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lludget 

Copy of memorandUQ to FDR from ~lor givina comparison 
of deficit for tho months of ~ 1937 and JUly 1936 -
8/10/37 • .. • •..•••.•....••• . ..•.• : . . . . . • • . . . . . . . . . . . . . • LXXX 21 

Business Condi tione 
l!.e.a.e memoranc!ua eent to HMJr in &.VIlli - 8/19/37........ 81 

- c-

China 
See chronolOGY of i mpor t ant events : llook LXXXVII, pft€e 26~ 
American Embaaay, London, reports on confi dent ial letter 

received throu&h foreign offieea Chinese authorities 
have been in eomauni cat1on with Hong Xong and Shanghai 
Banking Corporation vith regard t o !:20 million currency 
loan - 8/12/37 ................... .... ............. . .. . , 

Cochran reporh hench banldD(; credi t t o the Central BMk 
of China 1e l=edia tely avai !.able and rune for one yeu-
8/12/37... ..... . ... ... . . . . . . . • • • . . • • . • . . . .. . . . • • • • • • • • • ~ 

9 : ZQ group reports to ~~r in R&va11 that British 
.Ambassador to China has been a hot by Japanese airplane-
8/26/37. . • • • • • • . . . . . . . . . . • • . . . • . . . . . . . . . . . . . . . . • • • . • • • • l~ 

- 7-

FinancinG, Government 
Bell l:leilOrenclw> aent t o l!l>lJr in '!!avail on financial 

sltuntlon •ao far t his flacal year• - 8/23/37... ....... 113 
a) Charta and t ables 

Eccles cecorand= on Septecl>er finaneins (prepared bece.uae 
of contemplated neseta i n Septeriber)- 8/25/37 . . ....... . 133 

:!'renee 
See Stabilization 

Gold 
See U. S. S.R. 

Ruasia 
See u.s.s.a, 

Stabiliutlon 
:rraneel 

- (} -

- R-

- 8 -

Coehren reporh t hat l"reneh Stabilisation J'und hae 
acquired on balane~ . ainee JUly let, 3 , 400 ,000,000 
france of foreign ezchQnb&; aeeete nov total 
9 , 961, 000, 000 franca- 8/11/37 • ••••••••••••••••• • , 
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u.s.s.ll. 
State Bank l~trueta Chaaa Uat1onal Bank, London, to 

deliver to Jedaral lleaarve Bank of lfev York, !or ita 
account, 358 bare ot gold, total wai~t approxU.tal)' 
5001 kilograms, being forwarded !rom Leningrad w1 thin 
next few ~ - 8/5/37 •.......•.•••..•..••••.. .. •••• • LXXX 12 

a) T~lor memorandum on thia tirat ahip...,nt of gold 
giving value aa approximately $5, 600,000 -
8/7/37. o I I I 0 II I 0 I o I 0 I I o o I I I o 0 0 I o o 0" I I I 0 I I • o o I I I I 15 
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Secretary of State 

llashington. 

1101, AUg\ISt 2, 6 p . m, 

FROt - C• CH:!Atl , 

GRAY 

Paris 

Dated August 2, 19~7 

Rec'd ~:45 p . m, 

l!ith LondJn market closed today, Paris exchange 

trading is very light . French control obtai.ned some 

sterling at 132.78 . I:vidently still. official suppo••t 

for forward franc , Vlhi le National Bank of Belgium W!lS 

obliged to intervene Friday to protect belga versus 

Swiss franc pressure on Belgian cur~ency has today 

lightened, Some French circles expect lowering of 

official discount rate this week but this would seem 

di fficult considering scarcity of funds and degree to 

which borrowers are already resorting to Bank of France . 

Rentes practically unchanged with no evidence yet of 

support through the new fund . Latest economy decrees 

pave not aroused much comment or much hope . With many 

people on vacation thore is a tendency to refrain from 

market commitments and to let things drift , 

BULLITT 
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JR 

SEcrEtary of StatE , 

Washington . 

1105. Au~ust 3, 4 p .m. 

?ROll COCRRAl'' , 

CO OAT 

Paris 

DatEd August 3, 1937 

REc ' d 3 p .m. 

Bank of ? raneE this noon lowErEd ratE f or discount 

from fivE to four pEr cEnt, advances on SEcuritiEs from 

six to fivE and thirty day advancEs from fivE to four . 

This had chEErful rEaction on market . FrEnch control 

proffEr£~omE sterling but morE actiVE trading was in 

dollars, onE Paris AmErican Bank purchasing onE and thrEE 

quar tEr million dollars for thE control today. Dollars 

appEarEd to bE coming principally from London as a rEsu~t 

of tEn Qillion dollar stock ExchangE dEal ovEr WEEk•End. 

Brus$Els als o sr.lling dol lars , whilE Bank of ~ngland was 

a buyEr at 498 . 15. FrEnch rEnt:s up fifty to sEvEnty 

cEntimEs and bEtter fEEling all around . Soc iEtE GEnEral£ 

opEratEd for FrEnch control in forward franc markEt . BankErs 

holding trEasury bonda optEd f or rEpaymEnt in OctobEr arE 

EndEavorins to obtain ni nEty day trEasury bills thEre for· 

instEad of EightEEn month notEs which governmEnt has bEEn 

suggESting. 

FrEnch 
Regraded Unclassified
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JR (;uos, August 3 , 4 p ,:n,, from Paris , 

F1•ench Mints try of FinancE today announcEd tho t 

AppErt , Yinnnoial AttachE in Uni t Ed Stotts , will SUCCEEd 

BoisannEr in chargE of indirEct taxation in thE Ministry, 

AppErt ' a SUCCE330r in thE UnttF.d Stotts i s Paul LEroy­

BtoUlicu, LottEr has beEn oervtng in samE capacity in 

RomE; i s a carEEr inspEctor of fi~~cE; spEaks English , 

ia not outst~~i~g . 

!lULL ITT 

CSB 
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Secretary of State 

Washington 

1111, August 4, 5 p . m. 

FROM COC!:!RAN : 

CODAT 

Paris 

Dat ed August 4,1937 

Ree ' d 2:30 p . m. 

4 .. 

Journal Officiel today announced issue, from August 4 

to 19, 1937 inclusive of one year treasury bonds bear1ng 

four percent interest from August 5 for which those 

holders of 19~4 Treasury four and one hnlf bonds who opted 

repayment on October 5th 1937 may oxchonge these letter 

securit1es . Thoro will be no cosh subscription . Labor 

lender Jouhoux spoke yesterday against deflation as an 

impossible solution of. French financial difficulties . Be 

is ag~nst liberal circulation of capital and in favor of 

control, allog1ng that capitalists are planning another 

crisis for October or November . 

European P1noncial Press gives in considerable detail 

but so far without editorial co~ont letters from President 

Roosevelt end Chairmen Eccles t o Senator Thomas on stabili­

zation of dollar . 

L:oncy continues very tight in spite of l ower ing of 

discount rote yesterday end of rumor that a fur ther de­

crease is to be expected, 

ProDch 
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1~ - 2- August 4 , 1937 2:30 p.m. Paris #1111 

Pronch franc both spot nnd forward offered today, with 

Jouhnux• spoech evidently hav~ng more influence thnn Bonnet 

technique . Control wielded sterlin.g nt around 1:!2 . 81 nnd 

also intorvonod in forwards through both Comptoir and 

Cr~dit Lyonnaise . Commorcinl domnnd for dollnrs from 

AJrtatordru!! o.nd !Ulvrc . Bolgn under pressure nnd boing pro­

tected through solos of Sllisa frnncs . French rentos up 

t oft c.-lnt in!os . 

BULL ITT 

DDU: UBS 

; 
5 
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oanana,.....,. 

JR 

s~crEtnry of StatE , 

Wash1nr; ton. 

: 523. August 5 , 4 p. m. 

FOR .t.
1113 Tfm/'"SURY • 

GRAY 

London 

DatEd August 5 , 1937 

REo ' d 12 :45 p. m. 

. \ ll of t}!E papErs rEported the PrEsidEnt ' s lEttEr to 

Senator Thomas yEstErday . Thtr£ is howevEr vEry littlE 

comment in t oday 1 s prESS though thE FINMTCI!.L TIMES dEVOtEa 

a leadEr to thE lEttEr and to thE problEm or hot mo~Ey , 

Excr.rpts from .. ,hioh arE quotEd l> Elow, 

11ThE lEttEr rEVEals o.n attitudE Which ln SOlllE rESpEc<; n 

is closEly parallEl t o that of thE British TrEasury. 

Stabilization is sEED as dEsirablE but l t is rEcognizEd 

that much bJs yEt to bE donE bEforE it can bEcomE an 

accomplishEd fact ( >n~) MonEtary means and· dEvlcEs by 

themstlves arE rEcognizEd by the PrEsidEnt and also by 

Hr. ii:cclEs as 1s minimum utility without assistancE of 

broadEr mEasurEs of coopErat i on ( ·~-) ThE outstanding fact 

in rtlotion to thE dollar is that thE currEncy is bEi ng 

SUbjECtEd a t prEsEnt to a numbEr Of EXtErnal inflUEnCES • 

Stabilization must bE prECEdEd tbtr~forE by a balancing 

Of thEBE influEncEs . Mr. RoosEVElt is clEarly awarE 

or this fact and wE moy EXpect s~~E practical movE from 
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JR #523, ;,uaust 3, 4 p . m., from London. 

hllll ln thE ncor futurE . Por somE timE post thE most 

important foetor control ling thE dollar rotE hos bEEn thE 

mov£mEnt of hot monEy, This is onE of thE most diffioult 

problEms with which Mr, RoosEVElt is confrontEd (*#*) 

ThE proposEd tox on forEign invEstmEnts 1n Wall StrEEt 

would bE of doubtful Efficacy ( ;: . ..w) ThE grt:at o: r pan of 

this hot monEy i~ flight capitol sEEking safEty(***) • •• 
tax would bE regardEd mErEly as on Extra pricE to bE paid 

for thE sore kcr.pins of funds ond os 3uch nEgligiblE in 

compor1son, PrEsidEnt RoosEV~lt will probably go ohtod 

with a schEmE and it will not b£ EntirEly 1n£ff£ctivt but 

thE rEal crux or hi~ problEm 11cs in thE EuropEan t".nglc". 

BINGJL.,I.J 

HPD 

7 
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RB 

Soorot~ry of State 

' .• ashington. 

1122, August 5, 5 p . m. 

I 'RO! ' COCHRAN. 

CODAT 

Paris 

DatedAugust 5, 1937 

Rec •d 8 p , m, 

8 

Fr ench Control again lost starling protecting the 

spot fra 1c and was obliged to intervane str ongly in tuture 

marlcot s ince forward franc is again definitely offorod. 

Bolgn still under pressure with Belgian nationals buying 

thoir own industrial sharoo (?) on Paris market and with 

National Bank yielding somo dollars last evening . French 

rentos slightly better but market suspects artificial 

character of improvement , 

Bank of ?ranee statement as of July 29 showed re­

valuation of gold stocks on bnsis of forty- three milligt'.· 

of gold to the franc , with resultant increase from forty­

eight million 9ight hundred fifty-nine thousand five 

hundred fifty- seven thousand to fifty-five million six 

hm1dred seventy- seven thousand one hundred seventy- one 

thousand francs . Deposits wore up over six billi on francs 

representing bulk of revaluation profit which is consti­

tuting fund for supporting rentes , No new advances to the 

state. 

Regraded Unclassified



3 

RB -2-//1122, August 5 , 5 p . m. from Paris 

state . Treasury deposit account declined one billion. 

Coverage fifty- one point seventy versus forty-eight poi.nt 

seventy-eight . 

NPL 

Elt!B 

(END OF FffiST SECTIOlf) 

BULL ITT 

' 
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RB 

Secretary of State 

V/ashington, 

CODAT 

Paris 

Dated August 5, 19~7 

Rec'd 5 :22 p. m, 

1122, Apgust 5, 5 p , m. (SECTIOtl TWO) 

FINANCIAl. TD.U:S LONDON today carries editorial on 

"l'r . Roosevelt And The Dollar" , It begins : "President 

Roosevelt 's s~atement concerning stabilization of the 

dollnr, 1n his letter to the redoubtable Senator Thomas , 

reveals an ~ttitude which in some respects is closely 

parallel to that of the British Treasury. Stabilization 

is soon as desirable but it is recoP,nizod that much has 

10 

yet to be done before it can become an accomplished fact , 

As the ?resident points out •the ranidly shifting inter­

national scene ' precludes any atte~pt to fix the dollar-­

and tho same applies to othor currencies--at any particulL ' 

value" . It ends "The present rate of around four dollars 

ninety-seven cents seems to roquiro little official support 

except when the dollar tends downwards under tho previously 

montionod inferences . Actually tho situation is not so 

simple , for thoro is a mutual feeling of under-valuation. 

At present the position is ono of stalemate , for the Britis~ 

authorities 
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RB - 2-#1122, August 5, 5 p , m. SECTION 
TVIO from Paris 

authorities aro opposed to any serious appreciation of 

sterling which would sacrifice export advantages and the 

United States Treasury is equally adamant , In practice 

the present rate has come to bo generally accepted aa 

11 

being not very far removed from tho natural level, and 

without further dof1n1to dovolopmonts it is unlikely to 

\Uldorgo anything moro tt~ tho inevitable small variations! 

EUB 

NPL 

(miD UFSSAGB). 

BULL ITT 
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INCOMING C4BLEQRA4 

Federal Reserve Bank of New York 

New York 

No. 4 

Moscow, August 5, 1937. 

Refer to your Wire of last month 7th and refer to 

our wire of last .oath 7th we have today instructed Chase 

National Bank London England to deliver to you for our account 

358 bars of gold total weight approximately 5001 kilograms 

being forwarded from Leningrad U. S. S. R. Wit hin the next 

t aw days . Upon a.r rival this gold please place it our depot 

With you under advice by cabl e acknowledging Please acknowledge 

receipt of t his message by wire . 

State Bank of the U. S. S.R. 

Regraded Unclassified



ODPr JOR !Ill ..... ., 

LIJS 

SEC r Etary of StatE, 

Washingt on. 

1125, August 6 , 5 p. m, 

FR011 COCilRAN. 

COD .• T 

Parts 

Dated August 6, 1937 

REc 1d 5 : 52 p. m, 

Control today yiEldEd somr. sttrltng trxough Bank of 

Franc£ and also intErvEnEd through CrEdi t Lyonnais and 

Lazard in forward franc markEt 11hErE discount has DEVEr-

thElEss widEnEd. Difficulty is being ExpEriEncEd in f i nd­

ing satisfactory "names " for for•,ard opErations . BElga 

undt r hEavy prEssurE . BElgian officials sElling Swiss 

francs but not y iElding dollars or stErling with rEsult 

that bElga i s out of linE with thEsE two currEnCiEs. Paris 

BoursE rathEr good, Slight r isE i n rEntEs but not vEry 

imprEssivE , SEvEral banks which f EEl obligEd to accEpt 
ODE 

s omE of thE TrEasury's nEwjyesr bonds as rEimbursEmEnt of 

thEir maturing GErma in Martin bonds arE alrEady offEring 

thE DE W SECUritiES at a discount , 

F'I:"Al!CIAL NE'!iS London today carriEd an articlE from 

its Paris corrEspondtnt on BonnEt and thE FrEnch budgEt 

which concludEd : ''That llonsitur BonnEt is doing his 

utmos t -- t hrough thE tinE-honorEd EXpEdiEnt of chEap 

monty 
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LlJS 2- tro. 1125, Ausust 6, 5 p . 1n. , from Parts . 

monty -- to gEt thE whEEls of industry rEvolving I'asttr 

ts illustratEd by thta WEEk ' s rEduction in thE bank rat£ . 

And hE is thus aidEd by thE aEasonal influx ot' tourist 

monEy and incomE tax collEctions -- also prEparing t'or a 

rEvival of confidencE in thE currency and national crEdit 

which would of courst grEatly simplify his task . WhtthEr 

that rEvival of confidEnCE will maturE rEsts largEly with 

thE Socialists . It' that party should succEEd in staging 

a "come: back" a: thE End ot' t hE SWMI<:r t ht n undoubtr.dly 
a 

thErE will bE/rEnEWEd capital Efflux and all MonsiEur 

BonnEt ' s Efforta will b£ nullifiEd . " 

BULL ITT 

S!.!S :EilB 
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!lte toll"'-C t. • calllo ........ .a:ac-• a, lm ...,. tile~ 
, .. _ 111111r: e1 ._ r.n: tr.. tlle "•'•.,.. at Ule e.s.s.:a., ••·-~ 

•aet .. \o -,wz ortro ot l ad -\11 ?\II ..._ rei• to _. 
...... at laet -u. ?tll ...... ~ bdneta CllaM 
Jatiaal Jlllllt 1=«• .,1..._ \a Ull'Hir to ,_ tw _. 
..,_, aa ~ at ,;ol4 t.ul ••1«1>' ..,..._s.ateq 11001 
kllena• 'bobc t-.rda ,._ ~ o .s.s.a. '111.\lda 
tbe Mrl t• ..,.. Up. ..,.hal tllle «olt pl-• pl.Mo 
l\ ear 4epot witll 7• ...._ .. wtee 'llir •-lo acU.let«tac 
Pl-o ......._l ef«o r.eetpt ot thb -•ar• 1117 wire.• 

'!'1M a..,._eUneol pl4 hao a ftluo ot aporost.atol7 $11,600,000, 
u4 '"" wtl l olleerft ,._ tho •-le that U to aet to lie oolt llat ._IT 
bol4 ••• eon.rk tor tho Stdo 11u1t at tbo ,...-.1 ... _ 1111111t til a­
rm. 

u thh ta lllo tlrat olllpo-' ot nlt Uroe\lr tr.. llllnt& dace tile 
hotltutloa ot atroet rolaUoM lletwon tile State liNJI: ..._ tile ,..era} . 
........ Jlllllt at .. r.n:, - ... 11\ ,_ wtll ......... tilt• -u- .. 
U.o aUnUn at \lie SOOY.tarJ 1lp01l hte rotara. 

.J..S 
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CCI'r ,.. Ill ••• ..., 

CA 

Secretory of State , 

W~shington. 

1134, August 9, 5 p ,m, 

PROr COCHRAN 

Gr ay 

PARIS 

Doted Aug. 9, 1937 

Rood 6:15 p ,m, 

I o.ris exchange mo.rket slow. French control bought c 

little sterling at 132 , 82 end sold some o.t 87 . One Paris 

Amoric:~n b~mk bought $400, 000 for control o.nd Lazard exe­

cuted somowh~t s imilar ordor . Bolga still under pressure 

o.nd florin weaker . Offer of dollar s comos principnlly from 

Now York and J apanese , French press carries r oport of 

criticism by House of Representatives Banking and Currency 

Committee of administration' s gold purchase policy. Hnvro 

cotton pooplo who nre anxiously awniting American crop re­

port b:lvo. rumor todny thnt nogotio.tions for American loon 
\ 

t o French railways nr c progressing satisfactorily. Their 

Paris Ar.~erico.n bonkers hnvo tried to discourage such 

optimism. 

French rentes are up 1 to 1 . 50 frnncs with Caisse 

selling some to prevent too rapid rise . General market 

atmosphere better. These improvements due principally to 

week- end political speeches by President Lebrun, Cho.utemps 

end Bonnet, who quoted nresident Roosevelt as recommending 

to him 

Regraded Unclassified



• • 

CA --2--1134 from Paris Aug 9 5 p . m ••• 

to him ~s he l oft tho United Stntos that he balance tho 

Fronch budget, emphasized in n conservative and effootivo 

address the steps which ho is taking townrd this end. 

lie urged the need for economics, patience and calm. 

B~L~ 
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RB 

Secretary of State 

Washington. 

, 

GRAY 

Paris 

Dated August 10, 1937 

Rec •d 4:14 p . m. 

1136 , August 10, 5 p . m. (SECTION ONE) 

FRO!: COCHRAN . 

18 

Fr ench c ontrol acqui.red quite a few pounds and dollars 

today. Dolla r became more bid from New York in trading. 

Belgian still yielding Swiss francs and dollars to support 

the belga . Forward franc bid without any official inter­

vention 1n Paris . French rentes again gaining and Caisse 

selling to prevent too much rise in a market where the 

turnover is not heavy. Latest statements of Swiss National 

Bank show decline in gold and gain foreign exchange holdings 

According to press reports Chinese Minister of Finance 

Kung yesterday signed a financial agreement with a group 

of Fr ench banks in Paris for the grant of a special credit 

wi th the object of increasing Chinese reserves of foreign 

currencies . 

Press report from Romo on the occasion of the return 

of Suvich denies the rumor of forthcoming loans to Italy 

to be launched in the United States . 

BULL ITT 

SIJS 

NPL 
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RB 

Secretary o~ State 

Washington. 

GRAY 

Pari s 

Dated Augus t 10, 1937 

Rec 1d 4 : 30 p . ~. 

1136, A~st 101 5 p , m. (SECTION TWO) 

Althou&h Paris market and most European ~inancial 

press have reacted favorably to Bonnet ' s week- end speech, 

a suggestion o~ caution is contained in an editorial in 

the LONDON FINANCIAL TIMES t oday which concludes: 

"Clearly, ~inancial regularizati on on paper is 

not enough. Until t axes arc collected, l oans raised, 

and expenditure cut made effective the situation is 

tho same as before M. Bonnet began his addition and 

subt r act i on .• This tact has not escaped the shrewdly 

r ealistic French capitalist with his hoards over the 

water as is proved by tho small r eturn of capital that 

has so far materialized . It is all a mat ter of confidence 

which unfortunat ely t ho Popul~ Front Gover nment through 

all its permutat ions and cot.tbi nat i ons has not boon signally 

successful so far in i n spiring . Excessi ve soci al reforms 

may have 

. ,. 
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RB -2-#11~6, August 10, 5 p .m. SECTION 
TWO t'rom Paria 

may have been ended and the popularity even among the 

wor kers , of the forty hour week may be in question but 

t r nde union irresponsibility remains , The return t o 

f inancial orthodoxy is a declaration ot' faith and welcome 

as at ated but we have still t o wait for i ts et'fective 

applica tion11 • 

END 0~ 1:1 ~SAGE . 

BULLITT 

Sits 

NPL 

20 
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Sbi• 1• 1D .,..,_ to 7fNZ 1Dqu.1q ••• JJT'n« tba -
_ ._ r-UT ~ 1D t.be pal)U c prMa 'lri\h ,.. ..... to \he 
&lftai~ for the -\h of hil:f, UIS' , u s u.4 'lri\h t.be Willlt 
for Jul:T , 19311 , GD \ha baA• cf 4a1l7 'J:'roe··v a\a'-\o, 

!!beN IIPJl8al'o to be - m1..-...ton41n« about tho • r 
ter omd, th_tb,.. , t • t;l.ad to haft \he oppo'l'\Uillt;y of INblllUln« 
t.hiam~ 

u you Jmow, U hM elW1;"8 b- \be praotl.oa of \he 
OouJ'IIIllenl to nt;lll'l1 \ha d1tf-• be'- 1\a ,....lp~• M4 41~ 
~h. 1ncl\l41alfl .S'*'ns fuD4 end a."' .,.,.u-,. ,.._­
....a-a ,....1ph, blot .ol'*n« o\bu> dob\ u.n..otl.ou, .. tho 
Oo;w •'• dot1o1\, tbe\h<llr oollooUCIIll dooooo1W 1D .,._1'¥1A& 
flal4a (IIUdl .. u.. Jt.'l , o.) - da1wrM4 ,_ ., ,,._ or .,.... 
1M4 oa ~ph, t ho otf eo\ on t.be dot1ait h s--Mi~ \ho -· 

'!be \RnMO\loea of tha Oo;w n\ .ro of ~a 00111>1• 
1111d ... .n.a nawn \l~nt u -.J.d be rl~ t..poaa1b1a to red'•• 
\ho :report• of r-1ph iUid a:perullturoa to ta10h aia!Ple f ona " ' 
'1111'1114 - '* to be lNiftdiq -undc'atood _. all, 'lri\hcU.t, at 1-'• 
J&_iAf:- _...,_ ~·1• of \ho ftJ'1tu f.....,• l.aft1..,.., It 
wol.lld, ~. bo ~- .,.,.. 41ff1CNJ.t to a.n .. a ~ of a\a~ 
_, wblab aCNl.A _ , the 1Dd1Ylctual '1'1- of ell, 11.- 1t ell \be 
f anon Nl4 Jl&'Obl- 1Dwlftd 1D oo.pili.J~« \he WlT ""-' of 
t.be lln1M4 "-'" ~ _.. ~ .a.nto.a • tba pal>Uo , 
U h c1ou])ttQl wlw\her hD pa-. -tel be 1D toW 111#111 t .. 
to font, ~-. IID4 U.. ponlCNlu V..toen\ to be aaaiJ'UI 
0&1'\a!n 1~. 

ro:r bot_, 'lbllo - ~4 -toad t lat \he -
dollar 111-u be Clb• p4 u en tllq)eD4l ~ * tt..H 1t U nlled 
Oftr U.\ 8MT tt..H 1D " ""1'1'111« fiUI4 fbr 1-o, ....,..--to, 
Nld now 1-, "- - o\lle2'o 1lbo -t4 .fu.a\ u ,.....,_ • .,,. Mia­
\a!n that ..-. pnoUoe ~4 \ell onl.l' to pe4 \bo toW ~p .. 
11114 ape41~ of \he Oo uw- t. Of --· tlba a 1 "·• 
oJ'881l1MlioD .. Uquidato and baa 1111 llle\hol'ltr .. .... 
turiber looM, u.. '1'1.-polDt abancM. ... h \bo IIi .. , ... .. 
...,_Cib w WILU ow•• wny - wUb ntljiOOt to \he ._ ... ,.., .. 
l'Sn•oe CDIIpOftUCID u ...U. M ell o~ ..-! ....... ,_.., ~ 11 
tho ~· ~4 _. lacl-.. loe •• , .. tiMI •U..U..a tw 
~• ~ ta10h flmdo 1Dto tu c••••e11u4 ot \be 'llrru..,. • lllr 
ool.l- - lph, \he !'ll -,would &mp \he PI II t,... 
.....,.. tor bandlln« we •ll..U- • 11 'wa to t11o - lellP 
laUoa Mel \he ablnp4 ..UUoea rooultlllll tt •-

For ~ II ;IIIla\ J'ld'_, ~ .u- a 1$0 
...Uoa of pap • of \he WlT 1'1 .,., ... ._. ot ~ Ill , 
1U7, abodac ; rettw :ullpk aD4 1 e "-. t•htq• u. 
liM~, lHP1 

·. 
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2 .. 
COMPARATIVE ANALYSIS OF II.ECEIPTS AND EXPEl'iDITURES 

ltl1. Y II. lUI 

OEX&a.AL AXD IPECLU. .&.OOOUKTI 

--?.:"" ..... -1.-. IAI ......................... . ...... . 
MbnDt • .......... ..._ . ......... ........... . u_,_. -'ttl_, ~aa _____ ___ ········-----· 
,..,.. ~ 8od&l ~:1 Ad . ............ . 
'l'u• _.poe curltn ud. t.belr eeuplo,... ....... . - ·-----· .. ·- ----------------..... -------,.... ..... ~-~ ol o.wer..-\-ow1Md MalriU.: 

Prlodpal-lonip obllpt.soa. ............... . 
l • weiHOINAp oblipUou •••••• •••••• .,. ...... ----------------------------­,.,.._. C&aal ~ece ....•.. ...••.•.•.• . • .. lea------· ..... --- .. -.-·---.-------ou..r • ....,.. • .. ......... ............ . 

TN! _ _ _ 

,.. .... _ " ............................................ . 
&t~ fila~-·-···---------······ ... . 

tN.tniO 
loW, Ill 01 

t.M&.tu.l2 
I,M1.ot7. 11 
l,tH.ti L fl 
2. •· n-.n l:t7, »a. .... 17 

22, .... LI1 

1,111. t TL II 
1.2N.ON.O 
.. .... 111. u 

at.l:o.Nt.a 

Ca: .... ........ -
ut.lto.SU.M 
200, 109, Ill. 21 

::::::::::::::::1 

U. Ill, t.JI. 48 
11. 114,. tk 18 
• &. uc. aeo.. 71 
17, 127, 1&.. 10 
l,S8t,J57.~ 

111. l7l 81 
6t, tet. Q •. -.~u 

2.10'7, IN.~ 
l. $182, 001. &.1 

l, 7419. 93 

' 1, 202,1M. 7C '67,tll,.tn. l6 
'1,210.,241. 71 • t,US,717. 67 

tt, a.ar. 915. 11 
,.. .. 144.64 I 

'f41.2Cf.21 

• na.. an. nt. a 
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u 'IUl - ..... - - ~ .... · - - ... 41on41lt ,., ~. lnf , ~ $311,000,0)1), u e e1 • • $la:S.OOO,OOO _., 
.n.J.,., 11311, • '-• ., tu'l.oco.ooo, ...w _.u- ~ 
.-.- ,..... $Cl7,ooo,ooo ta IUJ!r, 1131, "" tea,ooo.ooo ta ~. 
1.937, ~. '-"toe t1l t:la..OO .a:n 1MI.>dlto tc:l,ooo.ooo tw tile 
o\~ .._. ._, """ ~.CX'O,<rt' fbJ' \lu Miln~ ~­
-•. Mlt<c or C!<ll wl"<< 1J> IM r t8W... l •.ol ,...,..., tt al• 
uoal-o " Pt,OOO,C. 1,_., 1a tM l'lrtt<ld R"'l " -,. or the 

c,o........,.,, lllp].-·· .. "- n.~.. ~ "'J>'!!ItU•-· -
""' - >1 -t:r ""'· --u.nr; l'ri*JlallT -·"' ~"'-· '-"- .,_ m .oe1,ooo "' sa .~s.ooo, ,.,. .. u- - t~or 
oili&.UC~C ,ooo .r \b# f3Cl.ooo.ooo tn-.. b ...,...,.u...,., ..a ..... 
vWnlT ••~ ""t 1a th• ......,...,.,, 1!'\U.:r --•· 

" • J'll"lM11,"" tnr,t rlff'Ml'V" tho "'!Jo\nt~t, bow....-. uoe 
._ ,._,t....,\ion nn-.t CoJl'0,...\1o" •114 tho ConootUt;- crot\H 
...orpo.ret tt'ft. tn •"'"-1'· 19='!1. \ b lt'tllt tw "1Dn' ~• oc:wld.n.e4 ~ ftli:'OJ•• 
riJI>~tl of ' .._.,. ()"'~' ,0. ... , oor-..,..4 d.tb M .-ro&•• ot t'~\e 
o • ..all ~.CX'O.Q"O 1D .l>lly ~ tbl• ,....,... '!:1111 h a Ucl.l.u or 
.,.._,()._ .0011 b aet ~Xtt•, am.. o t ~. \be ~1ft 
~· 11ltll """!' ot to tohl - es- •.ftll ' "- . .ncu r ... l't!l,'l'. 
191). ""' l \IIT. 19"!0 , .-. td'f-et -~. 1:.-.t. "" .... -
_..... .. In .....,l'Pln(: ,_, """ t '>• .__ I Illo ~ u lNol , the -

pm.ll....,_ ICJ' h.'!!, a3l', - · llwo ""- Oftllr 13' .000.000 -
........ la JUl¥, l9:;G, - --ell flop .to.l.•. 1137, Wlili-..­
...aJ,OUO, .AlO, WW&l or tae.coo,ooo • 

.u.~ tll£w 4li>"IU"' \o \o - - -·· ._..__ - """ "'«the d~..,..,. or U.. u nan tv 1VJ:¥ 1a Nl.oUoa 
1o u.. oat1Mte4 t enon ro~ tl» ,._, I do DOt ~ _ , 
- oaa - do lht.t u-.. Co•tJtW>t 1o &lftaU for 1VJ:¥ io ..-...u, 
411- \ rz- ~hat p!llol.l- 1a ~ <!li&lF 'fl 1 __ ,., 4 
A l&IOJ' !'1- 111 W o - I w01 oN!utu too .a.- ..., \hit 
1111W14ero\ar.J.lq, 

~ ftC!-811 rtp.Q'D8n\ G 1ft l"uJ:r t 1,3&, 1a tb• AOCIIQU.P& ~ ... 
_ ,,....,.lon 1'1- ro,. .... tloa, ., tho k tlo ot CI&UT '!!roo­
... - ... _,eo!"' $1.'115,!11'a,l!?4, 63, -.u. u..--
_,. ,. .. IUJ!I, 19:9f Wl"' $18,m.,11311,.so. , ~ of ~.IOl,ca,or, 
\'111t utr_.., 1o ~•• to too _, JOint, r--" la 
IVJ:¥, a :.;, or ·~-tnJT $!1a,O'.O,O"' ,.... r"'"-t ot p..,_ •""*' and .....,tbl ..,,,. o~ lrJt:o - , ,..,., ~001 ca4 -. 
..,--raa. ... ,.,Ml.T .000.000 f'ron zw_uoa •\.e ot rdl.ro"' lew , alw of 
~10 .ozb l.ct1!Jdft)'llt.1ti!'Q ~tiH, ... o\Mr "'I'll-• tnaP 

. o-ttoao1 \llu ·-In!: fb!o ~- $111:1,~'0,0 o or u.o 4:1U.~,il00. 

I• tho~" l!:ootl1t .,.,.,...... -'* the -· fll 
..-r .. la .to.lt.•U311 • ..- e. tsT ,21.'J.J113, u a zA tilt~~ 
.;1~.eu. La Zd.7 o~ w._ • .,..,.. • ' 1 c•-. ta-- ....-.,.. o~~ 
4M.OU,u t. '11lo .u.n- 11 ·- tw _.ca.. wo fll 
6'1'0 .000,0 o of wu..- - "''''• -" A, la hl.¥. lJIW, u4 
•• o lY .. t ~ tho ~t t1l - "'"" 1• - iA \be rtooa<l ,......, 
~~11ril:r '"" """'""...uoa _,, ,.., _.- t.a ----·of 
.-~,;>to - ""'))01>41- "" - - ., - dl\llT -- _ .... 
_ , , ~' 1110 top,oi\.o - .,, oo- .,. \o -.bla \be ......,. 
1ll'ft' 14 ,. UlllW ftohe .. Uen~ .a.. dl r 1R1• ol •• ....._ 

AOtiOllt, "- haft - ·- too - IIU ._ ...... IIU .._ 
I!Oel\o tlowt.ac ~ tho _,._, , - at a lllll.._ ""U... 
or .,..., , " o.tt·- too tba 0....••'- of -to M4 lllpod\o 
tor _...._ ...a 1a.-.... - •-. \be -uac ­
- • of IOIUSAl 1'--

._ W1J" !'.1 ; ..,._. -.. • Dip a 1 w • .:; • ,.. 
......... , $JO.J,a,ftP, Ia J'/q, ltliP, ............. "'"' ~~.-. 
la ~. ~. - 1 - "' $:10,tel,OIS, •• 300.00.• ., till• ... 
- h 1a .. ~of AclrleG- . -'lllllcpr'• etpo!J;r-
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.,. f- """* • - _.e!U.. _, ""'~ P4 7 ... ...... .... .. ... ... ,, .............. '"'"-

.. _..,.- .. DlpG1 • ., .Aolrl.-1...... ~ --" 

fW 1aft-- -·- ~..,.... 
v • •• - ·-~..-.. t3.ClO,OCO, -1'"~ 

.... , ........ _ .. --..u --·-- 'r 
\be lloru--·- ill~. u:w, - d&lar --'" _,.- It' - l'l>ot 01'f1• --at la ~. U38 ,_ U o oe 
_,.., oUh \be - at tho lll>11e4 - - - l'afl- la 
.,. JJO•Ial 4otl1a1-. 

1'llo ~ h -w tor 11r- ,...,, ""''· "" 
~4 wUh lae1 ,...,, a-~ 1M- _,at -. 
h ,..o4 1IY the Dlrtoloa at Dhbur-1 la ~ won pelt 1a .NlTo 
u :w. 

- "General' Olq>OD41- (ted'' "' 'nt: ~\41°) fOl' 
hl;r, l.ll37, owe t:l3? ,000,0CO, u ~ oUh 4:l161 ,0C00000 1A 
l$35, .., l.nareaoo of $88,000,000, Of ~~ _,., ¢*1 ,000,000'11 
..-..1&1AI4 &)oft. $:1>.000.000 ol \bl a hhc .. ,(1)0,000. 11 *-
t.o the t.ranst'M' ot the CiY1.1.1aa eoa......,..u .. O.rpe tna the ltJn coW) 
oa4 ..Uat' cil&ollltln Uaa to \be •-.,.• olooolt1oo,Uan, Tau ore 
! ..Ulor with \hlo ..,.,_ of olaewll\ootia la \1» ~t. 'a>4a, 
\11. ... ""'.., s-..., sa.ooo.oco"' a..,. _..,.."""-; -..-. 
.,.4,0 Q,OOO 1a la1- 1; \be bel-. lo )ll'laol.pellT ... _...,, ., 

hid>- • ao4 rift!' !UI4 lw1>0l' - · - ~ to a...,. 1a 
Gla.ooll\ """ "" hoa '!'Aooft27 ..a lleU.r" to "c-.1 I, 

tlth "f'- to - -..1 !l""lioa at Jllll>l111W1c 
tho noolr h !UI4 t<Epell41'- of' 1~ ~. -......1 .,..._, 
..... - 1a tho 4111,~ _...,. ""''-'· otforilft J'Ol:ll, 1937, 
TOIL pi'O'bnb~ Mw,....,., - -rol>le"-to ""'*"""'« 1a­
pu)Uo -· """"....W.C -.., .,.._,, OM of tho ~· hn4 to 
<lo wi th tho ~lac of oor1tll.JI _ _, trMooaUo,.., "~'""""'" 
~ - •• oet uUe 1n tho ol ll-nr,ot ,._ -..t, the noll• 
rao4 nU-t aoaaunt, Mil the --..1 Oo•u -t -..1_.' 
N tl-1 f',a!o. It h foU that -.4 loodi:o~ TO'oftlOO ... 
' 11.1"' th• t - u ... l>o l.nclv.ao& 1A --w _..u....,..,, 
but 1"4' .,... Joopt 1A s ,....,,. - tw ....,. l 4eatlnoMloa, 

Ano\ber ~t .._ NlA\ee M \be hr «1 'ac ot ,... 

,...lYilol: t\U,o, !:lie• -- - - -1ecl ,_ oll ·­
tlm4o fJ04 ~ 1a " _,. P"NPo with a --'" aet -total. 
ta aoatorait:r wlt c tt. 1oat;--..l>Uobe4 ,., ... u .. -- a JWml• 
11h1Cih t lloll1rro to l>o 1a with ~ 1-.1 a\atl>a at-
1\.D4a - - l.bo noa .. on - • !M\ lt\ate. 1 ••• • CI'O'' ,.,.,....,. 
l aoa -·· · 'llu.t 1\ io ~· to .... ~· - czoao ..... 
Ot1· ' ' roM. r 8JUvw\• moe rti!)OI'"' 1A .. MU • tour t4 the 
Wl;t ~ •ta-t oo \hat h io a1llplT a ""'- ot a l-Ia 
t.o J'l'lt \he ttpne 011 a &1"0•• 'bd1a . l'lw\ UWire 1• aUU abO.,_. 
altornaUn , ....-lTo to pal>Uah lila~ Oil \!"' pn-t not baal.a 
( !Oippl-\e4 117 ,.,.,._uac .-.-J.oo of czooo ~to ..,a ._ 
- h " " at pn-t) 'llu.t to 0 olmt1le" tha f1ll\trM '~~"'* 01114 tonh 
~,,.. .. - 1)1h - _..,.._, d• Unc _.. Clht>thar lila 

I 
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RB 

Secretary of State 

Washington, 

CODAT 

Paris 

Dated August 11, 1937 

Rec'd 3:02 p . m, 

1139, A~~st 11, 4 p , m, (SECTION ONE) 

FRO)' COCHRAN: 

At Bank of France this forenoon I was informed that 

French stabili zation fund yesterday gained one hundred 

twenty-four million francs of foreign exchange , Since 

July 1st tho fund has acquired on balance three bHlion 

four hundred million francs of foreign exchange , Total 

of assets i n fund as of yesterday was nine billion nine 

hundred sixty-one million francs including the above amount 

of foreign exchange and revaluing on a forty- three mil li­

gram to the franc basis tho some four billion francs of 

gold which was acquired from tho Bank of Franco when the 

recent ohangos on tho monet ary syst em took place and which 

tho fund has been able to hold , 

Higher officials ot B:mk of France aro workins well 

with Governor Fournier but organized personnel just dedi• 

cat od a special number ot t heir publication to ox- Governor 

Laboyri o , Latter is reported recently to have told the 

unionized 
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a a -2~~1139, A~ust 11, 4 p . m. f r om 
P~ris SECTION ONE 

unionized omploycos as well os outsiders that ho had boon 

forcod out only t emporarily and that tho "will of tho 

people" would 1n the not distant future return him to 

the bank where he could complete the reforms which he 

had started, institute exchange 

· ,"hile the responsible of!"icials 

control, et cetera. 
(laughed?) 

of the bank laydh at 

this , their relations with the personnel are not helped 

by Labeyr1e 1 s remarks 

BULL ITT 

HPD 
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RB 

Secr et ary of State 

Washington. 

CODAT 

Paris 

Dated Auguot ll, 1937 

Rec ' d 5:20 p . m. 

1139, August ll, 4 p . m. SECTION TWO . 

The Bank officials find Bonnet a very alert and 

unders t anding Minister of Finance with whom they can 

cooper ate . They feel that he has shown real courage 

1n the s teps ,.,hich he has so far taken. They realize , 

however, t ha t; he has chosen the pr ooitious time with 

Parliament adJourned, with so many Parisians, including 

l abor agit ators out of town, wi th France enjoying a 

r eal l y good tourist season, and with the entire effects 

of the l 3test currency depreciation not yet tully felt 

on tho cost of living. 

l~ile tbe gains by tho }Tench stabilization fund 

have been encouraging, there has not yet been any big 

repatriation of French capital from abroad and the Bank 

of rTance officials do not look for the heavy holders 

to act quickly. The really significant sums were sent 

to !lew York to be away from Europe as well as from Francll 

and rq 
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RB - 2-#1139, August 11, 4 p ,m, £rom Paris 

and my contacts do not take· too seriously the press stories 

that important amounts or this French capital are moving 

£rom New York to London, 

Operators or French stabilizatiorr £und have recently 

boon more aggres sive 1n their dollar purchases and hope 

to continuo to acquire more thor eor so long as their sit­

uation permits , They are surprised that the British have 

not rnado moro o££ort to check tho dollar's decline oxpocial­

ly since London will shortly l>o nooding dollars £or seasonal 

purchases of Amoricnn gr Ain an<i cotton, 

SI.:S 

NPL 

bULL ITT 

/ 
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RB 

Secretary of State 

Washington . 

• 

CODAT 

PARIS 

Dated August 11, 1937 

Rec 1d 8:20 o , m, 

1139, AUhUst 11, 4 p , m. SECTION THREE , 

At t he bank I mentioned the story in this morning' s 

AGrll!C;; !:CotiO!iiQUB that a group of banks headed by Paris 

end p~ys a~o and including Lazard, Bank of Indo China 

end .•'l·anoo Chinese Bank for Commer ce and Industry, l::las 

openod a credit of 100, 000, 000 f r ancs to the C3ntral Barur 

of China at Shanghai which may be raised dVentually to 

200, 000, 000 (Reuter's report of this credit was mentioned 

in my 1136, August 10, 5 p . m. ) , ~Y contact at Bank of 

r·r ance t hought this was more of a friendly gesture to 

Kung than anything else . That is, he expects the sum 

to be entered into a speci al a ccount for the Chinese 

Do thct the latter can credit a corresponding amount in 

their holdings of foreign exchange but he looks for no 

actual disbursements to be made from this account , 

AGEl!CE ECONOMIQUB gives ample space to President 

Roosovelt 1 s denial of any contemplated change 1n gold 

policy 
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RB - 2- #1139, A\1 ust 11, 4 p . m. t'rom 
Paris SECTION THREE 

policy and PIHANCIAL NEWS today r1d1cl1l.ea the viowa or 
tho Ro~ublioan mombera ot the Houao Banking and Curr ency 

Comnittee . 

Sl!S 

NPL 

BULL ITT 
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Rll 

Secretar y of St ate 

Washington. 

CODAT 

PARIS 

Dated August 11, 1937 

Rec•d 8:35 p . m. 

1139, August 11, 4 p . m, SECTION FOUR 

Paris exchange market qul et , J>rench control yielded 

somo st erling at 132. 87 and a~parently han acquired no 

fore i &n exchange dur i ng the day, Bank of England reported 

to heve sold some dollars . Belga offered against dollars 

and continental currencies other than French franc . Cassel 

of Brussels reported s~ipping gold to New York, French 

r entos uneven. Understand that recent purchases thereof 

havo been almost entirely by professi onal operators who 

f igure that the new rento fund ean not afford to let tho 

secur~ tios decline and will ovontually push thom up so 

thoso speculators will have a chance to unload at a profit . 

Co~orcial interests hopo for another reduction in official 

discount rate, On this point Bank of Franco contact told 

mo this morning that much of tho toroign exchange which 

thoy 
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RB - 2-#1139, Auguot 11, 4 p . m. SECTION 
FOUR From Paris 

th~y had recently acquired had boon brought back by 

French business pooplo who, with tho local money market 

tight, had to sell foreign oxchango to got the francs 

which thoy neodod. To oaao tho interest situation very 

f ar would ther efor e likely work against capitol r epatria­

tion. In t he same way, boost1ng r ontos too actively 

boforo gonor ol f1nonci ol confidonc~ is rostorod would 

givo investors cash for trnnsfor abroad . 

SI!S 

NPL 

END OF MESSAGE . 

' 

f 

' 

BULL ITT 
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,.IOCAAL RESGtVI£ 8ANK 
C# HEW YORK 

· ~•,...·<= CORRES PO NDENCE 

C~NFID~~TIAL PIL~S 

D. 1. Cou ron 

DAn A\lCillt 121 111!7. 

SuaJo:CTo TILVl!OU COIIU RSA'ti OI WI TH 

I!AI'fK OP EBGL.AID 

I phoned l r. l!ol ton a t about ll • · • · and inQui red a bout 

t tle ~rkot 1n &ener al and &!.ked i t b01 could t !U'o W any lit:ht on two 

&old s~i;aenta t otall in& alout t~,ooo,ooo conai gned by s .. ual MOntagu 

Company, London, to t he bank ot t he Manha t t an Company, New York 

steamer s Wes ternland and Rot terdaa . I menti oned t o Mr. Bol ton 

tf\U thl a was Quite a larce aaount 1n "f'1ew or the r ecent .. allneu or 
t he told carket and i t aeeaed a t r anae that alow boata wer e aeleet~ 

while t aster boata could ha"f'e been uaed . He aa1d that he had h.,rd 

tna t n ,ooo,ooo in P.uaaian pld had been t r &nllhi pped at Antwerp tor 

New York, but I tol d hi a cont 1dont1ally that I di d not bel 1e"f'o there 

waa any connection becauae we had &drlce t r Oll T.he llta t e Bank or auch 

a ah1paent to Ulo He aal d that he would aee what 1ntoraat 1on he could 

let 111 know. 

Be aaid the French aarkat wa1 aett ln& a l i ttl e aone7 but not 

howe"f'er, thwy wer e aot t 1ng a badl7 needed r e1t . He l a i d the 

34 

only teatur e in the ma rket , l f i t could be ~alled one , waa the weok.nesa 

or t be bal ga . He aaid the belei ans wer e l oai nv ~:old at t.he r ate ot 

about £1001 000 per da7 and that the troubl e wa1 largel y poli t ical. 

3e satd the Japanese were DOW entoro1n& a Yei'J rlfid control ot the 

yen, holdi ng the rate a t lah ld IDd that no tonarcl tranaaetiooa wen 

Be aaid the Japan .. e cont inuo t o aco..-late balanooa 1a 

London '11 11ch 1D hh op1Dioa h pvol7 a Wlt'l' M&lure. I aaked it he 

had had an7 deal in•• w1 th Arcect1D& on acoount of t.bo re tuodln& fd 

t ne C1 ty ot Baenoe Urea bond a as w ha4 aol.d a .all ..oUDt ot 

atarUna her e . Be "flied t.bo7 ha4 d•e aothiD&o 
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f'E.DCRAL ltaatVK 8ANI( 

f>' NEW YOitiC 

• .,-,.-c- CORRESPONDENCE DATE Au«ua t 1£, 188'7 

J S 

SU8.1KCT• t iLB?BOIB CQ5VlalSA. I O!I WITH 

D. J . C~tatron JlA!(JC 0 P' !II GLABD .... 
I phoned xr. Bolton again a t about lE.,& P••• I t old hia 

had receiYed a cable fro. t he Cen tral Bank or China alkiDI 

u a 1t •e could provi de the• w1 th • &1,0001 000 aterllnc spot, u 

t here ••• a oontlnued deu.nd on t h• tor apot aterltnc and the)' d14 

to diaturb t he Bew York - Londoa ra t e. 

I told xr. Bolt«l t hat n would ha•e to rtleaae 1old to 

our accoUDt (under t riparti t e a ar eeaent) to obt&in the 

aterl1n1, and u we would not be able to tell h.1a defini tely untU 

to11orr ow ot our· opening, we wondered ho• be tal t about taltlnl • 

£l, OJO, OOO ot gol d from ua Lomorrow at hi a toda7' • price. He aaid 

i t •ould bt per tectl7 &ll r1ent but he could ot ter ua caoo,ooo apot 

a t , .a&&e tor del1Yery tomorrow • h ich would only lea•e n oo,ooo to 

be r ealhed troa the aale or cold. I accepted bia otter at~d i t waa 

underatoo4 betwean ua thet if the Cen tral Bank of Ch1na aooephd owo 

orrer tor trte addi t ional noo,ooo we would oable h1a at ov openina 

t0110rro• to t&ke oYer the equJ.Yaltut aaount 1n £Old at tod•7' a pr1oe 
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JR 

SecrP.ta ry of StatE, 

v:r.ahington . 

536, August 12, 5 p . m. 

FOR TRE.ASURY PROI!i BUTTERWORTH, 

CO!-i?ItEl':TIAL, 

GRAY 

London 

DatEd August 12, 1937 

R~c'd 2:06 p ,m, 

OnE . Sir FrEdErick Philipps pl:!Ilo to sen fo1· r.r.ncda 

on SE?ttlllbEr 4 on thE E!U'RESS Ol' BRITAIN . HE will adhE rE 

to the itinErary rEportEd in thF. fina l paragr~ph of ~y 

475, July 15, 3 p .m., coming fNm LakE L<>uis E ·.;(' Chicago 

on Stpt&mbEr 16 or 17th and arriving in Washinston thE 

WEEk End bEfOrE SEptEmbEr 201 thE d atE Of his mEEt ing With 

thE SECrEtary of thE TrEasury. 

Tno. As rEgcrda thE Frtnch situation, Philipps said 

thc t it w ~. o moving olong thE linES hE indicatEd in his 

prEvious cc-nvErsations ; th.'\t thE FrEnch wErE now "messing 

about with thE forward ratEs" but thEy had donE littlE 

harm and 11ot vEry much good. Ao rEgards spot opErat ions, 

thEy wErE holding thEir o"n but not rr.cE1v1ng any worthwhil! 

amount a of gold •. 

ThrEE , Philipps rEfErrEd to today1 o prEss rEports 

quoti~ thE FEdEr~ REsErvE Board's monthly bullEtin on 

gold 
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JR (,ISS6, Auauot 12, 5 p .m., from London . 

gold hoardinga , in particular the str.ttmEnt that hoardEd 

gold in London "mu3t be less than fivE hundrEd million 

dollcrs", In this connEction, hE mentioned h13 Estlm ::>.tE ot 

not mor£ than 95 and not less than 75 million pounda , 

rEportEd in my 354, JunE 7 , 6 p . m., and said that hE thought 

thE tu~e hnd now com£ to chEck up on thE figurE ogc1n but 

t lr.t CErtainly it must b E somEuhot loYIEr than that of 

two month:~ e go , Phillip:~ cddEd that a pcrlulps mon: 

1ntF.reoting f1.,urE \1a8 that of a bi~.lion doll:::rs f or 

hoardEd gold throughout thE world 'l:lrl that hE ~.ntEn<"<: d 

t o l'lritE J:~cobcEn at thE B I S for confirl'.lat ior.. . 

BIUGHN! 

!'EG : RR 
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RB 

Secret ary or State 

Washington . 

1149, Au,gust 12, 5 p. rn . 

FRO!' COCHRAN . 

GRAY 

Paris 

Dated August 12, 1937 

Rec 1d 3 : 02 p . m. 

Paris exchange market extreme:y quiet . French con­

t r ol lost a little sterling at 13~ .87 and 86 . Belga 

offer ed tut Casoel said still to be operating against 

dollars with view to shipping gold from Belgium to New 

York. Harket report it that Fronoh Caisse had to buy 

heavily yesterday to hold Government securities about 
level . 

offered. 
Today rentes and other Treasury issues are all 

Latest rise in cost of l iving index and this 

woek 's increase in local transportation rates cause 

worry. Ameri can bankers in Parie tell me that French 

banks share thoir opinion that no significant amounts 

or capital are returning to Franco . 

Bank ot Fr ance s tatement as of August 5 was satis -

factory . Thor o wore no new advancoe to the state but a 

f ew slight adJus tments in two ot tho items constituting such 

entries 
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RB - 2-#llf9, August 12, 5 p. m. from 
Parie 

ontriea 0 Wi th a small gold gain and deposita down one 

and one- half billions coverage rose from 51.70 to 52 . 29. 

BULL ITT 

P2G 
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JR 

SECl'Etary of Sta te, 

\:-~3hington . 

536. August 12, 5 p .m. 

, 

POR TREASURY FROM BUTTERWORTH . 

COh?Illi!t:TIAL. 

ORAY 

London 

Doted August 12, 1937 

Rtc 1d 2 :06p .m. 

OnE , Sir Prtdt rick Philipj)S pl::no to sail fo1· l:c!Uid:t 

on SE!)tEmbEr 4 on thE E!~PRESS 01·' BRITAIN . HE will odhtl't 

to thE 1tincr~~ rtportEd in thE ftn~l pot"ogl'~9h of ~Y 

475, July 15 , S p .m. , coming !'rom LakE Louise ·,;c- Cllicogo 

on Scptt;nbEr 1 6 or 17th and ol'r1v1ng in Washington the 

WEEk end btfor~ Stptcmbcr 20 , the dot e of hi s mEEting with 

thE Secretory of the Treasury, 

Tno . Aa r tgord3 thE FrEnch si~1ot1on , Phil ippa s o ld 

tha t it w ~o moving along t hE linEs he indi cat Ed 1n his 

prtv1ou3 cc:-nversot ions ; tlu'.t the Frtnch VIEr£ !lOVI 11mEOS !ng 

about with the !'orwal'd rot ES " but t hey br.d donE 11 ttlt 

ha rm and not v ery much good. As rcgords spot operations, 

they wert holding t ht 1 r onn but not rtct1v1ng nny worthwhik 

omo~•t~ of gold . 

Thr ee . Phil i pps r EfErre d to todoy ' o p res s r cpot"tS 

ClUOt 1ng the FE dtl'c l Res ErvE Bo!U'd' s monthly bullEt i n on 

gold 
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JR #5S6, Ausu3t 12, 5 p .m., from London. 

gold hoardingo, i n part icular thE s t atEmEnt t ha t hoardEd 

gold in London 11mu3t b E l Ess than f ivE hundrEd m1111on 

dollaro 11 • In this connEction, hE mEntionEd h13 Est1.m~tE of 

not morE than 95 and not l Ess than 75 million pounds , 

rEportEd in my 354, JunE 7, 6 p .m. , and sold that hE thought 

thE tiQE hod now comE to chEck up on thE figurE ogctn but 

toot cErtainly 1t must bE so:nEnhot lonEr thnn that or 

t wo montho ago . Phill i ps addEd that a pErhaps mor£ 

1ntErEot1ng figu rE •,ms that of a b1~.11on dollars f or 

honrdEd uol d throughout thE VIOrld 'Ulcl that hE l.ntEnc'~d 

t o nr1tt: JacobcEn at thE B I S for conf1rr.tatior". 

PEG : RR 
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RB GRAY 

London 

Dated August 12, 1937 

Rec 1 d 3:30 p . m. 
Secretary or State 

Washington . 

535, August 12, 

Confidential . 

:~i th reference 

4 

to 

have received rrom the 

p . m. 

your i42, August 9 , 7 p. m. , 

Foreign Office a confidential 

l e tter which supplements the memorandum quoted in my 

394, June 24, 2 p. m. The pertinent points of the 

letter are as follows: 

I 

One . That the Chinese authorities have been in 

conmunicetion with the Hong Kong and Shanghai Banking 

Corporation with a view to settling the terms of the 

twenty million pound currency loan and that the Foreign 

Offico understands that the Chinese are likely to accept 

tho conditions mentioned in its nrovious memorandum. 

Two. Howevor, tho negot i ations have not progressed 

nearly as for as press reports im~ly and wit is obviously 

impossible that a loan should be issued during the con­

tinuance of tho present state of tension in North China" . 

Three . Retoronce is made to tho r esolution adopted 

at t ho 
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RB -2-#535, August 12, 4 p .m. from London 

at tho Ko.y 6 meet i ng of the Consortium Council, to the 

lottor of July 23 addressed by the British group to tho 

othor groups regarding tho proposals for the Pukow-Siangyang 

Railway, to which no r oplios have boon roceivod, and in 

th1s connection it is stated that "on tho 30th July an 

agroomont was roached botwoon tho Ch1noso Government on 

tho ono hand and tho British and Chinoso and China Develop­

mont ?inance Corporation on tho othor for tho issuo of a 

pounds sterling three million loon for the Canton->leihsien 

Rnilv:ay, and on the 4th August a second agreement between 

tho~inese Government on the one hand and Chinese Central 

Ra ilways and the China Development Finance Corporation 

on the other for the issue of a pounds sterling tour 

million loan for the Pukow-Siangyang Railway. The latter 

agree~ent contains the following proviso : Notwithstanding 

any of the provisions hereinbefore contained, none of the 

clauses 1n this agreement shall become effective until the 

proaent consortium obligations, which are now the subject 

of discussion between the governments concerned, cease to 

bo binding on the Briti sh group" , 

I have also been given 1n confidence copy of a letter 

addrossod by Padfield of the Hong Kong and Shanghai Banki~g 

Cor poration 
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RB - 3-#535, August 12, 4 p .m. from London 

Corporat i on to Kung under date or July 30 together with 

the latter's reply of August 3 whioh are quoted verbatim: 

"I write again you this letter for the purpose of 

placi ng on record what I understand to be the conclusions 

to be drawn from the recent disLussions with Mr . T. K. 

Tsong. I should be grateful if you could confirm that 

the followin..~ accurately represent your wishes and inten­

tions : 

(one ) TI1o Chinese Government contemplate.approaching 

tho London ma•·ket through t ho Hong Kong and Shel'lgl:lai Bank 

for the i ssue of a sterling loan for an amount or nmounts 

up to pounds sterling twenty million in all, such loan 

to be lmown as the Chinese Government refunding loan of 

(two) The proceeds of tho loan would be paid to the 
\ 

Cent r al Reserve Bank of China and held by it in sterling 

in London and used solely for for eign exchange transacti ons 

to maintain the stability of the Chinese currency as at 

prosont established. 

(three ) Tho Chinese dollar counterpart would be 

usod gJ'odually over a poriod for tho redemption of existj.IUJ 

domestic 
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RB - 4-#535, August 12, 4 p .m. from Londa 

domest i c bonds . 

(four) An adviser to the Central Reserve Bank ot 

China would be appointed 1n consultation with whom the 

forego ing disposition of the loan proceeds would be 

effected . 

(five) The security 1n r espect of principal and 

interest would be the entire revenue of the Chinese 

Maritime Cust..,ms Service after provision for all e;:ist­

i .ng charges . 

(six) The administration of the Chinese Marl~ime 

Customs Serv~ce shall continuo as nt present constituted 

during the currency of loan. 

V;ith r eference to the foregoing I have to say that 

the Hong ~ong and Shanghai Bank would be prepared, subject 

to tho security referred to under paragraph five above 

proving adequate and to thor o being no objection on tho 

part of IUs Ha jesty•s Govermnent, to give favorable con­

sideration to the issue of such a loan provided that the 

current negotiations in r ogard to t ho consortium have 

removed any obsta cl es on that account to such a sterling 

issue . I t i s understoon of course that the actual timo 

of issue and tho terms on which the loan could bo place~ 

would 
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RB -5-#535, Aueuat 12, 4p .m, from London 

woulu have to be governed by the London market conditions . 

I am sending a copy of this letter to His Yajesty•s 

Treasury and to the Foreign Office , " 

Kung's reply is as follows: "I wish to acknowledge 

the receipt of your letter of 30th July and to thank you 

for the interest you have taken in the proposed loan in 

London. From time to time , Kr . T. lC , Tseng and Doctor 

P. ',/ , :-uo havo reported to me the conversations they 

have had with the officials of the Treasury and of 

your bank regnrding the matter , In gen~ral their r~ports 

cor1•espond wi th your observations with the exceptil)n 

of Article fivo which they understand to be that the 

Proposed loan would be charged on t he cnstoms r evenue, 

rMking irmlediately after the inte:.•nal consolidated and 

rocov~ry loans of 1936. 

I assure you that I am to receive your understandin0 

of t hese conversations and that tho matter will r eceive 

my careful attention" , 

In the course of a conversation Sir Frederick Phillips 

r e1terated that irrespective of future developments Chines~ 

cr edit in London had been unfavorably affected by recent 

events in North China and that neither the proposed 

currency loan nor the two proposed railway loans can be 

effected 
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RB -6-#535, August 12, 4 p .m. from London 

effected unless market conditions prove favorable and 

that the pr esent situation in China is likely to havo 

an adverse effect on them for some time to come . Phillips 

also said that the Chinese had been losing "a fair amount" 

of sterling; that i n his opinion they could hold their 

currency under present conditions for several months 

if they wishe~ to do so but that if a roal war cams 

"there is no telling" . 

I gather that similar communications have been given 

by the r or eign Office to t he French and Japan~sc r)pre­

sentatives . 

BINGHAM 

HPD 
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CODAT 

Paris 

Dated August 12, 1937 

Roc •d . 7:45pm. 

Secretary of State 
• 

Vlashington, D.c. 

1152, August 12, Spm. 

Department ' s 423, August 11, noon . 

Cochran obtained following information at Ministry 

of Finance t his evening to suppleme~t my 1148, August 12, 

4pm . 

The Fr ench banking credit to tho Central Bnnk 0r 
China in immediately available and runs for ono year . 

The charges therefore are explained ns follows: thry 

interest Vlill be at one percent abovo the current dis­

count rate of the Bank of Franco with a minimum charge of 

four percent and tho bnnkors will receive a commission of 

approx1miately two thirds percent . 

The officials consulted at tho Ministry of Finance 

gave the same impression as that obtained at the Bank of 

France and se t forth in oUl' 1139, August 11, 4pm,. in 

r egard to tho purpose and real significance of the 

oporation. That is, tho cr odit i s solely to bolster 

the backing of tho note issue to tho Central Bank of 

China . It is stipulat ed that to the extent to which 

the credit is drawn upon tho borrowers must deposit a 

pledge 
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1152, A\18Ust 12 , 8pm f'rom Po.rie . - 2-

pledge of s ilver 1n London . Furthermore there ia a 

aocrot gentlemen' s agreement to tho effect t hnt the 

tunds nvnilablo under tho credit shnll not be tnkon 

out or France . 

Sl!S 

NPL 

BULLITT 
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Magill : 

H , J.I ,Jr: 

Uagi~l : 

H.M.Jr: 

M: ( 

H,M,Jr: 

!J: 

H,M,Jr : 

L! : 

B.U. Jr: 

!:1 : 

H.M,Jr: 

14: 

H.M.Jr: 

14: 

H. U.Jr : 

August 16, 1937. 
12: 55 p.m. 
Hawaii 

50 

After ~ play back and for t h ~~th me they ~inally 
quit and ••••.• 

It' ll pay you not to try and handle the hot money. 

Ah - yes, that ' s right -yeah, yes it did look as 
if it was a t ime we could do it very well . Did you 
get my let ter? 

Yes (laughs) 

(Laughs) 

But listen -

Yes . 

Next time you send roe a letter don ' t warn me three 
days in advance and have me all t izzy- wizzy worrying 
what' it is. 

I didn't know that they were going to. 

Yes - Coast Guard - Lieutenant Pollio sent word over 
t hat you were sending me a very very personal letter. 

(Hearty laughter) 

And for three days I wondered what it was all about . 

You stayed in your room and didn't go swimming at all 
I suppose. 

Right, 

Well that ' s too bad; I don ' t know what they did that 
f or . 

Well anyway your letter waa very satisfac&ory. 
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14: 

R. III .Jr: 

M: 

R. loi . J r: 

Ll: 

R. I.: .Jr : 

1.!: 

H. :J.Jr : 

Ll : 

H. U.J r l 

14: 

Taylor: 

H. loi .Jr : 

T: 

51 
- 2 -

Well 1 1m glad it was . I - I think we really got out 
of a tough situation there quite happily. 

-fO Were you able to get up~ the camp? 

I - I finally got away for a couple of days there at 
one point; got away Friday and came back Yonday 
evening •••••••• 

Yes. 

••••• but I ' ve been here t he rest of the time except 
week-ends . 

I see . 

I hope - I hope they' ll get through this week-end and 
if they do I want to get away for a week or so then. 

How are you feeling? 

Very well except it ' s been hot down here and a good 
deal of a strain but I think we came out awfully well 
considering everything . 

I think so. You must have handled it very well . 

Well I don•t !mow about that but it1 s - ah - it's 
taken a lot of diplomacy at various times to get 
through alive. flow would you like to t alk to Wayne? 

Yes, and would you just send a message to the operator 
when I ' m t hrough l 0d like to talk to Bob McHugh in his 
room. 

Yes . 

When I get through. 

Yes ,I 0ll do that. Beret s Wayne. 

Bello 

Hello Wayne. 

Hello Henry. 
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R. J.!.Jr: 

T: 

H .M.Jr: 

T: 

B.U.Jr: 

T: 

B. W.Jr: 

T: 

R.II.Jr: 

T: 

n. Y.Jr: 

T: 

n.» .Jr: 

T: 

H. U.Jr: 

T: 

B .u .Jr: 

How are you? 

Oh I rm fine . 

- - 3 - -

Ah - Wayne - one of the principal things I wanted was -
I have no idea, for instance, what - what is our daily 
balance right now - our working balance. 

I've got the figures for you - 855 !Dillion. 

How JDUch? 

855. 

I see . Well now has it been - bas it 
week or are we eating into it. 

(Pause and squeal) 

each 

Wait a minute - I've got to get around to the other 
side . 

Hello - hello 

Bello 

Hello . 

Ah - we ' ll eat into it a l ittle bit to-day but - on 
account of speci3l transactions but it will act all 
right from now on. 

Ah-ha, trell what I' d wish you' d do with Bell trould be 
to send me a cable to-day, giving me the picture to 
September 15th and then from Septembe~ 15th to Nov­
ember 15th, do you see? 

Yes . 

And the idea - the main thing I want is trhat is the 
min1JDUm of netr money that we need to carry us to 
December 15th. 

O.K. 
I mean I ' d like to get it to get the feel of the thing . 
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T: 

R. l l .Jr : 

T: 
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T: 

H. LI .Jr : 

T: 

R . ~~ . Jr : 

T: 

H.M.Jr: 

T: 

R. II.Jr: 

T: 

H.IJ .Jr: 

T: 

H.H.Jr: 

- 4 - 53 

Right. 

For the first time in my life I •m completely out of 
touch. 

Well that ' s what we hoped you ' d be. 

Frankl.y, I haven' t been worrying about anything . 
But I want to begin to get t he feel of the thing, 
you see? 

Ah - we ' ll start with to-day ' s stuff and then we'll 
keep you generally in touch. 

Vlell I don ' t - I don ' t want cables every day but I -
but I would like a cable memo - bow the thing looks 
to you and Bell. 

Ri ght. 

And - ah - what you think the minimum money i s and 
then - you haven' t begun to find out in New York yet. 

No, we haven ' t done that yet . Burgess has been away 
you see and we thought we ' d st art fussing around with 
that this week. 

Ah-ha . Well what are t hose - the last March 42' s - what 
are they selling at now? 

Ab - par 18 to 20. 

How much? 

Par 18 to 20. 

Ah-ha . The market has sold off the last week, hasn ' t 
it? 

Yes - ah - mostly in t he long bonds. 

Ah-ha . 

But they turned on Saturday and they're acting all right 
to-day too. 

I see . 
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T: 

H. U.J r: 

T: 

- 5-

It was mostly the dealers switching their position 
a little bit. 

I see . 

There was no real liquidation. 

!:4 

No, I don ' t want daily cables but I would like to have 
one now. 

Ah - we ' ll get it to you this afternoon. 

Yes and then - ah - so I can get some idea how much 
new money - how she was running . Now on the Japanese 
thing - ah - did they send us all the gold they said 
they were going to? 

Ah- yes - they ' ve - i t ' s slowed up a little bit 
lately. 

Ab-ba . 

Ah- there 's only 13 mill ion- ah - that we know 
about on the water at the present time. 

How much? 

13. 

That makes a total of how much? 

It will be 143 which they sent here . 

143 . 

Yes. 

Ab-ba. Any more coming? 

Ah - 13 on the way and nothing new reported. 

I wish also in the cable that you' d give me an idea 
how the people there teel about this Chinese-Japanese 
show. 

Ah - perfectly dreadful. 
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R.!.l . Jr: 

T: 

!!. li .J r : 

T: 

R.U.Jr : 

T: 

F. .!l.Jr: 

T: 

R. !J.Jr : 

T: 

a . :J . Jr: 

T: 

11 . !-' . Jr : 

T: 

H. ll.Jr: 

T: 

R. ll.Jr: 

T: 

R. !4.Jr: 

- 6 -

Is that the way they feel? 

IVbat? 

I say how do they feel there? 

They think it' s perfectly dreadful . 

\'/hat are they doing about it? 

Ah - main thing up to date is making arrangements to 
get the women and children out of Shanghai and the rest of China . 

Besides that? 

Ah - besides that they put - tbey 1 re having - ah -
whatever transportation can be made available - ah -
then it ' s up to people whether they want t o go or not. 

Then the situation itself. 

The sit uation i t self looks very bad. 

They're not doing anything a bout it. 

Not yet; they ' re having a meeting this morntng with 
Secretary Hul.l and Secretary Woodring at the White 
House. 

I see . 

But nothing has come out about that yet. 

Well 1t you get anything on tha t let me have that, 

Right. 

And - ah ........ 
11ell it couldn' t be worse. 

Ah - how was the New York Times index for Sunday; 
was it up or down? 
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(Has a conversation with George Haas) (Pause) 

Hello 

Ah - not much change this last week - ah - pr actically 
none but it ' s a little down from June when you were 
here - July rather. 

Tell George he can get me off a let ter airmail giving 
me a lit tle review of the business situation . 

Ri ght. 

Suppose he gets me off a letter airmail - George Haas . 

Yes . 

See . 

O.K. 

Have you any feelings yet on f i nancing? 

Ah - no bonds . 

Ah-ha. 

And then whatever happens to fit on the notes 

You what? 

Whatever happens to fit on notes I think either - Bn7 
note would go all right . 

All right. Anything else? 

Ah-

How is your health? 

Wy health i s excellent . 

Good. 

Ah - the foreign exchanges outside of this Far Eastern 
stuff has been acting all right . 
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B. J.I .Jr: 

T: 

!i. tJ . Jr: 
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H.M.Jr : 
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B.M.Jr: 

B: 
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B: 
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B: 
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D: 

H. M.Jr: 

B: 
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flhat? 

Foreign exchanges outside of the Far East have been 
acting all right. 

Ah-ha . 

Ah - generally quiet; France has been gaining for eign 
exchange - not much but doing a little better to hold 
its own and thei r bond market i s better . 

~1 

Well let me t alk a IDinute to Bell and then to Archie. 

All right. 

Hello 

Hello Dan. 

Good morning • 

Good morning . Ah- how is the spending going -is it 
ahead or behind our estimat es? 

Ah - well 1 t 1 s a little behind and balances have picked 
up over our estimates for the month of July and up to 
date but that has l argely been due to Jesse Jones 
of obligations. 

I see. 

Ah - the emergency was of f about 40 million dollars 
from our estimate; the others ar e about the same . The 
gold was off about 40 million - 38 mill i on . 

Would you mind getting me off by airmail a little 
review? 

All right. 

I mean a l ittle review of the spending out l ook? 

All right; We sent qu.ite a report last week on the 
July expend! tures as compared w1 th last year 1 s July 
expenditures t o the President . I mean last week. 
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Well send me a copy of that . 

Ah - yes . He brought it up at Cabinet Meeting and 
asked Wayne t o give him an explanation of it so he 
could make it public ••••••••• 

Yes. 

• •• •• but when we took it over we t alked him out of it. 

Ah-ha. 

We thought it better to keep still. 

Let me have a copy of it and bring it up to date. 

All right. 

How are you feeling? 

I •m feeling pretty good; kind of anxious for Congress 
to get away. 

Yes, well take care of yourself. 

All right. Do you want Archie now? 

Anything else you want t o tell me? 

No, there isn' t much change 1n the situation so far 
as the Budget i s concerned. Department hung on to 
the Interior Bill for quite a while with a view to 
vetoing it but he finally decided not to because he 

had word that they' d pass it over his veto illlmediately. 
Everybody ' s 1n a pretty bnd temper; they want to go 
home so badly that they don ' t want to reconsider anything. 

Yes . 

So he decided to sign it. 

Well up to date I mean on the legislation he didn ' t 
pass anything that would cost us any great money to 

it,did he? 

No . 
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What? 

No, there isn't anything that we need worry about 
so far as •as is concerned. 

I see. Do you think they'll pass the Housing Bill? 

I really don ' t know. (Aside: "Did you hear anything 
of the Rousing Bill"?) Mac says that he can' t find 
anybody that ' s got any idea from it . The House has it 
and hasn' t reported yet. 
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I didn' t hear what you said - the phone wasn' t working . 

I say Mac says that be hasn' t seen anybody that knows 
anything about the status of the Housing Bill . 

Who says that? 

Jlac. 

I see. 

The Bouse bas it and the Committee hasn' t reported it. 

I see. 

We ' re all hoping that it will hang over. 

Well it - ah - we ' ll see What happens. 

Yes. 

Well i f you'll get .me off a letter airmail I 1ll 
appreciate it. 

All right, Goodbye. 

Thank you. 

Here ' s Archie . 

Hello 

Bello Archie 
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Vlell the exchanges have been absolutely inactive ; •.•••• 

Yes . 

•• • •• sterling i s holding strong and the francs , as 
Mr. Taylor said, are holding quiet; they' re not gain­
ing anything real but they're holding their own. 

Ah-ha. 

Ah - the other exchanges are not doing much; Belgium 
is inclined to be a little weak but there- there ' s 
been no questions brought up at all. The Chinese 
have managed to hold that exchange so far; of course, 
it has cos t them money; it hasn' t come out yet but 
it' s costing them money. 

How much of the one billion two is inactive. 

Just a minute. (Aside: "What i s the inactive fund 
right now•?) One billion 277. 

I see . 

now that seems to have quieted down again. There ' s 
l ittle dribs and drabs come over f rom England and 
Bel gium just now but there' s no heavy shipments and 
very nttle coming in from the market over in London . 

How are you feeling? 

I •m feeling fine and things have been so quiet I ' ve 
been away most of the time that you've been away. 

Good for you. 

Yes. 

All right. 

All right, now do you want to s peak to Mr. KcReynolds? 

Yes . That ' s about everybody, i sn' t it? 

Ah - Mr . McReynolds and Mr . Haas here. 
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All right, I ' ll say "Hel l o" to both of them. 

Ri ght , 
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McReynolds: Bello Secretary. 

!l.M.Jr: 
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B. U.Jr : 

L!cR: 

H.N.Jr: 

llcR: 

H. JJ .Jr: 

Bello Mac. 

Ri ght fast . 

No troubles? 

No troubles. 

How are things going? 

Good, I 1 l l have to t hink up some. 

Well I ' ve no doubt you will. 

Yes . 

We had - the only trouble we had was Wayne and Dan 
and I got in a golf game the other day and had a 
little difficulty . 

You did. 

Not bad, you understand, but Dan won our money. 

I s ee . 

(Laughs) 

, Well t hat ' s good. 

The devil it is - I l ost i t. 

That ' s all right. 

(Laughs) 

Everything ' s quiet, eb? 

Yes , everything ' s qui et . 

Good. 
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i!cR: And nothing to worry about at all. 

B . ll.Jr: O.K. 

!.lcR: O.K. Here ' s George. 

Baas: Hello Mr . Secretary. 

H.U. Jr: 

8: 

8 . LI.Jr: 

1! : 

8. !A. Jr : 

8: 

H. !.I . J r: 

B: 

H. l.l .Jr : 

8: 

R. U. J r: 

B: 

Llagill: 

H. ll.Jr: 

!A : 

B. ll. Jr : 

Bello George . How are things with you? 

Oh everything moving along fine and think we ' ll make 
the schedule on the several jobs we had when you left. 

Good. 

And the other thing - I 1ll get ott that letter on the 
general business situation . In general, it's just 
about as it was when you l ett. 

Ah-ha. 

Ah - the index - the weekly one is down a little bit 
but nothing disturbing . 

You' re going to have something for me on the little 
business man. 

Yes sir. 

Good. 

I ' ll have that . 

May I t alk to Magill once more? 

Yes sir. 

Hello 

Ros, have you seen the President r ecently? 

No I have not, no sir, I 've - well the last time I 
saw him was at Cabinet two or three weeks ago. 

Bas Taylor seen him? 
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Yes, he ' s - well he ' s seen him at Cabinet too . I don ' t 
!mow whether he ' s seen him i .n between or not. 

I mean I want to !mow bow he reels. 

Well - ah - ah- very well I should say. Be - there ' s 
been a lot ot discussion about the Congressional situ­
ation, etc. 

Do you think ther e ' s any chance of their getting away 
before Labor Day? 

Oh yes, my own guess would be, from the way t hey talk 
to me, that t hey're, pretty sure to be away by the 25th 
and there' s a possibi.lity they ' ll be away by the end 
of this week. 

I see. 

That ' s the way it looks to me; I don't think there's 
any change. 

Now Ros -

Yes sir . 

I want to tell you. There ' s no need of your being 
t here over Labor Day week-end. 

Well t hat ' s very good of you. I thought I would - I 
would try to get away and come back the day atter 
Labor Day probably, tf that was agreeable to you. 

I j ust want t he people to be there that help me on my 
financing. 

Well I - I imagined that you' d be busy on that and 
t hat you wouldn' t want me to be refertlDg t o you t ill 
a l1 ttle later . 

Well I mean lt d like t o see you but I mean that would 
be a good chance tor you t o get away. 

Well I'd "like to do it; I ' ve been - it' s just been 
impossible to get away here with t his bill in the 
s t ate that it' s been • •••• ••• 

Yes . 
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I - I really haven ' t been working at all and I ' ve 
bad a complete rest. 

Well that's - I tm glad you have because that's 
fine. 

And I t m really in good shape. 

Well now have you got anything you want to-day? 

No. 

Itve spoken to Mac - Bob WcBugh - I guess he ' ll 
take you up - the operator will take you up on 
that. 

All right. 

Thank you. Goodbye. 

Goodbye to all of you . 

Good luck. 
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•••••• except the week-ends but I- Itm feeling 
perfectl~ good ~Jt I would be glad to get a week 
or so down to camp. 

Well that would be a good t ime to get i t. 

Yes - yes, that would be fine . Bow - how ar e you 
feeling , Heney? 

Ah - you see because I want on my financing - ah -
I need Wayne, I need Bell - I need George and his 
people ••••• •• 

Yes . 

•• • •• • and I'd like Archie to be around. 

I think they 1 re all plann.i ng to be here . 

All right. 

When would you plan to get here? 
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Well I hope to get in there Friday night or Sa turday 
morning . 

I see. Well I probably won't be here then and I •11 
check 1n after Labor Day. 

All right. 

Well how are you? 

I ' ve had a gr and vacation 

And have Mrs . Uorgenthau and the children been well 
all the while? 

Well they've had colds ; I had a little cold but it' s 
been a perfect r est . 

Wel l that ' s fine. I •m- I ' m glad you can get a rest 
out of it without takil'IB t hings here too hard. 
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SEcretary of Statr, 

Wa3h1ngton . 

1168, .• ugust 17, 4 p .m. 

FRQ>..i COCHR."J'T, 

GR.'.Y 

Paris 

DatEd :.ugust 17, 19m 

REo ' d 3 : 34 p.m . 

Paris ExchangE markEt very quiEt , FrEnch control 

acquirEd small ~ount stE rling 132 . 83. Forward franc morE 

offErEd and intervent ion through British control t o hold 

thrEE months rotc at 3 and onE - Eighth apparEntly withdrawn 

thia afternoon, REntcs slightly lowEr , IntErnatioral 

shores hard hi. t by Shangha i t roublE . Furt he r inc.rcosc ill 

forEi!;ll ExchangE holdings or Swiss ~lationol Bank ac of 

.unust 14 presumed to have r c oultEd from tourist influx. 

Press r Eport f rom Prague says ChinEsE MinistEr of 

Financr. Kuna has concludEd arrangements ~ith Skoda works 

for 10, 000, 000 pound cr edit t o China for purchcsE of 

·'industrial goods 11 in Czechoslovaki a . Press r eport from 

BasEl stot .. s Dutch Swis3 banlcing credit which I mcnt1onEd 

yestErday was pl aCEd t hrouGh LuEschEr and Company, BasEl, 

amount1ng to 100, 000, 000 Swisa f r ancs 13 secured by ChinEsE 

silvEr depos i ts . 

, 
BULL ITT 

' l'lC :DDII 
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i?ROl COCHRAN , 

CODAT 

PARIS 

Dated August 18, 1937 

Rec'd 7:05 p . m. 

?rench cot.trol yielded sterling throughout the day 

at from 132 . 87 to 94 . Vfuile t urnover was not heavy the 

pros sure was st.Aady , Three months rate weakened to foul' 

francs against oterling. French rentes definitely lower . 
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No special cause for unsatisfactory feeling but contribut ing 

factors are: r i sing cost of living, labor troubles which 

caused cancellation of ILE D~ PRANCE cruise ,realization of 

def~cient Fr ench industrial !Jr oduction and Par East situat~ • ·•- • 

German Reich announces issue at 98 . 75 of 700, 000, 000 

re i ch srnarks of1bur a~d one -half t reasury bonds reimbur sable 

within f1fteen years . 

Press report s visit by hung, kinister of Finance of 

China, to tustrian munition works Hirtenberg before pro­

ceeding to Genoa to embark for China , In commenting upon 

Kung ' s 
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Kung ' s reported arrangements in Europe Financial News 

today concludes: 

"V~i~e the sympathies of financial circles in London 

and other western European centrea are with China there is 

a great difference between sympathy and the granting of 

credits while the risk i s so exoepUonally high as it is 

at present , 1~~ re can of course be no quest i on of any 

issue of a public loan either in London or in other centres 

un~ess it is ~,jer the guarantee of the gover~ents ~r the 

lenaing countries which does not seem to be forthcomi ,g. 

The schemes for Chinese financial transactions under the 

TraC:e :•acili t ies Act or the export crodi t s guarantee scheme 

w1ll have to await t he advent of quieter times" . 

~eferring to British customs f igures showing arrival 

in London past week of one million two hundred f1fteen 

thou::and pounds sterling of Chinese gold, Financial llews 

says ln part : 

"China has sold a considerable proportion of her 

pr ecious silver s tock to the American Treasury in recent 

months to fulfil her plan to adopt a gold -- CY11- - foreign 

exchange base for tqe, 7~~nc1 . Some of the gold acquired 

hna been converted i nto dol_lars and some into sterling. The 

the arrival of Chinese 
I·' ' t , ' 

acqu1sition of s t erling ~ssets., pxplains 
! • •ltll . 

gold in London" • 

BULL ITT 
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August 19, 1937 . 
Thursday. 
From Hawaii 
I :t : 'l s- .P. .,._, . 

Well wha t are you going to do - get away now? 
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\'/ell I think I will. I think as soon as we get this 
bill situation wound up - I want to talk: to Doughten 
a little about the work: of the Joint Committee • ••••• 

H. LI.Jr : Yes • 

M: 

H.U.Jr: 

ll: 

R. Y.Jr : 

H. LI .Jr: 

1>!: 

H.U.Jr: 

II: 

H. Y. .Jr: 

lo!: 

H.ll .Jr : 

M: 

H.M.Jr: 

!J: 

••• • •• in connection with the tax program in the fell. 

I see . 

But I can do that I think tomorrow morning and then 
if everything is quiet I think Itll get away. 

Good . Well can you stay away until after Labor Day? 

If it' s agreeable to you, I•l l plan to come back 
the day aft er Labor Day. 

Why don't you do that . 

Yes. Well I ' d like to do it. If I get that two 
weeks it would be fine . 

I 1d do that. 

Yes. 

Ah - Ross . 

Yes sir . 

Ah - just tell somebody when I 1m through With this 
I want to talk to McHugh in his office. 

Well he wants to talk to you so he1 s got that in 
mind. I'll see that the operator gets t he message. 

Yes, I want to - have you got - have you got - is 
Taylor and Bell there? 

Taylor and Bell are here. Do you want Taylor? 
Which do you want? Hello 
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Yes . 

Ah - do you want Taylor? 

It you please . 

All right. Just a minute; be t s coming on. 

Ross . 

Yes s ir . 
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I think that you ought to feel awfully happy tha t 
you're able to get this t hing through because there ' s 
so few things have been gotten through. 

Well I - I do feel r ather good about i t because -
ah - we had a lot of fights in the Committee about 
it and it took a lot of st .rategy and figuring 
around and so forth and - and I - I am really quite 
happy that we got it through without any more trouble. 

Well you get away now and then when we come back -
as soon as my financing i s over I expect to spend 
most of my t i me on thi s t ax business . 

Good. Good -well I ' ll try to be all f r eshened up 
fer you. 

Good. 

All right, I 1ll put Wayne on. 

Ri ght. 

Hello Henry. 

Hello Wayne - I - in studying your cable I don't 
t hink there is any question but what paragraph 1 -
t he first one is the thing t o do. 

Ah - it looks more that way all the time, Henry. 

Yes . Now what I want to ask you i s this . I ' ve got 
a column i a front of me . Ah - if we offered an issue 
of Friday before Labor Day nt percentage •• ••• •• 

Yes . 
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•••• •• • payment on the 8th, i s that right. You do it 
on percentage for payment on the 8th? They pay on 
1'/ednesday, don ' t t hey? 

Uo this is - this i s - ab - payment on the - you talk­
ing about bills? 

Yes'- I mean you couldn't of fer it on Monday, the 6th, 
you see? 

11t-.f"' 
No that wouldn' t quite figureAway. 
Bell) 

Hello - hello. 

(Talks aside to 

That would go out on Wednesday whi ch is the first, 
you see? 

The firs t - now would that - does t hat make 400 
million? 

That would make four (talks aside again with Bell) 

If we ~old one on Wednesday the l st? 

(Taylor i s still talking asi de to Bell) 

The payment would be on September one. 

What ' s that? 

The paY)IIent wou.ld be on September one. 

Yes, well does that make 400 million? 

Yes tqat makes 400. 

Well i s there any reason why we can't sell t wo more? 

No. 

What? 

No. 

Because I don ' t like - ah - I ' d like t o do that and 
then, as I get it, I want to see if I was figuring 
right - t here ' d be one on the 8th and one on the 15th? 
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That• s right. 

And then on the 22d we could start a new series. 

Well we could either do that or we could skip the 
r est of September and start r ight with t he fir st or 
October. 

Bello 

Yes it would be the 6th of October. 

I don ' t think I' d want t o - well it -

But t hat' s up to you. We ' re all right by aoing the 
t wo on the 8th and the 15th. 

You are all right? 

Yes and that would give us a total of 500. 

On the 8th and the 15th. 

\Yhat? 

I say let ' s count definitely on doing it. 

Ylel l t hat checks completely with the way we feel . 

On t he 8th and the 15th. 

Yes , and that will give us time to look around. 
If we want to keep on with them - fine - otherwise 
we could - what? 

' 
We up to the new series after 
I come back. 
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That ' s right. 
'f.9.": ~s• •, q~ I don ' t know what price your bi lls have sold tor 
t he last two issues because I haven't had any news­
papers . 

Well we've been all right on them. The short bills -
ah - have been going - ah - around 22. 
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Have they got any - has it been going better or •••• •• 

They went better than the long ones up to the last 
time . . ...... . 

Yes • 

• ••••• and the last time it switched a little bit. 

I see . I see. Ah - what rate did you get t~.e last 
time on the long ones? 

About forty (aside to Bell: 46, wasn't it?) 46. 

I see . Well that ' s a good rate . 

Yes . 

That 's a good rate. 

Ah - we ' ve helped by an account of - we've allowed 
payment by credit, you see? 

I see . 

And that helped a little bit on the short ones 
parti cularly. 

Vlell you 1 d want to tell - ah - ah - on Jlonday the 
30th I think we ought to say something, don' t you 
think so? 

Ah - yes, at least then. 

\'/hat ? 

I think at l east then. 

At least then. 

Yes . In other words, not later than that! 

What? 

Not later than that. 
i f we could say that 
cash ... • ...... . . 

In other words, if we could -
we weren' t going to ask for any 
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Yes . 

•• •••• f airly soon,I think i t would help the market 
because the boys are guessing - ah - they ' re figuring 
that we ' re going to refund t hose 350 bills, you see? 

I see . 

And t hey' re talki.ng about an issue which will be anywhere 
from a billion one up to a billion three. 

Well I ' ll talk to you again next Tuesday or Wednesday. 

Right, but we - we check, completely on the two more 
bills in Septem - ah - two more issues in September 
into December . 

Ah - we check on that? 

Absolutely. 

Good. 

And that gives you - that put s us in nice shape so 
that the maximum amount at any one t ime •• •• •• • 

Yes • 

• •• •• •• would be two billion eight . 

Ah-ha. 
And then that one could work down at periods , you see? 

Yes. Well that sounds all right . Now - ah - what 
are my !larch ' 42 - what are they sel ling at? 

Ah - on a 163 basis but the feeling isn' t terribly 
good tt the minute. 

You say the what? 

They're selling on a 163 basis. 

What does that make them - ah - par what - par 20? 

• 
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Par 16. 

Par what ? 

It's about par and a half , 

Oh they ' re off a little bit, aren't they? 

Yes , t hey're off since you l ast - ah - since we 
last t alked to you and we had another speech 
that didn ' t hel p the market too much but it had it' s 
(l aughs) •••••.•• 

Well hello. 

Yes . 

Ah • • • ••• • ••• 

It wasn't a Green Bay one but it was ••• •• ••• 

With Congress gone and out of the way I t hink the 
market ought to improve . 

'ilbat? 

The market ought t o improve as soon as Congress goes 
home . 

It won't hurt it any , 

All right . !low what about gold? 

Ah - gold ' s about the same; we•ve got a little bit 
more coming from Japan now - I think its six million. 

Ah-ha. 

Ah - and pounds act awfull y strong. 

They do. 

Yes . They' re - they might h.it $5.00 to-day, 

Really? 
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Yes . 

Any more gold coming from 

From where? 

Ah - six. 

New? 

Yes. 

Ah-ha . Ah-ha. 

It isn't much any one place but it' s- ah - •.•.•.. 

It trickles in. 

Yes and particularly with the st rong pound, you see? 
It - ah - ah - it - if the pound were a little lower 
and the gold rate had been about as it i s why the -
ah - the gold would go there instead of here . 

I see. All right, can I say hello to Dan? 

He' s right here. 

Bello 

Hello Dan. 

How are you? 

Fine . Aren' t you perfectly happy about that sug­
gestion? 

Yes, i t ' s O.K. I agree with it entirely. 

You - you feel all right? 

Yes. I apologize for not getting off a r eport on 
Uonday but I missed the plane . 
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Ylell -

So I 111 have one next Monday and you can r ead it 
on the boat. 

Good . 

Ah -let's see you ' re leaving there when - Saturday? 

I leave here on the 28th? 

That's - ah -

There ' s one more pl ane will catch me . 

Yes, well I ' 11 get the next plane sure. 

Right. 

All right. 

Are you going to get any vacation now? 

Well (laughs) I haven ' t given much thought to it . 
But there may be a possibility after this financing 
is over . 

I see. 

I ' 11 have to skip some of the Budget Hearings and 
just let the boys go ahead with it in order to get 
any. 

You ought to figure on it right after the financing. 

Vlell I will a little but our Budget Hearings will 
start about t he 20th. But I guess I can arrange 
the schedule and then go off and let the boys do 
the trick. 

I think you'll have to . 

Yes. 

Ah-ha. 

Well I'll have to think about it anyhow. 

17 
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I forgot to ask Wayne how is he standing it physically? 

(Laughs) Fine, he says . 

He is . 

Yes . I t doesn' t look as though he l ost any weight. 

Anything you want to say to me? 

Ho"'s that? 

Anything you want to say t o me? 

No I think everything is running along pretty good. 
Ah - if we get Congress out of her e why some of our 
worries are over and ••••••• 

That Bill the way I read it 1n t he New 
York Times I don't think they ' re going to build many 
houses . 

No - no they won•t . 

What? 

No, that ' s right. 

That ' s what I thought . 

Yes. There' s one thing up there that's bothering 
me a little and that ' s this cotton business . 

Yes. That•s one of t hose things who told what l ast, 
eh? 

Yes, I got some 
is t rying to use some of 
make a gift of about 3¢. 

I see . 

stuff that Senator Byrnes 
the Customs money to - ah -

That means that the Budget is sunk to the extent of 
about 65 million,I understand . 
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Well is there anything you can do about it? 

Ah - I don' t think so . I understand that it ' s had 
the approval of higher-ups . 

Ab.Jha. Well it's a lot of money. 

79 

V/ell I•m just hoping that it will get caught in the 
cog and they' ll go home before anything 's done. 

Ah-ha . I hope so too. 

Yes. Well vte 111 talk to you next week, eh? 

Next week. 

All right, good-bye . 

Wait a minute; 

Yes. 

(Pause) 

Yes. 

\'layne? 

Oh just a minute. 

Bello . 

Are you standing it all right physically? 

I certainly am. 

And it hasn' t been too hot? 

No it ' s - ah -the last couple of days it's been 
pretty rough - I mean as far as the weather goes -
but it ' s really been all right. 

O.K. 
In case of need I have an extra guilder and that 
seems to work out. 
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H. tJ .Jr : All right . (Laughs) 

T: (Laughs) 

H.II.Jr : Goodbye . 

T: Goodbye. 

• 
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TREASURY DEPARTMENT 

WASH INGTON 

~·t 19, 1937 

lfy dear Yr. Secretary: 

I n accordance with your telephone reqU111t , there i1 
attached a current bu-'.MII 11 tuation IDflllorondwa and eomo 
acco~~pllft;yillg charta. I -• glad to hear that you are 
hartng a £!10d reat and enjo;yillg your T&Cation. 

'b' best wiahea for & pleasant retum T07"«'1o 

George 0 , 
Director of Reaearch and Statistics. 

Honorable Ren17 lforgenthau, Jr. , 
111>181 Hawaiian Hotel, 
l!onolulu, 
Territoey of Hawaii . 

Enclosure 
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TO 

Subject: 

TREASURY DEPARTMENT 

INTO O I"Ple& COWMU H ICAT10N 

Secretary~~thnu 

Ur. Haa~ 

The Business Situati on 

82 
CONFIDENTIAL 

o•T• August l!!, 1937 

Business activity during July and early August ha s on 
the whole been well maintained. In large measure, however, 
it has been ma1nta1ned on b acklogs of untilled orders built 
u~ in earl i er months , while the volume ot new buying has con­
tlnuPd small relati ve to the current level of oroduction. It 
seems evident that unless i ncreased buying appears, to repl ace 
backlogs as they becooe exhausted, a slackening in business 
activity end possibly a temporary decline i s to be expected. 
In our revenue estimates we have made allowance tor a tem­
porary decline of this nature, since we believed it likely 
that a period of adjustment would follow the high production 
lavels of last spring, which were apparently excessive as 
compared with t he movement ot goods into consumption. The 
longer t erm outlook , however, continues to favor a general 
uoward t rend in business, encouraged by low interest rates, 
imoroved caoital markets, a deficiency in bu.ildlng , end in­
creasing nurcha sing power o f farm and factory workers. The 
effect ot theee maY be offset to some extent, however, by a 
decrease in the ne t volume of Federal spending. 

Some tendency toward a lull in business was seen during 
July. The Federal Reserve Board pr eliminary estimate ot in­
dustrial production tor that month shows a gain in the index 
ot only 2 points from the s trike- depressed June .l evel ot 114 
(revised), des~ite a recovery in steel production to the 
highest leve l (seasonally adjusted) since January. A sharp 
decline in textile acti vity was the moat important adverse 
fac tor. In comparison, the index stood a t 118 during the 
months ot March, April, and War. The New York Times index 
(Chart 1) ahov1ed some tendency of business to weaken during 
the latter part ot J uly and early August, despi t e well­
maintained steel activity. 

Fact ors in the Business Outlook 

The r el atively light volume ot new buying appears to 
uo or outstanding imoortance in the near-term busine s s out­
look. The volume ot ' new or ders in most industries, Judging 
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from our confi dential figures from reporting companies and 
rrom va rious trade reports, has been insufficient t o maintain 
i ndustrial producti on at its present level. In t er ms or 
physical voluoe , new orders appear to be running at about 
the same level a s last year at this time, or s omewhat lower . 
The l evel of indust~ial production during the tall months or 
l as t year, a s measured by the FRB i ndex, was about 12 per­
cent belo11 t he !)resent level. 

Indus tria l produc tion has been maintained this summer 
largely on backlogs of orders built up during earlier 
mont hs . The volume ot such orders mus t have been unusually 
l ar ge . I n cotton t extiles, tor example, new orders have 
been runni ng at a lower level t han production al~ost con­
tinually since March, yet it was not until July that back­
loge were reduced suff iciently to drop production to a 
sharply lower l evel. Cotton consumption by mills during 
July 1•a s 15 percent below that i n June , and lower t han t he 
consumpt i on in July of last year. 

A si milar situation aooears t o exis t in t he s teel indus­
~ry . Produc tion has been matnt a1ned at recent levels l argely 
becauae of an unusually beavy volume or old orders . New buy­
ing has been light s i nce the l at ter part or April. Although 
expressi ons or conf idence in t he t al l outlook tor steel bave 
been quite numerous recently, no de finite signs or an up turn 
i n steel buyi ng have so tar appeared. The Iron Age says that 
onl y at Chicago has t here been a reve rsal of the downward 
trend of new orders, and that even t here the change bae been 
moderate. 

A marked increase in payrolls in recent months is con­
si der ed by business observers as one or the outstanding 
favorable factors in the business out~ook. This may already 
be having an influence on re t ai l buying , since department 
st ore sales and variety s t ore sales during July (both 
seasonally adj usted) showed an increase over earlie r mon ths. 
During Augus t eo far , retail sales are reported to be some­
what dlsaoooint ing though definite data are not available . 
Dollar eaies ot me~chandlee in small towns and rural areas 
during July, according to the Deoartment or Commerce index 
(seasonally adjusted), declined 4 percent trom the June 
figures following a orevious slight decline trom the peak 
establi~ed i n Uay. The July sales were 4 percent higher 
than dur i ng the oorreepondlng month ot l ast year. 
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Purchases ot aut omobiles i~ r e oent months have shown a 
tendency to lag, new oar regi st rations during April , Kay, and 
June bei ng lower than l ast year. Some upturn appear s l i kely 
during July a s a result ot prospective pr i ce i ncr eases tor 1938 model s, but the i ncreased prioss may l at er have an 
adverse effect on new oar buying. 

A continued rise in rents during t he summer i s a factor 
f avoring increa sed building activity . The sharpest upturns 
in residential rente during J uly occurred in large indue­
tri al citi es, accor ding t o r eports t rom the Departme nt ot 
Labor . The advance i n r ents i s expected t o be accelerat ed 
af t er October 1 , the date vthen.leases on dwellings are 
generally renevted. !lore s tabl e building coste will also 
f avor an upturn· ln cons t ruct ion. Five ot t went y-six cities 
reporting to the Federal Home Loan Banks report that resi­
dential building cos ts declined in July tor the fir st time 
in aany months . Total construct i on i n 37 Eastern States 
dur ing July, according to the F. w. Dodge figures, r eached 
a n~w hi~h for any mont h since Apr il 1931, making a gain of 9 percent over the corresponding month of last year. The 
most pr onounced gain 44 per cent , was in non-residenti al 
construct ion awards / largely comme r cial), which reached 
the highest level since July 1930. Res i dential construc­
t ion awards during July were 12.5 percent hi gher t han in 
July of last year, whil e public works and uti lity awards 
showed a 19 percent decline . 

A conti nued upward movement i n commerci al loans 
appears a favorable factor in the business picture. The 
volune of commercial naper outstanding at the end of J uly 
was the highest since J anuary 1931, and made the beet 
July showing s i nce 1930. Comme r ci al borrowing t his year 
has not sho1m the usual summer slackeni ng , but instead 
has conti nued to i ncrease . It i s r eported t hat a sub­
stantial part ot t he borrowing t s t or t he financi ng of 
!ll Clnt expansion. 

New caoitnl flotat i ons during J uly did not hol d t he 
sharp gain regis t ered i n June , but for the first half 
Year t hey made a very favorabl e comparison with the cor­
responding period of 1936, although total s ecur ity f lota­
tions have decli ned. Estimated gr oss proceeds from 
securities r egistered with t he SEC during the f i rs t half 
or 1937 were about 15 percent l es s t han du.r i ng the cor­
responding period of 1936. The estimat ed net proceeds 
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to be used for plMt expMsion Md worki ng capital , ho1vever, 
both in percentage ot the t otal and in aggr egat e amount, wae 
the highest for any first half year since regi str at i on began 
•mder the Securities Act ot 1933· New corporate security 
flo tations as reported by the Commercial and Financial 
Chronicle, amounted to only $139 millions in July 1937, as 
c'n9ared with $294 millions in J uly 1936, but the amount ot 
3uch flotations for new capital as contrasted with refunding 
ourooses aoounted to $82 nillions in J uly 1937, as compared 
-itb only ~70 mi llions in July 1936. During the last several 
weeks the new issue market hae been quie t . 

Commodity and Security Prices 

Commodity prices (Chart 2) have recently tended down­
ward. Commodi ty futures, as represented by the Dow- Jones 
futureo index, have reached new low levels on the general 
decline Which began i n u~rch, while the BLS index ot 30 
sensitive co~odlties has held above its earlier lows. 

Declining prices for cot ton and grains due to large 
crop prospects have recently been an important factor in 
t he futures index. The total wheat crop is now estimated 
at S90 mi llion bushels , a s compared with 626 mi llions last 
year. Despite the increased pr oduction, however, prices 
b~ve been sus tained at a higher level than last year by 
heavy crop deterioration in Canada, where conditions are 
r eported to be the worst in 30 years , and by poor crops 
ln other wheat countries. Farm pr ices for ~eat on 
July 15 averaged about $1 . 13 , as compared with a crop­
year average of $1. 00 tor the 1936 crop. 

The Government 's August cotton crop estimate of 15. 6 
million bales , as compared wi th 12. 4 millions l ast year, 
made the average yield per acre t he highest on record. I n­
cr eased fore i gn orop prospects , t ogether with the large 
est imate of t he domestic crop, have reduced futur es urices 
to near the 10- cent level . Present prospects indicate that 
the larger crop may bring farmers little, if any , more in­
come t han the smaller crop ot last year. I t appears likely, 
however, t hat a crop loan, or more orobably a loan and 
adJus tment payment plan, wlll be applied to this year's 
crop, which wOuld a dd to the incomes ot cotton farmers . 
The President has oonsented to a crop loan , provided 
Congress would put orop contr ol legi slation f irst on .the 
calendar next session. The Senate bas adopted a r esolu­
tion to this et feot , flh1ch t he House Agriculture Committee 
has accepted. 
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Security prices have ehown divergent trends. Government 
bonds and notes (Chart 3) showed a gener al upward movement 
during July, moat groups exceeding thei r Kay-June hi ghs. A 
moderate recession has taken place during August. Corporate 
bond prices , a s measured by the Dow-Jones combined average, 
have held steady, with a slightly sagging tendency, since 
the sharp recovery early in Jul7. Industrial and utility 
bonde have shown greater strength than railroad issues. In 
the stock market, prioe trende have been mixed. Industrial 
8 tocks (Chart ~) have shown a steady rise since the middle 
of June, reaoh1ng nearly to the high levels of early Uaroh. 
Utilities have shown s moderate gain, but have sagged some­
what during the paet three weeks . Railroad stocks have 
shown very l i ttle improvement, and are now but alightl7 
above their J une lows. Foreign transaotione (shown on 
Chart 4) continued moderately on the buying side during 
July, but more recently the buying and selling has been 
practi cally equal . 
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SEcretary of StatE 

1"/aahincton. 

l l7o , Au5uat 19, 5 P• m. 

:-nc:. oocmtAl" . 

CO!>AT 

Paris 

Dated Augus t 19, 1937 

REc 1 d 3:41 p , m, 

·•rcncll con trol had r athEr hEavy day supporting t hrough 

purc41aSEs by Conptoir spot franc against stErling at on E 

thl. rt:· two point n inE fifty f1VE to ninEty- two. IntErVEU• 

t l.on in thrEE mo~ths franc wsa madE at London t h rough 

Soc i.Et£ :lE;~EralE to rEducE discount \"rom fou r and sEvEn 

Eig~t·~:~ to four and fiV E EiGhths . All currtnci.Es wEak 

aco~~t attr: i ng. 3ank of ~ra~CE statEmEnt as of August 

twc)::- ~·lo.,Ed no important changE& , F r Ench rEntEs l owEr, 

i;t.rlce:t tstir>latEs that FrF"nch fund han avEragEd purchasEs 

ot o:1c hu;tdrEd million franc:~ Each or pos t thrEE days to 

prtvE::.t n1ort sErious gl um? in !l'rench OovEI'Illl\En t stcuriti.ES o 

:icrkr.t ptasl.Jniam today is cluE in part to rumor of diffErEn cEs 

bet>:EF.!l ChcutEmps and Blur.! on r aUwny rtoruani.Zation which 

:.~ny G'lll.t Cn ·inEt . 
SEntiJUnt 

Sl 
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RB -2~11178, Aucust 19 , 5 p . m. f r om Pari s 

Seut imcnt is also influ~ncEd by financial writErs who 

art bt uinr.inc to think that French breathing spEll may bt 

near i ng an end , Fil' Al:'CIAL NEWS London for instancE says 

todoy i n part : "As a matter of fact t hE prospEcts of t hE 

franc hovE not bEcOmE worsE during thE last few days sbnply 

because t hey havE nEvEr real l y becomE bEttEr . Taking a 

l ong vi ew , thE outlook is thE s am£ as it was a month or 

t l'lo o0o, M, Bonnet ' s mEasures have failEd to brin8 about 

a flmda•IC:lt al rr.s to rat ion of confidence , ThE volumE of 

rcpatri~tions has bEEn nEgli8i blt EVEn though thE outflow 

of ca >ital haq comE to a hault , If t hE best thE franc can 

do c.'urina thE holiday season 1s t o remain ' nEutral' it 1s 

11::ely t o bEcomE worsE afte r t hE hol iday sEason whEn tl!.£ 

s£3~oual i~ t'lu7. of rEVEnuE has subs idEd and whEn thE 

politici an s have onc E mort becomE res tive" , 

PEl' iod fo r subscription to four percent · ninEtEEn thi rty 

seven Treasury bonds 

ni nEt EE n thirty- four 

to t i;Enty third, 

KLP 

to conve r t f our and onE half pErcEnt 
u ~· ,, ' + ~1 issuE, wnib% t:xpirEd today, is Extended 

\ .. " j ~ ( . , 
,;\ • I ' 
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Better ~Entimcnt prevails on Paris m~rket today. 

French control has acquired somE sterli:1:-, a t o"' ~h::rty­

t wo point eigh'.:y-six and a few dollw·s at twe :-~ty-six poia t 

olxty- f our . Forward ratE has bEEn held at four and one 

hah ' . ;l. t h only sli ght assistance from the fund rcntcs 

~ave r ernnl.ntd practically unchanged . 

l'rench adverse trade balance for first seven months 

19 37 a~ounted to ten and one half billion francs as com­

pared Wl.th five and onE hal f billion samE period last year . 

V~ilE tour ist t radE is supportl.ng f ranc at present the 

heavy def icit in the tradE balancE if continued will surely 

have repercussions on the currency. 

~l.ocussing dollar's weakness FINANCIAL NEWS LONDON 

today said 1n part: nt~atcver may happen to thE dollar 

1n the 

93 
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1n l:he short run, 1n the somEwhat longer run thE factor 

that vllll have most inf luEnCE in dEciding its t endEncy 

~!ill bE thE mEO.SttrEs takEn aga i nst thE influx of 1hot 

mone y ' , kny drastic steps whE t h Er in thE form of d1s­

Crl.'"ll.nator y taxation or in thE fo;•m of disclosing informa­

tion on f orEign dollar assets would inEvitably lEad to a 

lasttr0 I!EakE'I'llng of thE dollar EspEcially as similar step s 

e.rE no t EX\'EctEd to bE tai:En 1n t h i s country . SincE, 

however , i'rts i dcnt RoosevElt h~.s bl:£11 t lu•catcni ng with 

s nt i - •:1ot money' mEasurE s EVEr since NO\'nnbE::> :!.935 r.nd 

nothlng hna so far bEEn donE n· out it t h e nl&rkct is 

nat•trally i nclined to minimizE thE probab le importance or 

thia fac tor" . 

BOLL ITT 

GW 

l<LP 
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95 

LittlE bt>sintss and no irnportart cha':lgts on Pr.ris 

rxchrngE markEt . Slightly bEttEr aEntintnt and small 

lmprovc~•Er.t in forward franc and FrEnch rEntEs attributr.d 

to WEEk-End spEEch by Bonntt who said at lEast thrEE 

billion francs (out of fivE point four billion outstanding; 

of thE four and ont half GErl'lain l'artin bonds had bEE n 

c ,nvtrttd into thE nEw four ptrcEnt issut and pointtd 

out othtr dtvtlopmtnts which wErE likEWlSE mcking thE 

Trtasury situation Easitr . 

LONDON TirES today contrasts latEst FrEnch and 

GErman for tign trr.dE rtturns . In spitE of dEprEciatEd 

currtncy FrEnch fortign tradt dEficit incrtasing btcausE 

of hl6htr costs of production and pricts . FINAIICIAL !1'0:1/S 

today ~trEsats striousntss of tht Prtnch pricE situation 

and rtco~Ends pEacEful nEgotiation toward rElEasing 

industry 
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industry from rigid forty hour wttk , Frtnch CabinEt 

will meet tomorrow to bEgin stuoy of final sEt of dEcreEs 

under authority expiring Au~st 31 , 

?rcss reports ChinesE J" inisttr of Finance Kung has 

cancelled sailing from Genoa and rEturned to Bad NauhEim 

for cure . 

BULL ITT 

.• 

·. 
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Bello Henry . 

Good morning . 

Good morning to you. 

August 23, 1937. 
12: 32 p.m. 
From Hawaii 

Ah - Wayne - ah - the main thing that I •m calling 
up about is - i - I 1d like to talk to Bell fir st, 
if I cou1d. 

Be' s right here. 

Thank you. 

Bello 

Hello - Dan? 

Yes . 

Good morning. In the first place, I never got 
your summary - hello 

Yes . 

You know you were going to send me a summary up 
to the 15th of July or somet hing l ike that? 

Yes but as I told you, when I t alked to you last 
week, I missed the plane . , 

Oh did you miss last week's plane? 

I missed the plane, yes, and i t ' s going out of 
here to- day and will catch Wednesday's plane. 

Oh you're going to send it this week? 

Yes, and you' ll get it, I t ake it, Friday- .. 

I didn't get George Baas' either. 

Bow' s that? 
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George Baas was going to mail me a ~eview of the 
business situation. 

Well I don ' t know - well be sent that. Wayne says 
that he sent it. 

What's that? 

Wayne says that he has sent that. 

Well I never got it . 

I see. Well it probably ljlissed the plane also. 

Now Dan. 

Yes. 

Ah - I see that they got through that 60 million 
dollars for the cotton. 

They sure did. 

And they dropped out this other money. 

They dropped out what? 

The money for the sugar . 

Ah - yes, except 250 thousand dollars for administrative 
expenses. 

Yes. -

They'll drop that • •• •• • 

I'm really calling up for this . What would happen if 
the President vetoed the Third Deficiency Bill? 

Well in one or two places it would probably do some 
harm, in a small way. 
Well you remember last year we didn' t get our last 
Deficiency Bill through. 
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No, it was a couple of years ago - Huey Long's 
filibuster the • 

Yes, and we went along all ri&ht. 

Yes . 

I wish you ' d think about seriously whether we could 
recomme.nd to the President t hat he veto that. 

Ah - you mean - ah - merely because of the 60 million? 

Yes. 

For cotton loan? 

Yes . 

Well - ah (laughs) I think that - ah - he's agreed 
to i t. 

Well that's what I was afraid of. 

Oh yes he 's agreed to it - ah - really had agreed 
to it before I ever got in on it; lmew anything about 
it. 

Ah-ha. 

And they had quite a time over the facts; bad three-way 
conversations between Billy Byrnes and Kclntyre and 
IQYSelf and Cliff Woodruff - ah - Kcintyre and !QYSelt 
and apparently the President hat committed himself 
on it and there wasn't anything we could do about it. 

Ah-ba. 

I tried to get it out. 

Well now i s that a straight grant? 

It's a straight grant, yes. 

A straight grant. 
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It would be a benefit payment - ·ah 

What ' s that? 

It would be a benefit payment of not to exceed 3~ a pound. 

Ah - 3t . 

Yes, you see they're figuring on J.2¢ a pound. 
The loan will be either 9¢ or lot . 

Oh it ' s going to be a l oan? 

Well the loan will be from the Commodity Credit 
of ei ther ~ or 1<¥ and the.n the di fferential will 
be t he benefit payment. If you get a loan at 10¢ 
t hen the different ial is only 2¢ but if you g et a 
loan of 91 then the benefit payment will be 3~ . 

11~ - if cotton sell~ at 11¢ they get 3¢. 

So I unders tand, yes. They get a benef it payment. 

You mean the higher the price the more they get? 

Ah - the other way Wayne says . 

Yes that ' s What I should think but I mean - but I 
won't go into details but from the standpoint of 
getting the veto it's water over the dam. 

Oh I think so. I think the President had a con­
ference on it - ah - ah - a week ago Friday. 

I see, 

And I didn ' t know anything about it until - ah -
Friday morn,i ,ng • • •••• •• • 

Ah-ha • 

• • • • • • when I was trying to get Cliff Woodruff t o 
get it out 1n Conference and I was t old by the 
Secret ary of Agriculture that i t was all agreed to 
and- at a previous week ' s conference. 

1oo 
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Well -

It ' s all set in everything apparently. 

Well i t 1 s jus t as well I 1m in Honolulu. 

101 

Vlell I think (laughs) you probably are resting much 
easier. 

Yes . 

This has been a terrible place in the last w6ek • •• • •• 

Ab-ha • 

• .. .. and our budget's been hurt materially - both 
' 38 and ' 39 . 

Has it? 

Yes. 365 million, I think, in each • ear on that 
account alone . 

Yes . 

And - ah - 1t t his sugar bil.l goes through - ab -
it won ' t quite pay for itself and - ah - the way the 
tbJng is working out now- 1t it' s vetoed now why 
it will reenact at the next sessi on and . it will cost 
us money because we'll lose a half year ' s revenue, 
wher eas the benefit payments will go in for the 
whole year . 

I see. 

See'l 

Well that ' s that. 

Do you want me to give you the picture here from the 
last of Saturday night, based on what we talked about 
last week - 150 million dollars in Treasury bil.ls up 
to t he 15th of September on maturity in December? 

Yes . 
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100 million extra 1n September for maturity in Karch. 

Yes . 

And 200 million from the period in Karch to be issued 
1n October. 

Yes. 

On that basis we ' d go out in August with a balance of 
about 804. 

Yes. 

Out of September with 819. 

Yes. 

And out of October 784 million. 

Yes . 

And out of November 644 million. 

Yes. 

And then we have a 600 million dollar third issue in 
December. 

Yes. 

l'le would go out of there with about 859 million. 

If we sold how many bills? 

Ah-

Just do that again. 

Well 70u see we ' ve got our program all the way thrOU&h 
to September 15th - the present program - did you get 
that? 

That would be five hundred •••••.•• 
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That would be 500 million in - ah - December. 

Yes. 

10., 
- .,J 

Then we would issue another 100 million in September •••••• 

Yes • 

•••• •• • on the 22d and the 29th •••• •• 

B.li.Jr: Yes • 

m. 
R. IJ .Jr: 

B: 

Hb!.l.Jr: 

B: 

R.M.Jr: 

B: 

H.U.Jr: 

B: 

H. li .Jr: 

B: 

R.li .Jr: 

B: 

R. lJ. Jr: 

B: 

H.U.Jr: 

•• ••• for maturity in uarch •••• ••• , 

Yes. 

•• ••• and continue that series through to the end ot 
October • ••. .... 

I see . 

••• • • giving you 300 for the period in March. 

On that basis we •d have the following figures . 

Yes . 

Well that sounds very good . 

Very good and that's allowing 110 million dollars 
for gold in August and 75 million in each of the 
other three months. 

\ 

I see, well that gives us plenty of leeway. 

Plenty unless this gold starts back. 

That will increase our bills . 

Yes. 

I think that sounds all right. 

'lrlUl I think Wayne agrees to that. 

Yes. 
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I think Wayne agrees to that program too. 

Who? 

Wayne. 

104 

All right . How - how is our - those last five year 
notes - what - What are they selling at? 

They closed Saturday With a slant to 12 and I under­
stand they ' re off a little this morning for about a 
7 to 10. 

Ah- ha. 

They had an AP story this morning that we were going 
to buy about a billion and a quarter and that didn't 
help t he market any. I t hink the sooner we announce 
that we ' re not going to have any new cash 1n Septem­
ber the better our market will be. 

I - have you got anything else? 

But Vlayne will talk to you about that . 

All right. 

No, that's all I have . 

What? 

That ' s all I have. 

Thank you. 

All right . 

I think this - what Dan P.as telling you at the end 
is quite important; that the one good thing that we 
can do as tar as the market i s t o indicate that we're 
just going to turn over that 817. 

Yes. 

I 'd like to do that as soon as possible. 
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Well do it tonight for tomorrow morning's papers. 

O.K. 

And, if you don ' t mind, I'd just as leave have you say, 
when you did it, that you consult ed with me by telephone . 

Right . 

See? 

Right. 

And I •d do it tonight, for tomorrow morning 1 s papers 
and I think, while you ' re doing it, you might as well 
tell them that this - that present bill issue is going 
to be 500 million. 

Ah - into December the debt will be 500. 

Yes, then they have the whole picture. 

Yes . 

I ' d do the whole thing . 

Do it right that way. 

Yes . 

Because they' ll ask the question about the bills 
immediately. 

VI ell I ' d tell them the whole thing. 

Yes . 

And you can tell them that you were t alking i t over 
with me . 

Ri ght. 

I think the quicker we do it now t he better. 

I ' ll do it this evening for tomorrow' s papers . 

Now 'lfba t else? 
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Ab - gold - ah - every - all the exchanges and so 
on have been very quiet . We•ve got about ten mill i on 
more, however, coming from the J aps . 

How much more? 

Ten - two lots of five , 

Ah-ha . What do they do with all that money anyway? 

Using mast of it to buy sterling to pay debts with. 

Pay 'llbo? 

Pay debts. 

I see . 

They got a lot - still got a lot of paper out in 
that London market . 

Ah-ha. Now what else? 

Ah - that's about all . There ' s one - by the way -
there ' s one thing on this damn sugar bill . 

Yes . 

Ab- we' ve been br ought in as part of a committee ••• • • 

Yes . 

••• • ah - to prepare a veto message. 

Yes . 

Ah - I have taken the positi on that we will not 
comment on the merits of the legisl ation. 

On the what? 

On the merits of the legislation. 

Yes. 

Ab - consistent with what you did before. 
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That ' s right. 

Ah - but the only thi ng that we Tdll do is call 
attention to t his ques tion of the figures . 

That ' s right . You mean on the - on the taxes? 

Yes . 

That- that's right- that 1 s good sense . 

107 

Ah - I wanted to check that with you because I said 
that very hard this morning. I told Dan that and our 
own people. now that i sn't going to su.it the other 
people. They' r e t r ying to drag us back 1n again but 
I think we ' re out and we ought to stay out. 

Yes, well the President told me to stay out. 

Ri ght. 

He was very emphatic that I should keep out of it. 

Well that su.its me fine. 

He said, "Henry, the only interest is whet her we gain 
or loses money" . 

Yes . 

And that ' s our only interest. 

Well that ' s what we ' re - that' s what we ' re saying in 
our comment . 

Attaboy. Ah - now Wayne - would you have again 
t onight and they needn't bother coding it - send me 
a message - because I don' t get the quotations on 
those notes , you see - hello 

Yes . 
Ah - send m.e _ I think I 1 d select two notes - whichever 
ones you think are the most significant, you see? 

Yes . 
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I ' d certainly use the last one as one of them. 

Yes . 

108 

And I 1d like every night that the notes - I don't 
want it on a yield basis. I want it on a price 
basis. 

Pric'e basis. 

Selling at 101 or 101 and so many thirty-seconds, aee? 

Yes . 

And then always s ay up or down so much, you see? Bel lo 

We'll send you - there are about six of them, I think. 
That won ' t be t oo many, will it? 

Six what? 

Six notes . Six maturities . 

I don't care . 

Well we'll pidtsome out and • ••• •• •• 

Send me a - send me a - the only bond they quote here 
i s the a-7/S's. 

Yes. 

So send me a short bond . 

IV ell we• 11 send that to you every evening from now 
until you - ah - till you get back. 

Yes and - and tell Schwart z - Gaston isn't there, 
is he? 

No. 
Ah - very significant news - financial news, you see? 

Yes . 
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Put that 1n because we get very little here . 

Ri ght. 

And also any - I mean any significant political 
news, you see? 

Ah- it ' s all bad. 

Well I mean he can put it in, you see? 

All right. 

What? 

All right. 

1U9 

I mean it comes government r adio - it doesn ' t cost 
anything . You say it' s all bad? 

Yes . 

Really? 

Yes . 

Well I ' m- I 1m wearing pink- colored glasses . 

(Laughs) Ah - it'll look better by the time you get 
back but it's l ousy . 

What ' s the matter? 

A cat and dog f i ght. 

You mean on between the Bill and ••••• • • •• 

Yes . 

Ah-ha. Well tell Schwartz to pick out anything 
very significant and - ah - political news and then 
give me something on the financial . I get the stocks 
and the other bonds but I don't get those bills and 
these government bonds, you see? 

Right. 
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Hello 

All. right. 

And also I •d like the price of gold - I mean like if 
it' s 34.77 or 34.76, you see? 

Right. 

I 1d like that price; I don ' t get that price. 

Ah - you get the sterling rates, don ' t you? 

17hat• s that? 

You get the quotations that are on exchange. 

No, I don't get anything here. 

Yes . 

I mean I 1d l ike whateTer the pri ce of gold is 1n 
terms of sterling, you see 1n London? 

Ri ght. 

See? 

Right . 

And - ah - that's about al.l . Ah -

Vlant to t alk to Archie? 

Yes I'd l.ike to. 

Al.l. right. 

Hell.o 

Bello Archie. 

Yes sir, things haTe been Tery quiet on the European 
front. 

Yes. 
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So I think the French will wait off until about the 
first week i .n September and then we'll be starting in 
to hear a new story. 

\'/ell that will give me something to do - otherwise 
I won ' t have anything to do when I come back. 

You'll be surprised- they'll find something . 

Who will? 

Oh just anybody, (Laughs) Mr . Taylor s ays you•ve 
got a tax reorganization program on. 

Archie, I wish you ' d make a study and get it to me 
if you can by mail - if there ' s still time - I don ' t 
know whet her there is or not but at least have it 
when I come back - how much foreign government money 
is on deposit outside of the Federal Reserve Banks. 

Outside the Federal Reserve Banks . 

I mean really money - in the Russian case I mean 
money that they control, see? 

I see . 

I mean money that we might get out of the banks and 
put into the Federal Reserve because it's government 
own - government money. 

\Veil now I ' 11 tell you - in order to get that the 
Federal Reserve '111.11 have to issue new regulations 
and have them split up their whole account- it1 s 
going to cause quite a lot of comment. 

Well then don ' t do it until after our financing. 

I - I think not. It would - it would stir up a lot 
of - a lot of conjecture, I think. 

Well we can do it when we got back . 

Incidentally, Russia sent over five million dollars 
worth of gold and put it on earmark with the Federal. 

They did do that . 
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They did do that, They sent over five million. 

Yes , well keep i t in mind when I come back. 

Yes, well now that other story- there ' s not an 
awful lot as far as - we - we checked around privately 
now and again. 

Yes . 

But you see t o get the two figures we' d have to ask 
every bank alike. 

Well we can wait. 

Yes, but we ' ll keep that in mind and anything we can 
get on that we ' ll follow through o.n. 

All right . 

O.K. then. Goodbye. 

Yes . 

Do you want t o speak t o McHugh? 

Yes please. 

Just a second. 

Bello . 
The Secretary want s to speak to Kr. L!cBugh. 

All right , just a mi.nute. 
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TREASURY DEPARTMENT 

llo110reble lie11J7 llorpntbau, Jr., 
!be l!oye.l l!awaU.., Hotel, 
llo110lulu, territory ot a-11. 

liT dear llr. Secretary• 

WASHINGTON 

~·t 23, 1937 

111 accor4Ace with your telephone requeat l ea eu~1tt1nc 
berewi th co-11h 011 the thl&~~cb.l. aHuat1o11 •• 1t baa den loped 
eo far tbh fhce.l ;year. 

!ote.l expelldi tur .. ot the Gon~nt for the t1ret aonth 
of the thce.l ywar were $658,000,000 •• collp&J'ed with $417,000,000 
tor the - period laat ywar , abow1Jic a deficit of $249,000,000 
for the tint aoAth thh year •• coepared with $123,000,000 f or 
t he aae period laat ;year. 

There .... creat deal ot CO-lit ill the pr ... repr41JIC 
theM tote.la &114 aoat ot the co•anh failed t o e:rplain the reaao11a 
tor the 41tterence . One Ol' two paper a, hoWeYer, did point out t he 
.ain c&IUe ot the 1110reaaea in thh year oYer laat ywar. .t.t the 
cabiaet -i111c ot the week elided ~·t 7th, the Pr .. 14eat amd 
llr. !&~lor to c1n bia &JI e:rpl&Jiailoa of theM 111Cr-• 10 that 
be could e:rplaia thl •tter at hie pre11 coatere- oa !uaed&J, 
.t.ncuat 10. 1Je pr~ared a -rcdu tor hla oa the ~~&tter and l 
took 1t o ... r ud e:rplai1111d the wbole a1tuat1oa to hla. l to14 hla, 
honnr, that in ., ogiaioa ba lhould alke ao eo-ate wbatenr oa 
the Jul7 t1pr .. , t hat tbl Daily Stat.IDt ftl DOW Mt 1IP 10 that 
it lhowed clearly where the difference ne &114 &D1 tiaaacial writer 
who nated to aacertaia tbl facia oould nry ea11l7 pt tba t'J:oa 
thet atat-at. I told hia that &D1 etat .. allt •de by bla would 
nec .. earU7 call for further co-at by t he prue, 'llh1ch ia tun 
would lead to fUrther co-at troa the .U.iahtratioo. 

It 11., Yiew that J0U C&IIBOt CO!Iparl JulT, 1937, with 
JUly, 1935, without c-atiiiC 011 the epecial lituatioa with reepect 
to reY&DQII collinc 1a Willer the Social S.G'O.rlty Act, expellditurea 
co1ac out Willer that Act, &114 the 1111\ expellditurea 1D tba renl1'111C 
full4 which 1D Jv.ly ot thil year oaly lbowd a $3,000,000 aet credit, 
whlreaa 111 July ot l aat ywar 1t lhowed a Det credit ot $216,000,000 
due to larp rel'&JII&llh coa1nc 111 laat ywar tor the account of the 
Reconetruct1oa 71aaace Corpcrat1on and a flii&Jicie.l truaact1on ot 
the eo..o41tJ Credit CorpcraUoa. .t.D expluatioa of the .. U•• 
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11 Mi ou t in the •110nnllua .a.baiUod io the PruideDt, a cow 
of which 1 oDclooo bernl.U.. 1 • alao ODcloalJIC a COPT of \be 

Da117 1\at-Dt ot the tkl\od 1\atoo frO&oaJ7 t or IUIT 31, lt3'1', 
on pace 2 ot ftich JO"CL will 110Uoo \be ftrlouo U•• ot ~iph 
u4 ozpon41iuroo , \op\ber w1 ill tbe 1Doroaaeo all4 decrouoo, u 

coaparod wi th the -• per1o4 lui ~·· 

114 

1D t.llb COIUIOOti OD 1 - OllOlOOillg a OOP7 Of \ho Dal.l)-

8\at-Dt f or J.a&uoi 19, 0111 pace 2 ot which JOU oaD - t.llo eurroDt . 
~i p l oturo. J'or JOV coDYoDlnt rotoro- t ho io\alo are Mt 
out below 1A ailliou ot clollaro l 

Aagui 19, 193? 

!hb .... !o\al lao period 
IIODt.ll period tiooal tlooal ~-

lui~- ~- 1938 193'1 

llenlrcM ~ 266 '739 1560 

lzpon41iuroo l 
O.~ral • •• • •• ••• 2lM 222 1561 ,'11 

ll.ooOYorJ ad 
ll.oliof •.•••••• lll 163 308 6615 

llnohhc tuAa • • 3 -16 1 - 232 

!ruot accowato 
( b ... ) •....... • 61 a 186 80 

Debt roUr.n\ .. 16 21 

!o\al •• ..••.. • 399 388 \ 1 , 06'7 806 

:O.fioU • . . •• . ••••• 159 132 318 .. 
!be o1cD1tiout t .. wr• ot t.llh pioturo h \be\ \be lora 

Procrooo •ctebh\raUOD .....,,turoo tor (be avrn\ tiaoal J'MI' io 
date 8bow a 4rop ot alloa $156,000,000 nwr lao\ J'MI', ad \be tiro\ 

19 -· ot \be 110111\b. ot .&.cut ob.ow a 4rop of $21,000,000 nwr \be 

- por1o4 lao\~·· 

You will 110Uoo 0111 \be o\a\-D\ ot \be 19\b. ib.a\ tho pablio 

deb\ tor \be\ - no ta&,9M,OOO, OOO. !bh h u 1A- ot 
$52'1,000,000 o!Mo ~ 30U1. 1\ will be nwr \be f3'I',OOO,OOO, OOO 
-k ~ \be tiro\ ot lopiaber au io ho 110ro io-• ot ldllo -"c 
a , QaUod 8\a\ao loft.,• ••• u4 O...plopOD\ !rut tlmolo. 
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I • aloo ucloatac tbe tea~ atat-ah unall7 tlaahhecl. 

70il ...t tbe huicl.ent, abowiJ1c co.paraUn ezp..acl.1 \urea uct obl1p-

ttona of t he aaJor orpaiaattona on a checlta-ia.,.cl. buta. Tou will 

nota that the ezpeactt~u on thh baah b7 the Worn Procreu .Aaatnta­

trattoa were $30,000,000 tor tbe !tnt tea dqa of .Aut;uat IUI4 that the 

total expeacttturea tor all apact .. uatac -rp~>q tuncl.a "" $46,000,000. 

be of the -cenci .. , w.ch u tbe Cirllian Conaenoatlca Corpa, ancl. the 

rlnr IUI4 barber ancl. public hipq WO'I'k ahoulcl. tall ott preU:r tut 

cturlllf; thh !heal ~ar u expellci.Huru tor account of the .. u ... 
han now been ahlthcl. to tbe replar expellcl.i\ur .. or the Gcnrmumt. 

11th retereJICe to the propoMcl. tiD&DCliiC in S.pt•ber, there 

1a encloaecl. a terleed ••U-te ot the caeb pcatUoa tor the aoatha 

ot .Auguat to Deceaber, both iJICluetn. Tou will act• tbet thla coa­

t•platea contlDUiD« the preMnt Treaw.rT bill procr• throueh to 

December 15 with total aaturttieo between Deceaber 16th ancl. 20th ot 
$eo<>,ooo,ooo. It alae incluct .. freaw.rT btll ta.,., ot $100,000,000 

between S.pteaber 16 and 30, ancl. $200,000, 000 la October, a total of 

$300,000, 000, t o -~• in llarch, 1938. On tbe buie ot theM eet'-t•• 

Nl4 procr•. our balance will be about $644,000,000 colD« bto Deceaber. 

le can borrow $600,000,000 on not u ill DeCMber, 1earlllf; our 'bal.aliCt 

$959,000,000 COliiC into J&llU&rT• 

!hi • 1a a n'1'7 fied ble procr• anct can be challf;ecl. at ~ tt-l 

to a .. t the oitutton. It Uo7 be tbet 70D will cl.lcicl.e in Jo .... ber 
to laiUI an acl.cl.itlonal $100,000,000 of bille tor aaturit:r in March. 
Oa the baoh of our preMat bu4cet utt-teo there will be approd­

aatol:r $500,000,000 in elleeu r eTftue onr expeacl.ituroo ta March 1U14 

1t "'Oulct do 110 hara to han at loaot $400,000,000 ot frea~ btllo 

aaturillg at tbet u... I • aaldiiC thla otateaent oa tbe aowapttoa 

tbet $455, 000,000 freA.u.rT noho .. turtllf; oa March 16th will be re­

~ecl. tate otber ache. 

!here te alae a aaturit:r of $277,000,000 'h'eaour:r aotu on 

l'ebru&'1'7 1, 1938 wtlich coulcl. be retlmll.ecl. ill ccaaeo\loa with the 

Dec•ber 15 fiUDCiac or w coulcl. han four treawur:r bill h~~~eo at 

$50,000, 000 each in Jaury anct P8!f the treuur:r acte aatvi\7 ott 
la caoh, utiiiC $71,000,000 of our bal...ae. 81lch freawur:r blllo 
woulcl. .. ture in Juae . It woulcl. probabl:r be lllcnaar:r to put &other 

$100,000,000 on top ot thh for .. turtt:r i .a JUDI beceuae our preMat 

nti•tea ohow thet we &aT haft ae auch ae $40t', 000 ,000 U CUI renDO» 

la that -nth. !here ta, hoftftr, a rr......,. aote •turi\7 ia Jwra 

of $618,000,000, but apia I • aeiWiliiC that thta will be ref'lul4ecl.. 
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lor your i nformation I Nl enc1oollljl the followlnfl atatemntu 

I. latlate of cub podtlon for the period Aucuat 
to Dece:~ber, 'bot h 80ntha lnoluain. 

II . Statement ehowlng the pr .. en t Tr .... sur:r bill prot;I'UI 
tbro\1CI1 Septeaber 15 and det .. on which they will 
M ture 1n Deceaber, 

III State•nt ebowin& total &IIDUAt of ! reuur:r billa whlcb 

will be outatandl.nc on Yarlcue detee on the baah of 
the program aet out 1n the oeah poaition eetimate, 

IV StateMnt abowlnt; the public debt -turlnc betwen 
Septeaber, 1937, and the end of JuDe, 1938, e><­
e1ulin of the ret;Ular weekly !reasur:r b1lle. 

:r Stateaent ebowln& public debt maturl u .. on qua.rterl7 
ta.x...p&1lllent det .. ( wi th lnter.diate detee J>Oted) 

1nclud1JI& the preeent Treasur:r blll prccraa Oit 

$500, 000, 000 bot ezcludin& the regular f reasur:r b i ll 
prct;I'UI aDd t he epecial iuu .. to truet tw>de, eto. 

VI S ta to men t ehowing the p rieee azd 7ielda b:y da:ye f rca 
Jul7 26 to Au&ua t 21. , 1937, of certain heuee of 

'l'reuur:r bonda, 

VII St&temen t ehowing t he prlcee azd 7ieldl by da:ye frca 
Jul:y 26 to A~l t 21 , 1937, of certain h oue• of 
Treasur:r notee , 

VIII Pr1cae and dieoount rate• of f reasur:r bill hsuea 
Iince July 14, 

In conneotion with etatement No. V, :you will notice that 

Septenbel' 15, 1940, 1941 and 1942, and June 15, 1942, are all open 
dat11 , i'reeent i ndicaUona M ea to poi nt to a note lleue of between 

t hree and tin :ywan, !he llarcho 1942, 1-3/IIJf, note• .. nlnt; Saturclq 

at 100-10/32 to lOQ-12/32 on a ball• to 7ield 1.6~, i ndicate• the 
difficulty of inuinc a fh.,.year note on the bella of theee price• 

unleu we go aboYe 1- 3/4'}., 'b!lt 1n Yiew of the prob&b111t:y of only 

an e:tcbance iuue w will not be .... to allow ae mch l MW&T ae it w 

were railing a oubetantlal aaoW1t of aull 1n eddi\1011 to the retw>din& 

'l'he -.rbt baa declined eubatantlall7 during tbe peat ••Itt repined 
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eo• oa SatlUdq, 'bv.t unl••• U oo•• baclt oa \be _, ..n 
ftlk that 110 an ouh will " nqulracl 1a COIIMOUoa wUh \be hp\uMr 

111 nnano1ac, U looa DON 11a a \hrea or fov.r 7'MJ' DO\a at 1~/41/>. 

l or Jr1D:r t'tlrlller 1ato:ataUoa there are aDOloH4 \be ~ 

etata•llt c1ftll to :J'01l at tbs cloea of 'bv.81Mee aacll clq, ehoriac the 

gold 111 tbe pnnal tu.ll4, tbe ubt 1aoi'MU e illoe lle-Mr 220 11138 

and tbe world.llg bala11oe, aDcl. \be cl.ail7 ehHt abow111c t be pr1oee u4 

7ielcl.e of Oon~t .. CIIlrittae at tM oloM of 'buillau ~t 21, 
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O FFICE OF THE SECRETARY OF THE TREASURY 

COIIIill t:IStoftVt ~ Aa::IOUtn'S ANO cvosm 

TO TIIS ~T: 

Yree gold , • • • • • • . • . • • • 

Held to rettz• Nat. Bank Noiea . • • • 

Incra,.,at raa11t1~ :troa 
reduction ot a:»ld dollar •• , , , 

Inactive (Pol icy announ~ed l 2/22/S6) , 

ru;;o.> ~ SI:lCZ ~. 22, 19:56: 

Treaaury Billa. • • tl,lOO,ooo,ooo 
do (retire d). 600, 000,000 

Otller borroriw: 

'!Ty. notaa dated 
( 6/1r>/37 • • • • • 

... . s .s~v-118• Borda. 
~ol&l I•.,•• • • 

Le•• debt retired. , 
Incr•••• 1D sro•• debt 

eli:!. ooo, 000 

aince Dec. 22, 19~6 , • , • • . • , , 

$ 117,1100,000 
4?,~,000 

141,000,000 
l.~a.eoo,ooo 

1,6iii,~M,OOO 

eoo , ooo ,ooo 

2 ,162,000, 000 

2 ,162,000,000 

Federal ReearTe B~• • • 
~oial Depooitarl.u •• 

'!'Otal \llarldllC Bal""oe .luguat 

• • • • 
• • • 

20, 1SIS?. 
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Ayu~- o.o-.v 

~ 

( In a1lll ona or 4o1lare) 

1937 
Aq. S.p\. Oo~. Joy, o.o. '1'oh1 

: 
a~ ~>ocwlna ot penocle .. . ?M eo. 819 ?a. "" '1M 

Qaneral reYaDue ••••• ••••• ••••• •• •• ~ 800 360 us '1~ .. ,. 
OD.-plOJai!D t 'ru.•i tuDd ••••••• • • • • 1111 .a .a .a .a 1111 

u. s. S.'t'izt.p boD4a •• • ••••• • • ••••• all zo zo ao 1111 110 

!n&-W1'1 bl lla ( .,.oi al ) • •• • • •• • •• lZO D.o. 
200 0.0. 100 Mar. 200 Mar. 5110 

' ru•urr bonda &D4 DO\ea, ,,, , , , , ,, 100 100 

Se.le - a.r .c. , O,C, C,, H,L,B, , DOiea 711 ~ 

Tbi&l aTailable •••••••• 1,529 1 ,924 1 , 45. 1,179 a,OK 11,229 

~4ltur .. : 
Ceoeral ••••••••••••• •• • •• • •••••••• :506 310 3~ S25 310 1 ,11711 

laarsencr ••••••• ••••• • •••• • •••• • • • 190 180 180 180 180 910 

lzahre•t OJl public 4ebi • • • • ••• • ••• ao 160 70 10 11111 us 

$ptelal tre.DMC\1 oa.a. , ,,,, , ,,, • , •• 6ll 25 to 

Dtbt redeMpt1ooa •••••••• •••••• •• • • ao 380 ao 20 m 106 

Cold purchaa•••••••••••• •• •••• •••• 110 75 '75 75 '711 u o 

l.a n • t. Dt a • • ••• ••••••• • •••• ••• , •• 111 
111 

Total ~D41~•• • ••• 725 1 ,106 670 6311 1,1311 ... 70 

Bet.eea at end ot per iod ••••• ••• ••• 819 '1M 1119 119 

ittun4lna operau ou: 
~ .. ury bllla: 
~ .. ....... ....•...... ••••• 200 2150 100 aoo 1110 1,100 

~.1al, •••••• • •• • •••••••••••••• 11110 
1100 eeo 

fre..ury AO\ee•• •••• •• •••••••••••• 817 11' 

200 1,.17 100 aoo ··'" 
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II 

g,eci&l billa for Decenber 
IeliWid and which mature December 16 $100 II 

• • • " • 17 100 

• • n • • 18 $50 II 

• • • • • 18 50 

To be issued on 8/25 end mature Dec , 18 50 150 

I I • I 9/1 I I • 20 50 

I I I I 9/8 I I I 
20 50 

I I I • 9/15 I I I 
20 50 150 

Total opecial billo for December liQQ 
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AII6Uat 18 

IJJ 

!reASUJ7 Billa OO.htM41114 
on baaia ot pro~ aet out 
in Cftth Ppa1tioa Eat iwot• 

September 1 

September 15 (8th and 15th) 

Sep tember 18 ($350M maturin& 9 / 16, 17 & 18) 

September 30 (22nd and 29th) 

Oc tober 31 (6th, 13th, 20th and 27th) 

December 20 ($500K maturing Dec. 16 ,17,18 & 20) 

TreaSUJ7 bill p~ent dates: 

Sep t . 1 - 8 - 15 - 22 - 29 

Oct . 6 - 13 - 20 - 27 

!'101' . 3- 10 - 17 - 24 

Dec. 1 - 8 - 15 - 22 - 29 

~t 20 , 1937 

0 Jn propoae4 procr• · 
1 l ot 1a procra- . 

= 

• 

" 
" 

121 

$2,603 il 

2 ,703 

2,803 

2,453 

2 ,553 

2,753 

2,253 

$ 250°11 

3Xl" 

3Xl' 

?J:1j 

Regraded Unclassified



IT 

ll&turiDg X.bt 
Septeabcr, 193'7 - hne, - 1938 

(ll:c1ua1Ye of reguler 
'"'~ b1lle) 

'rree.IU17 
Not .. 

Special 
!l'rea8Ur7 
Billa 

September 15, 1937 $817 II $UO II 

Doceaber 15, 193'7 liOO 

Pebl'UAJ)' 1 , 1938 Z17 

!!arCh 15 , 1938 ~ 300 

Jl>ne 1!5, 1938 618 

A1J6Uat 20, 193'7 

122 

!otal 
Retund1 "« 

$1,117 II 

liOO 

m 

755 

618 

Regraded Unclassified



llonlo 11 

19~? BlUe ..... 
19~ AU •~•• an (1/1) 

461 

19~ AU DOWI M& 

1940 ..... l,Sf8 

190 ..... '" ...... -1U2 ..... 426 

19t3 All bolide 

1944 • • 1 ,~9 IVlll l 

11>4~ • • 
1944 • • 489 

lU? • • 
1948 • • l ,aal 

l94t • • 
~~ 

19&1 • • 
19U 

1903 

1 ... 

1100 • • a,au 
1951 • • 

10,&&& 

JFT?" .. woam 
~10,1 .. 

1' 

ftl' !t!l! riN!CliiO 

(kolulw ot ,..,..u,. ~·-r llllo u4 -'-1 
ollllaauau h•- 4li'M\1J "' - l ,_ .. , 

( IA 111llloJ>• ot tollou ) 

T- lll .. ,,, lll 
' 

861 
IU 

Ill OM 

1 , 214 .., 
• 738 • -• -8 -(8/l) 

- 1,401 (10/lll) 

l ,al4 

1 ,805 

?&9 (10/lll) 

l ,UY fN 

-.. .,., ,,.,. 

123 

Do .. lll 'Ill'-!. 

- 1, .. 

1 ,'" 

1111 S,181 

• "' ··-
• - .., .. 

"' 
1, •• 

1,~ ..... 
1,&14 

··-YH 

l,UI 

a,.an I , IYI 

··-
I , IU .. 

&,181 u,.ce 
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July 14 273 99. 610 

21 273 99. 620 

28 273 99. 632 
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ll 273 99. 638 

18 273 99. 652 
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BOARO OF GOVERNORS 
Of" Tt"'C 

~- .. • • 

-
-:; ....... 

FEOERAL RESERVE SYSTEM 
: l 

~ .. ~~~ 
...,_.."IM.'fOH 

: ! j 

......... 

IIEI.lORANDUih 

TO 

FROM 

August 2&, 19&7. 

llr. Ta;ylor 

Chairman Bcclea 

As I will not be bere during the final con­
sideration ot the Septellber financing, I told the Secre­
te.ey that beJ'ore I lett, I would leave a IMIIIOrandWI t or 
him covering broadly and 1n a general wa;y ~ views of 
the al tustion as the;y existed at the time I lett. 

I am, therefore, enclosing such a letter, 
whi ch I will appreciate ;your bringing to the at tention 
ot tbe Secretar;y at the proper time. 

encloaare 
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BOARO OF GOVERNORS 
0~ T ... E 

FEDERAL RESERVE SYSTEM 

August 21, 19&7. 

lly dear llr. Secr etery: 

On the basis ot present conditions, it is rt:l belief that it .-ould 
be advisable in the Septeaber f inancing to issue Treasury notes in ex­
change for the maturing notes and to raise no additional cash. 

From the present cash position of the Trecsury and budgetary pros­
pects i t appears that, 1t no cash is raised in the September finanoi.ng 
the working balance will decline to a minimum of around $sso,ooo,ooo at 
the end of October and will amount to about $6001 000,000 at the end of 
November. This eatiJDate assumes purchases or $400, 000,000 ot gold be­
tween the oiddle of August and the end ot November and the issuance ot 

134 

a similar a.o:ount of Treasury bills to ature around the lfe.rch tax date. 
Additional cash can be raised at the time of tha Deceaber financing it 
necessary . It purchases of gold exceed the $400,000, 000 mentioned above , 
the inactive gold account rlll approach $2,ooo,ooo,ooo. Under these 
circumstances , it will likely be not only desirable but necessary to 
find some other way to deal with the gold import problem. 

In refunding the September notes it does not seem to me that the 
market would be recept ive to an issue of bonds . Kember banks are still 
liquidating Government uecurities, and it is understood tbst some of 
them are anxious to sall the long bonds in particular on favorable mar­
kets, since their holdings are still at a relatively high level. 

As to deteil.a ot the new issues, notes aturing in about five years, 
either in June or September, 1942, or an issue ""'turing in Dececber, 19SS, 
11lgbt be offer ed in exchange tor the maturing notes. Or the holders of 
C>aturing notes might be given the option to exchange for either ot these 
issues. I do not feel that I can at this t ime express an opinion aa to 
which or these alternatives would be most deairabls, since that will de­
pond, of course, on market conditions at the time of the announcement. 

~~-·v, "'V'<..../ 

Ronorable .Benry llorgentheu, Jr., 
Secretary ot the Treasury, 
Washington, D. C. 

11. s. Eccles , · 
Cheir~~&~~. 
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JR 

SEcr Etary of Stl!-tE, 

\'la shing ton. 

11Y6, August 24, 6 p .m. 

FROM COCB.!W·· . 

CODA'l' 

Paris 

DatEd Augus t 21., 1937 

REO 1 d 1:35 p .m. 

ImprovEd s EntimEnt which pr~va!.lEd yF.stErday on Paris 

markEt continur.d today. FrEnch control gainEd good amount 

or stErling at 132.80 to 83 and s~nE dollars at 26. 63. 

Forward franc morE bid and discount down to 3 :i/8 C'or thrt t 

months against stErling . REnt ts up - Ell on rEport that 

Eff EctivE August 31 GovErnmEnt will rEmovE 10 pEr cEnt 

coupon t ax from GovErnmEnt rtntEs . 

BULLI'l'T 

DDM :KLP 

135 

Regraded Unclassified



1~ 

RB 

Secretary of State 

.iashington , 

554, August 24, 6 p . m. 

FOR TREASURY FROJ.I f.Ur.ERI'JORTH . 

C ONF'II'.EIITIAL. 

Sl EC IAL GRAY AND GRAY 

London 

Dated August 24 1 1937 

Rcc'd 2:40 p . m. 

OnE . I saw Sir FredErick Philinps today who said 

tha t his plans, rEportEd in ro , 536, August 12, 5 p , !" , 

rEmain unchanged. HE added "How long arc you going to 

kEEp me in Washington? Will I bL able to gEt away by 

SEptembEr 27th? 11 In reply I sud t hat naturally I did 

not know - - that I presumed ht himself was the best judge 

as to l'!OVI long he would have to bE there . 

I (uotc the above vcrbetim as having a possiblE 

bearing in thE mattEr of the i nitiative and scope of 

thE forthcoming conversations . 

~vo , Philipps also said that in his opinion the 

only important aspect of thE present French situation 

was that whilE thE? arc not losing gold they art not 

ga1n1ng any substantial amount at timE when thEY should 

I (,I)~"> 
ThrEE , Philippa made a nonco111111ttal reference to "-'""-#'' 

... 

bE acquiring a large ouantity. 

the actions 
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RB - 2-#554, AUffUst 24 , 6 p , m. from 
London 

the actions of the Federal Reserve Banks of Atlanta and 

Chicago in reducing their discount rates from 2 to lt% 

but in view of the appr oaching Washington conversation 

137 

I mad£ no attempt to press him on this or other subjects , 

HOI'I tvEr, the concluding portion of today's FINANCIAL 

TI!~3 Ed1tor1al is r cprcscnttt1vt of other press comment 

on tr.is GU£st1on . 

11ThE ma:ority of member banks have reserves in excess 

of t h E trin1mum requirements wllich avcro;;e about 20:( of 

deposits and taus thE banks arE in ~•r.d of extra money. 

But some -- and they ar t almost all in the agricultural 

districts -- had a certain an:ount of difficulty at the 

timE of t hE raising of the reserve percentage in finding 

thE necessary funds so that som£ heavy liquidation of 

r, ilt- tdged securities ensued . Thus to enablE them to 

lend tnor <: money to fr.rmErs on their now excellEnt pro.spccts 

anc to ta'IE them from havin{, to unload their investments 

thE Federal Reserve Board is offering them rediscounts and 

advances at a rate considerably nearer market realities 

than th~t previously prevailing. In the short run this 

has obvious advantages both to tht ba.nking system and 

to the 
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R!l 

to t : E country. 

- 3-//554, August 24, 6 p. m. from 
London 

But in thE long run from thE banking 

point of view thErE arc drawbacks , To bEgin with it 

cncourascs just thosE banks which can lEast afford it 

to ovErlEnd and whilE rEpayment following this yEar's 

cr op SEEms assured the past recorda of thE agricultural 

banks qualif'iEa COrl!)lEtE co-u J.G tnc.c in their gEnEral 

l oan policy . MoreovEr , chEaP monEy providEs in i tsElf 

a strong inccnti vc to grant larger advancEs as t i!E kt en 

co:·pt tltion :tt entails cuts tcrniugs down to a very lol': 

ma1•gin, And ns was pointEd out in a l'ECEnt arti~l E in 

lJB 

thE <;·; ·~i'O!'I~1' thE stagnation of thE bond markEt cr~rubintd 

w1th thE disappca1•ancc of such non .. rccurrcnt itEms as bad 

' Ebts rEcovEred has rEducEd /~Erican banking profits to 

well b~ 1.ow last year's level . ThE danger of over ltndJ.ug 

is txo. .,cratEd in the UnitEd St o.tts by the loose organiza­

tion of the banking system which consists not of a few 

powerful joint stook banks wi t'1 many branches as 1n this 

country but of a large num~Er of small banks, a high pro~ 

por tJ.on of which arc privatE . Consequently whilE thE 

lowering of thE discount ratE has immEdiatE advantagEs it 

also contains the sEEds of a danger wb!ch must bE guardEd 

agninst , On t hE other hand thE advantagEs of chEap mont; 

from 
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RB -'i-#554, August 24, 6 p. m. from 
London 

13S 

f r om thE point of viEw of tht Govtrnrntnt and of commtrct 

gEnEr ally arE t oo wtll known by t hEir EffEcts in thie 

country t o rtquirE commtnt ." 

KLP 

HPD 

(. I • 

,, 
r , J. ,. 

·' . ( . 
,..-- :.. 

\ .· ' ·~· . ' •'' .. .. . -

JOHNSON 

• ·• 
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,.ED&RAL AUERVI BANK 

OfJ' N&W YOfttC 

11&7. 

suaJE~ Tala hone ConTer aati on wi th 

I called llr. Bolton toda7 and I was connected a t 10117 a.a. 

I uked llr. Bolton wha t n.a tolng on and he add t here n.a absolutely 

no buslnaaa. The London urltat n.a •atUl on holl.ay•, I aakecl 11' 

~ further Ruaaian &old h&4 coae to London and he aaid that th&J' 

had receind n,ooo,ooo reatarda7 whi ch n a aarurlr .. tor Buui .. 

account but that the laat aala ot gold in tha urkat took pl ace about 

a tortni&ht ago, I told Jlr, BoltoJa that Ja,anaaa gold n• atUl 

coaillc hare and that •• had ~ t hat 18001000 1n gold had been 

ahipped direct to London. Be aa.id he had heard about it troa the 

1Daurance people but 414 not undaratand wnr th&J' ware ah1tp1ng 1 t to 

~ndon, azcept •• an axperl8ent, •• it waa .uch mora axpanaiTa, 

upec1all7 now i n rlaw ot the higb r a taa tor war rhk iJaurance on 

1h1paenta rla the Mediterranean, ( I t appears aore l ike a , .. tura on 

the part ot the Japanua tor our. benefi t) . Jlr, Bolton aentioned the 

arr&nge!lent which thq ba4 ll&de w1 th the Yokoha• Specie Bank (with 

wbich he aaid I na p.robabl7 t&81l!ar a a the payaente go tlu'Oush hh 

account on our booJu) 'IInder wb.lch the Bank ot Bllc1aD4 t &lr .. dollara 

!roa the Yoltohaaa Specie Jlanlr, Be aald t here n 1 nothtns blndinl 

on their part , but they ware only doing i t to ciTe the Japan••• a 

decent price •• the aarltet ia ao D&rl'OW eTan a ..all ottariDI baa 

• dtprudng attect. I retened to tht preu report ot the uaentlu 

lhl!lllent t~ LoAdon ot 1,810,000 ounoas ot gold. Be aaid that th11 

cold woW.d be ..,,.. t o ~· .a.uu, but t hey bad not aa )'&t 

rectlTecl det1n1ta 1nat.ruot1ona, only tnquir1e• a• to treisht retaa, 
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D ATE Apcuat 2§, 1887, 

... 
1 

!llllll'&D.ce, etc. Be .a14 .&rcentlnasezportt ba4 been Yery 1004 aD4 

t ba t 1t wa1 Ollll¥ utural for tb• to brlq &D7 aur,lu col4 hoM. 

Bt 1&1cl. we all 4o tbat. 

wttb 

I aua41 llr. Bol toll 1t lw ba4 eJ11 1Dfon.at1oa on tho two 

lh1paeota of &Old b)" luual llontap • CoapeJ17 to tho ll&u.hat tu CoapeJ17 

uo110t1Dc to about ta,ooo,ooo, about 11hich I 1nqll1rod cl.ur1A1 our laat 

telephone coonraation, aa then nro two atanar lb.l~onh reported 

• • I!OIIinl fol'WU'd troa l.ondoa totallnc about ta,ooo,ooo on tho 

1ttuera ToloDdaa an4 PoDillend. llr. Bolton 1&1d t hat 1t 11 Yory 

llkel7 that tho,. plcl. abl~enta orlctnato 1D Antwerp and are 1h1ppod 

to London f irat, t hence to In York. Tho Bolciana aro 1tlll loalnc 

cold 1toad1l7 an4 he Ulldoratan4a lontacu 11 ••rr clo,. to thea, Ono 

or the dY,"0qtora of luuol llontap • CoapeJ17 11 a r elat ho of Oonl'DOr 
' ''i:JJR 

franot of tho lational Bank of Bolli• an4 ho tboucht t bat IOM 
l 

lpec1&l. ~.;;it • ba4 boa u4o. Bo ~aid tbat lfonta&U ba4 bocoao 

lOre &Ct1;e· reellitzt 1Jl tho LoDdOD cold aubt and tbat praot1oall7 

aU ot tho .. buald'U' waa be1D1 done b7 l ontacu &Dcl. Jlothloh114. 
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RB CODAT 

Paris 

DatEd August 25, 1937 

REc 1d 3:13 p . m. 

SEcrEtary of StatE 

'.lashing ton. 

119£. , i.•IO-uSt 25, 5 p . m. 

?:em CoCJ!RAli . 

Forward f ranc and FrEnch rEn~~s continuE to 

inoprovE . i 'o EV:I.dEnCE of opErati ons '>:' Fr:nch ct)ntr::>l 

in today 1 a au iEt ExchangE marktt. Cl'.Ciclo::. fun~t solrl. som£ 

rEntcs . CErtain dEtails of plans mat\E in today 's mEEting 

of Council of l!inistErs for furthEr financial dEcrEEs wErE 

rECEi VEd too latE to influEncE markEt. Swiss National Bank 

continuEs to losE gold ·and gain forEir,D ExchangE . No grEat 

signific~1cE is attachEd by EuropEan financ1~1 prEss to 

ArgEntinE dEcision to withdraw important part of gold 

holdin6B from Bank of England. 

I•'INI\NCiliL NEWS London says six hundrEd SEVEnty- ninE 

million pounds st[~ling of gold rECEivEd in GrEat Britain 

sEcond h~f . (!f last !lEEk frODI China "doubtlESS rE'prEsEnts 

mEtal collEctEd intErnally or ~urchaaEd from thE UnitEd 

Statu .... 
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RB - 2-#1198 , August 25, 5 p . m. from 
Paris 

s tatts agains t silver which tht ChinEs£ authoritiEs arE 

converting i nto stErling assEts to form pa~t of tht nEw 

rtstrvE of forEign currEncy for tht notE issue " . This 

article adds that som£ Eight hundrtd and sevEn million 

pounds 11of gold also arrivEd from GErmany prEsumably 

Russian c~ld sr~t to London via Berlin in accordancE 

with t hE Russi~~ GovErnmEnt's rEcEnt ~racticE" . 

JLS 

KLP 

, .JLLITT 
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August 26, 1937. 
12:32 p. a . - Thursday. 
From Hawaii 

Go ahead, 

Hello 

Hello Wayne. 

Bello Henry. 

Good morning. 

Good morning to you. 

How do things look back home? 

Ah - couldn' t look much worse. 

Oh - really? 

Yes . 

What ' s the matter? 

Well you got the news I suppose about British 
Ambassador being shot. 

No . 

British Ambassador to China was shot. Be •• • • • 

British who? 

British Ambassador to China was shot by a J apanese 
airplane . 

No . 
Ah - that - there bas been an apology which doesn't 
explain too much. 

I mean how was he - in the street? 

No he was motoring to Shanghai from Nanking •• •• • • 

Yes. 
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•• •• and a Jap plane comes along and - ah - machine 
guns the road and then drops a bomb on him. 

Oh for heaven's sakes . 

145 

And that bad - I mean bad quite an ef fect on all the 
markets . 

Ah - stocks - everybody i s talk - I mean the market 
i s very ne.rvous anyhow • ••• •• •• 

Yes. 

• • • • • and your industrial s tocks are off- ah - ob 
three and three quarters points • • •• •••.•• 

Yes . 

• ••••• everything else i s off. Bonds acted very 
badly. 

They have . 

Yes. 

Bow about our 5-year old bills? 

Ah (Bas conversation aside) Three to f i ve - par 
three to five. 

l'lell they're not of f so much. 

No - ah - notes have acted comparatively well but 
t hey're orr ••• •• •• • 

Wayne what are they nervous about? I mean - ab -
what - what could happen as far as we' re concerned? 

Ah - I don't think anything but that - ab - the 
markets are just nervous. 

I see. The President i s at Hyde Park, isn't be? 
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No he ' s -he's going there tonight, I believe. 

Oh, I see. 
Thursday. 

The radio said he was ioing up there 
Is be going to be away for a while? 

Yes. 

For how long - do you know? 

Until the 15th. 

The 15th? 

Yes . 

Of September? 

Yes. 

Well is he going to s t ay at Hyde Park? 

I understand so. 

What? 

I understand so. 

• 

I see. Well - ah - you might, in addition to the 
information you ' ve been sending me, send me the 
quotations every day on - on f our ijonds - the 
government bonds - whi chever are the most signifi-
cant. 

Yes. 

Pick out four bonds ••• • •• •• 

Right • 
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•• ••• • and send it to me . Because it's been helpful 
for me to have that, you see? 

Ah- Burgess is back •• ••••••. 

Yes . 

d - ah -he' s - ah- I•a glad he is. 
. • • .. . an 

H.ll.Jr: Yes. 
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But it' s - ah -he thinks that this is just one or 
those things that happen ••• • • •• 

Ah-ba. 

14 

•••• and be's glad that itts happening this week instead 
of next week. 

I see . 

Ah - they have got some bids in the market. 

Ah-ha . 

Not very heavy because there i sn't much volume but 
it got to be a little bit panicky here this morning . 

Ylell how does he feel about our financing? 

Well he - ah - doesn 1 t think we ' re going to have any 
trouble. I mean as long as we - ah - get the right 
maturity and so on. 

I tell you what you do - ask him to send me a little -
what - what he thinks we can do and have it coded and 
send it to me, will you? 

Yes I will. 

To-day. 

Yes. 

P~ease. 

Right . 

Have him write out a little statement of how it looks 
to him and what he thinks we could do as the thing 
looks today and have the thing put in code and send 
it over to me . 

Yes . Now there ' s one other thing. 

Yes. I mean just what his opinion is. 
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That ' s right. tlow to get to another subject . 

Go ahead. 

On ~his Far Eastern situation. 

On the which? 

On the Far Eastern situation. 

Yes . 

There was a special message that came to you l ast 
night - ah - through Buck .. . ... . 

Yes • 
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••• •• •• which went to the other interested Department •••••• 

Yes. 

• •• •• and do you want me to- ah- let Buck know t hat 
you are not in this country? 

Yes, why not? 

I think i t 's -I think it' s advisable to do it 
because it was rather an urgent appeal, you see? 

Ab- ha. 

Nothing that you could do anything about. 

Ab-ha. But supposing you send the message over to 
me anyway. 

Yes I 111 do that. 

But don't tell him that but simply I would tell hi m 
that ~ 1 m not in the country •• ••• • •• 

Yes • 

•• •• • until saturday a week. 
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And that the message was deliYered to where it 
ought to go. 

Vlell whatever you think, 

Yes , 

\'/hat? 

Yes. Be' s already been told that the message has 
been receiYed. 

14S 

Well there isn't much use or sending it to me, is there? 

I don't think so. 

What? 

I don't think so . 

No. There's nothing I can do, is there? 

Not a damn thing . 

Well then I would advise him I'm not here. 

Yes. 

(Laughs) I ' m here - not there . (Laughs) 

That' s right . 

Yes, I would. Ah - an appeal f or help? 

Ah - yes . 

Ah-ha . 

Nothing . 

Well there ' s nothing we can do, i s there? 

Fine. \Vhat else? 

That ' s about all. 

When did lla,gill get away? 
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Why he got away - ah - ah - last Friday night . 

What - this last Friday? 

\'/hat? 

He just got away last Friday. 

Yes. 

~h-ha . Well he 'll get two weeks in anyway. 

Yes, he ' ll - he's planning on coming back after 
Labor Day so he ' ll get two full weeks there. 

He gets a full two weeks, doesn't he? 

Yes. 
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Well that•s good. Now what else cheerful have you got? 

Ah (laughs) it's stopped raining. It ' s been r aining 
for five days and it just ·Stopped. (Laughs) 

Really? 

Yes . 

All up and down the coast? 

Ah - pretty much . 

Ah-ha. 

Ah - there' s a slight premium on gold 1n London. 

Vlba t "Was t hat? 

There • s a slight premium on gold in London. 

Have we lost any? 

NothiOC • 
Ah-ha . What - what is our s terilizati:>n i'und - a 
million what 
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A million three - a mill i on three naught nine. 

ab-ha . Now the only suggestion I have is -
in the New York Times on August 16th, which just 
arrived, they had an article b¥ John Cried~r -
C-r-i-e-d-e-r on the front page •••••••• 

Yes . 

151 

•• ••• entitled, "Roosevelt Insists on Budget Balance" . 
I don ' t know how they got that story. It quotes a 
lot of stuf f from the Tr easury, see? 

Yes. 

It's good. I wondered if you and Bell couldn' t work 
up something else like that ••••••• 

Ah • 

• •• •• on this spending showing the decrease in the 
spending under the Rel~ef Agencies . 

Ah- we ' ll do what we can. 

But take a look at that article. 

Yes, we - ab - I suspect that we had nothing to do 
with t hat one . 

Well t ake a look at i t . I don't know who put it in 
the paper but it was good . 

Yes . 
But reduced costs of the Relief Agencies, see? 

Yes . 
And - ah - what else? Is that all? 

Ah - that ' s about all we have. 

All right, gad you ' re about as cheerful as a 
mourner at a • • .• . • . •. . • 
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(Hearty l aughter) Maybe it' s the five days ' r ain. 

All right, Now is Bell there? 

He is - right here. 

Ri ght . 

Hello 

Hello Dan . 

Good morning. • 

How are you? 

Pretty good. How are you? 

Is Hopkins ' li~ng up to his bargain on his spending 
since the first of July? 

Well he's living pret ty well w1 thin his o1m figures 
as to employment and down to about the mark that he 
agreed upon. Now something ' s been done in the last 
week for these - ah - marchers in town and I haven't 
been able to get t he low-down on it but I understand 
t hat Hopkins and t he President agreed that there ' d 
be no more lay-offs . 

That' s what it had on the radi o. 

Yes at the present time. Well apparently they cal l ed 
the leader or something; I don't know just what it 
was and .. .• .•• .. 

'The r adio said that they promised this fellow Lassiter ••• 

Yes. 

No more lay-offs . 

That ' s right. 

R.U.Jr : Yes . 
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Vlell I understood that there was a letter delivered 
to him by the President. 

&b- ba. 

He ' d been trying to see the President for two weeks 
and be wouldn 1 t see him and then I think be held 
out so l ong that tbey bad to give him something . 

Vlell how about - ab - is - i s it much over 100 
million a month? 

' Vlell expenditures for WPA up to the 24th. ,, • • 

R.!LJr: Yes . 

B: 

R. li. Jr : 

B: 

B. LI .J r : 

B: 

B. li.Jr : 

B: 

R.JJ . Jr : 

B: 

H.U.Jr: 

B: 

• • •.• of Augus t .••...• 

Yes . 

••••• jus t for tbe month 86 million . 

86. 

Yes, and then 32- that•s 32 million less than the 
same period l ast year and total for the year is 
213 million as compared with 280 or 67 million l ess 
than fiscal year. '37 . 

Well are you still spending last year ' s money or 
will that all come out of the billion and a half? 

Well i t ' s all made a part of the bil lion and a 
half now, you see? It was all thrown together. 

I see. 

Ah - of course, there will be a liquidation in a 
lot of thos e old obligations incurred in 1937 -
this year •• •. •• • 

Yes • 
•••• • but - ab- there will be possibly about a 
hundred - about a billion 650 million dollars un­
obligated balances indluding the billion and a hal f 
avail able for expenditure 1n 1938. 
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Well I don ' t think the story' s got across the papers 
at all the big reductions 1n emergency expenditure 
see? 

1 

Ah- ha. 

And if you and Wayne Taylor could work out somethi ng 
t o get that over I t hink it would be helpful at this 
time, don't you? 

All r i ght 1 we • ll look at it. Well - ah 

\'/hat 1 s my working balance t o-day? 

792 - ah - mill ion. 

How much. 

792 million Tuesday night. 

Yes . 

And that will go up - ah - tonight - that will go 
up from yesterday evening about 40 mil lion. 

Ah-ha . 

Ah - the statements I sent you indicate that we might 
have as much as 804 million going out of Augus t but 
I t hink that ~~11 increase to about 815 or 20 because 
we estimated they'd give 55 million t o unemployment 
trusts and I believe it' s going t o 70. 

Really? 

Ah-ha. On this budget t hing, I don't know that I ' d 
talk much about it. 

You don ' t? 
I'll tell you - the picture is goi.ng to look pretty 
bad when the SUJD~~~Stion comes out . I•m terribly dis-
appointed about it. 

\Vhen i s the sUJDilllltion coming out? 

\ 
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Well certainly not til l after financing . (Laughs) 

All right. 
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(Still l aughing) That would be physically impossible . 

I wouldn ' t say anything. 

No I - I tell you - they added a lot of t h ings in 
the Congress and I ' m afraid we ' re not going to get 
much below thl\t 418 million deficit that we showed 
in April. 

You mean for the whol e year? 

Yep . 

Ob my heavens that's terribl e . 

Wel l I t hought we could probably wipe that out but 
I tm afraid that there ' s been enough added - see we 
had a 30 million dollar credit in from Commodity 
Credit. 

Yes . 

I'm now told that that' s going to be a black figure 
of 230 - 200 million which makes it a loss in the 
budget of 230 million. 

Well why? 

Loans to cotton. Those things burt. 

Yes. 
200 million over and above what we - ah - f i gured 
on in April. 

Well the President agreed t o t hat, didn' t be? 

Oh yes, it' s agreed to - there i sn't a.ny ques tion 
about it. 

What ' s that? 
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Yes he agreed to it, I tm sure. 

Wel l - it i s pretty tough. 

Yes hut he told me yesterday - I told him that 
that I thought it was going to be a bad picture 
in 1 38 and I didn' t think the t he could tell the 
American people in 1939 that there wasn ' t going 
to be a balanced budget •••• •••• . 

Yes . 

••• ••• even if he had to say we were going to ask 
for new taxes . 

Yes . 

Well he agreed and he sai d I tm going to get you a 
balanced budget {l aughs) in 1939. 

Bet s going to do what? 

Get me a balanced budget in 1939. 

I still don't hear it. 

I say be told me that he was going to get me a 
balanced budget in 1939 • • ••• •• • 

Yes • 
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•• •• • including- ah- 600 million of debt retirement. 
Well I said, "We'll be satisfied with that". 

Yes. Well I'm terribly disappointed over this. 

Well I am too. llaybe it won't look as bad 'llhen I 
get into 1t but Itm afraid it' s a pretty bad picture. 

Yes. Bow does the ~esident seem? 

Seeoa in very good spirits. 

Yes. 
Yes. Going away tonight to Hyde Park and • • •• • • 
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What ' s that? 

He 1 s going away tonight to Hyde Park •••••••• 

Ah- ha . 

••••• and be back here probably the 15th and 16th 
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for the antietam celebration and the constitutional •• • •• 

I see • 

•••••• celebration and then- ah- I think he ' s going 
away; no one knows where. 

After the 15th? 

Yes. Told me that he1 d be away for about a month. 

Really? 

Yes up to about October 15th. 

October 15th. 

Yes . 

Ah-ha. 

Said that would be a good time for me to take a 
vacation. (Laughs) 

Good. 

Yep. 

Ab-ha. 

Good. Be' s going away for a month, eh? 

But be didn't say where. 

Ah- ha. On t he 16th. I see . 

Yes . 
All right. Do you want to say anything? 
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B: 

H, LI.Jr: 

B: 

H. U.Jr: 

B: 

H.!l. J r: 

B: 

H.M.Jr: 

B: 

H.M,Jr: 

B: 

H. ll. Jr: 

B: 

H . ~t . Jr: 

B: 

H,M, Jrl 

B: 

B.N.Jr: 

- 15-

I haven' t got a thing other than that. 

Does Archie want to say anything ? 

158 

Archie isn' t here -ah- he' s - ah- (Aside to Taylor a 
\Vhere is he?) He ' s in Baltimore. Deitrich' s here. 
(To Deitrich: Got anything?) Deitricb •says he hasn't 
anything other than What Wayne told you. 

Well ii' you people want to get any mail to me when I 
land send it to Captain Parker of the Coast Guard at 
San Francisco. 

Captain - ah -

Parker. 

(Aside to Taylor: Do you know that?) 

Captain Parker - Coast Guard - San Francisco. 

All right. 

I don't know whether I 111 call you again but I may 
before I go - Itm leaving Saturday you know. 

Ah - Vlayne wants to know what day you expect to be 
in Ylashlngton. 

Next weelf ? 

Yes. 

I expect to be there Saturday and Sunday. 

Ah - you won't get here before what - Saturday 
morning late? 

I'll either get there late Friday night or very 
early Saturday morning . 

I see . 
Why? What's wayne r:ot on his 1111nd? 
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B: 

R.U.Jr: 

B: 

R. Y .. Tr : 

B: 

B. I.I ,Jr : 

B: 

I:I . IA .J r : 

B: 

EI , IJ ,Jr: 

B: 

H, I.I , J r: 

B: 

H. Li. Jr : 

B: 

H.U.Jr: 

B: 

H. LI.Jr: 

B: 

H,M,J r: 

- 16 -

Well he wanted to know 1t you wanted to see the 
Open Market Colllmittee and, if so, when? 

Oh I don't - do we want to see them? 

159 

I don ' t believe so - ah ( Aside to Taylor: I don ' t 
believe it's necessary, do you?) Three of the members 
are here . 

Well if I see them I ' d see them Saturday. 

Well - ah - three of the members are here and - ah 
Harrison says he ' ll come down Saturday if you want 
him. 

George Harrison? 

Yes. 

And - and Burgess? 

Well Burgess - ah - questioned whether you wanted 
him to stay in New York - he could come down Saturday 
afternoon after the market closed. 

Well I - I certainly would want to see him after the 
market closes . 

Wait a minute. 

I'll be 1n the office about 11 o' clock Saturday. 

Oh - ah - Harris tells me the market Will be closed 
Saturday. 

Oh. 

Chances are 1t Will be. 

Vlell then have - ah •• • • 

So Burgess could come down here Saturday. 

I•d have the boys get together -who ever' s here, yes. 

11 o' clock Saturday. 

Yes . 
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R.M.Jr: 

B: 

H.!.! . Jr : 

B: 

H. W.J r: 

B: 

H. IJ.Jr: 

B: 

H.M. Jr : 

B: 

H.!l.Jr : 
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(Aside to Taylor: You - ab - anybody from the West?) 
All right we ' ll - we'll call Eccles and leave it to 
him. 

Is Eccles in town? 

Well it Will be Ransom,Wayne tells me. 

I thought Eccles was away. 

Yes be is . 

"11-ba . 

Well we'll have some of the group here then at 
11 o' clock Saturday morning. 

All right . 

Goodbye. 

All right, thank you. 

Goodbye. 

Goodbye. 
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Secretary of State 

.tashington. 

1203, August 26 , 4 P• "' · 

, "RO! COCHRAN . 

CODAT 

Paris 

Dated August 20, 1937 

Rcc •d <. :51 p. m. 

Trading still v;;ry light on Pa ris exchange . Forward 

franc continues to be wantEd ~1C rcntcs better. Bank of 

France otatcmcnt as of August 19 showEd no new advances 

to GovErruncnt but TrcasHry account down to 72,000, 000 

francs; wi th circulEion lower covEragE was 53 .14 versus 

52 . 78 , larkct found nothing particularly disturbing in 

new s eries of decrees mentioned bElow but inclined to con­

s ider t hEm artificial rather than productive . 

~nCEr the special authority accorded the Government 

161 

by t he law of June 30, 1937 a f urther aeries of financial 

decrees was promulgated in today ' s Journal Officicl proVl.dinl 

chiefly for the following: 

OnE . An immediate inquir~r into pr oduction embr acing 

13 br anchEs of industr y . ThE Inquiry CommittEE will 

include in addition to officials of Government dcpor~£nts , 

rcp:cs cntativcs of employer s and of labor. Its task will 

be to proposE such measures as may be necessar y to improve 

production 
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Paris 

production and in a general '-l3.ll11tr the situation of 

agricul turt , industry, and C0111l"Ercc . 

Two . ImnrovEmEnt of commcrical and industrial 

t ('Ui:!)r.cnt of couuncrcial and l.nO:t·strial equipment for 

the r a:9id increase of production through Govcrnncnt aid . 

Thl.o incl t·dcs t echnical ass l.st,,ncc from the Credit National 

by r.;eans or the allotment pr:t'.:rably to smaller trade and 

inclnotr•y of 1ntcrc ~t rcl:o nt cs !'Ol' a ncriod of four years 

at moot an( to a maximum 8llnucl amount of 35 , 000, 000 

f r ancs not to exceed 4 percent nor be morE than 50 per-

cent or t : ~ 1ntcrcst actually ~aid on the mortgagE . ThE 

rc~at:3 >~111 bE turned over t o a special account opEnEd 

• 

wi t h t:u: :::r cdi t National in t he name of the fl.rm concerned 

and wh1ch can only be debited for t he payment of the inttrtrt 

due . 

TI~EE . Promotion of thE ~uilding industry through 

lower mor cy rates, interest rebates as abovE with assistancE 

of Or tdit 1roncicr to a maximum of 40,000, 000 francs and 

ccrta~n t~~ exemptions; 
EasiEr formalities for mobilization of Gove~~cnt -· 

Four . 
securities to permit quicker o~ta1n1ng of advances f rom the 

Bank or r r~ce on registered state securities . Ot her 

decrees 
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dEcrEES rElatE to various branchEs of statE crEdit pricE 

control, rEEnforcEmEnt of supErvision ovEr insurancE and 

163 

invE stmEnt companiEs, pEnsions , pricE of whEat . ThE dEcrEe 

rElating to thE supprEssion of thE tEn pEr cEnt lEvy on rrntt. 

coupons though approvEd is hEld ovEr pErhaps to includE 

othEr sEcur1t1Es such as thosE of t hE CrEdit National and 

railways , 

BULL ITT 

SI.!S 

NPL 
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164 

Dated August 27, 1937 

RECEiVEd 5:50 p ,m. 

SEcrEtary of StatE 

Hash1ngton 

1209, August 27, 6 p .m. 

FrEnch contr ol yiElding attrling t hroughout t hE day 

at 132 , 95 to S2. Forward rat£ also tEndEd to weakEn and 

intErvEntion was apparEntly EffectEd at London to hold 

thrEE months stErling at thrEE and fi vE Eighths . On thE 

fEer that latEs t dEVElopmEnts incrEasE l ikElihood of 

British i ntErvEntion in Far Eas t sterling v;e.s today 

offErEd against all lEading currEnciEs ExcEpt thE FrEnch 

franc , FrEnch rEntEs lowEr and intErnational sharEs 

followEd downward trEnd of London and NEW York , 

AnothEr sEriEs of FrEnch financial dEcrEES appEarEd 

today . ~hilt it is too early for thESE and thE onEs I 

rEportEd yEstErday to bE analyzEd and undErstood by thE 

mar kE t t h E impression grEw today (and causEd thE wEaknE SS 
I 

in t hE franc) that thESE mtasurEs arc in opposition to t hL 

Economy dECrEE& recEntly issUEd indieat£ thE lack of f aith 

of thE GovErnmEnt 1n achiEVing ohtap monEy ratEs by repa­

tr i ation of capital and othEr normal means and at sam£ 
tim£ 
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EDA ~ 2 ~ #1209, August 27 , 6 p .m. from Paris 

timE (par ticularly through thE lifting of thE t en percEnt 

lEvy on rEntE coupons) incrEasE thE improbability of any 

EffEctivE measure toward rEducing carrying chargE of Govern~ 

mcnt dEbt , Building costs havE gone up so stEEply in 

FrnncE during past yEar that EncouragEmEnt to construction 

providEd 1n thEsE dEcrEEs is htld insufficiEnt , 

l'uch spacE givEn in financial prEss to lowEring of 

bank ratE in a :•.v York, CommEnt in city notEs of today ' a 

LONDON T!i~ES wag as follows: "Thua NEw York continuEs t o 

hold thE d1stin~tion of bEing thE chEapEst monEtary cEntEr. 

ThE :-~nso:1 for r Educing abnormally low bank ra~Es to still 

lowEr lEvEls :na7 not bE vEry cltar EspEcially at a tim£ whtn 

borrowing is incrEasing but thE mEasurE bas a political 

rathEr than an Economic significancE . DEmand for montY 

in t hE ~nittd StatEs has bt tn growing for somE timE past 

with t~E progrEsS of tradE recovEry and thE banks ~ which 

art thE pr i ncipal holders of GovEr~mcnt securitiEs ~ bav£ 

rEalizEd somE portion of t heir holdings in order to provid" 

thE nEcEssary mEans to financE tradE . By rEducing thE 

rEsErVE banlts ' rEdiscount ratEs it is hoprd to inducE thE 

banks t o d1scount their bills and advancEs mort fr t rly and 

t o ovoid t hE selling of GovErnmEnt stock. Enormous imports 

of gold i .nto AmErica b4vt causEd thE Government to adopt 

a attrilization 
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n st£rll~zntion proctss with a Vl£W to prtvEnting too grtat 

un t x;1o.nsion in thE supply of crtdit , As long as th£ 

OovtrnmEnt st£riliz£s gold imports it may bE difficult 

to justify a ris£ in monty ratEs but a rEduction of 

EXCEptionally low ratEs sEtDIS hard to account for on 

bus lnE as grounds" , 

Poa1tion of GovErnor Franck btcoming morE uncomfortn­

bl£ as ca~pni~ grows for invtstlgation of and sharp sane• . 

t i ona agn~nst ~lEgtd action of Oovtrnor and Dirtctors of 

Nat1ont'.l Flo.nk of Btlgium in splitting among thEn!SElvEs thE 

salary of Van Zttlnnd aftEr latt£r guv£ up undtr govErnor­

ship to EntEr (; nbintt . 

BULL! 'IT 

SI:S : ;•?L 

0 
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London, August 30, 1937. 

Uy dear ur . Secretary: 

I have reported Sir Frederick Phillips• pl ana in 

m.y !lo . 536, Aue;ust 12, 5 p.m.. and llo . 554, Auc;ust 12, 

6 p .m.., confirm.iog t he rect tha t he will arrive 1n 

V/ashiogton on the week-end before septecber 20th, 

the date or his f i ret meeting with you. 

I plan to sail on the •norm.endie" on september 

5th, end 1 will arrive in \'leshingt on septf>mber l •lth. 

1 enclose two articles and an editorial which 

recently ap peared in "The Times• on the French situa-

tion; you m.ay be interested in &lancing through 

these inasm.uch as the writer • s atti tude end predi-

lections are not disslp•'lor t g Phillips•. 

1 do hope you have bed e eost restful end en-

joyable vacation . 

f/1 t h kindest regards, 

• 

RespectfullY yours , 

~i~OJ-... ,~ 
The Honorable 

Henry uorsentbeu, Jr ,, 
secr etarY or Treasury, 

yteebiogton. 
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PARIS 

SEcretary of Stat£ 

./uhillgton. 

1220, August 30, 6 p , m, 

FRO; COCHP.A!l . 

DatEQAUguat 30, 1937 

REc ' d 3:50p. m. 

In convErsation yE stErda.f Vinc Ent A11riol told mE that 

hE ha c!. rEcEntl y said to his succEssor MinistEr of Pj.nancE 

Bonnet tht-t t h E lattEr was 11 Enting whitE lrEnd'" in :.ugust 

but th~t in SEptEmbEr or October he :nigh~ bt hoving the 

samE har d fare that hE , Auriol, had l ast SeptEmbEr . In 

other words Auriol doEs not Expec t thE prEsEnt rEspitE for 

tht Treasury to last . Ht was as always most apprEhEnsivE 

as to t hE gt~tral outlook for international currEncy s tn­

bility if r&armamEnt continuEs at thE prEsEnt pact . 

Paris ExchangE MarkEt wi tnessEd fairly widE fluctua­

tions today. FrEnch control gainEd a littlE stErling at 

132. 82 11hile British control was loeing dollars against 

sterling around 4 ,963 . PrEssurE on stErling was incrEaSEd 

by rumor that Japan would take no cognizancE of British 

note . ~cport that AmErican ship had bt£n torpEdoed by 

JapanESE C8ll1£ 
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RB - 2-#1220, August 301 6 p ,m. from Pari• 

JapanESE camE too latE to affect thE market . For ward franc 

slightly improved but rrntrs lower and internationals offtrtd. 

:::Onnrt has announced that thE ten ptrctnt tax imposed 

by Laval on Frtnch rente dividends will bE abolished rfftctivr 

Yltd!1tsday on securitiEs hEld by individuals . This news had 

alrtnc!y bEEn discountEd on t he rrntr ma.rkEt , Bonnet also 

announccc'. that thE exact figure of four n!ld onc -ha~ pErcent 

1934 bonc'.s rEfunded was three billic:m one hundrEd s!.xty-onc 

million . 

•Jclg1an l'inistrr of FinancE Pt£rran h•.s accord~ng to 

press ~ssuEd a rEport of investigation of recent al legations 

against Covrrnor and directors of Brlgian National Bank 

which zxonrratts them from any legal misdeeds but recommends 

measures for avoiding recurrence of situation under invrstig~· 

tion . 
:::u1torial on need for world cooperation with respect 

to CUl'rtncics appte.ring today in LONDON FINA!ICIAL TIMES 

concludE: " If EVEry country is going to depreciatE its 

currEncy in greater or less degreE then we must work to­

grth&r so as to reach the ultimate goal of a world-widE 

currency relationship in which under and over- valuation 

art reduced to a minimum• Belgium tried to achieve that 

end 
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RB - 3~/1220, August 30, 6 p .m. from Paris 

tnd in 1935 and England, thE Uni tEd StatEs, thE stErling arta, 

and Holland , SwitzErland and BElgium art in a fair way to 

achiEvE it today. FrancE is still in thE throEs of t r ial 

and Error and. GErmany clings to thE first altErnativE or 

rEstriction . ThE rEal nEEd is for consultati on and coopEra­

tion instEad of Each country waiting to sEE how thE othEr 1s 

going to jump . I n othEr words wE nEEd a unitEd Effort madE 

in a apir1t of friEndship and mutual trust and not in an 

at mosph ErE of compttitS.onll'ld suspicion. " 

BULL!'i:T 

NPL 

\: "! 'I I 1 ; "! •• 
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J'RQI(: Jaerioan ._baa_,, Pari a 

DA'l'J;t Auguat 51, IS p.a. 

•o.: 12315 

J'JIOI( OOOIIR.Q 

'leameaa of tbe belp wu a feature of the Parle 

exob&Dga u.rtet toda,y r .. ultill& froa praaa report& of a 

etorm, aeaaion 1n yaate~'• •••till& of abareholdara of 

the lation&l Bank of Balgiua Hu1at 4nonatrationa w 

the poaa1b11Uy of O&binet reaip&Uona 1f no a4Juataent 

waa .ada of 41fferancea between the Pri.ae K1n1eta:r w 

the Jl1n1atar of F1D&nce . 

Jbrwa:d truo appear• quiet . Jlonq 1a aoaroe but 

the~• are atill hopaa for a lowering of 41eoount rate. 

A poeaibla etrill:e 1n the a.naul t autoeobUe worlta 1n the 

near future 1a belli& rumre4. 

Another eat of finUoi&l 4eoreea waa prollllllpt84 1n 

tod&)'' a Journal Official. 'l'ha two aoat 1lllp0rtant deer••• 

oonoern: (1) the .uppra .. i on, ettecti•e on the •turity 

date aubaeq~nt to the nut of Sept•b•r • 1937, ot the 

1~ lny on ooupona of 'l'r...ur1 .. cur1Uea W raatae 

belona1na to 1n41Y14ual&J (3) th8 oon•araion, oonaolida­

tion &114 -.ortia&Uoa of t oraip lo&Da· !o perait th8 

GoYarnaat to aaet tha axtana1•• •tur1Uaa of Ua tora1p 
lOU& 

1 f 4 
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loua U4 ~•e oon~no~et 1n 'bell&lf of l'rnoh pablto 

o;rsantaaUone &114 1n order ~t no tur~her ohareee 1a 

the l&Uer 001Uleot1on be ta-ben~ 1IJIOD ~ uate, 

ar~1olea 1 &114 a of ~he deoree proTide, 1a tranelatton, 

ae followa: 

.Artiole 1 . Author1aat1on 1e ginn ~ lltateter of 

r1aanoe ~ borrow for the aooount of the Treaeurr on for­

•tsn arlte.~a wUh ~he Ttew of ~he •orttsatton ooneol148.­

t1on or oonYeraton of loua ooutraoted abroad llt' the large 

:rau._,e or ~ a~a~e publ1o bod1ee • 

.lrtiole a. Author1a&t1on 1e ginn the 111a1eter of 

JiaaDoe w en~er agre•ent:a With the large ran-.• or 

~he rrenoh l&tton&l aau._. 0011p&Df &114 with publto bodt .. 

for ~he purpoee of aeUliJII the teru Wider 11h1oh th., 

are ~o reilllNrae the !1'..-ur for the obargte 11h1oh 1 t 

Ue\lllte on aoooat of the 1 .. uee 11h1oh it U114ert&te• 1a 

their behalf 1n appl1oat1on of .lrtiC?lt 1 of thie 4eoree• . 

115 

O~r f1D&D01al 4eor••• relate to f1eoal .o4tf1oat1one 

•1nl)' 1n regaM to oo..-1 ftn&Doe, ourrent e.ooounte, eto. 

In a Mettac thie forenoon the Oolmo11 of 111D1etere 

41aouee4 the tema of a 4eoree 11h1oh Will appear toeorrow 

eetabliehilll •t» rra.ob JraUcmal Ra11-.r 0 •IPIJ', alrHdT 

.. uoaet abon. Jlail_,. hM4a u4 the 111a1eter of Pulllto 

Woru aipM tht pert1Milt -.r•••'· 
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