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Book Pap 

!ppoiataeh ud ~dpatiODe 
llooH, Ou1 J, (Oolleotor ot lAterul ~'NIIUII, 

o1 .... .t.and, Obio) a 
lhll.ltlq (S.Utor, Obio) reporte to lllllr tllat lloore 

ie about to realCD- 7/8/)7 ••••• ••••••••••••••• •• • LXIYIII 78 

- B-

BreaU 
~ua OD pre11aillar7 di.oueiOD ot probl• with 

BraaWa PiuDoe ll1ni,ater - 7/8/37 •••••••••• , •••••••• 
lleeti.D&J preeenta lllllr, Lochhead, llhite, Rlener, Viner, 

Williaae, GaetoD, &Dd Feia- 7/9/)7 ••••••••••••••••••• 
a) lllliua &DD011D0ea propoaaa aee Bna111ea thia 

atterDOOD, &at the eawere, tballk th•, aDd. 
wueat a date Dext week tor uothar -tiD& 

Lochhead ud lh1ta report turtber to lllllr - 7/12/37 ..... 
Prel1a1.Du7 oODtereDCe baton arrin.l ot Brae111e 

dele&atiOD - 9alS A.M., 7/14/J7,,, ••••• ,.,,,, ,, ,,,,,,, 
a) lilliua talla lllllr appereDtq cal¥ two thin&• 

ia't'Olftda oa.attMDt ot appro~teq tso 111ll.iOD 
iD aold, ed diaolll!eiOD ot Oe~~trel Balllt 

IINtiDC with Bne111aD daleption - lOa)O !.II., 7/lJ./)7 .. 
S.OODd preliaiDar)' -tiD&- 2&45 P.ll., 7/14/37 .......... 
Second ... ttac- 3 P.K., 7/14/37 ••••••••••••••••••••••••• 
IINtiA& with BreelliaD &rOUP at 8a)O P.ll., 7/14/37 ....... 

a) JoiDt atate.ent ••••••••••••••••••••••••••••••••••••• 
Budpt 

91 

131 

204 

lllllr ed Ball oODter with FDR relatbe to •rec•t actiOD 
take toeard .rtecti.D& aa'f'ill&• 1A the tiecel )'Ill" 1938" 
7/8/)7................................................. 42,49 

-0 -

Oh1Da 
See ohr0Dol017 ot ieport&Dt IYIDbl Boolr. LXXXVII, peae 264 
Ccmtereaoe d.tb OIU.Ae .. 4elep.tioo - 7/8/37 •••• ••••••••••• 

a) llllr Dote• tbat •tbe pert Mlout the etM11liaatiOD -
Tripartite .tcrnne~• hae bMa droppacl 

b) Di-aiOD a• to wbether tbe terna ahall be "thirt7 
daJ'• tenu.uble or t.h1rt7 daJ'• tbmcS• 

o) Propoaed acr-eot read to OhiDeH repre-tati••• 
d) J'rocNa etartecS lant 7P1Z bee worked ao ncoeaatu.ll7, 

it U DOW acned to take ODI more etnp tonG<! 
e) IINtiA& reoeeeee eo that both IJ'OIIPI u:r work 011 the 

&DD-aJ 1 t to be nacSe 
t) lllllr repwte 011 -u• to Jlllll - 7/8/37 ............ . 

IINtlacJ pre-ta ~r, Lochhead, lhite, lliefier, YiDer, 
wtlltse•, Ga.toD, &Dd ,.le - 7/9/37••••••••••••••••••••• 

a) F!a u4 llall hen both awao•ed Join ntat.eot 
tocSq 

12 

35 

89 
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- c - (Coatined) 

ChiD& (Ccllltined) 
.Jo!At .tat.ant ia.-! at 3a30 P.l., 7/9/'J'I •••••••••• 

a) Oo~ ot .tate.eDt ••••• ••••••••• ••• •••••••••••••• 
b) lepar\ ot pre .. ooat.r•ao••••••••••••••••••••••• 

le.-4 ot oc.nraaticaa bot- IDilr &lid ObiaoM 

LXX'IIII 10l,ll3 
102 
104 

dele .. tiaD •••••••••••••••••••••• ••••••••••••••••••• 
Lotter ot aut.boria&tiGil to F~ lou •• BUlk ot 

... Torte with roprd to paroll&eo ot CbiuM 1110-
1/141)7 •••••••••••••••••••••••••••••••••••••••• •••• 

-·-
lillil&Jl4 

Boo Groat Brit&!A 
• &tMlUbatiGill Groat Brit&!A 

_,._ 

l'iD&Dcillc, Goww=.t 
S1nk1n& hilda Boll tolla 11111r that O&d• llill• 1a ~out 

to b.uo a etateaont that tho SocrotarT ot tba fro&81117 
boo no dbcrotiGR 1A tho uttar ot tba e1nk1nl tund-­
that it 1a und&to17J Boll and lllllr 4ooido to alii< 
OUpbaat to look 1Ato it and po .. i'b}¥ pt on opiniGil 
troa the Attorne7 Oeaeral - 7/ e/17••••••••••••••••••••• 

l'oroip Capitala RootriotiGR ot Ianow 
Boo tuatica 

l'rulca 
Boo St.abUiatic. 

-G-

Gold 
Boo v.s.s.a. 

Groat lri ta1A 

190 

1 

Buttorworth roporto Gil Cbuborlain'o tirot 1aportant 
pllbllo ·~ u PriM IU.Jl11ter - 7/ 8/17••••••••••••••• 120 

-.J-

.Japu 
AMr1oaa 1111&••1• follio, roporto • .Japu'• .-"enp 

poai\ioa - 7/10/37•••••••••••••••••••••••••••••••••••••• 
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-·-
look ..... 

.tilla, Gad• 
See F1Duo1Dc, ~I 81nk1ng hDd 

l oore, Carl 1. 
See J.ppo1AtMDh ud lleaicD8t1ou 

-·-
larcotioa 

wut (Superrla1Dc Trea11U17 J.ttaob~, Paria) report.• Oil 

i.nftatip.tiOil of IIIIIIUli.ng 111 ~ope, ••••• , •••• , • • • • • LXXYIII 179 

-R-

Rob~::' ~0;~~~~::.~~~~ ..................... . 
Buuia 

s.. u.s.s.a. 

St.billu.tiOD 
P'rUIOel 

-8-

Oocbnn &lid htterwortb re,POrt Oil ed,ICIIIrDIMilt of 
French Parlte·eat- 7/8.137·••••••••••••••••••••••••• 

Coohraa report• 011 Dew ti.naacial -.area aoheduled to 
appear 1A JouruJ. OtUciel 7/10/17 1A a decree 
~··i.D& about .txt-7 artiol..4t• • •••• •••••• • ••••••••• 

Butterworth report• oa. S~'• repl.J' •-el'DJ..DS 
IIIIC&eatiOD that a-t nait t..doa - 7/lJ./3'7·· ·· ··· 

Great Britei.nr 
Butterworth report.& oo Cbuberla1A'a tirat iaportaat 

pgbllo apaeob a a Priae lliDieter - 7/8/37 ........... , 
Sir Frederick PbiWpa to Tiait hahiDctOD oo hie n:t 

to CanacS&J Bl&lr tella Butterwort.h to ..U all 
arraas-ta ao that be will be 1A tb1a ooomtry at 
.... \t.e- 7/12/37 •• ••••• •• •••••••. ••••••••••••• •• • 

llrit-lalldl 
C&t- -erlli.DC Secret&r7 ot freulll7'• -

to letter ot 6/17/37 a~ b7 Beowm &lid ~r -
?~)? • • ••••••• ••••••••••••••••••••••••••••••• ••••••• 

a) Cow ot ••aace tor CoohnA aad latterwort.b ...... 

lllritMrlaad 
S.. StabillatlOII 

203 

120 
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Tu 1ft1lca 
BuUt• n• ~u•t• pend•li• of T~ (lo!Dt 

Ccacre .. l-1 a--s.t.tee ca Tu ..,.11• Ul4 AYVid•noe) 
to pr .. IDt. •~• of UN ot l.ooJibole• liT llllllllerl ot 
BooHYelt faal~, alr, Ul4 llll8r - 7/8/37 •••••••••••• 

llllr ad Doucbtoa ap.1o OODter - 7/8/37 •••• •••••••••••• 
a) Doqbton report• Uaat rt8 11 tb~ vpeet 

alr dieouMe with Doucht .. tioar report Uaat Plllh 
expect• to brill« certain obarp• •pSn~t hl• tathlw 
aDd hiaa~- 7/.V37·· · ··· · · ·••••••• • •••······~· ····· 

BMJr alao ooo.ulta f1aa~ ~laDtuokf) •• ••••• , ••••••••••• 
- . ) • • Capper Ianaaa ••••••••••• • •••••••• • 
• • • Lafollette (liaa0D11D) •••••••••••••• 
• " • Cooper (t.-uae .... ) •••••••••••••••••• 
• • • • Oull.ea ( ... York) ••••••• , ••• , • •••••• 

BMlr tbanke f!D.- for all ooart.e.,- 7/9/'J7, • ••••••••• 
• • DoucbtaD . • • - i/12137······· · ·· 

!ueti• 
P1aa propoiiCl b7 a..., Opper, llietler, f!.Mr, 111ite, 

Ul4 ZUcker for tuiJ1C Dal-relid.at. all- Ul4 -­
relidiDt fore~ 601pooat.iaaa- 7/8/37 ••••••••••••• •• 

-U-

u.s.s.a. 
For rea,., of ocmtarenoaa • &old, 4/ll/'J7-7/l7/'J7, 

- look LXIV, pace 79 
l'm'tber ocat...-e with I)M•neq OODOerniq aoJ.4 -
7~)7 •••••••••••••••••••••••••••• • ••• ••••••••••••••• 

look .... 

LXI'fiU ll ,. 

7 
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H.II.Jra 

I:! ell a 

l! .at.Jr: 

th 

I! .II.Jr: 

1:1 : 

I:I.II.Jr: 

tl : 

H.II.Jr: 

B: 

I! .M.Jra 

a: 
ll .ll. Jr: 

1:11 

I! .II.Jr: 

Hello. 

Good morning. 

Hello, Can. 

Ju1y 8, 1937 
10:04 •••• 

I thought it was rather important that 
you get this dope. Ogden Mills called 
ae this morning and I bad quite a long 
talk with him over the telephone -

'lea. 

About the s1.Didns fund. fie's maintaining 
that the ~eeretary has no discretion in 
the sinking fund and that it is mandatory. 

Yes . 

I a.rgued quite a bit with him. Be 1 s gone 
out to see Parkson who drafted it originally 
and Gilbert and one or two others, who had 
a lot to do with it and they all take the 
view that it's mandatory, and apparently 
he 1 ll coae out with soae statement shortly. 

Xes . 

I think that it is probably important that 
Oliphant look into it and ~be talk to the 
Attorn«Y General about i t and get soae opinion. 

Yeah, all r ight. 

Don 't you? 

:t ep. 

Cause I have an idea that he's going to 
1aaue quite a blast. 

I see. lie says we• re not maintaining the 
prino!pal 1n fairnesa to the bondholders 
and all that business. 

1 
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B: 

R • .:t . Jr .: 

B: 

R. r! .Jr.: 

H . .. . Jr . : 

R. K. Jr. : 

B: 

!I. M. Jr.: 

B: 

a . li . Jr .: 

B: 

H. J.I.Jr.: 

B: 

n. IA . Jr.: 

B: 

R. :.t . Jr . : 

- 2-

I tried to argue him out of it but -
it is quite important that you have the 
flexibility and financing operations -

Is he in town? 

No, he ' s in New York­

Oh, I see . 

Called me from New York. 

I see. 

But I do hlnk. we ought to have Oliphant 
look into it and -

I•ll do it right away. 

All right . I 1ll do it if you want me t o . 
I Just thought t hat you ought to know about 
it . 

No, .. Itll1 Qill him and - have you beard any­
thiM«,t¥olll the White Bouse? 

Nothing more t han t wo o ' clock and all I 
can get out of it is that it is the inde­
pendent agency. 

·qen -

And not the Cabinet. 

All right . I ' ll -

Yeah, I unders tood he was going to have 
the Cabinet on Fri day separately. 

Well, I ' ll get hold of Oliphant right a~ay . 

Thanks . 

All. right. 

ooOoo 

2 
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Ye b" ha4 a prelia.ll:l&r)' 41oouedOD ot the Br&~lli&a pl'Obl• 

11'1th the Bru111&D Fili&Doe ll1nieter, 11114 hA" nlait1:ed to hi=l a 

eer1ee ot quetl..,.. 11bloh he be proal .. d to dbou .. 11'1th ue Frlclq 

t.ttorDOon &t lltliO p.a. Tbeoe tall blto thrM pooupea 

(a) !'be eoo-'o 11114 tilwloial d tll&ticm ot Bru11. 

(b) !be &clTieabUit)' ot eetablllhill;o a uw -tral bulk u a 

lllbetltllte tor the B&llk ot BruU. 

(o) q.,.ett ..... rllat1Dg to sold. 'l'he aabl qu.tet1QU ..... , 

1. Adrleab111ty ot a oCIIIIitaiZit 'b)' ,.. to eupply sold 

to Brasil 1A "'"" det1n1te aount, the sold to be 

aotual:~¥ aoquired 'b)' BraaU 1A tnotallmiZitl o.,... a 

period ot tiae. 

z. Dollar or .. uto to be turni•~ to Brasil acatnot 

sold oollatoral, purpo1o1 ot euoh orodite, rate ot 

1Dtoreet, oto. 

a. The queet1on ot 'lllat 11 a adequate 1old rooor.- tor 

Br&~U, hArtll& ,bl ablcl tho tnetai>Wt)' ot her ozporte, 

oto. 

t. '-' BJ'&&Ui&D prochaot1oa ot pld. 

U'tlr our ocmtor- with tho Br&alli&De, w contorrld 11'1th 

Dr. Pete. We all boUne that thie Br&a111a probl•, tu.a 1A U.o 

3 
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nUHt:r, 1a too 1..-ce aa4 preaeah ~o -.:r ....... uta1AUea to paraU 

ot apaaciT bu4liac. !bare are, boftftr, aoae po1Ah oa wlliob tairl:r 

proapt acreeaeat could pro'babl:r be rea4bacl. lie eugeat &a • woatac 

procru that we atteapt to rea4b nob &a acreeMnt now, &ad tb&t we 

le&.a tor conUnuiJic atud:r, exteii41DC probabl:r o ... r a partod ot aontba, 

botb iA Brasil aa4 bare, tbe larcer aepacta ot tbe probl-. 

J:r W8T of Ulwotr&UOII, we could paJ'b&pa - r...:b &a acre-\ 

t o tbe tollowtac ettect: 

1. lie are m1tuall:r lntereeted 1A queeUona ot t-.de d...,e1o~t. 

2. We are .utuall:r intereeted in tbe question ot debt aer.ioe 

aetUeaat. (We Ullderetalld tb&t tbeae two queaUona ba ... 

been b&lldled b7 the State Departaent.) 

J. Wa are &lao wtuall:r illteraa\ad in doiac ..... ~Mne pcadble 

at tbie tlae to proaote at&b11tt:r 111 our aonetar:r ra1atioAa. 

!o tbia elldl 

( a ) !be Ulli ted Statu 1e prepared: 

( 1 •) !o aell cold to llrutl 111 excb&ace tor the 

tore~ ourre1107 b&l&AOea Brasil now baa , ( wbiob 

we Ulldaratalld ...,,...t to 1>8,000, 000). 

(2') !o accept Jlresll'a doMaUc soU 1111ppl;r (aow 

10 Mtrlo tone, approxt•t•l:r $JO,OOO ,OOO). 

(J•) !o acr•e ~ ae11 cold to Brasil 111 the tll\ure 

in 81>0b ...,,... .. aa4 at nell U•a u llrull 

a:r -..,.. eseba•p to paT for 1\, 

4 
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(t• ) to nppl,., n • rUe ot lateran, 4ollar 

'belu- to llrasU aptut ~- plcl u 

oollaten.l, nab 4ollar bal.&A- to be wt..S 

oxolwt1wl7 tor oxobenco etabUbatiOII• 

(b) !U 1hdto4 !Jtatoa 1a tld'thar pnparo4 to lllldortU. 

-':i.DRiB& oollaboratioa with Bruil Sa tho er;pl-­

"- ot tbe tarcor quoet1,.. rd.a..Sa 

(1 • ) It .Ul be cUd to pw toolmloal uaietaM 

u4 a4noo 1t 4oa1re4, Sa -otloa with taw 

quetloa ot anab11*1B& a OCitnl belt Sa 

BruU. 

(2') It '11'111 bo clad to nploro turthar tbe 4odr­

abi11t;r ot a o~ta..t to nppl7 col4 to 

Brasil iA .... 4etiA1to -t. 

5 
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1. Tbe Uuited States is pr epared !!!!!' 

(a) 'l'o sell gold to Braa1l 1D exchange tor the tore1p ourr.noy 
balanoes Braall now haa (-.blob we underatand •ow:tt to 
1.8,000, 000) . 

(b) 'l'o aooopt Br aa11 '• dca .. t1o gold ouppl;r (now 10 aetrio t011.1, 
about tl!O,OOO,OOO) tor oanaark. 

( o) To avoe to sell gold to Braa11 1n the t"olture 1D nooh •oat• 
and at auch tlaes u Bra.a1l aq han emhallgo to PI:/ tor it, 

(d) To auppl;r, at a rate ot 1Dtoreet, dollar balanooa to BraaU 
af;a1Dst ooi-rlced gold u oollator&l, auch dollar balanoea 
to be uaed ezolulln l;r tor emhallge otabUiaation, 

2 , Tbo United Stat .. ia further pr epared to undertake oont1Duing 
oollaborationa 

(a) It will be glad to g lTI toohnloal aaaietanoe and &4rloe 
11' deaired, 1D oonnooticn with the queotion ot eotabl1oh1Dg 
a o111tral bank 1D Bralll. 

(b) It will be glad to ezploro fUrther the dealrab1l1ty ot a 
ooaa1baent to ouppl;r gold to Bradl 1D scae det1n1te •OIIDI:• 

6 
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In repl7 refer to 
Dl 8el.51/2781 

~"'!. """""" A 
DEPARTMENT OF STATE 

WASHINGTON 

.1~17 e. 1937 

JCr dear Ill'. 8eareter7t 

ft'hreterenoe to WfT leUer ot J"aDe M, lt87, 

tol"1rU'4UUc ter 70V 1ator•Uon a oop7 ot 'he 

teleczoaa tro• tile lllbuq 1A Moaoow oon..-1Dc tbe 

lion•• gold 1D4ll••1'7, I aa enoloi1DC .. ot po111ble 

1nhr11t &DOther telepaa tro• the lllbal17 on tbt 

.... lllbJeot. 

11noerel7 JOill'e, 

!be Ho110rable 

HearJ Morce~a'hau, Jr., 

learetar7 ot tbt !rea11U'7. 

:1 121 
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'" D rpurtrntnt of -.au 

ESCLOSUltB 
TO 

Seoret~ .. or .Jo~----·---·­
'l'reaeur7 

--
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lleoretar7 ot State, 

Walh1neton. 

153. Ju.l7 7, 11 a.a. 

Emba••7'• 127, June 22, 11 p,a, 

lloeoow 
Dated. .Tu.l7 7, 1937 
Reo'4 10:20 a.a. 

J'roa an ad41tionel unotticial eouroe Which 1e oon­
eidered to be reliable the Eabaee7 hae been intoraed. 
that tor reaeone wh1ob were outlined in the labaee7'• 
telegraa w¥ler reterenoe in the paet e1x aonthe the pro­
duction ot gold in the 8oTiet Union hae not equalled. the 
planned increaee and hae in taot been deoreaeing in aan7 
regione, 

Partial contir-tion ot t b1e 1ntor.ation obtained. 
b'oa priTate eouroee wu attord.ed b7 an article pu.bliehed. 
J\ll7 5, 1937, 111 the II> SCOW PRAVDA. !hie article takee 
the part7 organi&ation, and particlllarl7 the director, ot 
the Ohiet A4a1n1etrat1on ot the Gold and Platinua Ind.uetr7 
to taek tor een4ing !rotek71ete to gold O&al)e and tor per­
aitting the taleitioation ot the 198e report ot the Orek 
etate truet tor copper and. gold a1n1n1r. Recar41nc tbe work 
ot the Cbiet Aainietration ot the Gold and Platimm 
Ill4uetr7, the article oonclud.ee with tbe tollowinc etate­
•nt: 'In euoh a etale ataoepbeN of und.iiiCil1ee4 oppor­
tuniea and tiNct coapl101t7 with eneaiee ot tbe people 
it U not e1D'prie1ng that tbe oarr7~ out ot the -i­
annllal production plan hae been 41enpte41 • 

DAYIII 

10 
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COIIIWiii .. -----~ 

~ongn• .,. t11r ltmtdl ~ 
lnJt ., l\qrdtlllaltbd 

-...a..-. a. c. 

Ron. Allen T. Treaclny, 
Houae of Repro8 entativea1 

Waahington, D. c. 

Dear .Ulena 

July a, 19ll7e 

..• 
I woulcl appreciate it U you woulcl ul< the Joint CCII(;I' .. ., 

ional CeliDitteo 011 Innatit;ation ot~ax aion &IICI 4voicl&Doe tor 
~rmiui011 tor me to appear before thea .crrow, hidq, July ~ 

or any ti• next weal<:, to preeent e in ooJ~Motion with the 

Rooaevolt t...Uy in order to av ~nt ot Federal fueao 

In aclclition, I want . uent ertclenoe that theee 

11 

uae of loophole• within the~inx ~era ot the 

loophole• have been u"~ rr;enthau1 Jr., ancl Henry Korg«ontht.I&1 Sro1 

and to aak that the ino a ot acas ot the large Dflooeretio 

contr ibutor a be inneti · tecl b the Caaoittee, which -• I will 

aubmt, in order~o ov there 1a no partieanahip by the 

Treuury Depart.... the aaion of DIMe to the C~ttee. To 

date there h&To n two prcainent O.Oorata -cl, wbereu 

there haTe been a o teq tortr Republican/ &IICI anti..._ Deal 

oontributora who en -arecl in the public preue 

I han no intentica ot wlr1ng any ch&rg .. ar;ainat the 

Preaident or ul<inr; for hie inoOM tax return, beretS placing 

before the Cc:a:Uttee a ata~nt acle by the President hilDaell' • 

fn yeara ar;o in which he adldta telcillc actrant&«e of exiating tax 
avoidance loapbb' ... 

I underatoocl tr<& llro DWf:btCIIta ata~nt in the Boua4 ot 
Repreaentativea a fn daya ago that I would be ~l'lllittecl1 •• a 

Moaber of Coagreu, to ap~r before the C~ttee with the o011-t 

ancl apprOT&l ~ t l'lo !!opu~li~ ~erao I 1 cGGaequently1 r­

t hia requoet and would appreciate it U you would lubldt it tor 

favorable actlan to your Cooaaitteeo 

8inoereq yoar&a 

lfd.--~14--~ 
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MEETING WITH CHINESE July 8, 1937 
11:00 a .m. 

Present: 

a.M. Jr: 

Oliphant: 

White: 

Oliphant: 

H.JA.Jr: 

Oliphant: 

B. lt. Jr: 

White : 

B. r.t .Jr: 

White: 

B.K.Jr: 

White: 

H. M. Jr: 

Oliphant: 

Dr. H. H. Kung 
Ambassador Wang 
Dr . P. W. Kuo 
Dr . Lee 
llr . Olipha.nt 
llr . Lochhead 
Kr . White 
Dr . Feis 
Dr. Viner 
Kr. Riefler 
llr. Williams 
llrs . Klotz 

Listen, I see you fellows dropped ott the part about 
the stabilization - tripartite agreement. 

Isn't that your desire? 

Berman was of the opinion that's what you wanted . 

Going to use your bunch. 

I 1m not going to say a word about it. You're clair­
voyant. 

Clairvoyant. 

No, I wasn' t going to mention it . 

There's one other change I want to cal~ your attention 
to . Wet ve got the two ways - you going to read it 
over now or want me to tell you about it? 

Well, what ' s different? 

There are two ways. One is "this arrangement to be 
terminable on 30 days' notice," the other • • ••• • 

Just one second . Go on, Barry . 

The other was as you have it there, with a fixed 
date . Tbat was Clarence's thought, and Beraan 
thought it was preferable, for reasons of their o~. 

I want the 30 days ' notice. 

It's 30 days ' notice, but wi th a fixed data and 30 
days thereafter. 
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H.M. Jr: 

White: 
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White: 
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White: 
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H,!A , Jr: 

-2-

Fixed date and JO days. This other is 30 days 
without a~ f ixed date. 

Where does it say J O? Oh - •To be terai.nated on 
a date mutually agreeable - on a t least JO days ' 
notice , " 

That ' s the way we did it in the pact . 

Well, get hold of that thing. The point is, if we 
can have a date, then he can have it . It ' s got to 
work both ways. 

These are different? 

One says "JO days terminable" and the other says 
"30 days fixed. " 

Which do the lawyers prefer? 

The one in your right hand. 

"Definite date mutually !freeable, unless renewed 
from time to time." That s all right. Have you got 
another copy of that? Herbert Feis kind of chewed 
this up a little bit. 

Rave you another copy of this one, White? 

Yes, I 1a looking for it, 

(The Chinese come in) 

Have you met everybody here, Dr . Ieung? You know 
everybody here. 

(Chinese are seated) 

Dr . Kung, when you were here the other day, you 
reminded me that I sent a message to you once that 
we could do business in two hours . 

Yes . 

So I thought I would go at this meeting this 110rning 
in that spirit, and try to make it in one hour . 
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!tung: 

H.ll. Jr: 

Kung: 

B.ii.Jr: 

Kung: 

H.loi.Jr: 
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All right. 

And furthermore , rather than - Ch1na end the United 
States have established such a wonderful friendsh1p 
now that, rather than try to bargain with you, I 
think I 1m going to make you a proposition wb1ch is 
even better than you think. 

Well, thank you. 

And instead or saying, •Now, I want to go so tar,• 
then go a little better, I 1m ~ to g1ve you the 
very best I 1ve got. 

That's very good. 

And I ' m doing this after talking w1th the President 
of the United States, and the President said that he 
wanted me to do everything possible for Ch1na to 
continue our very pleasant friendly relations. So 
with that in mind I have Just written down so aucb, 
see? And this is what we think will be good for your 
government and good for us . 

What I propose is this, that "The United States 
purchase froiD the Government of Cb1.na the 62 m1llion 
ounces or silver now held 1n the United States at 
45 cents an ounce on terms siMilar to those applying 
to the earlier purchase from China . " Be the same 
technical arrangeMents • 

• 
"2 . That Ch1na use the dollar proceeds from the sale 
of silver tor the purchase of gold from the Unite<1 
States at $35 an ounce plus one-quarter of one percent, 
and agrees to bold sue~ gold under earmark at the 
Federal Reserve Bank of New York and to use that gold 
only for the purpose of maintaining the stability of 
the yuen exchange. 

"J. For the purpose of stabilization of the yuan 
exchange, the United States Treasury, acting throuch 
its fiscal agent, the Federal Reserve Bank of New 
York, will be prepared to provide United States 
dollars up to !10 m1ll1on dollars in exchange for 
en equivalent aaount of the yuan contingent upon a 
repurchase agreement aDd upon the uintenance i n tM 

United States of collateral to the equivalent aaount 
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B.M. J'r: 

Kung: 

H.M.Jr: 

Williams: 

R.J.I . J'r: 

Williams: 

B.M.Jr: 
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of gold . • In other words, we are prepared to loan 
you dollar exchange against the gold, just the way 
we di d against the silver . 

15 

"This arrangement to be terminated on a definite 
date mutually agreeable unless renewed troa time to 
time thereafter by an agreement on at least )0 days' 
notice . " Both ways . "Interest on the amount ot 
dollars to be given up in exchange for the yuan to 
be charged at the rate of one-half of one percent 
above the discount rate of the New York Federal 
Reserve Bank" - which is one and a half, so today 
it would be two percent, you see? That's the whole 
story. 

Well, very well. 

Would you like to look at it? There's the whole 
story. (Bands statement to Kung, who reads) 

This is blank? - "Interest to be charged at a rate 
of •••••• " 

I only decided that five minutes ago . We wanted to 
give you as favorable a rate as possible . That would 
be at one half of one percent above whatever the 
discount r ate of the New York Federal Reserve Bank 
would be. Now, at present it is one and a half per­
cent, so that makes two percent. 

I see. 

Now, if money should get dearer, there is a slight 
chance of that going up . The chances are, if any­
thing, it might go down. But it would be a half of 
one percent above whatever the rate... Williams, 
how long has that r ate been one and a half? 

Oh, it's been there since 'JJ or '34 - 'J), I think. 

'linen, ' JJ? 

'JJ . 
So tor three years or tour years the New York Federal 
Reserve has had the same discount rate, one and a hal t 
percent, so the chances of that changing are not very 
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Kung: 
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H.M.Jr: 
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great, I mean I wanted to make it as r easonable 
as possible and still at a rate which I could 
explain. 

Yes. 

And we felt - ae put that in feeling that it is an 
advantage to you to be able to have that 1n case of 
an emergency. And again, it just doesn't let the 
outside world know - you know that some of these 
countries that have been so anxious - they have 
never yet found out what the arrangements have been 
between our governments . Ever so often they have 
come 1n and asked. I remember one Embassy sent 
somebody 1n here who said, "Oh, by the way, what 
is that arrange•ent you have with the Chinese 
Government?" I said, "Men have been shot tor less 
than that.• So he said, "All right, forget I asked 
the question. " · 

(Hearty laughter) 

~saw the President yesterday and he told me •• • •• 

He told you about this? 

He said you had a conference with him, got everything 
fixed up satisfactorily. I thought he was very 
gracious. 

Well, I spoke to him in the morning and asked hia, 
and he said, "Go the limit . " 

He sai d he thought I was getting along with the 
Secretary of the Treasury, Mr . Morgenthau, very well. 
I said, "0h yes, we ' re getting along famously." 

Well, you see, this silver - ot course, a lot or it 
isn't even melted down, you know, and we'll take 
how •aQY - Archie? 

Probably be six aonths before it ' s tinslly cleared 
up. 

But if this is agreeable to you we may take the 
thing at once, and - I forget - they make oertein 
allowances, whatever they are, tor coins . 
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Yes. 

And we put the gold to your credit r ight away. 
And I should think it would be helpful . 

Oh yes , and it's very good of you, really. 

Pardon me? 

Very good of you to give us such assistance and 
cooper ation and further evidence to show American 
friendship for Cbina . 

Well, that ' s what we'd like to do . , 
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And, of course, the reforms we aake are not only 
for the benefit of our country alone, but are also 
for the benefit of those who trade with China . And 
now the America.n trade, the foreign trade - in China ' s 
forei gn trade America comes fir s t; so I think any 
system which could make for the stabilization of our 
currency means also a good trade for America . 

We want to see a str ong China . 

Yes, that ' s right. 

That ' s what we want to see. And I've said to your 
representatives when they were here before that we 
were willing to take our chances with the Chinese 
people, that your memory would be long, and that has 
proved to be so. 

And what we'd like to do, Or. !tung, if you want -
maybe you' d liJe to leave some of your people behind 
here and they can ask some - any technical questi ons 
they'd like t o. And then, if this is agreeable, why, 
we thought you might like to Join us and give out a 
statement tomorrow from the two Treasuries. 

Yes . 

And your people could stay behind; they could work 
on some sort of statement. Then if you care to coae 
here to110rrow aaybe we could give it out - see the 
newspapermen toaorrow. 
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H. lli.Jr: 

!tung: 

Wang: 

Kung : 

Wang : 

B. M. Jr: 

Kung: 
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Wang: 
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!tung: 
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Wang: 
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Kung: 

Wang: 
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Wang: 
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Tba t would be agreeable . 

You going to be here tomorrow? 

Yes. 

In the morning he will be ·occupied . 

Well, we can come early . 

Very early, or, if possible, the afternoon - or 
noon, be all right? 

Unfortunately, we have Cabinet once a week, but 
I'll make it any time you say, say, from sun-up; 
you couldn' t make 1t the first thing 1n the morning? 

Oh yes; 9 o ' clock, 10 o ' clock, 9:30. 

9 : 30? 

(Nods yes) 

Would that be all right? 

Oh yes. We 1 re going out to - we're going to honor 
soldiers. 

Wbat time? 

Arrange to start from here 8 : 30. 

In the morning? 

To be at the .. . ... 

•••• Arlington at 11. 

Well then, you couldn't get he.re at 9 : 30. Be 
couldn' t be here at 9:30. When could you get here, 
Mr . Aabassador? 

I think it 11:30 is convenient tor :you we ca.n be 
here . 

11:30 would be tine. 
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Kung: 

H.ll • .Tr: 

Wang: 

H.K. Jr: 

Kung: 

H.K.Jr: 

Kung: 

B.ll.Jr: 

Kung: 

H. ll. Jr: 

Kung: 

H.K.Jr: 

Kung : 

H.K.Jr: 

Wang: 

Kung: 

B.ll. Jr: 
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We can start earlier - start at 8 and get through. 

Would that be convenient for you? 

Be fine. 

Kake it ll:)O. 
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I tell you, can you leave some of your people behind? 
Then they can ask the questions and work this out. 
Then we can get out a joint statement . We ' 11 have 
the newspapermen come in and we'll say, "This is 
what we have agreed on." 

Yes, sir. 

Then we get our pictures taken. 

(Laughs) 

Bow's that? 

All right . Kr . Secretary, I say you are not only 
an expert in finance, I say also you are expert in 
diplomatic ••••• 

No, I 1m afraid not . 

You know wey I said that . You say you want a strong 
China, and that is really a far-sighted statesman' s 
view. If you have a stronc China, you will have 
security and peace, and the peace of the Far East. 

I know. . 

And that ' s what you want, and we're interested. 

That's what we want. 

I think Dr. Kung meant to say he 1s not onl7 the 
Secretary of the Treasury but he is a great etateeaan. 
See, that ' s what he had in •1Dd . 

That's it. 

Listen, Dr. Kung, I boucbt all your e1lnr; you don't 
have to give me ~thin& more. 
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B. lti.Jr: 
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Kung : 
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Kung: 

R.II.Jr: 
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Well, I sold the silver to you cheap . I sold the 
silver to you cheap. I boucht your surplus gold. 

(Great laughter ) 

Well, I won't argue with you about that. 

Well, it would be best for these gentlemen possibl7 
to stay behind . 

Well, it ' s -you know, things have come so fast , the 
improvement in China, that I don't think ~be people 
yet know what is happening . It has come so fast. 

Yes . 

Trade i s going up, everything. 

But we must attribute a large share to your govern­
ment and to the President and to you. 

Well, we have helped other people when they couldn't 
help t hemselves . 

Well, we believe in that slogan, "God helps those 
that help themselves." 

That's right. And we have tried to help soae other 
countries, but it wasn' t so successful as with 
China. 

Well, I '• glad you' re not disappointed in China. 
' 

I 1m not. 

I have reason to believe in the future, and probabl7 
you will look upon the days when these transactions 
were ude W1 th pride, because this 1s going to help 
not onl7 the econo•ic structure of China, which aeana 
benefit tor American trade, but also going to help 
the security and the peace of the Far East . 

I•a sure it will. 

Well now, if you can leave whatever people - who 
you going to leave beh1Dd you? 

Well, I oan leave those two men (~uo and Lee) here. 
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Kung: 

l:i,ll, Jr: 

Kung: 

S.M. Jr: 

Kung: 

H.M.Jr: 

Kung: 

B. M.Jr: 
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All right. And then tbey cen poli sh somet4ing up 
to get it to you this •••nine, aDd then you can 
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lll&ke aey corrections aDd I could get it back to110rrow 
morning, and so by the tiae you're here at 11:30 
we'll baYe soaetbing wbicb is agreeable to both ~ 
us . 

Fine. 

Well, llr. Secretary, I wish to thank you. 

Not at all; thank you. 

I notice, llr. Secretary, you cut it down to balt 
an hour instead ot an hour. 

I told b1m we could. 

We know how to do business all right. 

And I•ll see you at 11:30 tomorrow. 

11130 tomorrow. 

(The Chinese leave) 

You (Feis) said ••• • • 

Kay I be excused? 

You said you wanted to see me . All right. 

I'll try to give some background during lunch period, 

Fine; all right . 

(Feis leaves) 

Now I want to talk to you gentlemen a minute . 

I tb1nk be • a tbe aost considerable personality tbat 
I've ever seen. 

(On phone) Secretary ot State, please . 

l'a Just getting llr. Hull; want to tell b1a about 
tbia aatter. He1 a (Kung) ol~•er . 
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20 ainutea; you said an hour . 

Wbat more 1a there to s a;r? I gave W.. tha beat he 
could expect; no use trading . Alld I honestl:r 
believe tbat when all this thing blows onr - tbat 
ten years troa now, aaybe the most important thilll 
that I did when I was here was to save China when 
we started a year and a baH' ago; tbat over a period 
ot titty years that ma:r be the most important thing; 
that the French thing may Just be insijjnU'icant, and 
that titty years trom now the tact that China was not 
gobbled up by Japan and again becomes a strong nation 
may be the most important thing we did here. 

(On phone) Hello. 
follows:) 

(Conversation with Bull 

• 

• 
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Cordell 
Bull ; 

H. :l.Jr. : 

H: 

f! . l •• Jr.: 

H: 

H. l4 .Jr .: 

H: 

B. L.Jr.: 

U: 

H. M.Jr . : 

H: 

H. I! . Jr. : 

H: 

H. IJ.Jr . : 

Hull: 

I! . M.Jr. : 

Hello. 

Hello, Cordell . 

\'/hat 1 s going on? 

Well, plenty. 

I guess -

Well -

I ' m sorry to bear t ha t . 

July a, 1937 
ll : 21 a.m. 

We had t his meeting t his morn.ing with 
the Br azilians in which - Herbert Fe1s 
was her e . Be just left. 

Yeah , 

And the way we looked at this thi ng -
this is going to be a matter of weeks 
of study and we 're prepared to give it, 
you know. 

Yeah . 

This situ - I think it is too important 
and too complicated to try to get to 
Sousa Costa before he goes back, 

Uh-huh. 

And I want to know whether you would be -
I 1 d a ppreciate it if you would get Feis 
to tell you ·.mat happened here this 
morning . 

Yuh. All right, I ' ll do that right away. 

And the other thi~~ is . I tried to get 
you before I saw Dr . Kung. I went over 
it with the President yesterday, They've 
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had GO million ounces or s ilver 1n this 
country for some ti~e . 

Bow -

Now what we 've agreed to do is to swap 
that silver for gold . 

Uh-huh . 

And they could keep the gold ear-marked 
in America and to use it only for exchange 
stabilization purposes . 

Yes . 

The way they have all t he other money. 

Yeah. 

Now they've kept their faith with us 
absolutely. 

Well, that's fine . 

And they've never used a dollar of it 
except for exchange purposes. 

Yeah. 

And that we would need also against t his 
gold if they have to borrow temporarily 
for exchange purposes, we lend it to them. 

Yes . 

And that's the whole agreement. 

Well , that - that ' s good , 

And Kung was just tick1ed to death and 
we're going to work out a statement which 
we'll give out tomorrow and before we 
give it out, I'll submit it to you. 

Yeah, sooner or later, when we get a 
little further out of the woods, we ' ve 
got to talk a little more - soae of ua 
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have at least - about international 
financing because we have - can' t ours 
get any more stable and if sbe keeps 
on 1mprovU1g -

Yep. 

The British and these - the Japs and 
others would take over all that sit ua­
tion if we don ' t keep any t oo little. 

Well , we ' re in it now -

Yeah. 

And t here' s some way out here-

Yeah. 

Tha t bas to be considered - the best 
planned and that do the ~ost business 
with us -

Yeah, well that's good . That ' s just in 
l ine with what I 1m trying to say. 

And no one could M. mor e friendly than 
he does . 

Viell, that ' s fine . 

And I wanted to tell you before but -

Well, I -

None of us get. time enough to -

Yeah. 

I mean I always feel that I never get 
time enough to consult -

Yeah. 

~t '11!1 su 11peasa thr ough t he whol e t b;l.ng -
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Yes, I ' ll keep in touch with you. 

And before we give out anything tomorrow, 
why we'll send it over to you. 

All right, and thank you so much, Henry. 

Thank you. 

ooOoo 
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He•• worrying that the English or somebody might 
get into China with their trade before we do. 
Well, ~ good heavens - I aean our position with 
Cbi.na is such that - these fellows will never forget 
what we have done tor them; I mean I 1 ve got great con­
fidence in them. And I always feel that when we take 
a step like this, wb¥ not do it gracefull y and do it 
with an air. And as he says, he's selling us - as 
a matter of tact, I'd rather today own silver at 
45 cents, I think, than I would gold at $J5. I thi.nk 
it's a darn good swap. I don't know how you feel, 
but •••• 

Both of them are dear. 

Both of them are dear - do you really think so?? 

Not comparatively, no. I still think si lver at 
45 cents is better than gold at $35. 

You do. Well now, the reason I asked you gentlemen 
to stay - am I cal.ling on too much of your time to 
stay here tomorrow and then with this thing - th,en 
I don't think that I 111 need you people except on 
this. I don't know what thing the Brazilians will 
bring, but as far as I · am personally concerned I 
won't need you people any more. What I'd like you 
people to do, if you would - 1t you could stay 
tomorrow and then the three of you work out so111e 
sort of arrang•ent as to how :you think we should 
handle this Brazilian thing, which is going to be a 
matter of weeks . Now, Herbert Feis just caught 111e 
on the run and he says they expect to set up two 
joint committees, one in Brazil aDd one here, that 
are going to work continuously on this thing. And 
he says they may get out s statement covering the 
Treasury - I aean one COlllllluniqu~ covering the whole 
thing. But this thing aaay take several months . And 
I jumped on Feis and said, naow can you expect to dp 
a job in two days that they're here?" and he said' 
nFra.nkly, we only saw yesterday where we were at. 
And so if you men could contact him and then aee -
I go to Cabinet to111orrow, and then before Cabinet 
i t we could have a0111e idea how we're going to work 
this thing out, you see - I aean with Brazil. I 
aean just bow we're go1n& to plan it, who should 
work on it. 
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And I t old George Harrison - it ' s all right to 
tell h1.1a - keep him posted on bow this Brazilian 
tbing develope!. And in return an;ybody we want 
from his staff is ava ilable to us, see? 

Sure . 

So - I mean tbat an;ybody that is - that we should 
need in New York to help in tbe setting up of a 
federal reserve is av~ilable to us. 
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I should like to venture a little preliminary 
statement on this Brazilian thing . It migbt pos­
sibly clarify our minds, though it is dangerous 
because I haven ' t enougb background. But it seems 
to me from listening t o them this morning that there 
is really one main question for us •••.• 

(Returning from outside) Excuse me. I have those 
four gentlemen - they waited. Dr-. Kung and the 
Ambassador would like to speak a couple minutes 
about the statement . 

Why don't you stop this and go into Taylor's office, 
and I 111 give you a chance with me this afternoon. 

I got them to agree to tack on another couple millions 
to make it an even fifty. 

Is Kung waiting? 

Yes . 

Gentlemen, Kung is waiting outside . Go down to 
Taylor's room and I'll see you later on. I ' ll see 
you around - between three and four. 

(Group ad journs to Mr. Taylor's office) 
(Chinese again present) 

For your information, I will. just run through the 
general idea. Tbe t ecbnical angle of handling this 
we will take care of, and wbat they want to speak of 
now is the general form, probably, of a statement 
tomorrow. 

Technical arrangements are all right. 
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Technical arrangements are all right. 

The silver coins that we have gotten from you -
so f ar we have managed to make a fa ir recovery in 
overage. Have you noticed the f igures on that? 

I have not . 

We have managed t o get an over age on the s ilver 
coins, as a general rule. And very f ortunately • •• • 

The coins are over•Reight? 

29 

It is a question of fineness, not weight •• •• • and 
very fortunately , we have managed - not Just melting 
it down, but t his way , by getting a n absolute refining, 
we have gotten back something instead ot •••• • 

Yes , we give quality and quantity. The coins weigh 
11ore tben they should and the quali ty is very good . 

Well , unfortunately it is very di.fficult to handle 
a quantity like that for ref ining. Of course, there 
are no facilities in aqy other country to handle a 
quantity like t hat. We've got a very good contract. 
The usual charge is one and one- tenth cents an ounce, 
and we have managed to get a r ate of seven-tenths of 
a cent an ounce, which makes quite a differ ence on a 
quantity like that. 

Is BerliUln coming in? 

I don't know. Maybe we better start discussi .ng it. 

What did you have in mind, Mr . Minister, with respect 
t o a s t atement? 

I ' d r ather leave that to the Secretary of the 
Treasury; I think he by training is a lawyer. 

Well, may I S87 in general, to refer back to our 
previous operations, we have never made public the 
exact uount of aqy transaction; we heve referred to 
a purchase of silver to help in t he saintenance or 
the yuan exchange. We have said that there had not 
been a credit, but facilities given by which China 
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can obtain dollars in case of emergency. I think 
we ought t o use that . 

Could we get a copy of the last statement made 
about the last arrangement? 

I'll try Mr. Gaston' s office and see if we can get 
that . 

JO 

Well, at this time you can say an exchange of silver 
and gold . 

Well , we believe in this country those to be separate -
two separate sales transactions. I don't think we 
are permitted - I'm not sure, but there is some doubt. 

There is some doubt, 

As to whether the Secretary has legally the power to 
make the swap . 

Trade. He can sell and bllf. 

He can sell and bey, but he can' t make an exchange. 

Perhaps he can; there' s Just a doubt about the law. 

No, we ' re not sure. 

I presume you'd like the public statement to be as 
much help as possible to China, and that is why it 
would be helpful to us if you could - 1f you have 
some ideas on the subJect that you would .. ... 

I've asked Mr. Gaston to come down, because he handles 
that really, aDd also to bring the last statement. 

Well, I suppose we could say, by way of introduction, 
that arrangements which have been made between the 
Chinese and the American governments during the past 
have been benefici al to the Chinese currency, also to 

the American trade. Bub? And that i s taking both 
countries in. As a aatter of fact, American trade 
bas been increasing and now bas the first place in 
China, so that your merchants are aakiDI 110re IIOIW7 • 

Got good products to a ell . 
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Yes, got good products to sell. 

And the American government has been satisfied tba t 
the reform has been successful and is beginning to 

extend further cooperation. And we have shipped the 
silver to America and are holding it here now, and 

some arrangements are being made for facilities for 

the Chinese government t o get Amet•ican dollars when 
we have the need, and for mutual assistance and help 

to each other . That the Chinese government, Chinese 
people, appreciate what the American government bas 

done and I came in person to bring this appreciation 

to the government and to the people, and that some 

further steps are being taken to increase the 
facilities. Something of that sort? • 

Or . Kung, I would imagine t hat in the general state­
ment t hat is going to be made by both of you, you 

ought to be as general as possible, and then the 

expression of appreciation could be made by yourself 
separat~ly when you leave here. 

The way to do it would be to have first just a formal 
statement that the Government of the United States 

and the Chinese Government have agreed to - so and 

so - and just give whatever information we want . 

Then the Secretary, talking to the press, will say 
to t hem whatever nice things be wants to say and you, 

talking to the press , will say whatever nice things 
you want to say. 

Yes, formany just say ••• • 

Just a general short statement. 

General statement that you can elaborate orally . 

This general stateaent could be banded to the 
press - b e technical - be given to them; then 
there will be oral statements . 

That ' s why I asked Mr. Gaston to bring down the 
previous statement . K.r . Gaston handles the 
press relationships. Huaber One - seems to me the 
first psrt of what Or . Kung said can go in very 
well , that both governments have considered the 
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agreement made last year to be beneficial. 

011 yes. And so it ' s being extended further. 

Extended and uplified. 

Ampl1t1ed, yes . Whether we want to say anything 
about the transaction or not proViding further 
facilities ••••.. 

The terms with r espect to the extension of dollars, 
I think, better be identical or very close to the 
last one, because we wrestled with the problea and 
it ' s the same transaction, in effect . The details 
a re different, but the details didn't appear in 
the last statement in any case, so that that portion 
of it would be simplified. But I think we do want 
to bring out, do we not, the fact that you have 
acquired gold. 

Yes. That ' s the point . 

I think it may be necessary also to emphasize that 
anything additional was not because it is absolutely 
necessary at this time; don' t want to cast any doubt 
that your currency needs tbe addition, but that it's 
Just a broader development. 

This is part or the completion of what was started 
last year. 

Of a program. 

32 

In other words, the program has worked so successfully 
that we are able to take one more step forward. 

ftFurther step.ft It was somewhat in that language 
that the preVious one was couched also - steps in 
the foraulation of a program toward - so that this 
could readily fall in line as a further step in that 
prograa, which would be particularly pertinent, 
because at the ttae you are now engaged in soae 
changes in your central bank, so that the procraa 
is continuing. 

Yea. 
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Kr. Gaston is to come in. 

Did you get 1n touch rltb nita personally? 

I spoke to h.1JII personally. Be ' s possibly Just 
getting together the information - tbe press 
release - he needs before he comes down. I think 
it i s very essential that Kr. Gaston sit in on 
this, because after all that ' s his province . 

(Gaston comes in and is introduced) 

Tbere 1 s the statement . 

(Kung reads statement of May 18, 1936 
re Chi.nese agreement) 

I tbink you gentlemen (Viner, Riefler, etc.) better 
refresh your mind on that . 

I think maybe they ' d better read it out loud. 

"The representatives of the Chinese Ministry of' 
Finance who have been in the United States to 
make some studies of our monetary and banking 
system, and to exchange views on monetary problems 
of mutual interest, have completed their mission 
and are returning t o China . 

•our conversations with them have been mutual l y 
instructive . I feel confident that the monetary 
program being pursued by the National Government 
of China is not only along sound lines, but con­
stitutes an important step toward the desired goal 
of stability of world currencies . 

33 

•To supplement their efforts toward that obJective 
and to cooperate with tbem in their program of 
monetary refor m and currency stabilization, and 1n 
accordance with our silver purchase policy, we have 
definitely indicated our willingness, under condi­
tions mutually acceptable, to make purchases from the 
Central Bank ot China of substantial amounts ot 
silver, and also to make available to the Centr al 
Bank or China , under conditions which safeguard t he 
i nterests of both countries , dollar exchange t or cur­
rency • tabiliza t i on pur poses . 
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"The mission headed by Mr . Chen has been instru­
mental in bringing about a more complete under­
standing of our mutual monetary problems. 

"I believe that only through f'ull and frank 
exchange of views similar to that which has just 
taken place between the representatives of the 
Chinese Ministry of Finance and ourselves will it 
be possible to improve the internal stability of 
national currencies and wi tb this achieve a 
greater interns tional s tab111 ty." 

Could it be suggested that we separately work on 
preliminary drafts and get together, say, about 
three o 'clock? Let's say four o 'clock . Perhaps 
the Minister can have his people work on a draft 
and we could work on one here. 

Would you (Kung) like a copy of this? 

Yes. 

1'11 get a - d~g up an add! tional copy. 

If we get your ideas and ours, then we'll be able 

34 

to combine them; I think we probably can work taster 
that way. And then it you •••• 

Probably there will be some things 1n yours •we•d 
like to use and some things in ours we'd like to 
use. 

I think that's beat . 

Bearing 1n mind Dr . Viner's suggestion that this 
would be supplemented by statements ••.• 

Oral statements . 

••• for the press . 

If you have a nother copy, we c:an take this alOJII. 

Well, I know you're busy, and ••••• 

We're going to start the aachinery workitli now. 

Very glad to have aet you, Mr. Gaston. 

(Chinese leave) 
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H. II.Jr: 

Hello. 

Hello, Cordell. 

What ' s going on? 

Well, plenty . 

I guess -

Well -

I'm sorry to hear that . 

July 8, 1937. 
11:21 • •• • 

We had thls meeting this morning with 
the Brazilians in which - Herbert Feis 
was here . Be Just lett. 

Yeah. 

And the way we looked at this thlng -
thls is going to be a matter or weeks 
of study and we •re prepared to give it, 
you know. 

Yeah. 

Thls situ - I thlnk it is too important 
and too complicated to try to get to 
Sousa Costa before he goes back. 

Uh-huh. 

A.nd I want to know whether you would be -
I 1 d appreciate it it you would get Fe~s 
to tell you what happened here thls 
morning. 

Yes . All r ight, I'll do that right away . 

And the other t hlng is - I tried to get 
you be! ore I saw Dr . Kung - I went over 1 t 
with the President yesterday - they ' ve 
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had 62 •illion ounces or s ilver 1D this 
country for s011e t1•e. 

Bow -

Mow what we •ve agreed to do i s to swap 
that silver for gold. 

Uh- huh. 

And the7 could keep the gold !fir-marked 
1D America and to use i t oD1y tor exchange 
stabiliza tion purposes. 

~es. 

The way they have all the other 111oney . 

Yeah. 

.Now they've kept their faith with us 
absolutely . 

Well, that's fiDe. 

And they• ve never used a dollar or it 
except t or exchange purposes. 

Yeah. 

And then we've agreed also against this gold 
i f th87 have to borrow s011e 111oney teaporarily 
tor exchange purposes, we •ll send i t to them. 

Yes. 

.&nd that•s the whole agreement . 

Well, that - that• s good . 

And Kung was Just t i clded to death and 
we're going to work out a stat•ent which 
we'll give out t0111orrow and before we 
give it out, wb,-, 1'11 aub•it i t to you. 

Yeah sooner or later , when we cet a 
11tt!e further out of the woods, we•ve 
got to t alk Juat a little •ore - so•• of ua 
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have at least - about international 
financing because we bave - China is getting 
aore stable and if she keeps on iaproving -

'Xep. 

The British and these - the Japs and 
others would take over all that situa­
tion if we don•t keep in it a little. 

Well, we•re in it now -

Yeah. 

And wit Kung way out here -

Yeah. 

He says he considers it the best plan and 
be does business with us -

'Xeah, well that's good . That's Just in 
line with what I'• trying to say. 

And no one could reel more friendly than 
he does , 

Well, that's fine. 

And I wanted to tell you before but -

Well, I -

Bone or us get time enougbt to -

Yeah. 

I mean I always reel that I never get 
time enough to consult -

'Xeah. 

But Feis has been through the whole thing -
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B. W. Jr.: Bello. 

July a, 1937 
ll:48 a . m. 

Represent&- Bello, Kr . Secretary. 
t1ve Daughton: 

H. U.J r ,: 

D: 

11. J ,Jr .: 

o: 

R. !.l.Jr.: 

D: 

R. !l.Jr.: 

D: 

H. U.Jr. : 

D: 

B. J.I. Jr .: 

D: 

Bow are you, Bob? 

I'm all right, thank you . Bow are you? 

Oh, pretty well. . 
You told r ou that we had called for t he 
President s tax r eturns? 

Who had told me? 

Yeah. 

Why, it came through Kagtll , 

Why, Magill- he says there ' s a mistake 
about that . Well, we never called for 
the President's tax returns. We never 
thought about calling for them. We had 
a l ittle conference up here of the Demo­
cratic members to discuss wbat - all this 
discussion that ' s been coming up but we 
wouldn 1 t think about callillf, for the 
President's tax returns without conferring 
with him. 

Well, my informant is Magill. 

Well be said you misunderstood him. 

was be there with you? 

Be was a while -he' s gone now. Why we 
never thouaht about calling for the 
President's - I might of thought about 
it bGt if it ever got to doing itf wby 
I wouldn't think about - I wouldn t at­
tempt to do , you know. I'd love to tal k 
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to the President about it - I've been 
awaiting till be gets back to have a 
conference with him about the situation. 
There' s so much in the papers one way 
and another to bring it to our attention 
so it is a matter that we will have to 
deal wit h in some way. 

\'/ell I -

flo want to di scuss w1 th hi:n - I -

I -

Some of t hem said down here t he other 
morning I think - maybe I didn't say 
t hat even. There's no official action 
taken - may~e t hey better be looking 
over it and see if i t' s r eady for any­
t hlng th!!t comes up so t hat they' d know 
the situation. 

Well , that 's where I got it from. 

Yeah, but we nevpr called for • em or 
thought about ' em. 

Well , then he must have misunderstood 
it but that's t he word tha t I got. 

Well , he ' ll tell you that t he President's 
as mad as a wet hen about it. 

What 1 s that? 

I say the President ' s mad about it. He 
says surely he couldn' t see why we'd 
call for his tax returns without giving 
the President of t he United States the 
courtesy to discuss the matter 1f1t'l him -
of course, I wouldn' t .:attnpt to -

The President is mad about it? 
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Tha t ' s the way he talked over the phone 
to me - l i ke he was pretty hot . 

Di d he call you? 

No, I was calling this morning - I was 
cal ling him and t hen he brought the 
mstter up . See When we could see him. 
But we talked about the whole situation. 
And we can' t go on down here until we 
see his viewpoint spaying about how we 
should handle the matter. 

l'lell -

Till we discuss the matter with hi~. 

Magi l l just came in the room. As I say -

How's tha t? 

Magill - he ' s in the room now. 

I didn' t get that? 

Magill has just come lnto my room now. 

Well, ! ' think he ' ll tell you very plain 
that we never called for the President's 
tax returns . 

Well - there must be a misunderstanding 
and -

Well, you call me back here after you t alk 
with him. 

I'll do that . 

All right , thanks, Mr. Secretary. 

!' 11 do that . 

Goodbye. 

ooOoo 
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Jul,y 8 , l.Q~? 

HU,Jr and Bell oonterred w1th the Pree1dent at 

12: 30 today on the attached aemorandua. 
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UD!OlWID!JII liXU'lilE '0 liiCili'l J.C!IOll UDII 'lO'IWlD 
IJ'J'IO!HNG SA.VIltGS IN 'mE JISOAL TIAl! l9J8. 

1. General Reserve . On June 23, l9J7, a circular letter 
waa 844reaaed to the heads of all depart111enta, eatabl1ah- . 
111enta and agencies br the President requesting reoervee be 
aot up of not l e as than 1~ of the total U~Dunt of all 
funda properly susceptible t o the eatabliahlllent of reaervea. 
Such items as the services of the public debt , p&1ment of 
compenaation, penalona and retirement annuit i es, social 
aeeurity grants, inveat111enta i n the ol~age reaene aceount, 
rotunda of taxea and a nuaber of ~lor lt-• are in the 
nature of f1xed charges and are not subJect to adainlatr&­
tiTe control. ~eae fized chargee, in their aggregate 
amount to almost $3,000,000,000 and neceaa&rily .net be . 
eliminated fro111 any eatilllate of aaTinga which might be 
aff ected by the circular letter. In addition, letters 

~J.c, g>-, 

were aent to certain agencies where tho nature of the 
problem demanded special treat111ent , ouch aa those agencies 
adlllinieterlng relief, the poatal service and several others 
which are aet forth below. Eliminating theae special items 
and fixed chargee, the &IDOunt auaceptible to the establish-. 
ment of reaenea of 1~ 18 about $2,800,000,000. .lssuaing 
that the actual earlng under thla reserve will be approxi­
lll&tely 2~. it ie beliOTed that the .-aunt of the rednction 
in deficit can be eatt-ated at •• .•. • . . • .. . .•.•.....• .• . . • •• $70,000, 000 

2. Poatal Deficiency. !lhe Poet1110ater General """ 
advlaed on June 29, 1937, by the Pruident, that it waa 
hi e desire that the Poet Office Department should eltainate 
or deter all expenditures not abaolutely necueary in order 
to hold the total expend\ turee of the Po at Oft ice Depart­
=ent w1 thin the amount ot the poatal revenue a. 'lhie would 
reault in a aaving of • •••• , ••• , , ........ . ..... . ... ......... $30,000, 000 

J. .lgricul tural Ad,Juat .. nt Progru. 'lhe Secretary of 
.lgrieul ture ,.... adv1aed on June 29, by the Preaident, that 
he ahould -.ke every effort to reduce the Soil Cooaerva­
tion and Doneatic .lllotment progr&lll to $44o,OOO,OOO or 
.6o,OOO, OOO leas than the available ~propriation ot 
.500.000,000. In the bud&et, U waa utU&ted that 
$470,000,000 would be apent for thia procraa and thue the I 
aavlng aeco~~pliahed by thia additional ruene will be •••• •• $JO,OOO,OOO 

~ Secretary ,.... alao requested to hold the coat 
ot thia progr .. tor the future to thla -· 

, 
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4. B.l.nra and ll'arbora. On the ... e date, the Pruident 
addreued to the Secretaey of lar a requut that he aet 
up in reaerve $30,000,000 of the appropriation of 
$90,000,000 for improvement of rivera and harbors. Since 
the eati.ated expenditure in the »udget waa approximatel7 
the aame amount ae the appropriation, th1a entire reeerve 
will r eflect a saving which will thua be •• ..•••••••••••.••• $)0,000,000 

The Secretary wae aleo requeated t o hold all future 
annual expenditures (including maintenance) for rivera 
and harbora to $65,000,000, in order that an increase 
may be allowed for fl~od control. 

5· Reconst ruction Finance Corporation. Thia corporation 
wae requeated, by th.e Preeldent, to make every effort to 
facilitate the liquidation of loana and to ao arrange the 
procram for the fiacal year 1938 aa to deposit 1n the 
'rreaaur;y exceaa credits of $3QO,OOO,OOO durln6 the year. 
Since the Budget eettcatee anticipated an excess of repay­
menta of $150,000,000, the accompliahment of the obJective 
ae t by ths President would result in decreasing the 
eatlmated deficit . by ••• , .......... ........................ $150,000,000 

6. Commodity Credi t Corporation. At the same time, the 
President haa requested the Commodity Credit Corporation 
to make every effort to liquidate their current loans as 
apecdily as possible without unduly affecting commodi ty 
market a and uae the proceede t o retire the notes due to 
the Reconst ruction Finance Corporation. The Budget eati­
::atea contemplated an exceaa of rep~nta by the 
Coc=odi ty Credit Corporation of $3Q,OOO,OOO in l9JS, 
but due to the Preaident1 a r equest , it ia anticipated 
that there will be add1 Uonal repa;yanta i n the amount 
of ................................. ............... ........ $20,000,000 

7. Federal Housing Adminhtratlon. !!'he Pree1dent 
adviaed the Administrator , on June 29, of hia desire that 
t he additional appropriation made by Congreaa over and 
above t he Budget estimate be placed in reaerve toge ther 
with la,l of the amount orig1nall7 approved by the Budget. 
Thie exceee in appropriation waa $1, 5QO,OOO and the l~ of 
the original Budget eetlmat e 1a .850,000. Thua, the aaving 
expected to be accomplished will be •. •.• .•. •.• ..••• . . . . . • •• $2,)50,000 

8. Relief. The President baa infonoed the haada of the 
pri neiP&l agenciea admlniatering work rel ief that no 
additional tunda will be provided tor 1938 beyond the 
$1,5QO,OOO,OOO appropriation plua unoblicated balancea of 
about .110 ,000,000 -.de avaUable b)' the llllarganc:;y Relief 
Appropriation Act of 1937· 
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He baa in!or.ed the Adalnlatrator of the Works 
Procr-u A4mlnlatraUon that be ~~q apportion not to exceed. 
$1 , 200,000,000 for current Ol,>eraUone and that there will 
be .. rnerve eatabliahed of noo,ooo,ooo to Met -cenctn. 
!hue, the total 11111\ on funde for the f orks Progreee Adaln­
ietration for 1938 will be .1, 300,000,000. 

The Reeettleaent Administration baa been adTiaed that 
the total 111110unt which will be made available clnrin& 1938. 
for that &4m1nietrat1on tor all purpoaea ia $118,000,0001 
of which $13, 000,000 baa been put in reaene. 

Ot the reD&lDln& $192,000, 000 anllable for relief, 
$112,000,000 (including reaenea of $17,000,000) baa been 
aet aside for adcinlatratiYe expeneea, other than tho .. 
ot the Vorka Progreaa J.dloinletraUon and the Heeettleaent 
J.dJI1n1atraUon, and work projects under the Y&rioua Go•ern­
cent deper\men\e and agencies , and $80,000,000 baa been set 
&aide as a general reaerve. 

!hue, of the total sum of $1, 610,000, 000 avai lable for · 
relief, the apportionment of $1,4oo,OOO,OOO baa been author­
ized, and $210,000,000 baa been aet aside in r eserve. 

Total eetimated aaYinga ••.••••. • $3J2,J50,000 
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orrict or ~he Ac~ins Director 48 
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-!'j1~1..£-:~~ ........... 
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My dear Mr. Searetary1 

TRB Wl!ITB HOUSB 
1lASBDlGTO!f 

July 8, 19~7 

AI IDidar the proyclaionl ot the lboerg..,ay Relief Approprilltion 
Aat or 11137 no additional tuncle will be Wide ayceilable tor relief' 
or work reliet during the tioaal year 11158, lt will be aeaeeoary 
to •Ice the appropriation -te inecl then in laot durin,; tluot 
entire t'iooal year. To aoaoaplioh thla, aotiYitiea ot' the Raeattla­
..nt AclaiDiltration 8Uat be ourteilad aut't'ioiantly to br !Q,; the 
total obligationa inournd by that Aclainiatration dur!Q,; the t hoal 
year 1938 under $118,SOO,OOO, exoluoiYe ot e%pendituree on land 
utiliaatlon projeota whiah, •• heretofore, will be tinanoed tro. 
tunda reaer.ed tor the Workl Pro,;reaa AdalniatratiODo 

I wlah you to dlroot the Rooettlorent Adminiotratloa to llait 
ita oblisationa tor 1958 tor the tollowins purpoeee to the a.ouata 
iadloatedL 

Pi ret Seooad l'hircl Fourth 
guartor guarter guarter guarter Total 

Aclainiatratlon t a.o Ji • 6,1; • 4,2; • s.o ~ • 18.&; 
!lol1et 1.0 1.0 8.0 
Loan a 11.0 14.& 111.2 12. 3 &7 ,0 
Projeote lli! _hl 1.0 --- 22.0 

13&.8 Ji t29.8; t2.4 •• ~ tl&.s; tl06.1; 

!hla will lea~• a r•••~ ot tls,ooo,ooo whloh will be ayceil-
able tor any additional work I •Y aub .. qu..,tly autborlae .,. to 
... t any -rl'"""1• 

t wiah it olenr1y undarotood, howe•er , that nope ot the tora­
goinc tunde t or projeote are to be uo..t to etart any .,_ unit not 
Dow under altual oODetruotlOII. Ill the oa11 ot unita where tluo 
tounclltiona are alread7 ln, the unit My be finilhed. In the 
oue ot un l te where the toundatione are not al reaq ln, no 
further worlt la to be unclertakn uoept na""'I'Y ret;redin,;. 
Funhe....,r•, t daalre to hen the work 10 plapacl thet there will 
be DO lnoo.pl.W unite OD April 1, 1911, 
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I tully realiae the pro~raa I heTe outlined will .. an a 
tra~tio ourt.il..nt 1ft oert~in ~etiYitlea or the Reaettl ... nt 
Ac!Joiniatratlon. Bow.Ter, I bello•• U..t au.ttlel•t tlmda haTe 
been •de eTelleble ao t'bat thla oan be aoo011pliehed uechaally 
without oaua~ ·~ ucdba hardehlp. 

SI.JI..,.ely youra, 

The Honorable, 

The Seoretary or A«rloulture. 

) 

5~ 
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!HB "E Irl HOUSS 
lWIHIICI'fOJI 

.U Ullder tho prorla1ou ot t ho llloeret1107 lleliet •ppropr:l&ticm 
.ut ot liliT no edditi~ tlmda will be -.4• &w.i.lablo tor rel1et Cl' 
work roliet cl.viD& tho tiaoal -rear 18118 &D4 DO portioD ot tho tlmdo 
•;r be uaecl. tor ezi;T parpoao u oept t o pro't'ido reUot or _.It reliet 
tor penODa 1D naecl., it will be nao .. Mr-r to ourta.U all aot1Tit1N 
boiJIC oarriacl. OD with rel1et tlmda 1D o..tor to o011pq with tho toro­
COiDC ll'OqUirwmh. 

51 

I ban allotted. t'T!,OOO, OOO tor obUcatioD liT tho kti-1 Youth 
•d••nletration cl.urq the tiret quartor ot the tiao&l year 111118. crt 
th1a aua tl,OOO,OOO ia tor atucl.eat &14 projaota aDd t he 'll&l.&Doo, 
ie,OOO,OOO, tor other work reliet projeota ~ that "'•'n'nratiOD. 
WUl ;you plouo ••• tb&t no obllptiono 1D OXlOeaa ot t ho .. a-t. 
are 1nourrocl. prior to Ootobor 1 , 18118. For tbo b&l&noe ot tho tiaoal 
year oblic&tiono ohoulcl. be hold to t ho tollowinc a.ounta1 

Stucl.eut .lid other Work Rel1et rot&l 
ProJoota . hoJ&oto -

Sooollll ~rter • 7,000,000 • 11, 000,000 tu, ooo,ooo 
1'h1rd ~rtor 7 ,ooo,ooo 1!, 000,000 12, 000,000 
Fourth ~rter 110001000 610001000 •• ooo.ooo 

rot&l t 111,000,000 tl6,ooo,ooo taa,ooo,ooo 
Add F1rn ~rter 

•• nat..t abcrn 1,000, 000 1,000,000 T , 000,000 

rot&J. tt:~r •· y,._ 
- 111118 t zo,ooo,ooo t 10, ooo,ooo 160,000,000 

• .U no portion ot tho tor.coizlc tlmcl.o oan be uaecl. tar a.., purpooo 
uoopt to prwido roliet or work roliet tor peroono 1D naecl., ;roo& are 
roquonecl. to 1ia1t ~ Ulldor otucl.ont &14 projoob '• :rv-t pen­
wbo oOM tr<a 1aloilioo oortUiecl. u 1D naecl. ot rol1et. 

!ll.rry L. Bopld&l, "s1ntotrator ._.a Procro .. ~iatr&tion 
waahtnctan, D. C, 
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JUL 1 1937 

_.._r ... M·te•..,.._.. 
.&a _.. •e .-s.w. el -. • 1 s a WW •u .,. ht'm 

6ft el 1119 m MfiU-1 ,_.. .Ul lie ... e•'»le tw NUe1 
er -~~ relW 1uriJ11 the tu.l ,-r u.. it wU1 lie BtU~ 
to -- ........... latta ........ theftS. )Nit ........... 
entire tlccc1 ,_. 

1 ca ,..._... U...,._ llol00.0000000 lie p ou ••• fW eU 
obl~ts- tc lie t.Muu:A tw t1:e at•·••..ua ... ..- nlW 
proj cftc el ,..,. '*''•Lftldl.-. -~- \be JM&.al ,..... ........ 
t.as. ... ...u a. the JAM .-ua.u co preJ_.. e1 -. ~eMMa-

-' ·•··~-. aa aMus. • t~~~~ flu scsi.~& • '• 1 m 
pu , ,..... w epp cue •bw\ ellcocUme0 .,.. '- -- tii.ODO.OOO 
- tuc tau """" lluc1t fll tl:e tlccc1 '¥-· te ... -' cc-&. • 
Jlft9ide .. a., a - -.11 Nliel ,....,.... t er - h '- el 
MJ!tUiel uoclle;o •• ,_ a 11 sat • 

.,.. .... fireft .. to ........... t h.• ,... .... ·-l~le 

tc ,._ ,•btptr_,..tia tl:et -~~·-- SMVnt ehcll eM ..... 
t he tolllorllll -.u\s tw the ,........ WS.teet 

PiNt.,...._ 
. ...... ...,.ter 
nu.~ ...,..... , ............. 

nu wUl 1 .... c ..... .... el tl00.0000000 tc lie au-we 'r 
.. te J'GV' 'dz1eSftra•a- ._ .... .., ..t\Da •••• I £ IQ Wlblell 
~ crSH dwillc the n-1 ~· 

Je ....... *' ,.. ... lie ...... -- 1111tteS- ..... -"­
c'ble tc t.l.s etctc ~-- ttu .-.le the tc .a- tlleiP =-
_.. errw~. 1 -... an utee t.11e Nllortair; ' 1 • tw t1111 
tint .. "'*' el .. tlccc1 ,... 
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Honorable J•••• H. Jcmoo, 
Chai~, Rooonatruotion F1nanoo 

Cor pora tlcm, 
Wftohln£ton, D, c. 

~ dear Kr . Jonus 

June 29, 1987 

In "''J' MU&£e to COD£reao ot April 20 , 1987 • I at. tad tl>at I 
propoaed tO"uae eTory Mana a t -.y OOIIII&Dd to oll..a1n&to the proopeo• 
t iTe dotioit 1n the ooaine; tlooal year and that thta would bl ao­
oo.pllshod 1n pert by an 1norouo 1n the reoolpto of the Treaoury 
throue;h tho 11qu14&tlon ot aouto ot oorto1n ot the _r,enO)' 
&£1110111. 

Aooordin£ly, you are 1notruot e d to h&YI the Boerd ot Direotoro 
ot the Corporat ion .. ke ITery ottort to r&oilit&te the liquidation 
ot loano 1n order to arrant;e your proe;roa tor 1988 eo u to depooit 
with tho Troaeury exoeoe oredlto ot at leaot taoo.ooo,ooo rather 
thon tuo,ooo,ooo •• orislnally ootb&t od. 

In order to aooiot 1n &ooo.pliohin£ thio objooti'O'I, no n .. 
loano ohould bl •4& or old 10&1\o oxton4&d or ren ... d unleu tho 
Board 1o oonT1noe d that ouoh aotlon ll ablol utoly n-••ary. In 
thla oonnootlon, lt 1e "''J' deo iro that the Boerd oaretully rerl .. 
all outotandin£ authorisatlono a nd oanoel thou wbloh oro not 
I lkoly to bl utUisod, or 1there the nooeooary tlnanoln£ •Y bl 
arr•s•d between borrower• anj o..-rolal lnotltutlona. TM Board 
ohould abo take a dTanta£1 ot any rep&yMDto prior to tho .. turlty 
whioh borrower• •Y deelro to •Ito• 

Tho a ttention ot the Boar d io dlrootod to the Corporatlcm•o 
porttollo ot oeourltloo purohe11d troa the Federal S..r£onoy .ldalnio• 
tratlon or Publlo Worka and unlou thoro 1o oOM Tory Tital objeotlon, 
thooo oeourltloo ohould bl dlopoood ot ao rapidly ao pooolbl• and tho 
prooeodo tranotar·rod to the TI'MIUI')' 1n esohan£e tor a lla ....unt ot 
tho Corporation •o no too. l'llrtbe...,re, any addltl-1 •ratable 
uourltioo wbloh the Corporatioa ay puroheoe under the authority 
oont&lnocl 1n tho Aot ot Juno 19, 11114 • u -.>decl bJ S.e. 202 ot 
Jl. J . a ... !Ill, a pprOTid Juno 211, lta7. ohould llltiWloe bl dlopooed 
ot aa rapidly u poodble. 

It i.e aao....S tb&t 1n neoa~ln£ the proc,.. oatllned aboft, 
the Board will aoon bl 1n a poaltloa to •a aubltontlal rodllfti-
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in pereoanel and other ezp.,•••· .t.ooordincly, it 1a not ezpeoted that 
you will '-" ~ dlttioulty in •1Jlteinlnc the r .. or... ot •• leoat 
ten per o1111t .., thla ltea u r equ .. ted in !It' letter ot .....,. U, 11117 
to the bead• ot the ezeouu.,. depertallllte, .. toblll-te 111d as-elM. 

Y., order that I •1 be kept lntoraed ot tile aotlCID take to 
oarr, out the propoeed procraa, prove .. report• ebooald be prepared 
aontblJ end traualtted to the .t.otlJlc Dlreotor at the Bu<lpt. I 
would abo lllte to 1\&Ye • report ,,..,. the Board u to wtlether oredlt 
1a anilabla, UDder the OOJldltlODI epeoltll<! in tho .t.ot Of JUIUirJ 2eo 
lliS7 , tor UIJ olau or oleuea ot borrower• to wltoa the CorporatlCID 
1a authoriled to •lee loana. 

(S1SJ1ad) P7'anklin D. aoo. .... lt 
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JUlie 29, 1937 

»r, Lynn P. Talley , 
Preaident, Co.aodity Credit Corporation, 
'lluhill&ton, D. c. 

My dear Mr. Tall ey: 

In J11Y ••oaze of April 20 , 19:17 to CO!lf;T"SO , I atate4 
that tt was a, purpooe to uoe every •ana poaa ible to eltm­
I.Jiate t he apparent deficit tor t he tboal y&&r 1938, an4 
t hat I proposed to asoo~liah thia, in part , by inoreaoi!lf; 
the raoeipta or the Treaaury through the liquidation of 
aaaeto or certain or the emorsancy ·~enai••· 

Aocordi!lf;1y, it h rtr:f deaire that you -ke every effort 
to 1 tquidate cur rent loana on all oc.-odit1ea ao exped1t1oual,v 
ao .. y be posaib1e without undu1~ arr ecttns the commodity 
.. rketo, The proceeds obtained from the 1iquidntion or aaaeta 
ahould be uoed in the retirement or ~our outatanding notee 
due t he Reoonatr uotion Finance Corporation. 

With regard to adminiatrative expenaea, the Corporation 
ahould eatablieh and .. intain a r eaerve or not leaa than ten 
p~roent ar the a~t appropriated t or thia purpoee in aooord• 
anoe with a, letter or JUlie 23, 19:17 to the heada ot all exec• 
utlve depart.enta, eatabliah8enta and agenoiea . 

In order that I .. :Y be adequatel y inro,..d or the prog­
r eaa .. de in 1iquldat1nt the aaaato or the Corporation, it 
i a requeoted that you prepare appropriate pr ogreao reporta 
and t r anamit auoh reporta to the Aottns Director or the Bureau 
ot the Budget a t the end or each .onth. 

Sincerely youra , 

(Signed) Franklin D, Rooaeve1t 

JJL/ot 

56 

Regraded Uclassified



.. 
c 

0 
p 

y 

l(y d•r )lr, lloDo-.ld 1 

Jim• 29, 11187 

In Wil letter ot J- 2&, 11157, to the h~e ot the 
Geauthe de~te, eetablie~e IUid as-1 .. , I ~ 
preoeed the deeil'e that, 1D prepar~ apport10DIUIIJt;a ot 
tlmde available tor the tiaoa1 y•r 1958, there be eat up 
r eaezoyee ot nat l eu than ten peroent. In rniewiJis the 
IDdependent ott'ioee Appropriation Bill tor 19S8, I noted 
that the aaount al'propriated tor the Fede.-1 Roue~ Ad• 
m1n1atration •• U O, OOO, OOO or $1,600,000 more than l had 
r eo..-ended, tlllder the o1ro\11118t&Jloee, it 11 'lilT dedre that 
you plaoe thil add it iotal &DIOIInt inreeen-e , tor;ether with 
ten per:oent ot t he $8,600,000 whioh I originally app~. 

In order to aocomplieh the aboYe, it _,. probably be 
neaeasary to •I<• unequal a pporti01111ente, It, after ner:r 
reaaonabel e t'tort 1e -de, you tind that you O&nDOt 1<.-p 
your obligaticna within auch approtionmente, 1 will oonaider 
Guch modit'ioationa a a _,. be j uetitied, It 1a hoped, hcnrner, 
that you will endeaTor to diaoourage the incurring ot all ob­
ligations which are not euent ial to your 1nauro.noe prograa. 

I alao wilh to oall your attention at thil tU. to the 
eati.atea, whioh are to be aubloitted tor t he tiaoal year 111S9, 
IUid t o ael< whether it would be praotioable to obt.rr;e all t ield 
ooate 1n 19SII t.gainat the aztual llortca&e lnaurt.DOe Flm<l., thua 
limitiDf; the direct appropriation 1D that year to central ottioe 
ocate. 

81Doerely youra, 

(Singed) Pranl<lin D, Roo .. .,..l t 

Honorable St-rt llo~d. 
A.dminiltrator, Federal Houaillt; AA•Inlet raticm, 
W.ehinr;ton, D, c. 
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P'CD~RAL It~~ e A NK 

Of" H.EW YOIIUC 

DATE M7 It 1...-o 
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FICE CORRESPONDENCE 

QIDIBU*M" SUBJII<CT>"--JIPta, ... IIIUADII-II.FII"IRJII•L __ 
L. W IIIMI&e __ _ 1111 ••n or ·ret 

l ..Uet lr. hl.Ma • 101oa ....... It -. nUl• a.m.-· 
ftl' \0 '1'7' a«pn • Ufirntl• et ~·..-.-.,be .... .,..._ 
ha4 • .-u ..... 7-'J ~ere .... "- -· ..... 009Wial Sa ,... .. , 

a,ooo,ooo,ooo ,.. •• ., • t....., -· •• "'-* ,_. .._. "­
able \0 .. U.Ue IIPN• thia aftw I •• ~• liaR-' Uol ta•et 
uoa4 \he otlaelr ..,, W!tb \he,_. te1q- .,_ ot ,._ ••• 

the r .. • ter ~· rwenal JNM~ -. ~ (1) •• c.­
enoa ._. apede4 t=t•b' er '-rNWJ (I) here .,.. ,_" ot 

• aVIke ... ball -.le7 ... '"''•'• .. lila .. ~·)alp .... et 
li't'ial, •• (1) here wwo -n ot u ... a~.. 1D ~· laMa-' 
war \he ,...,... M 'llo 1 ...... 

I aaet .. u. -.-. ho aul taU u 4~ ...._, 

the ~- lllft&Ua .. adT Sa ~· .... • • ...,. ..... 1\ .. 

41tt1nl\ M tsH _, ne1 nua tor .,uat•, tal • I'U Sa \be 

-r•• of ••-* 91117 U\Ue W 1 n7 'II- M slllllel _. 

Mlleq ~~a .. liln ~· 11Mle Udlll .-1• ,_ od. ~ 11M -* 
t •"' 5 .... le .. -· -~ .. ooelali .. all ..... ••"• -..u-.. 

Aa •11•ta •• h '• ·,.U ....._ 71a I 0 '• ft..t Jl'l• 
... ,. ·- ... -a,~., J&dtr ..... - ,, 2 loo.l ..tlU.U 

JI'SauU7, '-tbit\b'it ...U at • -«•• !ale '•P ..... we 
, .... 1eall7 el_ ..... ~ ., ......... pU ..... 

...... - tMb "'ee1eM=e ... _. lliJIP'ella '•' I Jlf-' 

.. ftl7 ..... --.. -.-.-... , .... •lale• ~ 

• 

• 
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PRDIIJitAL lltCHLitVE 8 AHK 

Of' NIIW YO RK 

, .:-,,,... r:: C ORRESPONDENCE 

~_I'AIL_ _ _ 
DATY My •• lllre 

SUBJECT: m I i U J --

-·-
11b111l wu 1a Ule 'oft ol u.a _,..d.._ ~--..... 1M Sa all 

-u.'af .. .,.n., o Sa 

looodea Wlllf bo a~ ldaoA plf. ~· •ulaa ... • IIIMI'J 

~. w --- ... Sa tbo '=«= ..... Sa _a., tUT bad ... 
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RB 

Secretary of State 

Washington. 

452, July a, 6 p . m. 

GRAY 

London 

Dated July a, 19~7 
Rec 1 d 2 : 25 p . m. 

FOR l'.IV.ASURY FRO:J BUTTERi~Rl'H . 

At the meeting of the British Treasury today 

Sir Frederick Ph1lil2£! said that he was glad to see 

that the French Parliament had been dismissed this 

morning and that Rowe--Dutton, British Financial 

Attache at Paris, believed t hat the French Government 

would be sate until the autumn if it weathered the 

period of the Socialist Party meeting . 

I referred to the unfavorable Bank of Prance 

statement and the fact that it had produced such a 

61 

bad impression on the market as to reverse the e~change 

trend and t hat the French authorities had since midday 

bee~ forced to buy francs and sell dollars and ste rling. 

Phill!£! said that he hoped thh might prove a transient 

flurry and that due to covering operations and the short­

age of funds in Paris that the French fund mi ght (*) 

although gaining some thirt1 or forty mill i on pounds. 

Phillips 

• 
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RB -2-#452, July 8 , 6 p . m. from London 

Phi llips said that the only new development waa 

that Bonnet had now indicated that he wished to pay a 

visit to London if possible in the near future . To my 

query as to the purpose of such a visit Phillips wryly 

replied that Bonnet had stated to them that he wished 

to "salute the Chancellor" . At the same time Bonnet 

had i::ldicated that he welcomed the pressure which the 

British Treasury had brought to bear on him in the matter 

of a balanced budget for be maintained that that enabled 

him in turn to represent ita desirability to his colleagues . 

Phillips intimated that he did not welcome such a visit 

from Bonnet at this time but that since they saw no way 

of appropriately preventing it they had acquiesced in the 

idea . Phillips also referred to the "rude note" which 

had been sent Bonnet (that based on the draft contained 

in my 424, June 30, ll p . m. ) and implied that that in 

itself compelled them to agree to seeing Bonnet if he 

wished to discuss the position. 

In the course of the conversation Phillips r 

o.lso (*) that he had heard that Bonnet ' s "American 

visit had been good for him and that he had improved 

since the World Economic Conference". 

I took this occasion to pass on the substance ot 

Sproul's 
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RB -~-1.52, July 8, 6 p .m. from London 

Sproul
1
o talk with Araki on June 2~ and Phillips again 

referred to the Japanese position 1n much the same terma 

63 

as quoted in the second paragraph of my 301, Kay 21, 7 p . m. 

I n thta connection IValey mentioned t he new Japanese 

regulations tighteni ng thei r exchange control system and 

remarked that "t he J apanese seemed to have blackballed 

themselves from the club before they were proposed" . 

BUG HAll 

HPD 

(~ ) Apparent omissions 

, 
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JR 

Secretary of State , 

· !=tshington . 

939 . July a, 4 p .m. 

FRO!.! :::ocBRAN . 

GRAY 

Paris 

Dated July a, 19~7 

Roc ' d 2:45 p .m. 
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~nr~y this morning ParlinmOnt adjourned until perhaps 

Novcrebor . 'i'vdc.y cnbinot is discussing Bonnet r s fin:mcio.l 

docrce• l o.us =tnd tho Counsel of ~inistors is cxrunining them 

o.t 9 o ' cloc~ tonight with hope th~t they may be promulg~tod 

Fridc.y lilorning . Tho fact thc.t rust cconforrod with 

Chc.ut cT.lps l ast night is giving rise t c- Gossip tho.t he ::.nd 

Baud~ i n mr::y ::.gain act in some =tdvisory cc.pc.ci ty . 

Spcoul~ticn ~s to a successor for Governor Lnbeyrio nt t ho 

Bank ~f France continuos with Fournier, Bc.udoin, Quosnc.y 

end Bc.is::.n<;or mentioned r.o t ho mos t likely prospects . 

B::.ru: of Prnnco sta t ement ns of J uly 1 • as bad . It 

showell. ::. l oss of au billion f r cnos gel d (which wont to 

tho sto.biliz:>.tion: tund); disot•unts up 75a mi llicn francs ; 

ndvnncos llGilinst socuritio s up 450 millions; ~0 dny 

ndvo.ncos up ~million milliuns; c.dvo.ncos t o State under 

Article throe up 800 millions (nhicb compl eted tho 

( EI'ID s::CTIC~l ONE) 

BULLITT ; 

LJV : \1WC 
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)(JP 

SEcrEtary of StatE , 

Washington. 

GRAY 

Paris 

DatEd July 8, 1937 

l r:o 'd 2:40 P• m. 

939·, July 81 4 Po m. (SECTI ON T\'10) 

utilization of thE old tEn billion crEdit); advancEment 

of 1 , 760, 000, 000 to thE statE under a nEw i~~m Envisaged 

by convEntion of JunE 30; circulation up . ~1?00,00010?0; . 

dEpos5.ts d01m 3 1 800, 000, 000; covEragE 47 . 53 vErsus 52. 80. 

T!l.is statEMEnt rEvEaling ~ow serious thE situation 

of thE TrEasury end of thE s t abilization tund had bE­

eccE bEforE thE nEw f~ancE law was passEd shocked thE 

market sEvt:re:ly today. Tht:rE was also rumor that 

minis tErs arE in disagrEEmEnt over BonnEt's proposals J 

furthErmorE , hott:l strikEs st1l~ thrEatEn. All of this 

had dEprEssing EffEct on markf!t . Control offErEd at 

opEning a pricE for stErling Whi ch was bElow that Whioh 

markEt itsElf was willi ng to pay. LatEr, with above: 

dEvElopmEnts and disclosurE of bank statemEnt, oontrol 

had to ~~11 stt:rling importantly to obLok st:ri~a dEclinE 

in f'l>Qao. For thE t1.ay the control un:1oubt t:dly lost 

quit£ an amount of fort:ign EXchange: on balanoE and th: 

franc, both spot and forward, wukcrud 1n a dis~ou:ra&ing 
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MJP -2~ No. 939, July 8 , 4 P• m. trom Par1a 

BULLI'l"l' 

1'11'10 

u 
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BANK OF 
~ 

FRANCE 
<{ .1-0 

STATEMENT 

PARIS- STATEMENT AS OF JULY 2 SHOWS GOLD ' 

48 859 000 000 FRANCS VS 5 4 859 000 000 JUN~ 

25- C IRCULATION 8 8 686 000 000 FRANCS VS- 8~ 

985 000 000 - RA T I 0 47 53 PC VS 5~ 80 p~· . · 

-0- - . ·- ,..--- - .. 

JUL 8 1937 
BANK Of fRANCE ~ 

PARIS- CURRENT STATEMENT OF CONDITION \~ 
OF BANK OF FRANCE SH-rs FRENCH STABILIZATIO~ 

t ' · j . ... .. 

FUND TOOK 8 500 Oc,j'O~ atqoe. FRANCS OF GOLD FROM 

THE BA NK BETW ~E N UU Nd' 17 AND JLY I AN D THAT 

THE TREASURY BORROWED 2 5~0 000 000 FRANCS 
,. 

FROM THE BANK • 
THUS THE JUNE FINANCIAL PANIC REDUCED THE 

RESERVf OF THE BANK BY I I PC AND I NCREASED 

THE STATE-S TEMPORARY DEBT TO THE BANK BY 

20 PC-'DE'sPIJ'E THIS INCRE; ASE THE TREASURY-$ 

BALANCE AT THE BANK WAS DOWN TO ONLY 6 000 000 
• 

FRANCS AT THE MONTH END 

TOTAL S IGHT LIABILITIES WERE BELOW THOSE 

OF PRECEDING WEEK OWING TO SHARP SHRI NKAGE 

IN PRIVATE DEPOSITS INCLUDING THOSE OF THE 

• ST ABILIZATION FU~D- OW ING HOWEVER TO THE 

GOLD L.OSSES THE GOLD COVER CROPPED TO 47 5 3 

PC WHICH 'c OMPARE S WI TH OVER 60 PC AFTER THE 

AURIOL DEVALUATION AND 52 80 PC THE PRECEDING 
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WE EK- THUS IT IS L0~6R THAH AT ANY.TI~E S I NCE 

THE AURIOL DEVALUAT I ~~ 
UNOE~ THE POINCARE FRANC REGIME THE 

COVER STAR~ AT 40 PC AND THE LOWEST WAS 

38 PC- IT REACHED ITS HIGHEST FIGURE AT 
• 

81 PC AT THE END OF 1934- WHEN THE BLUM 

GOVERNMENT TOOK OVER 13 MONTHS AGO IT STOOD 

AT 6 1 'f>C 
• 

THE PRESE NT COVER HOWEVER IS RECKONED 

ON BASIS OF A FRANC AT 49 MILLIGRAMS OF GOLD 

WHEREAS ON THE BASIS OF THE FRANC- DOLLAR RATE 

THE FRANC NOW IS EQU I VALENT TO ABOUT 34 

MILLIGRA MS OF GOLD- COVER PERCENTAGES THEREFORE 

ARE ON A FICTITIOUS BASIS AND MUST RtMAIN SO 

UNTIL THE FRANC AGAIN IS ANCHORED TO GOLD 

IT IS TRUE HOWEVER THAT THE GOLD RESERVE 

WHICH WAS OVER 5 000 TONS IN 1934 HAD SUNK TO 

3 600 TONS A YEAR AGO AND IS NOW 2 500 TONS 

APART FROM WHAT GOLD IS HELD BY THE STABILIZA-
e 

TION FUND BUT ALSO EXCLUD ING PROSPECTIVE • REPAY-

MENT OF THE 40 000 000 POS ~TERLING CREDIT 

WHICH IS EQUIVALENT OF ABOUT 200 TONS 

-n-
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H.K.Jr: 

Operator: 

H.K.Jr: 

Operator: 

H.K. Jr: 

Rep. Robert 
Dough ton: 

H.K. Jr: 

D: 

H.K. Jr: 

D: 

H.l!.Jr·: 

D: 

H.II.Jr: 

D: 

H.II.Jr: 

D: 

Hello . 

Congressman Daughton. 

Hello. 

Go ahead. 

Hello. 

All r1ght. 

Jul7 8, 1937. 
4:08 p.a. 

Henr7 Korgenthau, Jr., talking •• 

All right Kr. Secretary. 
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I have read on the newe ticker that Kr. Pieh 
expects to bring certain cba.rgee against •1 
father and •1eelt tomorrow, befor e 70ur 
ooamlttee. I would llke to ask 70U as Seoretar7 
ot the Treaeur7 that before the Committee ad­
Journs tomorrow I have an opportun1 t7 to answer 
an7 oharges that Congreeeman Fieh ma7 make. 

'l'hat• s what I thought 70u would want to do. 
That ' s what I - ae tar as I wae concerned, I 
thought that it 70u would want to u.lte thea it 
would be Just ae well 
ae 7ou could on the floor or the Rouse 

where 70u could make them. I ' • eure it you 
Will sit there tomorrow 7ou'll have a chance to 
answer an7 chargee he aakes. 

I'll be sitting on the front row. 

You' ll be right there. 

I'll be right there. 

'l'hat'e where I thought 70u'd want to be . 

And I Juet want to aake eure that 70U won 1 t 
let that oo .. lttee adJourn Without givlng ae a 
ohanoe to answer thea. 

I won't it Q vote wlll prevent 
it. I'• eure the7 won1 t . 
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H.K.Jr: 

D: 

H,M.Jr: 

D: 

H.M.Jr: 

D: 

H.M.Jr: 

D: 

H.M. Jr: 

D: 

H.M.Jr: 

Dl 

-2-

I'll do all I oan to keep 
•1 1ntluenoe and Tote. 

both b7 

All right . 

glad that rou aeked ae. 

.Ul right, that' e all that I want. 

Well, that' e quite all right, !hank rou nrr 
IIUCh, 

What'• that, 

I ear I' 11 be right 1r1 th rou. 

'l'hanlt rou. 

All right. 

Goodbye . 

Goodbye, 
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H.K . Jr: 

Operator: 

H.K.Jr: 

Operator: 

H.M.Jr: 

Operator: 

H.K.Jr: 

Operator: 

H.M.Jr: 

Operator: 

H. ll.Jr: 

Operator: 

Connect •e With Cooper. 

Ot where? 

JUlJ' 8, 1937. 
4.:10 p.a. 

Congreeeaan Cooper ot Tenneeeee. 

Right. 

And Congreeeaan Cullen ot New York. 

All right. 

It J'OU can't get one, get the other and then 
Senator W&lab ot Kaeeaohueette. 

Right. 

Senator LaFollette ot W1eoone1n. 

Right. 

Senator Arthur Capper ot lAnsas. 

Right. 
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H.lt.Jr: 

Operator: 

H.K.Jr: 

Operator: 

H.M.Jr: 

V: 

H.M.Jr: 

V: 

H.l&.Jr: 

V: 

H.lt.Jr: 

V: 

H.!l.. Jr: 

V: 

H.K.Jr: 

V: 

H.ll.Jr: 

Vt 

H. II:.Jr: 

, 

Hello. 

JU17 8, 19:17. 
4:12 p.a. 
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Congressman Vinson ot Kentucky. 

Tbanlt :JOU. 

Go ahead. 

Hello. 

Hello, 

Henry Korgenthau Jr. 

Thia ia Vinaon, Kentucky. 

Yea, air. The reaaon I am calling up, I read 
on the newa ticker that Congressman Fieh waa 
going to make certain chargee againat •1 father 
and mraelt tomorrow. 

Yea, air. 

And I thought I'd like to tell you that as 
Secretary ot t he Treasury t~At I am going to be 
up there tomorrow. 

Well, that ' s tine. 

Sitting in the tront row, and I'd l ike to have 
the opportun1 ty to answer any chargee t hat Kr. 
Fish makea personally. 

Well , that 1 e tine. 

And I Juet want to make aure that the7 don't 
adJourn the committee on me, before I have a 
chance to anawer Congreaaaan Fiah. 

Well, I don't think there ' ll be any trouble 
about that, it we have to keep the ooaaittee 
there until llidnigbt . 

Well-

And I think - I think that 1 a eplend1d and I 
think the reaction ia going to be wondertull:J 
tine. 

Well, thank 7ou ver7 auoh. 
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V: 

H.JI.. Jr: 

V: 

H.M. Jr: 

V: 

H. K . Jr: 

V: 

H.K.Jr: 

V: 

H.JI.Jr: 

V: 

H .K. Jr: 

V: 

H.lf.Jr: 

V: 

And 117 understanding wae that enrr precaution, 
not onl7 rour own inherent integrit7i but that 
rou bad taken eYerr preoaution at al in regard 
to the aatter. K1 idea ot it wae and ie that 
it Will be a boo.erang that 11111 be ot real 
benefit to the Adainhtratin progru . 

I u eure it 11111, beoauee I u eure Kr. Flab 
ie Juet on a tiehlng expedition. 

That'• right. 

And I think he la Juet going to aake a eucker 
out ot hiaeelt. 

'fell, I oerta1nl7 Will do everything I oan to 
aee that rou get the chance to tollow hia. 

_'fell, that' a - I'd appreciate that •err auoh. 

Have rou talked to Kr. Doughton. 

I called hi• tiret. 

I aee. 

Kr. Doughton aaid that he wae delighted, that 
he would do everrthing he could ae a oha1raan 
and an individual, but -

I don't think there will be aD1 trouble about 
that, it' e Juet ta1r plaring rou know. 

'fell I wae Juet tearful. Soaeone told ae that 
rreadwa7 wae going to get that 12 o 1 olook train. 

'fell, be can lea••· He can leave wbeneYer he 
geta read7, ae tar ae I'• concerned. 

Thank rou verr auoh. 

lll right . 

3 
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H .11. . Jr: 

Operator: 

H.II. . Jr: 

Operator: 

Sen. Arthur 
Capper: 

H.II..Jr: 

C: 

H.M.Jr: 

C: 

H.II..Jr: 

C: 

H.J.l.Jr : 

C: 

H.M.Jr: 

C: 

H.K. Jr: 

C: 

H.K.Jr: 

C: 

Hello, 

Senator Capper or Ian1a1. 

Thank you. 

Go ahead. 

Hello . 

Ho•' • Arthur Capper1 

July 8, 19~7. 
<i:l9 p.m. 
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All right. All right Henr y , 

Ro• are you1 

Fine . 

No• , you e1t on th11 ooemittee on tax evae1on 
and tax avoidance. 

Yee, I aa sorry t o eay I do. Yee air, 1n tact 
that's one or the most embarraeeing Jobe I have 
had. 

Well , you've had a lot or them, eo it muet be 
terribly embarra11ing. 

Yeah. 

Ro• I tell you, I read on the ne• e ticker that · 
Congreeeman Fish il going to make certain char gee 
against my rather and myeelt, and ae Secretary 
or the Trea eury I am going to be 1itting up i n 
that trent ro• toaorro•. 

Yeah. 

And all I • ant il Ju1t a chance to an1nr 
Congreesaan Fiah before the coaalttee adJourne . 

Yeah. 

That ' s all I '• aeking. 

Well, you're entitled to that and nobody else 
can convince ae that you'd do anythi ng or done 
anything t ha t i an ' t abeolutely etra1ght and 
what you thought you • ere entitled to do under 
t he la•. 
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H.ll.Jr: 

c: 
H.M.Jr: 

C: 

H.W.Jr: 

C: 

H.W.Jr: 

C: 

Well, 1t rou1 11 Juet 81•e ae a obanoe to 
anewer thn, Arthur, that'• all I want. 

All right, I'll be tor that. 

'1'haDlt rou. 

I'll welooae anr euggeet1one troa rou. 
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Well all I want 11 Juet a ohanoe to anewer. 
arJ 

Well, rou euretent1tled to that, and rou'll get 
that tr011 ae. 

o. I. 

.Ul right. Goodbre . 
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H.K.Jr: 

Operator: 

H.K.Jr: 

L: 

H.K.Jr: 

L: 

H.M.Jr: 

L: 

H.~ . Jr: 

L: 

H.M.Jr: 

L: 

H.ll.Jr: 

L: 

H.M.Jr: 

L: 

B.K.Jr: 

Hello, 

Senator La follette. 

All right. Bello. 

Hello Belll7. 

Bow are 7ou? 

Fine. 

J\117 8, 1937. 
4.:19 p.a. 

7S 

Bob, I read on the news ticker that Congreeeman 
Fieh tomorrow ie going to make certain chargee 
againet •1 father and m7self. 

That's right. 

And I Just want to let 7ou know that ae 
8eoretar7 of the Treasury I aa going to be 
sitting there in the front row. 

Well, I am glad of that. 

And I want a ohanoe to answer Kr. Fish before 
that Committee of 7oure adjourns. 

o.r. 
All I u asking for, that I have a chance to 
answer him in person. 

That'• fine, Henr7. I'm glad 7our ooaing up. 

I'll be there. 

I Just felt thie wa7 about it Henry, that if 
we didn't let that fellow coae in there he 
would be talking on the floor froa now until 
the end of three 7eare, aalr.ing chargee that he 
had been denied hie opportUD1t7, and that he 
had oertai.n facta and the Cc.al ttee wouldn 1 t 
oon~ider thea. I think the beet -reelt, 
along w1 th eoae ot t he other Bouee aeabere 
l11r.e Doughten and the r81t, the thing to do il 
t o get that fellow in there and aalr.e hia put up 
or lhut up. 

Well, it'e all right with ae beoauee •1 pereonal 

• 
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L: 

H.lf .Jr: 

L: 

H.ll.Jr : 

L: 

H.ll.Jr: 

L: 

77 

t1D&D01al attall'l uad tb1 at!'all'l ot •1 .ttl 
oua be euained bJ uafbo.S,. 

rou don't ha~e to tell ae that, I knew 1t. 

But I 1ll be tbel'l to &DIWil' 1n per1on. 

Fine, HeJU7. 

'rbank 10u Bob. 

!hank1 1 t or oalllng. 

Thank 7 0Uo 

Goodb7e. 

Regraded Uclassified



B.ll.Jr: 

Oper at or : 

H. M.Jr: 

Operator: 

B.lf. Jr: 

B: 

B.li.Jr: 

8 · 

a .ll.Jr: 

B: 

a.N.Jr: 

B: 

a . ll.Jr: 

B: 

.H.Il.Jr: 

B: 

B.ll.Jr: 

B: 

B.U.Jr: 

B: 

B.M.Jr : 

Bello. 

llr . Bulkley, Ohio. 

Thank you . 

Go ahead. 

Henry Korgenthau, Jr. 

He~o llr. Secretary . 

How' s Ohio? 

July 8, 1937 . 
4:29 p.m. 

Oh, Ohio's getting along pre t ty fair . 

That ' s good . 

And I think ma.king some progress . 

Yes. 

Now about the interesting thing t ha t I think 
will be good news for you. 

I can t ake a litt le good news . 

Your friend Moore i s resigning. 

Well , I don ' t know that that's good news • 

I thought you would be glad to have him out. 
' 

Jo, he ' s a f~iend of yours. 

We are working on a.nother thing for him. 

I see. lfo , I wouldn' t - I don•t . After the 
last l etter he wrote me . - In the letter I cot 
from him, why, pretty much closed book as far 
as I was concerned. But if he 1 s out .. . 

Well , I tell you what we are working on, the 
Coal Commission wants him to be manager of 
their Clevela.nd office. 

I see . 
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B: 

l:l .!Jl . Jr : 

B: 

a . IJ.Jr: 

B: 

B.U.Jr: 

d : 

l:l.M.Jr: 

B: 

l:l . IJ.Jr: 

B: 

ii.J.I.Jr : 

B: 

H.M.Jr: 

B: 

B. II..Jr: 

B: 

- 2 -

And be bas got a wide acquainta.nce among coal 
people, and is outstandingly able to do that 
job, but at the same time be bas no interest 
in the coal business. 

I see. 

So it makes a particularly good appointment . 

And you are going to make darned sure tllat be 
doesn 1 t get into tile coal business. 

Ob yes, be won't get in the coal business. 

You're going to take care of that. 

Be won' t get 1n the coal business . 

Well , it's darned nice or you to call me and 
I appreciate it very much. It will make the 
t hing easier f or me, and all or that. 

Yes! I think maybe it will . Now, I have talked 
t o ~enator Donahey, and he is quite in accord 
with that switch, and we are both v ery much in 
accord on the man that we wa nt to recommend t o 
you next. 

All right. 

And I think that you will of course want to 
investigate him and that'll take a little time, 
especially because be is off on a fishing trip 
now and can't be reached right away . 

Is he a g,ood fisherman? 

I think so. 

All r igllt. 

Now 1 Bel vering says the t it will be no e•barrass­
ment to leave the office in charge of the chief 

Campbell, an experienced man. 

Fine . 

Until we have time to turn around on tlle 'new 
appointment . 
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Give you all the tiae you want. 

Well, we know what we want and SeDBtor DoDBhey aad 
I are addressing a letter to the President, wbich 
I think is correct t ora and ae.Dding a copy to you 
recoaending Frank Gatz, wbo i s a lawyer there that; 
poth ot us have known tor a great lll8ll7 year a . 

Well, we ' 11 be glad t o look h1a up when we get the 
name. 

Fine, thank you ever so much. I am certainly 
delighted to have your cooperation. 

Thank you. 

Good luck. 
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H.lol.Jr: 

Operator: 

H .1oi.Jr: 

Operator: 

H.W.Jr: 

Rep. Robert 
Dough ton: 

H.!.I.Jr: 

D: 

H • .II . Jr: 

D: 

H.Jl.Jr: 

D: 

H.U. Jr: 

D: 

H.K.Jr: 

D: 

H.W.Jr: 

Hello. 

Jul7 8, 19:57 . 
4::52 p . a . 

Congressman Doughten calling you. 

All right. 

Go ahead. 

• Hello. 

Secretary? 

Talldng. 

Bob Doughten. 

Yea suh. 

What I want t o aalt you ia thie, it' you are 
going to give t o the preae the t'aot that 
you'll be there t omorrow and that i t' your 
name ie brought out you ' ll make a statement 
about it' we should do it or 
should not do it? 

Well I wasn't going t o aay anything. What 
do you think? 

Well Frllllk and I were talldng, Frank 
thought it all right t o give a statement at 
this time, but I t ol d him I wouldn' t do it. 
1he etatement that J OU were going to be there 
ma7 concern me but I won't do it Without 70ur 
oonaent unless you think it' a the pr oper thing 
to do , I don ' t have an7 preference about it. 

Well, I think it might tip Ham Piah ott' . 

Well .... 
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Don' t 70u think it would be Just better to let 
ae wal.lt in there Without hie knowing I' • ooa1ng, 

I wouldn' t be eurprieed that' a the better wa7 
to do it. 

I think eo, he might change hie etateaent it be 
thought I wae ooa1ng. 
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Re lll.gbt change hie atatement it .. better t o 
take him unawaree, 

I think I ' 11 Juet walk in there w1 thout him 
ltnOw1118 it, 

All right. Are you going t o eay wh1 you thought 
better - whether you are going to g1Ye it out 
or what you thought it beet tor him? 

Oh no, I ne•er giYe out any etatemente. 

Well, I wouldn't give it out that you thought 
it the wise thing to do, 

Well it you don 't mind, I thihk it I oan walk 
up there 101 t hout hie ltnowill8 it I think 1 t 
would be the beet thing. 

exac tly 
Well- all right, that ' s/what we 'll do and we 'll 
eee that you get in here. 

Thank you. 

I think it 1 e a tine thing to do, 

I ' ll be there. 

A.ll r'ight, thanks. 
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H.at.Jr: 
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l:f.at . Jr : 

Rep . J ere 
Cooper: 

H.M. Jr: 
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H.lt. Jr: 
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tl . lt.Jr: 

C: 

ti . J.t.Jr : 

C: 

b.M.Jr : 

C: 

d.U.Jr : 

C: 

H.K. Jr : 

C: 

Hello . 

Congressman Cooper, Tennessee. 

Thank you. Hello. 

July 8, 1937. 
4:35 p .m. 

Hello, Mr . Secretary , how are you? 

tlow 1 s Jere Cooper? 

Fine, thank you. tlow are you? 

Oh, I 1m never better . 

Fine . 
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I read on the tape that this fellow Congressman 
of yours Hamilton Fi sh i s going t o make certain 
charges against me and my pappy . 

Xes , I voted against that. 

I know. 

I didn't believe in letting him use our committee 
as a sounding board to get a lot of publicity and 
come along with a lot of insinuations and get a 
lot of stuff off his chest so to speak. I Just 
don't believe in recognizing him that much. 

Well , what I 'm going t o do as Secretary of the 
Treasury, I•m going to be s itt1ng in the fro~t 
row tomorrow. 

Fine . 

And all I'd like to ask of you is that I get a 
chance to answer Hamilton Fish before the committee 
adJourns . 

You can sure do that with my vote and all the 
help I can give you. 

Well , that's all I want . 

Fi ne. Then listen 8D1 - if you have anrthing 
yuu want h1.l! asked or anrthing else you get it 
to me and I will help anr wq I can. 
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Well, 7011111 ba•o t o uee 10111' 1uctnat1oa, 

Well, I'll be 11&4 to help 7011 &D.1 ft1 I oaa. Sure Will. 

Al l right . P1ae. '!'hank 70u . 

You're weloo•o . 
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R.Y.Jr: Hello. 

July a, 193?. 
4:3? p.m. 

Operator: Senator Walsh ot Kaeaaohuaetta has gone tor 
the daJ. 

R. K.Jr: Yea. 

Operator: And Congressman Cullan ia in committee meeting, 
he ia going to call you. 

R.W.Jr: All right . 

~ Operator: That'• everybody. 
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H. K. J r: Wall I think Jou've done enough. It you can get 
Cullan, all rlght and eend me up Harrlaon' • 

telephone number at hla home, I want to call hla. 

Operator: Governor Harrle. 

H.K.Jr: No , Pat Harrison. 

Operator: Pat Harrison, all right. 

R. W.Jr: And I think that 1 e all . 

Opera t or: All right. 

R.K.J r: Rallo - Hello. 
Rap. Tho:ua H. 
Col len Hello. 

R.K.Jr: Henry llorgenthau, Jr. 

C: Hello llr . Secretary. 

B:U.Jr Oongraaaaan Cullen. 

C: Right . 

H.li.Jr: COIICJ'tlaiii&D Cullan I ' ve read about Congreaeaan 
Fleh going t o aake oert&lo cba.rgee againet 111 
tatber and •1••1t to•orrow. 

C: lea. 

R.K.Jr: And I '•• decided aa Beoretar7 ot the Treaaury 
I aa going to co•• up there and elt in the t ront 
r ow toaorrow. 
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That '• tine. 

Now. what I'd like to ask and all I ask ia 
that I have an opportunity to answer Congress­
man Fish before the committee adJourns tomorrow. 

Ot course. you a.re entitled to that . 

That's all I want to ask. 

You're entitled to that - no fireworks. You 
wouldn't announce that to the press. would you? 

No . I think - I talked to llr. Doughton on 
that . 

Yes . 

I think it auch better than I walk in without 
giving hia advance notice. 

That 1 s tine. 

Because otherwise be might change his statement. 

I think you're right about that . 

I Just want to walk in t here hoping that he won•t 
know about it and then when he makes his state­
aents . well. I'll be there to answer them. 

Yea . Well that's fine . You walk in there with­
out any f i reworks. ~ou•ll be there. 

I 1 11 be there. 

And you'l~ have the opportunity . 

And all I aa as.king tor is a chance to answer thea. 

0.~. Thank you Secretary . 

Thank you. 

Regraded Uclassified



. 
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secy. Hull: 

R.".Jr: 
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H: 
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H.ll.Jr: 
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H.Y.Jr : 
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H.lf. J r: 

H: 

H.M.Jr: 

H: 

Ji.U.Jr: 

Hello. 

Seoretar;r Hull comi ng on. 

Hello. 

Hello. 

All right Henr;r. 

How are you, 

All right •. What's going on? 

J ul;r 9 , 1937 . 
11: 02 a.m • 

Well I Just came down from the Hil l listening 
t o Ham Fish tor an hour and a halt. 

Well he ought to be thrown ott tbe Hill. 

Attacking loire. Roosevelt, the Roosevelt family 
and my wife and myself. 

Yee, he is the worst radical 
anywhere. 

I know ot 

I know he is. He had nothing but hearsay, he 
had no evidence. 

Well of course, that's all he wants. 
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Yee . Cordell, it ;rou could help ae out and eend 
over this morning a proposed communi que between 
the and myeelt. 

Yee, 

I'd like to know very much it it aeete with 
your approval. 

Well, I'll take it up and Feis or one or the 
otbers will oel l you back in two minutee. 

I ' d appreciate that, 

Ie1, air. Be glad to do it Henry. 

Thank you. 
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H.M.Jr: 
Herbert 
Flea: 

H.W.Jr: 

F: 

H. L! .Jr: 

F: 

H.U.Jr: 

F: 

H.K. Jr: 

F: 

H.M.Jr: 

F: 

H.14.Jr: 

F: 

H.loi.Jr: 

F: 

H.K.Jr: 

F: 

H.W,Jr: 

F: 

H.W. Jr: 

Hello. 

Th1e 1a Herbert F1ee. 

Yea. 

Jul7 9 1 19~7. 
11:11 •••• 

The Secretar7 hae a delegation and asked ae 
to oall and ea7 -

Talk a little louder. 

That 1 e 0, K. 

O. K. 

He'e got a delegation, that•e wh7 he'e not ­

But be 1 e eatiafied. 

Yee. O.K. 

Are you going to be over here later or not? 

You mean, the Braz111ane? 
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Well, I haven' t aean our bo7e, I don't know wha t 
ia happening. I ' ll oall 70u back later. 

All rlght, I'm read7 to - and one or two aepeota 
to that, perhape, g1ve me a minute on 1t thla 
afternoon. 

Well I won't have any ohance thle afternoon. It 
70u want to aee me, t he onl7 t1me I oan 111 you 
would ba at quarter t o twelve . 

Quart er or twelve. 

Goah, I aa ehelled 1n here b7 the 
Want ae to g1ve them to 70u now over the phone? 

Bo, I can' t do it now, I'• -

All rlght, I'll be there at quarter t o twelve. 

'l'hanlt 70u, 
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RE CHINESE AND BRAZILIAN UON~TARY 
AOREEllEUf S 

July 9, 1937 
11:45 a.m. 

Present: 

H. r.i .Jr: 

Lochhead: 

B. !.I.Jr: 

1/hite: 

Lochhead: 

li .li.Jr: 

White: 

Viner: 

B. loi .Jr: 

Viner: 

llr. Lochhead 
llr. 1/hi te 
!.lr. Riefler 
Or. Viner 
Or • Vlilliams 
Mr. Gast on 
Or . Feis 

llow, llr. Fe is called me up to say tba t Llr . Hull 
approves the Joint sta tement for this afternoon. 
The President bas seen it and said be approved it, 
subject to Kr. Hull ' s approval. So t hat ' s all 
cleared . ~o , Herbert, if you' ll go ahead and have 
a press conference a t J :JO - and I happen to know 
that :.1r. Kung likes to have a picture taken. 

lbat was apparently their own man be bad with them 
yester day. tie went out witb the Chinese . Be spo•e -
Aung said, "No pictures today . " 

\~hen I had him at dinner at the lfetropol1 tan Club, 
he had this man with him. He said, • Is it all right 
to have our pictures taken?" I sai d, •If you don' t 
mind, let's wait.• So these Chinese - they travel 
in style, but we •re Just a little behind; we haven't 
yet got to have a personal photographer as an aide . 

Now, what about the statement that we give Just as 
a working memorandum, a s to how we buY - we gave one 
before - unsigned, just on a piece of paper? 

Well, that would be the legal one . 

That's the legal document . 

Now, just like we said1 we ' re going to - you going 
to give them something¥ 

l•ell, you gave them 1 , 2 , ). 

You gave them that memorandum. 

Did you keep it? 

I think be kept it . 
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He had that, because they checked that up with me. 

\'leU, is there anything else on that? 

Bo , there ' s nothing further . I don't want to send 
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the bid out for the silver until the thing is entirely 
cleared and you have bad your meeting . 

Now, her~tofore I 1 ve always told Pittman in advance 
of these things. I think I better tell him. I told 
Pittman and McNary - they ' ve always gone along . Are 
we announcing how much silver we buy? 

No, Just an extension. 

Suppose Pittman said, "No." Then what? 

Just thinking. 

Pittman ob ject? 

Would he? 

(Nods no) 

Kight not. Of course, Pittman is not interested in 
buying a nybody 1 s foreign silver . 

If he has any objection ••• • 

It •s all right to tell hi.m at this time. 

He never has objected. I 1ve always told him; it 1 s 
always worked all right. But the thing I - we buy 
the silver, then sell them some' gold; I don't think 
he' s going to like it . 

Why tell him about the gold part? 

I think I'll let it ride . 

llr. Korganthau, you understand we ' re b~ing silver 
and selling gold. Technically, to the silver people, 
we issue - we ' re buying silver and not paying for it 
with gold, but with si l ver certificates, wbich is 
pr oper. 

Regraded Uclassified



H.II.Jr: 

Locbhead: 

B. !.! . Jr: 

Whi te : 

H. '4 . Jr: 

1¥1lli ams: 

H.M.Jr: 

White: 
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Now, what else does anybody want? 

You have this question about Brazil . 
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'Nell, I'll take it en ~~asse. Who' s going to talk? 

(Handing papers to Secretary) This is a very brief 
outline. This is a little bit broader outline. 
Williams would like to preface that. 

AJ.l right, preface, Williams . 

It•s al l ~Titten out in tha t other one. We saw 
them yesterday and we asked them certain questions, 
which they t ook down, and Sousa Costa ' s assistant, 
whoever be is, went over the questions with me and 
they ' re going to bring in answers this afternoon. 

How, the questions we asked them are put down on 
this other one here. They all relate to three topics. 
One is the general situation in Brazil. The second 
is the question of central bank. And the third is 
the question of gold. And they said they ' d bring in 
answers. 

Then we sat down and talked it over among ourselves 
and we talked it over with Herbert, and we came to 
the conclusion that the problem a s a whole is too 
difficult, presents too many uncertainties for 
immedia te handling, but that there are certai n things 
we might be able to agree on fairly promptly. So 
that we thought that a s a working program we might 
see what we can agree to now and what we would under­
take to study with them over a longer period, perhaps 
a period of months, and you have there the sumaary of 
things we mi ght be able to agree on now and things 
that we ' d study . If you want me to go over that • •• • 

I couldn' t assimilate it today. I mean I've been 
through a terrific nervous strain the last 18 hours. 
I couldn' t assimilate it. I can1t do it . There ' s a 
limit to what any human body can do . 

There ' s no need to assimilate it. 

No, there ' s no need really. All we have to do now, 
as I a ee it, is to see these Brazilians this after noon 
and get the answers, thank them, and suggest a d.ate 
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Williams: 

White: 
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next week, about Wednesday, for another meeting . 

Is that fast enough to suit the State Department? 

Oh, we have no independent feeling about that, pro­
vided it doesn ' t put the Brazilians off more than 
they like to be put orr. 

Oh yes, if they want to meet sooner, all right . 

We want time to study their answers . 

He wants a couple days in New York, he said. That 
gives us ••••• 

Later he said he ' d postpone the New York tri p. 

It necessary, I suppose. 

I think we could work out an agreement with them now 
that would give them something to take home, be of 
some value to them, and probably wouldn' t raise any 
very important questions f or us . Then as to the 
other things , which are really two, the central bank 
and this question of a gold commitment - that we ' d 
stud~ those . ••e'd say, "On the central bank question, 
that s your affair, but we'd be glad t o give any tech­
nical assistance and advice that you want and arrange 
for study over a period of months. " And then the 
question of gold co1111itment, which is the most bother­
some question of all - we'd take that under advisement 
also for a period of months . But we can do certain 
pretty concr ete things right now, if you' re willing . 

Well, what you peo~le have got to do is let me read 
this thing. I don t want to - I 1m out. I mean I ' ve 
been on my feet ••• :. 

When you (Williams) say •now" you don't mean today, 
you mean within the next week or two. 

Within the next week or two. 

I ' ll be back here Monday . By that time I will have 
read this memorandum. Now, it suits me and I think 
i t suits everybody much better if you people are work­
ing on - and then 1s 1t the i dea that you people be 
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H. r.l . Jr: 

Feis : 
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Feis: 

White : 

Feis: 

Williams: 

Viner: 
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back here Wednesday? Is that the thought? I ' • 
Just - I don ' t know. 

Yr . Williams Will be back. 

Well, I 1m asking •••• 

It Will only be necessary for Yr . Williams to be 
back on Wednesday, probably, a nd then l ater the 
others, after the pr eliminary memor andum is pre­
pared . 

All right . 

93 

I don 1 t want to interfere with anyone ' s vacation, 
Yr . Secret ary , but I would like to remind you t ha t 
this fellow is up here following conver sations be­
tween the Presidents of two governments. He was 
invited up her e primarily to di scuss this gold 
arrangement - other matter s supplementary . I think 
it is highly desirable tha t we do nothing that would 
seem to defer di scussion unduly, and tha t we do not 
come out wi t h too trivial an outcome for immediate 
action. Other wi se •••• 

Better show him •••••• 

, ,,,they will r egard t hemselves as having been misled . 

I d on' t think you ' ll .: •.•• 

Secondly , I would re~nd every one tha t one a spect of 
the discussions between President Roosevelt and 
President Vegas had to do with the question of stabili­
zation and entry into the tripartite modetary agreement, 
and you' d have to know whether you were going to 
default all of this or give it immedi ate considera tion. 
By "immediate" I mean 1n the course of t his visit. 

We see it Just the same way you do. Now, the real 
question is whether you think we ' ve got enough there 
that we can agree on immediately. 

That was the fall of 1936; it 1s a long time ago. 

Surely . 

Regraded Uclassified



Viner: 

B. ?.! .Jr: 

Whi t e : 

s .u . Jr: 

Viner: 
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Vi ner : 

H. !.I.Jr: 

Viner: 

H.M. Jr: 

Viner: 
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Viner: 
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if the taing is important, i t r equires car eful 
study . 
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The only point - I want to say that these men have 
been here for "two weeks and the State Department 
tied them up for ten days , never let us take a look 
at them. ~by can' t we get a look at them for ten 
days? 

I don ' t see how ei ther of those two questions could 
be answered . . ... . 

Now look, you people, may I leave it this way. Let 
me read t his thing and let me t alk t his thing over 
with Herber t Fe is Yond.ay afternoo.n, when I'm a 
little bit nearer normal; I 1m zero now. If I ~el 
I need you, I 1d like to be able to call each of you 
up on the telephone and talk t o you; because I 'm 
definitely leaving Monday a week for Hawaii, so what 
we do we 1ve got to do next week . 

You're lea ving about what time on tha t Monday? 

On the train for Chicago, 4:17. 

4: 17 . I just want to see - if this Brazilian thing 
shouldn't require~ presence here next week, I think 
I would like to be here before you l eave, in case • • • • 

J ake, you • • •• 

Lf I come in on Monday, assuming this Brazilian thing ••• 
I 

This Monday? 

No, no, next Monday , a week from Monday - the day 
you ' re leaving; i s there any use 1n that? 

Then go out to Chicago? 

No, no, no. 

I don ' t know. Unless there ' s something tha t you 
men know - you know what this thing is; you' r e Just 
as much interested in t his thing as I aa, and you know 
whether we need it or not . Now let me r ead thi s thing. 
And I ' ll call you up on the telephone if •••• 
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Yay we also leave with you two other memoranda 
to take home with you over the weekend? 

Please . 

One is the Yugoslavian letter . 

Archie, you see that I get it. 

And the other one is the Swiss thing . 'lie 1 re working 
out a sugges tion !or you on both. 

lhe Swiss i ti ul l i t t s par c ar. y mpor an • 

Important because we •• •••• 

lolatter of policy • 

• ?e have some ideas on tha t. 

And es I say, I don ' t know what ' s in here, Herbert 
Feis doesn ' t know; I'll be back here Konday . 

Also, lolr. Secretary, I see in one of the newspapers 
this morning that there is a Nicar aguan missi on on 
the way to see you. 

Tney ' 11 have to a:me to Wa1kik1. 

Do you (Feis) know about t hat? 

No . 

~hey mentioned Secretary Hull and Secretary lolorgenthau. 
They 're coming up to see Secretaries Hull and lolorgen­
t hau. 

Inci dentally, Export-Import Bank ••• •• 

Was lolr. Bull - what was his reaction to that aeaoran­
dum - the Chinese? 

Oil, completely all right. It wasn't lolr. Bull at all; 
it was Far East that fussed around with it tor a while. 

But he personally •••• • 
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on yea , 

And you? 

No observation. 

And evidently the 
long did he take? 

President's all right on it . Bow 

Oh, it only took 
in and came out . 

five minutes of his time. I went 

Now, as I see it - I hate to keep saying I'm so tired, 
but I can't help it; I am - everything else, and then 
to nave this thing go up and be attacked by Bam.ilton 
Fish, and everything else; i t ' s a.... The thing came 
out beautifully though. 

Yes. 

~o if you men will let me call you up some time 
Monday ••• I ' ll read this thing by tnen. And will 
I see you (Viner) before you go or not? When do 
you leave? 

Late this afternoon - 4:35. 

And you don't fly, do you? 

No. 

So I can't nelp you. You (Riefler) do, so you be 
available from 3: 30 on with your satchel. 

Yes. 

We •ll leave about a quarter of tour . 

And what time do you think we ' ll be there, about? 

I would say tour or five hours. I can Juat run you 
in about 8 o ' clock daylight sav.ing; take about three 
hours . 

I 1ll telearaph them to be there. 

We • 11 Just about make it in ar ound three hours . Buh? 

Thanks . 
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H.M.Jr: 

Feis: 

Feis: 

White: 

Feis: 

-9-

Well, that ' s about all, I guess . 

I take it the idea then is to suggest to the 
Brazilians when they r eturn their replies that 

97 

this ia a weekend and then there will be some 
necessity for further discussion, and suggest to 
them Wednesday as the date for resuming discussions, 
with the idea that that will give them time to con­
tinue their conversations. 

And if you can check and f ind out i f that will be 
the time that the President sees them, you can put 
it, "As long as you are coming down to see the 
President, we 1 11 make it that time." Huh? So that 
will make it kind of sound a little better, won' t 
it? 

Yes . 

Will you let us know? 

I think I'll come over here and defend my Portuguese 
friends against this l ustful vacation. 
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H.M.Jr: 

Operator: 

H.M.Jr: 

Operator: 

H.M.Jr: 

Operator: 

H.M. Jr: 

Hep, Fred )( , 
Vi neon: 

H.M.Jr: 

V: 

H.M.Jr: 

V: 

H.K.Jr: 

V: 

H.lt.Jr: 

V: 

H.li. Jr: 

V: 

H.li. Jr: 

V: 

H.M.Jr: 

V: 

H.li • .Jr: 

Jul7 Sl, lS137. 
12:117 p.a, 
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Connect Congrea ... n Vinaon ot ~entuckJ, pleaae, 

Right. 

Hello. 

Congreaaman Vineon. 

Thank .YOU, 

Go ahead. 

Hello. 

Hello. 

Korgenthau tailing. 

!hie 1e Fred V1neon. 

Well , I Juet wanted to aa.Y thank JOU. 

Well. 

I thought JOU put up a beautiful Job toda7. 

Thank .YOU, elr. 

And it I'd be Haa Fieh, I think I'd go eoak •1 
head in the ooldeet tub ot water I could find. 

Wa11
1 he wae in a ~er7 r141culoue poeition, 

waen t be. 

And the thing tbat intereeted aa part1cularl7 
wae the •81 the Republican aeaberB JWDped on hia 
at the end. 

Yae. 

Eh. 

Yee, tbe7 ware alright. 

Yea. 

We ' ~e been - in tact n•~e beenpoepared tor thia 
aort ot thing tor e011e u.. keep thea 1n 
a goo4 hu.or. 

Well 70U 1 ~e p Yen hi a a CbaDDe DOW to COIIplete 
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V: 

a.».Jr: 

V: 

H.M.Jr: 

V: 

H.».Jr : 

V: 

H.M.Jr: 

V: 

a .M. Jr: 

V: 

H. M. Jr: 

V: 
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Yes , and it looks to •• like that there waan•t 
anything to it whatever. The man couldn't even 
substanti ate fro• whoa he got the information. 

~o. 

It's reall7 a pathetic situation. 

Yes, the !act that he wouldn't naae the man . 

That ' s right . Well that's a cowardly thing, 
it seems to me, when you get right down to it . 

Well, I admired you t he way you went at him and 
1 Just wanted to tell. 

Well, I appreciate that 
It's a right difficult thing because you're in 
ana.y country and you•ve Just got to kind of !eel 
your way and I really felt like we got a lot or 
adaissions out of hia. 

Oh, it was marvelous. 

I felt -

Oh, it was wonderful. 

Well , thank you sir , I aa glad that you appreciate 
it. 

Goodbye. 

Goodbye. 
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li ,Jt,Jr: 

Operator: 

ll .ll.Jr: 

Operator : 

li. ll. Jr: 

Operator: 

H. U. . Jr: 

Operator: 

li . lt,Jr : 

Operator s 

llello. 

Jul7 9 , 1937 
12159 p.a. 

Congressman Dougbton 11 not in his office, 
they are trying to locate h1a for you. 

Well, I'll be back up at ten ainutes of two, I 
can talk to bill then, tell him. 

All r i ght . 

Anything else? 

jo, tbat•a all . Mr. Farley bas gone to l unch. 

Oh. Well I 1ll see him again. 

llo other calls. 

'!'hank you. 

Right . 
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Jul.y 9 , 19~7 

The proposed J oin~ s~a~emen~ ot the Secretary or 
the Un i t ed States Treasury and the Uinieter or Finanoe 
or China to be i ssued a~ 3:30 this aft ernoon was r eturned 
by Secr etAry llorgenthau to Ur. LOchhead this morning. 
The Secretary said in general ~hie met wi~h hie approval; 
~hat he did not have time t his morning to handle it him­
self, and that he wished Lochhead to clear 1~ with the 
State De.oartment , the Chineao U1n1st er or Finance and ~he 
Preci dent and to have i t ready tor 3:30 ~his afternoon. 

Lochhead got 1n touch with Or. Kuo who s~a~ed t hat 
~he message as i~ stood me~ with ~he approval ot Or. Kung. 
Dr. Feie ot the S~ate Oepa~ment stated he was doing hia 
bes t t~ have i~ cleared ~hrough his Department, bu~ owing 
~o the s ituation in the For Ess~ he wanted i~ clearlY un­
derstood th3t we would no~ release the statement until 
i t had r eceived the approval ot the Sta~e Oepartmen~. 
llr . Lochhead assured him on this point, bu~ drew his a~­
t ention t o the tact thnt i~ had already been approved by 
the Secretary ot the Treasury and the Chinese Uinister ot 
Finance and it woul d no t be pooaible to wai~ f or the State 
Deptt rtment's appr oval before it was submitted to the Pres­
ident, Dr . Feis promised tha t he would use every eftor~ 
t o expedi te its clearance. 

At 9 :30 a. m. , Ur. UcReynolde, Or. Whi~e and Ur. Loch­
head went ~o the White House with the statement and Ur. 
UcReynolds ex.>la1ned ~o Secretary !!cintyre the reason t or 
bringing ~is statemen~ to the President's a~ten~1on. 
t!c!ntyre t ook the s t a temen~ to the Pres1den~. He returned 
with the information ~hat the President approved o: the 
stateoent ln 1~s pr esent t orm and that 1~ was all r1gb~ 
t o r elease i~, provided we secured the St dte Depa~men~' • 
a;>proval. 
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The ~ cooperatiGD which r .. ulted tr<a tbe cOilf- ot tbe 

Secretary ot the Treu11r7 ot tbe llaited Stat .. ot U.rioa with repre .. ta­

ttna of the Chin••• llinietey of l"iDuoa in aq, 1936, has oc:otributed to the 

yeey auccesaful tuootion.l.D& ot tbe new Chinese 11011et.Ar7 qet• with bcetite 

both to the internAl econoo,y ot China and to All&rl08.11 trade. 

ll"e are nmr able to &mLOIDCe further procreaa in a.onetaey oooperatioc 

bet ... eer: the two oount .riea in purllllit of the lmderetanding reached a year aco. 

At that tae the Secrot8.1'7 of the Treaa11r7, in a plt>Uo eta~, aaidr 

•I feel cOilf'ident that the aonet8.1'7 prosraa being p11raued by 

the l atioruU. GO'rermaent of China is not ~ alq aoUDd linea, 

but cooet1tutea an iaportant etep toward the desired goal or 

atahilit;r of world currenoiea • 

. "To auppl_,t their ettorta toward that object1Ye and to 

cooperate Tlith th. in their prograa of 11011etaey retor• and our­

rona,- etftbiliqtion, and in aooord&noe with our allnr puroha.M 

poll07, wa hen detin1tel,y indicated our w1111 ngn.u, under con­

ditione llutual.l,y acceptable, to Mke purcb.naes trOll tbe Central 

Bank ot China ot Sllbetantial a.oUDta of ellnr, and also to alte 

an.il.able to the Cctr&l. Bank of Cb.ina, under conditicma llhioh 

eatecuazod the interests ot both cOIIIltrlea, doll&r emMnce tor 

ourrco,- etabiUJiatioo purpoeea. • 

At the .... tiM, the llinieter of Finance ot China in a Jd>llo eteM­

IIellt expre .. ed the tina belief tbat the - _..,.. ot ~ ret- wll1ala 

,.re then heine adopted b7 tbe Chinaae Go~t, and the e.rraac-ta ~ 

witb the 11Aited states would ina_.. the etallilit7 ot the Obineae oarz v, 
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and this 110uli1 izlarltablJr lead to creater ocono.ic iaprouaent and prosperity 

of the Chinese people. 

~-ts hue now 'b- ll8de throllllh which the ~t of ChiAa 

103 

will purobase troll the trn.1 ted States Trenaur:r a ali>stantial aaount of sold. To 

aid the Ch.inese GoY8l"DDIeelt thus to aupent ita sold reserna, and 1n accordance 

with the terms of the lhited States Silnr Purohase Aot of 1934, the trn.ited States 

Treasur:r vUl purchase an additioaal &1101mt of ellnr t'r<la the Chinese GoverDIUilt . 

The IJilitad Stntee Treasur:r 11'111 also 'b:.ooaden the soope of the arranae­

llellts under llhich t he Central BSDl< or China bee 'beeo enabled, UDder conditione 

~thich M!eguard the interests of 'both coUDtriea, to obtain dollar exchange !or 

curren01 etablliaatiOD purposes. 

Both the Seeretary of the Treasury and the Finance llillister of Ch1na are 

gr..atl;y gratified 'by tha 'bene!ioie.l results to 'both cOUDtriea which hi\Ye 'been 

the consequence of their underatand1ng reached last rear, and they are equeJ.:Q­

gr..t itied to 'be able to &DDOUDOe t'urtbar procreaa 1n their cooperation. It 1a 

a source of satisfaction to thea that the progrl1ll of aonet~U'T reforas IUld cur­

rency ateblliaatiOD 1n China bas 'been carried out with vest auccesa and baa 'b­

accoapsnied 'b;r an increnee of trade 'between China and othar nations, partioularlJr 

the trn.ited sta tes, which occupies the first pl.aca 1n Ch1M1a !oreiga tr&da. 

Because of hie desire to express the apprec1at1on of the Chinese GoYerD­

ment lllld the people of Chins, the Chinen llill1ater or Finance oa.e 1n peraoo to 

the IJDited States to oooduct the negotiations which hne just 'been concluded. 

!he Seoretar;r of the Tre&8UJ7 craatl,y appreciates harlns had thia 

opportlmit;r tor personal oontaot with the :r1nance Jl1n1ater of China and of 

unllertaltin& 1n conference with h1a to t'urther the welfare of 'both cOUiltriea. 

oOo 
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Preaent: 

B.li.Jr.: 

Q. 

.l. 

Q. 

.l. 

RIPORl' 01 Sli:CRZ'l'ARY IIOJIG.Ill'l'IW:I' S 
PBISS CONIIRIICI, JOLT 9 , 193?1 

Dr. B. B. lung, Ti ce-Preeident of the &xeoutiTI 
Yuan and lllniet er of finance of the Republi c of 
Chill&. 

Dr. Chengtiag 'r. Wan&, .btbanador of the Bepublic 
ot China. 

llr. P. W. luo, Director of t he Bureau of loreicn 
trade , llinietr;r ot I nduet r;r, llepubUc of China. 

You pntle:oen aU know Dr . l ung and the Chine .. 

b ba .. ador, and Dr. lung and J17Ul.f aaked you 

people to coae i n toda,y eo we could gbe out thia 

joint atatement. Would you like me to read it 

out loud or would you people like to read itT 

I ' d like to haTe a aoeent t o read it or aoaeone 

to read U to ue. (Dr. lung poaea nut to the 

Secretary for photocraphere). 

I'd be c l ad to read it if you want me to. It 

would juet take a 11inute to l'llD thl"'\I&h it. 

(Beads mi meograph atatement 10-?l). We'll ehat. 

hand a on that ( ahalcea hand• with Dr. lung) . 

llr. Secretary, don thia :sean that gold w1ll be 

eold to Ch1JlA f or the firet t1ae f or purpoaea 

other than exnhanp atabilbationT 

llo, 
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~. 

J.. 

~. 

J.. 

~. 

A. 

Dr. Xung: 

~. 

H.U.Jr.: 

Dr. Xungl 

~. 

J.. 

- 2-

I .. ..,, 1t aa:r• the7 1 rlll pnrehaae fro• t he 

Un1ted Stat .. 'l'reaau~ a aubetantial .. OUDt of 

cold. • Now la that cold for the purpoae of 

exchan«e atab111sat1ont 

l or the purpcoe ot nchaJlce otab111sat1on. 

Solel7? 

Solel7. 

n u 70u aa:r M¥thlnc ab011t t he aaOUDtt 

'fell, Dr. lunc Md I would rather not-b that 

r1ghtt 

That ' e r1&:)1t, 

Could you Oaf 1t lt le to be done at regular 

lnterrala or at thoee intervale con~en1ent t o 

each ~eraaentt 

!hie particula r tr..,oact1on hao been concluded 

M4 the actual exchanp ot t he au..,r and 

pnrehaee ot cold wlll taloo place juat aa rap1dl7 

aa the doc,..nh Md the checlr:a can be draJm, 

Io that rlght t 

!hat' • r1&:)1t. 

'f1ll that be reflected l n u:r ttcureo that are 

~l&ble t o ua--that • ...,.entt 

Tea, 1t wlll ahow up .1n a muctlon 1n the 

oter1l1ae4 f\mA, In otlwr worola, it' • part ot' 

the ate r1l1se4 cold aD4 .., lnoreue 1n the allnr 

oert 1floatee. 
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~ . 

.l. 

~. 

.l • . 

~. 

.l. 

~. 

Dr. 1~1 

~. 

Dr. lwlc:• 

~. 

- 3-

!hit h puN~ liD l.nte!'Ml 111\tter, but atn.,. 

tba DOileT 1o colDc to be wl\bd....,.,. troa that 

ateril1ted t\m4, '0'111 70u bu;r up bUlaT 

lo, it1 a an exchan~-tba aeobaDica ot tba 

thiD« h paid tor out of the pneral tUDd. 

I Juat re,..Dbered that when l">U aet up that 

t\IDd 70u aa14 aa C014 came l.n 70U14 iaaue billa 

8D4 aa it '0'81lt out 70u1d bu;r billa. 

Partact17 true . 

You 4i4n1 t haTe toT 

lo, the neceaoar, e4JuotDent will take place 

but the amount io not outtioient that 1t will 

aab aey 41ttereoca 1n the p~ which we 

&llDOUDC8 Oil llon4&7 • 

1111 t ba col4 re..a1.n 1.n thlo count r,T 

Taa, I will 4epoa1t t he col4 here. 

Could 70u ..,, Dr. 1~, what thh would do to 

the a11Ter reaerTeo l.n the Chineoe banka, what 

cbaD«a 1 t will ll18ka l.n the ratio T 

It wUl aillpl7 l.ncreaaa our col4 reaerno a 

little .ora aa4 4aorea.e our ailTar . 

I thl.nk .tuat on• l.nterpratatloo obDul4 not he pat 

on thla l !he Chlnaaa ra••"•• of 1014 aa4 toral.p 

•soh•oca baTe not bean 4eplata4f 
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Dr. Kune• 

Q. 

Dr. IUD&I 

Q. 

Q. 

Q. 

Dr. Kung : 

Q. 

.... 

- 4-

l o, no. no. 

'l'hl.a hn1 t to bolater th•T 

Tea, to lncreeae tha. 'fe ba4 too IIUCh au.,.r 

reaene, but we thlnlc we Olllht to ba .... more 

sold reaene. 

I underetand, air, the t;eld would rema.ln 1n thh 

count ry. 

Yea, tbe gold will reaaln here . Of the ather that 

wea aold laot year an4 the year before all the 

money atill rema.lned in 70ur banke, end without 

1ntereet, eo it ' a a little money for your bsnka. 

Do you 1ntend to trenafer oome of thooe credita 

then to eome other placeT 

lo, 1 1Te set credit elaeWbere: I went t o keep the 

Aaericen credit here 1n Aaer1ca. 

I thought th1e new sold perh&po a1gbt aUbatituta 

tor acme preT1oue ailTer cred1te you had hera. 

1'he sold will reuin hera . 'llbat we went h • 

reaene ~·eseinat our 1aaue. 'fe cirouleta 

p&:per 80ney 1n Chine--we ~ to keep t he reaena. 

'fbere do you keep the reaanaT 

'fa keep raaena 1n Jew Torte, 'feahiacton, or 

8bengbe1, llenlcl.nt;--1t doean't .alta fJZJ¥ 41tfereaoe. 
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Q. 

Dr . Kung: 

Q. 

Dr. 1:111141: 

Q. 

Dr. Kung: 

Q. 

H.W.Jr.: 

Q.. 

- I) -

Tbia ia behind ~ interB&l note ia.ua &D4 ia 

not &D i.nteraaUo•l axchallge u waa ~ 

previaua arrancementf 

flu~ reoerve, whether we have gold or ail wr, 

that'• all ac,ainat ~ 1a.ue. 

108 

Jhat ia your proport ion of silver and gold reaervea 

nowl 

!hat 1 am not prepared to answer Just now. 

'rhe figure was given aut at the time of the a1lver 

agreement laat year , 1 believe; aa 1 remember, it 

waa about l/3rd. 

OUr caah reeorve ia aixty per cent and oacuri\7 

reser~~ ia for t y par cent ~inst the circulation . 

llr. Secretary , do :vau plan t o tranofer an;v ater1111e4 

geld t o an;v other coun\ry 1D a aimilar -erf 

'fell • you know .. by now; we only cake announca .. n ta 

when WO connluda "CJ"IeiOIIDtl, aDd We have DO other 

agreement which 11 concluded axcept t.hia one with 

the Ch1n811 Oovar1111101nt. 

Could you ala bora ta , llr . ·s.cretar:r, on wba t you ..,­

here about 1 t.he United Stataa 'l'rea.ur;r will &lao 

broaden the acopa ot tba ar~ta un4ar wb1oh 

tha Central B.nlc of Cb1a hu been -bled • • • • to 
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A. 

Dr. 111JICI 

B.II.Jr.r 

~. 

A. 

~. 

A. 

~. 

- & -

lt '• ol.llpl,. the &J'!'all«o"ento Which Dr. Iunc 

he.o uda nth ua, thJ'OUCb 0'0.1' ttocaJ. ~~«~nte-­

TOur ~~«~nt 1o the Btllllc ot China. 

Too. Cent ra1 Banlc ot China. 

And ouro io the .Peden.l Reoarn, and be lteepo 

a certain amount of dollaro and €Old and a11Yer 

on depoolt nth the• and theoe mone,.a , whether 

the,. lift COld 0 r oil Yer OJ' act 11&1 dollaro, aft 

a part ot bio 110natu,. rooorYa 1€1inot blo 

cuneno,.. 

Io that the 0 brD!Iden1nc ot oc~T1 You ••• wo 

neYor did know What the ooope wao, eo we can't 

toll. 

Woll, I won1 t be aean enoUib to call on the aan 

Who wrote it , but I think ,.ou•u Juat haYO to 

t ako it ln TOur otrido. 

Can it propert,. be oeld thet tb1o 1o a broadonlnc 

of tho otab1lisat1on policy lnYol•lnc Jranoo, 

lftt:land and ouroelYooT !be t ripartite acr .. aaont . 

Can the,. brine thea lnT 

l o, tblo h an ac,...•nt between the Cblnooo 

OoYo.,..nt and the United Statoo and it bao 

notblnc to do with the trip&rtito II&TIIMnt. 

It otronctheno it t boueh, dooon 1t itT 
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A. 

Dr. KUI!l;l 

Q. 

R.W.Jr.a 

Q. 

1.. 

Q. 

1.. 

Q. 

1.. 

- 7-

bTthing that etreJ14thene the Uu 'between 

China &lid the OJIUed Statu belpe etrenctben 

sll 1'ore1t;n exch~. 

Tee. !bat 1 e right. 

llr. Secret&17, would you expect to iuue a 

statement a1m1lar to thia on the conclualon of 

the dhcu .. iona with the :Bras1lian 111nhtry o1' 

linancat 

If you don't mlnd--aak some or the men who COTer 

the 'rreaaUJ7 rejtUlarl1- . (llaahl1gbt bulb 

explodea). 

llr. Secretary, may we aak you a question about an 

internal a1'1'a1rt 

I don't aind, 11' Dr. lung doean 1 t a1Jid. 

It '• reported that during the p&at week, uong 

other th1nga, you con aide red the haU&JICe O f t;Old 

cart11'icatea t o the ledaral Reoene Board 1n 

exchange for oecuritiea which they bold. 

Wall, I read that etory and I tbo~t that tboaa 

atoriea were only weekend otorleo. 

Wun 1 t 1t a good weekend otoryt 

Well, I 1d rather not COIIIOIIDt on lt, b1lt u I aq, 

110 

I don't k:Jiow who WTOh the otory, but tbo•8 ator lee 

ueuallT are written OTer weelcende-hot WHkenda . 

1 doa • t thtnir 11e sot u OGi or tba fJ'M81117· 
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~. 

.... 

~. 

A. 

~. 

"· 
~. 

1.. 

~. 

Dr. X~: 

~. 

- 8 -

J~r. Secretary, will you tell uo about ;rour 

vioit with George Rsrrioon ;reoterday7 

l.l;r Yiait with George Rarrioon waa thiol 1 wanted 

to explain to him how we expected to handle the 

gold and ailTor tor the Chineae Govenuoont. .t.o 

he 1o the head ot the 7ederal ReaerYe ot lfew Ton:, 

which io our fiocal ~ent, we talked about that, 

But that other plan wao diacuooed at the conference 

here yeeterdaT, waon' t itf 'l'he i eauance or gold 

certi!icateo acainot goYornmont aocuritieof 

Shell 1 ourpriae you? 

Yeo. 

You al•a¥• believe me , don't you? 

Surel;r , 1 de. 

Well, we didn't diocuoo it--we did not. 

I'll pin you do11111 a little 110re and ask if iou 

dhcuued it in the peot week. 

!lu<t ' 1 enough. You know when 1"" &$:$ 10u beli ... e 

me 1 onl;r tell the truth. 

I ' d lika to aok Dr . Kung if thi o concludeo hio 

negotiationo hero . 

Teo, ao tar •• Yr. Worgenthau. 

I wondered it ;you were ooeing ~ ot her depertaonto . 
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Dr. XUJ!CI 

~. 

Dr. IUJ!CI 

~·· 

.... 

~. 

.... 

Dr. IUJICI 

- 9-

loll, I'• •••ill& people nef7 <!.aT· 

.t.ra you learlD& to110rrow, elrf 

lo. 

llr. Sacrata17, elnce thia fiCIU'& rlll ohow 'CIP 

nentually 1D the cold eterilisation fUD4 

flltllr&l , could you ciTe ue a ceneral idea of the 

UOUDtf 

lo, I 1a oorry. I think you' ll bawe to be a little 

petie.nt 8Dd than do a little cue .. I.D&. 

Could you oq it it cocrparae ro11&1>17 with tbe 

tranoactlon a tear aco f 

112 

l o , Dr. lung 8Dd I &«reed that we wouldn 't make &D1 

COIIllloDtl . 

It -:T affect the price of col4 aDd oUnr on tba 

world aarkat and we don 1 t want &DTbodT to epaculate. 

ooOoo 
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J'Cll DI!(BI)IAD UI.EASI 
J'ri d.aT, Ju]T 9, 1937. 

!IUWURT DIPAJ!'IKIII'I 

Pren Senice 
Bo. 1~71 

113 

!!!be following joint statement 1a made b7 the Secretary of the TreaturT 

end tho lliniater of l'i.IWICe of Chinat 

!he monetary cooperation ~ich r eaulted from the conference of the 

SoerotarT of tho TreaeurT of the United St&toa of Aaeriea vi th r opresentatina 

of the Chinese lliniatey of .J'1nanco in ~. 1936, haa contributed to t ho 't'OrT 

aueeeaatul fUnctioning or tho n ew Chinoao monotar;v a,-.teoo with beno!ita both 

to tho intornal ocon~ of China and to .t.moriean trade. 

We are now able to announce turthor prosroaa in monotaq cooperation 

botwoon tho tvo countries in J;Urnui t of tho undoratandlng reachod a ;roar A&O• 

At thot timo tho Socrotery of t ho Troaeur;v, in a public atatomont , aaidt 

"I fool confi dont that tho monotar;v program boing pur­

auod b7 tho Natlcnal Govornmont of China ia not onl7 nlong eound 

linoa, but eonati tutoa an iaportl'llt a t op t oward t ho dosirod goal 

of atabilit;v of world curroncioa . 

"'ro aupplomont thoir ef for ts t oward that objoctivo and to 

cooper a to '1'1 th thom in thoir prosram of monotar;7 r oform and 

curroJIC7 at&bilisation, and in aceordanco with our ailvor J;Urchaao 

policy, 'ITO havo dof1n1to17 i ndicotod our willin4lJloas , undor eon.­

di tiona mutual iT accopt&blo, to au>ko purchoeoo from tho Control 

llonk of Chino of aubatontial omounta of ailvor, and oleo to IIIAII:o 

ovailoblo to the Control llonk of Chino, under eondi tiona which 

aofo~d tho interoata of both count riea , dollar oxchanco for 

curronc;v a tabilisation ];Urpoaea. 1 

At tho INIIIO tlao, tho lliniater of J'inance of China in a p;~bUo at&t-t 

6Xproaaod t he t1ra belief that tba now IHI08UI'81 of aonotery refont which ware 
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then being adopted 'by tho Chineoe Oovornmont, and tho arr~~D~:cconta aa4e with 

the Uni ted Statea llould inwre the atab1lity et tho Ohineao c:urrGDq, Gild thia 

would 1nevitob~ lead to greater econoa1o improv .... ent and proaporit:r ct the 

Chlnoao peoplo , 

Arran~ments hnvo now boon aade thrau&h which the Goverrcont ot Chipa 

vill ~halo troa tho United Stntea Treaau.r:r a aubatantial ODOWlt ot ~ld. 

'ro aid the Chlnese Gevornaont thua to IW6ment ita ~ld r oservoa, and in 

accordnnce Ill th the t om a ot the United States Silver Purchaao J.ct ct 1934, 

tho United Stat es Tre&WlT vlll pll'chaae an add1ticnal Ollcunt c t ailvor troa 

tho Ohineoo Oovorllrlont. 

!bo Unltod Stntoa 'l'renW17 vill .Uao bro:>don the scope of tho arr~ 

nenta undor which t he Central Bonk ot Chino has be on onnblod, undor cond1 tiona 

which aafe&UArd the intorosts of both countries , to rbto.in dollar o:m~ tor 

curroncy stabilization p11'pcaea. 

Both the Socrotary of tho Troosur:r ond the J1nonco Winiater ot China 

aro greatly gratified b;r the bonotie1al roaults to both ccuntrioa. llhieh have 

boon the ccnaoquonce of thoir understanding reochod lost -;ear, and thq aro 

oqually gratified to bo able to anntunce turthor progroas in their cooperation. 

It 1a a source of aathfacticn to theo~ that t ho progrliiD ot J:lOnotar;r r oforna 

nnd currency atnbilhation in Chino has boon corriod out vlth groat auocou 

and baa beon accoapanled b7 an lnor ooao of trade botweon Chlnn and other 

notlcna , particularly the Unttod Stotea, which oecupiea the tirat ploce 1n 

Ohlno' s foroip trado. 

Bocanoe of hll deaire to oxpreaa the appreciation ot the ChiDeae Oovo~ 

mont and the people ot China, tha Ch1noao Winlltor of J1nonco ccoe 1n poracn 

to tho Un1 ted Ita tea to eoDO!nct the nocettatlona which han ,fuat been concluded. 

Regraded Uclassified



115 

-3-

!he Seoreto.r7 ot tho !reMUrJ sreo\)T appreola\ea barlllc ha4 \hie OJIPOI'o 

tunitT tor poreonal eo the\ wUb \bo liDaDce llinie\ar ot China 11114 ot Wl4eJ'o 

teld.ng in eontereneo with hil!l to tur\ber the weltaro ot both countr1 ... 

\ 
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JR 

Secretary of State, 

7fashiOGton . 

946, July 9, 5 p .m. 

Pno:· COCHRAN . 

GRAY 

Paris 

Dated July 9, 1937 

Rec 1d 2:27 p .m. 
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The ft. llo~ting is a brief survey of official communique 

published in AG~'CE ECONOMIQUE outli~1ng the new financial 

measures 'hich are scheduled to a~pear in the Journal 

Official tomorrow in a decr ee comprising about sixty 

article~ . It appeara that further decrees to be published 

in the nenr future will emb~tieo.sures to be taken to 

balance t ho so- called ~budgets (Postal Administra­

tion, !lint ~ ot cetera) and the budgets of the state 

mono!)olie s . 

The mec.sures as a "hole are expected to add 10. 500 

fra ncs to the annual revenue of the State (eight billion 

for the 3tate proper and two and ~ne-half billion f~r the 

rail11ays) • 

reasuros against speculation, fraud and t'iscal 

evasions provide for a special tax equal to 100')( on 

exceptional prot'its realized by speculators on forward 

purchases of gold or foreign exchanges between June lO ~nd 

30. It appears that normal co~~eroial operations in 

merchandise 
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JR #946, July 9, 5 p .m., from Paris . 

merchandise or foreign securities will not be liable . 

The general income tax is increased by 2~ tor 

taxable runounts over 20, 000 trcnos . Inheritance duties 

as concerns transfers of real property are increased f rom 

8 to 12~ . The tax on income f rom regis ter ed securities 

is increased from 12 t o 15 per cent and from 18 to 24 

per cent on bearer securities . The same tax is incr eased 

from 25 por cent to 30 per cent for foreign securities . 

Ac conce rns fiscal adjustments the Cedular tax 

is i ncrea sed as well a s the coat of certa in stamp duties . 

The produc t i on tax is i ncreased f rom 6 to 8 per cent . 

In order to equalize rail and road transport charges, 

taxes or. cas, oils and petrol eum used by trucks are 

incr oo.ccd • 
. • 

The above any measures concern the general budget . 

In addit~on postal, t elephone and tel egraph rates 

are increased, Tobacco prices are raised by about 2Q%. 
rurthoroore througll immediate reorganization of tho 

rail-nays an increase of the ro.il~to.y tariffs will provide 

at once for additional annual receipts of two billion 

franca and a further increase of s ix hundred millions 

before AU6Ust 15 . 
r lease in1'orm Commerce , \'lith reference to customs 

changes see 948, 7 p .m. 

BULL ITT 

HPD 
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RB 

Secretary of State 

Washing ton. 

947, July 9 , 6 p . m. 

FROM COCHRAN. 

GRAY 

Parls 

\ 

Dated July 9, 1937 

Rec 1d 2 : 30 p . m. 

Yestoroay 1 s dotmward t rend tn t he franc was 

reveresed tod~y after it became realized that the bad 

statement of the Bank of England ~hich was released 

yesterday covered a period which included only one day 

118 

of the new f inancial policy. Todny' s press gives official 

communique summarizing Bonnet decree laws but JOURNAL 

OFFICIEL containing them will not appear before tomorrow. 

In cablegrams 946 and 948 the main items of the communi que 

are publi shed. Too early to judge fUll market reaction. 

Initial feeling is one of r elief that nothing more 

immediately detrimental to the exchange and stock markets 

has been i ncluded. On the other hand there is skepticiem 

as to the actual amounts that will be collected through 

the new levies and consequently a doubt as to t he effecti,. ­

ness of the Government's program. Securities which are 

subjected to higher taxes naturally did not react well 

today. 
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RB - 2-#947, July 9, 6 p . m. from Par1a 

today. 

French control had a ta1r day acquiring sterling 

although rate varied considerably and control was not 

able to operate steadily. One Paris American bank pur­

chased today approximately one million dollars for the 

control at 25 .85 . Rumor current that Soviets contem­

plate early sales of dollars against ste rling. Forward 

!'r9:1c not holding earlier recovery. Hotel and 

restaurant situation continues unhappy. 

KLP 

1'/WC 

BULL ITT 
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RB 

Secretary of State 

Washington. 

455, July 9, 6 p . m. 

GRAY 

London 

Dated July 9, 1937 

Rec ' d 2:30 p . m. 

FOR TREASURY FRO!J BUTTERWORTH. 

Chamtsrlain made his first important public 

speech as Prime Minister last evening in the course 

120 

of which he stated: "Every measure by which you can 

estimate prevailing aends t ells the same tale, whether 

it be notas in circulation or the returns of trading 

companies or the traffic on the railways or the retail 

sales or the savings of t he people . I hear occasionally 

from our opponents that all t hi s activity is simply due 

to the Government's r~armamont program. That .allegation 

will n~t boar a moment 's investigation. 

There have been, I think, two main factors in 

that policy which produced these results and they are 

sound finance and the chango 1n our fiscal systE!III . Sound 

finance has given us balanced budgets; balanced budgets 

restored confidence and enable ua to carry through tha 

great 

Regraded Uclassified



RB -2-#456, July 9 , 6 p , m. from 
London 

&root conversion operations . These operations enable 

us to establish the reg1me or cheap money and cheap 

money has encouraged the expansion or trade~. 

The French tax and economy decrees, details or 

which have n.ot yet been received in London, seem to 

have concertrated somewhat the unfavorable tmpresslon 

mad6 by yesterday' s Bank or France statement and con­

sequently the franc has remained steady and slightly 

bid today , 

BUiGHAM 

v • 

KLP • 

WWC • • • 

... -
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PARlS.••FI!NCH TAXPAYERS TOlAY IECilVtl ltTAlLS OF TIE llLL TJIY 

r.UST PAY IN TKI ~OVIINftiNT•S FlCHT TO SAFICUAII THE CUIIENCY ANI 

RESTOR£ FINANCIAL NOlMALTY. 

IRASTIC TAX INCREASES VIlE APPIOVII BY THE COV£1NMINT IN A FOlMAL 

COUNCIL 01 MINISTERS ANI PIOMULCATEI AS OFFlCIAL••Hl~HII lNCO"E TAXES, 

HIGHER RIAL ESTATE TAXES, NEV STAMP TAXES, HI~HEI PlOIUCTION TAXIS, 

HIGHER TARIFFS, HI~KEI CASOLINE TAXES, MICHEl POSTAGE ANI TELEPHONE 

RATES , HIGHER TOBACCO PRICES ANI HIGHER RAILIOAI FAlES • 
.. 

THE GOVERNMENT ' S IICIIIS V£1£ MUCH MORE IIASTIC THAN EXPECTEI • 

. THE TAX' INCREASE VAS ISTIMATEI TO TOTAL 10,,00 , 000,000 

rRA~cs <$420,ooo,ooo>. 

IN COME TAXES WERE BUSTEI TO 20 PER CENT ON INCOMES ABOVE 201000 

fR~NCS ($800) •~RETROACTIVE FOR 1~J7. 

I 

A 100 PER CENT TAX WAS PUT ON PROFIT$ fROM SPECULATION IN COLI ANI 

fOREIGN EICHANGE I URlNC THE PERIOI BETWEEN J UNE 10 ANI JUNE 20. 

IT VAS ANNOUNC£1 THAT MEASURES VOULI BE TAKEN TO PREVENT FUTURE 

EVASION Of TAXES BY SECURITY HOLlERS, ANI SECURITY TAXES VERI INCREAS£11 

lNCLUI ING A RISE fROM 2' TO JO PEl CENT IN Tiji TAX ON IIVIIEN)S FIOM 

fOREIGN SECURITIES. 

IITAILS OF STAMP TAX INCREASES VUE VITHHELJ. THE CENtRAL PIOIUC• 

TICN TAX VAS INCREAS£1 FROM 6 TO I PEl CENT ' EXCEPT FOI FOOISTUFFSo 

TARiffS ON PROI UCTS CONTIOLLEI BY QUOTAS VIR£ RESTOR£1 TO LEVELS 

EXISTING BEfORE LAST OCTOBER. 

GASOLINE TAXES VERI INCREAS£1 ON BUSSES ANI TRUCKS, WHICH ALSO 

VIR£ SUBJICT£1 TO LICENSING FEES. 

INCREASES VERI MAlE lN TELEPHONE ANI POSTA~£ RATES ANI TOBACCO 
I . . 

PRICES VERI RAISEI BY 20 PER CENT. 

THE HlCH RAILIOAI COUNCIL IECIIII ON FREI~HT INCREASES OF ABOUT 11 

PER CENT, VlTH LESS£1 lA TIS ON AU I CULTURAL PIOIUCTS, EFFECTIVE JULY 
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F~ENCH TAX DECRff JUl 9 

PARIS- DIRECT AND INDIRECT TAXES TO 

YIELD 8 000 000 000 FRANCS IN THE CURRENT 

YEAR THUS COVERING THE ORDINARY BUDGET 

DEF I CIT HAVE BEEN ENACTED INTO LAW BY THE 

SIG NING OF A GOVERNMENTAL DECREE ~A RESUME 

ISSUED BY FINANCE MINISTER BONNET STATES 

\ 

THAT THE LA;N 1- IMPOSES A I 00 PC TAX ON PROF)TS 

DERI VED FROM SHORT SELLING OF FRANCS 

BETWEEN JUNE 10 AND JUNE 30 : 2~ OBL I GAT I ON 

IS LAID UPON BANKS TO REG4STER THE NAMES 

ANO AD DRESSES OF ALL PERSONS CASHING COUPONS 

IN ORDER TO SUPPRESS EVASI ON OF COUPON TAXES -

3- A PRODUCTION TAX IS SUBSTITUTED FOR THE 

TU~ NOVER TAX IMPOSED UNDER THE AURIOL F I SCAL 

REFORM WHICH IS EXPECTED TO YIELD I 400 000 000 

FRA NCS- 4- C~ST~S DUTIES ARE RESTORED TO THE 

LEVEL WHICH PRECEDED THE OCTOBER DEVALUATION 

AND ARE EXPECTED TO YIELD 500 000 000 FRANCS 
..... 

IN THE CURRENT YEAR AND I 000 1000 000 IN 

1938- 5- 1938 INCOME TAX AS SESSMENTS . ARE ' 

RAISED TO YI ELD 500 •000 000 FRANCS 

POSTAL TELEPHONE ANO TELEGRAPH RATES ARE 
( 

INCREASED TO YIELD 700 000 000 FRANCS ~ 
.. 

TOBACCO PRICES ARE BOOSTED 20 PC - A SPECIAL 

MINISTERIAL COMM I SS ION WHICH W~S APPOINTED 

TO CONSIDER REORGANIZATION OF RAILWAYS . 
IMMEDIATELY RAISED RATE .T,O t_RQ PUC"' 2 600 000 

·-:.- · 
000 FRANCS ANNUALLY 

THE NEW TAX DECREE INCLUDES A RISE 

~ROM 25 TO 30 PC IN THE TAX ON OIVIDENDS 

FROM FOREIGN SECURITIES- THE GENERAL 

PRODUCTION TAX WAS INCREASED FROM 6 1o ·a 

PC EXCEPT FOR FOODSTUFFS 

123 

.. 
I 
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ADO NEW FRENCH TAXES ao 1 ~ ~ 

PARIS -UP - T~E HIGH RA I L\OAD. COUNCIL 

DECIDED ON FREIGHT INCREASES OF ABOUT IB 

PC WITH LESSE R RATES ON AGRICULTURAL 

PRODUCTS EFFECTIVE JULY 22 • 

-o-

NEW FRENCH TAXES "~ J • 9 1937 
PAR,S- THE REACTION TO THE FISCAL 

MEASURES ALL 1HE DETA ILS OF WHI CH HAVE NOT 

YET BEE.N PUBLISHED APPEARS TO BE FAIALY 

FAVORABLE - '"1 T IS NOTED THAT THE GOVERNMENT 

AVOIDED INCREASING TAXATION OF FOODSTUFFS 

WHICH ALREADY ARE E XEMPT FROM THE 6 PC PRO~ 

OUCTION XAX AND REMAIN E XEMPT FROM T~~ NEW ~ 

PC RATE AND ON W~ICH RAILROAD RATES WILL BE 

ONLY MODERATELY RAISED- NEV~THELESS I T" IS • 

THOUGHT INEVITABLE THAT THE COST OF L IVING 

MUST RISE OWING TO THE NEW FISCA~ BURDENS 

-a- · ...., -;_ .- -
AD O J 1L 9 • 

PARIS- AMONG OTHER OUTSTANDING FEATURES 

ARE THE 20 PC INCREASE IN GENERAL OF THE FLAr 

INCOME TAX APPLYING TO ASSESSMENTS ALREADY 

I~SUEO OR ISSUABLE THE CURRENT YEAR I NCREASE 

IN THE COUPON TAXES OF 12 PC TO I S ~CON 

NOMINATIVE SECURITIES 18 PC TO 24 PC ON 

BEARER AND 25 PC TO 30 PC ON FORE I GN SECURITIES 

AND THE TAX ON OlRECTORS FEES OF 24 'pC Tb" 27 PC~ 

ALL OF THESE ARE EXPECTED TO YIELD 000- 00{) 

1£4 

• 
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ADD NEW FRENCH TAXES "\~~ JUL9 1937 
I 

PARI S- TH~ 100 pc· TA X ON SPECULAT IVE E XCHANG 

-E PROFITS ON RECENT FRANC DEPREC IATI OPC IS NOT 

EXPECTED TO YIELD MUCH AND NO ESTIMATE OF THE 

YIELD IS GIVEN WHI!E · IT IS POINTED OUT THAT 

· sPECULATI ON IN SECUR I T I ES AND COMMOD IT IES- I S NOT 

AFFECT~D 

-0- . -

l931 .. 

ADO. NEW FRENCH TAXES 

PARIS- CONTROL OF COUPON PAYM ENTS THROUGH 

BANKS IT IS ESTIMATED.WILL BR I NG IN 630 . 000 

000 F.RANCS ANNU ALLY BUT WILL BE INEFFECT IVE 

AGAINST EXTENSIVE F ISCAL EVAS I ON THROUGH THE 

PRACTICE OF DEPOSIT l' l'j\. SECUR I Tl ES ABROAD 

A TOTAL OF BODO 000 000 FRA NCS IS 

EXPECTED AN NUA LLY BUT ONLY 4 000 ooo :ooa 

DUR ING THE BALANCE OF THE CURRENT YEAR 

-o- • 
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DEPARTMENT OF STATE 

WASHINGTON 

J'UlJ' 10, 19:57 

CONFID!NT!AL 

The Seoretar.r or Stat~ presents his oo~limants to 

t he Honorable the Seoretar.r or the Treasury and enolosea 

tor the oonridential inroraation or the Treasury Depart­

ment a oopy or a paraphrase or the essential portions or 

a telegrUl dated J'uly 8, 1937 , t rOIIl the American :rabea87 

at Tokyo i n regard to Japan' s exchange position. 

Enclosure: 
Paraphrase or telegram 
~o . 184, lilly 8, l p.m. 
:t'rom li:ID.bauy Tokyo , 
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B~tpartm~tnt of IHaU 

TO 

Lettu dralle<l ··-------

:l:~Q.a4U.n' • ·····················-·--···-

.. _ ......... ., ...... .._. -

) 

• 
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The .. eot1al. portiona ot a telesrm (.No. l.&fo) ot 

~ulT 8, 19:!7, tram the .American .AIIbuaador at Toqo, read 

subatantiall7 aa tollowa : 

There aet in toward the latter part ot 1936 a aarked 

increase in Japanese pu.rchases ot certain articles w!Uoh 

it was antioipated might be attected by any ot the three 

tollowins tactors ( 1) Japan's program tor the replenillblunt 

ot armaments, (2) an anticipated upward reTiaion ot the 

Japanese Ulport taritt in accordance with announcements bT 

the Minister ot 71nance, and (3) risins prices in world 

markete. 

There ensued a general waTe ot speculation as maniteeted 

by a gain during the last semester ot 93 percent 1n the ware­

house etocks ot raw cotton alone. J.lal'lllinslT heaTy purchuea 

haTe been aade ot other essential oommoditiee, particularly 

steel. While the purchases made by 1nd1rtdual .. rohante 

haTe been ot a apeouletiTe character the tact that there haTe 

been larser 1a110rtatione ot priaary oc.aoditiea used 1n the 

production ot articles tor e~ort and ot oa.aoditias needed 

tor the 8.1'1U1118nt program ehows that it 1B the deliberate 

polioy ot the Japanese GoTerament to proaote euoh t.porta­

tione in the pursuit ot certain tlxed polloies. It would 

appear Tery doubtful troa aTailable eTidenoe that Japaa oan 

so Oil till&noins euoh t.porta Ullleea either it. ourtaila 

drut1oal.l:T the ~rt ot oQital to lluobaria or re4uoea 

the ~rtati011. ot o~tie• ftioh are llOII.-eaHlltlal. 
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The recent reTision or the existing exchange control 

regulations in the direction or more rigid and thorough 

control indicates that &Tan though the exchange position 

bas not onl7 not iaproYed but has probably shown retrosression 

s ince last January, the Japanese GoTerument will try to 

regulate the exchange situation by imposing restrictions upon 

the iaportation or commodities which are either unconnected 

with the armament progr11111 or which are not used in the pro­

duction or goods tor export 1n preference to the 110dirying 

ot gOTeramental policies which contribute 1n large aea8Ure 

toward the creation ot such a situation. 

It is roughly estUn8ted that the capital transferred 

annually to Manchuria tor military expenditures and tor the 

economic and industrial deTelopment ot that region 111110unts 

to about Yen .00,000,000 yearly. There 1e no eTidence that 

this amount is being substantially curtailed 1n spite ot the 

very great dirticult:r ot the present exchange position ot 

Japan. 

While it is true that the present adTerse trade situation 

in Japan baa been brought to a bead b7 speculation consequent 

to certain econoaic factors suoh as ~ticipated u~ reTisiOD 

ot Japanese !aport duties and rising world prices, it is 

prUn&rily due to hearter imports ot artioles required tor the 

carrying out ot national policies. AD intecral tactor 1n 

J apan• a ecana.io position is the deere• ot dislooaUOD in 

Japan's internatioa&l trade position which oan bs ascribed 

to 
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t o .uoh purob.ue• he1,ptenecl u the 418looat1on 18 liT the 

oont11lue4 export o~ oapital to Manohuria and to that extent 

may be oou14erecl u a matter ot oaloulate4 and deliberate 

p~iey. • 
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JR 

Secretary of State, 

'"!ashingt on . 

950 . Jul y 1? , 1 p .m. 

FRO!! COCHRAN . 

GRAY 

Par1a 

Dated July 10, 1937 

Rec•d 9:50a.m. 

130 

'l ith :'aris markets nnd ba!lks closed today it is 

imponoibl o to judge further reaction of financial 

communi ty to Bonnet•s decree laua, The Fr ench General 

Confederation of Labor has however come out with a series 

of r oco1:11ncndations .for ~inancial measures wl>-ich appeared 

in thin morning ' s press . These envisage control of 

foreign operations of French barucs. reorganization of 

Paria money market and institution of . "open• policy, 

pAt i onnlization of insurance business, heavier taxes 

on wealthy, suspension of amortization of public debt , 

reorgnni~~tion of banking and credit ays.tem and s1m111U' 

measures . r c r organized labor to advance this 

formidable program just at the time the Government is 

introducing its new projects pl anned with idea of 

enoouraginc return of capital to France will undoubtedly 

be interpreted as a continuing menace to capital and a 

handicap to Bonnet . More serious aspect of hotel and 

restaurant strikes is also discouraging. 

!'~oeeding to Basel tonight and returni.ng Tuesday 

morning . 
I 

suu.rrr 
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RE BRAZILIAN AGREEMENT July 12, 19.37 
9 :10 a . m. 

Present: 

White: 

a . LI.Jr: 

Lochhead: 

H.U.Jr: 

.Vhite: 

Lochhead: 

llhite: 

llr . Lochhead 
Mr. White 

Harry, now when Taylor comes back - I've read this 
thing very quickly, this answer to Bachmann and 
Schnyder, see, but I unders tand , going up on the 
plane wi th Riefler, that this isn't polished and 
finished . 

Possibly could be polished a little more. 

nell, 'I'm not ready now, but I 1mnt - who wants to 
be custodian of this? 

Well, I think Barry better be custodian. 

lf I get a chance I may want to sit down and kind 
of t alk about it this evening, you s ee . I don't 
know yet - I mean ~ time is short - but I think 
1 got it, and I t hink it soundsall right . 

Now, where are we on this Brazilian thing? 

The Brazilians returned at four o'clock, and much 
to the surprise of everyone, I think, what they 
asked for was merely the privilege of purchasing gold, 
and as they paid for it it would be theirs; they would 
not include it in their statement until they had peid 
for it . However, they were of the opinion that the 
most desirable thi ng - psychological effect would be 
given if a definite amount were to be indicate4 that 
t hey could buy. In other words, if you were tQ say, 
"We stand ready to sell 50 million dollars of ·gold, 
to be paid f or over e period of possibly a year or 
two or three" - however, the gold would not be theirs 
until they paid for it in foreign exchange. Which 
was a little contrary to what we had been l ed to 
believe. 

1ne situation cleared up v ery quickly when we found 
out what they wanted . 

And Sousa Costa appears to be a very i ntelligent 
person, a man whose i deas a r e very sympathetic to 
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H .~ . Jr: 

.Vhi te: 

H.M. Jr: 

rlhite: 

H. !t.Jr: 

Vlhite: 

H. l.l . Jr: 

Lochhead: 

a .u .Jr: 

White: 

H.M. Jr : 

Lochhead: 

White: 

-2-

what ours are. They' re coming back Wednesday 
morning, at which time we will presumably have r ead 
over t heir answers t o the questions which we sub­
mitted . I have already r ead them over. They are 
very simple statements without - there would be 
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no question at all, I think, of our willingness to 
meet their request . I think you can give them every­
t hing they want . 

What time they coming back Wednesday? 

10:30 Wednesday morning • 

All right . You (Lochhead) get word that I want 
Riefler, Viner, and Williams here. 

I think probably you' d better get them on the phone; 
don't you think so? 

Well , I•m on this Swiss thing. Let these fellows 
come back. 

~hey hate to come back. 

I know. • bey get the honor; let them get a l ittle 
work. 

When do you want them back? 

I want them here in the office at 9:15 Wednesday 
morning . 

Williams is coming anyhow. 

well , let these birds come . Viner gets home from 
Friday night until Tuesday night; he comes down 
here . And tell them I want them here for two days. 

Two days . O.K. 

Yes , and I think another reason you' d want thea -
there ' s a letter from Senator Wagner and I prepared 
a letter t o •••• 

Well, tell them I want them here two or three days at 
the most. 

• 
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That will give them off a weekend . 

Remember I spoke about a letter from Senator Wagner 
and a reply by us? I prepared a draft of something, 
if you nnt to go forward on it. 

I hones tly feel that this Brazilian situation has 
cleared up tremendously in the short talk we had 
on Fri day afternoon. 'i'he only thing that might 
stand in the way of giving them what they want is 
the possibility that you may be tying in for some 
future undertaking with Brazil . I don't feel that 
way . I know there is some feeling that way . I 
feel we must take our chances . In other words, if 
we give them a commitment to sell 50 million and 
t hey can ' t take it up, they might come to us and 
say, "Make us a loan to carry this out . " But I 
think in any agreement you run the same danger. 

This is interesting . When someone mentioned a 
hundred million dollars, he said, "0h no, t ha t ' s 
too much." He ' s very modera t e . 

Anybody say anything about silver? 

No, and that's one thing t o which Williams is 
averse. But I think r~e can vtork up some • •• 

What would it be - one-quarter of 50 million, 
12i million? 

That would be as much a s you could hope for. 

Ma thematically, what would it be? If they had 50 
mill ion, one-quarter •••• 

At $1.29 •••• 

45 cents. 

I think you'd have to sell them on the one-quarter 
monetary basis at $1 . 29, which would make about ten 
million ounces. Otherwise, it would have to be over 
25 million ounces. 

What would it be on a $1. 29 basis? 
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At $1. 29, tour million dollars in bullion value . 

About ten million dollars . 
I 

It s one-quarter of the gold - and then together 
maltes one-third of each? I s that right? 
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One- third of gold; one-fourth of the total monet ary 
stock . 

One-third of the gold should be silver; then it 1s 
more t han 12! . 

It• s 50 milli on altogether • 

Work it out mathematically. 

$1 . 29 is as high as you can ask them to go. 

It is your thought tha t we ought to open tha t 
field of discussion? 

Absolutely . 

I don 1 t know if they • ••• 

I think that it was pert of it. 

Well , who was at the meeting? 

Williams and ~self - Archie stepped in for part ot 
the time - and Feis and Livesey, and bouse Costa , 
the Ambassador, and his interpreter . 

Now,· when you do this, Sousa Costa - does be under­
stand l:.nglish? 

~e understands 1nglisb very well, better, I titnk -
as well as the Ambassador . 

He knows enough to sit quietly and take it all in. 

When he wants to answer, he answer s . \Vhen the other 
person gives a wrong a nswer, be interrupts. And he 
is a very able man, be's a very shrewd man -very 
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competent . 

But I think he ' s so competent that he ' s not asking 
impossible things . 

Herbert Feis was there, very e ager to push this thing 
and get over with it as rapi dly as possible . Be 
wil~ doubtless ob ject to silver. Nothing was said . 
But he was very pleased and hf said he doesn ' t - he 
told them personally he doesn t see any reason why 
there should be any obstacle . 

Couldn 't we get word to t hese fellows, so they could 
be thinking about it, that we have silver in mind? 

oousa ~osta isn' t here. «e can find out - I don' t 
thillll: it does any good to talk to anybody but 
Sousa Costa . 

Find out when he gets back . Yaybe I can see him 
before . 

It would be a very good i dea , 

Did you see about my interview with the Brazilians? 
Some fellow from the Havas News Agency called me up . 
Now they say you got your staff so intimidated that 
they won' t talk at all for publi cation. Be asked 
whether I had seen the Brazilians . I said, "I don't 
talk for publication. " Then he asked H" I was going 
to see t hem . I said, "I don't talk for publicat i on. " 
ne said , "Is your name Lochhead?" I said, "I don ' t 
talk for publication." That ' s the way Drew Pearson 
got it. 

But I do feel .ve can clean that up this week. 

I can have Aieley find out - (to Kieley) !ind out 
when Dr . &ousa Costa, the ~inance Minister, will 
return to Washington. I'd like t o know. Call up 
the Brazil i an Embassy . 

Then we can wait; Just hold up on Viner and Wi.lliams 
until we her..r. 

I won ' t put t hat call i n then. 

Wel l, isn' t that about all? 

Tbat 1 a all . 
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Hello. 

Reaey. 

Yea . 

Go ahead. 

Hello. 

Jr:Hello. 

Butterworth. 

Yea, air •. 

Good aorn1ng. 

Yea, sir. 
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Butterworth I can't remember whether the menage 
oame through you or through the Embassy here in 
Washington, in regard to 81r Frederick Phillips 
going to Canada. 

No, it must have come through Washington. 

Well, do. you know about it? 

No, I don1t, 

Well, I don't like to rub it in but the i~oeeible 
haa happened, see, 

Yea . 

And he wanted to know whether I'd like to eee 
him. 

Yea. 

And or courae I eent back word I'd be delighted 
to, Now the word I'd like you to get today 1e -
bau81I want to have you over here when he'• here , 

Yea, e1r. 

I'd like you to go over there and tell h1a that 
I ' • goi ng to expect to be gone the end or tble 
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aonth until the eecond ot Septeaber. 

Until the second ot September. 

And it he could get to Washington about the 
l~th, 7ou see, I would see that there'• no 
other- I mean, I ' d sort ot save that week, 
be read7 tor him. 

The week ot the l~th ot -

September. 

ot September. 

The l~th is a Uonday. 

Right. 
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You eee - and you might ask them and then get 
word back to me. 

I will indeed. 

But they told me that - well , I needn ' t go all 
into it , but 

No. 

·They sent word, I couldn't remember through 
whoa, it must have been here, t he British 
Aabaesador, would I like to see h1a, be was 
going to be in Canada the a1ddle ot September. 

Qu.1 te, 

The answer was , ot course, that I'd be delighted. 

Quite. 

So, 1t he could get here about the l~th., I 1 d 
like it. 

Quite . 

And then it I know that, then I ' ll have the 
Departaent give 70u inetruotions to ooae over 
and be here at the eame t1ae . 

Thank 70u, eir. 
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And by the way, it I don ' t get a chance to 
get it, you come. Take any boat, i t doesn ' t 
aake any d1tterence • 

.Ul right, eir, 

Get any boat, Take Aaerican boat if you oan, 
but it you can' t get accommodations why then 
take an Engllab boat • 

.Ul right, sir. 

Or a French one. 

All r i ght, eir, 

Now, 

I wae talking to the British Treasury about the 
communique about the Chinese -

What ' s that, 

I eay, I gave the British Treasury communique 
Joint statement issued in Washington about your 
d1ecues1on with the Chinese liinieter ot Finance . 

Yes. 

Are there any other details that are to be 
ooamunlcated to them, or ie that all? 

That's all there ie. 

That's all there ie. Right. 

Did they have any oommente? 

No, they didn't. They Juet ea1d they ' d - I don ' t 
think they obJected a bit. 

Well, why should they? 

No. I aean , I thougbt that they were rather 
pleased about, I aean they were all tor China 
pulling i t eelt together. 

Well , I think they should be pleaaed, because 
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here, tor instance, with the Japaneee war ecere 
in Chine, the Chineae foreign exchange hasn't 
hardly varied a traction. 

Yea, I know. 

Now, unless they had a considerable eu. or aoney 
here With us, they couldn't keep their exchange 
10 stable. 

No, I understand . 

And the only statement that I made, they asked 
me waa this in any way related to the tri-partite, 
and I said no, it had nothing to do with it, other 
than that it the Chineee and ourselves, I put it, 
had a strong currency -

Yea. 

lhy, it meant that the repercussions on our 
own tri-partite agreement would be that much 
lees. 

or course. 

And I should think -

The statement wae published over here. 

Oh, was 1t? 

Yea. 

And there's nothing - 1! you know when I make 
theee arrangemente, I mean there are no trade 
ravore that go with it. It's strictly t1nano1al. 

Purely t1nanc1al. 

Purely tinanc1al, ae all or mine are and there's 
no aide bate. 

Right, air. 

See . 

Yea, air. 

Regraded Uclassified



H.K.Jr: 

B: 

H.lt. Jr: 

B: 

H.II.Jr: 

B: 

H. JI . Jr: 

B: 

140 
-6-

But the aaln th1ng I wanted JOU to t1nd out 
wae to get word to 81r Frederick Ph1ll1pe ao 
that 1t he wouldn1 t o011e at a t1ae - JOU llight -
I have •1 t1nano1ng Juet betore the l~th. 

Yee. 

And then by the 13th, I'd have •1 deek clear. 

Rlght. 

And - I want to be able to give h1a plent7 ot 
t1ae. 

Rlght, e1r. I'll get word back to 70u 1amed1atel7 
about 1t. 

All r1ght. 

Thank 70u ver7 auoh. Goodb7e . 
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U.M.Jr: Hello . 

Hep. Rober t 
Doughton: All right, kr. Secretary. 

H.U.Jr: How are you Bob Doughton? 

D: 

H. M.Jr: 

D: 

!f .U,Jr: 

D: 

ti .M.Jr : 

D: 

ti . J.t . Jr: 

D: 

tt . Y.Jr : 

D: 

H.M.Jr: 

D: 

li .W. Jr: 

First rate, thank you. Are you well? 

I•a all right. 

I aissed getting you the 
ot her day, on Friday. 

Well , I called you up siaply to say thank you. 

'ull, 
that. 

t hat's all right. Xou needn•t have done 

I thought you handled a very difficult situation, 
extremely well. 

Well , I thank you very much. We•re doing the 
best we could about it . 

And that's what I wanted - that's 

I think it's Just as well t hat f ellow has blown the 
wind out ot biasel! to show - to show breezy 
issue on t he floor of the House and in the 
Congressional record . had some 
evidence. 

Well , I think the wat it worked out - I know a s 
tar aa I am concerned I am entirely satisfied . 

Well , I thank you very much, I think now, when 
the aatter comes up properly for debate on the 
floor ot t he House, we can just show bia up in 
the right light. 

Oh-hub. 

Whereas, i f we had ahut bill ott and never cave 
hill a chance to say aeything, he'd always claia 
he had evidence, hadn't bad a chance t o ahow it 
and we suppressed hia. 

~ow, he•a ahot everythinc he •a got. He'• got 
nothinc lett. 
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Nothing left, and had nothing . 

Well , I think even Treadway was disgusted with 
hia. 

Oh, undoubtedly. Treadway and 
was very gentlea&nly about it. 

lt:es . 

Nell , I appreciate your calling and 1 want you 
to know that we want to cooperate the best we 
can, and let us know if there is anything more 
we can do any time. 

When do you have your next session? 

Tomorrow - we'd ought about probably wind up 
toaorrow. ne meet tomorrow again on the Treasury 
-Doctor Magill and the Bureau bring 1n what 
additional evidence they have . 

Is that public or executive? 

It's public tomorrow. 

I see. 

A.fter tomorrow they•ll be probably -unless 
something more than that comes up that I don't 
know about, if we get through, we get through 
we ' ll be able then to go into executive session 
decide what we•ll do. 

Well I expect to leave Uonday a week on my 
vacation. 

Well, I wish you ~Vould tell us when we can leave . 

So if there's anything that you want or me will 
you keep that in 111ind. 

lt:es , I certainly will. 

All right. 

Certainly will. 

Thank you. 

Goodbye. 
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Hello. 

O.K. Oo ahead . 

Hello. 

Hello, Henry, 

Good aorziing. 

July 12, 1937. 
10:59 a .a . 

Henry, 1'• planning to go to Chicago this 
after noon. 

Good. 

And Just want to let you know that I'm ott, 
unless there is something, you think I ougnt 
not to go . 

Oh no, no, no. No, I t hink everything look' s 
tine. 

~ut I think everything looks pretty quiet. 
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Well maybe that's - well I think it does by com­
parison. 

Xes. 

People around the office. Say if they could only 
get me out of the Treasury, they know things will 
stay quiet . 

They don't think what? 

If I - It they could only get out of the Treasury 
quickly enough they know things will stay quiet . 

Well, I think that's It we 
could both go up together it would be fine. 

What do you want - don't you think I earned a 
holiday? 

Is anything going to happen about the legislati on 
before you go, Henry? 

Not as tar a s I can see. 
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Uh-huh. 

My understanding 11 that there's nothlng to 
be done untll the Court bUl is palled. But 
your guess 11 ae good ae mlne. 

Yee. 
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There's been nothlng elnce and I haven't talked 
to Eccles. 

I eee. 

So , that's my understanding now. so •... 
Yee . Well you ' re golng thle week and I thlnk I'll 
go and I'll be back, well -before you go 
I'll be back early ln August. 

Are you golng to San Francisco or Los Angel ea? 

No, I'm golng to San Francisco. I ' m going out 
to Chloago. 

Oh. 

But, I ' m having a meetlng tomorrow. 

Yee. 

And then I ' • golng t o San Francisco, and I alght 
ooae back by way ot t he Northwest. 

Uh-huh. 

Then come back to M1nnsapol1e lt I 've got tlme. 
San Francisco, and I'd llke to come back b7 way 
ot the Northwest. 

Uh-huh. 

Then coae back to Mlnneapolis lt I've got tlae. 

Uh- huh. 

Juet depends upon whether " are golng to have 
an open market meetlng on August 6 or not. 

Uh- huh. 

I don't eee any oooaelon tor 1t, I don't thlnlt 
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we ought to do anrthing until arter rou1 re back, 
and into Septeaber anyway . 

Well! I - I don't eee what rou went one r or, but 
that e - unleee rou rellowe like to eee each other. 

Well, I didn't want t o run orr without calling 
JOU. 

I appreciate that . Well, get some run. I know · 
I'• going to have some. 

Well, I ' m going to try to. 

All right . 

Where are rou go1bg? Are you goi ng t o San 
Francisco? 

17e 1 re going to Rawa11 vj,a Loe Angelee and the b<a t 
lende coming back at San Francisco. 

Ub-hllh, I see. 

But I ' m not doing business. 

No, but I won ' t bother you. 

No, I didn't mean that. I didn't mean- •• a 
aatter or ract, the only person I'm t aking With 
ae, I'a taking a lieutenant coaet guard ae a 
oode otncer. 

Yes. 

That's the only thing I ' m going to take care ot. 
All right , it there ' s anything I can do , let ae 

know, Henry. 

Thank JOU. 

And I hope rou have a good rest, a good vacati on. 

Thank rou very auch. Goodbre. 

Goodbye. 

Goodbye . 
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Walt a ainute, what ie it Butterworth? 
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I went over to the Treasury and I explalnsd the 
position as you had etated it to ae, 

Yes, 

And he said he'd be -

What' e that? 

The l;,th was agreeable to h1a. 

Yee. 

I eald it it euited your convenience, I aleo 
aeked hia that it it wae a matter or hie personal 
ooarort -

Now, walt a mlnute. Butterworth, we have a ver7 
bad connecti on. 887 it over again. 

He said that the 13th was perfectly agreeable. 

Yee. 

But that he had a preference tor the 20th, 
because he wanted to meet hie sister during the 
week or the 13th, but that that was coapletel7 
uniaportan t . 

No. 

the 20th, but not ae agreeable t o you, 

The 20th ie Juet ae agreeable to ae, 

But I eaid I thought it would be, but he lett 
it to me to decide . 

Well, the 20th ie Juet as agreeable, I didn't 
want h1a to get here,eay between 6th and the 
13th, being all tied up. 

Well I told hia that I thought that the 13th 
wa1 the firs t poeeible tiae when 7ou could 111 
hia and have your deek clear tor h1a, 

That'• right. 
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So, we will make it the 20th then • 

That's right. 

And I will pass it on to hi.m. 

That's right . Did you see him? 

'ies, I did. 

I see. Where does his sister live, in Canada? 

Don 1 t know where she lives . 

I see . 

l:le said that that was one of the reasons that 
he had to - that be was going . Would like to 
be with her that week. 

That's quite all right. 'iou might, if you 
could~sort of without making any - discreetly 
find out who his sister is and where she lives . 

I will indeed. I'll do ~ best on that. 

What I 

I'll do ~ best on that. 

The 20th is quite all right. 

Good. -

Are they at ·all excited over there over the 
Japanese-Chinese things. 

• 

Are they. 
that they ' ve 
are not very 

the reports 
got fro. their people in the Far Bast 
satisfactory . 

I see . 

I aean the situati on actuallY is not very 
clear. 

Uh- huh. 

And I think they are somewhat disturbed about it. 
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I see . And how does the Spanish thing look 
today? 

well, the Spanish thing ia no better or no worse. 

Oh-huh. 

has been given a mandate. 
signed a compromised proposal. 

Uh-huh. 

And he is still considering ways and means 

I see. 

He 

And ou.r intillation i s that nothing very auch is 
going t o come out before the end of the week. 

I see. Do you know that I 'm planning to l eave 
Washington a week from today? 

Yes, sir. 

And to sail from Los Angeles on the 24th. 

You are going where? To Honolulu? 

Honolulu. 

Fine business. Di dn't know you were going there. 

Yea . Mr . Taylor will be here . 

Good . 

Yea . All right. 

Thank you, sir, very aucb. 

Goodbye. 
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RE RUSSIAN GOLD DEALINGS July 12, 1937 
11:30 a . m. 

Present: 

Oumansky: 

R. :.I.Jr: 

Oumansky: 

H. l4,Jr: 

Oumansky: 

H. !.I . Jr: 

Oumonsky: 

H.M. Jr: 

Oumansky: 

B.M.Jr : 

Oumanslcy : 

llr. Oumansky 
llr. Lochhead 
llr. White 

llr. Secretary, to go back to our questions . 

Please . 

I wanted to t ell you the following. The first 
step in wha t we were trying to do, as you suggested, 
is achieved in the sense that the St ate Bank or the 
U. S. S.R. has established normal relations with the 
Federal Reserve. 

Right. 

Those were settled very smoothly, and the State 
Bank he s made the usual deposit and the banks know 
the necessary information about each other, so that 
this is achieved. 

Unfortunately, one or the first actual oper~tions 
didn't work. On the 7th of July, t he State Bank 
asked the Federal Reserve Bank by telegraph to acquire 
!rom it ten thousand kilograms or gold bars which are 
on the London market, suggesting that this gold, as 
it was suggested by you in our very first conversation, 
must not necessarily actually be shippe~ to the United 
States. 

I think you1 re wrong . 

No . 

You•·re wrong. 

Am I? Well , tha t was a suggestion or the State Bank. 
• 

Ho, I•m sorry, you're wrong, and I tell you wb7. 

I see; i t ' s all right . 

Because I tEOll - am I - I '• correct, am I, on that, 
that exactly the salle thing was put up to us by 
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I Just want to let you know - they asked us to b~ 
Swiss gold for delivery in London and we told them, 
"Very s orry, no . • So - I mean it' s been our policy 
that we would b~ gold delivered 1D New York at $35 
an ounce less one-quarter, but it must be delivered 
in New York at the risk of the owner. Did exactly 
the same th.ing how long ago with Switzerland? 

Oh, a couple months ago. It's a policy, not a 
question or •••• 

What you asked us to do - not only have we turned 
Switzerland down, but it' s absolutely against our 
policy. I was terribly sorry that the first thing 
you asked, you c ouldn' t do it. 

You're informed about it, are you? 

Oh yes , I•m entirely informed; and we thought that 
r ather than make it diplomatic, since the telegram 
was f rom your central bank t o our fiscal agent -
your telegram came down and I said, well , I thought 
the most courteous way was simply to let the Federal 
Reserve or New York send a cable that we were very 
sorry, we couldn't do it, because we haven't done 
it and we don' t want to do it. But we do stand 
ready to buy from you any gold that they would: ship 
directly to us. You see? 

I see. 

Now, what they ask- I 1m sorry if at the time I 
didn ' t make myself clear. But all I can tell you -
normally I wouldn ' t say, and it ' s for your inforaation, 
that there bad been another request from another 
country, but to assure you or our sincerity I want 
to let you know that we bad exactly the same request 
from SWitzerland, which is a member or the tripartite 
agr eement and we might stretch a point for them; but 
we t old them •No,• and I want you to tell your govern­
ment so they'll know t hat , see? 

I see. 
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But the point is if they wi ll simply send us a 
new cable in which they s ay that they are advising 
us - that's all t hey have to do - simply advising 
us .. . .. . 

The Federal Reserve . 

••••• the Federal Reserve tha t they are forwarding 
ten thousand kilograms of gold, that it is going on 
such and such a boa t and will arrive at such a time -
t hat ' s al~ there is to i t ; tha t ' s all they have to 
do . Am I r ight, Archie? 

Tha t ' s right. 

They simply have to say, •we are forwarding -
according to our understanding, we are forwarding 
to you, on s uch and such a date, on such and such a 
boat, ten t housand kilograms of gold to be consigned 
to the Federal Reserve of New York." That ' s all. 

They can do it directly wi th the Federal; don ' t have 
to go through any intermediary of a commercial bank -
do it direct with the Federal. 

That 's exactly wha t I wanted to ask; perhaps they 
could do it in such a way that t hey ask the Federal 
Reserve •.•.• 

Now look, if the gold is 1n your countr y they can 
s hip it direct from :your country to here . If it i s 
in London, t hey simply put it on the first ~oat they 
can, and as soon a s the gold ar~ves - I mean :you 
have to a rrange ell the shipping and insurance and 
all that - as soon as it arrives and it is 1n our 
assay office, why, we pay - deposit to :your account 
$J5 less one quarter. 

Just a little t hing - they deposit about 98 percent 
t o :your account in the Fad, until - but they treat 
the others exactly the same. 

That ' s what we do for everybody - 98 percent. 

Not for everybody; don ' t give 98 perce.nt except to 
people we know are all right. 
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I mean we don ' t do any better for anybody . 

We don' t do any b et t er for anrbody . 

What I 8JII suggesting 1s the way we treat Great 
Britain or France of Switzerland or Belgium. 

That ' s r ight. 

Any of the tripartite countries are treated exactly 
t hat way. 

That ' s right. 

No better or worse. 

Between the European central banks there seems to 
be a different ar rangement in the sense that, for 
instance, country X can sell gold to tbe Bank of 
France, depositing it at the Bank of England. 

I don' t know; there are certain arrangements, 
probably, between other central banks between 
themselves; we don ' t know that, but we knew our 
own policies . 

I want - because it ' s very important - because 
this whole thing is a question of building up • •• • . 

Exactly, and I approach it 1n the same way, and I'm 
disappointed that the first thing didn' t work. 

I don't think it was our f ault. 
• 

Yes. 

But I want you to know t ha t what we are saying here 
is t hat we treat a.cy other central bank exactly the 
same, and if the French would call up - •Will you 
pay us tor gold delivered in London?" - • No, we 
don ' t do business that way.• Bow, what they do I 
don ' t know; I know for instance tne International 
Bank of Basle - they do all ki nds of things. 

Yes. 

To tell you - you'd be interested i n this, for 
instance . If the International Bank of Basle 
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wants, for ins t ance, to sell us a million dollars 
worth of gold, we make them tell us who it bel ongs 
to; otherwise we won ' t buy it. If it isn•t their 
own gold , unless they tell us whose gold it is 
we won't buy it. And in any case we won' t t ake it 
until it arrives here in our assay office. 

Kay I ask this question? 

Yes , please . 

It might help you clear up. Wha t advant age would 
there be to the State Bank ••••• 

Excuse me, Archie - I don ' t want to take that angle . 

All right. 

I f you and Oumansky want to go outside afterwards 
ana t alk about it - but I d on 't want to ask him that, 
because t hat's none of my business . I don' t care what 
their reason is or what they do . I want Mr. Ou.mansky 
to go out of this room knowing that I say that if they 
did certain things we would do certain things. And 
we are ready to do that, becouse it i s terr i bly impor­
tant, in a transact i on like this - after all, it's one 
word aga inst another. But you know we 1 re r eady and 
want to treat your government just as well as we are 
treating anybody else . 

I'll transmit that s t atement. 

And i f Lochhead bas some t echnical t hing he wanted 
t o ask, t ha t ' s bis business . 

We di scussed • •• •. 

I •m not interested. That doesn' t interest me, 
Archie, wha t their reasons are. All I want to 
know 1s that Russi a bas ten thousand kilograms 
of gold, and what they want is the answer, see? -
am I ready t o buy i t? They went around it, from 
our standpoint, the wrong way . Now, what other 
questions have you got t o ask? 

The other questi on Will be Jus t about the same 
sub ject, so •••• 
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Please . Are you satisfied on this? 

I em satisfied, but my government will not be . 

Yes, they will be. 

Because •... 

Yes, they will be, because I have •• • • 
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I feel absolutely the spirit of your statement . 

They 1ll be s atisfied, because all they can ask, Kr. 
Oumansky, is that we treat them just the same way 
as anybody else 

There is a suggestion to make, and that is that the 
State Bank offers gold in London which is going to 
the Federal Reserve Bank, and the Federal Reserve 
Bank gives an order to the Chase National Bank, 
for instance - the commercial bank - to buy it for 
the account or •••• 

We don't do that. 

You don 1t. 

No, we only have one formula . 

And the formula is actual shipment to the United 
States, 

I •m just trying to convince you that we only do 
business one way. 

Yes, I see. 

We only have one way of doing business. 

I see, I see. Well, I'll transmit that and than 
we •11 just find another.. • There was a def1n1 te 
misunderstanding. 

There must have been. 

A definite misunderstanding, because the thought was 
that - it was part of my impression too, from our 
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first talk, t hat - I understand you t his way, that 
the suagestion was that, after direct relations 
between the State Bank and the Federal Reserve 
are established, the gold must not necessarily 
be physically shipped to this country. 

I think you must have misunderstood it, because 
we have worked this thing out most , most carefully -
the technique. 

I see . 

Now, it ' s - we ' ve had - it' s been working this way 
now for quite a while, and it ' s impossible for us •• •• 

I see. 

•••• to treat a ny one country different. 

The Amba ssador had the aame impression i .n hia most 
recent talk with you, when, if I'm not mistaken, you 
discussed the question of depositing gold on the 
account of the Federal Reserve in one of the European 
central banks. Did you mention Switzerland at tha t 
time? 

Archie? 

I wasn' t at the meeting. 

I don't remember. 

The question was, among other things , depositing 
t he gold in the Stat e Bank of the U. s . s . R. for the 
account of the Federal Reserve Bank . 

Oh, that's a different thing . 

I know. 

That ' s different. 

I know I know. • • •• and receiving the equivalent 
in doliars when we need them in this country . 

That's somet hi ng different. 
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If I'm not mistaken, you suggested Switzerland • ••• 

{Nods no) You' re ••• 

I was not present myself. 

The last talk I had with tbe Ambassador? 

Tbe very last, yes. 

(On phone) Miss Chauncey. Miss Chauncey, 
the last time the Russian Ambassador was in to 
see me - may I have the notes please. 

That's one of the reasons I don't trust my memory, 
and therefore so much happens every day here that 
I have stenographic notes made of whatever I say 1 so that - I can't- I mean I'm dealing in such vast 
sums, so many countries, so much is at stake, and 
I don't trust mY memory; ther efore I make a steno­
graphic report which goes in my safe. 

I am prepared to admit , aft er all, that it can be 
a pure misunderstandine, too, because I do know your 
law passed in 1934 which specifies, if I am not mis­
taken, that gold should be shipped to this country. 
Isn' t that right? 

(Nods yes) 

I'm glad this happened, so that you find out we 
treat everybody the same -see that we treat every­
body the same. 

(Miss Chauncey brings in notes of 
meeting with Russian Ambassador 
of June 15, 1937) 

(After reading) Here is this one thing; this is 
your Alllbassador speaking: •And we are ready to 
sell to your Government if you want the dollars. 
Ne are interested in the price of gold - the better 
the price, the higher the price, the better for us, 
of course, and we are ready to discuss any possible 
agreement in this way, in this line, but we are ready 
to sell to your Government the gold for dollars even 
if you don't want to have cold exported from our 
country. we are ready to discuss the possibility 
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of deposit of gold in some place without exporta­
tion. Any agreement. 

"HK,Jr: Let ' s see if I understand. What you are 
suggesting i s that you are ready to di scuss the 
question of selling the gold to us direct for 
dollars? 

" Ambassador: Yes. And we are ready to discuss the 
possibility not to export gold, but to make deposit 
of gold in certain place, in our bank, in your name, 
and to get the dollars if you want, of course, 
without sending t he gold to the world market. " 

I understand. 

"HK, Jr : I see . In other words, earmark the gold in 
Russia? 

"Ambassador : Yes, in Russia. We can put it in your 
name or any agreement that you want in order to 
regulate the movement of the gold . 

•aM,Jr: The movement of the gold . " And I say, "Any­
thing you want to ask, Dr . Feis? 

•Feis: No, sir." 

Now .- •Taylor: I suppose that would apply to some 
third country. It would be a transfer of earmarks to 
some place else . This question of earmark either in 
Russia itself or in, let's say, Switzerland." 

Who's speaking now? 

That's Taylor. 

• HK,Jr: You mean Russian gold? 

•Taylor : Yes. I did not mean that you meant to 
confine that •• • • 

"Ambassador: It i s not necessary. I understand 
you can transfer it to any place you want. • Tbat 
means that we can transfer it to any place we 
want. 

•BK,Jr: Would that also include bringing the Russian 
gol d - depositing it hare and earmarking it here? 
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"Ambassador: Yes, yes, of course. 

WBK,Jr: Bringing it here also? 

"Ambassador: Yes . 
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"Dr . Feis: I have one question. Did I understand 
the Ambassador to say his government regards the 
question of gold production ••• "- well, that ' s some­
thing else. 

I ' m going to read that over again. Here ' s the 
thing which doesn't make sense to me . I'll read 
it again. But now I see where he:got this idea 
from. It doesn ' t - it Just doesn ' t make sense to 
me . I 1ll read it again. 

"HM: I see . In other words, earmark the gold in 
Russia? 

"Ambassador: Yes, in Russia. We can put it in your 
name or any agreement that you want in order to 
regulate the movement of gold . " 

Well now, that's clear. I mean we talked about if 
we wanted to b~ f ive million dollars worth of 
gold; he suggested that they'd earmark it in 
Russia . 

Correct. 

"HM,Jr: The movement of tbe gold." Tben I ask Feis 
if he wants to say anything and he says, "No." Then 
comes Taylor: " I suppose that would apply to some 
third country ." 

That means earmark it 1n the central bank of a 
third country . 

!It would be a transfer of earmarks to some place 
else." 

Mr . Secr etary, may I inter pose that •• •• 

Just a minute . "This question or earmark either i n 
Russia i tself or in, let' s say , Switzerland." l ow, 
what cUd Taylor aean? 
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He meant this , that i~ you wished to bUf gold in 
Russia and purchase that gold in Russia, ~or which 
you gave them dollars here, they could either place 
that gold on earmark ~or you 1n Russia or if you 
pre~er you could say, wi would like that gold to 
be held on earmark in a third country . " It has 
nothing to do with what - the transaction that you 
were t alking about before . 

I think it is absolutely correct - what you (White) 
Just said. 

In other words, I think you (H.K. Jr) were right 1n 

your statement and there was no misunderstanding . 

Yes, but I can see where it would lead to a misun­
derstanding, because if after my reading Taylor I 
don ' t understand, bow, after the Ambassador translates 
into Russian what he thought I said and it gets over 
there to the Foreign Office - how should they have 
understood? 

I think when you referred - he had in mind an earmark 
of gold in the United States, that you' d be willing 
to earmark gold ~or Russia in the United States. 

This is confusing, but the thing that I keep repeat­
ing again - because all of this stuff is a matter of 
good faith, and I want t o a ssure you that, having 
entered this thing,we will trea t you Just the way 
we want to be treated - exactly as well as we treat 
any other country, and you can explain •••• 

I wilL 

And that doesn't - I'm willing to say this, that 
due to that remark of Mr. Taylor I can understand 
that it lllight have led to a aisunderstandi .ng. 

I see . 

low, you can r eport that, you see. 

I will . But isn' t that sucgestion of ear.arkina in 
Woscow or - which would probably be preferable - or 
1n a third country - is it something which interest s 

you? 
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Not particularly, not particularly, bec~use , again, 
just a s soon as we do it tor you we have to otter 
that to every other central bank and every other 
government with which we have an agreement. 

Would it not affect favorably the movement ••••••• 

Excuse me? 

With reference to your domestic situation, would it 
not affect favorably the movement of gold? 

Well, Mr . Oumansky, on these· gold things, before we 
decide sometimes Just a slight infinitesi mal change, 
we sometimes go day and night discussing it tor three 
or four Neeks. ~by? Because wha t we a re trying t o do 
here is to convince the world tha t gold is the best 
medium for exchange, tor goods and services . 

Now, we here in America, as f ar as the buying snd 
selling of gold, have had to do all the thinking, be­
c~>.use when you get all through and done - our own 
people even admit it - we are fixed to gold a t $J5 
an ounce . England isn ' t f ixed , and now Fr ance is 
no longer fixed , and we have become the only country 
that is fixed to gold a t $J5 . !low, before we make 
the slightest little ad jus tment, we weigh the thing, 
we ar gue, we discuss it; and we have Just gone through 
this whole period of nervousness about gold . They've 
had this Imperial Conference and the speculators in 
these gold stocks are - have been whispering around , 
and they know so much more than I know myself. Now the 
thing is just quieting down, and frankly, we don ' t want 
to do anything at this time that would again start 
rumors that America is going to do something, a s they 
say , about gold, and you can understand • ••• 

I understand. 

••• it creates nervousness, and •.• 

Yes • 

•••• now the people are just beginning to quiet down. 

Oumansky: Yes. 
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And again, I'll not askins ;yo1.1 •b.Y - that's yoW' 
bl.lsinass. 

And ;yo1.1 do not mind •ora sold coaing? 

No. llo. But that ' s 11Dportent . We stand read)' 
to bey •• • 

llore. 

•• . JDore . That's 11Dportant. 

I see . 

I mean - in other words, the fact that we say we 
don't t ake it in London is not a device to make 
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it difficult for ;yo1.1 to sell ; it is s11Dpl)' a policy 
which we have been f ollowing, which we tbin)t is a 
good policy for us. 

I see, I see. 

B1.1t I ' ll bU¥ ;your gold right now, this min1.1te - soldl -
if )'01.1 tell me i t ' s going to be delivered in New Yor k . 

In New York. 

In New York, see? 

I sea . 

Does that ••• • 

I understand perfectly . 

Yo1.1 understand? 

Yes. Now, I don't think that I should repeat wbat the 
Ambassador probably bas already told ;yo1.1, answeriQc 
yoW' suggestion abo1.1t exchange of intoJ'IIation. 

If 701.1 want, I can say Jut a taw words. · 

l' 11 appreciate .j.t . 
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Oumansky: I have had in the meantime more correspondence 
with Moscow on that question, and the spirit of 
it is that of real preparedness for constructive 
cooperation. The reaction to your suggestion has 
come quickly and ••• 

!1 . !.1 . Jr : Par don? 

Oumansky: The reaction to your suggestion bas come quickly . 

H. M.Jr: Seems t o come very quickly. 

Oumansky: One point they always try t o make as clear as 
possible, and t his is tha t we want the Onited 
St a tes to understand the particular characteris tics 
of our na tional economy . 

H .~.Jr: Particular what? 

Oumansky: The particular characteristics of our national 
economy, which exclude absolutely any s pecula tive 
movements on the gold market in the world. Every­
thing is regulated in our country; we export gold 
only to the amount we need dollars, pounds, and 
other f or eign currencies for our import trade . So 
that under t hese circums t ances , - it is something 
like our international agreements about sugar a nd 
timber and wheat and others which we entered and 
entered voluntarily. When we d1scusse~ those 
agreements, we always made i t clear t hat the amount 
of our home production of wheat , of timber, or other 
goods, is or no real importance for our partners 
abroad, but what can interest them is the actual 
export or those goods, and here we are prepared to 
cooperate in establishing •• • • 

H. ll .Jr: Well , I understand that . Now, I'm not going t o 
argue w.ith you at this time ••• •• 

Oumanslcy: Yes . 

R.M.Jr: •• • whether you can consider gold in the same class 
that you can lumber, see? 

Oumansky : Yes . 

H.U. J r: It you don't mind, I differ with you, but that's DIY 
private •• • • 

Oumansky: Yes. 
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I think there is a difference. I think the visible 
and the invisible supply of gold have a direct 
bearing on the price of gold. Bow much lumber 
you cut a t home and how much you sell 1n Seattle or 
Bost on or New York - th.ey pa,y you so macy dollars 
per thousand teet f or your lumber in Seattle and 
New York, and how much you cut at home has no 
practi cal relation to the price that you receive 
at Seattle or Boston. 

Correct. 

But I don' t believe tha t that is true of gold. Now, 
you may say, "Well, Kr. llorgent hau, that ' s our policy, " 
and as I say - but I think I don•t agree with you. 

I see, I s ee. 

And I think it' s all the difference 1n the world 
whether it ' s lumber or coal or something else. I 
mean if Russian coal 1s delivered at Norfolk, it 
1s worth so much a ton to the Chesapeake & Ohio 
Railroad as against our domestic coal; it's a question 
of its having just as many units of heat; and they're 
buyi ng a commodity which i s used up and gone. Now, the 
invisible supply of gold a t home in Russia , I think ••.• 

• •• does affect • .• • 

It does, and I think possibly some of your economis ts 
might study what has happened to platinum. I think 
ther e ' s a pretty good l esson there. And -but far be 
it from me to . •' •• 

I ' m interested, of course, to know your point of view. 

I think there is all the difference in the world. But 
I at this time don't particularly care to push it. 
But I would be pleased if they would think about it. 

I see. 

I aean to have your s tudents in international finance 
study that tact, that there i s a difference. I•ve 
Just gone through two or three years on silver . I 
went through hell on it, and the whole question was, 
bow much floating silver is there in the world? Some 
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sai d 10 million ounces, aome sai d 20 million ounces; 
nobody knew. And they went back a.nd they traced the 
production of silver since the tiae - way back. Now, 
the statistics on gold and the production and all 
that, and t his questi on of how much the world supply 
is, and in connection with production; it ' s an entirel y -
if we're going to use it as a medium of exchange, all 
the difference in the world , I think. As I s ay • • •• 

With the very important amendment that our country, 
considering its using gold as a main means of our 
foreign trade, is of course interest ed in stable 
prices in gold. 

or course . 

It i s very important. 

It ' s Just as i .mportant for you. But I wish they 
would reexamine this t bing and simply s ay 1 "Is 
Korgenthau right, that there is a difference between 
a monetary metal and copper?" Are they the same, or 
are we right? Now, after all , we 1ve been wrong and 
you've been wrong on other things. Is that right? 

Yes. 

So I mean i t ' s Just this question: Can you think of 
gold as you would of copper, or as you do of oil? 

The implication of di fferent letters I eceive is 
that we are prepared to di scuss the export of gold, 
you see; we do not want to in any way di srupt inter­
national markets. But our domestic output is some­
thing which, due to t he particular char acter of our 
economy, must not nece ssarily interest our foreign 
part.ners. That's the point of view. 

Well, what you say is that you people are interested 
in keeping the foreign market stable; it is of tre­
mendous importance t o us to .know that. 

Yes . 

As I told the Ambassador when he brought this message 
that you wer e ready to discuss the amount of gold 
exported - I t old hill that you people ao'fed too fast 
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for me, I couldn' t keep up with you. I needn' t 

tell you - I mean I don't know bow it is - the 

human brain can do Just about so much - I'm 
talking f or ~self - and assimilate so much . I ' ve 

been up to here (chin) with some of these things, 

and I haven' t been able to concentrat e on this 
question do I or don't I want to continue this very 

generous suggestion that the Ambassador made - I 

mean very honestly. And this situation in the 

international monetary field with France - I mean 

Just a matter of seconds, you see; When t hey make 

this new move, what will we do, etc., etc. Well, 

unfortunately here we always have the emer gency, 

but when it comes down to thinking of the things tor 

two or three years, we don' t get time. 

I see . 

And to do the thinking which a subject like thi's 

deserves - but we 1re thinking about it. But I 
wanted to be - I 1m being very honest with you now; 

if Mr. Chautemps and "r . Bonnet will be successful, 

that may throw an entirely different picture; c an' t 

tell. I feel - it seems as though nothing wil~ happen 

over the summer; be quiet enough that I can go away . 

And enJoy yourself. 

I haven't been away in a long time. And just stop 

worrying . And then if we can come back in September 

I'll t ake this thing up fresh. But right now the 

important thing that seems to have happened - i t ' s too 

soon - is that the flight of capital f r om France is 

stopped . They ' re gaining, gaining considerably; t hey 

have the courage to put into force their tax measures, 

which they never have so tar, as you know - I mean 

they passed these laws but they never enforced them. 

And if they tax their profiteers in gold and exchange 

and go t hrough and raise their price on their railroads, 

why - and capital goes back, this whole thing - these 

things change so f ast that where two weeks ago every­

body was worrying about gold, today 1t I mould speak 

to s ome New York bankers and ask him about gold, why, 

he has a ne.,. worry; and the picture has changed 10 

fast. 

But I s t i ll believe that the time aust come next fal l 
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whenever we are ready, whenever we get around to 
it, or when anybody else gets around to it, and we ' ll 
have to ait down and - the large producers of gold -
and talk this thing over. The reason I •m not doing 1 t 
is because I've been through a ter rific strain; 11.7 
batteries are exhausted, my brain is exhausted. We 've 
got our own house in as good a shape as can be ; looks 
as though we ' re going to come practically to balancing 
our budget. And so I 1m asking everybody to give me • ••• 

A brea thin& spell . 

• • •• a breathing spell. 

Yes . 

And the Ambassador moved Quicker than I was ready . 
!low, can I be any more frank than that? 

No, I realize your grea t frankness . 

I mean there is nothing - no hidden secret motives 
or any t hin& else. 

Yes. 

I think we have Just done something that will be good 
for China last week. 

Unfortunately, very dramatic events followed illlmediately 
t hat agreement. 

Di dn't follow - preceded . 

Preceded. They coincided. 

I don ' t think they had any relation. 

llo, I don ' t tnink so either. 

But the interesting thing is here that, accordin& t o 
our newspapers, it looks as tbough Japan was going t o 
do something, and tne Chinese currency i s practi cally 
stable. Now, that couldn' t have happened a year ago. 
I mean their foreign e xchange hasn' t felt the impact of 
tl1at 1at all; is that right? 

That ' s right. 
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Ob, it 1s very important for them if they can keep 
the yuan stable. 

No d oubt your agreement w1 th China is of great impor­
tance . 

I told Dr. Kung that fitty years !rom now it may 
seem a grea t deal more important than the tripartite 
agreement. 

I think you're right. 

Fifty years from now I think it may be a great deal 
more important than the tripartite, because it gave 
them just what they needed in the monetary field • 

• 
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Hello. 

Yes, Mr . Secretary . 

Knoke. 

Yes , sir . 

July 12, 1937 . 
2 :16 p.a. 

What do you mean by selling so much sterling, 
gold and all t hat stuff. 

Well , don 't you believe i n giving the people 
what t hey want . 

Yes . well now- why -what's the explanati on 
why the New York banks want it? 

170 

The explanation has been two-fold for the last 
f ew days , none of the two reasons being very con­
vincing . 

That•s why I ' • calling kr . Knoke because I '• 
not convi nced either. 

Well, he is no better than the rest. 

Well now listen -

The reason people are - the rumor in the British -
in the F'rench press t hat the are orr 
between the Treasury here and the Treasury in 
Paris with a view to giving to each other informa­
t ion as to each national holdings in the other 
countries . 

well, i f that'll make them buy gold, I 'll •• • 

has supposedly ditched the French 
out of dollars into sterling. 

Well , if that's the reason can't we give them a 
little foundation. 

Well , of course I - I told as late as l ast 
Thursday tbat froa ._y personal - f r o• .:y own 
contacts I didn't believe there was any such 
negotiations on. 

Well, don•t discourage it too auch, because if it'll 
help us unload the gold why ~be I can start a 

rwaor . 
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Yea, that 1 e - I wouldn't euggeet that. 

What! 

I wouldn't suggeet that, 

lh:r not? 

Beoauee there are some rumors on the •artet 
alread;y. 

171 

L1eten, don ' t :rou want to sell a little gold? 

lh:r, certainly. 

Well. 

Certainly. 

Well, I'll - I Wish- I've been Joking up to 
now, I wish :you'd reall:r give me an explanation, 
which ie reasonable, eee - I mean, I'd l ite to 
know. Nothing that I 1 ve heard so tar, mates 
more eenee :you know. 

Yee. 

And I keep digging at these things until I do 
know. 

Well,I have - I thought 
eo tar nobod:r baa been able 
eatiatactoril;y. 

but I swear 
to explain it 

Now - listen - What does the Bank of Manhattan 
want to bu;y sterling t or? 

They ea:r commercial demand. And I think commer­
cial demand ie primarilJ tor an order from abroad, 
Now that brings •e to the next point that although 
our figures here don't show it, the world ia 
convinced that there baa been a heav:r abort 
d1 vision in sterling. 

low, let me aet ;you. What's the naae ot the 
foreign exchange Vioe-Pree1~nt of Be.nt ot 
Manhattan? 

Schubert. 

Yea, well he 1 a a ••art tallow. 
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He'e what? 

He' e a smart fellow. Have :you talked to him? 

Why, ~o, I haven't talked to him on this :yet . 

Would be tell :you? 
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Yea, - be would tell me eomething, Kr. Secretary. 
I don't know to what extent I ~ould get the 
right dbpe . · . 

Well - I don't want to - I ' ve got to rely on 
:you, :you know. 

Yee. 

So :you keep plugging on it, and see it you can't 
get an answer wb1ch satieties you. 

Yea. 

lUll :you? 

Yee, certainly I shnll . 

Well - with these new move~ents I keep asking 
until I got something. Now, I mean I'm delighted 
to see it but I just like to be !a1rl:y intelligent 
about it, that's all . 

Well, I ' 11 ask I don 1 t know. 

I don't- I juet- I don't. 

It's always - :you see , it's a little delicate 
to aek. 

Well, I ' ll leave it to :you. 

Yea. 

Uee :your own conneotione. 

All right, eir. I'll try and call :you baok a 
11 ttle later. 

All right. 
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Hello . 

July 12, 1937. 
3:66 p .a . 

Iee, llr. Secretar y . I epolte to Schubert 

Iee. 
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He eaid he had at noon time toda7 eent a 
cable to h1s friende in London from whoa he 
had been getting the order telling them that 
he oan1 t understand the strong demand tor 
sterling and would they please explain. 

Iee. 

He has received no reply so tar . 

Yes. 

His orde:rs haW! been coming in regularly from 
London and he thinks it's the French movement 
ot capital through London tor the reason that 
I suggested before malt1ng negotiations between 
Washington and Paris. 

I see. 

I checked w1 th all the others, and find that 
Yokohama has been a buyer - he has been a 
steady buyer, we know why - that ' s the proceeds 
ot the gold. 

Who hae? 

Yokohama -

Oh yes~ 

The Jap. Then the Manhattan's orders had been 
from London, as I ea1d before , and he thinks 
it ' s French movement. 

Do these people want to get out of dollars? 

Pardon me . 

Getting out ot dollars. 

Yes, sir. 

Ub- huh. It's all right -
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The Guarantee has an order from Brazil f or 
a hundred thousand and so has the Chemical. 

A hundred thousand what? 

Pounds. 

Oh-huh. 

~o has the Chemical, about a hundred and 
fifty thousand pounds. 

I see. 

On the other hand the Guarantee had an order 
f rom the Argentine to sell a hundred thousand 
pounds. 

They'd better get together . 

~es - well, he did. At least he could sell 
t hat to Commercial company . 

I see . 
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But, generally speaking the market is convinced 
rightly or wrongly that this is a repatriation 
of Prench, also Dutch and Swiss money because 
or the 

I see . 

Now, because of the strength or sterling and 
then the market a lso brings , as I said before, 
that there is a short position which we cannot 
pr~ve here. 

All right, well keep at it. 

Yes, sir . 

Thank you. 
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July 1;,, 1937 . 
At'ter 8:16 a .a . 

How is business toda7:i' 

Well , everything is up again, sterling, par-
ticularly also the old that 1 e the 
guilder and the Swiee t'rano and the belga. 

Uh-huh. 

Which would indicate - ot' slides ot' capital 
into those currencies or repatriation ot aoney. 

Uh-huh. I see. 

Which would be - which I would consider a very 
helpt'ul sign. 

Oh, 7es. 

Gold again is t'ixed slightly above New York 
shipping parity 7•.78. The Bank ot' France is 
still trying to hold the t'rano down. 

Jl7 thought ie not t o touch our gold 1n London, 
but to bring back our gold from Belgium. 

Why - I think we only have a million dollars 
1n BelgiWD· 

No, we've got about eight 1n Belgium. 

No,seven is on the way. 

Yes . But I mean -

The other would have to us it we could have 
had insurance at the time,. 

That's right, but we thought we1 d olean up our 
Belgian gold. 

Yes. 

And we got it roughly, they tell me a hundred 
a1ll1on of Engl1eh gold. We ' d thought we'd 
leave that with the hopes that we could 1ell 1t. 

Leave it i h London, 

Ye1. 

Well , I'• heartily in favor ot that . 
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Yn, but clean up the Belgian gold. 

Yee. Yee, we have in London about a hundred 
and I think the Belgiua probabl:r -.ehipment 
ia being arranged now. 

Yea. 

Ot course, it alwa;rs takes a taw day a there 
becauee the:r haven't the - any boate -
American boats. 

But you agree with that? 

Oh, yea. Yea, I think gold in London il 
alwa;ya hand;y. 

But clean up the Belgian gold. 

Yea . 
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I'm glad we've got aa much gold as wa have in 
London. 

Well, that might come in very hand;y. 

Yes . Have a couple ot more da;ya like yesterda;y. 

Yes - ;yea, ;yes . 

Well keep at - inquiring, will ;you? 

Yee, I shall. 

'l'hanlt ;you. 
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Secretary of State , 

l'lashl.ngton. 

966, July 13, 4 P • m. 

FRO!! COCHRAN. 

GRAY 

Parh 

Dated July 13, 1937 

Rec ' d 4 : 25 P• m. 

1"77 

Pari s exchange market and all banks closed this 

artel'TlOOll and 14th. Late yesterday even\ng French control 

had to yield sterli ng which left little aatn of fore ign 

exchange on balance for the day , Parts American Ba~k 

bought one and one fourth million dollars for control 

yesterday , This morning control acquired fair amount of 

ster ll.ng, Feature of exchange has been heavy sale or 

dollars b! Japanese . French hotel and restaurant sttuatic-n 

unsatis factory and atmosphere t ense . Thi s is not condu­

cive to capital return or to r i s e in Government secur1ti3:1. 

BULL ITT 

SMS :NPL 

.. 
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2 AVI:NUE GABRIEL 

PAR le. FRANCC 

.l'lme 26 , 11137, 

HotnwUh 1a a OOVJ of a letter to44ree .. 4 to tile 

c-iealour of OU~ nlaUn to the lnfteUpUon of 11arooUo 

- ·uU.a& 1A ~. u I - the dhaUoa at tile preuat u ... 
C D4•r Tbnpaoa prollab~ !au 41aouae4 the •Uer with 701& 

auoe hie r.turll to WuhiDc'on, aD4 .r:r s.preeaioa 1a tbat our 

rtna are quite a1a1lar botll u t o the prMeat alhaUoa .ad 

what ellall4 be 4oM 1A the fUture. 

The queaUoa of peraoDUl 1a of the ut.oet Ulpor­

tuoe, lilluQ' 418~ th1Dp are •t with 1D t171Dc to set 

1Df-Uon, aD4 uDder tlla ooD41Uou 1D 'llbiu '1101'11: !au to be 

dona 1D fora1sn o0Wltr1N, it 1e abaoluh~ uoeaaary to baTe a 

4epeii4Ule pereoDDel , tra1M4 1A U....eUpUft work, with a 1004 

wor!tiD& lalowleclp ot a foreip Jensa•p. I truet the nc&MUou 

1a., letter to the ec-1 .. 1our, .. peo1~ tlloae oonoern1Dc 

the MD- li&...UC a oler1oal atatua, will reoeift fnorable 

oou14eraUon, 

Ma7 I •44 •~thlDc about Mr. Alrta 7. SCBAJII7, 

OU\cae .AceD' 4etalle4 to 11aie off1oe for tlla put four -the. 

Be 1au M4 full oll&rp of the MrOOUo aourtu .. e1Aoe hie 

arr1Ta10 
u I baTe boea abaat trca l'u'le aD4 eJ~CiaP4 on other 

work. Ba 11a.a ellowD cr-t ab1Ut7 1A llaD4H'AI the altuauon, 

1au 4ewte4 1118 aUre tt.. to tlla •tkr, ~tlJI& witll 

aew MthoU to pi'041aoe 'be\\er reeulte, aD4 - !au an orpDiaaUoa 

tuaoUoDDiDC 'lllaiu, I b.U ..... , 1A u .. will pi'041aoe reeulta. 

I .. &J.a4 to bri'AI 1118 work to JWr aUaUoa , u I bell ..... lie 

•r1h fawrable -14eraUCIIl .._ 11a returu to tile u.s.A. 

W1tll k1e .. e\ ft&'U'4eo I .. 
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Bureau of Cun-, 
Jnvestiga t1 'ft 11111 t, 
TreaSW'J' De~t. 
1ralb1Dgt<:D, D. c. 

Sirs 

OOPI 

Under data of J- 23, 1937, I fO!'IIU'ded a •an'8Dd11a prepared b7 

.t.cting Tre&8Ul'T Representati 'ft Scharff, relati 'ft to c.-luctiJig D&r­

cotie 1.Jrfeat1ptiou 1n ~. With reepect to gueral ecaditiou, 

the follcwiDg addit1CDal. ob .. rratiooa are .w-itted. 

llheD tide office took <7ftr tM u.reotic i.Jrfeatipti n •orl< 1n Europe, 

Cll Novnber 1 last, tin - wre aas1ped to tbe 'Wirk, llusre. liMn 

and 8nlll8r, trea1111r7 repressntatives, and llaeen. n,ar, Vachon mel 

Violett, detailed ~tile BvN:u of •areotica. TM prob1 .. ecahalt­

iDg til• office n.a diecua..t am it •• d.e1ded that au of tile pr1D­

e1pel tbinge to do • s to ccmtact pollee ofticiala llld to -- arranae­

-te for tbei.r cooperaticm. .t.t tile - tilu tntor.re wre to be 

CCIItactad for 1nt-t1011 ccmcemiDc ehip.Dta, carriere am ~• 

of eupp17, am ..._1'1_ llllbea.S.ea, 1ept10118 ad ccau•aletee wre to 

be rtnted for~ puzpoH ot .. curiDg tbeir cooperatioc • . 

It we pre~ at tide tS. tbet official Dotice •ould be gi'ftD tbe 

..._1'10&11 ellbaaai .. , 1eptioDe aDd ccmsalatae iA Europe, as wll N 

~ forei£11 gC7'rel'IIMilte, of tbe - ·~· of tile 'l'reuU7 

Departllnat in bac:lliDc D&rCOtiC •orl<• Off1ciala in ft'allae, lle]4ila. 

GefWUIT ad Great Br1taia wre CODtacted 1 11atalT, latt - U. 
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ns loet iJ1 coot.ctiDg otMr gon~t. 'Di.UIIg for a~cll DOtice to 

be aent oat. 

'lbeD it •• apparent that the notice referred to -.,uld be dala,...S, 

otber oft1c1a1s wre ccmt.c:ted, nUl s- cCIDl'uai.on aD1 nberran•nt, 

as it wae not apparent to ea. wbT thaT bad rec:eiYecl no not.1c:e ot a 

change iJI practice. 

During tbe first -k iJI *T I laamed 11DOft1o1alJT that t~ 1Mr1can 

ellbaeeias, legatiooa aD1 cO!IlNl.atae had bean DOt.i.tiecl iJI April ot 

the chlmge iJI orpn1utioo of tM Trea1NJ'7 oftioea iJI Europe, So 

far as I know, no foreign gcft:m.nt baa been so noti.tiecl1 blat thia 

office ia lett tree to cont.ct foreign oft1o1ala witll reepent ._ 

narcotic work. 

By the lll.dd1a ot hbnary ccmt.cta bad ban -.cia wit!~ tba prilll:i~ 

gcmn..-nt and pollee ott1c1&le wbo coW.d be or a .. iet.noe 1D .arcotio 

wortc. xr. Violatt bad ban workiJig iJI aOiltbeaatarn .BuropeJ llr. DJar 

bad been at.tioa.d 1D Aat.rp, to conr Boll•M al.OJ Kr. Baera aa 

work1Dg 1n ~ O.r.aa porte, 11h1l.a xr. Bnm.r 8Dd xr. Vac:boll ware iJI 

Paris snd &lao oOt'eriDg Frenoll porte, 

About thia u. c Mu ~- arr1Yecl at-~Secl by * sara. 

Scharff 1 Chrietidaa IDd stullldl'eher 1 ta. latter tlarH baiJic uld.&Decl 

taiiPOrari.lT to thie oftic:a. With ~ perlll. .. i ca of ta. 811rea1 xr. 

Schartt •• placed iJI c11arp of tile direnticD ot arootic wartc, 1a 

whioh ~ had a tree 11..t 11nt1l about two -a age. xr. St11bl.dreller 

was eant to Jlubllr&, and xr. Cbrietidaa to AtMna 1114 Iet.aJDil. 
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For tM put thrM -u. llr. Scllartt lllaa tollCIIINd quite cl.-lT 

MW pn.otioes tor tbit iDYeatiptin worlc, 11u1;r e:xpen.-ta ban bMD 

ude, all loolcl.l1g toward a eol.utiCD or the problea cCiltlulting tbit 

ottice 1 that ie 1 tbe beet 'llfiT to uee the - an.il.able to ol:ltaill 

the 110et aod beet intoration, 1'bit e:xpert.a.ta ban bee tollCIIINd 

b:r • wl. th sr-t interest, tor I aa ae IIAld.oua ae aD,70D8 to· t1D1 a 

•tbod or open.UCD tbat 1l1ll produoe re.ul.te, 

Witbou.t diecueaian of tbe e:xperiaellte .ade to obtain intoratiCD, 

I would lika to state "Ill om ideas of wllat ehould be d aae ill tlle 

i'llture, 

Tbe cbart eublitted with llr, Schartf1e MIIOl'aodllll sbon tbe situa-­

tion ill Europe, Paris UD:loubtedl;r is tbe a:r point of control J 

Vienna a eecc:mdar:r point !rca which to cCDtect the police add othw 

otficiala ill eastern aDd scatheastern Jurope, 

With respect to tbe nrlcas porta, llareeillaa 1a ext~ 1JooportaDt 

and an apot should be steticaed there, Shipp!.Dg froa !lice would be 

conrad !rca llr.reeillsa. 

Ubene IDd Istubul. are good l1atenillg poste that ~ gin intona­

tion as to source or llll!>PlTJ pemapa of _,,:u ng, aJid beth llhculd 

han an agent at the pre-t tia, 1'bit pe~t aaslgnwnt of 

llr, Chriatidee 11011ld till cae plaoe, prortded be ~eiree to Un 

1n !~&rope, BS.a IIDooll.ed&'e of U.. Greek ..S !Urlc18b lagaqts ..aa 

h1a 't'alaehle. W~th tn1n1ng, bit IObanld be a .on ... .tal otftoer 

1n -u.aatena ~-
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CM .arootic qwnt probabq b BR!tJ.ciat tor Ital;r at • P"MR 

tbl. llr. Patend.t1110Ul4 ba ~Wslrabt. tor Mrootio wark, blat -

CDt alee~ lla.,. to ba appoilatecl tor~ •rll:. llr. Patend.ti 

was IWteilAd to anotic --'t tor CIDII .aatll1 llba•sd -·1darabl.e 

abWt;r, blat it -• moeeaal'T to ntllm h1a to bis npl&r dutiea 

on acc01111t ot tile larp llllllllbar ot ca•• panc11 •&• All Italia porta 

are aaei q nacbed troa Mil.u. Two - at IIUan, Cll8 tor cuatCIIa 

cuea 111111 CIDII tor Dareotice, ie fiT 1dN ot wbat 1a llaeded at tile 

preMDt tiM. 

!'be OlltJ.at tor Oe~ 1a R ' ac. llr. Beare baa tba eitutiGD ..U 

conm aDd, turtbar balp 1a Dot mcea8411'T tbaft aa lq a• llr. S..ra 

h anilable. 

'Belgiua &d Bolland oa ba CO'ftftd b;r an ottJ.oer atat1CIIIIId at ADW.rp. 

llr. D,ar 1e tbaft at tba Pfteent tiM, •fti.Dc 1D cl- cooparatica 

witlt. till CGDIIUJ. a-raJ,. 

lla'fl'e, Cbarbourg, Dallll:irk and Calaie ca ba cCiftl'lld ~ Pari a. Ba'n'a 

probabq 1e the worst. apot 111d it .S.slat ba taaaible to U... llr. 

VacboD at BaT1'41 .,et, ot tile tilla. 

4t Par1a ODe an h IINded to do ~Well: work and two to ba tree to F 

~ft 1D B1aropa aa .. ba -eaar;r. It h fiT iDtelltiGD to pit 

llr. 1111\t.r Cll ~Well:-': •• aceD u b8 Ntulla ~ -uca, to n­

plaoe Mr. Sobartt wbo 1e d• to ntm'a to tile llld.ted Stat .. t.ld.a tall. 

For a tne' - to tra.,.lllbare' moea8411'T, llr. sz-r will -t all 

~t.. a. laiGn -nl ~·• h • uoelt.Dt illftati­

pt.or, ud • - ba dep W apca to do tba wark tM1psd to b1a. 
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Either llr. Detagraft or llr. Sobl•pr 111pt be ull181*1 to uroot.lo 

11'0ril: for the other MA, pronded a repla~t h tlamieM<l tor arbt 

VieDDa is i&port.Dt. aDd a &ood ageDt i.e requ:in4 tor U. pon. llro 

Violett. is now atati<M*l tbere 8lld be baa Mde ocataot nth ~ ot 

the pollee offioial.a in t.ba 8IU'1'01IIIding tarri tory, It baa beeo dif­

ficult t.o judp tbe nJ.u of his work. U be abculd be lett in 11&%'­

aailles, it aeeaa to • tbe a:itwati<lll 1I'OUl.d be wll contred b7 ret.urn­

iJJB llr. Beers to V1eama, aDd b7 gi~ h1a llr. Pogli.ea as an aeaiet.ant, 

with a clarical statu. 

The above plan would require additicoal. - aa tollowaa 

l A.tbana or Iatubul 
1 IIU&D 
1 llubl1rg 
l Perl.a 
l Vi-

L!nl!!!!p 

Prenob, Greek or Tlu'td.eb 
Ital.i&D 
OeJWA 
Prenoh 
a.~ 

It - t.o • t.o be -.ctnaebla that tiM Bureau deoide 1 '1et.e}T 

the status ta. be required tor ~at1pt.ora ca arcetio won: • 
• 

TreaiNl'J" Bepreaentat1Yea are required to !aft a ciYil eerrtce statu, 

IDd poai tiooa are t1l.led ~ ~ oi Y1l •moe re&iat.er• or t.nneter 

after tift 7MrB nato. elll)eri-. 

lleaan. DJar aDd V1ol.et.t are ._riC&D oit.iMDa bot ua.,. baT8 110 ciYil 

aerrice statu. Both are ca tapclirarT detaU ~ tbe BllrN1l ot ..,._ 

cot.s.oa 1111tU Jul.T 1, 193'7. 
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first two are clerks, botll w1 til U.. llll'":rlmmt -.a11:r ,..ara, botll r.JJ..­

able and valuable in'fWatiptora. Due to ci"fil •moe requi.re-te 

and tbltir aliea citisenllhip, tbeT cannot be ginn tile titJ.e ot Trea&t­

urr llllpreMDtati'fWo llllpl'dleaa ot fUture poliCTt it 1e fiT belief 

that tbe:r ebould be retained in tile eerrtca. lllr. Poglies 18 &D alien, 

rated aa a •ssenger. lie ia wll educated, baa excellent ccmnaotiana, 

spealta aa'fWral l.anguagea, and prob&blT 1IOUl.d be '"rT Yal.ubl.e aa &D 

assist&Dt to an agent statio-'. at Vicma. It Si'fWD aucla a statue, 

I believe bit ohould be -.de a clerk with a eal.arT ot $1700 and author­

i zed to tram. It this 1a dme, it will be nacaasar:r to •IIPlOT 

another ~~&aaenger at a sa1arT ot about. $50 per .:mth. 

It is rq opiniOD tllat tblt entire European atatt abould be built up 

or trained investigators, having a ci"fil aerrtce status, who C&D do 

both narcotic wo;Jc and otllar cuatou work. 1 .an •:r spend da18 in 

a place pri-.rilT interested in a narcotic case, with uothing to do 

wb.Ue -iting tor aa.thing to heppen. In suoh i.natancas hie tiM 

could be ueed to a4vantage an wOI'k in eannecti an wi tb otllar - stUng, 

undervalutian or •rltet value wortc. 

It baa beea s"Qggeneci to the Bureau that in the tuture clerlta aaaiple(l 

to tblt Barlin, Paris &Dd Vienna otticea be 10UJ1C -who ban peeeed 

a suitable cirtl eerrtce n--••ti an (p~ that ot jllnior ciTil 

serrtoe en-lou), tbat tbq be •leoted with tile Yiew ot w!c1n1 t-. 

cuS'tcu agents and tre&llllrT repre-tati'fWs, tbat tllq be requirecl to 

lift witll a nati'fW ~tor two or tllree ,.are to beca. nvnt 1a 

a toreijpl l&Dguage, tbat attar being a~ two or tllree ,..are t.J.:r 
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be appoi:Ated a811ht&Dt ouetou aput.a 1D the llld.ted Statae. ftlia 

suggeet1cc, U adopted, would build up 1D tiM United Statee a oorpa 

ot trained 1Jrreet1gatora, epealdng a toreip J..aagv.qe, avaU.able to 

till Yacaucies 1D tbe tareip~ Mnioe. 

At the present tiM tbare are a181Jt •u clarke 1D the Ellropean ot­

f'icea without ci'Vil eenice status. ~ ubitioua )"011118 au will 

not be aatietiad to reain 1D a clerical eapaoit)- 1Ddet1Ditel;r. fboee 

tbat are aatiatied are uot the kind ot au tbe eenice neeca. 

Ill'. Wen, 1lbeD 1D the United Stataa, took the .Junior Ci'Vil Senice 

Exuiner exam1Nt1Clll. lie paaeed with a nrr good rating. Be spaaka 

both French alld Oe!Woll and in ~q op1:Aion 1e good atari&l. ttJr the 

1nnet1gat1Ye eeniea. It is rec~Ddad tbat narr attort be -.da 

to gin b1a a claaa111ad statue in hie preeaDt poeitian aDd u •­

as this ie dooe tbat be ba tranaterrad to the 1M ted States aa Ul 

aesiet&nt cuatc.e aaeut. Arter t.ra1mng 1D the aaenCT eenice at 

he., be will be :read:r tor tranater abroad. 

llr. Grittin baa paned a t7]Xiat eu•1Nt1cc. TIIS.a llbou1d be uad to 

tiin b1a a elaee1tiad statu, With tbe Yin ot retuming b1a to tM 

United Statas as an uaietmoe ~ ageut, aDd later retundJI& 

bill to Evope. Be 1a protioieat 1D the Frallob lupa .. 1D4 I be­

lla .... bill to be goad atari&l. tor the apnq ..nioa. 

Ill'. llendaracm todc the .J1mior Ci'Vil Serlica JD•1•r taet ~t.l;r 1D 

'laebiDgtoo. Be baa not reoaiftd bh ratinp. I 4o DOt kn• .,.Uia' 
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the otber clerll:a haw taan or paaaed .,.e1MUona. Meaera • .Burtclo, 

l!all and Roacb look lilr» good ..t.erial. It lllalrt be teasl.bl.e to law 

u- claasifiad b7 exaeuUw order. 

Worll: 1D a toreip cOUIIt.rT ia quite ditttrent tt- that 1D tbe 11n1ted 

Stetea. IDOII'ledge of a tore1PI J..aasaqe 1a ea-Ual. It 1a _.. 

expensive for an AMrican to li'ft 1D a torel4Jl COIIIlt.lT 1 accordiDI to 

011r atandard of 11v1Dg, than 1 t 1a tar a foreigner to liw 1D bh Ollll 

country, For tlaat rea- tbe aal.aries ahoald be liberal. Dn ... u­
p t ora aasigned abroed abould baw at leaat $)200 per &Dil1mo with 

yearly increaaea of $100 for tbe first fiw ,..ara. At tbe pro-t 

tae 1n Europe 1D the $3SOO claaa ia ODe UD who entered the euat­

aervica 1n 1923, one 1D 1924, tli'O 1n 1927, fC111r 1n 1930, threa 1D 

1931, 8Dd Clll8 1n 1936. Sa. of tbeae MD are d1acC111re&'ll(l at the 

outlook for the future aDd the:r get no encour&&"MMlt tt- tM tact 

that ~~e~r .an recein tM aue aal.ariea tbe7 wre gi'ftll a1.x or eeTOD 

;rears ago. A greater epread 1n aal.ariea 1a neceaaar:r to .U. a wll 

balanced organiut1011 and to encourage tboN wbo hlwe rendered ef­

ficient service for eenral ;rears. 

The Buzean •a telecrepW eenra1 -ltl aco tbat _.. - wre DNCiecl 

tor narcotic work, ud t.Mt 1t it •e DOt ttafible te NDil traiDecl 

u.rcoUc MD, trea11111'7 repre-t&Uwa wval.d be a~ wbo cOI&lAl 

do •~tat 'ftl.• worll: and relle'Y11 - of tM pn-t at&tf for Mr­

coUc 11'01'11:. To date no appo1D'-t• bew bND ...S.. 
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Woratim <>D which to 'II'Ol1c. llo cme man the quantit:r o! DUCotic 

d:ugs ••ggled illto tbe lh:d.t.d States altbov.p eeti.ates raD up to 

15 or 20 tone 8JIIlUJ.lT. Tbe f- .Uures ude illdicat.e certaiD 

points of orl.gill aDd tbeee places .at be 'II'Orbcl ill tbe hope of get­

ting intoratiCD. Reliable illfOlWira are difficult to t1Dd-t.be 

bueinees iteelt 1e 8\lCh that f- peopla knO'K 'llbat ia goillg CIDo 5c.. 

in!omers mab 1l:ll.d guaeeea, ill hope a of gettillg a .. rcie, 'bllt IIQCh 

gueaaas eeld<a pnlduce raeulta. Intor-.ra should be paid libarall;r, 

llllt ill WIT opiDico ODl7 11t.1 ra eul te are produced. Sllbsidi.sillg ill­

fomera ill tbe hope that acaa da;r tbe;r w1lJ. produce reeults _ .. to 

1111 unsat1sfactcr;r. To WIT llind it 8881111 batter to let thea know tbe:r 

'll'ill be paid liberall;r for azv 1Dtoratim prov1Jii to be or Talwt, 

but not to pay 11nt1l tbe 1Dtorw. tiCD ia delivered aDd proved. 

Pollee cooperatiOD 1e anctial 8Jid at tiaes it 1a 1I01'tb 'llb1la to 

tumieh police ofticiala 'll'itb at:1fJ117 tor tbe aeaiataoee tbe:r gin. la­

tabliehing thia cooparati m, ill order to get 1Dtorw.tion aDd to toll• 

up cases, almg 'll'ith tr;ring to t1Dd aDd illtaraet in!or.ra who -:r 

be ill a positicm to gin Taluable 1Dt-t1m, - to ba tbe beet 

liDas alcmg 11b:ich urcotic worlt ill lllropa 1e to ba cCIIIdllct.d. It 1a 

a difficult tael<, raqu1riDg- of -·111 1Jltall1gell08 aDd abillt;r. 

Great care abonld ba take ill choosing _, u tlla q'GIIetiOD of par--

8CDMl 1a of tbe graata et iaportallca. 
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!.lllUORAllOOU CJ!I' TBE DAY' S ACTIVITIES 

J'\IJ.y 13, 1937 

To: Secretary Uorgenthau 

t.:r . I :..Sill 

1 , Undistributed Profits Tax 

Ssnetor Olaaa celled me this urternoon to make on appoint­
l!l'!lnt ror lll8 to see !Jr . Vance :.lcCormick relative to proposed ohengeo 
in the Undistributed Protits Tax. l.ir . l!DConalck proposed (1) that 
corporations whos!l current asaets were leas than twtee their current 
11e b111 t i es ohould be pert:~i tted to aeou:mllate earnings to restore 
this ratio; a nd (2 ) that t he first 20 or :>5 percent ot undistributed 
earniru;s should not be aubj&et t o t he tax, Ee 'll!lllted to know whether 
the Treasury would oppose the adoption or these amendments aa port 
of the revenue bill which will reaul t trom the present hearings , I 
told him that we would and pointed out that the President bad 
specifically stated thet &Mendmante or thie character were not to be 
considered at tbie tillllt . Mr . l.!cCormiok said he hlld talked to Senator 
Harrison nod Ur. Parker, both or whom had told hi m that no euob MM~nd­
ments would be adopted now without Treasury appro.,.l , 

2. Tax In'feetifa tion 

J.:r . Ire7 baa a nU!Ilber or ~atio!IS to 1<18lce ror iMpro'fB­
mont or th!l erne iell<ly or the Bureau adminiatration, ar1siD& out or 
bb obaenations during the current ioveetiptioo. I ba'fft asnd h111'. 
t o preptre a detailed sat or reeoomendatiooa to be presented to a 
meeting Thursday afternoon whlcb will be attended by tb!l CC!III!Iislioner, 
Ur , Russell, Mr. Oliphant , !Jr . Sbetroth, Mr. Irey and his auistant 
!Jr, Burford, 
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IlfDEX OF EVENTS 

IR CONNECTION WITH 

CONVERSATIONS BE'l'IEEN SECRETARY OF THE TREASURY 

AND CHINESE DELEGATION 
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NOTE; FIRST REFERENCE TO POSSIBILITY OF CHINA SENDING REPRE­
SENTATIVE TO ID~ITED STATES TO DISCUSS SALE OF SILVER AND CHINA'S 
UONETARY PROBLEUS WILL BE FOUND I N CONFERENCE BETWEEN SECRL~ARY 
~ORGENTHAU AND AUBASSADOR SZE ON 

February 10, 1936 
President told HU, Jr there is no bbJection to Chen coming to US 

February 10 . 1936 

Cable from Nicholson giving background or K.P. Chen who will 
head Chi nese delagation. 

February 10. 

Cable troD Buck giving his appraisal ot K. P. Chen. 

February 10 

Cable to Treasury Attache Nicholson instructing him to accompany 
K. P. Chen to t he States. 

February ll 

Cabl e from Secretary Uorgenthau to Buck instructing him to advise 
Kung or Soong that Kung will be acceptable to Treasury Department V 
as Chinese representative. ~ 

February 17 

Cable from Secretary Uorgenthau to Buck advising him that he, 
t he Secretary, will be on short vacati on from Uarch 20 to 
April 5 and t hat Nicholson should arrive the same t i me as Chen. 

February 18 

Cable from Uuck advising Kung requests detailed statement on 
nature or matters to be discussed by Treasury and Chen, eo 
Chen may be instructed accordingly. Chen has changed sailing 
date to Uarch 24 to arrive San Francisco April 8. 

February 19 

Cable trom Buck that Iung again appreciates suPport or Chi na'• 
monetary system. 

H•rch 4 

Cable to Buck inetruoting him to suggest to Iung that it will 
be helpful to both Chen and Secretary Uorgenthau if Chen il 
instructed to oontinl conversati ons while i n United Statal t o 
monetary subjects only . 
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U•rch 14, 1936 

Cable from Buck advising that Chen sailed last nigAt on tbe 
PRESIDENT PIERCE; Kung's ettitu~ e one of hearty cooperation 
wi t .h United States Treasury; brief statement of China '• 
monetary program . 

Uaroll 16 

Cabl e f r om Buck that HU,Jr's cable of March 4 helpful to China. 

April 1 

Cable from Buck transmitting message from Kung t hat China is 
in great need of further financial support and Secretary's 
s tatement on success of monetary policy helped tremendouslY; 
desires United States buY more silver at prices advantageous 
to China . 

April 4 

Memorandum from ur. Lochhead to Secretary , outlining possible 
objective of Chen's visit and methods by which Chinese may be 
abl e toutilizs s ilver in their monetary system to obtain foreign 
funds. 

April 4 

Uemorandum from J ohnson, U.S. Treasury Attacne , Shanghai . 
(1) A General Survey of t he Latest Political Situation in 
Nank.lng; ( 2) NBllk1ng'e Position wlth USSR and Japan, dated 
April 7. 

April 8 

Flrst formal conference with Cllen, at which Chen presented 
letter to Secretary from Dr. Iung, Chinese Uinlster of Finance, 
dated Uarcll 11. HM,Jr. asked f or detailed information concern­
ing financia l picture of banks of China. 

April 8 

Uemo to Secretary from Mr. Haas, 1 Coadition and Statue ot 
loans to the Government of China made by the Grain Stabiliza­
tion Corporation in 1931 and by the RrC in 19~. 
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April 9 , 1036 

Conference with Chen, who presented seoond letter from Kung, 
dated Uarch 9 , with two memoranda, •Financial Position or 
Chinese Government• and •china's Monetary Policy.• Discussi on 
included f ollowing topics: Chinese policy on use or s ilver 
in yuan and half-yuan; metallic reserves of China; China ' s 
commercial relati ons with Germany, France and Russi a; Russian­
J apanese s ituation, and Japanese activities 1n North China. 

April 10 

Memorandum to Secretary trom Mr. Haas, "Chin•'s February 
fore ign trade.• 

April 12 {See April 13) 

Secretary Uorgenthau entertained at stag dinner at his home 
in honor of K. P. Chen and Chinese delegates accompanying him 

April 14 

Conference with Ltr. Chen in Secretary 1e office . Chen pre­
sented Secr etary with memoranda on the Sank of China, Central 
Sank of China, Farmers Bank, Bank of Communi cations , funds 
of the Boxer Indemnit y and agreement wit h Ot to Wolff , in 
nnawer to r equest of April 8 , Uatters discussed: possi­
bility of China operating between sterling and dollar, rather 
t han being linked to sterling; possiblli t y of China 'a sending 
s ilver to San Franc18co or Uew York and their borrowing 
aga inst that silver, similar t o Uexican arrangement; possi­
bility of U S buying 5 ,000, 000 ounces a month, beginni ng with 
Uay; again discussed quantity of silver in Chinese coi ns. 

April 17 

Uemorandum to the Secretary fro~ ur. Wn1te, "China - Her 
Exchange Situation. • 

April 18 

Cable from Buck that Kung appreciates time given to Chen 
and that anything done to help China ia also help to United 
States and world. 
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April 20 

Cable from Buck giving results of London sales by China, as 
suggested by SscretP~Y Uorgenthau. 

April 20 
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Uecorandum trom Ur. ~oks, New York Federal Reserve Bank, of 
luncheon to be given t omorrow to ur. Yutaro Tomita, Financial 
Commissioner of t he Imperial Japanese Government. 

April 20 

Uemorandum giving background and duties or position ot Financial 
Commi ssi oner Yutaro Tomita. 

April 20 

L!emorandum from Ur. White - 1 China - Uoneta.ry Situation. • 

April 20 

Conference with Mr. Chen in Secretary' s office . Ur . Chen pre­
sented two memoranda, "Memorandum on Increasing the Liquidity 
ot t he Cash Reserve Against Note I ssues of the Chinese Govern­
ment Banks , • and •uemor andum on the Question of t he Independence 
ot the Chinese Currency,• as r equested in con!'erence ot April 14. 

April 21 

Confer ence 1n Secretary's office with ur. Chen, who asked about 
sale or s ilver to tne United States. Secretary asked definite 
r eply to suggestion that China would tree her currency tro111 any 
ot ner currency , and amount of silver to be put 1n Cnina'a sub­
s idiary coins. 

April 21 

Cable tro111 Buck. Kung gives reassurance that China has no in­
tention of selling all her silver and that she will use silver 
in 50 cent token coins and as reserve, but another sale or silver 
is necessary tor larger foreign exchange stabil~zation fund , 

April 21 

Uemorandum trom Dr. White to Secretary, 1 China - !lew Silver Coins. • 
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April 24 

Memorandum to the Secretary !rom Kr. Taylor reporting on 
conference or Chinese representatives with Ur. Taylor, Wr. 
LOchllead and Kr. White, on April 23. Summary: Proceeds 
ot sale or silver by China; New silver coins; Increased 
use or silver in the arts; Silver r eserve against note 
issue; Fixing or the yuan exchange rate . 

• Anril 27 April 28 
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Chen met with Secretary. Secretary advised Chen that he 
had received message that Kung was di sturbed over prospect 
of National City Bank making loan to t.be Canton Government. 
Secretary advised Chen he could cable Kung no loan would be 
made by National City Bank. 

April 30 

Cable received at Customs !rom Buck inViting Dr. Warren to 
come to China to advice on monetary and agri cl.lltural problema . 

April 30 

Cable to Buck !rom Secretary Uorgentnau advising such a trip 
would undoubtedlY be i ntrepeted as having great monetary s ig­
nificance and l.lnOf!iciallY sl.lggeeting it be postponed. 

MAY 1 

llemorandl.lm !rom l.lr. Taylor to Secretary reporting on confer­
ence held 1n Taylor's office with Ur. Chen. SubJects die­
cussed: Indl.lstrial use or silver; Silver coins; Silver 
reserve a ; Yl.lan-dollar:aterling exchange rate. 

MaY ? 

~emorandum t o Secretary !rom Dr. Viner stating his personal 
comments on pending conferences. 

HAy 6 

Uemor andum !rom ur. Taylor to Secretary analYzing gemo ot 
Chinese representatives on incr easing the l.lBe or silver, 
independence or Chinese currency and i ncreasing liqui dity 
or cash reserves against note issue or Chinese Government 
banks , 

MN12 

Cor~erence with Chinese delegatee to discuss drat~ or 
A' ril 27. Taylor and Lochhead's conference with ~.Jr to diBCI.l&S cable 

Buck r e r11mor canton Qovt will aek Nat ' l City Bank tor loan with 
1lver ~e cecl.lrity. 
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Chinese announcement to the press . At this meeting Chen 
proposed US increase its purchase of silver to 751 000,000 
ounces . BK,Jr . took matter under advisement . 

Max 14 

Memo to Secretary on final steps in concluding conferences 
lfith Chinese. 

May 14 

Memo dated May 15 from Taylor to Secretary on meeting held 
with Chinese at Secretary ' s home, evening of May 14. 

May 15 

Uemo from Taylor to Secret ary on meeting held With Taylor, 
Lochhead and White, 12 o'clock, May 15 in Taylor's office. 

MaY 18 

Announcement of Chinese Minis ter of Finance, of Chinese 
measures of monetary reform. 

May 18 

Press conference at which Mr . Sze r ead announcement of 
Chinese Yinister of Finance and Secretary Korgenthau read 
Treasury announcement. 

May 18 

Cable from Buck advising Kung anxious t o give Secretary 
distinct recognition tor friendly and helpful cooperation. 

May 18 (and 19) 

Various ticker services reports of announcements to the 
press by Chinese and U. s. Treasury. 

May 22 

Chen 's two letters to Secretary outlin.ing proposals of 
Chinese Mini ster of Finance for further measures in con­
nection with China 1 s monetary r eform. (See May ~7) 

1S6 
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MaY 19 - May 23 

Foreign press comment on silver agreement with China . 

Ma.y 25 

Letter to Federal Reserve Bank of New York inclosing author­
i zation, as fiscal agent of Treasury, to write to Central 
Bank of China and t o carry out instructions in regard to 
purchase of silver . 

MaY 27 

HW, Jr ' s acknowledgment of Chen's two letters or May 22. 
HM, Jr . is forwarding instructions to Federal Reserve Ba.nk 
ot New York. 

May 28 

Letter f rom Secretary to Mr . Chen advising him Federal 
Reserve has been instructed to act for Treasury and ex­
pressing gratification at successful outcome of conversa­
tions . 

May 29 

Tel egram from Chen announcing he is sailing on Bremen and 
expressing appreciation for kindnesses while in Washington. 

June 12 

Editorial, Washington Herald, •Morgenthau 1 s Wise Pact,• 
commending HM,Jr. for intelligent handling of the Chinese 
currency situation. 

June 19 

St ate Department transmits portion or cablegram from American 
Consul General at Canton that reports f rom bankers and very 
reliable sources indicate much progress in Nanking ' s nego~ia­
tions for adoption at Canton or national currency. 

JulY 27 

Ambassador Sze's letter transmi tting confidential memo from 
Dr. Kung to Secretary -- General Outlook of the Charter of 
the Central Reserve Bank of China . 
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Ju1v 28 . 1936 

Ambassador Sze' s lett er transaitting copy of letter troa 
Dr . Kung to ll.r . Cyril Roger s urging hia to extend his st117 
in China for three to six months in connection with estab­
lishment of Central Reserve Bank of China . 

Sept . 5 

State Department encloses copy or letter, dated August 3, 
1936, from Chen, expressing appreciation of courtesies and 
facilities ext ended to him by Treasury Depar tment. 

Oct, 1 

Newspaper Comment on the Recent Monetary Agreement between 
the United States, Great Britain and P'rance. (Filed 
St abilization Folder ) 

Oct. 2 
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Request from Central Bank of China f or withdrawal of lump 
sum of $7,000,000 from their account at Federal Reserve Bank 
of New York to replenish its working balance, 

Oct . 3 

IIJA,Jr 1 s instructions to Lochhead to send cable to China 
authorizing Central Bank of China to withdraw $7, 000, 000 in 
lump sum with understanding that proceeds of silver sales 
are to be used only for stabi~iz.ing Chinese currency . 

Dec. ~0 

Nicholson's letter to Kr. Lochhead including memorandum from 
Central Bank of China explaining their reasons tor wishing to 
sell si lver in London through an intermediary . 

Dec . ~7 

Haas• memo •Recent Politi cal Developments in China•. (This 
memo given to President for his information. ) 

Jan. 22 . l9J7 

HM,Jr• s cable to Buck, in Shanghai, informing him of Ambassador 
Sze •s call and instructing Dr . Buck ·to see General Chianc Kai 
Shek to inquire his internal and exter11al policy for China 
durinc 1937 . 
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.lap. 25. 1937 

Ambassador called to give BX, Jr . answers to his questiODs 
asked in the meeting of January 22. Sr;e says at t acbed 
article in Jlew York Times of J anuary 11 from Hong !tong 1s 
authentic . 

Jan. 21 

HY, Jr instructed Taylor to tell Chinese Ambassador he will 
extend borrowing privileges only for month of February; 
also to tell Ambassador BM,Jr wants General Chiang Kai­
Shek to see Professor Buck. Buck's cable: time not aus­
pi ci ous. 

• ar ch 24 

Letter from St ate Department transmitting Cable 127 from 
American Ellbassay , Nanking, that Kung 1s going to &~gland 
as specia~ &nvoy to attend Coronation. Unconfirmed reports 
that T. v. Soonc also .will go. If this is true, may be 
some conversations on financial matters . 

199 
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!.larch 26 1 1937 

St~te Department 's letter transmitting Caole 133 that Kung 
and Admiral Chen are leavtng China t or London on April 2. 
Chiang Ka1 Shek will head Finance ~iniotry during Kung 's 
abcc~ce ; while ! lnanclal conversati31& would be held in 
London , result would probablY be t hat China would merely re­
ceive l arge cr edi to and a quantity or •war J uuk•. 

Unrch 26 I 1937 

Nicholson ' s cabl e tha t Central Political Counci l has approved 
plan for regani~ation of Central Reserve Bank. 

Aoril 3 ~ 1937 

Uichol eon' s biographi cal sketches or those who will accompany 
or. Kung. 

Apr 11 6 I 1937 

State Department letter transmitting cable 151 and cable 152; 
r umor s that Dr. Kung h~pes to obtain si~eable loan !rom Great 
Britain; T. K. Tseng did not accompany Kung and party ; Tseng 
is considered i mportant member because or expected financial 
conver sa tions. 

!.lay ll ~ 1937 

Ambassador s~e•s call on H!..I,Jr r eporting cable' from Dr. Kung til 
London that he will be in Washington t o personal];· thanks the 
?res ident and HH,Jr and inquiring if US i s interested 1n buying 
Chinese silver on deposit with Fede••al Reserve. HU,J.r says he 
has no ideae or buying the silver. · 

Uay 27 , l ll37 

St~te Department t ransmitting cable 219 or Uay 26 from American 
Ecbsaey , ~!anl!:J.ng, that Kung plans to conf er with the American 
authorities r egarding the Chinese-American silver agreement. 

June 41 1937 

St ate Department transmitting cable 734 f r om American Ambaaeador, 
Paris , reporting his conversation with Dr. Kung on Chineae loan 
negotiations with Great Britain. 

Regraded Uclassified



-10-

June 10 . 1937 

State Depart11ent trans11Uting part of lio • .356 !rom American 
Ambassador at London relating to Chinese loan negotiations 
with Great Britain. 

June 21 

Cable from London Eabassy re Kung 1s loan negotiations in 
London . 

June 30 
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Chinese Ambassador end Dr . Kung call on the Secretary . Dr. 
Kung referred to a previous r equest tor permission to invest 
Chinese funds in American (US Govt) securities . BK,Jr said 
Federal Reserve will do it tor China just as they do tor other 
Central Banks . 

Dr, Kung broached subject of purchase by 
silver held on deposit in this country . 
take it under consideration. 

JulY 6 

us or t-o lots or 
BK,Jr said be would 

Taylor's !DeliO to the Secretary reporting several conversations 
with Dr . Kuo regarding silver held in this country by China. 
They wish to convert 50 to 60 million ounces of silver into 
gold. 

Ju).y 6 

Taylor, Viner 8Jid Lochhead met with the Secretary . Secretary . 
said as a starter be was willing to buy the 12,000,000 it he 
will convert proceeds into gold and it President wants to treat 
the Chinese extra nice, BK,Jr is willing to buy all provided 
they take it in gold earmark. 

July 7 

HX,Jr ' s telephone conversation with the President . BK,Jr told 
him the Chinese are coming in to see him tomorrow and that he 
will swap the 62,000,000 ounces ot silver t or gold to be lett 
in the us, earaarlted in the Federal Reserve with aa agre•ent 
that China can borrow dollars against that when they need it. 
President thought it waa a grand arrangement. 
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July qo I 1937 

Ueeting in Secretary ' s office with Trea sury otticiale , to 
cons ider draft ot agreement between US and China. 

Jul,y ~~ 1937 
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!!oet1ng in Secrstl\ry 1 e office with Trel'eury o!t1c1ale and 
Chinese representatives , to discuss agreement, pri or to arrival 
of Chinese , tomorrow morning. 

JulY 8,) 193 r<! 

Chinese representatives meet with Secretary and Treasury r ep-
r esentatives. Agreement. accep ted and both sides will work 
on draf t ot public statement. 

Jul,y 9 1 1937 

Both eldee agreed on draf t o! statement. UcReynolde, Lochhead 
and White took oopy to White House. President approved but 
asked 1t not be r eleased without State Department approval. 

JulY 9, 1937 

?reee conference at which Joint statement wa s released. 

Jul,y 14 . 1937 

Letter o! Secretary o! Treasury t o Federal Reserve Bank ot NY 
authori zing and requesting them to carry out transacti ons ae 
fiscal agent o! us. 
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TREASURY DEPARTMENT 

INTD OPPIC& COWWUNICATION 

OMI July lt 1 1$17 

TO S.o...tary Jlor&e1:1ball 

"""' llr. llqill 

Joint C...s.11We OD fax Kn.aion aD4 .boi4uoe 

Mr. Dou.glltOD 1Ato~d .,. oorn t » telephone tllat SOD&tOII' llt.rriaOD 

had o.alcod that to.orrow•a ioiNt1Dg ot the 0.-!.ttee be o&llod att. 

llr. DoughtoD add that bit did not auppoae tbltt the Cc:aml.ttM -ld =--" 

&&aiD >&til !Lf'ter S011ator RobiDOOD 1 a tuo.ral and the H1:Ul'J1 ot the 

CO!l&f'ellicmal delepticm tr.. .&rttuaa. Be add he hia8elt •• a ..-ber 

or the deleptioD .rr- the Kou.ae, aDd » auppoaed SOD&tor l!&rrhoo -ld 

be troa the SOD&to. 

I told h1lll tllat 111t would prooeed with the dra1'tillg ot the le&ill~ 

tion and r;o onr it with tbe C~ttoe at tha nat •-"in&· Be e&id be 

ocmtaplatod ...... 1,. & report by tha Joint CosdttM aDd tb&t the dr&tta 

ot lepalation aboul4 be oon.aiderod by the 'lf&ya and 11M1u C...S.11We. 
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RE BRAZILIAN AGREEKENT J uly 1.4, 1937 
9 : 15 a .m. 

Present : 

H.M.Jr: 

White: 

H.M. Jr: 

White : 

1:! . !.1 . J ;• : 

~lilliams: 

White: 

Willia ms : 

White: 

Vlilliems: 

Wr. Lochhead 
lolr. Riefler 
llr. Vlbi te 
llr . Williams 
Dr . Viner 
Dr. Feis 
llr. Opper 

Well, l et's start on Brazil. They ' re coming in at 
10 : 30, aren' t they? 

Yes, s ir. 

Does Feis know it? 

He did know i t , and sai d he would be here. 

(On phone) Remind Dr . Feis that the Brazilians are 
coming in at 10:30 and I want him here, and it 1 s up 
to him to bring a~body who he wants to. rr it ' s 
O.K., don' t call back; don' t call me back. 

I thought we could have a dress rehearsal . Where are 
we at? 

Well, we saw them again Friday afternoon, and we had 
what we all thought to be a very satisfactory t alk 
with them. Apparently their expectations are moderate. 
We thought they might be wanting a commitment for a 

hundred millions of gold, end they said right away, 
"That ' s too much." I t hink we got the impression they 
wanted abput balf that, didn't we, Barry? 

That ' s what it was. 

I don't know whether they actually said • ••• 

Judging from tbe figures they gave in that report , 
it would be between 50 and 60 mill ion. 

So that the thing really boils down to two points. 
They want to talk over their ides of the centrsl bunk 

with someone, although they point out to us that the 
decisions will all have to be theirs; of course we 

agreed to that . 
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The other point i s whether or not we should give 
a commitment in advance to supply the gold up to 
50 million dollars, and we pointed out • ••• 

Excuse me a minute . (On phone) Have you talked 
to Dr. Feis? I ' d like to t alk to him. 

We pointed out there were two ways to do it, to 
accomplish their purpose . One was for us to give 
the commitment, then they could announce that a t 
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home, which apparently they are very anxious to do . 
The other is for them to make their announcement and 
for us to give a.n indefinite commitment, simply saying 
that we give them gold when and a s t hey have the 
exchange wherewith to b~ it. Last week I thought I 
favored that second course pretty strongly; this week, 
a fte.r thinking it over, I don 1 t know tba t it makes a 
whole lot of difference; it is such a small amount, 
a nd there are some advantages in the commitment . 

That's where I come in. 

Tha t's what it boils down to, wouldn ' t you (White) 
say? 

Yes. 

Well, here ' s the point . I 1m tickled to death that 
they only went the gold a s they pay for it; in other 
words , that t bey are not going to do a Ponzi scheme 

on us. 

Yes, they covered tha t very carefully in their 

memorandum. 

That ~kes it easier for us. It isn' t nice to have 
to call down another country. 

~be other thing is this . 
to agree to sell them 46 
and 4 million ounces, is 

I • d be perfectly willing 
million dollars in gold 
it, of silver? 

Well, it would be 43 and 7 million, if you want it 
to bring their silver up to their - including the 

gold they alr eady have . 

~es, it would be bow much? 
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And if they wanted to spend ~0 million dollars, 
then it would be about 43 and 7, 

How much in ounces of silver? 
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I don't know , I was figuring on ~0 million and it 
you figured at $1.29 an ounce, it would be r oughly 
about 13 million ounces of silver . 

All right , \'/ell, I don ' t for .a moment . ... , 

Exactly 7 million d~llars worth of silver, 4~ cents 
an ounce . 

The point I think I don' t want to do i s to gi ve them 
a call on us beyond one year f or gold a t $35 an ounce, 
becaus e I think that I 1d be s ubjecting myself to ••. 
Bello, J ake? 

(Viner comes in) 

\Ve just got to the silver stage . You haven't missed 
anything yet . I mean we ' re just talking about this 
Brazilian thing . The only thing, unless they have -
they told it to us after, I think, you left. They 
say they only want t o buy gold that they c a n pay for, 
which makes our job very much easier. 

Now, the questi on is about a contract, and the question 
I raise a t this stage, should I as Secretary of the 
Treasury commit myself too f e r in advance to sell 
anybody gold at a fixed price? 

They didn't mention - the f ixed price wasn ' t mentioned, 

At the price prevailing - at t he legal pri ce at the 
time. 

We have more or less had t hat same quest i on on the 
Chinese agreement . 

What I wanted to say i s this . I f we could have 
something - and I want t o clean this up. I don't 
obJect to saying that I am ready to sell X million 
dollars of gold to these peoplaL but I think we ought 
to have a time limit; then use Viner ' s suggestion -
at whatever the legal price i s at that tiaa . 
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In the Chinese agreement, when we tried to draw it 
up, the question came as to how we would lend them 
against the gold; a nd the Legal Division bad it 
written up for $35 an ounce minus a quarter, and 
we q uestioned whether or not the contract extended 
to the end a t that pri ce and whether we wanted that; 
and we checked back and said we'd make it with r efer ­
ence ~o the Gold Act, which does not specify a price, 
but just • • •. 

(Gaston comes in a nd speaks 
to the Secretary) 

Just a second . You111 have to do it, Herbert. I 
mean I can' t think straight. 

(On phone) With the exception of Herbert Feis, no 
calls for half an hour. 

Now, where was I? 

About the question about giving them a price or just 
leaving the price open. 

Well, let's l eave the price open. But for how long? 
~omebody make notes, because I'd love to ha ve something 
on a piece of paper here, a t enta t ive plan, at 10:30, 
tha t we could propose. 

We could give the~ a one-year thing with 30-day 
renewable clause - both parties . 

One year is 
may be able 
two years. 

a little short to buy 50 milli on. 
comfort ably to buy it, or t hey may 
Two years may be the outside . 

(Opper comes in) 

They 
like 

I don't want to give them more than one year. That's 
the longest I•ve ever given any money. 

They might like a shorter term, because it may put more 
pressure on them and they ma)t be able to make more of 
it at home . 

Of course, on the other hand, i f they f all down it 
will be bad at home for them. 
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l'ihat ' s that? 

Ir they rall down. 

They've got a lot ·or foreign exchange already. 

Of course, they can always buy gold with the exchange 
t ha t they have. 

They've got 50 million dollars worth of f oreign ex­
change now which they could use if necessary, if they 
wanted to maintain their contract . 

You see, what this is, evidently, from what you gen­
tlemen tell me, is tha t they ' ve got the idea that 
if t bey can say at home, •we ' re in this, we ' ve got an 
agreement with the Onited States,• it helps them tre­
mendousl y. Now, it ' s pure window dressing. 

Now, wby not let' s s tart and say that we give them 
an agreement that we 111 sell them up to 50 million 
dollars worth of gold and silver - I ' ll give you a 
chance to argue that - SO million dollars worth of 
gold and silver, of which roughly 46 million dollars 
would be gold and 4 million dollars would be silver. 
That isn ' t - I don' t know whether that's right. 

43 and 7. 

43 and 7. You (Opper) making notes? 

No. 

Well , somebody is. • • •• a t a price- at whatever­
well , as to 'gold, whatever the legal pri ce is as or 
that date; and the silver, the average price f or the 
previous 15 days . Bow' s that? 

(On phone) Bello. Herbert? Good morning. 
Herber t, I ' m working on the Brazilian thing. They're 
going to be in at 10: )0 . We're trying to draw up a 
rough memorandum in advance . So if you can get over 
a little early it will help. We ' re on i t from now 
until 10 :30 . Pick up any cables you fot on China, 
will you, i f there ' s anything in that s new. Do you 
mind? If 1bere 1 s anything, Just let somebody band it 
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to you. They were helpful. - Yes . 

Well, we ' ll talk about f 12 months contract. 
"This contract" - I don t know what the legal 
language - •to be taken up 30 days before 1t 
expires.• 

The e xtension of it? 

Yes . 
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Could you put it something like this : •with a ,right 
on both sides to renew for one year," but make it so 
we could - so we don' t have to - I mean make it read, 
•we will discuss st the end of 11 months the renewal 
of this contract.• I mean something to make it look 
as though it1s a two-year contract but it ' s really only 
one year . I mean "At the end of 11 months Brazil and 
the United States will discuss the renewal of this 
contract.• 

Is this to be a contract to purchase or a contract 
whereby you give them the right to purchase but they 
are not obligated t o purchase? 

It's a one-way • •• • • 

It ' s the second, isn' t it? 

It' s the second. It gives them the right - it gives 
them a call on us for gold and silver, the price of 
the gold to be the price of tb.at day, the price of 
the silver to be the average price for 15 days 
previous. 

Kay I interject a word? We have been searching for 
the possible outs . Of course, one obvious one was 
that they might want to count the gold as reserve• 
before they paid for it. They said - say that 's out. 

Now, there is another question that we have discussed 
a little, and that is the relation of this to the debt 
service. 

Whoh debt service?' 

Theirs. 
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The debt service settlement , You see, it would be 
a r ather awkwar d th~ng from our point of view t o put 
the Brazilians in a position to say, "Well, we're 
sorry, we can't pay any more on our debt, because 
we're obligated to buy th~s gold from t he American 
Government. " The American Government wouldn't like 
that, · So I think we ought to cover thet. 

How? 

And make sure that t he debt servi ce settlement i s 
satisfactory at this moment. 

No, now look, do you mind my talking very plainly, 
because •••• 

I Just want to raise the question. 

Raise anything you want. But you want to know how 
I feel , see . Now ~nd you don't mind - please remember 
I don ' t feel parti cularly well, so - I mean I may sound 
a lit tle bit mor e stern than I feel normally . 

That concern is not mine - example: any more than you 
or the Federal Reserve have rai sed that question of 
the debts owed by the old Russian Government to the 
Singer Sewing Machine when we agreed that the Russian 
Stat e Bank could oven an account with the Federal 
Reserve. You didn t - I 1m ta~ to you now as the 
Federal Reserve of New York - didn't raise the question; 
when the Russian State Bank deposits f i ve mi llion dollars 
wit h the Feder al Reserve of New York, does t hat in any 
way jeopardize what the Singer Sewing Machine bas due 
them? 

Willi ams: Yes . 

'.Ulli e.ms : 

H./.I,Jr: 

Williams : 

H. U.Jr: 

Am I right? Did the Board raise that question? 

No , 

Wbat? 

No . 

No. And the point i s tnis. The President permits 
me as Secretary of the Treasury, to go ahead with 
tb~se negotiations on the strai ght financial bash . 
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We don 1 t ask for - we won' t let any other branch 
of the Govern111ent use us tog et any special f avor s , 
either trade treati es or concessions or anything 
else, or debts . And all of the things that I bave 
done here up to now are on a straight financial 
government-to-government basis . Any more than the 
five million dollars thattbe Continental Bank owed 
the old Russian regime; the State Department made 
those poor fellows - I mean China; the old government, 
15, 20 years ago, owed t he Continent a l Chicago five 
million dollars and, by God, Hornbeck made the Chinese 
come through, and was willing to sacrifice his whoJ,e 
picture of China for f ive million dollars owing the 
Continental of Chicago 15, 20 years ago . 

There is this a bout it. This is current, you see; 
they're up ••• • 

I know. I'm going to say one more thing I said to 
them. Now, you could also say, •You've got no right 
to make an arrangement with England and France as 
l ong as they owe us the war debt.• I mean I 1m Just 
throwing all of these things i n. And i f - I mean the 
pattern, which isn' t appreciated and isn' t understood, 
is tha t all of these things that we do, the only thing 
that we're interested in - What is my policy? My 
poli cy is here thet if one country after another we 
can take them up and help them get a stabilized 
exchange in the world, tha t gradually we'll bring 
about an exchange stabilization. 

Oh, I agree with you entirely . 

But I want to get that over; and if we had t o stop 
and consider privat e debts ,· trade agreements , t ariffs , 
anything else, I would~ 1 t be anywhere today . 

Now, don't misunderstaDd me. The reason I ask you 
in i s to bring up everything. But I don' t see any 
more, when Aussia deposited five million dollars in 
the Federal Reserve of New York that we should hava 
said, •Does that mean the people are going to get 
l~s? • or whether in any case we should consi der 
these f oreign debts - t hose things as more impor tant. 
Now, I wouldn't knowingl y be a party to help Brazil 
cheat the American bondholders . Knowingly, s ee, I 
wouldn ' t want to be a party t o that. But if I s t op 
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to consider their private debts, then I better not 
go into any agreement at all . 

Now you fellows can all take a crack at me. 

The only point I had - I might as well finish - I · 
understand one of the reasons they ' re up here is 
they want to negotiate a renewal of the debt ser­
vice settlement for three years, and they're talking 
that with the State Department and Reuben Clark, the 
bondholders . Now, I think it would be good procedure 
to ••••• 

l:.xcuse me? 

••• • • good procedure to let that thing terminate, 
come to a head, then have it followed by this rather 
than for them to be able to use this as an argument 
when they come to do their debt service. 

~ousa Costa said that they absolutely - this i s a 
sta tement, but whether he means it I don1 t know -
absolutely they will not alter- they v4ll not 
exceed tile total amount of payments which they ll"e 
now making on these foreign debts, the Aranha debt. 
He said they may alter the interest payments or 
principal payments, but the total of foreign exchange 
that they ' re going to use will not be changed. It 
isn't as important a s it might seem. 

Now, maybe Herbert Feis knows that that ' s all set­
tled now; I don ' t know. 

\ 

Just a second. Riefler wants to ••• • 

It seems to me there are two points there. One is 
that this government isn' t a debt-collecting agency 
and hasn' t been; I t hink that ' s correct . The second 
thing i s , however ••• • 

You mean the Treasury isn•t . 

Yes. The second thing is, we shouldn't ••••• 

Excuse me; I make a distinction between the Treasury 
and making it all-inclusive governmental. 

Yes. 
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Because the Government has been actiye. 

That they are not a debt-collecting agency. The 
other thing is, however, I don't think we should -
the Treasury should be an excuse for not paying 
their debts. I mean we didn' t say to Russia, •We 'll 
make an agreement with you provided you won't pay up 
your debts,• or give them anything of that order . 

No, here ' s the point . Don ' t worry, the State Depart­
ment will take d8.11Ul good care of Reuben Clark a nd his 
committee, see? They always have and they always will. 
They ' re :l.n here . 

I think that's the answer. 

The t' s the answer , sure. 

They'll take damn good care . That's the reason I 

make the di s tinction when you s ay the Gover nment 
isn' t a debt-collecting agency, and I interrupted 
you by saying , "The Trea sury isn•t. • Now, the St a t e 
Depar tment will take damn good care . Because I've 
had this thtng out and the State Department still 
hold tnat, through their diplomatic r epresentatives 
abroad, that it is their job to see tha t America n 
citizens abroad who are owed money by fore ign countries 
receive a s good treatment as other nationals; and my 
understanding with the Stat e Department is that in con­
ducting these negotiations for exchange stabilizati on 
with various countries, I take no interest in money 
owed our nationals by the particular government we are 
doing business with. Now, I - I think that t hat ' s a 
pretty clean-cut thing. 

I think that ' s the answer . 

Now, as a matter of fact, I don ' t know yet where this 
thing - I use another case; take Y~xico . There ' s a 
law firm here, digby and something - Owen - they 've 
got all this stuff; in all thi s thing I've done with 
Yexico we• ve never raised this question of what they 
ose us. And, if I say so ~self, I ' ve made more 
friends for the United States through the way we•ve 
handled it than we could any other possible WB)' , and 
I can get anytllin8 w1 thin reason out of the - (Eduardo) 
Suarez, llinister of Finance i n llexi co . 
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or course, it is to the interest of the bondholders 
in the long run. 

Of course . I don't want to brush it aside, but have 
I explained • •••• 

Yes. 

Have I explained how I feel? 

Yes • 

And how I approach this thing. At the same time, 
the St ate Department always knows what I •m doing 
and if they wish to notify the bondhol ders tha t ' s 
their Job. 

But, t o use another example, Spain two years ago 
want ed five miltion dol l ar s loan against their gold 
to free their foreign exchange; it was six months 
behind. It wa s a cinch. The State Department said, 
• No, we ask you not to do this until our trade treaty 
is through, because that will establish the precedent 
t hat these countries get a loan 1n connection with 
the trade trea ty.• And by the time they got their 
trade treaty t hrough, it wa s too late. I had Cochran 
down there end he made a report. They had all their 
gold, all their silver, and a ll they wanted it for 
was three years. So I mean I 1 ve had - and all they 
needed was f ive million dollars , and they had their 
gold and s i lver as collater al . 

So I say now that if this i s all Brazil wants, it 

looks like a cinch to me. 

It does to me too . 

As a matter of pr actical teet, it we give them 
an option ••••• 

And you understand, please always when you come in 
here say what you think and don ' t mind if I ••• •• 

No , I think we ought to explor e the possible outs, 
but as a matter of tact I don' t see aDf r eal out s. 

Mor eover , this isn' t a loan really. It i s merely an 
opti on to purchase . I don' t see how the bondhol ders 

could possi bly obJect. 
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Jake, am I all right, on safe ground? 

All right. The St at e Department will take care of 
t hat s i de . It is not your problem. 

But am I on safe ground? 

I think you a.re on s afe gr ound . 

Ri efler? 

Yes. 

I •m glad to have had a chance to explain how I feel . 

I ' d like to a sk a few questions, Mr. Secretary. 

You would, would you? 

I don't know whether I ' m as f amiliar with t hi s a s the 
other gentlemen; I IY&nt to be s ure ·about a f ew things 
here . In the first place, it is not to be required 
that they take the same proportion of gold and silver 
each time, is 1 t - I mean that they can't get the gold 
unless they t ake the s i lver? 

Well , we haven't had a chance to talk about t ha t . 
You run t hrough your stuff. 

That' s t he first thing . 

Let•s a rgue about that. Wy thought is this: Under the 
Silver Act we are obligat ed to keep bU¥ing silver until 
we either have one-quarter a s much silver as we have 
gold, or silver reaches $1 .29 . Now, if you look over 
some of the statements of the President, going way 
back, I don't know how far, you will find be more or 
less l aid down this thing that if we a r e &oing to start 
now with South America and if we want people to keep 
some interest in silver - I think that when we eetab­
lish this thing with Brazil, this is the time to say, 
"We have this policy up her e, Canada baa it, Mexico 
has it, and throughout lforth and South AJaerica let1 a 
agree tha t one-quarter - we'll try as near as possible 
to keep one-quarter of our monetary stock in silver . • 
I don't know any other way tokBep this large volume of 
silver we have at some basis of monetary value other 
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than - i f we don't do tbis , it Just becomes a 
commodity . Somebody says it ' s a col!ll!lodity anyway . 
Well , I don't look for much support; i f I get it 
from any of you people, I' l l be surprised. I ' ll 
let you (Williams) t alk last •.• • 

(Laughs) 

••• because you're agin ' it. 

I •m agin ' it. 

I don't s ee how you ' re goi ng to get them to do it 
in the first place . 

What? 

I don ' t s ee how you ' re going to get them to do it. 

I ' m going to ask them. If I ' m turned down, I ' m 
turned down. 

Ask them to buy silver from you. 

Yes . 

216 

Are you going to sell silver - the only way to do it 
is out of t he Stabiliza tion Fund. 

Whe t we 're s t,arting to do is - you see, as agains t 
this, i s to build up some s ilver in the Ste~ilization 
Fund . Archi e ' s going to t ake some in. 

Of course, the ar gument tor this is that we did use 
this pattern with China . 

Just let me put i t this way. I 'm going to be a l ittle 
unfair . Don't l et's argue tor the minute - then we 
can come back - whether the Silver Purchase Act ia 
good or bad . I got it, see? I'm Wlder a mandate; I 
can' t get lt changed. Take it this way - I'll go 
with Williams - considering that the Silver Purchase 
Act is a fact - we 're not discussing should we have a 
Si l ver Purchase Act, but we ' ve got it; having it, 
would you still argue with me that I shouldn ' t, in 
dealing 1111 th South American countries, try t o •t th• 
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t o take some of this silver and share our burden? 

Well , yes, I would argue that you shouldn't, on 
several grounds . One is the magnitude . You 

wouldn' t get rid of a great deal of silver on this 

basis; it wouldn ' t make any essential difference in 

your own position, it seems to me. 

Then it comes down t o the question of future of 

monetary arrangements, monetary s t ability. I think 

that you would have a simpler system 1I you used 

gold and dollar s supplied against gold for stabili­

z4tion purposes . I think thet would meet with a 

better reception in the world, be better understood. 

The other raises the question of whether we are not 

r eally trying to move toward a bimetalli c system, 

which is in a great many minds, and the repercussions 

of that on Europe I don' t believe would be favorable . 

And the only thing we could say in justification of 

it is, •well, we ' ve got a law.• Now of course we have 

a l aw, and we have to recognize that. If you are in a 

position to induce the world to take a large amount of 

silver and help you carry t hat burden, t hat would be 

dif ferent , but I don't believe you are. You see, in 

t his example the amount of silver is comparatively 

small, and that would continue to be the case. 

If you apply this to other nations - I don' t think 

the Chinese case is a good analogy, because ot course 

they ' ve got a s i lver problem too. I 1.magine the 
Brazilians would simply r aise their eyebrows and say, 

•But we don' t want silver; we want to stabilize on 

the dollar and we want to use gold as a counterweight, 

same as you do ." 

Well, t hat ' s their privilege, and I'm not going to -

I can't force a~thing on them. 

I think there is more to be said , possi bly, for 

this silver ••••• 

Do you mind holding your 
for t his. Just hold it. 
and Riefler have to s ay. 

fire, because I know you•re 
I'd like to hear what Viner 
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Well, I ' d say that i t is all right to ask t hem if 

they would be interested in i t, because they mi ght 

conceivably regard silver a t 45 cents as good a buy 

as gold a t $J5 an ounce, for reserve purposes . 

But I don't see how you could make i t a condition. 

I n the first place, the Silver Purchase Act is a 

buying oct and not a selling act . I n the second 

place, i f you ask them to i ntroduce s ilver in some 

role into their currency system which i t hasn' t got 

now, you're making a ma jor request of them as a con­

dition to a very minor concession to them, if it i s 

a concession at all . 

\'/ell , J ake • ••• 

Then third, I'd say if you a sk them - they can turn 

it down - I'd say ask them in a very cautious way, 

so it isn1 t a formal r equest , so they don't get it in 

writing, and so i t isn't a part of the publicity . 

Now wait a minute; I wish you for a minute would take 

a broader aspect. Jus t let•s - I got time - I mean 

don't let ' s- this particular thing . Am I - I mean 

I 1ve been terribly careful and very proud of what I 

have done up to now, with t he help of everybody, and 

is this - am I cont inuing to make a s tep forward where 

I don ' t have to make a step backward? I mean i s th1s 

something I should do looking one, two, three years 

ahead? I mean what I - the conception that I have -

I haven't got an awful lot, but the concepti on I have 

i s that this might be something for North a nd South 

Ameri ca and ~bins as a dollar bloc area, as opposed, 

possibly, t o the r est of the world, leaving Russi a 

out. 

I think you' ll make it harder t o a ttain if you intro­

duce the silver compli cation. 

Make what harder? 

To obt ain anything like a dollar bloc, because each 

time one of the eountries is approached it i s conditions 

t hat we a ttach r a ther than something they s eek; and I 

don't see t hat you can get any iaportant advantage in 

it, because, as Willi ams sai d , I don ' t think there ia 
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any prospect of get t ing them to take up a substan­
tial lllllount of silver, so that it doesn ' t reduce 
our load. And I'd Just simply say that the silver 
you have is a price paid for something or other, and 
th.a t ••• • 

Well, you ' re not quite - I mean let ' s Just say that 
Brazil would accept it - I mean that they want this 
thing so badly that they will do anything we ask . 
Just let ' s say - I mean it means so much to them they 
say they'll accept it. Now, that pretty well adver­
tises - that ' s a s ignal to the 6orld that we really 
mean that we want bimetallism, and do we want that? 

Hell , I think that raises a very large issue, but r ather 
unnecessarily; I think t hat is my principal obJection. 
I don't know bow bimetall ism would work, but the larger 
immediate question is whether you get enough acceptance 
for it in the world at large, Nhetber it would be a 
step forward in your program toward monetary stability, 
or whether it would be raising an addit ional obstacle 
that we 'd have tog et over in getting other nations to 
see it that way; that ' s the thought. 

Then, when you gob eyond that, tbe old argument for 
bimetallism was that there wasn' t enough of the one 
metal. ~!ell, that ian 1 t like so true now, when the 
world is faced with a superabundance of gold. It 18 
the problem of dl.stribution now . 

This would intensify the excess monetary metal problem 
of tlle world; but i n any case I ' d say tha t is a very 
big problem. The world would sbow no entllusiasm for 
it now - less than ever; nobody ' s interested 1n it 
any more . There was China; there was a silver remnant; 
that is destroyed. 

There was a silver what? 

A remnant of silver-using countries; that ' s all over. 

I think that from the diplomatic or public opinion 
side, whichever it is, tbere is a great deal of 
support for what we are trying to do tbrougb the 
medium of gold - work out some sort of scheme that 
will be more or less stable. I think outside - uow, 
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I was in South America in ' 34; our silver progra., 

frankly , was not well-regarded down there. I hap­

pened to be down there Just at that time and they 

were r aising all sorts of questions about it. Now, 

! think there is a general approval of what we are . 

doing w1 tb gold and through gold, and a desire on 

their part to tie up. Now, I'm afr aid that the men­

tion of silver might give it all a setback , because 

I think their reasoning would be, "Well, the United 

States is in a rather embarrassing position by rea son 

of the Silver Purchase Act, and obviously they are 

trying to g e t us to carry the loo.d to ne lp." Now, 

t he amount that they could help would be so slight 

that I don' t believe it i s worth risking that unfav­

orable opinion . 

What Viner said, I think, is the meat of t he cocoanut, 

and that is this. As he put it, my problem right now 

is we 1ve got too much gold and we ' re trying - I mean in 

t he back of the head - I t alk in f ront as though -

reduction of gold production and that sort of thing. 

Now, say •. e want to add an additional monetary metal 

to the s tocks we already got . 

Yes. 

There is this added point - and if the world were 

really to move toward bimetallism, t ha t would mean a 

higher value for the silver than it now bas in t erms 

of gold, so it wouldn't be merely the new production, 

but you ' d get some value - more value in th.e world 

s tock of monet ary met als than you have now, and that 

certainly is •••. 

I should think it would make your excess reserves 

problem greater in time - l arge supplies of both 

metals. 

I think there is even a further possible difficulty 

there, Mr. Secretary. I am wondering whether it ' s 

even been considered wha t the effect on this problem 

and the London silver agreement may be. True, that 

expires in December, but a t the moment it is still 

in existence. 

Well, we've sold foreign excess. 

We ' ve bought foreign excess . 
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"e 1 ve bought so much more than that. 

Theoretically, the indication i s tha t we don't 

sell any no lD8 tter how much we buy. Some bridges 

there that we haven't crossed yet . 

Wr . ¥orgenthau, approaching it from another angle -

I think I agree pretty much with some of these things 

that have been said - but on the other hand, we have 

the Silver Purchase Act, and there have been certain 

pl ans drawn up for these South American countries for 

a gold-si lver bloc. Now, if something comes up -

Brazil i s the first country that ' s approached us on 

it; if we make no mention of silver to Brazil, Idon•t 

know how you're going to expl ain letting t ha t drop tha t 

way . I thi.nk it should be at least mentioned, so that 

we ge t their reaction . I think if we got their reac­

tion on record it might be all right. 

After all, you know, on this silver program we bad 

other things about China; we had to test things out 

to prove things . Now, I think t ha t you do not make 

this a condition when you issue them Gn inVita tion to 

take some silver and get their reaction. You have a 

r ecord tnen to guide you, and, you might say, a s a 

defens e for any attack you might have. 

That ' s true; still a question • • •• 

Heise an issue with them in an informal way. 

Not as a condition. What you want is their reaction -

wha t do they think about it? 

On t he contract it simply could read gold or silver . 

Wouldn't want to go as far as that. I simply want 

i n · t he conversation t og et their r eaction to some 

proposition. 

Let ' s give Riefler an opportunity . 

It s eems to me that these moves for stabili zation 

that you 11ave been ID8k1ng have been received by 

ever ybody as being not political and not Just from 

the American point of view, but from a very broad 
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world point of view. Now, if you bring the Si lver 

Act into this group, it will be taken a s something 

that is motivated not entirely by broad considerations, 

but by your personal difficulties in c arrying out 

the Silver Purchase Act, and i t will detract from the 

plan at which you have been working . And I personally 

don' t s ee anything to be gained by it, except the 

answer to Congress. I mean it ' s •• • • 

dell, I can t ell you that as f ar as Congress is 

concerned on silver, it ' s "sleepi.ng dogs. " I mean 

~ j ust couldn ' t get over the f act that Key Pittman 

didn' t call up after this Chinese•thing- "What do 

you mean by sel ling t hem gold?" I haven't had a 

word from them. 

He wouldn' t be apt to object to your buying silver . 

But from that agreement you couldn' t tell - you 

couldn' t tell but wha t I ~ght have sold them 20 

million dollars worth of gold and bought a million 

dollars worth of silver. 

You'd think he ' d want to know in any case . 

I was afr a i d to 
he 1d say, "No.• 
in ' 34. 

call him up to tell him, for fear 
Be certainly would "bave said •No• 

Since the first time I t alked, the way I feel - I ' ve 

never done anything in the monetary field ~ess I -

even one-tenth as important as this - without thinking 

it over and having lots and lots of time. I haven ' t 

thought this thing through and I just wond~r if I 

want t o do as important a move as · this without having 

time to think it over. And my brain is 1n no condi-

tion • .•.. 

You can't tell what the implications of this might 

turn out to be. One thought that we have discussed 

occasionally is, • Well, the Onited St a tes is still 

far from bimetallism. We have a fixed price for gold, 

but we buy silver a t market price. Shouldn' t there 

be a devaluation of silver to the same extent as 

gold, etc.?• But now, if you try to make arrangements 

wi th these nations wher eby you furnish them cert ai n 

proporti ons of gold a nd silver and create a supply 

of dollars against either gol d or silver, one mi ght 
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well raise that whole question of what our own 

metallic basis is, a.nd whether there wouldn' t need 

in the course of time to be some change. Now, I 

don ' t know about t hat, but why raise it at this 

time, when you are going along with a program that 

everybody accepts as being in the interest of the 

world at large? 

You•ve been very good, Barry . 

Well , I feel this way about silver. Not only do 

we have a Silver Purchase Act , but we have two 

billion ounces of silver. Two billion ounces 

of silver, r ather than the Silver Purchase Act , 

plus the tact tha t recent developments have altered 

=Y position on silver, either from the point of view 

of other countries or this country . Whereas at one 

time silver didn ' t look so good, now, compared with 

gold, it is not a bad investment at all at this 

price, so that I don' t think we would be putting one 

over on Brazil if we should sell her some. But let' s 

get that out of the way; I don1 t think we are doing 

something necessarily bed for her . 

Secondly, I do have in mind possibly that we don ' t 

went to do anything now which would congeal. a pattern 

which we are not yet ready to definitely decide upon. 

In other words, I have in mind the possibility - very 

definitely one of the considerations - of moving 

toward, or at least of considering moving toward, 

international bimetallism, at a ratio however which 

wouldn't raise all the difficulties which have been 

advanced in the past. I don' t think we have settled 

that issue yet; I know we haven ' t. I mean it hasn ' t 

received the a ttention or the consideration , as the 

Secretary has indicated, that that important problem 

merits . But it is for that reason that I don't want 

us to proceed in such a way as to make it more difficult 

if we should wish to do something lster, rather than 

easier . 

Now, there is China - has s11 ver; Cuba is going to 

have silver; Kexico would be for silver ; Chile, Peru 

would be tor s i lver; Canada would be tor s ilver; the 

United States would be for silver . If we can get 

a few of these smaller countries who do not have an 
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intimate interest in silver - like Brazil, probably 

a couple of the others - get them to purchase a 

little silver, so that they have it in there, the 

transitional period becomes easier. 

And I don 1 t think the Secretary had in m.ind to make it 

a condition; didn't have it in mind . In fact , we 

studied the question as to what inducement was there 

for them to accede~ we couldn' t find them on the besis 

of what they a sked; there may be some other inducements 

in other directi ons that we don't know. But a request 

that they purchsse silver so that they have a similar 

proportion such es we have, I think, could be legiti-

mately made . If they d i d take it, I don' t see a~ of 

the repercussions on international action that you 

spea.k of. It would merely be tha t they have decided 

to include silver in their - in their monetery reserves; 

it ' s a small amount. knd they ' ve got two million ounces; 

it would be about triple the amount of silver •• •.• 

Have they some silver there? 

In their coins, not monetery stock. 

It would allow them to take silver as monetary stock. 

Harry, look. Let me just say - I haven ' t done a single 

thing here that I look back and can' t say that I 1ve 

given t his thing careful thought . This doesn ' t close 

a~thing. But, on the other hand, this thing bas to 

be published, end anything that we do now here - I 

mean every country in t he world is watching it, end 

they put all kinds of innuendoes and meanings, and 

this and that and the other thing, and this would be 

a definite signal to the world that we ' re going in 

that direction. I don ' t know whether I want to go 1n 

that direction; I may. Now, not having made up ~ 

mind and not having decided that that i s tbe thing 

which is best for the United States and tor the 

position and influence which we bear •.• 

And the Silver Purchase Act, as far as I'm concerned 

right now, no one bothers about the thing; no one 

calls me up; nobody kicks Just as long as I pay the 

78 cents •••. • I think the thing to do, as a matter 

of giving this thing 24, 48 bours1 consi deration, and 

that ' s - I couldn' t take up the questi on ot bimetalli sm 

and its influence on the world. As you gentlemen !mow, 
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we ' ve got to - I Mean we•ve got this whole thing •• • • 

(Feis comes in) 

Hello, Herbert. 

Good morning. 

Sit down. 

So my inclination is to pos tpone tha t thing a t this 

time, because I haven't digested it . • 

Now let's look at the other thing. 

We ' re t alking about whether we should incl ude in tills 

t hing silver . 

In Brazil? 

Yes. And I •ve Just come t o t he concl us ion that I 

ha ven't had time to study it, you see . Saved you a 

lot of - I mean you would have had a good time tor 

the l ast 40 minutes i£ you'd been here. 

Not if it was about silver •• 

Yes , you wouldf because I 1m Just going to postpone it. 

Anybody think make a mistake by postponing it? 

Certa inly not a serious one. But I think a request 

might well be made, because - you say you ' re postponing 

it; you ' re not postponing it if you ' re proceeding on 

a pattern. It isn't a question of pos tponing it; 

you' re adopting a pa ttern. 

No, I haven' t got a pattern yet, a s far as that goes; 

I haven • t had a chance to think this thing throuch. 

Well then, why commit - aren1 t you collllDitttng yourself 

in one direction a s well as the other? 

No . 

!fay I ask, Kr. Secretary, you meant you ' re e.xplaining 

the whole formulation of your proposals? 
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We ' re talking about whether - should the agreement 
include 50 million dollars worth of silver - I mean 
50 million dollars worth or gold, or should it read 
4J million of gold and 7 million of silver, see? 

Yr . Secretary, may I •• • •••• 

The reason I ask - you possibly have this information -
their plan was to take a plane tonight and go down to 
Dallas, Texas, and return - I think it' s Friday. 
They ' re Just going down there for one day. So I 
thought you might want to know that . 

No, Of course, this whole thing - I mean it ' s the 
most unsatisfactory thing I've ever had, and I'll 
never again be put in this position, because - I 
mean I absolutely have not had time to think on this 
thing , When this thing next time comes up, I •m going 
to take it up in writing with Mr . Hull; ridiculously 
unfair to Brazil and unfair to the United States 
Treasury - I mean the way this thing has been handled -
and I'm not going to be put in this · position again. 

For your information, they have Just made that plan; 
there was no way of knowing. They probably would change 
it if you want them to change it. 

Well, I•m ready today. I don't know when that plane 
leaves, but they better cut that Dallas trip out if 
they want to settle this; they better work with me 
today and tomorrow. 

Well, I think •••• 

The hell With this 
business with me. 
see, a fan dance? 

Dallas trip if they want to do 
*bat they going to go down there to 

Xes, a Panama fan dance. 

Is that what it is? 

Xes, Panama Day down there. 

Let Aranha go down there. 

But I- I ' m a lmost sure • ••• 
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You might do this today on the lines that have been 
outlined. 

May I raise just one more question? When Cuba 
wished to buy silver from us, whic~ she did, and 
borrowed to purchase it, I don' t think we felt 
or aeybody felt at the tilDe that we were intro­
ducing all t hese larger problems, and it appears 
to me that it could be properly done so that you 
wouldn' t be introducing them now. 

I think there is a difference. Cuba wanted to buy 
silver . 

The assumption is that Brazil will wish to. 

There ' s a difference; we ' re going to ask her. 

I say if Brazil wants to buy some, I don ' t object. 

If they come up here and say, "We want some silver . " 

I say merely that t he Secretary might suggest it 
not as a condition, but as a • ••• 

Now look, I can1 t here as Secretary of the Treasury 
of the United States Government say, "Do you want 
to buy some silver?" 

Would you put it that way? Merely say that they 
might consider that possibility. 

Have to make up your mind . 

Cross a big bridge. 

I don't want to make up~ mind . I don' t want to 
make it up. I don't want to close it up. I don' t 
want to operate . I can' t do as important a thing 
as this in 48 hours; I just can't do it. Now here ' s 
the State Department laying more str ess on this than 
anything else that we have bad anything to do with 
with them. They say this is - they've never laid as 
much stress on aeything as they have on this. 

rlave ~ey told us why? 
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Yes, they ' ve told me why . And I - I' d have to post­
pone it and sit down and argue end discuss this thing . 
Now, you raise Cuba; we didn' t insist that Cube take 
gold either. I think we better - after ell, I told 
Aranha thc.t if they oared to come up here and dis­
cuss this thing, we'd discuss it. I don ' t want to 
lfl'i te their ticket for them. If they want an agree­
ment on gold, fine, we' ll give them an agreement on 
gold . 

And whet we 're t alking about now is this, Herbert -
along these lines - t hat if we enter an agreement with 
them for 12 months, at t he end of 11 months - we ' ll 
work it out something like that - that we ' ll discuss 
again another agreement for another 12 months, which 
gives it the appearance of a two-year agreement , see? 
I don't went - and we agree to sell them up to 50 
million dollars worth of gold a ny time during that 
12 months a t the then - at the legal price of that 
dey, see? But I can't agree to sell gold a t -we ' re 
on a 24-hour basis on the price - and wha tever the 
legal price of gold is tha t date, see? 

There's another question, Mr. Secretary . 

Kay I •• .. 

Go ahead, Herbert. 

The only t hought I get is tha t to get the full psy­
chological effect for which they ere striving, just 
to set a maximum for their own eoonoi!IY to strive for 
and to carry through in their own internal politici 
and affairs, I think if they could get something that 
covered, s ay , three years r a ther than two years, it 
would be worth more to them. They want a long-run 
program to put before their country. 

Is i t all rfght for us to say - we ' ll put it this 
way - I don t want to be bound - put it this way, 
try to work it out so i t looks pretty: a 12 months' 
agreement rlth the under standing that at the end of 
the first 11 months "''' discuss extension for another 
12 months, and at the end of 23 months we again di s-
cuss it. 

You could work that out. 
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'iley not say a three-year agreement? What is it 
you're giving them if you say the legal price of gold? 

Jake, I don' t knowl Neither do you. 

I'd say there's nothing in sight. 

O.K. , I could have talked a month ago to you and 
you would have bet me 50 to 1 that there was nothing 
in sight which would turn this gold flow around . You 
don' t know - I mean it may sound perfectly ridiculous -
we may be short of gold three years from now. 

Even if you're short, you 1d still be willing to sell it 
a t the legal price . · 

I don't know. I mean you can't •• , anything that turns 
as fast as this • •• •• 

In two years they may have used 28 million; it would 
leave 22 million. It looks small, you see. It looks 
small . You're protecting yourself otherwise; you1 ve 
got safeguarding clauses, etc . And I still don't know 
what - it still is a puzzle to me, what are they getting 
out of this? 

They are just getting one thing, window dressing for 
them a t home, that they ' ve got a monetary agreement 
with the Onited States Government . Is tha t right? 

Wey not give it to them? If you have hedges and so 
on, 11 months' agreement - agreement to buy an over­
valued commodity a t its regular price, I don' t see •• • • 

All right, if you want it, 1 111 do it that way, or 
give them a three-year agreement which can be broken 
on JO-days 1 notice. 

That would be much better . 

Give them more freedom. 

Three years' agreement subject to JO days' notice. 
All right, I •m willing to do it that way - a three­
year agreement subject to JO days ' notice. 
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You dress up your 30 days in the form or a provision 
for mutual consultation in case any question should 
arise - there would be mutual consulta tion; if by 

Means of such mutual consultation the matter was not 
the subJect of agreement, then either party is free -
or something of t hat sort. 

Can' t do that. 

No? 

I 1m just saying it doesn ' t seem to me that will give 
you the thing you ' re looking for. · 

We give them t heir choice of extending this each year 
up to three years, or three years subJect to cancella­
tion by ei ther side on 30 days ' noti ce - whichever 
they like. 

I think you probably thought my phraseology was im­
pairing its legal form. I didn ' t mean to. If you 
study some of our agreements, you will find we have 
framed them without impuiring the legal form, and 
yet it doesn ' t make it an abrupt terminati on clause. 

So there shan ' t be termination without previous notifi­
cation - I suppose that ' s the one thing that shuts out -
you have to tell them beforehand, you see? 

Am I right that they want this, that they feel that it 
is useful to them to have some kind of a monetary 
agreement with the United States, and that ' s what you 
want? 

(Nods yes) 

Hub? 

A.nd whil e -tbat ' s the one obJect, and the other 
one - while in one sense window dr essing is a cor rect 
characterizat ion, in another sense i t wi ll be f or them 
more than window dressing; i t wi ll become a coamita ent 
on which they can move affai rs within their own country; 
t h8y will keep presenting it as a commitment to their 
own people. 

(Miss Reynolds comes in wit h 
press dispatches) 
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Help them with their budget and help them with any 
trade control they think is necessary . 

Uay I have Just a minute please. 

hrchie, take a minute; go outside and get the last 
on foreign e xchange, wil l you please . 

231 

Will i ams : May I raise one more question about the Brazilian 
matter? It is a question that Opper will want t o 
raise; I ' m not i nterested primari ly in tha t as pect. 
That i s t he question of the t erms on which they get 
their gold and the time of delivery . They said some­
t hing the other day that I didn ' t understand about 
when they would get the gold . It is t rue t ha t they 
don ' t expect to be able to count the gold as reserves 
until they pay for i t, but the questi on is whether 
t hey a re expecting in advance to get the gold now and 
pay for it through the year , tha t sort of thing. I 
think that ought to be covered with tbel!l very care­
fully, because two or three times Ar anha sai d something 

· about the terms on which they ' d get t he gold, the time 
period, the payment, things like that. Now, he 
probably doesn't l!lean a thing by that. What he is 
really r eferring t o is t ha t he wants to be able to 
buy the gold in annual installments . It ought to be 
covered . 

H.M .Jr: \fey don' t I ask Sousa Cost s to review for me Just 
where we stand now? 

Viner : On the delivery? 

H.M. Jr : No, ov- this whole question. Would he mi nd that ? I 
haven t sat in on these conferences, and after all 
where 'does he consider we are now? · 

Feis: That i s no t an easy question t o ask him, because of, 
first, his language handicap. Secondly, he will say 
that your s t aff asked him a list of questi ons that 
he tried to give adequate answers to, and be believes 
be has ; and the little I s aw of t he memorandum, it 
was an excepti onally adequate one, l acking in 
al!lbiguity all along the line; I mean it was clear . 
And on the basis of that he is waiting to see the 
United States : Treasury . 
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Well, Herbert, be hasn't specifically asked for 
what be wants, and I thi.nk it would be quite i .n 
or der. 

232 

Well, you can' t put a Mi nister of Finance in a 
positi on of coming to you with his bat in his band. 

\lib¥ is tlla t a si.IIIUe? Be states wbat it is tbat be 
wishes. Be basn 1t specified. How does tbat ••• 

Well, he has speci fied sufficiently clearly in cer­
t ain meetings. When we have said a hundred millions, 
be sai d , "No, too much, too much." 

Did he? 

Ob yes . 

I'm Just •••• 

Wbicb meet i ng was far more satisfactory than the first 
one . And while I agree with you, John, t hat you want 
to get rid of all that ambiguity, I didn't find a 
single trace of ambiguity.. . Haven' t you seen the 
memorandlllll? 

No . 

No. 

(Secretary leaves r oom) 

No, we haven't. 

Don't exaggerate t he specificness of the memorandum. 

I must say I have the opposite impr essi on or the 
Secretary of the Treasury, because I think the 
Aaerican Tr easury is behaVing badly. I think it1a 
fuzzling ar ound, it' s r a ising shadows a nd shapes, 
itt 11 not colling to grips with the issues; it is 
obtuse i n taking in what is being told to it; that 
particularly it is being obtuse •••• 

I s till don't know what it i s they're askiDC or ua. 
It i s difficult to ascertain their purposes. 
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It would be i£ you haven' t read the original memoran­
dum; it would be if you haven' t sat 1n at the 
critical discussions. if you haven't read their sub­
sequent memorandum; it is difficult t o. unless you' re 
good at crystal-gazing. It is difficult to know. but 
it 1s your duty to lcnow. 

I asked Williams. nls there anything other than we 
worked out before?" Be said • "No." 

The only question now. Herbert, is this. Should we 
say • "We understand in g enerel whet you want. We 
have discussed this, we have reed your memorandum; 
it is excellent. Now would you make a suggestion to 
us as to just now much gold you want and over what 
period of time?" You see' 

What ' s wrong with that? 

Tha t ' s different than the other thing, reviewing 
the whole question. 

Then we get right down to an agreement. 

You don't enhance your authority . These fellows would 
actually - they' ve heard of you fellows . they think you 
know somethlng, and they are actually thinking that 
maybe you can guide them . 

Do you think we better advise them now much gold they 
ought to take? 

I think it' s a better way, yes. Why do they give 
you all the figures of circulation and all that, ••• 

We asked for it • 

••• except as an indication of how much gold they 
should strive to add to their present foreign holdings . 

(Secretary returns) 

Kr . Secretary , I want to repeat in your presence the 
fact that I. despite the State Department' s role in 
this matter - 1 don' t believe tbat the Treasury staff 
has rea l ly yet lived with this problem to the extent 
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t hey might have during the past week. They haven' t 
studied the memorandum, they nave left the vital 
discussions ; they haven1t discussed with Mr. Williams, 
who was at the meeting, the real course of the discus­
sions . 

Why don't you ask some question and see whether we 
could answer? Apparently you have s t udied it . 

Before you came in this morning - we started an 
hour before you c ame in. 

Di d you~ One could never tell it, if White can 
say , "What a re specific t erms?• 

I say, specifically what are the things they want? 

That ' s one of the things they ' ll want to discuss . 

Li sten, you ~ow what I ' m doing? If they will stay , 
I'll work with them for the next 48 hours per sonally. 

I•ll - I •m sure t hey'll s tay . This other plan was 
made on the supposition ••••• 

the only thing I • ve got now - I mean I'm ready to 
work on this thing today and tomorrow and clean this 
thing up. 

Well, I •m sure they 'll stay . 

And I'll work tonight if this bird will work tonight . 
Has he got something tonight? 

\ 

I •m sure be 's got nothing that will stand in the way 
of continuing these discussions . This is now the 
only thing t hat is keeping them in this country. 

The one sentence that is interesting here i s tbe 
very first phrase - •It i s an American suggestion 
desirable •••.• • 

Say that again. 

The very tirst phrase is that it is an American 
s uggestion. 
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Well now, let me again - I think this is probably 
the fourth time - maybe it will again have to be 
explained the fifth time. 

You' re dealing with pretty stupid people . 

Yes, you are being so obtuse that I think it is 
being persistently obtuse . This thing ori ginated 
in conversation between President Roosevelt and 
President Vegas . 

We know that . 

235 

In which by common agreement - President Roosevelt 
said to President Vegas , •we think means can be 
arranged by which certain of this gold can be made 
available to you.• That ma.kes it an American sug­
gesti on . 

I have not f ound that Sousa Cost a , in any r emark 
that be has made in the cpurse of three weeks ' 
negotiations, bas t wi sted a statement by one-tenth 
of an inch. 

Nobody imputed that he has . But the point I'm 
getting at .. .... 

Then why, again, is it •••• 

The statement be bas her e t hat bears most on the 
quantities involved is hi s question of proportions, 
of about approximately wha t be would want on pr o­
portions. Now, if you raise the question as to what 
we think he would want, it ' s a very different thing 
from whe t he might ask for . He has an opinion as to 
how much gold be would like to buy; be a l ready 
expressed that . I think what he ' d like to buy, 
commit himself to, i s too small a pr oporti on for 
his national economy, but ybat question hasn ' t 
arisen yet because be hasn t specified exactly what · 
be would like to buy, nor has he a sked us, •Bow much 
do you think we ought to buy?• 

Barry, just a second, let me get 
the whole meat of the cocoanut . 
memorandum tha t if he buys, as I 
he wants to pay for what be buys 

this point; this is 
Is 1t in this 
understand it - that 
and leave that on 
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earmark here, and he doesn't want what we originally 
t hought, but he wants to b~ 50 million dollars and 
t hen give us a note for the f ull amount? 

As he has it, a fter he buys it, he can either leave 
it here on earmark or t ake it with him. 

'!he question I am r a ising is not all- important, but 
ought t o be covered as a matter or business : whether 
he expects t o get t he gold at t he time, you s ee . 

Khat t ime? 

J.t the t ime he pays for it, or somewhat in advance 
of that, you s ee . There was some r at her vague talk 
the other a fternoon •••. 

John, I agree tha t the thing should be cleared up, 
but I disagree that there was vague talk. 

Now list en, don ' t let ' s get - I t hink I 1 ve got enough 
or it - the balance of today and tomorrow we ' ll get 
t he thing down. And Feis, you know - you1 ve seen me 
now with a number or countries, and I 1 ve never yet 
had one country walk out of her e with hurt feel ings . 

Right. 

And this fellow won ' t go out of her e with hurt f eel­
ings. 

Now, f ortunately, we are in a position to - that 
we can concentrate on this, and when we get through 
with this we ' ll take up that Swiss memorandum tha t ' s 
been waiting so long. But we ' ll concentrate on this 
now; we've got Kung out of the way . 

Since I•ve t alked so much- I think what continues 
to disturb everyone with a technical mind i s the 
origi nal form in which this wa s placed, as a highly 
bafrling thing; t he f orm in which it emerged from 
the original di scussions had so littl e s ignifi cance 
that you keep looking for another, an underlying , 
signiricance; but I am convinced, on the basis of 
all the subsequent discussions, there is no under lying 
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signifi cance except the psychological t ha t they 
repeatedl y dwell on. 
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This gives the answer a s to how much gold they want . 
It has to be figured out from the other data, but 
they are telling you very precisely what they want, 
as the aim toward which they •••• 

How much gold? 

You' d have to figure it out. 

Hasn' t somebody figured it out? 

Well, it ' s JO percent; it would be as of _____ , or 
depends on what the l a test figures are. 

(Sousa Costa and Ur . Carneira, 
his inter preter, arrive) 

(Balance of transcript written 
up separately) 
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H.M.Jr: Rallo, 

Rep . Robert 
Ooughto.n: Hello, lfr. Secretary. 

H.lf.Jr : Good morning . 

0 : How are you? 

H.lf.Jr: I•• fine . 

Jill)< 1.4, 19.37 . 
9:22 a.!l. 

0 : That's good. Too bad about our friend 
Robinson- wasn't it. 

H.M. Jr : Oh, I am terribly upset about it. 

D: Oh, it's terrible. 

H. lf. Jr: Terrible , 

1) : Old man •11ork' s" dead. 

li . lf . Jr: Well, it's -

0: A terrific strain so long, you know. 

H.lf.Jr : Xes, 

0: I reckon that•s the way we•ll go one of these 
days. 

H.lf .Jr : Well, it seems that -

0 : What I wanted - what I ca11ed you about 
Mr. Secretary was this. 

H.lf.Jr: Xes . 

0 : You remember some time ago, you probably won't 
remember but I can refresh your mind. While I was down there about something else, I mentioned 
to you about three investigators who bad been -
·who bad temporary appointments for quite a 
while. 

H.lf.Jr: Yes. 
D: Mr. Beruhire bad been taldng care of them, but 

ther ser•ed notice that they cou1dJl't be gneo 
all)' more temporary appo1Dt•ents. 
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Yea . 

And you took the matter tor consideration, to 
see it there was any W&7 in the world we could 
get them put on the permanent role, get the 
Civil Service Commission to quality them. 

Yea. 

They've been in now about three or tour years, 
and they're men of highest efficiency- turn 
them out and put in ne• men, who kno• nothing 
about it. No quality in it whatever. Looks 
pretty bad, and I Just wondered it you bad 
done - or thought anything could be done about 
it. 

Yea. Well, I went right through •ith it, but 
ae I understood it, if •e gave them another 
ninety days. 

Gave them another ninety days, that's right, 
•ith the understanding that I wouldn't ask t or 
that anymore. 

You've got a good memory. 

Ho•'s that. 

You ' ve got a good memory. 

Yes, I remember those things, when I promise 
anything I do it. 

Yea. 

And it they couldn't be put on the permanent 
role; why they .auld have to go. 

Well ot oouree , they can't. 

Ho•'s that. 

ot oouree, it's impossible to get them on the 
permanent role unleu they pass the exaal.natlon. 

Well isn't there any wa;r the Civil Service 
co..ieeion - where •en have demonstrated their 
etticienoy and their qualiticatione, they can 
be given a epeoial examlnation on the balil ot 
their qualitioation t or the work. 

Regraded Uclassified



H. ll.Jr: 

D: 

H.U.Jr: 

D: 

H. ta .Jr: 

D: 

H.l4.Jr: 

D: 

R.M.Jr: 

D: 

R.M. Jr: 

D: 

H.li . Jr: 

Un!ortun&tely, that isn't the way the law 
reads . I ' m With you on it.- But would it 
help you out any if we kept them on until 
Congress adJourns . 

Oh yes, it'd help me out, of oourse, Just as 
long as they be kept on, but I don't want to 
be running two years on special !avore. 
It's only been about a month now I reokon­
since their last appointment, was it. 

But supposing I agree to keep them on until 
Congrese adJourns, will that help you -
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Oh well of course, but I don't want to ask you 
to do that unleee it suits you. It "might 
embarrass you eomewhere elee, you know. I'm 
not aaklng anything - you ' ve alreadJ been ao 
nice you know. 

I 111 tell you what we'll do. We'll keep them 
on- I didn't eay until t hey passed the Court 
Bill, I simply said u.nt11 Congress adJourned. 

How' a that. 

We'll keep them on until Congress adJourns. 

And you thlnk there wouldn't be any way worked 
out why they oan' t be put on permanently? 

Gosh, I'• •• I'm not smart enough. 

We ought to change that law, oughtn't we? 

Well, that's up to you gentlemen -

Well , I know but now your experience and your 
reeoonsibil1ty in adminateriqg the law. Well 
youlve got men that are efficient and qualified 
and faithful in every way and diligent - and 
have demonstrated they can do the work, but 
what about putting some !allow Just according 
to standard theoretically examination, it don ' t 
look like good business to me . 

Of course it doesn't. 
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You wouldn ' t run your private buaineaa t hat 
way. 

I wouldn't - I oouldn' t etay in buaineea five 
minute a. 

No, you oouldn't or you wouldn' t. 

No. 

Well, we'll t alk about it some other time . 
But I ' ll appreciate lt -but - I don't want 
to - I don' t want to put you under any atra1n 
about 1t anyway . 

No . 

You 've been exceedingly nloe about lt anyway. 

No, there's nobody I'd rather dolt tor t han you. 

Well, t hank you so muoh. 

Thank you. 

Goodbye. 

Goodbye. 
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w.EETING 11ITB BRAZILIANS July 14, 1937 
10: 30 a.m. 

Present: 

H.M.Jr: 

Costa: 

H. M. Jr: 

Carneira: 

H. ?! .Jr: 

Carneira: 

Costa: 

B.M.Jr: 

Costa : 

B. l.t.Jr: 

Or . Sousa Costa 
Ambassador Aranha 
Wr. Carneira 
Mr. Lochhead 
ILr . Riefler 
Mr . White 
Mr . Williams 
Or . Viner 
Dr . Feis 
llr . Opper 

Now, what I'd like to do now, 1f it is agreeable to 
you, is to concentrate on this until we can come to 
a happy ending. 

Yes . 

I mean just to work on this steadily now . I' d li.ke 
to work with the Finance Minister on our mutual problem 
now until we finish it. I mean I'd like to go right 
through. 

(Explains to Costa) 

If we can' t finish it today - I understand from Dr. 
Feis - be thought that Or. Sousa Costa may go down 
to Texas, but if he could I ' d like to work today, 
this e vening if necessary, and tomorrow, and finish 
this . 

(Explains to Costa) 

All right . I think it would be best to wait until 
the Ambassador comes, because that i dea of Texas is 
from the Ambassador. 

Well , let the Ambassador go to Texas . 

Yes, that ' s better. 

You see - I want to tell Or . Sousa Costa we ' re so 
pleased with the answers which be1 s given us to our 
questions; we ' re very much pleased with the answers . 
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And if he will be a little pa tient with me, why, 
I feel that by working on this steadily for two 
days ... . . 

(Explains) 

• •• • we can come toe mutually agreeable under standing. 

(Explains) 

But t his i s t he first opportunity that I will beve t o 
give this pr oblem the time it deserves, you see. 

(!.xpleins) 

Dr . Kung has sailed and he ' s happy . So he ' s gone. 
Dr . Kung , the Chinese Minis ter - he ~ves today . 
But he came a little bit before Dr . Sousa Costa, I 
think, and so - but he ' s left now and he 1 s gone away 
happy, and I hope thet Dr. Sousa Costa will also go 
a way happy. 

I hope so . 

And I wanted him to know that the war between China 
a.nd Japan - I had nothing to do with it. 

(Hearty l aughter) 

I think that that started - the war started there 
fir st. 

I read in the newspapers t he notes published about 
the agr eement with China - between China and t he 
Unit ed Stat es. 

Well , that is really more or less of a continuoti on 
of an agr eement which we made with t hem over a year 
ago, you see . 

(Explains to Costa) 

Since 19.36 . 
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Kay . 

llay, ' 36 . And it 's worked out extremely well for 
both China and ourselves . I don't know whether it' s 
by accident, but since that agreement we have become 
China ' s best customer . We ' re the best customer s~e 
has . 

And China mus t be a great market. 

But we buw from her; I think we're her best customer. 

'Nell, what does the United St ates buw from China? 

Harry, what do we bUW trom China? 

You•ve got different things like tung oil, raw silk; 
then you 1ve got these ores. 

Some special metals, this tung oil - a lot of little 
things, -but they together amount to a great deal, to 
a great deal. It's a very nice business. And of 
course, they buy a lot from us - automobiles and 
automobile trucks, a lot of airplanes, railroad 
e~uipment, locomotives . 

(Ambassador Aranha comes in) 

Mr . Ambassador, wbat I suggested, if it is agreeable 
to you gentlemen, i s this. What I ' d like to do - I 
told the ~nister that we feel that the questions we 
have asked him - that we bave received most sati sfac­
tory answers. What I 1d like to do, if it is agreeable 
to you gentlemen, is to concentrate on this for the 
next two days and do nothi~ else, so tnat we could 
come to some satisfactory arrangement. Now, I 1a tree, 
with tne exception of a lunch appointment, Just to 
work right straight through on this, work tonight if 
necessary . I mean I want to do it myself and Just 
concentrate on this for the next two or three daya, 
which i s certainly - I think in two days we might 
come to an agreement . But I 'd like to, if you gen­
tlemen agree, Just concentrate on this . It so bappena 
that at lunch today I have the Finance Minister or Kew 
Zealand, but that's Just something - I' ll put all other 
business asi de and I'll Just concentrate on thla, it 
that is agreeable to you gentlemen, see? 

Regraded Uclassified



Aranha: 

.11 r anha : 

H.M.Jr: 

Aranha : 

H.M. Jr : 

a. LI .Jr : 

Aranha : 

H.!J. Jr : 

Aranha : 

Aranha: 

H.M.Jr: 

Aranha: 

245 

-4-

We're entirely at your disposal; we ' ll fulfill the 
pr ogram you set . 

All right, I want to - you s ee, not having sat in 
on all of these - not having had a chance to, as 
they say in school, do my homework, 1f you woul d 
take a little pity on me and could - either you or 
the Minister - maybe review just where are we now, 
it would help me, be a kindness to me. Just where 
a re we at this moment, you s ee - if you could • ••• 

You mean if - I can tell you this . We had this 
last meeting with tbe technicians and we gave all 
details and all these answers, and t hey promised to 
study this memorandum t llll t lfe gave, and we left them 
with the hope t hat today we could settle something . 
That's all we •••• • 

Well, t hey've got the answers, but • • ••• • 

Yes . 

••. but it ' s more than that. I mean are we r eady to 
put down on a piece of paper •••• 

••• what your ideas are. 

liutua1 .... 

llutual •• 

••• mutual ideas. uestion of sale of gold- that's 
what it amounts t o, i sn' t it? 

Yes. 

And under what ter ms and conditions? Aren ' t we up 
to that point? 

Yes, we are at just that point. 

Now, if I _ as I understand it, first, the question 
of over bow long a period bas not been discussed, 
has it? 

No T we just _ it' s an open question, the amount and 
the period. 
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Well, would you like to discuss t he amount first 
or the period first? Which would you ••• •• 
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Oh, I think one i s depending on the other; the one 
completes the other . 

Well, have you or the Minister got anything in mind 
a s to .the amount or the period? 

(Ambassador and Costa confer in 
Spanish) 

The Minister says that the interest of his govern­
ment is just to have the longest period that could 
be possi ble, and to reduce the amount but t o have 
the faculty to buy mor e i f that is in our i nterest. 

Well now, l e t me just raise up some period , to have 
something to d i scuss, you see. I want t o explain; 
you see, we have a pol icy her e that we are on what 
we ca ll a 24-hour basis, which means that if any 
country wants to sell gold to us, we reserve the right 
in all of these agreements, the tripartite agreement 
and all of them, tha t anybody can change on 24 hours• 
notice. I mean I j ust want to give that as a beck­
ground - because we are the only country in the world 
that has a fixed price for gold . 

Yes. 

Now, we don 't want anybody t o take advantage of us 
because we have t hat, and use us a s a springboard. 
i berefore, we have a l ways reserved the r ight to say 
that anything t hat we do is subject to cancellation 
on 24 hours' notice. 

(Ambassador and Costa confer) 

I just wanted to give you tha t . 

Yes, I am just explaining. 

Well what we ' d like to do - Or . Feis has given me 
some' of this background- there was this thought, 
that this would be helpful - now I'm just feel!Di 
DIY way tha t if we could say, first, as to the time, 
we ' ll ~y, two or three years - I don ' t know how long 
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you wa nt it - with the understanding that t his 
agreement could be broken off by ei ther country 
on 30 days ' notice . 

(Ambassador and Costa confer) 

After discussion. 
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'Nell, whatever the - however the lawyers would have 
to word it, I mean. 

Yes . 

I mean each country, after discussing the matter, could 
break off the agreement on JO days ' notice. 

Yes, that ' s correct. 

I mean I don' t know whether you ' d want it for one 
year, two years , or three years. I ' m Just throwing 
this out. I don' t expect you to say •Yes" or "No." 

Nell , we would have to • ••• 

Think about it. That we would say during that period 
we would agree to sell to you, as I understand it - do 
I understand you have menti oned the amount 50 mill i on 
dollars worth of gol d? 

I t's 60 million. 
60 mill..ion. • •• 60 million dollars worth of gold at 
whatever the legal price is in the United States on 
that particular day . 

Yes. (Explains t o Costa) 
That ' s correct . 
Now, that protects us so that we can say to anybody 
that we are not givi ng you a better agreement than 
we are to England or France, but we ' re giving you 
as good an agreement. As a matter of fact, we ' re 
giving you a little bit better agreement, because -
you' re getting something, I think, that is a little 
bit better than anybody e lse has, if you • • • • 

(Explain.s to Costa) 
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Now, as I understand, if , let' s s ay- during this 
period, let' s say, you buy one million dollars worth 
of gol d . As I understand it, you pay for that gold 
and will l eave it on e armark at t he Federal Reserve 
in New York, but the gold belongs to you and we can• t 
hold you to keeping it there forever , but the under­
s t anding is that you will try t o keep it there . 

Yes . 

But after a ll, it ' s your pr operty, so that i f you 
should during that period find it necessary to 
transfer it, of course, it being your property, you 
would have t hat right; but I understand that the i dea 
is that you are going to try to build up a gold fund 
in the United States . 

That ' s correct. 

And t hat i s why we ' re going into this agreement . 

(Confers with Costa) Yes, it is exactly that . 

Now, I don ' t know - now I'm on gr ound I don' t know, 
beca use I've been t old - has in t hi s discussion been 
raised t he q uestion of borrowing foreign exchange 
against gold they have purchased? 

There i s a statement there that if they wi shed to a t 
some time - i f t hey need dollar exchange for certai n 
brief periods, they could borrow against gold left 
here as collateral, at inter est . 

That against the gold that you have bought and pai d 
for, if at any time you want to borrow against t hat 
a rrangements which we have Jus t made with the Chinese 
t his is for you in confi dence - are that if - again 
us i ng the figure of' a million dollars - if you have 
a million dollors worth of gold here, we would s t and 
ready at any time t o lend you agains t this mill i on 
dollars worth of gold a million dollars, a full 
million, for which we w:>uld charge you whatever the 
rediscount r ate of the Federa l Reserve is, plus a 
half of one per cent . The r ediscount rate now is 
one and a half per cent. We ' d charge you whatever the 
rediscount rate i s of t he Federal Reserve , plus one 
half a percent. So a t present it would come to one 
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and a half percent plus a half percent, or two 
percent . 

(Confers with Cost a) That ' s correct . 
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After t he agr eement with the Chinese , I am afraid 
of these cigarettes - that they could have opium. 

I told Dr. Sousa Costa that our agreement had 
nothing to do with t he Japanese-Chinese war. 

But I think 1t will have a.n effect on that. 

Well, I don' t think i t wi ll hurt Chin& . 

No. 

Gentlemen, have I covered everything? Willi ams, i s 
t hat ... . 

I think so, in general. There would follow t hen the 
question of bow much gold they are i nter est ed in. 

ae said 60 million. 

And over wha t per iod . 

Well , we have said that •.. • •• 

Is that 60 million definitive or tentative? 

Weli , this whole thing - without getting down to 
details, have I covered the subject as you under-
stand it? 

Yes . 

Yr . Secretary, if I may say, I think that phase of 
t he subject - I think also the question of central 
b ank stock, which perhaps is a separ at e sub ject ••.• • 

Will you hold that a minute? Now, wouldn' t it be the 
t hing, Wr . Ambassador, if I would sort of - see, what 
I ' m trying to do i s sort of feel my way 1n this. 
Before we get on what Dr . Feis says, have I covered 
all the points i n a gener al way that Dr . Sousa Costa 
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has in mind? 

(Confers with Costa) 
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I think so. I understand this delay (period) of one, 
two, or three days (years) is not an important point 
of the matter, because you could g ive it larger 
del ay, no? 

The Minister is saying that the period - when you 
asked these gentlemen, they talked about the per i od, 
and he was saying that the period we have to discuss, 
because that depends on the amount and the way in which 
you will buy, and that can be more or less; we will 
want just certain - more or less a period, an exact 
period, because during this period we will be compel l ed 
by ourselves to buy all this gold . 

No , no, not in this . 

But we will compel - we will compromi se ourselves 
for our i deas in Brazil, you know. 

Yes, but as I understand i t, Mr . Ambassador, what 
you are getting from us is the right to buy up to 
60 milli on, but you don't have to buy i t . 

But we'll have to for ourselves, our needs. You're 
right, but .. .. 

Three years is too short, 1n lilY opinion. 

Bow many? 

We can not do aeything in th.r ee years . 

Bow maey years would you thi nk? 

Well • • •• 

I don' t want .... 

Mr. Secr et ary, •• • .. 

Just 8 second, Herbert , please. Ir we have covered 
all the points, what 1 would suggest is t hat you people 
t ake 8 couple of hours to think this thing over. 
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Yes . 

We can then meet again at three o'clock, you see. 

And we will write that • ••• 

And we will have our people reduce what I have said 
into writing. Then we can meet again at three o ' clock 
and we could again ••••• 

Fix all deta ils. 

•••• talk it over. And then if we don't come to an 
agreement again, we will keep this evening open. 

·Have you any social engagements? · 

Our idea was to go t o Dallas tonight at ten o ' clock, 
but Re will not. 

Well , if you could it would be e favor to me. 

Yes. No, it ' s not a f avor; we ' re interested. 

It would be a fayor to me. 6 nd then if we are free -
let ' s say we don t - we see you again at three; then 
we can work again this evening and then tomorrow 
morning. And by withdrawing a couple hours, giving 
you a chance in between and givi.ng us a chance, why, 
I think that this is going to be very easy . I mean 
I'll keep tonight open if he has no date. 

We want to know 1.f you' re going to Hawaii or to 
Brazil; if you ' re going to Hawaii, we will go to 
Dallas. 

No, I tell you, I told III's . llorgenthau about your 
most kind offer end she wanted me to thank you and 
say that • •••• 

Tne next year . 

••• • but we will consider it very carefully next year, 
when we don' t take the children, Just when she and I 
might go, maybe in tbe wi nter time. But I'd like to 
very carefully think obout it, you see. 

And then if we could come back about three o' clock . 
And our people can put it - you get it - then we ' ll 

• 
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see how near we are together. 

You wi ll see me - I ' m in the vhancellory and I ' ll 
come back here about three o ' clock . 

You' ll be back here . 

We' ll have a draft • • •• • 

Have a definite solution just this afternoon. 

We' ll make a draft, but we'll have to leave the 
number of years blank and that sort or thing. 

Yes, that's what •••• 
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Don ' t you think it would be a good i dea i f we could 
talk a while informally now before you make your 
memor andum end we make ours? 

Well - yes, we ' ll go over to your r oom. 

Now, if you don ' t mind, I say no - i f you don•t mind. 
I dislike to lead these gentlemen, and I ' d like to 
be at all the meetings from now until tomorrow, and I 
can' t do it no·N myself. hnd so if you don' t mind 
I ' d rather let -we ' ll have something, and if we have 
it before three o ' clock I 111 send it up to the Embassy, 
and if not, in any event we 'll have it for you a t 
three o ' clock. But I ' d li.ke to meet With you gentlemen 
personally. 

(Brazilians leave) 

Do you gentlem\n want to sit down? 

I hope you don't think I was rude, Williems. 

I thought I had a suggest ion for slmplifying • ••• 

I thought it mi ght be best, i f you don't mind, because 
I don't s ee what el~e there i s, and if - Feis agrees 
with me we cover ed ever ything this mor ning except the 
central bank. I think the thing to do i s - where ' s 
Opper? Ob. 
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Feis: I have one point that I 1d like to raise among our­
selves about period and amount . If you set an 
amount and if you have your JO-day clause in i t, 
do you need a period? Is there aey question of 
policy i nvolved? These people plainly want to go 
back home; they want to set their own period before 
their people as part of their business of creating a 
central bank, They may, I think, probably go in for 
'five years or something of that sort. 

1¥1ll1ams: Yes, five years. 

Feis : That may be longer than you want to write - a five-
year agreement. 

H. :J.Jr: >lith a JO-day cancella tion, what do I care? 

Viner: Xhere won ' t be any difficulties. 

White: Do you want to r ai 'se any question with respect to 
amount, because I think the amount they suggest is 
too small even according to their own f~gures. 

H.!oi .Jr: Listen, Harry, if I say so myself I thought I was 
pretty good, seeing I hadn ' t read anything . Were you 
through, Herbert? 

Feis: Yes. 

l! .I.! .Jr: 

Viner: 

Riefler: 

Lochhead: 

H.M. Jr: 

Now, can you gentlemen - 296 i s where you fellows 
hold court - go back there and try to put down what we 
have said today and then ••• • • 

Have it by noon. 

Why not work out a tenta tive agreement? 

I wouldn't be ready a t noon. I ' ll be ready about 
2:JO. 

Mr. Yorgent hau, in connection wi t h the question of a 
possible loan on that, the thing - we ' d set it up 
on the same basis as a repurchase agreement . 

And if they bring up t he fact President Roosevelt 
sai d one-eighth of one percent, what the Preside.nt 
had 1n mind was the option to b\V', which he is will­
ing to charge them one-eight of one per cent. We ' re 
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not charging them anything; we're going him one 
better . 

In other words, t heir statement misunderstood the 
President . 
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He had the idea tha t for the right to buy 50 million 
he 1d charge them one-eighth of one percent. We ' re 
not going to charge them a.nything . 

If we - do you want us to put in five year s ? 

I'd make it X. 

X amount and X period. 

Right . 

Because t hey indicated as they were going t h.·ough the 
door that it was five years t hey're interested in. 

I 1d let them come back with that. Right, Herbert? 

Yes. 

Could you be back here about 2 : 30? 

Yes, sir. 

Now, I was Just - first of all, this would probably 
be tne Federal Reserve Banlt as our fiscal agent; on 
the other hand, we don1 t ltnow who they're going to 
work with on the other side; we'll have to leave that 
blank, because they ' re t alking about creating a cen­
tral bank but they haven ' t got one yet. 

May I answer that question? It is between the Treasury 
of Brazil and the Treasury of the United States -
through t hem or whoever they designate . Like the 
Belgian thing; make it like the Belgi an thing. 

That ' s a~l right; we Just wanted to get tha t set-up. 

Like the Belgian. 

Now, this legal price is the price less a quarter of 
one percent, or plus a quarter of one percent. 
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Tbat ' s the legal price . It i sn't the legal price 
plus; the legal price includes the plus or alnus. 

Opper bas the phrases all worked out for t bat. 

Wbich Opper agrees i s all rigbt. 

Snell we say definitely 2: 30? 

Tbat ' s all rigbt. Really Yery simple . 
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RE BRAZILIAN AGREEMENT July 14, 1937 
2: 45 p . m. 

Present: 

H.M,Jr: 

'Nhi te: 

H.M.Jr: 

\\'hite: 

Viner: 

White: 

H.M. Jr: 

White: 

H. :4.Jr: 

Opper: 

H.M. Jr: 

Opper: 

H. !.I,Jr: 

H.!,.Jr: 

llr, Lochhead 
!.lr. White 
Dr . Viner 
Kr . Rietler 
llr. WillilliiS 
Dr . Feis 
llr. Opper 

Where is the piece of paper? 

We ' ve got one that we made some last minute changes on. 

Good God, I 1d like once to have a piece of paper that -
they just want to change two word s , they say . 

This is the meat of it. 

None of them are ever any good until the last minute, 
1f then. 

This is the meat of it. 

Where's the gravy? 

It' s coming - being warmed up. 

What• a this? 

I understood this was the outline of the agreement. 

Did Oliphant talk, to you since I 've seen him in the 
last 15 minutes? 

Not the last 15 minutes. 

You better go out in K1eley 1s room and talk to him 
on the phone. 

(Opper goes out) 

Don't you think we ought to charge the Federal 
Reserve something for the publicity we give them 
and all the business we give them? I mean here we 
use the rediscount r ate and ••• 
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For occupying the time of their start. 

Huh? 
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We ought to charge them for giving their staff an 
occupation. 

Useful occupation. 

That ' s a thought - a thought in that . 

(Opper returns) 

Did you talk to him? 

Yes. 

(After r eading dr aft) O.K. with me. 

A suggestion. If you're going to show them a copy 
of this ••.• 

Yes . 

.•• you might consider this, tha t last phra se after 
the comma in Number One - "the gold will become the 
property of Brazil upon sale . " I might raise a 
slight smile • •• • 

It' s unnecessary? 

Yes, unnecessary - and it might provoke thought . 

Of course the agreement will have to say that. 

The agreement will say a lot of thi.ngs by the time 
llr . Opper gets through. 

"Undertake to sell it to Brazil." You sell it to 
Brazil, it becomes Brazil's property. 

I think you•re right. 

That ' s right; that could go off, I think. 

Unless you want to say •the dollars to become the 
pr operty of the United States aDd the gold to become 
the property of the Brazilians.• 
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He's 1n a better humor this afternoon. I felt 
sorry the way he went after you this morning for not 
having done any homework. 

He wa s trying to get back at that lecture we gave 
him last week at ca tching us cold t his way, not even • •• • 

He had to wai t a week t o think up a good answer. 

I t wasn' t a good one. 

I t•s all right. 

Trouble is, t hey never should expect a professor to 
do homework. 

Now, Number One begins by saying •The United St at es 
undertakes to sell gold to Bra zil n maximum amount 
of $ over a maximum period of 
years . n Then when you g et to Three, yo""u-s:-a:-:-y:-:"-=:Tbis 
agr eement is to continue for years. n \'/ell, 
that 's the identical period, i sn' t it, as in Number 
One, and I should think you could cut Three down to 
"This agreement is subject to termination by either 
party on 30 days ' notice.• 

This takes some of tha t i n - 30 days. 

Not only that; if you went to take it out of any 
place, you want t o t ake it out of Number One. Number 
Two ba s no sucn provision in it. 

Eliminate it from Number One, I should t hink. 

"bY couldn' t you say this - "United States undertakes 
to sell gold to Bra zil maximum amount of t·~~~~ 
over a period of X years subject to termination by 
either party on 30 days ' notice.• 

Don't you want t he some termination under Two, Mr . 
Secretary? 

There ' s a little diff erence, though, about Two. 
~hey might set it up in One for a period of years 
and plan to use i t for a longer period. 

I •• surprised you put the word agr eement in there. 

I wondered about t ha t . • 
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I think it is clearly an agr eement, llr. Secr etary. 

Is it? 

Is this nll right? 

In substance, yes. 

I would rather see the r eference to the years left 

out of Three myself- •subject to termination • •••• • 

It is defined in One. And I doubt if you want to 

define it in Two at t his time . 

If it 1s subject to cancellation in 30 days ••• • 

Well, are you - i s somebody watching those? 

I 1m watching thelll . 

"This agreement is .••••. • 

" •••• subject to termination •••. n 

" · • • subject to termination • ••• " - •of any part•,? -

can't s ay that . "This agreement is subject to 

termination •••• • 

It you say what i s meant by that phrase - "in whole 

or 1n part." But I don' t think I 1d •••• 

No . 

•This agreement is subject to termination by either 

party on 30 days ' notice." 

(Handing revised draft t o lliss Chauncey) Bring in 

three or four copies please, lliss Chauncey. 

I don ' t think it' s very good English the way it is. 

"This agreement is subject to termination by either 

party . .... " 

I •a going to tell them this is very rough and you 

fellows had a very bum lunch . . 

And we were translating trom Portuguese . 

Of course, this is just the outline of the agreement. 

It doesn't .. .. 
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Well now, 1f they agree to this, Mr. Opper, bow 
long do you want to do your legal work? 

Well, ••••• 

·lhen would you have somethlng more than thls? 
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I thlnk we can have something ready as far as we ' re 
concerned here, depending on how long it takes to 
check it a round, by tomorrow afternoon. 

What? How long since you•ve worked all nlght? 

All nlght? 

Well, balf a night. One o'clock .in the morning. 

June 30th. 

1934? 

Well , I have a group of witnesses. 

June 30th. l'/hat 1 s today? Vlell, it's just about time 
you did it again. 

I wa s thlnking of our checking it .in New York. 

Wbat? 

I was thinking about checki.ng it .in New York. 

Well, I want to get thls baby fixed up. 

Also, if this is acceptable, we ought to start work­
ing immeaiately afterwards on the public statement, 
and we have some thlngs • •• 

There is a question - we have a Joint statement under 
consideration on other matters; now, whether we want 
tog et out two joint statements or on.e joint stateaent 
is somethlng we mlght talk about. And then whether 
you'd want it - if you want to get out two, whlch I 
imagine might be best, whether we couldn't arrange to 
get them out simultaneously. 
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That ' s all right. But, i f you remember, up to now 
we have kept our financial and trade agreements 
separate, and I would lean towards the Treasury 
getting out its own statement, if it is entirely 
agreeable; and it could get out the statement at the 
same time as the State Department 

Might get them out late in the evening for use in 
the morning newspapers . 

'uite all right . But how long Will it be before 
you people are ready? 

I 0ll be disappointed if we are not ready by tomorrow 
night, and seriously disappointed if we shouldn' t be 
ready by Friday night . 

That means you'll be ready !Jonday. Jake Viner Just 
can't stick a.round here that long . 

~aiting for the State Department? I should s ay not. 

They ' ve got our text, which they ' re revising; it 
depends on them. 

I'd like - now mind you, I ' m willing to be overruled, 
but I'd much, much prefer to have a separate Treasury 
statement. 

Ob sure, all right. 

But more than pleased t o do it the same time as the 
State Department . How 's that? 

Swell . 

I tllink we better put - tllis Number Two has a flllUl¥ 
sound. Couldn't you say •For purposes of exchange 
stabilization the United States agrees to furnish 
upon request up to a maximua • •• •• •? There ' s such a 
break between •furnish" and what you furnish. I 
read it over two or three times to see what it aeant . 

Well , remember, th i s is just so that they can have 
something a little more speci fic as a basis of talking . 
It is not - I don't t hink it matters much. 
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Well, would you have a statement as to policy ready 
for tonight ? 

I think so . 

We could have it froiD our side, 

I mean show them . 

Show them. 

To show them. 

Another point you should consider - do you want to 
put in a sentence here saying that we are extending 
our f acilities for earMarking purposes in • • • •• 

Well, they have that already. They have the t. 

We extend that to any foreign government or central 
bank - government or division. 

Over 30 central banks have got that now, 

I think one thing , too, to tell them is that the 
facilities of the Treasury, Federal Reserve Bank in 
New York, Federal Reserve Board - technical f acilities, 
whatever, they may be, are ava ilable to theJD • • •• 

No charge. 

• •• with respect to the central bank business . 

You mean we are offering them Williams ' s ervices 
free. 

Yes, but 1ve oughtn ' t to specify because we want to 
make it sound big. 

You better keep that part dark. 

But you want to protect their sensibilities there, 
so we ' ll shade it - "if you wish - such use as you 
wish to make of our technical facilities." 

Nell, I thought we ' d let tha t go t o t he last minute, 
because we want t o hold out t he best until the last . 
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Tlla t sounds like quite a mouthi"ul - you offer t hem 
all the technical facilities of the Federal Reserve 
System. 

Harry , have you talked to Warriner Eccles? 

I did speak to him. He had been tied up last night 
and this morning for very excellent reasons. He was 
up on the Bill this morning and l ast night. 

Discussing our sterilization program. 

What program? 

Sterilization. 

Steagall called hi.m. 

And inflation. 

He promised to cal l back this afternoon as soon as 
he had gone over it . 

I know Steagall has had nothing to do, so I guess 
he got Eccles up there. 

But tha t Swiss letter - we changed it, added something 
to it; so there ' s not hing else to do if you want to 
look a t tllat. 

It ' s a good letter now. 

Rave you ~eople read about the l atest Swiss move, 
what t heyl re asking? 

Yes, it' s included in this letter. 

"e ' ve taken care of it in the letter . 

No r You read what Cochran said, but not what t he 
State Department says. 

Well, Cochran sends hi s things here in time to be reed . 

(Miss Chauncey brings i n new draft, 
copies of which are di stributed) 
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Wba t time are they due here? 

Three. 

264 

Just received all that Canadians tutt, it you want it. 

Don' t you Jinx me, now. The President, as a JD&tter 
ot fact, ordered me to proceed into the Pacific to 
be near the scene ot warfare so in the absence ot 
Dr . Kung, he said, I could become Acting Minister 
of Finance of China, so I came back and said, due 
to the illness ot General Chiang Kai-shek, did Mr. 
Roosevelt want to t ake his place? 

(Messrs . Costa, Aranha, and 
Carneira arrive; rest ot transcript 
wri~en up separately) 
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MEETING WITH BRAZILIANS July 14, 1937 
3: 00 p. m. 

Present: 

!i.M. Jr: 

J.ranha : 

H. !.! . Jr: 

H. !.I .Jr: 

Ar anha : 

Cost a : 

Vlhl t e: 

Lochhead: 

R. M. Jr: 

Lochhead: 

H.Y.Jr: 

Cornelra: 

Dr . Arthur de Sousa Costa 
J~bassador Aranha 
Mr. Carneira 
lfr. Lochhead 
Kr. White 
Dr . Viner 
!ilr . Riet'ler 
lir . Williams 
Dr . Feis 
lir. Opper 

My e xperts are not very good this afternoon. They 
all bad too much lunch. 

Yes. 

And so we all tried to write something out and it ' s -
I think it expresses t he idea but it may not be very 
good English. 

(Brazilians read outl ine of agr eement) 

That isn't 10 years, tha t ' s an X; it isn' t a 10 . 

I t• s too big to be. 

I think half X is sufficient . But what do you under­
stand by this expression • to be pai d on request• ? 
At the end of the second •.•• 

I see what you mean . 

It ' s a demand loan. 

You don ' t want to put any t ermination on that; it 1s 
a demand loan, to be terminated on request . 

Ur . Lochhead says it will be t he same as a demand loan. 

Just Aeeps runnl ng until we decide to terminate it . 
You don' t fix - no f ixed period as a general thing 
those l oons don ' t run for a f ixed period. 

Dut if that isn' t agreeable, it can read to run tor 
a fixed period. 

(Explains to Coste) 
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VIe can change that . 

I t's all right. 
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This has been done very quickly, just to have something. 
I mean the idea is t hat we will have to have something, 
some way of terminating it. Now, you could say for a 
definite period, or for a flxed period, or something. 

Would l be wrong in thinking that the period would 
naturally be fixed at the occasion of the transaction? 

I doubt it very much. I f they needed exchange under 
this , it would probably be for some emergency that 
came up. It might be three or four days; they might 
want to pay it 'iff. Might run for several months . 
But they wouldn t - it would keep going until .... 
They get the money right away; they can pay it off 
any t.1me they want. And we have t o have some way so 
we can t erminate it some time. 

(Brazilians confer a t length) 

This has been done in a hurry, and after you ' re 
through I have all day and up to tonight. 1 have the 
r est of the day and the evening free. I have plenty 
of time. 

~hat ' s fine; I have nothing t o •••• 

Mr. Secretary, may I ask your J;xcellency what is 
the normal period for such • • • • 

No such thing a s a normal period. 

The only time we had anything like that was with 
~hlna and Mexico; sometime they might want it for 
three days; you might want it for three months. 

ks a demand loan. 

As we understand it, it i s for foreign exchange 
purposes . 

Not a fixed peri od. 
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You might have a reid on your exchange over a , say, 
the first of January, over the New Year, if that ' s 
the t!me, or tbe f irst of July - I don' t know when 
your period - and for three days you might need 
dollar exchange to tide you over the first of 
J anuary . Or you might need it for three months . 
The only time we have ever bad such arrangements 
is w1 th Mexico and with China, and we ' re workin& it 
out the same way. We don ' t know, it might be •••• 

The circumstances, yes. 

You might just need it over the first of January 
on settlement; you might need it for a week. 

Would they like it better if it were •repayable on 
demand•? Is it the matter of words? Tha t would make 
it read more like a dema nd loan. 

We have plenty of time. 

Archie, didn' t we once have an arrangement of that 
sort for copper dealings with France? 

(Nods no) 

What was it? 

(Lochhead explains to Viner privately) 

(Jokingly) If the Treasury doesn' t want to do it, 
bring the gold around to me and I ' ll loan it. 

We have only ~ne doubt here, this • to be repaid on 
request .• That makes us depending on this request. 

Well, how else would you s ay it? 

WbJ.ch is something that would trouble our people • 

Bow would you like to have it? 

Oh that ' s a question - •to be repaid on understanding• 
or ' •at the time of tbe end of the obli gation. • 

Clarence, can you say something - • •terms to b e arranged 
at tbe time"? 
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That can be done· very easily. 

Would that satisfy you legally? 

Oh yes. 

•Ter~s to be arranged at the time." 

n ••• • time of repayment to be arranged •• •• • 

n •• •• time of repayment to be arranged •••• " 
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• •••• to be mutually agreed to at the time of the •• •• • 

Yes. 

That can be done . 
• Write it out and let me see how it looks . •Time or 

repayment to be a rranged when trans action t akes pl a ce• -
something like that. 

(Opper hands sentence to Secretary) 

nTime of repayment to be mutually agreed upon a t 
the time t he dollars are furni shed . • Well, tbot -
can' t you improve on that? 

Of course, that isn't the l a nguage we'll put in the 
agreement. 

(Banding to Brazilians) This is what Mr. Opper 
'llrote; t his is the spirit, but not - but not - I 
t hink we ' ll want to change it . 

"Time of repayment to be mutually • .. • • 

It's not very good . 

Yes, t hat ' s al~ right. 

Yes, but he ' ll want to make it •• •• 

~here is a limit for these operations , a legal liait? 
I 

Have we any legal limit ? 
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No, there 'NOuld be no time limit required by law. 

It 1 s all right. And now we have only to discuss the 
amount, and tne Minister said 60 m11lion dollars . 

Well , but you must understand before if these dollars 
sre gold or not. I think by tbe - bow it is written 
tha t it is gold, a maximum amount of dollars gold . 

Gold dollars, yes . 

And so not so much. When I spoke about 60 million 
dollors, I meant60 million paper dollars . 

It is covered in the first line, - nsell gold." 

60 million dollars now - wa~l invest now, buying 
gold, and we will have 1n gol d Just the conversi on 
or the 60 million dollars paper in buying gold . 

You will have 60 million dollars. 

60 m.1111on dollars gold would be too much. 

How much does the Minister ••.•. 

~hat is now the paper •• • •• 

That now means what you mean. You've been a little 
bit thrown orr Just by a chance Juxtaposition of 
words - you know what I mean - but the meaning of 
One is the meaning that the Minist er has in mind. 

Yes? 

Yes. 

1 The United States undertakes to sell gold to Brazil 
to a maximum amount or t6o, ooo, ooo .• 

Paper dollars . 

Present dollars . 

Present dollars . • •• • over a mLximum period of five 
years, as and when requested by Brazil ••.• • 

That ' s all right . 
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n,,, . the gold to be paid for in dollars at the 
time of sale at the mint selling price prevailing 
at that time . " 

When you get the actual phraseology •••• 

At the r ate now, ho1v much gold will produce 60 
mi llion dollars? 

$35 an ounce, plus one-~uarter . 

You mean how many ounces? You want it in ounces? 

:i es . 

Not dollars ; Ne want bow maqy gola dollars . 
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I t• s the same thing. It ' s i dentical , not more or 
less . 

Exactly the same. We have only one kind of dollar . 

By the expression "gold dollar" they mean the 
previous •• •• 

'rhey mean the old gold dollar . 

That's out . 

But, Yr . Ambassador, in t alking here it is always 
one kind· of dollar, 35 ounces of gold to the dollar. 
We don't- we only t alk- if you say 60 million 
dolla rs, it's 60 milli on dollars, and whether it's 
figuring the dollar at 35 ounces - $35 to the ounce -
we onlY have one k.i.nd of dollar now. We don 1 t talk 
of the present doll ar and the original dollar. Legally 
we only have one kind of dollar . 

But you reduced the value of the dollar 40 percent. 

That ' s right. ~ut when you ' re talking about 60 
million, you' r e talking about 60 million of our paper 
dollars, and we ' re talking the same thing. 

That ' s correct. 
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Well then, we 1 d loan a maximum - we loan ~P to 
60 million, don ' t we? 

211 

No, 1t depends on, I should say, what they would 
like, because t h ey might acquire gold otherwi se 
than by this procedure, and there is no r eason we 
shoulan't lend them for s larger amount of gold. 
Do you see? We would here agree to contract to sell 
them gold up to 60 million dollars, but they might 
acquire gold from other sources for another, aay, 
40 million dollars. There i s no reason why we 
shouldn't lend them for a larger amount of gold 
than that which they had purchased from us. 

I would want a subsequent agr eement on that . I 
think th.is agreement should simply cover the t we • ll 
lend them up to the maximum amount t hat they have 
here. 

Yes, that would be here too. 

We ' d have to - if they decide - if i t comes to the 
period.... . Jake, if i t comes to the peri od that 
they have more gold her e, we can give them • • .• 

Supplement ary sgreement. 

•••• a supplementary agreement , because I don't want 
it to read for the American publi c a s though we were 
willing to loan them - they were going to buy 60 
million dollars and we were going to loan them a 
hundred million. Thi s makes sense . If they deposit 
more gold here, we'll give them a supplementary 
agreement . 

I mean that ' s all you can ask for or expect - is that 
we would simply loan you one dolla r for every dollar 
of gold. I f what Dr. Viner was saying - you should 
decide later, after you bought 60 million, that you 
wished to deposit more gold here that you may have 
acquired in ~ngland or somewhere else, and wished to 
have the right to borrow beyond the 60 million because 
you have mor e gold here, why, we ' d just give you an 
additi onal agreement l ater on. That would be easi er . 

This i s a beginning. 

This i s a beginning . 
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Yes, the f irst step. Af t erwards we can do much 
more . 

272 

~he three of us will sti ll be here for a few years . 

Yes. 

We•ll s till be here for a couple more years . 

Now, is that all right? 

(Nods yes) 

Looks all right. 

All right, absolutely all right. 

Now, wlult we ' d like to do is to put this now i .n the 
legal language . 

All right . 

And t hat - they ought to have something tomorr ow 
morning - the legal agreement, you see, that you can 
sign ond I oan sign . 

Yes, yes . 

And then i n the meantime what we ' d l ike to work on, 
with your help, is a communique -t hat we could give 
out . 

(~xplains to Costa) That ' s all right. 

Now, as I - the matter which we haven ' t mentioned yet• 
is this question of your central bank, and I wanted 
to say that in behalf of the Government we are r eedy 
t o lend you aey experts that we may have i n t he 
Federal Reserve or in t he Treasury to assist you -
t o go to Brazil to be of any assistance that you say 
want. 

(Explai ns to Costa) 

I thank you so much. 

Now, do you gentlemen think you could have something 
by this evening in the way of a communique? 
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(Trea sury people nod yes) 

We can write it just now - very ea sy. 

Tbese people don ' t work quite so quickly as t hat. 
You see , they ' re all professors, and it takes them -
it takes tbem a little time, and they have a lot of 
fun out of it, you see, and if ! wouldn't l et them 
go into a r oom and have some fun arguing , why, they'd 
stop working for me, you see . 

You see , even Dr . Feis enjoys that, because be likes 
to get i n an argument with p~ople. 

Dr . Feis is from the other side. 

No, he en joys coming here and we enjoy having him. 
But I don ' t - I don•~ think it would go quite so 
quickly . 

I have one doubt here - "The United States agrees 
to furnish upon request • • •.• • 

60 million . 

60 milli on. Thank you • 

I suppose when that is drafted it would read some­
thing l ike this : "Tile United Stat es furnishes a t 
such times and i n such amounts as t he Brazilian 
Government may request up to a maximum or t 6o,ooo, ooo .• 
I mean that ' s the way, when we got to actual drafting, 
it would read, which would be much clearer than tbis -
the actual draft. 

Would i t be agreeable to you gentlemen to come back 
at 9 o ' clock tonight? 

Yes . 

Yes . 

Here? 

All right . 
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. 
Ind then we 111 have something. Do you want to 
iay about t he question of t i ming - do you want 
to talk about that? 

27 4 

No, I should think if it's convenient, if we're 
going to have a sta tement to give out at the State 
Department and a sta tement to give out here - if 
it is convenient, you might give them out a t the 
same time, but it is not essential. 

I just want - now, in our sta tement, which is more 
or less - it is too long. 

Well, Mr. Bull thought it was too long too, a s I 
told him. 

You know that it ' s just - we have to transmit to 
Brazil and all, and when it's too long - it ' s too 
f ar , Br azil, and t hey can misunderstand the thing . 

This sta tement is perhaps the most important sta tement 
we have ever made . 

Well, would you prepare one too? 

No, no, I •d like for you to prepare it. 

We ere all - we're sure that it will improve the 
monetary conditions, the same as with the Chinese. 

That ' s why I wanted ••..• 

One word from you and it' s a greet help for us . 

But - I mean if you have it 
take it back, you s ee , look 
see, and that 's - I want to 
it well. You under stand? 

Yes, I know. 

tonight, then you can 
a t it, work on it, you 
pusn so that we can do 

\ 

I hate to ask him to give up his trip to Texas. 

But we are here; we will go tomorrow night. 

IVe will be through - be finished. 
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Yes, I like it better . 

We'll do it at 9 o ' clock. We•ll take our time, then 
look at it again tomorrow morning . 

Yes . 

•nd by tomorrow afternoon we ought to be ready to 
give it out . 

I think maybe we could have something like that 
Chinese - a statement like the Chinese will be very 
good . 

Something like that . 

That's correct. 

Well , goodbye and thank you, llr . Morgenthau. 

We ' ll keep at it until we get through. 

(Brazilians leave) 

Now, do you gentlemen want to go down to 296? 

(Gaston comes in) 

Herbert, they want to draft a Brazilian communique, 
see? 

ihere•s a bunch of newspapermen out here. I told 
them you' re still conferring. 

Is ther e quite a bunch? Say that we ' re conferrin& 
and we meet again tonight and tomorrow, and we 
hope tor something by Thursday or Friday . 
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Jul7 H, 1937. 
3: 39 p .m. 

H.Y.Jr: Hello . 

Ur. Constantine 
Oumansky. Hello, How' e our Mr. Secretary. 

H.M.Jr: How are JOU1Mr. Ouaanek7. 

O: Yee . 

H.Y.Jr: I want to aek you to do me a l ittle favor. 

0: Yee, please do . 

H.U. Jr: I am going to need the services tonight ot 
Dr. Feis, on thi s Bra~111an matt er we are 
working on. 

o: Yee. 

H.M.Jr: And I wondered 1r he could be excueed and then 
it JOU would like it, why when we get through 
here, Mr. Feis and I would be delighted to 
drop i n and have cottee with you. 

0: That ' s very good, I regret that you - that it 
oan 't be earlier, but to make a bargain 
Mr. Secretary, I accept that - 1n the case 
that you and Dr. Feio will come out t or dinner. 

H.M.Jr: Yee, 

O: That's tine. 

H.loi.Jr: 

0 : 

H.M.Jr: 

0 : 

H .M. Jr: 

o: 

That's a bargain. 
\ 

Yee. 

Well, then we are meeting here at nine o ' olook 
and I iaag1ne b7 ten we 111 be t hrough and it 
you' d like us to, we'd be glad to drop i n and 
haTe -

You' ll be aoet welooae. 

It'• not a big attair, ie it? 

No it'e a very i nf ormal -well , it will be 
A~y people , Navy people - eome explorer 
70u eee my guest ot honor today is t hs aan 
reaponsible tor all thla tl71ng. 

' 
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I eee . 

Aaong other things. 

I eee . 

He ie tbe 

I aee . 

279 

direotor ot it. 

So that there will be Army people, Assistant 
Seoretary , a tew Senatore and 
Congressman - I think you will enJoy it here 
and I am looking forward to the pleasure ot 
eeei ng you here. 

Well, we1 d be delighted 
ten or a little after. 
here and he wants me t o 
he ie eo sorry he oan't 

I see. 

to drop in around 
- And Dr. ~is is 
say to you personall y 
come. 

But I - I have demanded his services. 

Yee. 

So, it you don't mind, 

All right, thank you llr. Secretary. 

Thank you. 
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Jul7 14., 19~7. 
4.:19 p.a. 

Good afternoon, are JOU all tied up? 

I'• tired out, but I'• not tied up. 

Tired out? 

But if it 1 e eomethlng I don't have to argue­

No, I won't argue. 

I aean - 70u1 ve got me down. 

No, I don't - I won't argue. I Juet wanted -
I waa up on the Blll thla aornlng and I 1 ve 
got to go up again in the morning, on one 
11atter. 

Are 70u coming right over? 

Yea. 

Right away. 

I 1 ll come right now. 

All right. 

. . 
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RE BRAZILIAN AGREFliENT .July 14, 19.37 

8:.30 p. m. 

Present: 

a.U . .Jr: 

Lochhead: 

a.lr • .Jr : 

Whi te: 

H. IJ • .Jr : 

l'lhite : 

Viner: 

White: 

Gaston: 

El • ..t • .Tr: 

Lochhead: 

Gast on: 

H. ll • .Tr: 

Vr . Lochhead 
lfr. Gaston 
Yr . Riefler 
Mr. Opper 
Dr . Viner 
llr. Williams 
!Ar. White 
!&iss .,;hauncey 
Dr. Feis 

(At 9 :15 - see page 17 - : 
Dr . Arthur de Sousa Costa 
Ambassador Arenha 
llr . Ce rneira ) 

Now, have you got something for me? One more word. 
cbanged now? 

Oh yes, a whole lot . 

Come on, come on, Cl arence. 

This is a suggested - tbis is the draft that we had . 

And it isn'~ agreed on yet? 

I ' m sorry I haven' t the original . 

It isn't agreed on yet . You ha ven' t attached your 
signature -your o.K. yet, and it won 't come out the 
same. 

And this is a version that Herbert Gaston jus t pre­
pared . 

After leaving tbose gentlemen, I wasn't entirely 
satisfied wit h tbe l a tter half of that, and I 
undertook a rewrite of it. That's just the latter 
half, it isn't complete . 

Now, where does it start? Tell me when to s tart 
reading7 
Why don ' t you read tbe first one all the way tbrouch? 

Tne f i rst one is complete, and tben you pick up from 
tbis point on - you pick up there. 

"Tbe following joint statement is made by tbe 
Secr etary of tbe Treasury and the ltlnister of Finance 
of Brazil: 
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"The Secre t ary of the Treasury of the United 
Stat es of America and the Minister of Finance 
of the United St ates of Brazil, representing 
their r espective governmen~ have enter ed into 
an agr eement under which: 

"1 . The United St ates undertakes to sell gold 
to Br azil , as and when requested by the Brazilian 
Government, to a maximum amount of $60, 000, 000 ." 

That 1 s the • ••• 

We didn 't want to put any sum . They did. 

282 

llo - "The United Sto.tes undertakes to sell gold to 
Brazil as and when r equested .. .. " - •requested"? 

( Nods yes) 

That ' s a funny - •as and when requested" - t hat 
word "requested" is what I stumble over. 

Wel l , otherwise we either put a time limit in there •••• 

The word "request ed" ••.•. 

No, it ' s Just the word "requested" - "The United 
St ates undertakes to sell gold to Brazil" - I don't 
like the word "requested . " 

You mi ght say •at such times ~s Brazil may r equest "; 
give it a different meaning. 

n ••• • at s uch times and i n such amounts as the Brazilian 
Government requests, but to a maximum amount of 
$6o, ooo, ooo . • 

That's all right, but Just t hat sentence •• • 
you s ay? • .. .. at such .···" 

• •• •• times and 1n such amounts ••• • • 

•time" or •times"? 

• • • • • • times and in such amounts •• •• • 

• •• •• at such times and • • •• " 

What did 

Regraded Uclassified



Viner: 

u.u. Jr: 

Viner: 

a . li.Jr: 

Viner: 

H.M.Jr: 

Chauncey: 

·•hite: 

Rietler: 

H.li.Jr: 

oYhite: 

H.M.Jr: 

White: 

l'filliams: 

B.ii.Jr: 

Vlhite: 

H.M. Jr: 

Gaston: 

B.M.Jr: 

Gaston: 

H.ll.Jr : 

Riet'ler: 

283 
-.3-

" • •••• as t he Br azi l i an Government may r equest •• •• " 

" •••. and in such &AOunta •• •. " 

" • • • as the Brazilian Government may r equest •• • " 
Yea. 

" • •• • to a maxi.JIIllll total amount - a maximum aggregate amount of $60, 000, 000. " 

Is somebody keeping writing this besides me? 

I a"m. 

" ••• maximum of," I think, is sufficient. 

Wny not "to an aggregate amount of"? Leave out the 
"=ximum." 

" ..... may request, to en aggregate amount of • ••• n 

That ' s ell right. 

• • • • to en aggregate amount of $60, 000,000.• 

Mould you say "up to"? 

" • • •• up to the maximum ••.• " 

" •••• up to $60, 000, 000 ." 

That ' s the simplest way. 

• •••• may request, up to $6o,ooo ,ooo .~ 

That's indefinite; that might indicate they might 
buy 60 million a t a time . n,,,.up to a total ot 
$60, 000, 000 ." 

What? 

• ••• • up to a total of $60, 000, 000.• 

O. K. 

That' s good . 
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n, ••• up to a total of $60, 000, 000 . " 

"2. The United States wil l make dollar exchange 
available to the Government of Brazil or its 
fiscal agent, under conditions which safeguard 
the interests or both countries, for the purpose 
or pr omoting exchange equilibrium. " 

The Brazilians are very keen on that last phrase. 

28 4 

They are keen against any substitute we can think of. 

Well - "under conditions which safeguard the interests 
of both countries" - tAa t ' s the thing I raise . 

That ' s the phrase we used in the Chinese agreements 
twice. 

O. K. 

"This agreement is designed to facilitate the estab­
lishment by the United States of Brazil of a Central 
Reserve Bank ••.• n -that ' s the bunk. 

No more so t han the rest of it. 

That's their suggestion. 

They are very e ager to have t hat. 

I don't like the i dea of making the primary object 
of the agreement a Central Reserve Bank in Brazil. 
I t bink there ought to be some general statement 
affecting both countries, s uch as I had in my 
revision. 

I think that 1 s the bunk. I wouldn1 t sign that. 

What did I tell you. 

Li sten I'm like you; I 1 ve got t o live up to your 
(Viner5 expectations. 

(Reading Gaston' s suggested substitute) 
"The agreement is designed to promote the develop­
ment of conditions favorable to the maintenance of 

Regraded Uclassified



//hi t e: 

H. L4 . Jr: 

White: 

••illiams: 

White: 

Viner: 

Gast on: 

:/bite: 

H. :.!.Jr: 

1'11lliams: 

H. iJ. Jr: 

285 
-~-

monetary equilibrium between the two countries 
and particularly to facilitate the establishme~t 
by the United States of Brazil of a central r eserve 
bank as a part of the program of the Brazilian 
Govern=ent for improving the financial structure 
of the nation to meet the needs of its expanding 
econo~." 

That's a non-secular • •• • • 

lbat•s a which? 

I don ' t think the second part followed from the 
first . 

Say "and also . n 

That will do it. 

How would this change be: "This agreement is 
designed, by facilitating the establishment by the 
United St ates of Brazil of a central reserve bank, 
to promote the development of conditions favorable 
t o the maintenance of monetary equilibrium between 
the two countries." 

That puts the whole thing on t he central reserve 
bank. 

This is in deference to their wishes . 

But I'm giving it out. 

Joint. 

Kay I r ead this through once, to get the sense? 
Thank youl 

" To further this program the Government of the 
United States of America has undertaken to supply 
such technical assistance and advice as the Govern­
sent of Brazil may request. 

•Both the Secretary of the Treasury and the Minister 
of Finance are pleased to have bad this opportunity 
to extend the field of cooperation between t heir 
countries and both express their gratification that 
improvement in the Brazilian economy in the l ast f ew 
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years enables the Government of Brazil to undertake 
with confidence the financial measures i t has in 
view." 

That s ounds pr etty good to me. 

"The agreement is designed to promote the develop­
ment of conditions favorable to the maintenance 
of monetary equilibrium between the two countries, 
and parti cularly to facilitate the establi shment 
by the United States of Brazil of a central reserve 
bank as a part of t he pr ogram of the Brazilian 
Government for improving the financial structure 
of the nation t o meet the needs of its expanding 
econOIIllf• 

•To further t his program the Covernlllent • ••. •. " 

(F'eis comes in) 

Well, we released the statement. 

•To further this program •• ••• " 

Good evening . 

What the well-dressed man will wear when he goes t o 
the Soviet Embassy ! 

•To f urther this program the Government of the 
United St a t es of America has undertaken to supply 
such technical assistance and advice as the 
Governlllent of Brazil may reques t . 

•Boththe Secretary of the Treasury and the Minis ter 
of Fi nance are pleased t o have had this opportunity 
to extend the field of cooper ation between their 
countries and both express t heir gratification that 
improvement in the Brazilian economy in the last few 
years enables t he Government of Brazil to undertake 
with confidence the financ i al measures it has in 
view. " 

(Miss Chauncey and reporter leave t o 
rewrite statement, end return) 

(Suggests substitution of "are entering" for 
"have entered" in second paragr a ph - suggestion 
accepted) 
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Gentlemen, on this word here, top of pege 2 -
please, may I have your attention. "The agreement 
is designed to pr omote t he development of conditions 
favorable to the maintenance of monet ar y equilibriua 
between the two countri es, and to facilitate the 
establishment •••• " - jus t "and to. " 

That makes them two s eparate objects, whereas we 
want to tie .. . . 

• ••• • and, with this end •••• • 

• ••• • and with this end •••• • 

11 ••• and with this end ••• " 

They definitely objected to t hat. 

• •••• to tais end" is all right in the Uni t ed States 
but not in Brazil. 

Why not say "to facili tate"? 

• ••• • a nd also . • . "- either •and also• or •to •• • • 

• • •• particularly" I think is not bed . 

You know the reason he ' s given. Our only legal 
justification for this is the Stabilization Fund, 
and Opper doesn't feel tha t he can justify it 
l egally . 

I maintain that word "particularly" does definitely 
han& it on to the maintenance of monetary equilibrium. 

• ••• to tha t end" would t ake care of it . 

n •• • • to that end ••. " 

I don ' t understand the opposi t i on to it. 

Anything else? 

That ' s all . 

Row about •to this end"? Have you re jected that? 

• 
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I'd try i t out. 

Why would they obJect? I don ' t understand . 

(To Kieley) Would you tell them would they mind 

waiting for a few minutes? I•m not quite ready. 

I should think they would welcome it. 
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Rave you tried it? Bas somebody tried it - •and to 

this end"? 

I ' d try it. They can strike it out . 

Do you obJect to it, Herbert? 

No, I want it. 

0.~. - "and to this end. " 

Now, the l ost five words of that paragraph. 

Yes . 

I may point out that if you use "and to this end, " 

besides t he fact that it seems to subordinate the 

bank to the obJect - the purpose of the monetary 

stability, you' ve got a long clause in there in which 

you explain this action beginning in one way by the 

phrase "and to this end" and you explain it at the 

end in another way; you•re giving two explanations 

of the same action in the same clause. 

Well , Herbert (Gaston) wouldn' t be satisfied i f it 

Just read "and to facilitate.• 

Those last f ive words I'd like to see out out, because 

it isn' t true . 

• . : •• Br azilian ~overnment for improving the f i .nancial 

str ucture of the nation to meet the needs of its 

expanding economy." 

They needed this central r eserve bank and they would 

need it if it di dn ' t expand. 

Who put it i n? 
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I put it in. 

I don't see - what ' s the matter? 

Little har mless advertisi ng . 

That' s what I thought - putting a good f ace on it 
for Brazil . 

That ' s all right; I like it. 

O. K. 

You s ay it i sn ' t true t ha t t hey need it for their 
expandi ng • •• • 

They need it in any case. 

What t hey need is to ba l a nce their budget. 

Xbey need it even mor e, as Archie says . 

Now, may I read it once. 
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"The following joint s t atement is made by the 
Secretary of the Treasury and the Mi nister of Finance 
of Brazil: 

"The Secretary of the Treasury of the United States 
of America and t he Minis t er of Finance of the United 
St ates of Brazil , r epr esenti ng t heir respective 
governments, are entering int o an agreement ••••• • 
l have never said tha t in any - about •representing 
their respective governments• and - but I'm perfectly 
willing. Who put that in? 

I guess I did . 

That was in the outline of the agreement on the basis 
of which we wrote this. 

It wasn ' t in the Chinese . 

No . 

Herbert, do you think it should be i .n? 
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I t hink it' s a metter of indifference . 

Or is it a matter of importance? 

Somebody mentioned the fact t hat this was an 
outgrowth of a conversation b etween Presidents, 
end so on. 
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Well , I think the only point would be that with 
respect to Brazil this is the Brezi!ian Government 
tha t i s beck of it , and not Just the credit of the 
central bank they may set up. But that isn' t 
explicit in here. 

I 1 m Just r aising it beca use it sort of •••• 

Sounds bett er for Brazil if t hey 're thinking of the 
effect down there. 

I mean did they put it in? 

No, I think it was taken over from a draft which I 
made, and I didn' t have it in there for any particu­
lar purpose a t ell . 

Is the word •representing" bothersome? Would •on 
behalf of their respective governments" be better? 

Indifferent. 

The question I raise • ••• 

They wouldn' t think tha t the Secretary of the 
Treasury has 60 million dollars of gol d in his own 
account, so I think they would assume it ' s the 
government . 

The thing I am raising - doesn't it sort ot crowd 
the thing? Somebody may raise the point, •Well now, 
isn' t this something that should be confirmed by 
the Senate?" See? 

Don 1 t see any reason ••••• 

That ' s the r eason; you 've always kept me away f r om 
t hat thing. 
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I don ' t see t hat it ' s necessary. 

It's en executive agreement . 
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Every single day in the year, in notes or colllllluni­
ca tions, we use something similar, because it • s 
something in the sphere of the executive. 

That's different. If I were you in 
Department, I would object to that. 
this representing the Government. 

the State 
I'm not doing 

Oh, now .....• 

Let me put it this way. Does anybody want to see 
it in? Does anybody think it's important? Then I'm 
going to take it out. That's fair enough, isn' t it? 

1/ith this one exception, llr. Secretary, t ha t hitherto 
when you haven't mentioned that fact, it hasn ' t been 
an agreement, it's been either a statement or a declara-
tion of something. ' 

Well, if you don't mind •• •• 

O.K. 

I mean if anybody wants to argue that it must go, 
I ' ll listen. Barry? 

No, I•d just as soon see it out, if it' s all right 
With the lawyers . 

It's a lawyer ' s question. 

I think it would be all right either way, because 
in fact you are entering into i t as a representative 
or the Government. 

But I think it' s just as well not to say so. In­
stinctively I feel I ' m getting a little bit beyond 
my territory. Now, I can talk for the Treasury . 
•ow, the next question is, I 'm doing this in behalf 
of the President . I just instinctively back ott, 
and as long as I feel that way -Herbert, see what 
I mean? - I'm so careful to keep in my own back yard. 
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When I begin to talk for the Government as Secre­
tary of the Treasury, I don ' t like it. Now, c er ­
tainly nobody can object to that, can t hey? I 
mean it 1s a sense of •• •• 

•7ell then, under One and Two, not the Uni t ed St a t es 
undertakes t o sell gold, but t he Treasury of the 
United St ates undertakes to ~ell gold. 

No, I don't think so; I don•t have any obJections •••• 
"The United States undertakes to sell gold to Brazil 
at such times and in such s mounts a s the Brazilian 
Government may request, up to a total of $60, 000,000. 

"The Un.ited St a tes will make dollar exchange ava il­
able to the Government of Br azil or its f iscal agent, 
under conditions which safeguard the interests of 
both countries, for the purpose of promoting exchange 
equilibrium. 

"The agreement is designed to promote the development 
of condi tions f avorable to the maintenance of monetary 
equilibrium between the two countries, and to facili­
tate the establishment by the United Sta tes of Brazil 
of a central reserve bank as a part of the program of 
the Br azili an Governmen t for improving t he financial 
structure of the nation to meet the needs of i ts 
expanding economy . " yY god, t ha t ' s some sentence. 

•To further this program the Government of the United 
States of America has undertaken to supply such tech­
nical assis t ance and advice as the Government of 
Brazil may request . " 

How can you undertake something that they haven• t 
requested? 

It is offered. 

• •• •• has undertaken •••• • • 

Well, this is a joint s t a tement; this is a joint 
statement; they have indicated - it is quite plain 
they have indicated to us that they are likely to ask, 
a nd we say that when they r equest it specifically we 
will give it to them. 
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We told them our answer would be "Yes• when they 
request such assistance . 
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You say the United States has undertaken to supply 
such technical assistance as the Government may -
how can you undertake something that they • •• • You 
would say "The United States Government will under­
take •.. • 

No, no, it ' s just as if •• •• 

The agreement isn' t s i gned . 

It 's Just as i f Clarence sai d to me, •Now, any time 
you want any l egal advice, you ask me and I 1ll give 
it t o you. " He is undertaking to give me l egal 
advice whenever I ask for it. 

I'd say "undertakes " instead of "has undertaken.• 

I'd say "will undertake ." 

No, "undertakes . " The agreement isn' t signed yet. 

You can say "will supply." 

I should think "will supply" would be all right. So 
f ar as I Anow, ther e i s not going t o be a s pecific 
term. 

" ••• will supply ..• " 

Little weak, though. 

O.K. , gentlemen? 

No - •will" - tha t ' s definite . 

I think it is. 

Huh? 

I think it is • 

we•ll all get a crack a t it . The weak part of the 
thing is that Br azil may request; that ' s the weak 
part. we say we will supply 1 but they only 118Y they 
uy request. 
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~ut my point is we ought to indicate not only 
willingness, but gladness to help o~t - a little 
additional ••• • 

Well, "will gladly supply •••• • 

I think the sentence there in the original draft 
was better. 

How did we have that before? 
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I don ' t see that, b ecause I don ' t t hink you want to 
involve what you are agreeing to do with your 
expression of gratification. 

This is the way we had it before, anyway: "The 
Government of the United States is glad to have 
this opportunity to indicate i ts desire to cooperate 
with the Government of Brazil, and ha s offered to 
supply such technical assistance as Brazil may care 
to avail itself of in connection with the organization 
of the bank. " 

No, if you don ' t mind, I'd like them t o say - I don't 
like to offer this stuff • • •• Why won't they tel l us? 
Ask them. •The Bra zilian Government has requested .••• • 
Why not say t hey have reques ted? 

• ••••• will supply technical assist ance and advice 
to .... " 

• ••• as requested by the Government •.•. • 

n,,.in conformity •• •• • \ 

• • •• • will supply such technical assistance and advice 
as the Government of Brazil has requested." 

" • •• • in conformity with t he request of the Brazilian 
Government . • 

• ••• made by the Brazil i an Government.• 

• • ••• made by the Brazilian Government. • 

• •••• will supply such techni cal assistance and 
advice as t he ••••• • 
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Leave out the word "such" - n,, •• will supply tech­
nical assistance and advice in conformity with the 
request made by the Brazilian Government . " 

• •••• will supply technical advice and assistance 
in response to the request of the Government of 
Brazil." 

n ••• in response • •• " - wha t did you say, Herbert? 

• ••• • in response to the request of the Government 
of Brazil , " 

If you say "made by" don ' t you make it definite that 
they bave already made it? 

Now, the reason I didn't want that •may request" -
this goes out and the J:.nglisb or German.s get busy 
and say, "Is this closed? 'Nell, we 1ll give this to 
you. 'llhy take this from the United St ates?" They 
say, "All right, we'll hke the gold from the United 
States, we ' ll take the advice of the Germans and the 
English, so we 1ll keep them happy . " This closes it . 

I think tbis is - that ' s a good idea . 

Th.is closes it. Tbe Germans say, "Gentlemen, this 
is terrible." "All right, Schacht, you send us down 
adv.isors . We ' ll take the gold from the United States 
and we'll take the advice from Dr . Schacht." 

They are sending down there Rit ter, who has been one 
of Schacht' s primary assistants . Be' s becoming the 
new Ambassador to Brazil; it was announced today . 

I take it you want to have us get our foot into that 
situation, don ' t you? Well , let's make it definite, 
let ' s close it. Herbert? 

Yes, sir, very desirable. 

!Jo you see what I ' m getting r.t. This goes out and 
the Germans and the J:.nglish are going to get mad. 
"All right, we didn ' t close that part. We 'll take 
the advice from you and fix the gold up with the 
United States." 
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It seems t o me, "r. Secr et ar y , t ha t "made by" makes 
it definite tha t t hey have already a sked; "of" makes 
it possible t o ••• •• 

"To further this program the Government of the 
United States of America will supply technical 
assistance and advice i n response to the request 
of the •• •• " 

Wai t a minute - "whi ch ha s been made by • .• " 

No, "t he request made by t he Government of Br azi l . " 
The "request of the Government of Brazi~ might mean 
t he f ut ure, but the • request made by ••• " ..•• 

Now l et me r ead i t egain. "To further t .his program 
tne Government of the United St ates of Amer ica wi ll 
supply t echnical assi stance and advice i n response 
to t he request made by t he Government of Br azil . " 
I s that agr eeable to you (Gaston) ? 

Yes , tha~ • s all r i ght. 

Wha t? 

Yes, t hat's al l r i ght. 

Nhat? Do you want to put i t some other way? 

I was going to s implity 1t by sayi ng "wi ll supplY 
technical assistance and advice as requested by t he 
Government of Brazil." 

~oesn' t indica t e the time . 

Yes, all right. 

~on' t you think that ' s a good point, to close that 
thing now? What? 

•Both the Secretary of the Treasury and the Uinist er 
of Finance are pleased t o have bed this opportunity 
to extend the field of cooperation between t heir 
countries a nd both expres s their gratification 
that improvement in the Brazilian economy in the 
l as t few years enables the Government of Brazil to 
undertake with c onfidence the financial measures it 
bas in view." 
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rlow, you don 1 t want to say something about his 
coming here 1n person, the way we did... No? 

~ou can say that to the press if you like. 

(Kiss Chauncey and reporter leave to 
rewrite statement and return, during 
which time Brazilians come in) 

(brazilians confer at length re statement) 
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L think i t would be better to say, •The United States 
undertakes to sell gold to Brazil at such times and 
1n such amounts as the Brazilian Government may re­
quest," and to finish here and say, •The United States 
will make dollar exchange available to the Government 
of Br azil or its fiscal agent to the amount or __ ,....,.~.,.­
under conditions which s a feguard the i nterests of both 
countries" ; because that s t a tes just the general idea 
that you bad before. 

'Nell now, in the first place, as I understand, it is 
your wish tha.t we state the amount. 

Yes, but it wouldn't refer ••.• 

Gent lemen, please - the first question that the 
Brazilian Ambassador r a ises is this . Be raises 
point that where you say "up to a total or 
'60,000, 000" in Par agraph One, he wants to drop 
down into Paragraph Two. 

the 

that 

After "fiscal agent." 

~The United States will make dollar exchange avail­
able to the Government of Brazil or i ts fiscal agent 
up to a total amount of $60, 000,000" - it would read 
that way. vf course tha t changes the whol e thing. 

I think it would be all r ight if the $60 , 000, 000 
appeared in both par agr ophs . 

Well , let • s just think that over; i t 1 s t .erribly 
important . 
r must clear - just t hat - that here we did not refer 
to five years in the first paragraph and that that is 
wby I thought it would be better to transfer t ha t to 
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the other. Xou say, "The Onited States undertakes 
to sell gold to Brazil at such times and in such 
amounts as the Brazilia n Government may r e<;uest. • 
And your i dee and the i dea or these gentlemen when 
we t alked to them was just not to fix tbat (amount) . 
ioe said i t would be prefer able to fix it, because 
the psychological effect would be better, in our 
opinion, in Brazil and in foreign countri es . But 
if we will say •Brazil at such times and 1n such 
amounts• and we Will not say the number of years , 
why wi ll we say here t he amount? It would give the 
idea tha t 1ve will have that for 10 years or 12 years 
or any other time tha t •••• 

Xou might put in the number of years along with the 
amount. 

Well , there are two things here, Kr. Ambassador, 
which I don't think - I think either we have to put 
it in both pl aces or in - or not a t all , because we 
couldn't make availt ble to you $60, 000, 000 worth of 
dollar exchange unless you first bought the gold . 

Xes. 

So I t hink that you have t o put it either in Par a­
gr aph One and Paragraph T·No or 1n either pl ace - I 
mean you f irst have to buy the gold. 

I think we can put it in Two . 

Keep it out of Two did he say? 

Put i t in both. 

If you put it 1n both, Ur . Secretary, I think when 
you use it in Two you would have to accompany it with 
certain other phrases, for the reason you have Just 
made. Other wise it would be misleading . 

f ell, it is pretty important . 

!r you said, •The Onited St ates will make dollar 
exchange available to the Government of Brazil 
or its fi scal agent up to the amount of gold acqu1;ed 
under their arrangement by the Bank of Brazil .•••• 
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• •• •• against an e quivalent amount of gold." 

Otherwise it will appear as though you're making 
a loan without that collateral . 

What ' s that you say? • ••• against • •• • 

" •••• against an equivalent amount of gold . " 

Why is it necessary t o s ay t hat? 

Yours (Feis) was better. 

Now I 've forgotten i t. 

l ne Minister says to keep i t &s it is • 

But "under conditions which sa feguard" - end here's 
a ll the measures t o safeguard it. I t hink normally 
it would be that it you •••• 

·leU, what I am afraid of is if we brought it down 
here we ' d have to put it • • •• 

I think it's better. 

As it i s? 

Yes. 
tloN, gentlemen, the llinis ter of Fi nance says that 
he ' d like to leave it Jus t as it is. 

I think that's the best. 

He now - you' r e satisfi ed the way it' s written? 

Yes . 

The way it is there . Vlell, I am. 

And now we would prefer to eliminate this other 
chapter here and to go direct to •Both the Secretary 
of the Treasury and the llinis ter of Finance •• ••• " 

What do you want to leave out, sir? 
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Just this part here. 

Leave out this sentence? 
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Yes, all of this. And we'd like to convert it in 
the way suggested before. 

How was it before? 

Because that's a • •• • • 

How was it? 

With another wording, but at the end of that. 

I f we did this, wnere would you put this sentence, 
at the end? 

At tbe end, yes . At the end, because it is just tbe 
end. (Bands Secretary suggested r ev1sed paragraph) 

What do you think, Herbert? I guess it \Yould be 
better at the end, wouldn't it? Se~ whst he wants 
to do is 11ft this paragraph and put this at tbe 
end . 

I think it' s better too. 

I think it ' s better et the end . 

That will r eflect in our public opinion very well -
your offering a nd saying that you will do that. 

or course, that in a wa,y r epeats what is in there. 

What's the difference? 

Show 
end. 
give 

this down there to those people at tbe other 
They want thst to come at the end. We have to 

our experts a little time. ~hey want time. 

Do you when you•re in Brazil, in your own office -
do you have to work in the evening? 

Yes, somet1ares . 

(Treasury people confer on 
changes ins tatearent) 
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Are the Minister and I going to see it? I thought 
t hey already cabled it, t hey work so fast around here. 

(Miss Chauncey leaves to rewrite s t atement) 

I think 1f we ' r e ready for our statement- I don't 
like the idea of putting it off until next Monday. 

No, we can . ••. 

No, I mean if we ' re r eady why should we wait until 
next llonday? 

No, I think it's best t o do it t omorrow. 

I mean - no.v the newspapermen are ou'tside now; they 
know you've been here three t i mes . If we don ' t get 
together, they' 11 think something went wr ong . Three 
times you've been here; noR if we can' t agree! t hen 
there's something the matter, you know. They 11 say, 
•What's the matter? Why can't Brazil and America 
get together? There ' s something wr ong·. • Huh? 

I think it' s good . 

And I said this morning I 1 d work until we got 
t hrough. 

And we are. 

I mean it' s the only way to do . 

Yes . 
Now, I ' l l shoW this the first thing in t he morning 
to Presi dent Roosevelt. I mean I'll get him early 
tomorrow morning, so that by - I 'll have an answer 
by 11 o'clock . I ' ll see him the first thing in the 
morning. By 11 o •clock I 111 have his answer. I'm 
sure it will be all right, but I want him to rend it 
because it' s his i dea . 

We went t o see him the other day · 

But he's so interested that before I do anything 
I'd l ike t o have him read it and see 1f we have 
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carried out President Vegas ' s idea and President 
Roosevelt ' s . 

Yes, I think it would be good. 

VIe ere producing gold and we have more or less 

302 

10 or 12 tons every year that we are compelled t o 
buy just to help the •.• • 

Producers? 

Yes . 

(To Aranha) We ' ll meet at 12 o'clock at Welles• 
office and L hope we can have both things ready by 
tomorrow evening . Is t hat possible? 

Yes. 

12 o'cl ock. I may before that call Yr. Carneira 
and do some preliminary work on this wi th him. 

I am also availabl e to you. 

All right, it may be that I'll come out t o the 
.bmbassy . 

Now, I 1ll get President Roosevelt to clear this by 
11 tomorrow morning . I really think, Herbert -
I said this while you were out - the Kinister of 
Finance and the Ambassador have been here three 
times; if we hold up this announcement until 
Monday, it might be misunderstood . 

Well , Mr . Welles agrees . 

It might be misunder stood. They 've been here three 
times . 
We've both torn up our cal endar of engagements, and 
I hope if we s t ar t at 12 we can work it out. 
We may have to gat the joint st atement out 20 past 12 . 

No, 20 past 2. 
We may have to get out the Joint atetement and then 
there might be a few details about t he excbange on the 
bank, on t he coami ssi on, that we might have to leave 
until you r eturn. 
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Well, if you work the State Department as har d as 
you worked the Treasury, you' d get it out. 

(Laughs) For a man that works as bard as I do , to 
get the reput ation for i dleness - I do not understand 
how it comes to me . 

I di dn ' t say - I say if you will work - not you 
work, but if you work the State Department as hard 
as you have worked us - that's what I said. 

Oh . 

I said if you will work, meaning the people i n the 
State Department, as hard as you work the people in 
the Tres sury. No, I wasn' t implying -after all, 
you're here. 

(!Jiss Chauncey brings i .n r ewrHten 
statement) 

Where • s the first page? 

No corrections on the first page . 

I haven' t got any f i rst page . O. K., here we a.re. 

There is a suggesti on here as to improvement on 
t hat - simple . 

• •• .• in accordance wi th their conversati ons"­
cut out this? 

No . 

This is it. (To Aranha) We have changed this here . 

• •• their conversati on ••• "- we notic&d that . 

And cut out • •• • 

That ' s correct. We hove -we have no fears, you 
see; .ve do not pay attention. 

•11 right, I 'll r ead this . 

Herbert, I d on't like that •at this tue the t aJdD& 
of this uportant step . " 
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Leave out "the taking." 

Leave out tbe words "the taking" - "makes feasible 
at this time this important step." 

Yes . 

Now i s this all right the way I 
1 111 have it ~Titten once more . 
it a second time? 

have it written? 
Do you mind doing 

(Miss Chauncey leaves to rewrite st atement) 

~~en will we have another meeting? Tomorrow? 

~omorrow with us - ll o ' clock? 

• o sign the agreement . 

Clarence, when do you think you'll be r eady wi tb the 
legal papers? 

Well, I hope that we ' ll be ready with something final 
by about noon tomorrow. 

"ell, they 're going to State Department at 12 . Could 
you have something at ll? 

I 'll t ry v ery hard . 

Well, let's say 11. 

Unfortunately, it is not entirely in our control, 
Mr. Secretary, on account of word from New York. 

Supposing I call you a't 10:.)0, lir. Adlbaa'sador . You 
see, the r eason that i t ~sn 1 t entirely in the 
Treasury - we have to do it with New York by telephone 
and telegraph . It makes it a little bit di fficult . 
But I ' l l telephone you by 10:.)0. 

In any event, you (Opper) walk in here a t 10:29 and 
let me know, see? Are the lawyers up e t the Federal 
Reserve working tonight? 

Tbey•re not working tonight, no, sir, but I nave aade 
arrang.-ents for tbem to start worlt the very first 
thing tomorr ow morning. Fortunately, they start an 
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hour before us . 

They start an hour ahead. 

Yes, sir, so I hope we may have something by then. 
But surely tomorrow. 

Yes, sir. 

He ' ll surely have it tomorrow. 1111\ybe we can' t have 
it by ll; if we cannot have it by ll, then we can 
have it right after lunch. 

They ' re flying at 2:20. 

But we can postpone •••• 

"here are they flying? 

I'm going; the Minister will stay 1f the t is necessary. 

Yes, tha t's no problem. 

Have you done - you have lawYers in Brazil. You 
can't hurry them; you can't hurry them, you know. 
And if you don't listen to the lawYers •••• 

~ben we send them away es Ambessadors. 
6 hey cannot live without the l aWYers , but that's 
why they talk alweys about end against them. 

(lli ss Chauncey returrls with finally 
approved dreft of statement) 

(To Feis) There's a corrected copy. 

O.K. 

Now we ' ll leave it this way; if the lewYers have 
the dish ready et 10:30, we telephone, but it they 're 
not ready you' ll stay after 2: 20, because it ' s 
pretty important. 

To finish by tomorrow. 
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VIe can finish, but I wouldn1t - I wouldn 1t be 
sure that we can be through by 2: 20 . I wouldn' t 
be sure. And I 1d like very much to do i t tomorrow, 
because, you see, Friday is Senator Robinson ' s 
funeral and we have Cabinet in the afternoon, and 

.Friday there will be e lot of di fferent things . 

Well, l•11 see you tomorrow. 

(Brazilians leave) 

You' ve got the correct one now, have· you? Does 
anf.body want a correct second? 

Wba~• s this cable? 

It•s very simple. 

lliss Chauncey has a full thing there . loliss Chauncey 
bas the correct ones. 

Now let•s do this Swiss thing now; that ' s more 
important. 

(Remainder of conference re Swiss 
matter written up separately, 
time: 10:30 p.m.) 

• 
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fbe tolloriq Joilat stat.ent h ude by the 

Secl'etary of the !'reaaUJ')' alld the M1a1ater ot PiD£DCa ot 

Br AZill 

!ha Secratuy or the T'reeaury ot the UD1te4 Stat.n 

or U~erica a.Bd the ll1.Diatar ot PiD&DCa or the UD1te4 States or 

1. !ha Onited Stetea UD4ertakes t o sell gold to 

Br l$11 e t auch tiaea and in auch oaounta a s the Brez111an 

Go~a~ent aay reQuaat, up t o a t otal or t6o,ooo,ooo . 

2 . The Ullited States will aaka dollar exchange 

a~• ilabla to the Go~e~Dt of Brazil or its f iscal agent, 

under coD41t1oDII wh!cb aarecuard the interests or both countriea, 

for t he ;~v:rpoae ot pro~~~tt1DC excban&e acou111br1~a. 

the a(l'a .. ent 11 d&liiD&d to proaote t be de~alopaeD\ 

or coD41t1ou ra~rable t o the aaaiataDIIDOe ot aoaetai'J 
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IN.alllaa ••• 1 .U.1 foulble at tb11 u .. •~• U.Ortaat 
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JeUa tlllo •••"'-" .r tbo b'ea8V1 &114 uao lllnletor of 

u.o neJ.t ., ....... u. 11lohe• Golr ..... n .. aa«, le 

MIIJbeOI w&Ul tMlr I NUetl-; till IURtU7 eft ne 

'll'ouu7 ............ 14111 ..... llltr'oal-ld&MI-

.... u .., .......... ., u..u ., &II ---· ... 

....... .a- ., ...... -.... 
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The followtag Joint statement i s made b7 the 

Secretary of the Treasury and t he Kin1ster of Finance of 

Brazil: 

The Secretary of the Treasury of the United states of 

America and the Minister of Finance of the United States of 
41\.t.... • 

Brazi l , zr~~~P~~~•-.e,. ... ,,..,., .. , •nss-ttiltll<l~t~ll.1•~•~e!!'ls~tP"ercc~C:tl.,.v'l'i"'1kk101rt"&ll:ll~--•s, .Aaw.., enter~ 

into an agreement under which: 

1 . The United States under takes to sell gold to 

Br azil a t such times and in such amounts as the Brazilian 

Government may request, up to a total of $60, 000, 000 . 

2. The United States will llllke dollar exchsnce 

available to the Government of Brazil or its fiscal agent, UDder 

conditions which safeguard the interests of both countries, tor 

the purpose ot promoting exchsnge equilibriU.. 

-.. 
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The agreeoent ie designed to prooote the development 

of conditions favorable 

equilibrium between the 

to the maintenance of mo~ • • b vt 
two countriee, and .pa: UC'*l:at lot' t o 1 .. 

A 
facilitate the establishment by the United States of Brazil 

of a central reserve bank ae a part of the program of the 

Brazilian Government for improving the financial structure 

of the Nation to meet the needs of ita expanding economy. 

To turther thie program the Government of the United 

~ ~ 

States of Am:o~en~\~l~;:t:Jn1~ ;i1,\~t~ ~ 
assistance and advice --the Government of Brazil • .,. • ..., .. .,.._ 

" Both the Secretary of the Treasury and the Uinister of 

• 
Finance are pleased to have had this opportunit;y to extend 

t he field of cooperation between their countries and both 

express their gratif1oation that improvement in the Bra~1lian 

econom1 in the laet few ;years enable• the Government of 

Bra~il to undertake with confidence the financial meaeuree 

it baa in vi-· 
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Tho rollowtac .lola\ • t1 \uen\ h aade by uw 

8ecrete l'7 or tiM tr .. •VT " ad ~ 11ab\er or l't~~eDOe ot 

Br u lla 

fbe 2leore\ery ot Use rr ... \117 ot \be 0111hcl 8t.atea 

ot AMn1otJ aa:l t he M1alatu ot Ploa1110e ot tbe Ull1ted Stat .. or 

Braa11 ar e enterlnc l a\o aa • creesent UGder •blcba 

1 . fbe United 1\.&tea CDclert..keo to aell cold to 

Br •• ll a t aooh t1aea ~nd la •~ab ~aounta as t he Br~~111an 

Oonruent u,y re 11eat., "' t o a tot vl or f 6 ), 0thi, OO<J . 

~. f iM OaUed States wU\ a ake doll11 r eubanae 

a'fa1lab1e to tae Oo•e,._,., oL Braall or 1 h f iac&J. a,ut, 
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und.er e oDClitl-. e.lllea aare110er cl tbe 1Ateruta ot botla eowtr1.,, 

tor t be l>'lll"i>ON of pr o .. uac exehln&e e cou1llbrlua. 

!be ear...-..' l• deelr..O to ~ro.ote t be 4•••1~•' 

or colldl\lou t aYOrallle \0 Use ulllteu- or ••b'7 
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equilibrium between the two oountriea and to facilitate the 

eatabliahment b:y the United States of Brazil of a central 

reserve bank as a part of the progreu:~ ot t ha Brazilian Govern-

ment for improving the financial structure of the Nation 

t o meet the l\eedl of ita axpaning economy. 

In recent :years t h ere has occurred a notable i.mproYement 

of the trade and financial poB1 tion of Brazil. It is a ~~&tter 

of gratification both to the Seoretrary of the Treasury and 

t he Fin8J'l()e K1n1ster tha~ this favorable development of the 

Brazill an econom7 makea feasible at t h1e tiCM~ 'lse ' • 9 ag af 

th1a important step 

Both the Secretary of the Treasury and the Minister of 

Finance are pleaeed to h ave had th1B opportun1t:y to extend 

the field of cooperation between their oountriea and, in 

~ 
accordance with ~ oonversa.t1ona wa.tb the lttJds•e: ef Ft···o· • 

' i1 

the secretary of the Treasury etanda ready to auppl:Y auah 

ttohnia&l aaaistanaa aa Brasil ma:y care to avail itaalf of 

in oonneotion with tha organisation of the new bank· 
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The tollowial Joint sta t .. ent ia aade b7 tbe 

Secretarr or the he11 a1U'7 alld. the •ia1ater ot P'i.DeDCe ot 

Bru 1la 

31 3 

fhe Secr e t arr ot tile TreuUJ'1' ot t he United States ot 

Aaeric~ end the Kiniater of Finance ot the United St6tea ot 

Braai l , represent1n, t heir r espectiYe goYeraaents, baYe entered 

i nto an agreeaent UDder whicba 

1. !he United St ates undert&kea to sell gold to 

Br 6zil at such tiaes and in such oaounts ea t he Br az111en 

GoYernaent ••1 request, up to a total ot 16J,ooo,ooo. 

2 . !be Onited St etes 1f1ll a oke dollar excbsqe 

~Yailable to the GoYernaent ot Brazil or its f iscal agent, UDder 

conditions which aotecuar d t he 1nter eata ot both count ries, tor 

t he ?urpose ot proaotinc exchan&e eQu1l1briua. 
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Tbt ~greece~t ie deaiened t o prQnote the ~evelopment of conditi one 

fnvor~ble to the mo.i nt o"AnOe of mo>~t tary equilibri um 'hetwe-n the two .. ~ 
"O'.mtrieo, and <?artic'P,larl;y: to facilitate the eotabl1obment by the United ..... 
St~t~• of Brazi l of a central reserve bank ao o part of t he pr o&r&m of 

ti.e 3razi 11an GoverntM!nt !or l.."'Provi nt; the final!ciol ot:r-<1eture of the 

'ation to mee t the neede of ita expand1"6 econo~ • ... 
'!o turtl-.er t hia program t he GoverN:'Ant of t he U'!ited Stat u of 

Arr.er1ca b&a undertaL&n to eup~ly .uch techni"&l o&ri atance a'ld advi ce ao 

tl.e Government of Brazil tJtJ:t roque at. 

'1ot h t he Secretary of the Tr etuury el'ld ~he L!il'later of Fi nance are 

pleaaed to hove bad this op-ortunity to extend the f i el d ~~ cooperation 

between their countriee and both expreee their erat ification that tcurove­

t he Bra:i 11on econo,ey i n tl-e laat !et~ yC3Te1iia'enAbleo tl!e 
un'erta:u 

~vern,-e-.t of Brazil t o loll•• w1 t b co.,fidenee • t he fl.!!a."tc1al .. --

~eacur a it haa i n view. 

---·----
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RE SWISS GOLD DEALillGS July 14, 1937 
10:30 p.m. 

Present a 

H, li.Jr: 

Fe is: 

f! , ll.Jr: 

Viner : 

a .M.Jr: 

Viner: 

H. loi ,Jr: 

Viner: 

a .M.Jra 

White: 

llr. Lochhead 
lfr. Gaston 
Mr. Rief'ler 
lir. Opper 
Or . Viner 
14r . Williams 
lir . White 
Dr. Feis 
lliss Cha~mcey 

Now let' s do this Swiss thing now,· that's 
impor tant . ~ore 

Herbert, if you don' t want to wait •••. 

Is this Swiss thing going to go on c&bles tonight? 

Yes . N~w what we got on the Swiss? Now, this is 
gone . Wbere 1 s the introductory • •••. 

We have separate messages to the Minis ter of Finonce 
and the Chancellor of the Exchequer. 

You mean to Simon? 

Yes. One dispatch to the Chancellor of the Exchequer 
and another to the liinister of Finance . 

~ey not simply put i .n the same one, end the one to 
London says Chancellor of the Exchequer and the 
French one says Minister of Finance. 

wlbe Secretary of the Treasury is considering the 
dispat ch of the following reply to the letter of 
June seventeenth of Bachmann and Schnyder in which 
they explained the purposes of the Swiss sales of 
gol d in the American market in recent months. Before 
proceeding further, the Secretary of the Treasury 
would welcome any comments which the Minister of 
Finance may care to make with r egard to the monetary 
principles formulated in the contemplated communica-
tion. n 

It•s all right. 

I think that ' s June 17th. 
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Viner: 

White: 

H.M.Jr: 

Feis: 

H.M.Jr : 

Viner: 

Feis: 

Lochhead: 

Feis : 

Lochhead : 

H.Y:.Jr: 

White: 

B. Y. Jr: 
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lYell , that ' 11 have to be checked. 

Did Eccles return the original letter? 

Yes , here's the whole business. I tell you what I ' ll 
a sk you to do. Here's the wbole thing, so as to make 
it e.asier for you, and may I ,g 1ve this responsibility 
to White; and why don't you ~Feis) call up the 
Code Room and tell them t hat when Dr. Wh1 te comes 
over there with a cable will they please s end it, 
and you don 1 t have to sit here wh~le it's all typed. 

Tbey'l~ say to me they won't; t ha t's the trouble . 
I ' ll have to put =1 s i gnature on the bottom of a 
piece or paper. 

They will if I call up . 

ae can put his signature on a sheet of paper. 

And the text of this letter to Bachmann • •• 

Livesey took care - I called Livesey and sent a 
memorandum over to him. 

It•s all perfectly simple; have that typed up. 
Uon 1 t have to give anr instructions . 

Yes you do, because the previous thing said to 
hold it . There ' s the one to write. Want to dictate 
it to Kiss " hauncey? 

(Feis dictates t o Miss Chauncey) 

I sent that over to Livesey quarter of seven. 

Now are you people ready -Harry, you ready? 

Just to have it typed . 

Well, we're waiting. He dictated it because he ' s 
got to sign it. 

t to go in with Miss Chauncey? 
•hite, wan 

{White and Miss Chauncey leave) 
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B.II..Jr: 

Feis: 

B.II.Jr: 

Viner: 

H.M.Jr: 

Viner: 

Opper : 

B. lai . Jr: 

Viner: 

B. M. Jr: 

Viner: 

Lochhead: 

H.K. Jr: 
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(On phon~) Krs. Spangler, will you call up the 
Russian bmbassy and say is it too late if Dr. Feis 
and I should ar rive about quarter of 11? Is it too 
late, and we can get there between quarter of 11 
and 11 - is that too late? We can arrive there 
between quarter of 11 and 11. 

Better ask Oumansky. 

(On phone) Better ask for Ur. Oumansky. I mean 
whoever answers the phone, would t hey please ask 
Oumansky is it too late that Dr . Feis and I should 
arrive at that time - but they should ask that 
question of llr. Oumansky . 

Tbis Swiss thing is very 1.lllportant. I c an1 t let 
caviar and vodka come between the Swiss cheese. 

Kr. Secretary, how do you plan to handle the Swiss 
affair? The replies will come in, you see, after 
you • re gone. 

Ob, i f t hey 1 re favorable, just shoot it out, that ' s 
all. And I' 11 get - I mean I'm here Monday . I think 
what I'll do is •••• 

~hey won't be here by Uonday. This is a weekend in 
England, you see . 

"ould you want to leave a signed copy? 

Just telephone Cochran to t ake it to Switzerland. 

(White and Chauncey r eturn with cables) 

Shouldn' t Butterworth be told that Cochran bas a 
copy of this? 

Yes they have that "a similar message is being 
sent to Mr . Simon. " 

No, a copy of the l etter we send t o t he Swiss. 

Butterworth clears his correspondence wi th Cochran. 

Supposed to. I t he can ' t , he'll call h1.lll up. 

Are you all. • • • • 
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White: 

a .M.Jr : 

Chauncey: 

B.14.Jrl 

Feis: 

B.M.Jr: 

Feis: 

H.Y. Jr: 

' 
I 
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That goes to Cochran and this goes to Butterworth. 

Now, wbere1 s Fei s? 

He ' s telephoni ng in Mrs. Klotz's office. 

(Feis returns) 

This is all ready for you now. Think it' s all right? 

:tes, yes. 

Well , Dowling knows where to take it. 

Yes, perfectly . 

~owling, we want this to go to the Code Room, 
State Department. 

(On phone) Get the Code Room, State Department . 
Dr . Feis wants ~o talk to whoever is there, please . 
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AMJ'toan I "IIQ 

&oDdon for Duttorwortk 

11-o:a :Soorota17 of the 'rnaeuJ"f 

Pltaoo «1-n to Chanoollor or the '-beqlltr t .be hat 

of tho oontoa.,lato4 o•1 wa1oaU011 to laobllatln ua Gotlll)' .. r 

wbioh -. us xn1oato4 to :rou tarUer to4a:r with the tol• 

lolriag t ati'OdueUoa CillO'-• 

Yhe S.Ortt117 of the 'rroatUJ'1 h oono14tr1ng the 

Utjlato!a of the followl ll( ropl:r to the lottor ot Juao 

M'f'tllttontll of lao-..n an4 tohn74or la wh1oh t bol tliPlalnoa 

\lie Plii'PIItl Of tho s.ill taltl or G014 in the Alll r101J1 

-.rkot 1a ~nt a011tl\a. Before proooo41Jl6 turthtr, t ho 

... rot&17 til tbe ~roaour:r wo.aa woloOCitt llV • - •nh 'Whhll 

tho Cballoollll' of tbe Kao~or Ill¥ oaro to aaltt Y1 Ul .. ,.... 

to tho .-ot&l7 prl•lplll tol'L •lett4 1n tho• oonteapldo4 

oomnualoatloll. 

A ola11 .... ••eago h bei ng tont to l.!ontltur Bonnot. 

328 

l 

-

Regraded Uclassified



JR PLEAS& R£TUIIN TO ~. COCtfU.N 

SPECIAL GRAY 

July 14, 1937 

9 p .m. 

Al!EI1BASSY 

LONDON (ENGLAND) • 

300. 

For ~utttrworth from SEcrEtary of thE TrEasury. 

329 

PlEasE hold following lEttEr in strict confi~EncE, not 

us1fl3 '·t in any mannEr until furt hEr instructions. 

".UOTE, !Jtssrs. Bachmann and SchnydEr : 

?ltas£ acc~pt my thanks for ycu~ lEttEr of JunE 17, 

1937 , gi vin-3 inL'ormation with rtsptct to your fol'Eign t ::oh:mgE 

and gol d p~licy. Such EXchangE of information and opinion 

concErning thEs;r mat ~Ers , conforming as it doEs with thE 

spirit of SEction 3 of thE tripartitE dEclaration of 

SEptEmbEr 25, 1936 to which your GovErnmEnt; bad dEclarEd 

its adh£rtncE on NovEmbEr 21 , 1936, constitutEs grat i fying 

proof of thE dEVElopmEnt of intErnational coopEration in 

monEtary affairs . 

\'/ll11E our rtply was in prEparation wE rEcti vEd, undr:r 

datE of July 13th, a tElEgram from r.tr . Cochran, transmitting 

your qur:ry concErning your 1Et.t£r of JunE 19t h and your 

tElEgram of JunE 30th, and also your statEmEnt to him that .~ou. 

had stoppEd shipping gold to NEw York ar¥1 bad uo• bEEn 

convr:rtinS into dollars any mor t of thE gold hEld on 

can:arJc r or ;r:u· a t tht P cco.cral Rur:rv£ Bank of lltw York. 

\IE 
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EDA - 2 - #'300, July 14, 9 p .m. 1 to London 

WE pppre:oiate: ve:ry much your prooe:dure: in this mntte:r . 

At the: pre:se:nt time: , we: who have: joinEd in the: tripar-

titE aooord are: e:ngage:d toge:th·~ i tt ~· n an a Elnpt to bring a 

{P'Eate:r me:asure: of stability and of gmuine: Equilibrium into 

the: marke:t f'or forEign EXchangEs . This markEt has , as 

know, in re:ce:nt ye:ars bEEn ohar~ctErizEd by EXCEption-

ally large: move:me:nts of capital, many of rbich do not 

re:pre:se:nt normal financial or comme:rcial trcnsact~ons. 

you 

UndEr thr.se: circumstancEs , somE of u3 are: likEly to bE callEd 

upon, at le:ast tEtlporarily, to hold e:::ce:ptionally large: 

quantiti e:a of gold. I do f'E£1 , howEvEr, that t hE cEntral 

banks and t r e:asurie:a of the:or. countriEs which havE de:clare:d 

the:ir adhe:re:noE to thE tripartitE accord should rEfrain 

from inorEasing thEsE movEmEnts by unilatEral dEcisi~s to 

transf'e:r thEir gold rEsErvEs into forEign currEnciEs . 

In our opinion, thE normal function of intErnational 

30ld move:me:nts is to liquidate: intErnational balancEs or 

po.yme:nts arising from the: natural flow of intErnational 

oomme:roial and f inancial transactions . Gove:rnmEnts and 

ce:ntral banks shoul d, we: bEliEVE , in thEir own opEration~ 

oonform as closEly as possiblE to this ge:nEral principle:. 

wr. bEliEVE that this principlE makEs it incumbEnt upon tb.r. 

adhErEnts of' thE tripe.rti tE dEclaration to hold thEir 

rEsErvEs in thE rorm of gold e:ithEr at hom£ or EarmarkEd 
abr oo.d 
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JR - 3- ;~SOO , J ulv 1• , 9 p m to Lo d • -.. •• , n on. 

abroad , and whErE a cEntral bank dEEms it dEsirablE to 

maintain forEign balancEs , such balancEs should in thE 

main be kE~t with thE C~ntral Bank of thE sElEctEd. country 

and should, fUrthErmorE , bE maintainEd ESSEntially as 

working balancEs . l7E furthEr f'££1 , and EspEcially in thE 

casE of thosE countriEs that havE adherEd to thE t r ipartitE 

dEclaration, t ha t cEntral banks or govErnmEnts should makE 

invEstmEnt s in othEr countriEs only aftEr consultation 

with, and pErhaps only at thE invitation of, thE govErnmEnt 

concErnEd. 

331 

\'IE suggEst that an accEptancE of thE abovE principlES 

would bE a constructivE dEVElopmEnt of thE spirit of 

monEtary coopEration envisagEd in thE tripartitE dEclaration, 

and would contributE toward Enduring stability in thE 

i .ntEr nati onal monEtary fiEld . ' /E hopE that thE othEr 

adhErEnts to thE tripartitE dEclaration sharE this 

i ntErprEtati on of' its impli cations. ~nd quotE . 

nuLL 
(FL) 

SEnd samE tE1Egrar.1 to AlnEmbassy Paris as No, 339 For 
Cochran f rom SEcrEtary of thE Tr Easury. 
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JR 
TELEG !WI SENT 

American Embassy 

London for Butterworth 

Prom Secretary of the Treasury 

301. 

GRAY 

July 141 1937 

11 p .m. 

332 

Please give to Chancellor of the Exchequer the text 

of the contemplated c011111unication to Bachmann end Schnyder 

which was communicated to you earlier today with the fol­

lowing introduction quote: 

The Secretary of the Treasury is coyaidering the 

dispatch of the following reply to the letter of June 

seventeenth of Bachmann and SchDfder 1n which ~ey explained 

the purposes of the Swiss sales of gold 1n the American 

market in recent months . Before proceeding further, tbe 

Secretary of the Treasury would welcome any c=enta which 

the Chancellor of the Exchequer may care to make w1th 

regard to the monetary principles formulated 1n the 

contemplated commun1cat1on. End quote . 

A stm1lar message 1s being sent to Monsieur Bonnet . 

HULL 
(RP) 
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JR 
TEL~IWI SEt-IT 

American Embassy 

Paris For Cochran 

From Secretary of the Treasury 

340 . 

333 

GRAY 

July 14 , 1937 

11 p .m. 

Please give to Uinist~ or Finance the text of the 

contemplated communication to Bachmann and Scbnyder which 

was communicated to you earlier today with the following 

introduction quote . 

Tho Secretary or the Treasury is cons i dering the 

dispatch of the following reply to the l etter of June 

seventeenth of Bachmann and Schnyder in which they explained 

the purposes of the Swiss sales of gold 1n the American 

market 1n recent months . Before proceeding further , the 

Secretary of the Treasury '~uld welcome any comments wh1ct 

the Minister of Finance may care to make wi th regard to 

the monetary pri nciples formulated in the cont empl ated 

communicat i on. End quote . 

A similar message i s being sent to Mr. Simon . 

HULL 
(HF} 
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DEPARTMENT C:W STATE 

WMHINGT'Ofl 

July 14. 1937 . 

Mr dear Jlr. 8eore1iary: 

334 

I eno1oee for your ollnf14nU&l lnfor•Uon a oopr 

of te1egr- •o. 473 of July 14 , 8 P·•· , fro• the Mllri­

O&D •+uea4or at London, with res-rd to the pr .. ent 

fiDenoi&l eitu&Uon 1n h'UlOe . 

8inoere1y youre, 

~~ 
HerlJert reia, 

Advieer on International 
loonoaio Affaire . 

IIOl'genth&U, Jr •, 

seoretarY of the trauurr • 

.. .. 
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Secretary of State 

Ylashington 

473 
July 14, 6 p . m. 

London 

Dated July 14, 1937 

Rec'd 3 p . m, 

STRICTLY CONFIDENTIAL. FOR SECRETARY HORGENTHAU PRO! 

BUTT::Ii. C!t~~ . 

•;:ith reference to Bonnet 1 s proposed visit to London 

referred t o in ny conversation with Philipps , r eportfld in 

nUmber 45~ July 8 , 6 p . m., there is set forth below 

Simon's r oply t o Bonnet ' s communication of July 6th. This 

reply will be given this evening to the French Financial 

Attache here , 
In supplying me with a copy the British Treasury 

stated in confidence that Simon arrived at his decision 

after consultation w;th Chamberlain and Eden, all or whom 

agreed that 1n the given circumstances Bonnet's v~sit 

would receive great publicity and arouse equally great 

expectations relati ng to political as well as financial 

matters and that unless "nothing came out of it" the reactiOll 

would be unfortunate . "The Chancellor thanks the Minister 

of Finance very much for his message . Since it was 

r eceived 1 Bonnet's programme tor restoring budget 

equilibrium bas been announced and the Chancell.ar will 
tl.urlJ\g 
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( 336 

I:A -2- J uly 14 , 6 p , m., froo London 

during tho coming months watch with t he closest interest and 

sympathy the measures taken to give practical effect to this 

programr.e which he trusts will lead to a revival of confidence 

and of e conomic activity . The Chancellor notes that r . 
Bonnet does not consider it possible to fix definite points 

w~thin which the franc will be allowed to move or to 

indicate the level at which he estimates it may reach 

equilibrium . Sir John Simon quite appreciates the reasons 

which r . Bonnet gives and sincerely trusts that the measures 

announced and taken will in fact produce t he steadiness which 

it is the object of t he tripartite agreement to maintain. 

As regards the suggestion t hat K. Bonnet should pay a 

personal vi sit to London t ho Chancellor of the Exchequer feels 

somo anxiety lest the visi t of so important a minister might 

arouse so much interest that unjustified anticipations 

might be formed with results which would not be favorable 

t o t he general objectives which bot h ministers have in mind. 

I n these circumstances tho Chancellor of the Exchequer whilo 

greatly appreciating 11. Bonnet 's offer and while hoping to 

t 1 t r time Ventures to t hink groo t his French colleague a a a o , 

that t he interests which wo are pursuing in common might be 

best secured by continuing f or tho present the constant 

Officials and waiting for some futuro time co'ltact between 

f or a personal meeting" • 

BING RAJ.: · 

CSB 
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