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SepteJIIber 20, 19.37 

By &rra~~&_t, Sir frederick Pb.Ulipe, Ul>der­
Secretar;r ot the British Treasury 1 called 011 the 
Secretary at two-thirty this atternooo, acc011panied 
by Mr. V. A. L . llallet, CoUil8elor or Dlbass;r, and 
llr. E. N. R. Trentballl, l"inancial Counselor. There 
were also prssent Mr. Wayne Chatfield Taylor and 
Mr. IVilliSJD W. Butterworth, Jr . 

After the usua1 pl• santrias it waa agreed tbat 
inf'oraal -ti.Dgs to discuss probleas of autua1 interest 
and concern ahoul.d begin 'l'uescUQr aorni.Dg, Septeaober 21, 
at 10:.30 and be continuad atter luncheoo at three o'clock. 

The Secretary offered to give a !oreal dinner tor 
Sir frederick Phillips or to have a voup ~ the Treas­
ury and the British Dlbassy to dine informally together. 
Sir Frederick Phillips said that he •uoh preferred the 
letter and it wae agreed that 'l'iednel!day night should be 
kept tor that purpose. 

Phillips explained that oo his arriftl. he fo~md 
a 1118ssage for h1a tr011 the Chancellor of the Exchequer 
transmUti.Dg a copy ot a aessage Bonnet had sent to 
SiJaon in respoose to an inquiry llhich the British Treas­
ury llllde of the french Financial Attache in London -.hen 
the franc began to depreciate. The Chancellor also 
inclosed a aeseage which be proposed to send Bonnet it 
the Secretary concurred. 

The Secretary t-mediately asked about the dste 
on which Bonnet's cc..llllicatioo bad been received and 
obtained and read to Phillips an excerpt troa A.llbaasa­
dor Bullitt•s telegru of Sept811ber 16th reco~mti.Dg a 
conversatioo with Bonnet in llhich the latter stated 
that it bad al~e been his belief tbat approxillatal;r • 
145 to the po\llld was the true ftl.ue ot the tranc and 
that he tho\lght that the trenc would cootinue there­
abouts indefinitely. 

It wae ob'f'ioaal;r pertinent to obtain t he exact 
date of Bonnet •a c~llllicatim to SiJaoo expHuin& 
sa...wbat different 'ti8 ws and Phillips aveed to do so, 
at the - tiM expla1n1ng t o the Chancellor that a 
reply troa 11r. llorgentbau w<Mld be torthcoaiDC ta.orrow 
aornin& (Tueedq, Sapteear 21. ) 
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Pbilllpa asked whether he could convey to the 
Ch&noellor the substance ot the illtormation which 
Bonnet had given .&mbusador llulli tt . To this tba 
Secretary agreed on the understanding that it would 
be treated in strict confidence and not be passed 
back to the !'ranch, 

'l'ba Secretary mentioned t hat, of course, eme~ 
eency matter s took precedence over lens-range problem., 
but nenrtheleaa aome couidara tion should be given in 
t he torthoo:ning 41acuasiona to the problem or wbat 
Great flrl.t&in and the United St&taa could or could no' 
do in the event that the tre.no waa depreciatad to liiOre 
t han, say, 150 to t ba pouncS , In this connection ha 
cent1oned that no inquiries bad yet been rece1Tad in 
Washington from Belg1wa, Hol.lAlnd or Sw1 tzarland ratlaot1ng 
oonoern over the recant 4epraoiation of t he trano; the 
TJni ted States tor ito part was OODIP&rati wly 11 ttle af­
fected by the v&lue ot the trano-dollar exchange rate. 
The Secretary tel t that t he guilder rate might bo even 
more important to ' tbe united States than the tranc rate, 
except in so t ar as the trano exerted a greater pressure 
on t hird currenciae. Phillips expreeaed the view that 
it the franc should go to 150, or 160, or 170 to the 
pound and the French were reed out of the Tripartite 
Agreement, it would, i n hie opinion, necessarily 111ean 
t ha t Bonnet would be tor.,.d into exchange control along 
t he Ge.rman model. Bo t h the Secretary and Phillips ware 
i n agreement that thie ne an evantu&li ty to be avoided, 
i t poae1ble . 

Phillips expreaaed the 'fie• tbat there waa 
re&lly nothing ot onrri41ng importance that Great 
Britain and the Un1 tad Statu coul d do unleaa they 
were willing to malta a loell ot aubatonti&l proportion• 
to the !'ranch Government and tbat the Bri tiah Gebbet 
and Parliament would not, in hie opinion, authorize 
such a project . 'l'ba s aorata17 explained that naturally 
the Johnson Act prevented the Amerioe.n GOvernment tram 
even considering such a possibility, 

'l'brougb these intarohangu there ran the thread 
ot concurrence tbat it was hiehlY duirable to avoid 
pushing the !'ranch Government into an exchange control 
ayatea and, aecondl1, tbe thoush' that close cooperati on 
bat118en Great Brita11l and the Un1 tad Statas in the mon .. 
t&ry sphere n.s eaaenU&l. 
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K. BoDJiet ' s letter begins by recording his budgetary 

aeasures . It contiauesa 

•Finally in so tar as currency is concerned I 

have the tira iateation ot avoidiag exchange control 

and of continuing in the framework or tripartite 

agreement to seek point of equilibrium of our currency . 

WBut one must take account of considerable increase 

of costs which has taken place in France during last 

year. This is one of essential reasons which justity 

present r ates (?of franc) . 

•It is moreover my intention to defend (? franc) 

within limits within which resistance is possible since 

I do not wish to exhaust the gold reserYes of France. 

The powers 1lbJch h&Ye been given to our Governamt for 

financial rehabilitation were conferred 'for defence of 

metal reserYes•. 

"Exterior events encouraged me equally on this 

point to be extremely prudent since our gold reserYes 

would be Yery precious tor our national defence. I u 

anxious howeYer to declare to you that there is no 

question tor me of using this wealth for an. econoaic 

object . I haYe sincerel y wished to be able to return 

to higher figure . • 

Draft 
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Draft reply i s as follows 

•I note with special satisfaction your determination 

to avoid any exchange cont~ol. 

"The Tripartite Agreement of a year ago was as you 

know regarded by my Government as by yours as a very 

notable step towards restoration of greater stability 

in internation~ monetary and economic r~lations . 

Subsequent events have, it must be f rankly confessed 

disappointed high hopes which we and indeed the whole 

world entertained a year ago . The equilibrium whicp 

we then hoped would be lasting was not achieved so 

far as franc i s concerned . 

8 I tully appreciate your reluctance to see further 

r eductions in your gold reserves . On the other hand I 

am sure that you will agree with me that stability 

or franc at a reasonable level is an objective tor 

which it would be worth while to face considerable 

sacrifices. The recent movements of French currency 

have inevitably impaired value of monetary declaration 

of last year in eyes or the world and ir they should 

continue there is clearly a danger that benefici al 

effect of that declaration will be dissipated. It 

would 

. 5 

Regraded Unclassified



-3-

would indeed be most regrettable if effort of three 

great democratic fin.ancial centres t o cooperate with 

each other and w1 th other countries to a coamon end 

shoul d f ail to achieve lasting success . 

" I hope therefore that possibility of restoration 

of franc to a higher level which you anticipate aay be 

xu ) ' a,a:and that steady progress towards stability 

may be achieved. 

"I hope also that it i s part of your progr ... e 

t o r esume the relaxation of quotas and other t rade 

r estrictions as proposed in t ripartite declaration. 

"Such action should effectively assis t in keeping 

down internal prices .• 

• 

.s 
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lfO.r 

DATEr 

PARAPHRASE OP' TILEGIWI RECEIVED 

Alaeriean Blab as sy, Paris 

1301 

September 16, 1937, 6 p. a . 

STRICTLY CONFIDENTIAL 

Today I had a brief talk with Bonnet with reference 

to the financial situation. He told me that it was his 

belief and alw~s had been his belief that approxiaately 

U5 to the pound was the true nlue of the tranc. !'he 

present fall of the franc was not, t herefore, dlstu.rbing 

to him and it was his belief that it would indefinitely 

fluctuate in t he neighborhood of 145. 

Bonnet said, with reference t o the reasons tor the 

fall of the tranc, that it was his belief t hat because of 

the international situation large capitalists, speculators 

and banks had sold large quantities of francs recently. 

He said that a similar effect had been produced on small 

capitalists, both in Paris and the pr ovinces, by the 

internal situation. Bonnet said that the bombings in the 

Rue de Pressbourg and the Rue de Boissiere bad produced a 

feeling of teDporary disaa:y, which had reacted unfaYorabl;r 

on the franc, but these bombings in the long rua would 

produce a tendency or public opinion in France to turn 

toward 

: 7 

Regraded Unclassified



-2-

toward the right parties . 

I inquired of Bonnet as to what effect he thousht the 

cantonal elections would have on the francJ I pointed out 

that it was almost certain that the Radical Soci alists 

would lose and that a number of offices would be gained by 

the CoJDJllunists . Bonnet 1 s reply was that it ·was his feelinc 

that the manner in whi ch the election would be presented 

to French public opinion 1n advance would largely determine 

the effect on the franc . The event need not prove disas­

trous or even unfavorable if it could be realized in adv8llce 

by everyone in France that it was certain that the Radical 

Socialists would lose a numbflr or seats and that the Com­

munists would gain a considerable number of seats. 

Bonnet informed me that he would announce his ordinary 

budget for the collling year on next Tuesday. lot only would 

a balance be shown but there would be a surplus of 

41 0001 0001 000 francs to be applied to amortization of the 

public debt. It was his belief that a decided favorable 

effect on the f'uture exchange rate of the franc would 

result. 

I discussed t he coming cantonal elect ions in this con­

nection yesterday with Blum, who expressed the opinion that 

the Socia.lists might gain a few posts, that the Radical 

Socialists 
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Socialists would lose conaiderab~T, and that tbe Co..uaiata 

woul.d gain con&iderablT. The propoae4 t'Uaian ot the Coa­

munist and Sociali st parties which has been uader dis­

cussion tor maQY months, he said, i s now 1n suspense. 

Be said that tusion would certainly not take place before 

the cantonal elections and he did not believe that there 

was anr possibility that it wou.ld take place this tall. 

ButLIU 
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September 21, 1937 

By arrangement, Sir Frederick Phillips, accompanied 
by~. Trentham, met with the Secretary, Ur. Taylor, 
Dr. Fe1s and llr. Butterworth at ll a . m. 

The Secretary referred to the communication which 
Sir John Simon proposed to send to M. Bonnet and, after 
expressi ng appreciation that Sir John Simon should have 
shown it to him, said t hat he had no comment to make on 
it inasmuch as t he course of the conversations with Sir 
Frederick Philli ps would range over the whole Tripartite­
French position. Phillips said t hat he would report 
this to hie Government, telling them that subsequent dis­
cussions would clarify our atti tude. At the same time 
Phillips did not seem disposed t o let t he catter rest at 
t hat and the Secretary mentioned , in passing, that the 
French would get little encouragement or help from the 
proposed British reply. 

In t he interchanges t hat followed Phillips defined 
the British attitude towards the French situation briefly, 
as fol lows: 

(l) 
t hrough 
general 

That in their view the franc would probably go 
repeated steps of slipping and rallying, t he 
t rend being decidedly downward. 

(2 ) That in their opinion as long as the French 
Government had t he support which the pres t i ge of member­
ship in the Tripartite Agreement gave t hem, they could 
resist the pressure from groups both within and without 
the Government favoring the institution of an exchange 
control system. 

(3) That the United Kingdom wae most arucious that 
exchange controls 1n France should be avoided; the 1m­
position of such a control system in France would not 
merely affect the substantial United Kingdon trade w1 th 
France, but would further stimulate the retrogressive 
exchange control movement. Also in their opinion, 
unlike Germany , France would not be able to conduct 
such a system efficiently. 

(4) Therefore, the British Government was of the 
opinion that France should be allowed t o remain in the 

lQ 
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~ripartite Agreement despite frano fluctuati ons and, 
if it were necessary, a public statement should be 
made that France was considered aa remaining in the 
Tripartite Agreement. 

I n response to a question froo Phillips , the Sec­
retary expressed agreement with the proposition that, 
1n the circumstances, France should be kept within the 
Tripa:t1ta arrangement . 

Phillips then teaid that, at the moment he saw 
little that could be done except to exert 'moral 
suasion•; that the British Treasury had not bean 
surprised by the recent movement of the franc because 
it had been under no illusions about the general French 
position, but that the question did arise at what point 
or level of deterioration s ome action might have t o be 
faced. The Secretary made it clear that the Treasury 
would be unwilling to buy paper franca and that a loan 
to France was out of the question and he suggested that, 
for the moment, the discussion of the French problem be 
postponed for consideration and that ot her matters of 
mutual concern be dealt with. 

In t his connection , the Secretary referred to gold 
and, after some mention of pr oduction and acquisition 
figures, Philli ps set forth t hat the United Iingdom in 
1935, 1936 and thus far in 1937 bad acquired more gold 
than ~as pr oduced in the British Empire in the same 
periods . He went on to summarize the British Treasury's 
view on the •gold problem•, which he characterized as 
being two gold problems. The first problem, which was 
a long-range one , arose out of the increase in the pro­
duction of gold to about 250 , 000 ,000 pounds worth per 
annum. This proolem was in no way urgent and, in hie 
opinion, might prqve not to be a problem at all. The 
second problem arose out of the de-hoarding of recent 
years and the gold losses, particularly by France but · 
also by Spain, Japan and other countries which together 
forced on to the world markets enormous amounts of metal. 

He estimated that there today remained in hoarding 
!n London only between 60,000,000 and 80,000,000 pounds 
of gold and in all non-Oriental countries (including 
London) lese than 200 ,000, 000 pounds of g old. Phillips 
cited as significant figures indicating that during the 
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period April 1, 1936, to ltaroh 31, 1937, the United 
States had acquired about 40 1000,000 ounces of gold 
while France had, during that same period , lost about 
the same amount . 

He implied also that as regards de-hoarding, one 
could s ee an end to t he process, but as regards the 
l osses which France and other countries had suffered 
and the maldistri bution of available gold supplies, 
one had to look to a r evival of world trade along more 
normal lines. 

I n order to facilitate further discussion or as­
pects or the gold pr obleo, the Secretary a~d Phillips 
asked Dr. Uhlte, who had been called in tor consulta­
tion when the gold problem came up for discussion , to 
pr epare further statistical data. 

At one point Phillips inquired about silver, citing 
that he had been asked about it by t he press. He ex­
plained that he knew little or nothing of silver; that 
except for small ' sales of silver by the Uni ted Kingdom 
arising out of their re -acquiring coin from the Domin­
ions which had begun minting their own the United 
Kingdom had done nothing as regards s liver. He stressed 
the.t the Indian Government was responsible for its own 
silver probleo, but he wae somewhat vague about what 
procedure the United States should follow should it wish 
to t ake up the questi on of s ilver with India. 

The Secretary explained about the recent interpreta­
tion of the domestic price proclamation, expiring on 
December 31, 1937, and said that he had not had time to 
give the general pr oblem of silver consideration or to 
diseuse it with the President. 

I ncidentally , my own very definite impression is 
that , in the last analysis, the Government of I ndia 
acting either through the Secretary or State tor India 
in London or t he Viceroy in Delhi will not take any im­
portant step in the monetary field without the prior 
concurrence of the British Treasury. 

W. W. B. 
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September 21 , 193? 

Sir Frederick Phi111ps , accompanied by Ur. Trentham, 
met at 3 o'clock with the Secretary, Mr. Taylor, Ur. 
Butterworth, Dr. Viner, Dr. R1efler, Dr. White and Ur. 
Lochhead. 

As arranged , Dr . White made available certain 
pertinent figures regarding gold production and ac­
qui sitions , i n particular that the British Empire had 
absorbed approximately ?2,000, 000 ounces s i nce Octo­
ber, 1931 , and the United States , 125 , 000,000 ounces 
during the same pertod, while production figures of 
the tuo areas were 94,000,000 ounces and 16,000,000 
ounces, respectivelY. 

The d1soussiona ranged somewhat erratically over 
t he field of gold, in the course of which Philli ps ex­
pressed vi sus on two matters of interest: 

{1) That the Brit ish Treasury , to date, had been 
quite willing to absorb t he gold which had been ac­
quired over the past 6 years . He did not definitely 
say but i mplied that they would not be squally content 
if the recent rate of acqui sition had to be mainta ined 
over an appreciable time in the future. 

{2) When asked by the Secretary about the pr actical­
ity of controlli ng gold producti on, he expressed t he 
opini on that the fact that Russia, on the one hand, was 
an important producer and t hat a number of small countries, 
on the other hand, were p~oduoers made it difficult to 
envisage the conclusion of a workable gold prOduction 
control arrangement . 

The Secretary explained that he too had not arrived 
at any definite opinion on t his subject, but felt that 
it was his duty in the given circumstances to explore 
all channels of possible action. The Secretary also 
explained that he had received intimation from the 
Russians t hat they would be will i ng to consi der entering 
a control ot exports scheme . Philli ps seemed unimpressed 
by this Russian otter. Further more, Phillips elaborated 
on the statement which he made during the morning dis­
cussion, namely, that he was far from being convinced 
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that there was a long- range gold problem arising out 
ot the increased annual production. Citing the tact 
that only ? years ago the experts at Geneva and else­
where predicted a shortage ot current and tuture gold 
supplies, he emphasized the impoesibility ot making 
definite prediction at this time regarding excess gold 
supplies and framing a policy on that prediction. 

In response to a question regarding the capacities 
ot the several Dominions to hold larger gold reserves, 
Phillips explained that India's holdings were already 
•t a irly sizable '; that so were South Africa's, which 
inci dentally had recently been gradually increased, 
but t hat Canada and Australia were ' hard. nuts to crack•. 
By this he said he meant that they would not welcome 
suggestions that they increase their gold reserves be­
cause t hey regarded their gold mainly as an e~ortable 
coomodity, a necessary part ot their means ot satisfy­
ing their foreign indebtedness. 

The Secretary explained at some length the American 
position as regards 1 hot money • and the problems and 
dangers which arose trom it and he asked Phillips re­
garding the British Treasury's attitude to foreign 
balances in London. 

Philli ps took the line that the foreign balances 
in London were much larger than those in the United 
Sta tes; that the danger ot foreign withdrawals, such 
as t he publication ot the UacW.llan Report had in a 
ceasure precipitated in 19Zl, was less now in view ot 
the increase in offsetting reserves . He maintained 
that the British Treasury was not concerned about the 
position in London and had t aken no steps to change it, 
but t hat it it should become desirable at any time to 
take action, in h is opinion two measures could be used: 
(1} to request the banks to cease paying interest on 
foreign balances and (2} should step #1 prove insuffi­
ciently effective, request the banks to bring pressure 
to bear on their clients to reduce their balances in 
London. 

In the course ot the discussion which followed 
t he figure ot $1 ,900, 000,000 was mentioned as the 
amount ot current foreign balances in the United States 
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exclusive or Treasury bill invest ments and, on being 
asked, Phillips frankly stated that he was 1 not 1m­
pressed rr1th t he s1~e or t his amount•. 

Dr. R1efler mentioned briefly the possibility of 
r~quirlng the Aoerioan banks to hold offsetting re­
serves l n whole or in part against their foreign bal­
ances . Ph1111ps 1 initial reaction was unfavorable 
and he stressed the difficulty or •separati ng the sheep 
from the goats• . 

The conversation then turned to the question or 
stat istical data and the meeting broke up in order that 
Phillips could go over with t!essrs. Viner, R1efler and 
Taylor the machi nery and figures which have been re­
cently evolved by the Treasury Department as a result 
or its interest i n the 1not money• question. 

As he was leaving Phillips had a f ew moments' private 
conversation with the Secretary in t he course or which· 
he comcented that in the discussion on gold nothine had 
been said a bout the i mportant question or price. The 
Secretary defined the American Government 's posi tion as 
endorsed by t he President, namely, that it did not advo­
cate or favor a ohange in the pri ce or gold, and Phillips 
simi larly explai ned that the Chancellor also did not 
desire a change in the price or gold and he emphasi~ed 
that any reduct i on in the gold price would i nevitably 
affect commodity prices adversely which was !roc t he 
British poi nt or view highly undesirable . He seemed 
very gratified over the Secretary' s att i tude i n this 
matter and asked if he could report the Secretary' s 
statement to London. The answer v1as given i n t he a f­
firmative . 

The atmosphere of the discussion this aft ernoon was 
easier than during the two previous meetings. The 
sense of the discussion was, aside !roc the part icular 
points mentioned above, that the British Treasury is in 
general satisfied wi th the status quo and has no i mmed­
iate plan or definite ideas regarding drast i c action or 
change . 

w. rr. s. 
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September 22 , 1937 

Sir Frederick Phillips, accompanied by Ur. llallet, 
Counselor of t he British Embassy , met with the Secretary, 
Mr . Taylor and Mr. Butter110rth at 10:30 a . m. 

The Secretary read to Phillips Ambassador Bullitt's 
telegram recounting his conversation with lionick. No at­
t empt T~s made to discuss t he subject matter of his cable 
becau se of a prior appointment with the Secretary of State, 
but Phillips did express his personal opinion of Honiok 
that 'he somet i mes did not represent the opinion o:t his 
own t:1nistera1 • 

At t he subsequent meeting at the State Department 
!lr. Cordell Hull explained in some detail the aia:s and 
purposes of t he Trade Agreement p ros ra.m and the importance 
o:t the Anglo-American negotiations and the Secretary took 
occasion to remark that he stood 'shoulder to shoulder• 
with t!r . Hull on this matter. 

There also occurred some discussion of the means 
by which t he negotiations on t he Anglo-American Trade Agree­
a:ent could be speeded up, with the result that llr. !~let 
will call tomor1•ow upon !.!r. Sayre and llr. Llo:t:tott to per­
teet arrangements. 

In response to a question :trom Mr. Hull, Phillips 
set fort h bri e:tly his view o:t t he world trade position in 
the :followi ng terms: world trade by any standard of 
measurement was now :round to be increasi ng , but the rate 
of i ncrease was far too moderate and slow. Due largely 
to the increases in t he pri ces of p rimary products the 
producers of t hese raw materials had acquired a purchasing 
power which was being reflected in the demand :tor finished 
goOds and i n the absence o:t 8 decline i n prices this process 
Of mutual beneficial trade should conti nue and increase . 

Phillips saw 8B the main difficulty in the way o:t 
~torld trade the exchange and quota barriers which had been 
erected in the first olaoe not as a means of resulat1ng 
trade, per se, but in· order to p rotect the currency posi­
t i on of part~cular countries. While he did not expect 
any abrupt relaxation in these controls, he hoped that 
wi th t he return of world markets :trom a buyer's to a 
seller' s that these countries would gradually, despite 
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the fear of war and the power of the vested interests 
which had gr own up behind t he control systeos, relax 
their barriers in order to obtain a larger sha.re of 
current trade. He expressed agreement with llr. Hull's 
view that it was important that Great Britain and the 
United States should take the lead in facilitating the 
removal of obstructions to freer trade and that time was 
the all important factor. 

At the suggestion of Ur. Hull, Sir Frederick 
Phillips, l!r. Hallet and Ur. Butterworth t hen called 
upon Dr. Feis. The latter told Phillips of the pre­
liminary study of J apanese foreign resources which had 
been undertaken in the Department of State and arranged 
with Phillips that a copy should be g iven him before he 
sailed and that the information t herein would be checked 
by him in London and any add1 tional data which he could 
obtain there would in due course be transmitted to Feis 
through t he appropriate channel. 

Secondly, Feis discussed the recent attempts of 
the Briti sh and American Forei gn Bondholders Commltteea 
to coordinate t heir policies; the unwisdom of following 
t he precedent which the British action on the Dawes and 
Young loans had set of each creditor group obtaining what 
terma it could regardless of t he position ot the other 
groups having the same statue and security, and referred 
in particular to recent activities of Sir Otto Niemeyer 
in connection with the Polish defaults. 

Feia expressed strongly the view that , in principle , 
such actions were mistaken i nasmuch as they brought another 
important field ot international endeavor i nto the realm 
of competitive conflict and, in practice , the general posi­
tion of the creditors would be weakened in the long run 
and t heir returns would reflect, over a period of years, 
t hat weakness regardless of special i mmediate advantages 
in particular countries . 

Phillios said that he k.new l1ttle or nothing about 
t he particular case in point; that such matters were some­
what out of hie field of action , but that he would take 
note of Feia' remarks and bring t hese views to the atten­
tion of the appropriate authorities in London. 

w.w.a. 
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September 23, 193? 

Prior to the meeting at 3 p . m. this afternoon with 
Sir Frederick Phillips and Ur. Trentham, the Secretary con­
sidered with Mr. Taylor , Dr. Feie, Dr. Viner, Dr. R1effler , 
Dr. Whi te, llr. Lochhead ~nd Ur. Butterworth Telegram No. 1333, 
of September 22nd, containing Cochran's conversation with 
Bonnet and Rueff, and Telegram No. 1334, containing Ambassa­
dor Bullitt 1 s conversation rtith Bonnet , of t h'e same date. 

The Secretary summarized his initial view by saying 
that it was his instinct t o avoid committing himself at this 
time as to what course he would take in the event that France 
should impose exchang e restrictions . 

Before any precise line of action had been evolved, 
Sir Frederick Phillips and ~. Trentham arrived. The former 
i mmediately read a telegram which he had received from the 
Chancellor of the Exchequer, a eucmarized versi on of which 
is attached. 

In the r a ther long discussion which followed , Phillips 
made it clear that he felt sure t hat the Briti sh Government 

18 

would view t he imposition of exchange controls in France ae > 
constituting a breach of the Tripartite Agreement. He ex-
pressed s t rongly the view that , i n their opinion, exchange 
controls were inconsistent with t he terms as well as the 
intent of the Tripartite understanding. 

As regards t he franc rate, Phillips called attention 
to the statement in his telegram that "Governor thinks Frenoh 
have decided t o do utmost to hold franc a t or below 150 for 
the present which they look on as Rubicon, • a nd stated that 
Governor Norman had without doubt obtained this view from 
t be Bank of France. I n this connection, Phillips also re­
ferred to Cochran' s r eDort of his interview that •trom t he 
budgetary and eoonom1o· standpoi nt he (Bonnet) thinks there­
fore that a franc 'of from 140 to 150 t o the pound is ade­
quate• . 

The Secretary t ook t he positiort that he was unwilling 
to commit himself in a hypothetical s ituation ; that Bonnet 
had sent him a mes sage stating t hat he was "violently opposed" 
to the i mposition of exchange control and that, ther e fore , it 
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hnrdly seemed suitable that in reply a message should be 
sent to Bonnet to the effect that ' I am glad to receive 
your assurance or your opposition to exchange control t or 
t he i mposition or exohan~e control would debar you trom 
the Tri partite Agreement • Although the Secretary ex-
ureased some disquiet lest Bonnet use any statement tor 
his own poli tical benefit , nevertheless he indicated that 
the cause tor which Bonnet now stood or resisting such a 
control system vrae one which he too approved. He men­
tioned that on the other hand t here was the question 
whe t her a country having a moderate exchange control 
system which was gradually being relaxed, as tor example 
the Argentine, should be debarred from membership in the 
Club if it applied, and that this too should have a bea.r­
i ng on the decision regarding Bonnet ' s request. 

Phillips then said that he felt he could clarify 
the British attitude on this whole question still further 
by stating that if, for example, a country like the Argen­
t ine should apply for membership in the Club, the British 
attitude would be to say: VIe welcome you, but we take it 
to mean t hat you intend to abandon your control eystem, 
for otherwise admission would not be possible . Phillips 
went on to eay t hat should it be considered desirable or 
necessary, the British Government would, be thought, be 
willing to warn France, in advance, t hat the imposition 
of a control system would in their View eliminate her from 
t he Tripartite Agreement. 

· Phillips then inquired whether, in view of the Sec­
retary ' s previous remar ks, he would be willing to reply to 
Bonnet's message by noting with satisfaction his continued 
opposition to the imposition ot exchange controls in France 
and, with reference to the franc rate problem, to take note 
also of Bonnet ' s statement to Cochran that f rom the budget­
ary a nd economic s tandnoint a franc of from 140 to 150 to 
t he pound is adequate . - To this t he Secretary agreed ae 
bei~ in line with his ideas. 

The meeting then adjqurned on the understanding that 
the Secretary's advisers and assistants would draft a mea­
sage to Bonnet on the linea indicated and t hat this, in 
turn, would be discussed with Phillips when the meeting 
reassembled about 9 p. m. this evening. 

19 
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When the meeting reconvened, the Secretary d1s­
cuased the a greed upon draft with Phillips and one or 
t wo minor changes were made, euch as the insertion of 
the word 1 merely1 in the firs t s entence of the final 
paragraph and the elimination of the words •the tel'llla 
and1 a f t er t he wor d 1 with1 and before the words 1 the 
spi r it of t he Tripartite Declaration• in the last sen­
tence of the last paragraph. A telephone call was put 
t hrough to Cochran in Paris i n order t hat he m1ght .elab­
orats on the views which he had eXPressed in a telegr am 
received shortly before the conveni ng of the meeting and 
reitera ted at about the same time i n a telephone conver­
sat ion (marred by s tatio) which he had with t he Secretary. 
In bri e f, Cochran had opposed sending any message on t he 
ground of t he undesirability of fostering Bonnet's per­
sonal political fortunes and thus running the risk of 
being accused of playing French party politics. There 
i s a t tached hereto a t r a nscr iption of Cochran's remarks . 

Lik ewise during the cour se of the meeting Phillips 
obt a ined from the British Embassy copy of a message just 
r eceived which dealt mainly with recent French operations 
and a dded little to current i nf ormation on the particular 
or gene ral questions at issue. 

The meeting terminated with t he understand1ng that 
Philli ps shou.l d send a copy of the c easage to London f or 
the concurrence or comments of the Chancell or and, through 
Feia, a copy of t he message was telegraphed to Cochran 
with instructions t o deliver it t o Bonnet upon receipt of 
a r el ea se . LikeiVise !!. Jules Henry of the French Embassy 
~as infor med t hat a message to Bonnet had been drafted and 
r eferred to London for concurrence and would , i n al l prob­
abi l ity , be f orthcoming tomorrow forenoon. 

~. 
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The French Aabassador visited Kr. Chaaberlain 

Sep~ember 20th and spoke to b1m on orders or the French 

Price llinister about the rranc. He made no particular 

proposals, but hoped he would give ruuest support 

possible to French Government . Jlr . Chamberlain promised 

to see him again. The proposal submitted to Sir John 

Simon last night was that Kr. Chamberlain should speak 

t o t he Ambassador 1n a friendly way on lines of draft 

l etter and also Sir Joba Simon at dinner at Mansion House 

should r efer sympathetically to Bonnet's rerorms, a 

written reply to Bonnet being postponed. 

We agreed that if fall in franc continues, rate 

i s l ikely to go considerably lower than justified by 

French rise 1n prices and to make trade or neighboring 

countries difficult . 

Slight appreciation in franc in last few days 

due entirely to French Governraent action. Governor 

thinks French have decided to do utmost to hold franc at 

or below 150 for the present which they look on as Rubicon. 

View here is that at present it would be very 

damaging both to Governaent of France and to French 

currency it we gave 11117 open sign that we considered 

France as no longer a member and generally we agree that 

such membership should continue as long as possible. 
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We think it very dit!icult to be more det1n1te though 1! 

exchAnge control were to be introduced or 1! •ovaaent ot 

rranc became no longer subJect to control and situation 

al together new would arise. 

****** 

Mr. Korgenthau 1 s view urgently needed as interview 

with French Ambassador 1n London should take place tomorrow 

morning. 
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I thank you ror your message. I note with satisfac­

tion your affirmation of your continued oppositioa t o the 

11doption by France of exchange control. [ I am a.lso glad 

to be inrormed or your conviction that !rom the budgetary 

and economic standpoint it will not be necessary to estab-.-...,.. 
lish a level for the rranc or over 140 to 150 to the 

pound sterlin~ 
Yay I assure you that I am rollowing with sympathet­

ic interest the efforts of France to cope with difficul­

ties which I trust will be merely temporary. It is -r 

hope that your country will succeed in its endeavor to 

meet the existing situation without recourse to &n7 aea­

sures which are not in con1'or11ity with the spirit of the 

Tri-Partite Declaration, the successful operation of which 

our governments so urgently desire. 
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Thursda.y 
Septeaber 23, 1937 
10125 P•• • 

HUJr : Now, we got your cable . 
H. lllerle 
Cochran: Yes , sir. 

H»Jr : And, the State Department people are here and 
also Sir Frederick Phillips. Nowil we've changed 
this message a little bit and I ' read it to 
you again . 

C: All right. 

H»Jr: Ah - "I thank you for your message. I note 
with satisfaction your affirmat ion of your 
continued opposition to the adoption by France 
of exchange control. I am also glad to be in­
formed of your conviction tha t from the budgetary 
and economic standpoint it will not be necessary 
to establish a level for the franc of over 140 to 
150 to the pound sterling. 
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"May I assure you that I am following with sympathetic 
interest the efforts of France - Before that we 

C: 

HJI..Jr : 

C: 

HloiJr: 

C: 

had the Government, you see. - the efforts of 
France to cope "ith difficulties which I trust 
will be merely temporary. It is my hope that your 
country will succeed in its endeavor to meet the 
existi ng situation without recourse to any mea-
sures 'llhicb are not ill conforaity with the spirit 
of the Tri-Partite Declaration, the successful 
opera tion of whicb our governments so urgently 
desire . 

Yes . 
/ 

Nolf, to give you a little background on this . 
The British Treasury expect a call tomorrow from 
the French . 

I didn't bear that . 

The British Treasury expect a call tomorrow morninc 
from the French in London. 

Yes . 
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BMJr: 

C: 

BKJr: 

C: 

HWJr : 

C: 

!!IIJr: 

C: 

IDIJr a 

C: 

HWJr: 

C: 

EIIIJr: 

C: 

RIIJr: 

C: 

HliJr: 

-2-

And they have to give them soae kind or an 
answer. 

I see. 

ADd we'•e worked this out to&ether aad we don't 
feel here that there is an:rthinc in this that 
the present French Governaent or anT succeeding 
governaent could •ake public. 

How' s that? 

Could not make public if they wished. 

Well. of course. they have not been willing to 
make any public statement to the effect that 
they were going to hold the franc between 140 
and 150. 

True. But. in this report. in both 
but you mentioned that in your cable. 

I do• yea. 

Well . 

But he seems not to b e willing t o give an:r indi­
cation to the market. you s ee. to the public . 

Oh• but he did say that to you? 

Yes. he did. 

25 

Well . we're 3ust thr owing it back at him• that ' s all. 
Hello? 

Yes. 

I said we're Just putting it back to him. 

' Oh• I see. Yes. 

low. the -.y we feel at this aDd• we're - W6 don't 
intend to •ake this public. 
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tDJ.rr: 

C: 

RWJr: 

C: 

Hli!Jr: 

C: 

C: 

HIIJr: 

C: 

IDIJr: 

C: 

WI.Tr: 

C: 

HIIJr I 

C: 
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And, U' the- Jl'rench are going to aake it public 
we ' d like to know it, that's all . 

That is, if they intend to make it public 70u 
want to know it? 

Yes, I'd like to know it in advance. 

Yes. 

But at this end, as far as we 1 re concerned we 
have no intention of making it public. 

Yes. 

And I do., ' t believe the British have either. 

They' re willing to draw their next statement are 
they? 

Well , t hey haven't - the Oovernment hasn' t seen 
it but I have reason to believe t hat it will 
meet with their approval. 

I see . 

But they' ll receive this as a suggestion tomorrow 
and the7 1l l have to take it and consider it. 
But, as far as one can tell, Without having 
definite word, I believe that they ' re apt to 
accept it . 

I see . Your visitor is still there, is he? 

Pardon me? 

I say, the visitor i s still there, isn't he? 

Re • s 1n the room here w1 th me now and I am looking 
right at him. 

I see. 

And when I sai d that he nodded his head. 

(Laughs) Yes . 
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HIIJrt And 

C: 

l!liJr: 

C: 

I!UJr: 

C: 

HliJr : 

C: 

Bl.\Jr : 

C: 

HI.!Jr: 

C: 

m.tJr: 

C: 

RUJr: 

~ello? 

HeJ.lo. 

Furthermore, we'll give a copy or this to Henry 
here 1n the French Embassy . We 111 give it to 
him in a little while. 

Yes . 

And I· frankly can' t see anything in this but it 
simply give.§ an expression of how we feel and 
simply thro}Dg back at them their 01r11 words, 

I f eel that - if you want my opinion any turtber. 

Go ahead . 

- that the people here had no confidence following 
Bonnet 1 s statement . The reaction was quite bad, 

Yes . 

I den 1 t believe a statement coming from you people 
now will greatly alter the situation. There i s 
so much speculation against them right now and 
there's so much unpopular spirit that I 
think there must be a political straightening out 
before there is any possi ble chance of holding the 
currency. 

Yes . Well - let me give you, so that you have 
JJY feeling . 

I see . 

We ' re not doing this for the public effect it 
will have in France. We're simply doing itf first , 
because Bonnet sent us this message, and he a 
entitled t o an answer; end second, because our 
other friends are in the position that they have 
to give an answer t omorrow. 
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C: 

HMJr : 

C: 

RMJr: 
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RIAJr : 

C: 

l:I»Jr: 

C: 

HMJr: 

C: 

llliJr : 

C: 

llliJr: 
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I see, 

Mow I f eel that it ' s most iaportant t hat two 
of us are shoulder-to-shoulder 1n t his affair, 

Yes. 

And that that is more 1aportant than anything 
else. 

That' s my idea, that •it 1s so important that 
you people stay together. 

Pardon me? 

Your visitor there. 

What is that, Cochran? 

I say , I said the big part of our Tri- Partite 
agr eement now is to keep the Ameri cans and 
British toget her . 

Well, we are together. 

As far as t his posit ion i s concerned, I t hink 
it 1 s almost hopeless. 

Well, of course, my visitor here can' t commit 
himself, but as far as he is concerned per sonally 
he and I are together, 

Yes . 

And, of cour se, I don ' t expect him to commit his 
government, but as far as he i s concerned we ' re 
together . 

Yes, sir. 

And, as I say, they_ have t he situation that tH&T 
have to meet at ni.ne o ' clock t omorrow morning . 

I see . 

And i f they take, I mean, i f I was so situated, 
I imagine that they will accept this. 
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!Uo!Jr : 

C: 

fiii.Jr: 

C: 

H!I\Jr: 

c: 
Hl.!Jr: 

C: 

BIAJr: 

C: 

IIJIJr: 

C: 

HliJr: 

C: 

HUJ'r: 

C: 
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I see. 

Because, I mean, they are under no obligations 
to accept it . 

Uh huh. 

But - I aean - And if they do wcy then once 
more two of t he Governments are having a united 
front. 

Yes .· 

Which at this time is, I think, the most important 
consideration. 

Yes. Absolutel7. 

·~ 

---~~ -

And then the other consideration is what effect 
would this have domestically in the United States 
if it became public that all of us feel here 
that it would be all right . 

Yes . 

We simply again have expressed our syapatny with 
the French and have told them - just repeated 
their own words, that ' s all. 

Yes. 

And I don't see what else we can do . And just -
will you hold on a moment? - But I wanted to 
let you know, the reason of this call is I wanted 
to let you tm- how I felt so that when you 
delivered this tomorrow, personally, you would 
have - be able to express to Mr. Bonnet bow I 
felt. 

And you wlll cable the messace to me tonight? 

Yes . 

- personallT , will you? 

Doctor Feia is sitting here - it 1ll go off at once. 

I see. 
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I!II.Tr : 

C: 

!DIJ'r: 

C: 

HIIJ'r : 

BlAJr: 

C: 

llliJ'r: 

C: 

HIIJ'r : 
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Bello? 

Yes. 

lfow j ust a aoa•t, llr. Tayler wants to sar 
something. 

Yes . 

J ust bold on. 

(Short pauee) 

Kr. Tayl or makes a very good point . 

Hello. 

Bello? 

This mes sage rlll be s ent to you 1f1tb instructions 
to bold it until we bear !rom the British that 
it's acceptable to thea. 

To hold it until I bear !rom the British that 
it is acceptable to them? 

No, until you hear !rom the state Department . 
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R,M. Jr: 

C: 

B. loi .Jr: 

C: 

H.M.Jr: 

C: 

B.!.I.Jr: 

C: 

B.M. Jr: 

C: 

B.M, Jr: 

C: 

H.!oi.Jr: 

C: 

B. ?A .Jr: 

C: 

R.l.I . Jr: 

C: 

H.M.Jr: 

C1 
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Hello. 

Yes . 

- until you hear t'rom the State Department . 

UntU I hear t'rolll the State Departaent. 

Yes . What we ' ll do, we ' ll send this over to you. 

Yes , 

31 

If we get word from the Briti'sh that it's all rigllt, 
I ' ll esk them to use the telephone and we ' ll juat 
phone you and say, "Release it,n 

Fine, I ' ll wait until I hear froa you. 

Yes . 

Yes. 

We ' ll simply say to release it . 

Yes . 

You - you see? 

And I will get word personally from Bonnet -

That's right. 

- that until I hear f rom 
he won't release it . 

Yes, and we have no intentions · of giving it any 
publicity, but if ae should decide to give it 
publicity we want 24 hours' notice . 

Aad when you refer to his message, do you mean 
the iaformation which he gave me and I sent forward 
ill a message? 

That, and the one f r o• Bullitt. 

The two coabiaed. 
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B.llil . Jr : 

C: 

B. :A .Jr: 

C: 

H.U,Jr: 

C: 

H. ll.Jr: 

C: 

H. lo! . Jr: 

C: 

R. li.Jr: 

C: 

H. li.Jr: 

Operator: 

B. ll . Jr: 

Operator: 

R. loi ,Jr: 
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Tbe two combiaed. 

I see. 

Yes . 

Fine. 

Now just hold oa please . 

(Pause f Dr aside conversatioa) 

Hello? 

Yes . 

What the people here say is, not to raise the 
publicity tiling unless he does. 

I see . 

And take it perfectly !or granted that - that it 1s 
just a message between governments. 

I see . 

See? 

Yes, si.r . 

Now just hold on please. 

(Pause for aside conversation) 

32 

Cochran, the point tbat we want to make sure o!1 

and we ' ll have to let you use your judgment on the 
ground -:i! there's going to be any publici ty, we 
want 24 hours' notice. Hello? Hello? ~Clicks 
instrument) Hello? 

Just a moment please . 

Are you calling llilll? 

Yes, sir . 

He's goae. 
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Operator: Who? FiDe. Somethinc wronc? Can't 70u lt.ear? 

B.M. Jr: So tar . But he's Just -

Operator: 

B. M.Jrc 

Oper ator: 

Olt., 70u mean be was cut ott? 

Yes . 

Oh, wait till I get hill back tor 7ou. 

(Ver,. l ong pause) 

B.U. Jr : Bello? 

Opera tor: I have hill back. 

B.Y. Jr: Thank 70u. 

Operator: Go ahead . 

B.M. Jr: Hello? Hello? 

C: Hello. 

R.M.Jr: Cochran? 

C: Yes . 

33 

H.K.Jr: The point that the7 waat to make here is that we take 
it tor granted there will not be an7 publicit7, but -

C: For granted thare will not be aJJ7 public icy. 

B. U.Jr: Yes . - but it he brinca it up or 1t 70u feel troa 
his conversation that he is going to give it the 
publlcicy -

C: Yes 

R.K.Jr: - that we wa:Rt 24 hours to think it over, as to 
whetlt.er we want it or not. See? 

C: I see. 

H.M.Jr: See? 

C: y 1r ea, • • 
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R.".Jr : 

C: 

C: 

B.K . Jr: 

C: 

R.M.Jr: 

C: 

H. :.t. Jr: 

C: 

B.!.!. Jr I 

C: 

H.M. Jr: 

C: 

B. M.Jr: 

C: 
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In other words, this is not oae of those notes 
which we expected to give it publicity . 

I see. 

Ah - but as far as I ' m concerned personally, it 
it did get in the pavers - I aean it woulda't 
worry me, because it s written so that ther e ' s 
nothing i n there but what could be put on the 
front page if it had to be . 

34 

No, it - it would worry him more than it would worry 
us, I should think. 

You' ve got i t . You' ve got it. Now - ah - ah - I 
had a chance while we were cut off to check with 
our visitor and he said I stated his position 
accurately. 

Fine. 

Now, just a moment. 

(Pause) 

And - hello? 

Yes . 

The State Departoent will send you a confirmation 
of my instructions that you shoulc not sail until 
further notice . 

Not sail until further notice. 

Please . 

All rigat, sir .' 

Just a ainute. (Asidez Wayne? - ) 
Well, go back and have a sood Digllt 1 s r est. 

All risht, tine. 

Good nigb.t . 

Good nisht, 
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September 24, 1937 

Sir Frederick Philllpe met with the Secretary, 
~r. Taylor, Dr. Viner, Dr. R1effler, Dr. White, Mr. Loch­
head and Ur. Butterworth at about 11 a. a . He apologi~ed 
t or being delayed by a t elephone conversation wi t h London. 
He said that inasmuch as ~. Eden had now returned from 
Geneva to London , it had been decided that the French 
Ambassador shoul d see him r ather than t he Prime l.l1n1ater. 
The British authorities had also indicated that they liked 
the Secretary' s message ver y much, but doubted the advis­
ability ot including the sentence which reads : "I am also 
glad to be informed ot your conviction tfiat, from t he 
budgetary and economic staft&poi~, ~ wi~l not be neces­
sary to establish a level tor the franc ot·trom 140 to 150 
to t he pound sterling". They thought that sentence might 
well be omit ted because t hey ar e a f raid that in case t here 
should be a leak it would be damagi ng to the French and 
they also felt that t here was •a very g ood chance i ndeed" 
t hat the f r ano would go above 150 to the pound at least 
temporarily. He added t hat they thought that Bonnet's 
priva te statement about 140 to 150 to the pound being ad­
equate wae in itself sufficient record. 

The Secretary a fter a private consultation wi t h hie 
st af f , during whi ch he mentioned t hat that s entence had 
originall y been included a t the suggestion of Phillips , 
told the latter that he was agreeablA to the omission ot 
the sentence. Phillips then telephoned t h is to t he Br1t1ah 
Embassy for t r ansmission to t he British Government and 
Dr. Feis was also telephoned and requested to comroun1cate 
a copy of t he message to M. Henry at the French Embassy 
and to telegr aph the release to Cochran with t he t hird 
sentence of t he f i rst paragraph omitted. 

Phillip& then brought up the queation of M. van Zee­
land's mission and he said that although he r~d no informa­
tion since he left London, his understanding a s that the 
i dea of the forma t ion of a permanent organization was ex­
pressed in t he speech of the King of t he Belgians had been 
dropped , but t hat there was some i dea of a convening of a 
conference to deal with economic and some related monetary 
questions . He added that i nasmuch ne his information was 
very i ndef inite and his own Government's attitude was un­
formulat ed , he did not feel he could ask for any specifi c 
repl y , but he would be grateful tor any comments which the 
Secretar y cared t o make. 
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The Seoretar.t replied that he pe reonally did not 

l i ke or approve .or large internat i onal conferences and 

t hought them unproductive ; that bilateral exchanges ao­

cOM9lished greater results. Philli ps then sa14 that he 

entir ely agreed about t he disadvantage& of large inter­

notional gatherings; no doubt t he smaller countries 

would wish to attend any conference and would feel eome­

Yrhat aggrieved i f they wer e not invited, but nevertheless 

would be glad t o fall in line with any real lead given by 

tho larger countries and he asked whether the Secretary's 

remar lte would apply to a meeting of t1ve or six nati ons . 

The Secretary said t hat as far as monet ary matters were 

concerned 1 that mi ght be different•, to ~hich Philli ps 

said that in t he circumstances he could not ask for any 

more precise expression of attitude . (Incidentally it 

appeared from t he t one of t hese interchang es that the 
Secretary might have assumed that t he five or six countriee 

related to members of the Tri partite club, whereas Philli ps 

oay have had in mind the Great Powers.) 

Ur . Taylor also made two observations : (l) that 

van Zeeland ' s ~n position eeemed at the moment precarious; 

(2 ) however small any international gat hering might be 

it ~as necessary to all intents and purposes to reach a.gree­

cent before the convening of tba conference through careful 

prepara tory interchange& through the usual o~els. 

At the meet i ng adjourned, the Secretary had ~ short 

talk in private with Phillips. Phillips asked whether 

t here would be any objection to non-Johnson Act countries 

raisi ng loans in the American market in connection with 

any possi ble scheme which the League Raw Uaterial Committee 

mi~ht formulate, to which t he Secretary replied in the 

nes at1ve. 

The Secretary reit erated the position he previouslY 

had stated on t he question or the prioe of gold and ex­

pr essed also the general view that upon Great Britain and 

the United States 1~ t he main burden and responsibility 

of working the world s monet ary system. The Secretary 

emphasized that personally he did not value •t hings wr1 tten 

on a piece of paper• , tor basically the human equation and 

personal oonfidenoe muet dominate. He further said: 

•sooner or later, your Government and mine have got to 

carry the whole burden of stable exchange and when that 
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happens we want to have enough oontidenoe in each other 
so that we can stand shoulder to shoulder• . He also 
expressed appreci ation ot t he extent ot t he contr ibution 
which Sir Frederick Phillips' visit to the United States 
had made . 

* * it • * * 
Phillips is scheduled to talk with Mr. Taylor this 

afternoon and to meet 11ith Dr. l!agill , Undersecretary ot 
t he Treasury, tomorrow morning . He plans to leave 11ash­
ington on Sunday tor a s hort trip through the neighboring 
States and, at the suggestion ot the Secre t ary, will return 
to Washington to meet w1 til t he Secretary on Thursday, Oc­
tober 7th, prior to his sailing from Quebec on October 9th 
on the Eill'RESS OF BRITAIN, 
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TREASURY DEPARTMENT 

..,.,. Sept_.,.r 1:1, lliS'7 

TO 
The Oacretary 

!'r. taylor 

In 11111 oonTeraaUon with Sir fredericlc Pbilllpe &114 l.lr. 'l'renthaa y .. ter­

day afternoon , wa started by refarr1ne to a prase releCiae wlt1ch i ndicated tba t 

the Belgian Cabinet waa meeting to paoa f i nally on the aubject ot Tan Zeeland' s 

resignation. Thla £111'"' me an opportunity to go baolc o .... r the pound whleh 

you covered in the morning a a to the poaa1bil1 tie a ot our attending a oo~ 

terence and the efficacy of the conference ~~etbod. I merely restated your 

posi tion and found that Sir Frederick was apparently 1n ~late agreement 

with lt. Ra -• curious aa to whom Tan Zealand had ... n in tbia country &114 

wMt he bad discusaad . I p Ta b1JD aa web aa I Jcnaw on t he subject and 

doaori bed the one conTarsation which I had had w1 th Tan ZaalaD4, which had 

bean general 1n character and only spao1flo in eo tar as the atteota ot the 

Tr1part1 ta Aareea:ant were concerned und the potential etteot ot the trano oriels 

or JUne on ~algiUIII' a own poaltlon. 

'Ia t hen referred &Sifl.1n to the raw material question wbioh Pbilllpa 

bad raised with you. Rare again, I raTiewad our position, the application 

or the principles aD4 the api r l t of tha 1obnaon Act and t he purpoaee and 

potential ueetulDua ot the ltxport-lllport Bank. I atatad tba t in general 

n 114w no reason tor uaing an e:z:latln& orplliaat1on, auoh aa the B.I.s ., or 

ony organization which might be created, to extend credits wlliob w did DOt 

belle .... wra reaeonabl)' good on their own merit., and that we preferred to 

handle auoh relat1oub1pe direct~. 
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we tben tu~d to a diaou.aion ot the propoaed 8111 tor raiatn& 

tore!SD dopoaH reaern requireeeanh. I P ft ll1a the ba~d ot the •bot 

<:pney• 41aou .. 1one an4 duori bed to b1Jil the nrioue eoboola ot tboQCbt on the 

subJect wbiob oxieted in tbh ooudry. I deaoribed tbe 81~1 i taelt in -

de tall and explained t.o bile tba t while tbe ~ i taelt wouH DOt ueoeaearilJ 

direotly atteot the • bot mona)"' a i tuation, 1t would enable a aeparate treat­

ment tor foreign balanoea whiob, part10ularly ln OIU' country, appeared t.o lie 

ddsirable and tbat .... tbougllt tbat 1 t ads)lt aene aa a ueetul. model tor otber 

eountrlea aomawbat aiadllrly ai tuated . The proThion repr41na tbe Centrel. 

lklnk and r oreign sonX"'IIIIInt balancu partioululy lntereated him, and I ptbered 

rrom his cOI:IIDenta tba t praoticelly o.ll rore1gJ1 eonrnment balancea and Outral 

!lank balances in the London !DIIrlcat are held by the Bank or Ensland• While be 

41d not aey eo apaolrtcally, I obtained a nry defini te illlpre .. ion that tb1 e 

wa.s the eaae . I explained to him tbat thi s waa not t ho ai tuation i n t b1a 

country and tllat aome did and acme did not., and tllat t he prortaion bad ~n 

inserted w1 tb 0 Tiew to 1mple .. llt114! the declaration or policy laid down in 

the Sw1aa Ba.nk correspondence. 

The dlacuaeion ot • bot money• naturally i ncluded eame 41acuaaion or the 

taxation epproC~cb. I roU4!11J,y outlined the underlying prlncipl .. 1DTcln4 

nrul the tact tbat torei!:Jl 1- 1n certain brookeh wa.a Sinn more taTCrable 

treatment than a1adlar 1ncame or our ow c1 Uzena, etc., and pand t be ~ 

1D general tor 111?-ll Magill • a oonnraa tion or tb1a morning. Hie onl7 

specl t1c oo~~~~~~ent, other tban clarifJlna qu .. t1ona, •• that be followed tbe 

thouS)It and the prennt&Uon up t.o a poi nt at wbi ab he wondered bow w ooul.& 

41tterentiate bat ften le81t~te innatooeat an4 leg1t~te -ro1al balanoaa 

end oc-ealled Ulegl ttate tunda ot aiadlu abe rooter. I told bill that it •• 
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81/ panonal opWon that it •• preetloall.J' ~uible to d1rtereDt1ete 

Wid that in any ca .. the ertect 011 t he baluce or P&111111nts and exob.all&e 

pos1 tton or the country wao the as-, He waa quite inhreated in the 

actual balAnco or payments poeition or t h ia country and the debtor-creditor 

ln•e•~ont position. I deaoribed at some lanath our present position 

and b.e asked mB whether the preaen t poai tion did or did not repre .. nt 

the hiel>oat 8Dl)UJ1t or the roreip in•••-nt 1n thia country. I told 

h1a that it na 11%1 impreaaion tbat t he latut fiS~U"e• probably would ahow 

that thla total 1s hlel>er than ner betore, but that I -. not enUrel.J' 

aat1at1e d that the pre-nr and the lG20 to 1G35 figure• bad not oonta1Ded 

ao """'Y e rrore that at lOmB euller pe ,riod t he total llliel>t well baYe been 

higher tbo.n the oDe now shon, and that it wao more than poaaible that 

the improvement in the t1gurea had oauaed t he a1 t uation which appeared 

to exiat. 

lle uked 'O'&rlouo queattona aa to tba direot and 1nd1reot 1nYutunte 
and "t rore1snera and our oWD direct and indireot t1eurea/1n ccnnaotion w1 th 

the latter atatad that he aaa....,.d that t he tiguru I ..... ue1ns did not 

contain an,y inter-e.on l"111110lltal indebtednell. I agreed with tbla -nt 

and a little later 1n tba d1acuii10D - heal< to it, with t he intention 

or " hing b1m an opportunity to dlaOUII t hl queation Of 'far De btl if he 

Wlahed t o do eo -- be a pperentlr did not, eo then I turned to other 

aubJeotl , 

I n etuting to lead around to ether and sold quuuone, I 

tlllnttoDed Ob.1na and Bre.sllo and npla1Ded to hia our deoire to worli: with 
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other countrioa wbo w1obe4 to put tbelr t1D8JI01&1 houaeo la oraar. 

I GIIITe hi m a general deaorlpUoa ot the ho tn.DHotlou all4 -obe4 

roU4hlY on the ailnr altuaUoa. Thlo l a tlu'D p.n • • cb&Jloe to 

brillfl la the ID41an prolll•, an4 be allka4 • wbat we 111LJ1to4 to talk 

to the I a 41ana about. I oa14 that liiiL-oh u tbe ID41an JlOpal&Uu 

sllnr that I felt it .,uld be axtraely uaetul lt wa oould ban nra~ 

ban4 acceaa to people who ooul4 al t dOWD u4 4ioouae t be quootloa t:roa 

all angle a, ao 110ot of our oontaot w1 th the aiher probl• la In41a ha4 

. -
been no bett er than thir4- han4; that naturally l~:r 41aouoaiou tbe 

poaelble atti tu4o ot the !D41aa population aD4 GonrDrnOnt toft.N the 

other precious metal woul4 follow. He thea dlaou .. ed the ltltonatioa 

which be had about In41an abeorptioa ot allnr aD4 dehoer41D& ot gol4, 

whiob a pparentl:r checked nr:r oompletel:r w1 tb t he l Dtormation which wa 

alreacly had. I sot the lmpreaaiOD that be would be belptul in ILII7 

contact which we aigllt whh to utablhh w1 th the proper In41an autborltho. 

I n order to gin him an oppor tunity to add an;rthl ng about col4, 

I a ta te4 that he had a lreacl:r conred theae quaationa rather co.pletel:r 

with you, i n wbiob he agreed. 

He then alllted me llbat I lalew about Ruaalu gold boldlaga u4 

produotioa. I explal,.d to hila that we ba4 DO neure• whlnb oould be 

conoldered aoourete but that u a reoult ot a eong1- ra\loa ot l ntonaUoa 

which we bad reoelnd, we bad arrtnd at a ronc11 tleure l n tho aelgllbor­

hood ot a billion dollaro aa repreoeaUag the e:daUac cold boldlap. or 

the o.s.s.a., and that we 11&4 t he t.prualoa the pruent prodaoU• wu 
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ralling ott u a rolllllt or the d1 rtl0ult1 .. wbiob they bed ben 

haTing rl tb the perao~mal or their 111lll1"4 trut and alao ae a reeuU 

ot bad l!lining praotto .. wlliob bed reaulied ill a tluah procluo\101l 

which bad not been bendle4 in the 110et apprond praotioa , and tllat 

cortatnlr what you misht deeorlbe ae ~nteiWice bed not bMA a4equatel1 

proTided . 1 0011\pllred the Ruaaian treatment or their gold reeouro .. 

to the well known treatment or their oil fielde, in wbioh a aimilar 

s i tuct1on bed dndopod. He oe.id tbet it be were maldng a sue•• be 

aloo would be,.. arrtn d at approxillatelr tho figure which we bed 

deftloped, and added tbet his 111.tomat1on wee tbet tho Rusol ano bed 

""de gre11t dhoo ... rioo or gold ore 1D the northern sect1ona or tho 

oountry but that t be extent or the dieoo1'8r1oa had not been reall1 

detercdned and that on account or their 1nnooe oeibility it wo.o dittioult 

t o estimate when production from theae mineo would beoome a real factor. 

In answer to m:1 qu .. uon, he stated tbet the ono tactor in the world 

e;old situation whioh dioturbed hUI wao potential Buaai an production; 

tha t he had beard tbet the Rusoiane •re e~~ploy1ng 7!50, 000 labororo 

and 12,000 ensineora in tbeir gold i nduatry, end tbet the lllllxilllua 

number or laborera, and in t hi e caoe ne groa o, that soutb Atrioa had 

eYer employed wao olightlr in exoeaa or 300,000. He then aet ed me i t 

1re bed heard 1J11 IUCh tigurea and 1 told hUI tbet WB had not. 

He then turud to our """ production, and 11111le I did not haft 
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the speoitio tigureo aYailable, I tol4 hill what I knew or the general 

tondenoiea , in particular that the Phil1pp1ae produo11on bod b••a .oua\1-c 
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...,te rially dur1D& tbe put few :r,..n u4 tbet a falrl.T l&1'p peroea~ 

of tile U.cnueUn our ClS'l:re• oould be c:re41 ted to tbia denlo,..nt. 

I also ducrtbed the worldq of old 111M• wb1011 bed aprana ~q, 1D tble 

country and tile a ttenti011 which had been shen to low-sre.de orea, 

both here and ln ~alcal that whih tile acth'Uy •• sraat, DO DeW 

production of any coneequence had b"n de ... loped, at tiler hare or in 

JJ.aska. Jl'ortunatel.T tbie 110rn11141 whan I we able to s1n hta the 
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detailed figuree Df general impreaeiona aeaDad to ha ... bean aubatantiated. 

Re then referred to C&Dadian production and we agreed that 110at of 

the Canadian increaee wae wbat 1111 f3llt be 4uortbed ae new production, 

that whareaa in aome oaaee it wu lcnown that tha ore bo41u exiatad 

that the impronment in transportation and the relati.,. prtoa 

bad ot1mulated i te de.,.lopment. 

The con•eraation ooftrad a period of one and one-halt houra 

and in t be couree of conriq tbe vartoua pointe which I ba•e mentioned, 

vartoue other aapaote of .f.llerican finance , auch ae the 41fferencu 

between our reapecti.,. banking eyatema, the diffioultiea obich our 

peculiar eyataa had produoad in the put and a1f3llt produce in the tuture, 

the attitude of tbe jmerican public and Ooqreaa to banka, taxation, 

foreisn in•ut .. nt , and the like, all Mde their appearance. While I 

carried a l1 ttle more than 117 ahara of the oon'f8raat1on, it wae tar 

from one-aided, and both Sir Jl'redartolt and 'l'ranthaa were rather tree 

with their oommanta and queetiona . 
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To: Secretary )!arpntllau 

J'r<l11: ~. Butte~ 

By arranp•nt, Sir :PN"-riclc Pb.1ll1~, acoa.panled bJ ~. 

Trentham, • t wUil Mr. Lfa&ill, ~. t.Jlor, Dr . Liwar or u,. 

Depart.nt or State, and ~. Butterworth, 

Mr. lilgill e:r:plaiMd to Pb.illlpa the arigln and purpoe .. 

ot t he Cane41&n...Un1ted Statee tex agree~~ent which ce.me into 

to.r<le last 111011tll , and etrused tbe part ~d by the Canadian 

ort•r to emllanp lntoration reprdlns tu: eftsione in ita aucceu­

tul oonc lueion , and be eat tar til in de tall the poaaible t~ 'IIDicll 

the cooparati011 betwen the two tu: autllCil'itiu -.J.d t&Joo, ~. 

Jo:asill al4o traoed brietl7 the lliatOl'f ot the American oapi tal pine 

tax, girtn& Ilia parson&l opinion tbet altlloush at - Ntuft "-ttl 

its prortslons might be rerteed, it -• doubtfUl .C.ther H -.14 

be abandoned u a tol"'D of Aooerinan -uca. 

'l'llle nat.....U,. led into the queatlon of the w1 tllllol4111& tu 

on ""curitlu ot noo.-reeldlont aliens; the $21,6o0 ol&UM ot the 

recent tu: act; and tile "-•ire of t!i. Treuurr to 4e't1.M ecae •tllod 

ot tuatlon by llhicll the toreipr ownin& AMrioan eeouritiu -.14 

be placed on all t"'1re with the AMrloan 1n the •tar of capital 

pins -UOilo ~. !fegtll &lao -~ioalt4 the attention *1011 COJlCNN 

baa been girtq to tllle ...-niOnl &114 tllat U would be poealble, tor 
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e xaliU)le, w place a lien 011 tbe particular &Welt oarUf ioate ft:tr the 

eount of the tax on any oapi tal piu. Sir Predar1ck referred to 

the likelihood of allY tranafara abroad before the certificate returlled 

bare ; and sussested thet, at the time t he certificate came back tar 

trau tar on the corpornte boolca , the selling price aUsht not be mora 

tlliUl its original coat, alt hough capital jp.ina hed bean realized by 

particular holders in the inter wning yeora. Mr. Magill susgaeted 

tbl\t, because or the interest in the probl8lll, Congress 11118ht decide to 

i ncrease by a n arbitrary aJ:~DU.Dt t he withholding tax on foreign-""""4 

aeouriti aa, ahould no other lllllthod be dartsed in the near future to 

meet this situation. 

Phillips then stated that he wished to imow Wbat ,..Saajp. be •• 

being asked to carry back to the British tax autharitiaa and loll'. lf.ag1ll 

aM !Jr . Taylor made it clear that i t •• the Secretary! a intention that 

Phillips abould ha'ft the benefit of an explanation, for purposea of 

background , ot tbe problems in thia field Whicb tbe Ameri can Treasury 

-.as r acing but thet no apacific ••aaoe had bean enrt-d. 

Sir Prederick expresaed a doubt Whether the United Statu and 

Un.ited Kingdom could eatebliab a rel&tionabi p in tbeae ,.ttera a11111ler 

to tbe United Stataa-onnadian; not only •• t here a disa1ail&rity of 

ta,x methods between the two ccuntriea ao tha t intarmation de aired by ..,. 

would not necuaarily be aftUeble to the other, but alae the position 

of the Unl ted KinadCill atr1ct:Ly lll&intelna4 •• that inccxue tax raturna 

.,.,.. 1nrtoleta and could not be made aftilabla to uy01111 tt:tr &JIJ purpoee • 

'lbera •• abo acme d1aouaai01l ot the !lritiah &D4 .American probla118 

in respec t t o holding cQIIIP&JIUa lllld wper-tu: payera &D4 t he diftioultiaa 
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ot tracing movamente through T&rious countries. Ur . lo!ag1ll pointed out 

t~at the Bri tish had adopted elaborate proYiei ona in t he ir !inenoa act 

with • Yiew to preventing •urtax eveeion through the 1ncorporat1on or 

roretsn boldino COil1penies ; tbe.t the United Statea last s~ED!>r had 1.11-

FoWd on t he Brit1ab a:au:>pla with proYia1oca probabl:r more e t raoti.,., 

aa .... u as n ora draet1o . No1ther set or proYiaiona ia l11<el;r to pre.,.nt 

neslon , unless tbne 1a an exchange ot information bet..,en the t axina 

auttor1t1es or t ba countries iDYol...,d. Such an exchange between sov&rn-

!:>!nte, tor the purpoee or lliiJting their tax laws etrect1ve, is e ntirely 

dlatlnguiallable trcn the dieolosure to prhata persona or lnto~tion 

conta1nsd on tax ret~. Pllillipa inquired whether e British coupon 

cubed 1n I<ew York by conotbor J>uropee.n would be taxed a nd be 1ng told no, 

expressed the opinion tbst aucb dividend caah1ns constituted perhape the 

~:~o• t important term ot international tax naeion. 

I n CoDClue1on i t .... asreed that !.lr . Xlns or the American Treuur:r 

ebould , attar the cea tlno in Genna in ~tober, so to tbe United XinsdCIOI 

w. exchange Yiews with the officials or IntarD!\l Ra...,nue at SCIOlaraat 

Fouaa , through t he asanc:r ot ur. Canny. 

Althou!;h Pb1ll1pa had at the start or tbe meetlns made it cleor 

that taxation questions were out or his tiel d or action, he neverthele .. 

conveyed t he ~eeaion b;r bia questions and general attitude that Great 

Britain, 1n h i ll op1n1oD , would not be diapoaed t o follow the exaapla 

or Canada . 

J.N0. -
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Secre tary of State, 

Washington . 

CODAT 

Pnris 

Dated September 20 , 1937 

Rto ' d 10:30 a .m. 

1314, SEpttmbt~on. • 
' . 

FROll COC HRAN 

Having r~ntived no wor d from the Swiss National Bank 

after visit t o BErn which v:ns rEpO!'"&£d in mY 1~34, July 

24, 10 a .m. , I rtm:~.rkcd i n a pc rsoaal letter to Bachmann 

whi ch I wrote on September n1, E on another subject that I 

was leaving f or a brief vi s i t t o Washington on SEptember 

t went y- five and would be glad to hear f r om him if he had 

"any questi ons for me to take up whilE therE or any word 

t o pass on to mt in confirma t i on or extension of t he views 

which llr , Weber expressed t o m.E when I was in Bern," 

I have today received from Bachmann a letter dated 

September Eighteen from which I quote in part . " I was also 

so~ry t o have misstd you on yoUl· last visit to Swi tzcrland. 

llr , fl t bEr gave mt a detailEd account of your interview 'with 

h im and banded mt a copy of tht memorandum. I can assurt 

you anew that we remain t ruE to t hh agrttmcnt and art 

a cting in accordance with its t enor . We arc t ndtavoring to 

hinder a turtht r awtlling of our gold holdings and atll 

e ocaaionall7 
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tno 2- No . 1314, SEptEmbEr 20 1 from Paris . 

occasionally gold"coins to Swiss Banks on account of their 

balancEs with us . BEsidEs wE art continually compEllEd to 

acctpt forEign ExchangEs somttim£8 1n small somEtimEs in 

largEr amounts . I cannot think for th£ timE being of 

spEcial rtqutsts to bt transmi ttEd to Ylashington. " 

In convErsation with Bank of Franc£ at tEn fiftEEn 

t his morning I lEarnEd that thE Control was obligEd t o buy 

only thirtEEn ~~ll1on francs at London on Saturday and did 

noth1::g at NEw York on that day . Th.r atmosphErE was a lit­

tlE bEttEr thi s morning whEn thE banks opEnEd and thE Con­

trol was not 11tErvEn1ng . Th1s may havE hEEn duE to thE 

fairly favorablE imprEssion first madE by 1r££k£nd sp~EchEs 

of Chauttmps, Blum and BrunEt, UndErsEcrEtary of Fi nsnct . 

Toward noon franc was wEakEning slightly. 

BULL I 'IT 

DD! :JLS 

I' , 1 o 1 :1 

.•. , --' 
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K E K 0 R A N 0 U K 

September 20, 1937 
)125 p .m. 

Senator King called on me and said that he 
wanted to tell me that he considers it illegal tor the 
United St ates Government to bU7 domestic silver at aboYe 
the world price after the first of January and that it 
we continue to do so we will get ourselves i nto trouble; 
and that I can quote him and that ' s the way he !eels. 

49 

The reason be came 1n was that some papers carri ed 
a story that the Treasury wanted to continue to do i t . He 
said be got a lot of cables that the Treasury wants to do 
it and - "What about it?" 

So I told him as far as I was concerned that I felt 
all subsidies had to stop, whether they were commodities 
or silver or anything else, end we were going to balance 
the budget and we had to balance the budget, and one of the 
principal ways to balance the budget was to stop all 
subsidies of all ki nds . 

B. M. Jr 
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Monday, September 20, 1937 

(Dictated Tuesday, September 21) 

Saw the President a t Hyde Park, 9:15, Uonday. 

Took up with him, first, Peoples' letter shOWing 
that out ot $23 ,000,000 appropria ted for public build ings 
Peoples estimated he would only spend, between now and 
June 30, 1938 , $3,800 ,000. The President wAs simply 
delighted with this and marked on the me morandum, •very 
Good.' . . 

I then asked him 1f he would not like me to t ake 
up with other Departments t he same quest ion and see 1f 
we coul d not pos t pone s ome of t he spending ot money this 
year wi t r. t he i dea in mind that we would then ask leaa 
I!!Oney for t he co111ing year as we would not heve spent the 
coney we alre~dy have 1n hand. He said: 1 Fine! Go 
ahead. • 

The President thought that the best way to put 1t 
up to them was to a sk t he Departments first what they could 
do, rather than to order them what t o do. I ag reed with 
him and told him that was my idea as t o how to handle it. 

(I· sent for the Acting Director ot the Budget , Mr. 
Bailey , last night and got him started and asked h1111 to 
see t he various Departments -- Army , tlavy, Agrical t ure -­
and have an answer tor me on Monday, September 27th; that 
he should use Peoples' meoor anduc as a sample and see how 
~~ch we could gat the various Departments to postpone .) 

The Pr esident said t hat on hie r eturn he expecte 
t o give a good deal ot time to going over t he Budget the 
way he used to in Albany. He said: "You know what I 
di d in Albany•, to wh1oh I replied, "I certainly do and 
nobody could have been tougher.• He said, Last year, it 
you remember, I oame back from South America just before 
Christmas and I had to take Dan Bell 's fi gures. The 
President furthermore said, I think Dan Bell is not tough 
enough on the regular Departments . 

I suggeeted that the President have a dress re­
hearsal on each Department with Bell and myself present 
and decide what we want to do, then send tor the head 
ot the Department and go over t he situation with him, and 
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then give him one week and ask him to come back and make 
a nnal deci eion. The President liked thl.s idea very 
well . It he really would go over each Department with 
each head, we could eave a lot ot money. 

I then said to him, The thing that you have got 
to do ie something you would know before you started 
that you would have 99 chances out of 100 ot being euo­
ceseful. I said , I don't know anything which would be 
more popular than if you began to tellt about how you are 
going to balance the Budget . I said, You will reach a 
group t hat pretty well overlaps the same group who are 
down on you tor what you have done and said about the 
Courts. Take, for example, what you have done in ieeu­
in& t he Executive Order abolishing t he National Emergency 
Council. Why do it eecretlyl Why not beat the drums 
and boast about it? I said, What I would like to do , 
when you come back, is to give you a sum- up ot economy 
moves that you have made to talk about at every press 
confere nce and, I said , if you begin to do this when you 
come back, by t he first of January you will have the 
country back of you to balance the Budget and keep Congreu 
from passing a lot of appropriations over and above your 
eetimatee. Re liked the i dea fine . 

I sai d , What have you done about that memorandum 
to Jesse Jones telling him not to loan any new money? 
He said, I spoke to Jesse aboutit Saturday and Jesse 
took it very well and , he said , he asked me whether I 
would not write acrose the bottom ot the memorandum that 
he could, in case of extreme emergency, make loans with­
out firs t consulting the President, and the President 
agreed to that. Furthermore, he said he had about three 
loans, aggregating approximately $10,000,000 , in the works 
t hat he would like to put through, and the President agreed 
to that . 

The President next said t hat he thou&ht we ought 
t o do something about cost of living and I said i t was 
tunny the way our minds were running a1org the same tracks , 
and I showed him Oliphant's memorandum about collusive 
bi ds . He was tremendously i nterested, read it very 
carefully and made a long talk on the subJect, and said 
that we ought to add to the Executive Order that we could 
accept alternate bids, one at the point of delivery and 
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one a t the factory. He felt that through doing this and 
by threatening to use Government transportation from the 
factory to the site that we mi ght break t hrough t he col­
lusive bi dding. I gave this to Oli phant and asked him to 
fix it up along t he lines t he President suggested. 

I then gave hi m the memor andum from Oliphant recom­
nend1ng the appointment of Wenohel and Cairns and t he only 
quest i on he asked was, How does Wallace regard Wenchel ? 
I told hi m, Very highly, and , I said , Don' t you rerr~mber 
tl.e rues he put up in Cabinet about my taking Wenchel away 
!roo him? 

The Pr eside nt then again t alked about his idea of 
doil16 something for i nternational peace. I said, If you 
still have this i dea or addressing 55 nati ons and offering 
your~elf as a clearing house , I recommend that you don't, 
oecause, quite frankly, I don' t think you would have one 
chance in 50 of being successful and I hate to see you do 
anythi ng at this time that you don't have a 9~ chance or 
be1n~ successful before you s t art . He sstd, Well, I have 
ohnnged my plans and I now thi nlt it i s a matter of long­
time education and I am not going to do anything which 
~ould require a definite response or action on t he part 
of anybody. I sa i d , \'/ell, that sounds all r i ght . I said , 
Don ' t do any t hing now unless you are sure you are going t o 
win be f ore you start. He agreed. 

The President said I should get in t ouch with 
Alt~eyer and he want s us to work up a confidential c~m­
Olttee to make a study on the Social Security. 

I had a few minutes with Uiss Le Hand before I left 
ar.d told her what I had done about t he Budg et and what I 
had told the President about havi ng to win, and she seemed 
very much pleased. Then she said, I sn't i t terrible about 
Black? I said , Yes; what can you do about it? She sai d, 
Not hi r.g. And I said, What oan the President do about it? 
She sai d , That' s Just the trouble. He doesn't know what 
to do. 

oOo- oOo 
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TO 

roo• 

TREASURY DEPARTMENT 

The SeeretarT 

Herman Ollpbant 

....,.... ~ COMNUNfCATION 
\ 

o•n SEP 15 1937 

I 

The Federal Treda Co.ai811on on l ul;r 2, 19371 issued a 

ca.pl.aint against The C•ent Institute, of which practically 

all the ceaent producers ill the United States are aeaber a, 

and seventy-seven cement producara, alleging rlolet.iolUI of 

the Federal. Trede Comiaaion Act and the Cl•yton Act, sa 

eended by the Robillaon-Petaen Act . The Ciat of the charge 

1e tbet f or tha pe.rt ..t&:&t.:JI&l'& the respoDdanta have had a 

CC>.llbinat.ion •·est.ra1nin& COIIpet.ition by caeans of what is kno1111 

as the •multiple baai lli poillt system.• Onder thi s system there 

bas been estebllabed throughout the country sixty-two baee pointe, 

each with its own base price, and whenever a quotation is given 

i t is this base price plus all r ail. freight to destination, 

ruultin,s in an identical. price bid at any given destination 

b:y ol.l respondents . The co:oplaint deteil.s the various aethoda 

by tohich the c001bination is 1118inteined, i ncludi n& the distri­

bution of frei ght rete books 'l!lich are used exclusively for 

deter:.ining fre!«ht rat&J retu.al to deliver at point of production 

t o trucks or other means of transpor tation; refuaal. to al.l.ow 

diversion of ebi~enta in trane.itJ refusal to quote f. o . b. 

prices , and r etu.al to sell to and boycottin& daal.era in forei«n 

cement and other deal.era who are not approved by the IlUi titute. 

This combinati on has destroyed co:npotition both ill the private 

fidd and as to Govern:oont contracts. Examples are given of 

identical. bide subldttad to Govern:aent and aunicip&l agencies. 

The COJ>bi nation al.so baa bad the direct etfect of prevent.in;; the 

Govcrnt~ent tr001 beneti ting in the reduction of freight rates. 

Two efforts havo been aede by govarnaental. agenci es to ovarcoae 

the effects of the ca.bination. The State of South Dakota bee 

erected ita own caent aill and the Tenneeaee Valley Authority 

received a r educed price attar it bed threatened to acquire i ta own 

CUient aill . 
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TO 

, .... 

TREASURY DI!: .. AIIITMENT 

DAft SEP 15 l937 

The SeoretarT 

Borsan OUpbant 

Iu addition to the o011plaint i .. ued apinat the o•eot 
induatry the Federal Trade C~aaion bu repartee! to .. the 

tollollin& action& 

CEASE AIID DESIST OliDIRS 

1 . Against The Water Woru Tal.,.. &Dd B;vdrant hduatry, 
Order issued kT 18, 1937. 

2. qainst !he Turbine Generator I nduatry, including 
a.-ra1 Electric &Dd lleatln&bouae Corporatiou, 
Order bred .t.prll 2 , 19)7. 

) • .t.gainst The Power Cable &Dd Wire Induatry, 
Order issued December 29 , 19)6. 

4 • qainat The California Packer a Industry, 
Order issued Juno )0, 19)7. 

1. 

2. 

qainst The Window and Plata Glue IDdustry, 
Iasu.ed J\Ulo 16, 1937. 

Age.inst The letal Window Industry, 
Iaaued lovellbar ll, 1936· 
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) . qainat !he General l otor• Corporation and Genaral l otora 
Sa1ea Corpora t1on in oocmection w1 th the auto acc.eaori .. 

industry, 
Iaaued J\Ul8 15, 19)7. 
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THE: &IECFII:TAFIV OF THE: TFIIEASUFIV 

WA.HIHOTOH 

~ dear llr. President• 

The purpose ot this co~ation ia to outll.lle the steps 

wllich ban been taken in the Trea1111ry Depart..ent in tbe applicatioll 

of t.be law against. collusion &IIODg bidders on Gonrn.ent contractsJ 
and to suggut the duirablllty ot en llxecutive Order to aaaure 
un1tor11 action b7 ill brallcbes ot the OonrnMnt on such eolludn 

bide. 

On lle.y 19, 1937, I requuted tbe .lttoi'U7 General' s op1n1on 

on whether the Direntor of Proeure...,nt •• 'UDder duty to reject ill 
bids, when all bide roceiTed were identical and the Director was 

convinced that the price offered had been arrived at b7 collueion 

uong the bidders. The request ne acroepanfed b7 an op1n1on ot 
t.be GeDer&J. Counaal tor the Trea8UJ7 DepartDeDt thet there was a 
duty to reject in such cases. 

By op1n1on dated June 30, 1937, tbe Attorney General bald 
that collusion between bidders, the cona.quence ot wbich deprind 

the Coftl'llMl\t of benefits aceru1ng !rom col!p&tition, aDd accepting 

a bid arising out of such collu81on, would be a 'f'iolation o! the 

atetute requiring c0111petition uong bidders on Conl'lllll8nt contracts. 

He indicated, howenr, that whether collusion was present in a 
particular cue would depeud upon tbe facta o! that case. 

Onder date ot Jul7 15, 1937, I directed that thereafter, ill 

cases in which there was evidence that bids, otherwise acceptable, 
nre the reeult of collusion, should, before any bid was accepted, 

ba referred to the Depe.rtaent of Justice !or datenoination whether, 

u judged b7 the Attorney General• a op1n1on, there waa collusion. 

I further directed that ill casu of identical bide ehould, in the 

absence or satisfactory atftr.ative e'f'idence that no collusion wee 

present, be ao referred to the Department of Justice. 

On Jul;r 28, 1937, the Director ot Procure•nt !n!or.d • 
that, upon the opening, on July 21, 19371 o! bide for auto110blle tires 

and tubes tor the six -.ontbe period beglnning October 1 , 1937, it 

appeared that identical prices to the cent were quoted bT fourteen 
different aJid preSUMb.Q' indapeudent coiiii)&Diaa, vith ain offices in 

sb different atetaa, on a large nuaber o! di!terent alsea of tiraa 
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~~!:::· Bllcb COIIP•n1ea on the onl;r ooee eumdtting bide 
01 acceptable. In ODl;y lS instances in 129 iteae wae there 

d1Tergence in the bids. Inn u to those fif'teen iteu, ODe 
C~JIPIJI,7 wae rnpooaible for l3 of eucb dinrgencee. In all but one 

t if'teen ita .. , tbe divergent bid wae higher tbaD the re­
,.~LDC identical bi de tor the 118M itea. It 1e Wlderstood that all 

the fourteen coepanha are Mabere of an usociation with the 
secretaey of 11h.icb are fUed, not onl;r prices of tire a which it 1e 
contemplated to fUrnieb to the Gonl'IUI8Dt, but also prices of those 
wbicb' are to be fUrnished to distributors and dealers. 

On August 3, 1937, I requested the opiDioo of the J.ttornq 
General aa to whether, under the facta in the foregoing cue, the 
Director of Procureiii8Dt was Wider du1;T to reject all the bide 
rece1Ted for iteu on which the ooly bide were identical. Tbia 
request ne acc011panied by an opinion of the General Counsel for 
the Treasury Department which bald that collusion was present and 
the Director of Proour-.nt ns Wider duty to r eject all the identi­
cal bide. 

UDder date of .luguat 10, 1937, the .lttornq General gan • 
hie opinioo to the effect that, on the facta before the Treasury 
Department, the conclusion that collusi on was present waa justified 
and euggasted tba t the case be nterred to the Departlll!lnt of Justice 
tor proceedings under the anti-trust laws. 

Conf'ora~ with tb1s opiDioo of the Attorney General, the 
Director of Procurelll!lnt oo September L4, 1937 rejected all bide tor 
tires. He has readTertiaed, taking special etepe to see that numerous 
tire coapeniee which did not bid before ma:y bid on this readvertiseiii8Dt . 

Pureuant to the euggestion of the Attorney General, the facta 
1D tb1a tire case beTa bean referred to h1a tor proceedinge UDder the 
anti-trust lan, and to the Federal Trade COIIIIiadon also. 

It is proposed to take the eaae action generally with respect 
to all other purchases to be made by this Depart1118Dt, both in Washington 
and in the field, but before taJdng such action, it would eeea desirable 
that the policy and practice of all departMnte and independent eatab­
llelments oo this in:portant •tter of collu.ein bidding be the ...... 
.lccordingl;r, I would euggest the desira.bility of an Executin Order, 
app]¥1ng to all branches of the Conrnment the present arrangeMnt 
between the Treseuey Department and the Depertaent of Ju.etice . Such 
order would proTide in effect that all cuae 1D which there 1a ertdanoe 
that bide, otherwise acceptable, are the reeult of colluioo llhoul.d, 

• 
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betore uti bid 1e aaceptecl, be referred to tbe Deperact ot hatice 
tor deteninat10D .m.ther oollui011 wu pre-t, &lid tbet ell. -• 
ot S.dllltical. bida abould, ill the abMDce ot aatietactory attiratin 
svid.oce tbat no collwoi011 •• preaPt, be 10 referred. It W.. 
prooe4ure 11 tollowecl, it ~ nrr well be tbat in • .,.. ot tba 
comooclitiea it would be 1JIP0811ble to Hcn&re cleUYerr, 81l0b as oe-t 
and steel, and, •• a relllllt, the worlt ot the Oon~t, part.ioularq 
construction worlt, would be tpporar1lT clelqecl. 

The attar baa bMD intCIJWJ.q clieCI\llaecl with Ill'. Robert B. 
Jacksco, .luiltant .lttonLeJ Geoeral., 8Dcl there 11 attacbecl a COPT 
ot & MIIOraMua dated S.pt&Jober 1..4, 19)7, Httin& forth oertaia 
tacts wbicb Ill'. J awco tb1nlul 801114 be broqllt to 701f1Z a tteDt101l 
in CCW18CtiOII with this attar. 

Atta4llecl bereto b a Uet or art.1cle1 UpclD 11hicb other tie 
bidl ban been receiftd troa U.. to U.. b7 the !re&IIIU')" Departa&Dt. 
There 1e also attached a clratt ot a propo184 I:Dcutin Order to 
carrr into etteot tile lllli&••tione a boTe ada. 

Faitbtul.q 70111'1, 

The Preii148Dt, 

Tile lb1 te llowo8 • 

.lttacbaDtl. 
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EXECOT!Vl$ OJ!I!!R 

It appearing tbat in 118.117 instancu there are being 

received identical bida on proposed purcbaaes b,r the several 

executive departments and independent estsbllshiDenta of the 

Government, indicating colluaion thereb,r depriving the Govel'll-

11ent of COllpetition contemplated and required b.r section 3709 

of tbe Revised Statutes, it is bereb,r ordered that, until 

fUrther notice, in al..l case a in which there is evidence that 

bids otherwise acceptable are the reaul t of collusion be tore 

9.11r bid ia ·accepted, aueb eases be referred to the Departaoent 

of Justice for detenoination 11hetber collusion 1a presant. 

All eases ot identical bids would in the abeence ot aati&-

factory evidence that no collusion aa preaent fal..l within 

this Order. 
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LIS! OF A!!TICLFS QPQN 1111ICH TIE BIDS !JAVE ¥'i!f OR ARE 11011 !!WJC! fi!!Q.§fVIJI 

ll.nok snw blades 
Files 
Structural I!Upplies 
!lire rope 
Staal sWtin& 
l&achine dies 
Stsel grit 
Sheet steal 

=. 
:00!1 

Tube !i ttinga 
Sbeete 
Caati114e 

!'Al'ER_l~J!PllUCT_A 

Wiping 
Postage stamp 
Cbook 
Kratt wrapping 
Tan plater board 
Bft&s 
Ce.rbon 

RUBBER P!!QOOCTS 

Tires 
Tube a 
Hoeo, eto. 

MFJ.T PRODUCTS 

WOOD PA!Wir.tNG 

~IIBL lWW, 

Rod a 
Sheet a 

BRA.'lS & !!!P!IZI PI!OWCTS 

lire rope 
Phosphor llroDM 

Steel bAre 
Floor pletee 
Bars and shapes 
lood SOl'OWI 
Twist drUll 
Diaa 
Jla.U.I 
Wire 

Cardboard boxes 
Tags 
Pads 
Blue print 
ToUet tissue 
Drinld.nB cups 

Parte 
leldin8 rode 

Cables 
Tool&n 

Circular saws 
Jack baaQrs 
DrUll 
Drill. bite 
Paper-cutting knina 
Blades 
Lathes 
Pn-tic 

Sheets: 
1lbi te and colored 
lli.lleogx"&pb 
onlon aJd.n 
nllua 
bond 
notebooka 
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nash llgbt 
Dr7 
Stora&e 

SHEE'l' CORK 

CREASES 

EXPLOSIVES 
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IU.CI!IIIE!!!. and al.li.ed prod.ucts 

~ 

Ol'FJCE SllPPLIES 
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Pen ells 
CUp a 
Pads (ink} 
!lois tenere 

Ring binders 
Pencil sharpeners 
StAples 
Guides 

INSEC'riCIDES & DISI!IPEQTAIITS 

KQD.&..~ & !'!!O'roG!!APBIC SOPPLIES 

m>T0 PRIIll'IHG 

LABORATORY & !!EDICAL SQPPLIE§ 

Absorbent eotton 
Adheai ve tepa 
Applleetors 

Rubber glOTea 
s,-riDgea 
JVpodenic needle• 

CAliS 

FIRE Erl'IliGUIS!!IIfO APPWT!JS & sopprm 

PL!J!lBING SUPPI.IR§ 

Radiator a 
Valvea 
Preaaure bo•a 
Caat iron pipe 
!'ire~ 

........ tori•• 
Bathtub• 
81DU 
~ 
loa alae 

Spicote 
o~ rope 
I>NiJu 
Lato4 
la•h'np 

Pens 
Rubber benda 
Thllllb tacite 

Drugs ot all ldnda 

' .. 
.. . . 
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DIPARi'UWi or JUSTICB 

Septeaber 14, 1937 

IIEII:>IWIOOII FOR GERlW. OOUISEL OLIPIWI!t 

I ban di.acuaaed the proposed letter to the President and tbe 
proposed executin order dMHng with identical. hide with Actin& 
Attorne)' General Stanle)' Jleed aDd lwl.ge ToWDaend ot Aaaistant Solicitor 
General Bell 1 s ottiea. 

It 1a our feeling tbat, in addition to the tacte recited in )'oar 
proposed letter, the President ahould consider the followi.Dca 

1 . Ditterent practical •ituationa u::t be pre~Jented in di.Uerent 
depe.rtaenta aa a result of the urgenc)' of tbeir need for coJUOditiea. 
DU!erent depart.ant heads ~ therefore ban different ai taati one to 
be considered. It ia poseihle tbat the reJection of identical hide 
would create such an eaerganC)' aa would Juatity purcbaaea without 
adYertiainc for bide. I ban not examined this question. 

2. It, in the ter11111 of the order, these identical. bida are 
referred to ua to deteraine whether colluaion ia pre~Jent, it will be 
illpoaaihla to Mite an exhauatin innstigatiOD of tba causes of tba 
identical. bide with the present ataft that we ban with011t lGDg delq 
and b)' this I aaan 1100tba. So far as this Dirtaion is caooerned I 
-ad rula that identical. hide are colluain priae facie and thq 
ahould be retnrned to each depart.ant with tbat adrtea . 

3. I han no staff or reaoureaa ...s.quate to !oilowi.ne up such 
adrtce with the proaacutiao tbat tba adrtce ~ indi.cate oa.ght to be 
c-ced. It ia utter!)' illpoaaihle with the atatf at IIIIJ' di.apoeal 
to deal with this aituation in ur,rthin& l1lce a cc.prehenain faaldoa. 
The beat n can do is to select a teat case, put al.l oar •arsies into 
it and atteapt to get an earl)' deteratBation. 

It is oor concluaioo tbat it ia a &ood thinc to cal.l tbe 
e1 tuation to tha attentiao of the President aa )'W are 'doinc for auc!l 
action aa be u::t thinlt aer1 ted. 

•/ ROII!IR'l B. JACISOI 
Aaeistant Attoru)' Geural. 

c 
0 

p 
)' 
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GROUP UEETING Sapteaber 20, 1937 
l2:JO p.m. 

Present: 

B.U.Jr: 

Olipbant: 

Gaston: 

H.M. Jr: 

Gaston: 

B.li.Jr: 

Gaston: 

B.II.Jr: 

Oliphant: 

H.M. Jr: 

Kr. Taylor 
11r . Lochhead 
llr. Oliphant 
llr. Rietler 
Miss Aoche 
Kr. Gaston 
Dr . Viner 
Mr. Baas 
Mr. Tb.ompson 
Urs Klotz 

Herman, I had a terrible time with the President 
today . I hope we ca.n take it . Got anybody else to 
suggest? 

I'll have to tind somebody. 

(Secretary shows Oliphant Wenchel 
appointment to Int . Rev. Gen. Counsel) 

Be Just crossed out the name, see? 

Now listen, you guys, at 4:JO today - 4 o'clock 
press conference? 

It it suits you; either hour that suits you. 

4 o ' clock; 4:15, have Mr. Wenchel in; we ' ll swear 
him in. 

The President argued - did I sign that right or 
didn't I? You (Thompson) clear all this stutf . 

And where is Gibbons? 

I think he • s up at the graduation of the Coast 
Guard Academy . 

Well, who's going to call up these two Senatore, 
the two Maryland Senators? 

I' 11 be glad to call Radcliffe 1t you think it 1 a 
necessary. 

You (Thompson) ask the White House - ask what 1a-h1s-naaa 
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if he won't do it . I don ' t want to do it . See 
if they'll call up about 'Wenchel. Tell them a 
Civil Service employee i s going in es Chief 
Counsel at Internal Revenue. The President 
didn' t a sk me to do it, but we might Just as well 
do it. 

Is that the right way to sign that thing? 

Thompson: Yes . 

Oliphant: 

H.M.Jr: 

Thompson: 

l:l . ti .Jr: 

What was the debate about? How else would it be 
signed? 

I never signed before that way. I mean I thought 
the President s igned alone . 

No . 

I was just debating, and the President wasn't sure . 

Well, I'll see Rogge, then, today. Have Wenchel 
here at 4:15 , and Rogge, if possible . We•ll swear 
t hem all in. 1 111 tell Wenchel to be here quarte~ 
of one . 

(On phone) Ask Kr . Wenchel, from ll.r. Oliphant 's 
office, to be in llr . K1eley 1 s room at quarter of 
one, please . I ' d like to see him. 

You people very c onfidentially might be interested 
to know that we are really going to save s o11e money . 
For instance, in Public Buildings and Procurement -
we•re using thi s as an example - they have a.n 
appropriation of 23 million, of which we are only 
going to ,spend three million eight this year; post­
pone the balance of it until next year. You say, 
"What good does that do?" That means tbat when 
Congress says they want to give us money for public 
buildings, we say, "What •s the use of giving it? 
We ' ve still got 20 !Dillion to spend. We don't need 
an appropriation; only give us half as much." 

I'• going to do each one of the departments the aaae 
way, using this same exuple. And the President 
wrote on the top ot this •very good - F, D. R. • For 
instance, Arm:r has lot of 1a0ney tor barracks, Navy 
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Oliphant: 

J;l . !.I.Jr: 

Oliphant: 

u . 'i .Jr: 

Oliphant: 

Viner: 
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has 40 million dollars tor yards; all that stuff -
shove it ahead a year and just ask a minimum appro­
priation for this year, s ee? 
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On this thing - this is a combination - I mean I 
showed this to the President and I want to see 
Oliphant on this Executive Order for Senator Wheeler -
and somebody representing Magill's office and 
aelvering. (To Yrs . Klotz) Give them an appoint-
ment at 10 o 'clock tomorrow. 

That will be Kent. 

What? 

Let's have Kent to repr esent Magill . 

All right. And Helvering and Oliphant. And I want 
someone to bring in the so-called - what is it, the 
Railroad- whatever it was that •••• 

Interstate CommGrce . 

Interstate Commerce Committee - Executive Order -
10 o ' clock tomorrow. 

Now, Yr . Oliphant, the President said, "Well, this 
is all fine, but how about all this bids and the cost 
of living?" "Well," I said, "it' s wonderful tbe way 
the Treasury is always ready." And he liked this and 
he ma.kes only one suggestion in regard to the Executive 
Order on collusive bidding. Can , you include in this 
Executive Order - you and Bob Jackson - something so 
that they can t ake alt ernate bids f . o .b . factory? 
Now, for inst ance, be says, if the Bethlehem Steel 
Company at Bethlehem and United Steel some place 
out west - they both put in bids for delivery at 
the ~ob; but if it's alternate bi ds f . o.b., be says, 
they re going to have a devil of a time not giving 
us competitive bids. And then, in order to get tbe 
advantage if necessary, we ' d use Goveroment trucks 
to haul them, or Government something. 

I think it's easier tor them to conceal collusive 
bidding if they bid a t the mills, because the freight 
rates are different. 
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H. !oi.Jr: 

Oliphant: 

H. loi .Jr: 

Viner: 

H.M. Jr: 

Viner : 

H.1.l.Jr: 

Viner: 

H.U.Jr: 

Oliphant: 

H.M.Jr: 

Viner: 

H. ll.Jr: 
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'Nell , you haven ' t read the cement stuff. 

The basing points •••• 

You haven't read the case against the cement 
compaey. 

I kn.ow they can use uniform delivered bids. The 
advantage of that is not that it conceals mon.opoly, 
but it is easier to reach monopoly . 
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Well, the Federal Trade Commission - under the Clayton 
hct the charge is against the cement company ' s using a 
~n~~~e basing point system, and the President 
thought lbere was a possibili~ of overcoming it if 
you had a chance to bid either at delivery or f.o .b . 
Now, what's the matter with that idea? 

Well, f.o.b. they ' ll show up as different bids . 
Delivered, they show up as the same bids . 

'.l.'hat 1 s what I say. You and I are saying the .. .. 

They ' ll show up as different. They'll all give you 
bids t hat will be different in amount but would 
amount to the same thing delivered. 

~ell, this says we don ' t get the advantage of the 
difference of the freight rates . Listen, don ' t -
if you {Viner) don' t mind, I ' d like you to sit in 
on this stuff. 

I'd like to have him in when I talk to Bob Jackson. 

Will you go in and talk with him? 

Yes, sure. 

If you can speed this thing up I'd like to .set it in 
his hands Wednesday ~orning and sign it. (Executive 
Order on Interstate Commerce Committee) 

But this thing here (collusive bidding memo) - you 
don't need this . This goes into~ diary. 

I want this thing tomorrow night. So if you (Thompson) 
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Taylor : 
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Oliphant: 

Oliphant: 
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will find out end let Mr . Oliphant know whet 
time the pouch goes up, so he (President) can 
get it before be leaves on his trip . 

Ja~e, this thing that you talked about , making a 
survey of Social Security, again was up today, 
because the President said - Altmeyer has been to 
see the President - there's going to be a very 
secret committee, which I am to head - Altmeyer, 
the Secretary of Labor, some others the President 
couldn' t remember - to work secretly to get ready 
for this thing. 
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That 's fine. I was afraid they'd come out with a 
sort of depart£ental program and then Congress would 
bear three stories from the Government . 

No. So - and I told him about you two gents (Viner 
and Riefler) being interested, and we'll work on 
the thing . But we'll find out - we ' ll have a meet­
ing somewhere; have it out at Wayne Taylor ' s house 
if he ' Ll give us all mint Juleps . 

Have to send out for mint, but we 'll do it. 

I warned you - llrs . llorgentbau said I 1m terrible, 
I'm riding so 'Hide, high and handsome; took at 
least two days to get me back to normal. But after 
I've seen the President this morning I'm worse than 
ever . He1 s in a grand humor and a oundred percent 
clicking - he and I - and I never felt so encouraged 
about real e conomy as r i ght now. He saw Jesse 
Jones; you ~ow, he sent a memo to Jesse Jones -
no more lending . Have you (Taylor ) seen it? All 
that t hey want at the bottom is in case of an emer­
gency could they lend; and he ' s got three loans 
pending - about lO million dollars, something like 
that - and outside of that he's going along with 
the President. 

You say you saw him or the President did? 

Pardon? 

You saw him? 
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Viner: 

li . :A .Jr: 

Vi ner: 

H.ld . Jr: 

Gaston: 

a .M. Jr: 

Oliphant: 

H.li.Jr: 

Oliphant: 

Viner: 

H. loi.Jr: 

Viner: 

H. li ,Jr: 

Vi ner: 
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llo , the President. llo use Ill)' s eeing him. 

And the President signed the Order doing away 
with Emergency Council - first independent agency 
to be wound up. 

ne wound up Riefler, then. 

Took us two years to f ind out Riefler. 

His tentacles were all through that, you see. 

Now, I thought t ha t was a swell story 1n the T1ales 
on llr, Graves. 

On Graves. You did? That Just leaked out. The 
A. P. boys found out about it and cal~ed me about it, 
and I thought .ve might as well give it to them. 

If that's the way the stories leak, never hand out 
one, Herbert; don't give them out any more. 

Now, I'll go around with you people i f you promise 
to . .. Mr, Oliphant? 
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Very good news. I spoke to you about Cairns and the 
possibility of his accepting a promotion to Assistant 
Genera~ Counsel. He surprised us very much by 
accepting. 

ilell, that ' s ... 

Taking a good man; good ~"' firm 1n Balt1alore. 

That's the smut expert. He ' s a good man. 

Now listen, you've Just been in Chicago. 

No, I thought I'd come back here; I thought I ' d 
catch you all na~ping, come in a day early. 

Uidn't you go home? I thought you' d picked that 
language up in Chicago . 

llo. 
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Where you been, Jake? 

It ' s his own t erm; it 1a Berman' s term. 

I ' d like it if you' d take one minute to shake hia 
hand. 

Well, as a matter of fact we could use a man like 
that in the Treasury. 

I don' t know wha t for. I wonder what makes you 
think there ' s a lack or them. 

That was kind of weak, Jake, kind of weak - not 
worthy of you. I 111 give you a half day to tbi.nk 
up a better one. Bow' s the housing? 

Well , it's -you have a meeting at 12:30. You•re 
late for it. 

Haas is a t it. 

I•ve been there. 

Haas is r epresenting me. 

Cairns is coming in a t 2 o 1 clock. 

All right. Bow about your {Taylor) English boy 
friend? 

Well, be 1 s coming in at 2:30 , I understand . 

That's right . 

But I got that from Butterworth. 

Well , I arranged that with llr . llallet himself. 

Fine . 

Will you be here at 2: )0? 

(Nods yes) 
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I think if you and Butterworth can be here at 2:)0 •••• 
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Right. 

Uoubtful about Butterworth? 

No. 

Butterworth will be here at 2:15. 

What's that? 
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Butterworth says he ' ll be here at 2: 15. Be ' s been 
in ~ office this morning. 

'o'lould you or would you not have Butterworth? 

Suit yourselt' . 

Well tell me yes or no. 

I haven't any feeling one way or the other about it. 

Listen, is that all that your town did for you? I 
want a recommendation. I want a recommendation - yes 
or no. 

I have none. I haven't any. 

hll right, let him be here then. 

(To Oliphant) About 2:20. 

2:20. Take just a llinute to shake his hand . Xou 1Te 
met bi.m before. 

Herbert, bow's your golf? Who won? 

Terrible, terrible . 

What? Listen, when you and George Baas go out to 
play golf, don't look like two schoolboys stealing 
out the back door . I wi sh you' d have seen Haas -
"I ' m going out to play golf; I hope you don ' t mind . " 
Just say, "I ' m going to play golf. Whatcha going 
to do about it?• 

MY conscience was clear. I ' d already told you. 
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Gas ton: 
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Oliphant: 
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Oliphant : 

Gaston: 

H. J.t .J'r: 

Gas t on: 
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No, I didn' t say anything about you. But George 
looked awfully guilty. 

llr. Rukeyser would like to see you some time, i f 
you want to . 

He can have hopes . 

What's this, ~erbert? 

Oh, they want the President to write a letter to 
this bank newspaper for publication. I don't think 
he should do anything like that. 

All right, say "llo . • What else? 

In connection with that Social Security, did you 
know the "oci al Security people had been over here 
investigating our Savings Bonds Division with a 
view to some annuity pr ogr am? 

No . Look, Just make - what else? 

I haven ' t anything else. 
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Now listen, I want everything to click at four o' clock . 
L want all that announcement about this fellow ready; 
those two men - I want t heir history, who they are, 
what their politics were. 

You see, I haven't taken it up with Rogge finally 
yet. 

Well, let ' s have the whole thing click. I want a 
mimeographed sta tement t o give out at four o ' clock. 

Do you want anything on Cairns? 

Yes, the wbole business. 

That ' s a promotion. 

Yes . 

All right, Herbert? 

All right. 
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Haas: 
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Dr . Viner? 

Well, the housing problem. 

(Laughs) 

I •m going to report on that. 

Anything else? 

No . 

All right. I want to tell you - say, you fellows 
aren't very good. I send you a perfectly good 
telegram and I thought I•d get a snappy answer. 

llr . Taylor suggested replying, •so what?• 

I telegraphed Taylor and Lochhead •Don't let the 
bond market slip while Barry White and I are in tbe 
air , " a.nd I got no comeback. 

We agreed on an answer, which was to say, "With 
wbat?" 

George, I give you t hree minutes to tell what 
happened at the housing meeting. 

Don't need that long . 

Good cro ... d , isn't it? 

Spept two botlrs over there; Secretary Ickes opened 
the meeting. Be took about three quarters of an 
hour explaining why the housing activities of the 
PWA were slow, and then be called on the various 
groups which were there with representatives -
American Federation of Labor; didn't call on 
them, they volunteered - and the Real Estate 
Board representative, sod so on. • nd when I lett 
they were just exchanging views and it looked ae it 
it might go on tor a long time. They bad a long 
agenda o.nd were just on the second point. And 
Lindau was there and stayed there, and will give 
you a written report of what went on. 
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Well, that•s most encouraging. 

Wayne? 

Herbert Feis called up and says tbat Jeff 
Coolidge is fine with the Secretary of State 
and he ' s fine with the President. 

I'll see if I can call up. 

(On phone) Hello. See if you can get llr. 
Coolidge in Boston. 

What' s the trust company? 

Old Colony. 

(On phone) Old Colony Trust. 

Flir s t of Boston. 

(On phone) Hello. It ' s either the Old Colony Trust 
or the First National of Boston. 

Finance Committee of League of Nations . 

Is Davis retiring? 

He's expiring. 

The League has been praying for this. 

Who? 

The League has been praying for this for four years . 

Whot do you gents say to Thomas Jefferson Coolidge? 

O.K. That•s what they want. 

What? And you {Riefler) stay, you be on Just tbe 
same, with two long hatpins. 

Will be resign Just before the next election? 

Who? 
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Jeff. 

Well, I'll tell rou something. One of tbe reasons -
and the President wanted to know wbf I recommended 
him - I sar tbat Coolidge acted liKe a gentleman 
after be got out of here. And the reason it was 
so f orciblr brought t o my attention - the difference 
between Jeff Coolidge and Morrison Snafroth; now, I 
thought it would be e verr nice gesture t o show the 
public that if someboar gets out becau.se he has an 
honest difference of opinion and acts like a gentle­
man, we don ' t have aor grudges . 

I t hink i t' s excellent. 

TbDt 1 s ~ answer. 

I think it's goou . 

He didn't resign. 

Yes be did . 

Well, he t old the President, "'Nitb my views , I'll 
star on if you want me to," nnd the President told 
him, "You better r esign ." He t old me that. Be said 
he would hll ve liked to star on. 

Nell, some time when we have lunch together I'll 
answer that one. Just like the one Eccles told 
r ou. But I still sar that Kr. Coolidge acted like 
a gentleman a fter he got out . And if a man acts 
like a gentleman and gets out, I think it's a very 
nice gesture to show that the Administration can 
have somebody resig~ because they do have en honest 
difference of opinion and that the Administration 
doesn't hold aorthing agains t them. And I thought 
it verr forcibly brought to my attention the differ­
ence between Coolidge and Shofroth . I mean there is 
a big difference. I mean Jeff never said a word , 
and wherever you go, people - you meet people and 
Jeff alsays had a good word to ser about the Treasury; 
and I h11ve yet to find out aeyboay who tells me he 
criticizes the Treasurr. 

By the way, there was a lett er of Shafroth that went 
over to the White House. They sent over here Soturdor 
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afternoon to ask whether they should give it out. 
My Judgaent was they shouldn' t give it out, but 
I said that Mac should check with you before &ivin& 
it out. A letter troa Shstroth sayi ng that he adair ed 
the President and he adaired you. 

vid be adaire Miss Roche too? 

I didn ' t get the whole letter, but no doubt it was 
in there too. 

(H.M. Jr laughs; Miss Roche blushes) 

1 wouldn't give a mill ion dollars tor everything 
that was said between you ~nd the President. 

I wouldn't give two for it. 

Oh, t ha t was magnificent. 

Wayne, what else? 

lllr. Ki eley gave me a memorandum about • •. .• 

Well, the point of 
1 don' t want t o do 
approves first. I 
Department plea se. 
Chinese agent out. 
I'll see him. And 
1n the Whangpoo. 

That's a good one. 

'Nhat? 

that is t ha t it's rather unusual; 
it unless the State Department 
want to clear it with the State 
It's about - sent a special 
Oat the St ate Department approval; 

if he doesn't like it, he can Juap 

Jump in the Vlba.ngpoo - the t 1 s a good one . 

All right? 

Uh-hub. 

Now AI iss Roche? 

I haven't anything . 
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Everything quiet on the Whangpoo? 

I ' m tlying out a couple days home tonight; be back 
Thursday. 

When you leaving? 

Flying out tonight, late plane; be back, I hope, 
Thur!day, possibly Friday. 

Dr. Viner - I mean Dr . Riefler. 

All clear. 

You know, this - I 1m getting worried, you fe llows 
coming back a day before I invited you. I think 
they're having a good time . 

Want t o work on housing. 

What? 

'llant to work on housing . 

I think they're having a good time. 

75 

Seriously for a moment, now that we know the President 
wants us to do something on Social Security, I think 
this is a good chance . And I will say this, in the 
r oom: t hi s is the first time that I can look anybody 
in the eye and say I really believe the budget is 
going to be balanced - after my conference this morning . 
1 1m terribly set up over it. Marvelous. 

Nothing current . I have a long message from 
Nicholson in answer to the inquiry of the other 
day . 

How can they get the s tuff around? 

\'/ell, they are really still bringing it up the 
river to Hangkow Just now, and the main point is, 
of course, they are not stopping foreign boats, 
they're only stopping Chinese boats. And be ' s 
got several - he has all the alternatives . But at 
the present time they are not stopping foreign boats 
from going in. He shows all the different routes . 
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H.U.Jr: 

Lochhead: 

H. J.I .Jr: 

Lochhead: 

H.U.Jr: 

Lochhead: 

H. II.Jr: 

Lochhead: 

ll.ll . Jr: 

Thompson: 

H. I.I .Jr: 

Thompson: 

H.li.Jr: 

Thompson: 

H.M.Jr: 

Caston: 

-H-

Any map with it? 
• No. They're sending one. I tried to trace them. 

tie ' s sending a special map also. 

Who? 

Nicholson. 

Couldn't you take that and have somebody draw a 
map? Harry White bas a aap of China. Or couldn' t 
you hsve soaebody from !laval Intelligence draw me 
a map aDd t hen give it to se? 

You want to send this over to !laval Intelligence? 

ask tnem to draw up a aap aDd bring it back. 

We 1ll send them a copy. 

And show me how the thing goes. 

(On phone) Hello. {Conversa tion with T. J. 
Coolidge, 12~55) 

(Hands Secretary pr oposed letter to President 
recommending dismissal of James R. Landy, Internal 
Revenue Colle~tor a t St. Paul) 

It's not a very •ell drawn letter. ~bo wrot e that 
l etter? 

The ~ppointment Division. 

Awful weak. 'o\'bo 1 s this? 

Mr. Stutler is the Acti.ng Chief of the Appointment 
DiVision 

Herman, have somebody - designate somebody and get 
it fixed up so I can send it up to t he Presi dent. 
A very weak letter Just the way it's drawn. 

There was a long letter from Landy which came in 
and was referred to Gibbons ' office . I don't know 
whether you' ve seen it or not. 

Regraded Unclassified



l!. r.I .Jr: 

lhompson: 

l! .li. Jr: 

H.!.!.Jr: 

tYenchel: 

H.!I,Jr: 

Oliphant: 

Wenchel: 

H.ll.Jr: 

Wenchel : 

H.M. Jr: 

:/enchel: 

77 
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! mean if you have it tomorrow, be time enough, under 
the new policy. It's a weak, v ery weak letter; isn't 
even Englisb. 

That ' s all I have . 

All right. That ' s an awful sloppy letter. I mean 
I can just see what the President will write back to 
me on it. 

Now let 1 s have :'lenchel. It ' s all right for you people 
to stay here. I 111 Jus t have Wenchel come in a minute. 

(To Kieley) Tell llr. Wenchel to come in. 

(VIenchel comes in) 

I want to tell you that on llr. Oliphant's recommends- . 
tion this morning I r eco111111ended you for Chief Counsel 
of Internal Revenue and the President signed it. I 
want to congratulate you. 

I •m very grateful to both of you for your confidence 
in me. 

It ' s a t ough job . 

I ' 11 shake your hands ill the presen.ce of these 
people . 

"hen do I take lilY oa tb? 

Pardon me? 

,/hen sha ll I take lilY oa tb of office? 

4: 15 this afternoon. Good luck. 

Thank you, sir . 
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• 
TH~ SECRET ARY OF TH~ T fii iA8U ... Y 

WA8 H IHOTON 

JK 
IIEW!WIWI! POR T!!!! fRJ!SI!p! ,::j-:1 ll 

I rocoaaend the appointment ot Jobll P. 'lrenchel to succeed 
Mor-rison Shatroth, resigned , aa Assistant General CoW1ael tor the 
Bureau of Intel'Nll Revenue; and I propose to appoint 0 . John Ro&ll• 
ca his assistant, to succeed Russell J. Ryan, resigned. 

Experience tu.a proved that the prillary requisite tor the 
bead of the law office in the Bureau 1e adllini.stre.tive ability, &Dd 
this will be increasing~ U.portant as we 110ve into the reorgmdtation 
of the rrork of the Bureau, which 1e now getting under ~ and hol<a 
proodse of greo.t Uoprov8leellt. Accordingly, it 1e because llr. lenebel 
is n sound and cble lawyer who has bad long &Dd successful adaiAi.stra­
Uve experience in the GoTernmsnt that I t'&COJ:Dend bUo for this poaition. , 

He bas hnd no great am0Ul1t of experience with tax laws , e.e 
had neither Robert H. Jackson nor Morrison Shcfl-oth, but be baa recently 
demonstrated hi e ca pacity quickly to maater new fields, as be bad to do 
when be cue fl-am the Departunt of .Agriculture to the Trec.aur;y laet 
February. lloreover, llr. RO£lle , wh011 I propose to appoint as hie aaaie­
te.nt, bas bad a wide and extenai ve experience in Federal tax practice. 

The facts about these two """' ere, bri~, as follows• 

llr. lremebel is 51 ;rears old, &Dd •• born in BaltU.Ore, llar7-
land . He attended the Joblla Hopld.na University, and took hie law decree 
fl-am the 1Jnivere1ty ot llacyland in 1908. He 1a a 118mber of the ll&rylanc!, 
1'/nshington, D. C. , and North Carol.ins Bar . He wa.s engaged in the generel 
practice of law i n Baltimore, Mftr:rland, for aix years following hie gradua­
tion fl-011 law acbool. I n the Fall of 1914, he entered tha GoverDMnt .,..... 
vice as an e.ttornq in the Department ot Agriculture, whare he rooe to 
the position of Auietant Solicitor and Speciel .lttornq ot the Secreta.,. 
ot Agriculture. On !'eb%'Wll7 1 , 1957, be C4M fl-oa this positioa to the 
treasury Depertment aa ., Aesist&Dt Oanwral Cauaael. .la .w:h he bae be4ll 
in ebarge of ell the leplwork in the ilw'eau ot Cueto., ~t, 
Coast Guard, lareotica , Alcohol Tax, and Public Health . Ill add1t1011, be 
baa been bandHnc the legal especta ot certoin ad.1nistn:.t1.,. probl_. in 
the Depart.ent baYing particular reJ:erence to appropristione &Dd probl­
wi th the a....,.,u Accounting Ottice. 

11r. Wenobal 1a well and favorably known on the Hill. 
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o . JollA Roc&• :you w1l.l r-u •• tha 701111C .an who tried 
the Donrea BaDk C&H ill Cbic:qo tor tbe lleOOUtNc:Uoo liDance Corpora­
tion and, praeticall;r e!.D&l• ha:aded, b .. ted • ._ 1100 laWJ8re rt~DCed 
against biJI. He 1e U JM1'8 old, a graduate ot tbe UD1nora1t7 ot 
Illilloia and ot llanard Law Sebool. He ae l!ditor-11>-Chiet ot tbe 
Har'farcl Law Renew, and •1x 7eara attar gracluati011 w""t b&clt tor e 

so 

:yo&.r ' a graduat101l work ill law witb a reaearob tellowllhip. He haa ba4 
published numerous lew renew e.rtielea. He practiced lew 1n Chic:qo aoa 
ten ;vee.ra, he and hie !ira ape~ille ill illc~e tax •ttera. S1lloa 
last June, he hae b .. n w1 tb tbe Secu:ritiee aDd !:zcbange c-iae1011. 

Vwr,. tNl;v Jour•, 

The Preaid.,t, 

The lhite Houae. 
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( 

\leuage to 81r Freder1oll: Pblll1P• froa 
.he Chancellor wh1ob wu g1'f'eft to tbe 
Seoretal')' on the ocou1on of Phllllpe' 
f1ret oall at the 'l'reaeul')' on Sept. 20,le37 

Regraded Unclassified



111. BoDMt •a let tar begin. by ncol'4ina hie budaater7 

meeeuree. It continuee: 

•Finally in eo ra.r ae currenc)' ia concerned I 

have the tirm intention or avo i difti axchanae control 

and or eontinuina in the tramawcrk or tripartite 

agreement to seek point or equilibrium or our currene)'. 

"But one muat take account or conei4erable increa .. 

or coste which hae taken place in Prance during laet 

year. Thie is one or eeaentiel reeaona which Juatit)' 

present rates (' or rranc). 

"It ia moreover my intention to defend (f trane) 

w1 thin limia within which reahtance 1a poeaible al.ee 

I do not wiab to exhaust the gold reeervea or Prance. 

The powers which have been given to our Government tor 

financial rehabilitation were conferred 'tor defence or 

metal reaervee'. 

"Exterior eventa encouraged me equally on thia 

point to be extremely prudent aince our gold reaervea 

would be very precious tor our national defence. I am 

anxious however to declare to you that there 1a no 

queation tor me or uaing th1a wealth tor en econaaic 

obJect. I have aincerely wiahed t o be able to return 

to higher tigure. • 

Draft reply ie ee tollowa 

-

"I note with apeoiel eatiataction )'our detenainaUon 

to avoid BDJ uchanae control. 

"The Tripartite Aareement or a )'ear ego wee aa TOU 

know regarded by r.:~ Goverru~~<~nt •• bT Jour• •• a '"I"T 

notable atep t owarde reatorat1on or ~·tar etablli t T 

in latarnaUcmal -aetaJ"T and eeo-'c Nlatl-

816•: 
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subeequent •••nta haYe, it muet be frankly eonteaaed 
dlaappolnted blah hopea which we and indeed tha whole 
world entertained a year aao. The equilibrium which 
we tben hoped would be laatlng waa not achleYed ao 
tar aa franc I a concerned. 

"I tully appreciate your reluctance to aee ~~ther 
reductlone in your aold reaerYea. On the other hand I 
• aura that you will agree w1 tb me that ateb1llty 
o t tranc at ~ reasonable leve l Ia an object1•e tor 
• bleb It would be worth while to race considerable 
aacrlticea. The recent ao•ementa or French currency 
ha•e inul tably Impaired Yalue or aoonetary declaration 
ot laat year In eyeo or the world and It they ehould 
continUe there Ia clearly a danger that beneficial 
ettect ot that declaration will be dissipated. It 
would lndeet be moat regrettable It errort or three 
areat democratic financial centree to cooperate with 
each other end with other countrlu to a COOIDon end 
ahould tell to achieYe laatl n& eucceaa. 

" I hope therefore that poaalblllty or reotoretlon 
o t trenc to a biaher level which you anticipate may be 
realloed and that atea4y proareee t owardo atehlllty 
may be ach1eYed. ' 

•1 hope &lao tbat It 1a part ot your proiJ"8!liH 
to reallllle the rela.setlon or quotaa and other trade 
reat rletlona aa propoaed In trlpar\lte declaration. 

•such action ebould ettectiYaly aaalat in keeping 
down lnterD&l prlcea.• 
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84 
September 20, 19~7 
12:1111 p.a. 

Jett, I t hought that you'd be interested 1n 
knowing that I reooamended today to the President 
that you be appointed ae a ~mber ot the finance 
Committee ot the League ot Nat1one and I think 
within a day or two you'll get euch an 1nYitati on. 

Jett 
Coolidge : ' well, tbat 'e aoet i nteresting, Ot t he League ot 

Natione. 

fi,JI,Jr: 

C: 

ti.II.Jr: 

C: 

H.Y .Jr: 

C: 

H.li.Jr: 

C: 

H.li.Jr : 

C: 

H.ll.Jr: 

C: 

H.li.Jr: 

Yea, t he Finance Committee ot the League ot Nat1one. 

Well, that's moat interesting Henry, I certainly 
appreciate it. 

Norman Davie andR1etler haye been the member• on 
that, but Norman DaYie never goes and he'd like to 
get ott - I hope you see your way clear to be able 
to aocept 1t. 

I don't know what the duties are or what to expect, 
but it 1 e very n1ce ot you and I certainly appreciate 
1t, Henry. 

Well , it you wa.nt t o t1nd out about 1t Wynn Rietler 
can tell you more about it than anybody alee, and 
he 1e - be at the Treasury all week. 

He' ll be in the Treaeury. 

Yea 

Well, I'll get in touch with b1a, Henry. 

Will you do that 

Thank you very much 

Not at all. 
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v.Bo CODAT 

Paris 

DatEd SEptEmbEr a> , 1937 

Reo'td 3 p .m. 

Stcrtte.ry of StatE, 

Washington , 

1315, SEptembEr 20 , 5 p ,m, (SECTION ONE) 

?RCU COCERAN 

FrEnch ~. ontrol apparEntly yit:ldE-1 !'air amoun1. of 

sterling todr.y p Egging ratt at ont hundnd f c.rty-e:..x poir>t 

sixty, Also intErvEnEd in thrEE month forwards to maintain 

discoun'& at f)vt vErsus stErlng , With Arnst r. ~·dam .. 'Cock 

market bad following I":ltch liquidation ol AmErican hol dir •. gs 

and with NEw y.,rk opEning WEak Paris opErators al'E' nervous . 

BonnEt to broadcast on budgEt at Eisht o' clock tonight . 

Editorial in today's LONDON FINANCIAL NEWS rEads fol­

.l ows : 

"Th~ visit to Vlashingt on or a sEnior trEasury official 

from WhitEhall is always apt to attract attEntion but Es­

pEcially if it coincides with such Exciting EvEnts ao thE 

l atEat slump of thE franc . It would bt idlE to dismiss thr. 

prESent 'tlashlngton nEgotiat iona conductEd by Sir FrEdErick 

Phillips as a mErE routinE matter arising from th£ working 

or tht tripartitE agrEEmEnt . For such routinE discussions 

thE wt:ll 
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MBo 2- No. 1315, SEptEmbEr 201 trom Paris . 

t hE wEll EstablishEd channEls or oomnunication -- lEading 

through thE British trEasury ' s Washington rEprEsEntat~v£ 

nne" t~E UnitEd StatEs TrEasury• s London rEprEsEntativE -­

arE EminEntly suitablE . 

BULLI'l'T 

DDt' :'INC 
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SEcretary of St a t E, 

Yla shington . 

CODAT 

P.U 

DatEd Se:ptonbEr 20, 1937 

REo 1d 3 p,m, 

1315, SEptEmbEr 20, 5 p ,m, (SECTION TWO) 

87 

ThE fact that Sir FrEdErick Phillips who has mort to 

do wi th mattE~s concErning thE ExchangE Equalization ac­

count and thE t ripartitE agrEEmEnt than any sEnior official 

of Whi tEhall has bEEn invitEd to Washington SEEms to indi­

catE clEarly that thE ,working of thE tripartitE agrEEmEnt 

so far from bEing a mattEr of routinE rEquirEs a n~w undEr­

etanding bEtwEEn thE participants. ThE nEEd for somE impor­

tant dEcision of principlE is also EvidEnt from thE rEcEnt 

dEprEci ation of thE franc . Although thE agrEEmEnt of SEp­

ttJr.bEr 25, 1936 providEd for a ce:rta1n dEgrEE of Elas~icity 

of thE ExchangE ratEs it could not possibly havE EnvisagE~ 

a dEprEciation of thE franc to 146 . Such a dtgrEE o~ £&11 

of on£ of the: thrEE currtnciEs concErnEd 1nt vitably calls 

f or a rEcoaeidEration of thE position and thE prEstnt Wash­

ington discussions may prove: to be: of vital importancE from 

the: point of vitw of the: tuturt of thE tripartitE agrEEmEnt . 

It is 
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1mo 2- No. 1315, September 20, ~rom Paris 

I t is dtfricult to imaginE any othEr decision than 

to allow thE FrEnch GovErnmEnt to usE its own judgmtnt rE ­

gard~ng thE lEVEl to which thE franc should bt allowrd to 

fall . ThE FrEnch authoritiEs app[ar to haVE rEalizEd thE 

unwisdom of wasting thEir rEsourcEs upon thE support of the 

rrano at an unttnablE ltvEl. 

BULL ITT 

om: 
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Sr.crct ary of StatE , 

l'lo~hill8ton . 

CODAT 

Pari o 

DatEd SeptEmbEr 20, 1937 

Rr.o 1d 4:27 p . m. 

1315, SEptEmbEr 20, 5 P • m. SECTION THREE . 

This bting_an asrEEmEnt on thE part of London and Washing--ton to allon Paris a f rEE hand is t hE only altErnativE to 

an admission of thE brEakdown of thE TripartitE AgrEEmEnt . 

What 1muld bE thE rEsult of Auch an admission? It vtould 

producE a strong advErsE moral r.ffEct upon thE franc and 

l'lould AurthEr accEntuatE its downvtard t rtnd. This is 

anything but dEsirablE from a British or AmErican point 

of vic'.'! . ,'It is thErEforE a l:!attEr of statEsmanshi p to 

rEaf:irm thE TripartitE A~rEemcnt . ThE grEatEr thE Empha­

s is lent t o this gtaturE thE bEtter f r om thE point of 

viEw or thE f ranc . It would, of coursE , bE highly grati­

fying i f the British and American monetary authorities 

di d not conf inE thEmsElves to a mere gEsturE but found a 

way to providE activE assistancE to ~ranot . But railing 

that , the reaffirmat i on of thE t xtstEnce or thE Washington 

Londo!! Paris mom:tary triangle 11ould in itsElf bE of somE 

bEnEfit t o thE hard- prEssEd franc . Judgi ng by thE statE­

ment ~dE last weEk by a Treasury spokesman tn Washington 

declaring 
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IJ!S 2-~10 . 1:515, SEptmbr:r 20, 5 p . m., SEction Thrn . 

dEclat•tng that thE dEprEciation of thE franc is a mattr:r 

that ooncEl~s FrancE only, such an outcomE of thE Washing­

ton dtacussions .may rEBson.ably bt anticipatEd. ThErE i s 

rEanon for hopins that thE Brit ish and AmErican author1-

t1£~ havE at last rEalisEd that no usEful purposE can bE 

sErved by holding up thE 1nnttablt dEprEciation of thE 

franc . " 

?rEss su£gEsts Van ZEEland may shortly rEsign to bE 

SUCCEEdEd by Emil£ JansEn. 

::>r.AllK.J."Um:rm ZEITUI~ prints rEport Assistant SEcrEtary 

o! •frEaaury Taylor may visit Loudon soon. 

);;;,1) OF IJE SSAGE • 

BULL ITT 

SI!S : RGC 

,. 

90 

Regraded Unclassified



• 91 

RE DISCUSSIONS WITH SIR FREDERICK 
PH ILLI PS ON FRENCH SITUATION 

September 20, 1937 
3 : 05 p.m. 

Pr esent: 

i1 . !4. Jr : 

Yr. Taylor 
!Ar. Lochhead 
llr , Baas 
Dr . Viner 
Yr . White 
Ur. Riefler 
Mrs Klotz 

Well , you know, Harry White and I , discussing this 
t hing, decided the way to start the thing rolling 
was to ease into the tripartite agreement - let•s 
say, •Well, let ' s talk a bout the French situation." 
See? So, after pleasantries and-• It•s nice up at 
Lake Louise," and saying, ni wa s up there one ni ght, " 
and telling him there were so many l akes I don' t 
remember the names - ki nd of set me back for a 
moment - and then the trip - whereupon he pulled out 
a letter which - I haven't got the date, but Bonnet 
to Sir John Simon, and Sir John Simon' s answer to 
Bonnet; and they want an answer like that. And I 
couldn ' t give them my fittle usual talk - •Gentlemen, 
the Treasury - I haven t quite recovered from my 
week end yet, old top." 

So I thought we could see him tomorrow morning at 
10:30 and we could give him an answer then. Now I'd 
like you fellows to read it . And I thought we ' d meet 
a t 9 :30 tomorrow morning and go over the thing and 
deci de whether I should say •Yes" or •No" and i f not 
"Yes" or "No" wha t I would say. 

And of course I r ead them this first paragraph of 
what Bonnet told bullitt, which does not check at 
all with that, and I asked them when that was written, 
and t hey don' t know. And they said • • •• 

Mrs Klo t z : there was no date on the letter. 

H.M.Jr: Well, I told - in a cable here he tells - Bonnet 
tells Bullitt, •We' ll Just keep the thing around 145·" 
"nd they s ay it's practically a floating f ranc, don't 
they? 
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Taylor: 

H.M. Jr : 

Taylor: 

H. ti . Jr : 

Viner: 

H. !.I.Jr: 

Taylor: 

Lochhead: 

H.li.Jr: 

Viner: 

H.li.Jr: 

• 
Taylor : 

H.U.Jr: 

-2-

Well , they also talk about a wish for a higher 
level for it. That ' s tbe ma in difference . 

Higher level. Does t ha t mean more francs or 
l ess francs? 

Means towards 140 or 135 . 

A higher level - would that mean 155 or 135? 

92 

The French are saying - 1f they are talking about 
the franc , they wish a hi gher level for the f r anc ; 
t hey mean fewer francs to the pound . 

You see, the two t hings just don't check. 

{Taylor hands H.M. Jr some figures) 

Is this good news? Now l et me guess . What was i t 
last week, • 58? 

.58 in New York. 

(Looking at f i gures) Well, it 1 s below a half a~way. 
bVerage on the f irst four i s .45 (of one percent) . 
Average in New York last week was .58. .45 - why 
should we stop selling 9-months bills? 

You know wha t my neighbors - you remember I used to 
have three pairs of pants? 

Double seats i n each? 

Now I've got a 300 million doll a r patch. 

The other thing that he sai d - to give you - I t hought 
we ' d work thi :s way : not to try t o scare him too much, 
you s ee, with all this gal axy of brains, and - I was 
looking at Naster- and •••• 

If he sees tha t machine, he'll Jump right out the 
window. 

We'll ease him into that, too . ?hlat r •ve done is 
this - I've had Butterworth - he's a pretty good 
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B.M. Jr: 

Taylor: 

B.:.l .Jr : 

Viner: 

-J-

reporter, and I sent him out at once with a 
stenographer to dictate what happened, and I 
think we better work it that way. The Bri tish 
still believe in worki ng under the shade of a 
pen rat her than a typewr iter. That' s no t 
original. 

•And don ' t you think, in view of this , we ought to 
sort of examine .•• • • 

Senator King. 

You tell him, please, I ' ve got eight people in 
here and I ' ll step out in a minute. 

n . • • the t we ought to examine what might happen 

S3 

in case they do put on exchange control, or that 
t ney go ab.ove 150 francs - then what are we going 
to do?• well, his comeback was that - making it 
just as simple - •We think 'lfe have everything to 
gain to keep them in the tripartite agreement , and 
the longer we can keep them in the longer they won' t 
go on exchange control and do what - put i n the 
German system.'' Is tha t the way he sai d it? 

(Nods yes) 

Which I thought • a s c:;uite all right. I said, "That 's 
Just the way we feel , and that we have everything to 
gain by keeping t hem in and nothi.ng to gain by seeing 
them out.• I said, •As a matter of fact , when you 
get right down to it" - this is wher e Wayne got a 
little res tless - I said "it i sn' t terribly important 
to us what the franc does sell at. • I sai d, •It's 
more important to us wha t the guilder does . • And 
Wayne kind of went like t his a little bit. • Well, " 
I said, "they' re equally important .• But I wanted 
to get it over . I'm trying - I ' m not saying, •Well, 
it ' s your worry, " but I got it over to him. I knew 
just what I was saying: that I don' t think it is 
terribly importa.nt to us . I mean it i sn' t a question 
of a major catastrophe, what the franc is . 

as It is/important to us, in a sense , as it is important 
to t hem. If i t embarrasses them ser iously, then as 
a member of a club •• • • 
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&ut my dear Dr. Viner, l want them to be embar­
rassed first . 

And to be gra tetul to us if we do play their game. 

But I want them to be embarrassed first . 

(Mrs Klotz leaves) 

(H .M.Jr steps out to see 
Senator King) 

There 1~ one sentence in the British answer in 
which they say - in which he "anticipates." Now, 
he doesn't anticipate a bit; it's Just a pious 
hope, and he says, "1 wish it could have been 
higher," you see. 

11 I am anxious, however, to declare to you that there 
is no intention in the Treasury of using this wealth 
for an economic object. n 

Obviously a mistranslation or something. They don't 
know either what it means. 

I wonder if he means using it for competitive 
advantage . 

Well, that ' s what we finall y agreed that it must 
mean - that it Nasn' t to be used for competitive 
advantage. 

(Secretary returns and dictates 
memo on talk with King, transcribed 
separately) 

Kind of unfortunate, because that's the one 
subsidy that helps to diminish the budget. 

What do you mean? 
• 

Silver . Of course, buying silver •• . . 

If you buy the same silver at 40, you increase. 

It's just what I alway s say. The only way you can 
get away with this Job, if you say "No politics," no 
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politics ; •No back door,• no back door; "No 
subsidies• and no subsidies . But if you 
subsidize silver, what about me, the cotton 
grower; what about me, the apple grower, and 
so forth. If it is the policy of the Government, 
no subsi dies, and stick to it. But you can ' t -
just as soon as you have a subsidy, Harry , you•re 
sunk . And the only reason, for instance, I oould 
te~ 17 national committeemen who are Presidential 
appointees in the Treasury that either - they had 
to resign one or the other, and they all resigned; 
but if I let one man stay as national committeeman, 
where would I be? You can't do it. Now, you have 
17 national committeemen and I make 16 of them 
resign as national committeemen, and one of them 
resigng from the Treasuryi out just as soon as 
I have one national committeeman in the Treasury, 
t 11en I 1 m in trouble. J.nd it 1 s the same thing. 

You're still on sound ground . I was talking in 
reference to stopping buying silver . I didn't 
have in mind • ••• 

The cheaper you pay for silver, the more silver . 

I f you d o:t1 t stop b~zying it . 

I didn ' t say that. 0therwise you1 re right . But 
I just want to let you know how I feel. Now, I ' m 
getting ready for ~ speech on Novenber 10 . 

You're warming up on that . 

Keep on eating red meat. 

Spinach. 

Who ' s the fellow in the cartoons that eats spinach? 

We ' ll slice up anybody here for you. 

Bas anybody seen him lately? 

Popeye? 

Yes , Popeye. 
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They'll be on your s ide it they can't get a slice 
ot the melon; then they 1 ll turn around and support 
you when •••• 

He said - King said, "M)' boy, call on me tor anythiDI 
that you want. Just tell me what you want and I ' ll 
fight for it. Just tell me what you want ." Now, it 
he can't get silver, he isn't going to let the cotton 
fellows get theirs; and if the cotton fellows can•t 
get theirs, they won't let the silvers get theirs . 
It will go right along the circle, if you1 ve got 
guts enough. 

He means he wants log-rolling in reverse. 

Log-jammlng instead of log-rolling. 

Log- jamming . 
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That sounds e little bit more euphonic - i s that right? 

Euphonic. 

Euphonic . 

Yr. Secretary, you really should have gone to the 
housing meeting, because they spoke of 500 million 
dollars just to give a glorified demonstration 
project for housing - some of the people discussing 
it . 

The President- this is absolutely •••• 

$25 a day commodity for $25 a week persons. You can' t 
work that. 

Listen, the President went further with me this 
morning on economy than a ny time since I 1ve been 
with him. I've never had the man go so far as he 
did today. 

"The time has come," 

The ti111e has come. 

•• t he walrus said . 

..... 
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Rell ... . Tb.1s is this Bsu here. Well, I sent 
the~ back to the State Department. 

Safe, cautious. 

And the State Department didn' t know they were 
here . 

tiell, I would say to them - I tb.1nk maybe get 
around to it Wednesday . 

lie 1 s leaving Wednesday . 
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~ gosh, he just came over on the clipper to see 
me and he 1 s leaving. \lell, it's just too bad. I'm 
not going to be rushed . Here it is Monday afternoon; 
I promised to see Sir Frederick Tuesday morning and 
Wednesday afternoon. 

Then you' re seeing Secretary Bull at 11. 

I would s ay I could see him Wednesday afternoon. 

Wednesday afternoon, wha t time? 

Three o ' clock. Let him stay . 

(Nods yes) 

I can not be rushed this way. I just can not be 
rushed. 

The Japanese are rush1ng t hem a little. 

Say, the man 1 s been on water for two weeks. I 
can • t do anything .vi. th him anyway. 

(Butterworth comes in) 

I thought it went all right, Butterworth, didn't 
you? 

It went very well, sir. 

Now, these gentlemen are go1ng to retire in their 
aagn1f1cent Quarters and you are asked to join thea, 
and tbey are go1ng to g1ve me an answer by 9:)0 
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Now, you fellows have got a Job to do, and I went -
if you please, give me a finished answer at 9:30 
tomorrow morning. Now, do you want to ask - end 
incidentally, will you see that after that memoran­
dum is written, what Butterworth does, that be gives 
these fellows - well, you're going to your office 
and tell Butterworth to Join this crowd. One copy 
comes to me end one copy goes to them, see? And let 
h.im join tbis. And by tomorrow morning at 9130, you 
people tell me how I should answer him, becouse you've 
got to read over the correspondence and everything 
else . Now we got off to a good start . Butterworth 
is pretty good. I mean they're coming here to ask 
me something tbe first thing. I mea.n that ' s • •• • 

Sounds good. 

They a lso say right off that they wa.nt the French 
to stay in the t.ripartite . I mes.n we didn ' t know 
th&t . 

llnd incidentally, those of you in this room are 
invited Wednesday night for supper with me. I ' m 
naving them - I told them very informal and we'd 
sit around - the three of them are coming - and 
just have a smoker . Wednesday night . I suppose 
with English you have to dress, don ' t you? Have 
you ell got a black tie? 

I haven't got a collar with me. 

You got u black tie? 

I ' l l come without a collar. 

You want to say something about China, Taylor? 

I called up 
it ought to be handled bbout like tbis: that 
they make the appointment; • • ••• 

Who is this "they"? 

The State Department . • •• • so as to cure the boys 
of short-cutting, because they hadn' t been informed 
that Yr. - whatever the hell his name is - 8-s-u -

1 is here. And any time that you indicate , why, they 11 

make 1t. 
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tomorrow morning - one of these cleancut Treasury 
decisions. 

You mean "Yes" or "No. " 

Yes sir . And so i f you can joir. them. 
copy of the memorandum that you wrote -
Taylor, one goes to this group, and one 

Yes, sir . 

And also a 
one goes to 
to 111e. 

We ' ll let ButterNorth clear with Feis on this 
ans·wer 1 or do you want Fe is i n on it? 

Oh, I think - let me call up Herbert and ask him. 
I ' ll call him up and ask hill how he'd like to work 
it . 

(On phone) Dr. ~eis please. 

That 's the easiest way . 

I think they've doing a l1 ttle of the same thing. 
They wanted to figure how t hey were going t o start 
all this stuff . 

Do you think so? 

Well, possibili ty. 

Sure. Why not? 

By the way, where does he live? 

Who? 

.ll.allet . 
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It's 25-something Massachusetts Avenue, or 23-somethin& · 

What? 

23- or 25-something llassachusetts, on the right-band 
side going down. 

You (Butterworth) are invited for WednesdaJ night. 

Thank you, sir. 

(On phone) Bello, Her ber t. (Conv . with Feis f ollows: ) 
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September 20, 1937. 
3:37 p.m. 

!he reeul t ot that meeting Herbert, they gave me 
a ... orandua ot a letter troa Bonnett to thea and 
their propoeed anewer 

And I told th .. to ooae in t oaorrow aorning at 
10:30 and I'd eay yee or no. fhey wanted ae t o aar 
yee or no tonight and under ar-
A letter to Bonnett or troa Bonnett 

It1 e troa Bonnett to Sir John Simon ­

Yea 

And their propaadanewer 

Yea 

Now, what I want to aek you ie now that we are working 
with t he ee and with Butterworth here, do you want to 
e1t in on theee or how would you like to work it. 

- when are you meeting agai.n 

Well , the boye are going into a - t hey're going into 
a aeeting right now. 

With h1a 

•o, ay own crowd, and they are going to give ae an 
anner at 9:30 tomorrow aorni"8 

Yea- it'• iaportant ie it 

Well, they ear- they eay- yee because it'• an 
anner, it euae up the Britiah attitude on t hie whole 
aonetary thing. I'd eay that wae fairly impor tant 

Well, euppoee I ooae over a little bit later anyway 
aeide 

All rlCht , now,/tlbat'e your rooa number - what ) 
Well it will either be in Taylor'• rooa or 296 

Taylor' • rooa or 296 

Taylor' • rooa or 296 
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And the)' 1 re juet etart1J18 worlt on it, are the)' 

Yea 

Right you are 
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And then the)' are going t o giYe ae a detinite answer 
at 9 : 30 tomorrow, wh)' don ' t rou drop in an)'Wa)' at 
9:30 eurely. 

I ' ll be t here at 9 : 30 

You'll be t here at 9 : 30 , eee? 

All right --
And then, I'a haT1~ a Tery i nt oraal dinner Wedneeda)' 
night tor hla and I d like )'OU to come to that . 

Thank you, all right. 

I thought I'd haYe you and Butterworth, I don 't­
it rou think I ought to haTe anybod)' elee tell me 
eo tomorrow morning. I don't want it too big. 

••••• 0 0 0 • 

What! 

I thlnk aa)'be )'OU ehould llaD.r)' -

Who 

Well either Dunn or Mottatt 

I don't hear rou 

Either Dunn or Mottatt 

Well, I'll talk to )'OU in the morning 

All right. I ' ll eee rou tonight ae a mat ter ot taot . 

.Ul right. 

I' ll dritt oTer - I •hould aa)' I'll get there about 
~ paet tour or •oaethi118 l ike that. 

B7 halt pa•t t our, the)' 1 l l be juet warlll.ng up to it . 
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!hat'• r1sht· !baJIIt rou ••17 auoh Rllll7 · 

Mot at all. 

Right. 
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He wants to come oYer aDd be'll be bere at 91)0 
tomorrow. And tben - you beard what be aa14 -
be's coming over tb1a afternoon • 

• 
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Herbert 

Septeaber 20, 1937 . 
3137 p • • • 

The result of that meeting Herbert, they gave me 
a memorandum of a l etter fr om Bonnett to them and 
their proposed answer . 
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FeiS: Yes . 

I:I .M.Jr: 

F: 

l:l .lJ.Jr: 

F: 

H.M.Jr : 

F: 

H.IJ •. r r : 

F: 

H.ll.Jr: 

F: 

H.M.Jr: 

F: 

H.M.Jr: 

F: 

H. ld.Jr: 

F: 

H.U.Jr: 

And I told ~hem to come in tomorrow morning at 
10: 30 and I d say yes or no. They wanted me to say 
yes or no tOnight and under ., -

A letter to Bonnett or from Bonnett 

It ' s from Bonnett to Sir John Simon -

Yes. 

And t heir proposed answer . 

Yes . 

Now, what I want to ask you is now that we are working 
with these and with Butterworth her e , do you want to 
sit in on these or how would you like to work it? 

- when are you meeting again? 

Well, the boys are going into a - they ' re going into 
a meeting right now. 

With hila . 

No, m'f own crowd, and they are going to give me an 
answer at 9:30, tomOrrow morning. 

Yes - it's important is it 

Well , they say - they say - yes because it ' s an 
answer it sums up the British attitude on this whole 
monetacy thing. I'd say that was fairly important. 

Well , suppose I come over a little bit later anyway. 

All right, now (aside: What ' s your r oom number - what) 
well, it will either be in Taylor ' s r oom or 296 . 

Taylor 's r oom or 296 . 

Taylor ' s rooa or 296 . 
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F: And they1re just atart1nc worlt on it, are they 

R.JJ.Jr: Yea . 

F: Right you are . 

H. ll.Jr: 

F: 

R, l,I,Jr: 

F: 

H. i.I.Jr: 

F: 

R. IJ.Jr: 

F: 

H. IJ.Jr: 

F: 

R. ·~ .Jr: 

F: 

H.U.Jr: 

F: 

H. l4.Jr: 

F: 

R.II.Jr: 

F: 

H.loi,Jr: 

And then they are going to give me a definite answer 
at 9:30 tomorrow, why don' t you drop in anyway at 
9:30 surely. · 

I'll be there at 9:30, 

You'll be there at 9:30 aee? 

All right. 

ADd then, I ' • having a very informal dinner Wednesday 
night for him and I'd like you to come to that. 

Thank you, all right . 

I thought I'd have you and Butterworth, I don't -
if you think I ought to have anybody else tell me 
so tomorrow morning. I don•t want it too big, 

........... 
What I 

I think maybe you sbould Henry, 

Who? 

Well either Dunn or Moffatt. 

I dontt hear you. 

Either Dunn or Moffatt. 

Well, I ' ll talk to you in the morning . 

All right. ~111 see you tonicht, as a matter or fact . 

All right . 

I ' ll drift over - I should say I ' ll get there about 
bal1' pest rour or aoaething lilte that. 

B7 bal1' past four, they'll be jus\ wara1ng up to it. 
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Right . 
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Rh EXCIIANGE OF VII WS WITH 
BRITISH ON FRENCH SITUATION 

September 21, 1937 
9: 30 a . m. 

Present: 

H.M.Jr: 

Fei s: 

Taylor: 

H.M.Jr: 

l.!r. Taylor 
Dr . Feb 
Dr . Viner 
!lr. Lochhead 
.!l.r. Riefler 
lir. White 
l.!r . Haas 
Mr. Butterworth 

Good morning, gentlemen. 

Dr . Feis himself . 

Yes sir . 

(Bands to Secretary draft of proposed message to 
British) 

I don 1 t know whether you c an read that the way 1t 'a 
marked up. 

"l agree in general with the proposed note tow • . 
Bonnet. There is one point, however, which I wish 
to bring to your attention. On the basis of the 
transcript of Y. Bonnet' s message, which you were 
good enough to send me, and also of the discussion 
which Y. Bonnet had with llr. Bullitt, of which you 
have already been informed, your sentence ' I hope 
taerefore that possibility or restoration of franc 
to a higher level which you anticipate may be realised 
and tha t steady progress towards stability may be 
achieve'd 1 does not appear to express exactly 11. 
Bonnet ' s position as I understand it . It is my 
impression that K. Bonnet went little further than 
expressing a wish that it migDt be possible to restore 
the franc to a higher level, r ather than anticipating 
France's power to do so . 

"With regard to the underlying subJect matter at 
issue in this statement, my general feeling 1s as 
follows : At the present time the French Treasury, 
even though willing to make every reasonable etrort, 
may not be able to maintain the value of the franc 
at a level which would be consistent with the equili­
brium contempl at ed by the tripartite under standing. 
They appear to me to be confronted with a most 
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difficult problem of Judgment as regards the wisdom 
of drawi ng heavily upon their gold reserves in an 
attempt to sustain the value of the franc a t any 
calculated point . However , while I believe i t 
necessary t o r ecognize this s ituation, I am of the 
opinion that upon the cessation of the existing 
abnormal pre ssure, an equ111briUIII level for the 
franc might well be established end maintained 
at a point which would be dis tinctly higher than 
the level that IIUIY be reached during the period 
of abnormal pr essure ." 

Which s ays what? Doesn1 t mean aeything to me. 

\'/ell, the f irst part - you get that·. 

I'll read it again . (Reads again s i lently) 

I ' m not going to fuss much with it . I ' d say - I 
mean I'd say somet hing in the beginning about the 
~ote which you were kind enough to send me" -
see , start off t hat way . You s ay "I agree 1n 

general with t he proposed note t o ll . Bonnet ." I 
mean I 1d bring i t up to the beginning and then go on. 
I mean I think the time to identify the note as the 
one he was ~ind enough .to show me is in the opening 

sentence . 

"I thank you for transmitting to me the note which 
you propose sending to Y. Bonnet ." Then say "I 
agree in general • • •••• " 

Yes . Say that at the opening and t hen go on. I 
mean i t ' s not important but it ' s Just a matter of 
order. Huh? 

Yes . 

What is this f ine distinction? - "I t is Ill¥ impression 
t hat M. Bonnet went little further than expr essing a 
wish that i t might be possible to res tore the franc 
t o a higher level, r ather t han anti cipating France ' s 

power to do so." I sn't t hat t he whole thing? 

That's really the whole story. 

Uid he do t hat i .n his conversati on with Bullitt? 

.. 
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No, he does that right in the note here. 

Ylho?. 

Bonnet does . Bonnet says, "I have sincerely 
wished to be able to return to a higher figure, " 
you see . And the Bri t ish say, "I hope therefore 
that possibility of restoration of franc to a 
higher level which you anticipate may be realized, " 
you s ee ; and be doesn't anticipate it a damn bit. 

Certainly doesn't say it . 

Yes . And then it is tied up with the conversation 
with Bullitt, which you read, in which he talks 
about always believing that - his belief that 
approximately 145 to the pound was the true value 
of the franc, you see. We thought it was necessary 
to call attention to both the· text of the note- of 
Bonnet's note itself, and to the conversation that 
he had with Bullitt. 

Well , if you don't mind my being as frank as I 
always am and like you to be with me, I don ' t think 
you make yourselves plain in that. We're always 
frank with e ach other, end i f you don ' t mind • • •• 

Not a bit . 

Because you just don ' t make it - now, whet I would 
say, in diplomatic language, is "There seems to be 
a discrepancy as between what Mr. Bonnet said to 
Wr . Bullitt and what Mr. Bonnet said in his letter 
to Sir John Simon." 

No, there isn ' t any. 

A discrepancy between what they report II . Bonnet 
as having said to t hem and whet they interpret it 
as meaning . There is no anticipati on in M. Bonnet ' s 
statement to them; just a wish. 

I ' m trying to get it straight =rself. Let ' s do it 
again. Let me put it this way. Let ' s put it the 
other way around . Am I right in saying it this way: 
that in what Mr . Bonnet said to llr . Bullitt and what 

lO~ 
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Mr. Bonnet wrote in his note seems to be 
consistent? 

~bey may be consistent; you can' t tell. 

All right, say, "They may be consistent. But 
may I take the liberty of pointing out that in 
your answer to llr. Bonnet you seem to b e puttill8 
thoughts into his mind which he didn't have." 

That's what we tried to say. 

Well , you ' re too damned - it's too vague. 

I think they'll get it. 

Well , I don't - if you don ' t mind, coming from me, 
I want to be right to t he point. I don ' t want -to 

110 

be so v ague . I'd like to come right out; let 1 s say 
uhat we th.ink. I mean I ' m perfectly wil l ing to 
couch it in as diplomatic laiJ8uage - •Way I take 
the liberty of pointing out to you that you seem to 
find in Wr . Bonnet's message certain ideas which 
upon careful reading I don't find." SomethiiJ8 like 
that, see? Nhat? I mean it's so vague I don' t get 
it. I mean you know me; we go over and over this 
taing, and then we usually - when we send these things 
we usually come to a conclusion. 

My own predilection would be not to put that 1n 

wr1till8 a t all. That is, I think, a doubtful point -
doubtful dsdom in writill8 - getting into that kind 
of difference with the Chancellor of the Exchequer . 
I think verbally to Philli ps it Will be very easy 
to say, •Incidentally, we ' re not sure that we can 
read Mr . Bonnet 's note in the same way you do ." I 
think it is very much easier to get across beyond 
misunderstandill8 verbally instead of in writlng. 

Let me understand it first. If 'I may remind you, 
Herbert, we went torough this before and Yr . Sir 
J oiUl Simon was very glad to accept my interpretation. 
Let me just get thls. Let one person explaln this 
thing; see if I can explain it. Because I didn ' t 
study this last night. ' 

In his conversation wlth Bullitt, leaving out all the 
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political stuff, he said, •We ' re going to try 
to keep the franc around 145 · " Is that right? 

(Nods yes) 

In that f i rst paragraph. 

He also said he always thought that was about the 
natural level - best level. 
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"He told me that 1t was bis belief and al·11ays had 
been his beli~f that approximately 145 to the pound 
was tbe true value of tbe franc. The present fall 
of the franc was not therefore disturbing to him, 
and it was his belief that it would indefinitely 
fluctuate in the neighborhood of 145 ·" 

•Would fluctuate indefinitely in the neighborhood 
of 145 . 11 1.11 right. Now on that particular subJect 
what does bonnet say in IVri ting to Simon? 

He says nothing except that •• •• 
Bonnet ' s note through. 

Pl ease . 

I ' ll read 

"Finally, in so far as currency is concerned, I 
have the firm intention of avoi ding exchange control 
and of continuing in the framework of the tripartite 
agreement to seek a point of equilibrium of our 
currency . But one must take account of considerable 
increase of costs which has taken place in France 
during last year . This i s one of essential reasons 
which justify present rates. 

"It is moreover my intention to defend within 
limits within which resistance is possible, since 
I do not ·nish to exhaust the gold reserves of 
France . ~he powers which have been given to our 
Government for financial rehabilitation were con­
ferred •for defense of metal reserves • . 

"Exterior events encourage me equally on this 
point to be extremely prudent, since our gold 
reserves would be very precious for our national 
defense . I am anxi ous however to declare to you 
that ther e is no question for me of using this 
wealth for an economic object . I have sincerely 
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wished to be able to r eturn to a higher figure.• 

Now, how do they answer that? 

112 

•I note with special satisfaction your determina- ~ 

tion to a void any exchange control. r· 

•The Tripartite Agreement of a year ago was as you 
know regarded by ~ Government as by yours as a 
very notable step towards restoration of greater 
stability in international monetary and economic 
rela tions. Subsequent events have, it must be 
frankly confessed, disappointed high hopes which 
we and indeed the •Mbole world entertained a year 
ago . The e quilibrium which we then hoped would be 
lasting wa s not achieved so far as franc is concerned. 

•I fully appreciate your reluctance to s ee further 
reducti ons in your gold reserves . On the other hand 
I om sure that you will agree with me that stability 
or franc at a reasonable level is an objective for 
which it would be worth while to face considerable 
sacrifices . The recent movements of French currency 
have inevitably impaired value of monetary declara­
tion of last year in ••• •• • 

Louder . 

"The recent movements of French currency have 
inevitabl y impaired value of monetary declaration 
or last year in eyes of the world and if t hey 
should continue there is clearly a danger that 
beneficial effect of that declaration will be 
dissipated. It would indeed be most regrettable 
if effort of three great democratic financial 
centers to cooperate with each other and with 
other countries to a common P.nd should fail to 
achieve lasting success. 

"I hope therefore that possibility of res toration 
of franc to a higher level which you anticipate 
may be realised and that steady progress towards 
stability may be ac.hieved." 

Say that last sentence. 

"I hope therefore that possibility of restoration 
of franc to a higher level which you anticipate mar 
be realised aDd that steady progress towards stability 
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may be achieved . 

"I hope also that it is part of your program 
to resume the relaxation of quotas and other 
trade restrictions as proposed in tripartite 
declaration. Such action should effecti vely 
assist in keeping down internal prices . " 

(To Kieley) Phone Ur. Wallet whether Sir 
Frederick Phillips could come at ll instead 
of 10:30. I'm not ~uite ready. Then if 
Oliphant and nelver1ng co~e in, tell them I ' ll 
see them. But put off Wallet until 11. 

Of course, toey don't say an awful lot either, 
do they? 

Tile one thing .ve all agree that you have to call 
attention to is this "anticipLting" as compared 
t o the fact that he Just ldshed; he would wish to 
do it . 

I think you can't go on record as approving of 
the note unless you make that reservation • 

The Nord nanticipate"? 
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Yes . We callea their attention to that yesterday . 
Remember? 

Yes. 

And they both ngreed it was a r ather unusual ••• • 

Now, on Fe is's thing, wey don 1 t I amply r ead 
that paragraph and simply say to them, "Now 
gentlemen, after giving this metter thought , 
may I call the attention to John Simon that I 
can't find anything in which- what Mr . Bonnet 
said to Yr. Bullitt or in Yr. Bonnet ' s note to 
you that he anticipates steady progress and sa 
forth." 

I think you can handle the whole thing in conver­
sation much better than by trying to draft a note. 
And this is something to talk from. 
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~ou mean with respect to that one word, not with 
respect ••• • 

r think the whole thing. 

The whole thing. 

It 's a little funny that we should be working 
through this r a ther unsatisfactory channel when 
Phillips is here. 

Let him (Phillips) do the interpreting . 

Except that the point in the next paragraph should 
be clearly understood. 

That ' s right. 
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The difference between the tone they nave and the 
t one meant to imply her e is a significant difference 
which shoul d be ful ly nppreciated . 

'rhat clears up th11t point and then comes the next 
thing. V/ha t we are trying t o say - "My general 
feeling is as follows : At the present time the 
French Treasury, even t hough willing to make every 
reasonable effort, may not be able to maintain the 
value of the franc a t a level which would be con­
sistent with the equilibrium contemplated by the 
tripartite understanding." Wha t you are simply 
saying, or want me t o s ay , i s tha t while Vr . Bonnet 
says be hopes he can keep the franc ar ound 145, I 
question his ability to be able to do so . 

No. 

Then what are you trying to get over here? 

That you don' t want to embarrass him now; he ' s 
got difficulties and you concede it to be a hard · 
posit ion for him to d ecide • • •• • 

I didn't get that • 

•• •• now to surrender gold, but you do think when 
the pressure subsides be will be able to get back 
to e higher level . 

• 
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I didn ' t get tl:let at all. 

Now, I have vliphant and delvering; tha t will only 
take 10 minutes. Then we can have another 50 
minutes to think this thing through . I think it ' s 
pretty i mportant, see? I mean I want to absorb 
what you fellows have and then I'll give you what 
I thought. 

derbert had a very illlportant point there which he 
11rote into that paragraph, 10 nd I'd like to have 
him state his position. 

All right. 
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The British response to the French note seems to 
me minatory - I mean semi-threatening and withholding , 
und rather colo end very unclear. I think we can be 
at the same time both more understanding and more 
definite . And tne understanding part of our reply 
would be in the event tha t we were directly talking 
to the French, to the effect that•we unddrstand that 
you have been trying for a considerable time to 
control the fall of the franc, and in doing that a 
vast amount of your gold reserves has al ready left 
the country. We realize you a re down ot e point 
that justifies anxiety on your part . If you continue 
jus t on the s acrifice i dea, the standard central 
banking idea, to let considerable amounts go eech 
day in trying to resist these very strong pressures 
that will keep on ur.til there is some change in the 
French situa tion, your gold reserves, vital to you 
now, may be very substanti&lly fUrther reduced . We 
understand that problem end your caution, end your 
justified caution." And that is tantamount to 
saying "Therefore , if you let the franc go even 
somewhat further rather tnan use up vast amounts 
of gold, we are not protesting to you. 

•On the other hand, we wont to bring it out very 
clearly that 'lie think that this i s an abnormal 
period and it is very likely that the franc rate 
that will result will no t be en acceptable r ete 
all around; that it would represent, in the light 
of permanent cost and price relationships, too low 
a franc; and we therefore onticipate tbat upon the 

Regraded Unclassified



H • ..!.Jr: 

Fel s : 

H. rA.Jr: 

Fels: 

H. :.! .Jr: 

Viner: 

ti . :.I . Jr: 

-10 -

ces sation of those abnormal pressures , when the 
speculators begin to move capital back to France, 
and the rest, that this question of the franc rate 
should still remain completely open to discussion 
and quite possibly be distinctly higher than the 
rate the franc may touch during this per iod . " 

That's about- isn't that about it? 

No¥1 , Herbert, in this room, you and I are one 
hundred percent in accord, see? But let me tell 
you wha t happened, let me get this approach, 
see whether we can agree . With the exception of 
ten minutes I want out, I 've got f rom now unti l 
11. I want to talk this out . 
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Trentham t akes me a side l ast night - I can't make 
out whether he's na1>e, or a fool, or very brilliant- ••. 

It's the second . 

What? 

It's a little over-strong. ~e 1 s not - he's on his 
way t o being a fool. 

All right . This is ~hat he s ays to me l ast night. 
He said, • Now, don't be surprised tomorrow if I pop 
a question out that- I haven't had a chance to 
t all to Phillips, but I•ll mc:~t likely pop it out 
tomorrow. I•m going to aP.k him, •Bow can we let 
the tripartite agreement go with our own political 
situation, internal situation, the way it is, and 
give the Germans a chance to have the s.atisfaction 
of a collapse in France?•• He sai d, 11How can we 
l et loose?" lie said, "I'm just going to pop that 
question out . " 

It 1 s a good question. 

It i s , but that's why I ask - I mean he tells me, 
•Now, I haven't talked to Phillips about it.• He 
says, "I ' ll try and get a chance, but if I don ' t, 
I'll pop it out at your meeting tomorrow.• Now­
which brings me around to the thing that I t hlnk I 
want to use a little diplomacy here. In my talk 
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yesterday with Phillips I said, •What the French 
franc does isn't particularly our concern. " Now, 
I knew what I was saying . And while I agree 
entirely with you (Feis) in what you sai d and I 
IYant to give the French every chance, and we have 
held their hand now for about three years until 
they ' ve gotten callouses ••• •• 
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~~e haven ' t really done anything for them, I wouldn't 
say. 

Oh, I disagree with you heartily, and I will answer 
t llt. t 1n a minute, i f I may finish this thing. I 
mean - then you Just haven't read, Jake; but I don ' t 
Nant to . ... I thiDA my attitude with these people 
would be just to point this thin& out and say, "Well, 
if you want to take tha t attitude at this time, 
that ' s all right, if tha t's the way you feel . Then 
I t hink it is all the more important that we talk 
about what is goi.ng to happen after the French 
conduct their financicll matters in a way tha t would 
just automatically force them out of the tripartite." 
I mean I don •t want to s eem concerned about it. 

I ' d like to point out that there seems to be a dis­
crepancy between what Sir John Simon is saying -"I 
think if you read this thing over more carefully you ' ll 
see t ha t the French don't s ay a t any place that they 
anticipate steady progres s towards stability.• I mean 
I just - I don't even know that I want to go in that 
thing; but I'd simply point out that if this is the way 
t he British Treasury - British Government feels, all 
right, but I don ' t think it•is helping the French any 
a t this time. "Now, if that's the way you feel, all 
right . n 

You \Viner) don't want me to argue with you or go 
over the list of whot we have done for the French, 
do you? 

(Nods no) 

The French - tne French Treasury, not the French 
people - the French Treasury end the French Government 
have a lways done on exceptional deal •• • •• 
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Pardon me? 

The French Government bas always shown an excep­
tional disposition to try to make the agreement 
work: firstly, in the extent of tbe gold losses; 
and secondly, 1n its stern avoidance or excaange 
control. '!here are e.rtraordinari~y few nations 1n 
tne world that would have gone through what they 
have been going through without controlling exchanges. 

Well, this is a good time to stop. If I can clear 
these people and come back - because if we t alk for 
another 50 minutes1 I think we can have a meeting of 
the minds. But we re not together now; I don't thi.nk 
we are . 

I don't get any sense of not being together. 

::ell, · I do. 

I tllink so • 

.Vhere we are differing, I think, is, we all - am I 
correct that we all agree thut we want to do every­
t hing that we can to help the French stay in the 
tripartite agreement and nandle their situation as 
well a s they can, because it is to our interests. 
As l ong a s - for the time this s~er while t hey were 
handling tneir situation well and didn't lose gold, it 
meant we stopped gaining gold. So it ' s all to our 
interests . !low, I think we are al l 1n agreement. 
Certainly the last time we had this conversation with 
Sir John Simon - I mean we softened him down aome; and 
certainly a t that time in June there was a crossing 
of' the roads and we softened the situation considerably 
down. 

Now, the only place I think 'lfe are differing 1s tbis, 
tba t I d.on • t want to be too empha tic 1n showing the 
English tba t we a.re "'orried about the French thing. 
And I t hink that my £.tt1 tude should be to ssy that 
I don't v.ant to get into a GUestion of wor ds or 
sentences, but s s long ss Sir John Simon bas asked 
me I think his note is pretty stiff, under the cir­
cumstances, and I don ' t think it ' s going to be 
particularly helpful; but if that's the way he feels , 
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all right, but it isn't the way we feel . And 
let it go at that . And I can say that I do want 
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to point out that •nhcn he says about this possibility 
of restoration that they •anticipate• - but I don ' t 
even know that I will get into that . 

1 think it is quite necessary to go into that 
particular point, because the rest of i t .•.•• 

Well, doesn't that lead • ••• 

The tone isn't 4uite the way you' d say i t , but there 's 
nothing that we can really argue about in the rest of 
it . It•s a lot of pi ous ..... 

I agree with tne Secretary tnGt if you make a point 
of what in the light of the broader criticism is 
unimportant, t hen you weaken t he other. 

It weakens it. 

The general position i s that he doesn't think t he 
tone will be helpful. 

Then if I come out and soy I think that the French 
didn't say that t hey • anticipate• that - I thi nk 
that pointing out that sentence weakens the other 
argument . 

You can point it out curso~ily somewhere in the 
conversation, not make L mL Jor point of it . I think 
it would ••••• 

I t hink it weakens it; it looks as though •I tnink 
you're right but you haven ' t gone far enough. " You 
see what I mean? I say 1 •You haven ' t gone for 
enough because you're trying to say to the Franchi •on, fine , you anticipate thi s thing, ' and •swell .• 
Then I say, "Wait a minute, the French haven't said 
that they anticipate the thing . " I mean I think the 
two statements are in direct - contradict each other 
directly . Yy pointing out that par agraph end then, 
on the other bond saying, n.t.ow, we want to be as 
helpful as possibie• - I think if I do the two things, 
t hey clash. 
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~ey I say , ~. Secret ary, I th~nk you oi sunderstand 
tha t , becnuse I don ' t thi nk they clash. I t hink 
tuey ' re i n accordance . 

The Engli sh a re establishing s record . A month 
f rom now, i f the f ranc goes down much l ower, they 
suy , "VIell , we were agreed that you expected t o 
r aise the franc from the present level, instead of 
which you have l et i t go lower." 

!low l ook, I 111 say es politely tl.S possible, " Now 
gent l emen, the French are in a bad way . I think 
what you' re seying is " little bi t hard . " See? -
and s o forth and so on. Then I turn around and 
say , •But may I point out th1< t when you s ay that 
the French a re anticipating that they 're going to 
nave steady progress towards stability, that the 
rrench don' t say i t. • I'm as much a s saying, •You 
are being too kind to them ." 

That ' s not kina to t he French. 

Oh yes , I ' m saying , •You•r e putti ng words i nto 
their mouth wnich they don' t say . " 

It ' s commitments . It ' s a sort of commi tment that 
they put into tne mouth of the Fr ench . 

"ell, I ' m wil l ing to s it back and listen • 

:Jy o;m - I think dth the Secretary that to discuss 
tne point raised in the first paragraph is apt to be 
a t least confusing, unless perha ps it is done ver y 
Incidentally . And I don't see much significance in 
doing it because you ' d be r a ising a difference over 
either w~rds or over t he making of a record. 

Or perhaps over a t r anslation. 

Or per haps over a translati on . 

Tt.at i s, a s sumi ng it wa sn' t intentional. 

And that was behind my thought : that certainly i f 
t he mater i al in the firs t paragraph i S used at al l , 
it should be used only warily end i ncident ally cs 
possible ; and that the only substance of our comment, 
significant sub3t ance, would l i e in the second 
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paragraph. Then, if you're going to use the 
second paragraph, whether you'd want to - which 
has a very important underlying point of differ ence 
with the Briti sh - whether you ' d want to add to it 
by any general characterization of their communica­
tion t o the French I don't know; my own inclination 
i s to avoid general characterization and concentr ate 
on t he only s i gnificant point I see, which is what 
we bring out in the second paragraph. 

I tllink the significance of that lies in the position 
t nat the Secretary is taking, that the tone of the 
tning is too pressing , it ' s too hard, and he could 
just make that generali~ation and make the other 
rather incicentally, if he wants to raise that later 
in the discussion. 

Now, may I for a moment £>d<i somethin& entirely 
new in this discussi on, thinking of the United 
States first . Would 1t be such a calamity i f the 
French put on exchange control? · 

I don ' t think so . 

I think from the State Oepo.rtment point of view, 
l.!r . Secretary , 1t would have a certain gravity -
psychological gravity more than actual economic • 

I •d like to discuss that . I'll go downstairs a 
minute . I ' d like to di scuss that . I ' d l ike to 
point out that the Japanese have done it, er.d what 
I am thinking about is our Ol7n problem, which is 
gold . Let me ju~t throw this in, and I•ll come 
back - I won' t be do.mstairs five minutes; we'll 
h£>ve 40 minutes to discuss this thing. And what I'd 
like to discuss with you: Wha t are the chances of the 
French wi nning on their present basi s of l etting the 
franc float and letting it cheapen all the time, and 
can they win? Or woulon• t it maybe be better ttult 
they put on exchange control quickly, conserve their 
gold, ana t hen we stop getting a lot of this gol d , 
and Holland wouldn ' t get nervous and Belgium wouldn' t 
get nervous a nd Switzerland wouldn' t get nervous . 
Now, I' d like to come back and •••.• 

Oh, it's a very - it's a leading question. 
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I'd like to discuss t his thing . I admit this i dea 
of exchange control sounds terrible, but i s it 
terrible? And let ' s just t ake a look at it. 

I think 1f we could be sure that 1f they adopted 
exchange control that ' s all it would be, I ! d say 
t ha t that would probably be the easiest choice. 
But exchange control is one stage in a movement 
towards something else. 

hnything approximating t his government falls if 
they put it in. 

I s implY want to say t o t he State Department and 
our own people t ha t I d on't think we have done an 
intelligent job unless " e t ake a look at tha t too. 
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Lxchange control as such - I mean 1n t his particular 
s ituation - aoesn 1 t bother me a damn bit, but the 
other stuff is what you ought to think about. 

I tnink t hey 're going to have no alternative if the 
frbnc goes to 160 and the same s ituation remains . 
At present I think you•re in a t rial area , as we were 
talAing about this morning with Ar chie, to discover 
whether a t about, l et ' s say, 145 to 150, if tneir 
internal &ffairs are improved at all, whether the best 
s peculative bet is not to begin to bring capital back 
to France r a ther than the contrary . 

It isn't the level of the r a tes which is deter mining 
the s peculative element. 

"ay I come back and di scuss t his thing with you. 

(Secretary l eaves) 

There are many bona fide capitalists who took their 
money out, end it's not a speculat~.ve movement. 
l~e ' re not talking about the franc in terms of 
exchange re tes . 

I t hink it would be wise to let considerations of 
that sort infl uence our way of dealing with the 
Simon note, but I t hink i t would be a mi stake for 
us 1n the next 50 minutes t o decide wnether we want 
them perhaps to move on to exchange control or not. 

• It * • 
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(Secretary returns after absence of 
tibout 15 ~inutes) 
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I don't think we ought to lecture ~ on the t one of 
the note . I want to r ead their note, the British 
note, over again and have you comment at each place 
where you don't quite like what they say. 

Just don't - sit down a second, '/layne, I Just buzzed. 

(Urs Betts comes in with ticker clippings) 

! Just checked on the bonds . Very good tone . 

All r i .ght, at your service . 

I want to do this, because this is what we did 
yesterday . I mean we ' re not enthusiasti c about 
the exact wording of it . So I 'm going to take 
each sentence and you pick out what you want . See? 

"I note with special s atisfaction your determination 
to avoid any exchange control . 

"The Triparti te Agreement of a year ago was as you 
know ~egarded by my Government as by yours as a 
very notable step towards restoration or greater 
stability in international monetar y and economic 
relations . 

"Subsequent events have, it must be frankly con­
fessed , disappointed high hopes which we and indeed 
the whole world entertained a year ago . 

•The equ1libri~ which we then hoped would be last­
ing was not achieved so far as franc is concerned. 

"I fully appreci ate your reluctance t o see further 
r educti ons in your gold reserves. On the other band 
I am sure that you w111 agree with me that stabili ty 
of franc at a reasonable level is an obJective f or 
wnicb 1t would be worth wllile to face considerable 
sacrifices. 

(Secretary nods •No comment• after 
each sentence) 
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•The r ecent movements or French currency have 
inevitably impaired value of monetary declara­
tion of last year i n eyes of the world and if 
they should continue there is clearly a danger 
that beneficial effect of that declaration will 
be dissipated. 

"It would indeed be mor~t regrettable ii' effort 
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of three great democratic financial centers to 
cooperate wi th e ach other and with other countries 
to a common end should fail to achieve lasting 
success.• 

Are you through? 

Yes . 

Now, can I tell you a stor¥ before you get on. 
'lihen you r ead tba t - I don t think I e ver told you; 
it ' s one of my father's f a vorite stories. The wife 
comes in &nd she finds her husband angry and storming 
up and down. •Well, what's the matter, Bill?• 

•Look at this impertinent letter tha t I got from 
my son at school . " 

dave I t old you tha t? 

No . 

"Just look a t it . • 

•What did be say?" 

•Bill sits down and writes me a letter: ' Dear Dad, 
please s end me ten dollars right away . Your loving 
son, Bill.'" He said, •Have you ever heard of such 
impertinence? " 

The mother said, •Let me read it . •Dear ~ather: Would 
you please send me ten dollars . - Your loving son, 
Bill.'" (The last i ntoned -with a gentle inflection, 
as compared with the previous harsh tone . ) 

Honestly, by the time you got through reading that 
note - that intonation of yours. 

(All laugh heartily) 

Regraded Unclassified



I! .:.I . Jr: 

Tnyl or: 

d. :.I . Jr: 

Viner: 

n.:.I .Jr: 

Taylor: 

H.M.Jr: 

Taylor: 

H.ia! . Jr: 

Tty lor : 

\'lh i t e: 

Taylor : 

H. l.l . Jr: 

-19-

Let Harry White read it. 

( Laughs) 

Honestly, I couldn' t wait until you got through. 

Just think what Bonnet could reply to that last 
sentence. J:!e s ays, •I 1m all for cooperation in 
the three countries. Lend me half a billion 
dol lars . " 

Tha t ,.,a s marvelous, Wayne, really . 
a re wasted here. You should go on 
Well now ••• • • 

Your t alents 
the stage . 

~ben we have t he senteuce that we argue about . 

Aren 1 t you through? 

~bose are the opening remarks, as you see. 

Are you going to continue the same tone of voi ce? 

No, I'm going t o c hange this one a little bi t . 

He doesn ' t like this one . 
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• I hope therefore that possibility of res toration 
of franc t o higher level whi ch you anticipate may 
be realised and that s teady progres s towards stability 

may be achieved. 

"I hope a lso tha t it is part of your program to 
resume the relaxation of quotas and other trade 
restrictions as propos ed in tripartite declaration. 
Such action should effectively assist in keeping 
down internal prices . • 

Oh , how true l 

May I have a look at that , Wayne? 

(Taylor hands note to Secretary , 
who reads silently) 

Ylell , of course, t here is another thing which may be 
raised in your own discussion . All this takes t ime; 
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I ' m a little bit rushed today. I mean- not rushed­
do you think tha t the British will say, "Well now, 
we have sho'ND this to the United States and they 
concur," and they ' ll use us as a big stick? In hand­
ing this to them, do you suppose they ' ll say, •Well 
now, Mr . Bonnet, you ' ll be interested i n knowing that 
this was shown to the United St ates Treasury and they 
concur in what we say"? 

Why should they avoid tha t opportunity? 

Sir, this note is much weaker than the pr evious 
communications thot the British sent the French, 
but which t hey showed us, remember, at the last ;( 
crisis. This note is milk and honey as compared 
with those others . And I think the reason that 
they have - I was surprised that it was as moderate 
ln tone as i t was; I think that is due to the present 
political situation in the Yediterranean. But Phillips 
made clear, I thought, yesterday, that even i f the 
f r anc went to 170 to t he pound , t her e was nuthing 
that Great Britain could really do except read them 
out of the tripartite, and tha t he was against that 
because he was against exchange control, Well, tha t 
more or less showed his nand . What they are really 
trying t o do is trying to bring moderate pressure 
on the Frencn, because they r eally couldn't use a 
big stick. 

~fter all, those are a lot of rather pi ous statements . 
1 don ' t see t hat there is any one we can pi ck out 
and say tha t •••• 

.1.11 along there, as you rend it again, I got t he 
other s i de more clear ly than I have before - t he 
side I wasn ' t supposed tog et, and .... 

That ' s a dirty trick. 

"The tripartite agr eement hasn't worked well because 
you haven't done the right thing . " It gets to be a 
catalog of French fa i lures . 

It ' s not a question of their having done the right 
t hing There isn't a word - there isn' t a word i n 
there' about t heir not having done the right t hing. 
There is a question of di sappointment , and the 
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world ' s disappointment. 

•., •• because of you guys . After a ll, you see, we 
haven ' t failed ••• ••• • 
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Hayne, it's one of those things in which you add 
up the parts and the whole is a little different 
than the sum of the parts . 

• •••• so Ne nope you'll mend your ways . • 

Mr. Secret a ry, I'm not s ure that Bonnet will find 
tnnt British note embarrassing. In his complicated 
French set-up, he may be well able to use the 
British note on some of his colleagues to make 
tnem whip into line a bit. If there is a nybody 
capable of using that note two ways, I think he i s . 

Mr . Secretary, it seems to me the issue i s very 
simple . They are sending a note . If you feel that 
t hc t is not Guite the Kind of nota that you would 
have sent if you wer e sending a note, the position 
you take is tha t it ' s all right in general, but you 
feel t hat if you were sending a note, your a ttitude 
would be a l i ttle bit mor e sympathetic. This is 
their note; it ' s all right; tney con say wha t they 
want . There ' s nothing special wrong with it . 

·;.by 6ive tnem a lot of gratuitous aavice? Just 
emphasize that it is their note . 

There is a possibility that tney will say that they 
have shown it here and will s ay it is satisfactory 
to us, and since it is not a note that we would 
write, we might object to t hat implica t i on, since 
we would be a little more sympatheti c . For t hem 
it ' s all right; that is, the British Government. 

I'd say White is absolutely right, except for the 
fact Phillips is here and if we give a more or less 
general consent to the note and then in the course 
of our discussions which take pl ace right afterwards 
go into the French position in detail, they wil l get 
our point of view about tbe whole position. 

Now, what I was going to add - can you hold your 
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thought a minute - what I could say is this. 
"I think it ls unfortunate, Sir Frederick 
Phillips, that before we have a chance to 
exchange our views on the French situation you 
ask me to approve a note. Now, what I'd l ike 
to do is sit down. . . . If you feel - your govern­
ment feels this note mus t go, all right . I'd 
like to tell you that if we were sending a note 
it wouldn't be couched i .n this kind of language 
at all, and I think that after you•ve been here 
a couple days you1ll find out now we feel . But 
I can ' t do this .thing without sitting down and 
havi ng several long talks with you. This undoubt­
edly expresses the way your government feels , 
but it doesn ' t exactly express the way our govern­
ment feels.• Now, that leaves it open for me to 
go ahead and discuss. 

! 28 

•But you say you have to have an answer. All right. 
But this doesn't answer all the GUestions which I 
brought up the other day: 'llh&t arc fie going to do 
jointly, your government and mine, if the French 
put on exchange control or they le~ the franc go 
above 150? So forth and so on. And I take it that 
one of the things that you' d like to do while you're 
here is to find out how we feel." 

That leaves it perfectly open. Then they can't say, 
if I start talking tomorrow about it, •Why didn' t 
you tell us that yesterday'l" 

•And I might simply add that in reading the thing 
over carefully I frankly don't see where you have 
arrived at the conclusion that the French anticipa te 
steady progress. towards stability, so forth and so 
on. I don't see where you arrive at that conclwsion. 
Possibly the wish is father to the thought.• 

And tha t leaves it open for us t o go 1n and say, 
"After you have been here a couple of days I think 
you•ll find out just how the United States Treasury 
does feel." 

IV ell, except that on this particular point you 
covered a lot of ground yesterday. 
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No, I don' t think we got very f ar yesterday. 

Well , that you both wanted to keep them 1n on 
crutches . Exactly where the level of the franc 
went - why, it didn ' t make - certainly di dn ' t 
make so much di fference to us, and they said it 
didn't make so much difference to them. 
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You see, before I - after all, I want to be very 
fair on this thing and before I ' d want to send a 
joint note or give my approval, I'd want to be in 
direct communicati on with Mr . Bonnet and find out 
just how he feels. I don't know how Bonnet feels 
and I 1d like to be in direct communication with ' 
Bonnet . 

You con always say you "heve no objection" to 
t heir sending the not e , the phrase they used with 
us . 

" •. • but • . • " 

n • •• but . . n 

As a matter of f act, I think tha t if the franc 
continues to slip I' d send for Kr . Henry - a note 
to Mr . Cochran or a note to llr. Henry - would llr . 
Bonnet please send for Mr . Cochran and tell him 
just what is in his mi nd; we ' d like to know. 

I think that brings up what we meant by the second 
paragraph, which it SEIEIDS to me is the more illlportfint 
of the whole business, and that is that the British 
are very properly concerned , and also the United 
States, a t a permanent French franc at 150 or 160 
or 170, God knows what. We feel that this kind of 
small pressure a t this t i me is a little inopportune. 
Obviously Bonnet is working his bead off to get 
control of the franc; he hasn't got control of it. 
It doesn't matter what he wants; he can't perform, 
he can ' t deliver the goods . So what we were trylng 
to say in the second paragraph i s that we mus t real i ze 
that Bonnet cannot perform at this moment; that he is 
trying, but - and therefore we must be prepared to 
see a lot of things we don ' t like. 

But, Vlin Riefler, my -you' ve worked for me now long 
enough to kno ll that until the thing i s entirely 
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satisfactory in my own mind I hold my fire, don ' t 
I; and this thing, this whole question of our 
attitude towards France hasn't cleared yet in mY 
o·rn mind . And I think 1t 1s terribly important as 
f ar as the Treasury goes, Until I am satisfied and 
you people become satisfied, satisfy each other, 
I 1 d rather simply say nothing, simply say that I'd 
rather say nothing . Because the thing - I don ' t 
.mow yet what attitude I want t o take, and, not 
being satisfied myself, I'd r ather say, • No, per­
fect!¥ frankly, Sir Frederick" - just say that •I 
don ' t know and until I 1 ve had further conversation 
with you and wit h the French I don ' t want to commit 
myself . Now, as far as this note is concerned, I 
have no ob j ections, but on the other band •• ••• " 

I 1d r a ther say then, "I have no comments to make. 
I'm gra teful tba t I have been given the opportunity 
to see it and I prefer to withhold any comments on 
it of any sort.• If you say you have no ob Jections, 
then it Jus t ifies him in saying that you have no 
objections to it. 

I 1d rather say I have no comment and explain why 
I have no comment - because •this is too important 
ar~ I haven't bad a chance to t alk this thing over 
with the French and I am not satisfied as to just 
what bonnet can or will do.• 

Well, I certainly s ay tha t if you haven' t def'1n1tely 
made up your mind as to what the position is , say as 
little as possible . 

Well, Jake, I haven ' t . Now, you take this question 
of exchnnge control. I want to thrash 1t out with 
you people . I mean I want to thrash it out as to 
whether 1t would be good for the Un1 ted States or 
whether i t wouldn't be . Now, I want to thrash it 
out, see? I mean I ' d like to go all around this 
lot, inside and out, and Just satisfy myself. And 
I haven' t. And that ' s the way we work and usually 
we come out pretty well agreed - about 90 percent 
agreed or 85 - that that's the way we want to go . 
Some person hangs ba ck, but on the whole we usually 
agree . Don ' t we, Wayne? 
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Yes . Just one poi nt i n that approach that you've 
got there. I wouldn' t emphasi ze too much in this 
particular conversation that you're going to nave, 
your desire t o find out what is in the French mi nd . 
In other words, you are the two strong members of 
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toe club talking about what to do Nith the weak sis­
ter, and ! think it ' s very important to emphasize 
that it is the two strong members of the club talking 
about the 'lfeak sister. 

(On phone) Put in a call for Ur . Cochran for 2:30 
this afternoon please . Thank you. 

Rhat Bonne t may have in his mind is important, but 
! don't think I'd rank it in importance with what 
Phillips might have in his mind . 

In other words , you would stress in talking to 
Phillips that one of t he thi~s you want to wait 
for before you make up your own - take up your 
o11n position definitely, is what you can learn from 
your conversations with him. 

Yes, tha t's right . 

I t hink there is something funny about this process 
of replying definitely to a note like this in this 
hurry-up manner, as if there ' s a fire , while Phillips 
is here, and not getting the advant age of bei ng able 
to talk these things over with him. 

Well , tha t certainly would be pleasing to him, that 
he could report back that, pending conversations 
and maybe they will unburden themselves and freshen 
him up and bring him up-to-date and use him while 
he ' s here. 

See, after a ll you've told him yesterday - and t hat 's 
why I ' m making this point - that your opinion has 
been right along, and certainly recently, that the 
burden of maint.aining stability of world currencies 
is on Great Britain and the United States, you see . 

Well, I haven't changed since yesterday . 

Well, if you emphasize wanting to find out what is 
in Bonnet ' s mind and not r eplying ••••• 

I see . 

Regraded Unclassified



Vi ner : 

1a:;lor : 

1!. \I . Jr: 

Feis: 

H. :.t . Jr : 

Vinu: 

il . !I. Jr: 

Viner: 

ll .!.l . Jr: 

132 

-26-

It's not what is in Bonnet ' s mind, but the course 
of French d evelopment s over the next few weeks which 
will be important ; but also in - what is in Phillips • 
mind . 

In otncr words, here are t he two big boys at the 
t able, s itting down to talk about wha t is going to 
happen to t he little fellow. 

May I ask Herbert Feis something - do you mind sitting 
over here? Nothing to do with this conversation. 
(Confers ~uietly wi th Feis) 

Now, in view of what opens up today , that gives me 
a chance to discuss this thing tonight. We can 
sit down quietly vnd take some t ime. This i s ter­
ribly important and it t akes time; it takes time . 

Herbert , you staying at 11? 

If you wish. 

Be delighted . 

Now, what I ' ll do is again - we 'll do it the same 
way . Butterworth, you stay and make notes, then 
notfoot it out and dictat e it. And t hen we ' ll ..... 

-.vbat are you going to do about tllis t nJ.ng? 

I 1m simply goi.ng to say, •Sir Frederick Phillips, 
I wish you ' d tell Sir J ohn Simon I appreciate the 
courtesy of letting me see this note, but I d on1 t 
wish t o make any comment on it b ecause I feel t ha t 
with your visit here I'd like to use this opportunity 
to explore this wh~le questi on of our relation in the 
tripartite agreement, and all angles of it, and of 
course the fact t hat tha French are havi ng difficul­
t i es brings that up. But there are other angles, and 
I feel tha t this is an opportunity t ha t I want to 
use to the fullest extent, and so forth and so on. 
~ pending that, I wish to withhold comment on this .• 
Then go on and go right J.nto discussing this thing . 

In an exploratory manner, J.n other words . 

Yes . 
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J onnet promised t:1nt ninctem t:drtyc1.gllt ordinal':\' ;:,;'.d:;ct 
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11'1' 1 d nllor1 rJPr p lus of one billion oi:: 1\\mdrcd million francs 

whS. c~~. \lo•l.ld b E ·,sed to dilninish amo•.mt of treasury bills to 

be ~.oo•ted , II£ said toot l~is operations for convt:i:':~ion of 

t::-cas·,•ry bonds payable October f i ve arc succcc<l:!.n:; . ~£ 

cnru' c-.ncd recourse to cxc~nn3c control 1..nd rca:::JE;;>~ Cd 

lo· :-.lty of France to 9olicy of co0>1c rat1on wit:J. ·:-nitcd 

Stnl;co and G1•cat Jri.tnin inspired by tril)Qrtitc accord, IJE 

plcr,d for inCl'tnscd>:>rod".C tion and for noci.al peace and order . 

ln ACIENCE ECONO!{IQ'JE this morn,.ng Flo.ndin rEferred at 

l~n:-;th to recent intn·vitYI in Pc·•:l.o in which La:i:'(SO Cabellcro 

of Vo.lr:nci.a threatened direct action by Co111111\'.n1ot and labor 

Ol' ,c.m.zations if stctcs fo.il to act a .,;ninnt ?o.:~ciam. Plnndi.r. 

nnrncd t:ur.t s:;r~pathy of French fricnG o of Cabcller-o and his 

cc.n.:Jc c.nd novcs tmmrd political and social a p.to.t~.on in 

Prnncc tl'.rcatcn Bon."ltt 's 11'\CCtOfl end will bE f:.tal to 
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French credit and currency . 

In LE CAPITAL Gr~in llnrtin today also str r:sco ~rarrc 

t o r( •ich pol1 tical a3i ta tion of r:ttrcMis ts as cJ.Eot:tons 

a'"l:;>l'oach to which terrorist attempts hnvr bern added will 

ma!:c Bonnet's task diffl.cnl t , 

IIT~CTLY CONFIDENTIAL. At Bank of France t~.s morning 

at Elcvrn thirty I learned that :Jonnrt ' s speech had not 

been found su!'ficicntly rro.~onring by the market , On the 

ot' rr band the remarks by Flandin and Orrmo.in : :nr tin had 

d t ?rtsard o r nt:tmcnt , As a conocquencc control had to yield 

~i;: i.lUndred thirt y. tho·..tsand pound:~ u:;~ to the time I was at 

tl•r &Ink to bring r ate from one hundred fortysix point oixt 

to onr t'ortys i x point ·th irty, Even ti10U3}l t he operation was 

r::.?rnoi vc the control was ·>roc£Eding here and :;ave ordErs to 

r ondon to bring t h e ratE during the noon hour to at least 

one ~·ndrtd fortysix it being felt t hat France co~ld not 

cffo~d to seE thE franc s h ow o. declinE after Bonnr t 1 e 3perch 

lly friends askEd Cobbold or & nk of En3lo.nd laat night 

r1:~y the British had not yet obj ected to thE latest dEclinE 

in tl~e franc , ThE reply wall that Phillips was o. "l:!Ent . 

co· bold is rcmai~ng . !~er e \lntil t or.1orrow disct\1sin:; the 

general !lituation , 

I O.r.l ini'ormcd moo t confidEntially that a SwillS banki ng 

~E)~Escntativ£ came to Pcrio Satt~day nisht and that thrr~ 

io a chancE Swiss bankers may be willin.J to a::~ ~::mE lwlf t h e 

Br'-tioh banld..ng crEdit to Franc£ it thE 9ritioh uill n ttrnd 

onr ·~lf thereof , 

BULLlT'l' 
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CO OAT 

Paris 

Datrd SEptEmbEr 21, 1937 

REc ' d 2:05p. m. 

1320, SEptEmbEr 21, 5 p ,m, 

FRO!: COC!IRAN 

FrEnch C>r.trol managEd t o bring stErling ratE down 

to on£ hundrEd forty-fivE point sixty during thr official 

' I boursE but thiS sEmipolitical mantu'frr was quitE EXPEn-

sivE for thE tund, ImprovEmEnt in rrntEs also att~ibutEd 

to offi cial suppGrt, Forward franc morE offErEd, 

RefErring to Washington ~alks Lombard Editor FINANCIAL 

IIEtiS today said in part: "It is a pity that so far as it 

is known thErE is no FrEnch rEprEsEntativE in Washington 

to participatE in thE discusaions for thr prEsEncE of such 

a rEprtstntativE would bt t akEn as a rEaffirmation of tbE 

solidarity of thE partnErs in the tripartitE agrEtmlnt and 

would thus crEatE a good 1mprrssion. " . 

BULL ITT 

CSB 
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operator : Go ahead. 

H.li.Jr : Hello. 
n. lo(erle 
cochran: Hello, Mr . Secretary. 

H.Lt .Jr: How are you? 

c: Fine, thank you . 

R. li.Jr: What's new in Paris? 

C: Did you get one wire from me today? 

l! .!.I .J r: I don' t know . I haven't read it anyway . 

C: The s ituation is not good here today. 

H.&I.Jr: A setback? 

C: No . Your colleague made a speech last night and 
the market did not find it very reassuring. 

H . ~l . Jr: Uh-buh. 

C: But to make a good impression - at least to prevent 
the franc from weakening the control went in this 
morning to bri.ng it up and it cost them very heavily. 

H.U.Jr: Yes. 

C: 

H.W.Jr: 

C: 

R.!A.Jr: 

C: 

R.U,Jr: 

C: 

ru.ght - so they 
heavy expense. 

Uh-huh. 

strong for today but it was a 

And the market was so - so familiar with what they 
were doing that it made really perhaps a worse im­
pression than it they had let it go. 

You don't know how much 1t coat them. 

About eleven thirty when I was up there, 1t cost 
them about six hundred and thirty thousand pounds • 

That's a lot of aoney. 

And 1t certainly coat thea aore than double tbat for 
todiQ'. I can get the ncures early 1n the 110rnln&• 
Certainly a couple of aill1on pounds, I expect. 
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Yes - now when are you sailing? 

The 25th. I had a sailing tor tomorrow but they 
postponed the sailing ot the Noraandie until the 
25th, that's Saturday . 

137 

R.li • .Tr: Well now, befor e you sail, I want you to see Bonnett. 

C: All right. I 1ll try to see him tomorrow, or Tburaday. 

H . 1.1 • .rr: 

C: 

R.M.Jr: 

I want you to see him and have a talk with him, see? 

Right , sir . 

And - I want you to talk - get down to brass tacks, 
I don 't want to know a lot about t heir legislation 
or anything else. 

C: Oh, no, no. 

H.:.I .Jr : I want to know about our Tripartite Agreement and 
what he•s got in mind, and what he expects to do. 

C: All right, sir . 

R. I.I • .Tr: I've got a right to ask, see? 

C: Oh, no question about it. I ' ll try very definitely to 
get an appointment before I sail. 

H.li • .Tr : Yes , do you want me - should I do anything from this 
end on 1t or not? 

C: No, I can get it all right. 

H.M.Jr: I see. 

C: No; I can get it quite all right. 

R.M,Jr: You- you• r e sailing Saturday. 

C: Yes. 

R.l.I .Jr: Uh-buh - on the lformandie. 

C: Yes - and my Chief here is on the same ship. 

R.IA,Jr: Good , 

C: He• s cOIIIing at the same time. 

. I 
I 

:I 

.I 
' 
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Uh-huh. 

Going to put his little girl in school over •••• • 

Oh, yes . Well , I would very much like you to see 
Bonnett and have a heart to heart t alk with him. 

I'll see him - and I was out at the bank t his morning 
and t he Governor wasn't ther e , but I am going to see 
him also and I'll make two or three other calls on 

and some others. 

Uh-huh. 

C: I'll make a particular point to see 
_ ~ 11.1n1ster or Finance. 

H.r.I . Jr : Ri ght . Well, a.eything else you can tell 1'1!3 . 

C: No, there' s not very much - I'm not very optimistic 
on this situation. 

H.M.Jr : Uh-huh. 

C: Because I can ' t see just where it ' s going to stop. 

H.M.Jr: Uh-huh. Just a minute - Lochhead's making fllllilY 
faces at me - just a minute. 

C: All right . 

H.U.J r: All that Archie wants to know is bow much gold they 
have left 1n their stabilization fund. 
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C: Between eight and eight and one-quarter billion francs. 

H . ~t .Jr: Between what -

C: Between eight and ei ght and a quarter . 

II .M.Jr: 

C: 

H.M.Jr: 

C: 

All right. I 

I got those figures this morning . I didn't put them 
in the wire . 

Now, wait a minute •• • •• Just a minute- I'll ask 
Taylor . Bo• much is t ha t down from the high'l 

Well they - they revalued their gold, you see, 1n 
1n July. They had over ten billion when they revalued 
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it was some place between ten and e l even. 

f!, !I. Jr : Uh-huh. 

c: They nominally have ten billion -

H.M.Jr: I see . 

c: Endowment - ani then when they revalued i t went over 
that for a while . 
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H. :.t. Jr : Uh-huh - now l et me ask you something . Any particular 
curiosity about this visitor I•v~ got here? 

C: It's quieted down a little bit today. 

H.:.l .Jr: Uh-huh. 

C: Because the s t atement -rather a brief statement 
came out from Lonion to the effect that he had been 
on a visit in Canada ani that there was no particular 
agenium ani so on. 

H. !.I.Jr: Uh-huh. 

C: But I told you in my wire that these people were 
rather quick to play it up. 

H.JA . Jr : Uh-huh. 

C: Expecting some assistance. 

H. II .Jr: And in my wire this afternoon - you haven't had it 
yet? 

H.l.t . Jr : No. 

C: I mentioned the possibility of the British expending 
half of the credit which falls due in - December -
November - December. 

H. Lt . Jr: Uh-huh. 

C: Swiss bankers may take the other half. 

H.!J.Jr: Uh-huh. 
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That ' s still - that's still very 11111ch 1n the air. 
But , 1f you want me to come, now is really the best 
time for me to leave because they have these local 
elections -

Uh-huh. 

october 10, and October 17 . 

Yes . 

And 1f they go left - that is go further to the left 
wing. 

Yes . 

Then that may precipitate their rush on the franc a 
little more. 

So it's as good a time as any, 

Yes. And I tried to find out today whether the next 
statement of the franc will kill further lending 
to the States . 

Yes. 

If it doesn't it will simply mean that they've covered 
it up some way. 

I see . 

Because it ' s - it' s going to be necessary for them 
to come on the bank almost every week, it looks now. 

Uh-huh. 

And that ' s what precipitated the trouble two weeks 
a go, you see. 

I see . 

Are you at home. 

C: Yes, I'm at home, yes , by myself. 

B.!.I.Jr: All right. Thank you very auch. 
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That's about everything that I ban to tell you. 

well , 1.f you get a~thing that • a e•ercenc:r 1n your 
interview, wbf, you' d better cable it, otherwise I•l l 
wait till I see you. 

All right . I shall arrive there the Joth so I'd 
come on the same evening to Washington. 

Yes, but I mean, i f i n your i nterview you get ~bing -
I'd cable it because we are hungry for news . 

I can' t hold that - I'll wi re it over it it ' s ~bing 
at all . 

a.u.Jr: Al l right. Well, I 1ll be glad to see you. 

C: Thank you so much. 

R.II.Jr: Goodbye . 

C: Goodnight. 
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PAJW>BRASI OJ TILmRAl R.ECJ:ITED 

FROK: Aaerioan l:llbaeey, Parh, Jranoe 

Dlfl: Sep,eaber 21, 1937, 8 p.a. 

IO.: 13315 SJ:OfiOI OD! 

srRIOfLT COQ'IDIJTUL I'OR THI SJ:OR.IT.lRY .lHD THI 810-

RJ.'l'ARY OF THE TREASURY. 

I bad a vieit tbia evening from Jl.onick, the rranoh 

• Treasury .lttaohe in LoDdon. He said the following: 

14.? 

Toaorrow aorning he will return to bie poet in London. 

Today he 11&4 bad a talk w1 th Fournier , the Gonrnor of the 

Bank of France, and the Jl.1n1ater of Finance, Bonnet. 

The Governor eaid that be was in absolute despair, that 

he oould see no way of stopping the frano' • continuoue 

fall. 

Bonnet was equally peeeiai etio, according to Jl.oniok. 

Jl.oniok l!&id that Bonnet, Fournier, and he - h1a18lt 

were of the ga'leral opinion that in about fiTs or six 

weeks an acute financial crieie wae to be expected in 

rranoe. They atght put off tbe nil day eoaewba~ lon&er 

1f Obaute.pe would ieeue deoreee aod1fy1na the forty-hour 

law before the cantonal electione take place. The effeot 

howner woW.d onlr be te.porarr. The franc wae beilll 

drhen down by two ll&in forcee , i.e., feer of war in 

Europe and diatruet by the French oapttalieh, lar&e and 

euU, of anr GoYernaat which wae depa4ent for 1h life 

on the votee of o-·n' ate whoa Koeoow oOGtrole. 
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lloDick and Bo1Ule1: bad dhou ..... 11l detail the ~~ece .. tty 

tor mob111a1ng all forcee of public op1n1oa possible asainat 

a demand for establ1ahing exohan&• control 1n France. .A. drop 

in tbe franc to a point •• low a e aoo to the pound bad been 

envhage4 by llonick an4 BolUlet, Nl4 they agreed that there 

would be &~It owerwhelaiag pre1.ure to establilh exch&a&e 

oontrcl aa the franc droppM l ower. 

lloniok aaaerte4 that Bonnet bad orderM hia to 1ee Sir 

Jcbn 8i110n tomorrow &114 tell hi• tb&t he hopell 1n all conwer­

aauone with l'l'euch OoYernaat repr .. ent&thee Sir John 

would take the po81Uo11 that to eetabl11b excb&nge control 

i n France would be directly contrary to tbe epiri t and letter 

ot tbe Tripartite J.greeaent and the end of t hat agrenent 

would result if 11110h action were taken. I was aiU:e4 t o oonwey 

tbe aaae aeeeqe to the J.aer1C&D OoYernaet. JloDiok 414 

not (rlpeat not) eay apeoi~ically that he bad been reque1tecl 

by BolUlet to giwe ae thil ... eqe. 

BULLift. 

IA:Lft 
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SIO'UOI '1'10. •o. 1333 of Sep~•ber 21, 1937, fMa Paris 

In conclueion Kon1ck Aid ~ba~ ho, Boun and rourn1or 

felt ~hat ahould ~ho .laer1oan &114 Br1 Uah OoYernMDh ~uo 

this pcci Uon, ozcllango control would uo~ be enablhhod 

by ~he French GoTer-ent. 

!'hen I aoked Koaiok what would llappon, ill hie opinion, 

if France did not ea~abliah ezcbauge control. Be believed, 

he said, ~ba~ during the ne~ aon~h tho franc would contiuuo 

to tall &n4 aigh~ perbalsi ,.;· t51t~ ~o the pound, IUI4 tha~ 

the preaent GOYer1111en~ would be forced out. 'fherOllpon for 

a week or more 1t would bo iapoaaiblo to fora any Gover1111on~ 

in France - whioh week would be filled w1~h 1n~oneo ozcito­

aent and riot1zai. .a. Dational govel'IIIIOUt would be foraed at 

the end of that period, which govornaont would co-d DO~ 

ouly the Ollppor~ of the countr:r, but aleo a - •Jorit:r 1n 

t he J'renob O~or of Doputioo. Throe poaaiblo aembora of 

eucha sovernaent, ho aaid, were Dal&dior, Paul Ro:rnau4, 

IUI4 Bonnet. In Koniok'a opinion tho 008Wliah would be 

ezcludod froa this sovernaen~ 1and tho great .-jorit:r of 

Bocialiata would vote again at it. However, he Aid ill&t a 

tow 8oc1al1oto w~d .upport 1t in addition to all tho 

Radical 8oc1al1ato and the partie• of the aodorato Right 

and of tho Oentor. Should euoh a sovornaent be for~~ed, ho 

predicted tba~ 1t would a~ once a~~ok tho ~o oaueoa of 

the decay of tho financial poaiUOil of J'r&Doe. Ivery •coaz­

aa•n~ 
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ageaen~ would be gh'• ~o oapUal ~o rHurD ~o h&Dce, 8Dd 

a graa~ effor~ ~o reach reoODciliatioD wi'lih Geraanr would be 

I!Ade. 

Koniok aeaer~ed, 1D the oouree of f~ther di1oueeion, 

'h&~ Bonnn had told hilll that eo far as exchange con~rol 

was concerned, both Bonnet and Chaut•p• had burned their 

bridgee - exchange control could not be accep~ed b)' ~hea. 

They were aware that grea~ preawre would be put on th• 

to institute exchange control, and ~her hoped that ~he 

BTitiah and American Governaen~a would aaaia~ them by taking 

the line given in the firet part of thie telegraa. 

During the pa st 11onth I have eeen Chaut~a and Bonnet 

nearlr every dar; einoe neither hae spoken to 111 in the 

sense 1ndioated b)' Konick, I have the feeling that Koniok 

may be pl&)'ing an individual game once more, as he has eo 

o~en done in the paet. It ie ay pereonal ooDYiotion that 

neither Chaut~e nor Boi)J\et ugarde the eitu&tiOD eo plle1-

a1et1oally ae doee Konick. It 11 true, on the other hand, 

that eo long as fear of a European war oontillu .. to be •• 

great &8 11i i e in J'ranoe toda)', and eo long &8 the 0o--

1ste continua to have it iD their power to overthrow the 

Governaent at anr ttae, it 1• unlikely that a return of 

confidence 1n J'ranoe will take pl&oe. !herefore I ahoul4 

be unwilling to prediet that the crilh aiglat not be &I 

BIIYere as envie&eed b)' Koniok. 

KID vneaG~. 
EA:Ln 

BtJLLlft. 

ll 

:r 
rl 

i 
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September 21 , 1937 

Horman Oliphant and Robert Jackson, ot the Depart­
~nt of Justice, called at 8 : 30 in regard to prosecution 
ot collusive bid oases . 

Jackson wanted to make the point that he did not 
have the right kind of man or the necessary funds to oarry 
out t his prosecution , so I told him that he and Oliphant 
should have t hought of this before they started me on this 
oai:J!)algn. 

Jackson said that he brought to t he Pree1de~t 1 e 

at tention, sometime agoo that the praotioe ot coll usive 
bidding wae in general force throughout the United States. 
1 told him that it his idea of coming to me was that I 

.,ould t alk to the President about it , I wanted to tell 
hie; , point-blank, that I would not; that I considered 
i t i mproper; 1t was up to him to get the Attorney General 
to f i ght tor 1t. He seemed to think that there would not 
be l:luch chance to get the Attorney Genera l to do anything 
about it . 

I told him that as a friend I would lend him all 
the money he wanted personally, but as Secretary of the 
treasur y I wouldn ' t get him a dime. We parted on this 
basis. 
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September 21, 19~ 

10:15 a . m. 

Present: 

The Secretary 
Ur. Ol i phant 
Commissioner Helver1ng 
lir. Kent 

HU,Jr: It .won' t t ake long , because I can handle 
th1s , and this is a matter which certainly , • 

Ur. Ol1ohan t : i s of first 1mportanoe. 

HU .Jr: Here' s t he thing. This Executive Order 
tnat has been gi ven the run-around s i nce Augus t 3rd -­
it was held up f or various reasons -- 1n my discussion 
with t he Pr esident yesterday we arrived at t hi s conclu­
sion: that t he Order would go out a s wri t t en today, and 
that a s the request onme down from t he Hill for particu­
lRr i ncome taxes it would normally go t o t he Commission­
er' s desk . The Presi dent wants Commiesioner Helvering 
to personally look at ea ch request. I f they are germaine 
t o the work of t he Interstate Commerce Commission, they 
woul d automoatically rec eive them. 

Ur. Oliphant: I s this t he Committee or t he Com­
r:l1ss ion1 

Hll ,Jr: To t he Committee. 
Int ers t ate Commerce Committee of 
Senator ".Theeler iB Chairman7 

Isn't it known as 
t he Senate, of which 

Ur. Ol iohant: That ' s r i ght . 

Hll ,Jr: \'lell, if t hey do not appear to you t o be 
ser~ne to t he work , t hen he would l ike you t o ask them 
w!\y t hey want t hat parti cular income tax ble.nk and put 
the burden of proof on t hem. 
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Now, t hat seems to me, is a perfectly reasonable, 
common-sense way to proceed and I would like t o know if t hat 
1s ent i rely agreeable. 
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!:r. Helveri~: It's agreeable to me , but here 's 

tl•e way they procee. For i ns tance , they will give ce 

notice that so and so has been designated to examine re­

turns. After this has been approved, then of course 

tMY just cooe over there, and then give ce a long l i st 

of returns t hat they want to examine. llaybe 100 or 1000. 

They don' t give t hem to me singly . 

~~ . Jr : Well, suppose t hey sand you and ask you, 

let's say, for the return of a milk company. You say, 

ioell, as intertsta te comoerce, why do you want a oilk 

conpnny. What ' s that got to do w1th railroads? It 

t!:ey send to you that they would like t o know the returns 

of Associ ated Gas and Electric , you would say, What's that 

~ot to do with interstate commerce . But if they want 

anythin;:- that has to do 'l'tl th the InterstAte Commerce Com­

~sslcn , they are entitled to it, but they are not en­

titled t o a nything that has not got anything to do with 

~:~e 11ork of Interstate Commerce. No?t , I want you t horcugh­

!y satisfied that what I am asking you to do tor t he Pres­

ident i s reasonable . 

::r. Helverin~: Ot course , you have to make an analy­

sis . You would have to f i nd out what the coopany dld . 
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::or , of course, -- you give an illustration of a milk oom­

;l!lny. It a milk company out her e at Fairfax , or Freder1cks­

bur7, Ve.., or Frederick, t:d., or some plaoe like t hat , shipped 

milk into Washington, of course •.• • 

Ht: , Jr: •• if that ' s what they want it tor, all right; 

but they might ask fo r the Association Gas or they might 

a~~ for the XYZ Tool Company, or t hey might ask for e.ny­

t~lnr . But as the President sald,durtng the war the State 

Departrr~nt had to buy certain inforwation. After the war 

\'loodrow !Vilson was out or was goll".g out o.nd t he Republican 

Co~~ress wanted to f ind out who those people were whom the 

State Department had paid for giving them s ecret information 

and they' felt that under the s t atute it ie not in t he public 

i nterest and they refused to give them that information be­

cause it wae felt lt wae not in the public interest and in 

cc~lyi ng wit h future requests or future Commit tees t hey 

wo~ld say t hle rule would apply to ever ybody; that they 

wou11 get the income tax for 1nd1 vtduale and coope.nies 

rrhich aoolled to their particular Cooml.ttee , but it does 

not "1 ve. t hem the right to as'· tor income taxes of companies 
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or individuals whioh can't by any possible stretch of the 
i~inauon apply to t hat Committee. That was t he thing. 
Aa a catter of fact , it sounde like common sense . 

!:r. OUohant : I think that ' s the law. There is 
no authority for Guy to give out returns beyond the scope 
of the Resolution. Now, what is the borde r line on that 
~eol~tionl You t ake t he case of Associated Gas. It 
looks like it has no connection. What t he President sug-
0eeted, if on the f aoe it look s l i ke it has no connection, 
ask t hem to state why and if they say Assooiated Gas i s 
paying rebates on coal shipments or we suspect they a re and 
we would 11ke to fi nd out, his t hought is •••• 

Hli. Jr: Put t he burden of proof on t hem. 

::r. Kent: I know of a case where a wi t ness was 
called as a Congressional witness . They thought be mi ght 
have sooe information relevant to the pur pose of t he in­
qui ry and one member of t he Commi t t ee started r ight off 
by nekinS him for i nt'or mnt1on regardi rg t he contents of 
hie individual i nc ome tax return and he obJeoted right 
aMy t hat that hl\d no possible relevance to the purpose 
of ~he inquiry and wa s sustained by a maJority of t he 
ae111bers of the Comm1 ttee. ' 

!ill,Jr: Now , will you report to Uagill what 's t aken 
place , Kent¥ 

~r. Kent: I will be glad t o. 

Hl1 Jr· What is t he machinery for r eleasi ng t his 
i ntormat 1bn? · 

!ir . Kent: It goes f orward to the Federal Registe r 
and will be published. 

HH,Jr: Ifill you let 1t go forward todaY? 

llr. Ol iohant: When Guy gets one of these where on 
the face it aopears t here is no r eason, is it the thought 
that he will write a letter or call up t he Co~ttee? 

HL\ ,Jr: I would do it in a letter. 

Hr. Helvering: I would like to have 1 t on record. 
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HU,Jr: I would do i t i n t he form of a letter. 

!~. Helver ing: You under s t and how these are out out . 
'?h~ Executive Order comes out aJ)d then there 1s a T. · D. in 
conJunction with it. Now I t hink it might be well for us 
~0 go over pretty carefully t h i s T. D. because here is t he 
one t hat has been issued heretofore . 

ffii ,Jr : I just want to l ay down the princi ple be­
cause t here has been a great deal of discussion about this 
particular request . As to t he principle, I am perfectly 
l\1ppy nnd I want to know 1f you gentlemen are perfectly 
heppy. As t o the machinery , if ~a :leo' t ',g.ll , t hat 's.;. .. 
your Job. o. K. , Guy? I want you to tell me if you -
are perfectly happy . 

Ur . Helvering : They are calling on us for re t urns 
by t he hundreds . 

Nr. Ol i ohant: And this is t he general rule. 

IU.1,Jr : This is the general rule. 

itr . Kent: And if Congress is not satisfied and 
if Congress wants t o give the Committee broader powers, 
1t can do so i n Resolution. 

~~. Oliohant: They di d that, by t he way , i n the 
Pecora investigation. They put it in t he Resolution. 

oOo- oOo 

150 

Regraded Unclassified



The proposed ExeeutiTe Order relating to 1Dspection 
of l ocome, profits, and capital stock tu returns by the 
CO!IIllittee on Interstate C011111eroe, United Statea Senate, 
hoe been caretull.y ree:nunlned !Uid appeare to be no broader 
in respect to the aoope or the authority to inspect created 
by i t tban the objects or the i nnetigation lrtated in the 
Senate Resol ution authorizi.ng such inTestigat1on. The 
Executive Order and accompanying Treasury Decision are 
virtually identical in their tems with the Exeouthe Order 
end Treasury Deciaion issued under date of August 23, 1930 
which opened to 1napeot1on or tbie COIIIIlitt ee rttturns made 
under reTenue acte prior to tbe Rnenue Act or 1£36 . 

There 1e appended tor 7our intol'lllation a list or 
caeea arising in recent yeara in which 1nc0111e, profits , 
and capital stock te.x returns bnTe been opened to in­
spection by standing oOIIIIlitteea and special oOIIIIlitteee or 
the Senate and House ot Repreaent ntiTe& authorized by 
ruolution to inTeetigate particular subj&ct matters. 

The Executive Order once baTing iSsued, it would not 
be possible, within t be long settled practice or tbe 
Department , to withhold the return& of indhiduala con­
tained in groupe ot return& requeeted by the Committee to 
be mode aveilRble tor inspection pursuant to tbe provieione 

ot tbe Order. 
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Special Senate Caalttee I .nv .. t1pt11J6 Joreip 811d 
Domestic, Ocean 811d Air Wail Contr11cte (eo-called Bl11ck 
InYeatigation) , Senate Reeolution 349, 72Dd Co~J6r•••· 
l:xecutin Order dated Auauat ~. 1933. 

Special Senate C-.ittee InT .. tlpti.Dg ReceiTarehip 
and B&Dkruptcy Proceedi1J6& ( ao-called llcAdoo 1nnat1aat1on) , 
Senate Reaolution 78, 73rd Conareee. Bl<ecut1Ta O~ar 
dated October 18, 1933. 

Special SeDate Caalttea InYeatipt11J6 the Mwlitione 
Industry ( eo-ca1lad Nye iDTeat iption), Senete Reeolut1on 
206, 73rd eonareaa. ExecutlYe Order deted 1une Ul, 1934. 

Spaciel Senate COIIIDittee I nnet1aat1116 Lobb:l'ina 
Aeti•itiea in Connection with. the So-called BoldiD& Cam~ 
Bill ( eo-called Blllck lnYeetigation), Senate Resolution 165, 
7U h Conarees, let aeaaion. Bl<eout1Te Order dated 1uly 25, 19311. 

C<laaittee on Agriculture and roreatry, U. S. Senate, 
Inve&t i &at1D& the Couau c,t ~ne Rapid Decline ot the Price 
ot Cotton upon the Cotton Exoh81J6aa , Senate Reaolut i on 10~, 
74th Conereas, let seaaion. Execut1Te Order dated August 

23, 19311. 

Speoi~l Co.nittee, Bouae ot Repreaantet1Tae, IDYeatigatioa 

Ol d A&• Pension Oraan1zaUon8 (eo-called To1111eend 1'1811 
i nTeati&etion), Bouse Reaolutlon •43, 74th COIJ6resa , 2nd 
8es8iOn. EXecutiTe Order dat ed April 20, 1936. 

Spacia l Senate Caaltt ae Inyeatlgat1"6 Procluotlon, 
Tr e.nsportat1cn , and llarket1"6 ot 11ool, Seoat e Resolution 160, 
74th Co1J6Nss, let aeaslon. Bl<ecuthe Order deted Noncber 

2 , 19~. 

No EXecutive Order 811d treaaury decision authoriz1"6 
inspection ot t ax returne were issued in the ce1e ot the 
Bsnki1J6 IIDcl Currenc)' (eo-called Pecora) InnaUption by 
reason ot the tact that the joint reeoluUon authorlzlna this 
1nveatigaUon apecitlca1ly cliracted the Secretary ot the 
Trseaury to llllllce euch returns ue1lsble to the C~ttee 

or i te eaent a upon requeat. 
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GROliP JEETING September 22 , 19)7 
9 : )0 a .m. 

Present: · 

d.!!. Jr: 

Gaston: 

d.:.t. Jr: 

!lr . Taylor 
!lr. Gaston 
llr. Lochhead 
llr . Gibbons 
llr. Haas 
llr . 'lbompson 
llr . Riefler 
Ur . Oliphant 

Herbert, if you could get the original of this 
(cartoon, "This Cock-E.yed Age," by Herbert Johnson) 
I 1 d like to a dd i t to my collection. 

I 'll get it. 

Oh, Wayne , I wanted to 'show you something. (Shows 
!aylor a telegram) 

Taylor: t>well . 

H. :l. Jr : Isn1 t that nice? 

TLylor : Very nice. 

~ . M . Jr : Couldn' t be better. 

!MJlor: Oh, grand, yes . 

H.J . Jr: Have you (Lochhead) got that Japanes e stuff? 

Lochhead : They ' re working it up now. 

Gibbons: I just handed Wayne a telegram there; the Japanese 
arrived on the West Coast - I just got it this morning -
studying nar cotics with the metropolitan police. I 
think we ought to bring him on here; I don' t know what 
be 1s going to do out there. 

B.1. Jr: Go t a new head of coordination, llr. Irey; might take it 
up with him. 

Gibbons : Yes . Just so you' d know that . 

Just glance at this . Ther e ' s ! our days with a,ooo 
passengers - collected $1.64 apiece . 
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H.li . Jr: 

GibbOns : 

d.:.I . Jr: 

Gibbons : 

H.M,Jr: 

Gibbons: 

H.!i.Jr: 

Gibbons: 

H.:I. Jr : 

Gibtons : 

B.:J .Jr: 

Gibbons: 

H.!I. Jr : 

- 2-

Ob, on that the President made a suggestion - on 
handling these ships, • h¥ you didn't make these 
sb.ips - he wa s qu.ite interested in this - radio in, 
oh, when they ' re a couple days out and get their 
tim~ schedule, see, and then tell them - instead 
of having three sh.ips all arrive at the same time , 
tell them, for instance, "The Queen ~ary - you can 
come in a t 8 o ' clock" - "The Bremen - you can come 
in at 10 . " 

In other words, the ~ueen ~ary, before be had this 
schedule of bringing them right up to lay there one 
day, 16 hours, down the bay, you know, just about 
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got enough room. Yes, that ' s been- we tried to take 
tha t up . 

O.K. 

Remember Senator Smith coming oown to see you t. bout a 
guard tha t was i n the Penitentiary? 

I don't want to do that stuff . 

Nobody here wants to do anything. 

•he man' s got a very good job - perfectly good Job 
at Atlanta Prison. 

I'm 11ri ting a letter telling him a sad story . 

Got a perfectly good Job at Atlanta . Perfectly 
ridiculous . Isn' t he a guard in the Atlanta Pri son? 

He 's a guard 1n Atlanta Prison. Be has to work seven 
days . At first he was willing to take a decrease in 
salary, then be said he wouldn ' t take a decrease. 

••b,y should I worry about him? 

I thought you' d like to do something for him. 

Oh, I would like to do something 12 Senator Smith. 
Very much so . 

It seems this fellow i s very religious ; can' t go to 
church on Sunday down 1n Atlanta. 
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H.'L Jr: 

I 
l 
~ Oibl:ons: 

tl . 'oi . Jr : 

Gibbons : 

H • ..I . Jr: 

Gibbons: 

H •• Jr: 

Gibbons : 

H.!I) . Jr : 

lhompson: 

B.- . Jr : 

Taylor: 
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While you were away Monday we hod to do some awful 
fast s tepping to get this fellow Wenchel approved by 
the Senate. I asked the t~ite House to do it and they 
did it for me . For your information, the White Rouse 
cleared :.enchel, the new Chief Counsel of Internal 
Revenue, with the two !la ryland Senators. If anybody 
says ••• • 

I was jus t going to ask about that . 

It was cleared by the White House . They phoned us 
a t f ive minutes of four that i t was O.K. I f there i s 
any question about it, i t ~as done by the White House, 
so - I mean if Jim Farley should ever say anything, the 
White Rouse called me . First place, the President 
si&ned it Uonday morning. Be didn ' t even tell me to 
t ry ~o clea r it ~ith the Sena tors, but I wanted to be 
on ~he safe side . I called up the \Vhite Bouse -
~hompson did - ond t hey called the ~enators and called 
back ( t f ive minut es of four- •Everything's lovely .• 

Fine . 

Got anything else? 

No. l ' d like t o talk to you t bout my t rip up to 
New London s ome day, and my associat e on the trip 
with me . 

Hl rigb.t . 

Little gossip . 

O.K. I love gossip. 

You (Thompson) all clear? 

All clear. 

Somebody ' s efficient around here. 

Wayne? 

Jesse called me up yesterday afternoon about th1~1-
t o explain this Commodity Credit deposit - P~~s~ e 
request for additi onal capital stock. He sa e 
thought tha t wa s coming up today. 
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At 10 :15. Will you be her e? 

Yes . 

I'm not going to do anything on it until Dann1 
Bell gets back, but it' s coaaing up at 10:15 . 

He 's- I mean he ' s all right on it. It's what 
11as done before . 

nell , ther e ' s no hurry. 

There ' s no r eason why R. F. C. shoulo take the rap 
for tb£t particular thing • 

.'.ell , I ' d like to fix that . And would you make a 
note on this - don' t have to do this today - ask 
Jesse what loans be has in the works . Now, for 
your own inform.a tion, t he President told me - this 
i s very confidential - Jesse said, •I•ve got three 
l oans in t he works aggregati ng Ebout t en oillion . 

15& 

~an t hose go through?• The Presi dent sai d , •Yes . • 
NoH, I •d like to know what those three are, how much, 
if and v."ben they go through. Furthermore, you under­
stand , in case of any g reat ecergency - ~ell now, you 
might say, •Jesse, if you've got any great emergency, 
remember, I, Wayne Taylor, am here, and weTe interested.• 
Do you mind doing that? 

No , no. 

Can you do it Ri t hout ~ing it ••• • 

Yes, because I can call him up after this, you see . 

But I ' d very much like to know what those three loans 
~re. And if anybody her e has not read the Presi dent's 
statement on the P.W. A. , I recommend it to you all. 
I also reco~end tha t leading article - first article 
on P.W. A. in this week ' s Saturday Evening Post, on the 
three dams in Nebraska. Ten mill ion dollors to dam JP -
I forget the name of the river - no wa ter. But I guess 
the aggregate for the three, about 50 mill ion dollars . 
But if anybody wants to read it - it's heavy reading, 
but - the fir s t ar t i cle i n thi s week ' s Saturday Evening 
Post . Check. 411 right, Rayne? 
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( Nods yes) Kr , Lochhead and I were in ther e pitoh1.ng 
last night . 

Pitching pennies? 

No, no, didn' t get down t hat f ar . 

WhatJ 

Be said he hadn' t gotten down that far . 

Not last night. Couldn't get t hem down ·that far . 

You mean at dinner . I suppose it was a nice jolly 
af'f'air. 

We had a professional enterta iner there - Wilmot 
Lewis took over - so that made it much easier. 

But besides that? 

Oh, it was all right. 

Where does he give that? 

Trentham gave it 1n the Shoreham. Be had a dining 
room upstairs somewhere that be took over . Then they 
moved up to his place afterwards . 

AU clear? 

(Nods yes) 

George? 

.I have an invitation here, just a couple lines ; you 
mi ght read i t . (Letter signed by A. F. Woods, 
Departmer.t of Agriculture, inviting B.U. J r to attend 
an exhibit of scientific work). 

I have . 

~ou have? Ab~ut the disposition of it. You don't 
want to go over . I ' d send Harr,r or Harry's assistant, 
Glasser. I can go myself if you want me to. I think 
that ' s the same stuf'f we have here - you know, that 
Smith baa talked to you about. 
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, ,..8 _;:> 

.'/ell, let Taylor handle that, a nd let him assi gn 
whoever he wants to. 

And while you ' re on your feet , here ' s this thing 
tha t you sent up to the hous e last night from 
Seltzer, and here ' s Danny Bell ' s recommendation 
before he left . They ' re not very f er apart . But 
Danny Bell's is a mucb easier one to read . He 1 s got 
here what tkkes you f ellows ten pages to say. 

Well , we explain it . 

I know. blso price of tung oil in China . And I 'd 
like you and faylor to see tha t , then I' d like t o 
talk about it in E day or two . You•re not very far 
apart . The boys ar e al l •.• Danny wanted more 
9-months and then go into the !larch tax bills. And 
these fel.lows , Haa s ' cr owd, say three more 9-months. 
Jus t li question ol' •••• 

Jus t where it fits ther e . 

I di dn' t know you were talking about that . 

But personally I' d like t o s ee those 9- months - see 
how f ar tney ' d go down. 

Jus t curious. 

Just curious, especially a f t er today ' s New 'ilrk Times 
editorial tha t tae 300 mi lli on i s defective, i t 's 
f inished; they c an' t see tha t it had any good effect­
just wa shed out. 

Government market is about l -32d , 2- 32ds higher. 

All right, George? 

That ' s fine . 

And l isten, I ' ve got, I hope, tomor row to take your 
fell ows and give them a talk on wha t I have in mind 
for November 10 . 

Yes, I know. 

For my speech. Because they ' ve got the figures. tThhe•e 
figures are per fectly grand . Now I want to tell 
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what I want to do with them . 

Fine, fine . 

The figures ar e simply grand. 

su s : Fine . Thank you . We 're working up that other 
material too. 

Riefler: 

a . .ii.Jr: 

Taylor: 

H.J ,Jr: 

Gas ton: 

H.M.Jr: 

Gaston: 

li .!i . Jr: 

Gaston: 

Oliphant : 

H.!l.Jr: 

Oliphant: 

H. II.Jr: 

Nothing . 

Where am I here? Well, you (Taylor ) are going over 
with me. • 

Want me at ••• 

10 . 

You {Riefler) might be here a t lO : JQ , Tell Viner . 
Archie, be here a t lO:JQ, Have White here at l O:JO, 

Vid you listen to any of our show last night? 

I must confess I didn' t . 

{Hands Gaston Paul Mallon's column of September 
21 and foreign l etter of Weley) 

I take it that ' s Just a discl aimer, his denial t ha t 
he inspired sny such reP_Orts. 

LVerything all right, Herbert? 

Yes, I think so . 

(Nods nothing) 

Kr . Oliphant, I r efuse to adop~ your children. 
You're papa and mamma t o that ~tie bid case). I 
r efuse to ••• • 

We wanted to get some suggestions from!~ut calli nl 
some prett y big people in here. 

ID the meantillle tba t' s your baby, - you aDd Kr • 
Peoples . 

159 
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Yay 1 handle it with Peoples? 

Yes. 

I na smuch a s it ' s por t l y administrative • •• 

Just keep Thompson inf ormed what you're doing . 

All right, and I'd like, if you like, to work it 
up with this man Taylor, because he ' s kind or 
interested . 

I have no objection. Eut i t's your baby . I don ' t 
like these doorstep babies . 

17ell, I'm quite happy i f 1•ve got clearance; and 

160 

I'll do the administrative side with Peoples, because 
that needs • •• 

,'/hen you come to a conclusion ••• • 

Senator Ki ng doesn't go with thi s one, Berman. 

This is collusive bids. 

Yes, I know what i t i s. 

Tires . 

All right? 

Yes, I'm t horoughly satisfied . 

Li sten, 1 was terribly disappointed that you didn't 
get Rogge. Have you given up hope on that? 

Well, Rogge was extremely anxious to come, and 
Throop, his General Counsel - Rogge's very conscienti ous 
and sai d tha t he wouldn' t wont to leave over there 
unless Throop felt all r ight about it, and Throop took 
what 1 thought was an unheard of position by saying to 
me in Rogge ' s presence, Rogg e sitting with nim, tho t he 
considered Rogge under personal obligation to him to 
stay , r egardless of how advantageous this position 
might be for him. 

Who ' s this General Counsel? 
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Allen Throop. 

Why is t hat name so familiar? What was he before 
that? 

R.F. C. 

Oh. 

161 

Well, Rogge - he ' s got the Cardozo type of make-up. 
Just, that ' s all - if he thinks he ' s under personal 
obligation, his word i s as good as his bond. And I ' m 
still thinking about it, but I don' t yet see aey hope 
of maki ng it. 

All right, anything else, Her man? 

No t a thing. 

I hope you peopl e all saw l ast night the headline 
that the President was going to stop pr iming the 
pump and all that business of stopping the P.W.A. 
the day before; also the story di scontinuing N. E. C. 
lor your own confidential informati on, he said this 
time he ' s going to do what he hasn't done since he ' s 
been President - what he did up at Albany: consider 
the budget bearings himself . Well, I'm all pepped up. 

I suppose we have to continue reading for a couple 
more days a few more Shafroth editori als, but • • •• 

I thought the way the newspapers handled the Wenchel 
thing was very good. 

Yes . I got over the career stuff. 

Yes, yes. 

They got that . 

Yes, they handled that all right . 

All right . 
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Seotember 22, 1937 

Dr. Leonard Hsu came ln with the Ambassador t oday 
to oee the Secretary. Taylor and HAmilton of the State 
Department ,.,ere pr esent . He brought a message to rthe 
Secretary from Professor Buck (who is now st~lng in Nanking 
and Shanghai ) that he 1s ready to report now and wanted to 
know whether he should return to the United St ates. 

The Secretary thanked Dr. Hsu tor bringing this 
•~ssage and said that he would cable Professor Buck to 
use hi s Judgment and 1t he t hinks he has something worth 
while to report, to come home . 

The Secretar y said that he would 11ke to ask several 
questions , but that Dr. Hsu should feel t ree not to answer 
t hem it he dld not wish to. 

ffi! ,Jr then said: "The newspaper reports show that 
the C'\lnese Government i s sending a lot of silver down to 
Hcn~kong. If t hat is t rue , I wonder if t hey had in mind 
what disposition t hey were going to maY.e ot it. • Dr. 
Ksu replied , "I am not i n a position to answer that.• 
The A!ubnssador remarked that he had heard of t he silver 
cov~~ent b~~ did not know anything about i ta disposition. 
He nleo said i~e would be glad to find out a nd would get 
ln touch •1lth Kung , who 1s in Germany now, and he i n turn 
''ould communicate wi t h China. 

The Secretary said, 1 I am curious how you are goi ng 
to redistribute your shlpoi ng, your torelgn commerce; what 
c~~nnela , which r iver a and what porta you wlll use t or your 
lcports and exports . • Dr. Hsu answered, 'Flrst Hongkong; 
ln aplte ot the blockades we can get there . Second, I ndo­
China and, third, the Northwest t hrough Rusuia. 1 

HU,Jr : remarked, 1 Ae I understand it, when you go 
U'l) from Haiphorg on the railroad to Yunnanfu, you have to 
go by t rucks . • The Ambassador ansYiered, 'Yes . • The Sec­
r etary t hen i nqu1red "Is that highway under your control? • 
The Ambassador answe;·ed •Yes . • HM,JJ> asked , "I understand 
tr~t t he port of Hongko~g is t err ibly overcrowded. " The 
A~bnssador r eplied, •tee . They have to work double ~h1fts 
to unload . • When t he Secretar y 1nqu1red, "They don t 
try to stop any eh1p e except Chinese ships?' , Dr. Hsu r e­
Plied, "Yes. Thus far . 1 

The Secretary then concluded t he meeting with t he 
~~baesndor and Dr. Hsu by sayi ng t o the latter, 'I appre-
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c1ate your giving me that mueage from Profeuor Buck 
nnd I will get orr a cable t o hi m tonight and hope that 
he recoi vee it · • 

Tho Ambassador and Dr. Hsu left and HM,Jr said 
t o ur . Hamilton , who remained, "They a re trying to make 
a cont aot between the Generalissimo and myself, I am 
not goi ng t o encourage it. I did not ask for thla in-
terview. When we were working on the monetar y t hing 
I 11as oerfectly willing to have t hem contact me , but on 
anything e l se I feel that they should work directly with 
the State Department . If I wnnt to know something about 
mana I will cal l on you. We still get cables from Nichol-
~"· I doubt whether I will see thla fellow , Dr. Hsu, 

.s 8£ain. • 

163 
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TREASURY DEPARTMENT 

WASHINGTON 

.. 
Honourable Secretary »orgenthau 

Secretary of 'l'reasury 

Washington, u. C. 

Dear Kr. Korgenthau: 

Nanjing 

~gust 22 , 1937 

I t ake pleasure i n introducing 

Dr. Leonard Hsu who is now representing the Cbine~e 
. ·• 

Government on an important mission and who is a· fr iend. 

He has much in~ormation on the in· 

side of the present situation whi ch he has given me 

but which i s inexpedient to send by message. I have 

asked him to frankly pass it on to you, I think i t 

would be a good plan to have him see President Roosevelt, 

~ecretary Hull and Secretary Roper. 
Dr. H~ represents .adem China 

and his spi rit conveys the spiri t of the the China of 

to-day. 
With best personal regards, 

;:lincerely yours, 
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pAJW>BBASK Or TILIGfWl RIO&lftD 

JROM: Aasrican llabaeay, Parb, rranoa 

.DATI: Sept•ber 23, 1931, AOOil 

JO.; 1338 RUSH 

FROM OOOBRAJ. 

1"5 - 0 

Yeatarday the Fr eoob. control epant tb.ree hundred a1ll1011 

trance of fofeign exob&zli• in b.ol41Di the 1 eleotoral1 franc -

a. t era applied by a Lasar4 tra4ar. The control wae able to 

sell a f n franc a in Jew Yorll: yeaterd&y rnniug. Tb.la aoro-

1118 the franc opnecl ratb.ar noour&&iugly here after !ira 

cloling at Jew York. However, tb.e .u-ket eo011 raaotecl &Jill 

the control hae been yielding eterling with polioy of keeping 

r&te a little under 145. A policy of watching and wattilli 
b)' llal5 

18 being followecl by 11ost operatora. Thie forenoon/a Pari.-

J.aerioan Bank which ie operating for the control ha4 been 

obliged to yiald only 19,000 pounda at a rate of 144.9!5. 

The rmnecl tb.reat of aetallurgioal etrikea h&a cau88d eoae 

nerYouen••• here. 

At 11 o'clock I ha4 a telephone coureraatiOil wi th 

Pruidlnt Trip of the Jratb.erlande Bank in Aaaterdaa. Ooa­

ditiona there are oAla aD4 the outlook ia good, said Trip. 

Tb.ey b.&d not been entirely euoce11tul in the ooJIYereioa 

operation for tb.e Jretherland last In41ae, but tb.ia was 

&tiributecl to toob.aioal reasoas &114 u a&id he wae DOt 

worried about tt. Tile recent etook aarll:et craab.es b.e a&i4 

b.&4 bean beneficial in one way, tMJ 11.&4 aad8 everyoae 
for1et 
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!orie~ the i014 weare. !~e rreuoh !1D&D01al eituation, 

in Trip'• opinion, wae due pri.arilJ to internal politioe. 

He f elt thai if the Oo~ober 10-17 eleo~ione ehoul4 10 further 

Len it woul4 ll&ke the outlook •err 4hoourag1ns. The 

Waeh1ngion oonyeraatione intereete4 !rip; he aai4 he wae 

happf that the A.aerioane and the Briiieb. were 1n d.treot 

contao~. !rip aeke4 that I Yhit hiw in .uurtercSaa after 

I get back frc:. .,. Yhit to the United Statee. 

Tod&r Cobbold. h l•Y1ng Par ie !o'f Beleingfou. Inoi­

dentallr, on Septetaber 37 and. 38 the Soand.iD&Y1&n Central 

Bank go•ernore will hol1 a aeeting ~here. 

BULL IT'!'. 
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SEcrEtary of St ate , 

Washington . 

RUSH. 

CO OAT 

Paris 

DatEd SeptEmber 22, 1937 

Rcc 1d 2: 111li,p .m. 

1333, Scptcl!'ber 22, 7 p , '!l . (SECTIO!I ONE). 

FflO!: CCC!IDM' 

This afternoon I callEd on Bo.mEt and RuEff at U.in­

lstr y of r'inance to say goodbyE . ~t1n1ster Bonnet told 

rnc t hat hE had worked out for 1938 an honest ordinar.y 

budg£t which would b e found in balance without any 

"forcing" . HE said that peoplE were morE alarmed over 

French prices t han they sboDld be . He realized that French 

industry could not conserve t'l£ margin of profi t which 

now results from t he latest depreciation but he did not 

think costs would risE suffici ently to wipE out a fair 

mcasut' E of remuneration, From the budgetary and economic 

standpoint hE thinks therefore that a franc of from 140 to 

lSO to the pound is adc~uate . HE thought 160 would involve 

Excessive and uncal lEd for dcprca iation from the vi ewpoint& 

1r dlcatcd above . HE r eminded mE however that thE psycho­

lot ical factor wa s onE which could not bE count ed on and 

that i f not control led therE was no t elli ng t o wllat limit 

a currency 

167 

Regraded Unclassified



!~ 2- No . 1333, ScptEtibtr 22, from Paris . 

a currency might be lowered . 

Bonnet reminded mE that he was prohibited by law 

fro~ resorting to exchange control and that even if this 

prevcntat1vc did not Exist he would not be a party to 

putting exchange control into Effect or to resorting to 

economic auto1•chy. HE rtalizes t ha t cooperation with t h£ 

Un•ted States and Great Brita~ involves avoidance of 

t he E two mca:;urrs. 

I told the lo!inistcr t ha; ccrt•.in Ercr.Cih financial 

writers were interpreting his spE.;;h of l!onday nig'lt as 

pro: isi'lg that France 1 s gold stocks would bE prcso;::-ved 

as 11 war chest and not wasted in de fens" of the franc . He 

corrected this by emphasizing that he did not i ntend to 

lEt t he stabilization fund exhaust its resources which 

he distinctly listed scporately from those of the Bank of 

r'rance in maintaining thE franc at an uneconomic level. 

It •···~ bE foir to int'cr that the Uinistcr would bE soll'e ­

wr~t reluctant to draw any further upon the resources of 

the Da."ll< of FrancE for rcplEnlshing thE stabilization 

fun6 . Bonnet remi nded mE t hat if thE franc were dcfinit£ ­

J.y stabilized at its prEsEnt l evel, revaluation of the 

gold reserves would be amplE to repay advances madE to the 

treasury by the Bank of France . 

CSB BULL ITT 
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SEcretary of StatE, 

\7ash1nr,ton. 

lf~ 

COD AT 

Po ria 

Datrd StptEmb£r 221 1937 

!\~old e : 47 p . m. 

13331 SeptEmbEr 221 7 p . m, (SECTIOtT TIVO) 

r:c said hi s TrEasury nttd 3 wcrr guaranteEd for thE 

next few months and that he wt>s satisfiEd wi th thE budget­

ary outlook i n 1938 Except for the fact that no nation i n 

this tir.IE of reannamEnt can te:ll exactly 11hat its extra·· · 

ordi:: ary budget is going to bE obligEd to carry, ThE llinis­

ter would make no morE definit e commitment with regard to 

the fUture of thE franc tban 1~dicattd in thE forcgo~g 

statccnts, 

Rueff thought that t h e present franc was satisfactory 

frorJ moat viewpoints except perhaps that of cost of produc­

tioa . a e f'ccls that t he social legislation most particu­

larly thE forty hour week has irolposed a charge upon French 

industry which certainly necessitatEs a franc as weak as 

prtsc~tly obtains and probably even lower• He thinks this 

very point may cause an upset of' thE prucnt government to 

be followed by one probably headEd by Bonnet btmstlf' as 

prc~icr which would change labor legislation. With thE 

electi ons 
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t l tc t i ons coming on and so many f ac t ors t o bE considErEd 

RuEff t hou(lht it impossiblE to be any mor~ spEcific in r E­

gar d t o thE f uturE of thE franc , HE rEassurEd mE howevEr 

t h:l t FrancE was gai n i ng no unfair compct i t ivE ndvnntnf!.E tn 

thE dEprEciation so far accomplishEd. 

170 

RuEff was VE r y much inttresttd in t hE Mor gcntbau 

Phillips convers ations sincE with t hEir cominS just a t thE 

t l.ot of thE Frsnch crisis thEre is o trndtncy on thE port 

of cer tain obs ~rvtrs and pa rti:ularly f lnanc t nl wri ~Ers to 

n pect EithEr a d Ec l.s l.on f rom thE Am Er I. can and Br i t t:Jh port-

nErs i n t he tripar t itE Of!.rtemcn~ with r esp ec t to thE franc 

or .l3tErial assist ® cE from t h;:aE two ptl t ~ners .in favor or 

t hE third, As i dE from a Br it isl\ utEnston of thE bo.n\<l.n!l 

credit RuEff had no suggestion to makt as t o any conc rE~E 
ht l ? t hat was poss iblE but hE remindEd mE that outs idErs 

wErt l.;:lclinEd to expECt more f rom thE t ripart itE agremEnt 

t han thosE of us on t hE i nsidE , HE was a lit tlE nervous 

lEs t consid ering t hE dif f1 culty of any concretE ass i s t ancE 

bti ns pr omised from t hE Washirgton meeting and consi.dErtnS 

thE abs enc E of a French rtprcstntat iVE whatEVEr stat ement 1r 

g ivEn out at t h E conclusion of thE talks might bE interpreter 

as unfavorablE t o t hE franc . RuEff was much interestEd i n 

obtai ning rrom me detai ls in r egard t o t hE position of GEn­

Eral managEr of t h E BIS and with rEs pect to l tvins tn BasEl , 
Control 
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Control continuEd to support tbt franc at 144,95 

this aftErnoon giving up cons i dErablE stErling but not so 

much as yEstErday , By official intErvEntion thrEE months 

ratE ltBS brou&ht down .to fiVE aJ?-d thrEE quartErs but lahr 

lapsEd to six and thrEE Eighths , ObsErvErs say control 

was o~ly sEllEr of stErling and buyEr of francs on thE mar­

kEt today ~d trading continuEd fairly narrow awaiting dE­

vElo;>~Ent s , (End mEssagE) , 

BULLIT~ 

CSB 

'I 
\ 

. . .... . 
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FBOK: A.aerlcan lllba117, Parle, J'rancol 

DlTE: Septeaber 22, 1937, 8 p.m. 

NO.: 1:534 

STRICTLY CONFIDDITIAL FOR THE SECRETARY AND THE 

SECRETARY OF THE TREASURY. 

I refer to my telegram or September 21, 8 p.m., 

No. 1323. 

Today 1n t he course or a conversation with Bonnet 

he made t he following remarks to me - I was caretul, dur­

J.ns this conversation not to allude 1n any way to my 

conversation with Konlok, 

Bonnet expects that during the next tew weeke t here 

will be a widespread demand tor exchange control. He 

told me he had not yet eeen Blum with r egard to t .hle 

question, He expr essed the belief that in opposing ex• 

change control he would have the personal support of 

Blua, However, he was not sure that Blua could oarry the 

Socialist part7 on that program. 

Bonnet hlmsel~ ie violently opposed to exchange 

control; he does not think it could be eetabllehed erreo­

t1vely in France without 1mpoe1ng a virtual dictator-
of power 

ship, The door/would be opened to de la Rocque and the 

Orcix. de F~ through the tmpoeit1on or exchange control. 

The whole financial prQ61'UI of tbl preeent Gonm•ent 

Would be affected tbereb7, since the obJect of th1e 

Goven1aent wae to p • reetore confidence and tbue 

produ.ce 
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produoe a return ot capUial. The greater portion ot the 

11quid capital ot Franoe wae in tligbt abroad a' the 

173 

present time. Bonnet eaid he believed that Frenob tligbt 

capitel abroad to~ amounted to 150,000,000,000 trance. 

This tlgure was higb, and I questioned it; Bonnet 

reduced his eetimate to 120,000,000,000 and t1nall.y eaid 

he was certain that French tl!gbt capital abroad amounted 

to lOO,ooo,ooo,ooo trance. I asked Bonnet whether in 

h1s opinion more than halt thie eum wae 1n our oount17; 

be said be did not think eo, that there waa an enormoue 

amount ot French c&pitel 1n Switr.erland. 

None ot th1e capital would retum ehould exchange 

control be imposed; it would be entering a t1nanoial 

mouse trap it it did return. 

I wae told b7 Bonnet that he and Chautempe would be 

greatly strengthened 1n their oppositi on to exchange 

control it they oould say contident1all)' to their 

colleagues in the Minietr,. and to other leading poli­

t1c1ana that t h e United Statee and Gre~t Britain would look 

on such act1on by the French as .a violation ot the spirit 

and letter ot the Tripartite Agreement, and that t1aan­

c1al collaboration between t he three great d .. ooraoie• 

would be ended thereby. 

I speoi!ioall)' aeked Bonnet it be wanted me to 

paee this mutaae on to the Unlt.ld Statu Go'flrllllent, 

and he replied emphat1oall)' that he wanted ae to do thi1. 

He e:tpreued the hope that the Prelidlnt, Seoret.ar)' Bu1l 
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3eoretar.J Korgentbau, and all other officials, 1n &nJ 

oonnreatlone with aembere of the Prenoh blbae~;r 1n 

Washington, would make it clear that the Governeent of 

the United St.atee would look on the 1JDpoe1t1on of ex­

change control in France ae a complete breach of the 

Tr i partite Konetar,y Agreement. He felt 1t tould be 

valuable, he eaid, if I could be in the position to 

1111.ke euoh a statement to Chaut•pe and to hlaeelt; it 

would be of even more aeaietanoe if the French Embeee;r 

ln Washington could r eport b;r oable that the American 

Government took t~ view. 

Further, Bonnet said that he f elt confident that 

the British would take the position be was asking us 

to take; be had had a talk witb. Sir Robert Klnderela;r 

today, and Sir Robert had told h1m oategorioall;r that 

he wae certain that not onl;r would the Bri tieh Govern­

ment regard exchange control 1n France ae a breach of 

t he Tripartite Agre8lllent, but also the British banker• 

would not extend or renew a single pound of the French 

loans and oredlta which are outstanding in London at 

t he present time. 

The tundllmental oauees of the weakness of the franc 

were then dlsoueeed by Bonnet an4J mJBelf. Bonnet 

talked 1n a manner not dieelailar to tb&t 1n which lloniok 

had talked to me last night. The -1n oaueee or the f!9ollo 

weame•• 

174 

Regraded Unclassified



weatneee, Jle •14, Wfte WlqllenioMlllf f.-z of war 11a 

Europe an4 the preeeldl 0oYft•eat 1e 4epe4eDOe oa "'w•aht 

vo~11 which lloeoow oontrm.le4, Boanet allu4e4 ~o tile 

rather Yigor01111 reu.rte of Obaut~a~pe recar4iq the BOYin 

Union. Be 1D41oate4 that he penon&ll)' would not be 

optiaieU o eo loq ae tile J'renoh Ocwft-nt 9pea.4e4 on 

Co-.mllt Yotee, 
-~- -lloniok wae 110re epeoifio and 110re e.ph&Uc than Bonnn 

in hie r~te, 'but the differaoe -• not oae of .u~ 

stance but one of 4egr ... 

DD or DSSAGI. 

BULLift, 

&A,unr 
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Reo~lnder of tooics for ~eaible diaouaeion with Sir Frederick. 

1. Proposed bill for raising reserve requirements against 
foreign deposits. 

(Copy of bill pretaced by brief summary of contents and 
br i ef statement of pertinent factual data attached.) 

2. Tentative proposals designed to impose higher taxes on 
forei gn i nvestments i n the United States; to be discussed 
i n detai l by Kr. W4gi ll i f Sir Frederick i s int erested. 

} · Exchange of information on Russian gold production. 

Possi bly the British Treasury has access t o some 
informati on with r espect to Russian gold producti on whi ch 
they would gi ve us. 

At tached i s a statement or U.S.S.R. gold holdi ngs 
here and the i mports ot gold from U.S.S .R. into the 
United St at es and into U.K. 

4. I nf ormati on with r espect to foreign holdi ngs i n U.K. 

Attached i s such information as i s available to us. 
It would be interesting to us if we could know the British 
Treasury estimates of sterli ng deoos1ta i n London ot 
foreign countries. 
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TREASURY DEPARTMENT 

Secret a ry Morgent hau 

!Jr. Haas 

...... 

Subj ect : Prooosed bil l to increase reserve requirements 
on foreign deposits 

1. Su... .ar y of the nrooosed bill 

c . Tne Board of Governors of tne Federa l Reser ve 
Banks will hAve t ne nower t o establish the reserve 
ratio reouirements ainet forei n deuosits uo to 

0 oercent. 

b. Reserve requirements against foreign deposits will 
apply to a ll banks in the United States, whether 
member banks , non- member banks or private banAs . 

c. BnnKs wit h total deposits of less than $10 million 
are exempt . Deposit amounts of J.ess than $7500 
ar e exempt . 

d. Banks , except the Federal Reserve Banks, can be pro­
hibited from accepting deoos i ts from forelsn central 
oan..ts or foreign governments . 

e. Banks subj ect to t he law are r eouired to subc it all 
inf ormetlon about foreign de?oeit s that the Board 
o= Governors may reouire . 

2. There a re Ql. &+bllllon of foreign deoosits now in United 
St'< tes banks 

$ 200 are i n Federal Reserve Banks 
~60 are in private banks 

1 , 030 ar e in New York member banks 
110 are i n other banks 

;?1, 560+ 

177 

. Only a small part of foreign deposits are in banks of lese 
teen '10 mi llion total deooeito, and only a srne.ll part are ln 
accounts of l e es t han $7, 500. 
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P'tJJPJitl, 

TO Board or Gove:rDOra 

f1QI .11r, Vut 

JUIIAI 29, 195'7 

SI1BJICT1 llerlHCI ~ ot Bill 
lleprdiJlc lleaanea jp!Jwt 
Foreicn Depoai ta 

'l'bere 1a lllll:aitted herewith tor tbe lntor-.tion or tbe Board 

Oftbera a brief noo-tachDical 11UaU7 in rerlatd forra of tbe 110re 

important prov1a1ona ot tbe propoaed Bill to reculate bank reaanea 

ap.l.nat t'oreicn deposita. There 111 &lao wt.itted a cow ot a re­

l'iatd dratt ot tbe Bill itaelt. Tho dratt, ot ~ ... ia still in 

11ft IRlCCe•tiona. 

Att4cbeanta. 

llespecttul.q, 

(51ped) Oeorp B. v .. t 

Qeorce B. Veat, 
Aaatatant Oenoral Cowlael. 
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£Q.!ll.Q~!Il!.l! 

JWW! 29, 19S7 

BEVISED S!JM!!ARY OJ' BILt TP REQ!ILAIE. BANK !!!SERVES 
AQAINST FOREIGN DEPOSITS 

Th.ere is set forth below a 8UIIIII&J')' of tile principal pro­
viaions of the proposed bill to regulate bank reservee against 
foreign deposita. The bill 110\lld be in the f ont of an eddi t.ico of 
• new section to the Federal Reserve Act known ae section 19A and 
the referencee below are to aubeeetiona of the new section. 

Reserves against Foreign Depotitp 

Every bank in the United States or ita territories or 
posses~iona, having total deposits of all kinds aggregating more 
than $10,000,000, would be required to maintain against ita for-
eign deposita a reserve balance with the Federal Reserve bank equal 
to such percentage of ita foreign deposita aa the Board or Governors 
or the Federal Reserve System may from time to time require. 
(Subsecs . (a) and (b)) 

The law would not apply to a bank whose total deposits are 
len then $10, 000, 000, but would affect every bank having deposits 
or more th!UI this amount, whether or not a member of the Federal Re­
serve Sys to11 nnd including in the tent "bank" every person or or­
gani zation engaged in the busineaa of receiving depoaite. (SUbsec. 
(a)(l)) 

•Foreign deposits• are defined to Man those (a) of a 
per son who 1s not dooaicUcd in the United Stetea, (b) of a corpora­
t ion or other orgllllization organized abroad or having ita home of­
fice or princi~ office abrond, (c) of a foreign central l>ank, 
foreign government or politicnl subdivision thereof t or (d) of a 
for eign branch of an American bank. (SUbaec. (a)(2J) 

Reaervo bul.ances required ngainat forei cn deposits must 
not exceed the nmount of deposita again at which they are required 
ond must bo uniform as to all banks having foreign deposita. {SUb­
sec. (b)) 

Different reserve porcentegea II&Y be prescribed, however • 
•cat.nat for-eign dezoand deposits, savinca deposita , 1111d tiM depo1ite 
and against f oreign deposits of banks located in centrAl reserve 
titi va, reserve cities, or elsewhere. (SUbaec. (b)) 
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A me10ber bo.nk of the Federal Reserve System which would be 
ri'C(uired under the new law to maintain reserve balances against for­
eign deposits would be excueed trom cart'71nc reserves against f oreign 
deposits under tbe oo. exieting reserve reQuireaenta of tbe law, 
(SIIbaec. (b)) 

Deposits of Foreim Cantral Banks and Foreim Qovert~~~ents 

The Bonrd of Governors would be given authority to require 
tlla~ all deposit balm1cea JDAintained in tbis country by foroisn 
contr~l banks and foreisn governments be carried in a Federal Reoorvo 
lloulk, by prohibiting orry otber bank from receiving such deposita. 
This au'.hority could be exerci'sed by tbe Board from time to time 
whenuvor it f ound it neceoaary to do ao. (SUbsec. (c)) 

Such probil:ition again3t banks otber tban Foderal Raaerve 
bonita receiving deposita of foreign centrul banke or foreign govern­
Mnts 'IIOUld not apply to bonks bavlng total deposits of less tban 
tlo,ooo,ooo. (SUbeeco. (a) (1) 9.lld (a)(2)) 

Obtaining InforJDAtion as to Foreign Deposits 

Each bank cubJect to the new law would be required to fur­
nlab from time to time to tbe Federal Reserve bank such reports and 
inton:~ation as tbe Board 'llll'.Y require witb respect to tbe bank's de­
p.~slta and depositors or otherwise for tbB effec~ive administration 
of the law, In malting such reports a bank would be entitled to rely 
upon information which it lfl8J obtain in good fftith from its foreisn 
depositors or their representatives or ngents. (Subae~. (d)) 

Penalties 

llanks would be prohibited from usinf! tbe mails or tm1 
instrumental! ty of intarstata or foreign commerce in order to effect 
ally act with respoet to a foreign d&poait unlcu it is at the tiM 
ccaplying w1 th tbo roquirM>ents of tha new law. 

A bonk would be subject to a penalty of t per day 
for violation of orry provision of tbe new law or any regulations is­
rued thereundor, and thie lllDOWlt could be collected by tbe Federal 
Reserve bank by eu1t or o~herwise upon direction of the Boerd. Also, 
tho Board could diroct 11 Federal Reserve bo.nk to bring suit t<> enJoin 
~ hank from violating the law. (b'ubaecs . (e)(l) nnd (a)(2)) 

1ao 

Regraded Unclassified



- a -

Any depositor or repreaentatin or apnt tbereot 'IIIlo, wit!! 
J.ntent to cleoe1va, li.,aa !alae intoration or coac~ala intoration 
tro111 611:/ bank which 1a encleaYOrillc to obtain intoration 1D order to 
c011ply with th~ a.w law woW.cl be auilv ot & ailcl-t.nor t.nd subjoct 
to fino. (Subaec. (e)(!)) 

Rtrnl •tiopt bY tbt Bol£4 

The Board would be 11.,. autboriv to det1De t.na Uld to 
prescribe rules &Del ragul.ationa neceaauy 1D order to atteetuate tbe 
purposes ot t!18 law &Dd to preYeDt a.,..aiou tbaraot, 1Dclucl1D& ~ 
l ations .... 4oh' •tbod ot cletera1niJic whether a b&Dk'a deposita are 
110ra or leao then $10, 000,000. (Subaac. (&)(4)) 
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(Co!\fideDt.1o.l ProHMnary Dra!'t) 

June ::9, 193?. 

A .IHid, 

To rogulnte bw reaorves against foreign deposi ta in or.der to pre­

vent or ol. t.igate injurious oredi t expeneion or con tract.1on or in­

jul'ious of~uoto upon the foreign trade or co•orce of the 1lni ted 

Stat.a, Md for other purpoaes. 

Bo it pcted by tho Sepatf and HoUft of Roprosontetivep Of 

t.~v United :.tatos of America in Congrou auoablod, '!bat the Fadora.l 

R.:.sorvo Ac ~ is a;aondcd by inserting thoroin, Uuoodio.tel,y following 

section 19 thel'eof, a ne1r section readill8 as t'ollo1r31 

"Section 19A. (a)(1) The word 'bank', as used in this 

secaon, shall m....n 9J1Y porBOn, firm, corporation, o.ssocia­

Uon, businoas trust or other aiailar organbat.1on, including 

81\Y branch or agency tboreof, eogagod in the Un1 tod States 

in tho buGinoss of receiving depo:site subject to check or to 

NIJXll'IIOilt upon presentat.1on of o. pass boot, certificate ot 

doposl t or other evidonce ot dobt or upon request of the de­

positor, (ll[Ccpt a Pedoro.l Reeorvo Lwlk; providod that tbe 

roqui.rumonts of aubsootion (b) l.llld subsection (c) of this 

3~Ction shall not apply to o.ny bank bnving aggrogute doposits 

of all kinds in on uount not oxcood1ng $10, 000,000. 

~ ( :!) ?llo tora 1 fo-:cign deposita' , ae 

llllod in this soction, sbnll moo.n doposi ta, IIIDodo in or po.yablo 

in tho United States, standlog to tbo crod1t ot or in tlhich 
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oey po.rt of tho benelicinl intoroet 1a in, (A) 4111 porson who 

is not dolllio1lod 1n the Ullitod States, (B) aey firm, corpo­

rotio~, osaocintion, buainese truot or othor similar organi­

Zd Cion which is organized undor tho laws of o foroign countr.y 

or t.Mch hAs or aaintnins ei thor 1 ts ho110 office or 1 ts prin­

cipol office outside of the Uni too Stoteo, (C) aey foreign 

contrnl bnnk or ney foraign govol'IIIIOIIt, Whether such cloposite 

oro e cle by or are owing to such foreign governaent clirect.J¥ 

or indirectly, (D) aey poll tical subclivieion of arq foroign 

govornaent , (E) arq bank's branch, agoncy or offico located 

~utoldo of tho United States, whether ouch deposits aro in an 

of f ico of the parent bank or in arq other bs.r.lc, and (F) arq 

other porson, firm, corporation, associAtion, businoss trust 

or other uilllilar orge.niza tion ll&lcing or IIAI.nteining ouch clo­

poai ts f or the purpoae of evacling the provisions of this 

section, either at the instance of or on beball' of or aa an 

1ntonaediar; of aey porson or organization of the ldncl spec1-

f1ocl in clause (A) , (B), (C) , (D), or (E) of this sentence 

or ot.horwiae. 

n ( 3) l'lhe1·ev;:,r the ton 'Uni tocl Sts tea' 

is uood in this section in a goographic8l sonee, it shall be 

hold to moan tho Stetos of tJto Unitod Statos &ncl tho District 

of Col1111bia and tho terri toriea , clopondencies and posaessiona 

of tho Unitod States, includi.Dg tho Cannl Zone. 
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•(4) '!he Board ia ~utborbod £rom time 

•.o tl.llo, l.n ordor t.o oft'Xltuo.to tho purpoaoe of thie section 

nnrt provou t ovaoiona thoreof , .t'Urthor to dotino the tol'lll 

•blink ', 1foro1gn d.eposits• or 1lJnitod Stotoe• , to doi'ino 

>thur tame uaod in t.'ds sootion, and to proscribe such 

rulut• end regulations cs it~ dooa nooeaa.uy. Such re~ 

14t.J.ons WJ:J include 111110ng othor thinge proVisions es to tho 

"" U!od of dotor•lnlng from till.) to t1.ao tho oagregnto d&-

pos1 to of all lcinda of ~ b..'lllk and na to the dates or 

periods with respect to which such deteml.nation shall be 

111ndu from . tilDe to time for the purpcaee of this eection. 

11 (5) Tho tom 'Bo11rd•, 11s u~od in 

this aoct1on, shall mean tho Board of Governors of the Fed­

eral Roservo Syate.. 

•(b) Every b4nk a.b4l.l establish and 

IOAJ.ntain l'litb tho Federal. RoaorTe b4nk of tho district in 

chich 1 t la lOCiltod 11ctual net blllMcos oqUill to such per­

centllgoo of 1 ts foreign dopoai ts 4D tho Bollrd u;y tr.. tille 

to t i110 dotol'llline to bo nocoa~ and proscribe by r egula­

tion iu ordor to prevent or m1 Ugato inJurious crodi t ex-
• 

pension or ccntr.ootion or to prcvant or llitigato inJurious 

ofi'oc to upon domostic crodit conditions or upon tho tor e.ign 

trodo o.nd COJ:INl'Co ot tho 11ni ted Stotoa which ~ be caused 

by the inflow of gold into or the outflow of cold ti.'Oa the 
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Unite<! States or which u.y be oaued 'Dr cbaD&e• in the 

UIOunt of foreign depoei te in the 11nited States. The per­

centages authorized to be prescribed b7 the Board b)- thia 

uubseotion ahall be uniform ae to all banta having foreign 

dopoei ta and aay be appliod to foreign deposi te which are 

doiiNid dopoai te • a<>vingll depoaU.e, or other U.. depoai te 

or 311 of t.b•, and ditferont percontacoe -.v be required 

w1 th roopect to INCh clAsaoa ot toroign dopoaita reapec­

Uvoly and ditforont porcontapa u.y be required with re­

spect to foreign depoai ta in benlta loe&ted in ceotrel re­

dorve cities, reserve ci tie a • or elaewbere 1 but the re­

quired uount ot such roservo balances shall not oxcead 

in 11\Y case the amount or foreign deposita against which 

tbQY are respectively ~uired to be u.intained. A -ber 

bank of the Federal. Reserve Systea which 1a roquired to 

IDI11nt4in rooorve bel.ancea against foreign deposits under 

thl.a section ahall not be required to uintain "111 roaarve 

bci.J.anco Apinut aucb foroign depoeits purii\Wlt to the provi­

sions of section 19 of tho Fodorol Roaervo Act. 

•(c) llo bcmk ahAll accept or maintain an:r 

foroitp~ deposits ot tho kinde spoc1f1ed in clauao (C) or pare­

graph (2) ot aubaoction (a) ot this aectioo except to the extent, 

1f CU\1, u uy bo porm.ttod under INCh reculatioos, conditions 

and l ial.tetiona as the Board ~ tro• tiM to tiM determ.Da to 

be neceeN.l'T and prescribe in order to preT4111t or llitipta 
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tnjuricua cr edi t expansion or contraction or to preveet or 

•1 Ugn te injurious effects upon do~~~eatio credit conditiooa 

or upon tho foreign trade and oomerce of the United Ste tea 

which may be caused b"j the inflow of gold into or the outflow 

of gold from the United States or which moy be caused by 

chu.ngea in Ute amount of foreii!Jl depoai t a in t he United State a. 

The prohibition of this subsection aholl not be effective ex­

cept during such periods of tilll8 aa the Board a ay deteralno 

to be necessnry and fix, by tbe rcgul.ationa which it is au­

thorized to prescribe, in order to cnrry out the purposeB of 

this subsection. In additi on to the authority contained in 

subsection (s) or section 14 ot the Federal Reoerve Act, any 

Federal Reserve bank i s authorized, subject to ouch regula­

tiona, restrictions and lt.itations oa the Board may prescribe, 

to receive foreign deposita or the kinds specified in clcuse 

(C) of porogr3pb (2} of subsection (o} of this section during 

such periods of tiae as any bonlt rJ4Y be pre•ented, liaitad or 

restricted tro• receiving such deposita pursuant to the provi­

sions of this subsection. 

"(d) Eech bonk subject to the require­

ments of subsection (b) or subsection (c) of t his section or 

which nppoars to the Board lillY be subject thereto aball fur­

nish to the Federal Reserve bonlt of the dbtrict in micb it 

1a locat ee, or to tbe Boord U the Board ao preacrib.ea, such 

reports and otber inforaat.ioD aa the Board aball deteraine te 
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be necea•D.l"Y ond shall require wi tb respect to deposit s and 

de_1oai tor a or othenriac tor the purpose or the proper lllld 

effective administration of this section in accordance with 

ita purposes; and in complying with the provisions of this 

u ntenco no bank shall make ony f n.lae statement or report or 

give IUIY f alse infoi'Dilttion or fail t o disclose My material 

fact. E,_ch bank may obtain from ita depositors or their rep-

reaontatives or agents such information or statements in the 

f ono of attipants or otherriee ao IIISy be neceasc.ry in order 

to fllmiah the r;;po":fs an~or intoraation which the Boord 

1114Y require pursuant to the provisions of this subsection, 

nnd no bank in classifying its depoai ta or in furnishi.n~ re-

porta or information pursuant to this 8\lbsection or in taking 

any other action necessary tc conform to the provisions of 

thit section shAll be considered to havo viol~ted or foiled 

to co:opiy with any prohibition or requireaent c-f this section 

or regulation isS\Ied pur8W'nt thereto it it d~es so in reliance 

upon 4Dd in t>.ccordance with information obtained by it in good 

faith troa ita depositors or thoir r~presentatives or agents 

unless it knows such intot'at1t.ion tc be false or has knowledge 

whi ch wo.Ud put a prudent person upon inquiry and wo.Ud if 

inveatigt>.ted with reasonable diligence lead to the discovery 

ct the falsity of the 1ntor11ntion ao obtained. 

•(e)(l) No bonk ehall, directly or in­

d1rectly, I'Otllte use of the ...Us or any IM!ti.DB or inst.rwocntelity 
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of intersteta or foreign e~rea in order to otrect or at­

t.ecopt to effect llllY &Ct with respect to a foreign deposit 

unless such bc.nk at such time 1a complyin& wl th all the re­

quiraoents of subsections (b), (c) ond (d) of this section 

and of IJ:llY reculat ions iasuod thereunder. Any bank which 

violates or ta!la to comply w1 th any prohibition or requ!re­

~ent of thia S$Ction or any prohibition or r equirement pre­

scr i bed by the Board pursuant to the provisions of this sec-

tion shall be subject to a penalty of $, _ _ _____ _ 

for eech day during which such failure continuee, which, bJ 

direction of the Board, a ay bo collected by suit or other­

wise by the Federal Reserve bank of the district in which 

such bnnk is located . 

• (2) Whenever it shell appear to the 

Boord that IJ:lly bc.nk is engaged or about to engaae in any acts 

or practices which constitute or will constitute a violation 

of tbc provisions of this section or of IJIIY rule or regula­

tion therwndar, it ~ in ita diacrotioo require the Federal 

Renerve bc.nk of the district in which such bank ie located 

to bring, IJIId thereupon the Federal Reserve btJ:lllc ahall bring, 

n suit to enjoin such aota or practicee, and upon a proper 

showing a penu.nent or te.porary inJunction or restrain!ng 

order shall bo uantod without bolld. AnY au!t authorized 

by paragraph (1) or (2) of this subsection ehall be duelle(! 

to be a au! t to which a Federal Reserve bank ia a party 101 thin 

1tl8 
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the a e&ning of section 25(b) ot tbe Federal ReaerYo Act. 

"(5) Any depositor or representative 

or ngent thereof who lllllkes r.ny f'o.he ato.teaent or gives any 

rolse information to any bnnk, or conceals any information 

from any bank, w1 th respect to o.ny matter regarding which 

such bank is endeavoring to obtc.in information pursuant to 

the provisions of subsection (d) ot this section or regula­

ti<>ns issued thereunder, with intent to deceive such benk, 

any Federal Reserve bank, or tho Board, shall be guilty ot 

a IIIJ.aduaanor and fined not 110re than $. _____ _ 

•(f) I f any provision of this section, 

or the applicntion thereof to any person or circumstances , 

i s held invalid, the remainder of the section, and the appli­

cati on of such provision to other persona or circumstances, 

shall not be affected thereby. • 
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Gold 1n U. S. S.R. 

Gold Imports from U.S. S. R. 

Totcl January 1, 1936 - July 1937 

Ionorts into United States 
!~,orte into United Kingdom 

(in millions) 

$175 
1,/ 12 
$163 

Stete Bank of U.S. S. R. funds on deposit with New York 
Federr l Reserve Bank SeptemberS, 1937· 

31llaneeo 
::;rrmarked gold 
Short term investments 

~otal 

(thousand dolla rs) 

3,692 
3,S77 
3. 500 

11,069 

~he bal ance sheet of the State Bank of U.S.S.R. on 
Januery l , 1937 reported gold holdings of 190,615,323 
chervontai or 3S1 milli on dollars. The Commiesarit for 
?inence is a lso reported to hold some gold and estlmates 
ot tot~.l gold s tocks in U.S.S.R. range from 50o-1000 mil­
lion dollars. 

130 
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Cash Reserve s Against Bank Deposits in United 
Kingdom, France, and United States 

Present practice in the United Kingdoc, France, and 
the United States. 

A. United Kingdom: 

(1) Joint stock banks. At present there are no 
l egal l y imposed caSh reserve requirements tor the Joint 
stock or pr ivate banks . However, the Big Five t radition­
ally maintain a reserve in the form ot cash in hand and 
rith the Bank ot Engl a nd which const itut es between 20 and 
25 percent of demand deposits . It very rarely goes beyond 
this narrow limit. 

(2 ) The Bank of England. The Bank of Engl and is 
allowed by l aw a fiduciary issue of L200,000,000 in notes 
and has to cover all its further issues, pound for pound, 
by gold. The amount of the fiduciary issue has been 
varied s everal t i mes in the last few years. The Bank 
hes the right , ~:i th consent of the Treasury, to i ncrease 
its fiduciary i s sue by not more than Ll5,000, 000 wit hout 
any speci al legisl ative permiss ion. 

(3) Reserve against foreign deposits. ED£l a nd at 
present has no reserve requirements against foreign 
deposi ts. Figures on foreign depos its with English banks 
are not published. The Macli illan Committee of 1931 found 
in a special i nvestigation that total deposits held on 
account of foreigners were L227,000,000 in Carch 1931. 
Total deposits, sterling bi lls, advances, a nd acceptances 
held on account of foreigners amounted to $560 million 
pounds sterling at the end of Uarch 1931. 

Estimates ot short-term liab1lit1es of London to 
foreigner s, tor the years 1927 to 193~. were published 
in a recent study •Problems of I nternational Investments• 
by t he Royal Institute of International Affairs. The 
figures they give for t hose years are a s follows: 

I 

f 
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1927 
1928 
1930 

- 2 -

(In mi11ion pounds) 

419 
503 
435 

1931 
1932 
1933 
1934-

235 
~02 

4~6 
(These figures are for the total at the end or the 
year. A discrepancy is to be noted between the 
figures given by the l~cUillan Report end those 
cited in the table above, and may probably be 
explained t hat on t he grounds between ~rob and 
t he end of the year there was a very large out­
flow of funds.) 

Since 1934 the London liabilities to foreigners 
have unquestionablT increased. They are probably '1 
within the range of about $3 billi ons. These figure~ 
refer to total short-term foreign investments 1n 
London. If foreign depos its oonstitute the same 
proportion of total foreign short-term investments 
as they did in 1931, foreign deposits in Engl and 
now cannot be much lese than a billion dollars and 
they will be more . In view of the very low interest 
rates prevailing on short-term funds , the likelihood 
ia that the proportion to short-term funds consist 
of deposits is not lese than it was 1n 1931, but more. 

According to the l ast report or the Bank for 
International Settlements, sterling assets held on 
account of nationals of t he United States, the 
Scandinavian bloc, South Africa, Egypt, New Zealand, 
Australia, India and the Irish Free State totallea 
L315 million, or $1, 575 million at t~e end of 
February 1937· This total does not include the bal­
ances of France, the Netherlands, Switzerland, Belgium, 
Japan and Russia and other countries which are known 
to have sterling balances in significant amounts. 

England might reasonably maintain that the cash 
reserves which she now holds agains t her deposits, 
foreign as well as domestic, are almost as high as 
those established here after the recent increase 1n 
reserve requirements. If England were to decide to 
impose a reserve requirement against foreign deposits, 
the requirement would have t o be at least 25 percent 
to, in effect, bring about any increased cash reserves. 
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. . 

( 

B.Y. Jr: 
H. 11erle 
cochran: 

H. li.Jr: 

C: 

R.1l . Jr: 

C: 

R. l!.Jr: 

C: 

H.M •. Jr: 

C: 

H.I!,Jr: 

C: 

How, we got your cable. 

Yes, sir. 

September 23, 1937 . 
10:25 p. m. 

And, the State Department people are here and 
also Sir Frederick Phillips. Now, we•ve changed 
this message a little bit and I ' ll read it to you 
again. 

All right. 

Ah -
"I thank you ror your message. I note with satis­
f action your affirmation of your continued opposition 
t o the adoption by Fre~e of exchange control. I am 
also glad to be inform 81 )OW eea )octiop -that from 
t he budgetary and economic standpoint it will not be 
necessary to establish a lovel for t he franc of over 
140 to 150 to the pound sterling. 

193 

"llay I assure you that I am following with sympathetic 
interest the efforts or France • ••• • • . - Before that we 
bad the Government, you see . " ··· · the efforts of 
France to cope with difficulties which I trust will be 
merely temporary. It is my hope t ha t your country will 
succeed in its endeavor to meet the existing situa tion 
wi thout recourse to any measures which are not in con­
formity with the spirit of the Tripartite Declaration, 
t he successful. operation of v:hich our governments so 
urgently desire. " 

Yes . 

Now, to give you a little background on t his . The 
British Treasury expect a call tomor r ow from t he French. 

I didn't hear that. 

The British Treasury expect a call tomorrow morning from 
the French in London. 

Yes. 

And they have to give them some ki!XI of an answer · 

I see . 
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a.u.Jr: 

C: 

!I.JA.Jr: 

- 2 -

And we'Ye worked this out tosether and we don't feel 
here that there is aQTthing in this that the present 
French GoverDllent or aey succeeding sovernraent could 
make public . 

How ' s that? 

Could not make public if they wished. 

194 

C: Well , of course, they have not been willing to make a~ 
public statement to the effect that they were going to 
hold the franc between 140 and 150. 

R.U •. Tr: True . But, in this reporti 1n both 
mentioned that 1n your cab e. 

C: I do, yes . 

H.li. Jr: Well. 

-but you 

C: But he seems not to be will i ng to give any indication 
to the market, you see, to the public . 

H.JJ •. Tr : Oh, but he did say that to you? 

C: Yes, he did. 

H.J.I •. Tr: Well, we•re just throwing it back at him, that ' s all. 
Bell? 

C: Yes. 

H . ~.Jr: I said we ' re just putting it back to him. 

C: 0~, I see. Yes. 

H.~ . Jr: Now, the way we feel at this end, we•re - we don't 
intend to make this public . 

C: No. 

H, ij, Jr: 

C: 

And, if the French are going to make it public we'd 
like to know it, that ' s all. 

That is , 1f they intend to make it public you want to 
know it? 

H.U.Jr: Yes, I 'd like to know it in advance. 

C: Yes. 
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a.u.Jr: 

c: 
f!, f,I . Jr: 

C: 

a.u .. rr: 

C: 

- 3 -

But at this end, as far as we tre concerned, we have no 
intention of •ak1ng it public. 

Yes. 

And I don't believe the British have either. 

They're willing to draw their next statement, are they? 

Well , they haven't - the Government hasn't seen 1t 
but I have reason to believe that it will meet with 
their. approval. 

I see. 

195 

H.IJ. Jr: But they'll receive this as a suggestion tomorrow, and 
they'll have to ~ake it and consider it. But, as far as 
one can tell, without having definite word, I believe 
that they're apt to accept it. 

C: I see . Your visitor is still there, is be? 

H.P,!. Jr: Pardon me? 

C: I say, the visitor is still there, isn't he? 

H.M.Jr: He t s in the room here with me now and I am looking 
right at him. 

C: I see . 

H.ll.Jr: And when I said that he nodded his head. 

C: (Laughs) Yes . 

H.U.Jr: 

C: 

H.U.Jr: 

C: 

H.ll.Jr: 

C: 

And -

Hello? 

Hello. 

Furthermore, we'll give a copy of this to Henry here 
in the French Embassy. We'll give it to him in a 
little while . 

Yes. 
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H.ii.Jr: 

C: 

H.M .. Tr: 

C: 

H.ri •. Jr: 

C: 

- --~-

- 4 -

And I frankly can' t see anything in this but it 
simply gives an expression of how we feel and simply 
throwing back at them their own words. 

I feel this - if you want my opinion any further . 

Go ahead . 

That the people here had no confidence following 
Bonnet 's statement . The reaction was quite bad . 

Yes. 

I don't believe a statement coming from you people now 
will greatly alter the situation. There is so much 
speculation against them right now and there's so much 

1~6 

unpopular spirit that I think there must be a political 
straightening out before there is any possible chance 
of holding the currency. 

H. 'i .Jr: Yes. Well - let me give y ou , so that you have my feeling. 

C: I see . 

H.M.Jr : we •re not doing this for t he public effect it will have 
in France , We •re simply doing it, first , because Bonnet 
sent us this message, and he ' s entitled to an answer; 
and second, because our other friends are in the position 
that they have to give an answer tomorrow. 

C: I see . 

H . ~ . Jr: Now, I feel that it' s most important that t wo of us are 
shoulder-to-shoulder in this affair. 

C: Yes . 

H. ll .Jr: And that that is more important than anything else . 

C: That ' s my idea, that it is so important that you people 
stay together. 

H.h! •. Jr: Pardon me? 

C: Your visitor there . 

!I, IJ. J r: What is that, Cochran? 

C: I say, I said the big part of our Tripartite agreement 
now is to keep the Aaericans and BritiSh together . 
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H. II.Jr: 

C: 

- 5 -

Well, we are together. 

As tar as this position is concerned, I think it'• 
almost hopeless . 

197 

H. II . Jr: Well , of course, ~ visitor here can•t commit ~elf, 
but as tar as he is concerned , personally, he and I a.re 
together . 

C: Yes . 

H.Y.Jr: And, or course, I don't expect him to commit his govern­
ment, but as far as he i s concerned Je ' rQ together . 

C: Yes sir . 

B.M.Jr: And , as I say, they have the situation t'hat they t~ove 
to meet at nine o'clock tomorrow morning . 

C: I se9 . 

H.IJ .. Tr: And if they take, I mean, 1t I was so situated, I 
imagine that they will accept this . 

C: I see. 

H.M.Jr: Because, I mean, they are under no obligations to 
accept it. 

C: Uh ~. 

H.'l.Jr: But - I mean - And if they do wb,y then once more 
two of the Governments are having a united front . 

C: Yes . 

H.JJ.Jr: Which, at this time, is, I think, the most important 
consideration. 

C: Yes. Absolutely . 

H.!l.Jr: 

C: 

R.II.Jr: 

And then the other consideration is what effect 
would this have domestically in the United States 
if it became public that all of us reel here that 
it would be all right. 

Yes . 

We simply again baTe expressed our s,.pathy with the 
P'rench and bave told tMa - juat repeated their own 
words, that's all. 
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C: 

H.W.Jr: 

C: 

R.I.I .Jr: 

C: 

H.M. Jr: 

C: 

R. l.l. Jr: 

C: 

H.!A.Jr : 

C: 

H.II.Jr: 

- 6 -
198 

Yes. 

And I don't see what else we can do. And just - will 
you hold on a moment? - But I wanted to let you know 
the ~eason ot this call is I wanted to let you know ho~ 
I felt so that when you delivered this tomorrow, person­
ally, you would have - be able to express to Mr . Bonnet 
how I felt . 

And You will cable the message to me tonight? 

Yes. 

- personally, will you? 

Dr. Feis is sitting here - it ' ll go of! at once. 

I see. 

Bello? 

Yes . 

Now just a moment, lllr. Taylor wants to say something. 

Yes . 

Just hold on. 

(Short pause.} 

H.~ . Jr : Mr. Taylor makes a very good point . Bello? 

C: 

C: 

R. II .Jr: 

Hello. 

This message will be sent to you with instructions to 
hold it until we hear from the British that it's accept­
able to thea. 

To hold it unt il I hear from the British that it is 
acceptable to them? 

No, until you hear from the State Department. 

Until I bear from the State Department? 

Yes. What we ' ll do, we'll s end t his over to you. 

C: Yes . 
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!I.Jt .Jr: 

C: 

H.M.Jr: 

C: 

H.I.! .Jr: 

C: 

R.U.Jr: 

C: 

H.M.Jr: 

C: 

H.lt .Jr : 

- 7 -

If we get word troa the Britiah that it•a nll right 
I'll aak them to uae the telephone am we' ll jus t ' 
phone you and say, •Release i t." 

Fine, I ' ll wait until I hear from you. 

Yes . 

Yes . 

We ' ll simply say to release it. 

Yes . 

You - you see? 

And I will get word personally from Bonnet -

That's right . 

- that until. I hear from he won't rel ease it. 

Yes , and we have no intentions of giving it any publicity, 
but it ha should decide to give it publicity we want 
24 hours • notice . 

C: And when you refer to his message, do you mean the 
information which he gave me and I sent forward in a 
message? 

B.!A.Jr: That, and the one from Bullitt. 

C: The two combined. 

H.M.Jr : The two combined . 

C: I see . 

B.l.I ,Jr: Yes . 

C: Fine. 

H.M.Jr: Now just hol d on please. 

(Pause for aside conversation.) 

C: Hello? Yes . 

H. II .Jr: What the people here say is, not to raise the publicity 
thing unless he does . 
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C: 

!l.II.Jr: 

C: 

C: 

H.!.I . Jr: 

- 8 -

I see . 

And take it perfectly tor granted that - that it's 
just a message between governments , 

I see . 

See? 

Yes , sir. 

Now Just bold on, please . 

(Pause t or aside conversation. ) 

200 

H.iA.Jr: Cochr.an, tbe point that we want to make sure or, and 
-'l'l' have to let you use your Judgment on the ground -
if there ' s going to be any publicity we want 24 
hours • not:lc e . Hello? - Hello? tcucks instrument.) 
Hello? 

Operator : Just a moment , please. 

H.M.Jr: Are you calling him? 

Operator: Yes, sir. 

H.J.l . Jr: He •s gone. 

Operator : Who? Fine - Something wrong? Can't you hea.r ? 

H.:.I.Jr: So tar. But ha ' s Just -

Operator: Oh, you mean he was cut off? 

R.II.Jr: Yes. 

Operator: Oh, wait till I get him back for you. 

(Very long pause) 

H.JA .Jr: Hello? 

Operator : I have him back. 

i!. !I.Jr: Thank you. 

Operator: Go ahead . 

R.K.Jr: Hello? Hello? 
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C: 

R.M.Jr : 

C: 

R.M.Jr: 

C: 

H.li .Jr : 

C: 

H.II .Jr: 

C: 

H.!.I.Jr: 

C: 

H.l.I.Jr: 

C: 

!I.!.I.Jr: 

C: 

R. I.I.Jr 1 

C: 

R. II.Jr: 

- 9 - 201 

Hello. 

Cochran? 

Yes. 

The point that t hey want to make here is that we take 
it for granted . ther e will not be any publi city, but -

For granted there will not be any publicity. 

Yes . But if he brings it up or 1f you feel troa his 
conversation that he is going to give it the publicity -

Yes . 

- t hat we want 24 hours to think it over, as to whether 
we want it or not. See? 

I see. 

See? 

Yes , sir . 

In other words , this is not one of those notes which 
we expected to give it publicity . 

I see . 

Ah - but as tar as I ' m concerned, personally, if it did 
get 1n the papers - I aean it wouldn't worry me, because 
it' s writt en so that there ' s nothing in there but what 
could be put on the front page 1f it had to be. 

No, it - it would worry him more than it would worry 
us, I should think. 

You•ve got it. You•ve got it . Now - ah - ab -
I had a chance while we were cut ott to check with our 
visitor and he said I stated his position accurately. 

Fine . 

Now, just a moment . 

(Pause , ) 

H.U.Jr: And - hello? 

C: y ea. 
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B.ll.Jr : 

C: 

ll.lol. Jr 1 

C: 

a.u.Jr: 

C: 

J,U.Jr: 

C: 

202 
- 10 

The State Depart.ent will aeDd you a contiraation ot 
rtrl instructions that you ahould not aaU untU turttwr 
notice . 

Not saU until turther notice. 

Please . 

All right, sir. 

Just a minute. (Aside: Wayne? - ) 
Well, go back and haYe a good night•• rest. 

All right, fine . 

Good night. 

Good night, sir. 
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SEcrEtary of Statt , 

11a.sh1ngton . 

1336, SEpt Embtr 23, 5 p. m. 

!<'":OJ ac . :1'0 'N 

CODAT 

Paris 

DatEd SEptEmbEr 231 1937 

REc 1d 2:38 p . m. 

?rn c.h control b Egan supporti-:~ • tr.\nC at 144.95 
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whtr tradi~g optnEd this morn1ng and has EVEn prEsstd ratt 

down to 144 , 8075 , Thtrt has bEEn littlE marktt rEaction 

in sy.npathy with thE official intErvEntion . Rral sEnti­

mtnt of markEt is sEEn 1n widtning of thrtt months stErl­

ing prEmium to stvEn and onE fourth, B11nk of Fran.:t 

statt~£nt as of StptEmbtr 16 showtd no ntw advancts to 

state and no significant chnngts ; covtragE 51 .81 vErsus 

52. 08, Ont p~ivatt banking informant has rtason to bE ­

l ieve , howEvEr , that.bc-..an now and End of month tht 

bank statEmEnts will havE to show ntw advancEs of at lEast 

four billion trance to t ht stat£ . 

Discussing thE ner vousnEss of thE tranc FINANCIAL 

Trr:::s, London, today said 1n part undtr monEy markEt notu: 

"As pointtd out hErE ytsttrday thE dismissal of tht idta 

of ExchangE rEstrictions by ~onsitur Bonntt was rEcEivEd 

favorably 

Regraded Unclassified



207 

~Bo 2- No . 1336, SEptEmbtr 23, from Paria . 

favorably but thErE ptraiats a virw that circumstancEs 

mny yEt prove toe strong unlEss , before nExt NovEmber , 

FrEnch nationals awakEn to the dirE ntoEasity for produo-.. 
i~g and Exporting mort in ordEr to adjust the tradE balancE! 

In criticizing policy of FrEnch control i .n improving 

franc aftEr BonnEt ' s spEECh Lombard, editor of FINANCIAL 

NEVIS, said in part writing Y/tdntaday EVEning: "Both yu­

tuday an\ t o .. t.y thE natural undErt.. nt o! thE markEt was 

advErsE ; c. thE franc but in &!Jltr . f t h!s th: authori­

tiEs artifici&.lly producEd an improvEmmt of thE rate . 

ThE art i f i cia: charactEr of thJ.s mo•;cmcnt wae so obviouo 

to markEt opEre t9rs tnat it could not d~. oci vf. l:ny b\~t thE 

most tin1id of b Ears . The b tar squeEzE wes carri Ed out 

with much vigour but unfortunatEly thE bEars rEf~~cd to 

bE sqUEEZEd. On tb~ contrary thE apprzciation of thE franc 

vtas accompanied by an inorcasE of thE speculative sElling 

prEssurE . " 

BULL I TT 

IY.VC 
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Between a1x and awen o' olook thh nen1nc. I Y1eUe4 

GoYemor Fournier and Oatiguel eeparatel)' at the Bank of 

France. Today the J'renoh control last two lnmdre4 e1ght,­

three 1111111on franoa of foreign exchange. Yesterday the 

control l oat two hundred three a1111on franca. and on 

Tu.eeday it l o at three hundred etghtec a1ll1o11.. fhua U 

hae been very ooatly to try t o make the frano appear strong 

after the apeech of Bonnet. There haa not been any dnelop­

ment of ehort cOYertDi• There wae an 1noreaae 1n the dia- · 

count on the forward :trano. 

lfhen I aaw Fournier he had just c011e froa a lODi con­

f erence with Bonnet at which they d1eoul8ed the queat1on 

of ra1atnc the off1otal diaoount rate. It ta the oonY1o­

t1oD. of teobn1o1ana of the Bank of J'ranoa that 1n the 

preaent o1rouasta11.oea an tnnreaae 1n the dtaeOIIJit r&'e 

wou.ld not hold oapUal tbat 1a here. nor would U draw 

oapUal 'o rnaoe. They beUne it 1101lld be interpreted. 

a a 1ncl1oat1nc w•tnua 1n the rrenoh poa1UOD. and taUuze 

of oontrol taot1oa followed. clur1n& tha current waet. 

Off1o1ala of the Bank of rranne un aa frankly aa 
tact 
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tact wo\Ud per•1t illfor•ed Cbaut-e .... BoDll ... --.. ........ •• that poUt-

teal factor• are rttpODeible for the present traao weatn111 

and that teolmioal •eane within the power of the Bank of 

France and the etab111s&Uon fUnd are not euffioiet to 

right the eituaUon. Journier aDd C&ripel had no euggee­

tion as to any poeeible teolmioal aid tro• the authoritiee 

in the United Statee. rroe. the rrenoh etandpoint, eo tar 

as internaUo~~al cooperation i s imolved, the Tripartite 

Monetary ig:re•at baa worked perfeotly. 

Ky contaote at the Bank of rranoe do not expect for­

eigners to abow any greater confidence i n the J'ranoh 

currency than the French citizens themeelves are prepared 

to give it. 

lx~e oontrol ie prohibited by exieting lawe. 

It 18 oppoeed by the Bank of rranoe, and tho officiala 

209 

f ear tllllt ... igoroue app11cation of uohance control would 

result in mt.ny rrenohlllen following their fUnds out of :rranoe. 

A policy of oppoeition to exchange control has been e.­

pb&Ucally deol.ared by both Cbaut.-pe and Bonnet. lx-

cl:Ange control ie oppoeed ae a •tter of po11Uce by the 

Radical Boo1&11at party to which ablaut..;>• and Bcmnet 

belong. 
n ie certain that a orieil in the trano ia i.U»•Dtt 

!eolmioal groande were ~~ 
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reason for ~he J'renoh appealing ~o u at ~he preaBD~ tiM 

within the terms of the TripartUe Asreeaent, unle1e i' 

might 'be for oonsultation, bllt I f&11 to us how ooneulta­

tion could 'be effeo~iYe in BOlYing the situation faoin& 

the J'rench D01f· 

I do not ol&ia to baYe any i nl1ght into French pol1 t1c1, 

'but I do haYe the feel~ that no -.tter how honest an4 

sincere the effor~e of Bonnet haYe 'been in the past, he is 

now as the crisi1 d1Yelop1 pOBBi'bly looking for a way to 

get out of the present gOYernaent 'before the craah ooaea, 

and to manipu:Late the eetting up of a gOYermBDt consiating 

more of the Right, the head of which would preSWII&'bly 'be 

Bonnet. I~ is generally 'belieYed among my acquaintanoe• 

that the cantonal election• in October will go to the Left. 

Jn the oirOUIUit&ncea ay frank opinion is that the Unite4 

Statue ae a party to the !ripartih Asreeaent should not 

take any action or •te any etateaente which llight 'be in~er­

pret ed a 11 atxing 1n or ende&Yoring to influeDDe internal 

politics in rrance. 

EHD JO:SSAOI. 
BULLift. 

U:LIW 
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RE FREilC!i MONETARY CRISIS September 2), 1937 

8:30 p. m. 

Present: 

H . ~ .Jr: 

Gas ton: 

H •••• Jr: 

Fe is: 

!I . ..I .Jr: 

Fe is : 

H .~ . Jr: 

Fe is: 

Kieley: 

H. IJ . Jr: 

','lni te : 

Llr . Taylor " 
Ur . LocbheadJ 
Mr . Gast on' 
Jr . "hite..J 
Dr . Viner,~ 
Mr . Ri e fler J 

Mr . ButterwoXtth 
Dr . Fe is J 
Sir Frederick Phillips (at about 9: 10) 

I called Cochran because I wanted to make up ~ 
~nd - before I sent this, I wanted to know . 

That's the thing we discussed: that Cocbrangave all 
the facts , but all Bullitt added to it was a plea 
to send the message. 

Have you (Feis) got ~ocbran's urgent message? 

I haven't, no. 

He said , "~lease , Mr . Secretary , don ' t send your 
message until you hear from me . " Be says, n1ou ' re 
making the mist ake of your life . " 

L don ' t know Jus t what that means. 

Be says Bullit t hasn't talked to him, hasn' t consulted 
him, he doesn't know what Bullitt is doing ; that Bonnet 
aas laid a trap to get ta1s message out of oe so be 
can resign. Be said be hasn' t the foggiest idea what 
Bullitt is doing. He says Bulli tt doesn ' t talk to him. 
He says the whole thing is a trap. Be said, "Please!" 

~his much I am certain of - do you want me to talk 
now as Herbert Feis, not a s of the State Department? -
the fel~01'' s a pol1 tic ian to his fingertips . 

Code Room calling Dr . F'eis . 

You' d better get it. 

I t • s very for tunate you bad t hat i dea to call . 
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H.J .Jr: 

ri . J .Jr: 

ft1s : 

rt . ~ . Jr: 

Fe is: 

tt • ..! . Jr: 

Fe is: 

H •• !. Jr : 

F'eis : 
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It's - I don't like to say it a bout myself, but 
it ' s unca nny. 

(Viner comes in) 

212 

You (Viner ) bet ter touch me. I Just called Cochran 
on the telephone. He saysL "Please, Mr . Secretary, 
don' t send thbt message . ~he whole thi ng is a trap 
t o ge t you to send &n answer so tht<t Bonnet can use 
it polit i cally and resign.• And he says, "Bullitt 
hasn ' t t a lked a word t o me, • and he says, "Bullitt 
is just as hysterical as Bonnet and Bonnet has gone 
completely off his nut.• He sa~Tne w~le thing 
is a political t r ap which they have laid for~ou.• 
And he ' s sent an urgent message 'll'hich they sent at 
three o ' clock. Orgent . 

He 's bringing i t over . 

Under the new system I don ' t like - under the new 
system I should get it. 

He said, "May I be blunt?" I said , •Be £S blunt as 
you want . " He sai d , "Please don ' t send it until you 
get my message." 

Sure, if he ' s got sooetbing on the way •••• 

But the idea of Bullit t sending all this stuff, and 
here's Cochran, Financial Attach~, and be doesn' t 
even t a l k to him. 

(On phone) Miss Carr? Good evening . You better 
start working on a call now and ~ut it i R for 9:15 
for Mr . Cochran, because the other one took so long . 
Do you get wha t they call t he diplomatic channel, 
or sti ck t o.... If you please . Thanks , Mi ss 
Carr . 

Well, am I - do you want a speech? This is, a s I 
say, per sonal, not the Department. 

Herbert Feis. 

Apart • ••• 
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Now, if you don' t IIJ.IId, tonight I'm going to run 
the thing the way I want it, and if Sir Frederick 
Phillips doesn't like the machine, he can go back 
to London. I mean I 1m not going to leave these 
important things to memory and then someone after­
wards says I did or didn' t say it . 

213 

Fe1s: Apart from the question of ••••• ~ 

!L :I.Jr: 

Fe1s: 

B.M.Jr: 

r eis: 

Excuse me - but I mean I can' t charge my memory with 
all t hese things and have somebody say I did or 
didn't say it. 

•• • the succession of messages from Bullitt and 
Cochran. Beginning with the assumption that Bonnet 
is an a.mbitious politician, like everyone that has 
moved up to his school, I still say the man has con­
sulted you about a line of policy . 

Who has consulted me? 

Bonnet. That is in strict conformity with the 
lines discussed in the formulation of the tripartite 
arrangement . His avowed end, and the only one that 
he should be celled upon to acknowledge, or that 
would be in any way wise to a cknowledge, bas been 
an end to which t .hree governments have s triven and 
announced as desirable principles . A man working 
in the same direction has every jus t reason to feel 
he is playing your game; that is, a line of his 
policy - not your personal game, but the game of 
the American Gover~ent, the game of the British 
Government. In reaching ..that decision, he DB.turally 
leads into a political s ituation for himself; that 
is conscious in his mind. He may actually be pre­
pared to go out and resign. Ther e are i .ndications 
in the cable that he was prepared to take some acti on . 

Therefore, it looks to me quite simple that the trans­
mission to him of a message of the precise type that 
he r equested is completely out of the question, for 
all the reasons we discussed this afternoon. But an 
expression indica ting still that tbat line of policy 
t hat he says be intends to take is the one that s till 
appears to you the desirable one, if achievable, and 
that, if necessary, as a public utterance, will be , 
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n . J . J!": 

Fei s : 

Fe is : 

ll . ~ . Jr: 

Taylor : 

• 

-4-

nothing more than carrying along wha t you have 
been doing for months. And to do anything less 
at this stage - I don' t see bow it possibly could 
be explained . 

214 

'/ell, Cochran very, very seldo~a goes off half­
cocked . Ur . Bullitt does. Every time we have a 
French situa tion over tnere and he butts in on the 
thing - I mean I 1m t alking very confidentially here 
Butterworth- nod he ' s given me poor advice. He ' 
catches this French excitement. You (Feis) remember 
the l ast time . 

I 1m speaking quite apart L'rom that. 

And t nis time again he cabled that - they ere not 
temperate cables, I mecn - and t he f act thLt a man 
sits there and here you ' ve got an a ccredited financial 
representa t ive of the St ate Department i n the 
Trea sury and he doesn1 t even tell him what he ' s doing , 
I t hink, is terrible. And here •• • •• 

I don't know wha t Cochran wiil say in his message, 
but a s f a r as we know a ll that Bullitt has done is , 
in the course of a conversat i on with Bonnet, received 
an expression of Bonnet to t he effect t ha t if he 
received such a message 1t would probabl y augment his 
force; a nd t nen, not bei ng certain as to bow Bonnet 
wished nim to nendle this, said to him, •well, Mr. 
Minister, is this for transmittal to my government?• 
And Bonnet says , •Certainly, yes, • ns emphati cally 
as possible, ~d t hat is transmitted by Bullitt 
witllout comment or recommendat ion. That' s all that 
Bullitt has done . 

Let me g ive you some figures . 'iuesday the French 
stabilization fund lost 318 million f r ancs , Wednesday 
203 and today 283 . As of the beginning of business 
tod~y this morning, they had l eft 7 bill ion, 680 . 
NoW', ~hether you deduct from that 283 I don' t .mow; 
but tha t ' s losing it pretty fast, and I - I want 
you people to listen to Cochran. And Harry, if 
you don• t mind - you' ll have to look at my spelling 
(handing a note t o White) . 

Here ' s the present question: whether you send any 
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s .:.t . Jr: 

Riefler : 

H.:J.Jr: 

'Iaylor: 

B1wortn: 

H.:.I . Jr: 

Viner: 

H.:.!.Jr: 

Fe is: 

a. '! . Jr: 

- 5-

message at all or •••• • 

I didn't have a very good connection, but Cochran 
begged me not to send this message. 

You read him this message? 

I read him this message and be begged me not to 
do it; said I was simply falling into u trap which 
had been laid by Bonnet for me. 

Even a s moderately worded as tllis? 
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Yes . I put in a call at 9:15 and you gentlemen 
can hear . And I thought tnat I 1d let Sir Frederick 
Phillips in. And, Butterworth, if you tton•t mind, 
when he comes would you explain to him that he 's 
coming in this time to - that I 1m - how would you 
speak - I'm on the firing line ton1ght and therefore 
that I make 1t a bus1ness of keeping a record, and 
this record of what I am do1ng is simply for me, and 
I hope he won't ob ject. Do you see? Do you mind, 
when he comes - it 's my custom, that when I do this 
thing I can't trust my memory, therefo~e I always 
make a record; and that if be wants to talk to me 
after I get through I'll be very glad to stop mak1ng 
a record, but while I'm doing this, consulting with 
my people - I mean I have to make a record . 

Righto . 

That al l right, Jake? 

(Nods yes) 

I mean these things are so valuable so often when 
things are coming so fast, and then we can go back 
to it. 

And if you don ' t mind, later, Herbert, will you 
send a confirmation that I told Cochran to stay 
there until this th1ng blows over? 

Of course, anything you want . 

Will you? 
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Feis: Of course . A confirmation of what •••• 

!i •. ~ .Jr: 

feis : 

li . M. Jr l 

Taylor : 

ll • .J.Jr: 

Viner: 

ll • .J. Jr: 

Taylor: 

Fe is : 

B • .: . Jr: 

Riefler: 

Taylor: 

B.',.Jr: 

Feis: 

I told hilll over the telephone not to sail Saturday 
night . 

Oh, of course. 
it to Sam Smith 
other message . 

Suppose I l'fl"ite that out and give 
when he turns out - up with this 

(To Kieley) Is ~r. Smith out there? Tell him to 
~·1ait one minute, will you? 

I'll say, "Confirming instructions given you on 
telephone, defer sailing until further notice.• 

Yes, until further notice. 

Do you think the situation has materially changed 
.from what you did before as a r esult of ~ochran 1 s 

conversa tion with Bonnet? I mean you Anew al l that 
before . 

I didn't know it was as bad as that, Wayne. 

Did I hear you aright tha t Cochran told you be was 
about to resign? 

Yes, tha t Bonnet wants Jus t something - l couldn't 
get it - I think he - I understood him to s oy that 
Bonnet !lopes to join the .!light Government and hopes 
to become Premier. 

Oh sure , tha t's always been part of it . 

Sure. 

J.nd that he just ~rants something like this to hang 

it on. 

Wants to resign the i ssue of exchange control. 

That's it . 

See? 

Yes. 

216 
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Now, I don't know whether you've come around to the 
point which I was saying today, that I don ' t !hink 
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we can join Great Britain in telling Franoewhat she 
can do or not do. I mean i f it' s water over the 
dam, if you're in agree.ment with this lates t message, 
I won ' t backt rack about whether we should or shouldn't 
tell them that if they have exchange control tney ar e 
out of t he tripartite agreement. If you' re satisfied 
wi th this, I don' t want to go back and start arguing 
all over again. Tnis is the one you all agr eed to . 

Feis: (After reading) Let's see what Cochran' s got before 
I say anything . 

li'cror tn: 

H .. ! .Jr: 

;.n1 t e : 

a . ..o~ . Jr: 

Is Cochran telephoning again? 

Yes, I telephoned again. 

Go ahead, Harry . 

Jake answered rey question. I wondered which of the 
three drafts you selected, and he told me . 

I'll read this out loud . 

"Rush . Strictly Confidential from Cochran. I 
visited Governor Fournier and Cariguel separately 
at the Bank of France . " 

Feis: Can we get e ll these back? They ere originals of 
confidential code . 

ii .!I .Jr : 

Gaston: 

B .~ . Jr : 

I 'll read slowly here . 

"I visited Governor ~ournier and Cariguel saparately 
at the Bank of France . Today the French control lost 
two hundred eighty-three million fr ancs of foreign 
exchange .• 

Did I get tha t almost right? 

Yes, that ' s right . 

"Yesterday the control lost two hundred three million 
f r ancs, and on Tuesday it lost three hundred eighteen 
mill i on. Thus it bas teen very costly to try to make 
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tne franc appear strong after the speech of Bonnet. 
There has not been any development of short covering . 
Ther e was an increase in the di scount on the forwar d 
franc. 

"When I sew F'ournier hto had Just come from a long 
conference with Bonnet at which they discussed the 
question of r a ising the ofl'icial discount rate. It 
is tne conviction of technicians of the Bank of 
Fr ance that in the present circumstances an increase 
in the discount rete would not bold capital that i s 
here, nor would it dr aw capital to France . They 
believe it would be i nterpreted as indicating weakness 
in the French position, and failure of control tacti cs 
followed during the current week. 

"Officials of the Bank of France have a s frankly as 
t act would permit informed Chautemps and bonnet that 
politica l factors are responsible for the present 
franc weakness and that technical means within the 
power of t he Hank of France and the stabilizati on fund 
a re not sufficient to right the situation. Fournier 
and ~ariguel had no suggestion as to any possible 
technical aid from the au thorities in the United 
Sta tes . Fr om the French s t andpoint , so far as inter­
national coopera tion is involved, the Tripartite 
Monetary Agreement bas worked perfectly . 

"~Y contact s a t the Bank of France do not expect 
foreigners to show any greater confidence in the 
French currency than the French citizens themselves 
are prepared to give it. 

" Exchange control is prohibited by existing l aws. 
It is opposed by the Bank of France , and the offi ci als 
fear that vigorous application of exchange control would 
result in many Frenchmen following their funds out of 
Fr ance. A policy of opposition to exchange control 
has been emphatically declared by both Chautemps and 
Bonnet. Exchange control is opposed as a matter of 
politics by the Radical Socialist party to which Chau­
temps and Bonnet belong. 

•It is certain that a crisis in the franc is iaminent; 
the re.medies lie within fl'rance. Technical grounds 
were the basis !'or the Tripartite Monetary Agreement . 
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Hnite: 

li. :A .Jr : 

Taylor : 

.!nl te : 

Taylor : 
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I see no reason for the French appeal i ng to us at 
the present time wi t hin the terms of the Tripartite 
Agreement, unless it might be for consultation, but 
I fail to see no" consultation could be effectiVe 
in solving the situation feeing the French now. 

"I do not claim to have any insight i nto f rench poli­
tics, but I oo nave the f eeling that no matter how 
honest and sincere the efforts of Bonnet have been in 
the past, he is now as the crisis develops possibly 
looking for a way to get out of the present government 
before the crash comes, and to manipulate the setting 
up of n government consisting 1nore of tile Right , the 
ileiid of whi cn 'Nould presumably be Bonnet . It is gener-

- ...ally believed WllOng my acquaintances that the cantonal 
elections in October will go to t~e Left. In the cir­
cumstances my frank opinion is that the United St utes 
as a party to the Tripartite Agreement should no t take 
any acti on or make any statements which might be inter­
pr e ted as mixing in or ende~voring to influence internal 
politics in .Fr ance . " 

Tha t ' s Cochran speaki ng? 

That's Cochran speaking . 

Herbert, just so there's· no misunders t anding on this -
I have only one set, where's the rest - do you all mind 
giving yours beck to him? (Others r Eturn copi es to Feis) 

Boiling it down, the only thing ne aaas is tnat he 
doesn't want us to send a ny note. 

That was your first position. 

No . No, he doesn' t want us to send anythi ng . 

Nell, I don' t think there is any news in thot c t.ble . 

Well, there is tllis much ne .-ts: that it is a very 
deliber a te device to make it possible to further 
Bonnet's end. Whether it is toNard toe end tha t 
.Ye may or may not l ike to s ee it go! it certa inlY 
is going to be used for a purpose wnich implies -
carries wi th it the connotation tha t we are inter­
fe r ing with Fr ench poli tics . 

I t all depends on what you say, Ber ry . I don ' t think 
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H.Y. Jr: 

Viner: 

;";n1 te: 

Fei s : 

1/nite: 

H. i .Jr: 

Gaston: 

lohite: 

H. l!.Jr: 
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there is the slightest bit of news in that cable 
tna t we didn ' t know before. 
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The cable is a cable of personal advice from Cochran -
Cochran' s personal advice that any message would be 
a mietake. That 's what the cable contains. 

Yay I just interrupt a minute? Let ' s say that Bonnet 
resigns in the next day or two and this message comes 
out. Is this a temperate message or isn' t it? I 
think the way it is written no~ it is a very te•perate 
message . 

I don't see, if he were to resign, tha t it would do 
a ny harm, and it might do v ery much good 1t we care 
about tbe principles we state 1n the note. ~e are 
stating our views about what we hope France can do 
in the tripartite agreement . If he can use it to hia 

advantage, all right. 

Let me t ake the other position, jus t to •••• 

Uay I read it again - the note . 

Supposing the Left Government is establi shed and 
supposing a s a consequence the interpretation of 
that - they feel tha t the United St ates bas put -
adrnit tedly v ery slight, but some pressure in that 
direction. #ould we wishthat? Irrespective of 
what politica~ allegiance they may maintain, i t will 
be the government in po~er, and it is one government 
with another government . And irrespective of what 
position you may t ake on technical-legal grounds, the 
implication is clear; for the very reason that Bonnet 
wants it - tha t very rea son, t hey wi l l interpret it 
as having been of assistance to the other si de. 

He's not getting what he asked . 

Ho . 

But he ' s getting it very much modified, tha t ' s true. 

May I look at it entirely differently? Supposing 
tha t we didn • t k.now anything about Bonnet resign101 
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or not resigning, that there was a crisis in the 
government , but we are interested in the tripartite 
agreement and we see this thinR slipping . How, is 
tnis the kind of note which weld send, which is in 8 
sense a note of warning, simply an indication und 
ask them, "Well, it is now 140 or 150 and of ~ourse 
we take it for granted you1 re goi ng to stay a t that?" 

Now look, no t knowing the internal thing - I mean I 
don 't think it' s necessary to go back over the other 
business ; the thing that he asked for- I think that ' s 
quite obvious. Now, that's out. And if I may say 
so , ~ so-called intuition i s correct on that, tha t 
when - I was t alking in terms of two months ; this may 
be t wo days. I frankly can't see any harm in it and 
I t hink 1t may be r a tber good . 

Because - let ' s put it the other way around. ~et 
the world say, "Well, 7rha t did t he American Treasury 
do in facing this thing? ll'by di dn' t they make a . 
record?" 

Mr . Secretary, may we hear that note again? Perhaps 
the a tmosphere has cleared somewhat, and I 1d like to 
do what Herbert has done. 

The a tmosphere has changed. That's a very gentle way 
of putting it. Was that - you mean 1n t his room. 

Yes, I'd like to bear it again. 

"I note with satisfaction your afflrmation of your 
continued opposition t o the adoption b.Y France of 
exchange control . It is my hope that your country 
will succeed 1n its endeavor to meet the existing 
s i tuation wi thout recourse to any measures which 
are not in full conformity with the t erms and spirit 
of the tripartite declar a tion, whose continued and 
successful opera tion our governments so urgently 
desire . 

"I am also glad to be informed of your conviction 
that from the budgetary and economic standpoint 
it will not be necessary t o establish a level for 
the franc of over 140 to 150 to the pound sterlir~ • . 
"Kay I assure you that I am following With sympathetic 
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i nterest your attempt to cope with your diffi culti es, 
which I trust will prove temporary . • 

~ir Frederick Phillips . 

Five minutes . 

!low, may I make one SU8gestion? 'Ihere is one 
word in there which in its location might be 
taken - where you say "not in full conformity with 
the terms and spirit of the tripartite declaration, 
whose continued and successful" - the mer e use of 
that word "continued" carries a f aint impl ica tion of 
"discontinuance"; everything carries a connotation of 
i ts opposite, and I think you migb.t . ... 

••auld you mind coming over her e with it? 

I went t o study that word. 

libere? 

You say "whose continued and successful operation.• 
He may think that ' s an i mplied threat that it will 
be discontinued . I 1 d say • the successful operation 
of which." I'd just cut it out . 

Don't need it. 

" • • • conform1ty dth t he t erms and spirit of toe 
tripart ite decl aration, whose s uccessful • • • • • 

• •••• the successful operation of which our governments 
so urgently desire . • 

All right . 

There is e more serious objection to that as compared 
with one of the others t hat I t h1nk is important, and 
some of the rest did too, I tb.ink: the Juxtaposition, 
the connecti on of the first s entence and the second 
sentence . Wayne Taylor explsi.ned tbst and • •• •• 

Well, I reaa all tnree; I t hink this is the smoothest . 

From the point ot' view of English and logical th~U8ht, 
yes, but from the point of view of logical s1gni1iconce 
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I think there i s an effec t t here t hat • •.• 

You mean bri nging t he trl pnrtite thing up makP.s 
it more impor t ant? 
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Makes it appear that the failure , or the establish­
ment of exchange control, i s a viola t i on of tripartite 
agreement . In other ••or ds , you are saying what I 
thoueht you didn ' t wish to s ay. 

I t nink so . I t hink thr•t very cl early states tha t 
if they aaopt e xchange control t hey have abandoned 
tne tripartite agreement . I don1 t see bow you could 
say it much plainer . 

If Herbert Gaston gets ttwt i mpression, then I think 
it ought to b e s tudied again . 

••ell , Jus t r earranging the tning doesn' t change it . 

Oh yes, it changes it 4uite a bit . 

Where is the other one? 

It 1 s there . 

!.lay I perhaps - of course, this i s the only poi nt -
just say to you Vlhat I s ai d to Yiayne, that I t al ked 
to Ur. Hull about tne thing and while I don' t feel 
t ha t perhaps he feels that he ' s bad time to deal 
with it - I mean it ' s been a terrible day over in 
t he De partment - I gathered that nis mind w£s playing 
around wi th t he idea of Nhethcr thi s mightn' t be best 
done by some independent public declaration, perhaps 
a press conference) r ather than by a message to Bonnet . 
I gather tha t •s what his - his mind w&s circling ar ound 
t hat i aea . 
(To Butterworth) Toll ilim we• r e del ayed a few minutes, 
if you don •t mind . 

You•ll s end word in? 

Yes . 
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If you do want to take Bonnet out of it completely 
you simply have to change tha t lost sentence ther e; 
in which you have "you, " and change that to "France . " 

Yes . 

••ell, is this the draft that you like better? 

Number four. 

"I thank you f or your message . I note with sa tisfac­
tion your affiroation of your continued opposition to 
the adoption by France of exchange control . I am also 
gl ad to be informed of yo~conviction that from the 
budgetary end economic lr1!'11!11d polnt 1t will no t be 
necessary to establish a level for the franc of over 
140 to 150 to t he pound sterling . 

"Way I a s sure you that I am folloWi ng with sympathetic 
interest your attempt to cope with your difficulties, 
which I feel will be temporary ." I can't help saying , 
"Elere ' s hoping that your troubles wi ll all be little 
ones ." 

They're getting littler end littler every day . 

"It is my hope that your country will succeed in 
its endeavor to meet the existing situation without 
recourse t o any measures which are not in full con­
formity with the terms and spirit of t he tripartite 
declar a tion, whose continued and successful operation 
our governmen ts so urgently desire . 

See in thdt position it makes it general in i ts 
application; it doesn' t speci fically apply to that 
thing of exchange control. 

I think there is a substantial difference between the 
two . 
Do you s till feel, Herbert, that this "whose continued 
and successful operation" · · ·· · · 

I'd leave "continued" out . It carries a necessary 
implication . 
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" ••• the successful operation of '"i.. n Wu Cu. • • • • 

What ' • that? 

• •••• the tripartite agreement, the successful 
operati on of wllich •• • •• • n •• 

" ••• • •• the successful operation of which • • •• • " 

All right, now let me read it again. 

2c5 

"I thank you for your message . I note with satis­
faction your affirmation of your conti .nued opposition 
to the adoption by France of exchange control." 

"Adoption by France" - is that the thing, or i s it 
•adoption by your government"? 

~ell , we don't want to say •your government, • 
because i t may be somebody else ' s government by 
that t ime . It's Just Fr ance . 

Just say nyour opposition to exchange control . " 

I'll r ead the r est of it . 

"I am &lso glad t o be informed of your conviction 
that from the budgetary and economi c standpoi nt it 
will not be necessary to e stablish a level for the 
f r anc of over 140 to 150 to t he pound s terling. 

• May I assure you that I am following with sympathetic 
inter~st your attempt to cope wi th your difficulti es, 
which I trust will be temporary. It is my hope that 
your country will succeed in its endeavor to meet the 
existing situation without r ecourse to any measures 
which are not in full conformity witll the terms and 
spirit of the tripartite declaration, the successful 
operation of which our governments so urgently desire ." 

How t>bout it? 

If you use that one or the otber one, say "the efforts 
of your government" instead of "your efforts . • 

Yes, I think so . 
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Where ' s tbat? I don•t see t hat. 

night here - "I am followi ng with sympatheti c 
interest the efforts of your governaent •••• • • 

• • ••• following with sympathe t i c interest •• •• • 

• • •• the efforts of your government to cope with 
the difficulti es which face .. ... • 

• •• •• with the difficulties •••• • 
ence . 

Not very much differ-

• • •• • with difficulties which I trust will be 
temporary.• 

"May I assure you that I am f ollowing with sympathetic 
interest the efforts of your government to cope with ••• • 

• • • •• difficulties which I t rust will be temporary.• 

•With difficulties• or "with the difficulties"? 

If it ' s that way, you want the •the" out . 

vnwt particular difficulties? It 's "the" difficulties . 

•With difficulties. • 

I think you cen leave • the" out. • • • • with difficulties 
which I trust will be temporary." 

You' r e speaking in general rather than specific 
terms . 

"May I assure you that I am following with aympatbetic 
interest tbe effor ts of your government to cope wi tb 
diffi culties which I trust will be temporary.• 

That ' s ri&ht . 

• ••• which I t rust will be temporary.• 

• •• • with difficulties •••• " I think you•ve got put in 
•the" - maybe it's the ~our week. 
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That's why you leave ~the" out . 

In other words, you'd have to say what the difficulties 
are . 

It's a whole host of di fficulties . 

• •••• cope with a difficult situation." Then you can 
Jus t say it's temporary . 

• •• •• which I hope may a bate soon." 

I'd like to take time to go over it after we see him 
and talk to him. I never rush this thing; never can 
do this thing in two minutes, t hen make a mistake. 
I'd rather give up the movie that Wayne and I were 
going to. 

You ca.n say tha t this ~s the approxilliate wording . 

I have an alternative way of expressing that idea. 

Vlould you mind have him come up, giving a little 
window dressing a s to the way we work, because I 
work most likely differently . 

(Sir Frederick Pblllips comes in) 

I just wanted to expla1n that we are under a l ittle 
tension here, because . ... You haven't met Ur . 
Gaston - Sir Frederick Phill1ps. 

(Gaston and Phillips sheke bands) 

And Yr. Cochran was quite upset over what we are 
proposing to do, and he'll be on the phone in about 
five minutes, and I tblnk I•ve got Just time to 
read you b1s cable, which just came in. 

Yes, sir . 

And he phoned me and he ' s quite upset about tbla 
thing . He thinks that we a re simply walking into 
a trap. Thi~ is - I th1nk I got time. 

This is the message1 (Reads Cochran's cable, 
quoted on pages 7, 8, 9) 
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Now of course he arrived at that without t al.king 
to me. Then I read h1m this note over the phone 
at my notel and he begged me not to send i t . He ' ll 
be on t he phone in a few minutes and we'll hear 
what he has to say. 

Now, this is the note, about the way we want it. 
••e ' ve been kind of fuss ing over words, but this i s 
approximately - I mean there ' s a little di fference 
here as to words . We haven ' t got it quite defined 
yet. 

"I thank you for your message . I note with satis­
faction your affirmation of your continued oppositi on 
to the adopt i on by France of exchange control . I 
8111 a lso gl ad to be informed of your convict ion that 
from the budgetary and economic standpoint 1t will 
not be necessary to establish o l evel for the franc 
of over 140 t o 150 to the pound sterling . 

"May I assure you that I am following with sympa­
thetic interest your attempt to cope with your 
difficulties, which I trust will be t empor ary . 
I t i s my hope that your country will succeed in its 
endeavor t o meet tne existing situa t ion without 
recour se t o ~ny mea sures which are not in full con­
formity with the terms a nd s pirit of t he tripartite 
declar a tion, the successful opera tion of which our 
governments s o urgent ly desire." 

hnd that's a draft which - the people here want to 
change a couple words in it, but that ' s the spirit 
of it. 

(Rands Phillips copy of note) 

'l'hank you. (Reads over note) 

1hat call probably •on' t come tnrough at exactl y 
9 :15, so that we could have the benefit of any of 
Sir Frederick's comments on the situation. 

I 'll ask them how i t ' s coming. 

(On phone) Bello . Bow i s that cal l coming? -
Al l right. Well if that circuit isn' t working , 
i f there is any bther circuit. - - Pardon ~e? 
Ask her wha t other circuit she bas. Please. 

ask 
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Am I on the record? 

(Repor t er instructed not t o take Sir 
Frederick's remarks at this point) 

llha t we were arguing here was, supposing he gets 
this note from your government and ours, and sup­
posing he does resign, and supposing he does make 
this note public . Is there anything in 1t that 
might emba rrass either the British or the American 
Government? 

Vlell , sir, the only sentence I could see i n 1t 
which has specific reference t o Y. Bonnet or t he 
present French governoent is thst third sentence: 
"~ay I assure you that I am following with sympa­
thetic interest the efforts of your government to 
cope with diffi culties which I trust will be tem­
porary." If you leave that out, the rest of the 
message simply refers to any French government which 
might be in e xistence . 

You mean leave that whole sentence out? 

Yes . 

nut if you cnange that to "the French governmen~ • • •• 

I r ather like tha t. 

They would interpret - be apt to interpret that 
nyour government" in the British sense rather than 
in the Americnn s ense of "your government." 

Yes. 

I can' t see why Ne can' t leave that whole sentence 

out. 

Very easily leave it out. 

'.l.hen talk about 140 to 150, then I say: "It is my 
hope that your country will succeed in its endeavor 
to meet the existing situs tion without r ecourse to 
any measures which are not .... " -I don't see- I 
feel happy, I think . Ri ei'ler? 
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I r ather l ike it ia. I mean a note of sympE thy 
in their crisis seems to me to be not political 
dynamite. I mean they are up against terrific 
difficulties, and we can show the Fr ench people 
if it should become public, that we are aware that 
this isn' t just a technical matter ane that this 
is a real difficulty. 

Substitute •country• for "government." 

I 1d like the spirit of the sentence in. 

oubstitut e "France" for "your government.• -
If you change that from "the goverdlen~ of France• 
to~he French government• •• •• • 

Why not "France" or •your country•? 

•May I assure you that I am following with sympa­
thetic interest the efforts of your• - everybody 
says "country . " 

We ' re friendly to t he country. 

Wouldn't it be simpl er simply to say • the efforts 
of France• instead of •your country•? 

• ••• the efforts of France • ••. • 

• •• • the efforts of france •. •.• • 

That' s right • 

• •• •• to cope with difficulties which I trust will 
be temporary •11 Does that sound all right to you? 

Yes, perfectly . 
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Takes one word. One word takes the place of three. 
•liay I assure you that I em following rl th sympathetic 
interest the efforts of France to cope with difficulti es 
which I trust will be temporary.• I suppose having 
that sentence in is a little bit more courteous. 

Yes , oh yes . 
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If you Jump into - right into the other, it' s a 
little more abrupt. 
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lily only feeling •.tas that es it was drafted it might 
look like a kind of tes timonial to the present • • 
French government. 

How about the way i t is now? 

I think it' s all right now. 

I may be seeing ghosts •••• 

J ake, do you mind sitting up here where I can see 
you, g et the benef1 t of your eyebrows. 

Mr. Secretary, I may be seeing ghosts, but a thought 
of a wholly different character comes in my mind as 
regards that sentence . "Kay I assure you that I am 
following • • •••.• " will that be a signal to every beer 
operator iD. the world? That• s a sort of week - it hAs 
a note of sort of weak last hope about it, I should 
think. They ' ll say, •This i s the l as t sacrament.• 

Uoes it matter if it is? I mean there ' s going to be 
a crisis; I think we •re all expecting that . 

Be isn' t going to publish that the way it is aeyhow. 

That ' s for t hem t o Judge. They have control over its 
publication. 

Nell, the French have leaks. 

Just right on this point, Sir Frederick, was it your 
idea that your government and ours would make tllis 
statement simultaneously, or just send it and leave it 
to the French? 

It was my i dea , sir, that you would send this to the 
French and the question of publicati on would rest 
entirely with the French; I would simultaneously 
cable this to London and it woulu be the text of a 
speech in tthicb the Prime liinister would tell the 
French Ambassador tomorrow morning . 
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out leave it to the French as t o whether t hey 
would publish it . 

Xes, absolutely . 

They 'd hardly make it public; you mentioned r ates . 

That guarantees i t won ' t be made public. 

rlell, tha t ' s a question which the r rench t ook up with 
us, and presumably t hey ' d have v tendency to do it . 

They wouldn't dare publi sh it while the rate was 
below 145 or 150 . 

But it would be pedd1ed among the po1itical leaders 
a nd t hat's wha~ it' s f or. 

Q.K., what di fference would it make? 

It seems to me the crisis is there . 

It's the efforts of France, isn't it1 • •••. efforts 
of F'rance to cope with di fficulties which I trus t 
will b e temporary." I think it 1 s very polite, Rerber t 
Feis . 

I wasn't urging - I just thought I ' d mention that 
one thought - it did come into my mind - as to the 
effect on the market. 

Nell, I don' t think - I think i t 1 s all right to r aise 
the point, but •• • • 

That will guarantee agains t publication of the note 
unt il the franc has passed tha t . I can assure that . 

All 
but 
see 
the 

right, sir . This again probably is not better, 
again l etting you have such suggestions, I can 
an alternative way of present ing the ti1ought in 
final s entence. 

P1ease. 
It may slightly avoid danger if i t would go something 
like this: •It is ~ s trong hope t ha t your governaent 
will overcome the diffi culti es of the existing situati on 
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and that thereby both the principles and methods 
of the tripartite agr eement wi ll be successfully 
sustained.• 
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That's saying that "we hope, Kr. Bonnet, that this 
present cabinet survives and thereby keeps alive 
the tripartite agreement, which otherwise collapses." 

I 'm pretty well Jelled on this now unless Sir 
Frederick ~ells me that he i s entirely out of 
sympathy with this thing . 

No , sir, I can' t say that I 'm not in sympathy with 
it. 

I mean is it down to sentences? Let ' s - does the 
i dea sound all rigbt? 

Yes. 

Then the sentences ar e all right? 

I think so, sir . 

Are there any words you'd li.ke to change? · 

I t hink myself, if I had been drafting it, I should 
have said "in conformity" r ather than "in full 
conformity . " 

Pardon me? 

I should have said "in conformity" rather than 
n in full conformity." 

~es , that could go off also . 

Cut out the "full." 

That ' s right. • •••• anY measure which are not 
i n ••• ·" - not the word "~~run.• Good. suggestion. 
Anytlling else? 
Well do you want that word •the terms•? • •••• which 
are :Wt in conformity with the spirit of the tripartite 
declaration. • Do you actually want •tbe terms" in? 
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There aren't any terms, are there? It is a 
declaration. 

Better l eave that out . 

Leave out •terms" and leave out •spirit . • 

Leave in •spirit . • 
out. 

Leave "spirit" in. "Termll" are 

That means "All right, you can stretch things as 
f ar as terms are concerned . " · 

• •• •• a~ measures •• • • - leave out "aDY"f 

I don't see •any . " 
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• • •• any measures•- in the third line from the bottom,­
"recourse to any measures" - the word •any" might 
be deleted . 

":.!ensures" makes i t a little •• · •• 

I'd leave "any mea sures," that ' s all right . 

All right. "···.conformity with the spirit" -what 
would you say , leave out the 1vord •terms" - "in 
conform.ity with the spirit"? 

\'/ell, personally, I see no objection, sir, whether 
you say "in conformity with the spirit of the tripartite 
agreement" or , more simply, "in conform.ity with the 
tripart.ite agr eement. • 

I r ather like the idea of •the spirit.• 

I had another suggestion here somewhat along the 
line of what Herbert Feis had, making that last sentence 
read: •It is my hope that your country will succeed in 
i t s endeavor to meet the e xisting situati on in such a 
way as to insure the continued cooperation of our 
countries under this trip~tite declaration.• 

(All nod no) 

Oh-uh. 

That ' s a threat . 
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That's a threat . 

Do you think it is more or less ot' a threat than 
that "not in ful l conformity•? 

The "full" is out, the • terms• are out. 

Let me read this sentence the way it is now. •It 
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is my hope that your country will succeed i n its 
endeavor to meet the existing situati on without 
recourse to any measures which are not in conformity 
with the spirit of the tripartite declaration, the 
successful operation of which our governments so 
urgently desire .• 

I don't think there i s any threat in that . 

No . 

Here's something I might as well read - es an 
a lternative: •It is my distinct hope that the 
existing difficulties can be met by the French 
government, that the cooperation between the three 
treasuries for order and stability in the i nternational 
monetary t' i eld which rests on the tnpartite agreement 
will continue to operate with unimpaired effect.• 

Let somebody else argue with you. My brains •••• • 

Not put up for argument . I ' ll keep it in my pocket . 

(Hearty laughter) 

I didn ' t say "Ho .N Let some of these people argue 

with you. 

I don't th.ink it ' s anY improvement. 

(Rest of meeting not taken) 
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Thursday 
Septeaber 23, 1937 
10:25 p.m. 

WIJr: Now, we got your cable. 
B. Merle 
Cochran: Yes , sir. 

HMJR: And, the State Depart ment people are here and 
also Sir Frederick Philli ps . Now, we've changed 
this message a l ittle bit and I'll read it to 
you again . 

C: All right. 

Hli.Jr: 

C: 

I!I.!Jr : 

C: 

llliJr: 

C: 

Ah 
•I thank you tor your message. I note • ith­
sati sfaction your a ffirmation of your continued 
opposition to t he adoption by France of exchange 
contr ol . I am also glad to be informed of your 
conviction that from the budgetary and economic 
standpoint it will not be necessary to establish 
a level for the franc of over 140 to 150 to the 
pound s terling . 

nyay I assure you t hat I am following with 
sympathetic interest the efforts of France 
Before that we bad the Government, you see. 
the efforts of France to cope with difficulties 
which I trust wil.l be merelY temporary . It 1s 
rq hope that your country will succeed in its 
endeavor t o meet t he existing s i tuation without 
recourse to any measures which are not in con­
form! ty w1 th the spi rit of the Tri- Partite 
Declaration, the successfUl operation of which 
our governments so urgently desire. 

Yes . 

Now, to give you a l i ttle background on t his. 
The British Treasury expect a call tomorrow fro• 
the French. 

I didn't bear that . 

The British Treasury expect a call toaorrow 
morning from the French 1n London. 

Yes . 

236 

-

Regraded Unclassified



!IIIJ'rl 

c: 
I!IIJr: 

C: 

HII.Tr 1 

C: 

l:UIJr: 

C: 

HlUr: 

C: 

l!lfJr 1 

C: 

BliJr: 

C: 

RW.Jr: 

C: 

BliJr: 

Cl 

-2-

And ther haTe to ciTe thu aome ldnd or an 
answer. 

I see. 

And we've worked this out tocether and we don't 
reel here that there is anythinc in this that 
the present French Oovernaent or any succeedinC 
covernaent could make public. 

Bow's that? 

Could not make public it they wished. 

Well, or course, they have not been willinc to 
make any public state.ent to the effect that 
they were going to hold the franc between 1.40 
and 150. 

True. But, in this report, in both 
but you mentioned that in your cable. 

I do, yes. 

Well. 

But he seems not to be willing t o give any indi­
cation to the market, you see, to the public . 

Oh, but he did say that to you? 

Yes, he did. 

Well, we ' re Just tbrowinc it back at hia, that's 
all. Bello? 

Yea. 

I said we're Just puttinc it back to hia. 

Oh, I see. Yea . 
Jow the war we reel at thie end, we're - we 
donft intend to make this public. 

Jo. 
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llJ,IJr: 

c: 

IDlJr: 

C: 

lllLJr: 

c: 
HIIJr: 

C: 

HIIJr: 

C: 

lliiJr I 

C: 

IIIIJr : 

C: 

llltJr: 

C: 

RllJr : 

C: 

-3-

And, 1! the French are going to make it public 
we ' d lik~ t o know it, tbat •s all. 

That i s , 1! they intend to aake it public you 
want to know it? 

Yes, I'd l ike t o know it in advance. 

Yes . 

But at this end, as t ar as we ' re concerned we 
have no intention of making it public . 

Yes . 

And I don't believe the British have either. 

They're wU.ling to draw their next statement 
are they? 

Well , they baven 1 t - the Government hasn' t seen 
it but I have reason to believe that it will 
meet with their approval. 

I see. 

But they'll r eceive this as a suggestion to­
morrow and t hey ' ll have to take it and consider 
it. But, as far as one can tell, without 
having definite word, I believe that tbey1re 
apt to accept it. 

I see. Your vis itor i s still there, is he? 

Pardon me? 

I say, the visi tor is still there, i sn't be? 

.He ' s in the room here with me now and I am 
looking right at him. 

I see. 

And when I said that be nodded hiS bead. 

(Laughs) Yea . 

238 

Regraded Unclassified



-4-

BJIJr: .And 

C1 

BJIJr : 

c: 
HMJr: 

C: 

BJIJr: 

c: 

Hello? 

Hello. 

l'Urtheraore, we' 11 give a copy or this to 11eD1'7 
here in the French Eabassy. We ' ll give it to 
him 1n a little while. 

Yea. 

.And I frankly can't see 1Ul1thing in this but it 
simply gives an expression or how we reel and 
simply throwing back at them their own words . 

I !eel this -
turther. 

it you want rq opinion IIJl)' 

HMJr : Go ahead. 

C: - that the people here had no confidence following 
Bonnet' s statement. The reaction was quite bad. 

BliJr: Yes. 

C: I don ' t believe a statement coaing !rom rou people 
now wUl greatly alter the situation. There is 
so 1111ch speculation against them right now and 
there ' s so 1111ch unpopular spirit that I 
think there must be a political str aightening out 
betore there is IIJl)' possible chance ot holding the 
currency. 

HliJr: 

C: 

HliJr: 

Yes. Wall - let ae give you, so that you have 
rq reeling. 

I sea. 

We' r~ not doin& this tor the public ettect it 
rlll have in France. We're U.pl1 doing itt tirat, 
because Bonnet sent us this aessaga, and he a 
entitled to an answer; and second, because our 
other triands are in the poaition that they have 
to give an answer tomor row. 
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C: 

HIIJr : 

c: 
llliJr: 

C: 

HliJr: 

c: 
llliJr: 

C: 

HIIJr : 

C: 

IIIIJr: 

C: 

-5-

I see. 

I ow I feel that it 1 s 110st 1aportant that two 
of us are shoulder-to-shoulder 1n this atta1r. 

Yes. 

And that that 1a more 1aportant than aeything 
else. 

That's my· idea, that it i s so iaportant that 
you people stay together . 

Pardon ae? 

Your visitor ther e. 

What is that, Cochran? 

I say, I said the big part of our Tri-ParU te 
agreement now is to keep the Americans and 
British together. 

Well, we are together. 

As t ar as this position is concerned, I think 
it's almost hopeless . 

Well , of course, 1117 visitor here can' t 
himsel ti but as far as he i s concerned 
he and are together. 

Yes . 

collllllit 
personall7 

HliJr: And, of course, I don' t expect him to commit hie 
government, but as far as he is concerned we're 
together. 

C: 

HIIJr: 

C: 

IIUJr 1 

Yes, sir . 

And, as I say, they haTe the s1 tuation that they 
haTe to aeet at nine o'clock toaorrow aorning. 

I see . 
And if ther take , I mean, if I was so situated, 
I iaag1ne that they will accept this. 
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C: I see. 

SMJr: Because, I aean, they are UDder no obligations 
to accept it . 

C: Uh huh. 

HII.Jr : But - I aean - And if the)" do wey then once 
more two of the Government• are having a united 
front . 

C: Yes . 

HUJr: Which a t this t i me i s , I think, the most important 
consideration. 

C: 

HII.Jr : 

C: 

HliJr: 

C: 

HMJr: 

C: 

HliJr: 

C: 

Yes . Absolutely. 

And then the other consi deration i s what effect 
would this have domestically 1n the United States 
if it became public that all of us f eel here 
that it would be all right. 

Yes. 

We simply again have expressed our syapatey with 
the French and have told them - just repeated 
their own words, that ' s all. 

Yes . 

And I don't see whatelse we can do . And Just -
will you hold on a moment? - But I wanted to 
let you know, the reason of this call is I wanted 
to let you know how I felt so that when you de­
livered this tomorrow, personally1 you would have -
be able to express to Jlr. Bonnet now I f elt. 

And 70u will cable the message to me tonight? 

Yes. 

personally, will 7ou? 

!!UJr : Doctor P'eia 11 sitting here - it 111 go ott at once. 

C: I see . 
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BIIJ'r: Hello? 

c: Yea . 

HUJr: Bow Just a moment, Kr. Taylor wants to say 
so.ething. 

c: Yes 

HUJr: Just hold on. 

(Short pause) 

l!J.!Jr : Kr . Taylor makes a Tery good point. Hello? 

c: Hello. 

I!JIJr: This message will be sent to you with instructions 
to hold i t until we hear from the British that 
it' s acceptable to them. 

C: To bold it until I hear from the British that it 
is acceptable to them? 

BliJr: lfo, until you hear f rom the State Department . 

C: Until I hear trom the State Department? 

I!JIJr: Yes. What we 'll do, we ' ll send this oTer to you. 

C: 

RJUr: 

C: 

HliJrr 

C: 

I!JIJr 1 

C: 

BliJr: 

c: 

IIIIJrr 

Yes. 

It we get word troa the British that it's all 
richt, I'll ask them to use the telephone and 
we ' l l Jus t phone you and say, •Release it.• 

Fine, I'll wait until I hear from you. 

Yes . 

Yes. 

We'll st.ply say to release i t . 

Yes. 

You - 70u see? 

ADd I will get word personall7 tra. BoDnet -

That's right. 
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c: 

llliJr s 

C: 

IIJIJr: 

C: 

-8-

- that untU I hear fro• 
he won't release it. 

Yes, and we have no intentions or giving it 
any publicity, but it he should decide to 
give i t publicity we want 24 hours' noti ce. 

And when you refer to his •esaage, do you mean 
the 1nt:ol'lllation which he gave me and I sent 
forward 1n a messace? 

That, and the one t:roa Bullitt. 

The two combined. 

The two co.blned. 

C: I see . 

IIJIJr : Yes . 

C: Fine. ' 
llllJr s Now just hold on please. 

C: 

C: 

HliJr: 

C: 

HI&Jr: 

C: 

llltJrs 

C: 

(Pause tor aside conversation) 

Bello? 

Yes. 
What the people here say is, not to r aise the 
publicity thing unless he does . 

I see. 
A:nd take it perfectly tor granted that - that it'• 
just a message between governaents . 

I see . 

See? 

Yes, sir .• 

low just hold on please. 
(Pause tor aside conversation) 
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l!IIJr: 

Operator: 

I!IIJrl 

Operator : 

BJIJr: 

- 9-

Cocbruhthe point that we want to aake SW'e ot 
and we' haTe to let you use your jUdiJM!nt on ' 
the cround - it there 1 a co inc to be &n7 publici t)' 
we want 24 hours' notice. Bello? - Bello? ' 
(Clicks inatruaent) Bello? 

Just a moment please. 

Are you calling him? 

Yes, sir. 

He ' s gone. 

Oper ator: Who? Fine. - Something wrong? Can 1 t you bear? 

l!IIJr: So tar. But b.e ' a Just 

Operator: Oh, you aean be was cut off? 

HYJr : Yes . 

Operator: Oh, wait till I get him back for you. 

(Very long pause) 

I!I.IJr 1 

Opera t or: 

HUJ'r : 

Operator: 

llliJr 1 

Cl 

HIIJr I 

Cl 

HIIJr: 

C: 

Bello? 

I haTe him back. 

Thank )'OU. 

Go ahead. 

Hello? Hello? 

Bello. 

Cochran? 

Yes. 

The point that they ant to aake here 1s that we • 
take it for granted there will not be &n7 
publicity, but -

For granted there wiU not be Q)' public it)' · 
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llltJr: Yes. But 1t he brines it up or 1t you feel 
froa his conversatioa that he is coiac to cive 
it the publicity -

C: 

BJIJr 1 

c: 
HIIJr: 

c: 
HIIJr: 

C: 

l!li.Jr : 

C: 

BIIJr : 

C: 

RIIJr: 

l:DlJr : 

C: 

HliJr: 

Yes. 

- that we want 24 hours to th1Dlt it over, as to 
whether we want it or not. See? 

I see. 

Seef 

Yes, sir. 

In other words, this is not one of those notes 
which we eX])ected to give 1t publicity. 

I see. 

Ah - but as tar as I 1m concerned personally, if 
it did get in the papers - I mean it wouldn't 
worry mel because i t' s written so that there ' s 
nothing 1n there but what could be put on the 
front page if it had to be. 

No, it - it would worry him 110re than it would 
worry us, I should think. 

You've got it. You've got it. Now - ah - ah -
I had a chance while we were cut off to check with 
our visitor and he said I stated his position 
accurately. 

Fine. 

low, Just _.oaent. 

(Pause) 

And - hello? 

Yes. 
'file state Departamt will send :rou a conru-t~U 
ot 'II¥ instructi ons tbat you atawld not sa un 
turther notice. 
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C: 

JDIJr: 

c: 
JDIJr: 

c: 
J!I.IJr: 

C: 

-u-

lot aa11 uatll fUrther notice, 

Please. 

All rlpt, air. 

Just a llimlte. (l.aldez '1187Jle? - ) 
Well, co back and haYe a Cood Di&bt'a rest. 

All r1cht, fiDe . 

Good Dichto 

Good Dicht • air. 
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TELEGRAM SEm 

A!.:EMBASSY 

PARIS ( FRANCE) 

RUSH, 

501 . 

GRAY 

SEpt EmbEr 23, 1937 

10 p , m. 

-o!l COCHJ:AI: Pf;(l:J SBCRETAI\Y WlllGENl'l:IAU . 

Cort'i.·m~nB instructions given you on tElEphone: 

this evening dEfEr sailing until rurthe:r notice: , 

EA: HF :SMS 

HULL 
(l!F ) 
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TELEGIW! SENT 

CODAT 

September 23, 1957 

11 p. m. 

A• : • DAS:l>Y 

PAntS, FRANCE 

502. 

FOR ~H FROll SECRETARY OF TREASURY. 

,,hEn you receive rtlcast from me deliver thE follow-

ing Tl[SBag E to !lr o BonnE t o 

Quote Fr;Jm Mr . ~iorgenthau !'or r.ir . Bonnet . 

I thank you for your message . I note with sat~sfac­

t ion your affirmation of your continuEd opposition to t he 

adoption by France of exchangE control .~ am also glad 

248 

t o ~E i nf'ormcd of your conviction that from the budgetary 

and economic standpoint it will not bE necessary to cstab­

'lieh n lEvEl for thE franc of over 140 to 150 to thE 

pc"nd sterling~ 
l'ay I assure you that I run following with sympathet-

ic interest t he efforts of France to cope with difficul­

ties. which I t r ust will bE merely temporary. It is my 

hope that your country will succeed in its endeavor to 

meet thE existing situation without recourse to any mca­

st·rco which art not in conformity with thE spirit of thE 

Tri- Par t itE Dccl.arat1on, thE succtssful operation of which 

our govtrnm£nts so urgently desirE . Unquote . 

HULL 
(!!F) 
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GROUP ltEEfiNG September 23, 19)7 
9 : )0 a .:~ . 

Present: Mr . 
lolr . 
l4r . 
llr . 
Llr. 
Mr . 
t.lr . 

Taylor 
Ol1p.hant 
Lochhead 
Rietler 
Gaston 
Gibbons 
Thompson 

i!.lol . Jr : I want Seltzer here at 10 . He •s working on this 
speech for me, isn' t he? 

Haas: ·Les, sir. 

H. li .Jr : 

Haas: 

H.:.! . Jr : 

Oliphant: 

ll . 'l.Jr: 

Oliphant: 

H. '1. Jr: 

Oliphant: 

ll . :.f . Jr: 

Thompson: 

H. l.I . Jr : 

lhompson: 

B.W. Jr: 

Anybody els;-on t>ih;';!:-1£"'1...--.,.-~ 

Yes, some of Seltzer ' s assistants. But Seltzer's O.K. 

(On phone) I want Seltzer a t 10 . 

Who would work with you (Oliphant) if we wan t to do 
something 'IIi th the budget? Nho in your office works 
wi th you on the budget? 

Bernstein? 

Who? 

Bernstein. 

Do you went to take it firsthand, then pass it along? 

Yes . 

(To Thompson) Any papers? 

No papers . It may be of interest to know that the 
Budget Bureau has started its hearings on t he 19)9 
Treasury estimates ; making a l ittle progress . 

liuh? 

They 're planning to hold hearings for about three weeks . 
I think the Appropria tions Committee pushes that thing 
up; have it i n here in October . 

All right. 
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Lochhead: 

a .:~ . Jr: 

Lochhead: 

B . '~ .Jr: 

Lochhead: 

a. li. Jr: 

Lochhead : 

rti efler: 

H. li . Jr: 

Lochnead: 

H.wt . Jr: 

iliefle r: 

H.A. Jr: 

Lochhead : 

250 
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I think what Yr. Bell i s doing is to try to get 
as much done when he ' s away - be ready for him when 
he COIIeS back. 

Cable came in from London this morning, shows there's 
a little more hoarding starting ~ in the gold market 
for the first time •• •• • 

That's good, isn't it? 

Welt, good in tnis way possibly: 1t shows people 
are not worrying about the price of gold if t hey want 
t o ge t hold of it. 

Bow does that show up? 

'lbere •s a demand by hoa rders for gold -demand for coins; 
not banking quarters. 

I•d say that's on the good side. 

Well, it's on the good side just at this time; it's the 
good s ide to a bad situation. 

It shows that the Morgenthau-Phillips conversations 
e re giving the impression of stability to the price 
of gold . 

Beautifully put. ~bat else? 

Tbat' s all. 

I•d like you to stay atter*ards. Isn' t Jake going to 
be llere? 

Yes , he's going to . He's ins ide . Uo you want him 
attending too? 

Is he sitting outside? 
lie went back t9 nis own room to study up on something. 

(On pllone) Hello? Tell Dr . Viner I'd like bim here 
at ten, please . 

No ill effects troll last night? 

• 

Regraded Unclassified



Lochhead: 

Riefler: 

Gibbons: 

d. J . Jr: 

Jaos : 

H .'J. Jr: 

Guston: 

R.J. . Jr: 

Gas ton: 

H • .J.Jr: 

Gaston: 

H.!i .Jr: 

iliefler: 

n.:J .Jr: 

Gaston: 

H • .I! . Jr : 

(Nods no) 

(Nods no) 

I have nothing. 

Geor ge? 

I hnve nothing . 

- .3-

I ' d like you to stay, George , at ten. 

lferbert? 

251 

I have a letter from Herbert Johnson; said he ' s glad 
to send you - he ' ll send you the cart oon, but ne•s 
Scotch a nd he'd like to have you autograpn a picture 
a photograph to aim. ' 

o<ell, you tell him I'm J ewish a nd I • 11 do it. 

All r ight, I ' ll write a letter for your signature to 
him. 

(Showing H.!i .Jr some papers) About that thing, I 
don ' t suppose you want • •• •• 

Oh , Herbert Feis talked to me about that, and they all 
agreed it ' s a crazy idea and that tbis fellow - Herbert 
Feis said he told Fisher, who was with the President, 
to think up sometaing new. But quite frankly, between 
now and November 10 I think I 1m fairly well occupied. 

I think so, nnd I shouldn't think you ' d want to talk 
with Bonnet on monetary matters . 

No, no . Have you (Riefler) seen this cable that came 
in this morning? 

(Nods yes) 

Qnything else , Herbert? 

No. 
If I get a breatning spell today, I want to talk to 
you and Oliphant some time ~bout some of ~bat stuff 
that you s ea t me in this morning - Tucker s . 
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Gnston: 

i!. !l.Jr: 

Guton: 

H.-' . Jr: 

Gas t ot,: 

H.:.t .Jr: 

Gas ton: 

ii •• • Jr : 

Gaston: 

Oliphant : 

d • .ol . Jr : 

Oliphant: 

tl .:l. Jr: 

Oliphant : 

H . ..! . Jr : 

Oliphant: 

d.M.Jr : 

Ta-ylor: 

H.w. Jr : 

Taylor : 

-4-

Tucker ' s , yea, yes . 

McQuillan of New Yor k - i s that his name? 

Yes, Ycllullen. 

Has Oliphant seen i t ? 

I think he has not seen it . 

I got a new hunch where it ' s coming f r om:. Pretty 
vici ous stuff. 

Strange that they should come on the same day . 
Wcllullen 1 s seems to be wors e than Ray Tucker ' s. 
Ray t alked to Oliphant 1n mY presence. 

Did he? 

Yes . 

Got some direct informati on . 

What? 

I have some direct information. 

Well .... 

Subst ance of Frank Kent's conversation ..•• 

Hbat ' s tha t? 

I have the substance of Frank Kent ' s conversation 
wi t h Barney Baruch. 

I d i dn • t know tba t. Tba t 111 moke sense . But I 
have another source . I told you, Heroan, you could 
incorporate for a mill i on dollars . 

(Nods nothing) 

!lade up your mind yet about your plans or not? 

Close to t his week- end as I can. I'm going to find 
out about it . 
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d.II. Jr : 

Ttiylor : 

ii .:I. Jr : 

Oliphant: 

Gibbons : 

H .~.Jr : 

Gibbons : 

Tnylor: 

Gibbons: 

H. !J , Jr: 

Gibbons: 

Gaston: 

Oliphant: 

Gibbons: 

-5-

I think you' d be interested 1n staying after ten 
I didn' t know this was going to be over so soon ' 
But because I did ask the hCting Director of th~ 
budget to come i n at t en, see, I t hink you would 
be interested . 

Fine. 

Ber man? 
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Nothing. I 1ll be glad to keep you currently informed 
on developments on the bi dding . I don ' t want any 
help, but I want to keep you currently informed . 

Just one thing. The Judge is coming into Norfolk. 

Who? 

Judge Black . And they want a Coast Gua.rd boat to go 
out there . 

Justice . 

!.lr. Justice Black . 'ihey want to s end two of his 
subordina tes over with him: one feUow on the Shipping 
Board th~t gave hi.lll a lot of information, and his 
secretary when he was in the Senate, out to board t he 
ship on tne Coast Ouard boat, b efore the newspapermen. 
They want to get out before the newspapermen get to 
him. They called Waesche yesterday . I don't think 
we should let them go out with the newspapermen, but 
they should attempt to send two tenders out, two cutt.ers, 
to make the trip. 

You mean one goes out with the newspapermen? 

newspapermen board the ship. They want sooebody else, 
these two f ellows , to get out ahead. 

Isn't a Public Health cutter going out ahead of the 
Customs cutter? 

Whut ' s the regular practice? Wha t would ordinarily 
happen previously? 

Well, the Customs and the Public Health and the 
Immisration so out in n cutter and board the ship; 
and the newspapermen, i f they have passes to go down 
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a . ..! . Jr : 

G~bbons : 

r. . .- .Jr : 

Oliphant: 

H • ..! . Jr : 

Gibbons : 

O • .! . Jr: 

Gt.ston: 

! oylor: 

Gibbons : 

a .~ .Jr: 

Gt.ston : 

ii .... . Jr: 

-6-

on t hat cutter, they go 
Now, these fellows want 
of time and sneak a•way . 
see them, naturally . 

One . 

- all in Just one cutter. 
another one to go out ahead 

And the newspapermen will 
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I don't think it takes very long; I think one cutter. 
And if somebody else will nant a third cutter he ' ll 
got ahead of the Black people . ' 

Maybe Justice Hughes will want to go out. 

Let 1 s leave it this way. Until somebody else wants -
nas a different ide~< , I 1d handle 1t the way everything 
else is handled. 

Usual procedure . 

Usual procedure. And unless somebody else has an 
idea , I'd handle it jus t the ordinary way . 

lie can certainly tttke hi s own time about who he sees. 
If he ' s got his people there first, why , of course be 
sees them first . But Ood, it would be dreadf ul to 
send a ••• • 

You can't stop newspaper men from going out ther e . 
l hey're entitled to tha t . 

lio« many of you people have read the l est two ~eeks 
in the Saturday Evening Post t he story by AlS)p and 
Turner Catledge? 

I ' ve read it . 

rlead one of tnem - the first one . 

You mean on the Court? 
The 168 days of the Court fight. Have you read i t , 
Herman? you ought to read it . Did a beautiful Job. 

Yes, v ery good story. 

d 
• t a bert and Oliphant stay a te• 

All right . Wny on er come beck at ten o1 clock. 
minutes, then the r est of you 
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!U. t.COilO»X PLANS September 23, 1937 
10 :10 a . ll! . 

Present: 

H • ..! . Jr: 

bt.iley: 

H . .J.Jr: 

Bailey: 

a .... Jr: 

Kr. Taylor ' 
lolr . Oliphant~ 
Mr . Gaston• 
l.lr . Baas, 
Dr . Viner' 
Mr . Rieflero~ 
lair. Seltzer j 

Mr. Bailey (Budget) 
Mr. BarteltJ 

In addition, Mr. Bailey, to what I have alread 
asked you, in view of your memorandum which I ~ead 
very carefully th.is morn.ing - that's what made me 
have th.is 111eeting - I wish that you ~ould prepare _ 
if you could have it, s ay 1 maye:e-bT1uesd.q 1 because 
I asked you to have the o~her t hing Wonoay - a list 
of the revolving funds, all of tnem. Let 's t ake 
them as of the first of July, and t hen how much money 
did they have left in there the first of July and 
how much money is tbe Budget counting on for this 
f i scal year, net return from those revolving funds. 
I mean how much do we expect to take in? 

By "into the funds" ••• • .• 

I mean how much are we counting on balancing the 
budget - net. 

Net receipts. 

Net receipts . ~~t a re we counting on as the net 
receipts from those revolving funds , and now near 
we are on the time-table for the first two months -
I mean if you want to take wha tever the l ast date is 
that you have, the 15th or 20th, whatever is u 
conven.ient date, see; then give me - have that in 
ink and then give me in pencil woat we might really 
do if we had some backing troll! the President. Let ' s 
say - let 's put it this way: either put these revolving 
funds really into liquidati on, you see - I mean if 
he 1 s r eally told R. F. C. to stop borrowing, bow much 
could we expect to get over and above what we counted 
on, see? Now, I think Dan so ld he needs another 150 
million dollars out of R. F.C . ; I mean I can' t carry 
these figures. 

But I ' ll go over again what I want. All revolving 
funds . 'Nhere were we on the first of July? Bow 
much di d we expect to get, net receipts, on the basis 
ot two and a half months, or whatever the figures are? 
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Bow near are we? And if the Presi dent put these 
really into l i quidat ion, how much could we ge t for 
the rest of this year? 

Yes, s1r . 

Then what I want Mr. Oliphant to do is: What do 
have to do legally to put these revolVing funds 
of busin.ess and put them into liquidation, see? 

(Nods yes) 

we 
out 

I mean that ' s what I want out of your shop, you see. 

Then the other thing which, if you don't mind, I 
am not satisfied with: every time - and it ' s one of 
the biggest expenditures - every time we talk about 
road money I 1m always told that we can' t do i t. Tne 
law says thht on the first of January you have to 
a pportion, as I understand it, f or 18 months hence. 

Yes. 

Well, one of the rea sons that Mr. Oliphant and I are 
in the Treasury is because they told the President -
the Treasury told the President be couldn' t change 
the price of gold and we found a way to do it. Now, 
the thing that I want Yr. Oliphant to s tudy is this 
tning, this road money business, I mean, and what 
do we have to do to get tne legislation so that we 
don't nave to pledge the Treasury 18 months in 
advance f or money which hasn ' t yet been appropr i a ted. 
Am I right in that statement? 

Yes. 

As I understand it, they sit down on the first of 
January and tell the states that, beginning with 
July 1 1938 we wi ll for 12 months hence give them 
so much money, and the money hasn't yet been voted. 

That' s right. 

And every time you talk about cutt1ng that down,, 
you go up against that thing . And - I mean that s 
t he r eason I asked f or this. I mean to show for 
instance that _ we 've got this thing here - from 
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134 to 1 37 publi c highways got one billion, 179 
million dollars ; and for the four years pr evious to 
129 taey got 377 mi~ion. I mean it's just- it's 
just - ~ell, it's entirely out of proportion. 

Then the other thing that I ' d like is this . Could 
you give each of these people that want it one of 
these, then mark it "extra-confidential." On the 
back page here you ' ll find a list of agencies wholly 
financed by the government funds , and I ' d like all of 
you - eoch one of you individually - to take that and 
study it and tell me which of these do you think we 
could recommend to the President to put out of business 
without interfering too much with recovery, see? 

Now, Just for example, \'layne, how important is it to 
continue the Export-Import Bank? 

I think reasonably important. I think it aoes ••••• 

Nell, how important? 

I think there is no particular reason why it should 
be a completely independent agency unless t hey intend 
t o liquidate some of the others . In other words, if 
they liquidated the R.F. C. in toto •..•• 

Yes 

Then I think it might be useful to Aeep tnis other 
unit alive . 

Well now, I •m going to - may I use you as an example? 

You bet. 

Taking this as an example, because you happen to be 
very familiar with it, what encourageoent isdth~e 
to me - I ' m in private business - to go shea? a 
loan money, i f there's an Export-Import Bank. 

Well, there i s • •• •. • 
h 1 our Export-Import Bank, 

I mean this way, ere s Y 1 1ll1on dollars worth 
which i s here doing a cotupineb~siness _ as against the 
of business - governmen 
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psychological value or say1Dc, "Her e ' s anotaer 
independent asency we wound up ." 

Well, taere 1 S one particular Bftlle in that field 
and that 1s that Expor t-I•port Bank Will never ' 
finance all of a transaction. 
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But at this stage of r ecovery, why should they 
finance any? I'm Just argu1n& with you. 11by should 
they finance any? 

Well , one reason is that there is a certain gap in 
our credit structure which can not be taken up by 
the banks - i .n other words, your intermediate credit 
1n that type •••••• 

\'lby not tell the A.B. A., who are always tellin& us 
how to run our business - why not tell them how to 
run theirs? 

It' s part ly a question of legislation. That type 
of paper is not generally eligible. 

I still say why not simply put it on the table, end 
if there's a gap there why not fix the thing up so 
they can do it? ! mean • • ••• 

Yes . 

Do you get me? 

Oh yes. 

I mean I ' d like to examine it . I could give you a 
much better reason why we should continue N.E.C. , see? 
But we abolished it. Now, what I'm looking for is -
I want to do a way with some of these other agencies. 
I don't want to go so far that we really slow up 

but on the other hand, if I could convince 
recovery i , th t ahead and 
private business that we want em 0 go and I '• 
do business - I want to weigh the two tbingti, ht See 
askin& you people to think it over in that g • 
what I mean? 

that could be done to our basic 
There are some things ~ake this ty~e or paper eligible 
bank laws which would - r 

f 
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and desirable, which should be done . 
case ~he first institution that ought 
be the Export-Import Bank. 

Ylell, I 1m using that , ,, ..• 

Yes . 

And in that 
to go would 
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Now, the purpose of this thing here - what I am 
leading up to is, I first want to set up this thing -
now, for instance, show the people that what we 
have done in ' 34 to 137 -and I think it•s very good 
to divide~ those four. years just fall perfectly, and 
I suppose that's why you chose them; I mean the four 
yea rs previous to 129 and the f our years of tbe de­
pression, and the next tour years; and to me it both 
is shocking and encouraging, because I can see wher e 

'we can save a lot of money. And this ' '34 thing-
two billion, one hundred million dollars for the 
AAA, and - I thought Wallace ' s speech was pretty good 
today . 

Didn' t see that. 

Nell, be said that if they gave the farmers a parity 
price for cotton, have t o pay them 19 cents; and he 
is now talking that they should have what they had for 
50 years before the depression; that we couldn't 
afford to pay parity. 

Said he couldn't get that much money out of the 
Treasury . 

Couldn't get that much money out of the Treasury. 
And here AAJ. has got two billion dollers . Now in 
the President ' s statement the other day be sai d only 
500 million dollars for public works, 'llhich would 
include Soil Erosion. And wha t I am trying to do 
is _ I mean if you - I'd jus t like to get this 
rou to thinking about it . What I am trying to do 

~s t~ look forward to the next four yAe~r!ta~~k!:k:n 
that column down here to shoot at. n 
awful long time to get all of this toge;he~~tb~~ ~~t 
looking forward to the next four yeais th: light of 
you people thinking in those t erms, n 
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what's happened the last twelve years. And these 
figures are put together just the way I want theM. 
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Now, the other thing, hCCounts and Deposits I ' d 
like you to do for me. Again I'm- now I ~sked 
t he Budget wh;y , for ins tance, when I lo~k at Public 
Works and see that they spent mor e i n August ' 37 
t nan they did in 1 36, and they come back with t his 
statement: "With respect to the increase of expen­
ditures of Public Works Admini strati on for loans and 
gra nts to the stat es in the month of August 137 over 
t he month of August 1 36, you will realize that these 
expenditures are on a net basis . The actual payment 
for the month of AU3ust 1 36 was 34 million, offset 
by repayments or the liquidation of assets of 18 
million, leaving net expenditures of 16 . In the 
month of August 1 37 , the actual expenditures were 
19 .6 million, offset through repayments or liquidation 
by 1 .6 million, l eaving a net expenditure of 18 . And 
it can be read ily seen, t here f ore, tha t ther e has been 
a decline of 14 million in expenditures for Public 
11orks ; there has also been n decline of 16 million 
in repayments." 

Now, could you (Bartelt) set me up a dummY daily 
s t atement whi ch would have in the one br acket these 
the way you have now - Public Works; the other t hing 
would g ive gross expenditures, ana t hen have underneath 
gross r eceipts and then the difference; I mean show 
t hem separately. I ' d like to see a dummy s tatement 
put up that way , and then gi ve these people a chsnce 
to shoot at it, with the i dea tha t we will publi sh it 
that way in the f uture, showing gross expenditures 
one way t hen underneath show gross receipts, then 
the neti so that the people can see first what t he 
gr oss expenditures are and t hen wha t we t ake back, 
because it ' s - I d on' t see - I think they're entitled 
to it . So I ' d like a new dummy drawn up showing it 
that way. Because I've got to go t o you (Bartelt) 
a nd r•ve got to go to you (Bail ey) and you tell me 
thnt Public Norks is spendine less .but they ' re taking 
in much less; well , how the hell shall the public know 
that? And if I publish this this way, then we begin 
to get this thing across t hat 1f - first , that t hey. 
are spendi.ng less, wnich we have not yet got across, 
but, secondly, those receipts are less. Do you see 
what I mean? 
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Yes , I understand That i 1 funds· that is • nvo ves the revolving 
• • money t hat rolls over . 

Yes, but I want to 
tures and then the 
separately . 

show each month the gross expondi­
gross receipts, but show them 

Yes, I understand. 

Now, there is nothing against the l aw to keep you 
from doing that. 

Oh no. 

~/hat? 

No, sir, no legal ob jection to it. 

Well - and then the other thing is on the - and the 
l ast t hing - I mean that gets back to this revolving 
fund business, you see . 

Yes, it does . 

And I want to s ay, as f ar as I'm concerned, I want 
to recommend the abolishment of all revolving funds. 

Be an awful exaggeration of both expenditures and 
receipts if you do that. 

No worse than it is. How can you exaggerate f ac ts? 

Well, if Congress makes an appropriation, we 'll say, 
for ten million dollar s , end you roll over that ten 
million dollars ten times, you hhve a hundred million 
dollars in your expenditures and you get possibly 90 
mi~lion dollars in your receipts; each time it is 
spent it goes in your expenditures; when it comes back 
it goes in receipts. That ' s one of t he objecti ons 
from a Treasury s tandpo1nt, as I see it. 

Ylell, but it's true; isn't it? And on the other 
hand, if you do away with all revolving funds, 1110ke 
all net receipts come into the Treasury, then Con­
gress has to vote that R. F. C. can rent so much money 
and it ' s got to go through the Appropriations Couittee 
and through the Budget. If they say, nAll right, next 
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year R. F. C. can lend a hundred million dollars,• 
then it has to go through the Budget, through the 
President, to Congress and through the Appropriations 
Committee. This way we have no control; we never 
have had . And if it looks ten times worse than it 
is, swell . I say, "Swell ." The worse it looks, ~he 
better. You're certainly kidding everybody now. 

The other thing is, Mr . Bailey, on this Resettlement 
you say that t he Administration has an unexpended 
balance of 89 million dollars, that i t needs to 
complete the program 50 million, leaving i t a balance 
for the year of about 40 million. Could you enlarge 
on that please? I mean where does that money come 
from? And t he 40 million looks as ~hough it' s over. 
Have we counted on saving that, and if not could we 
put that into the pot for s aving, the 40 mi11ion? 
What? 

I ' m af r aid i t' s counted on, but •• • •• 

Well .... 

I ' ll give you a memorandum . 

I mean I don't overlook 40 million doll ars. I mean 
in the sense that - do you see what I mean? 

Now I •ve got a couple minutes before - does anybody 
not' understand what I ' ve been trying to get over this 
morning? 

Oh - and, Herman, look up Section 32 where it 
Agriculture one-~uarter of Customs receipts. 
to put that down as one of the first things. 
to recommend that we abolish Section J2. 

gives 
I want 
I want 

Ther.e's one other matter that you talked about bef~re -
subsi dies • . Do you want to say anything about tbat 

i 1 <v .. big a subject tor this. 
Wall, not - I mean t s • • 

Jake, do you see what I mean? 

(Nods yes) 
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I understand . 

Seltzer? 

Yes 

Wayne? 

(Nods yes) 

Herbert? 

I understand, yes . 

And you (Oliphant) get what I want. 

Yes. 

And t hen, as I say, I ' d like to ~eep this terribl y 
confidential, because I don ' t went the enemy to 
start shooting at me , because I'm going to shoot 
fir s t. I 1m terribly encouraged at the possibility 
of what we can do . 

rlow much do you want to go into the regr ouping or 
reorganization aspects of this? 

I'll take any suggestion t hat will save money . 

Although if I remember rightly , they are really 
not being presented as an economy proposal, are 
t ney? 

The reorganization? 

Yes . 

You mean by the Pr esi dent? 

The President's program . 
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The Presi dent ' s att i tude on that - be explai~ed to 
me the other day - he said when he was Governor be 
looked simply for higher effi ciency in government 
and no saving in money; and the r ecord of the State 
of New York end the State of Virginia doesn't show 
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tbllt any money is saved, but you get much ,.eater 
efficiency i n r unning the government. Be doesn ' t 
look for savings. Be said all the his tory of the 
State of Virginia and of Hew York does not show 
t ha t any money i s saved. Be doesn ' t expect to 
present it in that way . 

If it is there to do, wby, thutls 

Oh yes . 

•• • • 

I mean in this group here- I mean it's just bound 
to be possible. 

What I Iilii asking is this. I am tryi ng to ask you 
people t o think about this thing and anybody tha t 
bas any suggestions - I need all the help I can 
get. It' s the biggest Job I've got. 

264 
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fttE 'WHITE HOUSE 

WAIIH .. OTON 

September 23, 1937 

Memorandum For: Honorable Robert J ackson 
Department ot Just1oe 

Dear Ur. J ackson : 

Th1s 1s the matter I sooke to 

you about on the telephone. 

W1th best "ishes to you, 

Very sincerely, 

~.a.~ 
cretary to the President 
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S.pte.ber 23, 19.37 

I rec.,_Dd bo1d1Dg thia Order UDtll we e&D confer on it. 
~ reasons are 1 

1 . Identical bide forced on the govel'lllllent .U..tize the 
whole monopo)¥ pr'Ob1ea. It is an issue with greet political poeai­
bUitiee, as well u aerit, because high price reaen~nts force 7our 
eneeies to go along wi tb 7our prograa. .U.o 110nopo]¥ fiouriebea be­
e&use of.£!!!!!:! dacieiopt pr"Otscting it. This ifsue baa greet 
poaa1b111tiee U it is pr'Operl7 druatbed. 

2 . The Order ill neptiYe alld drea&ti.aee nothing. It stope 
bll)'iDg on identical bide but tbtt is not &D &Dti-IIODOpo)¥ J!!'OI!!'!Il• 
llbere do we go troa tbenT 

3 . The firet action taken b7 7ou ebould be deaigned to taU 
full adYeDtsge of this eituation. lie should, U poaaib1e, instruct the 
departments bow to ~ eo as not to atop their work, and not be 1111'1>­
jected to charges of fnori tiea or corruption. lla llll8t ban a plan to 
proceed against theee persona who are breaking down the gon%'12Mnt1e 
eyatea of coapetitin ~· It ill not poaelbla to proeecuts tbeea 
e&aee with the present etaff but I hellen wa could work out a YerT 
effective pr'Ogrea on this IIUbject. 

BuaiDeea bas conrtcted itself of 110nopol7 b7 the identical 
bidding scbelle . The people c&ll be 118de to undartt&Dd th1e illeue . I 
think 70u C&D eeiaa this tubject in a .-,. that neither 7our econoaic 
nor political eneaiee C&D witbetand. 

In f1V opi.nion this Order should be part of a ~ E!. cupdcp 
rather than .., eDd iD itself. PeDdiDg 7ou:r return Tom Corcoran and I 
will do 80118 work on it . 
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'!l>e President, 
!'he llhite House. 

ctf&a DftiJtJ\1htrntv <iturral 
lJu4ington.J..Ql. 

September 21, 1937. 

1(1' dear Nr. Presidents 

IIi th the gene.ral purpose and objective ot breaking up identical 

bidding, I lUll in tull eympo.teyJ but I would not want to appro•e ot the 

order enclosed herewith, wbicb bas been proposed bJ the TreaSW'J' and 

cooditionally cleared by the Budget, until I can hue opportuni ty to 

r c'Vie'l" with you aoote of the practical consequences wbicb -:y result in 

embarrassment to the Departn:ent of .Tuotice end through it to your f.d.Un­

i otration 1t we do not l:l&lce provision to gus.rcl against them. 

The operation of the order will no doubt be attended by consider­

able publicity and throw into tbis Depa.rtcent a very large number of bi cla, 

cech or which will have been held to be prima facie collusive and hence 

the result of illegal activiti es on the part of the bidders . This situation 

woul d indicate the duty of instituting a large nwober of suits, Yet it would 

be r eckless f or this Depert.nent t o proceed t o prosecutions merely upon a 

~ facie case and without thoroughly investigating tho cause a of the 

identi col bids. It must not be overlooked thet the systems which produce 

idmtical bids are prepared by laeyers of skill and expe.riencs who believe 

that t hfl"J have brought themselves within the protection of Suprece Court 

precedents . 

Our Antitrust Dividon is quite ready, indeed anxi0113, not only 

to chall enge the legality of these systems, but also to challenge the pre­

cedents themselves. The Antitrust Division baa, however, ite entire staff 

••signed to pending cases, several or which aro of major importance such 

es the Aluminum CompallJr matter, the 011 cases pending in Wisconsin, end the 

l'inaoce Company cases. 

AD attack on identical bidding on a sufficiently wide front to avoid 

the accusation of bias in aalectton is beyond anything contemplated by our 

appropriations or possible to our present staff. Facb antitrust suit ia 

coat ing in the neighborhood of eloo, ooo and each or these identical bidding 

coses will present QU of the d1tticulties of any typical antitrust case. 
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In order that we ~ bue a coordinated effort to break up 
idctical biddiDg planne4 betore a deluge ot publlcit)- brealta aa a 
ruult of tbis uecuti're order, can tbia utter oot await an opportuoit;)' 
to discuss witb JOU a po.,.ibilit)- ot derlaiog what will .._...t to a 
•eo"P"1gn° and ot allocating tuoda tl'oal - source to eaable ua to dael 
n th this problem 1D aclequate taahioof 

Consideration abould also be giTeo to the course to be 
token 'llbile litigation ie in progress , far it IIWit be borne in mind that 
it will be protracted and probabl:J not settled within tba life ot the 
prauent administration. If all identical bide are to be rejected, it 
will enforce a polic7 of purcbaaiog without bids, eapeciall7 1D 
Departments lilte the U.:, and NaTJ where t he procress of tba Wuk is 
!.eperative . Long cont ioued scroarnment bu;r1Ds without adTertiaiD& tor 
bids u.:t 10ubjeet the T&rioua o.pertaents to cb&rsee ot fuoritia• or 
poosibly corruptioo. Tba ~ policy of the scroerMent, which rM:J 
be co•plet~ unsettled br this e:mcutin order, should be cccnructin­
l,y deterllined a t tba saae t18e that tbe order 1a issued ao aa to pro­
tect your administration agaioat tbe daagers of nol>-<loaapetit1Ye l>llJiag. 

273 

I consider this order as a major moTe of 7our adminiatration 
and want to place 111 Department 1D a position to cooperate v:l.goroualJ 
in attaining the objecti..,.. I thinlt we sbould confer an this subject 
at an earlJ date and will bold IIJSelt 1D rsadineas to do so. 

lttomq Oanaral. 
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BUREAU OF THE BUDGET 

WASHINGTON 

SEP 21 1937 

ll;y clear ll.r. Attorney General: 

Herewith is a proposed ExecutJ.Ye Order, 
presented in!onoall.J" bT the Treasury Depart.­
aent, requiring suboaission to the Departaent 
o! Ju.+<ce <I)' al1 cases 1n 'tlbich bide are sul:>-
1111 tted--trlllre there appears to be eTidence o! 
collusion. 

It is inf:orull,y understood that the At-­
torney General w1l1 prepare a letter to the 
President concerning the proposed order. 

Subject to the citation of the authority 
under wbich the order is issued it has rq 
approTal as to !om. 

The Honorable, 

Very trW¥ yours, 

Assistant 
For and 1n the ab ce of the 

AcUn& DireCtor. 

The Attorney General. 

Enclosure: 
Draft of proposed 
Execut1Te Order. 
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'JJ£!"I!I tppp 

RIQUl!Ull) TI I llllll '1'0 P iDUilil '1'0 'ftll DIP.urnolll! 

or JUS'l'IOS 

It. appeariJ11 tbat in ..n7 inateDOee there are 'bei111 

recei,..d identical 'bide o~ propoae4 p&rcbaau 117 Ule MUral 

encuth'e dep.rt.ch and i n4epen4ct eetal>Ualllenh of t he 

GoYIJ'IIIUIIt, in41cat1nc oollullon Ulere'bJ deprhiac t he Oonm­

.. ..,t of OC~~~~>etitlon cont~~~~plate4 and required 'b7 aeeUon 3709 

of the B..,1ae4 Statutee, it h her1'b7 ordered ~. until 

further notice, in ell caaea i n wblch there 1a ertd.ance tlw.t 

blde otberwiae acceptable are the reenlt of oolluelon 'before 

81J'3 'bid 1o accepted, euch ca .. a 'be referred to the llepartment 

of Juetice f or determination cether oollualon 1o pr eaant . 

All caMe of identical ld.da woul4 i n the a'baenee of ... u .. 

:fQOtOJ:7 evidence that no collual on wu preeen~ fall 'l'ithln 

thio Order. 

It is further ordered tbat all 1nY1tatio':'• hereefhr 

ta-d 117 the liTeral execuUn depart.ento and lahpdent 

eata'bll.u-nta of the OoT.,mact for furniahll11 -terlale, 

811lJPllea or equipaent Call require, unleu deemed 1na4Yiaal>le 

i .n a parti<llllar oue 'b7 the contracttac officer, the 'biddera 

to atate Ule priDe at which Ule ••e '1'111 'be turnilhed 'boUI 

t . o. b. point of cipuot and f.o.b. point of deeUa>ation. 

m mu lllt1SI, 

Sept~r , 1937 
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• .,_/V ~ PUk, I. T.! 
~"~ · ~ Ootober 19, 193?. 

~~·;em, 

CJ 

THE SJ:ORJ:T ARY or 'l'BI TRJ:.ASURT 

Will you arrange to OOM 

w1 tb Bob Jaokson to talk w1 tb rae 

about this? Possibly the Attorney 

General will want to come also. 

r. D. R, 

OOPY TO: 
THI ATTORBY OENEIU.L 

27 
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• 
TREASURY DEPARTMENT 

..... 
,. Secretary llorgentbau 

,.... !hu·man Oliphant 

llhen you see Sob Jaekeon on the attached , you r:rq ftllt 

to bl.'fe in a1.nd the following: 

(1) The position which Jackson toot in the attached letter 
to the President was taken b&rore our success in the 
tire deel. . 

(:t) From what he hu told u about t he plan he 11entioned to 
the President, I tbink i t 1n'f0lvca: 

(a) A small committee of r eel exports chosen fr011 t hose 
now 1n the Government llho ~re r oell;v interested in the 
monopoly problem, which committee will pr epare r eco•­
mendations for improvins the ant1-11ono,ol;v laws . It ia 
to work quietly, and is to require no fUnds, as i t ia 
to use present Government personnel and stutisticel re­
sources . 

(b ) To hsDdle the tie-bid situation for ell of the 
Depertoent&, J aekeon wnnta ~.ooo or f500,000 to set 
up <>bout ten units in different oarts of the C0<1nt17 (each 
headed by a bigb-grade luyer) tor a slaW. teneows e. ttsek 
on about tan industries. Jecbon does not plan the or­
dinery J. Edger Hoonr ~pe of innatl.ption, but plana 
Grand Jury investigations. 

AttaeluDents. 

277 
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THE aii:CIUTAAY 01' THE TIU:A8UAV 

WA8HINOTON 

In rln ot the diacuadcc ot the •tte.r at CabiDet IIMUJic 

oo October 22, I think it deeir.ble that I gift TOll a brief statement 

of wbat the 1'reuuey Depart.ent be.s done ao tar about tie bide, aDd 

th&t I sul:lait, tor TOur collBideration, a statement ot what I propoae 

to do in the future . 

Discussion bee contused two t b111811 wbich should be kept 

•eparate. Row, under the law, Oovel'llllallt purchese11 are to be handled 

is not to be oontuaed with the enforcement of anti-tm~~t laws b7 the 

Departllent or Justice. 1'be latter does not concern the 1'reasu:7. 1'bia 

IIUIOrand'la deals with the !o1'118r ~. 

1'be tie bids .tor tire11, opaned J~ 1, 1937, were 11ut.itted to 

the Attorne7 Oener.l. Be ru.led tbat, upon the tacte in this cue before 

the Department, 1 t wa11 justified in conclud.iug tbat these bid11 were the 

result or collusion and a coabination in restrai.nt or trade, aDd tbat 

the rejection or these bide -., therefore, juatif'ied. He suggested 

tbet the matter be referred to the Department of Juatice with • rtew to 

prosecut-ion, wbicb w.a done. Also, the bide were rejected aDd the 

bidders were adrlsed tbat their bid11 bad been rejected because or the 

indication of oolluaion. 

On Septe11ber 11, the Director ot ProcureMDt read'"'rtiaed tor 

bids aDd sent notice to all the prior bidders and to nu.oroua other 

cotlpllll1es. Apin no coapati tion na obtained, and tlie bide •de the 
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1ue showing ot colluai011. Accord!~, tbq war. epJ.n rejected. 

Froa the toreeoing, I · ooacluded tb&t fUrther attorta to 

secure legal.JJ- acceptable bida bT ~rtia-nt wcul4 be tutUe. !be 

t.1M being abort, I dete.ndned there ,.. a public exi&IIDCT which, UDder 

tbe atstute regulating Oonl'IIMnt purcbaaes, autborbed a li.ISOtiated 

cont ract tor tires w1 tbout turtber advertilin& tor bide. !be .lttol'lle7 

Generel ruled, and the Co.ptroller General asreed, that the Departunt 

was authorized to b\0' tires in tbia ~ • 

.lccordingl;y, a contract tor the needed Urea waa 11.1gotiated 

wi tb Sears Roebuck It ~at a aanng rang:ln& tl'OII 10 to 2S per cent 

under the prices conta1ned in the two seta ot i dentical bids that bad 

been rejected • 

.la to the future, the folloWing ia the legal. and practical 

11 tuation confronting the Treas1117. .lpert r roa aey dut.y "" the TraaaUJ7 

tc &TOld aiding, witb ita petroll.lge, a C<labinatioa dolating l'ederal 

anti-trust laws, the clear pol.iCT ot the statute regulating GoTel'DMnt 

purcbasee and bindin& on ·• 1e th&t the Goveruant aball not be deprlnd 

or the benefit ot c<Mapetition bT colluaJ.oo .-, bidders or otberwiee. 

It the Treae1117 1a to lll&ke purohasee, 1 t IIIWit tollow the law not onl;r 

because of the obligetioo ot the oath of puhlic otticera, but alao 

because of the nee<~aei v of protecting rrca pereooal llabillt-7 dia­

bureing and cert1f71n& orticers called oo to pe;f tor such pnrcbalea. 

em the other beDd, I do not want to get beJODd '117 01111 jiU'ia­

dict i on nor seam to be attempting to fiX a unitora policy as to tie 

bide on Govel'IIMnt purobalee tor other depart.enta . lb' probla, aa to 

2/9 
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tbe freull%7, 1a to a'OOid Wa "-\ at tbe - U.. follow tbe law 

end protect 'liT cl11bun1D& ottioen, or tbo•• wbo oertit)' ~te . 

.loco~, when the uxt cue of tie bi~ -before .. 

tor action, I propou to proceed u foU-t 

1. I a'-11 ask thAI .lttorDe:y Oenera1 epeoifi~ to 

ru1e •bather OD the facti. of the cue then before 

• I would be juatifiad in concluding that no col­

luaion or other 'fiolatiOD of law wu pras811t. 

2. It bis ananr ie 1D the atfil'll&tive, I a'-11, to 

protect 41ebursiD& orticere, aek the Coaptroller 

General for a specific ru11Da.wbetber1 it a coo­

tract were concluded With one or the identical 

bidders chOsen by lot, be would approve disburse­

mente thereunder. 

) . It the Coaptroller General's answer ie also in the 

atti~tive and it at tb&t time we are, as now, 

without a unitora policy OD tie bi~ appllcahla to 

aU deperllaente of tb8 Gonrnaent, I a'-11 fortbwith 

CODclude a contract with 0110 of the identical bidders, 

obooaiD& h1a b7 lot. . 

4. It I do not get an atti:nl&ti ve an6W&r froa both tb8 

.lttorne;r General and the COIIptroller General, I shall, 

as to purcb8ees tor other departments , ask your 

approva1 tor ae to refer the utter back to such de­

p&rtMDte to aake their O'ID purcbu... .la to 

280 
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paa ' 11 fill' t1111 fJ a_, llpw? '• I 1111111 

Nleft • tie '?dAI, ~ .. , ad, 11' I 

apia 1ft tie blu, "-a I 1lall. ' tor, _, 

prhate aepti.aU .... to HOUl'l tM 'belt poRi~ 

prioe tor tM Cloft~t .. , w1 til tM appi'Gftl 

ot tile &tw:nq Quenl, -. 4cmo ill tM tiro -· 
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ll/lS/'J7 
Cban&e ude b7 CVO lilephoned t.o 
all wbo were sent copies - eban&es 
•ere on pages 2 end 'J. 
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,.....,.uoa, ftd.a - '-• Al.eo, u. '11Ua "" roJooW •• * 
blddur wn ad'floed \M\ \ball' 'i&1e W llroa njoot.ad --- ot * 
1111U•Uaa et _,,_._ 

0. lop~ U, \M III.....Wr ot ""''u u oa\ roodwii'Urod to. 

ltide Uld sea\ 110\lao w aU U. prior liUdano.., w -ro• otMr 

1 u lao. Apia .. ....,.uu..a - oll\ai...S, at \bo 'll&to .... tile 
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Ja ~- of \M u. .. d• .t tiM •"-" a\ Ga"'-' IIMtbr 

• 0.\oller 221 I \lllU 1\ ~ \lla\ I 11.,. ,_ a 'brlat nat..\ 

.tnat.~~~, .. ._ .. ru...,.uo..u.,_. 

that I e'IIW\1 tor 7"1' -.idon\1,., a e\1"-' at 1111&\ I ,..,.,, 

\o 4o 1a ~ hw.r.. 

11110\INi• llu ..tuod Wo t.biap wblela eM.U lie a,t 

..,.rate, ao., -.r \lie law, ao..-at purolluol an w 11e • "o' 

11 •t \o lie _,._.. 111\h ~ ..tor l1414t of aaU-vwt 1.- lit' ~ 

~t of 1•\1•, !lie latter 4ooe Mt -ra \lie beua7· nu 

-rud• 4oala 111\ll t.1111 r-r oal:T· 

!lie \lo .... tu \lrea, ''' d I~ 1.1 19171 - ..-..,w te 

till .t.twnq o-ral.. • ftla4 tbat, .,.. tale taoto 1a ih1l -Won 

tbll llepart..at, li _, J•Utlo' 1a ~lldi.ac \hat \Moo bide wn \M 

nault of ooU-.1,. aa4 a r wuuoa 1a :N~Vaiat. ot Vado, ao' \lla\ 

tbll rtjH\1,. ot iiiNo bide _., \honforo, J•Utlo'• • ...... w 

\llat t.ba •''- lie ntorncl \o \lie ~\ of l•Uoa with a ~- \o 

pi'IOOOU\1 .. , Wid. WO .... ~~ ~ bide Wl'l rtJooW ...... 

bidden wore ..t.bod \ha\ \balr llt4l 111114 lleoa nJooW ...__ of \lie 

la41•Uoa ot oo''•'•• 
Oa lap'-~ u, tale lllreo\Or ot Prose d r:A!ftrUood tOft 

'bide aa4 coat. aoUoo \o aU tiM prior bidllora ..S t.o •-ro• otalalr 

1 e loo, Ap.1a ....... u Uoa _, olrt.a1M4, u4 \ba bide .... tile 
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Ia '1'1.,. of tM di1._a1,. of tllil •twr at Oa'b1Mt .. u., 

oa Ootober 22• I Walt it 4ea1nble tllat I 11.,. ,_ a 'llriat 1tat-t 

ot nat \1111 ~ ~t bu 4-. 1o far aboll\ Uo bl.u• ... 

tbd I nllili '• for JOIIl' -.14eraUoa. a 1t&t&Ma\ of nat I pl'OJIOIIO 

_to 4o 1a tllil htvo. 

Diooua&ica llu -rued t.o tbiap llbioll 1bollld bo Up\ 

11paroto. Bow• uader tllil law• Gon~ot purobuoo are to bo bew!lod 

1a aot to bo ooat'lllocl w1 t.h \1111 aato~at of aa\1-truat law b)' \1111 

Depal'tlleo\ of .TuaUoo. !lao latter •- ..,, oo-ro \1111 !rouuz7, filii 

-rood• 4oala With \1111 fonor aaJ.7, 

!lao Uo bl.u for Ure1• opeocl .Tal¥ l• 1917, wre nllm.tW w 

tbo .l\toi'M)' Oaoral. So rul.o4 \bat• vpoa the facta 1D WI .... bat..,. 

the Dep&n.eat. it ao J•Ufiod ill oooolll41.ac that tlliloo biu wra \1111 

l'Mlllt of oolludoa &w! a -!Jd••Uoa 1a ra1tra1D\ of trade, aw! tlla\ 

t he raJooUoa of tlliiM bl.u ao, tllorafora, J•t1t1o4. So nao•W 

t he\ the •ttol' bo rato:rncl to tllil DopartMo\ of .T111Uoo w1 th a 'fi.,. to 

PlOMOUUOil, W!deb -. 4-.. .llao• tho bl.u ..... rej ected ud t11a 

b144oro wre ad'filod \bat \boil' bl.u bed boon rajootod booalllo of t• 

1D41oa\1oa of oolluioa. 

0a hptoallill' u. \1111 Dl.rootor of Proow rt rood'nrti•od tor 

b14o &04 10at aoU•• to all tho prior bl.cWoro aw! to •-ro• o\llilr 

o...,.a101• Ac&1• 00 OCIIIflll\1 Uoa -.. obtaiu4, aw! the biu .ado \be 
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\»rues;, u to Aftlt W. .. , •' tM- tue t.U. * w 
... ,re~., 4UM:rdac aftlaan, or thoae who cer tify pe.)'llenta • 

.u.~, ._ \lie -' - or ~ ldM ._ WoN • 

1. I aball Uk ta. AUo...,- O..Nl llpHlliealq w 
nla •a.ta.r oa ~ tuw or \lie IUo ~ Won 

• I wolllt a. Jut1.t1 .. 1a ~lldiac *'.., ~ 
luioa or o\ller nolaUoa or 18 aa pa ald. 

2. u bb aunr 1a 1a tilt atn .. u ... , I aball, to 

proton diaburaiq ottioon, aa ta. ~ 

O..Nl for a apooifio 1'Ul1aa n.ta.r, 1t a -

traot wre ooa.J._.ed wU.Il- or tilt idftt.loal 

bidden ohooea liT lot, a. WO'Cil4 approTo dia~ 

'· U ta. eo.ptroUor Oonozal1a -r 1o &lao 1a tilt 

atti.-tho aad i t at ta.t U. wan, u -• 

witbollt a aitom poUq oa Uo blcla appUoablo to 

all d.,.n-w ot \8 Cloft~t, I aMll fortllld.tll 

_,,,. • -\not witll- or tilt l<ltat.lcal bl.S.n, ......... , .. lila. 1ft. 

4. U I do aot 1~ u atti-Un -r tra botll tilt 

Attol'llt7 Goaenl _. \lie eo.,~r O..Nl, I allaU, 

U to parolluoe tor o\ller clapart&I&U, uk 70V 

a,proftl tor • to refer \be Mt tar llaak to IIUil dt-

,..n-ate to --~ - poaNII&Heo M \o 

-
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.,.. abowiD& ot collunoo. AocordiDclT, tbq were qa1n rejected. 

Froa tbe toregoi.Dc, I coacl.uded tbat turtber ettorte to 

eecure lep.ll;r acceptable bide b;r adnrtiee .. nt would be tutile. !be 

Ume beiD& abort, I detemined tbere waa a public exigency which, under 

the atatllte regulati.Dg Govel'l'lllent purohaaea, authorised a negotiated 

contract tor tires W1 thout further adnrtidDg tor bide. !be l ttorDq 

General ruled, and the Co.ptroller General agreed, tbet tbe Departaent 

n e autborized to bt.t;y tires in thia we;r. 

lccordingl;y, a contract tor tbe a.eded tires ae negotiated 

W1 th Seare l!oebuck & Co!lpan;y at a sa 'ring ranging troa 10 to 25 per cent 

under the prices contained in the two aeta ot identical bids that bad 

been rejected. 

la to the t'uture, the tollowin& 11 the legal and practical 

ai tuation controntiDg tbe 'l'reaslll')'. lpert trom an;y dut:y on tbe 'l'rea&lll7 

to aToid aidiD&, With ita patronage, a CCIIbination rlclatiDg Federal 

&!lti-truat lan, the clear pol1c7 ot the statute regulating GO'remaent 

purcheaea &Dd MncUng on .e b tbet the Govemaent abell not be depriTed 

ot the henatit ot ccmpetition b7 collusion &IIIOIIg bidders or otberWiae. 

It the 'l'reaaucy 1a to ...a purcbeaea, it auat t'ollow the law not onl7 

because ot the obligation ot the oath ct public otticere, but alao 

because ot tbe necessi t;y ot protectinc trom personal llahlli t7 dia-

ii.•H'-1 ~ ~ 1\ I 1-J 
buraingA otticera Called on to pa;y tor aucb purohaaes • 

On the other baDd, I do not want to gat be7ond a:r own j11rie-

d1ct1on nor aeea to be attaaptiD& to t1x a Ullitor.a pollc;r u to tie 

bide oc OoTern.ent purcbe&es tor other da~ta. 10' pro~. u to 
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JIEII)JWIIXIII TO THE PRESIDEII!s 

In view of the discussion of the •tter at Cabinet MMUnc 

on October 22 , I think it desirable that I giv' you a brief s tateeent 

of what the Treasury Department has dona eo fu about tie bids , and 

~·t I submit, f or your conside~tion, a statement of what I propose 

to do in the future. 

... The tie bids for tires , opened .Tul7 1 , 1937, were subllitted to 

t.'lo Attorne:r Generel. He ruled that, uoon the !acte 1n this cate before 

the Depe.rtment , it was justified i n concluding that these bids were the 

r elllllt of collusion and a co~illlltiOn in r es traint of trade, and that 

the rejection of these bids was, therefore , justified. He suggested 

( t'ISt the matter be referred to the Depttrtment of .TWJtice with a view to 

prosecution, which "'s done. Also, the bids t~ere rejected and the 

bidders were advised that their bids bad been rejected because of the 

indication of collusion. 

t 

On September ll, the Director of ProcurMIBDt readnrtised !or 

bids c.nd sent notice to nll the prior bidders and to lllll>el'Oilll other 

coapaniea. Again no cozpetition •·BS obWnod, and the bids lllid.e the s..ae 

showing ot collusion. Accordingly , tha:y were agnin rejected. 

From the foregoing , I concluded that furthar efforts to secure 

~·~~~ ttcceptabla bids by advartioement would be tutile. The tiM 

being short, I deterained there was a public exigency which, under the 

statute regulating Gove~t purcblleea, authorized a negot4ted 

contract ror tires without turtbar ad ... rtiailll !or bide. The 
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Attorney General ruled, and the Comptroller General agreed, that the 

Dep<.rtoent was authori~ed to bu;y tires in this way. 

Accordingly , a contract f or the needed tires ?.us negotiated 

with Seurs Poe buck & Compa.lly a t a saving ranging froa 10 to 25 per cent 

under the prices contained 1n the two seta of i dentical bids that had 

teen r ejected. 

Aa to the tllture, the following 1a the legal and ~re.ctical 

ai~tion confronting the Treasury. Apart troa aey duty on the 

Tr ct.aury to a void aiding, rltb i ta J)&trolll4(e, a c011binaUon violating 

Feder t.l ant i -trust laws, the clear 1ol1ey of the aU.tute regulating 

Government purchas es nnd binding on me 1& thnt the Government s hall not 

bo .deprived of tho benefit of comoetl t ion by collusion amo!lll bidders 

or otherwise . If the Treasury is to make purchases, it must follow the 

la not only because of the obligation of the oath of public officers, 

but cleo beeauae of the necessity of protecting troa personal liability 

disbursing of f i cers celled on to pn)' for such purchases . 

A ccordingly, when the next case or t ie bids CO:ISS before ... 

for uction, I propose to proceed es follows• 

1 . I shall a sk the Attorney General epncifienlly to 

rule whether on the facts of the CLue then before 

ae I would be jllBtified in concluding t hat no col­

lusion or other violation of law was precont • 
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2. U bis snsr.er is 1n the a.ftinlathe, I shall, 

to protect disbursing otticare, ask the 

Comptroller General tor e spocific ruling 

whet her , if a contract wore concluded vd th one 

of the identical bidders chosen by lot, he would 

approve disbursements t hereunder. 

S. If the Co:lptroller General ' a answer 1s also 1n 

the a.ff'irllative and if at t.bat tiae • e ere, as no,., ... ~~ 
without a unifom policy• anpl.1cable to all depert.-

IDllnts of the Government, I ebsll forthwith conclude 

a contract with one of the identical bidders , 

choosing him by lot. 

4. If I do not get an af f inonti ve nnawer f rom both t he 

Attorney General and the Comntroller GeneraJ., I shall , 

os to purcheses for ot~~r ·deptirtaents, ask your 

approvaJ. for ce to r efer the tlllttor bl.ck to m .ch de-

30S 

partaents to me.ke their own purchesoa. As to ~L. ~ _..;_--/ 
~u/0../W< . ... J ~;.;· ~ 

chases for the Trea~ury Depe.rtoent, I shall endu.vor, Z. ;.4- .1~ 
,. J 

by privnte negotiation, to aecuro the best possible 

price for the Government as , vdtb the approval of the 

Attorney General , was done in t he tiro case. 

H0 1a retyped 10- 29-57 

Read byo Bernard 
Opper 
J&ann1• 
Wencbel 
Laws 
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IUft f1P .lltlmlft MD JAil IIOLDlJO CORAl! -··. 

1., Ill' _ .. ,. ar ~~ '· t eat4 1 -..ow laW~" "' .ctr•• 

\llo c-er-N 1a a ..-eial --.. ao \he nlaU..oa*lp ot pow w\ te 

people kll- .....U 'be ..... , _. poildd •' Uoa\, .._ a\\aaa an 

Mdo ,. eer\e1a ~ ._,._ pnoU.- *la an - I ,_.F 

" neided "r Uoa ••• t ,_,., aJ.n• or_. .. , 11 w _.' !we lat.\ 
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oa \he sou·•i\ or .... ei\h•asp, Ulan uo UooM ...., en ...,... te 

call Udo u at\aetl ,. all "*ia-. I raid \11M _. I - ...,.., _.., 

t.lth h wllM dooep\1,. wb.leb wlll aot 1• 11 dooei.Ye. 

Ooar ,.ople 1\aft eoao\M~ eo\ \bolr hooe apia.\ awrr.W 

--v.u. .. t1 eMl\ll ud ooao..tc ponr olaee \he Ootid \ wa 

to.ded. 11allll.q\oe b1tWI'q laftlllled J«L\u\ -opals... l.ttw-

eu.no rr.. •WrJrrUo· 1.-... aall...,.. \he nu.l- ,...,. at u.a -r .. . ...,. u.a ..., w11.1s - --'"'" 1a \bo llalW ""'- ..-

.... ua .. ,., ..... 1.1aee1a !Mld -. -r,...... n Mr OIIIUa natotlll 

tor \he ,.._-uoe or \ll• 11a1•· !Medon a-enlt at tac:llad .,....,. 

rlp \e to ,_. 1a all qur\era . 

Jebia4 111- 11111 a _ _,. or o\nelle to pre- l.adu\rlal 

,._.,. aa \he oeq •wl~\ 1a wlt.lob poUU.cal ,._,..., e.l4 

Rr'f'iw, c'lt\ll ~• elMU.oe \he tore•• ~c.lal \bo r1lllt.a ot 

the ..., aa apiaa\ u.a tw M4 a\ laat .._ .araMllod tor U.e .._ 

jliaiw lla\\la ~ \llHa w111 dft __ _..u_ or~"' _. 
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llllwld 'bo hultl.7 neaph .. u bolt. oe• part of t.bo larpr ~- of 

..,..., l•h••n• ..,4 i t. A11111 4 'bo deal\ with oe tile\ bula. 

8leb -'>taaUoe• ..,4 praot.lcu ba.,. 'boee -•-r ror _t.rt .. 

1e &aclo UTrleea lew _. pNiUTI\, ud t.bo neord of tho at.rulll• •f 
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. ' ~ 

bedl .. u"t.e-i~·,,, u.. -·--' or tho a- .lot. ~t. 50 
"- . 
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Regraded Unclassified



314 

GROUP IU.ETI NG September 24, 1937 
9: 30 a.m. 

Present : 

ii . !.!.Jr: 

Oliphant : 

ll . li. Jr: 

Oliphant: 

El .. .!. Jr: 

Oliphant: 

El . :J. Jr: 

OHphant: 

ll . IJ .Jr: 

Rietler: 

H. d. Jr : 

Ri efler : 

H. t! . Jr: 

1'hompson: 

l:i . Y.Jr: 

Gast on : 

B. W.Jr: 

Mr . Taylor 
!lr . Locllhead 
!Jr. Oliphant 
l.!r , Haas 
lolr. Riefler 
Or . Viner 
llr. Thompson 
!.lr . Gaston 

'Ne had a beautiful ti11e again l ast night, holding 
France's hand - and the English - before half-pas t 
eleven. 

What have you (Oliphant) got? 

Nothing . 

Nothi.ng? Sure? 

Yes . Miss Maguire is well again . 

\Vhat? 

Miss Maguire is back. 

I didn't know about i t . But notni.ng else? 

Nothlng else . 

lolr . Riefler? 

Nothi.ng . 

Huh? 

Nothing . 

Has anybody got anythi ng? 

(Nods nothing) 

Herbert? 

Some people want to take your picture, if you' re 
interested 1n that, for a new pi cture magazine. 

How 11UCh will they pay? 
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Guston: 

H.IA.Jr: 

Oliphant: 

Lochhead: 

a . •J .Jr: 

Taylor : 

!l . iJ.Jr: 

Gaston: 

H. i .Jr: 

Gaston: 

!!. '1. Jr: 

Gaston: 

t! . ~ .Jr: 
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Haven ' t got ttlat f ar . They want to get an informal 
picture of you striding into the Treasury. 

Did a beautiful Job of Douglas - first press confer­
ence; he had one picture sitting like this , 

Underlip hooked up like tha t . 

They set his caption on that: "You can't protect your­
self against fools . " Then they put that awful-looking 
picture in there . It was a pea ch. 

I tnought tha t story on taxes was ull right - and 
•hot money" - don't you think so? 

Yes. He was a pparenUy quite surprised about it. 
I thought '/mat you told him was fine . 

Vlell , there was a cable, you see. what I told him 
was that newspapermen had pressed me pretty hard and 
I wanted to give them a red herring, so I gave them 
this . 

I got a kickback from London. Fred Essary called me 
up. From the London lo!nil one of the tickers, probably 
u. P., had a story over there that they were negotiati 
an agreement to control hot money . 

Well, he had thct last nigllt . That's one •••.• 

Yes . 

But I simply felt tha t , well, the boys bad been 
pretty good and I'd give toem something; and the 
French are worrying so tha t we ' re cooking up something 
here . 

I told them in response to tha t story that you weren't 
negotiating anything, tha t taxation was merely one of 
the subjects of mutua l interest tha t would be under 
discussi on. 

I think so· I tnink he ' s perfectly satisfied. Some­
body said iast night it was quite significant that he 
was will ing t o come in a lone, f eeling enough at home to 
come in here like that. 
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Gaston: 
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Did you notice, be stopped Naster on the first 
speech he made, and after tha t he forgot all about 
him. 
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H. lLJr: (On phone) Hello? All right . Hello, Ros . I Just 
wanted to tell you that Sir Frederick Phillips will 
be at your office tomorrow morning at 10 o'clock. -

Now, Taylor will most likely be here and will bring 
him in and introduce him to you. - Hello? - And 
I 1ll leave it with Taylor to work out who they will 
or will not bring along . Butterworth will be there. 
I don't AnOW whetner Feis has to be there or not. But 

• I wish you ' d dictate " memorandum of what you say with 
aim. sad the main point is that I want aim to know 
what 1ve nave in mind, for his benefit and the State 
Department' s , so tha t subsequently they can' t say we 
didn't put them on notice. That's right . 
Ob well, only if he esks . uhat I told him was that 
you t alked - I don't kno~1 whether you s aw the story 
in the paper. 1'/ell, tha t's about it. 
Oh yes, \'layne is sitting here. - You're not on 
the air, but I mean you'll have a chance to see him 
before 10 o ' clock . 

Taylor: I •ll be here from 9 o ' clock on. 

H. 'LJr: (On phone) He says be ' s here from 9 o 'clock on. 
Oh, I ' d see him in the morning . We worked on this 
tning every single night now; we're all pretty well 

Haas: 

H. !.I .Jr: 

Baas: 

shot. All right . 

That takes care of t ha t. And I don't see any parti­
cular reason way Feis saould come over unless he wants 
to: But Butterwortn ought to be there so he can keep 
the minutes, and I think you (Taylor) ought to be 
and that ' s about all. If Feis wants to come, all right 

George these figures that what 's-his-name prepared -
Seltze~ -these years ' )4 to ' )7 - is tha t the calendar 
or the f i scal year, or wha t? 

That ' s fiscal. 

Ends when for ' ) 7? 

')7, June )0 . 

Regraded Unclassified



' 

H.J .Jrl 

Hans: 

Baas : 

J . ..! . Jr: 

Haas: 

H. IJ , Jr : 

Haas: 

H.:J.Jr: 

Haas: 

H. :J.Jr: 

Baas : 

H • .4 . Jr : 

Haas : 

a .~ . Jr: 

Haas: 

!:! • .J . Jr: 

-4-

Oh. 

See? One of the r easons he started as he did with 
those four-year groups is that that was really the 
division between the differ ent administrations. He 
assumed that the first six months of '33 the present 
administra tion had ver y little control over . 
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This starts with July 11 ' 33, and runs to June 301 '37. 

That ' s right. 

Well, it divided - it falls very nicely. 

It ' s the fiscal year and it works out quite nicely. 
I sent in yesterday a long table; we put them all on 
one sheet - for some purposes a l ittle more convenient 
t han a separate sheet. There ' s a blank spot in there 
which is q uite interesting. 

11ha t 1 s that 1 George? 

(Haas points out figures to H. L!.Jr) 

Uove some of this and the budget's balanced. 

I don ' t agree with you. I don't think the unemployment 
r eli ef is the plsce that you can do it. 

I don't know whether you can do i t or not, but it's 
there, and down here, where the •••••• 

I tell you what you do for me . I'd like to t ake it 
with me to the farm. Put in here what the Budget has 
allowed for this year. 

On t he new sUmmation that 

Whatever it is. IVhotever 

O.K. , I'll do it . 

Have it for me by? 

Just a little while. 

hasn't come out? 

' tne most r e•!ent figures are. 

If vou had time - well, I'd like you to bring it in 
yo~self. But be sure and get it t o me . But I'd l ike 
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Haas : 

H .:.t . Jr: 

Baas : 

H . ~ . Jr: 

Baas : 

B • .!. Jr: 

Haas : 

H.li! . Jr: 

Haas: 

H.!i. J r: 

Taylor : 

li. r.I .Jr: 

Gaston: 

d. 'J.Jr: 
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it right there - you see, this year. 

O.K. He 's just revised them, you see. I haven ' t 
got tha t out to date, but I ' ll get it. When a r e 
you leaving? 

Two o ' clock. 

Now, I don't - let me show you - I don' t agree with 
you there that that's the place at all to save it • 

• vel~, you can s ;,ve some. 

Well, you ' ll save some. 

There's two billion four . 
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Yes , but the place to save it, I t hink - now look, 
they spent over a billion dollars last year for 
public works. The President says he only wants to 
spend 500; that's 500 there. This is down - this is 
down to one billion eight . 

Yes, it is now, 

I think if you get all relief, exclusive of C.C. C. -
if you get it all down to a billion next yeer, I think 
that ' s about the best you can do . 

Well , t hat 's - I think that ' s a lot. 

You allow 200 million for c.c.c., out it down to a 
billion t wo, or a hundred million a month including 
C. C.C. I think th~t's the best you can noee for. 
I mean I'd like to sign off, wouldn't you tTaylor) -
including c.c.c. and relief, a billion two - wouldn ' t 
you? 

Next year . 

Yes. 

That would be 
for c.c.c. in 

200 milli on. 

a very good figure; be about JOO mill ion 
there. 

They got about JOO million this t i me . 
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Gaston: 

H.U.Jr: 

Gus t on: 

H.U.Jr: 

Taylor: 

H. tL Jr : 

GE.ston: 

H.M.Jr: 

Gaston: 

H.lii. Jr: 

A very good f igure . 

What? 

Very good figure. 
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I mean 8 billion two, a hundred mill ion a month -
I think if we spent a hundred million a month for 
r eli ef - supposed to be all relief fa~ilies, the 
C. C. C. boys. As a matter of fact, that's close to 
what the Pr esident has in mind . Be 's t alking a 
billion for relief . And I don • t t hink they can get 
the boys. In fact, they ' ve bad to ease up their rules 
on C.C. C. They can't get them . The enrollment now 
is only 270, 000 and they ' re having a hell of a time 
getting the boys . Ther e's 13 , 000 a month that are 
going back to employment and getting 8 Job - 13,000 
a month. 

That's the age group that industry will take off 
more easily than any other group. 

Tr ue . But they 1 re having the trouble to get the boys 
who will come from r elief f amilies . They 1 r e not there . 
And you t ake all these little things -you can't judge 
the country - but there ' s a grea t scar city in the Hudson 
valley of apple pickers right now. 

They don't use Georgia me thods of s tandi.ng around with 
guns to stop the other fellow from steali ng their 
apple pickers, do they? 

Ogden Mills wanted 50 or 60 pickers; al l he had was 20, 
the l ast I heard. No , they don't s t eal them. 

Bad you noticed that we ' ll end this quarter with just 
about a n even balance bet.~een r eceipts and cash 
expenditures? In other words, the deficit wHl be just 
about exactly equal to the amount invested in t hese 
unemployment reserves; the ca sh r eceipts and the cash 
outgo will just about equal the balance this quarter. 

Now, if those peopl e who are working with me with Sir 
Fr ederick will be back a t 10:30, 1 111 take them on 
then. And I t hink I•ll turn them over to Wayne -
can adjourn to •:;ayne 1 s offi ce and chew the f at . That ' s 
all I got . 
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Re : French Monetary Crisis September 24, 1937 
ll:J2 a.m. 

Sir Frederick Phillips called at ll o'clock (a .m.) 
after having a telephone call with London. He said that they 
felt, inasmuch as Llr . Anthony Eden was in town, that he should 
see tne Frencn Ambassador rather than having the French 
Acbessedor see the Prime Uinister. 

They liked mY message with the exception of the 
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third sentence, which reads : "l am also glad to be informed of 
your conviction that, from the budgetary and ecouomic standpoint, 
it will not be necessary to establish a level for the franc of 
over 14J to 150 to the pound sterling." They would like to see 
tna t sentence left out because they are afraid the t in case there 
should be a leak that this message went forward, it would be very 
damaging to the French, because they feel that there is an excel­
lent chance that the franc will go above 150 to the pound 
sterling . 

As f ar as our own group is concerned, we feel that 
tnis whole idea of a message was one which originated with the 
British, and that when Sir Frederick Phillips came in Monday and· 
wanted us to Join h.im in a message, at that time there was no 
necessity for our sending any message, and if they went to leave 
out tha t sentence it is perfectly agreeable to us, because we only 
put that ln witn the idee that it would be pleasing to the British. 

H. loi .Jr. 

ADDENDU!ol by Ur. Taylor : He indicated that his government felt 
thht the conversation which Bonnet had with Bullltt, in 'llhich 
he indicated 140 to 150, was sufficient r ecord . 
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INTU OrPIC& COMiiiUNICATtON 

DAft Septeaber z•, 1881 

TO Secretary Kargentbau 

Kr. Haa.dll// 
Subject : SUII!Ia%7 m'oueing oonterenoe ot Sept saber 20 

called by Beoret&%7 Ickes 

Th1e conference was attended by representatives or State 
and local public housing agencies, Federal agencies, labor, 
contractors , and others interested i .n public low-rent houaing. 

Secretary Ickes opened the meeting with a statement de­
scribing h1s interest 1.n public housing, and d1scues1Dg the 
experience or the PIA Housing Divie1on. He 11eted three -in 
difficulties encountered by the Housing DiVision in its pro­
gram: 

(1) Obtaining an able expert aaministrator; 

(2) Acquiring sites; and 

(3) Obtaining satisfactory non- collusive bide tor 
construe tion. 

He explained that the t1ret ot these d1tUcult1es bld 
been long since overcome and that the PIA Housing DiYieion 
is now a going concern with no a~in.istrative d1tticultiee. 
The land aoquie1 tion problem, which was extremely serious in 
view or the unra~rable Court decieion respecting the PIA'• 
power or condemnation, has been helped by enactment or State 
housing aote in thirty States. The third d1tt1culty, which 
in soma cases included collusion between oontraoto rs and 
unions, was encountered only in infrequent oases, and hal 
now been largely overooae • 
• 

The present statue or the PIA Houa1ng program was de­
scribed by Seoret&%7 Ickes as follows: 22 projects now com­
pleted, and 23 projects expected to be completed by the end 
or December. 
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Secret.r7 lforgentbau - 2 

The purpoee tor which he called the conference wae ex­
plained b7 Secretarr Ickee to be the 41ecueaion ot adainia­
trative probleae under the new Housing Act . The prepared 
agenda, Which wa• not at all etrictlr adhered to, included 
consideration ot the fo llowing aubjectal 

l. Creation ot local houeing authorities. 

2. Income group to be ser·ud b7 the program. 

3; Type ot housing to be conetruoted and statutorr 
limitations on conetruction coat. 

4. Elimination ot slum dwe:U1nesS••-~--"'!-!t'C--,. . 

5. J'inancial assistance trom the Federal Author! tr 
and local contributions. 

The first ot these topics received much more attention 
t hQn any ot the others . Kost ot the speakers, in this re~ 
speot, emphasized the need tor publicity and education con­
cerning the new program. 

Questioned concerning the degree ot Federal supervi­
sion to be expected, Secretary Ickes indicated that Federal 
inspection ot local projects would be kept to a minimum. 
He also stated that the new program would consider all ap­
pl1oat1ona indiloriminatelr, disregarding any steps taken 
respecting propo1ed projects under the present PiA program. 

In response to questioning, Mr. Foler, General Coun1el 
ot PWA, gaTe tentative interpretatione ot several sections 
ot the new law, and discussed illustrative problems raised 
by repreeentativea ot the local housing agencies. 
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September 241 1937. 

Jimmr Roosevelt came 1n to see me to-day and he 
sai d that ther e has been an investigation of Henry Goguen, 
of Int ernal Revenue in Boston, for political activities . He 
said i f ther e is any blame it is his blame because he had 
Goguen work f or the French Canadians 1n Boston. He said" 
th!lt if we felt the man should s t op i t to l et him know and 
be would t ake him of f . 

The other request he makes i s for Ltatt Scullin 
of Somerville, Uass ., who has a t ax case pendi ng for over 
f i ve years . All Jimmy i s asking i s t hat i t be settled one 
way or another but that he does not care what happens Just 
as long as the case i s settled . C.w<"\t...'"/ 

Third , he had hear d that I ~sonall~ bad st arted 
en i nvesti gation of ex-Governor ~-and that we were 
getting along very well . I said t hat I did not know and had 
not beard . Then he sai d that he was simply delighted and 
hoped t hat we would get him but t hat when i t came to cri.m1nal 
proceedi ngs that he hoped we would not s t art it while the 
campai gn was on and I sai d that that deci sion was purely a 
routine one and that if and when we had t he mat erial toget her 
we would simply t urn i t over to the Attorney General and he 
"~ule turn it over to the United St at es Attorney 1n Boston 
end that the decision r est ed purely vdth them. I al so t old 
JiJDJcy tha t he shou.l d not believe everythi ng that he r ead 1n 
the newspa per s but t hat poli t i cal considerat i on would not 
influence us as f ar as t ax mat ters wer e concerned. 

323 

Regraded Unclassified



H.M.Jr: 

Operator: 

H.M.Jr: 

Knoke: 

H.M.Jr: 

Kl 

H.lt.Jr: 

K: 

H.M.Jr: 

K: 

H.M. Jr: 

J(: 

H.lt.Jr: 

K: 

H.M.Jr: 

K: 

R.M .Jr: 

K: 

H.lt.Jr: 

K: 

Hello 

Inoke - go ahead. 

Hello 

Good 110rning, Xr. 8ecretal"7. 

How are you 

Bepteaber 2i, 19~7. 
lOIDO a.a. 

Oh, I'• Tery well, thank you. I hope you had a 
pleaeant trip. 

When 

•••....•.. berore you returned. 

Verr pleasant, but that's almost- that's h1etory. 

Well, I haTen't had the chance berore, eo -

Mo, that'• true- how did eome or your customer• up 
in New York reel - how do the banke reel. 

Oh - the banks reel - 1n my rield -

Yee 

Beare on the tranc - and that' 1 about the principal 
reeling. 

Uh-huh. All I right in thinking that a little lell 
worry about the rrano that there ueually ie when lhe1 1 

ae eiok ae ehe ie now - I mean they've got sort or 
hardened to it, do you think? 

A:re you right in what? 

324 

Well I aean - people don't eeem to be ae auch intereeted 
1n the French eituation ae ueual. 

Well, no, that 11 probably oorreot, but they are not ae 
1ntereeted ae they were two weeke ago when they thought 
they eaw the development• 110re clearly. 

Yea. 

I think today they et111 reel the rrano 1e going lower, 
but there aay be a ehort - lhort urt rally and that 
being eo I think they Juet think they are baok on 
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K.».Jr: 

H.M.Jr: 

IC: 

K.» .Jr: 

IC: 

H.M.Jr: 

K: 

H.A&.Jr: 

K: 

H.M.Jr: 

Kl 

H.M.Jr: 

K: 

H.M.Jr: 

K: 

R.W.Jr: 

JC : 

- 2 -

the aida linee watching. 

Tall 8e, hae the Japaneee Finance Minister bean in 
at all racantl7 to aee 70ut 

Not - not in ten daye . 

325 

Uh-huh. What do you think hal happened to their gold. 
Are 7cu going to get any more? 

Wh7 have they discontinued lhipping? 

Yes - we have no notioea since September 9th. 

!hat's right- none since three weeks. 

Yes. 

Well, I don ' t know Mr. Secretar7. 

The7 haven' t been in have they? 

No, they haven't been in, and they have not- well 
t hey ' ve never spoken about gold at all other than to 
tell us what wa s on t~e water and that shipments were 
being made tor no other reason that that they needed 
the money. 

Yes. The last I heard wae Yokohama speoiee ware 
overdrawn . Ia that right - in New Yorlt? 

That's been paid ott. 

That's b een paid ott. 

The tigurea on whioh we report we are co.menting 1n 
our letter today show nineteen million doll ar• paid back 
b7 the Japanese . 

Uh-huh. Does it l eave them any balanoe . 

Oh yea - they still have balanoee - wait a eecond - I 
think the assets here in the .. rket, or rather the 
bank's liabilities to Japan, I t hink, are still titt7 
1even aillion dollarl, about . 

Uh- huh. 

But that is ottset b7 - oh the7 have balanoe• all right. 
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K.M.Jr: 

JC: 

H.M.Jr: 

JC : 

H.M.Jr: 

K: 

H.li.Jr: 

x: 

H.M.Jr: 

x: 

H.M.Jr: 

K: 

H.K.Jr: 

K: 

H.M. Jr: 

X: 

H.I.I.Jr: 

K: 

H.K. Jr: 

326 - ~ -
!bey have. Do they par fairly proaptly. 

Ot oouree the advanoee wh1oh they have been taking 
have been against gold and those advanoe1 have been 
liquidated i n each oaee -

I 1ee 

When the gold arrives. 

I eee 

OUt ot the proceede ot the fJJ ld. . 

Well, are they e till converting that into sterling or 
are t hey keeping it here . 

- Still converti ng it into sterl ing with the Bank ot 
England. 

I IIIII 

At l east - that was the last shipment that oa.me in, 
prior to the one that oame in yesterday. At that tiae 
the Bank ot England tol d ue that they had done 101111 · 
eterling with the Jape . 

I see. All right, I Just wanted to eay hello - we 're 
working away here with Sir frederick Phlllipe. 

Yee - I've seen t he paper. 

And - we've gotten to know each other better -we've 
at least got that out ot it anyway. 

(laughe ) He's not eaey to know, I understand. 

Well - he's - he eays something about every half hour. 
(laugh• ) I' ll say t hil, when he doe• say something, 
it's worth listening to. • 

Very true. 

Well - I'• on the t ara over the weekend. I hope it 
will be a quiet weekend. 

Well today hal all the e&rll&rke of that. 

Right. Are you talking to the Bank of England t oday? 
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H.».Jr: 

J(: 

H.W.Jr: 

K: 

H.M. Jr: 

K: 

H.M.Jr: 

K: 

H.M.Jr: 

K: 

H. L!.Jr: 

K: 

H.Ji.Jr: 

K: 

- "-
I epoke to thea 7eaterda7. I .. iled 70u the report 
laet night . 

Well- it hasn't ooae 7et. 

Very intereeting in th1e reepeot that, briefly 
the trano 1a aa weak ae e•er. They are spending 
ooneiderable .one7. 

Uh-huh. 
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But the outstanding oha.nge il renewed buying ot gold 
tor hoarding purposes. 

Uh-huh. 

That we haTen 't heard in aany aontha. 

No . 

But - but that report wae aailed laat night, eo -

Well, we'll get it attar a while. 

Yea, you'll have it today. 

R1ghto . 

Right, air. 

GoodbJBo 

Goodnight, a1r. 

Regraded Unclassified



u~s 

SECrEtary of StatE , 

Washington . 

i 

CODAT 

Par1a 

DatEd SEptEmbEr 24, 1937 

REo ' d 3:11 p . m. 

1341 , SEptEmbEr 24 , 5 p, m, 
• ----FRO!i COCHRA."i . --

·328 · 

Parts Ar.lr r!can Bani< act tng in bEhalf of FrEnch control 

Early this mo1 ning lost fifty thousand pounds quickly at 

onE hu~drEd fo~ty-four point si~ty-fivE . IntErvEntion 

duri:1c boursE was handlEd by Ba;'lk of FrancE assistEd by 

Credit Lyonnais and giving or stErling appEar~d considEra­

blE although probably lEss thai1 yuttrday . Forward dis ­

counts \7idEr with mark£ t bEliEving somEthing ·.1111 happEn 

to franc \>ithin onE month, REntE a inclinEd to wEaknEss . 

Bclga bElow gold Export point to UnitEd StatEs and 

subjEC~ to hEavy prEssurE partly bEcausE of fEar thE bFlga 

will havE to follow dEprEciating franc and partly bEcaus~ 

of rumor of invEstigation of allEgEd activitiEs of National 

Bank or BElgium officials in currEncy spEculation at timE 

bElga \YSS dEVBlUEd , 

Pinancial prEss particularly from London givEs much 

at tE~t ton to Anglo-AmErican tall< a of tax rEciprocity . 

? inancial TIMES strongly opposEs this Editorially. 

At 
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UIS 2-llo. 1341, SEptembEr 24 , 5 p. m., from Paria . 

At six p . m. , I talkEd with Bank of FrancE whErE 

unconfirmEd rEport had j uat bEEn rEcEivEd of PrEmiEr Van 

ZEE l and ' s rEsignation. Frenoh control yiEldEd onE and one 

quartEr million pounds today . MonEy scarcE bEcausE of 

End of month rEquirEmEnts which is making forward spEcula­

t i on morE dif ficult . 

BULLITT 

CSB 
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LMS 

SecrEtary of StatE , 

\'lashlngton. 

RUSH . 

COD AT 

Pari a 

Dattd SEptEmbEr 24, 1937 

Reo ' d 6 :40 p . m. 

1343, ,SEpt EmbEr 24, 9 p. m. 

7RO~l COCHRAII . 

At 6 :30 this EVEning 1 dtliv~rrd pErsonally to 

MinistEr of Financr. BonnEt thE m• 1sagE containEd 1n 

DEpartmEnt's 502, SEpt Ember 23, 11 p. m., as amEndEd 

by No . 503, SEptEmbEr 24, noon. BonnEt was duly 

apprEciativE and ask,Ed that I convEy his warm thanks 

to Stcrttary Morgtnthau . HE said this mEssagE should 

hElp htm with somE of his colltaguEs who havE illu­

sions about ExchangE control . HE said nothi ng about 

publicit y for thE mEssagE and I did not raisE thE 

quEstion. 

BonnEt is lEaving Paris tonight and will bE back 

in t o":1 Monday . 

BULL ITT 

$!S :EtlA 
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c 
September 24, 1937 

I told Sir Frederick, the other day, that after 
all I do not value anything written on a pieoe of paper. 
It all gets down to the human equation and the question 
ot personal oonfidenoe. I f urther aa1d, 'Sooner or 
later, your Governcent and mine have got to oarry the 
whole burden ot stable exchange and when that happens 
we want to have enough oonfidenoe in e aoh other eo that 
we oan ~ace the en.emy, shoulder to shoulder. 1 
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!::L 

3~o~rtary of Stat£ 

C09, Srptonbcr 25, 2 ~. ~ . 

l'C:t T.lE 'i'1 '0:, 1taY 

GRAY 

London 

Dated Srpt . 25 , 1937 

Rro ' d 10: 15 a . m. 

332 

'.;'c.Y.!.::y •s S~A!i'l.ST ll"l'li"llll'~.} o:s thr \t££k1 s noncy !'.arkrt as 

follovm : 
., 
' CC';~parrd with thE nild rxoi trmm t of the pr~•rious 

fortni..;ht , cc:ndi tions in thE forricn tJ:c.toan.~r ;~t:;.•!l:r t havE 

bern rrlativrl y calm duri~g thr present neck, Tb£ tmdrr­

t ('n£ of till: market wa~ by no mrann confident 1 but a alight 

~·cbo=d was overdue , and thio wa~ hastened by r =ors or 

.:.~;pcndlD.:. drastic st£!)3 to protect thE franc throu.,sh thE 

~·rot::-ic cion of rxchat13E operations , 11 

A lradl.llg rdito<•ial 1n todays PHI.al!CIAL NEilS .zivins a 

O\IIol.'tary of thE week's lllLU'lcrt conditions s ta trs the follow-

ing: 

"Last n i:;ht ' s break \n ·:/all StrEEt appears to have put 

a tntporary sto!) to another prom'tein5 recovery r.tovrmrnt i n 

London . AftEr thr successivE technical blows of thr 

a '"l!'01ntnu:n t of Hr . >lilliam DoU3las to thE chairmanship of 

t'· r Security Exchange Cor.m21so1on and thr renewed fears 

ot 
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mJ -2- London SEpt. 25,19:57 10:15 a . n • ../609 

of t axa tion to !)rcvmt the tlcm ot money to '.7all StrEE, 

'.:l'.E brcalc iA he.rdly surpr1s1.ng , nnd al tholl,3b ca•·nin:;s 

yiclda on rc!)rEt!Entativc •uncrioan oomnon· stoc!cs arc now 

cl~. ooountin<; o.ny conccivablt recession i n domcst:l.c trndc, 

~. t OEELtS unlikely that oorl<cto wi ll i mprove in the ,.m­

ucclic t:e future . This is nn unfortunat e d evElopment f or 

the Lond on mar k £ t . 11 

333 

'!'he £Cci·~:1IST s ';atcs tr.lll: : 11 Th£ coincid ence of th£ 

v::.ni t to :!as!!cn.:_,ton of 3 ltadi l16 ;:J1·iti'lh Treasury offic i al 

;71 t ' l tlu: f ur ther d cr>r cc i a tion or thE franc lla'J naturally 

:J~\ : • ..;cot <:d t ha:; thE f u tu;•e or t.•ipartitc noncto.ry a;:;rccmmt 

11, · nfl£;? ,diqc :csni on" and E::nr coocs the on,. ni~n t.bnt "t!o 

spcc ~.fic negoti a t i ons al•£ now :ln pro3ress in ;7e.n?linston on 

::r.:c~ ·~1a ·~tcrs as cur rency s tabilizati on or the revi sion of 

t:\£ triparti tE a gr ement , 11 bclicv1:t;~ that t h e i1ash:l.ngton 

co~vcrsntione nr c thE r cs \u t of a d esire to maint a i n clos e 

-,~rson:~.l cont act bctnE£n \1a~h:ln3ton and London. 

The TI!JF.::J City Editor col'1l:IEntEd t ha t a rECi!)rocal 

t a::ntion agrEEment with Great Br i tai n "would '()t~t one more 

obs t acle in tll£ way of international finance and 

COl~U.lErC E • 11 

JOHNSON 

' ':' P :CSB 
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rllOil: Aller1oan lllbe.eey, Parte, Franoe 

DAfl: Bept .. ber 25, 1937, 2 p.a. 

10.: 1M5 J'R(I( OOCRIU.lf UI4'11A OOUIDDTUL. 

Reliable 1nfonaat1on baa bee gi•en 1:0 ae thai BoiUiri 

baa prepared the draft of a leUer 1:o Prnle:r Cbaut•pe 

1n which he eete fonh wbat be baa done o.e Minhte:r of Fi­

nance and blaaee the Lett for failure of hie poliotee to 

acbine P'e&te:r euooeee in hie work. ~onne1: ba .... d:re~eed 

a eeoond draft leUe:r to the Bank of !'ranee. Should theM 

two coaauuoatione be ca.plehd and releaeed aloq the 

linea aa ot1gi.nally concei'fecl , they Will cone1:11:ute Bonnet '• 

defezaee of hie record under the present goYel'llllent, and 

preeumably hie opening mo•e for a new aetup of gDYernaent. 

We anticipated euch a policy, and tb1e anticipation in­

epired the warning of caution on our part ae en fonh 

1n telegr- of Septllllber 2S, 8 p.a., lo. 1338, fro• me. 

We beli&Ye that twzat it ie entirely probable that before 

the cantonal eleot1on date of October 10 Bonne1: will take 

action. 

!here are at leeet four billion trance in French 

currency in the French ctabiliaaUon tund. J.t pr81ent 

Bonnet 1e trying to ge1: hold of thie for uee 

ury to aeet ourrent neede. For the preeent, at leae1:, 

euch a tran•cUon would net ebow up and could not be 

detected in any public Bank of France or freaeury etate-
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••a'•· luob aotioa would o~iate the aeoeeeitJ of t._ 

Baat of Franoe etat .. ec'• 41eoloe1ag further ~t&Dt 

a~anoee 'o s-., • • Tr .. wry dlu'ilag 'h• next fw claJe 

he h in office. 
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september 25, 1937 

This morning the Secretary telephoned from tne 
Farm and said that Mr. Farley had oalled him and is 
very anxious that we appoint as soon as possible a 
Collector of Internal Revenue in !{1nneeota to take 
L«ady'e place. The man has been recommended and 
oheoked and Helver1ng knows all about h1m. Fa rley 
said if the Secretary oould get it ott to the President 
on Monday , he would appreciate it. 
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