! 11 1937 

Tli[ASIIIY DmiTlt(IIT 
Ollie• ., ''" SWfiOIJ 
__ .. __ 

BULL ITT 
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PARAPHRABI OJ' 810TIOJJ8 TWO AliD TRRD lfo. 613 of 

May 11, 1937, traa Paris 

268 

Tbi e morning Riefler and I called on Rueff at the 

Kinistry of Finance, and we found that Kinieter Auriol 

wae absent fraa Parte f ollowing parliament• s adj ournment . 

During the conversati on Rueff eaid that the situation 

of the French Trea sury wae always diffioul t , and that the 

future ie not bright; he added, however , az that at present 
no immediate criaia ie impending. 

Rueff and I bad lunch w1 tb car iguel of the Bank of 

France. Oariguel said be bad l ost a little sterling t his 

mornins, but ther e wae practically no 1110re demand :troa 

the Soviets t herefore and t he normal market purobaeing 

thereof was quiet. A few days ago, be e&id .. nXJ!'*•• 
u the SoYiet Go't'srnaent bad eold to bia two million pounds 

gold. Oariguel bad ad't'iaed t he Governor o:t tbe 13&nk o:t 

J'ranoe to accept t he gold only i:t t he franc proceeds t hereof 

were to be e:.pended in J'rance; however, they made no bind­

ins agreement on this point. 

Approximately 50,000,000 :trance were converted into 

sterling yesterday by American syndicates. This amount rep­

resented almost exaotly t ha amount o:t starling which was 

yieldecl during the day by t he Bank o:t France to hold the 

franc at a ste&cly point. The Soviets, Cariguel added, 

baTe been endeavoring to diepoae o:t additional quantitiea 

o:t gold to the B&nk of France through other banka, 1nolud1nc 

the Chase, The Bank of France while being quite happy t o 

get gold do .. not want franc balance• built up which at any 

tiae aight aerioualy e~arraae the exchange control. 
D:LII BULLift . Regraded Uclassified
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J'ROiil: 

DATE: 

PARAPHRASE OJ TELIGR.Ul RJXlEIV!!D 

613 (Seotion tour) 

Amerioan Jmbaeay, Pazia 

lila¥ 11, 1937, ' p , m, 

Oaziguel1 e attitude with regard to the general 

finanoial and monetary outlook in France is still peaai­

mietio. Re inquired of me what I thought would be the 

borrowing requirements of t he Government for the rest of 

the calendar year, lily &\1888&t1on was that it might be 

between 20 and 25 billion francs, Oaziguel said he be­

lieved the latter figure to be more neazly right, He is 

269 

ae muoh opposed as ever t o J'rance1 e borrowing abroad; he 

ineieta t hat it will be necessary tor some change on the 

part of French capital to take place to inspire confidence, 

I wu informed by Oaziguel t hat if I were informed of the 

radical nature of the method recently considered by the 

Government for raising money in rrance, I woul.d be ooe­

pletely atartled. (J:Ilt) SJX)TIOW JOUR) 

BULLITT 

IA:D 
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Section five. 

It baa always been considered by Oari8uel that the 

Popular Front leaders sought the tripartite agreement as 

a cloak for overcoming internal political objection to a 

monetary move . Oar iguel says that the great benefit of 

the agreement has not been the relief brought to France 

through devaluation, but the prevention of the present 

Gover nment adopting exchange control and violating other­

wise the agreement which they were so proud to present 

as evidence of their good relations with t .he two great 

democratic countries. In regard to the poseibility of 

270 

a change in the American gold price , Oariguel said that 

nervousness has not yet declined and that he is constantly 

receiving rumors trom London with regard to this. 

25 , 123,000 franc s of gold bars were invoiced today 

to the Federal Reserve Bank of !lew York by the Bank of 

France on the !IORILANDIE. According to Oariguel, this 

shipment was simply to build up the stock of earmarked 

gold held by France in New York, which stock be said 

he had not yet been obliged to touch. 
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