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Knoke: 

!i. M. Jr: 

K: 

K.M.Jr: 

K: 

B.IL. Jr: 

K: 

K.ll.Jr: 

K: 

ll.l.I.Jr: 

K: 

R.~I.Jr: 

K: 

B.li.Jr: 

K: 

H.~.Jr: 

K: 

H.!.I.Jr: 

K: 

H.M.Jr: 

July 1, 19)7. 
8:44 a.m. • • .:.:-;··• • 

Yes-yes. 

I' ve got to talk fast. I've got my .answer 
from the British - hello? 

Yes . 

And they ' ve accepted it word for word . 

Accepted your vers i on of the cable to the French? 

We're giving it out at 9:15. 

You're giving it out a t 9:15? 

Yeah. 

Yes, sir. 

And they ' re giving it out the same. 

Yes, sir. 

He took it word for word the way I wrote 
it • 

• Vord for word. 

Yeah. 

Yes. 

I think that's good, don' t you? 

" o do I. 

Yeah. I thought you'd want to know that. 

Thank you very much, sir. 

How are things going? 

1 
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K: 

H.M.Jr: 

1{: 

ILM.Jr: 

K: 

H. !t .Jr: 

K: 

H.Y.Jr: 

K: 

H.M. Jr: 

K: 

H.M. Jr: 

K: 

- 2 - . .. ·.: ·. ..... . 
WeLl, ~he marke~ is around J.85 and it's 
rather hesitant. People are holding out -

What? 

the franc rate is about J.85. 

Uh- huh . 

It's rather hesitant . People are holding out 
waiting to see what 1 s happening. 

That ' s J.85? 

) .85. 

Was there much done? 

No, no, at least not in this market . 

Have we got any cable? 

None from Paris yet . 

Well, the minute it comes in let me know. 

Yes . All right . 

2 
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R. llerle 
Cochran: 

a.w.Jr: 

C: 

a.M.Jr: 

C: 

B.IA.Jr: 

C: 

ti.M.Jr: 

C: 

a . loi.Jr: 

C: 

B.!.!.Jr: 

C: 

H. M.Jr: 

Bello, llr. Korgenthau. 

July 1, 1937 • . 
8:48 a .m. 

'• . 

Bello, Cochran. Defore I do anything I want 
t og et it directly from you whether everything 
bas been cleared . 

Not yet. Butterworth got me tile word about 
llalf an llour ago -

Yes . 

Tile message bas not been delivered. I 
tried to get Rueff at tile bank but tlley say 
be is at Ills bouse but I cannot get ll1m before 
three o'clock. 

Well, llere•s tile situation. Sir J ohn Simon 
was going to announce tllis at five o'clock 
in Parliament, tllat be's done it. 

Now Just listen, will you please. 

Xes, sir. 

hnd tllen two llours later be was going to 
give tile text of tile message. Well, I told 
ll1m tllat be couldn't do tllat because our 
market was open. 

Yes. 

And that if be t old tllem tlla t be sent a message 
tllat be should either say nothing or give tile 
text of it. 

Yes . 

So tllen be came back and said, well, be would do 
it at J:l5. 

3 
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C: 

B. II .Jr: 

C: 

li .M.Jr: 

C: 

B. lii .Jr: 

C: 

B. iL Jr: 

C: 

a . tA .Jr: 

C: 

B.li!.Jr: 

C: 

a.M.Jr: 

C: 

I:I.K. Jr: 

C: 

a.M. Jr: 

- 2 -

Yes . 

Now t hey 're going t o go through with it 
and so lill1 I. 

Yeah. 

And within twenty-five minut es I' m going to 
announce it. 

I' ll go right over to the Minister and find 
out from him. I 1m a t my office -

Well, go over t o the French Minister. To bell 
wi th Rueff - go ov er t here and go into the door 
of Bonnet and tell him you• ve got this. 

On the teleph.one. 

Wha t? 

I say I came down town on my way there -

Yeah • 

••• word t ha t you were cal ling me so I s t opped 
t o se e wha t it was . 

Well, I Just wanted to c heck . They ' re going 
t o go through with this now a t 3:15. 

Well , I shall have the wor d to Bonnet himself 
befor e tha t time. 

All right and after you s~e him, dall me back . 

All r i ght. 

4 

I •m sorry but the English rushed me so . 

Well, I'm all ready . I've been telephoning 
several people and there' s no one a t the llinis try all 
d uring the noon. 

Nell, I•ll have to - we ' ll Just have to trust to 
luck and it's a good message and Bonnet ought 
to be nappy. 
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C: 

H. M.Jr: 

C: 

H,!.! ,Jr: 

C: 

H. r.l . J r: 

- J -

I'll go right over myself and see one of them 
before that hour. 

Thank you very much. 

1 •11 call you back when I 1 ve delivered it. 

Thank you. 

kll right, sir . 

Goodbye. 

5 
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July 1, 1937. 

Present: 

::.r. Ol1;>nant 
Ur. Opper~ 
!.!I'. Lochlleed # 

Dr. :7ll1te 
Dr. Viner " 
Dr. Riefler ., 
llr . Schwnrt z. 
Or. Fe i s" 

8:50 a .m. 

~.Jr: I will r ead y ou this message from Sir John: 

•r ru:1 1nost grateful for your message. I fully 
at>J:'ee with you as t o the im;>ortance or preePrving the 
benefici al eff ect of the Tri?artite declaration. 

"I aM sending to Ur. Bonnet a message in the terms 
you suggested and I am tel ling him th~ t I understand that 
you are sending n s imilar meesage and t hat I suggest that 
1f ~- Bonnr t dP£ires , and if you agree , the two mesonges 
should be r eleased s imultaneously at 5 ? . U. London time , 
t or publ i cat ion . I should &lso like to hPve yo~·consent 
t o eey ir. th~ House of Commons at any time ~fter 3 P.U. that 
I have s ent this mes sage and t hl\t you have sent a s imilar 
message . At the sar.le time I ao sending t o llr. Bonnet a 
confidential peroonal message along t he lines of t he draft 
communi cated to you yest erday with t he substance of which 
I aaeume you er e in s cneral agreement . The possibilities 
of mai nt a ining w1tn the French aut hor i ties the full measure 
of cooperation envisaged 1n t he Tripnrtite agreement and 
pr esti ge of t hPt declaro.tion in the eyes of t he 'lorld must , 
I fePl, depend on the franc being kept relativelY stable at 
a r~esonable r ate , and I feel ~h~t you would agree with me 
to tell Bonnet frnnklY of my convictions on this.• 

Now, t blE cac e i n at seven o ' "lock. I then t old 
Ur. Butterworth that thi s Just would not work b ecause, in 
t he first olace, f or h im to announce in Parliament that he 
had eent a·~eseage a nd not to g ive them the text, although 
he &ai d he was going to tell them practical ly what was in 
it, would put me 1n a very embarrassing posi tion becauae 

6 
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his markets were closed and ours were open and we would 
get the repercussions. So Butterworth said he agreed 
fully with me and I said that either Sir John Simon should 
SPY nothing until five or should give the full message. 
Then Butterwoth said, 'In order to eave time, may I call 
Cochran ann tell h im to deliver this message to Bonnet?' 
and I said, Do that. 

Then Butterworth called me back and said Sir John 
Simon would agree tha t he would at 3:15 London time give 
the whole message to Ur. Bonnet in Parliament. I said , 
Supposing we don 't get it to Bonnet in time? Well, Sir 
John said , Bonnet will be tickled to death to get this 
message . So t hen I said , As to whnt Sir John Simon had 
to s~r personally t o t!r. Bonnet was his bueineee . So 
Butterworth again said, Well, Sir J ohn f eels that you can 
have no objection if he tell s t he French what he thinks . 
I sai d , I have no objection as to what he t ells the French. 

IAt this point, the Secretary spoke to Butterworth 
over the phone and the following is a record of their con­
veroAtion : 

14 
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Hello . 

li1ll1am 

July 1, 1937. 
8:55 a.m. 

Butterworth: Hello, Yr . Secretary. 

H.ll.Jr: 

B: 

B. M. Jr: 

B: 

H.L!.Jr: 

B: 

B.ll.Jr : 

B: 

H • .M.Jr: 

B: 

H.!l.Jr: 

B: 

Butterworth, I Just talked to Cochran and 
he says he 's been unable to reach anybody 
in the French Treasury . He said t hat you 
only r eached him half an hour ago . 

I don't think that•s correct . I called him 
at about quarter to two. 

You did . 

I called him as soon a s I finished t alking 
with you - I got the call through w1 thin 
about seven minutes . 

Well -

I told him -

Well, anyway, so I told him that he shoUld 
go over and sit in Bonnet's office and give 
it to the press if necessary; that I couldn' t 
help it; that everything wa s set and we were 
going to go through with the show. 

Right. 

See? 

That's fine, sir. 

I mean - after all, if Sir John is going to do 
it now, I can't stop and be fussing around so 
that - just a moment; just hold the wire. 

rlight . 

(Pause) 

15 
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H.U.Jr: 

B: 

R.M.Jr: 

B: 

H.IJ . J r: 

B: 

B.M.Jr: 

B: 

H. M. Jr: 

B: 

B.II.Jr: 

8: 

B.!l.Jr: 

l:! • .t . Jr: 

B: 

B. lal . Jr: 

lS 

- 2 -

Hello . 

Yes, sir. 

VI ell, as J. say, Cochran will have to do the best 
he can. I can't help it and if we simply -after 
all wtwt v:e are doing is something nice for t he 
French . 

That ' s quite right, sir . 

~1;-,t,Ne were turning them do«n, I 1 d wait but 
er the circumstances I gather t hat Sir 

John is under such pressure that he has to 
is that it? 

That ' s the idea . 

What? 

That ' s correct, sir . 

~ll r ight, and -

I -

move, 

- British Treasury that they have told the French 
about the 3 : 15 announcement and the FrEDch have said 
that that is O.K. by them . 

Oh, they have . 

Yes, sir. 

Oh, he did do that? 

Be did do that. 

Oh, he told the French Embassy? 

Yes ; aft er I made the arrangement with them 
about 3:15, he got in touch with the French. 

Oh, fine . 
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.B: 

H.ll.Jr: 

.B: 

a.U.Jr: 

B: 

a.w. Jr: 

.B: 

H.ll.Jr: 

.B: 

H.!.! . Jr : 

.B: 

B.ll. Jr: 

.B : 

H. lo! . J r : 

.B: 

- J -

hnd 1n.formed them o.f i t • 

Fine, .fine, fine. 

And he said he thought - he suggested while 
I was waiting for your call - I called up 
Waley t o thank the .British. 

Well, now Just give me that again. I under­
stand tha t t he .British have notified the French 
Embassy t el ling them tho t this was going to 
happen? 

That 1 s right . 

Right-o . 

And that they said it was all right by them • 

Well then if we don ' t get it t o Paris, we 
can't help i t • 

No. 

Well , I am giving Henry , the counsellor here, 
a copy in ten minutes o.f this also. 

Right • 

Dut I had to shave be.fore I s aw the 
press. I couldn' t do it all . 

:ies , sir • 

All right . Again I wont to compl iment you on 
your excellent work. 

Thank you so much. Now, sir, while I have 
you here. May I go ahead with that 
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. . 

B: 

B.!II.Jr: 

B: 

li . ll.Jr: 

- 4 -

telephone. It 1 s going to cost about 
two hundred dollars to coMplete the 
installment. 

Yes, go ahead. 

All right, sir, I'll do that. 

.Rigbt-o. 

Thank you very much. Goodbye, sir . 

Goodbye . 

18 
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HM,Jr: Now what I want to do U th1e . 
t o s ee the press at 9 o 'clock . 

I ac going 

(To Dr. Fel s) : I s th!s all rlgbt? (Hands Dr. Fels 
t he f ollowing aes eoge whlch went to Bonnet: "Now thot the 
French ~1n1stry Of Finance has been given t he powerc whloh 
it sought t o mee t the present s ituation, ! look forward to 
a continuat i on of olo&c cooperation bet ween our Treasuries 
un1er the Tri- par tite Declaration. 141\Y I expr ess t o you 
the sincere hope that France will soon emerg e f rom t he t em­
por ary d iff lcul ties ~ti th vthich she 1s now confronted. •) 

Dr. Fei s : All right, if the French would do whnt they 
ere eu,posed t o do . Now I say, let ' s oend Bonnet a otrong 
message and t ell hie he has got t o do tho things thot wlll 
coke it posotble to make this wor k . 

H!! , J r : :<ow, j ust a seconC. . I bnve only three minutes. 
Jus t help oe . I am terribly nervous . Be gener ous with me. 
','nlat I t hought I would SI\Y t o t he press , who are outside now, 
as an introduction t o th i s , I thought I would say -- I have 
underlined it: (quoting from HU, Jr ' e messnge to Sir John Simon 
of midnight , June 30) : 

"In the pres ent Juncture of world affs ire , 
I truot you r.ill agree wi th me that it is 
of prioc importance t o preserve the benefi­
c i a l e~fects which reeulted from t he Tr1-
~artlte Declaration and ito encuing arrange­
ment s . It was thus demonstrated t hat great 
democra tic nations could, wi th mutual confi­
dence , creote and corry out cooperative meas­
ures .'' 

And it i s with thiS spirit t hat I have sent the following 
message to Ur. Bonnet: And t hen I would give them this mess-
age : 

"!low t hat the French !Uni otry of Fina nce 
has been gi ven the powers which it sought 
to meet the present e 1tuat1on, I look for­
ward to s continuati on ) f cl ose cooperation 
between our Tre~suries under the Triparti te 
Declarati on. 

"ll!IY I express t o ~ou the sincere hope 
that France will soon emerge from the t em­
porary d iffi culties wh i ch which she is 
confr, nted . " 
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l 'hNtk you for the expression of your views transroi tted to roe 

on June 29 tnd JO . I regret th~ t a bri ef ~bsence pr ecluded an 

il: tediL te co 'It ent on your .)roposed reply to l.lonsieur Bonne t . 

T· Kine into consider <> ti l)n the limi ted time ,;ithin which 

.;>lloi w· 3onn" t ~s ~ble too opere te 1-nd the extre :11e difficulti es 

_, . t,1<: si tUL t i on ,m1c11 f~ ced hi 'II on •li s <..rriv£.1 , I feel t ha t his 

; tlw·e to consult completely wtth our two Treasuri es is under­

t· na~ i>le . 

I St~L re your c.p rthension over th<. r eper cussion:> which might 
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d " t r .>.n r n unJerv1 luca o r unauly lluctm tine franc, hut I believe 

't.1. t "' c: n est mini:lli .. e t•tese dt nger s 11~· 1 voia ing, in so r,,r as 

.>s~lblu , Ll'lY move on our Lrt .uich miaht add to any l «ck of coni'i -

e•tCe in tn._ future O f t <IE l'ranc . 

In tne present J\.utctur .. of orld ~ f '& irs,
1 

I trust you " ill ugree 

"ita mo: t he t~ i s ot' t~rimll i mportance to ,i)reserve the benefici~l 

~ 1'1 ect s wntcn resulted fro:~~ the Tri- ;>t.. rti te Dec LHation Pnd Its 

r.!luin_ • rr· neeonE:nts . It .. t s thus deroonstr r ted th:-t aret t democrvtic 

----- ... ~ -- --
.,. tions coulct , >'li tn mutm: l coni'ioence, cret•te snd carry out coo;>er a-

- --- .. - --------------­~ 
t1ve .~oe<sures . 

-·-In vie of ·11 t hes e consider~tions, it i s roy conviction thot 

.. very rt:t som bl,.. effort should be mtode to rnoke it ;:JOSsible for 

··r' nee to c;>nti nue a s e p8rticipbnt in the lri- pt rtitu Declaration. 

It i s ther efore my sincere nope end desi r e tlu•t you ;.nd I may 

.Jr «sent t o 'Jonsieur Bonnet simil&.r messages sor:1ewlw t t•long the 

follo~ing l ines : 
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,uo'll:.: No .. t aat tne French :Ji nistry of Fi nance has been given 

~.u;, po:ver s v.hicll it sought to meet the present sit uation, I look 

iorwaro to a continuati on of close coopera tion between our Treasuries. 

under the Tri-partite Declar 6tion . 

:.luy I express to you the sincer e hope that France will soon 

e nerge from the temporer y d ifficulties with which s he is now con­

f ronted . UNQUOTE 
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Dr. Fete: Just a second. If you read it the way you 
have, the newspaper Men wil l go out with the theory or a new 
r.orld crisis and tha t r.e ere doing it to save_Spa1n. I would 
do it 1n a matter or fact way, not etraes1ng the ex~re88ion 
'Juncture or worl d a ffairs ' but empha8iz1ng continuing cooper­
ation in the monetary spher e. 

Ur. Oli phAnt: (To HU,Jr) I think your instinct8 are 
risht. 

Dr . Viner: I would do only the one thing. I would do 
i t the was you hnve, but leave out ' present J11ncture of world 
affairs '. 

RU,Jr: But what the hell ~lee 1s it7 If t hat i s not 
a crisis i n world af feirs! We sent this thi ng. We took 
out all t he weasel words. !!e toolt it. Now r.hat 1s this 
thine? If this i c not a juncture or world affairs, what i8 
t his thing? Thi8 is no picnic. The whole world i 8 on t he 
brink and we are trying to save the only one agreement that 
is in existence between the countries. 

Dr. Fe te: You have t hi s important oper at ive mechanism 
in the monetary sphere designed to nos1et i n maintaining eta­
bill ty t o give reassurance to those who have cep i tPl am\ that 
sort ~f thing. It is distinctlY important. I would carry 
1 t through primarily on i t e own i mport and not e;et the ,>reee 
speculating as t o whetner you mean the Spanish situati on, the 
~useten-Japeneee s ituation, and then turn thi s primarily into 
political action. 

HU,Jr: Let ' o have a r aise of hands . Who agrees with 
Feist (Opper, Riefler, Viner , Loc?head.) 

Dr. Wn1 t e : It's a great opport W1i ty ... . 

lw . Opper: But it comes from t he wrong place. 

~.Jr: The t h ing you l ose entire Sight of is what is 
the explanation I am going t o give that I let the French de­
value further and take it. nat am I doing it for? 

Dr. Viner: I am all f or the sense or it, but it does 
make 1t a 11ttle mor e of a political statement t~~ you have 
the right to make. 
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HJ,! ,Jr: I cM b e asked by Senator Pittr.Jan or l!r. l.lcllary 
1'/tby does Uorgentnau l et them devalue?' 

~r. Fete : You c ould not stop them. 

HE ,Jr: All right! The~ why don ' t I kic~ them out? 

Dr. Fcis : All right ! It' s not t o ~ur advant age, eit her 
monet ary or pol itical . 

HM , Jr: I am j ust going t o announce this thing nnd OII:Y 
M t h1ng. 

Dr. Fe i s : I •:ould not "ant t o be misunderstood , but I 
c!.~ t.11nk it can b e over - dr amatized ae a ;:>olltical develo;:>ment 
n! I r eally t hink if you d~ t hat and over- dramat i ze i t on 

the ::>~11t1cal end, you are going to offset its value. They 
v·1ll. t hink t hat t his is a desper a te last-minute clutch . It' G 
s~mewnat s matter o! eophne1s r ather th3n words . 

or . \"thite : I think 1t 1 s a statement that i s extrenel.y 
i mportant. 

23 

Hl.I , J r: 
beg i n ' It's 
i s t.hat all 

If I l eave out ' Junct ure of worl d af faire ' nnd 
of pri me import~nce ', etc. , and l eave out juncture, 
right? 

Dr. Fels : Tnat would ~e a vital dif f erence . 

H:.J , .rr: Jutt st art off ' because I deem it 1o of prime 
i m;:>oJ•tance 1 • 

Dr. Fei s : Would you cons i der preced ing that with a et at c­
JOont jus t trcntine; it as e. monet ary acti on. This almoot 
r eaches pure political action. 

Dr. White : It hee a very l arge basis on political action. 

ffii ,Jr: Listen! Her bert Feis i s here repr esenting the 
St ate Depart ment. This i s a matter of f oreign affairs . If 
he objects , I would no t d~ it. 

Dr. Feis : I nAve confidence , I think, i n ~ Judgment 
to s uggest l eaving out 'Junct ure of world affa irs '; secondlY, 
1t be coupled and prefer ablY preceded by a short statement just 
treat ing it ae monet ary action . 
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F!ll , Jr: 
eome t.h lng? 
beceuse you 

(To Dr. Fela) In two uinutee can you write 
A!ter all, the reason I have you here le not 

are a good looking f ellow; (See • below) 

(Dr. Feie then di c t ated the following and'1t was read 
~loud t o the Secretary: 

In r esponse to the act l on of the French Government 
••e have been i n diScuss i on wit h the French and 9rit1sh Treas­
uries r egarding the s ituation t hat hae er.!.een. I am happy 
to be able to declar e t.hRt the cooperatl~n 1n t ho monetary 
sphere embodied 1n the Tr1part.1to Declaration will remain in 
full working forc e and will continue to h~ve t he full eup,ort 
of the Tr~asur1ee of t he participa t i ng countries. 

~. Jr : If you don 't mi nd, let me take 1t 
cnance, but I w!ll no t make any declerati on. 
as a matter of tact , ~nd t one it down. 

and t ake a 
Do 1t. Jus t 

Dr. Fel s : If that's your deo1s1on, yes, sir; but I 
v1asn ' t suo-eo tine golng t hat far. 

Hl.! , Jr: That' a all rlt;ht.. VIe vtlll let the thins oarry 
itself . I l et you alt. her e because I want you t o have a veto 
:;>o·.7c r . 

Dr. Fe ia: I hope I am not making a mi s t ake. 

m· .Jr: TM t.' e all r ight . At l east we have kept Sir 
J ohn from go! ns ?ff half-cooked. 

Dr. Fe1s: You have done a maenificent Job. 
bad you saved Sir J ohn. 

It' s t oo 

H1.! 1 J r: You men all stay. We will Just have t o t ake a 
chance and I will do the best I can . 

* n<ote : l'fh1le Dr. Fe is was di cta tins his <!ra ft, the Secr e­
t~ry went into his recept i on room where ~. Jul es Henry wne 
waiting , and gave bim a copy ot his message to Sonnet.) 

The newspaper men then came i n and following is a trans­
cript of the questions and answers a t the press conference: 
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After the newspapermen had left t he Secretary ' s office , 
Hll,Jr. inquired of Dr . Feis: Herbert, are you sati sfi ed? 
Dr. Feis r eplied , Thank you very much. Yes , s ir, I am. I 
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hope I wa s not t oo abrupt. Hm, Jr 1 e answer wa s, "Just remember 
t his , pleas e . 1 asked you to come over not f or window dr ess­
ing and when you wanted something I was more t han pleased t o 
g ive you the vet o power . I am perfect ly satisfied. I am 
perfectly sati sfied , but Just t ell that to Cr. Hull when you 
go back . " Dr. Feie said, "Oh, or course.• ffi1,Jr . cQnt1nu-
1ng said, "But I am perfectly satisfied. The i mportant thing 
is what we accompl i shed. " Dr. Fe is asreed, eay1ng, "ExactlY." 
The Seor eta.ry added, "And if we underplayed i t r s t her than 
~verplayed it, well that i s not important . The important 
thin& is that we could get t h is t hing across; that Sir John 
Simon would take 1t . • 

Dr. Fe l s t hen sal~ , "I t hink I had b etter go over and ad­
vise Secret ary Hull. I again thank you very much and I think 
it wPs a rtne J ob ." Hll,Jr's r eplied, "lac perfect ly satis­
fied . As I have t ol d you all, you are no good as advisers 
unless you can s t and up and t ake it . I appr eciate your cour­
age (to Feis) in doi ng what you d1d . " 

Dr . Fels and the rest or the group left t he Secretar y ' s 
otfl ce, wi th the exception or Ur . Taylor. 

The Secretary asked Taylor to send for Trentham to como 
d~~~ rroc the 3r1t1sh Embassy t o receive a copy of t he message 
to Bonnet . ~.Jr also asked t he oper ator t o call up t he Dutch 
Legation, Be:te1an E:cbassy a.nd Swlss Legation and ask t hem each 
vo send a r epresentative down to see Lr. Taylor, Ur.Taylor has 
an important message for t hem . 

The Secretary t hen placed calls for Senator J oe Robinson, 
Sr>eaker Bant.head, Senat ore Llc!IIU'y and Pittman, Ecc les 1f he 
was in hie o~fice , but not to coll h im a t home . Transcripts 
of these conver sations follow: 
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li. ld· Jr : 

'Ireasury 
Operator: 

H.M.Jr: 

Senator 
nob!nson: 

H.M. Jr : 

R: 

H. W.Jr : 

«: 

B. !.i.Jr: 

R: 

B. U! . Jr: 

Hello. 

Senator Robinson. 

Bello. 

Bello, Mr . Secretary . 

Bow ar e you? 

Fine, a nd I -

July 1 , 1937 
9:43 a . m. 

Joe, I wanted to tell you that I•ve 
been working right straight tarough 
the night rt th t he English and w1 th 
the Fr ench and we finally came t o the 
agr eement that we would continue the 
tripartit e agreement for tne time being 
because the French have assured us that 
what they ' ve done with their currency 
is simply t o take care of t heir internal 
situation and they are not seeking a com­
petitive advantage in the world field . 
You see? 

Yes. 

So at 9:15 - I only got the t hing -
we worked right through the night -
why the English and the French and 
ourselves agreed to give out a simul­
t aneous s t at ement and I wanted t o let 
you know about i t in case you were 
asked. 

Yes. Thank you. 

hnd - we sLaply f elt that i t was so 
important that Ne should be - do every­
thing possible to continue i t. If the 
French can' t t ake car~ of themselves, why 
then we can always cancel on 24-hours' 
notice. You see, it' s just a day-to-day 
agreement. 
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R: 

H.loi . Jr : 

R: 

H. loi . Jr: 

R: 

l! . loi . Jr : 

R: 

H.li . Jr : 

R: 

- 2 -

Well, what agr eement is that now? 

~be tripartite agr eement. 

Tne tripart what? 

Toe trtpartite agreement - the agreement 
between England and France and ourselves 
that bas to do with the handling of cur­
rency . 

Yes , sir. 

See? 

All right. 

Thank you. 

Thank you very much, Henry . Goodbye. 
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H.P.!.Jr : 

"pea,ker 
Bankhead : 

H.!I.Jr: 

H.M.Jr: 

B: 

l:l . ll.Jr: 

B: 

H.M.Jr: 

B: 

a.M. Jr: 

B: 

H. ll.Jr: 

Hello . 

Hello, Mr. Secretary . 

How are you? 

Zine, thanks . 

July 1, 19.37 
9:46 a.m . 

Mr. Speaker, I 1 ve been working right straight 
through the night wi t h the English and the 
French -

Speak a l ittle l ouder please . 

I 1 ve been wor~ng right straight t hrough the 
night Nith the English and with the French 
on this French sit uati on . 

Yes . 

And -

Well , I apprehended you had . 

Well, I wanted to let you know tha t just about 
ha lf an hour ago I came to an understanding with 
the English a nd with the French that we would 
continue the tripartite agreement until further 
notice. 

Yes. 

VIe find - we think it most important at 
this time that we do continue it and the 
French have given us sufficient assurances 
that we feel that we can continue it on 
a day-to-day basis. And I wanted t o let 
you know that . 
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B: 

B.M.Jr : 

B: 

B.M.Jr : 

B: 

H.M.Jr: 

B: 

B.li.Jr: 

B: 

H.!.t.Jr: 

B: 

H.li.Jr: 

B: 

B.N.Jr: 

B: 

H.lf.Jr: 

- 2 -

Well, I •m very happy because I •ve been 
very disturbed about it . 

Well -

Do you think that in view of their critical 
situation they ' ll be able to carry through 
the agreement from d ay-to-day? 

Well, they 1 ve been able to do so up till 
t oday -

Yes. 

And our understanding with them is simply 
on a day-to-day basis . 

I see. 

Now, of course we don't deal in their currency 
and we only do it under - at t heir directi on 
and for their accounts. 

Yes . 

So the American Government isn't taking any 
risk . 

I see . 

We don ' t ris~ one dollar . 

Yes. 

But x ·ve done everything I could and they 
have given us assurances and so we announced 
at 9 :15 in London and Paris and Washington 
tha t the agreement would still cont i .nue. 

Well, that's fine. I hope you' ll - tbey•ll 
be able to tide it over because I have appre­
hended that unless the terms worked permanently 
it would be v ery bad . 

It would and i t would hurt our -
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B: 

B.M.Jr: 

B: 

B.l.I.Jr: 

B: 

H.!4. Jr : 

B: 

H.r&. Jr: 

B: 

B.!A.Jr: 

- .3 -

It would hurt our own securities and credit -
f oreign situation and domestic· too. 

Well, it looks as though we have tided it over. 

VIall, I congratulate you and I hope you'll 
be abl e to stabilize it some way. 

Thank you, llr. Speaker. 

You made the announcement to the press? 

We •ve made it simultaneously in Washington, 
London and Paris at 9: 15. 

All right. Well, I thnnk you very much, 
Mr. Secretary, because I was thinking about 
that thi ng my self' throug b the night some . 
Thanks, thanks very much and I guess you' ll 
want to go and get a little sleep now. 

\Yell, I just bad a little. 

Ba-hs . All right. 

Thanks , sir . 
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R. Il .Jr .: 

Treasury 
Operator : 

R . .. J r . : 

;.!: 

ri • •• Jr .: 

Ll: 

t! . ' ... . Jr .: 

r.t: 

• .• • Jr •: 

1 : 

Hello . 

Sen a tor llct-lary. 

Put him on . Hello . 

Hello , Ltr . Secret ary . 

llow are you? 

All right . Bow ar e you? 

Jul y 1, 1937 
9: 56 a . m. 

P1•ct ty well. Senator , we \'/or ked right 
strai !;ht through the n1t;ht last night 
VIi t h t he Frer.ch end with the British . 

Yes . 

And about 7 o ' clock this mor ning I 
cumc to an understanding with both of 
t hem • •.• 

Yeah . 

1! . ~ . Jr . : •.•. thai~; lYe woUld continue the t rioartite 
agreement until further notice . 

1 : 

ll . 'l ,Jr .: 

1 : 

p •• J r .: 

Uh-huh . 

Now the French are giving us t he same 
t echnical ar r angements so that we can 
continue to keep the - our exchanges 
on un equal stabilized basis . 

Yes . 

And I t hought that \'le stDuld do e.verytbing 
possible to keep t he agr eement alive and 
the French have done everything that they 
can to offer thei~ cooper ation. 

Yes . 

. 31 

Regraded Uclassified



H. ,. . Jr .: 

M: 

H. !. Jr .: 

U: 

u • • Jr .: 

u . J. Jr .: 

!:: 

H. L. Jr .: 

- 2 -

And so we are going to continue just 
as l ong as the French can hold up t heir 
end. 

Well, tha t ' s fine . 

And we haven ' t risked one dollar of our 

~~ ~~~~~,a~~ ~ ~~e~e:~ ·~~i~e~tp~i~ci~~~r 
money . And we announced it here and in 
London and in Paris at 9 : 15 Washington 
time , and I jus t r1anted to let you know. 

Well, t hat 1 s a\;fully nice of you . I ap­
preciat e your t houchtfulness . 

And it means a lot - 1f we did..'l 1 t have 
something l i ke this, we just would have, 
I ' m afraid, financial chaos in the foreign 
exchange . 

~ell, that ' s very nice . That ' s a fine 
job and I appreciate your ~iving it to 
me. 

Than1t you, Sen a tor. 

Thanl< you, lolr . Secretar y . 

Goodbye. 

ooOOoo 
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JR 

Soor otnry of St at e, 

· ·cnhi~ton . 

nusn. 
887 . Jul y 1 , 11 c .m. 

GRAY 

Paris 

Dated July 1 , 1937 

Rc c ' d 9:30a .m. 

33 

S!Jocir-.1 1'in<.nc\l bill ''hich \70.t:l l o.i<i before t>,-> Chrunbor 

of Deput i e s b7 tho Cho.utomps Goverrunont on Juno 2g •·1r.s 

promul(!;t'.ted :-.s l c\\v in tho Of~iciol of J •.1ly 1 . The docr ooo 

t nlten in virture of this law, . tho t ext of which was 

transmitted in my telegrc~ No . 881 of June 29, 6 p . m. , 

must be aubmi tted for ratification by the Ch~ber of 

Deputies uithin throe months f rcm its promulgation or 

in :-.ny c:-.se .:>.t the first sitting of tho e:xtrnordinc.ry 

se:~Dion of 19:57 . 

Of:ticie l todny c.l so publishes (one) decr ee modifying 

tho monetary l aw of October 1, 1g35 and approving c now 

conve ntion \7ith thu Bcnk of J:i'r r.nco, (tm ) decr ee providing 

for the reopening of stock o:xohcngus on July 1 (but silent 

r egr.rc'in.:l r .:lopdning of produoo oxch:-.ngc s) ; {three) docroo 

cbrogctinc provisions of docroo of June 28, 1937 

provid i nG for tho auspon:~ion of li~bility for payment of 

corte in 
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JR #887, July 1, ll n ,m,, from Paris , 

certa in bills of exchcngo nnd other commercial commitments 

oxprossed in gold nnd foreign currencies (see my 975 

Juno 29, noon) , 

The fol lowing is n translation of the decree 

modifying tho 1110netary law of October 1 , 1936 and approving 

convention nith the Bank of France : (END SECTION ONE) 

DULL ITT 

CSB 
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JR GRAY 

Pc.ris 

Dated July 11 1937 

Roc 1d 9 : 40 c. . m. 

Secret~~ of State , 

~ucn . 

087, July 1 , 11 c. . m. ( SEC'riON T~YO) . 

"Artic l e 1. The provisions of Article 2 c.n d of 

par~.:;••:-. h 1 r..f Article 3 of the l.onctcry Lo.w or October 1
1 

19:56, :::rc r o · l :::c ... d by the t ollo11in~ ?revisions . 

1Articlo 2 . The new gold content c r the frc.nc 

Pren~h monotnry unit s~.ll be !'i:te d later by decr ee issue:i 

by tho Cc.uncil of ~iinisters . 

The c cn : itions or conve r tibility into gold of notes 

of the !::-.:1!~ of Frc.nce shall c l so bo rued by dec r ee issue d 

by t:~e ~:'uncil of !!iniste rs . 

Po.r,·.,3r:.!Jh 1 of Article 3 . t;ntil the i ssue of the 
\ 

first cl.o croo oontomy.>l n t ed in tho !_:l r a codint; a rticle an 

exch~.n.:.o stc.blizo. tion rund sh.-.11 ho.ve the runotion of 

r egulr-.t inc ~ho r e lb.tionsh ip bo t rtcon the r r o.nc c.nd roroign 

currenci.e o t . 

' "Article 2 . The o.grcomcnt c oncluded on June 30, 1937, 

bc t >1ccn tho ;:.m ister or Finc.ncc o.nd the Gove rn<'r . or tho 

B:ml: or ':.•::-.n co tho t ext or l'lhi ch is c.t t a ched to tho 

presoJnt 
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JR # 887, July 11 11 a .m. (SECTION TWO) rrom Paris . 

pr esent decr ee i s hereby approved. 

"Article 3 . The provisions or the decr ee or 

Juno 28, 1937, postponing the payment of bills or exchange 

nnd other commer cial commitments expressed in gold 

or in fore i gn currencies nre hereby r atified . 

i3ULL!TT 

KLP :r::tc 
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JR 

Secr etary of State, 

Washington. 

RUSH . 

GRAY 

Paris 

Dated July 11 1937 

Rec ' d 9:10a .m. 

8871 July 1; 11 a .m. ( SE C'l'IO!l THRE:S) • 

"Article four . The present decree will be submitted 

for the ra~ification of the Chnmbers i n conformity with 

the provisions of the law of June 30 , 19::'7" . 

The following is a transaction of the convention 

dated June 30, 1937 concluded between the Minister of 

Finance and the Governor of the Bank of France . 

"Article one . By der ogation of article 8 of the 

convention of June 23, 1928 the Bank of France undertakes 

to grant t o the s tate upon the demand of the Minister ot 

Finance and in addition t o t he advance s provided tor by 

articl e 3 of the convention of June 18, 1936 additional 

provisional advances for a maximum amount of 15.billion 

francs . 

"Art i cl e two . These advances will be subject to the 
' ) ~; 

conditions laid down in the convention of June 18, 1936 

as conc~~o atlvances r ef erred to in art i cle 3 of the said 

conventionn~ Gene~al Council of Bank of Prance ratified 

the convention last' night . 

(::.;ND Jtc:SSAGE) • 

BULL ITT 
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- . 

B.IJ . Jr: 

H. Merle 
Cochran: 

B.li. Jr: 

C: 

H.U.Jr: 

C: 

B.M.Jr: 

C: 

B. 'l .Jr: 

C: 

B .~ .Jr: 

C: 

8 . 14 . Jr: 

C: 

B. I4. Jr: 

C: 

B. li . Jr: 

C: 

B. II.Jr: 

Hello. 

Bello. 

Yes? 

Mr . Morgenthau? 

Talking. 

July 1, 1937. 
10: 16 a.m. 

nell, Yr. llorgenthau, I Just was over to the Minister of Finance and saw Bonnet himself at five minutes past three. 

Good. 

And I told him - I gave him the message -
Yeah. 

Xou see? 

Yeah. 

And he took it down in French. I translated it - I ead it first in English and then 
translated it into French. 

What time were you there? 

Five minutes past t bree . 

Good . 

It's only three minutes from here you see. 

I see . 

bo I saw him himself alone . 

Yes . 
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H.!J.Jr: 

C: 

H. M.Jr: 

C: 

H.!J.Jr: 

C: 

H. 'J .Jr: 

C: 

H.M .Jr: 

C: 

lf.r.!.Jr: 

C: 

H.!J. Jr: 

C: 

B. r4 .Jr: 

C: 

- 2 -

And he asked me to tell you tbat he was very 
much touched by your message -

Yes . 

Tha t he a ppreciated this assistance and 
your good wishes as well. 

Yes. 

And he said that he would send you a 
personal acknowledgMent of appreci ation. 

No1v do you think tha t it would be a nice 
t hing 1f I telephoned nlm or not? 

I don ' t think so. I think he ' s going t o 
wire this t o you. 

Fine. 

Because his secretary asked me if a wire 
at W11shington now would reach you, you see . 

I see. 

bnd when I'd read t he part though about 
France emerging from temporary difficulties, 
he shook his head r a ther sadly . 

Yeah. 

And then reminded me t ha t he had said last 
Sept ember at the time of our agreement that 
the social progr11m would prove too heavy a 
load to the Treasury and the franc. 

Well , if you ever saw the statement that 
Sir J ohn ~imon wanted t o send -

Yes. 

And then saw this -

(Laughs) 
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H.U. Jr: 

C: 

H.ll . J r: 

C: 

II . M.Jr: 

1.: : 

II . ..! . Jr: 

C: 

li . ll . Jr: 

C: 

ll . r.! . Jr : 

C: 

H. ILJr: 

C: 

H. M. Jr: 

C: 

H. M.Jr: 

- .3 -

And Sir John Simon took my statement word 
for wor d - didn't change a word. 

I s that so? 

But he is going to go ahead and send pr ivately 
and confidentially the one that he wrote t o 
Wr. Bonnet. 

tha t ' s what Butterworth t old me . I should 
say -

And after Mr. Bonnet gets that , t hey ' ll have 
to put -

Hello? 

They ' ll have to put weights on him to hold 
him down. 

I see. 

Hello? 

liello . 

I mean after he gets that now - I mean 
there's no reason why I should scold Bonnet 
and my whole attitude is one of sympa thy 
and t o do everything possible to make it 
easy tor him. Hello? 

He didn' t do t he Job . 

WhatY 

I s ay they're up against a hard proposition. 

Surely. 

He told me how much he regret t ed leaVing 
Washington. 

Yeah. 
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H. 'l.Jr: 

C: 

H. :.t .Jr: 

C: 

a .. J .Jr: 

C: 

H. U.Jr: 

C: 

H • ...! .Jr: 

C: 

II •. J .Jr: 

C: 

H. il.Jr: 

C: 

H. l.l . Jr: 

C: 

H. :.! . Jr: 

C: 
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l•nd tha t he had asked tha t they leave his 
post open there . 

I understand. 

And he sai d if he doesn ' t get support he wants 
t o go back . 

Uh-huh . Well - but he liked my message? 

Yes. Be said that he was very much touched, 
tha t he appreciated your help •• • 

Fine. 

41 

••• and good wishes; that he would get in touch with 
you direct ly and he 'd expr ess -

Fine . 

•• • -a personal hCknowledgment . 

Well , I 1m going up t o the farm t onight and 
get a little rest. 

hnd he also said that be was very sorry not 
to have seen you -

Yes. 

- at hi s departure and hoped that you•re getting 
on all right now. 

Fine. All right. 

And he really appreciated it. 

Fine. 

And t hen since then I've given the copies -I 
gave Rueff the copy in English. 

Yes. 

And t here ' s one other thing I should mention. 
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11. 1&- Jr: 

C: 

B. :J .Jr: 

C: 

H. ld .Jr: 

C: 

H. 'J.Jr: 

C: 

d . :i .Jr : 

C: 

C: 

ll. id . Jr: 

C: 

li.M.Jr: 
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Yes . 

I Just received a tel egram from your friend, 
Bachmann up at Zurich who says •Could you 
give me informa tion about consequences of 
French monetary measures on tripartite agree­
ment? Does it remain unchanged?" 

Yeah. 

Marked "Ba chmann. • 

Well , wba t we did an hour ago - we sent 
for the Swiss, Dutch and Belgians and told 
t hem what \Ye 1d done here. 

Swiss, Dutch and Belgi ans, is that - do 
you mean -

f he Dutch , the Swiss and the Belgians . 
Hello? 

Yes . 

Vie sent for - we t old their embassies to 
send somebody down t o see Mr. Tayl or. 

The Swiss, the Dutch and the Belgians. 

Yes . 

The three otber countries. 

Yes, and we• ve notified tnem here what 
we've done. 

I see . 

See? 

Yes . 

So I have no ob j ection to your telephoning 
Mr. Bachmann and telling him informally 
what happened. 
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C: 

H.!i.Jr: 

C: 

H. loi .Jr: 

C: 

H. ~.t . Jr: 

C: 

H. M. Jr: 
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All right . 

That renders - that - you can do him a 
favor tha t way. 

Yes. I can get him right away and give 
him that message and tell him to watch out 
for the message which you mention. 

Yes and I think it would be nice - hello -
hello? 

Yes? 

I think I would telephone Tripp and I'd 
telephone Franck. 

Yes, sir - the Belgians. 

Yeah. 

All right, I 'll get busy . I can still 
get them I think. 

Well , and if you don ' t get them, leave 
word that you tried to get them. 

All right, fine . 

See? 
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!low l' 11 telephone the three central banks, then 
now? 

Yeah. I feel very happy about this. 

I think it ' s the wise thing. I honestly 
do . I would regret any hasty -

Yes. 

- statement of course before we knew what 
they were going to do . 

Now bow long it will last, of course, 1s entirely 
up t o the French. 
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And as to what we shall do about them -

llo, no . 

And to scold them or to break the thing 
up now Just gives them reason to form 
another policy and say, •Well, we're out 
of it; we'll do what we please.• 

Tbat 1 s right. All right. 

I 111 get this message on and 

Well, we 1 ve got the r ate . I've got the rate . 

You've got the r a te so you know what t o do. 

Yes. 

Fine . 

Thank you. 
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l'!. 'd . Jr: 

George 
Harrison: 

H. 'l. Jr: 

H: 

H. r.t . J r : 

H: 

B: 

Hello. 

Hello, Henry . 

Hello, George . 

Good morning . 

Good morning . 

July 1, 1937 
ll:l9 a .m. 

I think - I wanted to compliment you -
the way t ha t you1ve handled this t hing 
bas been splendid . 

Thank you. 

Cariguel ha s Just called up about the message . 
He said that the message a nd the note you 
a t tached were very good . 

B. M.Jr : Yes . 

B: 

H. !.! .Jr: 

B: 

H. !.l .Jr : 

B: 

And t hat the feeling over there was one of 
grea t appreciation for hel ping them over 
this . 

Ye s . 

But in the back of his mind - the discussion -
he ~athered tha t they judged you as particularly 
helpful - they put t he emphasis on you. 

Well, of course, I had - I mean some time when 
you g et down, I'll show you t he note Sir John 
Simon wanted to send end did send t o Bonnet on 
a personal, confidential basis . He just scolded 
them and everything else. 

Yes; well , they knew that and that ' s the 
rea son they f eel t lw t way about you. 
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H. J.I.Jr: 
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H. M. Jr : 

H: 

H .rJ. Jr: 

l:l: 

H.:.I .Jr: 
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R: 
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H: 
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That- last night at one o'clock we worked 
out this note, sent it over to Simon, and 
Simon took my note word for vtor d and cUdn' t 
clnnge a word . 

Xes. 

And- but he wasn 1 t going t o give out 
publicly his, and it' s a terrible note 
and I understand from people who have 
deal with him befor e that they say he 
gets very irritable and goes off and -
often ha lf-cocked. 

Yeah. 

And certainly this is no time to be 
scolding the French -

Yeah. 

And sometime I•ll show you the note that 
he sent - it was t errible . 

Yeah. 

So -

He uctunlly sent the note anyway, did he? 

He sa id to me, he said, "!low, I 1m only 
to make public the same a s you are but 
if you have no obJection, 1 1 m going to 
send private and confidential the one 
I have written," he said, 11to !lr. Bonnet 
as a personal message." 

Yeah. 

Bonnet 
and of course what the English are doing 
is insisting that the French name the 
rate but we tried tog et the English to 
name a rate and t hey never will. 

Yeah. 
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a . ..a . Jr : 
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H. IJ.Jr: 

H: 

B.1J.Jr: 

H: 

H •.. 1. Jr : 

H: 

1:1 • .\I.Jr: 
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H . iL Jr: 
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Now they ' re insisting that the French do . 

Yes. 

hnd I don ' t think Bonnet ' s going to take 
it. 

I think the French have a very good answer . 

Yes . 

Now we•ve got an order to sell francs 
at ) .8)81 and to buy them a t ) . 8281, which 
is a very close point, and it sounds like 
old days really . 

Yes. 

No.w toa t price tney• re giving i s as com­
pared to the pound 
to the dollar . 

I unaerstnnd . 

"Dd we ' ve also got a gold price - they are 
willing t o sell gold a t the equivalent of 
) . 8925 . 

Yes. 

"ad to buy it a t 3 . 8341. 

Yes. 

Which also is good . 

Yes . 

Aaoke a sked him what he thought the other 
members of the tripartite arrangement would 
do - whether there is any chance of their 
devaluing, and C&riguel said he didn't think 
there was any possibility of that . 

Uh-huh. 
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H • .M . Jr: 
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H.J . Jr: 

H: 

I! . 'J. Jr: 

H: 

H. J .Jr: 

H: 

H . .J .Jr: 

1! : 

H. '' . Jr: 

fi : 

H . ... . Jr: 

1! : 

1!. 4. Jr: 

H: 

I!.M. Jr: 
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That the cost of living in France i s 
JO per cent higher t ha n in any of 
t he other three countries . 

Yes . 

nnd that they could therefore jus tif y 
their r eduction on tha t basis . 

Well •• • 

Well, that ' s all gossip. 

Yes . 

And that' s all I've got. 

Well, thanks, and we ' re all right for a 
while and my guess is tha t the other coun­
tries will no t devalue further and we notified 
them - their embassies a nd legations here as 
to what we ' ve done . 

Yes . 

nod we •ll just have to watch now . And a s I 
understand it, they ' r e trying to do what 
they call a "parti" in French. 

/I ell - ah - yes. 

What? 

48 

Yes, yes, yes - I t hink- and t hey ' re the ones tha t •• • 

I• ell 

I t 's a floating franc; tha t ' s what they ' ll all 
call it . 

Yes . This is no time to s cold t he Fr ench . 

No, I agree Hith you completely on tha t 
philosophy. They have taken an awful licking 
and are in a hell of a hole, and I think t hey 
are t rying to do a job, belatedly , but t hey 
are t rying very bard . 

Righto . 
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H. '.!.Jr: 

H: 

H. 'J,Jr: 

H: 
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H: 

H.:d. Jr: 

H: 
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- 5 -

Incidentally, the Bank of England - toey bought 
two and a ~uarter million pounds, eleven million 
dollars, today. 

Now what ' s the significance of that? 

Well, it meant tha t a t those r ates, you see -

Yes . 

The franc was strong at 3 . ~281, in other words. 

I see. 

'l'hey sold francs and bought dollars a nd pounds 
a t that r ate • 

• ~ell, that's all right, isn' t it? 

Oh yes, that's all right. I 1m glad to hear it. 

All right, George. 

All right. 

Thank you for calling. 

Thanks . Good night. 
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so 

FOR TH~ P!UC:'liDJlliJT OF THE UlUo;:>ED !1'!'/,T:>S : 

On MY return from the weddinr lust night at 8:45 

1 round the following me sanae awaiting me . INS!l:RT 1 {Ji . ..JJiN . .,..fl.... 
4-L '4 } 

/, tter three hours work with tho ass i stance of the 

f ollowing people, l~r . l'Jnyue C, Ta ylor, Llr, Herman Oliphant, 

~ .:r . Clarence Opper, 1!.r . Ar chie Loohead, Dr. Harry VJbite, 

:>r . Juoob Viner, Dr . Vlinfield Reifler , ani Dr. Herbert 

Foiss , and the espe cially able representation on the part 

of r:r . Butterwor t h of t he American Embassy i n London, 
• ' I telephoned at twelve o • cl o cl: Eastern Standard '!'ime ~ 

the f ollowine message t o Butt erworth f o r Sl:n Sir John Simon. 

l!:~~T 2 . 

At seven o ' clock this morni1]8 Buttel'\·.-orth telephoned 

me t ho following message from Sir John Simon which I took 

over the telephone and i s consequently not l etter perfect. 

~ .. 
I> 

8 

.. 
l!ffiDT3 , ~ 

;., 
At 9 :15 Eastern Standa rd Time I gave out the following 

0 
P 

- (}J ~·~ ,_...., .. 
message to t he American Press.( Xli8SJiliiCm I have se'nt~o Finance ~ 
:.tiniste r Bonnet of France wh1ch is i dentical wi th a message being "' 

I was sorry that I was unable to rauch you on a ccount 

ot your being a t the wedding . I sincerely hope that the 

ac t ion Whi ch I ha ve taken meets with your e ntire approval. 

HENRY MORC:Eiri'!U•U , Jr. 
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'l' ELEORJ.l.l 
Dhpa tched froo 11h1te llouae 
to Pre a1 dent a t R;rde Park 
July lat, 1937, 11:25 a. m. 

On "'Y return from the weddint; last ntght at 8 :45 I found the 

followt~ message awaiting ce: 

•secretary of State , 
lloahitll:ton 

Urgent and Rw!h 

For 'l'roasury froe ll\ltterwo1·th 

London 
Undated 
Rec'd 5:30 p.m., 
June 30, 1937. 

Inasmuch as tele~one connection wuo so poor and 

British Treasury boa now informed me that they feel that 

o decision by Ur. Uorgenthau t onieht, regnrdl eaa of the 

fee t that it wil l not reach here until the early hours 

of the corning , i s hignly deoi~~lo (repeat highly desira­

ble) I ~~"' :mtting on the dlnct wire the Chancellor of t he 
• 

l'!xchequer 1n ceasage to the Secre t~ ry of the 'l'rea.sur,y 

toae ther with the ~nancellor 1 e ~ro~osod repl y to Bonnet. 

The former reads as followll ' I have received written reply 

from Bonnet together with fUrther oral message today. Oist 

of hie statements ia thet French equalization account can 

and will obtain gold from Bo.nk o! France for purpose of 

~porting f ranc and that it ia not their intention to allow 

franc to fluctuate without control. On the other band the7 
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~~ticipate e drop when mnrkete r eopen. In t heir view pre­

exis t i ng arran&e~nta tor techni~ coo~eration between 

exchanee fundi can be resumed with aole difference that 

franc ... ill not be held witlli.n <>revioue gold lii:lta. !hey 

pressed atro~ly for repl y t oday e a t o whether we r e&ar4 

thi s new dopertu.ro aa coming within tripertito monetary 

agreement . ilhi\o theae eXJ>lanntiona mal:e "oei t i on clearer 

in cer tain di roc tiona ther e is of courae no certainty ae to 

l evel o! whi ch franc will be allowed t o tall or as to eucceaa 

with ~hich they wil l control f l uctustiona thereafter . ~ 

!eeli~ it ~t it will be desirable t o continue arrengenen ta 

envioaged in tripnrti t e mone tar; ~reemont tor present but 

it will be impoaai ble t o decide on our final at t itude unti l 

we have eol:le e:~<perience o! whnt h&!>P&na. I am anxiou" to 

avoid a ,coition in which we should announce that tripartite 

=onetar-; c,..-.ree:oen t continued in full force an4 then on finii D& 

t~t tho aituntion waa developing on unaatiafactory linea ahould 

oursel ves be colOT>&lled t o n'?peo.r later o.& bringing agTeement t o 

an end so far na France 1a concerned. I ehoul d explain tllnt it 

ee~ to ua thnt the whol e question whether the franc can be 

austslned ~nd there!ore whether i rancP can continue inside 

the tri,..rt1 te mone tary agree::.ent 1a ~~~&inly governed b)' the 

r eality or otherw1Ge of the budgetary re!orr:.a which 'Ohe new 

French Government are now foreabadowir-&• Unleae we han oome 
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clearly defined point a t which they can hold the franc , 

we ahould be powerleaa t o i ntervene in the whol e mat ter • 

.11th this in mi nd I propose to send followill(; repl y t o 

:Soru1et 1f you see no objection.•" The duft r.lpl ;r to 

~onaieur Bonnet rende aa foll owa: 

• • 'llle Cbrulcellor t~..a !!oneieur :Sonnet !or the measagea 

co::nu~icnted to<llly by Uontlleur l.:onic::. In view of the 

1nc1atent der.ands cede i n t he Britiah Pnrliacent for an 

i ••.ediote Gtete::mnt , and bearill6 i n o1n4 the representations 

wh1cit Uonsieur Bonnet nnde , the Chnncellor thh afternoon 

mn4e follOI':ine sta temen t in the Hou.ae of Coon:ons , of r.hich he 

\Uidol'ttnnda L!onsieur Bonnet already hat a copy. The 

Chn ncellor 1e ~:;lad t o have the furt her i ndications .:;iven of 

t he t>ea~~ea which the French Government propose t o take in 

c(>ll;lec tion r1 th the exchan,:."'! value of the franc . He hea 

noted that the ?rench e~~ization account both can and ~lll 

obt.\in ,;;ol d f r oa the :sen;.: of ?ranee for t11e purpose of 

&U'PJ)O l'tint; the franc henceforward. At the aao:e tioe the 

ChAncellor i s not unnaturally nnxioua ac to t he immedi a te 

'lOS~ oion which lllllY arhe follow ill(; t he reopeninG or ~he market 

when it 1a anticipated that n f nll in the !rnnc lllllY take place. 

The Chancellor cannot conceal that n movement of this kind lllllY 

cause consider able apprehenalon in t h h cOil.Dt ry and will render 
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lils l!aJeaty'a Ooverm>ent1 a poeition difficult. !be 

CU<ncellor h11~ noted thllt 1t h Uondeur Bonnet'• int~ntion 

to conti.nue the • .,., type or practical arrancemente !or 

canage~~n t of the f ranc oa bllve recently been in force in 

coopera tion with the Br1t1ah and United Sta te• author i tiea. 

In vi'"' or the general chllr~M:ter of the decidon reached by 

t he French Govenu:lent ,.hich, 118 i ndicated in hie .-.esoage 

:res t e r c!e.;', the Chancellor feole ,.,... hn.ve mor e seri ous r eper cue­

oiono t hrul the trench Government hllve a csumed, the Chancellor 

ce.nnot avoid apprehensi on bot h on t he acore of the l evel t o 

which the franc m31 fall and on t he difficulty or controllin& 

it ... .,~. be remninn for hie pert uncertain how fnr nnd in wba t 

wo.;· the author i tiea i n thb country woul d be able t o continue 

rec i procal arran~ente on t he l i nea which have been followed 

up to now. l!e can only euc_~est thllt the developcent of the 

rnat ;o1· muat be carefully watched and further coneultatione t ake 

plnce ae aoon aa it ia seen how the excl~ge o1tunt1on of the 

franc actually de'<'elopa in the imnedia t e tut ure. So far na under 

the proposed anangeoen ta the franc is kept rda th'ely etee.dy 

end not t oo for from recent level , ho ie willing that the 

practice under tripnr ti t e monetnry agreement aho~ld continue but 

he would like to know before buaineae open• on the let July to 

what preciee level es cocpared with ~c~nt weelce Uoneieur Bonnet 

will allow the franc to move. 1 0 

IIIUG!WA0 
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Arter three houro work with the auhtance of the tollowin& 

,..ople, Ur. l'l'a,r-ne C. ~lor, Ur. Hercan Oliphant, l.lr. Clarence Opper, 

l!r • .:.rehie Lochhead, Dt-. !tarry llblte, Dt-. J acob Viner, Dt-. Yinf1elc1 

Rei!ler, an~ Dl·. Herbert Jeia, and th~ ea~cielly able repreeentatlon 

on the part of L!r. :Bu.tterwort h of the .ArnerlcM Embaeey in London, 

I tel~phoned at twelve o ' clock East ern Stnndard Time the following 

ceosnze to l!utterworth for Sir J ohn SU:>on: 

"'Ehao:t you for the e:o:preulon of your v lewa trans­

mitted to oe on J\me 29 and 30. 1 regr~t that a brief 

aboence p reclc.ded an 1n -_e<!.iate coa-..ent on your proposed 

r oply to Uoneleur Bonnet. 

" Tal:iJIG into conaideration the limited time within 

.,;,icb Uonaieur Bonnet was able t o o~rate and ;he e:a:treme 

<!.H~lcul tiea of the aituation whlcb face<!. him on hla 

arrivol , 1 !eel t hnt hie feilure ~o conault c~letely with 

our two Treaourlea 1a understandable. 

"I ahnre your apprehension over the repercuaalona which 

night ariae from an undervalued or unduly nuctuating franc , 

but 1 belieYe that we can beat minimite theae dan&er• by 

aYolding, 1n ao far aa poaaible, any move on our pert which 

c!ght add to any lock of confidence 1n the t11ture of the 

!rene. 

"In the preaent juncture of world attaira it ia of prime 

imoortence to preaervo the beneficial effeeta which resulted 

!roo the Tri-pe.rtite Declaration and ita enoruin& arra.ngeoeuta. 
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It na thus dea>onst rated tho.t crut democratic nations 

could, with mutual confidence , crente nnd carry out 

cooperative measures. 

"In view of all theae coneiderc.tiona, it h m:t 

c011vict1on that every reanonabl e effort ohould be made to 

m:lke it poni ble for ?ranee t o continue a~ a participant 

in the Tri- partite Declara tion. 

• I t i s therefore 1:"1 eincere hope and deaire that you 

e.nd I my present to Uoneieur Bonnet eir.ilar mesaa.gec 

comewhat along the follodne; linea: 

'11ow that the French Uinhtry of Finnnce hae been 

c;ivon the poYiere which it aoueJlt to meet the pr esent 

aituation, I look forward t o a continuation of close 

cooperation be tween our Trea.euriea under the Tri-pnrtite 

Dec lara t1 on. 

1 L:&y I expreu to fOU t he si ncere hope that ?ranee Ifill 

aooQ cocrge fro~ the teaporerJ difficulti•a with which abe 

ie now confronted( " 

At aeven o' clock this morning Butterwor th telephoned me the 

followin« meee~ from Sir John Simon which I took over the telephone 

and ia conee~ently not l ett er perfect : 

"I :w most grateful for your me••a&e· I fully 

agree with you ae to the importe.nce of pr easrring the 

beneficial effect of t he tripartite declarati on. 
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·• I 11<1 !endill6 to Llr. Bonnet e. meu (l6e in the terms 

yw cua;ee t ed e.nd I ""' telli~><;; h!Jt: that I understand 

~::at you are aend1111: e. siJ:ll.lar ooc~ and thbt I 

o~st t lut 1! :!r. llonr.e t desiree, and 11' you eeree, 

the two moa•nu~• lhould be r e l ee.eed a~ltaneoualy a t 

5 P . l!. London time , !or publication. I ahould also like 

to have )'0\U' COMent t o 88)' in the Houae or Cornrnona a t 

any ti::.e e!ter 3 P.H. , that I have aent thh "'•••~ 

and that you have tent a siJ:ll.lar meu,..e . .lt t he ~ 

ttr..e I am eendl.nf; t o !!r . :Sonnet a con!ldential , personal, 

t>ee6'4:'J a l one t he linea of the draft col!l'runicat ed t o you 

yest e rday with the substance of which I naa=e you ere i n 

genernl ..nt;roomcnt . 'l'he posdb1Utiec of maintaining with the 

French authoritiea tl~ ~ll ceasure o! cooperation envianeed 

in the tripartite IO'eer.ent and preotise o! that declara tion 

i n the e7ea of t he world cnet, I feel, depend on the !'rMc 

bel n;; :=ep t rela tively stable at a renaoMble r a t e , Md I 

feel th:l.t you "ould fl.Gree for me to t ell Bonne t f rankly o! 

m., conviction• on t hia . " 

4t 9 :15 A. u ., Ena t ern Standard tU>e, I pva out the following 

::-.eufl.Ge to the .klerlcan Pre a a: 

"I have aent the following mea~ t o :rtnance 

llinister Bonne t o! l'rsnce wh ich 11 i4~nt1cal with a 
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ceaaeee beins sent by the !ritiab Government: 

' 1!011 that the French l.linia t ey of f inance baa been 

c iven the powers whi ch it sought t o mee t the present 

ni tu.~tion , I l ooo: forwar d t o a continuation of close 

eooperntion between our Treaeuriea under the Tri­

P"~ti te Decl ara tion. 

1 l!ay I express t o you the aincere hope that lrance 

r.ill aoon e:oerge fro:n t he t e!!!pOriU")' di!!icul ties w1 tb 

r.J.lch ahe 1a now confronted.'" 

I wns aorr7 that I was unable to reach you on account of your 

being nt the wedding. I sincerel y hope tllnt tho nction which I 

hnve tnken meeta with your entire nPJlrova.l. 
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t • • Jr . : 

Tl'fH,su r y 
Op<>ru t or : 

" • ... 
. Jr .: 

' . . Jr. : 

:< : 

'' · . Jr .: 

JI • .• Jr .: 

Jt : 

I' . .• Jr .: 

Y. : 

H • • • Jr . : 

., . 
'1 . . Jr .: 

K: 

H. .Jr. : 

K: 

Hello . 

Mr . Kennedy . 

Hello • 

July 1 , 1937 
11: 25 a .m. 

Hello, Ur . Secret :.ry, hovt are you? 

·o. K., Admiral , how are y~u? 

All right, so f ar. 

Listen, I tve got a 
the name of Aomiru 
across my desk -

toll{lh guy here by 
.,aesche sitting 

TI1:.t 1 s right - he ' s a good man for you 
too. 

Yeah, he ' s al l ri&ht. 

Yeah . 

And he walks in here and says 'Want a - " 
no , alr eady trained t hese fellows , see? 

Yeah . 

·::ell , I says, •Fine, I ' m -" 

You say, 11Bow IIIUCh?• - Uon 't kid mel 

E..xactly, yeah . 

Yeah . 

He said, •Two million ." And I sai d , 
"VIell , if the Maritime Commi ssion wants 
to get the money, we ' r e glad to do the 
work but I ' m not going to ask for any 
money. " 

Ha- Ha . Good. 
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\/ell, I didn ' t know nbout this yesterc'ay. 

I ~ti id, I me&n when t hey told me tha t t he 
Coast Guard r~as going t o put up the doul"h, 
why I just reversed t r e - held onto my 
s ide and •:ondered when the hell you were 
;;oilll: t o ·et it . 

'',ell , he ' s over here and he ' s sti l l 
r rinning and got one bltaok eye . 

Yenh, he has . 

Y~>uh . 

I n other words you think t h ·t I 1o the 
onl y pl~ce that ow:ht to be shelling 
out dough for you. 

llo, no, but we 've ~;ot to get it - .:e 1ve 
got to cut all our depnrtment s 10 per 
cent nol'; because he o1•dered it -

Laughs . It comes out of the poor old 
Lmritime Commission . 

Yeah . 

I n other words you ' d love to do the wor k 
but you wouldn ' t ·,yant t o pay ror the 
privilege. 

gxact l y . 

\Yell, I don ' t lmow as I blame you a hell 
of a l ot but neverthel ess 

\'/ell, you and I always called a spade a 
spade. 

Thut • s right . 

Yeah. 

\'loll, I think - I said Carl was l'i ght 
yester day . I couldn ' t see any r eason 

Sl 
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why you would unless you people needed 
more experience in training all our 
sailor s . Well, 0 . K. , Henry, I ' ll see 
what ·.ve can worl< out . 

Thank you very much . 

Thank you for t he invl t ution. I ' m sorry 
I couldn ' t r.o but I 1m r oing u p the Cape . 

Oh, lucky boy l 

What are you &oine to take off? August? 

I hope - yes, yes, the month of August . 

But you' re going t o Honolulu t hen . 

Tlu.t ' s right . 

\'/ell , we ' ll get you good t r eat ment on 
our shi ps • 

All right ; 

All right , Henry. Thank you a lot . 

ooOoo 
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H. ~~rrle 
Coct- r ;,n: 
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r : 

H . .. . Jr .: 
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H • .• Jr . : 

C: 

H • .. . J r . ; 

C: 

!! . J . J r .: 

C: 

f' ... Jr .: 

Good mor ning , Mr . Cochran. 

Good morning, s ir . 

Jul y 1 , 1937 
12: 18 A. M. 

I hope I ~oke you up. Are you at your home? 

Yes . 

Well, now, here ' s t he s ituation. I got back 
here about 111ne o ' clock. I went UD to t he 
wedding up there and we 've had t hese var ious 
r eques ts from t he British . You see t hey want 
t o send Briti sh dispatc~es and f inally we 
as r eed- ue· e.ra:te~ a message which I 'hi.ll reo.<! 
to you and which Butterworth is now t aking 
over t o t he British Tr easury . 

Ye s, sir. 

I just got through r eading it to him, see? 

Yes, Butt er wor th is deliverlng it to t h e 
British . 

l'lhat? 

Butter>1or th is delivering t o the British . 

Be ' s going to deliver i t in a few Irlnutes . 

Ye ll . 

But t here ' s one t hing when I get through 
that I want t o asl< you . This is the message 
that he ' s t aking to Sir John Simon, see? 

Yes , sir . 

"Thank you f or the exoression of your views 
t r ansmitted to me on ~une 29th and the 30th. 
I regret that a brief absence precluded an 
immediate comment on your proposed r eply to 
!Aonsieur Bonnet. 
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"Taki ng i nto consideration t he l i mi ted time 
wi t hin which Monsif'ur Bonnet was abl e to 
oper ate and t ho extreme difficulti es of the 
situati on vmich faced him on his arri val , I 
f eel t hat his f ail ure to consult completely 
with our t wo Treasuries is understandable . 

"I share your app1•ehension over t he r eper­
cussions >Vhich might arise from an undervalued 
or unduly fluctuati ng fr~~c , but I bel ieve th · t 
we can best min1m1ze these dang ers by avoiding, 
in s o far as possi ble, any move on our part 
xhich might add t o any lack of confidence in 
the fUt,.ll'e of the f r :mc . 

Yes, sir • 

"In t he pr esent juncture of world affai r:s , 
I trust you will agr ee wi t h 11\e t ha t 1t is of 
pr ime i mportance to preserve the beneficial 
eff ect s which r esulted from t he Tripartite 
Declarat i on and its ensuing arr angements . 
It wa s thus demonstr .ted that gr eat dtlmocrat i c 
nations c ould, v~th mut ual confidence, cre~te 
and carr y out cooperative measur es . 

"In view of all t~ese considerations , it is 
my conviction that every r easonable effort 
should be made to oake it possi ble for France 
to continue as a participant in t he Tripartite 
Decl aration. 

Yes . 

"It is t herefore my sincere hope and desi re 
that you and I may present to Monsi eur Bonnet 
siMilar messaees s ' mewhat al ong t he follo1ving 
lines : 

•Novr that the French Ministry of 
Finance ha s been gi ven the powers 
which i t sought to meet the present 
situat i on, I look forward t o a con-
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tinuation of close cooper ation 
between our Treasuries under the 
1ripartlte Declaration . 

' Way I express to you the sincere 
nope that Fr ance will soon emer ge 
from t he tempor a ry difficulties 
with whicn sne is now confr onted .'" 

"hat was your l&st .vord? 

"Which she is now confronted ." 

Yes, sir. 

l:o" t .a. t message is 'lui te different in tone 
•d th t he message t oa t Sir J ohn Simon proposed 
to send . 

Yes . 

And I t ol d tnem that pending hearing from them, 
ve .vould continue to s ay nothing but that 1f he 
concurred .vith me that l as t part that we wrote -
Ne could rnalce that l as t par t public, you s ee . 

1e s, yes • 

HoN t he point tnat Butterwortn says tnet tney 1 re 

65 

- tnal lne british are bringing all pressure possible 
on t he Fren~b t o give tnem a definite rate. Now 
they gave them - they s ai d l ha t they instructed -
tney saiu, I understand , a man fro~ the Bank of 
Lngland was ov~r yesterday t o see the man ••.•• 

I didn ' t ge t t ha t last . 

I would ga t her from what he sai a that Bolton, 
or s omebody Nho corresponded t o Bolton, was 
over to see Cariguel yesterday . 

Yes, tnere was a man here - I t hink it was 
\::obalt . 
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Well, somebody . And t na t they told him that they 
.vere going to have a rate ol' 120 . 

Yes. 

And I t hen told butterworth tn confidence 
that you had hear d from ~ueff end Cariguel 
tha t tney were going to open up tomorrow 
d th a r a te between 125 and l JO . Hello? 

it was directly from Cariguel . 

Nhat •s tnat? 

Ur . C&riguel ga ve me tha t directly yesterday •••• 

Yes . 

•• • at nelf past t en last night. 

l:lut I t ol d Butter ,lortn tha t he could not 
give tha t t o the British Treasury unless 
you telephone him now a nd t old nim that 
t ha t •Nould be all right fo r him to do it . 

I see. 

:lould tnat emba rra ss you, if ne told tnat t o 
tne Britisn? 

:>ee , t he British came over yesterday to find 
out wnat toe situation was going to be . 

Yes . 

And Cariguel told me that he gave t nem a 
general idea as t o the plan .• •• 

Yes • 

• • • but that we were the only ones to whom he had 
given the figure s . 

I see . 

Ana that's the way he put it up to me last 
nignt . 
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well, if you uon 1 t telepnone to Butterworth, 
Butterworth will not give tho t to anybody . 

I appreciate tha t very - thank you very much, 
because did not ~now that I had 
the statement. 

\I ell t hen, j us t sit tigllt; don ' t do anything . 

nnd I thought it was very essential for you to 
nave the picture •••. 

Yes • 

• • • . for your own consideration. 

Yes . 

That's wny I phoned lat e l&st night . 

o~ell , do you 11ave Dutter,orth ' s home telephone? 

No , I haven' t. 

ilell, do you have an E.nglish telephone book? 

.No, I naven • t . 

~tell, before I hang up - ,I 
and I will give it to you. 
telephone rum . 

:Xes , sir . 

will get it tomorrow 
I think you better 

I ' 11 get it for you . I til ink 1ve better -
I ' ll give it to you. 

Yes . 

Now woe t I 'm doing i s - I 'm not - l>utterwor th 
says ne doubts that he ' ll have any answer for 
five or six hours , see? 

I didn't get t hat . 

S7 
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He doesn ' t thinl; he ' ll have any answer for 
me in less t han five or six hourr . 

I see . 

So in t he meantime we ' r e all going to bed 
here and hope to get a ni>~ht ' s sl eep. 

That certainly wl.ll be f ine. 

And Butterwort h seems to think that t he 
British would do all they could to make 
the French give them a rat e and of course -

They will have a r Lte for the frs.nc . 

·~ell -

By that time . 

Well, v•hat we - you can tell the spirit of 
my '1l!essage - tho t I ' m go ina t o do ever yt h tng 
I c<m t o mal{e 1 t posoi blP for Frs.nce t o ~tay 
i n the tripartite ap,r ee111ent, see? 

Yes, yes , I see t lat . 

And I •m going to do eve1~thing I can and I 
think t hat ' s a pretty strong -essac;e . 

-Yes, I do . 
\ 

And I hope t hat Sir John Sinon 'dll receive 
it favorably . 

Yf>S • 

Now Butterworth ' s t elephone number is 
Langham - L- a-n-e- h-H-m 2257 . 

2257 . 
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I t hink as soon as I hang up you better 
call him because - t o tell him not to us e 
t hat, s ee? 

Yes . 

Will you call him r ight s..way? 

Very well, 1 111 call him right away . 

Now is ther e anyt hine else you want to 
t ell me? 

:Jo, I told Taylor lils t ni~;ht everything 
which I thought qas impor tunt. I mean -
I t ullted to Cariguel after he had had the 
meeting at t he ban·c, you Sl'e . 

Yeah . 

And I told him, '!l:t would be a little easier 
for me 1f ~ou peopl e got out a st .• tement ,from 
iiblch 11e1 d have some i dea a.s to how thinFs 
·:1erc r o1ng to open up here ." 

Yea.h . 

J.nd he said, "i'iel l , I 1 11 t ell you ::.n strict 
confi~ence . I h~v£n ' t tole anyone else . " 

Yeuh . 

How it \f8S yoing t o open . 

Uh- huh . 

125 l et i t go towar ds 130 and t hen try to 
bring it back to 125. 

Vlell, you better call up Butterworth and 
tell him not to use that . 

All right. 
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Now, as I say, in the meantime we'll sit tight . 

1111 rignt • 

vi' course the Fr ench s itua tion has not 
a ffected our market in tho sl ightest, you 
kn:)N . 

It nas not . 

t4o.7 ta:: t tne steel s t ri.ce is getting better 
our stock oarKet ana our bonu marke t has 
improvea in "he last two days . 

ies . 

do .ve t1aven 1 t felt any impact of t he Fr ench 
situation . 

On, no, no, the French - ~hey - they 're in such 
a bau fix th~t a depreciation t o t his extent 
l uon ' t thi nk is goiu6 'l.o be fe lt by r nyone . 

lln-nuh. 

And nuef f continunlly m1.kes tne point lfnich I 
hm sure you have had in minu too • 

~>hat 1 s t na t? 

'lhat 1f tney can give tue impression tha t 
to1ey ll re doin& something , it dll help taem 
in getting tarough the heavy places right now . 

I didn't get that . 

I say I ' m s ur e you had the same i a ea which 
Rueff has that l t will s treng t hen the alliance 
here in this country -

Yes . 

- if they can let tne worlJ see that they have 
not lost their s t anding with t he other countries ' 
democracy. 
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Well , in view of that statement, tell Rueff to send a 
message over to t heir embassy here that the people 
in the French embassy here in Washington should keep 
their mouths shut . Both Henry and Appert t alk too 
God damn much. 

They do . 

Both of them . 

I see that from the papers but both of them have 
been ther e for years . 

'//ell, both of - they should send word to Henry and 
Appert - you can do it diplomatically - that they 
should keep their mouths shut, because -

Yes, yes. 

Because the New York Times r an a story quoting Henry 
that he had notif ied the Treasury - Hello? 

Yes . 

That he had notified the Treasury that the French 
were going to leave the tripartite agreement. 

Is that so? 

Yeah. 

Well that makes it -

He subsequently disclaimed it but -

~ell, I ' ll get in touch with Rueff and tell him to 
get word to -

Now wait a minute . Wait a minute. 

(Feis: He absolutely disclaimed that, llr . Secretary. 
Henry has one of the bes t service records in the 
world. You•re possibly making the • • ••. ) 

Wait a minute, Dr. Feis is shaking his head . Wait a 
minute . 
(Feis: Over at the Department, Henry is regarded as one 
of the most capable and regarded - you ' re giving the 
most serious black mark in that man's r ecord . I don ' t 
care anything about Appert) 

Dr . Feis says we should not say anything about a.nry 
so forget it. 
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I ' ll tell it to Henry myself tomorrow. 

Yes . 

Otherwise - for get i t . It doesn ' t mean 
onything to me . 

I won 1 t co W\ythino· until I hear f rom you 
further t!len? 

No . Just forget about it and I ' m going to 
see Henry coy~·elf t omo1•row. 

And not to usc the figur es . 

011 , on t he fi&Ul" ~>t? 

I say the only thing I •m c oi ng t o do now 
i s to telephone J3utterwort h not t o r eveal 
t he fieur es to t he Briti~h • 

Yet.h , th'-t ' s right . 

And t hat ' s t he only thing I • m to do until 
I hear from you . 

And t hen go back to bed • . 

All right, s ir . 

Good ni ght . 

Good ni ght . 

ooOoo 
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f!Lt.U you for the upru aiOD of your dna tr· naittod to aa 

oD J W1o ?9 u:l JO.. I re~t t!>at a bri~r abt anoe precluded o.n 1uedJ.&te 

o-at 011 'fOur proposed repl'f to lloaahur D~at, 

f o.ldA& illto oona14ero.t1on the l1a1~ ti..M within •h1cll lloru1e~~r 

which r~o•u b1a on hie arrival, I f eel t ha t h1a failure to eonoult 

I ohare 'fOUl' &.ppreb..,o1on onr the repereuu10Qa whlcll aiabt 
....,....,. '-<VIA~ ~ .. ~~ • 

arw f roa on undervalued or ~mdul'f fluctuating free, but I bal1t n that !\ 
A.f,~ . . 

~ .. a.nc•r.!of aaeb Ciii Ot t aw tie eucaeqUC!bcea ~·- k 11\ \to lltU!bttoN b7 

n o1d1ng, in eo t ar ae pou l bla, t.JQ' ..,,.. oa ov.r part ~bleb aiabt o.dd f 
. -;tL. ~ '-'. rl & l(,le,..C. , 

to aJl1 l t.ct of conf ldeace J.w l tJe A&\t&re. ~ J r 
In the preeont JUDoture or world nffa1r o, I trust ~ you will 

agree dtll •• t""t it 1a of prae Loportanno to pro~orn, sew at ouw 

coe• · n ' ·'•k ' · eth1 r s=nr· · t& s1 tbt b.a.f 1c1al tlreots .. • ·'L•rrc· 

• tr .:;: ;t::7!2;·:t;; • ..w_,ppollll,., ... _ ........... . 

u.. r~~·==~'i..\la.-~,......,.re~~!!:!!~===----.., 
'· 
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t.M pewers fti* 1\ , .,...,, aa• ~ ··~ wa 
•WI! ; .. f I ... U lidS .... ' st,._-t t.be,;,zl-.t.Uat 1 leok 

torwrd \0 a -ua•tloa or olMa oeopenu• be\- 0111' 

Treu v.r1., ..-ser tbs Tr1- p.>rt1t.s 0Mlarat1c. 

~ l eapre•• \0 7~ •••• llf I& ssJ«'·' 
1 _, •.• 

.- \lls .~ ... lllepe t.»\ ,.._ sUl - -res rroa \H 

t. .... rai'J' cliffinJ.\lU a1\b ftiell eM 1s DOW oooh'co\edo• 
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Tllaak TOll for t.be lllrpre .. loe of 1<Nr <rlewa tnA•alt W<I to .. 

oo lue 29 &Dd )0, I recret \ bAt a brief a!>aeoce precluded 1111 tuadlate 

c_..t oo 70v proposed repl.J to • ooal- SeaDet, 

T&lti.Dj; !.A to cODeldere.tlCIIl the llaited tlae d tb1D wbicb •ODal ... r 

Douo\ • U able to ope .·a te &Dd the ext ..... d1tf1clllt1ea of the elt W> tiOD 

whiCh faced bia Oil hie o.rriTal, 1 feel thAt bil (allure to CCIUult 

ooeplotoly with our two Traaa~~riea ia UDderataodable, 

I al>Are 7011r appr.a..oaiOD on r tbe .-.porcllaalODa wblcll aigb\ e ri .. 

f roa all llnder..-al\Md or UDd1ll.7 fluctua U."' t'r&DC, b11t I bell.e" t hat we 

C&ll but a!.JiiJIJ. ae tl:dh ,d5A&at;'ib7 a..-ol cUac, 1A ao tu u poS81ble, • D7 

ao•• oa 0111' part which lli&ht add to a ll)' l a clr. of cOD!idOilce 1D the fllture 

ot the f ranc . 

76 

Ill tba preaOAt jUDcture of world affaire , I tr11at 7011 will . ,,... 

with .. that i t la of prlae iaportance t o preaer..-e tbe b&Defi clal ett ecta 

wh i ;h rulllted f roa tbe Tri -partite DeclaraUOD aod ita enellbi arra"'e-

• 
aeote. ' beae a~ deaaDotrated t hat •'!'eat deaocra tio nati ... could, 

•itb aii\Wll collfi d.,.ca, create &Dd CUT)' o11t oooporatln -aural. 

Ill Yi ew of all t beea ccmalderatlODit l t 1a Jq CODncti• tbd eft'r7 

rM&ODAble effort abollld be aede to ...-h ~aoce to •-t!.A• u a 

part1c1p&At 1D t he Tri- partite Decleratioo. 

I t 11 the.-.!ora ~ aiDcere hope &Ad dealre t hat 7011 aod I M7 

pruent to IIOilaielll' BODDet alallar aeaaacu aoaoewbat alOfli t he toll"!"~ 

liD•• 

I.UOrJII, 1.,.. that t.be rraaola 111o11rtr7 ot rlaalloe hae beOil ai..-- tile 

poeera wbioll u aoqbt to ..n tbe pre-\ alt~~&UOD, 1 leell !-" \a 

• COD\la .. ti• at elaaa -poraU.. bat- _. tr.aalll'iea ..sar tile 
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llq I \be···- Mfe \lla\ rn... wUl-" •• ,... \lie..........., 
41ttto~u .. -t\ll *1M • h - _,._,eel. ~ 
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FINAL FORM OF MESSAG£ TO SIR JOH N SIMON, JUNE 30 

Thank you for the expression of your views t ransmitted to 
me on June 29 and 30 . I r ~gret tha t a brief absence precluded an 
immedi ate comment on your pr oposed reply to Monsieur Bonnet . 

Taking into consideration the limited time within which 
!lonsieur Bonnet was hble to operate and the extre!lle difficulties 
of the situati on which faced him on his arrival, I feel that his 
f ailure to consult completely with our two Treasuries is under­
st~ndable . 

I share your apprehension over the repercussions which might 
arise from an undervalued or unduly fluctuating franc, but I believe 
th~t ~e can best minimize these dangers by avoi ding , in so f ar as 
,>ossible , any move on our par t ~·hich might add to any lack of con­
fidence in t he future of the franc. 

I n the present juncture of world affairs, I trust you will 
agree with me that it is of pr ime importance to preserve the bene­
ficia l e ffec t s which resulted from the tripartite declaration and 
its ensuing arrangements . I t was thus demonstrated that great 
democr a tic nations could, with mutual confidence, create and carry 
out cooperative measures . 

In view of all these considerations , it is my c onviction that 
every reasonable effort should be made to make it possible for 
Frnnce to cont inue as a parti ci pant in t he tripartite declaration . 

It is therefore my sincere hope and desire that you end I 
may present to Monsieur Bonnet simila r messages somewhat along the 
following lines: 

<.UOTE: Nol¥ tnat the French IUnistry of Finance has been 
given t he powers which it sought to meet the pr esent situation, 
I look f or war d t o a continuation of close cooperat ion between our 
Treasuries under the tripartite declarat i on. Vay I express to you 
the s incere hope that ~·ranee will soon emerge from the t emporar y 
diff1cul ties with which she is now confronted . UNQUOTE 
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.r.'. !~r 
Jon!'. : 

,. .. Jr .: 

. Jr . : 

J : 

. Jr .: 

J : 

I . .. Jr . : 

,T : 

J : 

H • • • Jr .: 

J : 

II • . • Jr . : 

,T : 

July 1 , 1937. 
12: 32 p. m • 

- wi ll do for tl1e nex t six or seven 
months . 

Yr> s , Jesse . 

I t hought 1\e might pu t out some more 
of t hose cotton notes -

Uh- huh • 

Ab~ut fifty or sixty million collar s -

Uh- huh . 

At a low r a te. It wouldn ' t hurt you 
any, would i t? 

\'/ell , I 1m not cl.icki nc ve r y good th 1.s 
morning . \'lonld - you couldn 't let it 
eo until next week? 

'.lell, I 1 d apprt>ciute it because any 
deci~ion I made right now :7o11ld."'l 1 t be 
worth a nickel . 

~ell , t hen I ' ll tell you - when 1~e get 
bac·: - if you ' ll out it dorm on your 
ticltet t~,ere - and I 1ll ,come over ~>long 
about Tuesday or Wednesday o.nd ··re ' ll -
I ' 11 t alk about two or t hree matters 
•,TI. th you . 

Well, I ' d like to do that . 

All right , fine . 

If you ' ll give me a little breathi ng 
spell, if it doesn ' t -

ao , no, I would s o.y no hurry about this . 
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H. 

J : 

1! . 

J : 

~· . 

f . 
~ . 

. Jr .: 

. Jr •: 

. Jr .: 

n. -.Jr . : 

J : 

!! · . Jr .: 

.T: 

n ...• Jr . : 

J : 

·~ . . .. Jr .: 

J : 

u . Jr .: 

J : 

- 2 -

Thank you very much • 

But I was jus t waiting until after 
Jul y the 1st, don ' t you see? 

Ri ght-o . 

Then I think we can fix it so tha t -

I don ' t think - I t hink you•ll g~in 
by rtaiting anY'1ay - with the 1st of 
July settlement date over, I t hink 
t hings ought to be a l ittle eesi er. 

I t hink so . ''ell, I •ve just been 
waiting until ufte • Ju::.y 1st -

Ri ght . 

Ti ll I t <•l l< t o you about it . 

Are you f eel i n& all right ? 

I feel fine , Hem·y . Too many of these 
parties and dinners -

... n right . 

But I ' ve had a l ittle t~lk with the 
chinaman -

Ye<J.h • 

And I 111 talk to you about t hat ·:hen 
you get back t oo . 

Thank you, Jesse. 

Bye. 

ooOoo 

ao 
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July 1, 1937 
2:1& P. 11. 

(lle•Hf:• telephone4 tor Secretary llori\Cthm b7 llr. J'al" Bem"T, Cowoaelor 
ot the J'rench a'baeq.) 

•I whb to apr"• rq beartt'elt thazlka to llr. llorgentU. tor the 

wleb" he waa ld!IA ~ to CODYq to me. The J'ra~~eh Go•erme11t attachea 

the gr-teat WUe to tha Clowe collaborat1oD WhiCh uoitea the two 

tlDaocial reha'b1l1tat1oo rill allow ua to p>riN.e n-o.ittull.J' the pol1c7 

of the fr1-perUte 4eclaraUoo ao4 to put All 8114 to the 41tt1cu1Uea with 

which we haTe 'betiD col1troote4. 
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~1,111t 
•• u •.•. 

•I wtlll •• ..,..., .., ~.u .--. " ..... _......_ t• .,.. 

wlU. lae - llbl ...... M _..., \e... 1111 Jr 'II .. _ en .. ....._ 

\lie 1"•' .. ' wlu \e \M •1- eellel •atl.a *1d alMI t'lle • 

ttMKlal nballlU\eU• wtll ellw u M ,..._. tral\11111, tile pellq 

et \lie tl'l-penl\e ... 1-U• 111111 M ,_, .. 111111 M \M UMaUl• eU'll 

ftlo'll .. !left -- ..,...., •• 

(I ..... ) l••c• ....... 

Regraded Uclassified



83 

AM 8ASSADE DE FRANCE 

AUX E.TATS · UN I S 

Was~ington, July 1, 1937 . 

My dear Mr. Secretary, 

Referring to the telephone conversation 

had with your office early this afternoon, I 

take pleasure in enclosing herewith M, George 

Bonnet's answer to the message you asked me 

to transmit to him this morning. / . 

With high regards , believe me , 

Very sincerely yours , 

Henry Mor gentbau 
Secretary of the Treasury 

Treasury Department 
Washington 

D.C. 

.. ... · 
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I wish to express ~ heartfelt thanks to 

Secretary Morgenthau for the wishes he was kind 

enough to convey to me, 

The French Government attaches the greatest 

value to the close col laboration which unites the 

two Treasuries. 

The energetic effort which we are now making 

to achieve our financial rehabilitation will allow 

us to pursue fruitfUlly the policy of the Tripartite 

Declaration and to put an end to the difficulties 

with which we have been confronted./ . 
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Svorc: tnry C·f St:'.te , 

"1~sh111Gt :>n . 

427, J u ly 1 , 6 p . m. 

GRAY 

London 

Dntod July 1 , 1937 

noo 1 d 1:37 p .m. 

~o 1 ~,L.\SURY F ROM BU'I'TER'''CRTH. 

Dur1.n~ tho c0urse of tho d.~y tho move100nt of funds 

bncY: t·· ~ ·r=.noo h".s stendily inorons od n nd I gnthorod 

1n atr1c t confide nce from n privc.t o bank r~hich is acting 

~ n boh~lf '>f the Fre n ch autho r itio n that thuy have b oon 

s elling v e ry substnntinl =aunts of frnncs ett cbo11t 128 < 

I h:'.t' n t1ord \7i t h the Brit ish Treasury \7ho in 

e cner ::.l t e rms r e ite r r-. t ed tho vien \lhioh I r e por t ed 

y os t or Ccy, n~~ly, thnt they think tha t 125 should be tho 

, m".x imwa limit of' de pr ocit-.tion . 

BINGHAM 

KLl' 
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rl . ·.; . Jr: 

~oruell 
rluU : 

H ••• t .Jr: 

H: 

1i. :• . Jr: 

1:1 : 

n . ..; .Jr: 

d : 

H. : . Jr: 

H: 

H .~ . Jr: 

1:1 : 

H.M. Jr : 

H: 

H. "!. Jr: 

1:1 : 

Hello . 

Hello, Henry . 

Hello, Cor dell. 

July l , 1937 
3 :43 p.m. 

Oh, I•m sorry 1 missed you but I had three 
or four Senat ors in here this morning -

'//ell , that's enough to «eep anybody 
down. 

And if ~ere hua been n prima donna 
among them, I· would have been tied up 
sure enough. 

I just called up t o f ind out whether 
e verything was all right - i!' you thought 
everything was all r ight in regard to 
what we 've done in the bst -

Well , the way Brooks t old laymen that it 
wus entirely that way. I think you worked 
it out first r ate . 

llha t do you mean c layman? 

What? 

•·hat do you mean a layman? 

Nell , I•m not mentioning any - it's not 
necessary for me t o say that . 

llell : . .• 

Really . 

Vi ell, well, •Nha t I want to say is this • 
I take it that Feis gave you the st ory . 

Yeah. 
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t! . ·.t.Jr: 

ti : 

II . •. Jr : 

II : 

H • ..!. Jr : 

II : 

!j • .• I. Jr : 

H: 

II : 

il.~ . Jr : 

rl : 

l:l. !\ . Jr : 

H: 

B. :.! . Jr : 

I! : 

ll , o\ , Jr : 

- 2 -

And we pushed Sir John Simon pretty hard and 
he gave in. 

You did a good piece of work on him. 

And I want to say that Butterworth 
purticul~rly - I will ~rite you an of­
fic i al letter but I want to tell you -
he particularly conducted himself well 
in London . 

Well , tha t ' s good . I f elt all the time 
he ' d come through whenever there was a 
r eal t est . 

Be did , and I 1m going t o Hi te him an official 
letter complimenting him -

Yeon . 

fl no in my telegr am t o the President t oaay, 
I p~rticularly mentioned Butterworth. 

Yes, 1 see . 

But Feis was very helpful too . 

Yes . 

nnd -

llell, that ' s good. 

And I hope now we • r e going to have a 
breothing spell . 

'/:ell , we ' l l keep on the lookout and' hope 
f or t he best . 

The thing worked pr etty wel l todey . 

Are t lley? 

I meon, it went - the f orei gn exchange 
worked a ll right t oday. 

87 

Regraded Uclassified



H: 

H. r.l .Jr : 

1:1 : 

H. •t .Jr: 

ll : 

H.!I.Jr: 

H: 

H . ... . Jr: 

ri : 

H •• I.Jr : 

H: 

H: 

H.:l .Jr: 

H: 

H . .. :.Jr: 

1! : 

H •• t.Jr ; 

- 3 -

Oil, I see. 

gnd our own Government bond behaved very 
well. 

Yes . 

And believe mE! , financing - we need a breathing 
spell . 

Yes, there ' s no question ftbout it. 

l'lell , I -

Well, I want t o keep in touch witll you. 

Yeah . How did you get 11way from the wedding? 

Good God, I never did know for & second how 
I got in t here or got out. 

You know hov1 I got away? 

.le were three hours i n coming two miles. 

You know how I got away? 

No , I never di d know. 

~ell , I heard Mrs. Roosevelt say she wa s 
going to go down to broadcas t -

Obi 

At half past seven . 

Oh l That ' s t ile way you got out! 

~nd I squeezed in betVIeen a driver and 
a state trooper in a three-year old 
Chevrolet and she was in the back seat 
a nd I was squeezed in between these two 
people. 
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11 : 

H. :.t . Jr: 

d : 

H.M. Jr: 

H: 

ri . _ . Jr : 

- 4 -

\~ell , you would have come out if you had 
to come on one of those motorcycles. 

Ha-h& l Well, I don 1 t know aow I' d have 
got out but if it - I just r ode along 
Lad she had to make t hat broadcast and 
I just r ode too. 

oVell , you were mighty lucky b ecause we 
didn ' t ge t back until way l a te. 

Well, I just - well, we've tried every 
way to keep your Department posted and 
your people have been most helpful and 
I appreci a te it . 

Well , t ru.nk you, Henry . 

Right . 
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H!.!Jr : 
l're11s . 
Oper ut or: 

HMJr: 

T. 0 .: 

H;JJr : 
v . p . 
!lye: 

H!.IJr : 

... ... 
H!AJr : 

N: 

HJJJr: 

lilAJr: 

N: 

Hl.!Jr : 

N: 

!IJ.!Jr: 

N: 

!IJ.IJ r: 

N: 

HliJr : 

N: 

Hello . 

Senator Nye. 

All rigl:lt . 

Go ahead . 

Hello . 

tlello . 

Thursday 
July 1, 1937 
3:46 p .m. 

Henry ~rgenthau, Junior -

Oh, hello there . Uorgent hau 

Yeah . 

I merely wanted to call about this man Earle 
Ba t es . You remember you put him on in the 
ma i l ing room down ther e? 

Sure thirty days . 

For thirty day s , yeah . 
thirty days . 

Yean. 

I t' s been a long 

Ls t here any improvement, sny i mproved status 
lookil'\!; up for him tl:lere? 

Gosh, I don ' t Know, but you can find out. 

Well -

You mean to s ay we•ve still got him working here? 

Yes, sir. 

Dy gosh, I must ha ve s lipped . 

Yeah, you did slip, -

I n this -

- on tha t. 
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IDIJr: 

N: 

BJ.lJr: 

N: 

liMJr: 

K: 

b..lJr: 

N: 

H;JJr: 

N: 

lilJJr: 

N: 

H!tJr: 

N: 

tllJJr: 

N: 

liMJr: 

- 2-

In this economy drive . 

(Laugb.s) 
on that . 

l::lates? 

Well, you' ve been awfull y nice 

~ates - B-a-t-e-s 

~ 

Be ' s got red b.air, hasn't b.e? 

What's t b.a t? 

rted b.air? 

Red hair - I'll say it' s red . 

(Laughs) 

You bet. 

Well, I ' ll ask a bout him, Senator. 

I w is b. you would . 

O.K. 

h little interes t in tha t might b.elp along a 
whole lot. 

All right. 

Thank you & whol e lot, Wr. Secretary . 

nll r i ght. Be good . 

Sl 
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n.u.Jr. : 

Q. 

R.E:PORr OF SECREl'ARY IIORGEl:TRAU' S 
PRESS CO!l.FEIWICE, JULY 1, 193?1 

The reaoon that theae gentlemen are eittint: 

here--the1 haupen to be the people--with the 

exception of llr. Taylor who' 11 be here 1n a 

minute or two--who helned me oince Uonday 

night on workine with the British and french, 

and Chick Schwarz can give 1QU a list of them , 

but those are tho people who have worked with 

me. Since Monday nit;ht we've been 1n conoul-

tation with the French and with the British 

with the proposed chanee in the f1nencial 

arraneeoenta that the french have made , and 

tbio morning the french and t he British and 

oureelves e&!l18 to an 3gree.cent , and we are 

gi Yin& out sinultAneoua atate:oents at thh time. 

1 am veT1 much plea aed t hat the three countrloe 

have been able to come to an understAnding which 

permits the continuance of the tripartite 

at;reenent. 

llr. Secretary, 1n t he f"uture will there be e:n:t 

chenge 1n present cooperation ao eabodled 1n the 

originalT 
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A. 

~. 

A. 

~. 

A. 

~. 

A. 

Q. 

A. 

Q. 

A. 

- 2-

Rave you read the atate~ent? 

Yea. 

Well, I think that thia atatement eovere all 

aepeete. I have told you everything t hat there 

1e to be told, and , ae Ethel llarrymore uaed t o 

say, •there ian ' t any more.• 

L!r. SeeretRry, will you mllke any amendment a 1n 

your ar>nouneement I Of Oct ober 13 and !lovemberl 

This is the onl y atatement we have to make. 

The last time there " Ill a preliminary statement 

and then subooquent ones , but this is the end? 

This is the otatement , and 1t 1 s being given out , 

I believe, by Ur. llonnet llftd by Sir J ohn Simon 

i n the Parliament at t hia minute. 

Wr. Secret ary , it aaya , •Way I express t o you 

the sincere hope t hat Fr...,ce ••• • You 1118an 

expreas t o t he pr eaof 

That is a moaeage to Ur. l!onnet. 

Ob , this goea to Yr. l!onnet? 

I'm aor·ry, we 've worked Wlder such pressure here. 

This 1a a me11~ to Ur. l!onnet and the Eni!;l1ah ore 

sending RD ident i cal meaaage to Wr. l!onnet. 
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- 3 -

Bow about the other three countries that were 

intereated 1n the &&reement f B<to about Bel&ium, 

Swit zer l and and thooe countrlea! 

ot oourae, the triparti t e B&reecent--the original 

agreement--ia between, aa I .,v, oureel vea , 

Eneland and Frence and on a matter like thio we 

work with t hose two countriea and of couroe will 

adviae now the other three countries, but 1n a 

Junct ure like this we work with England and Prance. 

You will continue t o aell ~old to France? 

ThAro are no changes in any of the technical 

arrangement&. All of the technical arrangements 

at ~nd no they have , and they have atood. There 

will be no change 1n any of the technical 

arrangements establtahed under the tripart ite 

agreement. Now 1 111 anower any questiona , if 

there ' • e.ny doubt in you.r mind, because I've worked 

under t errific presaure and cot back here laet 

night at a quarter of nine and we only got thia 

cleaned u11 at one o ' clock tbia 1110rning. 

The thought ia , isn't it, Yr. Secretary , t hat after 

thia French situation ie ironed out t hat the etatua 

between the currencies will be approximately what 
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- 4 -

it wna dur tng t he montha preceding t hia cri aia. 

I n other worde , you will not have the eh&rp 

f luct uat i ons which we 've e•oided under tbia 

~reementT 

Here the French have had this di s cus si on which 

hee been going on now f or three or f our dny• , end 

due t o t he f eet t hat the tri~rt ite agreement wne 

in force we have bad no dleturbance in the AMeri can 

m&rket , no dist urbance of eny kind. .la a ont ter of 

fact , this week, if you l ook at our GovernMent bond 

market , i t 1 s been steady and it' s been r ieine , end 

lf we didn 1 t have the tripartite agreement and if 

i t hadn ' t been in f orce , we ' d have bed grea t die-

turbence . :But each dey , ell I can aey 1a , the oame 

t echnical arr~r.oenh ha• e been wor'.dnF and our 

fiacal agents--the Federal Reserve :Bank of llew York 

haa carried them out unde r our instructions • 

• Did FrP~ce ael l you any gol d during thoee deyoT 

We've been doing a amell amount of busineaa f or 

thei r account- a alll8ll &'lount of buaineu . 

Juat whet does t hat mean, Mr. Secret aryT 
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Well, I oean we, ae people, have wanted to buy 

or eel l france--we have suppl ied them with the 

necessary france for the account of the Bank of 

France. In other worde, the United States 

Treasury he.e not dealt in any f r ancs and we don't 

own any frenca. But I Bg&in W8Dt to s83 tbat the 

old order--if any auch oro&ram bad ~een under 

consideration--we'd ha•e bad great disturbance ln 

our oarket , but we have been able to avoid it and 

there '• been really no disturbance: business baa 

been going on an<\ our own ma,rket a and our own 

business men have not been affected. 

When did they inforn you they were going t o sueoond 

g?ld J>S¥l"Bntaf 

I believe th3t we had our firat comounicatlon--

I think it waa llon<!Ay. I oean they have lhe4 up 

to t heir agreeoent; they have notified ue in plenty 

of t1111e. 

ll'hen di d you ea,yf llonda,yl 

llond937 We got our firat notice from them Monda,yl 

lolonday. 

ooOoo 
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I.I!SSAG£ TO :SO!!liE."r: 

llo .. that the French IJiniat ry of .Firuutee baa been dven the 

powc ra which it sought to mea t the nraaent situation, I took 

forward to a continuation of cloae cooperation bet~een our 

Treasuries unde r the Tri-partit e Declarat ion. 

Uay I express to you the aincere hope that France will 

eo~n em•rge from the temporary d1ff 1cult1ea with which ehe 

is now confronted. 
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pJ.JU.pBRJ.SJ: OF TELICIIWi RECIIVED 

PROK; .lmerican lllbuay, Par ill, france 

OLTE; JUly 1, 1937, 6 p.m. 

NO.; 896 

J'ROM OOOHRAN. RUSH. 

At two o• clook Butterworth telegraphed me the text 

of the identic statement to be made tbie afternoon at 

3;15 London tiae by Secr etary Korgentbau and Sir John 

Simon. 

I saw the J'renob Kinieter of Finance, Bonnet, &acne 

in hie office at fiYe minutes past three and read t o 

him in English the meeaage from Secretary ~orgentbau ae 

t ransmitted to me from Butterworth. Then I translated 

the message into French. The linieter took down the 

text in French eo be could oo.munioate it t o Obautempe 

the Premier . I wae &eked by Bonnet to tell Secretary 

Morgenthau that he wae touched by hie message and that 

he appreciated very much the ass istance and good risbee 

which bad been extended to him; be said be woUld send 

Secretary Korgentbau a pereonal ·acknowledgment of apprec­

iation. 

Bonnet shook hie head rather sadly when I read the 

part of the message regezding rranoe emerging from bar 

temporary difficulties. I was re1Dinde4 by Bonnet that 

he bad said last Sept•ber at the tille of the realigm~~ent 

of the franc that the Trea.eury and the tranc coUld not 

bear the social prograa then BDYieage4. He. gred1y re-

gretted. 
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grette4 the :Caot that he ha4 to leaYe Washington, an4 

sai4 that he ha4 aake4 Chautempa t o hold the po•t :Cor hh 

return if he <loeB not recehe support :Cor hie pr ograa 

as lliniater . Bonnet &&14 that he 1nten4a to t r y t o make 

all sides bear t heir share of the burdens; he realizes 

that he baa a moat difficult task ahea4 of him, but he 

will do the beat he oan. 

After I saw Bonnet I coamunicate4 t o Rueff the 

English text o:C the message mentioned aboYe. 

This afternoon at :Cour o ' clock in my conversation 

with Secretary Korgenthau by telephone, in which I 

reporte4 the delivery of his message, I rea4 to him 

the following t elegram which I ha4 received today :Crc.a 

President Bachmann of the SWiae Wat ional Bank: •could 

you giYe me inforaation a bout consequences of French 

monetary meaeuree of t ripartite agreement. Doea it 

remain unchange4? 1 

Secretary Korgenthau inatruote4 me orally to telephone 

the Central Bank& of Belgium, SWitzerland and the Nether­

land&. I rea4 the aeeaage of the Secretary to GoYer nor 

Franck at 4;40 p.a., and upl&1ne4 the situation t o hia. 

I telephone4 t o Bactm•nn at zurich at 4;55 and g&Ye hia 

the aaae in:Coraation. I waa aeeurH by Bachaann that 

the statu• o:C the SWiu t'rano would not be change4 and 

that 
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that the decline of the French franc would not be followed. 

I t alked with Director Beuafort of the Bank of the If ether­

lands at 5 o ' clock, since President Trip had just left 

tor hie hoae in the Hague; Beaufort said he would coaaun­

icate ay aeaaage t o hie Banlt President. 

There was early intervention by the French contr ol 

to sell france until the rate of 1 29 for the franc-sterling 

rate was reached. It is the belief of one market obaerver 

tbat sotDe three million pounds were acquired by the contr ol. 

$1,825,000 were bought for t he control by his banlt alone. 

It is said that Lazard unloaded at a profit the dollars 

they acquired during the last two days. There i s still 

an active and rather nervous market , but it ie atill orderly, 

with rentaa up. 

The June 26 statement of the Bank of France showed 

a gold lose of t wo and one-half billion franca (which the 

control got) an4 it showed that the advances to the Sta te 

had increaaed by one billion four hundred million francs. 

Coverage ia 53.80 versua M.9a. 

ElfD KISSAGJ: . 

BULLITT. 
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l.ly dear lr • .lcSalal.at.ratort 

!1m IRITI IIOOSt 
l.lSIII!I<JfOI 

l illy 1 , 1937 

h UDder t.ba pronaiooa of the EIM!r&MC7 ReHer .t.pproprltiUoa 
Act. or 19.37 DO aclditl~ tiiDda will be M de anU..ble tor reli~t 
or work relie f duriq the f 1aea1 year 19.38 , 1t wW be """aary 
to a~~lte the appropriatiOA COGtal.ned therein 1nat during that 
ont.ire fiacel year. 

t aa reeerYilli there t ·:rooo, $1., .300, 000, 000 to proTide tor all 
obllaationa to be tncurre4 tor the acSaloiatrat.lon aad work relief 
project& of 7V0U A4a.ial.atrat1oa, tncludiq the lat.iOD&l Iout.b A,d.. 
aial.atratiooa, u well • • the 1f.Dd wt1UaaUoa proJect• ot the 
Reaettl- t AcSaloia trat.ioa. In &ddJ.tioa to the forepia& ._..t , 
I AD pl'epared to npprowe direct. allocatiou, DOt to ezaud 
05,0')(),00:) duriQi the firat halt ot the f i acal :r-ar, to 7e4erel 
agenci es to pronde .-p1oyaeat on ~rlt relief proJect& for s~h 
nu.bora of certified worltora R& you recoeeeld, 

You ore d.1rectad to ao o.datn1atar the fUDda Mde awa.lli ble 
to your .ldalal.atratioa t hat obUgatioDII l ncurncl &ball DOt dOMCI 
t he f ollowing ._._ta tor the period• tndicatedt 

Fira t. quarter 
Secoad qu.rter 
Third quarter 
7ow·t.b qllftrter 

• 350, 00J,o:JO 
.)00' ()()()' 000 
.)00, 000 ' 000 
250. ()Y.)' ()()') 

Tbie Yill ·laawe a reaerwe o! Uoo,ooo,ooo to be alloet<tad by 
eo to your .t.cla1aiatratioa to .. et &4J' Wlforaaeen -rcency wh1ob 
IIBY arlee duri1111 tho f t.ca.l y.,.r. 

In orc!Alr ~t 7011 -y be able to ulte aoat!'1c1-t. r..l.a awall­
• ble to the s tate acla1a1atratora to 10u b1e th• to pl.aa their sodt 
110ro e1'fict.a tly, I ban ~llocated the f ollonna -w tor t.be 
~lrat qu.rt.er ot the f lacel yeart 
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For obllpt.icm. laclarr..S Wider laUaUoa a . . . . . ' 
• • • • • • • 
• 

• • • • • 
• • oa proJeot.o oppNYOI 

..s.r tile IIMrCODC7 RolJ.et' Appropria\ioe 
lot. o1' 193S o..t tho Jaera••OT R.Uot .app ..... 
pr1& \ioa lot. ot' 1936 

Por obllpUo118 s.aa.rr..t tor & ... lnla\ftt.ioa 
O..ral 
8apen1Mr7 

' s,ooo,ooo 
12,000,000 
17,000,000 

7,000,000 

260,000.000 

lO,O'Xl,O'lO 
5 •MJO eo:)() 

•· Total allocated •••••••• t319,J.OO,ooo 

Th1a lean• $Jt>,60o,OOO tor allocaU• 1DOl.t1nc r..te tor 
l&lld at.UbaU• proJecta l.t tile l!MetU..t • ..,.,&\ntion wt•­
i.a tho eJso,cn0,010 tw tile ti.rn qll&rkr. 

Shooal.cl it. be tOUIId that the t or• aoi.Ac cli&t.ri'oat.loe deN •t. 
pronct. -"~~~~ r...s. 1D - ac-t• ud pNwidao nrplu n.ct. 
1a otber acco .. te u ac!Juc-t .. ,. be .. ct. aboat. t.ba •iddl.o at 
A11&119t mea I alleoat.o ti&Dda tor obllf&Uoa 1a Oot.oboll'. 

!be a-rable, 

Tbe • ..,atatrator, 

lora Proar••• .t.aiaiotntioa. 
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SEC!ETAAT MOlc:IIITIAU AIIMOPCII TOUT TIAT TD ni•PAITIU IIOIQ:TUl 
ACIEEMENT JETVIIII Til GNlTII STATES, ~IIAT lllTAlll AIO JIAIICI 
JESICNII TO KAINTAIII IIITIIIIATIOIAL CUlllMCT ITAilLITT, lS STILL II 
FOICE JESPITE Til CIITICAL rarJCI fiSCAL SITIATI ... 

1/l··~t2U 

• All MOJtCEIIUAU 

THE SECIETAIT MAlE TIE AMNOUNCEMIIT AT AN lAlLY MOINliC PlESS 
CONFEitNCI AJTII ALL IIICIT COMSULTATlOII VITII JIIICI AIO lliTlll 
FISCAL AUTNOIITI!S, 

•siNCE IIOWIAT liCIT VI KAYE lEII 11 COMIILTATlON 11TH JIAIICI Alii 
ClEAT IIITAIII IN COIIIICTI .. IITI Til PIOPOSII CIAIICI Ill TKE JIIIAIICIAL AUAIIGEMENTI TllAT TIE JIIIICI IAYI MAll, liOICIIITIAU SAil, 

-rKU MOINIIIC TilE JIIIICII Alii lliTISII AIO OGISILYIS CARE TO All 
ACJtEEMENT AIO VI All CIVIIIC OUI SIMULTAIIIOUS STATIMEIITS AT Till TIME, 

•1 AM YilT MUCI PLEASD TIAT Till THll£ COUNTUII VIII AJLE TO COlli 
TO AN UNJEJtSTAIOIIIC VIJCI, PEIMITS COIITIIIUANCI or TilE Tll•PAITITE I • 

ACIIIEMENT,• 

MOICENTKAU AT TIE SAME TIME MAlt PUitlC A KESSACE II SIIIT TO JIIAICI 
MINISTtl CEOIC!S IOMNIT OJ JIAIICI, VIICI II SAil VAS lJIITlCAL IITI 
TKAT IEIIIC SEIIT IT Til lliTISI ~OYIIIMIIIT, 

1/S••U21A 

• 
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All IIOICEIITIAf 

IT SAils 104 
•NOV THAT TU JIIICI lliiSUY OF 1IIAICI lAS· lUI ClYII TU PORII 
- . . 

VHlCK IT SOUCIT TO IIUT TU PUIIIT llTUATlt,, 1 LOOI FtliAU TO A 

CONT INUATION OF CLOSI ctOPEIATl .. IETVIIN tUI TlEAIUIYI IIIII Til 

Tll,AITITI llCLAlATlONo 

•NAY I llPIIIS TO YOU Til SlNCIII KOPI TIAT FlAICE VlLL SOOI IKEICI 

FIOII THE TIIPOIAIY IIFFICULTIIS IITK IRICK SKI IS WOW CONrlOITllo• 

TKE AClltMIIIT TO COITIIUI Til TII•PAlTlTI ACIIIRIIT WAS liACill 

IES,lTE Til FACT TIAT Til ACTitl OF Til FliiCI COflliNIIT 11 IIYALIIIC 

TKE raAKC IAI IEEN COISIIElll AN AllOCATION OF Oil OF Til IAJOI 

,IOVISIONS OF TKI ACCOli-•TIAT FIANCE IOULI IAIITAII Til IIIIliUN 

LEVEL or Til FIARC AT ,,l, CENTS, 

VITK IIOICIITIAD 1111 IJ KAlE Til AMIOUNCIIINT SAT ALMOST A IOZII Ill 

VHOII Till SICUTAlY IISCUIII AI IAYIIC 101111 IIT1 Ill All TD 

FIENCK ANI lllTlSI IN SOLYINC Til PIOILIM CAISII IT Til FIIICB FISCAL 

CIISIS, 

711••Ul2A 
All IIOJtCINTIAU -

•1 IELllVI NY STATEIIENT COVEtS ALL ASPECTS,• IIOICIIITKAI SAil, AIIIMG 

VITK A LADCII 

•As tTKEL IAliYIOll ISII TO SAT 'TIEl! ISI'T AIT IIOU,•• 

IIOICENTKA.I:I lAS ASU:I VIITID IILClUtt, llflT:liiLAII ANI TD DYUILANIS 

VIIO ACIEU TO II •ASSOCUTEJ• IIITI Til TliPAlTlTI ACUlllwt IIOITLT 

AFTta IT liAS aracir1 LAST srrT. a' IAI acallJ Tt ru coGtsr AltPTEI. 

•tNASIIUCH AS OUl OllClNAL AClllllNT VAS lflTI ClEAT lllTAll All 

FIANCE,• TKf SICllTAlY SAil, WVE NATUIALLT FllST VOlltl VITI Till, 

NOV, IIOVEYD, VI! VILL AIYISI Till OTIIll Tlllll COUIITIIIS,• 

NOlt:I:IITIAII KAlE IT CLIAI TIAT TDII IAI IIIII 10 IIYISIOIS 

IN TKf OPllATlOIS or Til Aelli•IT, IIIII VllCH Til TDII UTI tiS 

ACllll TO lSI fUll STUlLJATl .. FlUS TO PUYIIT ... fUCTI.A~Ita 

Ill Tlllll CIUIIClll AD TO IAIITAU TDII II Llll VITI IACI 'otiDo 
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MRGE NTHAU ANNOUNCES CONT I NUANCE OF TR I ­

PARTITE AGREEMENT 

WASHN- SECY MORGENTHAU TODAY MADE PUBL I C 

A MESS AGE TO THE FRENCH FINANCE MINISTER 

WHICH THE SECRETARY SA ID AN~I OUNCES CONTINUANCE 

OF THE T RI-PARTI TE MON ETARY AGREEMENT- THE . . 
MESS AGE TO GEORGES BONNET WHICH IS IDENTICAL 

WITH A MESSAGE BEING SENT TO HIM BY GREAT 
I 

BR I.AIN SAYS - NOW THAT THE FRENCH MINI STRY 

OF FINANCE HAS BE l N GIVEN THE P OWERS WH ICH 

I T SOUGHT TO MEET THE PRESENT S I TUAT I ON 

LOOK FORWARD TO A CONT INUA T ION OF CLOSE COOPER­

AT I ON BETWEEN OUR TREASURIES UNDER THE TRI~ 

PARTITE DECLARATION 

' -MAY I EXPRES S TO YOU THE SINCERE HOPE 

THAT FRANCE WILL SOON EMERGE FROM THE TEMPORARY 

DIFF ICULTI ES WITH WHIC H SHE IS NOW CONFRONTED-
' SECY MORGENTHAU ·SA ID THAT ~E HAD BEEN FIRST 

INFORMED OF THE FREflCH I NTENT I ON TO SU SPEND 

GOLD PAYMENTS ON MbNDAY AND TH AT HE HAD BEE N . . . 
WORKING S I NCE MONDAY NI GHT IN CONSULTAT I ON 

WITH THE F RE NCH AND BRITISH - ON THE PROPOSED . 
C~ANGES IN FINANCIAL ARRANGEMENTS WH ICH THE 

FRENCH HAVE MADE-
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-THIS MORNING- SECY MORGE NTHAU SAID :THE 

FRENCH AND SRI Tl SH AND OURSELVES CAME TO AN 

AGRE EMENT AND WE AR E GIVING OUT SIMULTANEOUS 

' !>TATEMENTS- I AM VERY MUCH. PLEASED THAT THE 

TH RFE CO~N TRIES HAV E BEE N ABLE TO COME TO AN 

AG REEMENT WH I CH P ERMITS CO NTINUANCE ~F TH E 

TRI -P ARTI TE AGR EEME NT 

-THERE AR E NO ~ANGES IN THE TECHNICAL 

ARRANGEME NTS't:STABL I SHEO UNDE R TH E TRI­

PARTI T E 

AGRE EMENT- THE SECRETARY CO NT I NUED 

S ECY MORGENTHAU DISCLOSED THAT SI NCE MONDAY 

THE TREASURY HAS BEE N DO ING A SMALL AMOUNT OF 

BUS INES S FOR THE ACCOUNT OF THE BAN K OF FRANCE 

SUP PL YI NG FRANCS TO THOSE AMERICANS WHO NEED 

THEM- TH I S BUS I NESS HE EXPL AINED WAS DON E . FOR 

FRENCH ACCOUN T BEC AUSE- THE UNITED STAT ES 

TREASURY DOES NOT DEAL IN FRANCS AN D DOES NOT 

OWN ANY-

EMPHASIZING THA T THE AGREEMENT HAD REMAIN ED 

IN EFFECT DURING THE FREHCH HO L I DAY SECY 

MORGENTH AU DECLARED THAT HA D ANY SUCH RE AL!GN­

MENT BE EN AT TEMPTED UNDER THE -OLD ORDE R-

WORLD MARK ETS WOULD HAV E BEE N TREATLY DISTURB ED 

-DUE TO TH E FACT THAT TH E AGRE EMENT HA S 

BEE N IN FORCE THfRE HAS BEE N NO DISTURBANCE 

IN OUR MA RKE TS - THE SECRE T~RY REMARKED-: -I F 

YOU WI LL LOOK AT YOUR GOVERNM~NT ~ONO MA RKE TS .. 
YOU WILL SEE THA T THERE HAS BEE N NO DI STURBANCE . . 
AND THAT GOVERNMENT BONOS HAVE BEEN GOING UP: 

-o-. 
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ADD MORGENTHAU 1937 
WASHN- SECY MOR GEN THA U EXPLAINED THAT 

OUR l NG THE 

CONSULTI NG 

PRES ENT CRISIS HE HAD BEE~ 
r ONLY WI TH FRANCE AND GREAT BR I TIA N 

THE O~IGINAL PARTNERS I N TH E WORLD MONETARY 

PACT"'- HE SA I O· TH AT NOW THE THREE ' 

ASSOC I AT ED POWERS BF LG IUM HO LL AND AND 

SW ITZERLAND WI LL BE I NFOR MED F T HE 

R: Nr ~r p ST ATUS OF THI' M:C>I'C''£ " L, ..:vl l 
ADD MORGENTHAU •• . I\ .) I 1937 

WASHN - SECY MORGENTHAU-S STATEMENT THAT 
. .• 

THEUS TREASURY HAD BEE N SUPPL ING AMERICAN S 

WITH FRANCS DURING 'THE FRENCH GOLD HOLIOA~ 

WAS M. OE IN Rl SPONSE TO AN I NQU I RY ON 

WHETH ER THE U SHAD SOLO GOLD TO FRANCE DURING 

TH E PE RIOD WHEN FRANCE WAS REFUS IN~ TH E SELL 

GOL D 

HE RE PL IE D IN THE AFFIRMATIVE AND 

AO WE J THAT THE TRiASURY HAD SOLO FRANCS FOR 

THE AC COUNT OF THE BANK OF FR ANC E : THE 

EXCHANGE TRANSACTION WHICH WAS CARR I ED OUT 

IS BEL I EVE D TO BE BAS ICA LL Y AS FOLLOWS: 

THE NEW YORK FEDE RAL RESE RV E BANK 

AC TING ESSENTIAL LY AS AN AGENT OF THE BANK 

OF FRANCE SOLD FRANCS TO THOSE AMERICANS 

NH DI NG TH EM AND RECE IVED DOLL ARS I N 

RETURN - THE BANK OF FR•NCE AT THE CLOSE 

OF TH F DAY CONVERT ED THFSE DOLLAR BA LANCES 

I N GOL D AT THAT OAV - S DOLLAR-FR ANC RAT I O 

S INCE UND ER THr , [ XCHANGE AR RANGEMENTS 

CU RRENC Y ACC OUNTS AR E CLOS ED OUT BY THE 

THREE ~OUNTRI ES AT THE FNO OF E ACH OAY­

THE· PR I CE AT WHICH THE TR ANSACT I ONS WERE 

CARR IED ON DURING THE HOLIDAY IS NOT KNOWN 

BU T IS BELI E VE D TO BE SLIGHTLY IN EXCESS OF 
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PAIIS.~·TMI fltiCI FIAIC ILII orr IILOI TIE 4 CIIT LIYEL TtiAT AI 
t U t!CH IAIUTS IIOPIID ArTll TIE fliUCUL Clllll IRICI CUI TIE 
COYUIIIEIT t.JTOCUTlC POIDI TO WICUAII Til CUIIDet. 

Till COVUiiJII:NT•S IITDTIOif IAI 1111 TO PEIIIT Till fiAMC TO biT 
TO ITS OVN UYELo Till fiUC JIIOYD STEAIILT IOOIAU II IILATIOM TO 
BOTH STUUNC AMI Til IOLW. VHEJI Or1ICIAL TIAIINC ITAITII tl OPIIIII 
OF THE lOUISE AT NOOJI TIE fiANC VAS QUOT£1 25.4, TO TMI IOLLAI CJ.tat 
CENTS PO FIAMC> AQ 121i TO STDLINCo 

I 

PRICES OF SICUIITIES 01 TIE IOIISI CIKEIALLT IEIE llCIII VITM 
l tt.'TIS UP 2 TO J POliTI All fiiiCI IQIISTIIAL liJHS PAITICILAILT II 
)["ANI. 

MtANVHlLI TIE COYEINIIJ:IIT TIIIN£1 TO A liD PIO&P•-TII TDEAT OF 
HOTn, CArt Alii IEITAWIAIIT OVIEIS TO lOLl A OIE•IAT ITllkt SATUIIAT • 

THE CAIIKET KIT All IELICATII PltllU CIAVTIIPI TO TIT TO AIIITIATI 
ltTVEDI THE O"'I:IS AQ THill VOIUIS. 

OVMEIS CALLEI TKEll STillE II PIOTEIT ACAINIT THI 40•10UI VOIIIIC 
VIEK IECIIEI .UNIEI TIE 1111 SOCIAL LAWS. 

TOIAT•S OFFICIAL JOUIIAL PUILISIEI IECIEIS OIIIIIMC TIE MAllETS 
IIOPINEI ANI ENIINC Til IOIATOIIUI Olf PATIENTS IN COLI AKI FOIElCI 
CUitliNCl!So 

I All rauc, lUIS 

Til FlAIC lAS ttOTII INOFFICIALLT AaOYE 4 CEITI Till .. IIIC liT 
VKEN Til IOUISI OPINll AT 1001 IT IICLII£1 IAPIILT, CLOSIIC 26o~ 
FIAMCS TO Til IOLW (J0 1J1 CINTI PD FIAIC) All l21otJ FIAICS TO Til 

POUNI. 
PllCIS ltll .. TD IORII lD UINTAIIEI TIEII Cllll IIIPITI UTI 

raorn TAIIIC. 

1/l••ISOOJl 
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FRENCH MARKETS REOPEN 

109 
v V_ 1 f937 

PAR I S - MARK ETS REOPENED ~ODAY -THE CAB INET 

MET AND DELEGATED PREMIER CAM ILLE 

CHAUTEMPS TO T RY TO ARBIT RATE BE TWEEN HOTEL 

CAFE AN D RESTAUR~NT OWN ERS AND TH~IR WORKERS 

TO AVOID A THREATENED ONE DAY NATIONAL STRIKE 

SATURD AY IN PROTEST AGAIN ST THE 40 HOUR 

WORKING WEEK DECREED UNDER THE NEW SOCIAL 

LAWS- TH E WORKERS AN NOUNCED THAT I~ THE . 
STRIK E THRE AT ENED BY THE OWNERS WERE HELD THEY 

WOULD OCCUPY THE HOTELS RES TAURANTS AND CAFES 

TODAY-S OFFICIAL JOURNAL PUBLISHED 

DECREES E NDING TH E MO RATOR I UM.ON PAYMENTS 

IN GOLD AN D FOREIGN CURRENC IES 

PUBLISHED ALSO WA S TH E TE XT OF AN 

AGREEM ENT BE TW EE N THt GOVERNMENT AND THE 

BANK OF FRANCE ACCOR DING THE GOVERNMENT 

NEW PROV I SIONAL ADVAN CES T O BE DRAWN ON 

OF A MAXIMUM OF 15 000 000 000 FRANCS 

AN UNOFFICIAL BANK RATE FOR THE DEVALUED 

FRANC WA S ESTABLISH ED- 24 80 FRANCS TO 

THE DOLLAR AND 122 S TO TH E POUND STERLING 

AS COMPARED TO 22 40 AND I 10 5 5 MONDAY : 

-0-

FRE NCH SI TUATION 

PARIS- AT ITS MEETING THE CABINET 

DREW UP I TS PRE-VACATION PROGR AM FOR 

PARL I AMENT - IT DECIDED TO SEEK REVISION OF 

LAW S COVE RING FARM DEBTS PASSAGE OF AN ACT 

GIVING THE GOVERNMENT FULL .POWERS TO ALTE R 

TARI FFS AND PROLONGATION OF EXISTING 

COLLECTIVE LABOR CO NTRACTS UNT IL THE END OF 
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' !.ONION,••IOTI ~lTAJI AD 1'11 1.1. IAfl, IIIIT IIIIIACU 1'0 Til riiiCI 

CQfliNNEIIT •LotiUC rOIWAU Tl • A PUIII tr rii.L et•OPIUTll 11 

1iNANCE, NOll TIAT. TD~UIICI COf~llliiiT IAI ltC:ElfD FII.L PHUI 

TO ACT, SU JOIIM 1~1-, CIAICELLOI or Til IICUUU, AIIIIOUICEI TOUT U 

COIOIONS, 

1/l••UOIU 

All FINANCE• LQKION CTlKII ltl,A) --
Sll JOIN, ltlTEIATll' TIAT FIANCE HAl ASIUIEI KIN OF KEI AJllETT 

TO CONTINUE CLOSE CO•OPUATlOII VITK Till IIITIII ANJ u.s. CefEIIIIIEIITI 

SAI1 1 

•t TOlAY JJ:NT Till FOLLOVl~ IEPLY TO Til rtEIIeJI NllliTD 01 riiAIIa 

••NOV THAT YOU, AS J:IIIICK llllllSTEI Of FliUNCE, IAfE IEEI .,EI Til 
. ' 

FUI.L POVEIS VKl CK YOU SOUCKT TO lEAL VlTK Till PIISENT llTUATliN, 1 

LOOk FOIVAIJ TO CONTINUATIOII 01 THE CLOSE CO•OPEIATIOII IETVEEII OUI 

TIEASUIIE~ UNJEI THE Tll•PAITITI IECLAIATlON. 

••1 lESliE TO IIPIE$1 NY lliCEII NOPE TIAT FIAIICI VILL lOOM EKIICE 

fROM Till TENPOIAIY JirrlCULTlEI llTN IIICII 1111 II 101 COIIFIOIITO. • • 

7/l••llOUA 1 
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, 

S IMON ON TRI-PARTI TE AGR EE ME NT 

LO ND ON - BOTH BRITAIN AND THE UNITED STATES 

HAV E SE NT ME S S AG ES TO THE FRENCH GOVERNMENT 

- lOOKI NG FORWARD TO- A P ER IOD OF FULL COOPERA­

T I ON I N F I NANCE NO W THAT THE FRE NCH GOVERNMENT 

HAS REC[ I VrD •FU LL POWE RS TO ACT SIR JOHN SIMON 

CHANCELLOR OF THE EXCH FOUER AN NOUNCED IN THE 

HOUSE OF C ClMMO NS 

-o-

• 1.) ~n t '" 
LO NDON- S I R J OHN RE I TFR AT I NG THAT 

FRANCE HAD AS , URED H IM OF HFR ANX I ETY TO 

CUNT INUE CLOSE CO-OPERAT I ON WI~H THE BRITISH 

ANO UNITED STATES GOVERN ME NT S S AI D-

-I TODAY SENT THE FOLLOWING REPLY TO THE 

FRENCH MIN I STER OF FI~ANCE- • 

-NOW TH AT YOU AS FRE NCH MIN ISTER OF 
.. ·! .. 

F I I~ANCE HAVE BEE N G I liEN THE FULL POWER~ ~- I cH··. 

YOU "SOUGH T TO DEAL WITH THE PRFSENT S I fUA Tl ON 

I LOO K FORWARD TO CO NTINUATION OF THE CLOSE • 
( 

CO-OP ER AT ION BF.TW EE N OUR TRE ASURI ES UNDER THE' ,··. 

TR I -PART I TE DECL AR ATION 

-1 DESIRE TO E XPRESS MY S INCERF HOP E THAT 

FR ANCE WILL SOON EME RGE FROM THE T EMPORARY 

DI FFICULT IES WIT H WHI CH SHE I S NOW CONFRONTE0-

-0-

I 

111 

., 
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DEPARTMENT OF STATE 
WASHINGTON 

July a, 193?. 

My dear Mr. Secretary: 

I enclose f or your 1nforsat1on one copy of 

paraphrase of telegram I o . 897 of July 1, 1937, 

from the American Ambassador, Parte , reporting 

a conversation which be bad with the French Min­

ister r1 Finance. 

Sincerely yours, 

Enclosure: 
Bo. 897 of July 1 
from P~rie. 

The Honorable 

Herbert Feie, 
J.ddeer on I nternational 

Economic Affaire. 

Henry Morganthau, Jr., 

Secretary of the Treaa1ry. 
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P.uuPHIU81 OF 'l'ELJ:GJW( REOIIVID 
JROK: Aaerioan Ellba .. y, Paria, J'rano" 
DATE: July 1, 1937, 8 p.m. 
liO . : 897 

8TRIOTLY CONFIDENTIAL FOR THE SEORZTARY. 

113 

Thia afternoon I talked with Bonnet. Secretary 
Vorgontbau's eeaaago,whioh Cochran bad earlier delivered 
t o hia, delighted hia. He eaid he felt that t he United 
States had a genuine sympathy for J'ranco•a difficu1ties 
which Great Britain unfortunately lacked. Bonnet said 
that tho fact that ti:B French Government intended t o let 
the franc float f or a period dieturbod the British . The 
British he said did not want France t o adopt t he same 
system they had found so satisfactory f or t hemselves -
~nd had been urging him to fix a now gold parity for 
t he frano . For t he present, he added, he bad no int en­
t ion of doing t hie. 

An WlQUUti onabl y extremely serioue problea faced 
him, Bonnet said. The GovorDlllent • s expenditurea far 
national defense, publio work~ , national debt interest, 
and ao on, wore too groat a burdE-n for J'ranoo t o bear , 
and in addi tion it waa not poaaible for a country lito 
J'ra.noe to apply the ..a hour week t o al~ act1v1 tioe w1 thout 
fatally reducing t he country' s productivity. TodaY he 
had told the Preaier that he thought it absolutely eeaon-

tial 
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tial that the application of the 40 hour week be seriously 
modified. 

I quest toned the Finance llinhter as to whether, 
in case of alteration of the ~ hour legislation, labor 
cir cles might not react Yiolently. Hie answer wao that 
at the moment the Communists were not to be f eared; recent 
events in t he Soviet Union bad greatly reduced their pres­
tige. He expressed the hope that Blum could and wOUld 
hold t he Socialists in line to their program. 

The Finance llin1oter went on to ea.y that his general 
plan for the reestablishment of the GoYerillllent • e finance• 
had now been drawn up . This afternoon he bad issued orders 
for the immediate cancellation of a billion francs of pub­
lic works which during the remainder of thia year were 
t o be carried out . Preparations bad also been made to 
cancel a billion and a half f rance of publi c worke wb1ob 
were scheduled f or next year. .A.t a time when France wae 
putting out about ten billion france a year on national 
defense be thought no other e.xpendi ture on public worll:e 
wae justifiable • 

.A. deoree had also been drawn up by Bonnet which he 
believed would increase the Governaent•e yearly revenue• 
by at least eight billion france. Increases in railroad, 
telephone, telegraph and tobacco rates, and eo on are pro­
vided for in the deoree, aa well ae an ino011e tu inoreaee. 

I asked 
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I asked Bonnet whether he had thought about cclleoting 

the income tax at the present rates rather than increasing 

t he rates and continuing t o perait frauds on a large scale. 

Bonnet admitted that should be collect the incoae tax 

rigorously he would be the first French Finance Minister 

who had ever dons so. I gathered that the increase in 

the income tax rates would be designed to gild the surplus 

f or t be working classes rather than to collect auch more 
revenue. 

The hope was expr essed by Bonnet •hat he would be 

able t o raise the French rentes quotations to such an 

extent that in the comparatively near future it would be 

possible to carry through a conversion operation wbioh 

would greatly reduce the public debt interest . 

Delbos had pr0111&ed Bonnet that he would not appoint 

a new Ambassador to Washington until after Auguot 17, 

1937, when hie term as Ambassador normal ly expires. 

Bonnet said that •I have no idea what may happen before 

that time and I wish to bold open the possibility of 

returning t o Washington where both •Y wife and ayeelt 

ll&Ye been exceedingly bappy• . 

END IIESBAGJ:. 

BULLITT. 

EA: Ln 
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oRRESPONDENCE 

a.nDII!UL J'lUI 

0ATT Jlll.y It 1m o 

SUBJECT>~I....C.QIJO:SAUQI VTJ 

1.. w. Jaoa Ala QLW 1 f1D. 

Jr. aol.Ma ..U.od ao a\ Uall. P•11 tallT, be aa1d, he •• 

41,.ppoiahd aacl depreaaod crY .. 4~•ta 1a rr.... G•IINllJ' 

IJ) t ak1al1 people OYOr thaoe fti'O laol.Jaod W •IIP•cl J114pl•t Hill .. 

111c that enJ7tbial d.,..clecl 11,_ tho aat11re ot tho 'hriaaa deereea 

to bt 1 .. ued 117 ao-e&. M the __ ,, the autc.t _., w ~0 
' •etUtd do• 1D tbe aeiCilMitlad ot 110 r..oa t. tho p tJ thaoe 

was a relathel.T =an tot beer .....U, .edob, -pu'Od wtth 

the lo .. es h'laao .tterod lu\ -ua (nt,ooo,ooo>. •• ••U.llll o, 

pou lblr b.t.._ I •4 10., 1M\ pro~ • ...,.. ... ~ tlbat he 

heard rnd NW lt a .. od \o bill that the F..aob PI'Oifta eo tar had 

pmarllr cODalnod ot Mft'Otliq aore ._.,. rr- the BUlk ot r .... ao, 

which woul d b&NlT -COII.l'·e the rr. t -· .uneq-ala4od .. b e 

Do• h , t o br1Jt& b1a eapUal kelt \o ,........ Je (lloUoa) ba4 tlaouab' 

tor a lOll& tlae tba' tile GalT ._,. Uae h'laob .-ld an taaetr thaal 

bouae 111 order •• \o do 11 the)' bM dalte 1a .. t.cl, ••el.T, applJr 

YIJ'J beny \aDUOil. lo 414 J10t ClleaUoa that the ... I' laJ 1\nti­

I U perfeetlJr wUlt .. w do \Ilia. ..., •• ~nal, .. .,. .. , •• 

llbt tbu the)' .-14 M ~o \o ,., tlaetr wiahoa laM praettn. 1\ 

•~«~~114 •• .,. -eta u Saa .... tasau• at to oollon u •• a um­

eUt probl• hr rna... to ~. Jloalle& 414 ... ·- -\Iller h1Daare. 

»rtuu. w ooop .. _. .. ...,. eloMlJr with ae haob ao .. 417• _. 

doa, tlaetr N.- w 1-' ~· 1a •1'11:1111 oner. 

r..-...., w .._ • eil »NiaU'l.11 cl1tftcaU M7 ._ tu 

at ........ 1a ...... tu dUft-.ltoJ .......... ~ -· ~~~--

1'8\e at 111deh •o ..-.. u a -.lo -.14 ._. tD • ""-•· ft.la 
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DATY lMJ.7 .. lm, 
CORRESPON DENCE 

co1n DII!IAL liLII -
L. 1. &eke 

SUBJI:C'n !P •• CX+fO'mQI II!II 

- It -

at•ed ta-Ual bM•ao Uae pna•t aS lei -'ntloa •n lt.aYe -e 
·-rae••' r- Uae ••=a• auttel e4 0Mll411M 418"7 OD wtUa 
a ptJ'Petuall7 ..U.U.. tnao. '" Gle preaet 1-.l 1t looked u 
UIGQcb t be fallow wtUa Uae Ilion poa1 t10D •• 1Jiollae4 ~ Ulto a 
profit, 'bl:lt Gle aanel u a *-le, 'w' , P&fta •4 lllateMaa, 
lt •-e4 to bllt, ••...,. eapl.S..a of the ,..,l o ,_ __ , procna. 
!b• prea•t a1taU1• n•ad ta H a eloM puallal ~ Uan of 18M 
to 1928 whm ~ ett'ona ... e .... 'lllr a••-••• of Uae lett (a.ntet, 
etc.) ; DaDe of Ul•, ho._er, redly -ted to •eh m4 1t _. aot 
UDtll t he tl"eo naohe4 Uae tw art l.nl tlt.at \ha t1all am .... 

I npUe4 that I Nh ... ta 1te .-tte •• paaa1rd.-'1o aa 
Boltoa •-ad ta l1t1 Ulat I .-14 II 'Uy ~ Ule _U. .. 
~Catwhlt 01'1t1cal atutwM Oil tala pan of Uae Pre.._m DeMlna 
pc 41Dc 1'111'\her clenlopa•t•J tut t:lda, Sa IIQ' op1a1•, 414 aot IIF 
C J' ~~-•• laowwu, .._ t:bat after 9....S.C t or a *Ua tibet •••• 
to •• • 't'tJ7 a..aan .rton • the pen ot ._.- to t1ad tu •lllttoa,• 
t he • • 1D Gle ft...-t ~4 H ~l"'aae4 wt tb tbat Ula ao•-•t •• 
bJl.a& to do. It n ... ta aa a Uttlo t.o tU'17 a1Uitr to he l!ipl)' 

aatht1e4 or 41aqpo1Jit... falla, 1t -- ta .. , •• al• tala taol­
l.a& of aoat ot U&oM Sa loll. au..& wtUa ..._ I bat u-.... la...-
4welopa•ta. 8,/).,y,., .1t~ 

P•Jl• Sa l•enl Sa .. ...,. ._. nul clhR .... ,.._, Do " l p=tJb a1tutl• wttaa •• ra.d .. , ..... _.. ~ aa1r lled u 
ll1a2a •• •• ,., •• 'n' ...,, ..... _. l"e4a ... • • ftl7 
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DAft ,.,. lp \f.o 0111n.ri& ~~~~·~a..._ _ _ _ SUBJECT: 15 •a 1 I ?me -
L.L' 'e ••• -·-

aall ~ •• aleM U.. beaalw 1 I .tozo ,.U I'Wlnt, u --
peottd tbe IrS dill • ,_ lw t.* IUitr • ...,_ ,._ M 
abclllt a ~ ••• tor a..• -"•• .. -~ .._ -. cit•~ 
au~. 

.I 
r.••ac 

r 
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secretary of St ate , 

'"cnhington , 

430 . July 2 , 6 p .m. 

GRAY 

London 

Dated July 2 , 1937 

Rec •d 1 : 20 p ,m, 

F'Oi1 '•'i:. ..A.'3URY r.-.,ot BUTTERWOI1TH , 

Tl'".l ~1a.'': of ~n~ltlnd r1cs today operating on beho.lt 

<>f tLc ., i'C.'nc:1 authorities and giV1Q3 rr ... ncs direct to 

tho b~·o~:..:>1·o , Dcalin:;s were much omnller than yostor do.y 
1 

th , tot~.l funtlo ropntriatGd p robcbly amounted to nbe>ut 

on~-hc.lf ~-O .~uch ns ye sterday, 

BIIICHAit 

C:SB 

119 
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PARAPHRASI Or TELIGRAU BERT 

TO: .lller1oan Dllbaesy, Paria, J'ranoe 

DATI: July 3, 1937, 'p.~. 

1 0.; 309 

JROll THE BEORITARY or Tl:ll TRIASURY. 

FOR COCH!Wf. 

120 

As part of the complete record I am trying to main­

tain will you please prepare and mail a detailed and 

syetematio report of the activities which you have 

carried on for the Treacury during the past ten days. 

HULL. 

S..u!E TELIOR..U BUT TO LOIDOJ .J'OR BUTTIRWMTH JR(Jf 
THE SECRETARY OP' THJ: 'l'RE.l.SURf, Jo. ·atO of July S, ' p.a. 

U:LWW 
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PAR.APHRASJ: OF TELE<lRAll REOEIVED 
FROM: American Elllbaaey, P&r13, France 
DATE: July 2, 1937, 6 p.m. 

NO.: 906 

FROM COCH!UN. 

121 

Feature of French press io the message to Minister 
of Finance Bonnet f r om Secretary Morgen~hau and Bonnet ' s 
reply regurding continuation of cooper ation between the 
three parties to the Tripartite Agreement. The main­
tenance of the Agreement is warmly welcomed by the press 
as o. asatter of high ia~portanoe. It 1s felt that thie 
reaffirming of the Agreement def inite.ly excludes france 
from resorting to exchange control or requieitioning 
holdi ngs of French citi~ena in other countries. 

I have ha4 conversations with three heads of Pari s­
American banks. These three said they were happy to 
see t he United States Treo.sury continue to lend its 
moral support to the French !.linistry of Finance. There 
was unanimous agreement that greater stability is likely 
to r esult from this action than would have followed 
any tendency to separate France f r om the Agreement . 
It i s the opinion of t hese three bankers that oo far 
Bonnet has acted wisely in his new positi on, particularly 
in making known the really serious financial situation 
with which France is confronted . The thing which worries 
them most is whether the French pol1U cal eituaUon will 

permit 
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permit Bonnet to follow a policy which offera a chance 

ot cuoceeding in hie undertaking. 

Thia morning there 18 a decree in JOUR.I.U. OFFIOUL 

the intention ot which ia to preTent and suppreaa all 

illegitimate price increaseo. The decree prohibita the 

increase of wholesale and retail prices ot merchandise 

and foodatutta ae well ae all tariffs applied in indue­

trial or commercial enterprises aboYe those which were 

received a e of June as. Imported products are envieaged 

as an exception, as well ae !oodetuffa which are pariah­

able. parliament, it ie believed, will not be adjourned 

this week. It ie anticipated that before the summer 
recess the Socialiata will prase tor certain legiala­

tion. 

122 

The French contr ol on the exchange market today con­

tinued yeaterday1 a policy ot purchasing ~terling,and 

dollars t o a leaaer extent. Throughout the day rate• 

were comparatiTely steady With the franc permitted t o 

recover only slightly and vary gradually against sterling. 
today 

It 1e the opinion of market obaerTer that/the control 

lll&y laTe acquired another t wo aillion pounds. One Dlillion 

dollara tor the control was purchased by his bank. 

Sterling and o011e dollars were sold by Switzerland aod 

Belgium. There wae a decline in French rantes, with 

almost a a-trano decline in eoae of th•· The .Bouree • 

did not hue a goncl ataoaphere. There baa been no qu1clt 
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di8pelliD8 of c101lb'ta of aarlte't operators aa to the ability 
of the present goYer-t to OYerooee the ctieia. 'l'oc1&y 
there is ac1c1~ apprehen!!1on regarc1ing the international 
outlook ae a result of c11ffic-.:ltiea Oil the Spanish Jo­
intenentiOA Oo.aittee. 'l'bere ie in &c1c11Uon much 
concern aa to whether the negotiations go1D8 on 1n 
Paris today Will &Yoid the closing of French hotels whioh 
i a threatenec1 for toaorrow. 

BULLI'l''l'. 

U:Ln 
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Se:cre:t ary of St ate: , 

l'fash:i.n.::; ton. 

3H., .Jt\ly 3 , 7 p . c . 

"y dE:::pl\'tc·· l!o . 459 , JunE zo. 

GRAY 

Rome: 

Date:d Jul y 3 , 1937 

Re:c ' d 4:08 p . m. 

Gc~~n t~s e: ve:nt~ asse:rts that the: lira i~ in 

no way a ffe:c te:d b y the: vicissi t udEs of tho franc and 

WO\\ld bE to1:che:•l Only in thE unliltEly EVE::l:O that thE 

dolla;• an,\ ponnd 1'1Ere: re:value:d . Blar.ling the: l"re:nch 

financ5.aJ. .15. tua ':ion on the: folliEs of the: Popular 

Front Gove: ••nJne:nt , Gayda re:rnarks tl-.a t contra ry 'to prE­

dic tions e:ve:n in Fre:nch circlEs the: t ripartitE mone:tary 

agre:Ene:nt has bEEn re:ne:wEd and attributEs this to the: 

.fact thai: "pol itical conside:ra aons and the: joint intErEst 

of the: tlll'EE gre:at d EmocraciEs v1h1oh are: o omn.it tEd to 

proviD!.I tlle:ir vitality durl.!\3 an intEl•national pe:riod' 

whic'l is !ll'Oving t he: contrary !lav e: take:n pre:ce:de:nce: ove:r 

financial and mone:tt~ry oons~.dErations . The: misdEEds of 

the: Fronte: Popula ire: are: covErEd ovEr likE thosE of the: 

Spanish 
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sms 2 - No. 314, July 3, from RomE , 

Spanish FrEntE Popular. This 1s no concErn of ours . 

It is, ho~£vcr , obvious thnt oncE morE a gravE pEr t urbanc£ 

has occurrEd in t hE whole problEm of thE world monEtary 

and Ecnnom.c rEadjustncnt hopEd for by PrE3idEnt Roost:vEl t 

and foi' wh5.ch Van ZEEland \'las cnlltd to AmErica. " HE 

finds ni3m.f1o nnt in this connEction thE suddEn silEnCE 

of the i'.Z!E::icor. prEss rEgarding thE Van ZEEland m1ss1.on, 

P:iiLL:PS 

sms 

Regraded Uclassified



L!emorandUIII on difficulties i n the Soviet 
gold indust ry, forwarded by Ambassador Davies 

1 dated July 3, 193? . 

SWJUU"Y of the meoor!Uldum • 

...r. AU(;Ust Chopp 1 an Al!terican engine or who worked in the 
Soviet gold minina industry f or several years 

1 
reported his 

iJ:roressions oi' that industry when he renewed his passport at 
th~ t:oscov; embassy . In the last t wo and a halt years he worked 
in a district which has some ot the richest mines in the country. 

:..r. Chopp was certain that Russian &old production in 193? 
had fallen ott 113 compared with the first six <:ontr"' of 1936 and. 
f elt t!ult it would continue to fall , 'fhe rell3on be ascribed to 
t.l:e decline was tho arrest of technically competent ""'n on 
cl>.arges of sabota;;e and their replacement by neTt and inexperienced 
en(ineers (l!r, Chopp believed the men were innocent) • I.:r. Chopp 
stressed the f act that the pr oductivity of labor in Soviet mines 
is very low in spite of the purchase or a fair amount of Uni tecl 
States machinery. 

('I 'I ) 

I 
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YII.Cil t ~"'" CLOUIJ, 
en route t o high , 
.liugus t 1 :.:: , 19.:>7. 

l n re : bov1et ~o~~ - ~h~tic P0-1c1~~ -
t.orope o.U Puu(:e . 

.:.!rH .. e •IY lt.st - et ter t o you t.l t n :·efer enc e t o t :.c 
(: __ ... .:>.1 t.u~tioz, , cou...:e!·ni.t.:g \\ni\.!.:... you ~!.;ttea me t o . tt:•o 
_, ou »L.~!I info , .. lhtiou < 5 1 couJ.~.o gutue, fro;n t iJJe t o t i ae , 
l .. <..\'<: .;ent J•e pol t s t o t •:e b t ute l.Cflul" t JJer. t wi t ,, tr. -3 :·e-
.e- t t m. t ~opl e ... be sent t o y ou . uou ot l e ss you nuve 
u ·4!! v eu t r.em. 

\1t.C.l .in ~OUCJ01l iL J tatC 1 LL .e . .tt•'fl t..:lrJ 1 ~lO.<.o .. Uil\.!H ,\i t.1. 
~.oC . t. ..... .do.Jll i-1 .bl.l~t;b00!' 1 l.:.t..i-•~·~ \. ,J .., ~ ve;·y UO.ie

1 
~U~dV/CJ 

...... , ~r.c v.u ;.;t: .L. i oet ~t6:J.Y .:::.et. o~.o l. t. ... c ...~. ,;.t..-.ize I,..HC:..tH t.~.E. 
. ... tt .:...u t: of 'La.;\.lt.J.He::.~ ,;tr..e la ·uu L 1u t.e .. .-e:;t ·.-:.:~ "-·:, tae 
"-':l:Cl iJhiO!. HOU l h t . . e _?. Ote:: t..L OI~ Of t.!:e "'l:'ice 0 1 80-1.. 

- 1 t ... 1r.-< t:.u t v.e ,;o t ove1 t o uim _Ul te .!- Chi J.y \711 t n -
-L. t .. d co:t hppl"Ohc:l) t ne v.i ::ooo.u oJ' t .. e ::.oviec Gove11~1ent 
-...,,J! e! o.t.:.:.~ \\j t.h t.ae Utu.teu Lt.btU. , !Jl:.:l t:. ct....1..:;.r..J.y \\ it~t t.tt: 
l..e;..t..] Ol tloe Uu~ teo ::.t:.tc~ . 1 '-'I- CUJd t~.o;. t ue t·e-
1 u. t ee. 1 \. t o 111:. Oove•·nu1eu t . 

w .eu i sl Louuon 1 h.l.::Jo ut.u. ~•oltt:! Q.H e x t enueu cuui't:!·­
.-r.:re v.lt:c 1..1 t v 1r .. ov unu uis<:u!:~eo 11l t n r.~.o .. t J.ent; t •. 1.11e 
•"-<.. hitL.;, t ion 01 tt .. e wo,·_o :.no ne •,eer..ea iupr·e-~eu \\l t.. • 
t .. •· ... e~irubiJ.l ty of es t:<.bJ.i- •·in~> cJ.oser con t >oc t s "i t n you 
t..i:.... st oteo t ut.t ne nc..<J hUt lJot iLeo t.1.e &ppo1Ht :nent. or '-U 
""-~ t. iomol sec•·et~ry t o te "tth.:aeu to toe v.as~tir.g ton 
::O Jviet E:nb~<S~ 101 .:ont:<.ct pu1·poses wi t n tne Treb:..W'y . 1 
.. . aec n' u t ne oiJ·oc t .uest jou a_, t o \\m.t t r.e ~:oc. t..thl p.·o­
c~•· tior ; f golu w~;:. w-.o '"'"t t neir· presen t golo :·ese1 ve:J 
~. o;.-e. ne heugeu ou t ne r·e ply . ne uio s .. y , nowt~ v ez· , tn~ t 
1.<' <'oL.lu s t o t e conf laeut il-lly t o me tn<.~t t ne cuJ·•·et• t. e~tl ­
"" 1..e~ •· •H·e r a t nc r cr. .. gge t·t. t eo . Or course , unoer t nis •·c­
gL .. e ove1 n e J·e , ~.;i tvi~ov n"" t o be ve1 y euref ul t o !ltic« 
""Lin tn e confines of tds own 1'1e1o ""u ne is n>otu• u.l.J.y 
nt~it~:.t hbou t encrot>Cni ng upon t uc llli.l.i t ary powe1·l> of t oe 
Gove.nwer:t, Yl"rlo t.re jeo.J.ous l y e;t.LJ·aiu,: t ne l"<.c: t ~ 11. i t n ref ­
e:-~r.~e t o t ne golu supply oJ· t r;e count ry bS " .lliJ.i t uiY &r.a 
.:-. t. c.. t.eg:.c secre t uno \\':l o , 1 ot.ve no ~ot..bt 1 C:Jre cou.-. t t.~nt J.y 
,;) w{;&CI'b t ing 1 t ;, ~ize fO::" pl 0!-lo!lb'lOL p t.r·r>OStlS Wll. j t S 
r "~ ~1 ble ef 1 ec t. 011 t neL· er .. e::i l • 

Tr.c r:ono1·uble 
l!enry IAorge n t ilt.u , 

be e• e t t.1·y of t n e T•·eh~U!'Y , 
ll~t.~hing ton , 1. . 1- . 
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<.,n~tr·ucterist1c of t ne bret.u t u of t oe Pr esioe n t • s 
0uuool( uno 01~ nis suggestion 1 n~>ve been visi t ing t he 
couu~ des of ~>t.stern b'urope tsnu t •• e .St.J.tic wi t.l a v iew of 
~et1.i11g for ni.n one t n e JJe pbr· t roent a perspec t i ve upon t he 
i'OI'Ce-> ~tna persona ... iti es t ha t t.re t.ffec ting t n e e 4uation 
111 J::uropet!n affairs . I httve j us t returneu from ~'1nluna 
t.nCl t>weuen . Th ey c.re enjoying 1< tremendous ~>.mount of 
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pro~pe1·1ty amounting almost to " boom. The l evel of 
co:nmoaity pri ces has been rising r~opidly Wid nas pructical-
l y reucned t h e 1929 ina ex fi gure. Tney nuve been nc.ving 
" nt.ro tillle trying to nolo dol'fn t h e cost of living. 
Tnei1 cur r encies are, of cout·se, bo t n t i eo t o t he pouna 
~"" 111f.1.ation in E.ngluna oire c t .l.y t.fi'ec t s t n em. 1 t ;.lxed 
.. ttn t lle J.eaoers of government, incJ.uaing t ne Minister for 
!o'lnuuce in e acn of t nese countries , und find ta~ot tney 
ur·e somewnat concernea over t ne si t ua t ion . Both count rie s 
n"ve s t oppea buying gola f or so~e time past . Tne only gala 
t:. a t :,y,eaen buys i s from her o"n mines. Tne ir bwtKs at•e 
f\,.1.1 of .:.oney a s a resuJ.t of profi t s from expor t t rade, 
•nicll llu \e been o epositea &nu conv er•teo int o Sweoisn oblig~<-
tious . bweaen particularly is tbking pt·ec~o.utionaq me~o-
~~.-,·eb by legislatiou lool!.ing to t ne protection of t ne price 
l~ve_ . ::,weden has given perwl>.sive hu t nor·i ty to u Govem­
olP.H L togency Lo purcilt.se 70 , 000, ')00 kronen wortn of c.:ouunoai­
Ues . Bo t n count rie s tJ r e e:~. c.: eeuingly anxious , howeveJ·, in 
pt ot ccting t ne:nselves not t o a.l .. LU!'b t ae s t bbilJ.ty of in­
CC!I<u Li omll e xcn&nge. J>vet·yv""" t1 .l. l'lnd e:~.p1 essi ons of t ne 
.d ,;ne~t c ommenoa tion fo r t ne &c t l:l of t ne Presiaent ~ond your­
.-e.J. f in :llaint a i ni.ng t ne pc.1·i ty between t ne dollh r ana t t.e 
,ounu prior· t o t h e embc.t·kt. t ion on tile po-1cy of buying go.1.o . 
r .• e.·e at·e ii!dicat ions, however ' t nllt .:on1'i u enc e in t oe s t a­
bUJ ty o f t n e pri c e of golo nus been sever·ely sn&.ke11, hs 
!n~lcu teo by t n e above-men t ioned bweui"n .legi s lat ion . 

T11e prevailing i mpression seems to be t :.at t t.e:-e will 
be ~o.ue fu.r tt1e r inflatiou in Enghono , but t nc. t i t wi l l no t 
tlO Loo far . 1 was impressed by t he n~t t·o-heaaea qublity 
w1u brot.d outlook of thes e men . Of course t ney ~<re rign t 
lop agt. inst tne buzz-saw aere . Botn count ries at·e smbll ; 
splenoiul y organized ; efficient ; ono o.t o1J. times i n 
jeop~oruy, botn economically ana from E.! mi.l.it&ry poiut or 
view. 

1 t occurred to me t hat t h ese iwp;·essions migh t be of 
so.oe inter est to you. 

Generally speaking, t n e view is tnat a European wa r 
is no t imme oi&t ely imminent. Pr&ct ically all of t nem nave 
t ne iae a tn&t n e i t her t ne Germ&n militbry, nc.val, or civil 
t. wtnorities wan t war . Tney t nink t ht.t Uerm..ny is n ot re~soy 
for i t. &jually positiv e is t he expression tnat t n e si t ua­
t !on is exc eea1ng1y precoriou s ona tn t.t soJJe un towara inciuen t 
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_ 1., •• t precipitate 11. conl"l&gr&tion . J..p&rt. t'rom tnis 
uW•t.er t ney s t&te t nbt li relil ment~ce t o :..tPbility of peace 
~1es in t ne i"a<.:t t t1at t net·e is a oict&torsnj.p in Ge r::l&ny 
~>•·"- ltttlY wnich Ills ;.bsol~..:te au t hot·i ty in power &no is not 
~t..b J ec t to the cnecK 01· 11 Cabinet or WlY o t he r cooroin&te 
bt·~o,.c .. of government . ::.tr~tngely enough , t ney !;ee•a to 
1 eo.L .Less s~tfer in 1 tuly tnun t hey oo in Ge.·mo.ny ~sna voice 
tae upp t·enension of no one Knows but wh~st Mussolini mignt 
.:onc.Luoe t hb t t he most propit.1ou:.. t1ille fo1• him to project 
" llt.t· is now. 1-'r&nce is generally reguraea as nc;ving tne 
bt~s t militury equipment ana ~~o rmy in l!.'u~·ope , but the opinion 
i~ 'lcry .::oufiuent t nat Frunce will ao almost =ytning to 
t.•toio u w~sr . There is b genet·ul recognition, nowever·, tn to t 
nll&ll<:h.lly, poli t icb.lJ.y , o.na soci~slly Frbllce is iu on ex­
cce..tingly precarious state, a.1 t nough t ne re seems to be a 
VtH y s t r ont; l'eeJ.ing tnat .funublaentblly t he French people 
&re :;ouna . Toe view is fre-.uent l y expressea th~st finon-
C1!.11y Frlillce will be up ag~sinst 1t in Se ptember 01· Octobel' . 

You doubtles s have mucn mol'e uCCUI'hte info:·mation upon 
t.!L o1 t hese factors . liowever, it occucred. to me that you 

il!n t be i n teres ted in w.h&t l firw tnese peoplt:: over her·e 
ure t hlru<ing of . 

Pl.et.se give my w& l'lll t·egu rt.1s t o your ve ry wonael'ful 
ft..en t ~ , wno;n l alwuys t nlllK of in te t·rus of c.ffec t ion . 
,y be<> t. t o tne boss wHen yo\> seu u~m una wi t h kinoest 
lll•ue.nbr·w;ce s to Jt.r s . idor·gentr.~;u tm<J you.-deJ.f, 

::.incerely yours , 

.. 
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Sap\_..,. 2, 19)'7 

.,. dear Jr. Allba .. adorl 

In Ulo ab1enca ot \lao hcrata17, 
lho 11 • rOilta to w .. hta&t.a rr.. a 
"caUOD 1D lawaU, wq I aclmMrlodra 
receipt or Jou.l' lot tar to ll1a elated 
.&II&Uit 12, 

Your e-•a1oat1a. ~1 be b~t 
t o h11 poraocaal att•UGil aa aoGil aa 
he reaebea tlaa ortlea. 

H. 8. llota, 
Prl?ata 6aoratarr 

Bon, .ro,.pb 1. Da?laa, 
Ollited Stat .. .&abauador, 
Dill tad Statea ..,••117, 
loacow, o.s.a.a. 

h CJ .. a 
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~r1MD a1a1'D8 eql__. oa tbl •- nl»Jen. 

It will 'be aoted tbd tbl ak'-t• -.de bJ Ill'. 

Chopp 111 the atteabe4 .__. • .._ an a11dl.ar to tboae 

ada b7 Ill'. W11ao1l 111 ~· ~e--IIUotllet deapatob. a'lllll 

tend to OO'Ilt1ra the taot that U 1a poaa1ble that tbl 

gold proc!llotlo1l wlll 11ot l'llOI'Mae 111 19 S7 a1l4 _,. 

pou1bl'J' be 'below tha le"nl atta1M4 111 1918 . 

It la 11ltareatl'D8 to !Uite tba atat-11ta •de '117 

IQ>. Chopp regard1'ft8 the aotual ooat or pi"'4Dot1oll or 

gold 111 tba S.rS!mlS m~~~e ot tba Il'uDO'J'&I'alr 41atl'lot. 

Where be wu HoaatlJ eJ~~~lopd. It tba tlgal'ea gi"nll 

'b7 Ill'. Chopp are aoovate, lt appear• tbat at that 

part1Gilllll' al~~~e t.1» ooat ot pi'Odllot10D 1a quite h.J.P. 

86S., 
BD: owa 

Ol'lg11l&l II1Ul tOfU ooplaa to tale~'· 
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m iC'fLY COllr!JP'ftytL. 

... 1 ..... lo . 1 to IWQ&teb 
1o. ua ot ~a, 1ta7, 
r... tbe .... ,_ 7 5 t~, ... _ , o ••.•••• 
~ 10, U.7. 

liP . Aacut Cllopp , an -'-loaa o1t1ata 'llbo liN ~ 

- kiD& tor o.er .. ._ J'MI't tor tbe aortet Ool4 IMut:IPJ', 

tallt4 at tbt ..,...117 - ~ 10, tor ~ purpoee ot 

reDnlna hit ._r1oan ~'· 

!'be tollowt~~g it a •tno• -P7 ot the tktt.late .... 

1>7 liP. Cbopp at tbat u .. , 

liP. Cbopp tktt4 tbat at t~ tel'll1aat1oa or hit 

lett ooatrut e.Mut a •ath aco, be -. 114Ybe4 b7 the 

autbor1Utt that ~7 ~4 ao 1oacer- hie Mn-1-. 

Plu-tht-., be adlle4 that ~ 414 not ..- uq ettant 

t o obta1a t.be na:t 1 ot hit -t....t elaoe be U. not 

4tt1re to eoat1- -~Dg ror a So-ftet -~ Wlllob 

ftl 1a 41U1oult1 .. , 111b1ob 1a tuft .tpt - hilt to be 

..... w .. be1q nep-1ltlt t:Mret• · .. 1t t:Mret­

rttvaiq - t.be Olllt:M l tat.t. 

Du111C hit etq 1a ~ 8o-f1tt uatoe •· Clbopp bat 

-w 1a p14 Jd.Dlac eaterprltN 1a .. ,.» · •, u wu 

u 1a Mll\ftl llbel'1& l a the Uetrltt ....... DM1107Df*· 

AU'In.,. ~~e 1e ., • ,. 7 .. -sr ••· •· -. tt aa 

.. 
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Ill repl1' refer to 
Ill 861.6361./85 

M:r dear Jlr. Ta7l0r1 

DEPARTMENT 01" ST~TE 
WASHINOTON 

Z11l7 30, 1937 

Ho 

·. 

With reterenoe to .;, letter of Jul7 17 to Jlr, ltorp~~o­

tbau, w:l. th 11b1Cib -.. tzoana1 tted a oopy of a deepatob 1Ja 

regard to ooD41 Uoae 1D the Bonet sold 1nc!Detr:r, I aa 

enololline; t or your 1ntomat1on a oopy of a further con­

n.dent1al deepatob on that eubJeot 11b1Cib ball been reoe1Ye4 

troa our Embuq 1Ja lloeoow. 

lnoloe11l'e 1 

J'rooa lloeoow lo • .US 
Ju]J' 3, lt3'1' 

The Honorable 

1fa;rue 'l'qlol' • 

81noere]J' youre, 

AoUaa le01'8t.al7 ot the 'l're~. 

t . oO 
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EMBMSY Or THE UNITEO STATU or AMI:IIICA 

MOSCOW 

Honoruble Henry Morgenthau, 
Secretary of the Treasury, 
lash!Qgtoo, D. C. 

My dear Mr. Secretary : 

Ju.q a, 1937 
141 

In the official government press, 
Pravda, ot Ju.q 5th, publi.tled here 1.n Moscow, there 
is an article on the Gold i.ndustry, which indicates 
that the gold production for the past six months 
has slowed down considerably. It arises in connec­tion with an attack upon the Chi ef Administrator of the Gold Production Section of the Commissariat 
for Heavy Industry, which, 1D effect, states •that 
this <rganizati on is honeycoabed with 1Dcoapetent Trotskiists who have built nests for themselves" and •who bave been guilty of making verified, false annual reports on Copper and Mining." 

Since rq return to Moscow I again have been making efforts to procure more or less accurate information as t o the extent of the gold reserve 
hem at present, but it is very difficult to obtain. 

You will recall, that I wrote you from London to the effect that Litvinov had admitted to me that the general reports of the size of t he 
gold reserve were exaggerated. 

1 am, 
With assurances of rq respect and esteem, 

Veryz~ ?/!% 
J~~#$4~ 

--Joseph B. Davies 
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a•.avc.n. 
UNn'ID 8TA1D C. AMIRICA 

Moscow, 10 Jul7 137 

Personal and Cont14ent1!l 

The Honorable Benr,- Morgenthau 

Secretary or ~ Treaaur,. 

Washington 

ll:y dear Henr,-: 

For ,.our 1ntol'lll&t1on I llll sending 

:you a copy or a letter I have just sent to Sec­

retary Hull wh1ch expla1na 1tselr. 

I 

Enclosure. 

Ver,- trul.J ,.ours, 

I 

Joseph B. Dav1G3 
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....... 10 Ja17 •a7 

liT 4ul' llr. Seoreta1'7t 

1'1'101' to rq ctepuoture l.ut au~ u4 •pb 1D the 

lp!'i~~g, I h84 anoral ooatoreneea with tbl S..retu7 or tbla 

'l'l'tlliU1'7, Mr. Morpnthau. He aabd • to keep hSa lnto~ 

OD t1:1e gold a1tuat1oa. 

PUI'a\l&llt thereto I ba4 an 1Dftat1pt1on or the - ttel' 

11141 bero Uld alao ha4 the matteP tabn up with 1~1D1ator LaM 

at Riga. Dbpatol»a haft s- t0l'Wal'4 to the DeDU"tllutl 
whioh I han DO doubt haft 'bMJl trana.1 UN to t&. S....tuor 
ot tbt 'l'l'OUUJ'7o I t oooUPI'M to M that 70U Jd.pt nnt to ohMic 

t1111 up to ••• 1t the 1nt-Uon baa 10M to h1a. 

In tho l'epCIII't propuoe4 OD gol4 b7 tbl M1N10D at Rf.p 

a aap WU attaobMo It 006WU4 to M tbl 'l'HU'111'7 111Sbt lib 

•uoh a -.p. I • ball41ns J'Oil bei'Owl th a blolot l'ePOPt b7 soo­
Ntal'7 Ilul'b1lolr with aMP abowtJaa the .. 'NilMea 1014 -'•1 , 

&Nu in tho Sonot Ullioa u4 tblll' relat1w blpePtanM. 

4o 1t 1rl. th the UMNPt that 70U Jd.Ptl lib to tonllll"d 1t to 
SeONtal'7 Morpllthall fOP bt. UOo 

It ~ that tbla -lr I bad tbl o.,.r.P'""' ~ to 
-tOM ot tho-loa41Dg polo&lato or tbia Par Bu t Dl'o ..... 

who h hero attollll1q tbi Iatloi'Dati-.1 Oool:f!oal c-... ... 
I WU '"1'7 .-b 1DtoreotiM lll loaJ'IllJia t.- tbot tbla sreat 
bulk ot tho go14 1D taa. sonot Ullioa lo plaoa tnect aDd tbat 
the oo1tt or p1'04uot1oa are ftP7 lwo He aptiiN with flPot ba1111 

lalowledgo u be 1a tnllillar with tile pi'1M1p1o "'•'Ill rest­

ot Siberia aDd BaatoPil Ruola ... •• t ·s..ro•• .. b7 b 

•IIOJ'IIOua so14 wealth or taa. sonot Ull1-. 

Rnoloaure. 

lflth uauranoea or rq NOpoot u4 •·--· 

I• 
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( 

a.LI.Jr: 

Treasury 
Operat or: 

a.M. Jri 

J.. 0 . : 

B.!.I.Jr: 

D: 

B. I!. Jr: 

D: 

H. !.l.Jr: 

D: 

( H.IA.Jr: 

D: 

B.II.Jr: 

D: 

B.II. Jr: 

( 

Jul.¥ 6, 19.)7 
ll:49 a.a. 

Congressaan Douchton, please. 

Right. 

Bello. 

Congr essman Douchton, 

Bello. 

All right? 

Heney talldn& • 

Oh, yes. 

Here ' s the thing Just the way I said. 

Bow' s that? 

I got this message trom Magill: that you and 
Harrison 

Xba t ~ did what? 

That you and Ba.rriaon wanted us t o look 
at the President and Mrs. Roosevelt's 
return over the week-aDd and to stud)' 
thea and that then that you and Harrison 
were going to call on t he Prelfdent l oDCiay -
I ••an Tuesday - and ask h1a tor his re­
turn. l ow that ' s the way I under stood it. 
Bow by the time it went ar ound, JBaybe be­
t ween Magill and ~selt, there was a ais­
understanding, but that's the way I uDder­
s t ood 1 t aDd that' a the way I t old the 
President it was when I saw him on Sunday. 

Yea . 

low then it there' s been •ZIT slip-up, it's 
in the taail.7; DObodJ lmowa about it; DO­
one 1a tl'Jinl to do 8Z!J't.od7 aQF hara but 
I telt that l abould report those tacts 
to the President, which I did on SuDdaJ' 
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D: 

H.M.Jr: 

D: 

H. li . Jr: 

( 
D: 

H.Jl. Jr: 

D: 

H.W. Jr: 

D: 

H.II.Jr: 

( 

- 2 -

and I simply told b1a that "Mr. President, 
pending your instructions, I •a not going 
to look at your returns.• 

How' s that? 

I told the President unless he instructed 
me to, that I would not look at his returns. 
You see? I ' ve never seen his returns. As 
I understand it, all the returns or all the 
Presidents have always gone in the safe 
of the Commissioner of Internal Revenue a nd 
they•ve been kept there . You see? 

Yeah. 

Now outside of my conversation with Magill 
and the President and Oliphant, I mean no­
body knows about this so it's strictly in 
the Treasury and with one or two of you 
gentlemen on t he Bill. You see what I mean? 
So that the misunderstanding is unfortunate 
but -

See there's a misunderstanding as far as 
I'm concerned . Some of them 111ay have sug­
gested - I don't remember - that - directly 
that it might be well to find out about it 
so that you' d know Just what you had to aeet. 

Viall , he sai d -

ilfhat we want - what 1 want to do is talk 
with the President about it . But 1 know 
that if we never called on him for any 
returns -

Well -

And I never asked you to see - I never asked 
you to see his returns . 

Well , Magi ll said that Harrison did. 
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D: 

ll .K.Jr: 

D: 

l! .ll.Jr: 

D: 

B.M.Jr: 

0 : 

B.ll.Jr: 

0: 

l!. t.t .Jr: 

D: 

ll .ll. Jr: 

0: 

B.ll. Jr: 

0: 

ll,ll,Jrz 

-.3-

Harrison Uo7 baYe sald that. I diclD' t. 

Be s&id Senator Harrison did. 

Yeah, u;rbe it was Harrison but I didn't - I 
know I diclD' t. 

Well -

I didn't ask an:rbod:r to see the President's 
returns nor I didn't call on tbell tor th•. 

VIall, be said -

Your eo..ittee didn't. ADd I didn' t lill:e 
(a squeaHnc noise ukea the rest inaudible.) 

Well, I'• sorr:r. You c&n bl&ae •• if :rou 
w&nt to. 

lo, I ' • not goina: to bl&aa a1Q'bod7 but -

llut I•• telling :rou Just how it bappened and -

Well, I know I•• as innocent about it as a 
man can be. I've bean trying to be as help­
ful as I could. It ukes it a little difficult 
but I know wbat this (rest inaudible) 

Well, Bob, :rou•va - I•ve worked with ;you now 
tor tour :rears &Del :rou II:Dow I•ve alws:rs put 
1Q' cards up on tbe - I ' va al•&:r• -

Yeah, I II:Dow you have and so have I . 

Yes, ;you have too. Wall, thaN' a this -
it a&;r be but as • ~arat&Dcl it tba;y 
ware sitting around (the next part is 
inaudibi.e) where the discussion 
took place. 

I Just didn' t want the President to thinll: 
I bad dou a-thing that I would have no 
intention on earth of do1zll. 

Yeah. 
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D: 

B.M. Jr: 

U: 

B.M. Jr: 

D: 

li .U.Jr: 

D: 

B.li .Jr: 

D: 

B.!t.Jr: 

D: 

B.M.Jr: 

D: 

B.ll.Jr: 

D: 

Mow I c ertainlJ' 
the world - I 1a 
way to help get 
(inaudible) 

Well -

- 4 -

would be tbe last u.n 1n 
just tryinc in ~ liaited 
tbe utter of tbis bare 

Without the least reflection on anJbody 
in the aost helpful way possible. 

Well, Magill and I distinctly understood -

Well, I 1a the last aan 1n tbe world tbat 
would do &nJtbiDC tbat would be arJ¥Way not -
be discourteous to tbe President. 

Well, I appreciate that . Where does the 
aatter stand right now? 

Well, it stands as tar as I 1a concerned -
it's just all orr. I suppose I'• not­
don't intend to think tbat you've done 
an7tb1ng wrong or said an7tb1ng wrong. 
You've done maybe - somebody I believe is 
under a misapprehension about it -

Well , when -

As far as l'a concerned, the President 
Just bas it all wrong tor ae and I tb1.Jlk 
Magill will tell you as far as I'• con­
cerned, there's no foundation 1n tbe world 
tor it. 

When do you expect to see tbe President? 

Five o ' cl ock tbis afternoon. 

I see. All rigbt, well, tbat1 s -

I Just thought I ought to call you about 
it. 

Well, I appreciate it. I -

You always do, rou Jmow. I Just -
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a.M. Jr: 

D: 

li ,II.Jr : 

D: 

B.IL.Jr: 

D: 

ll .li.Jr: 

D: 

B.M. Jr: 

II: 

H.II. Jr: 

D: 

H,II. Jr: 

D: 

B.II. Jr: 

D: 

B.II.Jr: 

D: 
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Fine. I -

I bad the beat ot aot1vea and the ve'r7 
best ot spirits. 1 1a not ottendinc :you 
about a117thiq. 

Bo. Well, you see the ' tbinc aoved ao 
fast -

How' s that? 

Tba thin&'s come so fast, you can't 
alwa:ys do i t ri&ht. I thiDk - thin&s 
have been bappenlnc so qu1ck.ly - so 
~ decisions here ther coae so fast 
that a fellow can't tell. 

And it' s perfectly -

All in the world that I want is to do -
1t I don't I'd Jilst as - I'd be careful 
ot the President. 

Well -

t hen as tar as the other aisunderstandlnc 
1a concerned, I thiDk everyboey has acted 
pertectl:y i.Jmoc•t about it. 

Yeah. Aa I 101nc to see you ton1&ht? 

How•a that? 

You're 10iD1 to coat to dinner ton1&ht. 

I thousht it waa to110rrow n1&bt. 

It's ton1&ht, ian•t it? 

Sure, yes air, I'll be there. 

Yeah, the 6th. 

Yea, air. 

• 
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B.II. Jr: 

D: 

JI.II • .Tr : 

( 

c 

- 6 -

n•a tOD1&1at. 

!la&DII: J'OU 't'VJ' -Ia. 
Yeala. Yea, 1t•a toD111at. 
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( 

a.!l. Jr: 

t r easury 
Operator: 

a.li.Jr: 

Hello. 

Irey. 

Bello. 

Jul.T 6, 1937. 
12:06 p. a, 

~>J.&er Irey: Bello, Jlr. Korsenthau. 

a. ll.Jr: 

I: 

B.lt.Jr: 

I : 

B. lt.Jr: 

I : 

B. li.Jr: 

I : 

Hello, Elaer. 

Yes, sir? 

Elaer, I wisb you'd - I want to ask tbe 
tollowin& Questions. I understand tbat 
you sent tor tbe returns ot tbe various 
Cabinet aeabers plus tbe President and 
Mrs . Roosevelt's. 

l o, sir. I did notbinc but set the re­
turns ot tbe President - I didn't get 
llrs . Roosevelt ' s- and I g ot yours ailCl 
Mrs. Korgentbau•s. 

' You got aine and Jlrs . Korsentbau's? 

Yes , sir. rbey're tbe only tbree sets ot 
returns tbat I got. 

Wbicb return did rou cet? 

.. be President's and )'Qurs and Jlrs . 
Korcentbau 1 s. 

Well, bow did you happen to pick those tbree? 

Because rarleau, wbo was workinc tor Mr. 
Kqill back in tbe becinninc ot tbis in­
veatisati oD told us that tbat was wbat 
Jlr. Jla&ill wuted - tbat we sbould get 
tbose returns. We c ot tbe• and bave bad 
tbu looked up iD tbe sate ever s1Dce we 
cot tbu. 
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B.ll.Jr: 

I: 

B.!II.Jr: 

I: 

H.lot.Jr: 

I: 

B.II.Jr: 

I: 

B.lot.Jr : 

I: 

B. l.I .Jr: 
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Just repeat that acain, will you? 

I say Tarleau, who was worldna tor Kr. 
Macill at that time, auacested - told us 
that Mr . Kacill wanted us to cet those 
returns and we did so and have had them 
locked up in the sate ever since . I thouaht -
the thought at that time was to make an 
analysis ot them so that it they were called 
tor, we would be in a position to explain 
what the situation was, but was done or said 
nothina about them but J~Ut bold them. 

:tou said nothina was - I didn1 t cet 
that . 

I said but we have said or done notb1na 
about them; we 1 ve j~Ut held them. 

And examined them? 

Yes, and examined them and I have them 
richt here on the desk now because I cot 
a messace trom the ~ommissioner suggestina 
tba t we brina them back and I just got them 
out - we were Just going to take them in 
wbep I cot this messace . 

What did the Commissioner want w1 th them? 

"ey, he ' d bad a talk with llr. llag1ll and 
as I understand it, Mr. llagill bad sua­
casted to b1a that be get the !acts . 

Ub-bub. 

But I will say that they have just simply 
been kept intact and ot course there's 
nobody knows aD;Yth1n& about them. 

Well, I don't understand it aDd I don't 
like i t because there ' s no reason wey our 
returns should be treated eD;Y different 
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I: 

H.II. Jr: 

I: 

H.JI.Jr: 

I : 

H.M.Jr: 

I: 

H.li . J r: 

I: 

B.li.Jr: 

I: 

H.li.Jr: 

I: 

.El . li.Jr: 

- 3 -

troa aliT other ot tbe six llillion 
taxpa:yers. 

Well, there wasn't anr, ss I understand 
it, Mr. Secretary, tbere was anJ tbougbt 
ot treating you differently; it was Just 
simpl;y so that 1t tbese people bad called 
for tbe returns, the;y would be available 
so tbat - tor stud7. Wow that ' s what I 
tbougbt they bad in aind. I've been bold­
inc tbem tbat wa;y and I told Mr. Magill 
that arter I got thea that I did have tbem. 

Uh-buh. And you're now goinc to give tbu 
back to the Commissioner? 

Going to give thea back to tbe Coaaissioner, 
yes , sir. 

Well, tbe Coaaissioner bas asked tor tbem? 

::tes, sir. 

Well, that ' s all rigbt. 

Just within tbe last ten or fifteen minutes . 

Well, Mr . Magill is sittiDI bere and I'• 
going to - thia is all news to ae. 

::tea . 

It wasn' t done at &DT sucgestion troa ae. 

Well, that ' s the situation, sir . 

Well, I want :you to know it was no suggestion 
on '.:1 part. 

Yes. 

Tbat aDTthinc like this be done • 
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I: 

S.ll.Jr: 

I: 

S.ll.Jr: 

I: 

B.ll.Jr: 

I: 

S.loi.Jr : 

( I: 

c 

- 4 -

Well, I -

But 1t'a tbe t1rat tlae I••• beard of it. 

Yeah. Well, I do wa11t :rou to lmow, 
Mr. Seoret&r7 tb&t .tbere waa DO- DO 
ettort 011 ~ part to clo &IQ'tblll& out 
ot tbe resular oourae or 8.J!Itb1111 witb 
tb•. 

Jo. 

It ••• lUst - at Be1Yer1~~&•• d1rect1oD that 
I cot tn-, - bald tb•· 

Well, ata;r 111 :rour ottice tor another twe11t;r 
aiDUtes, will :rout 

Yaah, all r1cht, air. 

TbaDka. 

All right. 
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a.».Jr: Mell o . 

Guy T. 
Belvering: Bello·. 

H.K.Jr: OU7? 

H: Yes. 

JulT 6, 1937 
12:09 P••• 

ll .loi.Jr: Would you tell •e what 111 this about 
Irey•s picking up certain returns? 

8 1 Well, he cue in aJid said that Mr. 
Tarleau in Mr. Magill'• ottice that 
there had been instructions tro. Mr. Magill, 
as he understood it, - Mr. Magill had asked 
tor certain returns -

R.W.Jrl Yeah. 

HI Incl uding yours and the President's . 

H.W.Jr: Yes . 

II: or course yours were contained in the 
regular tiles like eYerybodr's else 
returns aJid I told ~ - I '• 
sure that he got those to look over -
to check and see that there was abso­
lut~ no - I couldn't give~ the 
President•• at the tt.e -

lt . ll.Jr: You d i d not? 

R: But ·I had told Mcintyre what I wanted 
about i t and asked hill to advise me. 
I al so told Miss LeBand . 

H.II.Jr: What -

lh But I got no advise about i t -
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s.II. Jr: 
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a.II.Jr: 

8: 

8 .11.Jr : 

8: 

8.li.Jr: 

8: 

8.K.Jr: 

8: 

8,1(,J.,. : 

8: 

8.1l.Jr: 

- 2 -

What did JOU tall tb .. Q~ 

Wbat? 

Just wbat did JOU tall llcintJl'a and 
.11188 LaBand? 

I told tb.• tbat tba Co .. ittaa 
wanted to cbaolt b.ia raturna b.ara - tb.ia 
Co.aittee we appointed in tba Traaaur1 -

Yeab. 

So tbat it tb.ere 11 aQJ question coaes 
up on it -

Yaab. 

llac told •• tbat b.a didn't aee bow I 
could do anJtbinc alae but I tb.en told 
lliaa LeBand also about it but I don't 
tb.ink tb.e7 paid aucb. attention to ••· 

Ob-b.ub.. 

And attar about a weak I told Ir117 be 
could bava tbe r aturna ao tbi!F could 
cb.aclt tbu but not let tb• out of b.ia 
i.aediata poaaaaaion. 

•au, DOw, I lust &ot tbl'ouab talltilll to 
11'17. aaa? 

Yaab. 

.&Jid I undaratand froa b.1a - and tb.ia ia 
tbe til'at tiM tbat I baYa anr beard about 
it -

Yaab. 

And it's now taD aim&taa paat twaln - tbet 
accorclill& to Iri!F, tarlaau called b.1a up 
and aa.cl to taka lira. llooaanlt 1a, lira. 
llol'lmtbau and IIIIIJ r aturu and loolt tbea up 
1D a aara, ... , 
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a: 
II.II.Jr : 

a: 

8.U.Jr: 

II: 

H.!II.Jr: 
• 
8: 

8.li.Jr: 

8: 

H.Y.Jr: 

B: 

8.11.Jr: 

8: 

B.II.Jr: 

B: 
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Yes. 

Be bas not got the President ' s returns. 
Ob, :res, be bas . Be's going to brine tbea back to me rigbt now. 

Well, I just got tbroucb tal.Jdnc to tu.. 
To Irey? 

Yeab, 

Well - I Just bad tu. 1n bere and asked bim now to brine -

Well, -.;rbe I misunderstood unless - I'll call bim up, but anywq as rar as tbis tbinc or Tarleau takinC &nT action in regard to Mrs . Morgenthau and my r eturns, I want you to make an orricial note tbat I didn't know aeytbinc about it, see? And it• a news to me. 

Yes, well I think as r ar as their - your returns are concerned aeybow, tbey could publisb thea out in tbe paper if tbey wanted to. 

Of course tbey can. Now wbat I'd like to instruct you orticially now is tbat you put Mrs. Morgentbau and w;y returns back into tbe tile wbere eYerybody else's return is. 

Yes. 

Bee? 

Yeab, 

I ' d like-tbea to be put back in tbe tile wbere e••r:rbocl7 else• a returns ere - wbat­e•er tbe DOraal place tor their return ia I'd like thea put back tber e. See? 

Yes. 
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8.ll.Jr: 

H: 

H.M.Jr: 

H: 

H.II.Jr: 

8: 

H.II.Jr: 

8: 

H.ll.Jr: 

B: 

B.ll.Jr: 

8: 
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That's Mrs. Kor1entbau and ~ returns. 

Well, I tllink they'~• been kept there all the 
time until they asked tor them to re-
check so that we•cl be sure that it any-
thing came up about them -

Wellf there's so118thin& slipped soaewhere 
and 1 d like you and Irey to be o~er at 
~ ortice at ). 

Yes. 

There 1 s s011e a1stalte - there's solle misun­
derstanding soaewhere. 

Yeah. 

So - but betore you Colle back, I wish 
you'd make a note that I called you and 
that Mrs . Koraenthau and 111 returns 
should go back in the resular tile in 
their regular place. 

Yeah. 

See? 

Yeah. 

and that this is the tirst that I ban 
hea.rd about it. And I understood Irey 
to aay that he bad Mrs. Roose~elt' s re­
turn but not the President's but I'll 
call hill. 

lo, I ha~e Mrs. Roose~elt 1 s return here 
on 111 desk as a result or a letter she 
wrote lie on last Friday I think. 

I see. And also I • ant to let you know 
ottioially that we ha~e tound the letter 
we ba~e a copy ot it that •• sent Mrs. 
Roose~elt in 134-

Yeah. 
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8.11. Jr: 
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8 : 

8,li,Jr: 

&: 

&. ll.Jr: 
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ADd it said tbat the General Counael 
of Internal Revenue passed on it. 
You know I asked you about this? 

Yea. 

Well, I finall7 located Robsrt Jackson 
in Jaaeatown and he said he dia give 
such a rulin& aDd he waa brought over 
partioularlf for hi• by a man by the 
name of Cameron? 

'!'here's a .an up there - · 

Cannon - Cannon, Cannon. 

"uther Cannon. 

Be said he was one of the beat men aDd 
he went over it very caretull.7. 

Yes. 

And he said tbat Cannon and he both 
hold that if Irs. Roosevelt's contract 
as they saw it 1n ' .34, that abe has no 
Federal tax t o pay. 

Yeah. 

ADd be still bolds that position. 

Yea. 

So that clears up that situation. 

Yea. 

And you r .. eaber I asked you. 

I as. 

Wall, it waa Robart Jackson aDd Canuon 
who r aac1 the contract and he aa1c1 they 
went over it very c are tully. 'fhey bald 
that abe had no tax to pay. 
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H.ll. Jr: 
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8.11.Jr: 

8: 

8.11. Jr: 

8: 
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Well, I don't think there• '• 1.111 question 
about tbat it llhe didn't lUke tbe con­
tracts tor heraelt, 

Yeah. 

And, well, we stand on that ruliDC? 

Well, I 
to you. 
an,yway. 

should think so but tbat• a up 
It would have t o co11e tr- you 
She wrote you the letter . 

Yes, but I don•t know -

Well, let• a talk about it but this 
Tarleau t h1DC has certainl7 got .. 
JliYStitied . 

Yeah, 

I don't aee by what autboricy be would . 
do a thine like that and -

Well, that's all between Mr . Magill - I 
thouaht the or der a CIUlla directly t r011 
.llr. Magill. I t alked to hill Just now 
aDd he told •• to hold -

Well, I gathered he didn1 t. 

Be said ba didn't know ~.~~¥thin& about it? 

Jo, 1t• a news to hill. 

Well, I called Irey in here and I 

J o1 it's news to Macill. 

Yeah. 

All rJ.cht, I • 11 see ;roue t .) end JOU baYe 
Ire;r w1 th ;rou, please. 

Yea. 
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Operator: 

H. J.I.Jr: 

Operator: 

I rey: 

H.II.Jr: 

I: 

H.JJ .Jr: 

I: 

H. II.Jr: 

I : 

H.W.Jr: 

I: 

H.U.Jr: 

I: 

H.U.Jr: 

I: 

B.!.I.Jr: 

I: 

B.W.Jr: 

I: 

H.l.I .Jr: 

I: 

H.U.Jr1 

Oper ator. 

Irey. 

Right. 

Bello 

Irey. 

Yes, Kr. Secretary. 

Jul7 8, 1937. 
12130 p.m. 

Which three returns did you say you have? 

I have the President ' s, and yours and Krs. 
Krs . Morgenthau•s . 

O, I understood you to s~ Krs. llorgentbau•s, 
mine and Krs. Roosevelt • s . 

Oh, no, I haven't touched llrs, Roosevelt ' s. 

Oh, you have the Presi dent ' s , llrs. llorgenthau•s 
and mine. 

Yes, Sir. 
I 

Well, what I ve just told the Commissioner is 
this - - that-this is the first I 've known about 
it , see . 

Yes . 

That no such instructi ons were given out with qr 
knowledge. 

Yes. 

1"'~ -OU 

And I know want lira. llorgenthau1 s and -r returns 
put in the file where everybody else 1 s returns • • • 

••• Yea. 

Do you understand? 

Yea. 

So 'when rou 10 back I waDt, I want - wberner the 
noru.l p ace is ~or Oll1' returD to be in th~ tile 

Yea. 

!bat's 'where I waa.t lira. llorsentbau•a and rq returns 
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I: 

a. loi .Jr: 

I: 

H.J.I.Jr: 

I: 

H.ll.Jr: 

I: 

H.U.Jr: 

I : 

H.U.Jr: 

I: 

B.ll.Jr: 

I : 
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All right. I 'll get th• back there riaht 
away • ••• 

And, and those - and Tarleau certainly 1B golD& 
to have to explain by What authority he gave 
any such -orders. 

Yes. All right, Sir . 

And I ' ve asked that - Mr. Helvering and you to 
come to mJ office at three today. 

All right, I ' ll • •• 

But I want you to make a note that I called you 
at this time - this is the first I've heard 

about it - that no such 1hstructions were given 
with mJ knowledge or with Kr . llagill ' s knowledge . 

Yes. Well , of course that's news to me. I didn't 
know because I • • 
• • • • and that I am now instructing the 
Commissioner and you to return Mrs . Korgenthau•s 
and m7 returns to their proper place 1n the regular 
file of Internal Revenue. 

All right, Sir. 

And you will return the President's return to Kr. 
Helvering. 

• 
All right. All r i ght , Sir, I 111 do that . 

Thank you. 

All right. 
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B.ll.Jrz 

Operator: 

H.ll.Jr z 

Hull I 

11.11.J r: 

1!: 

II .II.Jrl 

8: 

B.M.Jr: 

Ill 

II . II. Jrl 

1!: 

ll .ll.Jrz 

H: 

H.li .Jr: 

B: 

l! .ll.Jr 1 

H: 

II.II.Jr: 

8: 

H.ll.Jrz 

Bello. 

secretarr Bull ooa1ac oo. 

Hello 

Hello. 

HeDrT tallctng. 

Henry, what' • goiDg oo? 

lul.7 6, 1937. 
l2&3S p.a. 

Well, that na wbat I na calliDg up to t1Dd 
OUt tr- 10Uo All We !mOW 1s tbat the French 
tinaDcial tbiDg baa, up till tbia aorniDg ' 
worked prettr well. 

Yeah. 
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An4 they've been 1aining - a - a - foreign 
exchanle, &Dd up to now it'• worked pretty wall • 

Well , that'• good. • 

And we tbilllt tbat they 1 ve gained about two 
b1Won franca. 

I see. Well, that's encouraging at leaat. 

Very . 

Yeah. 
And I woodered it there waa aDfthing on the 
political thing which you aight tell ae. 

llo, there's notbiDg eapeciall1 new. Tbe c-­
aittee of Twentr-Snen -- Twantr-Seven llatiooa 
1D tbat, DOn-1Dterventioo pact towards Spain 
aeet toaorrow. 

I aee. 
I bad a lone talk tbia aorniDg, of courae thia ia 
very contidantial, with the Italian Aabaaaador. 

I aee. 
And I h•mered boM our peace procru Ulll appealed 
to b1a to appeal to llu .. ol1D1 to repeat hU 
apeech nery nek. 

I aee. 
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H: 

!l.II.Jr: 

H: 

11.11.Jr : 

II : 

H.II.Jr: 

II : 

d.li. J r: 

II : 

~.M .Jr: 

II : 

H.M.Jr : 

II : 

h. M.Jr: 

Ill 

ll .II. Jr : 

II : 

li. II.Jr: 
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I told bia that people !orcet in twenty-to~r bo~a. 
Yean. 

And that that was a fine etarttnc ott it he'd Just, 
Just repeat tnat e~err week. 

Yean. 

And I na..ered in all of our 
and ne had nothinc .ucb to • • • be Just wanted 
to explain their attitude t owarda Spa·in. 

I s ee. 

Well, that was that, there was no territorial 
accreaaion, and so on. or course, the trouble is 
t o cet tne British to belie~e thea. 

I see. 

So there•s - he profeaaed disposition to work e~ery­
thing out aaicabzy, and so on and so on. And I told 
ht. that we had a ~ery inflexible neutrali ty law here 
and we were hoping and assuming that no Government 
over there - the British, nor t he Russians , nor the 
Germans, nor the French, nor the Italians would do 
enough o!!icial:cy in the Spani sh situation to in­
volve our lleutral1ty Act. 

Well, how would you •A¥ the Spanish thing looks? 
I aean, I mean, i s it • • • • 

Well, we can' t tell until to-morrow. 

Till to-aorrow? 

Yeah. The, the Twenty-~ight Nations - Twenty­
Seven llat ions meet t hea. 

I see. 

And there'll be, probabzy , a lot of sparrinc 
an4 one crieia after another, a&7be, and - tor 
aoae dA¥•• and then t hey •ll work 1t out. 

Well, . . • • 

••• Tbat•s, that'• the probability. 

Well , it, it, i f the French go in strensth, that'• 
helpful, ien't it? 
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a: 
a.ll.Jr: 

8: 

e.li.Jr: 

a: 
a.w.Jr: 

a: 
B.JI.Jr: 

a: 

• 

-a-
Yea, 811", tbatta YeJT belpftal. 

!bat's the -., I'4 ti(are4 1t. 

Yeah. Yeah. 

An4 - - tbat•a Wbat I tboulbt. 

Yeah. 

Well, thanks aa4 • • • • 

Well, I'• gl ad JOU're back Henr,r. 

Thank ;rou. 

All right . 
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RE ROOSEVELT AlfD MOROBNTHAU IICOO 
TAX RETURNS 

J\117 6 , 1937 
.3aOO p. m. 

present: 

llagill: 

H.Y.Jr: 

H.M.J'r: 

Irey: 

H,II ,Jr: 

Irey: 

H.II. Jr: 

Irey : 

H.M. Jr: 

Irey: 

H.II,Jr: 

llr. Jlaiill 
llr. Belverilll 
Mr. Irrr 

I t hinlt we' 11 get a chance t or another public 
hearilll it you want it. 

Now, the message I got from the White Bouse was 
that - I already told it to you (Magill) - was 
that when Harrison and Doughton were over there, 
that you a.nd I would be available . Well, I thought 
that it would be easier f or llagill if he was present 
when the President saw Harrison and Doughton, be­
cause sometimes out or those aeetings there seeaa 
to be a difference of opinion as t o Just what was 
or wasn't said; it' s happened about every tiae 
there ' s been a aeetilll . So evidently what • • •• • 

(Irey comes in) 

Good mornilll • 

Good aornilll, sir. 

low, I told both Comaisaioner Belvering and Mr . 
Irey that ten ainutes past twelve today - that th11 
was the first t1me that I had learned that Mr. 
Tarl eau, ot Mr . Magill' s office, had instructed 
you (Irey} by telephone •••• 

lot by telephone . 

What? 

lot by telephone - Tarleau didn' t instruct by 
tel ephone; he instructed verbally . 

Well, verbally . 

Yea , 

••• • , to 1 et out the President 1 a return, ltr/ return, 
and Mrs. Morgenthau' s return. 
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trey: 

B.li . Jr: 

Relvering: 

H.li.Jr: 

Irey: 

B. li.Jr: 

Irey: 

H.!I . Jr: 

Irey: 

B.II.Jr: 

I rey: 

B •. K . Jr: 

Helverinc: 

H. li.Jr: 

lrey: 

H. II . Jr: 

I rey: 

H. r.t . Jr: 
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That's ri&bt. 

Well, he did this w1 ttlout the lulowledge or e1 ther 
Magill or m¥Selt. low, I've also asked Kr. Belverin& 
to put Krs. Morgenthau'a r eturn and m¥ return back 
in the usual place in the tile. 

And it's been done . 

All right, it ' s been done. 

Yes, that' s been done. 

Now, as long as you did have a chance to see Mrs. 
!lorgentbau' s r eturn and rq r eturn, I want to salt 
you, officially, whether there is aQYthin& about it 
that isn't a hundred percent correct. 

I aaw nothing in aQY ot the returns tor anr or the 
years that was questionable in anr degree. 

How far back did you go? 

1933, ' 34, ' 35, and ' 36 . 

Not the slightest • • •• • 

Not the slightest. 

Have ypu (Helvering) looked at it? 

No, I haven't seen the returns, but Mr. Russell told 
ae be eheclted your return tor 1 34 aai ' 35, and it be 
checked thea hiaselt personally, they're all ri1ht. 
I didn't see anrthing. 

Did anrbody check with you (Irey)? 

Kr. Burford, my assistant, and I checked thea to1ether. 

133, 134, 135, and 136 . 

Covering that period. 

Both ot you. And didn't notice anrtbiDC• 

Irey: Didn't notice aQYthiDI, didn't see 8IJTth1DI that na 
ques tionable. 
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Belvering: 

' 

B.li.Jr: 

167 

-3-

Now, here ' s the situation 1n regard to the President's 
ret~n. I got word Friday night by telephone rroa 
Oliphant that be had got a message troa Magill that 
at a conference with Senator Harrison and Daughton -
that they wanted the Treasury to get out the Presi­
dent ' s and Mrs. Roosevelt ' s returns end study thea 
over the weekend 1n order to be ready tor Tuesday, 
when, as I understood it, Mr. Rarrison and Kr. 
Daughton were going to call on the Presi dent and 
request that those two r eturns go before the Co .. ittee. 
I took the positi on that, 1n view or the past practi ce 
or the President' s r eturn - ot all Presidents ' returns -
that I wouldn't look at the President ' s return unless 
be so instructed me, that I bad no reason to suspect 
anything about his return. And I told him July 4th 
at B,yde Park and he told me that be approved the 
pos1 tion I had taken and that be would be delighted 
to see Senator Harrison and Kr. Dougbton on Tuesday 
and take the ~~&tter up hiaaelr, and be furthermore 
told ae at that time that be wished to handle it 
biaselt, see? Re said, "I wa.nt to hanclle this thine 
myselr .• So I would say that 1n view or that very 
positive position he ' s taken- I want to tell you 
gentlemen that I fill that unless - our position, 
at least my position, I think, would be the same, 
would be to wait until be sent tor us, in view ot 
the fact that every other President' s returnt as I 
understand, has been put in the sate by the Golllli ssi oner 
or Internal Revenue and kept there and bas never been 
examined. Ia that right? 

I haven't had a chance to see, but I don't think -
never known it since I've been 1n there . I inquired 
as to the practice, and they say that when the 
President's return is filed, on account of soae 
rear or people getting b1s signature off or the 
return for scrapbooks and things, that they'd been filed 
with the Comaissioner, and that ' s been done all four 
years. 

Well, I Just wanted to IlSke a record or what happened 
the last couple day a. 
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TREASURY DEPARTMENT 

...... ~ e, lta7 

·-
On tbe IIO.l'DlJl& Of ~ la\ I al.b4 to 111'. J'MI' of tile SWiM 

Legation, CoWl\ L1111PIII'C of tile WdllnlaAU Le•Ua, u4 lb'. IARaN ot 

ths Belpan &lhaaq, aa 1'011 requ .. M4. I nplaiu4 to MOb of tbeH 

aen tbat whereaa I .. DOt MlN tllat ~air Goft~a.ta bad beea a1rM4F 

notilled by el tiler the J'raa.oh or na BrUleh TrauD.riea, that t._ 

11nlted Statea 'l'rauury wiahM to aoUf:r t he rapra .. otatt., .. 111 W&ahill&\oD 

of t!le aot1o11 which bad bau taku by tile Brith h &114 ourael'faa 1a -­

nectlon with t be rranoh a1 '-\loa., I haDdad aaoh of th .. a oop:r of 

the ~~~eaaaga whioh :rou aea.t llouiav BoDMt u4 1Dfo~d tba that o 

l dentloal •••sa bad &Uo beaa f orw.rdad b7 Sir l'oha S~, od that 

theae COI!III.IIlloaUoD.e a1¢f1a4 that J'raa.oa 1e aUU a •••r of tba !'1'1-

par~lte ~-At; that 1t •• -••Ml'J' to fJP iato all the dataila 

leading uP to tha tnaatu1oa. of t._ .. •eaapa, 'blat that tba llritiu 

and ilmu1oan 'l'Naaviaa ware ad1af1a4 that Wl4ar all t he olr-t&DM& 

1t ...,. tbe b .. t 110ft to ..a, aD4 that a wra llopafl&l that \ba J'raaall 

al tuatlon would - witt UMlt OQ\ 1a u or4arl7 -· 

Tbe rapra-ta\lft& of aU three ooutr!.e: &liPN&M4 peat raU.f 

t bat lranoa h atiU a ...-r u4 IIDpat that aha WQ14 lla able to pt 

the beoaflta of thh 110ft by ~ triM fiaaaaial --ra•• 

1S8 
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TREASURYDEPA~ENT 

INTD - COIIMUNtCAT10N 

DATO .Jill.J 8, 1117 

-
I baft bad ........ 1 OOAftr.&Uou wl\11 Dl'o lDIO 1'0pJ'Il1JI& \Ia• oll.ftJ' 

now hold in tllia OOIIIItJT bJ Chill&, \u oredU aow bo1q oxtondad a a 

montb-to-mon\11 booto, oto, I a t.Moo _..,.reouno I ~atod 10 11111 

that tbio OOWitJT •• aot 1n\oreotod ta pUl'obaolq o1hor aa aaa, ud 

that the Oriclll&l pUJ'ObaMO Of Oll.ftr f~ CIUU ba4 b- par\ Of a 

oo:oploto pl.u, aD4 \llat CIQ1' a pproaoll to tba pre-t o1 \aattoo ~~ 

naturollr bo otmlar. 

After Dr, bas'• """nd oonftroation wl tb. ro•, Ill'. lllo retlU'IlOI 

end reported \llat Dr. bas t olt tbot tbo oretl\ 1holf bat bon onre.lJ 

uaotul to Clliaa, ant tbat thOT wiobad to all:o arl'llll.-.nto tor ooa­

U nuill{! to ba~ tllio eretU aftilab1o, ud ngootod tbat lt ... t.re oo 

Docombor :u, 193' with wba\oftr roMftl pr1Yilopo wo wore w1ll1q \o 

srut up to ah: -tho; t.Mt thor noll to aop tho ~ •Ulloa _ ... 

ot a1lnr now uaod ao oollatoral tor t hia oredit 1ntaot , but tbot thor wtoh 

to 41apooe of approx1•to1J u 111111on Ollllooo and retnftot tho prooooao· 

In ahort-t->ra aaour1t1oo of \Ilia Qoft~n\; that tboJ In ad41 tt cna win 

to brill{! tho poroan\ap of pll -rap tor their aotoo llP to q­

proJilllltolJ ~ ao ac-111ot tM pre .. a\ eJ', u4 \llat to o,.S.,r to 40 "" 

they would Uko to Uopooo of lletwon ~ 111111• u4 eo 111Woa _ ... 

or a!hor and _.,.n \he proa..4o 1ato .. u. 
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I tol4 Dr. DID ~at " woul4 \alta tile •Uere 11114er a4The­

dnt an4 baft 1111 ~r a·•aUable oa Dr. llaac' • ra\anl, Toa ..Sll 

nota tbat tile 150 lllllioa te eo lllWon Olllloee of eilftr ~ ~.,. 

wloh to oollT&n lllto pl6 oolll1114e .W.Oat exaot~ 1ft th t11a -.t 

ot a111'er now hel4 in tb.h oountl'J". 

At r1rat sJ.uce tb.era 111pt 110t appear to be too -• ..rt t 

in the propoaale or Dr. lt'IIDc, but I a 1Dolln114 to belieft that 

1t ia duirable to aooept t~wa, at leut in part, U would be ftl'J" 

u1ttul to b.a-.. a SOft~Dt otllar thaD the 8rU1ab. aa4 01U'11elft11 

ad4 to their gol4 b.ol41D.P at; tb.h tiM; u woul4 be equall,- 4ea1rallla 

tor u1 to ehow a 10111 in our 1DA11t1-.. aooount or in our other pl4 

hold1np , an4, in oaae the tranaaot1on 11 b.an4le4 b;r ~. purob.aM 

ot e1lnr we woul4 pt a 4oullle benefit t~ the atandpoi.nt or the 

Treuul'J" u we would 4 .. tmlise the aaount or gol4 an4 woul4 allo 

teed oUTer oartitioate• into the J'e4eral ReMI'ft Syat.a. liMthar 

we woul4 oara to traat all the eU-..r now b.el4 b,- CJUna 1a tllia 

OO\IIltl'J" 1a thia t.ab.ioD or 110\ 11 debatable, but 1t .. _ to 1111 that 

the idea b.ae 41atiaot poaaibilit1••• 
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Present : 

ur. Taylor 
Dr. Viner 
ur. Lochhead 

Jul,y e, lQ~7 

4 p.m. 

171 

In connection with the recent call ot Xr. Xung at the 

Secretary ' s otfice , the Secretary told the group the following: 

"Uy feeling about Kung is th1e: you have to do something 

tor the f ellow. He is here and he baa to eave his taoe. ~ 

thought is to tell him t hat instead ot giving a month to month 

extension, we will give QO days. In other words , the present 

one would run to October 1 with notice on the 15tn ot September 

tr we would extend it. I don't want to commit myself be7ond 

six months on the price ot silver. But I will only commit my­

self to the first of October. Now, that i e against the 50,00,000 

ounces which iB here. I want to do it on quarterlY dates .• 

L?ellhead inquired, "Quarterly baele and the quarter would start 

October 1?1 The Secretary replied, •rea. I ac willing to do 

t hat.• 

Continuing, the Secretary said, 'Now, what I am willing to 

do 8;) that he gete something, I 8Jil w1111ng to buy the 12,000,000 

ounces of silver provided he takee thole dollars and buye gold 

and eli!'marke it. It he wants to invest some ot hie money in 

Gover=ents, he ha.s cash balance•; he ca.n do it. But if he 

wants to sell ue the 12,000, 000 ounces of s ilver, we will give 

him dol lars; he, in turn, takes those dollars and immediatel,y 

invests it in gold and leaves it here t or earmark.' Viner in­

ter rupted to ask, 'Will you release t hat gold7' Lochhead re­

oar~ed, 'They have $20,000,000 gold now.• Viner added, 'The 

question is , will you ineiet he definitely maintain that balance?• 

The Secretary then explained, •we will have some agreement that 

it goes into hie reeerve aa part ot hi e monetary eyste11 and un­

less there is some very 111portant reason, like a raid asainet 

hi s for eign exonange 17ste•, he maintalnl it, which he hal lived 

up to very well.' !~lor reaarked, 1 The7 want to inoreaee their 

gold holding•.• Viner'• comment then waa, 1 !h17 dof 8ouodl 
1 

nll right. t o 11e.• Lochhead eaid,'Gold i l ~of their boldift81. 

Hli,Jr. then explained further: 1 '1'he7 aave 1n this oountr7 
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now two lots, one of 60, 000,000 on which we agreed monthl1 

to lend them 40 cents , and then t hey have 12 ,000,000. 

Now t hey want to ee~l that because they want to increase 

their gold up t o 1~. I l&y befor e we t~lk about AD1 

!lKlr e, we will start with the la,ooo,ooo;-l!u,y t hat, oonYert 

it into gold and put it in your gold reserve . Now if t he 

?resident wants to treat them extra ni ce, has some reason, 

172 

I might buy the whole lot if they turn it into gold, but I 

thi nk as a starter , let ' s start out with the 12,000,000 ounces. 

If the Preaident is ins i stent, I teel very ki .ndly, let ' s do 

the whole work; let •o buy the 62,000,000 provided they take 

i t in gold earmark." Lochhead re~ked, 1 They have about 

$23,000, 000 to $25, 000, 000 oaab now. • HU,Jr. added, •They 

have plenty of caen, eo they would Just a dd this to their 

gold r eserve. • 

Taylor's react ion wae, 1 I think it suits our book per­

fectly beautiful." ~.Jr. remarked, 1 Yee , but I would start 

wi t h t he 12,000, 000 .• Taylor added, "Yes, but if it worke 

o~t all rignt, I would j ust as soon go through with a ll of it.• 

Loohnead then said, "Except if they sell the credit, • e should · 

still let them borrow against gold because i t is important 

that they s till can say they have a oredlt. • !U.!,Jr ' s response 

was , "Even if we buY i t, they can borrow against gold. • Taylor 

agreed, saying, 1 Yea. Because the tact of having credit ie 

extr emely important to them. Tnat was the first queeti on 

they asked Dr. Kuo to find out.• Continuing hie remarks, 

Lochhead sai d , 1 Tne J ape don't know what the credit i s and 

lt has been extremely useful t o the Chinese. They ha ven't 

used any of it, but they still like to have i t.• 

Hll,Jr. then said , "I am 1nolined not to give them the 

whole cherry at tne first bite. They are great trader s. 

Start with the 12,000,000 and be very reluctant about the 

SO,ooo,ooo.• Loonnead said, "The 12,000, 000 was separate. 

':"hey shipped it out of Shanghai when the Jeps scared them 

Pnd they have it in commercial vaul t s ln San Fr~nc1aoo .• 

HU, J r then concluded this d1souee1on by &&Tins, "I would 

like Ja~e Vlner to turn it oYer. He (Dr. Kung) want s t o co•e 

ln on Thursday. Tne only hurry 1e I don 't know how long he 

ls golr~ to be her e.• 
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DAtt My le ~. 

J..- ••••• ,.. .... ..... , 
1 ..u .. Jbo, Cdipel • Hall tl'll· hilll• .,..,eilll 

nU wi\h b1a Sa tile ....,,, • ..a•, Ito ••· liaeo .U .,., .. 

ot lladaN8 lad~. ~ 1, Q .. tile ' Ito 1 •-. tbt~T 

1184 101• .-.. t,oeo,ooo,ooo h ••• • MJ ou • n.n· r 

41M,OOO,OOO, • M- .. ,011,000, • I l _.., 11,010,000, • 

... 111,000,000 82& .. r. ~ uo,ooo,ooo. • ... _ .. 

pl ..... , he M14J Ule r..e w. ,uu ...-... 

1 ~ ....... - .Utedel Sa ....... 1-' ............ 

etten Uld •S... ••• a.·~· •' ,._ __ •••• tho ~ .. 

prerehd r.. ••n•• ,.u • -..ftrae, tile e.1T ..... "­

!re&IUIT .-14 11ft te tile '"-* W8 tile ,.l' '~10 fd ,.,. r..oe. 

I utld hSa to -a. te ~~., .. 1•1 e1 ..UIIIMU-, ... 

1t the f1ll4l anhd pUt nee 1\ 10 14 a• U hoa tile 11M et 
t!;,c' 

hiDH. Cadpel•e ~ .. •.....ur' _., he _d._.. tile 

liD•• etited.aJ. d.a•J•e, •• 21-.. t~tat u a• ..- .._-. 

tile 1a .. 1&.._ ot .._. .Uelo alalat MJ tlltr Mil •• ... ~ •• 

1a Part.-. w. 

I'll .......... .t ...... •t ,. ...... ,....u .... 

• !hahdq wU1 ... 0 1111 til• ~- et pU _,.._ 116 I a, .... ,. 

~e the 1aot .... ~ u .._ h•• ,.. _...... • ,_,,. .. 
1014 .. t.t .. '"It e. 

ftc ........ Sa hd• .. ~ ..... ' ....... .,. •• 
.. 

Ill .... , ..... 1 ta• , 1 It I' r (it pJf ,.rt IU;t .... "- ...S.W 

\o a IG...,_ IIJdN et iiiWJll ....... -taM to teb ~. 
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.,.: Ill 

J'IIOK OOOBa.U. 

I ha4 lWIOil yeaterday ri~ Beya, t.la Prea1dat 
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• 

of the BIB. Beyu uprnMCl re~~rat tbat the report ha4 

oCII\e out while V&ll Zeel&lld •• 1A the United. Btaha tbat 

a plan .... afoot tar aMkiDs baa the UD1ta4 8t&'$ea 

lO&Ill far Oeraaay &114 Italy wtt)l the BIB aa iDha 11'&lr7• 

Beyen a1eurea M tba'$ if tilere 1a uay auch plan tile BII 

wu not at the baolt of u. n ta hh f"lilac tbat tf 

suoh 1dMI .ay be &Urtbllte4 to tile BIB it 1a llllflllrtlmate 

for tbat 1ndltut10D. 

On the q~&aaUOD ot 11014, Beyen ta auu of the 

aue opla1on that he axprea•a4 to ae at BaaeJ. 1n .Ju.na -

tbat aora hua thua ~e at tu.Uoa t t .. lt 1a -1111 wvulcl 

rtaul.t troa &IIJ art1t1otal att.-pt to alh1r the pre-t 

price or procbaot1ao ot col4. 'l'llerefare be oatcl qa1Jl 

he bopaa tbat no~c aq be cloDa until the at tu.t1011. 1a 

•ore olU1fla4 ua4 loapr Uae to atu47 tile Y&rlOila 

faotora 1urol.,.. 11aa bMn take. 

'I'M Bill Preat._t 1a 1a rarta t,. wo cla18 to ooatar 

•Ub otf1o1ala of the But of ~uoe. B1a rta1t 1a pan 
of h1a plaa tor Yh1 ttac 'llulta wla1u are z ' •• of tU 

BII. Be Y1a1t .. Praba lad ...t, aoowc ,, .. 11J *Mal 

YaP-~. 
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PLAIJf 

London 

Dated July 6, 19~7 

Rectd 2:40p.m. 
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FOR TF:EASURY FROM B Ul"l'ERI'IORTH • 

In spi te vf the various disturbing influences which 

havt ~tectee securi ty and commodity mazketa during the 

past tno mon t hs British ind~trial and ccmmeroial activity 

appe:.rs to be continuing in an all round upward trend; 

and the Sl"<>"ing discussion of the slump to oome hns so 

tar, ct least, shown no s igna of appearance in the 

figures of actual production and tra~e although security 

markets have been decidedly affected. 

Unemployment returns., the most oom.prohenaive baromet!'l·.· 

ot industrial activity, indi cate clearly that industrial 

recovery goos on and ia not confined to trades connected 

with the rearmament act ivity. The reduction of the 

registorod un~lo:Jed 1n Juno to l,~~,ooo brings tbe 

l.avel down to that ot 1929 and ahowa an improvement 

over Hay of 95, 000 and over a year -so ot ~.'()()() . All 

districts showed an t.provement and practi cally all tradea . 

Coal production and con.-.ption are both well aboYe lut 

year t s levola and iron and ateel product1.on ooat1nue at 

expanded 
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JR §440, July 6, 8 p .m., from London . 

expanded rates . The scarcity of raw material tor the 

iteel industry remains and order books are reported full . 

Textil e manufacturing also haa increased, stimulated as 

in the case of coal production by both home demand and 

expanding e;~port markets . 

B~lGing plans approved though showing a slackening 

in V.ay, nhich is genero.lly attributed to the originnl 

NDC tax proposals , are expected t~ increase 1n June and 

even at the :tay level 1•emain high. The 3lump in building 

is ccmin;;, but; it has not yet begun, though building costs 

ara rising; in this connection see Clay' s remarks in the 

third paragraph of my 172, March 25, 9 p .m. 

The most significant f eature of the British economic 

position during 1937 is the increase in the export trade 

which tor the first five ·months amounted to 18 per cent 

as compared with the corresponding peri od of 1936 . Impor, :• 

also incre ased by 17 per cent and re-exports by 22 per co,~·.~ • 
• 

To some considerable extent those rises reflect price 

changes but the volume of trade 1n moat proa cts has also 

increased. 

The expansion was widely spread touching every one 

of tho main categor ies . In textile and clothing popp 

after years of only slight increa ses or rece ssions, export& 

this year increased tor the first ttve months from • so 
million 
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mill ion to 1.57 million. The metals and engineering 

group, nbich had lead the vanguard of British export 

recovery in 1934 and 1935 and halted in 1936 has ateppod 

to the foro again with an increase from ' 56 million for 

tho f irst five months of 1936 to ' 67. 6 mi lli on for the 

corresponding period of 1937 . Food, drink and tobacco 

expor's ~ls~ :n~reased influenced l~rgely by the continued 

oxp3n:JioL in axpor ts of spirits t o ~he U!lited States; 

chemtcals, wco: nnd miscellaneous ·items have all increased 

whi l e eve~ coal exports have gone up due tn part to larger 

shipments \"0 li'runoe and a l so to Itoly. 

The gror.ing purchasing power resulting from tho rise 

in the p::-... ces of p,rilllo.ry producta has de.finitely st1mulatad 

Bri t i sh ezport~ . Briti sh preoccu~tion with the l evel of 

price s ( see Ko. 368, June 10, 7 p .m. ) should be considered 
• 

in connect ion with the f ac t that from their poi nt of vi ew 

not the l east tmportant result of tho trend of pri ces Will 

be its influence on British overseas trade at a time when 

exports will be ot increasing tmportance to the aaintenano• 

of tho present degree of Briti sh induatrial activity. 

178 

The bala.noe of merchandise trade aboWed an aport eurplua 

for the five DDnthl ot &54 milli on ae compared witll i ' ·lsi! 
million in tho fira t five months of 19~ but with t re18ht 

rato~ non ~t something like 75 per cent above thole 

pren111n8 
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JR #440, Ju1y 6 1 8 p.m., rrom London. 

prevBilina in May 1936 and with the coronation- stimulated 

tourist expenditure of thie year the b&l anoe or payment~ 

position abou1d not tbua tar be unfavorable to sterling. 

The franc continued bid today due mainly to covering 

operotions. 

BINGHAM 

GIV: .. ,'/C 

J ' 

' . 

.. 
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I'ROM &IORI'l'ARY IICl\GD'rl!lU 

J"'R AMN.ADOJl IULLift 

fte leore~r of 1ille 'rreaaury requMh 1illa1i 101& 

180 

aooep1i ll1e nente en4 eppreo1aUca for ro.ar reo•1i ••eec•• 

bear1ns upoa Jkmne1i' e pl.ue en4 ~• f1nano1el poeU1ca 

of 1ille JTeDOll. fte ueeec•• llaYe 'be• .o.1i Jt.elpM to 

ilM 'l'reaeury. 

BULL. 

c y 
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OoatiaueA bi441DC bJ JreDOh ooatrol for atorliag 

toda7. The ooouol haa aoqu1re4 a ~Qed uouat, at tho 

BUIO U• lOWC'iDC t ho price ,ra4uallJ ue.•a to .1. 

The auo Pari ... .-orloan ballk which ~ tl,800,000 

for the ooatrol JoatordaJ ha4 puzohaeed bJ •aoo o'oloot 

thia afterDOOD tl,I!OO,OOO. !here hao b- DO 1llldlw 

puehiag of dollar purqhuoa; they follow rather thaD 

get ahead of tbt traaaaotioDe iD franca &D4 aterltDC. 

0&1De ia forward fr&DO of reo•t d&;ra are -1Dta1De4. 

Oft1c1al re41eoov.at rate of the 1I&Dt of rraaoo wu 

101rere4 tocla7 froa eu to fi'fO pcroellt, adY&D008 froa 

'"&D to eiz, &D4 thlrtJ dqa froa ellt to fi'fOo 81ipt 

tlpro., ... at 1a r .. toa. 

So far tho repatrlaU• of fraaoe ooaa1ata lcrplf 

ot ehon oO'feriDC &D4 of pr0\'1e1oa for opcratiDC fwlda 

for peraODal 'llao u well u bv.eiao••· It 1e UtelJ' that 

ecrt~• repatr1at10D of fllcbt oapital will await ~olop­

aoata 1a rra.oo. fte Cl'll•UODe of tM -•• are 'llhat 

tuoa upOD aawzo1Uea &Jill bllalaoaa ~ be tapo_. ...,. .... , .. 
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Bolllltt' • •••aar•• whlolt. lt la ap•te& wlU be l.-.4 

1a a f .. d&Ja• ••• pHlp • til• azotet .. ,. iibat 

UIOIIC iilt.e u ... will be u 10 puouii iiu • ca.alaatlca 

p%Of1iie. A wvalq waa 11-"'..,. s.aet 1a the pr••• 
ap1nn iilt.e JN)Illo uaepttq tlt.e :r1aare no. 1a o~ 

U• 1a utlolpaU• of tlt.e prapaa lie le pie•'•· 

II]) B.Oti<m CIIK. 

BULLitt. 
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Secretary of State 

Washington. 

GRAY 

Parte 

Dated July 6, 1937 

Rec'd 3:12 p . m. 

929, July 6, 6 P• ml; (SECTION 'l'WO) 

t'ot t ee of a loan is sue bf the Midi Rallway Co.11pany 

i s J•~en ~n t oday 1 a press but the amount i s not stated . 

The ~nterest t•ate is sl.x percent , with exemption from 

i ncome ta:~ and the ten percent levy. The bonds are 

redoc:nable at ,_)ar before 1982 by s i:: monthly drawi:'lg3 

and by purchases on the market, the issue price is 820 

francs for each _!!!!! hundred franc bond nominal value . 

A deoreee published in Journal Offioiel of today 

ordered the reopening as of July 6 of the commodity 

markets cl osed by decree or June 28. 

Accor ding to the :'!:OOt!OMIQUE of July 5 interest 

pay,onts on t he French 7t percent loan 1921 and on the 

7 pe rcent 1924 loan 1.ssued in the Unl.ted States, are 

henceforth to be made at tho current exchange rate of 

t he dollar. No offl.cial statement has so tar been noted 

1n t his respect . (F.FD OF MESSAGE ) 

BULLITT 

BPD 
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ROU • 

AaelO&Il •baa II)', ,.ria, J'r&Doe 

JUlr e, 1937, 9 P·•· 

no no• 0001a0 

.U 'I o• oloot ~1a naiq I Y1aUecl Rueff at ~. 

K1n1etry of niii&DOe. !he fteDOia aU!I1lh&t101l flm4.., 

he aa14, b.a4 pined elz hWidrecl aUUOD fteDOb. fra110a . 
of fore1p exohaqe reeter4ar, aDd. t b4a7 u p1Decl 

OYW flye b.un4:re4 ll1111cma. !he reaulte eo fu ue 
of 

graUfJizl& to b.la, after ~. ob.aqe/la at week 1D fteaola 

llOiletuy polior. The wee~4 epeeoh of Bl- at Boz­

dee.ux, he 8&14, r•cwecl illpol'tutlr the 1-ec1.1ate feu 

that the f1D&Do1al plana of the Ohamt.apa' ~ermaeat 

aight ~e blootecl bf the loo1alieta. Pul1-t lie 

belinea will reoeee tOD1pt or ta.orrOIJ nipt. !her~ 

fore Bolulet e11peote that bf tlae ell4 of the weet lae 

llh01ll4 ~• able t o ennoaoe hie propoeala in the fl...,. 

c1al and taz f1el•· !he broa4 lizlea upca whioh s-et 

baa oo~~atruotecl la1a plu ue eaooarac1111 to Jbleff. 
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I waa tol4 bf Rueff that lae 'ftlltecl to kfllll • lao­

to~ of all ~elos-•te Oil trip.rU te au••· !her~ 

tore he abowecl ae u exoh'll• of ocaf14enUal aD4 perenal 

note• 'betweea BoiiMt and tbe Ob.&DoeU• of ~e ~· 

Rueff wcnal4 DOt let • ~~aYe a oopr of the •oo-ta (Mtll 

1D ft-la) at he p.-.1.._ M to take llolliee • tMa. 

I .. 

, 
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I do ~ bolr wtae~• lean'-7 •ec-t~~D h , .. ,,. 

111 ~ tbe ROte ~- U.o Ohoeo•U.:r, ~ofGI'o I -

pro•1411li ~~e:r .. ull. a ,uapr .. e4 tnaalaUOD 1a a ,.,. 

of tho ten (wlltoll. 1• date4 Jae 30) ae well a• a 

parapbr&M4 tnaalaUoa 1a ._. aut 4na11 of t.M 

oo; "' oaUoa ~ loa•t to ltaoll wll.ioll ooaa1Jh of a 

110h date4 J1117 1, fo:rwaHet tllroap -.uot to:r 

4Jl1Y,.,. OR JW!J' f. 

II]) notiOIJ on:. 
IIULLift. 
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RB 

Secretary of State 

Washi ngton. 

RUSH. 

SPECIAL GRAY 

Par1a 

Dated July 6, 1937 

Reo 1d 6:44 p . m. 

930, July 6, 9 P • m. SECTIOlT TWO . 

Comounic3"1on No. One . 

Sl..mon thll!lked Bonnet for the messages !Jontck had 

given him the previous day. Tho Chancellor had on the 

same day he received these messages been obliged to make 

a statement upon the French financial a1tuat ton to the 

Rouse of Commons upon the latter's insistence and had 

borne Bonnet ' s remarks 1n mind in phrasing his declara-

tion. 
TlB Chancellor noted with pleaaure that Bonnet was 

186 

in agreement with him as to the ·essential importance of 

restoration of budgetary equilibrium. The Chancellor was 

convinced that the return of confidence 1n the French 

franc depended upon effective measures deaigned to achieve 

the above indicated results . 
Furthenaore , the Chanoel~or waa happ7 to have 1ndioa-

t1ona aa to the measures planned ln regard to the relaUona 

of the 
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RB -2-1/'3~ , July ~ 9 p. m. from 
Paris SECTION TWO 

of the franc on the exchange market . He noted that the 

French stabilization fund could and would in fact pur­

chase gold from the Bank of France with the view to 

supporting the franc . 

The Chancellor noted the intention of Bonnet to 

follow management of the franc rate by utilizing the 

same measureo as heretofore in effect in collaboration 

with che Brit ish and American authorities . 

Beca~se of the serious repercus3ions which France's 

ge&ersl uncertainty might have, the Chancellor was some­

what apprehensive as to the level to which the franc 

might fall and as to the difficulties of controlling it . 

The Chancellor did not see clearly on his side in what 

measure and by what methode the British monetary authori­

ties should follow the reciprocal arrangements along the 

line observed to the present. He could only suggest that 

the developments of the situation be followed carefully 

and that new consultations be held whenever it is possible 

to see bow the situati on of the French franc on the ex­

change market is actually evolving. Prom the moment that, 

thanks to the arrangements proposed, the franc i a main­

tained at a relat i vel y atable level and n~t too tar fraa 

that observed recently t he Chancellor gladly accept• that 

the mechanl .. 

187 
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RB -3-19:50, Jul:r 6, 9 p . m. trca 
Parh SECTION T1IO 

the mechanism envisaged b:r the tripartit e monetary agree­

ment shall continue to function . But he would like to 

know as soon aa possible to what exact l evel in oomparleon 

wi t h that of past weeks Bonnet hae t he intention of lettin& 

the franc go. 

Slo!S 

RGO 

BULLITT 

188 I 
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Socretary of State 

Washington. 

RUSH. 

SP:":CI AL GRAY 

PARIS 

Dated July 6, 1937 

Rec 1d 7:40 p . m. 
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930, July 6 , 9 P• m. SECTION THREE . 

Communication No. 2. 

Bonnet thsnked Simon for lcnowledge of the declaration 

which he made t o the House of Comn1ona on June 30. 

Bonnet was entirely ready to proceed to the con­

sultations which Simon suggested and hoped the British 

Government would let him know aa to what date it would 

find opportune for such consultations . 

The Chancellor had, already been able to see that the 

Fronch stabilization fund intends to maintain its regulatory 

influence on the tranc market; it will do the same in 

the future . This action will be facilitated by the 

measures for financial relief whioh the French Government 

has in view and which will result in establishing an 

almost completely balanced budgetary situation. Tbie 

should thus permit maintaining the greatest possible 

equil ibrium on the franc market . 
The French 
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RB - 2-1930, July 6, 9 p . m. fl'OIII 
Par 1a SECTION 'l'HREl!: 

The French Government feels that it will thus have 

done everything possible to prevent the decisions which 

it was obliged to take from causing significant distu.rb­

ances on the international exchange markets. 

However, the Minister of Finance is not able to 

130 

reply precisely to the question posed in the last sentence 

of the co~unicat1on from tho Chancellor of the Exchequer. 

The French monetary policy ts or4~nted entirely in the 

sense of the maintenance of the greatest possible stab1lit7 

of the f~anc , But it 1s not possible to aaSime under­

takings which would involve in this policy obligations 
. ' 

s~ilar to those which the ~rench Government bas just 

precisely abolished. The Wtniater or Finance can not 

anticipate what factors wlll influence the exchange market 

in the future nor in what direction their action wtll be 

exercised and he does not teal authorized to expose the 

French Government to finding itself some day in a situation 

of modifYing anew the l~its imposed upon the fluctuations 

of its currenc:r especially taking into account t~ needa 

of ita econaa;r and of ita international aituation. 

The French Ooveruaent i s of the conviction that the 

above assurance• constitute a baeia tor the aoundeat and 

-at 
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Paris SECTioN THREE 

most practical cooperation which could not be the case 

191 

1n a precise undertaking. Bonnet suggests that when h1a 

fiscal proposals have been promulgated he will go and see 

Stmon with t he view to discussing with him the problems 

which the poli cy of the tripartite declaration raises. 

SMS 

NPL 

EHD LIESSAGE . 

·.t .. 

. , ............ ...,.. 

BULLITT 
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FRENCH CRISIS HAS PA SSED IN THE OPIN~ 

' OF THE STREET - -AT LEAST FOR THE T IM E ~ 

BE ING -THE FRENCH BANK RATE , WAS REDUCEDi PC 

THI S MORNING - NEW GOVERNMENT IS MOVING IFTLY 

TOWARD SOLUT ION OF THE NATION~S FINANCIAL 

TROUBLES AND WILL INCLUDE DR ASTIC MEASURES 

TO MAKE FOR ANY DEGREE OF PERMANENCE IN 

FRENCH POLITICAL ECONOMIC AND FIN ANCIAL 

AFFAIRS 

192 
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JUt c - I 
FRENCH BANH RATE 5 PC · 

PARIS - THE BANH OF FRANCE LOWERED THE 

DISCOUNT RATE TODAY FROM 6 PC TO 5 PC 

-o-

··-a y u P-

ADO FRENCH BANH RATE CUT ~ • 'Z--3 JUl 6 f937 
PARIS- THE RATE ON ADVANCES ON BONOS WAS 

REDUCED FROM 1 PC TO 6 PC AND THE RATE ON 

30 - 0AY LOANS FROM 6 PC TO 5 PC 

-o-

.too FRENCH BANK' RATE 5 PC . \¥ \}l 6 ... 
PARIS- THE REDUCTION IN THE dANK RATE 

REFLECTS THE VIEW OF THE ~UTHO~ I TIES THAT 

PRESSURE ON EXCHANGES HAS TERMI~ATEO ~ FURTHER 
REDUCT I ON I S EXPECTED IF FUNDS CONTINUE THEIR 

INFLOW 

THE BOURSE WAS F IRM ALL-AROUND 

- 0 -

. . 
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.IMI'lll MlatliMI thl .. u el•M .,, II ..U haw ,.U M II 1 Jll' 
.. llal' .. l\1 1-. 

SW ISS FR AN C POSITION 

BERNE- REUTERS- M MEYER HEAD OF THE 

FI NANCE AND CUSTOMS DEPARTMENT REPORTED TODAY 

TO THE FEDERAL COUNCIL ON THE LAT EST DEVALUATION 

OF THE FRENCH FRANC- HE STATED THAT TH IS STEP 

HAD NO EFFEC T WHAtEVER ON THE POS ITION OF THE 

SWI SS FRANC 

-o-

1~5 
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UE6TING RE TAX BILL July 7, 19)7 
9:)0 A.M. 

Present: 

B.II.Jr: 

Taylor: 

H.M.Jr: 

Haas : 

Mr. 
Kr. 
Mr. 
Dr . 
llr. 
Mr. 
Mr. 
llr . 

Tar lor 
Magill 
Raaa 
Viner 
Oliphant 
i.ochhead 
Opper 
White 

This conference was called at the suggestion or 
Mr. Wayne Taylor, who had this nice dream that 
somebody would call together the State Department 
and the Federal Reserve and the Treasury and we'd 
agree on a tax program. And I told b.1.a halt­
Jokingly, halt-seriously, that Magill and I weren't 
Just in any hlllllor to russ about anything like that . 
But I don' t know what's been going on, it any"&ody•a 
got a tax bill . 1fbat1 a been going on? I don' t know. 
I don't know who 1s heading this up under Ta)'lor, but 
it they haven't got something by now I'm Just not 
going to wait, that's all there is to it. I'm not 
going to tuss with the State Department and the 
Federal Reserve. I haven' t got the physi cal energy 
or the time lett; Just got ten days lett. I 1ve got 
to do Brazil, I 1ve got to do China, and the rest or 
my stutr. Who • s been !us sing - who 1 s been headiDC 
this up, Wayne? 

George . 

Where are we, George? 

We had planned - we've been working with the S.E. C. 
and the Federal Reserve and the people 1n the Bureau, 
the legal atatt, econoaic start, trying to see what 
kind or prograa we could work out mich would aeet 
the three questi ons; one is the question or tax 
evasion 1n regard to roreigners, the other ia the 
questioll or bot aolle7, and to get a prograa wbicb 
would be acceptable, at least ill aoae degree, to the 
State Departaent. We worked over the weekend Oil it 
and we have something; we•re not particularl7 proud 
ot it. But I think the next step is, I 1d like to 
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have an opportunit)' to go onr it with Jake - I 
haven' t done that - and then the next step is to 
bring it up to Kr. Magill and Mr. Taylor . And 
that's Just where we're at. I could go into the 
details or where we ' re at on the thing, but • • ••• 

This has been going on now tor how &an1 .onths? 

197 

Oh, a long time; it1 s like perpetual motion; you'll 
never ·get a perfect plan. But I think we've reached 
the stage where you either look at it and say, "That's 
not good enougll," and throw it out or - and just go 
ahead with the withholding tax. I think we've made 
some progress on it. 

Well, on tax legislation - now, after all, the final 
say i s Magill '•· Bow ••••• 

!'a working under Mr. Magill's instructions. Be asked 
me to do it . 

I understand. But I expect to leave here on the 
night of the 19th and I'm going to be gone until 
the second of September - and that's definite . I 
mean that was decided this morning at 8:30 after 
I 1 d been w1 th the doctor tor an hour. And I called 
up 11Dr." Mcint)'re and - as I say, I 1m going; doesn't 
make any difference what they aay across the street; 
I'm going . I've Just been with h1a for one solid 
hour. So now we might Just as well race this situa­
tion. I mean I can handle Brazil, I can handle 
Cllina; we can get that thing cleaned up. Wayne 1a 
leaving tonight and will not be back, aost likely, 
until the 19th or 20tll, something like that. So 
it • s just a q·aestion - I mean everybody might just as 
well call a spade a spade. I mean the French situa­
tion now looks 75 percent as though she'd go, and 1t 
she goes she's good until October. I'm leaving the 
country 1n as good a shape as she' s been 1n since -
well, prior to tbe 15th ot Karch. 

And tbe gold situation looks auch better . 

I've taken this tiling - the run responsibility or 
the gold situation as tar as the world goes alnoe 
the tirst ot January, and I've taken the blunt of 
the Federal Reserve increasing their excess reserves 
wllen they shouldn't have. And this thing troa the 
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15th of March until today has Just been hell, and 
on top of that we've had this tax thing forced on 
us when we would have wanted to do it in November. 
We had to do it, and Magill's going down the line 
on that. And I haven't had the wildest dreams 
anything like that would happen. But we ' ve handled 
tha·t. But we weren't ready to handle it. Magill's 
done a beautiful Jobt everybody helped - Oliphant 
helped, everybody helped . 

And ao I Just haven't got tillle - I mean I can make 
decisions, but I havenl t got ti•e to sit around 
and analyze a tax progru. Wily , we've bad this 
thing for six months, and I Just say - 1f somebody 
could say, •Here' s a plan," or •Here's three plans; 
which one do you like beat? I recommend this plan,• 
I'll say •Yes• or •No.• 

We have ••• ~ 

I mean I'm just talking very quietly and straight 
from the shoulder, and I can't fool around with 
anybody that doesn't - that can' t come in and say, 
"Mr. Morgenthau, I recommend this and I 'm willing to 
put my professional reputation on it . • But to say 
after six months you don ' t know whether it ' s any 
good or not - don't bring it around here, George. 

Well , the thing on that, Mr. Secretary •••• 

Don' t bring something that you can't stand up for. 
I•• in t~s position; the people in this roo• have 
either got to say, •We recommend this end ere willing 
to stand behind it and ere willing to put our profes­
sional reputation behind it," or "We won't reco-end 
&llfthing ." 

Mr . Secretary, we•ll do that at this stage, but •• •• 

You've got to do it for Magill too . 

I know, but we want~d - I expected to, and it hasn't 
reached that stace - that Roa was going to aake the 
reco1111endation to you and I was going to make ••• • 

But you're not r eady to ma.te your recouend"ation to 
hill. 

I' 11 be ready. 
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When? 

This morning. 

Are you going to s take your reputation on it? 

I'll go right 1n now a.nd tell him. 
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I talked to Mr . Doughton this morning over the tele­
phone and there apparently are going to be no meetings 
today bf the CoiDIDittee, but they do expect to meet 
tomorrow morning in executive session. I dare say, 
s ince they ' ve gotten over the problem that you (B. M. Jr) 
and I discussed yesterday, t hat they would decide • 
tomorrow pr obably what they ' re going to do on different 
phases of legislation, so I would like by tomorrow to 
have a perfect!T c l ear proposition on this non-resident 
alien matter and the other matters which we are workin& 
on. 

Well now, Bos, I •m t alking very quietly and very 
collectedly and I 1m calling a spade a spade. Now, 
I wish that everybody else who's got any problem 
or anything else - that we'll do the same. Now, 
Taylor' s all right; he's been taken care of; he knowa 
what his job is . Now, if anybody- it's you (Magill). 
Now if this thing is going to break now, get thia 
thing, you don't know yet where you're at, do you? 

Well, I know where I•m at 1n this way. I know what 
I •m going to recommend if I don't get something from 
the Department? 

Do you want me t o hold this evening free? Do you 
want me to - I mean I have nothing this evening. 
But I don ' t want to- wbat I want you to do • •• ••• 

I don t t want to burden you with it unduly. 

I •m not going to get into any argument anyway. I ' • 
willing to have you walk in any time between now 
can' t do it tomorrow; let 's get this tbing strai&bt 
bare what 117 sobedule is tomorrow. I can only stretch 
11711&lt so tar, and I stretch myself the 11111t . 

(To ~ieley) I wish you' d tell - 1t you'd .aka a DOte 
pleaee - Mr. Schwarz that if it's Just ae acreeable 
to the press I'd like to eee thea at nine o ' clock 
toaorrow aorning aDd tbe r euon is - tell tbea tbat I · 
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have Dr. Sousa Coate coaing in at 9:30, Finance 
Minister trom Brazil, and Dr. Kung, the Finance 
Minister of China, at 11. And you know I•ve made 
the appointment with Brazil . Let the Chinese know 
Dr . Kung can come •1:11 time - aey morn1ng, I told them 
Kung at ll. Brazil at 9:JO - they know that. But 
tell t he press at nina . So that takes care of 
tomorrow morning . 

Now, I 1m tree this afternoon and I'm ready to 
talk, and I Just sa;y - at tour o ' cloc.k this after­
noon the Brazi1ians are sending us a memorandUII of 
what they have 1n mi!ld . I tried to get the Presi­
dent - that ' s w~ I asked ;you people to wait -
because I wanted to ask him Just bow generous be 
wants to be w1 tb China . And in talking wi t b you 
fellows - in fifteen minutes we can tell what we 
want to do on Cb1na; it' s Just a question of the 
President - bow much does be want to do tor China . 
And on the Brazilian thing, we get that meaorandUII 
at four this afternoon, which gives us a chance to 
look at it, and I don't think tbat•s going to be so 
difficult . So the thing comes back to ;you, see? 

Well, the wa;y it loolts to me is this . If George 
and Jake and W&Tne - if that ' s the committee, or 
whoever it is in the Department tbat•s working on 
it - Clarence, if you've been working on it - whoever 
it is - 1f you can agree on what your recommendations 
will be, I•m quite free all da;y toda:r and I can talk 
to ;you aey time that you reach an accord among your­
selves, and I'd like to spend halt an hour or an hour, 
whatever is necessary, going over it, and than after 
tbat ••• 

Well, I can't understand why Baas hasn' t bad this 
thing all sewed up and finished . Been on this tbinC 
now since - 7ou've bad nothing since you're back 
except t his tax thi.ng. 

Well , I don•t •••• 

It•s alwa;ys •• ,. 

I don't want to argue about it, Mr. Secretar:r; I 
mean ;you're tired and... It's one ot tboea problellll 
a tough one and I don' t tbink we can wer cat a . • • • · 
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All right, then Magill and I will settle it. I 
can settle it with h1lll in 30 seconds. I'• not 
going to fuss around . 

I can settle it, Mr. s•cretary, with Ros 1n a 
short tiJie. 

I can aettle it wita h1a in 30 seconds. It was 
settled a long tiae ago as tar as I'• concerned; 
the 35 percent withholding tax was approved by 
the State Department; I got Mr. Hull on record 
personally - and to make thea show their income 
file. As far as I'• concerned, I don't want ·~­
thing else. 

Mr. Secretary, tbat's not llr. Haas ' s fault; I tll1nk 
tbat 1 s chiefly aine, because they were ready to acrwe 
some tiae qo and George bas been pushing tb.ia ript 
along. It ' s a coaplicated aatter and I've wanted to 
be satisfied so tar as I 1a concerned tbat tb.ey couldn't 
find soaething tbat would deal with }he problea aore 
effectively. And tbat's •II¥ - I don t think George 
i s in any way at fault; it tb.ere is Sny criticiaa, 
it 1 s due to ae. 

I bave a little different idea. We agreed on a with­
holding tax pretty well, but then the Federal Reserve 
Board said - Mr. Eccles said tbat we aust bave s011etb.inc 
tbat ' s going to stop tbe cold aoveaent, we bave to 
catch the capital gains; and we've been trying to work 
sometb.ing on capital gains, and I don't think we'll 
ever acre• on tbat. 

lo. All ri&b.t . low listen, Eccles bas stopped 
because be csn1t go ahesd with his b.undred percent 
reserve tb.ing, and Eccles bas been trying to trade 
witb us r ight straight along, and it be lhould 18)' 

we can't co ahead with the tax progru, I can lay, 
•All ri&bt Marriner, take your banking lecislation 
up on tbe A111; go ahead .• Well, be won't do it. 

Is that ott tben, tbat hundred percent thin&? 

llo, it's on, when tbe ricbt tiae coaes, but every-
thing - all leci sla tion 11 ott until tbe Court 
thing il finished, and I ' 11 be baok troa S.waii in 
pleJity of tiae. 

(Bearty laupter) 
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Am I risht? 

I think s o. I think Wheeler baa soae re .. rks he 
wants t o uke. 

I'll be back - I 1ll be back 1n plent7 ot tiae. 
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llr . Secr etary, Just Joking, the Job that I was trying 
t o do was to try to get t besa ditterent units tosether , 
not trying to set J117Selt together - I wouldn't have so 
much trouble there, or our own division. But it' s the 
State Department, S.E. C., Federal Reserve, and the 
Bureau of I nternal Revenue, trying to bring thea 
together - that ' s wb.at takes all the time . 

Well, Magill says he t ortunatel7 bas - you' re avail­
able now? 

I 1a available all da7. I tol~ Daughton I'• subJect 
. to his call; I may have to talk to him. 

All right. Well , when this meeting is over, will you 
put your teeth into this and t ake a look at it? 

Well, I would auch r ather do the way that George has 
suggested; that is, let him talk to Jake Viner and 
whoever else bas been working on it and see it they 
can agree on something. Last tiae we met, which wa a 
a week or s o ago, I think George thought everybody 
was in agreement, but t hey caae into 1117 rooa and they 
weren' t in agreement at all; we t alked around and when 
we got done it was worse ott than when we started. 
Isn't that about it? I reel like I ' d like to see 
whether there is a recommendation which they can aake; 
it there i an•t, I know what I ' ll recommend to you. 

Well , let ' s put it-- when will you be ready to see 
Magill? 

Well , I think we Just better put a time llaitation 
on it . I think, say, 12 o ' clock. 

O.JC. 

All risht. Well then, it you tallows - I aean I want 
to see llas111 and Oliphant alone on this Internal 
Revenue situation now, and then it I have ~ tiae 
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before ll o1olock I'd like to talk to 7011 follow• 
about this Cb.i.Deae tb1JII, But I'd like to talk to 
Kac111 &Dd Olip&ant now. 

And I 1Te cot a date with 7011 (Baae) at 12 o•olock, 
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RB ASSISTANT GEBERAL COUNSEL, INTElUUL 
REVENUE 

July 7, 19.37 
9: SO A. K. 

Present: 

olipunt: 

B.K.Jr: 

llagill: 

H.!l.Jr: 

llagill: 

H.ll.Jr: 

llagill: 

B. t.! ,Jr: 

llagill: 

H.li.Jr: 

llagill: 

llr. Magill 
llr. Oliphant 
Mr. McReynolds 

Opper's a pretty quiet and conservative sort ot 
fellow, isn't be? Re said to me this morning that 
the fundamental difficulty underlying ' this whole 
situation was that Eccles stood 1~ a mule on the 
proposition, regardless or what anybody else said, 
that this gold thing bad to be handled; second, it 
bad to be handled by a ts.x - by a tax bill drawn by 
his men. There ' s your tunduental difficulty. 

Well, it' s more than that . Eccles, as be always •• • • 

(On White Rouse phone) Hello. - Thank you. (Bas 
conversation with President, transcribed separately) 

......... 

I can tell you that; he's seeing two others - Crowther 
and Treadway. 

Who? 

Crowtbar and Treadway, tbe two Republican Ways end 
lleans members . 

Re•s seeing tbea? 

(Nods yes) 

Did I tell you last Digbt tbat there would be no 
more public bearings oa this thing, tbat this thing 
1s t1Dished? Did 1 sa:y that last night on this tax 
business? Aa I right? 

(Laughs) 

Well? 

I'• not sure, I'• not sure. I'll bet you a diae 
Just to sbow • •• •• 

(KcReynolds coaes in) 
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What? 

• •• •• a diae, to ahow ay interest in it- tbat there 
will be another bear ing . 

Ob, by t be way, the boss owes ae a quarter . 

I 1a bound to win tbe ca.e. 

I haven't bet yet . 

(Hands quarter to MeR) 
• Thank you, sir . 
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I haven't told you yet I•• bound to win. It you 
want to liait your bet to tbe Hearst matt er, I think 
yout ve go t a fighting chance. 

Hearst matter? 

LaFollette is insisting on bringing out tbe Hearst 
thing. 

Well, that's - I don ' t know; you can tell ae about it. 
I want to get over this thing . We ' l l have a little 
gossip afterwards. 

llagilll Well, generally speak.ing, you're right as t ar as that ' s 
con~erned. I could fix the bet so you'd lose it, but • •• 

B. r.I.Jr: What's the situation about Assistant General Counsel, 
Inter~~al Revenue? 

Oliphant: There ' a been no change i .n it . 

B. ll . Jr: Is he (Sbatroth) still here? I got your note last 
~ht; I tbougbt he'd gone to Cape Cod . 

Oli phant: Well, be's back. He was back yesterday. JUst went 
over the weekend. 

B.I.I.Jr: 

Oliphant: 

H.M. Jr: 

Baa he been working? 

lea. 

I tboucbt be waa going away tor a week. 
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Well, he didn ' t go away tor a couple weeks; Just 
went to Cape Cod over tbe weekend, then came back. 

Leaving today, though? 

But be tlew last night at 5:30 out to Kissouri -
I mean out to Denver, to spend a day or two puttinc 
his firm in order. 

(On phone) For Krs. Korgenthau, find out where Krs. 
Shafroth is if you can and let me know later on. 
Find out whether she is here or at Cape Cod. Let me 
know later . 

lYell, I thought he was Just going to lay low until 
this thing was through. 

I thought the understanding was that he • •• . • 

And Russell Ryan was to carry on the routine work ot 
the office. But this is very pleasing to me. 

That was my point, to try tog et him away for a 
couple weeks to let him reat . 

That's what I. . .. 

And Russell Ryan to carry on until the end ot the 
session, so we could make a recess appointment. 

The impression I had was that he was Just going to 
do nothing. 

I would like to see him carry on. I was thinking 
today, witb. your approval, that I would call up 
Russell Ryan, who bas been working on this Board 
of Tax Appeals rules matter, and wb.o I sb.ould tllink 
would be very effective in that connection, and urge 
him to go on aDd pusb. 1t througb. , 

Oh, you don' t need to . Be's going to push it throueb; 
b.e ' s doing business. 

Then we have no position to till and no probl ... 

Bo, not now. We have no problem right now. Before 
you get away I want to talk to you about it. 
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Well, let's do it now . I aean that's the ••••• 

You mean what ' s on~ llind right now? 

It TOU please . 
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I'd like to ha?e supper with 7ou, or lunch here, ao 
7ou can begin to acquaint 70urselt with Rocca, tind 
out someth1ng about hia. 

Have you {Kagill) aet him? 

Yes, sir. 

Rave you met him, Kac? 

No, I haven' t . 

How well do you know bia? 

Not well. He was at Harvard taldng graduate work the 
semester I was up there as a visiting professor, and 
I knew bim slightly at tbat time . Be' s been asso­
ciated witb the firm in Chicago ••••• 

He was a visiting professor? 

No, he was a graduate student. Be's been associated 
with the !ira 1n Chicago with wbich I origiDally 
practiced 18 or 20 7ears ago, whatever it was, when 
I started out out there, so I hear about h1a through 
some or those men that I know. 

Are you (Oliphant) sold on bia? 

Well, I - · I'd Just like to •• •• 

Have me take a look at hia. 

The two or U8 visit together . 

Let Mac Yiait with hia. 

I• ll tiad e reason - 80a8 pr oblea tor h1a to di aouaa 
with be. I don' t IJIUlt h1a to know i t ' a . • • • • 

You (Kacill) aight be t hinking about it too. 
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All r i ght. 

But tllis aaltes it auch easier for 11e, because I 
Just thought ther e was no •• • 
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Ho, no, everytlling's in shape. fbis little detail 
on it - that Snafr oth will be out there tor two or 
three days, wllile R7an bas to take llis wife ·up to 
Boston tor an operation tor a couple of days . How, 
if there is a hiatus ot one day in there, I have 
arranged to put Leming at the desk, who i s a very 
sane and conservative man. 

Have you thought about Randolph Paul? 

Yes . Be' s too eaotional, too much of a poet, if you 
know what I mean- too auch of a ..•• 

Ub-buh. 

The t b.ing that strikes me about Rogge is that his 
make-up is like his physical build; be ' s a big 
sturdy man who went in there alone and f ought three 
hundred lawyers and won the Dawes bank case, and 
whose heart is i n the right place. I checked out 
ther e in Cb1cago, and the word I got back from several 
sources is that be' s a r abid Hew Dealer - something 
of that sort. 

Bow do you spell it? 

R-o-g-g-e - John Rogge . 
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Conversation with Pr esident Roosevelt - July 7, 1937, 9:55 A. K. 

a.N.Jr: 

F. D.R.: 

I!. II.Jr: 

F.D.R. : 

H. !l.Jr: 

F. D. R.: 

H.M.Jr: 

F. D. R. : 

l! . l.I .Jr: 

F. D.R. : 

F. D,R.: 

B.M. Jr : 

F. D. R.: 

ll.!l.Jr: 

F. D.R. : 

B.M.Jr: 

Hello? - Thank you. 

Hello? - Good morninc, bow are you? 

Oh, pretty well. 

Have you cot a ainute or two? l'a seeing the .Federal 
Reserve at 11 and we're then soing to settle our 
financins tor the rest ot the sUIDaer - Just the 
executive coiDIDittee. 

Yes . 

Then I•m aeeinc Brazil at 9:30 tomorrow mornins. 

Who? 

The Brazilians - Brazil - Sousa Costa, trom Br azil; 
don't need any help on that. But at 11 tomorrow 
I 'm seeing tuns, t he Chinese. Bow senerous do you 
want me to be with him? 

How what? 

Generous . 

With tbe Chinese? 

I tell you what I can do. They've got 62 million 
ounces ot sliver i n this country which t hey own. I 
can swap tbat tor sold and they' ll leave the sold 
here, earaarked in t he Federal Reserve. 

Yes. 

And all they will want is an agreement that they 
can borrow dollars asai nst that when t hey need it. 
I think it' s all right. 

I think it's 1rand. 

And t hat will sive the people 1n the world a teelinl 
tbat soaebod¥ else bas 10t an interest 1JI cold. 

I like it very aucb. 

You like taat. 
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Yes s1r. 

The other thing, with the Brat.illana - besides aell1ng 
th .. gold on the inatalaent plan, I thought I'd try 
to .. 11 th .. a l~ttle sil•er on the inatalt.ent 
plan, see? 

Yes. 

And get them •• •• 

Grand . 

••• get them to use up a little silver . 

When am I going to He the Brazilians? 

Well , he's onl}< here this week. Be expects to ao 
away to New York next week. 

All right, well, I can see him though. 

I think :you should. 

Arrange tor hill - when I should see hila. 

Well, why don't you think ot doing this, it I a~gbt 
suggest it . ... 

Yea . 

After we see hia - his thing we can't do ao qu~ckly, 
and let ' s bring hi.a back troa Hew York the next week. 

That• a all right . 

And by that tiae we'll have gotten together •• .• 

Yes, that's O. K. 

Bow's tbatf 

FiM. 

And t hen 1s there an;rthing that you want to tell 
Magill or 11e about Harrison and Doughten? 

Botbing yet. I'Ye seen two othera this 110rn1D&· 
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Yes. 

I ' ll tell you later. 

And will you save ae Friday aorning, bedside? 

Yes. 

Wbat? 

Yes, all r i gllt . 

Friday aorning. 

Yes. 

Bedside . 

Rigbto . 

Tbank you. 

\ 
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~ 7,· 1937 

fol !1M horeU!T 

frost Ill'. lleclll 

1. tu lPeaUpUoa 

llr. J:lcra&l"oa tatone4 • We attenooa \bat Coloael llcla'JH 

1114 114rle~ II1JI that U... heel4eat lle4 a~ uUetactoq coatereace 

with lle .. re. fr .... ..,. u4 Cronur. Coloael llclat1J'e trUQ:eat~ that 

llr. Douc;htoa 4heu .. the • ettuattoa fUrther with the two Coagreeoaea. 

llr. DouchtoD -• IIJIPU'eatl.7 lll tha dark u to the preclee re..Ub ~ 

tbt coatereace with tha Prttl4eat. 

I .. to tee IIJ', ~toa to.orrcnr 110ratac at t• aa4 ha el;)ech 

to call aD uecv.the .... loa ot tha eo .. tttee tor -e boar later la 

tbt ..,ratq. Preeaabl7 tha eo..t tt•• will than be>lb tha later 

courae ot the lDYtttlp.Uoa all4 tha toploe on which lecielatloa hat 

to be 4rua. 

lle .. ra. h-, leat, tarl-, all4 TarlOWI other - are -

worklQC topther oa tha propote4 lecielatloa ..,.!7 attel"IIOOII• It 

O'<ICIIt to be rea4)' 1a &Hut a nek. 

2. loD-reel4ent allen! 

Ill'. 11au 1 crovp pr .. eate4 a Joint propoeal tor lecitlaUon to M 

thlt -•· It le 'll!f u4erttaa41DC that !T!r)'OD! acree4· Dr. Ttaer 

baa -cree4 upoa tha ru 1 v 'atloJUf llllt -u prater \bat lecialatloa 

tboul4 be poa'POU<l 11aUl the aerl ... etoa ot Oo-«:rHt• I t o14 Ida 

that thh - 01lt ot tha queUoa b rl" ~ pv l!Uer to tha 
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:Pred4 ... t u4 1a Yin of the fact tbat ov -llftl.c eJl'•rte 11e4 hu 

world~~& 011 the .UJect fro. elz to aiae -.a.. M4, ~Mace, -.w1• 11e 

e:q>ect.cl to ban for.alat.cl a ftll-roa484 procr-. 

!he r•~.-4&\loa h \bat the wi Uollo141ac rate oa 1D4h14•h 

aJI4 eorporaUoae 'lie 1Dcreue4 to 22 perceat, with the prortdoa \bat 

in4l't14u.le aq, ~ flliDC returae, eeCII.I'e rat'lul4e of tax•• thq haTe 

pa14 oa their JMrlcaa 1-• 111 exceee of the -h \bat ~4 lie 

!)81&ble b)' JMrlcaa oUhee with elaUar 1aooaee; prort4e4, bowner, 

that tho rate of tu pqallle aha1l aner lie 1e .. t.bM 10 percet. Ia 

tile .. coa4 place , the)- propoee4 aa ache tu of 5 percet oa 0411>Ual 

pine froa the ealo of etoclal 1D thh oOUDtry. rue tax will. lie 

collectible b)' the brokere, aD4 will 'lie eatorce4 b)' etuplDc the pv­

ebaae prlco upoa ..,..,. oorUt1cah of otocll: boacht b)' a ao.,..roel4oat 

allea. .... a cerUf1cah eo etelilpe4 11 pr .. cte4 for \ rueter 111 

tb11 001111\ry, the ache tu will fall 4De oa the 41fteroace bot-eo 

the then ealo prlco aD4 price e\aape4 oa the certltlcah. It h rq 

11114eret&D41ac tbe.t We propoeal bal b.- 11for.all7 cleared with the 

State Departaut, the ..0, u4 the J'e4eral ... ern lloar4. 

}• ~- r'dalettatloll 

llr. DoJICtltoa u1te4 .. to - bo- fro. the oftloe ot the 

Chief Coa .. l ta the ~- ot Iateraal ._._ repHiDC trrecalarl Uoe 

lddcb the•• - M4 l!pJIC'ell\lJ' 'bJ: &t't to Jlr, Dn&t'to•'• athll\1... I · 

ban DOW \alU4 with both of \hell -1 Jlr, 0Upllu\ - preeeD\ a\ \be 

•ocoad ooat-oe We ottoracce ..... that \Mir liP• to NI!T ..alate 

ot coaoralUl" aD4 \Mir ....,. ~,..,_ eo pnot ot Al•bo-q. 
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Jenrlhel .. e, I tMl (u I lllaft pl'ft'lft817) Ula' • - • _, .._ 

11 .. UUlo ol••• I _, w tMie - uun ,..,., 1a -.nt... 

with Mettrl• Ollpllaa' _. Welftl't .. , oa \lie _., .. , of \lie -~­

Uoa of the pl'Ooehft a4 \lie po .. t\le NplUIIII' ot- ot tile­

la ltoT pollUo••· 

Regraded Uclassified



Jul,y 7, 1937 

Appert came in at 2:30. He said he was going back 
t o ?:'lrlc for severo.l woe:"' ' vacation and co.me 1n to bring 
e ceesage from L:r. Bonnet to the Secretary . The 1:1easaae 
was to the effect that ur. Bonnet thanks the Secretary tor 
ell he ha s done for France. 

L:r. Appert. then asked wnether the Secretary had any 
~1esce.ge tor t:r. Bonnet. HJJ,Jr repl ied, "No, except that 
I wlsh hi m success. • 

Hid, Jr. then said to llr. Appert, "I would U ke t o say 
coceth1ng to you, i f I may without your misunderstanding 
me . When this gold scare 11as on so badly, you were i n 
:me or the lle• York banks t or l unch and, if I cay s~ so, 

215 

I th ink you talked a little bit t oo freely as to how worried 
y~a wer e about the gold, etc., because the Vice President or 
the Bank •here you were came down here and told me that you 
had sai d so-and-so and so-and- so. While the thing was on, 
I d ld not want to s~ anything t o you, but I felt that the 
f l r st opportuni ty that you and I were alone I would t ell 
you. • 

Ur . Appert replied, •I am trying to remember in •hich 
bnnk I had lunch and I cannot r emember. The last lunch I 
had in a bank was 11ith ur. Bonnet about o. month and a half 
ago end that was at the Bankers Trust.• 

~.Jr's next comcent was , ' This conversation i s Just 
bct11con the two of ue. I have not , and would not, mention 
1t t o r nyone clce. It is not my intention to hurt. you, 
bott I did want you to know that I felt that you talked a 
llttlo too freely at that t i me .• Apport answer ed, "I am 
very grateful to you.• I am generally ver y car eful about 
t~lking . I am afraid t hat someone must have mistmderst ood 
~:~e . • 

The Secretary then sa1d to ur. Appert, "Give ur. Bonnet 
QY beet regards and tell him t hat I wish h1m great aucceee. • 
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PARAPJIIUSK or Ta&CIWI UOiltiD 

noll' Alle:rlou :lllbaaer, Pa:rh, ftuoe 

nuz, Jul.J T, 191'1, ' p. •. 

10.' IM ftlOil 0~. 

Tod&J oaa.lde:r&ble flaotu&tlOD 1D ezohenl• :rat,. 

at Pa:rie. The ne:rUq rate ooat1Due4 to be lowe:re4 

bf ftllllch OODt:rol. OODUol Jaa4 a fai:rlJ good 4&J 

aoqul:rlDI po\ID4a azoept to:r one perio4 when 1t lla4 to 

aell 10•e a:rciund 138.20 110et aoti'Ye eelliDC of ete:rlina 

aca1Det t:ruoe -· t:r- LoD4on. 

t~,ooo puoh&aed tor r:reaoh ooatrol to4&J bJ 

P&rie-.&ae:rlou l>&IIk. l'eek opeDiag tat 4olla:r oa naor 

that .&lleriou Treua:rr had retuee4 to let J'renoh oont:rol 

haYe gold aaatnat t:raneacUoaa 1D oxohana•· I n.a coD-

1iacte4 bJ •J bourae f:ricd, who denied thh rumor to 

hie fellow t:re4e:re. jppa:rctlJ it died dOWD. Teete:r-

4&JP WeekDeee of thO dolla:r W&l attributed bJ P!ril . 
to be llue p:riDoipallJ to J'rlllch o~ital rithdranle 

~oa Jw T~t to LotAdOD ID4 Pa:r11, &114 to aalee of gold 

to the tbuted statee bJ Japu. Riee Ul J'rcoh rllltee 

of 70 oentt.ee, b:riaCilll tU. to (lt) .40 trence, ID4 

in IIDIZ'al there ie a better at.o!!pllere on the ..:rtn. 

Teete:r4&J the BaDt ot ft&DOe iDYoioed to the J'M-

216 

eral aeeene f• lhls--t OD the ~ at,leB,OOO r:r.o 

t:ruoe fo1r aoowat of axa. It appiU'e, troa ooancs-tlal 

iDtonaU•, ~t alee bJ ~ &Dill lblllala oeatlri.l bake 

nre tile pl'bl1p&l ...,oe of the pU. 
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beccae GoYuaor of tile .U: of rr-e, -o..c1• 

Labe1r1e. 

\ 

:llaL11 
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DIU.,._._. 
~ wltll"' art fill tMifttla 

" ' ..... 2 a a •• • a e ...... 

.. ......... aa•twtMru..fll..-

2 2UIM "' ............... 

•a=•·., .. a ss"•"',.. ... 

~, ....... 
TIIUI rtaPPna.e 

... .. .. .. ·-· fte lfttlra I PI h .............. 

~·t...., .,.. •. -'" 
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CIB .. 6 ••• 

GRAY 

London 

Dated July 61 1937 . 

Reo 1d . 9s45 a . m, 

Secretary of St ate, 

••aehington . 

RUIIR , 

436, July 6, 1 p . m. 

::'0:-t Til2.~3URY PROll Btl'l"nnll"IORT!l, 

At the req\~est of the Br1t1Bh Trec.sury . I agreed laot 

weok-on~ to ~sY. you to be good enough to give Trentham 

fo1• the :!'ilea of the British :embassy copies of Si:~·'n ' s 

mesoasea contained in my 424, June 30, ll a . m., togethol 

with a copy of your ~eplf t petetq, 

BINGHAM 
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MEETING WITH BRAZILIAIS Jul.)' 7, 19.37. 
9:.30 a .a. 

Present: 

B.li.Jr: 

Cost a: 

B.!l.Jr: 

Dr. Arthur de Sousa Costa 
An Interpreter 
llr . Lochhead • 
Mr . WU-lius• 
llr . Rietler' 
Dr. Viner' 
Mr. White~ 
llr . Oliphant • 
Dr . Feis' 
Yr . Caffrey, American Ambassador to Brazil 
llrs Klotz 

Possibly the b~st way would be to read the Ambassa­
dor ' s letter . 

The Ambassador is not coaing. 

Well, I' 11 read the letter !rom the Ambassador 
which I got last night. 

Wit gives me much pleasure to send to you a few 
notes concerning the subJect of our conversation 
last night, and which, I hope, will provide you with 
elements for your conversation tomorrow with our 
Winister of Finance . 

WThe following memorandum was presented to the 
Under Secretary of State, Sumner Welles, on the 
occasion of his passage through Rio de Janeiro on 
December .31, 19)6, setting out the general ideas 
of the Governaent ot Brazil as regards the e s tab­
lishaent, with the help of a loan, of a stabiliziDC 
tUDe!. in the United States, in connection with the 
formation ot a central bank in Brazil, and also to 
the participation by Brazil in the Tripartite 
Monetary Agr eeaent . " 

Now, I ' • correct from -that troa here on this 
ae110rand\llll is new, i an•t it? This is new, beginninc 
here? 

Interpreter: Yes, that ' s new. lo, I beg your pardon •• •• 

Fe is: lew in what sense, llr. Secretary? 

B.ll. Jr: I aellll this i an' t the aaae as the Decaber )1 •-· 
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H.li.Jr: 

Cost a : 

H.M. Jr: 
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I should say that it i s Just a alight development 
of what has alreedy been available. 

•(1) Central Bank. The Ameri can Government will 
place at the disposal of the Brazi lian Government 
the amount which shall be considered technically 
necessary as the gold reserve for the Brazilian 
currency in circulation, and this gold reserve is 
such as to allow for the increase or decrease in 
the volume of paper money wi thout running the risk 
of falling below lll1n1mum reserve requirements. 

"The studies entered into for the determination of 
the necessary amount will be carried out by .the 
experts of t he Treasury Department of Brazil and 
submitted to the American experts during the dis­
cussions to be held in Washington. 

"(2) The gold put at the disposal of the Brazilian 
Government by the American Government will be deposited 
in the Federal Reserve System. 

"(J) The Brazilian Government will agree to remit 
annually a stipulated amount of for eign exchange cur­
rencies to the United States in amorti zation of this 
credit, and the amounts of gold corresponding to these 
remittances will be at the free disposal of the Brazilian 
Government f or monetary purposes. 

You rrotice I skip the interest rate. I Just pass 
that over, because ••• • 

Yes • 

• •• • your President and our President fixed that all for 
both or us. 

" (5) The amorti zation quota will be fixed annually 
by agr eement between the two Governments in accordance 
with the possibi l ities of Brazil. 

•The purpose of the AJieri can Governoaent in this opera­
tion is to fac i litate the plan of the Government of 
Brazil to effect the stabi lization of its currency, 
which is lliUtually convenient and helpful not only to 
the interests of both Governments but likewise t o the 
collective American interests." 
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Inter . : 

B.M.Jr: 

Costa : 

H. !I .Jr: 

Inter.: 

Feis: 

' 
B.M.Jr: 

Inter. : 

H. ll.Jr: 
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Now, what I 1d like to aay - 1t the !llnister doesn't 
understand, I 111 go very slowly -wouldn't it be 
better to translate as I go along1 

I think his Excellency will understand. 

Well, if he doesn't, will he say so? 

Yes, I will. 

In the first place; I want to say that the United 
States Government is anxious to do everything 
possible to work out, in cooperation with t he 
Brazilian Government, a financial program which 
will be mutually advantageous . As you appreciate, 
we only got this me111orandua last nigbt; we consider 
th.i s questi on of tremendous importance to us, and 
we feel that in order to arrive at a plan which will 
be successful for a number of years and not Just for 
a few months, it ought to t ake careful study on our 
part. Unfortunately, we are not as familiar with the 
finances of Brazil as we might be, and we feel that 
we have to go to school, that you will have to eduoate 
us as to your banking system and your methods of 
dealing with your financial problems. 

(Explains Secretary's remarks to Costa) Is that 
correct? 

I think so . The Secretary has a lmost said what we 
said at the beginning of our meeting, that we fully 
want to cooperate, and because of liaited knowledge 
of Brazil's financial and banking practices and the 
wish to establish something solid the first tlUng 
he suggests i s goi.ng to school . ihat's what he said. 

That • s ri.ght. We furthermore feel here that it would 
be a mistake to make any moves until we can arrive at 
a complete picture and we hope at a complete solution. 

(Explains to Costa) 

Now what I'd like to ask the Minister -bow be would 
lik~ to do this. Would he like to leave his ti.nanciel 
experts here in the United St ates or would he like ua 
to send so11e to Brazil? Now wllicb - how would he like 

Regraded Uclassified



Inter.: 

Feis: 

Inter . : 

H. !I.Jrl 

Costa: 

H.!.!.Jr: 

Costa: 

H. lt. Jr: 

Costa : 

H.IA.Jr: 

Costa: 

H. !I.Jr: 

Inter . : 

B.M.Jr: 
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to approach it, because I look at it - this isn' t 
a matter or days, it 1s a matter of weeks; I mean it 
will be weeks of study, not just a matter of a few 
days . 

(Explains to Costa) Do you (Feis) follow what •••• 

Yes, but not with enough certainty. I think I know 
what you mean, but I'm not certain enough. 

(Interpreter and Costa confer) 

The Minister says that Just now it seems to him that 
it would be better to haye a general review or the 
possibilities of an understanding, and your tech­
nicians could make a questionnaire which could be 
considered by our technicians, and afterwards we 
could go into further details if necessary. 

Well now, has the llinister the technicians here nth 
him? 

Yes, I have. I have some technicians here with me 
and I think we can begin the studies now. 

Yes, but you see, you're only here for two more days. 

Yes, I have time. 

No, I mean the Minister goes to New York Friday night? 

I can a tay here if necessary. 

Well now, might I ask the Minister does he personally 
wish to participate in these meetings? 

Yes, I want to. 

You do . Well then, if he ' s willing we have here our 
people and they're ready to suit their convenience 
to the Minister's. 

(After conferring nth Coste) Would it be possible 
to have h18 meet with the technicians tomorrow et aQ1 

time? 

A~ time that suits his convenience. 
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cost a: 

H.M.Jr: 

Costa: 

H.J.I .Jr: 

Costa: 

H.K.Jr: 

Costa: 

B.K. Jr : 

Costa: 

H.loi .Jr: 

Costa: 

Inter.: 

Cost a: 

B.K.Jr: 

Williams a 

H.ll.Jr: 

Inter .: 

_,_ 

In tbe .oraiD& at tbe aaae tiM - ball past nine. 

Yea, but it you - it 7ou'd explain to the K1D1ater 
tbat I'll start the meeting and then I'll excuse 
-rselt, and it he doesn't mind baving them question -
ask hiiD questions - it be woul d obJect to that? 

No, I want that. 

Fine. Well then, • ••• • 

And 1t I can answer, I will; it I cannot, I will •AT· 

Well, at least we ' ll &how the Kinister how ignorant 
we are aiJ1Wa7. 

(Laughs) 

About Brazil. 

lees . 

One other thing. The President ot the United St ates 
said he was very anxious to meet Dr. Sousa Costa before 
he lett. Now, could he come back a~ day next week to 
see the President ot the United States? 

Yes. 

(Explains to Costa} 

Yea . I ' • going to Jew York the tirst da7s ot tba 
wetk, but I can coae back a~ tiae. 

Well now, 1D&7 I Just ask do 7ou aen want to prepare . 
a l ist ot questions or do JOU want to go at it tod&T? 
Bow would 70U men like to do this thing? It' a up t o 
70u. Do 70u want to ban toda7 to get readf or bow 
do 70U want to do this? 

I ' d like t o a tart toda7 it pouible. 

You would? You'd like t o start toda7• Proteuor 
W1111aaa •AT• he'd like to ata!'t toda7· 

(Bxplalna to Coata) 
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Will i ams: 

Cost a : 

H.Ji.Jr: 

Williams: 

H. II.Jr: 

Cost a : 

Inter . : 

a.li.Jr: 

Costa : 

H.».Jr: 

Costa : 

Inter.: 

H . i~ .Jr: 

'Nil.liams: 

H.IJ.Jr: 

Cost a : 

H. loi .Jr: 

225 

-6-

Yes, we can. The reason I said tomorrow is because 
the Ambassador is tomorrow here, so we ' ll have -
but it you prefer today - th.i s afternoon • • •• 

I thought we llight do something 1n a preliminary 
way . 

All right. 

You see, these gentlemen are all on vacation and they 
don' t like Washington, so I have greatest difficulty 
in keeping them here . 

That's the whole answer. 

Bas the Ambassador another appointment now? 

The Ambassador went to the •••.• 

Be1 s out ot town. 

Bas the Minister another appointment now? 

No. 

Would he be willing to take some time right now? 

All right. 

Yes. 

Now, Williams, are you r eady? 

Always ready to ask questi ons . 

Well, why don ' t you take an hour ot the Minister' s 
time now, and 1t he is willing - maybe he ' d be willing 
to come back this after noon. Would that be agreeable? 

For me it ' s the same thing; can work now or 1n the 
afternoon. All right. 

Well t hen, I tell you, I th.ink it you'll all walk down 
to Wayne Taylor's room - I guess that ' s as good a place 
as any - and I • ll walk down there w1 th you. 
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lif 4aal' MJ'. llol'ge a ••u , 

U g1 ... • •• pleaolU'e •o •n4 h 1• a fw 

IIOUO OOIIOe1'111lll 'be ~J-• Of ... OGrWeJ'MtiCIII laa\ 

111ght, aD4 wbiob, I bGpe, wtll Pl""lele ,_ wt"lb ·~••• 

tor rour o•ftrMU• \o anow wt\h OlaJ' Jl1n1o\eJ' ot 

ft~~a~~oo. 

!he tollowtlll •-....a4a ... PJ'OHn•ec to \bl Uader 

leoroh1'7 of Sh\o, ._ ... lfelleo, oe \he o-e1• of 

hl.o puuce \brou«la JU.o c1e Janoll'o oa hoeU.I' :11, ltH, 

HU111c ou\ tbe r oiiONl. U•u of tbe <kworuon\ ot IJ'ull 

u rogaJ'da \be oo\abUet.ea\, wUb tbl help of a lMD, of 

a obb1Ua1ac tll84 1a ,.._ Val\e« nateo, 1n o0111100U• 

wUb the fOI'II&Un of a ... val Mftk 1n IJ'Ull, u4 aloo 

'- tbl p&l't1o1patt•..,. INall 111 •• h'tp&J'\Uo .... \vJ 

......... ,, 
'(1) aer.!!•· he .. 1'1 .. Goni'MoOnt wtll 

place •• •llleUiPi .r •• ll"ulU• c.o.. ..... , .. 
uouat wblob IMll 11o oenl14e .... tHIIIIlallJ ...... ..,., 

&I tbe col& I'OMI'ft hr t.M 1Na1UU ....... , 111 elr­

e~&laUoa, &114 uato pl& ......... 11 elleb aa •• aU• fer 

tbe 1BOI'O&M _. ........ 111 U.. Y01.- ot ...... -7 

wt•bout ...alliS UM J'lek ot falUIII 11ol• 111•1- J'OHJ'ft 

Nqu"••••· 
"7M ot1141oo ........ la-. f• u. &etoNl•U• ot 

tlae ..... .., a aa• wlU 1lo OU'I'lnA -· • U. 3 II •• 
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of \be fNMIII'J Depuot•nt ot Jroull u4 11lb111Ued to 
u. AMrloaa ~rh 4viiW Ulll 411011Ulonl to be Ml4 
1n Walhi~W\Ofto 

"(2) The gol4 put a\ \be 41IPO"I' of the INalltan 
Ooft"'IMn\ bJ \be AMrleu Oonrn.nt will be 4epoa1 ted 
111 \be f ecleral AIMa"ft 111'-o 

1 (3) t he il'aa111u 00ftl'lllllna will ACN• \41 realt 
unl4&117 a aUplll.atec1 uwnt of for.1gn exobang1 Glll'­

renolll t:o \ be Un1tecl Otat11 1n ..or\laaUon of tb11 
IJ'ec11t1 and t.bl POW\tl of pl4 OOIIOIJMIIICUIW Co \biM 
!'1111U&II4el wlll be at Cbl tr.1 411))01&l of the l!toaalUan 
Ooorern.nt f<W' _..,., pllpOMio 

1 (4) The lnhNit rah on the loan will o0l'Nepon4 
\o t he t:1obnloal ao1t of t hl op,raUon ( .. 1'1 or 1111 one­
llghtb of one peroo"' per .-•). 

•<a> The ..ora1aauon qucna wtll be ftD4 ....ur 
b7 ~aent betwHn the two C>o\'lrnMnh l n eooordanoe 
with t he polllblll\111 of Braille 

1 'rhe purpo1e of t.bl AMrloan Oofti"MMnt ln ~~ 
aperauoa 11 to tao111tatl the plan of the Gofti'IWint 
of dl'ull to otfoot tbl 1tablllaaUoa of 1\1 oUJ'J'OneJ, 
wtuoh 11 .atllallJ oormtnlent and bllp flll. not onl7 \41 

\he ln\el'lltl of ._tb Ooftl'tllllntl w\ Uklwill to tbl 
oolllot:lYO AMrloan lntlrel\lo 0 

r ollowliiiJ \be OIGII-mltoaUon l n qlleiUOn, \be Ooftl'rl-

• nt of Bl'aall pr0011led wltb tbl ni-INU'f lt'114111o &r'­

J'l'rlng at tbl tollodiiC 1-lulon1, wblob are 1ublllU14 

to lCINI' Eaeu.a., tat• 117 u4 pereonal1J1 8D4 wUil 

\be 1ol o PI&I'POM of .,...utiiC a bUia t..- atudl 11114 l:a­

PlaAaUo•u 

lo- fbi 1111 { ot INall eMn at tbl PUll \ 

tt.e a a\oe41 .,.... ....u P""{::!f' thl bll ... of 
'lbloh are IIIJPU"'"' 1n lte apt• u4 llldMtl"lal 
Pl"'OIIIett• aa1 ta tt• 1 aua aal hN1P 1 ., ... 
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a.- t'blo proopal"l\7 lo .. , - ••114 bueo en4 

ln41oa••• a o$able IUI4 11'0ftnc 4enl..-a\. 

~.- 'ftle 0\li'NMJ of Brull lo 1ft \M .., to re­

ootft'J • ao ln41oa'e4 - 'bo •'~ rlM ln Uo ftl• 
oCJIII)al'lltl'Nl7 •o O\beJO CNJ'I'IIneloo, • ._ atoJO \M Mlt41-
oap lllp0oe4 b7 'bo nqlllre•nt of \be purobaoo of ._ 
•' 'be oftlolal n\o 0 on4 tho oonUn~M~U houo U!Joourb 
n4loo-t. 

4.- tho •otal •no\aPJ oli'OUl&Uon (both tho 

l"'O''lar and tho N4looeua\) h, 'o4a1• •,aoo,ooo •:=;!A 
or ~tooo•:O.b IUI4 'bo ftluo ~ tbo au rtu lo 
ln tho rreo t a\ utooo to 'bo 4ol lal'. 

&.• tho fNUIU'7 poe ... ooo 24 Mae of bar lol4 an4 

\be Bank ~ lll'ull hao Y,ooo,ooo aftllablo abl ua. 

e.- It 1o bo7ond 40\lb,, 'borefOil'O, tba' tbo ooon­
_, of tbo oCND'JOJ lo PHPU'e4 foJO an4 0 1adoo40 Nqlllno 

Ulo oroauon ~ a oo-o1'111111a'e4 agenor • wblob 

(1) oball ngula\o 40MOUO Ol'04U and oon\J"Ol 
tho olrolll&Ueg lle41• oo u to 
(a) &08111'0 tbo •1110 ~ tbo OUJ'NIIOJ and 

oafesual'4 Uo o\ablll\JJ 
(b) pi"C**W aD4 aoouro Ul oon'NI'tlbllllf• 
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?.- !be oroaUOil ~ thlo &10ft07 1101ll4 bo baoe4 Oft 

(1) \bo preMnt fOI'Ollll aobaft«< and lr014 bol4lllll 
of \be Gcrnmaent 1 &ft4 tbo preoont aftlla­
lllUUM •la IINalJ. 

(2 ) tho hn4 •o bo onato4 ln 'bo Onlto4 1\atoo. 

a.- Onoo tho bUOo are apu4 .,_ u to \bo p1'0011N­

•nt of tbo tiiD4 la Ud.o ... ,.., - \be aaouat an4 ooa4l• 

tlODa of wbleb a-pen&.,_ rov oonn.on'- tho oo..mae•• 

of bull anU 

(1) ..... ,. tbo Oo"'Nl aaa, aftOI' a U I I !lib 
ohll7 .t \M Mttor 'llf OU' toot.!oi&IIIJ 

(2) U'I'&IIP to ,..Uolpato b \be fftpai'Uto 

AcNe•"'· 

Regraded Uclassified



M ,.. ... , , ..... &N Cllll'al l .... e.llt 'Ill M 

tale .. talle ...... .,_ Ule ,_. •• lie fN'lW llln1 

.- Ue ••••t &114 Ua atf .. , • ... tn1aUe ••• 4 

u4 ea ,.._ eoaftl'tltai.U'7 et .. ew11_, la Ula btl .... 

aUeul •••• 

nua ., r •• --., 1 -

YwJ dan"ll'""' 
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Jul1 7, 1Q~7 

- ~ ~ 

RU,Jr spoke ~o James RooaaYal~ oYer ~he ~elephone 
today at abou~ noon and James RooaaYel~ ~old ~be Secretary 
tbat congressman Crowther, ot New York, and Congressman 
Treadway , ot W&seaohuae~ta (both Republ1oanal were 1n ~he 
room w1th ~he Pres1den~ a~ ~ha~ momen~ and were gotng oYer 
the Pres1den~'s income tax re~urn . He aa1d ~he Pres1den~ 
wants t hem ~o aee 1~ and 1t ~era are any quea~1ons he w1ll 
anewer them now. 
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Washington , July 7, 1937 

)o!y dear l4r . loforgenthau, 

It gives me much pleasure to send to you a 

taw notes conoerning the subject ot our conversation last 

night, and which, I hope, will provide you with elements 

tor your conversation tomorrow with our Kinister ot 

Finance. 

The following memorandum lllls presented to the 

Under secretary ot state, sumner welles, on the occasion ot 

his passage through Rio de Janeiro on December 31, 1936, 

setting out the general. ideas ot the Government ot Brazil 

as regards the establishment, with the help ot a loan, ot a 

stabilizi ng tund 1n t he United states, in connection with 

the tol'llllltion ot a centl1ll bank in Brazil, and also to the 

participation by Brazil in the Tripartite )lonetary Agreeaent: 

"( l) central Bank. 

The Honorable Henry loforgentbau, Jr. 
Secretary ot the TreasurT 
We.ahington. 

The Alllerican Qovernment 

.. 
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Cloveriiiiii!Int will place at the disposal or the Bra­
zili an Government the aiiX)unt which shall be con­
sidered technically necessary as the gold reserve 
tor the Brazilian currency in circulation and this 
gold reserve is such as to allow tor the i ncrease 
or decrease in the volume ot paper money without 
running the risk ot telling below minimum reserve 
requirements. 

"The studies entered into tor .the determina­
tion or the necessary amount will be carried out 
by the experts or the Treasury Department or Brazil 
and submitted to t he American experts 'during the 
discussions to be held in Washington. 

"(2) Tbe 8Qld put at tho disposal or the Bra­
zilian Government by the American Government will 
be deposited in the Federal Reserve System. 

"(3) The Brazilian Government will agree to 
remit annually a stipulated amount or foreign 
exchan~ currencies to the United states in amorti­
zation or this credit, and tho emounts or 8Qld cor­
responding to these remittances will be at the tree 
disposal ot the Brazilian Government tor monetary 
purposes. 

" (4) The interest rate on t he loan will cor­
respond to the technical cost or the operation 
(more or less one- e i g)ltb or one percent per annum). 

"(5) Tbe amortization quota will be fixed 
annually by agreement between the ho Governments 
in accordance with the possibilities or Brazil. 

"The purpose or the AIIISrioan Gove:mment in 
this operation is to taoilitate tho plan or the 
Government or Brazil to street the stabilization or 
its currency which is mutually convenient and 
helpful not ~nly to the interests or both Govern­
mente but l ikewise to the collective ~rican 
interests. • 

Following the Cll ~nioation in question, the 

Gover1111111nt or Bre.zll proceeded with the necessary etudias, 
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studies, arriving at the following conclusions , which are sub­

mi tted to Your Excellency informally and personally, and with 

t he sole purpose ot providing a basis tor study and explanation: 

1, - The economy ot Brazil shows at the present time 
a steady trend towards prosperity, the indices ot 
whioh are apparent in its agricultural and industrial 
production and in its domestic and toreign commerce. 

2.- This prosperity is set on solid bases and indi­
cates a stable and growing development, 

3.- The currency ot Brazil is on t he way to recovery, 
as indicated by the steady rise in its value compara­
t ively to other currencies, even under the handicap 
imposed by the requirement ot t he purchase ot 3~ at 
t he otticial rate, and t he continuous issue through 
rediscount, 

4..• The total monetary circulation (both the regular 
and the rediscount) is, today, 4.,500 1000,contos, or 
$300 , 000,000, and the value ot the m11 reis is quoted 
in the tree market at 15t ooo to t he dollar , 

5 .- The Treasury possesses 24. tons ot bar ~ld and 
t he Bank ot Brazil has £8,000 ,000 available abroad, 

6,- It is beyond doubt, t here tore , the t t he economy 
ot the country is prepared tor and , illAeed, requires 
the creation ot a co-ordinated agency, which 

l)·shall regulate domestic credit and control the 
circulating medium so aa to 

a) assure the value ot the currency and sate­
guard its stability; 

b) promote and assure its convertibility. 

7.- The creation ot this agency would be based on 

l) the present toreign exchange and ~Jlld b0ld1ng• 
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holdinp ot the Gover~~~~~ent, and the present 
availabilities in Brazil 

2) the tund to be created in the United states. 

a.- Once the bases are agreed upon as to the procure­
ment ot the tund in this country - the 111110unt and 
conditions ot which depend upon your Gover~~~~~ent - the 
Gover~~~~~ent ot Brazil would 

l) create the Central Bank, attar a thorough etud:r 
ot t he matter by our technicians; 

2) arrange to participate 1n the Tripartite Agree­
ment • 

.\a you see , these are general idees only, becauee 

the details depend upon the fund to be provided here, upon ita 

amount and its ettect on our domestic economy and on the con­

vertibility ot our currency 1n the internatioDal market . 

With 1117 regards, I am 

Very aincer y :rours, 

~U~ 
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w, cSe&J' Ill'. Mor,rea\M&a, 

U gl"" • -.h pleaaue to •114 to 1011 a r.. 

not .. oon~rn1nc tbl &a~aJed or OU' oorrr•aauon lut 

ftlght, aD4 wblU. I bape, wlU JII"Wite lW wl~ alHea .. 

tor JOW' oOftftreaU• to : 10w wltaa aur Jlln1at• ot 

naan~. 

n. tollowtnr -~ -. PNNn'-4 to tba UncJ.er 

ltoNt&J'J at State, e, 4V Wolloo, OD tbl onntOD of 

~ 
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hie puup tllrou«b N.o ao lanouo on Doooabol' ~1, lJH, 

MUlnc out tbl • •noNl laou ot tbl Oooron•at ot Bru11 

u I'I«&J'I4• tbl •••~Uilllllottt, wUh tha bl~ of a lou, ot 

a etab1Ua1111f ,_. la tbo \Jill to4 l tato1, ln oOIU'IMUM 

W'1 th tbl tON&Uoa ot a ... tNl Mnk ln Jboull, aD4 alM 

to tha partlolpatlOD - II'Ull 1a tbl btputlto ....,.,., 

Apeo .. ntt 

•cu fto Morleu o-..... n wtu 

plaoa at tbo lrUlU.. Oofta 1 nt tbo 

uoaat wbleb be o••...,.. tMP s •117 •••n•'7 
aa tba ..a ....... ,....- 11usuu ..... ..,.uet.r-

llllau., aD4 tbla pl4 ,. ..... lo ..... u to an. t• 

tbo .................. la tbo -- ., ~··· _, 

W'1 tbolat ..-nl .. tbo l'l* ., talU .. M1a --- ....... 

J00qUN ID ... 

~ ............. late ,_ Ulll ......... M ... f1l 

u.a ..... ...., • , ... .au • ....,. .. _. 'r- a •• 
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of tile Treul.ll't Dtpart•nt of lrull U4 nblllUect to 
tbl AIM1'10&11 G;PePh 41ll'1. tbe IUIOillllOne to be be14 
in tralbillgtOft• 

'(2 ) Tbe r;olct put d tbe 41epol&l. of t he 8rulllu 
GonM\JMn\ b7 tbe Allerloan Oo'reJ"NMn\ wUl be 41})011 ted 
1A the l'e4eral ftleern •r••••· 
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1 (3) !he Braa1Uan Ooni'IIMn\ '11'111 agree to N81\ 
annlllll7 a eUplllated aaount of forelgn exobange ol.ll'­
renolee to the Unltect Btatee 1n aaort1za\1on of \ble 
OJ"edl\ 1 and the aaounh of gold oorreepondl ng t o 'hell 
reaUtaMII will be at tbe tree 41epoeal of tbe 8ru111an 
Gonl'l\men\ tor 110ne\&J")' pUJ'1)0eee. 

' (4) !be ln\eree\ rate on tbe loan w1ll oorreepon4 
t o the teohnloal ooet of t h e operation (acre or 1111 one­
elgb\b of one peroen\ per aaaua). 

1 (5) Tbe aaort1eat1oa qu ota '11'111 be f1ud annlllllJ 
b7 asreeaent between the two Governments 1n accordance 
w1tb t he poee1b111\1ee of Braall. 

1 '1'be purpoee ot the Aller1oan Go-ArnMn\ 1n th11 
operation 11 to taelUta\e \be plan of the OonJ>~aent 
of Brull \o effect \be etablUaaUon of Ue oUI'I'InaJ, 
which 11 IIU\uallJ oom'en1en\ anct bel p flll no\ onlJ \0 
till 1nterette of both Oowrrwen\t but U lttwlee \o \be 
oolleot1Ye ... l'loan lntereete.• 

Followtag \be oe.-nascat1on 1n que1t1on, \ he OoYern­

•n• of Braall prooeectect wltb the neoeflllaJ"J etud1ee, ar­

r1Y1ng at tbl f ollowtng oonolta1on• 1 "Wblob ue eubll1tte4 

to YoliP &xoelleaaJ laf-nJ aDd penonallJ, aact wUil 

the eole purpa11 of .,..nut~~ a b&lh for e\1147 anc1 e.­

plaaaUoat 

1.- !be ••••a.r ef .... 11 ebowl at \be ,. ... t 
U• a e\ea41 •react tewr48 proep:::I• Uae bAl ... of 
wblob U'l app&nnt 1n lh acrt•l &114 lactutrlal 
ProclaoUOil aa4 1D ltl 4-1\11 ... f ... lp II lnl• 
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8.• 'rb11 proaperUJ h "' oo 1G1U baae1 u4 

1nd1oah1 a 1'-bla &Jl4 P'OWlnr 4en1.,..at. 

~.- t'he ~MJ of lraall 11 oo tbe _, to N• 

oonn, u lll41oate4 liJ tbe atea4¥ PlH 1n lb ftl• 

oOIIIIP&l'&UftlJ to otber ..,...no1e1, one uaor tbe MltU· 

oap lJIPOee4 bJ tbe NqulN•Jtt ot tbe p ul'ebuo of • 

d the ottlolal Pdo, Md tho oonUn110111 t .. uo tbroQrh 

NdliOOIIIlt• 

•·- t'he total Mnotarr o111'1nl1&U• (both tbe 

Ngul&r and tho Ndlloout) h, to4&7, ' 1500 000 oontoo 

or 1300f~':0""-and tho ftlut of tbo llll Ml1 11 qll0te4 

la tho t a\ 1atooo to tbe dOllar. 

15.• Ybo 'l'NaiUI'J potMIHI 2• '"- of bar trG14 and 

the BAnk of Brull bu .,.,ooo,ooo aY&ll&blt abrod. 

I.• It 11 bOJOnd doubt, tboNf-, tbat tho OOOD• 

.., of 'be o-\rJ 11 preparo4 for an4, ln4oo4, NqulNI 

the oroauon of a oo-ol'4lM'e4 agonor, whlob 

(1) lhall rogulato d ... etlo ortd1' and oontl"o1 

tile o1rolllaUae ..u- ao u to 
(a) allllJ'O 'be •luo of 'be OUJ'NIIOJ and 

o&fos1a&N Uo 1talllU\JJ 
(b) pro.oto aa4 a1oiU'O U1 oonnrUblU'J· 
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?.• Ybo oroaUOD ot thlo 1811\01 WOIIld bo bUtt OD 

(1) tile pNMDt fortlp a.banp and gold bii14111CI 

of 'bo Gcwt,_.llt I u4 tho PNIIIIt aftll&• 

blUUoolalll'aaU. 

( 2 ) 'l'bt t11114 •• bo oroato4 111 the UaUo4 ... , ... 

a.. Onoa tM 'MMI are acroo« .,.. u •o 'ho proow• 

•at of 'be r.4 ta \!ala ..-trr • tU u-t aft4 oOD41· 

Uona of whJ.ah a.pon4 wpea JOV Go~n.-d • tho OOI'IN l•t 

of INall.-14 

(1) 

(8) 

.,...,, \be Otntnl 1&1*, aftor a tb n•lla 
•t114¥ ., tllll •"or"' ... toolllllolaMI 

.......,0 to putlol,.to la tiM trlputUo 

Acroo••· 
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Ae ,_ eMt U.. .,. liP I tal &-.. ealrt 'II M 

...... wle .. ,. r ..- .- ,.. te • JNfttll -.., 

.- ua •• *' u& &te .,.., • ... •• ••• en a 
u4 .. \be ..... I'Ut.lllt~., ... CUDSRIJ &a Ulll ........ 

aUIMlMr"'et. 

fttlallr r I rte, I M 

Yll7 ..... "" ,...., 

(MIEII) a.M.DO u•=• 
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RB CHINESE SILVER PURCHASE J\117 7, 1937 
10:10 A.JI. 

Present: 

H.M.Jr: 

Taylor: 

'fhite: 

8./i.Jr: 

Taylor: 

ll.M.Jr: 

White: 

H.W. Jr: 

Viner: 

H.W.Jr: 

Taylor: 

B.M.Jr: 

Taylor: 

H.II.Jr: 

Taylor: 

B.W. Jr: 

Jlr. Taylor ' 
Jlr. Lochhead " 
Jlr. Viner· 
Mr. Rietler· 
Mr. 'llbi.te 
Mr. Oliphant ' 
llr . Opper' 

Well , here's the thi.n&. The only thing I can talk 
on intelligently is this Chinese thing. As I under­
stand it, they've got 12 million ounces ot silver 
here in one lot and 50 m1llion ounces 1n another. 
I understand they want to incr ease the1r gold reserve 
to 15 percent and it's now 7. Is that what it is? 

Just about. 

It they bring it up to 15, bow auch 1n gold would 
they have to bave? 

About 30 m.illion more. 

How much? 
About 50 m.illion, I tbi.nk, altogether - 55 m.illion. 

Now wa1t, let's get our figures. Bow auch gold do 
they own at hoae and here altogether? 

Here' a the ... . (b.and . .ing B.JI. Jr sheet) 

Bow auch gold do they o- now? 
• 

.)1. 

(On ~one) Tell Clarence Opper to come in. 

And where is it? 

19 million 900 thousand is 1n tbe United States. 

20 aU.llon, all r igbt. 

ll atllion 200 tbousalld is in Cbi.Da· 

tb.q got bow aucb gold then? 
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Taylor: 

I! .II.Jr: 

Tnylor: 

ll . l.! .Jr: 

Lochhead: 

H.Y.Jr: 

Rlefler: 

B.M. Jr: 

Lochhead I 

B.!l.Jr: 

-2-

.31 lllillion. 

Mow, wbat I thought we could do is - if we take 
their whole 62 million ounces at 45 cents that's 
28 million dollars . And tbey got bow much gold 
now? 

.31. 

Well, 28 and .31 gives tbea more tban 55 million. 

(Lochhead comes in) 

240 

Ky thought would be this, to say to these fellows, 
"We 111 take all your silver tba t you got 1n tbis 
country and give you gold, with the understanding 
tbat you earmark it and leave it here, just the 
way you1 ve left your other gold, and then if you 
need some cash we'll lend you cash against this 
gold." 

Now, here's the question I want to ask you. We 
say the price of gold is $35. Now, if a fellow wants 
to borrow -he' s got 59 million dollars worth of gold 
and he wants to borrow dollars, exchange - tha t's 
what it is - and we don't call it borrowing... Now, 
on the silver - if we could only lend him 40 cents 
on an ounce of sil ver - you c an't say, for instance, 
11We ' ll lend you •• ••• " - you've got to lend bia the 
full aaount? 

As a general rule, the loans in New !ork have been 
practicallY full, or 98 percent. 

On gold you have to lend him the full &~~ount. 

Full amount, except possibly for a ssay charges - but 
full a.110unt euentiaUY 1 yes • 

Tbat ' s what I was trying to get . Well now, if they 
want to borrow a million dollars on a million dollara 
worth of gold, we •d charge them 3 percent, wouldn't 

we? 

(Nods yes) 
And what I was tllinking we'd do - sight do wbat the 
country banks do, char&• thP 3 percent but deduct 
tbe 3 percent 1n advance. SoaebodY figure tbat out 
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Lochhead: 

H.li.Jr : 

White : 

H.ll . Jr: 

Viner : 

Opper: 

Viner: 

H.M. Jr: 

ll'hl te: 

H.ll.Jr: 

Lochhead: 

'lih.i te: 

Lochhead: 

Viner: 

B.ll.Jr: 
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mathematically, what that uounts to. But I was 
thinld.ng we'd do it that wa7 instead of charging 
them a qua.rter of one percent - say, "lf you want 
a million dollars we ' ll charge you three percent 
and if it is for a year we'll give you $970,000.~ 

Put on a bank discount . 

Yes. Then if they keep the money we ' ve got our 
interest. And I think Just for fun figure it out 
mathematically - doing it that way, what that is -
how much extra that is. 

Very little - three percent of three percent. 

For a year? 

Be 3.09 percent instead of 3 percent. 

The Secretary means the other way around. A flat 
3 percent, how much would you deduct in advance? 

~e said what the rate would be. 

If you take the 3 percent in advance, instead of 
loaning ·them a million dollars we'd loan them 
$970,000 . 

Nine hundredths of a percent additional. . 
As against - well , I think that would be enough, 
don't you think so? 

I think so - 3 percent. 

With gold collateral, anything ' s too much. 

If any bank in Jew York could have the legal rtaht 
to the gold they' d be willing to lend at one percent. 

I don' t see how you can charge tbem on the one-year 
loan three percent with gold collateral . You'd have 
to charge them your nine montha rate or a shade over 

it. 
We did that with Mexico; thq' re glad to do it. 
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Lochhead: 

B.li . Jr: 

Viner: 

Oliphant: 

White: 

Lochhead: 

B.!.I.Jr: 

White: 

Lochhead: 

H.ll.Jr: 

Lochhead: 
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You can do that, as long as 70u don't charge an;y 
co1111i tllent c011111ission. If they ' d go to a bank 
the7 1d charge 10u a co .. itaent coaaission for holding 

the loan available, charge a flat rate ot half of 
one percent or one percent as a commitment coaaission. 

We won' t charge them aar coaaitaent commission. 

Tbe7 can't get an;y coaaercial bank •• •• 

On gold as collateral? 

Guess they can get it at one percent with gold as 
collater al. 

Tbe1 ' re practica1ly using their own gold. 

Well listen, I wanted tog ive 70u bow I was thinking . 
I asked the President if be wanted to be generous 
and he sa7s, WXes . • Now, I think if we're going to 

do this thing I'd much r ather make them a deal - "How, 

Dr. Kung, I've talked this thing over with the 
President. We ' ve got this over here, we don't want 
anr more silver this 7ear, don't want to talk about 

an;y more silver, and we'l l take this orr your hands, 

with the understanding that - this gentleaen' s agree­

ment - that you will leave this gold here unless you 
have some treaendous raid on 1ou, and then 7ou use 
10ur cash balance first." Which i s 20 aU11on dollars, 

isn1 t it? 

Yes, that ' s r ight. 

•You have 20 aillion, If you have some raid on 1our 

foreign exchange, use that first . • 

And there will be a condi tion on the loan similar to 

the predous loan, that 1t will be used on11 for pur­

poses of stabilizing exchange . 

You' ll Jus t extend the loan. 

"And this aoney 70U use here is tor your bank reserve 

and it aust not go into the purchase of war uterials 

or &liT other such purpose . • You aight be lookiDC up 

Just what the other agreement is. 

The other agreeaent doesn't carr.r those tbiDCS - kiDd 
of things. That was a gentleaen• s agreeaent. 
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B. loi .Jr: 

Viner: 

H.II.Jr: 

Viner : 

B.U.Jr: 

Viner: 

White: 

Viner: 

White: 

Viner: 

H.lll. Jr: 

White : 

Viner: 

White: 
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Write it down, so I can r ead tbe stutr on what 
the agreeaent should be . It we - I was tll.1Dk1DC 
it oTer during tile night - it we• r e going to do 
this tbing, w~ not do tbe whole tbing? Tbey•re 
a pacific state and they1n kept their agree11ent. 
If you're going to do it, why not do it •••• 

I thought of - it they1 re going to increase their 
gold reserTe t o 50, or 60 millions and they'Te stab­
ilized their exchange , why not inTite thea into the 
tripartite agreeaent? If you want to do it big l 

or course, that' s what Brazil wants; tbat•s what 
Sousa Costa wants. • 

I tb1Dk it would be all to the good; they're eligi ble. 

Not Brazil . 

No, I mean Cbina. 

I endorse that Tery strongly. 

A.nd if you want to do something tor their race -
prestige - it would be better than their going back 
aDd merely saying they got an extension of credit 
here. 
Not only that, but it we could prepare a public 
statement to accoapsey tll.1s I tbiDk we could - firs t, 
we could increase t he prestige or gold, aDd secolldl1, 
increase the prestige of the whole currency stabili­
zation, aDd third , help China a great deal. 

I baTe all those things i .n ailld . 

Now, tile first thing the State Department would say -
•tou'Te got to do it with Japan too.• 

They're going i n the opposite di rection troll China . 

~bey'Te got exchange control, tlley haven' t got a 

gold .... 
They just inCreased their exchange restrictiona just 
recentlY; they're goinc in the • • • .. 
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Jake, that Westchester air is just wonderful. 

I wisb. I knew it . I'd like to get better acquainted 
dtb. it . 

I don't think you ' re going to be able to do that 
immediately, because you have to check with our 
friends the Bri tisb., a.nd the French, and so on. 

And they'd have to check with China at hose too . 

But I think it 1s certainly something to have under 
consideration. 

Looks to me lill:e •• •• 

Just one second. l(arket ' s up thirty-second of a 
point. Sterling is 95 and 11-16; franc is 86 and 
11-16. 

It looks to me like it' s a very r eal sense in which 
they ' re doing us a f avor, taking part of that gold -
dead and frozen gold which people are worried about. 

You're taking on silver, on the other side. 

If they use 1t ••.. 

If they use a credit - tllere is no interest unless 
they borrow on it. 

I know i t • 
You don't think it would be possible to aove fast in 
regard to tills including thea 1n the stabilization. 

Jilo because he ' d nave to consult w1 til his own govern­
me~t, we'd have to consult, certainly, on taking a 
new aeaber; you'd have to consult with the otllera. 

Jake who does be consult witll? He goes into a 
corn~r with hisself and saye, WJow listen, Kuac, 
old boy, do you tb.inll: this i s a good deal?W WWell, 
KUDC it locka all rigllt to se.w •All rigb.t, thoee 
in r~vor say 'IJe, • and tlloae opposed tile coatrary.• 
And Kung says, •JJe • and tile •ayes• have it. Did 
you knOw tllat be' a Vice-President of tile • • •• 
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•••• of tne Bxecuti•e Council. 

And Chiang lai-sbek ia sick. 
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WAll Jtungs in f a•or aay 'Aye.' The Jtungs have it. w 

It would take the State Department two weeks to •t 
tbrough that suggestion. 

Well, there's no iaaed1ate burry about it. 

What? 

No hurry about it. 

What do you mean? Tbe President is working -he's 
in the samtt t'rame or mind I•• in. Be doesn't like 
aOTbody who cracks 111m o•er the head; be's just 
about the saae frame of miDd I'm in. 

Well, would you fellows have something for me attar 
lunch on bow we do tbe thing - this deal with Or. 
Kung, see? 

Be fair to Yr. Baas, now . You1 ve asked bim to have 
something ready by 12. We 1re supposed to be working 
with 111m. 

Interrupted a meeting. 

Interrupted a meeting, you see. We 1ll do the best 
we can; but don ' t scold Baas if he isn' t ready at 12. 

Is Riefler 1D on the Baas thing? 

Yes, we 1 ll •••• 

All rt~Pt, dothe tax thin&· 

Give us to two or tbree; then we can have the other. 

When does he come in, at nine? 

Who? 

Kung - nine toaorrowf 

lo, at 11. 
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Now, when you get this thing ready we ' ll have 
Feis take a look at it. 

Well then, Cbina at three o'clock, not earli er 
if the taxation is to be done by 12· that's an' 
ultimat1.111. ' 
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Well , I•ve got Emil LudWig at J:JO, so I•d Just as 
leave do China at three. 

Fine, at three o ' clock. 

Any of you fellows going to sit in on this 11 o' clock 
meeting, - Open Market Couittee. 

Today? 

Yes , 

I don't care. 

Keep them on that tax bill. 

I tell you what I ' m going to suggest - if you got 
ti.me now, you two guys, anybody else - I ' m simply 
going to suggest that we start, beginning next week, 
to sell 50 million a week of billa into Decuber and 
continue the nine months, The old trick - we know 
where we 1 re at, see? So I think you people better 
concentrate on the tax thing, and then be ready on 
the Chinese . Now, on the Brazilians, they ' re coinC 
to cive us a aeaor&Ddua at four of what they ' re going 
t~ talk about; and if we ' re going to sell them gold 
o~ the installment plan, we might as well sell thea 
a little silver on installments, with the idea that 
they'd have a 25 percent reserve of silver and maybe 
a 75 percent r eserve in gold - soaething like that. 
But wbat they ' re coming in about - two thine• · They 
want to cat this idea of cattiDC cold, b~ on the 
installaant plan, aDd then baiDC able to borrow 
against it, aea? Two, they want the Treasury to 
help thea aat up a federal r eaerve 171tea. low, 
when we cat on t bat JU7be we' ll want Williaas to COlla 

up, I don ' t know. 
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You're not going to have that today - the second . 

I tbi.nk 80 . 

I don't think •••• 

Well , we ' ll see . 
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We •re going to have t his first step, which is only 
in terms or this gold credit . 

AU right. 

And I think it may be a little difficult to do One 
without Two. 

(On phone) Kr. Bell. 

Well , a~way 1 I thiD.k: t he Chinese thing ought to be 
finished, see? 

(On phone) Hello . Dan, you read the President's 
statement 'today about the ten percent? Do you under­
stand it tully now? Me too . You want to 
come down at sharp quarter or ll? Sharp. And I 
want to t alk to you about that and then about our 
meeting at 11 - sharp quarte.r or ~1, please. 

Well, I think that I'd like to have something on 
paper , and I think we • re going t o do this thing w1 th 
thea. Then I think this idea ot getting th .. into 
the t ripartite is swell. And the Brazilian thing 
isn't such a r ush, but the Chinese thing - I mean I -
why not? They ' ve kept their word . 
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!lEE'fiNO WITB EXECUTIVE COIOliTTEE OF 
FEDERAL RESERVE OPElf llARitET COIIIIITTEE 

July ?, 1937 
11:00 a .m. 

Present: 

B. !i.Jr: 

Harrison: 

B.M.Jr: 

Harrison: 

Eccles : 

Taylor: 

Bell: 

Eccles : 

R. r.I . J r : 

Bell: 

H.M. Jr: 

Burges sa 

B. ll.Jr: 

Mr. Taylor 
fir. Bell 
Mr. Seltzer 
llr. Eccles 
14!j. Burgess 
Yr. Ransom 
Mr. Harrison 
Mr . Ooldenweiser 
Mr. Williams 
!llr. Broderick 
Wr. Sinclair 
llr. Edmonston 

I don't know whether you gentlemen know it or not, 
but I think for the f irst time in three aonths gold 
is selling at a prelllium today in London. 

What ' s selling at a premium? 

Gold at a premium. 

Oh, is it really? 

How do you account tor that? 

Buying and selling. 

Demand and supply. 

I know, but I was looking beyond tbat. 

As a result of the President ' s ten percent cut 
announcement. 
That's bound to bave an ettect on a lot or tnin&S· 

Very exciting, I think - very interesting. Also, 
the Secretary or t he Treasury ' s policy ot three 
pair s of pants is pretty cood. 

They holding out pretty well, are they? 

Yes , I didn' t even wear out the first pair. 
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I 1ve asked - they ' re trying to find out - they' ve 
asked Knoke - they don' t know whether since the 
market opened the price or sterling has gone ott 
a little bit. We don ' t know just what's happening 
to it, but the Chase, I know, tried to bU7 some gold 
and couldn' t arrord to pay the price. 

That's a very good sign. 

Oh, I think it's the most exciting thing that ' s 
happened around this town 1n a long tiae . 

Is France taking any? 

Well , our figures as or yesterday were that France 
had gained since l ast Thursday 80 IDillion dollars . 

Oh, it's a lot tor thea to gain. 

They gained 80 million since Thursday. We got that 
yesterday; haven' t heard anything since. 

How much short sell ing was there before that had to 
be turned over? Did anybody know? 

No. 
(Ransom comes in) 

Of course, that would account tor some of. it, I 
suppose. 

Too early to say. 
(To Ransom) We were saying, I thought that the aost 
exciting thing that had happened - first tiae in 
three months gold i s selling at a premiua in London 
today, and that the French since Thursday had gained 
80 aillion dollars - the French. 

Very good news . 
That certainly is. It that can keep up now tor a weak 

or so • • • .. • 
Make a lot ot dittarence. Wall, it will taka a lot 
ot patience, soae cuts . 
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France could take an awful lot it it got goin&. 

The other thing we 1re working on - I aean if you 
want a little - this is very auch in the raatly 
but we're working on a deal with the Chinese, where 
we may taka their 60-odd aillion ounces or silver 
that they have in this country and exchange it tor gold, 
with the understanding they will leave the gold here 
on deposit t o earaark; which Will give thea about 
50 or 60 million dollars or about 15 percent or their 
money in gold; and I should think they ' d jump at it. 

We won't be much better orr with silver, will we, 
than we are with gold? 

Well ••. •• 

Don1t sterilize silver. 

I happen to be under a mandate fro• Congress. 

That works both ways. 

'Nhat did you say, 15 or 16 percent of their outstand­
ing currency? 

Yes, would then be gold reserve. They'd keep it 
here and we ' d also give them an agreement that they 
could borrow against that gold . 

Kust be they have very little currency. 

Well, I guess - you can figura it out. 

Yes, I mean it must be that most or the money in 
China is still coin. 

Well most or the - or course they've got 20 million 
doll~rs in cash here besides. And they've kept faith 
With us beautifully and they kept their word . And 
it belpe thea and i t coaes pretty near makin& thM 
eligible aa a meaber of the tripartite agreeaent. 

Well, that'• a better bargain for thea than tba one 
they propoeed to you soae t1ae aerlier in the gaaa. 

They haven't beard this yet; they don't know this 
yet. 
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I see. 

I should think they ' d jump at it. 

What? 

They ought to Jump at it . 
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Will you heve to issue silver certificates against 
that silver? 

Sure . 

Yes. 

You can keep them 1n cash in the Treasury . 

Not much, but steady, George. 

Listen, after what we went through the l ast 15th, 
nip and tuck, believe me, those little few extra 
silver certificates came in might handy . I never 
sailed so close to wind in my life. Di d we go 
below a hundred million any day? 

No. 

What? Came awful close, didn' t we? 

Bell: l)O. 

Burgess: 

H.ll.Jr: 

Bureess : 

Eccl es : 

Will1US I 

What gold would you sell thea? Out of inactive, 
or out of free gold 1n the Treasury, or would you 
sell them •• •• 
Well, we hadn ' t crossed that bridge. I supvose 
that - what would you suggest? 

I don' t know. I just tbougbt about it. It does 
make a little difference in the effect on excess 
reserves which gold you ~a• to sell them. 

Of course, it you got a011e • • • 

How does it! 
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If they release inactive gold and issue silver 
certificates, it puts money in the market. 

~ure, it's the same thing then. 

I don 1 t know - if they buy it from the Federal 
Reserve and the gold i s earmarked •.•• 

You mean use your gold ••• 
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••• in exchange tor silver, and i ssue silver certi­
ficates . 

I don't know . I think we could sell them the ster­
ilized gold and then issue the silver certificates. 

It makes no difference. 

It does make a difference. 

Yes, that increases excess reserves . 

That would make some difference . 

If we sold it from the sterilized, wouldn' t you 
just as leave see the thing go up about JO million 
dollars'l 

I don't think JO mill i on makes aQJ difference. 

I can't see how i t would make any difference. 

I mean as long as you r aised - I really hadn't 
thought - I think the public r eaction would be a 
little bit better troa the Treasury standpoint. 

To take it out ot the a terilized . 

To take it out ot the sterilized. 

I think so. 
I don t t think it would make the slightest bit or 

difference to excess reserves, whichever way. 

lou aean not enoucta. 
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It wouldn't aake the slightest bit of difference, 
unless you just increased your balances with the 
Federal Reserve by that amount, which is not what 
you contemplate doinc . So I don't tbi.nk it makes 
the least bit of difference. 

Listen, it you sell gold out of your sterilized 
gold .... 

That ' s r ight. 

••• that ' s releasing that gold, because you take 
for that silver, and then you put these silver 
certificates into circulation. 

And then t bey come back and make excess r eserves. 

llaltes excess reserves wh.ichever way you do it. 

No - ob no, makes no difference which f UDd -
not a parti cle . 

Not the slightest. 

That isn't the way - we first have to buy this 
silver, don' t we, and with that, say, we issue 
30 million dollars worth of silver certificates . 

Yes. 

Now, they get those s ilver certifi cates, don ' t 
they • ••• 

. That ' s right • 
.. .,and with that they blli)' 30 111ll1on dollars worth 
ot gold . 
Whichever way you do it, it's going to increase 
excess r eserves by that a11ount, unless you Just 
allow it to lie idle . The t you could do anrway l 
it bas no connection. 

You'd sell the gold aDd use the aoney to r eplenish 
your gener al a ccount, I suppose, to that extent . 

I! ou bought it tr• the Treasury, you'd use t he 
aU~er certificates eYIDtuallJ • nd thereby ~::• the 
your excess reaerYes. I! you kept eDtirelJ 
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Stabilization Fund and kept tbe silver, tben it 
would not appear any place in the market. 

That's right. 

The big broad thi.ng we bad in •1nd - we reallf 
badn' t thoU&ht of the effect on the 30 .tllion 
but the bi& broad thing we tboucht was 1t we ' 
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could announce in the first place that China was goinc 
to have a gold reserve, and, second place, tbat she 
would then b eaome eligible to become a - to g et a 
club membership. . 
But she'd have to agree to b~ and sell gold at 
quoted rates, would she not? 

Yes, she ' d - we'd have to work tha t out. 

I think they'd be sillY to do that . 

What? 

I should think that would be risky for them to do . 

But at least, George, at tbis time getting a country 
buying gold is all tothe good, isn't it? 

Oh, I agree with you. 

The psychological effect would be very tine. 

These silver Senators that • ••• 

I want to tell you, tbey' 11 like it. 

Well I know they possibly will, but they don ' t like -
know' what they ' ll like, because what you're doing is 
getting the best customer i n the world for silver 
under the gold standard . 

But they are ott the sUver standard ab'ead;r. 

You' d be surprised - Pitt-an - that whole thing 1a 
wasbed up. Pitt.an•s only interest today is, are we 
going to continue to pay 78t cents tor doaestic 
111ver? That' a his only interest . 
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Substantive . 

That 1 s b.ia only interest. Does anybody in this 
room see 8Dfth1ng the matter with this tb.ing? 
I mean I ' d like t o have, very confidential - I 
mean whether we do it before we - which tund we 
take it out or ••••• 

255 

Doesn't make aQY difference, if you use the money. 
If you used the Stabilization Fund and then held 
the cash in there instead of the - that i s , the 
silver certificates, instead of using them, of 
course it would make a difference. 

No, we' 11 use them. 

To the extent you use the money, that is, the silver 
certificates that you gat in payment of your gold, 
it doesn't make a particle of difference which fUnd. 
It would certainly seem to me the best tund to use 
would be your sterilized fund . It would look a 
lot better. 

Where it will do the most good . 

You have started in that fund. 

Be a good psychological effect. 

I should think so . 

As t•r as the gold is concerned, silllply a case of 
transferring from one earmark account to another. 

I think i t is a very constructive development . 

Anybody not like it? 

The only question I have at all, llr. Secretary - I 
think the first part of it is all right and very 
helpful; I •a not so sure that I would try to aet 
them into the tripartite agreeaent. 

Well t hat - we - in the firat place, we have to con­
sult' our other people. When I give it to them, 
they' 11 have to think it over . This particular deal 
I ' • talldl\i about - I mean most likely be cons-ted 
tb.ia week. Tba other thing - we throw that out aa a 
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suggesti on to tbi.nk about , you see . 

Yes. 

What? 

I Just think it might belittle the tripartite 
arrangement i n the eyes or the world it you bring 
in a country like Cbina today on the theory they're 
beying and selling gold, because it wouldn ' t be 
realistic . 

Believe me, it would be more realistic than some 
or the tbings that have happened the last couple 
months . 

Is China - bow is her trade? Is she creditor or 
debtor on ••• 

She ' s still debtor, but she ' s gaining awful l y ra st . 
She still bas an untavor~ble balance . 

That ' s the visible along with the invisible. 

That ' s what you don't know -her invisible items. 
~obody 1 s ever • •• • 

But on a visible basi s •• • 

Ontavorable . 

Visible unfavorable, but much less so than she has 
been tor a long time. 
That's the purpose ot t his thing (statistics chart­
book) • We • 11 give to you the l ast anybodY' s got. 

China doesn't have very much invisible, r elatively. 

Well, or course, the Chinese laundrymen have sent 
home quite a bit; that's the biggest item there. 

Just a little dirty wash, t hat's about all; clean 
wash, maybe . 
(Look~ at chart-book with B.M. Jr) There it is . 

Cbina's right here. 
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Tbe black is the exports - tbe beavy line. 

Getting pr etty - they were a long way apart . They 
were right together tbe first or the year . 

But she ' s much better, you see . 

Yes. 

They have a seasonal thing right in there every 
year; apparently they have the sa~e thing , 

Well , that helps a great deal. 

Well - and the other thing that we're think~ng about 
doing - that 1 s why I said I was going to ask Williams 
if be couldn't stay- we haven ' t got this; this isn1 t 
as easy and clear; but the Brazilians have got some 
idea that tbey may want to buy some gold on the 
installment plan, leave the gold here, and then pay 
for it on the installment basis; and then as they pay 
for it they will use what they have paid for as a 
basis to get foreign a xchange. 

They 've got a big favorable trade balance . 

Yes. 

And visible. 
They ' 11 give us a me~orandum this evening at tour 
o'clock; tben they 're coming 1n tomorrow morni.ng. 
I thought- 1f you (Will1us) would stay .... 

Will you do 8J11th1ng with them unless they get 
their debts - t heir debt arrangem~nt fixed up? Is 
there any l ikelihood? 

Well, tbey - we don't get i n on that at all. 

It' s private debts, but at the same time • • • • 

Well what they ' r e doing i s this - I haven't seen 
tbeif memorandum, but they ' r e coing to come bare 
and want t o knOW whether we'll sell thea gold on 
the :tnstallaent plan basiS, leave it bare with the 
Federal Reserve and as they pay tor i t they want to 
cat foreign excbanle· Then tbe other tbinl that they 
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want - also they want the advice of the combined 
organizations to help the• set up a federal 
reserve syste•. !ow, I thought if Will iaas -
it's agreeable to you gentlemen, let h1Ja star 
here; he could find out wha t we•re doing and keep 
you people posted. 

The Ambassador asked me if we had something on tne 
Federal Reserve, so I gave him Randolph 's book on 
the Federal Reserve. 

(Takes a bow) 

I t hink it's all to the good. Don't you (Broderick)? 

1:iurely. What would they do, paying on the installment 
basis? You' d sell them the gold, then t hey ' d borrow 
on that gold? 

On that which t hey paid for. 

Wouldn' t deliver it until t hey paid for it. 

No, we•re Scotch. 

I t hink you're wise to be . 

Bold it a s security and t hen sell i t; then, es they 
pay for it, release it. 

In other words, you' ll give the• a call on the gold. 

At least that commodity would not wear out. 

But they are obligated to buy it. 

That ' s a forward contract. 

That would tend to show that the BrazUians have 
confidence 1n the price of gold; it would have a 
good effect. 

Bow 11uch would you charge the Cb.inese 1f they wanted 
t o borrow a million dollars aaainst their own sold? 
Bow much interest would you charge thea tor 12 
montha if they wanted to borrow a million dollar. 
aaainst a million dollars wor th of gold? 
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Eccl es: George , you•re the • •• • 

H.M.Jr: How much would you charge them for one year? 

Broderick: That ' s up to the Bank there . 

H. ij.Jr: How much would you charge them? 

Harrison: When we loan on gold in transit - it' s a shor t loan­
we charge them our discount r ate . 

R.M. Jr: 'Nhat•s that? 

Harrison: One and a half. I think tha t ' s too low. I would 
charge them, I think, your average yield on your -
at least the a verage rate you pa7 on your Treasury 
obligations. 

H.ll . Jr: 

Eccl es : 

H .. M. Jr: 

Harrison: 

H.M. Jr: 

Eccles: 

Harrison: 

H. r.t. Jr: 

Har r ison: 

Broderick: 

Burgess: 

H.M. Jr: 

I said three percent this morning. The boys thought 
I was crazy . 

Too high or too low? 

Too high. 

You could charge them the average cost of your money. 

Well, that ' s about two and a half. But this is for 
the one-7ear basis . 

But if you said, "Well now, the average cost of our 
money is two and a half," that would be all right . 

I think that's fair . 

Got to make a little profit. 

You•re gi ving thea some or your money •• • • 

You're still Scotch then. 

This arrangement b7 which they ear~~~&rk gold - that 
isn' t a permanent coaaitment always to leave i t under 
earmar k . 
No, i t' s just a mor al .... No, we have this ar range­
ment with them which t hey nave lived up to under the 
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most trying circumstances; we bought this silver 
and they agreed that they'd put the money here 
that they would not use it for ~ purposes ex~ept 
for exchange stabilization purposes, and they baYe 
lived up to it beautifully, 

They treat it as part of their reserves, I suppose. 

Part of their reserves. And there is nothing in 
writi.ng; it is purely in a verbal agreement. There 
is not a thing in writing. 

That would increase reserves to the extent that gold 
is sold and they paid for it; it then becomes a 
deposit. How, if you carry that in the Federal 
Reserve Bank, it wouldn't. To the extent that they 
carried that reserve in some private bank, it would. 

llo, no, no, no. This bas 
Federal now, They' ve got 
the Federal in Hew York. 
haven't they? 

Yes, little more . 

- it ' s all done in the 
20 m.illion dollars with 
About 20 million in gold, 

Yes, but if you sell them gold no· .. and then as they 
pay for that gold, if they - if they held that gold 
subJect t o earmark, or course, it wouldn't go out, 
and you' d be all right. Only to the extent that they 
later took dollar balances would it become ••.•• 

Or borrowed against it. 

What is it? 

Or borrowed against it. 

That's risht. Only to t ha t extent would it add to 
the reser•es . But as I understand, it would be their 
intention to hold this gold under earurk. 

Bold the cold under earmark as pert or their 110netuy 
reserYe . 

As a basis for their currency. 

th '•e done it under the 1101t trying circumatancea. 
~ tn!;•re so much better orr today than they were • 
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year and a halt ago - just like a d1tferent 
people, different nation. 
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lr . Secretary, couldn' t you consider with the 
Brazilians doing substantiall y what you are doing 
with the Chinese? Instead or giving them a call 
on your gold, with no interest - that 's what it 
amounts to - s~~l it to them, then let them borrow 
from you the difference and charge them interest. 

We haven' t worked it out, but we were planning to 
sel l them this gold, George ••• 

Yes. 

Say we sell them fifty mil l i on dollars worth of 
gol d, see? 

Yes. 
Then they agree to poy for it in so many years . 

Well, tbat•s all right. 

And then with tbe right to borrow against the gold 
that tbey paid ror. Bow else could you do it? 

I'd sell tbem fifty million dollars worth or gold , 
let them pay rive mill i ons down, and give you a note 
tor 45 millions on whi ch they pay interest. 

Installment sale . 

Not Scotch enough. 

Well, I know, but you ' re 
rest or the gold w1 tbout 
amounts to. 

\ 

really gi v1ng the• the 
interest. That ' s what it 

Broderick: You're giving them a call for gold. 

Har r i son: Well, all right, whatever you call it. 

H.M.Jr : 

Eccles: 

Be wants to charge the• interest on •• •• • 

•• • on the unpaid bal•nc• · 
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Yes, but be gives them 45 million dollars worth 
of gold and takes a note tor it. 

But you bold the gold . 

What ' s the matter with that? 

It is only released as it is paid for . 

I didn ' t understand that . I thought that be 
wanted •.. • 

Ro, he'd take a 4~ million dollar note and X 
interest. 

With the gold as security. 

With the gold as security. 

Well , that works it out the same way . 

262 

Except in one case, as I understood, the first case, 
there would be no interest payment at all. 

Oh yes . 

Well, that ' s all right . 

I t works out exactly the same. 

I would not give anybody a cell on my gold without 

a charge . 

No, don ' t worry. 

It's exactly the same thin&· 

The great trouble 1s that when President Roosevelt 
was in Brazil - I mean be hatched this thing with 
the President of Brazil , and be said, ftPractically 
no charge - about one-eighth of one percent, ft 

I am wondering, Mr. Secretary, seriously whether it 
you do that with the Brazilians you aren't soakin& 
the Chinese if you do it on the two and a half percent 

basis . 
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B.M.Jr: Oh, I've got to do - what I bad in a1nd was the 
three percent . That wa1 the arrangeaent we bad 
with Mexico, 1f you remember . Mexico had five 
million dollars worth or silver and we agreed to 
loan them !'our and a half 1 which we did; we charged 
them three percent interest on an annual basis and 
they were t i ckled to death. Remember? And th~y paid 
it off, 

Harrison: Well, I won' t squabble whether you charge two and a 
half or three. I think the two and a half you can 
easily enough explain; say that's the average rate 
ot ... . . . 

Broderick: That ' s a low rate tor a call. 

Harrison: Two and a half . 

Broderick: Sure . 

Harrison: I think it is. 

Broderick: No kick on it . 

B.II.Jr: But whatever we do for any of these countries, we
1
ve 

got to treat them all the same . 

Harrison: l'hat • s what I was thinking about the Brazilians . 

B. ll.Jr: But the President talked to me about one-eightbof 
one percent. When I see hi.ll I'• going to ask hill 
what happened to his Dutch ances tors when be made 
the t s ta teaent. 

Williams: 

H.LI.Jr: 

'.Villiama: 

Well, that gives you a little idea - as we go along, 
I keep you posted . I'd like to get the advice of the 
Federal Reserve System, and their help and cooperation 
on this 1 because • ••• 
The Brazilians will show a fifty atillion dollar cold 
reserve the day after this contract is signed? 

Pardon me? 
The Brazilians will show a fifty aillion dollar cold 
r eserve the day after this contract is sicned in their 

atat•ent? 
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Brazil, sure . 

That's the reason I'd make them give you a note, 

which they also have to show. 

And in the meantime the State Department ' s got it 

cooked - I haven 1 t had a chance to talk - that the 

minute they do this, they break off their relations 

with Germany on their bloc marks and do business 

with us; and the State Department's got that all 

cooked. Then they begin to do business on the dollar 

basis instead of having t his whole complica ted arrange­

ment they 1 ve got with Germany. 

It they c an get their billion and a quarter foreign 

debts, wh1cb they are also working on - of course 

they're not paying any interest - paying no interest, 

no principal; they're practically in default - but 

if they could get them refunded, t hey ' d be in pretty 

good shape. 

The other thing I should have said, so that you can 

get the whole picture - we expect to suggest to them 

that they have a 25 percent reserve in silver, and 

we expect to sell them a l1ttle silver as well as a 

little gold. 

Follow our example on silver. 
buy s1lver from Cb1na and sell 
all right. 

Well , that's all right; 
it to Brazil; that's 

We•re going to suggest to them that they have a 25 

percent reserve in silver. 

Vaybe the e1ghth would come in there. Vake an 
eighth on that - that ' s what the President meant maybe. 

Well, those are the i deas we've been working on. 

I think it sounds very progressive and very con­

struct1ve. 
th t of these countries to use gold 

It's setting e res of their money instead of giv1ng 
and silver as a basis 
it all to us . 
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Well, it ' s all got t o be cleaned up before the 19th 
because I•m going away for ~ holiday on the 19th. ' 
So we're going to move awful fast . 

Now, Mr. Bell, will you tell your story please? 

Well, our balances are estimated at 592 million 
for July, 492 million for August, 777 mi llion 
for September . 

That's the end of the month, or the first? 

~nd of the months. Apd in those balances it is con­
templated to r ai s e 150 million dollars in Treasury 
bills during the month of July - that would be com­
mencing next week, 200 million dollars of Treasury 
bills in August; 350 million maturing in December; 
and 600 m~lion of new money in September, of which 
350 million would be used to take up the maturing 
Treasury bills. Now, that can be done either by 
issuing Treasury bil ls to the extent of 250 million 
into June, and 350 million of notes, or the 600 million 
all in notes. ~d this incl udes in the form of expen­
ditures 175 million dollars for gold in July, 150 
million in August, and 125 mi l lion in September. 

One hundred and what in July? 

175, 150, and 125 . 

That ' s 450 . 

That's right. 

How mucb new money you say in September - 600? 

600 million, but • • •• • 

300 million would be to pay •• •• 

350 ~lion would be to pay off bills. 

250 million real new money. 

That 's right. 
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We might decide to pick up in new bills in September 

the 250 . 

Sell that many more bi~s into December and Karch. 

And then the 300 ••• •• 

Selling December -you mean Just continue • •• • 

Just continue - I mean selling into December so, say, 

we have five hundred million in December, and throw 

the rest into Karch. 

Well, if we reach a situation where you don ' t continue 

to b~ gold, which we've got to reach one way or 

another, either through the desterilization or through 

a stoppage o f its coming here, whichever way it is 

met, after September, ~, your i .ncome will certainly 

very likely begin to exceed your outgo, won1 t it? 

You and I will have to find something new to worey 

about. 

That's what will happen, it seems to me, so it would 

seem advisable to borrow bills, because it 1s a -

you're going into a surplus revenue, so that you oan 

then reduce your bills and adjus t them next year. 

Beginning in Karch. 

Yes . So it would be a temporary increase in your 

short-tera ••• 

Within the year. 

, , ,Yery temporary increase in your short-term debt. 

or you could raise it through a one-year certifi cate 

or something like that. That would appeal more 

broadly to the banks throughout the country . 

Kight do that. 

But tor the illlllediate thing - the reason I asked you 

gentleaen to aeet with ae today was tbat it you asree 

and approve we ' d like to set the die to go thr
9 

ous~ba 

Ju!y and Auaust selling 50 million a week of -aon 

and 50 aillion a week of bills due on Deceaber 15 . 
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That's wnat we ' d l i ke to do . 

We talked tnis over yesterday a little. 

I mean that's what we ' d like to have unless somebody•s 
got some better idea, see? · 

I tnink that ' s perfectly satisfactory for July and 
August. And I wouldn't cnange from your 9-months 
bill, no matter how strongly I feel about it during 
tnese summer months. ' 

You talked it over with George Harrison. 

I've talked it over with nim. ~ •ve been t alking it 
over with nim for some months. 

Kung's got a pretty smart group of fellows around him. 

Very smart. 

Well , George, I d i dn' t mean to be - to talk down. 
But you feel that you' d go along cheerfully on this 
program f or July and August as f ar as anybody can 
see it i n advance? Put it that way . 

Yes, I think so, Wr . secretary. And I believe this -
that however I would continue to pursue s t udies as t o 
wha t should be the ultillate bill program and wnat you 
snould do ultillately about maturities . 

Well, it' s like so many of . these things; you sit here 
and'ner e out of a perfectly clear sky it looks as though 
we had a fifty-fifty chance that this gold thing ~•Y 
clear up. Now, t en days ago some people in the Street 
were , I guess, more blue than they nad been any time 
1n years, and if tnis thing continues for another ten 
days they' ll forget t hey ever worried about gold. I 
mean they change so r apidly. 

Yes. 

What? 

Especially if the flow is checked. 

But isn't this true, that t he flow may be checked 
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temporarily on account of gold f lowing back to 
France over a period of tillle, :yet unless the 
foreigner ceases to have interest in our markets 
and is Willing to stay - put his capital in other 
markets , we will still get gold from other sources, 
due purely to, not lack of aJI1 confidence 1n gold 
or t he price of gold, but merely due to a desi re to 
invest money in this country . 

H.a . Jr: Yes , but don't forget, Mar riner, we've got an a wful 
lot of gold that ' s here- 1 mean money, cash ••• • 

Eccles: Lots of capital. 

H.M. Jr: ••• which bas no pl ace to go . And there i s an awful 
accumulation here which, if t he Spanish s ituation 
should settle down, and everything else - there's a 
lot of places for i t to go to work 1n the rest of 
the world, not inside the United States- a lot of 
places. 

Well , to get back . Let me go around . Bow do you 
(Broderick) feel about t his? 

Broderick: I think it ' s a good program, llr . Secretary, 

Sinclair: I feel the sallie way, lfr . Secretary . 

Seltzer: (Nods approval) 

Taylor: ft ft 

Ransom: " ft 

~dmonston: 
ft " 

H.M. Jr: Or. Goldenweiser? 

Golden. : 
t St seem all right to me. 

I haven' t anything o sugge • 

Williams: O. lt . 

All right . 

~~;!'t~:v~n!~r:~~g·~~~e;~~t~d~P~~~·no~.think 
Burgess: 

Harrison: 
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Marriner? 

I !eel the same way about it. 1 don't think we can 
look beyond, however, August. 

B.M.Jr: No. 

Eccles: Be Just too many factors . But after all, all you're 
doing at this time is deciding to continue the 9-months 
bill and put out 50 million notes until turther notice 
with the December maturity. 

B.U. Jr: And you know I never commit ~self more than one week 
in advance on bills - I mean to the public. To the 
public . 

Eccles: The bill market looks pretty good. 

Broderick: Good price. 

Burgess: Last issue was a little deceptive. 

Eccles: The Federal Reserve was pretty heavy in that . 

Burgess: No, we weren't. 

Eccles: 7J million. 
Burgess: They bid it down because or what they thought waa 

going to be a heavy buying or those bills 1n Chicago, 
which didn't materialize; so they were lett hung up 

H.II.Jr: 

Eccles: 

H, lo\, Jr: 

Eccles: 

a little . 
Could 1 have a sort o! gentlemen' s agreement with 
you people during July and August as to your por t-

folio? 
What do you mean? What kind o! agreement would you 

like? 
Well I •d like to know what you gentleaen nave in 
aind' in regard to your portfolio tor July and August. 
Are you going to let 1t run ott, are you going to 
i ncrease it? What are you going to do? 

Well, 1 can. .. . 
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I mean without •• • • 

I can tell you •• •••• 

I mean I 1 d l111:e to know, 1t you don • t ll1nd , 

To aay what is going to be done in the ruture, or 
course, is a rather indefinite way - it's pretty 
difficult to make a commit.ent beyond a certain •• • •• 

But seeing as f ar as you can and always subject 
to change . 

Well , I c ould - the general thought and discussion 
has been that so long as the Treasury was borrowing 
money, until they had gotten- as long as they were 
borrowing money and were likely to oc:Uinue for 
some little time, we should do nothing that would 
disturb their market by reducing the portfolio, con­
tinue to make such shifts as seem to be advisable 
to stabilize the market. Now, t ha t •••.• 

I mean you people would keep your portfolio - I mean 
the volume as it is - is that the idea? 

Keep the volume as it is . 

As I understand • •• 

Unless somebody else has some other view. 

Ho, I don't think there would be a change in policy 
without letting the Secreta.ry know in advance about 1t. 

or course we' d let him know, but as I understand i t , 
he wonders what the concensus or opinion is now. 

Yea, whether you people • •• • • 

Whether we have in mind something. 

Do you have an;ything in aindf 

1 haven' t heard an:rbod7 express the rlew that the 
policy ahould change at the present tt.ae, ao u lone 
ae Jlr, Eccles and llr. BarrieoD e xplaiD that the to do 

Treasury 11 etill borrowing, I think tb; ~ind 
is 10 along. Aad it we haft a chang a o • 
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we'll talk it over with you, the same as you talk 
it over with ua . 

Tiul t ' s all right. 

As long a s you have to accommodate the general 
financing situation that we have, it would certainly 
be a mistake, from ~ point of view, to do anything 
by way or reducing your portfolio and reducing excess 
reserves. At this time there is certainly no evi­
dence or indication ot a~ infla tionary trend in any 
of the markets, and there would seem to be no call 
or Justification to reduce the portfolio, which would 
reduce reserves and tend to certainly increase, to 
some extent, at any rate, the short-term i .nterest 
rates. 

Well , tha t's all I want to know. I mean I Just want 
t o know, perfectly informally, it 1n talking it over 
a.mongst yourselves ••• • 

I don ' t know how George feels about it. 

Huh? 

I'd like George to express himself on •.. • . • 

Well aa I see it, there is no - certainlY there is 
no p~esent occasion for increasing the portfolio 
today . I see no imJDediate opportunity to decrease 
the portfolio today . Furtberaore - I go further 
than that - even if we should try to liquidate some 
of the portfolio this week, I am confident that the 
market as it is, even as strong as it is today -we'd 
buy more back the following week than we sold this 

week. 

I reel the same way. 

As auch &-question or opportunity, George, as 
reason tor decreasing it, isn't it? 

There is a psychological ettect ot the 1ncrea1e in 
that portfolio _ auch different market nowJ ~~ 
th ld have to be a much better reason tor o Ill 

ere th chance or course, the onl1 way 
it before taking 

1
e see it· is to let t be mat uri ties 

we'd r educe it, as ' 
run ott . 
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The way to reduce that portfolio is when the 
Treasury is reducing their debt rather than 
increasing their debt. ' 
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When that time may come, I understand that you can 
sel~ to us, altbough you can't buy from us . 

Pay them off when they mature . 

I have felt, Kr. Secretary, for two years or •ore, 
that regardless of the necessity we have had for 
buying Government bonds, that with the possible 
exception of slight fluctuations that could be 
explained by some particular circumstance, tbere 
is no likelihood and probably little opportunity 
for the Reserve System to liquidate its portfolio 
during a period when the Tr easury is in the market 
for new money . I mean no matter bow much we might 
want to do it, if we should substantially liquidate 
our portfolio during that period we'd run the risk 
of creating a situation where you could not borrow 
new money without our having to go back in the lfew 
York market to support it in some fashion . 

Well, you understand I'm not trying to put anybody 
on the spot . But as I say, I•m going to be away; 
it will be a little diffi cult to reach me at Weik.iki 

Beach - I hope . 

We hope the wires will be closed for you. 

I hope so. I just think that anything like t hat - I 

reel I'm leaving my desk clean, notblng undone . AJld 
I think I • m going to go away the best - the only t ~e 
that most likely would have been possible f or me to 
go away . And if aoybody ' s got any idea s as far as -

Wayne will be here when I leave and .... 

Where will he be when you get back? 

Well , he ' l l be here when I leave anyway. 

(Hearty laughter) 

Well Wayne ' s going hoae- be's going to go ho•e {~r 
the first time in tour years tonight, and we ' re a -
I mean your allows saw us work bare last time; eYery­
body works; but this last week was Just something nip 
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and tuck. We got George out of bed and he 
got 13 bank pre s i dents out or bed, and theye=~~ 
cooperated beautifully. 

I think t hey did . I must say I don' t think they 
could have done anything else but. 

No , but it was all right. 

Righteous self-interest, wasn' t i t, George? 

But it all worked out. 

It certainly looks like from . Bonnet's progra111 llight • ••• 

You s at here most or the time and saw us spark. 

Ye~ I said - you invited me to be her e part or the 
time, but I had enough of it so ! decided to go back 
to my own shop. 

Well, you had the chance - I mean to see as much of 
it as you wanted . 
I ' d li.ke to conclude my little philosophical state­
ment about the Federal open market oper ati ons by one 
supplement ary remark, and tha t is this, that I don't 
think that the Sys tem can be in a position to control 
inflationary tendencies through the open market until 
after t he Treasury ge t s a ba~anced budget. Tha t was 
one reason I was afrai d during t he spring that if the 
inflationary tendencies got away r r om us and we were 
put to the necessity of trying to use our powers of 
control through t he open market, we would then run 
a foul of the circumstances that the Treasury was still 
in the mar ket for new money and we'd have to stop. 

Well, the balanced budget t or t his fiscal year is so 
near to realizati on that you might say it ' s a tact. 
Now, we may miss it by a hundred million dollars, we 
may not miss i .t at all. Right, Dan? What? 

Hundred million dollars is a balanced budget. 

so r ar as - wben you think or your Social security 
funds and your baby bonds sales - I mean so r er u 
the market i s concerned, you1 re going to put a lot of 

aoney back in the asrket. 

:J 
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Every possibility. 

Every possibility. Now, the only thing to prevent 
that, of course, would be a continuation of the bl.lf-
1ng or gold to that extent, which just doesn ' t see• 
realistic . 

Well, if I may be a little philosophical, I t hink 
that both the Federal Reserve and the Treasury went 
through the most difficult period we most likely will 
have llad to go througll for years to come, and I think 
tile feet that we were able to iron out our difficulties, 
put up a united front to the public, was t he best thing 
that could have happened as far as the country we~ 
concerned. And the fact tllat we all - when we had 
our differ ences, they were always within r our wells, 
and the results. speak louder than a~ words . And I 
am personally most pleased and happy that we could 
work out our honest di fferences or opinion, and I 
think the results are speaking for themselves. I 
mean I kept that one night - I kept saying that the 
most important thing was that there should not be a 
public split between the two institutions , and there 
wasn ' t and 1 think we a ll were motivated by the same 
common interest, the welfare of our country. And I 
think maybe now we're going to reap the benefit or 
it and I want to thank all of you for your cooperation 
and patience with me, and maybe in a couple of months 
we'll begin to crow about it. 

We'll begin to do what? 

Couple months we•ll begin to crow about it. 

Well things certainly look better than they did. 
I hope you're right. If we went through it - I'd 
hate to be around for a tougher period than I went 
through ror a couple months, I' ll tell you that. 

Well, I think it's all going to wash up a bit. 

Well when you consider the difficult proble•s and 
the difficult period we went through and look ~~~k, 
~ i~ ~i{f~~~:e t~t!~u!~:n~~= ~::S~i~~~t~w~ the gold 

pro~lem, thai excesfsarllesingerv~f~ro~~~·~l~~h!h:e!txot the 
Government ncome • 
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troubles combined he-re. I think we did pretty 
darn well; as you say, the fact that we did work 
out and we are all good friends and ca.n smile again 
is a pretty good evidence that we came through. 

And no bitterness. 

Very definitely been a constructive year. 

Very . 
ll.r. Secretary, may I ask a persons.l question? '/lhen 
a-re you planning to be back a gain? 

I expect to land on the second of September, and I ' ll 
fly back. I 1 ll get back about the fourth . I was 
asking Burgess to think it over, and I should think 
that - ll.onday is the sixth, isn't it - we might be 
able to do our financing 1118)'be on the eighth. I mean 
I'll have to ask Burgess to consult with me on Labor 
Day, if he won't mind. 

You expect to get back when do you ~ay? 
The boat lands on the second or September, which 
ought to bring me back here about the fourth. So 
I'll ruin maybe Burgess's and a couple or other 
people's Labor Day and we could, say, be together 
on ll.onday, Labor Day, here or some place convenient, 
and then take one day attar Labor Day to check, which 
would be Tuesday, and then maybe announce the rtns.ncing 
on Wednesday, you see. Would that be all right? 

If it' s cash, that's awful close. 

Well, I tell you what I'd like to - I was thinking 
after - I'd want a day after Labor Day to get the 
reel of the market - one day anyway. 
How much - you've got 800 million maturing of notes, 
haven't you? 

Yes . 
So that would mean an issue of a billion-odd, with 
the refunding and the new money. 
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aa .... to annoUDCe it on Thuradar. 

Well, you'll gin ae more tiae - I thought we'd 
announce it Wednesda)'. 
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You baven' t got time. It you don't make up your 
mind until the close or business Tuesday night, 
you've got to give the Federal Reserve banks about 
a day to g et the printing and everything done, haven't 
we? 

Think it o't'er . 

Beve to 1118i1 thea "'Ut in advance so they reach these 
outlying banks. 

Before you leave town, talk that over with Bell; gi.,. 
ae all the time when I come back that you can, will 
you? Give me all tbe tiae you can. 
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Bello. 

Go ahead. 

Knoke . 

Yes, Sir . 

July 7, 1937 . 
11:57 a . m. 

You're on the loudspeaker and a lot of your 
people are here. I wanted you to tell us about 
this gold market if you would. 

Well , the gold, the outstanding feature of the 
gold market is the, its small size, with only 
thi.rty-five bars a day of the net fixing , and 
according to one bank - no business at all after 
fixing, and according to another bank - very small 
business after fixing . The price, as you !mow, 
was - established at a pennY premium figuring 
thirty- four , seventy-nine . bubsequent to 
fixing evidently low, or at least very small 
business was done, and I should say the price 
after fixing varied, stood between thirty-four, 
seventy-three and a half, and thirty-four, seventy-
seven end a half. 

Yes. 
Altogether, it was very encouraging . Great 
advantage - great step forward fro= what prevailed 
a month ago in London. 

Yes . All right ! ' 11, do you have • • ( .To the 
men in the room with him). 

All right, now - what is the sterling rate? 

Ster ling at the mo=ent is four ninety-five and 
seven-ei ghths, about , but that seems to have 
petered out after a very active ma~ket - a very 
active market in London and Paris auring the 

morning. 

I see . All right, Knoke. 

Yes, Sir. 

Thank you. 
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July 7, 1937, 
2 :36 p.m. 

Bello. 

Hello, Kr. Korgenthau. 

Hel lo, Cochran. 

Yes . 

I ' m just calling up to see whether there ' s any­
thing particularly new that you' d want to tell me. 

No . You, you got the message I sent you last night? 

Yes, I got that. 

About the British. 

Yeah. 
But today I sent you a message at four o' clock. 

Yeah. 
Just ~boUt the day's operations . 

Ub-Huh. 
There ' s nothing very exciting in it. 

Ub-Buh· · Well, I , they' re still gaining, aren't 

they? 
Yes, yes th~Y gained today. I baven1 t the exact 
figures , bUt it 1 s probablY aro\Dld •• 

•• • Yes. 

• 
another half billion. 

Ub- Buh· 
except for a l i t t le while thi s 

afternoon they had to sell some sterl1n& • 

Well now when does Bonnet put up bis t ax prograa? 

Between now and SUDda1• 

Bet ween now and sundaY• 
paruament is expected to adjourn tonight. 
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a.u.Jr: Yes. 

C: 

a .!!.Jr : 

C: 

n. L!.Jr: 

C: 

R. U.Jr : 

C: 

H. !l.Jr: 

C: 

R. l!.Jr : 

C: 

H.U.Jr: 

C: 

R.U.Jr : 

C: 

H.Y.Jr: 

C: 

R.ll.Jr: 

C: 

R. LI.Jr: 

C: 

H. !.I.Jr : 

C: 

And the Radical, I mean the Socialist rarty rill 
have a convention down at Marseille (?) •• 

Uh-Rub 

•• • begi nning Sunday. 

Yeah. 

And so the i dea is for Bonnet to make known his 
tax program after Parliament is adjaurned • • • 

Yeah •• 

. . . 
I see. 

and 'before the convention at uarseille . 

Wbat•s the significance of the convention? 

published 1n the official j~urnal 
on Saturday. 

Well , when wi ll Par liament meet again? 

Oh, this fall sometime . 

Do you mean to say they' re going to quit now? 

Yes, yes, t hey ' re goi ng to get them out definitely. 

When? -

Tonight. 
And they're not goi ng to meet until when? 

Until. 1n the autullll'l · 

Well how is he going to get his tax program 
through? 

What ' s that? 
How 15 he going to get his tax progr 811l t hrough? 

B1 decree. 

Oh, by decree. 

Yes. 
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And when will they meet again? 

Not until in the, in the autumn - at special 
session then. 

Oh, grand l 

280 

There, there ' s ~o date fixed, you see, for that. 

Well, now don1 t they have to get a vote of 
confidence before they adjourn? 

No, no, t hey ' ve had the only vote of confi dence 
they need, you see. 

I see . 

Vlhen that financial measure . . . 
• Oh, I see. 

The vote of confidence was posed then. 

Uh-Buh. 

So now you get your special decrees, and you 
can only use this authority up through August -
August 31st, 

Yeah. 

Authorty for doing financial measures by decr ee 
expires. 

Uh-Huh. 

Then you must submit these decrees for approval 
at the first session or Parliament. 

I - well, in the meantime do they collect any 
t axes? 

Well, yes, yes, the things 1ll be effective. 

I see. 

That, that' s the way they usually want it - to, 
to become operative and then get the approval 
later. 

Fine . All r i ght. Well that sounds good. 

••••• • a. re• days aco •• 
it looks now as if they will. 

. . . . . ' but 
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Good. 

Then there shouldn' t be anything through the 
summer. 

All right . 
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Be, he ' s waiting yet to see how hea.y the taxes 
may be on profit s from devaluation, and on 
securities, and so on. 

I see . 

~t by the end of the week we ought to have a 
pretty good i dea of the situation. 

Ub-Buh . 

And certainly by the middle of next - after thJI 
Marseille convention is over . 

Yeah. 

The first rear was that the Socialists would 
pull away from the Radical .Socialists . 

Uh-Buh. 
And break up adjournment. And they're going to 
be pretty some of these 
tax measures, they think. 

Ah, bow does the Spanish thing look? 

It, it looks a little better, I think· 

You do. 
I can' t get very excited over that. 

You can•t . 
That is just because I don' t think either one of 
those powers is ready to cause trouble. 

I see . 
I mean, they' ll go as tar as they can - maybe 
take a pot-shot at them once in a wblle, but •• 

Ub- Buh· 

••• don' t expect aDT war. 
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All right. Thank 70U· 

I, I ' ll get out those decrees as soan as the7' re 
made known . 

Good . 

And I go to Basel Saturday nieht . 

Good . 

But I can get them out Saturday before I go. 

Thank you. 

All right; Sir . 

Good-bye . 

Good-bye. 
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H. l.I .Jr : 
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B. U.Jr: 

B: 

H.K.Jr: 
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H.K.Jra 

Hello . 

llr . '&tterworth. 

Hello . 

Go ahead. 

Hello. Hello . 

Good evening, Sir . 

Hello "&tterworth. 

Speaking. 

Jul.7 7. 1937. 
2 : 50 p.lll. 

Good evemrtg - good afternoon. 

Yes. 
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I'm just calling up to ask how things are going . 

Pretty well, I think, Sir . 

Uh-Ruh. 
And I ' m meeting with our friends 1n the Treasury 
tomorrow. 

Yes. 

I arranged that today. 

Uh-Ruh· 
are And I think things/going pretty well. There' s 

bei:~ there's been IIIUCh discussion here, and I 
t h 1n Paris, but 8110ng foreign exchange dealer s about the we,akJ~e••• 
1n the dollar. 

Yeah. 
You mow the guarantee operated for the French 
Qo'Vernaent for the first couple of' days, and then 
I gather that the Bank of France ceased buJ1DI 
dollars. 
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And that effected the corporate and pushed the 
corporate up from four ninety- four to four 
ninety-six. 

Yes . Well, I •••• 

•••• I, I think things are pretty good 
today. The security market still has 
turned up and I believe there has been some 
new money come in from the investment market. 

Good. 

So on the whole the atmosphere is pretty • • • 

Well that•s • • • 

• pretty good. 

Well that • s all I wanted to know. I thought 
that you•d like to know that I am increasing 
your allowance by fifty per cent. 

Well, that •s very kind of you. 

In a ppreciation of what you•ve done. 

Well , that•s very kind of you. I appreciate 
that very much. 

I, I have nothing else. 

Good, Sir . 

All right . 

Thank you very much. 

Good luck. 

Good- bye. 
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RE CHINESE SILVER PIJRCBASE July 7, 19.37 
.3:00 P. M. 

Present: 

B.M.Jr: 

Taylor: 

Lochhead: 

Taylor: 

Lochhead: 

Taylor: 

Lochhead: 

Lochhead: 

H.M. Jr: 

White: 

Lochhead: 

B.K.Jr: 

lr . Taylor 
Mr. Lochhead 
Mr. Viner 
Mr. Riefler 
lr. White 
lr. Williams 

What do we do, Just sort of play pinochle until 
Berry White comes in? 

You (Lochhead) have the sue thing . 

I imagine I've got about the saae thing written 
down. "First, U. S. to purchase 62 m.Ulion ounces• ­
tha t' s a pproxiJDa tely the amqunt - "of s1l ver held in 
U. S. by China at 45 cents per ounce on usual terms." 
I'm not going into tbe details; the Federal arranges 
that. 

A question on that point. Bow about doing it on 
the same basis that you did it before? In other 
words, the average pri ce paid for it . 

First of all, if you' re going to purchase the whole 
62 million at one time, there's no question of 
average. 

There is 1n connection with your other purchases. 

Everything we have purchased from China from the 
fi r st bas been 45 cents; the average price bas been 
45 cents. 

(White co•es in) 

Maybe Barry has got •ore complete • ••••• 

You got a better memoraDdum than this yellow paper? 

It's on white paper but it's no better. 

•China to purchase gold fro• the United States with 
the proceeds at $.35 an ounce •• • . • • 

Pardon? 
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"Cilina to purcllase gold from tile U. S. w1 tb tile 
proceeds at $35 per ounce, plus a quarter of one 
percent, and agree to bold sucb gold under earaark 
at Federal Reserve Bank. Gold only to be used if 
necessary to support the yuan. 

11Tllree . Authorization of Kay 25, 1936 - tllat ' s our 
own authorization - to be renewed to October 1, 
and quarterly hereafter, if agreeable to both 
China and U. S." 

A loan on wllat? 

Row wait a minute, I'll come to tllat. 

11Cbina to r equest renewal 15 days before lll&turity 
eacll tilDe. 
"Four . I n agreeaent of May 25, 1936, gold to be sub­
stituted tor silver." 

That ' s all you need to do on the agreement, put in 
silver - that they want to bold gold instead of 
silver . The agreement is absolutely all rigbt. 

Tbese boys weren't in - I explained tbis tbing to 
the Executive Committee, this wbole question of 
wllat we're going to charge them and al1 t hat. 
Taylor, did you ~ell them? 

Yes, I told tbe• at lunch. I didn' t tel1 Archie, 
but I told the others . Tbere 1 s one point •• •• 

Mr . White gave us a very nice lunch today . 

Did he? 

Yes . 
Did be really? Wbat•s the joke? You matched for it? 

Yes. 

You son of a gun. 
When you wer e talkin& •bout October, you were talldn& 
in teras of a11ver, weren't you? 

Yes. 
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Well, now tbat you're doillg all that at one tae, 

does January look aey better to you than it did? 

287 

Oh, I would do it something like thi~ on this question 

of lll&.killg thea a foreign exchange loan, if that t s 

what you call it - advance against their gold. I 

would say that tbat was available - good until can­

celled on a 30-day notice . That ' s the way I'd let it 

be; I 1 d make it good until cancelled, and cancellation 

would be served 1n 30 days . · 

I'd give the• a definite arrangeaent for a period in 

terms of, s ay, six months • . 
(Williams caaes in) 

If you doh 1 t mind, I 'd r ather do it with mine . Let 

these fellows argue about it. I 1d rather say •aood 

until cancelled, or on 30 days." What's the harm in 

that? 

Well , the only thing is - about the S8.111e that we have 

on the Mexican agreement - it will mean you've got 

something on your books that you really have to take 

definite action to break off; if you want to break it, 

it 1 s up to you. 

Listen, these fellows are shrewd traders. They'll 

say, "All right, Mr. Korgenthau, then a t those periods 

we're going to take up the question whether we're goi.ng 

to leave the gold earaarked too." They' d have a perfect 

right to say that. 

Just take a minute and go back for Williams. 

I'm sorry that we were delayed. I was over at the 

Federal Reserve. 

We're not the Federal Reserve, we 're the Treasury . 

We're on time over here . 

I admit I •a culpable. 

You're so meek and so modest, what can we do? 

Just brilll b.1a up-to-date, would you mind? Just 

one or two..... . 
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White: China has 12 million ounces ot silver which is now 

in warehouses in the United States. She also baa 

SO million ounces ot silver here which ia held aa 

potentia l collateral against a loan - extension or 

credit which might take place. The proposal is to 

purchase trom China the 12 million ounces of silver 

at - I take it, tor 45 cents an ounce? 

B.M.Jr: That's right. 

White : And the proceeds ot the sale to be kept in gold on 

earmark with the Federal Reserve Bank or the United 

States to the account ot the Bank ot China, and the 

proceeds to be used only tor purposes ot stabiliza­

·tion or the yuan, and, I take it - though that wasn't 

mentioned - to be used only after the 20 million 

dollars now held on e armark is used up and a portion 

ot the 23 million dollars ' dollar ba lances - a reason­

able balance is to be used tor the loan. Then the 

50 million ounces of silver is to be purchased under 

similar conditions - identical conditi ons . Third, 

an extension of a loan or 22 million dollars approxi­

matel y, to be made with a 30-day clause, I take it . 

B.II.Jr: 22? 

Lochhead: It was 20 million. 

White: It's a little more than 20. 

Lochhead: 

White: 

H.U.Jr: 

'lh1 te: 

Taylor: 

B. li .Jr: 

White: 

Just 20 million. That brings silver down to 40 cants 

an ounce . 

You see, since it's gold they're leaving as collateral, 

you don' t have the same Justification for having a 

gold margin. I thought we decided to make it $35· 

Yes . 

That would bring it up to 22 plus. 

28 plus. 

llore then that . They'd have 110re than 50 aillion 

dollars aaraarked. 

'l'ne:r DOW have 20 aillion dollars earaarked. 
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And this will give them another 28 . 

And they bave 2.3 !Dillion i .n dollars . 

They have 20 and this will give them another 28. 
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This will give them.... There's 12 and the 50J 
that will be 62 million ounces at 45 cents sn ounce . 

I figure it ' s 28 million dollars . 

(After figuring) Yes, Just about. And 28 plus 20 
will be 48 !Dillion dollars which they' ll have here 
on earaerk which will be used to stabilize the yu&Jl. 

Wbat I was getting at - tbat I would call that one 
fund and let the people borrow against tbat. 

Against the whole 48, up t o as much &3 they want? 

Sure. 
That ' s daylight. Yes, there ' s no risk involved. 

No risk. 
The origiDal credit called t or 20 million or a 
proportion of it. 
I •d take all the gold, let them borrow against -
let thllll use 48 llli.llion dollars. 

You could make it a 50 aillton dollar credit it you 
want, because they only borrow against the a110unt ot 
gold. They could buy another couple !Dillion dollars 
of gold . Just give them the 50 million credit; then 
it's up to them. 
Then whet I thought was we'd say, "This arrangeaent 
is sood until cancelled on .30-day notice" - tro• us, 
or .30 days by them. 

Then there's a lumber ••••• 
I aean you've sot to give the• the saae privile&e we 
want, huh' 

(Jfo4a yes) 
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Four is a suggestion that the Secretary is consider­
ing the possibility of looking with favor upon a 
request from China to be included a110ng those nationa 
who adhere to the tripartite statement . 

I ' d put that &' little bit differently . I would say 
that if agreeable to them we would be glad to aoUDd 
out our partners in the tripartite to find out whether 
they would be welcome. If agreeable to them. 

We ' d like them tothink about whethe.r they'd like to 
belong, and if so we'd be happy to aound out the 
others on their behalf. 

Let me Just go over this. We agree to bu;y 62 llillion 
ounces of silver at 45 cents , which gives them roughly 
50 million dollars . We agree to loan against that 
50 million dollars any amount of money that they want 
to borrow, and tha tarrangement is open-ended, subject 
to 30 days' cancellation. 

By either party . 
• 

You going to mention a rate of interest? 

I want to come to that in a minute. 

Op to date, the reason wby you're extending them a 
credit and letting thea borrow against this, is 
that they can s1.Jiply s ay tbey still have credit 
arrangeaents here. 

That ' s a • • • • 

And also a gold reserve . 

A gold reserve for their currency. 

Even though they borrow against it. 

Which is bad practice. 

Now as to the rate of interest, you fellows are goinc 
to ~rgue. I aar 3 percent; Tarlor juaped on me. 
George Harrison seemed to think 2;. 
our average interest paid on all our outstandiDC 
obligations is 2 . 58, so 2; ll1&ht be a reasonable 
figure that rou could support; 3 would be ld..nd of 
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bign. Since there is absolutely no risk - theJ're 
leaving tbe gold bare - it seeas to ae to be a 

little bit - ougbt to be generous there. And I want 
to raise tbe point about charging tbem a quarter or 
a perce::1t . It you b~zy the silver, they get dollar 
balances. They could eell those dollar balances, 
get gold, a.nd then ship it back bere, and all that -
but you still want to charge them a quarter ot a 
percent . 

That's our regular formula. We have to; tbat• s tbe 
regulations laid down by tbe President - 1.! you 
sell tbem gold. 

~ou mean this gold you're going to sell them - you 1 re 
going to charge them tbe one-quarter? 

~ure, you can't do it otherwise, unless you get a 
permit. 

I'm getting nervous about you (Taylor) leaving. ~ou 
get your bat. You said 3:15. 

I'm all right. 

~ou said 3:15 . Do you want to go now? 

Couple minutes . 

I'll go out end say good-bye to you. 

(H.K.Jr and Taylor go out) · 

Barry, I think that question you bring up - tbe 
obvious answer to that i s that 1.! they were to bey 
gold 1n the London market they couldn' t sell their 
silver. 

It they want to do •• • • 

It they want to take advantage or the cheaper price 
ot gold 1n the London market, they can also take • • . • 

Would you obJect to their taking the dollar balancee, 
selliDC the dollar balan-:ea, tben bl.l11ni gold, aa 
tbe7 probably would c011e cut - tbey wouldn't oOM out 
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ahead or the gaae. 

Lochhead : We would ob ject to that, because after all the 

only reason we're bu,ing the silver, you might say, 

is in order to set up this - set up a sale or gold 

and do it a t a ti11e which suits our purpose to set 

it up. 

lfhite: You want to divorce \he transactions . You bu, the 

s ilver and they bu, ~be gold, rather than exchanging 

the silver t o r gol d. 

Viner: Rather than swap. 

Lochhead: I t ' s two separate things . As I say, the way I bad 

it there, that we bu, the silver - One - a t 45 cents 

an ounce. Two, China to purchase gold from 0. S. 

a t $35 an ounce, plus a quarter of a cen~ with the 

proceeds. 

'il1111ams: Bow much gold do you get rid of? 

Wbi te: 28 million. 

Lochhead: Figure i t would be a good i dea to show a drop in 

that s ter1lized gold. 

White: •Do you get rid om- did you hear that? 

Viner: Get rid of .gold, acquir e silver. 

B. ),( . Jr: 

(Secr et ary returns) 

Ses , I wanted to - which we discussed, and I wish 

you d get DanJV Bell in on this thing - and that 18 

this particular mechanism, which be knows 11ore about 

than anyboey else, aDd that is this question or when 

we bu, the silver, issue the silver cert i f i cates, then 

you tak• the silver certificates and - we've discussed 

it here this 110rning; I was telli.n& him - and btq gold 

out of the sterilized gold with t he s ilver certificates, 

and then the ques tion or - I don' t- know the next 110ve . 

I want the • ole thing - I'd like to have it like a 

dia&rBIII ao I can explain it - explain it to ae; I aean 

wllat happens to the sold certificates, the whole 

operation, 1, 2, 3, 4, atarti.JIC rilbt down. Alld we 

Regraded Uclassified



White: 

Lochhead: 

H.?.l . Jr: 

Viner: 

H.ll.Jr: 

'llhite: 

'1111118118: 

2!33 

-9-

all agreed, Eccles and Harrison and everybody, 

that we realized that that would increase excess 

reserves by 30 million dollars, but they're all 

agreed that it should be increased, and everybody 

agreed that it would be advantageous - very advan­

tageous - to take it out of the sterilized gold 

rather than out of any otaer fund. But I'd like 

it 1, 2 , 3, 4 · 

It would increase the reserves more than JO million 

dollars . 

I followed it all the way down; it doesn't increase 

the reserves Just as fast as you think. 

Archie, if you don ' t mind, don 1 t argue with me; 

nobody agrees on this thing ; most everybody bas a 

different opinion. Therefore, I'd like to have it, 

it' you don 1 t mind - put down each step, l, 2, 3, 4, 

51 6; and if you don 1 t aind, let Bell do it, and then 

you fellows ca.n jump on Bell. But i t 1 s like that time, 

you remember, we all went through the argument as to 

the ove~ or under-sterilization, and you fellows came 

within 60 million dollars of agreeing, and I said, 

"All right, that's enough; I'll take that." But it' s 

amusing when you get into it - I mean how .any 

things are tba t way . I think it we could do the thing 

and I think tba t t s t he whole story . 

How, I was surprised •• • • 

But the inter est rate - have you come to a decision 

on the interest rate! 

Oh no, no. Oh, the interest rate - I wanted to dis­

count it - I mean deduct it . I mean it there ' s a 

million dollars and three percent, I'd give them 

$970, 000; I want my interest first. 

Except the trouble 1s if this is going to be done 

on 30-day notice they won ' t know bow long they should 

PaT interest for, unless you want to deduct the 

interest t or months 1n advance; you' d bave a little 

difficulty, because you' re letting the loan be a 

montb-to-aonth affair. 

Wb;r doD t t you a q the average prevailing rate on 

our governaent securities! 
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Or one percent above the Federal Reserve r ate -

and then, though, you couldn't deduct the interest 

in advance . But that's generally the way those 

kind of loans are fixed up . 

Of course, tha t would come out the same. 

Yes, one percent above the Federal Reserve discount 

rate would. 

Listen, gentlemen, now look; now wait a minute. I 

s till think I know these people up on the Hill and 

if we charge them 2i and~ rate is 2 . 508, let' s 

say - it's just 8 m.ills above - they'll say, •You 

let the foreigners have it for l ess than you can get 

it yourself." Now, I don't think 3 percent is too 

high. 

Why don't you say at the preva iling rate, whatever 

that may be, on government securities? 

But it gets down to - I don't think 3 percent is 

too high. 

It's t oo high considering what you•re giving them. 

Remember, t he gold remains here. 

Short-term loan, 30 days. I 1ll loan you all you want 

on that basis at 2 per cent , But there is this thing 

to be said; this is a credit, and you could charge 

them one percent tor the credit, and then two percent, 

because on the credit • • ••• 

Why not Archie ' s suggestion of one percent obove the 

discount ate? 

Does the discount rate change? 

That would mean it'd still be outstanding three 

years trom now - discount rates 1n effect at the 

time the credit was given. 

Do they onl7 have onef 

Federal Reserve in New York, yes. 

b th discount rate. It's now two 
One percent • ova 8 three percent. What• s 
per cent, so that would make i t 
the one percent t or? 
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Siapl7 as a margin above . 

That ' s ver7 often used. 
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Well, talk it over . I tnink it's the least important . 
If it should be one percent above the Federal Reserve 
rediscount rate ••.• 

I'd postpone talking about the interest rate until 
the last minute, so it shouldn' t sound like a deal 
in which we ' re really interested in what interest 
we get. 

But I think this thing - in tbe first place, I spoke 
to tbe President - "How generous do you want to be?" 
And be says, "I think this is the answer." Now, do 
you suppose I could bave this tbe first tb.ing - well, 
I don't need it until ••• •• 

Do you want t o have your public statement prepared 
beforehand? 

Oh no. Kung's just going to r ead this ••• • 

I mean we'd like to make a public statement either 
s i multaneously or before they started so as to get 
the full effect of it. 

Well , we could do tbat on Friday or Thursday after ­
noon. 

That's very simple. 

But 70u could be thinking - now, tbe other tb.ing, 
this Brazilian thing - can we think about that 
until •••• 

we •ve been talking that over at lunch. 

Harrison made a - he gave me just what was the 
missing link in ~ brain, and I want to siva you the 
thought which be gave me, which you most likel7 have 
thought of but I hadn' t . That is, 1! we should sell 
tbem 50 aillion dollars worth or sold, we'd take 
their note back. Then on that note they'd pay us 
interest. !low tben, the adnntage to th• h tbat 
tbis 50 million dollars worth or gold shows up in 
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their statement. 

Same as China . 

It also has another adYantage. 

I mentioned t hat this .arning . 

It also has another adva.ntage . 

Except that the7 own it outright. 
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But if the7, the Chinese, should borrow, wb7 don't 

we get the same arrangement with them? The7 can still 

show the gold on their statement . 

Well now, wha tever - the interest rate should be the 

same tor both of them. 

I m~st sa7, it's a nice how-do-1ou-do when a bank 

pa7s three percent on its reserves. 

I don't see how t he7 can do that. I thougb.t the7 

were going to bey the. gold on the install.aent plan. 

Well, f OU fellows think that thing through. The other 

thing, I want to sell Brazil both gold and silYer. I 

mean I want to sell them three parts of gold and one 

part of s ilver. 

Before we can do that, we'd have to go over their 

whole banking,reserves, etc. 

Bs Ye fOU done it? 

We have done some of it . But the7 haven't come to us. 

B7 law 70u can onl7 sell them at tl. 29 an ounce. 

You haven't sold anr silYer 1et. 

You can onl1 sell it at t l.29 an ounce. 

It fOU can do that, I '• in faYor of it. 

I thought 70u said 70U could sell acme silYer tra 

the Stabil i zation Fund. 
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They don't have to bU¥ it !rom you. And they can send 
the silver here and earaark i t. 

Lochhead: If you're thinking of that, llr. 14orgenthau, I think 
I would • • •• 

H.M.Jr : We sell t hem 50 million dollar s worth of gold; t hey 
then borrow 25 mill i on dollars trom us, with which 
they go and b~ silver; i t that i sn't a •••• 

White: How do they pay for the silver 1t you require them 
t o keep gold on collater al for the loan? 

Lochhead: It may be that I ' 11 have to bey this si lver in t he 
Stabilization Fund so I 'll have sometning to sell them. 

H.!i.Jr: 

Viner: 

White: 

Lochhead: 

Viner: 

Williams: 

Viner: 

R.!4. Jr: 

Lochheadi 

R.li.Jr: 

Viner : 

B.K.Jr: 

All r ight, Archie 's got the answer. We ' l l sell the 
Br azilians the Chinese silver. 

Before it reaches here? 

It's here. 

Before it 's taken into the Treasury . Once you take 
it under the Silver Purchase Act you can only sell it 

a t 11.29 . 

I' d look up the Act and see whether •• •• • 

Stabilization Fund i sn' t in the Treasury. 

No, it ' s in the Federal Reserve Bank of New York. 

Right in my top dr awer . 

Incidentally, I talked to Cochran a little while ago. 
You people may have known it, but I didn't - tonight -

did he say t onight? 

Tonight. 

- t hey dissolve Parliament . I didn't reali ze that, 

did you? 

I beard it at noon . 

Th-.r ' re coiDI to dissolve, ao tbet makes ltt. tbat 
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much sweeter. 

When do they dissolve, tonight? 

Tonight. 

Rietler, we ca.n go back tonight . 

Fine. 
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Listen, you fellows see me through this. The Chinese 

thing is easy, and the Brazilian t bing... Talking 
seriously about you two fellows - this is why you 
ought to get on board this Hawaiian thing - this week 

and next week, unless there is some emergency that 
Taylor wants you for - that ought to clean the thing 

up until I get back, unless something goes wrong. 
Then I•d like to have Taylor to be able to call on 
you two men. I want you nex~ week - this week and 
next to clean up the Chinese and the Brazilian t bing 

and be free . 

Leaving over the weekend? 

You mean will you get the weekend? Oh yes. What I ' d 

like to do - I ' d like to get Kung, if I could, finished 
tomorrow, We have this meeting at the White Bouse at 

two. Now, I don't know whether you can get away 
Thursday; you can surely get away Friday . And then -

but I want this - we have to see what the Brazilians 

give us and then take the Brazilian thing and olean 
that up next week, and he ' s going to be in New York 

and he ' ll come back. But I understand Kung is going 

to stay. The Kung thing is much easier anyway, because 

when you get into the Brazilian thing it's the whole 

question of their wanting to set up a federal •serve 

system and everything else. 

Who has the background on the Brazilians? Why do 
they want a federal reserve, and why do t bey want 

gold r eserves? 

Williams, you're starting from zero '111 th us at four 

o ' clock this afternoon. The whole thing was, when 
President Roosevelt was down he got riding up and 
down the boulevards with the President of Brazil, 
and they got this idea that they would do this gold 
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thing this way, see? Then t hey were supposed to 

come up here and see me, which was - they' ve been 

here f or two weeks , and the State Department ' s kept 

tbem closeted for two weeks. Now that they're about 

r eady to go, they turn this over to ae - we sbould 

give Brazil a new f i nancial system 1n t wo days; they 

give us Thursday and Friday to do a new financial 

system. I think what will bappe.n - they'll give us 

this tbi~ and Sousa Costa will have to leave his 

people behind, whatever financial experts be bas, and 

let us work this tbing out. But personally lilY bunch 
1s that they ough tn 't to do the gold tbing until they 

know what kind of a banking system they're going to 

bave . Is that right? We haven' t the foggiest notion 

what they ' ve got. 

Did Wayne speak to you about the answer to Switzerland? 

No. 

~ell, we talked over an answer to Switzerland. Are 

you interested 1n that now, or do you want to see the 

draft or the answer? 

I want to see the draft of the answer, because at 

3 :30 I s aid I ' d see Emil Ludwig for halt an hour . 

When you gentlemen going to see •e again? 

Well, China - do you want something a little - this 

1, 2, 3, 4, 5? 

Well, bow t hat thing works - inside, I mean - I •ean 
I can get t hat thing. And this t hing to show Kung,. 

I would like to have it to read tonight, so that I 
could have it retypewritten tomorrow morning it 
there are aQ1 changes I want to make . I would like 

to have it at t he hotel tonight. 

We' ll draft a Swiss reply for you; l ike to talk it 
over with Williams because it' s a question of policy. 

Williams is bere in his capacity as Dean of the School 

of Administration. 

Fine. 

Is tbet right? 
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I don't know Just what you mean. 

I did.n ' t know either, but I thought it sounded good. 

Well, aQYWay, he's here to help us tor the next day 
or so. 

We missed hill today at lunch very badly . 

I was going to go around and see it you fallows 
didn't want to have lunch. 

Before I go home tonight, I'll check with you people . 
Where will you be working? 

296. 

Down this way? 

It's the lunch room. 

And then there ' s a Yugoslavian purchase of gold. 
That ' s the only other •• •• 

No use bothering him wi th that now. Yle 1ll talk that 
over with Williams too, because that ' s a small trans­
action raising some big questi ons . 

And you know about the Russian gold coming in? 

Oh yes; I think there the answer ought to be "No." 

We told them that we paid $35 less Archle•s one 
quarter, f ,o .b. New York. 

And we can quote the Act; that ' s the only basis we 
can work on. 

You (Locbhead) told tbe Federal? 

It's the Federal's answer, so we Just adTised thea. 

And if there ' s any night work, we 1ll aake Willie•• 
do it, because be didn' t have to ••• •• 

Is there any way in which we could JUke bill stay 
over the weekend beret 
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Veey easil;r. 

Don't thillk up a~ naucbt;r ones. I love rq weeltenda. 

You're unique. 

All rigbt. 
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July 7, 1937 

Excerpt tram Memo of Ur. Magill to The Secret~ry 

1 . Tax lnveetigatlon 

Ur . Daughton informed me t hle afternoon that Colonel 

304 
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Mcintyre had advised him that the President had a yery satisfactory 

conference "i th Me sere. Treadway and Crowther. Colonel lJc!ntyre 

SU6~eeted thet llr. Daughton diecuee the situation further with 

tl;e two CoJll!reesmen . Hr . Daughton WI'S apparently in the dprlt Pe 

to the precise r esults ot thP conference ~1th t he Pre~ident. 

I co t o see Ur. Daughton tomorrow morning at ten and he 

expect s to call an executive eeselon of the Committee tor sooe 

hour later in the morning . Pre~umobly the Committee ~i11 then 

deci de the later course of thP 1nveetigl' t1on ano the topioe on 

~hlch le~lelatlon has to be drawn. 

Ceaere Beaman, Kent , Tarleau, and veriou~ other men are 

noT working together on t he proposed lcglelatlon every afternoon. 

It ought to b e ready in about a week. 
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July 7 ' 19:S7 

Excerpt from Uemo or Ur. Magill to The Secretary. 

2 . Non-resident aliens 

Ur. He.e~' group presented a Joint proposal for legisla tion 

to me thin noon. It is my understanding thet everyone agreed. Or. 

Viner hae agreed upon the recommendations but would prefer t hat 

legiclation should be postponed until the ntxt session of Congress. 

I told him thnt this was out ot the question 1n view ot your letter 

to the President and in view or the tact that our economic experts 

had been worsing on the subJect froo elx t o nine months and, hence, 

would be expected t o have formulated e ~ell -rounded program. 

The recommendation 1& t hat the rithholdlng r a te on 1nd1v1duala 

end corporations be increased t o 22 percent, with the pJ•ovlslon 

thet individuals may, by filing ret11rns, secure refunds or t axes 

t hey have paid on t hei r Ame rican i ncomes in exceos of thA Rmounte 

that ~ould be payable by Ameri can citizens with similar incomes; 

provided, however, that the rate or tax peyable shall never be lese 

t han 10 percent. In the second place , t hey proposed an excise tax 

or 5 percent on capital ga1na from t he eale o~ etocke in th1e 

oountry. Thie tax will be collectible by the brokers, and will 

be enforced by stamping the purche~e price upon every certifioete 

or stook bought by a non-resident allen. When a certificate ao 

stamped 1a presented tor transfer in this country, the exoiee t.x 

will tall due on the difference between the then eale price end 

prlce stamped on the certlflcAte. It ia a7 under@tending thnt thle 

proposal baa been 1ntormelly cleared with t be State Depart•ent, the 

SEC, and t he Federal Reserve Board. 
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