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PAJWIRJAU OJ' TII.y(IIW ltKOKITD 

ntOil: Aaerioan •baeey, Parte, J'r&Doe 

nLTK: Deo .. ber 33, 1937, 5 p.a. 

Jo., 1'1'81 

FRCU OOOHR.U' • 

The rrenob oon1;rol had yielded 100,000 pounde 

by 13 noon 1;o4ay. .lcoordtng 1;o ay 1nforaan1; 1;be weak 

1;rend of 1;be :fruo had reeul1;ed prlnclpally froa reor~ 

deaoence of Parh e1;r111:ee, ln food e1;oree, parUoularly. 

The BaDlt of rruce be •td had been eelllug quUe a 

lo1; of Sriee :trance 1;o people goiAg 1;o Sw1herlan4 for 

the Obr1•~• eeaeon. 

I talked wi tb aarlte1; operator 1;bh trYentng, who 

thought 1;hat control had no1; been called upon be&Ytly to 

etop rate today a1; 14.7.19 quo1;d1on. .lpparenny 1;bere 

were no more ealee by 1;be Bank of a.t.. :trance. •rtet 
, the only eeller, 

tbougb1; -· 'that the Bank/had offered the .. trance too 

chnplJ, etnce tn Parh &Dd London there -• conetderable 

d-n4 there!or. 'fhe Jdton.al Bank of B•lal- -• 

reported ae purohaetug lol4 1n London agatne1; bel&&• 

etnce the belga le weaker. Much tighter acney aarke~ 

tn Parte. More d•an4 for gold oolne; Oana41an colne 

are betng obtained tn London by eoae J'renoh hoardere • 

.le eoon ae the banlte reoe1Ye eubeortpUon• !or ourrct 

loaa the J'renoh Treaeury Dl1: te o&lllug 1n 1;he prooeede. 

'fure 

1 

Regraded Unclassified



-a-

'fllero 1o a ooa1o1au&Uoa of wafaorablo o-•• 

oa rauro' • epMOil oa a1oloual.1sa1oloa of ltey 1Ddlann ... 

U b aoUoecl1;lla1o oenata wrUero an bochntac to 

ellpl1aoho 1ollo noecl for wen1oual OcaYera1oa0 fCIIl'oecl or 

o1ollenr1oo. of ioho lloaY:r publ1o 4ob1o of rranoo boforo 

thoro o- bo Yer:r auoh roocwor:r. 

'fllo 1oax ro~rno for tho aoaioh of lo.•'bor aro Uno 

pra1oua ootl•too. 

BtJLLift. 

I 
1l 

IA:LIW 

,---
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I'Cot:RAL llCMIWE aAHtC 
C'IP NEW YOJtK 

DATY Dywber a, 1 8"7 • 

SU&JKCTI GOLD N!lpWII!e 'fWW .IPM 

Mr. lobqub1 called this &1\t- to let ae DoW tbt,, 
aocoi'41Af to a cable reot1Yed b7 the JapeDtle ftn1111c1a1 c-taa1oa 
1D lew York !1"011 the 'h•ealllJ')' 1D tok7o, Federal Bttent Beak of 
lew York wtu,· 1o tuture, be adrtaed bt!ore lb1peeat of cold to 
Sao Fraociaco 11 aotuall:r aa4•• 

LRaiDIC 
• 
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DEPART MENT 01' 8TATE 

WA8HINCITON 

Deoeaber 23, 1937. 

Ky dear Kr . Secretary: 

At the Secretary'• requeet, I send 
along a letter from Noraan Armour, our Kin­
later in Canada, to Mr. Du.nn. Th1a g1vee 
in detail tbe nature of Lord Twee4 .. u1r 1 e 
aouoding regarding the poaa1b111ty of a 
debt refunding d1aouss1on. 

Mr. Bull1 a d1apoe1t1on is 1noreaaingly 

4 

to the effect that we should encourage all ad­
vances in the thought that we could find a way 
of arranging the time of d1Bouaa1ons as might 
be necessar y to av oid ooaplioationa or embarras~ 
menta . I aa completely at your disposition 
in this matter, as is of course Secretary 
Bull. 

Sincerely yours, 

~~~ 

The Honorable 
Henry Jlorgentb.au, Jr., 

Secretary of the Treasury . 

Regraded Unclassified
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STR~CTLY CONFIDENTIAL 

Dear Jimmy: 

Legation of The 
Onited States of Ameri ca 

Ottawa, Canada. 
December 11, 1937. 

The last two times I have seen Lord Tweedsmuir 

he has made the categorical statement that he reels 

very strongly tha~ the British Government should 

approach our Government as soon as possible with a 

view t o reaching a settlement on the debt question. 

He reels that t his is as important , if not more im­

portant, even than t he conclusion or a trade agreement 

but that if both could be put through this would clear 

up all misunderstandings and really place the rela tion­

ship between the two countries on a very firm and lasting 

basis . 

Apparently, from wbat be says, be bas written 

several private letters to Neville Chamberlain along 

these lines and has heard from Chamberlain in reply 

that the matter is being given the serious attention 

The Honorable James Clement Dunn, 
Adviser on Political Relations, 

Department of State, 
Washington, D. C. O.S. A. 
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of his Government. Uore recently Lord Tweedsmuir appears 

t o have been in correspondence with Sir John Simon, 

Chancel lor of the Exchequer, which would indicate that 

things are "growing warmer" . I understood from him in 

our last talk - unfortunately we were interrupted - that 

Sir John Simon also s eems to share Chamberlain' s and Tweeds­

muir' s views but sees certain practical difficulties which 

must first be removed . (It i s not unusual that the man 

who has t he carrying out of the policy is apt to move a 

little more slowly than those who fUrnish t he ideas but 

leave it to others t o carry them out .) 

I judge from what Lord Tweedsmuir said, or was in 

the course of saying, that Sir John Simon woul d be inclined 

to divi de the debt into two parts, the first dealing with 

debts contracted prior to the Armi stice, and t he l atter 

those contracted after the Armistice. 

I was. glad t o hear from you that the Secretary ' s 

reaction was that "we wouldn' t f or a minute discourage 

anything of that kind . " I dined at Government House the 

same night that I had this message f r om you but unfortunate­

ly did not have an opportunity t o s peak to Lord Tweedsmui r . 

It was a l arge dinner for the newly arrived French Uinister 

and I was not given an opportunity t o have any conversa tion 

with the Governor General except formal greetings on arrival 
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and departure. However, it, as I hope, I have an oppor­

tunity wi t hin t he next week or so to see him I shall 

cert ai nly t ry to get him t o clari fY the position ta,ken by 

Sir John Simon. In the meantime, in t he t alks I have had 

with him I have certainly done not h1ne to discourage the 

suggestion be has made. On t he contrary, I was a little 

worried after my first talk with you lest I had done too 

much to encourage it. 

7 

~bile I ~ on the subject of Lord Tweedsmui r , he also 

said the other night t hat Lord Halifax' s visit t o Hitler 

really accompli shed much more than had thus far been revealed. 

Halifax, he said, had gained the same impres sion as Mackenzie 

King, both in his talk with Hitler and Goering, that both 

of them are heartily opposed to war and deter~ed to do 

everything in their power to avoid it. Tweedsmuir did not 

say in what particulars the Halifax visit had accomplished 

more t han had been generally thought but conf'1ned llimself to 

the general statement that he felt we had every reason tor 

encouragement from the visit and that he thought the effect 

would soon make itself f elt . 

Tweedsmuir also expr e ssed the opinion that the trade 

agreement negot i ations were proceeding satisfactorily !rom 

the British end : that Neville Chamberlain and t he Cabinet 

were all deter~ed to put an agreement through. He felt 
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that King's Cabinet was on the whole now inclined to play 

ball . Howe and Ilsley he particularly mentioned as 

being behind the Prime Yinister. He seemed less sure 

of Euler and Dunning, particularly the latter . 

So far as Bennett was concerned, be deplored the 

position taken by Bennett as inconsistent and entirely 

out of date, but he insisted that Bennett no longer even 

r epresented the Conservative par~ and that most of his 

own eroup were against him in t he position he was taking. 

In this connection I told Lord Tweedsmuir what I bad 

said t o Sir Francis Floud before he left for England and 

have since repeated to Dr. Skelton and Norman Robertson, 

namely, that I felt it would be a great mistake if the 

British Government perm1.tted the situation to become con­

tused and did not make entirely clear the basis on which 

t heir negotiations with the United States are being con­

ducted, namely, that it is the British Government, not the 

Uni ted States, which is asking the Dominions to consent to 

amend certain of the preferences they now enJoy in the 

United Kingdom m~ket: that the United States has never 

cha.llenged t he principle of preferences, which i s not 

involved in the present discussions: that the Secretary's 

obJection is not to preferences ~ !1 but to preferences 

which amount to an embargo. We are willing to admit and 

have admitted that t he Smoot-Hawley tariff was a mistake, 
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and we are doing our best to remedy the situation 

resulting from it. So also we hope t hat the British 

Govertlllent and the Do!Unions feel that the ottawa Agree­

ments, if not a mistake , at any rate •ere enacted to 

meet a situation tbat no longer exists . This being so, 

it is up t o them - among t hemselves - to take steps to 

remedy this situation .• 

If this is not made clear - and certainly it seems 

to me tbat thus tar the point has not been suffi ciently 

str essed - then Mr . Bennett and those in Canada opposed 

to having t hem give ,UP any of the preferences now enJoyed 

will continue to attempt to shift the issue wher e they 

want ' it and to put forward the argument that it is the 

"Big Bad Wolf" to the south that is insisting on Canada' s 
. 

yielding her place in the United Kingdom market: and of 

course with Bennett it is all b·lack .21: white: his claim 

being that we a re insisting upon the abandonment of pr eter­

encer. . not a reasonable reduction in certai n of them. 

I explained t o Lord Tweedsmuir, as of course I had 

t he others, that I r eali zed tbat this was gratuitous 

advice and that it was given entirely on .:y own responsi­

bility . I had no instructi ons !rom Washington and I bad 

hesitated tor some tim'' to mention it as it might seem as 

though I were underteklnc t o tell them how to run their 

own show. (As a matter ot tact, I reel t hat we have an 

9 
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interest, a lthough I didn' t say so to them, in avoiding 

an unnecessary and unjust sense ot bitterness being 

created in Canada against the United States through the 

use of such a rguments which, even if later r efuted and 

proved t o be untrue, nevertheless make a lasting sub­

conscious impression on the average man in the street.) 

Both Lord Tweedsmuir and Floud saw my point. Floud told -
me t hat be expected to see Chamberlain on brs-ret~~nd 
talk the matter over with him, and Lord Tweedsmuir said 

t hat be was in regular correspondence with Chamberlain and 

would see. that this point was not lost on him. 

Skelton still seemed inclined to argue, as did King 

at first - l ast August - though no longer, that the point 

I make is a distinction without a difference and that in 

f act it i s we who are virtually forcing Canada t o give up 

their preferences in the United Kingdom market to us. 

Norman Robertson, I think, feels that the position is now 

clearly understood. Mr . King, always the astute politi­

cian, argues with some reason that it is just as well to 

let Bennett go on shouting •treason• and that •King and his 

Government are giving up everything. • Then when the truth 

is known everyone will be so relieved that they will accept 

willingly wbat is a sked and l augh Bennett down. 

King is right up to a certain point, that is, that 

it i s just as well t,o let Bennett prepare them tor the 

10 
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worst and then they will be relieved to find out what 

they are actually called upon to do. But that does 

not answer t he point I 8ll trying to make, namely • that 

it is Britain and not the United States t hat is doing 

t he asking of Canada and the other Dominions . 

All the above is, I fear , very rambling and verbose 

and there is certainly nothing new in it , but I wanted 

you and Jack Hickerson to know just what indiscretions 

I bave committed. Also, tomorrow is the day on which 

t he British note on debts should be sent and it occurs 

t o me it might be usefUl for you t o have t his ·word with 

regard t o Lord Tweedsmuir 1s correspondence with Si r John 

Si mon at this particular time. 

Sincerely yours, 

(Initialed) N. A. 

P.S. 

December 1.4. 

Since the above let ter was begun I have had another 

ta1k with Lord 'l'weedsmuir . Be tells me that Sir John 

Simon 1 s idea would be to propose payment by t he British 

of a globular sum representing an amount which both 

11 

.. 
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Goverllllents agree i! due, than to negotiate with us 

tor a settle~~eot ot the ba1ance 1n dispute. Whether 

this will be ment1ooed by the British Govern.ent 1n 

tomorrow' s not3 or not he did not seem to know, but~ 

guess is that they are not ready yet t o make the proposal 

and would probably wish to sound us out first. 

12 

Regraded Unclassified



·- 13 
GROUP llEETING December 22, 1937 

9 : 30 a .m. 
Present: 

H. ld .Jr : 

llcR : 

H . .d .Jr: 

Men: 

H. •J . Jr : 

WcR : 

Wag ill: 

ll • .:.l .Jr: 

WcR: 

!fr. Magill 
llr. Taylor 
Ur. Bell 
lir. Locllhead 
lir. Oliphant 
Mr. Gaston 
Llr. Uphem 
Mr . Gibbons 
Mr . McReynolds 
Mr. Baas 

What do you know, Mac? 

I don' t know a thing except what I read in the paper 
while I was in bed, because I just got out about 
8 o ' clock this morning for the first time. 

O.K. Don' t have anything? 

Nothing . The boys were telling me about that 
small cla ims thing ; Ros was telling me about tha t 
small cla ims thing. All you can do is dispose of 
it one way or the other, open or shut. 

That' s all r ight. lie sai d he ' s been waiting one 
month for that . 

I sent it down through llr . Oliphant's mail; I didn ' t 
send it to his office. 

That ' s got to be done by noon today . Got to give 
rlelvering service. And I •ve also tol d him I don't 
Nant to get in on it again. Jus t one month it's 
been over at the Secret ary ' s office; wben I say 
the Secr etary's office ••••• -so will you take 
car e of i t by noon and give him a decision? Please . 

I• m afraid he won't like the decisi on. 

That ' s a l l right. 

See, the trouble in the first place was that I 
refused - t ha t is, advised agains t doing what he 
wanted to do, and now he ' s trying to find out the 
reason wrcy • ••• 
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H. M. Jr: 

!.!cR : 

H. M. Jr: 

Magill : 

:.lcR: 

H.:.! . Jr : 

Magil l : 

H. :.t. Jr : 
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- 2-

i 
Mac, ole man, do you mind •••• 

Yes, sorry , 

Mr . Magill was on the lilll. I told the secretary 
I wa nted it set tled by noon by the t wo of you. I 
didn 't know Oliphant was in on it. I said it would 
be settled by noon bet ween you and that I wouldn ' t 
get in on it . Is that fair enough?. 

~11 right with me . 

Sorry I raised the question. 

As far as I know, Oliphant wasn ' t in on i t when Ur . 
Helvering filed his complc int. If he wants to get 
in on it, all right . But you t wo will accept t he 
r esponsibility. 

Sure , sure . 

r' ine . 
' 
For t he benefit of those here, because this is 
partly - I think you (Bell) are i nterested, and I 
t hink you may agree with me . Straus came to my 
house the other night very much upset about what he 
should do about this appli cation of Ihlder, you see . 
So he wanted ..• In the f irst place, the. President 
told him through James Roosevelt that he - whutever 
was done, ne wanted t he Ihluer organization to be 
under the super vision of t he United States Housing . 
Straus didn't know what to do . So I said of course 
he should do what the President wanted him to do; if 
the President said he should take that under his wing, 
he s hould do it. 

Then, he di dn 't want to give him a nything because he 
said I hlder's attitude toward this thing was entirely 
d i fferent than his . It was the best explanation I 
ever got yet; that ' s why I ' m taking time to explai n it. 
The Wegner-Steagall Bous~ng Act - the phil osophy of it 
was tha t t hey were to g ive people who couldn't afford 
an economic r ent ••• Now, I think it's interesting 
to get this, because I never heard i t so clear before. 
He said tna t the llagne• -Steagall bill says t hat under 
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&ell : 

H .~.Jr: 

-J-

that houses should be built for people who can not 
afford an economic rent, and therefore they gi ve 
them this rent subsidy i n place of relief. 

15 

Whot Ihlder is trying to do is to make the thing 
pay, which is entirely contrary to the Wagner­
Steagal l philosophy . Now, 1 1m just repeating it 
word for word. And that he charges what the 
traffic will bear, and then ~f the people get out 
of work; why, they ha ve to go on relief. And Straus 
says you can't mix the t wo, because the two th1ngs 
just don ' t mix . And I don't want to - and, again, 
that Ihlder 1 s theory was just a crackpot theory, 
that he oade money on his real e s t ate . 

I•m not trying to belittle Straus; just want to give 
you this background . And tha t you just couldn't mix 
the two t hings, a nd he didn ' t want to have anyth1ng 
to ao with it, so wha t should he do? 

He says he doesn1 t want to have a nything to do with it? 

No, he doesn 1 t want t o give him a ny money a t all. Wlli t 
until I get through. 

So :t s aid, "Now look, you ~:<sked me for advice and 
1 1 11 tell you what I 1d do . l'd give Ihlder a reason­
able amount" - sai d he'd refer it .to the Budget - •a 
million dollars to carry out the alley dwelling t he 
Nay he thinks it shoula be done, provided that the 
Dis trict - !alder will take, say, another mill ion 
dollars and do it the way you s ay the Wegner­
Steagall shoula do 1 t . Then you• ve got both of them 
right here in the D1s trict . You can' t say that 
Ihlder •s wrong any more than you can say Ihlder 1 s 
wrong. I 'd do it both - do it the way you s ay, $5 
a room plus the rent subs i dy, t hen do it Ihlder ' s 
way , where he charges $10 a room, or wha tever he 
charges, and clears it up. Ky ad vice to you is to 
do both. " 

He says, •That ' s wonderful; I never thought of it.• 

So he's going to go ahead and build tHo kinds of 
projects on - one called the Straus theory and one 
the Ihlder theory. 
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Bell: 

El .M.Jr: 

Eell: 

H.M. Jr: 

Bell: 

H. :l. Jr: 

Bell : 

H.M. Jr: 

Bell: 

H. ill .J-r: 

Rell: 

H. Z. .Jr: 
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Is thut what he ' s going to put up to me? I've 
a sked him for a report on it. 

Tha t's what he's going to put up to you. 

16 

Of course, the alley dwelling authority doesn• t 
come under the philosophy of the Wegner-Steagall 
bi ll; a section authorizes the President to allocate -
to give them the money. There isn' t any loan or 
a nything. 

I know. But I thought it would be very interesting 
to see the two of t hem side by side in the same 
oistrict, one with the rent su~sidy and one paying 
f or itself. 

Well , I hao no int ention of giving Ihlder a ll the 
money he wented . Be wants 7 mill ion dollars; tha t ' s 
Jus t ridicul ous . 

I sai d give him a mill i on dollars for each. 

A mill i on and a ha l f would be plenty . 

Wha t ever i t would cost to do a low-ren\ Job. If 
they c an do 1t for half a mi lli on dollar s under the 
\'jagner-Steagall theory, l et t hem do half a million 
dollar s . Let them do both. Don't you think that ' s 
hor se sense? 

That' s a ll r ight . Be can ' t g et any contribution from 
the Dis trict . The a lley dwelling a uthority is s et 
up entirel y d ifferently than any housing authority 
in the states . 

I went t o tel l you what l advised them, because I 
thought I gave them good advice . Be was going to 
•urn oown the alley dwelling a uthority entirely and 
not give them the money; then he'd be 1n a nice fix . 

Nell , he couldn't do that. The Act direct s the 
Pr esident to a llocate it. 

1Vell I never heard it explained as clearly as that. 
But f never quite - so I told him - I said, •Well, 
as long as you've told me, I want you to know, if 
that ' s the philosophy of the \Yagner-Steagall bill, 
I •m in complete disagreement 'Nith it, and I t hink 
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Bell: 

H. !.I .Jr: 

Taylor: 

H.U. J r: 

Bell : 

H. M. Jr: 

Bell : 

H. !.! . Jr: 

Bell: 

H. :.I.Jr: 

Bell: 

8 .U. Jr: 

Bell: 

B. !.!. Jr : 

Bell: 

li .M. Jr: 
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that these things should pay for themselves . " 
Then I said, "But thnt isn' t what you came to 
ask my advice a bout. But I want to let you know 
how I feel." 

All right. 

I didn't want to make such a flat statement; I 
mean you people - somebody else, if he disagrees 
with me - at least be knows where I stand. Hub? 

All r ight by you (Taylor )? 

Yes, sir. 

What? 

Usn? 

I haven't a nything . 

Still Thursday noon? 

17 

(Nods yes) I 1 d like to talk to you tomorrow morning 
some time about your testimony before the Appropri Bti ons 
"'ommittee. Won ' t t ake very long . Jus t a few places . 

Want an a ppointment? 

Yes . About the s ame time we t alk a bout the other, 
I think - ll o ' clock. 

Bell , ll? 

All right. 

And Haas wr o t e something for me to say on my 
estimating which everybody , includi ng myself, thought 
was pretty good, ~nd I a sked him to give it to you. 

r•ve got it, but I haven't r ead it. 

Will you? 

Yes . 

Thank you. ~11 right? 
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Haas : 

a . :.& . Jr: 

Haas: 

H.V. Jr: 

Bell : 

H. Y. .Jr: 

Gast on: 

Bell : 

ll . !.I . Jr: 

llt.as : 

H.!l. Jr: 

Gaston: 

Upbnm: 

H.:.I.Jr : 

Bell: 

Upham: 

H. :.I . J r: 

Ophllc : 
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llr . becretary , witll r egard to the same subJect, 
there's a few places in there where you made 
a statement and have authority for the sta tement 
you made, but it ' s a ques tion of definition; I 
think it ' s best to leave it stand the way you said 
them . I n other words , some people may s ay a thing 
a different way. 

18 

Uind you, I don ' t s ay a nything . This is the President ' s 
budget message . 

I don•t mean that; I mean tbe testimony . 

We ' ll go over it &t ll o ' clock . I don ' t know whllt 
Bell bas in mind . Al l r ight? 

Yes . I don't think there ' s much . Just one or two 
places . 

All right . Has Gaston looked a t it? 

I •ve looked ut it, yes . 

Gaston has practically the same questions tha t I 
ha ve , in two places . 

Who else has got a question? Have you (Haas)? 

I •ve looked a t it. 

Why don• t you am Gaston come in at ll also? 

.bll right . 

Nothing . 

Ha ve you offered to help .bell on his budget message 
if he wants it? You usually help him. 

I 111 look to him next week . 

.t>e very gl ad to . 

Anything else? 

(Nods not hing) 
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Lochhead: 

Gibbons: 

B. Y.Jr: 

Gibbons: 

H. li.Jr: 

Gibbons : 

R. :.!.Jr: 

Gibbons: 

H. :A .Jr: 

Gibbons : 

H. :.! . Jr : 

Gibbons: 

H • .t . Jr: 

Gibbons: 

!9 
-7-

Nothing. 

Got a memor andum on Honolulu from me? .. 
Yes, let ' s clean that right up . 

I haven't got the full written report yet . 

Look, old man, can't you Just use your horse 
sense and 1 111 back you up on anything you do? 

That ' s wha t I intended to do, but you spoke about -
when you got ba ck, tha t you wanted me to keep you 
advised . 

And you lind Mac had it all fixed up for me to 
sign t he thing, and 1 came btick and I held it up . 
Now, wh& t I say is, a ga in 

He was drunk in the hotel out there . 

If he was , I say that t hat fellow, no matter wha t 
his politics a r e, even if he ' s a Democrat ••• 

On the other hand, they say this newspaper is a 
"black man" sheet. 

Oh, that ' s what they t olo me. Never mind whut the 
newspaper 

Commander told me he ' s sending through a confidential 
report. 

I say , e ven though Mac r ecommended that I sign it, 
that •••• 

Tha t ' s all r ight; I've got plenty . And on the 
Bangs thing, you read his ••• 

B. K.Jr: Yes . 

Gibbons: 

B. IA .Jr: 

That ' s O. K. with you, is it? You don't want to 
make a ny changes? 

I wouldn ' t change it. 

Mac, J ere Cooper wants a letter saying what a s well 
guy he is and if I would give a nybody a commemorative 
coin I ' d give i t to him, but I 1m terribly sorry -
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ll . li.Jr: 

ldcR: 

Teylor: 

rl • .>! .Jr: 

Gibbons: 

H.M.Jr: 

Gibbons: 

lf . io! .Jr: 

Gibbons: 

ll . li . Jr : 

Gibbons: 

H. t.I .Jr: 
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something he can show to the folks back home . 

I•m just delighted to give him tbat kind of a 
letter. 

That ' s all he wants - that if I'd give it to anybody, 
I ' d give it to b~and he's a swell guy. 

As long as we don' t have to give him the coin, it's 
all right. 

He d oesn ' t want the coin. Just something to show 
the people back home. 

'lo put in the papers. 

Listen, I don't want to get in on this either, Kr. 
Gibbons. I don't know a damn thing about Collectors 
of Internal Revenue . You and Mr. Helvering handle 
that . You and Helvering a nd Jim Farley. See, old 
man? 

He called me the other day. 

I don• t k.no.v whether we wa.nt to have Keenan represent 
us on the Hill . 

I called Keenan and told him no. 

You and Guy f ix 1t up - and Jim - whatever you do . 

Did you s ee where SchNellenbach sai d Bone is stealing 
all his patronage? Just a question between the two 
Senators. Can' t worry about it. 

You and Guy &nd Jim Farley - whatever you agree, 1 111 
sink with you. 

Professor from Princeton called up. ~. Cairns said 
he's not a professor but a promoter . What ~s his 
name? About some paper from China that was supposed 
t o come in fre e of duty, and they wouldn't submit 
samples . 

Not a professor? 
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Gibbons: 

a.M. Jr: 

Gibbons: 

H. I.I .Jr: 

Gibbons: 

H.U.Jr: 

~>ibbons : 

Olipn«n t: 

Gibbons : 

a . r~ . Jr: 

Gibbons: 

Taylor: 

Oliphant: 

Gibbons: 

Oliphant: 

Gibbons : 

H. IJ.Jr: 

Gibbons: 
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He says he 1 s a promoter. 

He 1s one of the ranking educator s of America . Ar e 
you joking? 

Her man • • • 

Dr . Flexner of Princeton? Why, 
grea test educators in America . 
trying to be funny. 

Well , t hat ' s the reply I got . 

From Cairns? 

Yes . 

!lho? 

Cairns said he was a promoter . 

I guess Cairns was kidding you. 

II ell, he 1 s all stra ightened out . 

Vlhich one? 

he• s one of the 
I don 1 t know who ' s 

I haven't seen - 11111 you send it to me? Have 
you got it? 

flo , it was some stuff Be was wrong. 

I mean you got his prot est? 

21 

He just ca~led up on the telephone . Johnson handled 
it, Berman. 

He got t he same day three different lette~s f rom 
Customs . • Now , Yr . Morgenthau, which one of these 
three let ters should I pay attention to?" Got ter ­
r ibly upset and e veryt hing . 

L s aid, • I cen•t handle i t mysel f , but I 111 have some­
body cell you the same day . • 

All taken cere of. 
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Gibbons : 
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Be said, •I aot three different letters . What 
should I do?• Terribly upset . 

Paper? 

Some document. 

22 

Supposed to be something from China that came in 
for educational purposes . But in the shipment 
there was a lot of other s tuff that wasn ' t that kind. 
He was wrong . Re was absolutely wrong . 

Who? 

The.profe~~aerman, you needn't bother . J ohnson's taken care of lt.-

Cairns was taking you f or a ride. 

All right . When you leaving? 

Friday night . 

For .•• 

Havana . 

Havana . I haven't said publicly I' m coming . 

I ' ll talk to you waen I get t here - call you up . 

The only person that ~nows I ' m coming down there 
is the Ambassador . 

?.'here' s a story in the paper. 

I know, but nobody following it up. I mean I don't 
want to .. . . 

No, no, I understand . 

You get down there Saturday? 

No, we ' ll be there, I think, Monday . Takes ubout two 
days - Saturday - Friday night .••• 

You leave on the evening plane? 
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No, I ' m goi ng down with my wife on the boat, on 
t his cruise . 

Ob. 1hen you st ay ther e? 

llo , I ' 11 be back here •• 'Ihey ' re goi ng to stay . 
I •ll be b&ck on the second . 

rfhat bout is tha t ? 

The Virginia . 

I - oh, I thought you were going t o fly. 

Wayne? 

(Nods nothing) 

George? 

I have nothing this morning . 

Her bert? 

I haven ' t anything . I don ' t know whether li r s . Kl o t z 
60t hold of t his man Rukeyser or not. 

de's ln New York . 

He's in !lew York . Said he was going to be he r e 
until Thursday or Friday . 

;\bo ' s nandlill$ &ssociated Cas and Electric? 
You (Oliphant) . ~>ll r i ght . Will you draft an 
answer for me t o sign t o Mr . Burroughs, telling 
him why I don ' t want t o see him, and i f he doesn't 
~now now yet what a jeopardy assessment is , it ' s 
a bout t ime he learned . 

Uoesn't ~now what wha t is? 

h jeopardy assessment. Is that the correct word? 

lhat ' s right . 

1'/ha t did Henry pull on me? J:le pulled a word on me 

23 
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l ast night. Had a great argument about it. 

I•d like to nave a few minutes, if I can, any 
t ime today. 

You can. 

You' re (Gaston) going t o do one for Julius, aren't 
you? 

Yes . 

I 1ve got more or less 
something pretty much 
in, let ' s go over it. 

- make it snort. I •ve got 
myself, but you bring it 
I'd li~e to answer it today. 

me 
olould you like/to draft 
in with it? 

Yes . 

Yes. 

something before I come 

Wight snow it to Taylor. New York Times - the 
man who ' s in charge of their publishing - advertising 
·end, writes me a letter plus a clipping from the 
editor and publisher: politics ond placing our 
advertising 1n magazines . 

Be uses a phrase tha t gives us a nice opening . 
Be says we ' re unfair to the newspapers , putting 
it on a patronage basis. 

t>o when you ' re ready let Wayne know. 

On Baby Bonds ? 

.that? Baby Bonds, yes. Gives me a chance to unload 
a lot of stuff off ~ chest. 

That ' s a pretty good springboard for you. 

Yes, plenty, and I just love it. And he quotes 
Herbert Gaston editorially, so he (Gaston) ought 
to rise to the occasion, 
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Gaston: Yes. 

a . :L Jr: 

Guston : 

H. :.! .Jr: 

Taylor : 

Oliphant : 

Bell: 

Oliphant: 

Bell: 

llttgill : 

H. ld .Jr: 

John rlynn has had a - did you see that in the News 
l as t night about Jesse Jones' capital stock? He ' s 
got the thing all beautifully mixed up . His column 
is just as crazy as it can be. 

Oh, Flynn• s crazy anyway; be. doesn't know any more 
about economics - he doesn't know any more £bout it 
t han General Johnson does . 

I thought I might write to F!ynn about it. 

There a re two of them. I 1d like to add a third, 
the lady of the Hope Diamond . The three of them 
ought to combine . Did you read tha t on gold? The 
Lbree of t hem ought t o get together and do a Joint 
column. 

I just read the summary tha t we bad in the Treasury 
thine there . I thought it was wonderful . 

~very time I •ve heard Johnson on the r adio, I ' ve 
been haunted by the feeling that I've heard tha t 
voice somewhere else - somebody else's voice. I 
found out t he other night. It•s Joe Penner 's. 

Doesn't nave a duck, does he? 

Just the same . 

Gener a l Johnson doesn't have the duck. 

(Nods nothing) 

All right, I guess . 
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II . R. 
Burgess: 

ll.ll.Jr: 

B: 

a.M. Jr: 

B: 

H. !J. Jr: 

B: 

Yes, sir. 

Deceaber 22, 1937 
2 : 30 p . m. 

I Just wondered how things were ·going . 

2s 

Well, things are a little bit wea~er t oday , I think 
they had a little drop coming 1lo them, you know. 

Yes. Well, I meant more - not on the • •• 

Ob, yes . 

I meant bow t bey tve been going, s~, the last week 
or so, because I really haven't .... 

Ob, they' ve been going beautifully. They' ve been 
very strong. 

li .W.Jr: Yes. 

B: 

H. ti . Jr : 

B: 

H . :.1 . Jr: 

B: 

li .U.Jr: 

B: 

B.M.Jr: 

2: 

H. M.Jr: 

B: 

B.ll. Jr: 

B: 

There's been insurance companies in tbe market buying. 
There's been banks in the market . It probably bas 
been going too fast . 

I see. 

That's been tbe t endency. During tbe week we ' ve- wetve 
swung out twenty million of bonds and disordered stuff. 
lbat helped keep things in order somewhat. 

How much? 

Twenty . 

You' ve bought or sold? 

Sold twenty . 

I see . 

• nd then ten for you the other day on the FDIC . 

Yes . 

Vihatever it was . 

Yes . 

And - but the market bas gobbled all that up very 
easily . 
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B: 

B.loi.Jr: 

B: 

H. I.! .Jr: 

B: 

B.M. Jr: 

B: 

H. !ol . Jr : 

B: 

ll . M.Jr: 

B: 

B. ll.Jr: 

B: 

H . ... . Jr: 

.I.> : 

B.M.Jr: 

B: 

H.M.Jr: 

B: 
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Oh-buh. 

And been strong as a bull pup . 

Ub-huh . Well •• • • 

Been afraid it would go too fast, too tar . 

27 

I d i dn't want to sell any more, but I think beginning 
~onday, if it ' s str ong again we may give you another 
ten million to sell . 

'J.hat 1 s O. K. 

But I thought we ' d wait now until Monday. 

Yes. 

Don't you t b.ink so? 

I tb.ink I would . I t• s a little weak today. 

Well , I can wait -

But i f it gets strong a nd seems to mean something, why, 
we 1l l call you up . 

Uo that, and ••• 

I t hink it ' s a good time t o make some of those shifts, 
and be ready to operate the other way when we have to . 

Tell me , how many of your two and a halves have you 
disposed of? 

Vle 1 r e down to f orty- two and a half million . 

I see . 

bnd t hen we'd sold down to fifty last week. 

Yes . 

And they 'v~ sold seven and a ha1f this week. 

Uh-huh. Well, everything seems - the Government bond 
mar ket - unbelievably good, doesn't it? 

That ' s right . Yes, a nd it ' s lapped over some into the 
corporate markets t oo . 
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H.U.Jr: 

B: 

H.!!.Jr: 

B: 

H. IJ.Jr: 

B: 

H.ll.Jr: 

B: 

- ~ -
Yea, I know it haa. 

Tbat'e always helpful. 

Fine . 

Very good. 

Well it I don ' t talk to you again, Kerry Chriat .. l. 

Same to you, air. 

Thank you. Goodbye. 

Goodbye. 
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Operator: 
Gov. 
Harrioon: 

H.U.Jr: 

1!: 

H.l!.Jr: 

H: 

Go ahead. 

Hello. 

Hello. 

Oh, Henry? 

Yes. 

l(obaya sh1, 

December aa, 193?. 
3 : 45 p.a. 

29 

~ho is the aaent or t.he Bank or Japan. 

H.!J.Jr: Yea . 

H: 

H.!!.Jr: 

H: 

H.U.Jr: 

H: 

H .ll.Jr: 

!!: 

H.ll.Jr: 

H: 

H.M.Jr: 

ll: 

H.li .Jr: 

H: 

l!. !.!.Jr: 

H: 

H.!.I.Jr : 

Came in this afternoon to let us know that according to 
a cable he's received from t.he Japanese financial 
col!l1!!1ssion. 

Yee. 

In New York . 

Yea. 

From the Treasury in TokYo. 

Yes. 

!!'be Federal Reserve Bank of New York will, 1n future, 
be advised before shipment or gold to San Francisco 
is actually made. 

Good. 

So , we've got official confirmation or it now. 

That.'s fine. 

And I Just wanted t.o let you know. 

Thank you. I got - I had t.hat. boy Ukawa 
here yesterday. 

You had him what? 

I had him sweating. 

Really. 

sweating 

Yes, He was so afraid I waa going to make a public 
at.atement, 
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H.l!.Jr: 

H: 

H.L!.Jr: 

H: 

H. L!.Jr: 

II : 

H.U.Jr: 

H: 

H.I!.Jr: 

!!: 

H.M.Jr: 

H: 

H.U.Jr: 

H: 

H . l.I .Jr: 

H: 

H . II.Jr: 

H: 

H.!.!.Jr: 

H: 

H.I.I.Jr: 

30 
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cra~1est people I eYer saw. 

Yes, they're - I ' m glad 1t atra1ghtened out anyw~ . 

Well, I'm glad you got that cable . It shows whaa you 
put the pressure on them .••• 

Well, we - I haYen•t got the oable itaelt. He Juet 
came OYer and adYised ua orally. 

Good. 

That aooord1ng to a cable reoeived by the Financial 
Commission trom the Treaaury 1n Tokyo. 

Good. 

We will be advised. 

Good. 

Yes, that's all straightened. 

Thank you very much. 

All right, and merry merry Christmas to you, Henry. 

!.!any or them to you, Georse. 

Thank you tor your permit to eee the vaults. I'm going 
out, leaving tom~~w afternoon, and I will be there 
~r1~ay ntternoon. I don't know whether it'll be open 
or not, but I'll try and aee it Friday. 

Well, it'e a risk, but I'm willing to take it. 

Yes. All r i ght, you can tell me, what I used to tell 
everybody in my vault. They oan get - take away 
anything they oan gat away with. 

Right. Well I tell you - 1t - I reel very good about 
t he gold etandard when the Governor or New York wants 
to go out and take a look at gold. 

Been eo long alnce I've seen any Henry. 

Whatf 

It's been so long since I've seen any. 

I know. I know. It's a good story, and I think I'll 
tell the newopaper men about it. 
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H. M.Jr : 

H: 

H.L!.Jr: 

H: 

H .l!.Jr: 

H: 

All rJ.&bt. . 

All rJ.&bt., Heftr7. 

KaYe a n1oe t.1ae. 

- 3 -

And flf! beat. regarda t.o Mrs. llorgent.hau. 

Thank you. 

Goodnight.. 

.. 
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DeeGber a:a, 193'7 

' 
!!le Secretary of the 'l'r--=7 ~o4A,)' .. ~ ... ~aiDed ~he llttican IIWeter of 

Jl'lnanee, l!lduardo SU&rea, and ~he llexican Ambaoeador, Dr. BaJere e~ dinner a~ 

hie home. Also pre~ent were £ee11tant secretary of the 'l'reaeur;r T101lor, Jlr. 

H. D. White, and Mr. Lochhead. 

In the eou.ree of the reneral eon .. er• ation there wae e(ll:le mention lllade of 
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doctor s , and llr . Jlor.,enthau took ad...,.t~~«e of the o~rtunit;r to uoe the medical 

"' t omlnology In reterriDg ~o llerieo' • preeent condition. l!r. llorgenthau oald 

' that in his opinion treating the patient (l.lexleo) by appl;ying adhelin court-
' 

plaoter for a aDall eeratch when the patient wae .u!fer1Dg frao a oerloue Ill-

noM •ould no~ aeeomplllh an;r real benefit. Be f elt that t he jl!eneral condition of 

the patien~ required a thoro~h UR~>Inatlon but that a~ the present tlnle, he r .. 

~lnded nr. Najera and V.iniater suarea, President Cardenae, of Mexico, • •• the 

doctor In ~enornl char"'e of the patient . Be felt that If the doctor in char~• 

eared to baYe the h elp of the United State• In at~ompti"" a real cure of the 

condi tion h e would fiAt uo reeeptiye to a «enerel ~!nation of t he •hole oltuatlon. 

l!owovor, the etb leo In eaoea of thio lclnd was to ba.,. the pb.yo1e1an In char!(e in-

vlte an outeide ph;yolei an a• eonaultant to help In di~nooing the caeo, and al­

tb~h he waa perfectly will~ to cooperate, I t naturally could be only at the 

l nrltatlon of Preoldent Cardenao. secretary llort:ent.Mu added ~hat In thio eaoe 

he could aaoure t bD tha~ the eonoultant would not 1naht upon an;r lm!lediate P'Q'­

mont of hie tee Md would be ee:.tent to let thio be tllken care of at oome 1\lture 

time. 

Dr. llajera and V.inlet.,. SUarea UD4eretood and tool< part 1D the conY.,.o&tiOil 

alo~ theee 11Deo, and apparentl;r YC'e app1"eciathe of the ~«eotlon. !!117 in­

tl,..ated thq would ~~:•t In tow:h with Prelident Cardenae immedlatel;r and adrlee 

the Secretary of the outcome I n duo eouroe. 
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December 22, 1937 

RM,Jr telephoned the Prea1dent a t 3:30 and 
said: "The Tateuta Yaru took on Board at Loa Angeles 
mail with Japanese stamps which did not clear through 
our Poet Ottioe . That is against the law. That 
boat is now in Ban Francisco . The normal thing would 
be for our Customs Agent to go on board and Just seize 
the mail. Evidently t he Japanese have something that 
they do not want us to know about. I am not aski ng · 
anybody else's advice. Evidently before this thing 
got to me 1t had gone to the State Department and they 
have been objecting.• The President said, "Go ahead 
and do it and don ' t ask anybody.• 

••• * •• 
Atter speaking to the President, the Secretary 

sent tor Oliphant, Taylor, McReynolds and Dow, who had 
been waiting in Mr. Oliphant ' e ottioe. The Secretary 
told Mr. Dow to send a t elegram to Frederick s. Freed, 
~upervising Customs Agent at San Francisco, and give 
him his instructions. Also, to f ollow up the telegram 
by a telephone oall. He told Dow to be sure to tell 
Freed to have enough men with h1m when the seizure is 
made and to be sure that the mail •as i mmediately placed 
in the custody ot the Post Office Department. He also 
told Dow to have all other ports watched. 

(A ttaohed is copy or Oli phant's memorandum 
to the Secretary showing how the matter was t1rst brought 
to the attention ot the Secretary. Also attached are 
a copy ot telegram trcm Freed and copy or telegram or 
instructions from the Commissioner or Cuato~ addressed 
to Freed. ) 
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TREASURY DEPARTMENT 

IN'nlt OI'PICa COIIMUNICAnoN 

..... 
To S.oretar)' llorpotbau 

Deo.ber 22, 1937 

••ow lie.-.> Oliphant 

.lt three o1 clock thla atteroooo, llr. C&il'DII brought to .;r 

attention tbe Mtter ot reported nolatiODa ot eeot1oo 496, title 39 

ot the 11Dited States Code oo the Pacific Cout, iDYOl.'l'iDc Mil beariJ1c 

Japaoeae stupe beiDc telteo OD bcarcl outcoiq neeela witbout puei.Dc 

through the Uoited Stetea Poat Ottioa, I attach cow ot a tel~ 

troa frae4, Supemaiq Custou .lpot at San lrucboo, dated De-bar 

21 , and a cop:y ot the telegnua which haa bean preparec! in the Buraau tor 

diepetch to freed, 

I wu told that t his practice au tint euepected IJT the Poet 

Ottice llepertnent about tha lliddle ot lleC*Ober end hu beaD UDder 

1nnat1gat1oo eiDce end ill said to prnail at Loa .lqelae, Sen lruoieoo 

end Seattle. llr. Ieber ot tbe Post Ottioa O.part.ent bad diecueaecl 1t 

with lleeere. Sturgeoo end !lelleot1De ot tbe State Departa .. t, tbe latter 

teo in41cat1q tbat this Mil ebould n.;,t be eehecl pareDUlt to tbe abon­

eent1ooe4 etetute. 

Iou will recall that I brought the Mtter to :rour atteotioo at 

about )1)00 llr. Ta:rlor beiq preeat, end that :rou ~cated with tbt 

Prae14eot thereafter. You told llr. Dow that tbe Preeideot bad eaid tbt 

la• ebould be oarriecl out IJT the ilw'eeu without -ulUq ..,.....,. ...S 

ioatnJOted • r. 0.,. to 'd~ to hooM4 ud U.. to telepa.;.e b1a tbtt, 'd.._ 
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plent)' ot belp, t. •boul4 .U. U. Minn ill U. rwcular ~ witiiDut. 

eeekiD& publlcit)', ud that tbe - o-.loaUoa •bould 10 to U. 

otlwr Paoltic port.. 

Attect.eote 
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TELEGRAM 
Of"FICIAL ISUSINESS-GOVERNMINT RATIS 

.... "" ...... ' ..... 

.... Oiftee .. -

.... 'Ill~ 

= a· ; 
TREAsuRy DEPARTMENT ·--

.. 1 I I .... 

It ,.. - •"-" ..... , ........ -..... ........ -.... ... Jlllll 
....... ,. II¥...., ........ """. lflll ... ........... ... .... '-fill ........ ftll¥1 ,.. ........... , ........ ...... 
.... .. ... 7 .... ,... .,... &a ...... - " .. . ................. 
·~~. ta =" 
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cOP I 

1 PO II 101/lOS IlL GOVT COLL 

!IIIASURr IIIPA!l1'1111rl' 
Telecrapb Ottice 

11R 5.Ui P'!WiCISCO CALIF D.: 21 l 937 

InveetigatiYe Unit 
IW'eau ot Custo. 

19)7 DIC 22 .AJl 8 )1 

l e baY& intoNation J..arce quent1t7 first claae ..U 011 board Jap&Deee 

n u el Tatsuta llaru bear1ac JapeJMee poetap etape but aet~ tabu 

aboard in this countey STOP We intaad eeisinc thia wronctul.l;r posted 

Mil utter Wedlleeclq under article one twwnt7 one ouetoae regulationa 

nineteen thirty anen it Department pel'Oeivea no objeotione at thia 

t1• STOP Veuel aaile t~ San Frallcieco T'bul'Mq noon STOP T'bere ie a 

e11d.lar cue in Seattla whi<lh I aa told baa beea subject ot cceenrtcatia 

with both Oun- Bureau and Poatal anthoritiea STOP Pl ... • rep1;r 

iatediateq Postal Teleeraph u we desire to ll&ke aearch Wednesclq to 

avoid poeeible de~ in eailine ot vessel 

FRBED •• ••• • •• 830l 
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l-2- IH ) 
~~·I 

1 . To~ m zorl07ed• : 
Male •••• •• • •••••••••••• • • 41127,000 
7..-le ••••• • ••• ••••• ••• •• 1. 6,l.QQQ 

2. Worll:iJii on Federal relier 
(W.P.A., C.C.C., J.Y.A., etc. ) 

1&1• ••••••••••••••• • • • •• • 1,634,000 
P..ale ••• • ••·•••••••••• •• Jll.QQQ 

To~ ~078'1 &Dd Oil 

.5,7'78,000 

1.968. QQQ 

Pederal relief •••••••• ••• •••••••• ••• 71746,000 

) . Partl7 =•plO)'eda 
Male • •••• •• • • • • • • •• • • • •• • 21 S901000 
F..ale •• •• .• •• ••••. . ••••• 567·000 3. 157.QQQ 

Total • •• •• •• ••• •••• • ••• .••. • •• 10,903,000 

lotea Teat check not collpleted but 1Ddicatioll8 DOW are tllat. 
it 1li.ll r= hich•r tball abon • 
.laerie&ll Federation ot Labor index ot ~OJMDt tor 
Ootcber wee 8,474,000 which ooapa:rae witb 7,746,000 
above. 
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TREASURY DEPARTMENT 

INTU O II'P'IC. COWNU Nic:ATION 
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DAT. 

Secretary Mor~nthau 
December 22, 1937. 

TO 

rooM Mr. Haas 

Subject: Mexico 

Climate ranges from tropical to temperate. 

MeXico is about as big as the southwestern corner or 
the United States, comprising an area as lar~ as that or 
Texas, Arizona, New Uex!co, Nevada, and CaliforL~a coabined. 
Two mountain ranges run down each side along the coast,- . 
somewhat as in this country. Be~een the two lies a vast 
~lateau with an altitude of five to eight thousand teet 
tabout altitude of Denver, Colorado) , where the climate is 
temperate, much like that or New York in September. The 
lowlands along · the coast are hot, unhealthy, with heavy 
rainfall on the Gulf side. Along the Paci f ic slope and in 
the interior irrigation is needed. 

o ulation about as ra id as that o! 

The present popul.ation is about 16i million. Rate of 
increase since 1920 is about the same as in t his country. 
The vast majority are of mixed Indian and white ancestry. 
Nearly halt the people live in cities (United States only 
slightly more urbanized). Illitera cy is very high. Pre­
dominant religion is Roman Catholic. 

Form or Government much like that or United States. 

Uexico is a Federative Republic, divided into States, 
each or which has the right to manage its own local affairs. 
The Congress is comoosed of a Senate and Chamber or Deputies 
elected by popular vote . The President is likewise elected 
by direc t popular vote tor a six-year term. He has a 
Oounctl of Secretaries, much like the Cabinet in the united 
States. 

None ot the more important legislative and execUtive 
officials are ~lig1ble to succeed themselves for the term 
immediately following. 
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•rpxi cen h i s tory is marked by revolts and violence . 

~ith t he exception ot the long, firm rule ot .Diaz, 1~76-
1?11, Uexico has experienced a succession ot revolts a nd poli­
t tcn1 viol~nce extending from the time of its indepe ndence in 
1~~1 ti l l t he present. There wns a series of upr i s ings tollow­
inr the World War t ill the election ot Obregon in 1920, and 
r,llo,.lng him, or Call es . Obregon was elected agai n but as­
eaesin~ted. Rubio resi gned because ot ill health, and was 
•ucceeded by t he pres ent Pre sident . Lazaro Gardenast or the 
:lattonal ~evolutionary Party, who was elected in 19~4 tor a 
~1x-ye~r t erm. 

"h~ nresent Government i 8 radical in tone. • 

The !!a tional Revolutionary Party early in 1931+ embarked 
on A Six-Year Plan . The progra m pr ovides tor t he complete 
seculari zation and expansion ot t hf' school system, 'ex!caniz.a­
ttcn of indus try, d irect intervention of t he Federal Govf'rnmf'nt 
in torei Fn trade by means or a commission for control of 1m­
nor t e And exports and GOvernment a id for exporters. Hodel 
··orl,ing men ' e houses ere t o be conotructed. Uo.nd is to be 
redi s t r i buted. A Federal oomm1es1on w1 th f ar - r eaching author­
ity over light and power companies i8 to be instituted. The 
nrorr.~m nl s o pr ovides for exten11ive nublic v;orks . President 
Cardenas has been on t he wholf' firm in his ef fort s to carry 
throurh t he pl an, and 1t may be sa i d t hat substantial p rogress 
hns 'born made. 

"fhnt 1R t !l.e statue ot foreign oil coJD"Oanles in l:exlco? 

Si nce 1921 oil production ln •exico has declined steadily 
froo r pPak pr oduction of 193 ~lllion barrels in t hRt year 
rrttllnP t o an a~nual production a t t he present time of approx­
~ ~-t~ly he million barrels . It is well known, however, ~~at 
only n scall proportion of t he total potential oil- bearing land 
in t!t>:ti oo i s being exploited. 

The influx ot capital from abroad has been impeded by 
Article 27 of the Constitution of 1917, which gave the Mexican 
Gover nment title to subsoil r1Rhte on all lands not acquired 
~rlor t o 1917. Despite legi slation intended t o clear up this 
•l itrl cul ty, t he posl tion ot oil oompanie s ln Mexico 1s still 
rer,ardsd as anomalous, due both to ambiguity ot the law and 
to r~ar or possible f uture action. 

In 19~4 the Federal Government organized the "Petroleos 
de ''el'1co•, control of whioh rests in the Goverru~~ent itself. 
L~~e have been passed a i med directly at favoring operations 
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of this co~any, while placing difficulti es in front or foreign 
o-ned oil compani es. One important decree placed an extremely 
liberal interpretati on on the t heory or Federal ownership of 
~1vers and waterways, malting it possi ble for "Petromex• to 
drlll on all rivers and waterways even it t hey run through 
t>roper t1es or priva tely O\med organi zations, givi ng the 
:rexicAn government a great adva ntage in withdrawing oil from 
prov~n t er r itory a t l i ttle expense. Another decree placed a 
ta~r~actare on oil land concess i ons , forcing oil companies to 
turn bnck to Gover nment ownership any speculative acreage , which 
I' Cr~'F'!;S is made available f or "Petromex• . 

. 
The instability or labor c crlditions in the petroleum in­

'ustr y is an extremely i mportant point or interest at the 
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present tioe. Labor has been obtaining more and more concessi ons, 
1ncreasin~ costs or production. Withi n t he paet month a 
Presidential decision bas l ifted t he dai ly wage or Mexican oil 
-·or:ters until i t i s now many times t hat received in any other 
tn(\us try. Tllis increase applies t o .-orkers or f oreign oll 
~o,nan1e s only, and is equivalent to a t a x upon foreign producem 
of o11 operating 1n tlexico. This i s but one of a series or steps 
deai p.ned to make exploita tion or oil companies in Yexico by 
rorPir,ners less profitable. 

~eoently the !lexioan Governme-nt has arrived at an accord 
with n Br1t1sh Company, the Eagl e 011, which upsets an agree­
rrt;l nt mnde between Calles and Morrow . This agreement guaranteed 
thnt fors i (ill companies would not have to pay higher taxes on 
conce ssi ons than had been arranged prior t o the 1917 Constitu­
t ion, nor th• t r oyal ties would be collected on these conceseiona 
Thi s new arrangements states t ha t t he British company will pay 
35 percent royalty on t he majority or t he plots given in t he 
roneession. Thi s contract brings out possi bilities of~ Amerioan 
oil interewt s 1n le:tlco. 1.-.-c~ • · - 1- -

Some American companiee have been approached and advised 
thPt pending concessions will be gi ven i f royal t i es ar e agreed 
to, Pl t houp.h definite stat ements hnve not yet been made t hat 
such r oyalties will apply again st concessi one already held. 

The nresent Government i s furth ering l and redi s tribution measur• e 
r s ssed under previous A~inistrAtiona . 

LAnd decrees opening Federal l a nds f or agricultural pur­
"OBPR t o P.ll llexican oitizene over ll'l were passed under Obregon 
tn 1923 Pnil under Rubio in 1930. !Jillions of acres have been 
distributed in thi s fashion. Thi s i s t he fashion in which 
recent gover nments have attempt ed t o combat feudalism in exico. 
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~~espnt Government adamant in its stand against the Roman 
C~thol1c Church. 

':'he present Government has heightened the long-standing 
r ·'ntroversy between Church a nd State in Mexico by demanding 
t~e expulsion of high Church offrcials, purging Government 
ortlces of nonsympathetic employees, end expropriating Church 
edifices and converting them int o secular schools and other 
ins tl tut ions. 

"'lll'.t ls t..~e chief source of !lexican wealth. 

l! inerals are by f ar the moat i mportant cash products 
r>roducsd in !Jexioo. The owner ship in mining properties 1e 
chi e fly foreign, probably bet ween 75 and S5 percent, with 
A~ric~n capit~l leading, but exact percentages are difficult 
to P~certain. It i s believed that this percentage has been 
rPducPd in recent yePrs due to llexico • s laws forbiddi ng new 
""ncessions being given to foreigners since 1917. Those for­
~ ionrrs nlrPady owning properties have been disinclined to 
i nvest new money or enlPrgs present plant capacities due to 
thPlr fee ling of insecurity ln t he country, and t heir fear of 
fTOwing labor troubles. Labor ' s demands have incr eased to 
such e.n extent t he. t ll'lrge empl oyers are loath t o take on the 
rr.e::>onsi b111ty of more help. 

The minerals produced, listed in t he order of t heir impor­
tPnce are: Silver, oil, gold, lead, ~inc , copper, arsenic, 
r.nt imony, cadmium, mercury, tin, and ~aphite . Uexico currently 
nroduces about 1/3 of the rorld ' s silvPr, and i s r esponsible 
•or nbout 2/3 of t he ~orld 's t ot al silver production durin~ 
'hp l a st 4oo ye t>re. 

" "Xico • s large foreign and domestic debt renn1ns in default. 

The 
lion , of 
tereot. 

t ot al recogn ized forei gn debt is pnproxtmately $200 mil­
which a l ittle more than hPlf repr esents accrued in-

All t he above bonds have b een in ooc" lete default since 
91~ except for t he years 1923, 1924 end 1925, when part of 
t~P interest ~yments were made. Th• forelr,n obli gpti ons, 
P~clue ive of arcrued interest, arr given on the follow1nv page : 
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Uexioo.n Foreign Obl1go.tione 

Dollar Bonds 

I ssued 

cornorate (c~v . guar.) 
llnt. Packing Co. (Gov. guar. ) 1/ 

Total 

$4o, 000,000 
3. 252 ,000 

25,000,000 
0, 100,000 

~74, 52 , 660 

:rational. 
"tPte 

Total 

'1nt1onr l 
Stnte 

Total 

Sterling Bonds 

Issued 

;.42, 700,000 
2 , 6~, 000 

45.30,000 

French f r anc bonds 

I ssued 

(foe . ) 2g0, 275, 000 
3. ~go ,ooo 

283,56,006 

1/ Unrecognized. 
Y i.ll, 792,903 of t hat 8\llll i s unrecognized. 

OUtstanding 

$37,037. 500 
3, 252,000 

21, g77,000 
4, ~00,000 

$66, 66,500 

OUtstanding 

1.27, 750, 163 y 
1. 5~2 , goo 

1-29, 3 2,963 

outstanding 

263,g9i. 790 
~ · ~0, 000 

26 , 1,790 ~- • 

The r ecognized internal debt at t he end of 1936 was 
~b~ut 450, 000,000 pesos, of which approximately a t h ird c~n­
ni sted of accrued interost. 

( \l"e are preparing a det ailed study of the t:exican foreign 
"n~ domestic debt end matters pe rtelning t hereto.) 

The dome s tic bonds likewi se a-"e in defaul t with no i m­
~edi~ te prospect s of resumption of paJment. 

Peso vi r t ually pe~ged to dollnr since au t umn of 19}~ · 

By e decree issued 1932 t he Mexican Treasury was empowered 
to buy (through the Bank of J.texico) any gol~ produced in Mexico 
nt t he pr eva i ling market price. The follo~ing year t he Bank of 
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·rex1co was gi ven the power t o buy ancl. sell foreign exchange, 
~nd was ~iven preference i n the market over all other buyer• 
•t an equal price, for the purpo2e of preventing speculation 
• n~ contr ollins fluctuations i n the rate. 

S\nce Novedber 1933, the peso has fluctuated only slightly 
ln tP r ms of the dollar, ar ound 27.7 cen ts. From ita former 
u•r t~e peso has depreciated some . 67 percent in te r ms of 
~-oltl cnn 26 percent in terms of t he ·dollt>r. In r ecent weeks, 
tn~ever, t here 1s reported t o have been a O.iF"ht or can ital 
e-nr endered in part by the speeded up prorrnm of t he Mexican 
GovPI'nmPnt. The r e sult has bePn pressure on the peso to an 
PYtent thE~.t t hr Al•tens its otabili t y. 

•·E'T1co hPs hac an annul'l e ort excess of over 120 million eaoa 
nut t he denressio . 

!m~rts amounted 
t o 776 mi lli on pesos. 
~oubl~d since the low 
~urns . 

t o ~61 mill ion pesos in 1936 end Pxnorta 
Bot h i mnorts and e~orts have more t han 

i n 1932 and a re now in excess of t he 1929 

In t he firs t f our months of 1917 exports increased 1g per­
crnt l'nd imnorts 3'' percent over compr~rPble period of 1936. 

·.7h• t does !!exico buy and sell? 

Imnorts consist princ i pally o f vegetable and minera l prod­
llctc, textiles, machinery, chemi cals, veh icles, arms and ex­
"lOP1vea. 

Over 70 percent of 11ex1co 1 s eX!Jort• ar~ rt>presented by 
n1nPr~l products such as silver, gold, l ead, copper, zinc, and 
petroleum, crude and refined, silver alone Pccount ing for mor~ 
t~an ' fourth of total export s . Vep,e t able products such as 
~offe~ , tomat oes, hemn, bananas, etc. , make up 15 percent of 
'1er e:o:ro~ts . 

,U.,oPt t\,o-thirds of Uex1oo •s foreign trttde 1s lf1th the U. S. 

Qvpr 6o oercent of •ex1co •s exports go t o t t.e United Sta tPe, 
9 percent t o United K1~dom, ll nercent to Oer~ny, ; percent 
to Belfiuc , end 2 percent each to France, Ja~en end Netherlands. 

The United Sta tes i s also her leading source of supply, 
59 percent of her imnort s coming from this country, 15 percBnt 
from Germany, 5 percent from United Y.inBdom, 5 percent from 
~n"int~nd ~ percent from France. 

l~~; 
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our trade wlth ~exlco 1s increasing. 

our i mports from Mexico, which stood at 
1n 1929 , deollned to $31 m1ll1on in 1933 and 
e36 milli on 1n 193~. f~2 million in 1935 and 
1936. 

Sll~ mill i on 
rose again to 
$~9 million 1n 

our e~orts t o llexlco amount~d to Cl14 million 1n 
decl i ned to S32 million in 1932, an~ rose a~aln to S55 
in 19'4, t66 mill i on in 1935 and $76 mill i on in 1936. 

1929. 
million 

In t he first ten months or 1937 compared with t he first 
ten ~onths of 1936, our exports t o Uexico increased 49 percent, 
~nd cur i rn·•orts froc 'ex! co inoree eed 2~ J?!rcent. 

-:---t'--
~e buy c~iefly mete~s . oil, and coffee from llexico, and sell 
hPr chiPfly m~~nufactured oroducte . 

Leadi ng exports t o t he Unl t ed States from Mexico in the 
order of th~ir i mportance are : silver, gold, copper, crude 
pe troleum, coffee , bananas end sisal and henequen. 

Principal imports f rom the United States are aut omobile s 
and trucks, petroleum and 1t s deriva tives, iron and steel 
products, mP.ohlnery and chemicals. 
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TREASURY DEPARTMENT 

INTC.III 0 1'1'1C. COMMU N ICATION 

OAT8 

•o Secretary Yorgenthau 

, _ Hel"lii8.D Ollpbftnt 

The following statute 1185 eoacted June 15, 1917. Hence, it 1a subsequent 

to , nnd not limited by, tho Hay- Pe.uncefote Trent;y of 1901 relating to the Canal 

Zone . 

Later sections provide forfeiture e.nd puniahment for failure to observe 

t!1e regula tions issued by the Secretary of the Treesur;y under this l et and for 

t.he e;sployment <L tlle ArliT and llavy to enforce its provisions. 

United States Code Annotated, Title SO, Chapter 12, Section l9la 

•secretary of Treasury and Governor of Canal Zone authorized 
to regulate e.nchornge, JDOVement, e.nd so forth 1 of vessels. ll'lten­
ever the President by procle.me.tion or Executive order declares e. 
pe.tione.l emergency to exist by r eason of actual or throntened war, 
insurrection, or invasion, or disturbance or threatened disturbftnce 
of the international relations of the United States, the Secretary 
of the Treasury IMJ' uke, subject to the approval. of the President, 
rules and r egula tiona governing the anchorage and ..:>vement of aey 
vessel, forei gn or domestic, in the territorial ...aters of the Onited 
States, ~ inspect such vessel a t ~ tiae, place guards therton, 
and, 1t necessary in his opinion in order to secure such vessels 
from damage or injury, or to prevent dalllege or injUlTto any harbor 
or mters of the United States, or to secure the obseM!lllce of the 
rights e.nd obligation~ of the United States, llltlY take, by and with 
the consent of the President, for 1111ch purposes, full possession and 
control of llllCh vessel and re.ove thersfro• the officers and cr., 
thereof and al.l other pereons not apecial.ly authori"ed by 1:11. to go 
or l'ellllin on bo&rd thereof. 

"lli thin tho territory and waters ot the Canal Zone the Governor 
of the PllD8JIIII. Canal, with the approval of the President, llb.Ul ex.­
ercise al.l the po,.rs conferred by this section on the Secretary of 
tho Treasury. • 
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I baYWI diacaased U. •tter with 1-ocbMed ud Opper ud w qree 

that, it the British rMl.lT waat to -... ill the a:cbazlce t'1eJ.4 ntboat 

aovi.Dg ill the political ADd atratecte tlel.d, thq could ti.Di a -..;, to 

do it. Wbll.e tbla n;r would not be pertect, it would be llllttioieatl.T 

e.t'tectiYe to etteetuate oar operations 1llliler tbe Tn41.rlc-witb-the-~ 

Act. St.lltaneoua pobllc amoan-nt ot cooperation ill exebaDge -­

trol eoul.d not be Mde, a!Du the Brltlah would ban to act b7 .araJ.T 

paasiag tbe word to their bnlr1ng e ualtn bat tbat the t - gonm­

•nt• nre eooperatlng would bee ... lalon Yeey quicltl.,- throllgh ordiM.rT 

tillancial chamlela. 

That the Brltiah Oooetwt doea baYe tbe ~ tecto, aa opposed to 

the legal, power waa illdieated br the n;r tbe recent Belgian lou wu 

bandled ill J'.ondon, ADd br the n;r ill wblc.h tbq atopped eueaain tloor ot 

tunde 1llto the .berlcaD arbt eome ..mtha ago, T'he -..;, tbe aale ot 

11D1 ted Drug's intereete ill the Boot a cl».in wae band1ed ia auother caae 

in point. 
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OPFICB or 'I'BII CCMIISSIOIIIB or COSroMS 

Deo.aber 23, 1937. 
11 a.a. 

.. 

Tashrda.:r atierDOOn the Ouatou otf1oera at Sc !'rluloiaoo 

three or tour ~ letters &114 poat cards t or rtoletiOAa ot 

law and t..ed1ately del1~erad the aaae into the custody ot the 

Superintendent ot Jbila at Sc J'ranoiaoo. 

The J"apaneae -res eal BllAN JURtJ 1a now at the Port ot 

Seattle and 1a scheduled to aa11 tomorrow afternoon, Super-

v1e1og Cuetoaa Agent Green ot Seattle juet t elepboned that 

the Ouatou at Seattle would asaroh the BllAN JURtJ thia 

f orenoon. 

There are senral le.paneae veuela at San Pedro, Whioh 

ia t he port tor Loa qelea, and aearohea ot the •- will be 

Then are no le.paneae -res aele at Portland, Oregon. 

D ~~ J- Co-P 
1 ;lJ-4. ;lQ (A..C\ 

~. ~q\l q~ l 
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Deoeaber ~. lQ~?. 
ll:~a a.a. 

H.!.!.Jr: Hello. 
Herbert 
FeU: Good monU.ng, lfelll'7. 

H.!.!.Jr: Hello Herbert. 

F: Henry, you- your mention of the Stimson-S1m6n 
epiaode. 

I!.I.!.Jr: Yea. 

F: 

H.U.Jr: 

F: 

H .II.Jr: 

F: 

H .ll. . Jr: 

F: 

H. !.I.Jr: 

F: 

H. I.! .Ji-: 

F: 

H.U.Jr: 

F: 

l!.II.Jr: 

F: 

You remember. I've spoken with Hornbeck, and he eaye 
yea, he has a full fir at hand knowledge and he ' e colD­
pletelY at your d1epoeition whenever you want to give 
him a chance to tell you about it. 

Fine. 

Well , how'll I leave it . That you' ll let him know. 

I'll get 1n touch with h i m the first of next week. 

second, on that book of hie. 

Yea. 

He says he uaee it all the time. 

I ' ll send i t back. 

Would you. Third, as regards Sti mson -

I'll send i t back and get one. 

I beg your pardon? 

I'll send i t back and get myself one. 

All r ight, thanks. 

Thank you. 

And wait, Just a minute . 
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Dece•ber ~. 10~7 . 
4:42 p ••. 

H.U.Jr: Hello. 

Operat or: ur. Wellee. 

!!. L!. Jr: 
s umner 
\'ellea: 

H. :.r . Jr: 

W: 

H. !.! .Jr: 

~ : 

H. !l.Jr : 

W: 

H.!!.Jr: 

'II: 

!!.lLJr: 

W: 

H. !.l.Jr: 

W: 

H. !.l.Jr: 

W: 

!!.l.!.Jr: 

W: 

Hello. 

Hello. Yea , Henry. 

I had a message on ~ deek when I got back, that you 
had called me. 

I tried to reach you about one o'clock. They told me 
you were at luncheon. When are ~ou orr? 

Tomorrow morning. 

And when do you expect t o get back? 

!londa3 or Tueeday. 

Uonday or Tuesday, becauee Suarez is 

Uh-huh. 

sto,ying over. 

The holiday , and I 'll t ell hi.m then that ir t hat' s 
agreeable to you, that you ' ll be ready to apeak to him 
aga 1n, about Tuesday . 

Right. Now, what you said over t here sounded quite 
encouraging. 

Well, I think 
th i s morning. 
would require 
t he President 

Uh- huh. 

that's t heir attitude, as stated to me 
s erore t hey go ahead, o! course, I 

that that be an orricial expreaeion !rom 
as a reeult or h1e cable . 

I don't th!nlt we ought to go ahead on any other bade . 

But I thought, my sort or talking there very inrormally, 
r or myselr was , didn ' t do any harm, you eee. 

Well, I think i t wae tremendouely helprul. 

And -

No, " Castillo NA Jer o came 1n th1a morning 
bubbling over with appreciation. 
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H. !!.Jr: 

If: 

H.I.! .Jr: 

II: 

H. U.Jr: 

IV ; 

H. !.l.Jr: 

\V: 

H.!!. Jr: 

W: 

H. U.Jr: 

VI : 

H. !!.Jr: 

W; 

H. !1.Jr: 

11: 

H.!J .Jr; 

H. !! .Jr: 

Oh, d1d he? 

Oh yee. 

- 2 -
62 

Because , you know, I asked about havi.ng him for dinner 
and you thought it wae all for the good. 

Awful? 

I said you thought it would be all to the good. 

Oh, all to the good. I should say so . 

Yea. 

And it was . 

Yes. 

I t hink it was a singularly helpful thing t o do. 

Well, I - depending upon what happ ens, I'll be back 
either Uonday or Tuesday, and I think that I'll 
simply have ~ey call the~ up and tell them - I sai d 

I'd let t.hem knowr that I 'm going now. I ' ll tell 
t hem I 'm leaving t.own. I' l l be back Monday or 
Tuesday and hope to see Dr. Sua rez 
after Christmas holiday. 

Li s ten, Henry. If you do it t.hat. 
that you're s i mplY stalling h im. 
I think i t might be better f or me 
morning. 

Well you tell them. 

way , he may feel 
If you don't mind, 
to see them in the 

.. 

And give them your meeeagu, as a personal message. 

!.!uch better. 

All right, I'll do 1t. t hat way. 

And I - I won 't see them agai n until after I get back, 
and then before I do aee them, I' ll talk t o you f1ret. 

All right. 
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H.U.Jr: 

11": 

H.!l.Jr: 

If: 

H.U.Jr: 

lf: 

!i.!.!. Jr: 

11": 

W: 

63 
- :s -

How' e t.h&tT 

'l'nan.k you. 'l'hat •a tine. 

I - I feel a l ittle b i t enoouraged. 

Well I think - I think there'• reason tor it. I think 
1t - I think it may work out. 

Well, we're playi ng tor b1g etakee. 

That'• r1ght. 

Thank you. Well, Merry Chr1etmae to you. 

Spe to you and youre. 

Thank you. 

Goodbye. 
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GROUP IIEETI NG 

Pr esent: 

H. :.!.Jr: 

1.1cR: 

H. l.!.Jr : 

llcR: 

H. ll.Jr: 

Upham: 

H .~.Jr: 

Ophaa:: 

lllr. lllag u~ . 
lllr . Taylor 
llr. Oliphant 
llrs Klotz 
Mr . Haas 
llr . Gaston 
Llr . Lochhead 
ll!r. Upham 
llr . McReynolds 
Kiss Chauncey 
llr. White 

(After phone conversation With Secretary Hull) 
Mac, go into llrs . Klotz ' s room and find out all 
about it, will you? Or go into somebody1 s room. 
Cordell H~~ wants to know what it' s all about. 

I don't ~ow what we can find out that we don't 
a lready know. 

He says they 1 re holding a vessel right now in San 
francisco. 

As f ar as we ' re concerned, we aren't holding up 
anything, but put it up to Commerce whether they 
give clear ance. 

Call up South Trimble, and tell Dow not to go home. 
He goes home at 4'30 every day. First place, tell 
uow to stay there, not to go home. Find out what 
South Tr imble is doing . 

(llcR leaves) 

This concerns some of you and it doesn ' t concern 
others . 

No, I want you (Chauncey) definitely. Let me Just 
see who it doesn ' t concern. This is on t his Japanese 
thing. 

If you (Upham) don 't mind , I'm going to wish YQU a 
.llerry Christmas. 

And I wish you one also. 

If you please. Thank you. 

Good-bye . 
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a .!!.J'r : 

H.M.J'r: 

65 

-2-

Good-bye. 

(Upham leaves) 

(On White House phone) Hello. Yes. 

Bull . I•m going to tell him what the President told 
me to answer him. 

(On 1'/ .R. phone) Yes , sir . 
Oh . Oh, fine. bo it' s 
tbe Treasury. - Tbank you, 
less worry. Thank you. 

Yes. Yes. Yes . 
out of tbe hands ot 
Cordell; t hat's one 

I '~ take care of it. I ' ll tell Kac that he' s done 
a swell Job. 

(On phone) Tell McReynolds I want him to come right 
in. Either Mrs . Klotz's r oom or his own. 

Now, let me Just get this . You (White) and Archie -
I want you to remember and write wha t I told the 
Mexican Ambassador last night, see, when I got on 
tha t "doctor" stuff. For the benefit of you, wha t I 
t old him was - I said, •If you don't mind, this 
pat ient is very, very sick, but you doctors always 
nave your etiquette . " I said, •I don't know whether 
the Presi dent of Mexico, who is a doctor, reali~es 
how sick this patient is, a.nd I don ' t know wbether he 
wants to call 1n a consult ant . But on account of tbe 
etiquette between all of you doctors - after all, 
the United St ates Government can't move unless tbe 
President, who is the doctor, calls us in." 

'//ell, this morning he rustled over to Sumner Welles 
bubbling over - "most marvelous t bing , and t his is 
wonderful." And President Cardenas was going to 
lea ve, but telegraphed he couldn't leave, he mus t 
stay in Mexico City. And the President of Mexico 
is going to stay ther e waiting to find out whether 
I was talking for the Administra tion, "and the 
President told him I was - Mr. Roosevelt . See? 

So when we got on this doct or business I'm thinking 
of ~s . Klotz and her doctor and her troubles , so 
I had plenty of doctors and consultants , with one 
doctor c~ing 1n another . But the ana~ogy worked . 
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Lochhead : 

H.M. Jr: 

llcR: 

B. :.t.Jr: 

llcR: 

B.U.Jr: 

Gaston: 

l!agill : 

MeR : 

H.!.I.Jr: 

!lcR: 

-3-

And I thought :you and Barry could ••••• 

All right. 

•••• write i t up while it is fresh in :your minds . 

(McReynolds returns) 

66 

Mac, that was wonderful, Cordell Hull Just called 
up and said the Department of Commerce clear ed it 
and the Japanese boats are on the high seas. I con­
gratulate :you. That's the quickest service :you ever 
gave me. 

Well, let me call ofrthis Pacific coast telephone 
call . 

Wait a minute, I ' ll do it. 

(On phone) McReynolds put in a call for the 
Pacific Coast . 

No , I told Johnson to put it in. 

(On phone) Be t old. Johnson, over in Customs, to put 
in a cal l for the Pacific Coast. And Mr. McReynolds 
has accomplished what I asked him to do, so it's 
unnecessary for Mr. Johnson to call the Pacific 
Coast. Johnson, in Customs. See, when :you tell Mr . 
McReynolds to do something, it' s done; :you never have 
to worry. He •s a wonderful guy, s ee? Tha t ' s all 
right. 

How did yo11 do it, !lac, so qu.ickly? 

Go ahead. You' ve had time now to think it up. 

Don't make him tell his system. 

I got all mad, :you see. I pounded t hese fellows • 
I got all mad . 

Tha t was one . Then what did you do, Mac? 

WelJ, I put in the call f or the boys over in Commerce, 
and tbey •er en 1 t there. 

(Hearty laughter) 
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!feR: 

Taylor: 

H .~ .Jr: 

UcR: 

B.II.Jr: 

OlJ.phant: 

B. :II.Jr: 

Oliphant: 

a . ~.Jr: 

Oliphant : 

B. /.! .Jr: 

Klotz: 

Oliphant: 

H.M.Jr: 

Oliphant: 

H. li.Jr: 

Oliphant: 

B. li.Jr: 

-4-

Finally I called Oliphant ' s man Johnson and said, 
"For Cbrist•s sak e call this man up in Frisco 
and see what vessel it is.• And I was still on 
that telephone when you called me. 

It •s only 2 o ' clock out there. 

67 

Well, Cordell called and said the Department ot 
Commerce decided to waive tbeir claims end the boat 
was on the high seas . 

Our boys reported to me earlier in the afternoon 
that they hsd turned this thing back to Commer ce 
and told them the question ot clearance was up to 
them . 

Well, that ' s the snappiest work you've done in years . 
Tha t was a swell Job. 

All right, now, we 1 ve accomplished that . I can't 
remember whether you (Oliphant) said you wouldn' t 
or would go tonight. 

I•m not going. 

What was the l ast thing you told me? 

That you'd speak to me aft er Cabinet. 

Yes. 

In the meantime I•ve decided not to go. 

fiben did you decide that? 

After I called htm. 

No . You and I were talking. The time was too short. 

Vlhat? 

The time was too short. 

Because I could have Opper tonight. 

No, I decided on the merits . That's right. 

Sure? 
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J.lcR: 

Oliphant: 

B.M.Jr: 

Oliphant: 

H.U.Jr: 

Taylor: 

H. !.t.Jr: 

Taylor : 

H.M. Jr: 

Taylor : 

ii . !i .Jr: 

Taylor: 

H. :.l . Jr: 

Gaston: 

Taylor: 

H.M.Jr: 

' 
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No, I won1 t; the t ime is too short , 

Herman is too curious . Too many things happeninc. 
Too curious. Doesn ' t want to go away . 

No, just stingy . 

All r ight . Then will you come with the necessary 
pieces of paper so tha.t this fellow can take it and 
put it in his brief case, see? Various things, see? 

(Nods yes) 

And so this man - we've got to instruct him tonight. 
Going to make a l1 ttle talk to hilll . And he ' s comins, 
and I imagine Lochhead and White. Have you (Taylor ) 
got an engagement? 

I can get out of it. 

It isn' t that important . 

Well , whatever ••.•• 

I mean this ma.n is leaving - he ' s leaving in a few 
days. That is, it's Have you got an engagement 
w1 th your wife? 

It •s at home. I can get out of it quite easily. 

Have you got guests coming? Do you mind ~ being 
persona~? You' re all so polite, but I ' ve got to 
be impolite . 

Guests that don ' t mean anything in~ life . 

(Hearty laughter) 

All right . This is a - should be New Year's Eve . 
It 1 s a marvelous •••• 

Not friends, just guests. 

I•ve never seen them, so •• • • 

I would be delighted to have you come at 8 o ' clock. 
How' s that? 
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Taylor : 

a .!.!.Jr: 

Taylor: 

II .M.Jr: 

Olipnant : 

B. :J. Jr: 

-
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Be fine. 

You better be there too, Naster. 

Along ~<bout what tille? 

8:30. And you'll (Oliphant) have to have extra 
pieces of paper , see? 

Full set. One copy is all you need . 
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I think I•m riding pretty high, wide and handsome. 
And over a t this llleeting ·dth the President and Mr. 
Hull and SUillner Welles, they started in t alking 
about - "Well now, we did this, we wanted this water 
right" - see? So I seid, · •Well, if you don ' t mind 
my saying my piece" - a nd the President and Yr. 
Bull don• t like it - I said they can forget it . Ylhat 
I told them last night 'Nas t ha t when it came to the 
fee for the consultant, I would be willing to wait 
and gamble on it, and we didn't want cash on the 
table. "And i f 11e•re going to say we want water rights 
and this and that," I said, 11you can' t do a job. n 

So Yr . Hull impressed on me two or three times -
•Now, sensitive as the Uexicans a re• and nll that, 
"and wouldn't this look a s though we were jus t going 
in and do a reorganization?" And I said, "Yes, that 
is just exactly what we •re proposing to do if they 
invite us . 11 

"Noa," I said, "all these doctors and t he Presidents 
and Uin!sters of Finance have got to make up their 
mind, do t hey or don't they want the United States 
Government t o come in a s a consult ant and tell them 
whet the trouble is. If they do, we're r eady . That 's 
that.• 

Then, in order to evade - I mean I don1 t want to get 
any more people down thsn - so I told Mr. Sumner 
Welles, asked him t omorrow when he sees the Mexican 
i<mbassador and Suarez, would he please t ell them thst 
for Janusry we ' ll buy five ·million ounces of silver 
as of the 15th, see? And 1f you (\Caylor l) will tell 
t hat to Canada. But Yr. Sumner Welles is going to 
tell t he t11o of them tocorrow when be sees them, and 
they expect t o have an answer tomorro• from President 
Cardenas whether or not he wants to consult. 
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Oli;lhant: 

B.rl.Jr: 

And I guess that' s the story, and if it doesn' t 
make sense •. •. . 

That 's the usual monthly amount, isn' t it? 

Yes. 

All I•ve done - went to t he White Bouse with Bell 
at 12: 30, went back at 1:30, Cabinet at two . And 
the high spot of the meeting was when Mr . Roper 
said, "»r. President, I 've been asked 150 questions 
by the Treasury Department about our - with t his 
economy wave, and 1t would take us two or three 
extra clerks in order to give them the informe tion." 
Well, I Jus t burst, and I let nim have it. So tha t 
was t ha t . 

Well, those of you whom I won ' t see tonight, I wish 
you n Kerry Christma s . The res t of you • •. • 

And ~ac, may I again congratulate you on how you put 
the Japs to sea . It ' s marvelous. 
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nrd treao ha4 ,..,.., rMOYor .. 1'- \ho low of lan tbar~UT 

bd pi'OIIIIH taa4 llaia Mpa ......... Utelt , ... ..., •4 -" 

eo \odq, wUh tho ro•U ~ • 1lfth 4qt hoW M toll onhe10 

\o •ppon bit ftrl'•a:r. I .... hill •~• ho ,.. 41,..rbo4 ... 
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Y!OM COCHRJ.N. 

GRAY 

PARIS 
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Dated DecEmbEr 2:5, 19:57 

RecEived 5 : :50 p . m. 

French c ~ntro! :lppar cntly call cd upon to y1 Eld 

s tErling thro~shout the uay but not in large amounts at 

147 . 20. National Bnnk of Belgium said to havc··bought at 

least $1, 000, 000 on t h eir own market today following 

rtc mt sterling purchasEs by it of around :51 0001 000 

pounds. This has naturally weakened bclga. Slight 

improvonmt 1n thrEE months tranc against sterling is 

at tributEd to official Frmch intervention on forward 

market. No change of importancE in Bank of FrancE statt­

mmt rElEasEd today. French railways apparently havE 

exhaustEd thEir own rcdisco~ting facilities at 

Bo.nk of Franc E and art working through i nd1Yidual bo.nka 

to obtain cash. No official uchangt markEt tomorrow. 

Banke closE at noon. Today ' s market has bEm thin and 

traders arE going away i n a rather pus1.m1atic mood, 

with 
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ErA - 2 - #1767 DEcmbu 231 5 P••• troa Parh 

with rEorudEeOEnOE of etrikre, industry arEd1ng chEaprr 

long tn'lll money and govunmmt facing hUVJ borrowing in 

19118. 

At 4z i!O tbia aftErnoon official contact told mE 

control had "lost a fEW pounds y£StD'day and mort todaT' 

duE to atrikEa hErE and continuing discussion 1n London 

or artiolta and spEEchta by Flond!n and Reynaud. 

BULLITT 
NPLtEMB 
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Thera -. a ~ ~ ........ 01 o1 1100,000,000 tor ~. 

llllloh ,,..._ • ._ .. ~_.ale •* ot Ullo ~. 
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Dooa'll>llr ~, 19}7 

To: Sec...,. tary ~re;entbau 

i'r .: t:r . ttA~~;ill 

Atteoh•d hereto !" a abort outline or the a."'llndlolents to 
tts r """" laws which P.Bft been tentuhaly agreed to by the 
71!. "'r SUbco-ni ttee . Son& or the deaorlpt1ona or orlnor cbo-nses 
.,... ~ 0 OOnCi!M to be 1llU!:Iinat1J14; b11t tta descript ion or the 
t lr> !'l'ineirel l!l'OUrs Of a.ru>ndmnts, tl.oaa to the undistributed 
, ·o~lts tex and t l' t he eapi tel gains and lou es seeticns are 
COT'#\ adequatA . 

In addition t o th~ee ~nd~nts the drnttm1en will o~-
• \>+.(' ln th" nar • ~e .. ~·:-:; :1"'lVt "1oM dul gned to enable the 
ur·••u to colloe t a sm•ta~ . prob<lbl y or ::ro percent , e~Lnst 

ol~~tl~· '"ld e;orporat1ons , hevin3 !l10re than tl;;o,ooo Mt t - cOtlte, 
•! lc~ dUtr1but~ less tren 70 Jltrcent ot the ir earninzs d•.>r lns 
tl.> year . 
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December 21, 1937 

C..A "tES IN THE REVENUE ACT TENTATIVELY AGREED TO 
BY THE s0Sc6K11l!TM 

Corpora tion Income Tax 

(~'he definition of net income for t he purpose of classifying 
cor;>oratlons by size is to r emain the same as under o reeent 
lsl'l ; t hat is, it is to include intercorpor ate d ividends and 
libert y bond interest . ) 

1. Cor;>oro.tions wi th net i ncome of ~25 ,000 a nd 19 ss . 

A. These corporations will be sub jected to a tax on 

net income , minus liberty bond interest and minus 

85 pe r cent of i n tercorporate dividends , of 12i per 

con t on the first $5 , 000, 14 por cent on the next 

.,.15 , 000 , and 16 per cent on the last .,..5, 000 . In 

no case is the deduction from not income on account 

of intercorporate d ividends to be more t han 85 per 

cent of the excess of net incoco over liberty bond 

interest . 

2 . Corpor:.tions with net inco~r.e of more than .. 25, 000 • 

. 1. . These corpor ations will be subject ed t o a t ax of 

20 per cent of t he "adjusted net income ," wilich 

1s the net income l e ee liberty bond i nterest and 

l ese 20 per cent of d ividends paid . In no case 

may the d eduction from net income on account of 

111 

Regraded Unclassified



- 2 -

dividends paid be more than 20 per cent of the excess 

of the net income ovor libert y bond interest . In com­

puting the amount of dividends pai d for this purpose, 

liberty bond interest received will be ~ubtracted. 

There will be allov:ed as a further deduction from this 

tentative tax of 20 per cent a tax credit of 16 per 

112 

cent of the credit for intercorporate dividends received. 

This dividends received credit is 85 per ceo t of the 

dividends received, but not to exceed 85 per cent of 

t he excess of the net income over liberty bond interest . 

s. These corporations will be given t h e privilege of an 

alternative met hod of taxation, designed especially 

for the benefit of ·those whose tax liability is greatly 

increased by reason of their net income beins somewhat 

1n excess of ~25, 000 rather than so~ewhat under that 

fi6W'e • The net income of corporations taking advantage 

of t h is method will be divided into two divisions--the 

Section 13 division and the 3ection 14 division. In the 

Sectlon 13 div~sion will be placed in the order of 

priority named, and up to a total of ~25,000 : (1) liberty 

bond interest ; (2) intercorporate dividends received; 

and (3) other income . In the Section 14 division will 

be placed the re~inder of net income ; tnat is, every­

thing not included in the Section 13 division. The income 
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included in the Secti on 13 d1v1a1on wi ll be taxed t he 

same as that of corporations with net income of ~25,000 

and leas . The income in the Section 14 div ision will be 

taxed at 8 par cent on that portion which consists of 

intercorporate dividends and 32 per cent on the remainder, 

exclusive of liberty bond interest . 

3. Special classes of corporations. 

A. Corporations nov exempt in Section 14(d) from the surtax 

on und istributed profits shall be taxed as they are at 

present (flat bax ) , except that the rate shall be 16 per 

cant instead of 15 per cent (fore ign cor porations 20 per 

cant instead of 22 per cent) . 

~ . A holding company bank affiliate, as defined in Section 11 

of the Banking Act of 1933, will be allowed a tax credit 

of 4 per cent of the credit allowed it by Section 26(d) 

ot the Revenue Act of 1936. 

4. Cor porations wUl be pennitted to carry for-sard net operating 

losses incurr ed dur-ing 1938 and thereafter for one year, for 

the purpose only of reducing t he undistributed earnings surtax, 

if they are sub ject to it . 

Regraded Unclassified



114 

- 4 -

Capital Gaina and Losses 

1· capital gains and losses are to be cla aeifi ed in two cate­

gories --those arising from sale of capital assets held one 

year and less , and those arising from sale of capital assets 

held more than one year. 

2. Capital r,oins arising from the sale of capital assets held 

one year or less ~ill be taxed like ordinar.y i ncome, but losses 

resulting from tHe sale of cap ital assets held one year or leas 

~111 be allo~ed as a deduction from income only to the extent 

of the gains arising from t he sale of such assets held one year 

or less . But a one-year carryover of the portion of the loss 

disallowed will be provided for . 

~ . Tho present br ackets provided for in respect to capital gains 

and losses by existing law \Till be modified as follows for 

applicati on where the asset has been hold over one year:-

The percentage of t he sain or loss to be t aken into account 

in com~utinz net income will decline from 100 per cent at the 

end of the such first year by 2 per cent a month for each fUll 

month duri ng which the asset is held in the second year, and 

1 pe r cent a month thereafter to n minimum of 40 per cent after 

the end of t he f ifth year. The net gain t hus taken i;pto a 

m:ly, at the taxpayer 's option, be included in ordinar.y income 

or taxed at a flat rate of 40 per cent . I f the losses arising 
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fro~ the sale or assets held over one year and taken into 

account exceed the gains arising from the sale or assets 

held over one year and taken into account, then only $2, 000 

o1 such excess shall be allowed against income . But a o~e­

year carryover of the portion of t he loss disallowed will 

be provided tor. 
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Capltel Stock Tax 

l · corpor ations will be peDRitted to set a new valuation 

on t heir stock 1n JUly, 1939 and ave ry three years 

thereafter. 

1: 6 
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Gift and Bstate Taxes 

1· The 1926 estate tax will be combined with the additional 

estat e tax imposed by the 1932 Act as amended. The rates 

wlll be t hose of the 1932 Act as amended, and will be 

stated a s tot~lity r ates . The present credit for state 

deat h will be retained , but expressed as a percentage 

of t he new rate . The new provi sions will be applicable 

only t o decedents who die a f ter December 31, 1939 . 

2. The ~40,000 es tate tax exemption will b e reduced by so 

much of t he v40, 000 gift tax exemption a s has been used . 

3. The ,5, 000 exempt i on per donee per yea r will be reduced 

to .,s ,ooo. 
1. lhe gift tax should be clarified with respect to its 

ap;>lico.t ion to t ifts 1n trust, where the grantor retains 

cert o. i n right s of revocat i on, alteration or acendment . 

5. Aoend ~ection 303(a) of t h e Revenue Act of 1926 to limit 

t he de~uction f or claims. a0a1nst e state to an amount not 

gr eater t han t he value of the a s sets which ar e availabl e 

for payoent of such claims. 
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E:xc1so Taxes 

1 · The following excise taxes are not to be effective aft er 

June 301 1938: 

SrEmers 1 11ort and malt syrup 
Sale of crude petroleum 
Processing or refining of crude petroleum 
Casoline recovered from natural gas 
Toilet soaps , tooth paste , dentifrices, and tooth 

anG mouth washes 
Cameras nnd lenses 
Che~ ing gum , 
~~~ 
Sporting goods 
Phonograph records 

2. Strengthen provisions of tax on toil et preparat ions to 

prevent evasion, 1f possible . 

~ . The tax on paper matches is to be increased f rom l/2 cent 

to 2 cents per t housand to equal that on wooden matches. 

~ . A 3 per cent excise tax is to be levied on sross premiums 

pai d to foreign insurence and indelllllity companies havU!g 

no office or place o: business in the United States . 

1:8 

5. The foll011ing rates are to be levied on certain vegetable 

oil seeds instead of t he fl at rat o of 2 cents per pound now 

in effect : 

6 . 

Hemp seed 1 . 12 cents •per pound 
Perilla 1 . 31 " " " 
Kapok . 73 " • • 
Rapeseed 1 . 50 • • " 
Sesame 1 .05 " • • 

An Al:lendl:lent to clarify existing law by providing that the tax 

on imported oils shall not apply to articl es because of their 

natural components which have never had a separate existence 

aa oil s , fats , or s reasea . 
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Income Tax 

1. Deductions for charitable contributions are to be allowed only 

i~ the year in which actually "paid." 

2. :.o payment shall be allowed as a deduction under Section 23(a) 

ae a business expense if it is a contribution to charity of 

t he kind which is deductible under Section 23(q) . 

~ . Deductions for charitable contributions by individuals are to 

be limited to donations to domestic instit utions . 

4. In the case of "gifts in kind" deductions are to be limited 

to tho basis of the property in the bands of the donor or the 

fair market value at the time of the g ift, wh ichever is lower. 

s. Dividends on paid- up insurance policies are to be fully included 

in eross i ncome . 

6. A deduction will be permitted under ~action 23 for expenses 

~ediately and directly incurred in t he collection or productio~ 

or inco~e, limited to 50 per cent of the amount collected or 

produced. 

7. Sections ll7(a) and (d ) shall not apply to assets used in a 

trade or business such as obsolete Dlachlnery . 

~. Abreed that t h ere should be norked out, if poss i ble, a plan 

unaer whlch the statute of lill:itation should be so adjuated 

(wi thout departing from its true intent and purpose) as to 

i nsure the taxation of income, and the allowance of deductions , 

in the year to \Vhioh properly allocable . 
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9, Agreed that proper provision should be made t or the taxation 

ot ~ounded tunds . 

10. llo deduction from gross income will be allowed for r einsurance 

premiums when the reinsurance 1a with a forei gn insurance 

company not doing busi ness in the United States end having no 

ot f ioe or place of ous 1neas h e re. 

n . Deductions from gross income will be permitted of amounts 

paid to irrevocable pension trusts only and not to revocable 

t rusts . 
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Filing Returns 

1• A joint return r;ill not be permitted by husband and wif e 

where one spous e is a non- resident alien . 

2 . Pel'sons vrith gross r ecei pt s of ~25 ,000 ~1ill be required to 

f ile a n income tax r e turn Whet her or not t heir g ross income 

i s ,5, 000 . 

• ~ · 
It .. as t he sense of the Col!DD1ttee that there shoul.d be a joint 

en' several liability on joint returns by h usband and ~1fe and 

there should be a joint defi c i ency notice 1n such cases . 

4 . Res,onslbility to see that an income tax return is filed by 

a corpora tion will be fixed on some off icer of the corporation. 

5 . ..hen a corpox-.tion dissolves, o. t Ex return mus t be f iled by 

the 15th day of the :3r d calendar mont h thereaft er. 

€. Anyone vrbo is authorized by state lo.w t o administer oaths 

can awninister oaths in conn-ection with income tax returne • 
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lo!1acellaneoua 

1. Ac n ements by taxpayers to wa ivera of the statute of' 

limita t ions on assessments and collectiona will be 

valid if secured prior to as well as following a final 

def i ciency letter. 
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2. It was t h e sense of t h e Committee that separate defic i ency 

letters shou l d be g iven under Title III in connection with 

the 1'11ndfa ll Tax. 

3. Interest on sums assessed will run from the date of notice 

and demand 1f not pai d wi thin ten days , I t payment comes 

~1th1n ten days of notice and demand, no interest will be 

chb rged. 

4 . An amendment providing !'or declaratory rul ing s is to he 

p repared, if possio l e . 

5. Give Cozm:~issioner additional power unde r Secti on l46(a) 

t o clone t axable year of' d issolved corporation and demand 

1l:l:ledi a te return and. payment of t u • 

6. Clarify t he p rovisions or Section ll3(a ) 16 of' the Revenue 

Act of 1936 . 

Regraded Unclassified



pABJPBRABI OF 81C!IOI !BREI OF TELEGRAM 10. 1773 of 
Dec•ber 3?, 1937, fro. Par h. 

Ullueecl ore41 ~ ie 10,180,000,000 franoe,aooorcl1JIC 

123 

~o lae~ Balik of France e~atemct. Should. the Qoyerz~amt 

4ra'll' oil thil ~o ~he n :hrnt of ~'11'0 or three b1ll1011, pre­

euaably thie would le&Ye •a't'ailable1 - to uee t he Xill­

il~ry of Finance 's wordl- lisb.~ billioll. Ue1J18 the ~'ll'o 

or three bill ion may not upeet the markeg , bu~ it ie 

f eared. that confidenc e would be eeri ouely impaired by 

continued reaort t o borrowing fr011 t he B&nk of France in 

Janu&ry. .U 11 o 1 clock thia aorning when I visited the 
I was t old 

Bank of rranoe/the fund had been obliged to yield small 

amoiDlh of eterling up to that Ume, .lccord1ng to •Y 

contact eoae French imeatora bad b ean purohaeing gold 

ai.nillg eha:ree importantly of la~e aa a ca pital refll&e . 

French and British financial preae carry Reut er and 

other reporte attributing to Secretary of the Tre&lllrY 

statement that hie Depart mellt waa •110t cona14erini any 

plau to partioipa~e 111 an 1nternatioll&l foreia;n exchange 

cle&riDg bouae . • L'IITORX.l!IOI belil't'ee that LoDdoll would 

also take a negat1Ye poeition and that a lly i dea ill tbh 

direction on the part of van Zeeland would be •ge111roue 

but perfectly utopian•, 

liD XISSAQI 

I.L:Lft 

JJJLLift. 
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Secretary of StatE , 

Vlaahinaton. 

1773, December 27 , 4 p . m. 

PROII CCCHRAN 

GRAY 

Po.r1e 

Do.ttd DECEmbEr 27, 1937 

R~:c ' d 2:25 p .m. 

With London closed, Po.r1 s cxcho.ngt JDD.l'k£t is 1nD.ct1 vc 

today. Forward tro.ncs ol1ghtly marc bid thlln on last 

Friday 'men market sEntimEnt was quite bid o.s o. rEsult 

of relax of lo.bor troublE o.nd impression of weo.knEss on 

the po.rt of govErnmrnt in dco.ling with Goodrich strikE 

suppr t osion. SEno.tE dEbo.tE on budget bEgo.n Sundo.y with 

littlE sErious opposition mo.niftstEd thE f i ret do.y and 

Bonne·t sto. tEd that as of DEcEmbEr 24 new trto.eury loo.n 

subscription tota llEd 3 , 600, 000, 000 fro.nco an4 Will bE 

closed 29th, HE spokE of having a,ooo,ooo,ooo trancs 

ovnilo.blc to sto.rt thE yEar. Budget reporter Gar dcy 

thought it might bE nECEBBO.ry for thf; Sti!tE to borrow 

2 or 3 billion fro.ncs trom Bo.nll: of Pro.noc to m£tt End of 

yco.r rc~uirtmrnts . BonnEt ridiculed i deo. of c~cbo.ngE 

control. HE is plo.nn1ng o.ssie to.noc to industry through 

easiEr orcd1 ts . 

End section one . 

WIC:JiT)( 
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section two of Jo. 1773, December 37, 4 p.a. froa Paris . 

1'be foreign exobange W1 th whioh the Tre&euzr laet 

friday, Deoamber 34, a&de the fifth &nd laat repayment on 

British banking credit to JTenoh Railways was prowided for 

'by the J'renoh stabilization tund. 1'be entire amount 

tor the five in.at&laente t o total 40,000,000 pounds or 

approximately six billion franca wae thus proYided for by 

125 

the fund. The stabilization fund aa of this aorning con­

tained slightly under five billion f ranca of gold &nd foreign 

exchange. The total frano aaaete, gold and exchange of the 

fund are approximately twelYe billion t'rance. It was necee­

aary for the Treasury to overdraw ite account with the bank 

in order to pay the tund for the last half of exchange. 

I t remains t o be seen Whether the proceeds from the new loan 

will be received in auffioient time and quantity to avoid 

showing new Government borrowing on next statement of !lank 

of J'rance . In any event, it i8 antic ipated at the bank, 

&8 Gardey auggeata, that the Qoyernment will borrow there 

for a few billion at the end of the year . 

BULL ITT 

U:DJY 
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PARTUL 
p.lRAP!IlUSI OJ' TILIGIWI BIOIIVZD 

J'l!Oii: .UO:RIO.U ID188T, P.UUS 

DATE: Deo .. ber 38, 4 p .a . 

10.: 1777 

J'ROii OOClBRD 

12S 

I spoke 'll'i tb Profellor Obarlee Riet tod&y. Pro fluor 

Riat referred to the rea&rkable eucoeaa which Kiniater of 

Jill&llce Bonnet 1a baYing in the Senate ri tb hie budget, 

f ollowing its approY&l by the Cballlber. lo oo~o:rMUon wu 

forthcoming fro• Rist on the rWDOr that the J'renoh GcYern­

ment would seek a new credit on the London aarket in the 

near future. In pri nciple Riat is opposed to for eign 

borrowing of thie type on J'ranoe 1 s part. He realil:ea at 

the same time th& t heavy state borrowing ri th the Bank of 

France, after end of yea.r requirnente are aet, would baY& 

a bad etfeot on the confidence of the people and on the 

exchange situation; he reali~ea &leo that in order to aYoid 

such borrowing at the bank, a foreign loan in January aay 

be neceeeary. He oo•ented upon the tact that hie own 

Bank de Parie et dee Paye Baa i .e ehowing an encouraging 

inoreaee in th8 proportion of ita J'renoh franc to foreign 

ourrenoy depoeite . 

Par1e exobaz!se •rket a little 110re aot1Y& today, with 

lligbt improY•ent in both apot and. forward trance &114 con­

trol nidently acquiring a little eterling · Rntee better on 

report that 'l'reaeury 10&11 oloeing t0110rrow rill probably 

bring in four billion trance. Regraded Unclassified
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Gi!Jii!' llfETtNO Dec ember 28, 1937 
9 : 30 a . m. 

?rcs.,nt: 

ll · • . Jr: 

O.>h~m : 

rl . ·• . Jr : 

u ,>ru.::l : 

:i . i . Jr : 

H. ~ . Jr : 

I! . . Jr : 

~&£;111 : 

a .. Jr: 

Oli.Jhlnt: 

H. J . Jr: 

t!aus : 

li . 'LJr: 

J.l r • .lag ill 
ll r . Oliphant 
Mr . Lochhead 
Mr . Upham 
Llr . McReynolds 
Mr . Haas 

I enjoyed tnis thing in t he Ne·" Republic. 

Yes , I thought you would . 

ftS a left-winger . 

He ' s the le6der of t ne left-winger s now. 

foell , if what I sta nd for is left wing, then I'm 
left wing . But I •m glad somebody a t l east is •• •• 

Di d this just come out ? 

Yes . . •• can ' t be bought any way, thi s - what ' s hi s 
nwne? 

Well , nobody knows realty . Probably Jonathan 
·a tchell . 

J h sure , very aefini t ely. 

o7ha t d ate? 

Dece~:~ber 29 . 

Current number . 

{Haas comes i n) 

Hello, George . Have you got the l ates t commodity 
chart? 

I have it around at my office. 

Send for i t. And any r ecent - those business f i gures . 
~ot a ny new ones? 

I •ve got some 1n my pocke t . 
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!l.tl .Jr: 

Oliph<nt: 

d •. J . Jr: 

Oli,m&nt: 

d. l! .Jr: 

Oliphant : 

H. lol .Jr: 

Oliphant: 

ii. !.!.Jr: 

Ollphant: 

H • .J. Jr: 

Oli ,Jh&nt: 

H •.• • Jr: 

Olipht.~nt: 

H • .il . Jr: 

011 ,>h~on t: 

ij . J .Jr: 

Jli;Jhant: 

- 2-

All right, send t or t he other s. 

Herman? 

128 

There was some talk in the papers this morning 
about the possibility or using the Silver Purchase 
Act . If that were contemplat ed, I' d want to study 
it, because I have very grave doubt about it . 

i•ell, I t ell you, to show you how temperate I am 
these d~ys, Wr . Magill wanted to tell me what Vinson 
told the pr ess end I said I could wait . knd what 
Mr . Steve Early told the press about silver - I can 
wait, see? 

,/el~ , I just wanted to •••• 

I don•t know where be got a ll that from. 

All right, but ••. 

Whet? 

It •s ell right . 

Well , as a matter of fact, wnet you better be 
doing is to drew up whatever puts silver at 77t, 
wha tev€r piece of paper did that, see? 

It ' s :ln the safe ready; just the bla nks to be filled 
in with the pen. 

•/bose safe? 

My safe . 

Is it safe? 

It 1 s all dr awn up. 

'.l.he same kind of pi ece of paper tha t put silver a t 
77} . 

It ' s all done . 

And the leD&th of time? 

Yes . 
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a. ii . Jr : 

Lochhead: 

1!. ',l . Jr: 

Lochheud : 

d • .! . Jr: 

a . .. . Jr : 

~ocnnead : 

H.:J .Jr: 

Jlt,>ntnt: 

H.J . Jr: 

::.oc!tneed: 

Oll.>h•nt : 

ll. "I . Jr : 

Oll;>ht nt: 

H • • . Jr : 

r .. . .- . Jr : 

- J-

J. re tile world markets - flew York marke ts open 
~riday, are t lley? 

New Yor k market s wer e open Friday. 

No , next Fr i day . 

Oh, next Friday . Yes , t hey ' l l be open. 

129 

As long as the Presi aent said JOth t o 31s t, we 
better do it t he night of the 31s t . Silver markets 
~ re closed all over the world on J anuar y 1 - and a 
Sa turday . 

Possibly not Saturday . London market i s open 
.,a turoay . 

On Ne.v Year ' s Ol>y? 

Oh no , not on New Year ' s day . 

I Ylas thinking he better do it - cs long os he says 
30th to 31st, lle better do i t t he night of t he 31st . 

Ni ght of the 31st . 

Hetter be datea . . Give it out at five o ' cl ock on the 
nieht of the 31st . I me~n I was tnink!Dg i t out . 
No sense of doing it on the JOth . I mean t hey r ead 
it S&turday ~no then they can nave Saturday and Sunday 
to d iges t it . 

There ' s an at:fuJ. lot of cor:t:llotion and t alk about it, 
but the actual business in silver doesn ' t war rant 
a ll thi s talk end exci t ement. 

You want London to have the first go ot i t . 

Nobody will - but Saturday ' s closed . 

'o'iell , t hey •n have i t Monday. 

That ' s a l l r ight . 

llo t r aaing , to spe1.k of , in this market. Very 
sm~<ll . 

I thought it all through . That ' s ~< 11 right . They 
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~ochhe~Jd : 

Oli; ht nt: 

H. :J. Jr: 

Lochhead : 

u. htl:l : 

~ochhetd : 

""cnhu:a : 

:.ochhe~d : 

il .• Jr: 

-4-

oon• t open up t heir si l ver market until when? 

Ylor d come s about half pas t nine . Ever ybody 
interested i n t his mt r ket ln s ilver opera t es i n 
the London mar ket anyway, and they ' d have their 
orders in t he London 'll£•r ket when it was opened . 

I see . 
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I t hink mus t have been Herbert Gaston t alked to 
t he Ti mes yester dl\y. about gol d - handling it - didn' t 
he? 

her ber t came in a nd spoke to ce about the whole 
thing . I s aw one fellow - • ho was t he fellow, t ht. t 
good- looki ng, r ather young looking fellow? 

John Crider . 

Saw him i n the htll . He said , "Di d you s ee t his 
t rticl e about thet?" I s ai d , "You f ellows are 
~ettlng mor e i nformati on i han ~nYbody else in the 
wor ld i s get ting on t hat . What &re you kicking 
about?" 

I don 1 t d:now wnether t ba t oas the basis of it. 

Possibility . 

~aid ne 1d spoken to Tayl or . 

>~ell , I callea Herbert Gaston a~Yself and tolo nim 
~ wtnt~ thtt stor y Lnswer ed . Because 7hursoay or 
Friday Krock ran Lhe thing - no r hyme or r eason -
people begi nni ng to have question about t he gold 
thing . Then this fellow Bell follo •. s t he thing \!p 
wi to " feature a r ticle on Sundtty . I br ought it t o 
Her ber t ' s a ttent ion Monday, bec~use i t looked to me 
.. s tnough they Her e going t o s&y EnglLnd ' s disssti sfi ed, 
ever ybody else, and Mr . Kennedy ' s goi ng over t o 
str ai ghten i t all out; a nd he ' s goi ng to f i nd th~t 
tney a re per f ectly sati s fied . Tha t Krock wa s just 
l aying ur ounrt ••.•• 

But t he only thing I ob j ect t o in al l t hi s t &lk i s 
the f act t bat they get more inforcLti on over here 
t nan any country in t he NOrld , and tney ~ick . 

I t ' s a good s tory . 
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•• hat story i s that? 

·•hy, it ' s on the financial page of the Times, 
right-ha nd corner . 
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You ' d have t o r ead the other articl e that a ppeared 
on Sunday in the Times . 

<>y ilel l. 

uy Bell. 

~n~ tnen looA up Thursday ' s or Friday ' s Krock and 
you reaa the tning. l di dn ' t reed i t because i t 
~a s al l about t he President . Tnen t he l as t t wo 
lines - "Gell , Mr . So- end- so over in London t hinks 
thLt Uorgent hcu•s handline t he gold is one of the 
cni t: f r es pons ibilit i o::s for tlu:. stock muket going 
down . " 

I ncidental ly, tell ~iss Reynolds to read tha t 
1hursday or Friday s tory t nd then get me the 
origi nal . I ' d be int~rested to s ee jus t wha t the 
m<o n di d say . Refer s t o the London Times . If she 
reuds Krock on Thursday or ~ riday i n the New York 
Ti mes, he makes r eference to some man i n some 
c rticle in the London Times . 

Right . 

t.nd i t would be int er esting t o s ee Just 'llha t he 
di d say . 

O. K. , ~<e ' ll checK up £,nd get tha t original. 

Geor ge , maybe you could htndle t his . But don' t 
los e the ori~inal . I ' d like about 48-hour service 
on t ha t . It s a monetary scheme - scrip t money -
Mrs . Gr eenway . We sent in a report on t hat for 
llrs . Gr eenway , turning it down, l ast year . Do 
you ( Upham) remembe1· about it? 

Yes . 

Bet ween the t wo of you, look into it . 

Be glad to . 
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Of course, 'Ne 1 ve got - wha t we llpprove of towards 
t hllt thing is wha t we • re doing with t he self-help 
co- op here in Wash.ington. See, George? 

Uh- huh. 

I di dn't ~ow Mrs. Greenway was still in town. 
Oh, sile isn ' t . 
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I think the thing to do is t o dra .v the President ' s 
attention to the self-help co-op in Washington, 
as compa r ea t o the thine thot you ( Upham) 1ent out 
to see in Iowa City for me , see? The scri, t thing, .Ynicn wts ElJ. s bust . 

iol&son City. 

Wha t ? 

Mason City. 

Mason City . 

• iha t d i d Gr eenway want? 

Script . ..e have the self-helj) co- op. Te P~>Y them 
f. itn .... 

.•• products tha t they make. 

We pay them the time tha t they earn. I meen i f they 
Nork ei ght nours , they ge t to pb ir of shoes which is 
'.vorth so many hours , a l unch which i s worth so much, 
house r ent, so f orth. Did you know 6bout it? 

No, I never heard a bout that . 

·•or ked out beautifully , I'm r esponsi b1e f or it . 

,utte a story in the oaper lest week, wi th pictures . 
"You can buy this toy· automobile for five dollHs 1 
worth . n 

I s i t script in t erms of hours? 

Yes, entirely. But t hey can' t nell the products, 
you see . 
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And the script is in t erms of hours . 

Yes . 

'l'hat •s O. K. 

No , i t ' s i n ter ms of hours , and it i s n ' t like in 
.:t.lifornia , >~·here they made s tuff a nd tried to 
sell it. 
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Uh-huh . lhis is a little like the Richmond plan. 

Set up by the woman from Ri chmond . Set up by the 
wo~an from Ri chmond . Took more time and more effort 
tog et tile money for that tnan almost anytbing I 
nave ever done . For some reason or other, the 
dopKins organization didn't went i t. 

(McReynolds comes in) 

Gooa afternoon, Mr . McReynolds . 

Good evening , sir. 

Tne t t ake care of you? 

What? 

~ho t t~ke c are of you? 

Yes, except tha t personnel tning is pressing - the 
time on it is - in connection with that other case • 

.. e ll, l.,t me just get my feet on the ground; I 
haven• t yet. I meen today . 

I think nothing . 

1/ill you please tell me why we • re going back to the 
l• rench Revolution and cnopping the beads of lolr • 
DuPont off into the t ni r d btsket? 

Tbe basket plan . 

'l'hut • s the goddt.mnedest thing I ever saw. \'/here 
do you get this •orr with t heir heeds . DuPont - phwi t l 
rord - phwitl - into the tnird b6sket.• 
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Se&med a good i dea at the time . 

i ou •ve got somet hing t here, Ros . 

Of course , i f you don ' t want to do it, we ' ll do 
somet hing else • 

.'• hat I wan t t o know i s , who i s the auct i oneer? 
I mean who ' s the ••. 

executioner . 

uho 1 s the executioner? 

IJpham • 
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I swear, ~agill - I mean I don' t ~now waether I 'm 
going to be able to keep t hat article - I mean t he 
simile - because I can tell it to the President in 
s trictest confi dence; I mean I can tell it to him 
~nd he never woula soy a word . 

Not a word . 

No . 

Not before t omorrow. 

!lot before tois evening at dinner, pr obably • 

Unless he had a pr ess confer ence in the meantiae. 

•Yell, tell us about it. 

"ell, I was s aying to Cy tha t the thing sur prises 
me & little, because someboay wi th your Kno• l edge 
of nistory must qave invented t he basket business . 
'He never tal.Aed about bnskets in that particular 
connection . · 

It ' s the most -
after all, if I 
dence - oh boy ! 

I swear I don ' t know - I mean, Nell, 
tel l it to the President i n confi­
Where did you get it? 

You look out ; you mby kill off the third basket pl an. 

Tbe third baske~ pltn? 
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Be careful of t hose words . 

'!here ' s been a lot of good work done on the third 
basket . 

Just in the f amily , Ros , wher e di d they get tha t 
simile? 

I don 't know . The boys may speak of it in tha t 
way . Nor mally we t alk - we 've been t al king about 
b~skets in connection with capital gains and losses • 

• ath wha t? How do you spell that? 

.ihich? Basket s? 

G~ins . 

But I never heard of i t t ulked about in thi s 
connection . They've got a lot of ver y curi ous 
lsnguage , such as "notches ," bu t I never heard of 
baskets . We make notches •••• 

On the g un .• 

•• . but we don ' t make ba skets 

..• to lay your neck in . 

Parker , in a s;>eech down in Virginia E. year or so 
Lgo, talAed hbout ;>utting capital gains in a separ ate 
b~sket . 

'.l:hat ' s very co!Dlllon, thbt laDgUI!!le, 
~nd it ' s a useful metaphor ther e . 
about - if you ' ve held it a t least 
make b profit or a loss , then tha t 
basket . 

on capi tal gains , 
You ~e, you t alk 
a year a nd you 
goes into this 

•tell, some time when you have time end I have time, 
I .·.an t to be brought up-to-da~e . 

On baskets . Basket-weaving in the Tre~>sury. 

Yes . Anything pressing? 

tlo, I don ' t t hink so . W'e•re trying to formul .ete 
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a report for the Sub- commi ttee to g ive to them as 
soon as t hey meet af t er the Holidays, principally 
with c view to getting the hearings started . There 
won ' t be a bill for quite a while , I think . 

1hat • s a ll r ight . 

•'ell, just as soon as we get around - I mean I•m 
t r ying to ••• 

{Mrs Klotz comes in) 

You missed a good time . 

oa, .i:' m sor~y . 

Mr . Wagill - I don ' t Know- I told bim I couldn't 
tell Pnybody but the Presi dent in confi dence . Did 
you see in this morning ' s paper about the new basket 
pl an, going back to the Revolutionary days? 

Oh yes . 

DuPont - phwit ! - in the basket . Ford - phwit t -
in the basket . It' s known as the Magi ll-Upbam plan . 

Llagill-Upham . 

Guillotine plan . 

I promised to tell nobody but the President . 

I tell you right no~, if you give t hese left-wingers 
any r ope, tney just r un a~ay with you; be back to 
the French Revolution any dey. 

Enough rope, they ' ll hang themselves . 

If you give them any rope, they ' ll hant; t hemselves . 

{Mrs Klotz leaves) 

All right, now, where were we? ~/ell , you' re going 
to - if I get some of Mexico straightened out today, 
wny, that ' s what I •ve got uppermost in my mind. Are 
you here today? 
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Yes, I ' m here. 

George? 

I have nothing . 

London silver fixed t hi s morning at 40.91. That ' s the lowest since May, 1934. Incidentall y, articles in the p&pers this morning speak as if Suerez made an errangement - they speak there of continuing silver purchuses for this coming year at t he same price a s las t y~ar • 
. Vha t I did is this. Mexican Aoba ssador and Suerez .tere, I 1;hink, to come i n to see Sumner Welles on Friday morning, and I told him a 1; that time, after hcving got the cle~>rance a t Cabinet that he was to tell the Uexican hObassedor and the Uinister or Finance tha t ~e would continue the a rrangement for the month of January. 
'fha t ' s r ight. No mention of price, though, in tbct arr angement . 
!. i s ten, what do you think I am, a New Y<rk br.nker? 
No, I Jus t wanted to - Sumner Welles •••. 
• ninA I ' m a New Yor k bbnker? Don't insult me . New York inter~tion&l b~nker • 
11ell, ne •s got a point 1;here . Vielles may have said sometn1ng about it. 
No, no ; no, no . Now, will you notify throu~h the ~ederal Reserve toaay, for me, the Bank of ~anada and the bank of Mexico that for the month of January th~se arrangements are i n effect . 
I htwe the letters . I think they• r e down in your (Oliphant ) .... 
No, they ' ve clea red my office. 
Oh, tney ' ve olet;red your office . 
No., everybody ' s taken c sre of - China, Canada -and let. ' s ~atcb this m(;rket. 
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r.o~hher.d : 1es . 

n . .. . Jr: 

Oli.>ht:nt : 

::. • Jr: 

R. • Jr: 

u.m~m : 

li . • . Jr : 

But tha t's no - the other thing .•. Gee , where•s Gaston tooay? 

(On pnone) Is Wr. G~ston ill? Let me Know. 
>then you (Opham) go bac.t , tell nim I went to begin 
clip pine tnis stui'f, see, 1f we get into Mexico . 
Yesteraey the New York Times curried a very unusual 
d ispatch from Mexico tha t we were using the silver 
policy to stop "Mexanizine" Nexico . I went to begin 
to have that right up on D<Y desk, because I don• t Know 
lf ! get into it just where I•m going tobe shot at , 
you see . But •e1 ve got to start a book rignt up to 
tne minute on this stuff . Better get some ~exico 
City papers too . 

(On pnone) Hello . ~<11 right . 

And we better get Mexico City pLpers . If we don ' t 
go t•he&d - but here • s a thing saying that we were 
using the silver thing to drive tnis bar gain, stop 
Mex .•.. -you know . 

They gave it lots of sp&ce too, didn't t hey? 

Yes, Lnd I must nave a file on that . 
to ge t ~exico City papers on it too, 
•eeulies- I c een ••• 

~o bbck about a monto, shall we? 

1ell them 
all kinds, 

No , if they ' ll just start this - well, go back 
a week a so yesterday . 

hll right . 

' But I mean it ' s very interes ting . 

Lb t ~e just as.t you people - just norseback opinion, 
see? In getting into this thing aith ~exico , I thind 
I tola you people that tho position I took was that 
if they wanted to call us in - th&t Mexi co is very 
sick end that- I didn ' t tel l t hem that, but I told 
them tha t we 're will i ng to do A real reorganization 
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job for them. I mean the Presiden t ha s asked 
me, do they need 30, 40 million? ,'/ell , 30, 40 
or a hundred million won• t do it . Same conditi on 
as France. What they need i s sound f ina nce with whi ch 
Lo f inance their New Oeal , and some t ime, some day, 
they 1 re going to r ealhe that this New Deal has been 
financed soundly ond ther efore Ur. Roosevelt can go 
che~d, whereas other countri es bad New Deals going 
busted . 

Now, this is the point I want to ask, just to get 
you people here - how you people feel. In E r ash 
moment I made this suggestion, that either President 
Caraenas come here with a commission or t~t Sumner 
ooelles End myself go t o Wexico City; and ever since 
I maae tn&t suggestion I 've been kind of sorry I ever 
maoe it . 

You mean the s econd n~lf of it. 

Yes . 

The first half is all r ight . The second half is -
would look like domination . 

Swell town, nice climate . 

I .vasn• t thinking of that . 

No, I ~now you weren 1 t . 

I take the positi on t ha t when I'm dealing .vith t hese 
t hings I never get more tnan a hundred ya rds away 
from ) r. Roosevelt . Bub? Let's put it, does an¥booy 
tninA it woula be wise for me to go down there? 

After it' s all done . 

'leU , I think •••• 

The d angers of being mis<!UOted, etc ., :1hen you get 
down to a foreign country . 

Let t his fellow stay here; c. nd the Khole - and the 
people in the State Department - I mean where you 
going tog et shot a t froat? 
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(On phone) Jus t inquire whether Mr . Gruening 
i s in - head of the I nsular Affairs, Department 
of Int erior. If he is, l•d like to talk to him. 
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Tney seem t o r egar d him s o highly . Be s eems to 
~oN . Certa i nly we know where his feelings would 
be. 

••ell, if they came up here i t would be awful l y 
hLr d to convince anybody that the giant of the 
llorth ... as t rying t o impose something on the weak 
si s t er of the South. 

If t hey came her e - you think that looks better than 
our coing down ther e . -

I t hi nk so from t ha t standpoint, and I t hink thct•s 
t he most cr iti cal engle of the whole thing - this 
background of u hundred years of littxe countries 
being sensi t1 ve about America n domina tion. 

I don ' t know which looks better, but I guess I ' d 
be t ter say it l ooks better t o ha ve them come up 
her e . They ' re here, anyway • 

. ;ell, you rlx this up . 

~uchnead : Yes . 

n . • Jr: (On phone) Hel l o . Hello, Mr . Gruening. 
~orgenthau t~l,ing . Ho~ are you? - - Pr etty 
well. Oh, gr and . Oh, did y~u? Oh, tha t 
was nice . I ' d l ike t o hear a bout it. - What •• m 
Cblli ng for, " r . Gruening , is this . I may be inter­
jectea i nt o this Uexican situation; ~uestion of - this 
is very confidentiul - possibly really a reorganization, 
you see , f or t hem a t t heir re~uest . knd from the 
r embrks th&t t hey have dropped , t hey seem to think 
of you v ery hi ghly. Do you supj)OSe H I got into it 
I could borroa you f or a while? - Oh. - Oh. -
Flue. - .. ell , I meant • . • Yie ll , I meant bor row 
you in the s ense that it might be intense, s ay, for 
t wo or three weeks . - ~ell, thanK you. Wel l now, 
you nnow what their program is, don' t you? I mean 
you 're entirely famili&r with it. What? - ~ell , 
of course I ' m not· and I guess you a lso knoa who ' s 
trying to ' fight it: don 't you? ~ell, i f I get 

Regraded Unclassified



( 

JcR: 

'.lcR: 

.... Jr : 

ou , tv nt : 

d. ' . Jr: 

H . ... . Jr : 

vll,>nunt : 

H.J . Jr : 

\ 
illi;>htnt: 

141 

-15-

into it, I ' l l ask . t he President to see that 
you 're l oa ned to me while I ' m doing it . 
'.lhank you. Thank you. Oh, just - I mean 
jus t drop in here , s ay , for half L day; I mean 
t here won't be any formal l e t ters or a nything . 
I mean jus t have him tell Mr . Ickes tha t you should 
help me a s much as you can, that ' s al l . Bow•s 
tha t? I mean just the way, say, Herbert Feis 
J rops over here. See what I mean? Thank 
you . (Conve rsa tion fini shed) 

Don't you thinK tha t' s a good cove? l<o o.uestton ­
they s ay tha t he knolls this Central American thing 
bet t.er tO£n anybody else . And I' d want somebody 
wno would be on the progressive s i de. Be' s a very 
intelligent person . 

I 've alw~ys be<rd hi m v ery highly s poken of . 

He•s e very intell i gent per son . 

I ' ve h~d considerable dea lings with him . Very 
satisf ac t or y man. 

I guess - he seems to know this Central American 
thing - nobody could accuse him of being mixed 
up ~ith t he oil croNd . 

You mi ght be in~erested in my tell ing you that 
Jack Laylin, who i s nos with Dean Acheson, ba s 
spent l ot s of time do•~ there . 

You know what for , don't you? He 1 s on the other 
siae . 

•·ell, i s he? 

Oh, very much . He• s dovm there trying to collect 
these things . Sure . I mean they ' r e fi ghti ng thi s 
t hing tooth a nd nail . 

That f irm i s r epr esented? 

Oh, that firm, a s I under stand i t , r epr esents 
t~1e kmerica n bondholders . 

I didn' t know tha t. 
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Oh sure, that's what they got him for. I mean 
thi s whole question of s - the whole bond business -
that's his job . 

Interesting. 

llhat? 

Interesting, and useful . 

You (Upham)? 

Notning. 

lise? 

No, no tiling . 

I got something nere . (Looks tnrough some papers), 
All right • 
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subJect: Preliminary notes for Mexican program. 

A. T!!E OBSTACLES IN THE PATH OF ECO!lO!!IC RECONSTRUCTION OF NEXICO. 

1. gexico i s greatly in need of capital to develop her 
1ndustri<"e l'nd nP tural resources. 

The dome stic supply of savings is not neerly sufficient 
ror he r needs because: 

(a) Uexico•s most profi table enterprises are owned 
by fo reigners who particularly in r ecent years are not 
reinvesting t heir profits in Hexico but are sending and 
keeping them out of t~e country. Most of her oil produc­
tion, the l ar gest part of her silver and mineral mines 
are under f oreign ownership . Even a l arge part of t he 
extensive plantations are owned by foreigners . Thus a 
subst antial portion or t he earnings of Mexico leave t he 
country never to return. 

(b) There is no l arge middle claes of ~exicans who 
can be expected to save large Slllounts for investment pur­
';>Oses. 

(c) The smal1 number of weal thy ~exicans are hesi­
tant to invest t heir funds in •exico. The bad record of 
Federal and State government defaults and the lack of con­
tldence in t he future of pr opert y rights in -!exico leads 
them t o send and keep a substantial portion of their sav­
ings in foreign lands. Many of them live abroad on earn­
ings currently obt ained f rom Hexico and most of them send 
t heir children abroad for t he ir education. 

{d) The credit facil i t i es pr ovided in uexico are very 
small in proportion to the need. Most of t he banking and 
i nsurance compani e s have been in the hands of foreigners. 
!n recent years they have been withdrawing thei r capital 
fro~ Ce~co as rapidly a s t heir assets could be liquida ted. 

' 
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(1) Failure t o attract foreign cani tal due to : 

(a) Long history of defaults on outstanding debt. 

(b) F~1lure to adjust service on foreign debt . 

(c) Uncertainty ot property rights of foreign 
ornrrs ot •exican s ilver, oil, land end other real assets. 

(d) Uncertainty with rrspect t o attitude of Uexlcan 
~vern~ent toward future ec~uisition by fore igners of 
"ex1oo.n property and natural r esources. 

( e) Leek of political stability and pos s ibility of 
civil di sturbance. 

(t) l1exican C.overnm.,nt•s attempt t o increase wages 
in fore i gn owned enterpri ses and increasing strengt h of 
lnbor unions fostered by government policy. 

(2) '!exico lACks adegue. te metallic reserves. 

( a) Relative increase in i mports over exports with 
resu!ting pressure on t he exchanges. 
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( b) 

(c) 

Flight of ca1)i te~ from Hexico. ) . ) 
Failure to a ttract foreign capite~.) 

For reasons 
listed 
aboYe. 

( ~) HnsPthtactory budget ary nosi tlon . 

(The exact budget sta tus is not known Published 
Cl~tres show a surplu s but it is known t he t t here is a 
substnntial deficit arisi ng trom extraordinary expenses.) 

(4) ~M7.wrrdnese of agriculture. 

(a ) Grave lack of agricultural oredit facilities 
notw1ths t l!nd1ng t erm credit progrlllll l)f pr esent adm1nis­
tr~tion. 
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{b) Lack of transport~ tion facilities. 

(o) Almos t complete absence ot scientific a griculture. 
A bccr1nn1ng has been made but l ittl e progress to da te. 

(d) Though por.e r r e sources are abundant, rural com­
mun t1es are completely wi thout electricity. 

( 5) "'ide ePr eoe.d ill! teracy. 

Government expendi ture on education cannot be curt ailed. 
A~ it is t heir educational facili ties are woefully inadequate. 

3. -:~~~7 S7:PS CAN llEXICO BE REASC:tABLY EXPECTED TO TAKE TO REDUCE 
~:~SE 09STACLES? 

(Preliminery t houghts) 

1. To r t tract foreign can1 tal. 

~he posl' iblli ties t hat the Hexican Government can effectua t e 
5teps "h toh " ill cause ~- r esurgence ot foreign investments in 
!'exico e.npea r to be f r om a superficial survey slim. The r ecord 
of defP ults is too d iscouraging ; t he amount tlwt t hey would have 
to pe:J in ot•<l.er t o create an i mpreosion favorabl e enough for re­
~ered borrowings at rea sonable r a tes ie probably consi derably in 
eYcese of the amount they could borrow in t he near futu re if a 
r•su:::p t1on or debt service were undertaken. 

I t ~y prove that t he objective ehould be a settlement of 
~~. tort'i("T\ o.nd domestic debt structure wh ich l90uld make it easily 
~s•1ble for t~e exi oans to meet the payments determined upon in 
·.~t• hn">t' t i'P t i n the course of years t heir credit would be restored 
tc ~n 1':-:tent which would slowly encour&ge new loo.ns t o Mexico. 

2. petermlnati on of t he exact status of foreign pr oducers 
ln "e:o:ioo. 

It i s euential that fore1ener s be Pssured ~ ruffio!ently 
~•· eon•hle re t urn on their investment in Ue:r.1oo so ti1a t they 
~"O•Jld n"t only oontinue to op" rate their l>roperties but would 
be eqfler t o expand their cap1 tal equipment. 

"hi' foreign oomne.nles will unquostionably ola l m t be.t any 
tncr~Pse in costs of pr oduction (either t hrough increased 1'1age 
ret•s forced uoon t hem by Government ediot or union aot1vit1ee, 
~[ 1ncreaee in· te.xes, or tn r oyalties) will operate t o curtail 

:e1~ ~ctivi ties. 
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Th~re doubtlese is, however, e compromis e which 1s 
·oFe1ble be tween their views a nd t hat of t h e lfex!oan 
rovemmPnt.--a compromi se which will pe r m! t adequa to return to 
~~t orners l'.nd yet secure for the )texioan peoplf'l a larger in­
c•c- out of t heir natural rpsouroes than they ooul.d obtain if 
tk•Y ptte::J!)ted to exploi t; t heir own na tural r e • ouroes. llex1oo 
ltlc'~s cr . .,itt>l and technical sk111 t o warrant a ttempting to ex­
.,lo1t l'er n•tural. resources w1 t hout the a id of f orei gn capital 
'"~ fn re1gn l'.dminis trption. 

~ Politica l stabili ty. 
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The pr omi se ·or internal peace possibly can be strengthened 
t'•rou"il t he adoption of a mor e gradual pol1oy with respect to 
soc• -~ refor n program. 

ll . Labor oolicy of governc.ent as anpl1ed to foreign 
ro-·~1fts li!.lou l d be reexamined. 

'"'he policy of t he !!oxican Government ln increa sing wages 
In fo:-e irn o·-ned enterprises a s a device t o acquire a larger 
Ph"re of ~!e out put should probably be mocl.U'ied if uol1t1oally 
"~8•1 ble . 

I f t~e foreign owned companies can continue to produce at a 
lo7er level of n r ofit t he difference shoul d for t he most part 
('0 "1rl'ot i n to t he ;Jexioan treasury r a t her t han into the hAnds 
~ · ~·vored ~oups o f labor. 

5- ~ourist trade an important source of revenue. 

':'hfl lcexican Government can increase t he poss1bil1 t ies of 
obt•lnln~r f oreign exchange by embarki ng upon a large scala program 
or rt!Jracting t ouri s t t rade ; t he rapi d development of a t least one 
rc vor~bly loca t ed h i ghway system, t he promotion of fa1rs, et cetera, 
B
11oul ll be i nves tigated. 

C. r.'"'A!' CA:< THE Ulli'l'ED STATES DO TO ASSIST I!EXICO ICI ITS PROGRAM 
C"' "U:CCiiS 1'RUCTIONt 

l . Promote a trade ~greement r.lth Uex1co in which the 
ennctss1ons p:nmted will be more generous than t he oonoess1ona 
~ -;:.:ed for .. 

2. I nsure a marke t tor U.exioan silver at stable prices. 

' · Reorganizati~n ot the outst~d1ng foreign debt. 
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~ . Encourage Jleltioo to adopt a more reasonable att1 tude 
toward rore1gn enterprise in Mexico. 

llore in!orme.tion nnd study needed on following matter s: 

1. Row much revenue can Mexico allocate to debt services? 

(a} How oan Mexico increase her !eder~l revenue' 

(b) To wh~t extent c~n t he f ederal government curtail 
expend! turest 

2. l!o" r.ruoh or a 1 t a vorable 1 ba lance or payments can lteltico 
develop during t he next tew yearst 

(a} Increase l n eX9orts over imoorts. 

(b) I ncrease in tourist exports ln Mexico. 

(c) Reduct i on ln 1 t light or capi tnl• . 

(d) Increase in silver output. 

}. l'lh..~t ar rangement can Merlco make and keep with r espect to 
her dcmestic a nd fore ign obligations t he t would satiety her 
credltors and which would not prove too burdensome to L!exlco' 

( n} What ere t he details or past negotiations with 
!ore1gn cred1 tors' 
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(b) How much or t~e original loans actually were received 
by :.:e:r. icanst 

(c) Who actually owns the L!exican dollar bonds now' Were 
they t he original or.nerst 

(d) What groups own the sterling and franc bonds? 

( e) What are t he lows and h i ghs ot outstanding securities? 

( f ) What proporti on or t he original loan do t he present 
securities representt 

4. What ki nd or property in Mexico do Americans ownt I s most ot 
"e o··ner sh1p concentrated 1n t he bands or a r elati vel;r tew 

PerRons, or corpore tionst 

Regraded Unclassified



148 

seore t tll'Y Morgen thau - 6 

5 To what extent does f oreign ownership ot Mexican proper t;r 
~present producing mines, producing f Prma and fao t orlea aa 0011-

,.red 11'1th title to properties being expl oited to a •all extent 
o! t 'le1r r easonabl e oapaoi tn 
6. To r.l'..o.t e:ttent do t he very nlll!!er ous American allllll meroh~nte 
spend t l!eir earnings in !.!exlcot How many Americans live in 
"ex1co end obt ain t heir ch ief source of t heir income f rom the 
united Stat e a' 

7. i'lll" t is t he exaot sta tue ot Ameri ca n claims tor American prop ­
t rty e~ropriated by t he government of Yexi oo and in whose hands 
do tht' claims now r e st' 

s. !lor L"< rge a source of income in terms ot fo reign exohpnge 
does t'1e cl~rption of !!exic_an labor i nto Uni ted Sta t es provi de ' 

~ · ~~t are t he domestic political r r quirement s wi t h r e spect t o 
sltle:ten1nt; or expediting t :1e expropria tion of f oreign owned land 
·~~ nroperty? What euooees has been a ch ieved in t he exploita tion 
o~ l~n s and propert y alr eady taken overt 

10. \'I'll' t i mprovemen te can be made in t heir mone t c.ry and banking 
system: 

( t> ) To what extent can the silver c ert i f i cates be replaced 
by BP~ of llexioo not es t hus l i bera ting some silver' 

( ~) How can the Bank of Mexico add to i t a metai1ic holdingat 

(c) What pr ospec ts are there for obtaining loans from 
fore!~ owners o f Mexi can mines a nd industry? 
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H.J.!.Jr: 

0: 

H.!.l.Jr: 

0: 

H.!!.Jr: 

0: 

Sproul: 

H.!J.Jr: 

S: 

H .JJ.Jr: 

S: 

H.U.Jr: 

S: 

l! . :.t.Jr: 

S: 

H.!J.Jr: 

S: 

:: .!!.Jr: 

Hello. 
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Deceaber 38, lQ~? . 
13:30 p.a . 

or·. Burgess is 1n AtliUltio City , attending a 
convention, until Friday. 

Well, i s -

Mr. Sproul is there. 

I'll talk to Sproul. 

All right. 

Hello . 

Go ahead. 

Hello . 

L!r. Sproul? 

l.!r. Sproul. 

Good morning, !.!r. Secretary. 

How are you? 

F1ne, thank you. 

lw. Sproul . I don ' t know whether on Sunday ' s 
t1nanc1s.l page of t he ~lew Yor k Times you saw an article 
by Elli ott Bell. 

Yee, I d id. 

And I J ust wondered, it by any chance, be could ha•e 
gotten any euch impres~ion from the Federal Reser.e 
ot New York. 

I don ' t think so , although he's one ot the people who 
comes here every d8,y. 

Yee. You see there was that little di scussion about 
releasing the figures as between Lochhead and Knoke 
and a fellow by the name or Roche -

lloslse. 
• 

Yes, and I just wondered it anybody had been talking 
down there at the Fed. 
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S: 
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S: 

!i • .l.Jr: 
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I would think it very unlikely . I doubt very •uch 1t 
anyone her e would have given him any information or 
i .aapressions about the subJect of gold figures . 

I don' t know whether you saw the story today they ran -
the Times ran out at Washington on that. 

No, I didn't see that. 

Well, · that's in the fina.ncial page . If you see 
Elliott Bell, or could see him, and could sort of 
straighten him out, I would appreciate it. 

~/ell, I'll make an effort, Henry, to do t hat, because 
I do see him from time to time, when he comes in. 

Because, as far as I know, nobody• s worrying about 
how the Treasury's handling gold. 

No. 

.o.xcept the New York Times, and because they keep running 
these stories tha t somebody ' s worrying, soon they will 
begin to worry and we ' ll have another set of gold 
rumors again. 

Yes. 

And I'd like to stop i t , nip it in the bud . 

Yes . 

And -

Nell, he ' s quite an intelligent fellow, and -

Nell, the - the article was far from intelligent. 

And - well, what I 1vas going to s ay was, I don't 
think he'd go on with just a campaign of rumor and 
surmise and distortions . 

Nell, the article, I thought, was a very stupid , 
unintelligent article, and I was surprised to see that 
the Times would even run such an article. 

Yes . 

But - I mean there's nothing we can do, other tban -
down here, and on account of all this difference I 
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S: 
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waa Just aolng t.o call you up tranltl,r, because 1t there 
is &n1 d1tterenoe between the Fed. and oureel•ea, I 
think we ought to lteep lt a taail.Y aatt.er. 

Well , I didn ' t know there waa &n1 ditterence. 

Oh, yea. Oh, yea, ver,y detinitel.Y and it ' s quite along 
the lines, and i t's - it'a Just along the line or what 
~. Bell was writing about. 

I eee. 

You might make some lnquirlea trom Roela,, whate•er 
his name la. 

S: - Yes , I will. 

H.!l.Jr: 

S: 

H.U.Jr: 

S: 

H. U.Jr: 

5: 

No, the ~nquiry - the di!terencee are Just along t he 
line, exactly along the lin~ on which Bell wrote. 

I see. 

So that's - that's why I called you up. ' 

Well I'll 1nqulre lnto that tirat, and then I ' ll talk 
to Bell when a good opportunity presents 1tselt. 

Yea , and t hank you. 

All rigbt, 
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Dec•ber 28· l9e1 - 121 '5 

I asked the President whether there was any change 1n 
what be was doing on silver as between wbat he and I wrote 
on a piece or paper and he said, "lfo". I told hill I was 
do~ everything possible to keep up the world price or silver 
because we thought it was so important here to keep up the 
worl d price of !ll coliiDIOditi es. The President said, "That 1s 
right" . 

The Pr esident referred to The New York Times editorial 
and sai d t hat they do not know wbat they are talking about -
t hat we saved China instead of wrecking her. I then told hill 
about rey correspondence with Julius Adler and said that I would 
show it to him sometime. 

(New York Times editorial attached herewith - also 
correspondence wi t h Kr. Julius Adler, or t he New York Times .) 
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- nu: mtu JOUT -- (1 1 1'llr"'liil" a... .,..,.,-lliO~ 

At a U... - ..,. ploaiJ' of "'-ricu .U.U ......- -
other problt-mt • lt. att.enuon. wu to tirtn ott tM ...._. ~ 

event~ have t upoD l.bt OoYtrD·I lhe only lmporta.at eoatry-<>=· 

ment the n " ot nconlklerlnf tt.a j which had previoully ._. OD IL 'l"'at. 

.Sh·er becauee two ot wu Mo&UM fGI"d.Dc -. UM prtc. of 

Lbe prlod ta wtUcb it anver bad a .,_.., Aenetfee"J' .,.. , 

hu ta 1kl4 d'ue to U• fttt Upoa tiM &.nl ot .... flll"'c* ta ~ 

pi at OMot OtiM. ud ....._ ~~~---
llve.r A,.....totl more 1'11uable u a:prort buWaa. tbaa I 

Oovemmeot ' u cur....,., So Cblna let\ u.. .Uv.r 

\>,IIlii_ a llud '""'dard &ad lntroductcl a ,........., 
• for a ptriOd . CUrrtaCJ. 1n tb.b rwpect O\U' pu.re~w~e 

0 four )'UI'L Tbe u.. ~~ pf.ocnm l:t.u ~ ta a ' ..... ' 

dent,• proc:l&.maUoa pro'1"141Af tor the 101" t.be all ~ eomp .. le 6tmocetlsa­

purcbaa ot MWl)' -aaiDed do...UC ~ Uoa. ot tU.'fer, lut.M4 CIC IU -,._,_ 

''tr at prteu tar above tht preva.I.Ung ti&aUoo. .. 

world market~«. rrylnr out (2) Tbe purcb&M PJ'OIT&IQ bu Ia. j 
the otttriJ.~. ct. and lA. deed helped to "re•lve purc:bu!DJ" pow-

tuttllndil' ~~ wn lQ a au.b- er" ln 0\tna tor toretp roo41, bu..l DOt 

.-queat meuu,.. kDown u t.h auvu ' tn U.. ru.a:Der a.o.Uclpat.td by tbe au­

~bue Act o1 JN-4, ta. Vatted t lhot11 of t.be propoMJ: tbat Ja to.,.. 
States b.u a cqu.lred duriDC" 1J:1ie &ut faot throuah the procu. ot .......,. u.. 
tour yean no lt .. lha.a. l,.f!OO,OOO.OOO 

1
v&lue ot Ch1.Dea eu.rrency but l"&t.U:r 

ounct':s ot allvor. Tb&t Ia eqWvUnt to . lhrOual\ the proceaa ot l.r't.n.t'e-rrinc 

more than 6Jfhl tlmu t.bt eoure I pur¢.hUinJ power h-om the people oJ 

•·arJ4't mlne prodl,a(t!on. lD tbe yt.ar t.be t.be Unlt.c.t Slates to the )*)pat ot j 

1'rouur7"• pu~ bqu. ·and to , OtiJI&. l'or OtiM. b&vlo61<1t t.be .c...­
...,.. tb&n rlxq. timer oar •- - , Sland&rd. b&r becomo u uportu at 
Uc mine pl"'CCGetloD tn. tbe ..,... )'Ul'. ll.M mel.&l. ADd wbat Lbe pra.:t .,... 

What have ..,. Khleved. by pUlof up , rangvuot &mow~t• to. Ill et:tcct. Jt 

thJt hUf6 rtttrve of an arWteit.Uy I t.hJI: tba\. we otter to trade American 

\ '&IUed me.t.al f motor can and Amuicaa mac:hlnuy 

Tbe allvtt pu..rchue policy wu put ~ a.ad other A.me:rlean loodl tor (:h!neM 

tof"ttl'Ud 011 the buta of tJ1.rM qa..&me: .Uve.r, pu.rebued at an artlfkJ.al p~. 

Fln:t, Ua.at It would lead. l9 1be r.- tor wbltb ... b.ave DO ..,., I:'W:o o. u.. 
mooc:U.zattoa ot 111vec m otbtr ooua- bua: ot 1.b1a UDproOtablil ~ 

trin; aeconct. th.at t\. would .. n'ltve t.b.e boweve.r, we JOid leu AaM:rican. soodl 
purcha.eJng power ot tbe Or1enl.'' for In Chtna lut year than we dld in ltu. 

Amerto&l"l food• . and thi rd, tha-t It t.b.e year bc!oro our allvt-r pu..rcll.uta 

would ''br0a4tn the bue" ot our own l began. 

<~y. Wlw b&r actuail7 occurre4. I Ill ll'lnAily, ro tar u ~ 
under eacb of lb .. tme. ....... ..,- lhe ll&le"' or OW" own C\liTtOCJ' " coa­

bt aurnmar l&ed. briefly u tolloww: eU'Ded. It m...c. be noc..ct Uaat WbtD tiM 
Silver Pun:ba.te Act wu ~ tbe 

,mo.:• l&ry ~ld atocka ot ULe United 
S\.&t.el amounted to $'7,161.000,000, far 

mort than wu needed u t.a 14equat.t 
nM:tVI bthiDd all Ot1J' CUJ"nDC')' iD dr­
cu)aUOD. ~tl,J we Un ac­
quirod .... och additional ~ 

b&vt b&d ro little - at addltlca&l l 
mtvfr-that lbe -rr.a.ury hu actually 
.aurbt to "•t.erUlA" rold tmporta til 
ordu \0 prevent lMm troaJ bt.vlD,- an 

lD.tlaUonary dfeet upoo buk crediL 
,. ollftr ~ _..... b&r 

bMD a toUt rrom tM aurt. n.t dll.t 

Utec:t.l han beta t.o prod~ coafU;II&oa 

abroad W UDeert&Jnty al. bome. TIM 
toQner t1M Oovemmut. c.u r et. out ot 
Ito~ ,..W0. tliO br<a.t. 
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JU&.tUI oe..-1 AOLCit -·-

t[~ltdiJ l!DTII. ~!Huu• 
<rim.r•S~ 

II . Y. Ti !:!es 

December 23, 1937 

Honorabl e Henry Uorgenthau, Jr ,, 
The Secretary o~ t he Treasury, 
Vlashington, D. C, 

Jjear Henry: 

Your letter ot December 22nd 
"surprised and shocked" me aa much as 
mine o~ th.e 20t h di d you . You surely 
must know The New York Time s well 
enough t o be certain that wo would 
not associate ourselves with any "pres­
sure a~proach t o solicitation o~ adver­
tising • Nor, do I understand how you 
could read into my letter any i mplica­
tion that "Treasury advertising ought 
to be regarded as patronage" , The 
Times neit her seeks nor accepts patron­
age . 

All I meant to convey was the 
belie~ that it is just as easy ~or the 
Treasury to select certain newspaper s on 
their advertising merits as to choose 
certain magazines; and that newspapers 
a re the better media tor f i nancial an­
nouncements . 

I stil l believe both o~ t hese 
proposit ions . 

Yours sincerely, 

mam 

• 
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~Mar hll•• 
I~ ,.'tb :rw tMt ~ plaluiJI& ot t• Hitarial tr.. 

Iditol' &D4 hl>UU.. 1.a .,., 1a coot-..., I -14 ,. tvta. ..... 
apply lt to tbo wtool.e Mitorl.al. I • ..,n.- aae_ _. I ale» 
nn oq oloHioool0 \~~oat U. .. Y~ two .,..u - to parU.S,.to 

1JI tlt.o prolll\ll'l &Pfl'aolt. to ooliottotia ot ~ Yooar •• 
or tl:a exp.....t• • aw-U7 aNJ' oltoo&tl• ill Hpr4 to •­
popen• - to -to oa.t&la tbo lap11•t10D tlt.&t 1a JIIIFill& • 

lf;S 

ta. aow,_t•o t\m4o tOJ' Sa'rll>p lcm4 &4ftrl1&1JI& 1 CNCtot to 
oooa1.clor priaaril;r •tat,.. trM.ta...t tor n.J'l<NO ol.&••• or PQl>lto•nJ 
1JI otlt.IJ' wor4o0 tb&t rr--ry a<lwrtlolJic ou;)lt to bo J'oprdM ao 

potr-,.. 

!1111 I&Tillp IGDol D\'fio.iOD opontoo oa & otrlot blllipt lUll 

ohoo.o tlt.o J:ll<lio &D4 \1111 tn- ot oaw wbioh tt bou ...... will pro­
di&OI tho l>oot w.t ... o rol\llto. 'Widl.e lt 1o pO&Ilbl.e that •loo 

alo;llt bo aatortolly 1.-...1 l>y &D 1Dtoulft ..-.p&p~J' ~rtloiJI& 

.apaip. 1 a..,. aot tolt tb&t \1111 ~ tor S&'rll>p lcm4 pro­

DOtlOD oloooll<l l>o 1Dwu .e<l to ._1..._ _,..,.,. a<lwrl111J1& - law 
I tolt tb&t opoft041o 11q10n-tl 1a Wo ~ tlol<l .,.,u bo puo­
tlcul&rl;r ...r.l. 

!bon !aft bon nry tow atto.pw to 41t&la la"t'l~o a.& ..s.­
wrllalD& ca & ,.._,.. OJ' pa\J'OD&p baolo ... - ban .._ &l>lo too 
-.t \lola wi'tbaolt p..- tllttlOGlty hm"• .. haft ._DO ta'fWitt. 
'll!l&Wnl'o • ll&w po.14 ao att..tia to politlo&l •••'...._tl_J w 
lt.aft watellll4 tbo ..-.... wrr .....tall;r _. w lt.&ft _... .-Ito U. 

ool.e tooot. 

1 abolal<l bo ••rt •rrr ._.... to lilan to a'boale tlt.lo po11oy. 

I aboul<l prater to ahn'r tllll wllol.e uq '"' 1t we .,. to •• lt • 
• p&ta ... -.u. ~U7 - , .... , ot ...,..,. ... 1o- ....... 

1a - ottwt to ,__ - to - j'ed tint l>y 'lllr'1ac1a& ... - '" 
l>ODJ' taaro.p c:.vo-. 

llaan'q r--· 
" ..... .,. or •• ,__17• 

.1 
117. hllu o.bo Adler. 
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Oaa firllt paracrapb of oU!er drat\. 

Tben u.e ttrat aentn or eecond p&1'118J'IIPh. Tou ba'f9 

perhep• unl ntent1ona1ly 81 " " the t.preuioa tbat newapapare 

prater t o appr oach thh ctnad n thro11811 a Congrea-. and by 

editoria l pressure to atra1gb r oi'W.l'd eol1c1tat1on or advert1a1ns 

on the ner l ts ·~ f newspapers aa media and their ablli ty to s-t 

re ults i n this particular e alp . 

ury DepartMnt ' a Sa vines Bond 1111gaaine 

bonds b:y intora1J1c the public at re&Ul&r 

intervals ol edi ... features r these bonds wbioh in AT opinion C&ll be 

prese~ted .ust effectivelJ and st econoaically b:y the type of eaapaip 

whlch has been utilized . As yo probably know the Treasury merely 

auppleaenta i ts rather intenaiv direct-b:y- ....U presentation or the 

advantages of Savings Bonds by limited IUDount of magazine advertisin8. 

Tba SaviDge Bond Division operates on a strict budget CUid chooses 

the a1ed1a and the type of copy which it believes will produce t he best 

business result a. 1ibi.le it 1s poaeible that .._. &&lea of i s !I!Lg& BWUI 

aigbt be materially inoreeead by an intensive newspaper advertising 

cu pe.ign, I have not felt that tbe budget for SaviDge Bood ~ 

pr011ot1on abould be incr..,aed to include newepapar advertising nor baYa 

I felt that sporadic experiooenta in t !lle ltnOIID tield would be particularly 

uaeful. 

Frankly I would have apprec ated :your own candid op1nioo or the 

feasibility or newspaper advertis or SaviDge Bonds and the pouibllit:r 

ot Justif'ying the expense of a coar abenaive nenpapar progu, not on 

t he baaia of fair or unfair tree t or newapepare, but on the sole baaie 

ot resulta to be expected 1n the id=rtoaeed aale or Bonde a t llinia118 expaoae. 
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1 1 - ' t• •1 ... ·~---~~ .. ~~~ .... ~~w. .. ax "'I)·~· "'\lo"' to . ..o t t CIU ec .a .• era o""~a ; • . . ua lt ') x we 

·~·• 1 ~o'td tl• rot~• very carefully ~d ~~~Ave ruade results the aole 

~ s: 0 tl ~ very aony indeed to hnvt to aln.,do,., thit policy. I 

• ".a· , ..,"" t~ e w1-ol e~-.- ~ ... · • ! rt -..o do _ ~ O"l e. ~·ro"'O,Ce 
~ 

r t ·. ao ... ';J"O:x;" or .. e•al&r.era 11 now c··\~tid 1-,<!fort to 

• ...at •.aat .;J br_ ~-- ~ .. "E.ac.are t? 1. ar t~~- ~!1-reata . 
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December 20, 1937 

Honorable Henry Morgentbau, Jr., 
Secretary or the Treasury, 
Washington, D. c. 

Dear Henry: 

Phrasing or part or this 
editorial is, of course, not in 
good taste, but it does present 
an apparently unfair situation in 
regard to newspapers which you may 
wish to consider. 

1'/i th best wishes , 

mam 
enclosure 

Yours sincerely, 
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December 18 , 1937 ; 

~CY~:I"'\ 
WHEN HZ NOTICED tho advutllb>( of tho 
~ O.p&l'tmmt for United Statn s...u-.. 

Bo6dt ln Mwral popu.l.a:r mapzjl'f'S 1Wp. rr.d L. 
C..wfonl, of Mlehlpn, ulted 5e<ftt.uy M.....,. 
lhau why ntwtpepen: had not bHn. l.nt:luckd.. 

1be 'J"'Juu\U)''I repl)', sl,cned. by Herbm £. Cu­
ton. a former now1pa,ptrrrut.n who lt now aullt.ant 
to the s.c,.tt.ry, wu that ''h would be mott dJI­
fic.:uh for u.1 to advertbe tn any new.$preper• with­
out advortltlna in all. To clo thJs would call for 
tar grtal.or oxpendlturt.a than h.ve been made or 
wou.ld be appropriate In the premlt~K. .. 

Mr. Outon'• nply lt 1.~ UJUal one. h lenore• 
the obvSo\&1 f.ct that lhe ad~.rtbrtmenll aJ)PfU 
in IO'mf, not au. map11na. Jt auumes a.nd ...., .. 
th.lt an tdYV\W annat u.. any rwW~pt~pe_r whh­
"'' ......, ~~~~ lhor.by ilnorina tho upo- ol 
hund.-.da ol ad...-n who obWn tho ......_ 
thty want whh a -~ llst ol M'W'IpaPft'S. 

u ad~rtbJAa of tho~......,. o.........,. Ia .... 
corded by 11M ~ u a - ol pollllool poo .• 
rona,., then, 10 b. aw-.1 it mUJt b. puuUed out 
w!thout ,...rd to bu&inHs obj«tlvu. U, u It 
lt'em&. tht ob}ect I• to .eJJ boncb, there b no rea­
aon wh,y the 0 . S. Treuury, any more t.han the 
Amoriean To~ Co. should U$C! any media It 
d~ not chOOH to use. 

II the Set-rotary of the 'rreuu.ry d«Jdet to onr· 
look the l"•t market for his M'Cu.rilln •lforckd 
by oew.-pt,pe.r Aaden, we bf,~ve that h1a ..-.pen. 
d.h\ll'e ot public: funds tor the Pu.J'POM ahou.Jd be 
.._..tully <hllllet>pd. The ""-'7 ohcNld ... 
bo alJow.d .. hide bohb>d tho lalla<y •• .Ubllhal 
• ....W and an uinlfte prlndl'l* opplloo 10 Undo 
Sam wb. be hu a business propcllddon to olfn 

"- hlo ln...W.. lomlly lhnN&h ad-· <hanno.Y 
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'(f' ~ ' ""' ~ 1 ~ , 
~RilED TO ROOll 285 for filing 

as per ll!lC' s instructbns . l/8/.38 -
Cl&S 
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Present : 

December 28 , 1937 

11: 30 am 

Ambassador Na jera 
L!lnl ster Suarez 
Mr . Sumner Welles 
Dr. Fels 
!.lr . Lochhead 
Dr. \Vhl te 

.. ,.. 
p 

H!l ,Jr: D1dyou 1'1nd a way t o epend Chri stmas 
awa;; f r om your f amily? Not so good? 

Ur . Suarez: Not so good . 

HU ,Jr: What has happened si nc e I saw you at 
di nner a t my house? Has anything happ ened? 

Mr. Sua r ez : Not hing . 

Amba ssador: I talked to Under - aecr et a ry Welles 
and we t ol d Mr. Suar e z wha t we have done, on general l i nes. 

Hll , J r : What d o you think would be t ne next move , 
:Jr . Aobllssador ? 

Ambas sador: Well , wr • Welles proaised me that 
you ~ere go1~ t o make some suggestions on general lines; 
·hat ~ou wer e goi ng to pr esent t he draft of a g eneral plan 
and t ilen we will di scuss it . 

Mr . We l les : It i s not qulte t hat, Mr. Ambas sa­
dor . What I sa i d wa s we woul d have an opport unity, i n 
v1e 11 of the understand!~ t hat we had r eached , f or g eneral 
discussion of t he probl ema involved and t hat i n vi ew of 
the author i zat ion you ha ve received , and tne Secretary of 
t he Tr easur y , from t he President of Mexico t hat we would 
then be happy t o make some suggestions t hat we see pos­
sible and fea sible . It seems t o me t hAt i t mlght facili ­
tate t he di scussi on make it easier to get down to ess en­
tial s a nd fundame nt~ls, i f 1 t were possibl e f or t ;.e pi ct ure 
t o be put before t he Secr etary of tne Trea sury as cl ear ly 
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as !li nister Suarez wants to do. 

HI.!,Jr: You see, naturally you know your own 
fi nancial picture better than anybody else and we are 
not entir ely familiar wit h that picture. Now1 if y. ou 
could put down how you see your budget for 193~, I mean • 
~hat you expect the revenues to be and what you expect 
t he expenses to be, how much money it will take to carr y 
out the Governme nt ' s pr ogram, then it would be easier for 
us doctors to get t ogether after we knew what the symptoms 
were, because I am not familiar with t he symptoms. And 
I go back to four years ago, when Mr. Roosevelt put me 
here , and certainly our Government had difficulties in 
borrowi ng money -- unbalanced budget; we had a lot of 
unemploy~ent , rr~ngry people , and we had a program we wAnted 
t o carry out, and the question was Just how fast we could 
cove and how much could we a fford, and we had the old 
Liberty Loan of the war coming due of te,ooo,ooo,ooo. 
We had to meet that. And it was Just a question of how 
fast ~e could go ahead and at the same ti me take care of 
our every- day needs, and we have been able to wor k it out 
with moderat e success . Now, we have four years behind 
us and I think we have a lot of probl ems which are the 
same for both Governments and , you see, I don ' t know whet 
your revenue picture will look like f or the next year. 
I don' t know what your exoenses are. I don ' t even know-­
when do you put in your budge t for 1938? 

Yr. Suarez: At the beginning of the year. That 
~.aa been done. 

Hli , J r : That has not been done? 

Mr. Suarez: It has been sent to Congress. 

IUI ,Jr: I don 1 t think ne have seen it· 

Dr. White: We have a tentative copy. 

HM.Jr: I don 't know the total figures of what 
Your expenditures will be and how much revenue . That 
whole pi cture. I mean, if it i s agreeable to you. This 
1B Bollllthing , naturally, as I explained to the Ambassador, 
it ' s Just a quest ion of whether you want to call in a con­
sultant and if you do, we are more than willing to be help­
ful. 

llr. Suarez: Thanks, lolr. Secretary· 
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HM, Jr: But Just what the symptoms are or what 
) oUr pr oblems are , I don't know, but it they could be put 
down we oould look at them and give us a chance to noe-
s\ bly ma1ts some sugg estions and yon oould tell which would 
be workable and which would be impossible . 

!!r. Suarez: Thanks , Mr. Secretary. 

Hli ,Jr: But Just -- it I may say eo, you need 
~onPY t he way every Government does to pay tor your ex­
rersea and as long as we a.re on t hla kind of a system, 
why • e l~ve t o borrow money a nd we have to pay interest 
a~d t ::e oeople who have t he money will lend it it t hey 
~eel t here is a reas onable chance or paying it back and 
I th1nk tha t it the Mexican Government could present, not 
o~ly t o your own people, but to t he world, a strong budget 
o1ct ure, t hat you are going to get your revenue and your 
.r~d•nlly --are going to come closer, when you have a 
balanced budget, I think that you would be surprised how 
qulo'· l y t he f i nanci al people would begin to have confi­
dence and would leave t heir money in Mexico. That's 
your probl e m. You want t he money you tor tor pil, land , 
silver and ROld , to stay in Mex1oo. I sn't that r i ght? 

llr. Suarez : Yes , ~lr. Secretary . 

HM Jr: And it you could present an encouraging 
p1ct ar e to t~e world, I t hink you woul d be surprised how 
t .• At t hing coul d change, but people are tri~htened , Just 
ti.P way t hey were here, and our bankers don t love us now; 
: ~on ' t expect t hat they ever will, but we are strong 
enr>J h t hat they can't re~se us. And the program, we 
~~~e Jus t bad t o decide what we were goi ng to do tor the 
ne~t ) ~ar , whether we were going to tax t he people more 
or ca t our expendit ures, and we have decided that we would 
no t 1noreaae our taxes but t hat we would decrease our ex­
!"'f'Ml t ar cs . It took us three mont hs to decide that. We 
deci ded the thi ng for u s t o do was to out down our expen-

1 t u·es and leave our taxed where t hey nre because we think 
t" •t are high enough. That ' s t he decision which t he Gov­
ern: f' nt has to make tor itself, but here that ' B what t he 
Pr•s1dent decided in consultation , calli ng 1n the Trea sury, 
·.~t f or t he next year - - you see, he i s t alk1ng about 
t 'l l nP leas roads, reduoing the C1v111an Conservat i on 
e~"1>G for boys cutting down his agricultural program. 
?• •rot e a letter to Congress that we would not spend more 
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than $500,000,000 unless t here were more taxes, md the 
whole program here is to cut down expenditures and if 
business does not get any worse or gets a little bit 
better we will have about enough money, but that's our 
problem and it's the 9roblem or every other Government 
and I think it I could know more about which way you 
are looking, just t he way we are looking !rom our Treas­
•JrY, :tor more taxes? or mor e expenditures? or less ex-
penditures? Can you convince the publi c that you a re 
goins to have a reducing deficit. And I think ir you 
co~d convince the public, your credit would be all right. 
Coes that sound l i ke horse sense? 

~. Suarez: Certainly, Yr. Secretary. I will 
explain to you what i s our situation trom a budgetary 
vle~>oir.t and then I will explain to you also what is our 
situation on the credit side or t he picture. As tar as 
t he budget is concerned , I think we have no great troubles 
!or : he t ine being. We started in 1935, which was the 
first year the President was in o:ttice, we started w1 th a 
budret of 275, 000 ,000 pesos. That 's originally. And 
this year we got a revenue of 328, 000,000 pesos. So we 
h&d at the end of the year we increased the budget during 
t he year , but we have a surplus at the end of J;he year pf 
about 30, 000 ,000 pesos . 

HM ,Jr: This year1 

llr. Suarez: 1935 . In 1936 we had a revenue 
of 380 ,000,000 pesos and we made a budget of 410,000 , 000 
so we pr actically expended our normal revenue of t his 
)'ear and t he surolus t hat we had in the previous year. 
P.or.ever , our r evenue was increased by about 50 ,000,000. 
That was in 1936. 

Now, in 1937, t~~t is this year, we had a Gov­
ernment budget or 450,000,000 pesos. I am speaki ng in 
round figures. And I exoect to have revenue or more 
than 440,000 ,000 oesos. Perhaps we will be quite near 
450 ,000 ,000. So- we will have a def icit in a very s mall 
~ay at the ~nd of the year. 
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For t he next year we havo a budget of 415,000 ,000. 
That is, we have a deducti on in our expenees , and that 1s 
because we expect to see a decline in revenue next year. 
This year wae t he h1ghest in the history or Mex1co -- thAt 
is, 440,000, 000. This year we don't expect to have suoh 
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a r~gh r evenue because there are some factors that we 
consider adverse to our situation. These factors lead 
us ~o be lieve t hat we will have to reduce our i mport 
duties and our export duties will also dimi nish and the 
taxation on metals , due to the decline o f prices of 
me t al s , particularly industrial metals - - zinc, copper 
and l ead -- and some ot her export products will diminish 
because of t he severe deduction i n t he world market , so 
we expot t o have a deduct ion in our i ncome, revenue de­
rived f r om export and imports of metal production. 

I n addition we have made a budget of 415 million 
pesos , i n r ound figures. Since I left Uexico there were 
soce acen~~ents i n Cor~ress , but I f eel Congress will a~ 
prove ~he budget Just around 415,000 ,000 pesos. That 
covers our expenses i n t he regul ar expense of t~~ Govern­
cent . That i s f or the regular salari es of t he Gover nment 
~it~ some i mportant reductions in certain fields t ha t we 
r~ve conoi dered very important; for instance, i n the 
Foreign Rel a tions Department they made some severe deduc­
tions . We hAve maintai ned practically t h e same budget 
fo r Education next year . We have ~~de deducti on in the 
War Department and we have made provieione f~r wo rki ngs 
and developments of the country -- road building, dam 
buildi ng ; we are building now t hree large irrigation 
projects and we will continue t o build ••.• 

HM,Jr: Where are t hose? In t he regular budget? 

167 

Wr . Suarez: Regul a r budget , Railroad building; 
preservation ot our ports; a nd we are also going to build 
a hydro-elec~ircel plant. There is bad need for t ha t in 
::exlco City and t hat Di strict and private capital does not 
reel warranted to make any and we have decided to build t hat 
ver y tine proJect for developing 8 , 000 h. p , plant i n l!exico 
City. And we put credit so t hat t he banks -- increase 
t <.e capital of t he banks who lend money to t he Bank of 
Ag ricul ture . 

so this is our whole picture, eo t hat I don't 
cxoect t hat we have a very importa nt defi cit as far as 
next year as f ar as our budget i s concerned . Our diffi­
culties come from another side. That is from t he credit 
aide . Of course we need money. We would like to have 
it , not f or the regular budget , but we have some import ant 
oi l reserves in p roven fiel ds and if t ho re 1s any way to 
get the money we would like to inves t it in t he development 
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of these oil reserves . We t hink that we could get only 
fro:~ one of our oil fields for t he next year a production 

of 40,000 barrels a day at least. We have a royalty of 

13,000 barrels a day in the deal we made with the Aguila 

Cocoany . We are already tradi ng with another company. 
re have pur chased a third one . We will have, by t he be­

ginning of t !.e year , three equi pmente and i n t hi e fi eld 
the regular product i on i s 5,000 to 10,000 barrels a day. 
The fields have been proven. So our needs f or money , as 

tar as the Government is concerned, ie for investment, 
which " e consider a eound one , t o bring out wells , extend­

ing pi pes to the pi pe lines, stati ons, pumping st ations 
and refineri es . That i s our trouble, Mr. Secretary. I t 

co~e from the credit aide ; the credit structure . 

This year we had to make -- the President made 
provi sion for loane in the Laguna District and we were 
sole t o find financing for this field, which is very ex­
tensive , oo t he Bank of Agricul ture , which has to finance 

this , found i tsel :!' wi th a d1fficul t problem and could not 
eo ahead with its fi nancing and borrowed money from the 
Ban'< of ~.exico. We have to have ?0,000 ,000 pesos to 
finance this field . Of oourae , we did not have great 
success as :!'ar as crops are concerned. Crops were not 
so good . We had no opportune rain. We had it when we 
dld not need it. 130 ,000 bales was the estimete of the 

cotton orop. We got only about eo ,ooo bales of cotton. 
That cot t on has not been sold yet. We have been trying 
to keep a high price :!'or that cotton. We have that cot ­
ton ln s torage. So the Bank of Agricultur al Credit with 

the guarantee by the Government has bor rowed :!'rom the 
Bank of iiexico and t hat has c reated certa i n distrust in 
the Bank of 11ex1co. It has a high balance for the Gov­
ernment . The ?0,000,000 pesos , that has not been repaid, 

because lfe . have t he cotton in storage and most people have 
seen the credits o:!' the Government, t he ?0,000,000 pesos , 

they have consi dered that t he Bank was making heavy loans 

to the Government . There is distrust of the people i n 
the Bank o:!' Uexico due· to other f actor s such as maladJust­

cent i n pri ces . We have been able to keep a high l evel 
ot prices and have bee n bringing them down 1n the last 
few months but not to a basis that world prices have 
come so we ' have had maladJustment in pric es . Prices 
in Mexico a re var y high. World prices a re low. So it 
hns diminished the or1ce and volume o:!' our exports and 
increased the volume of t he import s . These two :!'actors 

add to t he distress o:!' t he people i n the s oundness of t he 
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Bank of Mexico due to credits lll&de to the Government 
and t he fact that there bas been maladJustment in pri ce 
level in Mexico has determined that. Our reeervee i n 
t he Bank of l.!exi co have been dwi ndli ng , coming down and 
down, and people have seen the reports of the Bank of 
~exioo that are published every week, so t he people 
have seen that these reserves are coming down and t he 
credits of , the Bank with the Government have been in­
creased and there hae been distrust in the Bank of Mexico 
to keep the rate of exchange and people have been pur­
chasing fo~eign exchange 1n futures or spot and our sur­
plus bas been going down and down. So our troubles 
come not eo auch from Budget, which I believe has thus 
far been o~a sound baa1s - - deficit this year will be 
a very ~11 on~ but from the credit aide of the 
picture . 

HI.! Jr: 
t on worth tocky? 

How much is this ao,ooo bales of cot­
Can you sell it? 

l.!r. Suarez: In Mexico we kept the price up 
to 14 American cents. 

HM,Jr: But what could you liquidate t he eoiooo 
bales for? Row much could you get 1f you had to eel it? 

Hr. Suarez: We expect from t he cotton and seed about 
30 ,000 ,000 pesos. 

HM,Jr: There i s a lose of about 40,000, 000 pesos 
to t he Bank of tlexioo. 

Ur. Suarez: Which woul d represent the advance 
t o t he Bank of Agriculture. 

l.!r . Welles : The advances have been solely for 
t he Laguna Di strict? 

Mr. Suarez: l.!ostly for the Laguna District. I 
think some in t he North. 

Hll . Jr: You think t he ~~~ain troubles are t hatf this 
Agricult >ral Bank borrowed this money from the Bank o 
Mexico and they feel this is not a good asset and, there­
fore , it has hurt the credit of the Bank of Hexico1 

Ur. Suarez: Yes . 
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!Ut,Jr: And also the Bank of Agricult ure haa 
the ao,ooo bales of cot ton? 

Mr. suarez: eo ,ooo balae and cotton seed. 

Hlot ,Jr: Tha t has not been ~ledged? 

170 

Mr. Suarez : Not yet . We have been negotiat i ng 
with t he Nati onal City Bank to t ake a pledge on this cotton. 

IUt ,Jr: How much do you expect to get? 

Mr. Suarez: Ten million, which will be used to 
pledge cotton , pledge sugar and pledge hennequin. 

IW,Jr: A 11 froo the Laguna District ? 

Ur. Suarez: No, from different parts. 
f rom t he Government and hennequin is private . 

Sugar 

Hli ,Jr: Well, would you care to put some of thil 
on paper, just as you see the problem? 

Mr. Suarez: Certainly , Sir. 

HM,Jr: And then we could t ake a look at it and 
study 1t. 

Mr. Suarez: Yes , Sir. 

~ Jr: We will move just as fast a s we can in 
the sense tfi:t we reali ze t ha t you don't want to stay here 
any longer than necessary, but, as I say , 1f you could put 
t he symptoms of the patient down and t hen ~hen you are 
ready let Ur . Welles know, we could have another meeting 
here . 

Hr . Suarez: Certainly, Mr. Secretary . 

HH, Jr: But 1f we could get those things here 
and our people and the State Department people could take 
a look at them. What do you think of thatl 

Ur. Welles: I t hink it's a very good suggestion. 
I t ol d t he SecretarY of the Treasury that it was very 
necessary that you return to Mexico City; that t hey 
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were anx1oue to have ;you back, and I thlnlt anything t hat 
could be done t o expedite the eituati on would be hel pful, 
I presume it would not take Secretary Suarez Yery long. 

Mr. Suarez: I oould do it thia a f ter noon. 

Dr. Fe1s: Mr. Secretary, ma;y I suggest t hat 
1n that same memorandum if certain of t he main factors 
regarding oil production and oil export be included so 
that t here ia an element we oan work with . Would that 
be agreeable? 

Ur. Suarez: All production, from private 
sources .•• • • 

!Dl ,Jr: Everything. 

Dr. White: Me~ioan statistics are a little 
bit delayed and possible t here is some other information 
that •.. 

that we 
t hem to 

HM,Jr: You might prepare n list of the things 
have been unable to get answers to and submi t 
Dr. Suarez. 

Dr. Suarez: If you are prepared to subm1 t me 
some quest ions , if you could t elephone •.• 

HM,Jr: It would take you 24 hours? 

Dr. White~ : Yea. 

HU,Jr: You would have your questions ready to­
morrow D!orn1ng? 

Dr. White: We can have tt ready tomorrow. 

HU ,Jr: And before you do it, show it to Dr. 
Feia • might Just as well submit a Joint memorandum. 
Show'Dr. ~eie what we have and what is lacki ng. Just g1ve 
Dr. Suarea one paper from the Government. Is that all 
r i ght? 

Dr. Feis: Perf ectly. 

Dr. White: I t would be hel 9tul i f we :could drew 
that list up after we have seen the document the Wlnlster 
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has submi t ted, because there might be additional intormation 
on t he points he raises. 
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Mr. Suarez: I will send the memorandum at 3 o ' clock. 

Mr. Welles: It it is convenient, the ~~bassador 
oould send it to me and I could send it to the Secretary ot 
t he Trea sury. 

HU ,Jr: (To Dr. White) Can you have your memorandum 
by twelve o1 clock tomo rrow? Is t hat rushing you too much? 

Dr. White: We may be able to get it done . By one 
o' clock. 

llr . Welles: It we could have your memorandum by 
3 o' clock thi s afternoon, you will have t he Government's series 
of questions before one o' clock tomorrow at the Embassy. 

Dr. Whi te : Our questions will be of a technical 
nat ure, Just things that we t hink will till out some ot the 
t hing s you are interested in. 

HU ,Jr: Thank you very much for com1ng down. 

We sent the formal notice through today to the Federal 
Rese rve Bank ot New York continuing through January on exactly 
the same arrange ment tor the month ot January -- that ' s 5,000 ,~ 
ounces tor t he month. 

ILr. Suarez: Thank you very much. 

Mr . Welles: How about the press? 

In! J r : I tht P.t~fl'lill have Gas ton in and we will 
simply say t{ii€ we ar~-e~~ Rg ~!\ January exactly the same ar­
rangement with t he Mexicaq Treaeury t hat we have had for th1a 
year . 

(Mr. Gaston came in and Hr. llorgenthau explained 
what should be told the orese. The Mexican Ambassador and 
the l!ex1can 141nieter ot Finance left with llr . Gaston. ) 

H».Jr: (To the group whioh remained) I always let 
lilY enthusi asm iJ.nd ot carry me on, but I think , a.tter we get 
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everyt h1ng through it's going to be-- I don ' t know! You 
see, he does not touch on th1e thing that you (Welles) talk 
about at all. Th1e land and everything else. 

Mr . Welles: There are two factors that he does not 
touch. And the things that are really undermining things 
in addi tion to the Bank of We~ioo are the labor situation and 
cont inued expropriation of land without nromise to pay other 
than paper promise. 

173 

Dr. White: One might add the question that t hey are 
not a ttempting to make any arrangement to settle their deb t 
on their 1934 arrangement. That not , I think, a maJor factor 
but 1t "ould b e a positive fact or. 

Mr. Welles: Mr . Suare~ told me himself that he is 
convinced that t h ey have got to put through the agreement 
they s i r ned with the Bondholders Committe~ in order to tTY 
t o p;n t their credit a 11 ttle more cl ear in this country. 

IDl ,Jr : If you could only call a spade a spade, but 
you can't. I f' i t was a matter of 7 million pesos you could 
fix them up. 

Mr. Lochhead: Technically their budget is balanced; 
t here shouiA not be any outflow of capital, but there is · 
f light or capital from Mexico and anything that we do Just 
give some else funds to take out. 

Dr . White: I am not sure that he is including all 
t he extraor<hnary expenditures in h1e budget. 

Dr . Feia: Despite that fact, I don' t think you will 
H~.d thei r budget picture is t oo bad. 

Hll . Jr: Which one can you talk more frankly to? 

!Ar . ,Welles: Ambassador Na Jera . 

Hl! ,Jr: Well, we will wait not. 

Mr. Welles : Anything you want me to say to the 
Am bas sad or 

HM ,Jr: Not until we see this stuff. 
Co:!!btned p!tmorancium. This is t he way we see it . 
to put cold turkey on a piece of paper. This 

Here is the 
loluch easier 

is the way the 

Regraded Unclassified



·· . 174 

-12-

1'reaeur)' ~eee 1t. A114 :rou heard tM 111n1eter of Plnanae. 
Re has left ott two-thlrde of the p1oture. Jluoh easier 
tor us . 

Mr. Welles : Quite. 

IUl Jr: 
So we will wfit. 
me see it before 

Is Morgenthau too blue about your p1oture? 
Harry, work with Herbert re11 and let 

1t goes up. But don' t bu:r an:r Mex1oan bondel 
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Budptary condi tiona in Xenoo are i n 

general aatisfactory, having peraitted the developaent 

of a rather i mportant plan of highway construot1on, 

d_. -three very important onee- r a1lwe.ya, aeaport 

worlta and industrial planta. 

In 1935 the reoeipte amounted to .,,,4 .\AJU 

Budgetary e~endi turea • 1 

And there was a eurplua of ••...• 

In 1936 'the re~em"aulted 
Budgetary e.l'J)endi t ures · • 
Leaving a net surplus ( frora 

1935) , of 4,466,000 . 

to 380,000,000 
I 406,098,000 

1937 receipts were esti mated at 445,000,000 
The 1937 Budget as approved was 457,000,000 

The 1938 Budget will amount to 418,555 ,000 
which will be dis tributed aa follows: 

Legialative - - - -
Presidency - - - - - - -
Judiciary- - - - - - - -
Gobernacion (Interior Dept.) 
Foreign Relatione - - - -
Department of the Treasury -

1 of lfational Defense - -
Agriculture and Development - -
Communications and Public Works 
lf ational Economy - - - - -
Public Education -
Public Health - - -
Labor - - - - - - - - -
Agrarian Department - - - -
Forestry - - -
Indian Affaire - - - - - - -- - - -Physical Education 
Preas and Publicity 
Social aaaiatance to children - -
Attorney 1 a office­
Investment• -

- - - -- - - -
Public Debt - - - - - - - -

Total, - - -

5,500,000 
1,500,000 
4,075,000 
6,93>,000 
4 , 350,000 

29,000,000 
84,400,000 
37,935,000 
73,100,000 
8,360,000 

67,260,000 
13,900,000 
1,960,000 
9,705,000 
3,3>0,000 
2,500,000 
1,100,000 
2,400, 000 
5,530,000 
1, 000 

23 
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In the budget for Qobernacion (Depart­

ment of the Interior), S,OOO,OOO Peaoa are appropriated 

for works in the Territories of Lower O~ifornia and 

of Q.Untana Roo, and there ia a larger appropriation 

to de?elop tourist traYel into Kexioo. 

I n the budget for Agriculture, 

30,000,000 Pesos ha?e been appropriated for important 

irrigation works. 

In the budget for OOIIliiiUnioationa and 

Public Works, 20,000,000 Pesoa have been appropriated 

to build railroads, and 13,000,000 Pesos to build 

highways. 

In the budget for National Economy, 

3,000,000 Pesos have been appropriated to erect hydro­

electric plants. 

I n the budget for Indian Affaire, 

8,500 ,000 Pesos ha?e been appropriated to educate the 

Indiana. 
In the budget for Inveatmenta, 

20,000,000 Pesos ha•e been appropriated to inoreaae 

the oapi tal of the Rational Bcl"lt of Agrioul tural 

Credit (Ej1dal), and 3,000,000 Paao• to 1ncrea•e 

capt tal of the Bank of Indue trial DenlopMnt. 

the 

AB to other branch••• important 

econ~ea were effected by eliainating all auperfluoua 

expendi turea . Regraded Unclassified



-3-

J'roa the preceding elate it •ay be eeen 

that conditione, froa a budgetary atanclpoint, are in 

general qu1 te aatutaotory. A. oonaerTatiTe budget hu 

bean for.ulated for 1938, haTing taken into conaicler­

ation a possible reduction in receipts due to the clrop 

ot international prices of our e:q~ort products, which 

probably will result in !'- lower tol~e and value of 

our expor ts, imports ancl taxes <?n metal production, 

particularly industrial metals (l~ad, ·zinc, copPer). 

THE SITUA.TIOI or OCR 

awliT SYSTD 

1 - u the Bank of Jo.griou1~al 

Oredi t (J:j1dal) hacl to finance •all tamers who 

receincl land of La Laguna ancl in Lowe7 Oalitornia, 

that Bank had to obtain heayY loans fr01a the Bank of 

Kexico, w1 th the guarantee of the OoTer011e11t. 

a - The aboTe resulted tn a large 

credit to the OoTernaent, by the Bank of Kexioo, for 

oYer 70,000,000 Pesos. 

3 - oropa in La Laguna section were 

unaatiafaotory, and the Bank of Agri oul tural oredi t 

(J:j idal) has been unable to liquidate ita oredi t w1 th 

the Bank of l(exioo. HoweTer, 80,000 bales of cotton 
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and cotton seed worth ~proximately 30,000,000 Pesos 

(eatiaated at 14~ U. S.OUrrenoy per lb. , price in 

Mexico) -strict middling 1 1 - are in poa .. aaton of the 

Bank. The balance te represented et ther by crop louea 

or by loans, PaYable w1 thin 4 years, for farming equiP­

ment. 

4 - Arrangements w1 th the !Jati onal Oi ty 

Ban It of New York are under WaY , to pledge this cotton 

and thus reduce the credit extended by the Bank of 

Mexico to the Bank of Agricultural Oredit. The loan 

will be for t lO,OOO,OOO (U. 8. Ourrenoy). Cotton, 

sugar and henequen Will be pledged. 

5 - The c redits extended by the Bank 

of Mexico to ths GoTernment have reeul ted 1n: 

a) Higher prices due to an increase 1n 

curr ency in circulat ion; and 

178 

b) Lese public confidence in the soundness 

of the Bank. 

8 - Higher prtoea 1n Mexico, and lower 

prices abroad, haTe brought about a r eduction 1n the 

voluae and Talus of our sxporte, and an 1noreaae in our 

i mports, all of which has r elllllted in lower aatal. raBBnsa 

of the Bank of Kexioo. 

7 - This shrinkage of re .. nea, added to 

lase public oonftdence, resulted 1n axoeasiTe demand of 

f oreign exchange by speculators, thus creating a 
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difficult eUuation for the Benk of Jlexioo u regarcle 

ite reaenee. 

OIL 

The Jlex1 can Government owns valuable 

oil reserves. At the proven section of Poza Rica , it 

has IUniJiua royalties of 13,000 barrel• ada.)", to be 

received by the Government beginning September, 1938, 

as per agre8111ent eigned by t he Aguila Oil Oo.pany. 

Besides thie, the Government also owns oil well& being 

drilled by the Governaent iteelf. At the preeent tt.e 

it baa under production an oil well yielding 

a,pprox1mately 4,000 barrel• a <!.ay, and it 1B drill11l8 

t wo other well&. larly next year 3 or 4 more Wflle • 
• 

will be drilled, and it iB eetimat'd that by the end 

of 1938 the Government will have in that &ection a 

production o f at leut 40,000 barrels a da7· 

r o develop ita oil reserve• in Poza Rica 

and the Panuco eeotion, • aa well u in the Iethlnle of 

Tehuantepeo, the Governaent neede: 

ror drilling wort, •.•..... • 5,607,000. 

r or two refineriel with a 
caPacity of ~.ooo 
barrel• a dey,...... . .. . 8, 785,000. 
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'l'he Mexican Go•ern.ent is also interested 

in acquiring a Blllall Merchant Karina for coasting-trade, 

with 10 Ships (5 of 1 ,000 tone, and 5 of 300 tone), 'l'heae 

10 ships, it is estiaated, will coat t3,475,000 (U. s. 
Currency) . 

Britiah firaa ha•e offered the Go•ernaent, 

w1 th the guarantee of the oil froaa its reserTes, a loan 

of t lO,OOO,OOO (U.S.Oy.); te,?SS,OOO for oil refineries; 

t5,607,000 for drilling work, and t3,475,000 to purchase 

the ships , i.e., a total of ta5,867,000. oo • 

• 

To solve the acute problem of the Bank of 

Kexioo, it is belie't'ed that by means of: 

a) The Departll8nt of the Treasury of tht 

United States obtaining 35,805,000 ounces of enver at 

45/J an ounce; 

b) AD advance of t lO,OOO,OOO u. 8, Oy., 

as per previous memorandum; and 

c) The certainty that in 1938 the Depart-

ment of the Treasury will continue to purchase silver 

produced in Kexioo, 

the Bank will be able to aain,ain excnange at the preeent 

rate of 3. eo Pesos per Dollar, if tariffs are raised 

temporarily, just to what aar be strictly indUpenaable. 
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!'he Qo·nrnaent of llez1oo ~4 be 

deairoua of oonoludins arr~nta in tbe Uni tad 

St ates, of a ai~lar nature to those propo884 bJ 

Bri Uah firaa. 
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(Jipe'IW ) dnft) 

Budget 

oo .. t.be 193'7 'badcet !Delude -~ 81ji8iiid1t-· 

or onl,y replar e~q~eD41~11? 

Could w obta1a a it-1-.d ste~ rtl tile 1936 ad 

1937 bud .. t ad 1t..S.Md n...- et~tiate tor 19381 

Jn the npl.autioll ot t.be 1938 badpt it 1e etatecl that 

t.be Interior Ilepa1aent 1a &PJA opr1.at1ztc 110re thaD 30 ld.llion 

pe110e tor ftriou jAU pa11a, ;pet 1.D the badpt tbie 1tea u.­

clud•• onl,y 7 a1ll1on peeoa, Ie the r 1ader 1ncl'lldad 1.D 

.... other itea tbet 1a llatecl 1.D the bQdcet? 

On tba itea for Agrioultve1 30 w1111on peeoe are etatecl 

&I b&Yi.DP bMD •liP op 1.atecl for iapartaDt SrriptioD 'lllll'b, 

1e the 1 m t1 nhr 7 llllllon iJ!dioatecl all tbat 111 co tar to be 

expended Oil ou.r arrioultural appropriat1one? 

In tba budpt for lational !coJKWT 20 .U.Uon peeoe baw 

been 1tetec1 u 11n1.ar bMD appiojW1atecl to ~ ~o 

planh, wbanu 1.D tlla ttlml lat'--1 !n" o ODl,y 8 w11lt011 

ia proYidad tor. Ia t.be r1 1iiider to be expended Clftl' hter 

rear•? 

Tben 1e aa it. 1.D tba 19)8 propoeecl budcet of 3].,6 aU­

lion re- tor ;dll1o debt {81a1lar itlmll of fti')'1.Dc -te 

•n• iD 1935 aiiid 19)4 ..,.ta), Ie t.bat -all to be uad 

for •nioiDif ~ r111 t ~ 'boDda? 

What baa bMD tba total of bOlide 1.-4 bT t.be r.deral 

llow.._t duri.Dif -tba put. u.ne 7M"f Wllat 1a tile wwieel 

iDtereat rate ad tile Pft-' •lli.De prioe of tbaw lloiiUt 

An tile t..sa 'llb1eb are obtalMd traa U. 11 r 1 'I ot 

b~t.q boada, ad .... tba expeiiid1'- ot tlla• ,_. • 

eluded 1D tba 1936 ad 1917 'badptef 

182 
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Ie the conte.plated. 110 _.,, .. lou tr. Rrit.ieb oil. 
tntereeta aDd tbe b.o w1111oa lou tr. Jau-1 Ci\7 B111k 
(on cotton, coffM aDd h q'GiJI collat.nl) iaol'llded in 
the antieipat.d receipt.• of aeo for 19,38! 

Stat.-trt. 1111la1tted. etatee that Proftll MOtioua of Pou 
Rica will yield """'- 0'07alt1 .. of 13,000 barrels a dll,r. 
Does that retar to 0'07alt1ae it 13,000 barrel• or m 13,000 
barrels? 

Doeen't conte.plat.d procludiOil trca the A«u1l.a ~ 
durin;! 1938 (11b1cb pre~ w11l )'1eld a ro,e.l\7 of 
13,000 barrele a da;r) cSepnd upon a aett~ of the court 
questi on with respect to tbe Sabeo-Dawi.e claiM? 

Report.d that the ~guila -• 'l!ack tu88 of 6o llilliOD 
pesos . What proportion of tbie 1e 1ncluded in the antici­
pated ....,.,_ of 1938? 

What portiOil of tbe O'Qtetanding debt of the P'ederal 
and Local 00ft,._t,e 1e not in co.plete default.? In partial 
default? 

Are the• ~ bonde Ciftll in ~t for roed ba.Ud.­
ing, or do tbe OCIIItractore haft a choice of takiM; caebf 
1\'hat proportioua, 1t &IV', or the b1Pa:r bonds ielll18d wre 
issued to foreica CODtraotore? llbat ie the preMUit .arttet 
value of the hScbWT bond e? 

It bae ben repartee~ tbet " .UUoa peeoe 11111 be IIMdecl 

to tina.- the ~ ildutl7 DUt eprinc. If eo, where are 
t he fmde expeeted to - treat 

Are UV' official eetillatee anilabla of tbe total 
r.,errue ;rtalded b7 tuat1oa of r-ica aned oorporat1-
and !oreip aned j4'0p81 t)! 
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foreien Trade 

lbat i s the total of 'Mezi•' • t.paria 8lld ~ tor tile -tile 
or Jul:Y, August., Seph•'ber, Ootobar, los 'e: 1m? 

184 

Does the gOft..-nt bne ....u..t>la data ot t-~ tnda t,. lalld­
ing c01'211odit.iee and bJ coantri .. for 19)6 ad tint. 1liBe .....tba of 19)77 

What proportion of the 1Jiport. clutS.a aDd apeoiel iJiport tax dou 
the l!exiean Oo~nt perait tore~ exportere to PIQ' in ton~ cur­
reneiee valued at 1- than the ortioiel ratef 

The o'ficial pttblication Rniata ~ .....,....Of I lltadiatioa wb1ch 
contains Yal'iou.s atat.intioal eeri.ee w are illtareated in bae not ban 
recei ftd by us since S.pteaber ~ Wa heft written tort'- -rel 
tl.Ms but heft not :ret reoai'Nd later i •-•· 

BanJd.nt: - Gold - SU!!r 

Tlhat is the aaount of llex1can Goftn.ent bonde in porttolloe of 
banks in l!exico? Are an;y long-tel"lll or goftrm.nt obligatione included 
in t he assets of Bank of llexico? 

l'lhst proportion or the deposits aDd eight obl.t«etiolls of the Buk 
of !'exico repre111111t required re.....,.a ot other bulks! 

llbat is the c.-poeition of tile "Stabillution• tlllld wllicb appean 
in i!anlc ot ~exico eta~? 

Is there an estiute eftil.able of the uount ot tore~ depoeite 
in liexiean.-oorned bulre7 

What is the • epeoiel proneion• it• in the BanJr of lleld.cof 

What are pre,.,,,. rate• ot interent on nriOIUI oatecoriee of loanlo7 

'ihAt 1e the ...,~ ot depoeite - deuDII depoeite aDd t1e:e depodte-
ot all banlce in Vmco7 

!low mch fore~ _..llb1p ie u-e of llai- b&Dkef 

Ro~ what propor\ioll of t.ba 'baainlaa ~1- in lla1eo an 
conducted by check? Are tiler& UJT data aa cliNk~! 
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Bow -.oil ot U. .u_. ...,.., ..S ot tM aelll ...,.._ 18 pa ' ut 
bT tore~ ..s-1 

185 

Are tben m, ott1o1al ~ of t.11e ~of u. t~ 
QIIMd produot101l 1lbiall 18 Pi ' If liT .-ai.oD etpltal ..S 'llllat pro­
portion bT Briu.b o.pitalt 

aa ... 8lli1 lltud1M be.a _. of t.11e .UYV n.-- ill vmcot 

.ve 8lli1 onaatea an1leblo ot U. total ut1.aae1 1=a- of 
ICexieot 

Foreim emb'P" 

Are tbere m, rutriotiOile 011 tbe pvchue of epot dou..n or 
epot aterliD& ui.de rr- tbe upital aport tat 

'llhat 1a tbe TO~ of ~ 011 tbe •black" urUt for 
dollar uclwlp ....S wbet pr.i- 1a paid tor dol.l.ant 

How e!teetin ie the tax oo capital aporte , end how llllCh hu it 
yielded 1D 19377 

What ie the enaate of tbe -t of capital withdrao durin& 
the put three .oot~w? 

Haa tbe Goft~t m, larp fonisn c-s.t...te it met ..to 
during tbe out f- .aatbe oo aceow>t of coode ~ pvchuedt 

How -.oil blDcbd ..nat do t1ru ill llaioo _, At 'llbat diecOIIIIt 
are U...,. beillg otfendt 

Btlaps;• o.f iR'itmK''=•l -· " 
Ie tbeN ap11ebla a a 1 ~ of U. ...,,_ of ~ 

national ~te tor U. :raar 1936, -sa pre11•'M'7 ..U..W tw 
1937! 

'llhat 1a tbe ·~of diT.tdencl• ....S illtenat (or withdr..t. 
of e&m1Dp) ~ pilpble to toreicDeft Sa1938 ~ "«'doM 
enterpriaoa or ll«dcW' bol'"np' 
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.aend* t 'p 

'lbat. 1a * teW. et +*'" 1*1111 p&WIIr, ' n Gee ' 
tor ~~_..__.._.._,....tu 's al 
Jhat 1a tbe total- wW "sst '"ta.. .._.. .._ wslnl _, 
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( 
Operator : 

H.!I.Jr: 

coo.tii'an: 

H.li .Jr : 

c: 
H.!J .Jr: 

0: 

H.li.Jr: 

0: 

H.L!.Jr : 

0: 

( H.U.Jr : 

C: 

H.IJ.Jr: 

0: 

H.U.Jr: 

o: 

H. !.!.Jr: 

C: 

H.!.!. Jr: 

0: 

( 
H.U.Jr: 

00 aheed. 

Mello. 

Mello. 

OooiU'aD? 

Yea, Mr. Secre~&r,J . 

Where are ;rou? 

I'• at hoa e. 

Dee hr •• 1117. 
Oal6 a.a. 

• 

Well, tha~ 1 8 wb,r I called 7011 . I ~h0118ht J OU'd be 
a t hoae . 

---~ 
Yea . 

Now, first . Wl111 Rietler 11 back and he aa11:111ae about 
Protea~or R4.it. 

Yea. 

Now, wha~ 1 s the answer on that? 

I aaw Professor Rl&t at one o' c l ock . 

When? 

Yeeterda;r . 

Yea . 

Me U. proa1eed t o coae 1.n before, but he hatl been 1.D 
London, and dld no~ ••• Bonnet un~1l Jua~ a tn dqe 
aao . 
I eee. 

RII.U 11 Y&r;r nerYOul abcu~ ue whole ~hq. 

Yea . 

Bald tAa~ Bonnet. 1e atrald uat. 1t be soea oYer oD u 
ott1c1al 1DY1t.a~10D -

tee . 
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c: . 
a.JI .Jr: 

C: 
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- that eYei'J'oDe will th1Dk torelp clebta ere up. 

That what? 

That forelp debt queation ia ooai111 up. 

I see . 
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And Riat would llll:e t o be abl e to 10 oYer and aa:r tbat 
be bad busi ness t or one ot bia banks - he' s on the 
boards ot these different French banks. · 

Yes . 

And then, be sai d that the French are conaider llll a 
new Alllbassador. 

Yes . 

see? And Rist thinks tha t t his may be 
announced 1n a very few days . 

Well , it ' s been announced over her e • 

. Well, I know the t hin& i s out, but there ' s been nothiDI 
offi cial on it so far . 

I s ee . 

And Rist said that it al&bt cause conYer sati on tha t 
be was going on anytbin& llll:e an official trip 
Jus t when a new Aabassador i s soln& over. 

Oh l Well, boUing 1t all clown, what ' s the anawer? 

Wi ll.i111ness on bia par t , and asked ae 1t I wouldn't 
s ee Bonnet. 

Yea . 

And I said, •well , we•Ye put it up to you c11reotlyJ 
we don't want to do it UDleaa ••• 

Yea. 

• • • :rou can coae oYer freely and enJo7 7ourselt • • 

fhat 1 a rlaht. 
And he aald, "Wel l, won't 70u •• • BODD8t?• But 
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BoDJWt1 -~ talldnc to ha, aa14, well, he, BoDDet 
would ~e to go oYer tor a couple ot weeka bt ... it, 
it he had t1ae. 

I see . 

And really I got the - that is, there's ~t a little 
bit - you could almost call it Jealousy. 

I see . Well, I don't - it's not important enouch, aa I 
told you, to press it. I don' t want tou to press it. 

That was - that's tbe W87 I explained it yesterday. I 
said, "Wel~, I can go see Bonnet tor a cal~, because 
I haven' t seen b1m a1nce I•ve been back tr011 Wasb~ton." 

Yes. 
And be said, "Wel~, be told ae tbat be wanted to see you. " 

Well •• • • 

So I put 1n a request yesterday to see him wben it • a 
convenient . 

I see. 
I can Just make that a New Year ' s call, and he can 
figure it out. 

Fine. 

But another tbing be said was tbat "hadn't we better 
talk -it over witb tbe ._bassador?" 

Yea. 
And I said, •Well, we baven•t taken it up otticiallJ 
yet.• I said, •It's better not to have an official 
invitation until we get tbis tbing decided as to 
wbetber it ' s wise tor you to so." 

Tbat•s right . 
And so it was lett tbat way. And be said, "W•ll, 
wouldn't it be beat to poatr,n• it?" I said, .. ell, 
consider~ tbe W87 J OU tee 1 I tbink I sbould Just · 
tell tbat to Mr. Morgenthau." 

To - to bave it postponed. 

Postponed 1ndet1Ditely. 
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All ri&bt, tbat'a ••• 

Until conditiona are a little better. 

All ricbt, let's do it tbat waJ. 

Fine. Today tbiDis are not aood at all bere. 

Uh-hub. 

I Mean there ' s a aeneral strike wblcb involves 
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the 1a0tor bu.es, the garbage trucks, 
and it seeas like it's apreadina to light and in 
water. 

I see. 

They're having a special cabinet today at 3:30 tbls 
afternoon. 

Ub-bub. 
.lind tode,y everything is upside down. The franc suf­
fered quite a slump this morning , and by twelve o 'clock 

had l ost a million three hundred thousand 
pounds. 

H.II.Jr: Yes. 

C: 

B.ll.Jr: 

C: 

B.li.Jr: 

1.• 

l!.II.Jr: 

C: 

H.K.Jr: 

C: 

H.ll. Jr : 

Now Cochran, I want to ask :you a question. 

Yes, s ir. 
• Do you want the title o! financial Counselor? 

I think it would t1 t me very nlcal:y. 

It - it would what? 

Especiall:y when I've been back there. O! course tbe 
only tblng I had talked about was the title ot 
Counselor. 
Well, I mean, would you like the title ot Financial 
Counselor ? 

I abould prater it, 1t it's all rigbt. 

You sbould preter it. 
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Honeat.l.Y, I would. If u.•a asreeable t.o you. 

Well, 1t. 1 a all rlsht. aa far ae I'• oonoerned, beoauae 
1t. 1 a wb&t. w1ll aake your work ~e ~at. effeot.1Ye. 

Tbat.1 a what. I t.h1nlt. Do would be more etteot.1n t.hlt. 
way t.b&D t.he ot.her, but. I don't. - ~ l1ke 1t. bet.t.er. 

Well, you're - t.hlt.'a, -well t.hat. 1a what. t.hey want. 
to g1Ye you ~. 

Well, 11' 1t.'a agreeable t o you, 1t.'a oertalnl,y agreeable 
to ae. 

Well, I -an 1t. 1 a - suegeat1on ooaea troa your euper1or. 

Yea , 1t came trom h1a beoauae the other ..n ~oean't. 
want ae as a counsel or. 

Well, but your auper1or doea . That'• -

It.'s agreeable t.o h1m aa lons aa I don't haYe exactlY 
the same t.1tle as W1laon. 

No, your tit.le will be Finano1al Oounaelor . 

Yee. Well, if that's agreeable to you, it'e qu1te 
all right. You know I don't. want to eabarra11 you 
any way at. all. 

You can't. eabarraaa ae. 

I hope. 

Well, I -

It would be a aore ueeful title. 

Well, t.hen now I'll t.ry t.o haYe- I'll eee whet.her 
I can aell it. aoroae the et.reet or not., _you aee. 

Yea. 

Hello . 

Yea. 

I'll tory and eell 1t aoro11 t.o your Depart.llent.. 

'fhanlt you. 
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I don't know - I don't know bow the7 feel. 

K7 question was lllwtber tb.,- would require le1111at1on. 

Nell, tbey••e 1ot plenty of lawyers o•er tbere. 

And here 1n France sometimes tbey say Counselor aDd 
then in parentheses "Assi1ned to financial duties," 
sometbin, of tbat sort. 

"ell, all I wanted to find out is whether tbis •ould 
be pleasin, to you. 

l:.ntirely so. Very •ucb so. 

Hell then, lea•e the res t to me. 

Good. Fine. 

Uon't worry about the lawyers . 

All right, sir. 

Well, I wish you a happy New Year. 

Thank you so much. There• s notbin, else, sir? 

No, I really called up Just about this title business . 

•ell, I had pl anned t o go t o a get in 
t ouch wi tb Jlr . Bonnet about this other tbiDI. 

All right. 

All right. Fine. Well, happy lfe• Year to you and 
your faaily. 

Thank you. Good-bye. 

Good-bye, sir. 
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IDI,Jr telephoned Ja118a RooeaTalt at lh30 tod&J 
and the following 1e a repol"t of their oonYareaUon: 

IDI.Jr: Do :rou look attar Rural llaotl'1fioationt 

l:.,!h: Ve1'7 ind1raotl;r. 

IDI.Jr: 8o•bod7 from the Wh1te Houea ollght to 
take a looli at it . I wae talking to Oaraod;r and he h 
an awf ully wild fallow. Be h a big aona:r apender. When 
l!orria Cooke wae there, be would alwa,ya aaa the Pree1dent 
and cheolt everyt~ng he d1d with !Ua. I gather now that 
Rural Electri fication i8 on a ver:r oowpatitiva baaia and 
1s going to be one of our big apendi~ ~i-ea • •. 

J,R.: It i8 under Agriculture and I will talk 
t o Wilson about it. 

HW,Jr: It used to b e an indep endent ageno:r, 
responsible to the President. I did not know it wae 
under Agrioul ture. 

J. R. : Just a minute. 
It 1s an independent agency! 

I will look it up. Oh!Yeal 

IDI Jr: Aa far aa I know, no one ia aupervi8ing it. 
I think you 'idn fi nd that Oarmod)' i8 ridi~ prett:r !Ugh, 
wide and handaome. 

lS3 
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Go ahead . 

liello. Hello. 

liello, tbis is Al tllleyer. 

Yes . Tbis is llorgentbau. 

Yes. 

Dec•ber 29, 1937. 
3&02 p.a. 
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The r eason I'm calling you is this . I'd like to talk 
very frankly and straight froa the shoulder, if you 
don' t mllld. · 

All right . 

llr. Bartelt was in today with a letter of further in­
structions to bis men, and I sai d I wouldn't approve 
i t. It seems to be a lot of trouble about our men in 
the field being called in to a ssist on this unemploy­
ment insurance, and the trouble is with your man - the 
man you brought over here, what ' s his name? 

Wagenet. 

Wagenet . And I told Bartelt this . If you don't mind, 
I 1d like to tell it just the same to you. That the 
understanding that I had with you, I thought, was 
agr eeable to both you and JIYS&lf. How I don't know 
what ' s happened since then, but if you care to write ae 
a letter inviting us t o send these men to contact 
whoever your number one man is in the States, and not 
to pocket him down in one corner with the accounts, we'll 
do it . l ow, if you don't want to do it, we 1 l~ forget it, 
see . •nd as t ar as I'm concerned there won't be 8llY 
hard feeling . But I '• not going to run this show as 
t hough tbis was a foreign embassy and who should call 
on who first, and that our men have to s i t there until 
we receive a call from your state representative, which 
is just nonsense, and we couldn' t do a job for you. And 
then, t hat wasn ' t the way I under stood it and if you 
feel you don' t need the Treasury people, we've sot 
plenty to do, and we'll just call i t all ott, see? 

lo, I th1nlt - I 
llr. llorgenthau. 
it. 

think - I think ;rou1 re wrons, 
Bare's the situation as I understand 

B. II . Jr: lo -
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I talked with Waceuet betore I lett to be sure -

Yes . 

- that be and Bartelt were in agreeaent. 

Well, they 're not. 

And be told me that be met with Bartelt, Frida7, 
last week. 

Yes. 

~nd worked up a plan or procedure. 

Yes. 
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J.nd "' spoke to him a gain, Just rester~, to be doublT 
sure, and he said be thought it was all satisfactory 
and would work: out well. His thought was this, that 
he's got his people already out to these twenty-two 
s t ates and that he would arrange with them to have the 
Treasury people come in when needed, and I said, 
"Vfell now, does that mean you are actuall7 going to 
call upon these Treasury people, or Just going to 
forget about it?R because I had pretty near the same 
fear that you have, that be was pocketing them, and 
be said, "No, by no aeans; tbat doesn't mean that." 
"Because," he said, "I think: there will bema~ places 
where they wi~l be needed and urgentlT needed. But 
he s ai d be thought that they . could get a bette:- tocus 
on the thing in tha t way and have it less obj:rusiYe 
to the states, if it were worlc:ed that wa7. 

Well, both Bartelt a nd Bell reel it's entirely 
unsatisfactory. Bartelt expla ined it to me. I didn't 
know anything about it. Be c1111e in this aorning - that 
you people have three diYiaions in the field represent­
ing Social Security, one of which is accounts, and that 
bad to do with keeping the accounts, and that it your 
man in the field thought there was aomethiq tha utter 
with the accounts and nothing else, be 1d call on their 
head. Now, they gave m~, t or example, the situation 
as it was last week: in laaaachusetta, that 7our people 
there have got t•o lllillion c•rda to run - to run t~oucb 
a punching aachine . 

Yes. 
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And t.bat. t.he;r han - t.heJ' re two 111llion car4a 
behind, eee? 

Yee. 

Il .. ~c Just. using that. ae an •DIIPle. 

Yea . 

19S 

And Bart.olt ea1d that he wouldn't - M~il fllelc - that, 
he oouldn 1 t do the Job that I dell&lldod ot h1111 that. he 
do, 1t - not demanded, but expected ot him - it the 
arrangement was ae Wo.genet wanted it . 

Uh-huh. 

Now the reepone1b111t7 is - the otter we aade ie too 
b1g a one, and it J OU don't mind my ea;ring 1t, too 
generous a one, tor us to go 1n the t1eld and onl7 
eee one-third ot the operation. 

Yea . 

And tor my man to walt there until your state 
ropreeentat1ve calls on h1m, make• a tormal call on 
h1m, wh1oh i s Just nonsense , attar all we're not in 
the d1plomat1o eerv1ce, going to walt until somebody 
drops a card at your bouse, and eo I told Bartelt 
to call i t all ott until I'd spoken to :rou, and 
not let the men do anytl11ng unless, as long a8 there's 
t.h1e trouble with Waganot~ , unleee :rou decide that 
:rou will or will not write ae a letter aek1ng tor tho 
Troaeur, t o ae8iat . Now, 1t :rou don't want to do 1t., 
I 1• perteotlJ eer1oue, we 1 'f'B got 110re than we can 
attend to. 

No, I want :rou to, and I'll be glad to wr1to :rou a 
letter. 

Y~l. 

But I think the whole propoe1t1on i8 how to get the 
men t o t ooue on the Job in the particular etate,t1ret., 
eo that the .states won't. get on their hlgh horae, 
eeoond that theJ won 1 t. undertake t.o pass the buck 
to the' Federal Qo'f'ernaent. tor &D1 breakdowllB t.bat. 
occur. 

Well, 1t.'e :rour - l ook, old aan, lt.'e :rour re­
eponeibiUt.J, and I want. t.o rt~paat. agalD, wllatoB'f'er 
:rou decide 18 all rlght. wi~ ... 
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Yea. 

But Wacenet looked - iapreaaed ae the da;y he was 
over here - I aean I don't think he cot what I waa 
tryina t o do at all. 

Oh-huh . 

He evidently basn1t, and I don't want the Treasury 
to take on a Job on which they're licked before they 
start. 

Yes . 

So, if 

Let me do this . 

Vlbat's that? 

Let me do this. Le t me get a hold or Wagenet ri&ht 
away and have b.1m go over and talk with Bartelt end 
then call me back, and see if then - if they can' t 
come to 8 working arrangement . I think it•s just a 
matter or straightening out the technique, rather tbsn 
- rather than the purpose . I think we• re 1D agreement 
on t he purpose entirely . 

I think you and I are, but I don't t hink Wagenet 
will ever agree to it. 

Wen, I th1.nk be will . l ow, here's the onl.y tblng, and 
I thought your people were 1D agreeaent on that - tbst 
they can, 1D 8 short time, get all the fine points or 
benefity payment procedure, and I mean the fine points 
ot the state laws, in their mind . They would bave to 
know enough about the state laws in order to help out 
on bottlenecks that develop in the procedure. 

Yes . 

4nd therefore my underatand1n& was that they were 
aoina to acquire a aeneral knowledge or the beuetit 
pr ovisi ons or the state laws, but not undertake to 
operate the - the benefit or claias procedures be­
cause t hey wouldn't bave the tine points sutticieptl;y 
in a1Dd to be able to edvlse tba atatea on bow to pa;y 
a particular clala, tor example. But they would 

understand it auttlolentl;y ao that they could 
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help strailhten out procedure aad bottlenecka 1D 
the procedure as th.,- ooow. low, wasn't that 
your UDder~taadlJI&? 
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Nell, you - you're gettiDI too technical tor aet 
now. All I knOw is that Bartelt said he can't ao a 
Job tor you under the rules laid down by Wagenet. 

Well then, the thing tor ae to do is to get a hold 
ot Wagenet right away and have h1a get in touch with 
Bartelt and straighten it out, and then call ae kok, 
because -

Well, I think l ou' d better - I think it would be 
helpful if you d talk to Bartelt d1rectl7. 

All right. I'll do that too, 

I think that that would be helpful. 

lt'ell, I tell you, why not - I'll get the two of thea 
together and we'll have a three way conversation. 
I'm sorry I'm not back there now. If I had known that 
tbey weren' t in agreement I would have stayed - bello . 

Hello . 

Lt I bad thought that there was any possibility of 
disagreement between them, I certainly would have gone 
into the thing, but Wagenet assured me Just yesterday -

~es. 

• - that there was complete agre .. ent. 

Well, I guess - well, ell I know is that Bartelt was 
in t his morning, and t old me what I'm repea ting to you. 

~es. Well now, I'll - I'll get a bold or Waganet aDd 
I'll get a hold of Bartalt, and I'll arrange tor a 
three way talk, after tbey•va talked with each other, 
and see if we can't s traisbt en it out. 

l'hank J OUo 

I appreciate very aucb the spirit which J ou•re takiDI 
with it. 
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Well, it'• tyat - aad •• I ..,, it you decide 
you doD't -.Dt it, tbere woD1 t be aar teelilll bere 
at all. Jut chuck it. 

Well, I tbiDk it'• &raad ot rou to reallf be ooDOerDed 
about it, aDd I do appreciate it. 

Well tbank JOU. 

"11 r1cht. 

Good- ujoii. 

...,_ -

' 
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Yea. 

. . 
Dec.U.Z. 29, 193'7. 
4135 P••• 

One other thing I'd like t o olean up tomorrow. 

Yes, sir. 

1he old Post Office in New York. 
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Yes . Well , I can give you the latest news on that. 

Yes. 

• ant it now? 

No, I 1d liKe t~ have it tomorrow. 

See you tomorrow, and I•ll tell you. 

Do you think we can clean it up? 

Yes, I think we can. The t i me• s - ·Rorking it out 
just on the plan that you - I 've just gone ahead on 
your plans . 

Yes. Because Eddie wrote me and se.nt me a copy of 
the letter he wrote to you, end I asked 
to get the proper stipulations troa 

Yes. That's what we•re working on, and I talked to 
~ddie the other - yesterday, and be asked ae whet be 
could tell LaGuardi a , and I told hllll, "Jus t tell h1lll 
that we' re working on it. • 

Do you want t o know what the President wrote LaGuardia 
about it? 

No. Did be write him? 

Yes, be said, "I - you fellows a re too serious, thoucb; 
I drafted a f~ one . • 

Yes . 

•I wrote: •Uear Fiorello: - •• 

Yea . 
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• •I ha't'e JOW telepou ot »eo.._ l4tla Wore •J 
I 1•taer trOll tlae ... tlaat tJae leoretar,r ot t1ae 
Treaaury ia outaa'f'iDc ae.•• 

• 
I ea . 

"'It you insist on beiDI teacher, I wlah to warn 
you that teacher oan be touaher than the Secretar,r 
ot the Treasury. • • 
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Then he puts down: 1Botation by the President: Brinl 
the t1Ye a11lion dollars with you.• 

I' ll see that you get a cow or this. 

Oliphant: That ' s good. 0.1. 
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I han about u4e 1QI 111 111nd that all theee 
long negotiation• with llex1oo are the bunk. I have 
come to thia oonolueion after reading Dr. lluarez ' aeiiO­
randum. It eeeme to ae that the thing we ought to do 
is to buy wbatenr ailTar the lleld.oan OoTernaent bae 
tor sale and help them out .!llmt and let the State De­
partment do their own horee~a41ng. !here are too 
many anglea to t r.1e ei tuat1on tbat I do not underetand 
end they do not emell good, and, therefore, I would 
rather confine 1a71elf to the atr1 otlr confidential 
end of the deal and let the State Department do 1te own 
negotiating. 
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J'ROII: aerlou Ia-..,, Jut. 

DA'l'l: D•o•ber ae, MOll 

10.1 1781 

J'RQI OOOHRAI. 

203 

Strike effeou .... th18 110rn1Ds etoppe4 Parle ·~•. 110tor 

buaea &D4 garbap truou. Oablllet •••UJii at lt!O th18 after­

noon to oonalder eUuaUon aD4 to prnent eprM41Ds of •trllt ... 

There hae been S...e41ate •harp reaoUon on f:rano. J'renoh 

control had loet 1,300,000 poUII4• bf talTe DOon, but pre .. ure 

whioh had been hea~ earlier in the aorniJii alaotene4 between 

the houra of elnen aD4 twel••. 

BUD 1'1"1' 

• 

• 

U:Dll 
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SEcrEtary of StatE, 

Washington, 

808, DECembEr 29 , 6 p ,m, 

GRAY 

London 

Dat£d DecembEr 29, 1937 

Rto ' d l tSS p .m. 

FOR TREASURY FROM BUTTER'"IORTH 

204 

Activity in thE city is at low tbb dut to thE 

abstnct until tht NEW YEar of tht majority of rtaponsiblE 

officials . 

Tht strikEs in Paris crtattd a dtmand for stErlingJ 

tht Bank of FrancE hEl d thE rat£ fairly rigidly with tht 

rtsult that although thEy lost somEthing ovtr ont million 

pounds in thE morntng, th£ prEssurt ltsstntd 1n thE 

arttrnoon, IncidEntally tht Japants£ wErt stllErs ot 

dollars. 

Ytsttrday ' s announcontnt rEgarding Mtxican silvEr 

continuEd today to stimulatE thE dtmand . 

JOHNSON 

?I'"IC :HPD 
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DatEd DECEmbEr 291 1937 

REc ' d 5:50 P• m, 

SEcrEtary of StatE , 

\7aah1ngton . 

17821 DECEmbEr 29 1 5 p , m, 

PRO),( CO CHRAll , -
Following an intEr-ministErial confErEncE thls 

forEnoon official communique announcEd that govErnmEnt 

would maintain order and opEration of public sErvicEs 

and had rEfused to rECEiVE a dElEgation from striking 

publi c utility wor kers until they shall havE resumEd 

their pos itions , Above announcemEnt hElpEd exchangE 

markEt slightly and French control apparently yiEldEd 

no spot ExchangE thi s aftErnoon although it di d intEr­

venE in thE forward markEt particularly thrEE months 

stErling, RentEs and sharEs hEavy. 

Rumor 1n regard to prospective French credit for 

approximatEly 50, 000,000 pounds on London markEt can­

t inute to I!J'OW, 

BULLI'l'T 

HPL zEliB 
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CA 

secretary of State , 

rlash!ngton . 

1785 , DECEmbEr 29, 8 p . m. 

PARIS 

Datrd Dco. 29, 1937 

Reed 6:22 p. m. 

Thc:rc ho.s be en a rcncwal of the atrikl: movemEnt in the 

Paris region in the past few days , affecting particularly 

food stores and war~ouse , and truck tranaport services . Th£ 

strikes in these two fields originated out of differences 

conctrnin~ salary increases to meet highEr living costs, aa 

well as differences concerning the renewal or collective 

labor contracts. After active efforts during several days 

by ChnutEIUps and the '!inisters of the Interior and Labor 

to Dltdiatc these difficulties , the situation appears to be 

that the employers o.rc willing to lean to dccieion by thc 

206 

Pri •c ll1nistcr questions relating to salary increases, but 

insist upon their right to take sanctions against the strikcra 

by rcfuai ng to reemploy a certain number of the latter. ThE 

r cprcocntativcs or t he labor \Ulions rctu~c to accept thio 

latter point, 

As soon as the atrike of the truck drivers had beoau 

r ff cctivc , th£ Government took stcpa to caourc thE dcli•rrr 

ot foodstutfa , newspapcra , et octcra , by thc ~mplOJIItnt or 

military trucka . 

E: D 0:: - ECTIOU ONE 

NPL E:.'J3 BULL ITT 
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SEcrEtary of StatE , 

Washington . 

ORAr 

Parle 

DatEd DrcEmbrr 29, 1~7 

Rrc ' d 6:16 p . m. 

1785, DEconbrr 29, 8 p . m. (SECTION TqQ) 

ThE strikE movEmEnt has now bEEn ExtrndEd through 

a suddEn dEc1s1on last night by the trade uni ons ot 

thE Municipal Public SErvicE Workers calling out thr 

EmployEES of thE Municipality of Paris and thE DEpart­

mEnt of the SEinE cngagrd in thE opEration of thE sub­

way and autobus sErvicEs , and of thE wattr, gas and 

tltctric compnniEs . ThE strikE in thESE sErvicEs ap­

pears to havE had two causEs (onE) thE griEvancE that , 

whErEas civilian employeEs of the National Government 

in thE City of Pari~bavt rEcEived an additional 

allowancE of approximatEly 100 francs a month on 

account of highEr living costa , thE Municipal Council 

has crantEd an allowancE for this purposE to Municipal 

EmployEEs of only fifty franca a month; (two) thE 

dEsirE to protcst against thE rmploymrnt by thr Govrrn­

mEnt of military trucks in connEction with thE strikE 

or transport sErvicE drivErs , and thErEby to 

aan1tnt 
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~S 2- No , 1785, DtcEmb£r 29, 8 p , m,, SEc , 2, from Parle , 

l!lA!lifC>J L c•.·J.idar1ty with thu E etrilura . 

Today the; atr ,,k£ has bEEn complEtEly ct t ccti n: 

as rEgards thE oper ation ot tht subway and motor bueEa 

and althougn taxis arE 1n ci rculation thE population 

ot Paris for thE most part hae walkEd to work. SkElE­

ton starts havE bEEn on duty 1D tht elEctric light, 

gas and water companiES and thErE eEEmS t o have bem 

no cessation of thesE s t rvioca , 

(END SECTION Trro) 

BULL ITT 

NPL : E!.IB 
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Sccretnry or Sta tr, 

T1uhington • 

PARI I 

Datcd DEOo Be, 1937 

REo4 &166 P••• 

1785, DecembEr 29, 8 p . m. (SECTION THREE) 

TherE was a mErt1ng th1a morn1ll8 or 1ntrrnt&:d Govern­

ment m1ni3tEra, at thr clear of which Ohoutrmpl 1aaU£d a 

strong statrmrnt , condr111111Dg thr leadrra or thr atr1kr 1n 

209 

tht public SErvices and atatill8 that thr Oonrnamt waa 

rcaolved to deal with thE situation "with thE grrateat energy" 

o.nd that it "could not admit on interruption of servicES 

indiopensible to the lifr or the notion", Fe addrd that the 

Government "wHl auurt 1n spite of all rEIIletoncr thE tunot-

1on1ng or thE aerv1cea and thE lllll1ntEnanoe or public ordEr• . 

A cabinet meEting 1s tak1ll8 place this o.f~rrnoon to cona1d£r 

mcoaurEo to deal with thr ai tuation. 

It is rrportrd that Ohautrmpa drolincd to rEorivr 

rrprrsEntotivEa or the municipal EmplQ7EEII on atrikr until 

after tbr lottrr hod rroumrd nork, and that the municipality 

1a taking thE &OlliE position. It 111 oleo rrportrd that ordrra 

bcve been is3uEd to the oOIII!UUldlng orriorra or thE Parle 

gnrr1oon to br prrparrd to takr oYrr it nroraaarr thE opErot• 

ion of the mun1o1pr.l publi c orrviora. 

(Ei:P S£CTIOll TllREE) 

BULLI'!"l' 

IIPL El!B 
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CA 
T'clo tcl£3l'QID must be 

closel y pcrnphrascd be­
fore bEin.:, cOimlunicc.tcd 
to anyone (A) 

:·/~shin,Jton. 

PARIS 

Dated DEc . 29, 1937 

Reed 6 : 05 p . m. 

1785, DcccnbEl' 29, 8 p . m. (SECTIO.' FOIB) 

As matters look ~t present, the best judgment we can 

form io tllc.t , with thE strong attitude t aken by the Govtl'n­

mcnt , the cbcnces ~rc thnt t hE c~ployccs of the public scr­

viceo 111ll back down and resume work. It is lil<tly that the 

Govcrruttnt will tc.ltc the ncccosary atcpe to sec t'lnt the mun­

ioipcl wo~·kcra get thE snmc allowance on the high cost of 

livinG ~a i o receivEd by Government employEEs but that it 

will do not~nz to this end until after work is resumed. 

The point which may give some cause for concern is thE ten­

dency, p:.•incipally on tlx l)'lrt of Communia t clements of thE 

lc.bor \Uliona , to continue thE a trikE as a protest cgairuJ t 

t.'lle Government's action in uoi.ng military trucks to move 

foodatuffa , end against thE n~ounced intention of the Govern­

ment t o tt-.lrc over the opcrction of the public acrvicco if the 

employcco do not 30 back to work . 

Par1a io calm and thEre arc no dioturbancco . 

'Ju LITT 

tlPL C:!D 
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EO GRAY 

London 

DatEd DEccabEr 30, 19~7 

Rrc ' d ~ :M p .m. 

SEcrEtary or StatE , 

Washington. 

813, DEOOIIbEr 301 5 Polli o ~. 

STRICTLY CONFitf:NTIAL FOR TREASURY FROM IJJTTERWOR'l'B 

WalEy of thE British TrEasury tElEphonEd to say that 

an announcEmEnt is to be mad£ tomorrow by thE CommittEE 

of British holdErs of GErman bonds to thE trfEct tnat thE 

prEvailing sErvicE arrangEmEnts which formally ExpirE to­

morrow will be extendEd by mutual agrEEmEnt for a furthEr 

pEriod. WalEy said that in rEality discussions had bEEn 

procEEding with thE Otrman authoritiEs in an attEmpt to 

rEach a morE satisfactory arrangEmEnt and that both thE 

Otrman authoritiEs and tht British committEE had comr to 

agrEE in principlE that it was not dtsirablE to continuE 

pili.ng up thE fou.r pEr cEnt tunding bonds. In ordEr to 

EfrEct a changE an arrangtmmt involving cash p&Jttt£nt• 

would havE to bE arrivEd at and thus ta:r thl: gap bttwEEn 

thE British and Otrman figurEs prEcludrd agrE£atnt. 

ThErEforE thE prESEnt funding bond schEmE was bEing con­

tinuEd but in Walty ' s EstimatE it would probably bE 

supplantEd 
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. 2- No , 813 , DEcEmbEr 30, 8 p, m, from London 

supplantEd by a nEw cash arrangEmEnt ln thE Enaulng month 

or two, QuEstionEd about thE Dawta and Young loana Walty 

admittEd that thEy had also comE up tor diacuaaion and 

statEd that it was possiblE that somE arrangEmEnt might 

in dut coursE bE rEachEd whErEby tht intErEst rtmittancts 

on thESE bonds would bt rEduetd in rtturn for tht rt-

sumption or &aorization paymtnts on an agrttd basis , 

Walty askEd that thE abovE information bE trEattd 1n thE 

stricttst confidtnet ; hE particularly tmphaaiztd t hE con­

fidEntial natu1•E of thE information rtsptoting thE Dawts 

and Youna loans which, I ~ay add, ht gavt mE with somE 

rtluotanoE . 

BEcausE of tht carEful wording and thE dtftnsivE 

tont adoptEd by thE PrimE MinistEr thE following ExcErpts 

from his lltw YEar mEssagE in tht HO!.!E AND OIPmE, 

ConsErvativE Party publication, may bE of intErEst: 

"With tull knowlEdgE of thE facts and tEndEnciEs 

I am satisfiEd that thErE is no tvidEnct to justify tort­

bodings of an tarly End to thE prEsEnt prospErity followtd 

by a suddEn collapsE into a stat£ of industrial dtprtssion 

which will bt '1orsE than thE last," Howtvtr , llr , 

ChambErlain gots on to say •It thErE should bE a temporary 

dtclinE in world tradE wE arc 1n an lntlnltEly bEtter 

position 
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- 3- No, 813, DEcEmbEr 30, 5 p ,m, tram London 

position to m£Et it than WE WErE i n 1931, As I havE 

pointEd out bEforE our capital position is much strongEr, 

our major industriEs havt bEEn rEorganizEd on a mort 

EfficiEnt footing , and our homE markEts, prEviously thE 

gap in our Economic dtftnsts, art safEguardEd by tariffs . 

So whilE WE may discount all thE EX.OggErattd talk about 

thE coming slump WE may at thE samE timE fEEl rEassured 

as to thE futurE in our capacity to mEEt any gEneral 

fluctuation in trade , Constant talk about a slump must 

nECESSarily haVE an UnSEttling EffECt CD Our pEOplE , It 

crtatts an atmosphErE of doubt and uncErtainty and tends 

to undErminE the confidencE on \1hich abovE all prosperity 

dEpends , Our Socialist opponEnts have recently talkEd a 

3rc~t deal about uhat they tErm 1 the coming slump '. They 

put so much zest into thEir gloo~ prophECiEs of a bad 

tine just round the corner that onE is almost forcEd to 

the conclusion that the (lish is fathEr to thE thought" . 

ThE franc strEngthEnEd during thE morning on nEws of' 

the Paris strike sEttlEmEnt but in thE afternoon the Bank 

of FrancE again had to givE support , ThE announcEment rE­

garding thE Canadian silver arrangEmEnt tEnding as it did 

to oonf'irtl thE impl'tssion nndE b7 thE MExican arrangEII!Ent 

created a speculativE demand for silver ~ich rosE 11/16 

pencE abOVE thE fixing pricE Of 18-9/16 pEnCE , 

JOBJISOB 

CSB 

2!3 
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LMS PLAD 

London 

Dattd Dtc~bEr so, 19S7 

Rtc 1d 5 p, m, 

Stcrttary of Stat£ , 

'1aahington , 

RUSH , 

814 , Dtctmbtr SO, 9 p , m, 

FOR TREASURY FROM Btn'TER''IOittH , 

Hith rtftrmcE to my tElEgram No . 412, JunE 

28, 7 p . m., British TrEasury announcEd this attEr-

noon that 

tion fund 

thE gold holding of thE British Equaliza­
(H>?'I;?'Jo,.,o•) 

as of SEptEmbEr SO totaltd S9,854, 000 fin£ 

ouncEs and that of tht(issU£ dtpartmtnt of thE Bank 
' ~, b f"h.s'o.t; Oob) 

of England amountEd to 76, 84S, OOO fin£ ouncEs on tht 
(~1/,of~ ]1.1', ooo) 

samE datE making a grand total of 116, 697, 000, As 

comparEd with thE figurEs givEn in my tElEgram rEfErrEd 
( f '/C.f,Jee,ooo) 

to abovE thErE is indicatEd a gain of 13, 180, 000 ouncEs 
("tN. O)J'ooo) 

in thE Equalization fun!'}, S100l, OOO in thE Bank of 
( I n,£, JJJ', ooo) 

England togEthtr totaling 16, 181, 000 tor thE siX 

months ptriod , 

Through ita opErations htr£ thE TrEasury is or 

coursE in a positi on to m£kt a calculat i on as to t br 

gold lossEs which bavt occurrtd during thE past tbrtr 

months , 
JOJDISOII 

NPL:EilB 

Regraded Unclassified



Stcrct&l7 ot StatE 

Waabi.ngton 

17901 DEcEmbEr 30, 5 p .m. 

PRCl! COCBRAl'f • 

CltAY 

PARI I 
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DatEd llEOEIIIbEr ~f 19:J7 

RIOE1VEd 8 : 22 p 0 m0 

Although striking munio1pal workErs rceumLd joba th1• 

morning, Faria ~xchangE trad.:ra arc not aatiaricd with 

general outlook. French control appEarEd to be giving 

stcrlin5 atcndintas thro~out thE day EVEn after 

letting rat£ al1p from 1470!Q to 30. Forward frano 

ot!crcd; rcntca weaker; sharca bEttEr, pnrt1cular~y 

1ntcrnat1onala, With French agc1n investing in gold 

mines . RenEWEd continental hoarding ot gold ia 

bringing to London more soverEigns from Canada and 

N1carag- .o. ' a Shi!Drnt ot tllo million one hundred thousand 

dollars ot cnglca trom Venezuela. Bank ot FrancE atatc­

mcnt today showed reduction ot Treasury dcpoait to low 

figurE ot 32, 000, 000 trnnos , but no cv1d£noc ot new 

advo.noca to atntc by thE Bank. On the omtrary tlhl:rE 

wau a alight ' rcduot1Cil E't'1dr:ntl7 duE to sa.: tcobnioal 

rcadjuatr.:cnt. Bonkl open but no ott1o1al Bourac . 

BlJLU'l"l' 

E'IB:JfPL 
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GRO;iP IIEETING Decaber 30, 193? 
91)0 • ••• 

Present: llr . 
Mr . 
llr . 
llr . 
llr . 
llr . 

Magill 
Ol1pbaDt 
Gaston 
Locbbead 
Upbaa 
Bell 

Oliphant: 

B.J . Jr: 

Gas ton: 

H.J .Jr: 

G~<ston : 

H • ..! .Jr: 

Uphc.cn : 

Lochhead: 

B.J .Jr: 

Guton: 

H. 'I.Jr: 

Oliphant: 

B. 'i.Jr: 

Collection or those clippings during that period 
woul~ be very interesting, wouldn't they? 

Yes . Will you (Gaston) spend a little time on that? 

Yes, yes . 

Who do you think ought to sign it, you or I? 

nell, I think offhand that probably I'd better 
sign it. 

Well , I ' m perfectly wil l ing to do what you think 
about it. 

All right. 

( Nods nothing) 

Nothing. 

Oh, Welles is coming at 10:45 . 

(On phone) Tell Barry White to be here et 10:45 · 

Of course, this statement about what the P~esident 
said is contrary to fact too . Said the Pr esident 
announced that the prices or r aw materi als were too 
high . Be didn't say aeytbiog like that. 

No . Well , I'd take a little - I'd take 24 hours 
on it. I think it' s very nice when we can find Kr. 
Krock orr on the wrong .root . 

David Lawrence had a very accurat e report or wbat 
the President said . I don't know whether tbe 
Nhite Bouse keeps it. 

Ob yea , thef Jteep a steao&raphic report. 
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Oliphant: 

a.u.Jr: 

Gaston: 

Lochhead: 

llligi ll : 

H. !.! . Jr: 

llagill: 

H. li .Jr: 

Gaston: 

B. :.l . J r1 

Gaston: 

H. AI . Jr: 

Gaston: 

H. \I .Jr: 

G&ston: 

-2-

Well , it was a pretty diaoriaiaatiDC statement he 
made . 

Well, · we have it too- bis statement on April 2 . 
He made a statement . I mean in tne argument I 
wouldn' t draw in Eccles, but Just tor ~ own 
information I 1d look up in tbe Fortune article 
just what Eccles did say about the pri ce of gold. 

Yes. 

Haven't got the s i lver price yet. 

(Nods nothing) 

I don't want to play poker with you. (Laughs) 

(Laughs) 

All right . 
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I read Kintner and Alsop today. They ' re all right . 

Yes, that's all right. I thought they handled it 
pretty well . 

Yea, particularly - t hey d r.as lfr. Ogden lUlls in on 
t h is 48 percent wrong. 

I like the way the Times is running the toing, takin& 
Alsop - tae things t hey like and that ' s all. 

'l:hat• s put out ti s a column. They have no regular 
columns and don't r un syndicate columns . If they 
find a ne•s story they want, t hey pick it up. 

~11 rigbt, wbat else? 

I have nothing . We have the conference at 10;)0. 

Yes . You better be i n - you and I better have a 
little dress rehearsal, because I think I'll have 
to say "No" about t en times today . 

Yes . 
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a.J .Jr: 

Gas ton: 

H • .i .Jr: 

Bell : 

a . .:t . Jr: 

.. 
2l8 

-3-

Certainly, on when tbe dlYer atatHent is 00111111, 
you can answer it, •Well, tbe President answered 

·all or that .• 

Yes, yes. 

(Bell comes in) 

Hello, Ur. Bell. 

Good morning. 

Taking care of the State of Pennsylvania? 

sur.--- ll~t yet . That will survive, maybe. 

H .~. Jr: You too. 

Bell: Yes. 

Oliphant : We have issued a deficiency letter against Wr. 
Dwight, the lawyer. 

B . ~.Jr: What firm is he connected with? 

Oliphant: Hughes firm. 

H • .I.Jr: "hut Hughes is thli t? 

Oliphbnt: 

B. II. .Jr: 

Oliphant: 

Gas ton: 

B. ll.Jr: 

Gaston: 

Oliphont: 

I don't KDOW which Hughes . The name is ••• • 

On, Hughes. Ob, former hSSistant Secretary of the 
Treasury? 

No, he ' s from wisconsin. 

No, former Assistant to the Attorney General . 

Solicitor. 

Solicitor, yes. 

Yes and their time to answer that is about to 
explre. J1r. Dwight • s lawyer is in town and eai t1DC 
for a response to this proposal. He has subaitted 
a stateaent showing llr. Dwight' a 1DsolTenc:r ea or 
now, and be proposes to pay all the tax and tbe 
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i nter est .ad balt tbe peaal tJo 

H. li . Jr: All tbe tax, 000 

Oliphant: inter est oo 

H.M. Jr: J•ll t he interest, ••• 

Oliphant: a nd balt tbe peaal t:r o And we are of t he opini on 
that it is a ver:r good otter. or course, i t would be 
accept ed subJect to a field audit or his stat ement of 
insolvencf. And I aight point out, the statement of 
his insolvency is insolvency prior to t he payment of 
tnis s~; that is, he has a statement showing his 
present insolvency. 

H .~ .Jr: You mean he is insolvent before or after he makes 
his payment? 

Oliphant: Before he makes it. 

B.J . J r: Then now can he make it? 

Oliphant: Borrowing from friends . 

H. ll.Jr: Why do you t hiM it's a good settlement ? 

Oliphant: Nell, that being the state of his accounts . 

H .~ . Jr: I see . 

Oliph6nt: 

R.:I.Jr: 

Oliphant: 

H.J.I .Jr: 

A very good set tlement, that is, asswning our field 
~udit, wni ch we always make, and would make in thi s 
case, bor e out the ••• • 

~ell, bow long does the field audit take? 

I don't know. Two or three weeks . 

ill ell now how does - what 1 s the r outine now? Bow 
does tha t come? Comes from t he Bureau to Magill t o 
me? I s that t he way i t goes? 

Well , I don't KnOw. It this i a - bas a defi c1enc:r 
been 4 et era1ned against hi m? 
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Oliphant: 

llagill: 

Oliphant: 

lll!.gill: 

011J)hant: 

II . J . Jr : 

Oli;hant: 

H. \I . Jr: 

Olipnant: 

u • ..: .Jr: 

Oli,Jhant: 

H. li .Jr: 

llugill: 

•• 220 

-s-.. 

The letter bas been issued - 90-day letter issued 
and bb ti.ae to answer expires on tne 6tn. ' 

To file hls pet1 t1on. ~ell tben, I presume 1t 
would ; tbat is, tRia 1a teclln1cally 1n tne banda 
of tbe tecllnical starr, I presume, i sn' t it? 

Yes, it is • 

.::io tlla t 1 t would come up formall7 on an offer ot 
compromise whicb would be signed by tbe Commissi oner, 
initialled by tbe ASSistant General Counsel, and 
come over here for signature . Is that r 1gbt? 

(Nods yes) 

~ell, ho• far bas it come? Bas it cleared tbe 
Colll!llissioner? 

Yes , it's bean- they ' ve sent it over to our 
snop, tne Commissioner ha s , for our preliminary 
examination of it. 

It goes buck from you to the Commissioner, then it 
comes over this way? 

Then it really starts formally. I t's been going 
the rounds informally to see wbat we thlnk of i t . 
~hen it will clear the Commissi oner, just as Ros 
says - initialled by the Commissioner, come to 
llagill for signliture . 

1o Magill for signature? 

Or f or you. 

Wall, the - anyway, all the point I ' m making of tb1a 
thing is, 1 don ' t know what practice you (Magill ) 
fo llow, but you'd certainly want to look at a tl11DC 
like this, wouldn' t you, yourself? 

Yes . The t ecnnical course, I presume, in a case ot 
this cnaracter would be t hat norully your t1el4 
examination wo:Ud be ude first, wouldn't it, and 
tllen they would aubai t tbe1r otter, and then we' d 
go over it . 
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Oliphant: 

\Ia gill : 

B. !.!.Jr: 

~agill : 

!!. Ol . Jr : 

Oliphant: 

B. !o! . Jr: 

llogUl: 

R. li.Jr: 

,. 

-6-

No, there ' s DOthina: unusual about accept1118 it 
subJect to ••• 

221 

There isn• t? i'he onl:y thing offhand that bothers me 
about thi~ - just ver:y much offhand, because I just 
heard about it this morning - is that we have met the 
situation fairly fre~uentl;y where taxpayers have coma 
in and have sai d, •Now, we think we ' d like to offer 
so much. If we of fer so much, will :you take it?• 
And as :you know, we have ~otten into trouble in the 
past because somebody down in the Commissioner ' s 
office said, "Yes, we 1ll take it." Then it comes 
over here and :your bands are more or less tied on the 
thing; :you've got the choice either of throwing down 
the Commissioner or of accepting something which 
you ma:y not Hke. So I 1 ve never liked t!Jat practice 
of giving informal assurances in advance of an actual 
offer that if so much ia offered, then we'll do it. 
Hemember, we have just recently had that same kind 
of a situation • • • • 

Xes . 

•• in another case . · 

Well, I go a step further. I mean I would sa:y, just 
as a matter of good business practice, thht we should 
make the audit first , see whether the man is solvent 
or insolvent, if it ls onl:y a matter of two ~r three 
weeks, and then t a lk to him, not sa:y, •We' ll accept 
1 t .1!· " I mean I should thilld the man would have an 
audit of his affairs made, end then see •. I mean it 
seems to me that that would be the normal busineaa 
wa:y of going about it. I don't see • •• How long 
nas be been claiming insolvency? 

Well, I - I don't know that. 

Well, I mean ••• 

~he onl:y difficult)' from hi s point or view is t~t 
he is - if that course were fol lowed, be'd have to 
file his petition with the Board . 

1\'ha t • s t he peti t1on? 
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llagill: 

Ol1phant: 

a. li .Jr: 

1.1agill : 

H. J . Jr: 

'1!!g111 : 

H . ~ .Jr : 

Oliphvnt: 

H. 'l.Jr: 

Olipb.!lnt: 

R. · .Jr: 

Olipnant: 

H.U.Jl': 

- 7-

That, I pr esume, be doesn' t want to do . 

1bat1 s the point , - his f r iends cooperating and 
r e ising the money . 

Wbat1 s the petition to the Board? 

For a redetermination of this deficiency . 

If you don't mind, both or you, I think it' s too 
early to bring it to me. I think it' s too soOA . 
If it's going to go to Uagill , then Megill ought 
to have plenty or time to look at it. Then the 
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two of you bring it to me . I think it' s too eurly 
to bring it to me, if you don ' t mind my saying it. 
I mean you (M!!gi11) ought to have ample time to see 
it if you•re going to initial it or s i gn it. And 
then if you' re in agreement it msy not be necessary 
to bring it t o me a t all. In f act, I 1 d svy i f you 
and the Commissi oner and General Counsel are all in 
agreement, then there is no need to bring it to me . 
uhat? 

I think so . 

Huh? I mcun if the three or you are 1n accord, in 
agreement, tnere is no sense of bringing it to me. 
But there's one peg to the stool, and you' re the 
third peg ; it hasn't r eachea you yet. 

What else, Mr. Oliphant? 

That ' s all . 

What? 

That ' s all. 

Well no•, this bas nothine to do, this kind or case, 
rt th this idea of advising a taxpayer in adnnce 
whether we ' ll take a settlement . That's so .. tbiDC 
else, isn ' t it? 

(Nods yes) 

I ncident ally, that proclamati on - that r eads for 
t ;relve months, doesn't i t? 
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Oliphant: No, I lett •• • -Extensi on? I lett the date blank. 

B.ll.Jr: Oh . 

Ol1phe.nt: 

I am for the moment in a beautiful position, having 
invited Key Pittman ten days ago to come down and 
consult me, and be's never come. So I ' ll have my 
grievance, I hope, Uonday. 

Uid I tell you that yesterday I had the first 
telephone call I ever bad from - oh, what • s his 
name - from YcCarran? 

No . "bat about? Silver? 

Ol1ph1mt : ~es. 

H. l!. Jr: «ell , 
much.· 
he? 

t he President seems to be enjoying it very 
I'm not. Be says he thinks it ••• -didn't 

Bell : Ub-huh . 

H. LI.Jr: 

Bell : 

B.li. Jr: 

Bell : 

d •• • Jr: 

Bell : 

H.loi . Jr : 

Bell: 

H. Jl . Jr 1 

Bell: 

a.-.. .Jr: 
Bell: 
B. II.Jr: 

Bell: 

l! . lo[ .Jr: 

~ays he thinks it' s lots of fun. What? 

Yes . 

Dan, how much money have you got on deposit with 
the Federal Reserve banks? uo you know how much? 

1~5 m~llion, I th1~ 1t is. 

It' s going down. 

:Xes. It will go up a little, but not 111uch. Go 
down aga in 1n January, first ten days . 

You look as though you ' d had a good ni ght ' s sleep . 

l' air l y good . 
You a nd I just waiting until we hear from the Prealdent? 

Yea, air • 

.~<nytlllng on your aind? 
No, s ir, not a thlne · 
Jus t a ca.plete blank? 

.Jus t a coaplete blank this 110rn1ng . 

All right. 
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Ribbon copi es of attached m .. o 

~ere mailed to the following on December 

-30. (:.etter.l, of transmit tel were dated 

12/30/J7,) and were signed by Secretary 
lllorgentbau) 

The President 

The Secretary of State 

The Secretary of War -
Attention: Col. Strong 

(G-2) 
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...... Deoealoer ao. 1117 

10 

, .... 
secret a ry ~thau 

Mr. Haa~ 

subject: Current United Stetes trade •ith Japan and China 
(Preliminary data) 

the first three •eeks 

(1) Uni t ed States exports t o Japan during t he first three 
weeks or December •ere lower ~~ during the tiret three 
... eeks ot November of this :rear. 

United States exoorts t o Jauan 

First three •eeke ot 
December 1937 November 1937 October 1937 

1st Week 
2nd IVeek 
Jrd '~eek 

!ot•l 3 weeks 

$1,704,000 
5.305,000 
2. 394.000 

$9,4o3,000 

$1,180,000 
4, 813, 000 
4.745.000 

$10, 738, 000 

$1,727, 000 
5,746, 000 
4.492.000 

$11, 965,000 

(2) United States imports from J apan during the tlret three 
weeks or December • ere sharply lo•er t han the i Jlll)orts during 
th• t irat three weeks or November 1937. 

United Sta t es i mports trom Japan 

First three weeks or 
December 1931 November 1937 October 1937 

let Week $2,159, 000 $3,245,000 tJ,J28, 000 
2nd Week J , l!Oii, 000 3, 654,000 3, ~84, 000 
3rd Week 2 . 672. 000 4.356.000 3· 19.000 

Totel 3 •eeke $8,237, 000 $11,255,000 ll0,7Jl,OOO 

Y OUr trade •i th Japan tor the three wee is ••t be inter-
pre ted extra cautiously because or the holidaY inter­
terence with the tiling ot i JIP(lr t and export declarations. 
None~beless, the continued lower level of 1JIP(lrts is not 
without significance, tor paat dftta show no seasonal 
decline during Dece~~. 
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(3) '!'he following items ahow large inoreuee in our exports 
to Jp,pe.Jl during t he first three weeks ot December as ooJII)al'ed 
with the first three wee~s ot November 1937: 

Firat three weeke ot 
peoember 1937 November 1937 October 1937 

Paper base s took $1, 3~9 , 000 
Industrial maohiner7 939, 000 
cotton, raw g54, ooo 
'!'ObaCOO 257,000 
;;ood, unmanufactured 100,000 
Chee1cel specialties 51, 000 

·~41 , 000 
745,000 
512, 000 

Nil 
71,000 
13,000 

$623,000 
565, 000 
IJ.90, 000 

10,000 
90, 000 
22,000 

The following items ahow sharp decreases in our exports 
to Jrp~ during the 1'1rst three weeks ot December as compared 
wi th our exports ot t hese items durint t he first three weeks 
ot :rovenber 1937: 

First 
J2eoember 1231 

three weeks ot 
uovember 1231 October 1231 

Petroleum products $2 , 1~6,000 ~1, 262,000 $2 ,.651, 000 
Copper 414.,000 ·m·ooo ~~§ :m 
Brase & scrap brass }0 ,ooo ,000 
Fert ilizer & t ertil-

1!er material 134,000 17~.000 119,000 
Coal tar products 102, 000 1~,000 1~,000 
Rides l'lnd skins 79, 000 3 ,000 5 ,000 
Ferro-alloys 51, 000 ~42,000 22 ,000 

Industrial chemicals 31, 000 07,000 g7,ooo 

!laval s tores, 
l'nd rosine 

gums 
15, 000 g~:,ooo 5,000 

(4) The il!roOrte ot r aw s11k were over $1,500,000 lees 1n the 
first three' weeks ot December than in the 1'1ret three weeks 
ot l!cvember 1937. The relative coii!PO&i tion ot the imports 
other t han silk was approximately the same, although the total 
was lower. 

I mports 

Raw silk 
I mports ot her than 

raw silk 

'total 

during the t1rst three weeks 
peoember 1231 November 1931 

$4,1j.g7,000 $6,169, 000 

3· zr;o.ooo 
.g,237, 000 

5,og6.09Q 

$11, 255,000 

ot 
october 19]1 

$6,223, 000 

4.508.000 

$10,7}1,000 
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(5) or the t otal o f t9. l!o3, 000 of exports to Japan during the 
first three weeks of Deoe•ber 1937, the following ite•s account 
ror n].most e.ll : 

petroleum pr oducts 
Paper base stocks 
Industr ial machinery 
cotton, r aw 
Iron and steel semi- manufactures 

vehicles, part e and acceescriee 
scrap iron and s teel 
copper 
scrap braes and brass 
'!'obacco and manufactures 

!"ert111zer s 
CoPl- t~x products 
r.ood, unmanufactured 
!!ides nne\ ski ns 
Pig lead 

Edible vegetable pr oducts 
Chemical speoi altiee 
Ferro-alloys 
Industrial chemic~ls 
All other 

Total 

$2,186, 000 
1,389, 000 

939, 000 
8511-,ooo 
712,000 

690,000 
44t,ooo 
417, 000 
304, 000 
257,000 

134,000 
102,000 
100,000 

79,000 
75,000 

55, 000 
51, 000 
51,000 
)1, 000 
~9, 000 

$9.3,000 

(6) Of the tot a l of $g, 237,000 of our i mports f rom Japen during 
the first thr ee weeks of December 1937, the f ollowing ltems ac­
count tor almost all: 

'lew silk 
Cotton manufactur e s 
~ea 

Porcelain and ch1nawexe 
Pyrethrum t'lowers 
Paper and manufactures 
F'ish 
Silk manufactures 
Che, i oals and rela ted products 
Vegetable food products, except tea 
Fl~.x, hemp l'.nd ramie and manufacture• 
!!etale an<\ manut&cturee 
Earthenwll.re 
Wool and manufa ctures 
ll'oOd and manufactures 
Gle.ss and glasBWare 
'!aycn c.nd manufactures 
!lrhtlea 
All ctber 

Tot al 

4, 4g7, 000 
605,000 
3115, 000 
219, 000 
206,000 
197,000 
190,000 
170,000 
144, 000 
136, 000 
125,000 
12 ),000 

96,000 
81,000 
80,000 
76,000 
1~.000 
60,000 

§2J.OQO 
t a , 237, ooo 
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ina durin the t1rst three wee:t 

(l) united States exportl to Oh1na and Jlanoburia during the 
tlrat t hree weeks of Deoelllber 1noreaeed oTer the first three 
weeks of November 1937, the inorease going wbol l)" to Shanghai, 
south Oh1na ports and Hong Iong. 

Ynlted States exports to: 

North Ohina & 
JMnohur1a 

Shanghai, South 
qh1na & Hong Kong :rotal 

lat J weeks of 
Dec. 1937 ~2 , 00J,OOO 

l at J weeks ot 
!lev. 1937 2 , 083,000 

Whole month of DeoRmber 1936 

t 6, 096,ooo 

11-,469, 000 

*5, 255,000 

( 2) united States i mports from China and l!1111ohuria during tbe 
f irs t t br••e weeks of December were approx1111B tel)' the same as 
1n t he f irst three weeks of November of th1e year. 

United States lmnorts from: 

North Oh1na & Shanghai, South 
MAnchuria Qblna & Hong Kong 'l'otel 

le t J weeks of 
Dec. 1937 $ 8611-, 000 

l a t 3 weeks of 
llov. 1937 l , l9J, 000 

t 2,926,ooo 

2,619,000 

m1ol e month of Deosmber 1936 

( J) Leading export ltems to Oh1na: 

(a) 'l'o North China and l!anohur1a 

$3.790,000 

3,S12, 000 

t,5 , 365,ooo 

Flret three weeks of 
Deceaber 1937 towember 19J7 

Iron and steel aeai-aanutaotures 
Vehicles, perts and aooeeeories 
Pet r ol eum products 
Tobaooo 
Other 

Total 

~1. 991, 000 
~~-~9 , 000 1 4,000 

4,000 
275. 000 

$2, 003, 000 

$1,126,000 
276,000 
263,000 
166,000 
252. QOO 

$2,0S3,000 
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(b) To Shanghai, South China porta and Hong J:ong 

r1ret t hree weeks of 
Deceab!r 1937 l!onaber 19JZ 

Petroleum p roducts 
Vehlolea, parte ~ acceeror1ee 
Tobacco and manufacture• 

11,055,000 
S'l-8,000 
502,000 
461, 000 Iron ~<nd steel sem1-me.nutacturee 

Edible vegetable products 
Printed me. t t er 

247,000 
108,000 

F1re~rms and ammun1 t1on 
Pape r E>nd manu1'acturee 

ood, unmanufactured 
Industrial machlne17 
Eleotrlcp~ mach1ne17 and 
Other 

Total 

99, 000 
95, 000 

83,000 
63,000 

e.ppl1ances 61., 000 
471.000 

$4, 093,000 

• 750,000 
189, 000 
131,000 
504,000 

106,000 
107,000 

511 
59, 000 

28,000 
129, 000 
50,000 

3J3.000 

$2, 31!6,ooo 
(4) Leading import 1teme during the 1'1rst t h ree weeks of 
December 1937: 

(a) From North Chlna and Ha.nohur1a 

'lrl~tles 
"iool ~nd manufacture• 
Furs , le~th~ r and manufactures 

Perill~ o1l 
Cotton manufactures 
Edible animal products 

Other 

Total 

First three weeks or 
pecember 19JZ l!oYeaber 19JZ 

$~42,000 $ l91,000 
37,000 14,000 78, 000 9 , 000 

~7,000 
9, 000 

31,000 
6t,ooo • ,000 
19,000 

;&zg.ooo 16J, OOO 

ts~.ooo 11,19~.000 
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{b) rrom llhallgbai, South Ohlll& por'• and Hong long 

r1r1t three weeka ot 
Deoe•b!r l9JZ IOTe•ber 19J7 

Tin 
Fle.x, hemp & ram1a 
Tung (wood) oU 

t ~s,ooo t 482,ooo 
a: unutaoturea 5,000 305,000 

3 2,000 305,000 

Bristles 2~1,000 113,000 
!dible vegetable produota 2 1,000 171,000 
wool end manu!e.ctur ea 141,000 90,000 

Furs, lepther and unu!acturee 14o,ooo 52,000 
;:cUble an181&l p~ucte - m·ooo 38, 000 
Raw silk . 5,000 335,000 

cotton manufactures 102,000 67,000 
Tungs ten ore 6o,ooo !f11 
Ot he r ' 325,000 661,000 

Total $2,926,000 $2, 619,000 

• 
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TREASURY DEPARTMENT 

PROCUREMENT DIVISION 

WASHINGTON Dec.U.r )0, 1971 

" · 231 

!ltl!ORAIIDIJl! FOR THE SP:RETW 1 

Re1 Purchaae of Mexican oll 

Tbe •lby..Joerican• .let appro•ed llarch 3, 1933 applicable to all depart.eete 

prorldes in part that• 

•llotwithetend1na any other prorlaion of law, and unleu the 11e..s 

of the depart.Mnt or iDdependent eatablieb.ent concerned shall 

detel"'line it to be iDconeistant with the public iDtar .. t , or the 

cost to be -nabla, onlJ' web nn•mtactured articlM , 
u.teriala and enppllu ae ha•e been ained or produced 1D the 

United States, and only such u.nutactured articles, uteriab 

and supplies u han been u.nutactured 1D the United Statee 

subatant1al.l.y all fro• articles, u.teriala or nppliee aiDed, 

produced or II&DIIfactured, as the case ~ be in the United 

States, aball be acquired for public use - - - . • 

'l'be currant llaYal Appropriation Act approYed April Z1, 1971 1a mc:b aore 

restrictive in prorlding in part that: 

•lo part of thia appropriation eball be uallabla, any prorlaion 

in this act to the contrary notwithstanding, tor the purchaae of 

any kind of fUel oll of for eign prodUction tor ie811e, deliYar,r, 

or sale to ehipe at poiDta either 1D the United Stetee or ita 

poaeeeaione where oll of the production of the United States or 

ita posseaaiou ~ be procurable, notwithstanding that oll of 

tbe production of the United Statee or its poaaeaaiona aAY coat 

aore than oll of toreiln production, it such exceaa of coat, in 

the opiDion ot the Secrete.rT of the lla"7, which shall be con­

cl1181Ye, be not -nabla.• 

Therefore, this act ia operetiYe jut ac lone as the Jlavy Depart.Mnt ia able 

to obtain, after coapeUtion, oU ot &.eatic production at pricea reprded as 

reasonable by the SecretarT of the lta"7 wboae Judpant 1e tiDal. 

A direct coapar1.eon ot the coate ot dolleatic oll Yerft8 Mexican oll u of 

~cea~bar~~l~5,~1:937~~~~~~~~the~~~~~~:r~!;~~~~~~~;;~ Arthur 
that ac resarded aa not Wll'•••- bla 
Ullder the prorleiona of the lew; bat tllat the Appropri.aUou Collaittea ... -

before it u a part ot the BaYal Appropriatioa .let for 19)9 a propoeal t'roa the 

Nny Depart.ent to repeal the reatricti Ye prorleion with reapect to ..,.,. tllel. 

It that pu ... at this -alon of eonareae it would - tllat the - ~~-l.a· 
could be hal4 to be • ill the pahllc utereat• to liQ' forei&D oU. u__.._., 

there would han to be apeoific l.,Ulation antboris:iDI acCMPteaH ot b14a • 

foreip oU tor laYal or other IOY-t pir=L £.,.. 

~nt 'J 
Regraded Unclassified



(First typed dran t or 
inclus i on in Pree1dent'e 
message ot 1-3-38) 

l 2- 3Q-37 

Ill ..q •aaace or April 10,11117, I ..triM« \be Coa&J'eu tlld 

"• 232 

t he Tl'et.IUI'7 ~ •• app4 1B a o ; ell.ad'ft atuq or t be 

r~anJ. tax •T.t.. aa a * ole, AA4 wlll4 be pNp&re4 1B lfoo alur to 

r~rt it1 fSpdin,a. !he !I'M811JT Nplarl7 ooll..ta aA4 p11hlhllea 

at&tiatiol ~ the 4eilailacl OJ'ft'&ti• ot the Pedenl tax a7al111o Illl 

thia Ulatanoa ita 11111'lt •• ,h.,. broa4er aoope, 1B or4al' that tull Ul­

ro~tion aipt be 'iT• to the ~~~ DDt onlT or the procbaoUrltT 

ot the nriowo taxe~, but of the aot.l lNr4& !Jopoaacl IIPOil indirlcllala 

and upon oorporationa with Uloomaa of ftl71D& l1aa11 and ot iuqW.tiea 

&Dd ot l oopbol .. tolllld b7 npe!'ienoe to p"'ftnt the jut &Dd eq._l 

1llpoa1tion ot taxaa upoll pel'.-. aia1larl7 11t...ta4. In aclditicm, the 

Tr••IIJ'Y llu ocma14el'acl 11bat t&Da lholll4 be !'ltabacl aa pe.......n 

parte ot tlw r""",. at!'uotllt'e, and 11bat I.Jipoata -.y be srad ... ll7 re­

pealacl, u bll4~ oonditicma pel'lll.t. F1Dall7, detailacl atoadiu haft 

baeo •de ot \be preaat omdeainble O'ftl'l&ppiDS ot P~ral eel etata 

tuea, and ot the p!'ooaclure *ioh aipt be followd to brlns about a 

oolution ot t1w p r obl ... 

J. au~ttee of the eoo.ittee • Wa7a aA4 11MD1 .t CID Jou'*ar '• 

19S7, t o undertake the p"paration ot a new,.... .. .,. bill . Pn111U'e ._. 

'--diatel)' u.rtacl CID the aubo.-lttee t o induoe it to abandon ita an­

DOun.c.4 F ocraa ot c-ral ~ ...rtlicm, AA4 to .abatit.IW tile repeal 

or draatio aodU1eat1• ot .-1)' t1IO 1'- • ita dooltet, tlw ...U..wi'bata4 

protita tu:, aA4 tM 11az CID pUla tr• ealea ot pr,....,. It_. -

IU'II~ that tbe propoM4 18••1 otr ao41ti•tl• abolll4 ba ada zew-'i" 

to J t.lllar)' 1, UIT, .nwt~ill& tile_., •r~ ettaota *lela tM 
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repe&l ot - awlea ot tazee Ull4 the nbn1""1cm ot ot!Mre a t 

d1tterent ratae would ban ba4 llpOD tlw Pe4eral bu4cn, an4 upoa 

bualneaa MD 'Co 11&4 proper~ •4• their plana oa the baaia ot nid­

I.D& taz lan. !'he nbo..-ittaa wieel7 -ol...s.d, howenr, to prooM4 

'ldth ita orisinal prova-1 I.D4 to toke t1w IIMeaeaJ'7 tiM to prepare a 

oaretul~ dra• taz bill. I aa 1DtorMd that the report ot tM en~ 

al.ttae Ull4 tlw aooc.pC1,71D& bill will be raad7 1n uople tt.. tor tile 

oonai4erati01l Ull4 pae•&a ot the lesillatioa Ml'l7 1n thia Moeion. 

'I'M pruant 'bllcl&et II& a been traM4 upoa the baaia that the 

revenue lawa, a• rw1ee4 , will yield a total uount ~-1 to tllet 

'llhioll 110uld be produoe4 by tile preaent lo.wa. Inequitieo an4 llardallipa 

oan be and elloul4 be reliend1 but the total 't'Ol- ot r.,..,..,. ....t be 

•1nta1ne4. It •7 not be poaalble or du1rable to adopt at thia t1• 

all the ..:>41t1oat1ona ot tile tax qates llbl.oh tlw !'rea•V7' a ftu41ee 

•ue&eet. I wiell to -.ke tho duplication ot nata and Federal taxea . 

1n particular • the aubjoot ot a later •aaas•· But it 11 -:t oontidant 

hope that tM pruent rwieion will oorreot MDT ot tile deteote 1n t1w 

rnonue law, '111•11• tul~ Jlii1Dta1D1q tho preaeat tlow ot r&Mlpta . 
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Subject: lleetin& in the Seol'etar:T' • Office, Deo.ber )0 193? at 
10:45 ! .K. (Oiat of diacuaaioo u noted bT to:hhead

1 aaa 
llb1te . 

PreMDt: Secret.&~')" llorpntbau, UDder Secretary of State 
s-r Wellea , Dr. Herbert Feia, Lochhead and 
11h1te. ) , 

276 

Tbe Secretar:T bepn bT tel.l1ng llr. Welle a that 1n the preaa 
interrlew just ended be bad been subjected to preaaing queat.1oaa 

with regard to the lluican situation. lie atated he told the preaa 
that the Treasury Departaent wu no 110re 1ntereatect 1n the oU and 
"38" queation 1n Uexico than it wu 1n the atril<e situation 1n Paria. 

llr. Welles ulced the Seeretar:r whether he had decided ..mat to 
do about llexieo. 

The Secretary replied that 1n h1a opinion there were two 
separate upects to the questiono one, the '-'late and acute 
situation 1n wbieh the llexiean Treuury found itaalt, and, sac<>l~Cl.q, 
t he broader and l.oll8'"run prob~ of llaxican econcaic reconatruction. 
He stated t hat so far u the ' dlate situation was concerned he 
would like to help the llexicans at once. He ulced llr. Wellea whether 
1 t wsa not alao h1a opinion that 110M assistance g1 no now llia:ht 
alleviate the preaaure the llexieana wre UDder to illpou exchanp 

restrictions and he~ illport duti ... 

llr. Wallea atated that that wu hia opinion also. 

The Secretar:T aaid he ~t that the 'l'reUII%7 abould purcbaae 
the 35 all11on OUDCe& of aUftZ' that the llexicans wre offering for 
sale. Ha atated that be did not - wb,y it was appropriate for Ilia 
to question the bMir1n& or accounting practice used b7 the llexicc 
llinister of Finance 1n diapoaing of the sUver. He tho1l&bt their 
method cf hCldl1ng the tranaactioll on their boou wu an internal 
:natter which was the llexiean Qoftn.&nt•a affair and not oura. He 
added that he was puttin& the utter 1n ita 110st Wlt&YOrabla li,ttlt 
since he wanted to gift no aisJ.eading ~to the State Depart­
lllent with ref~ to the tnnHCUon. The Secretary wnt on to S«if 

that he, of COUl"IMI , realiaed that the purchaM, it aade, .....WS he 
undertalcen at llexieo ' a request to -t an .-rpDOT situation wtdob 

confronted t~. It -wt require at lHat a .,nth, he added, to 
examine the V«d 0 ., tinmlcial and 81Dnatar'7 aituatioo before az:f1 
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Lochbetd atatecl ~ our <»ciaioa IIJ8t. taQ co.,, • ..,ce ot t.be 
fact that. it t.be Kaice. •'-beet t.be7 ooald otter t.be .U-..r 011 t.be 
urlcet 8Dd t.be TreUU17 ~ be tbeD oontrontecl with t.11e choice ot 

either t..ldnc t.be .Uftr' or pezmt.t.iDg the eddit.ioaal offering to 
have ita tull depreN1Da effect. OD eil-..r pricea. The •rita ot the 
question nre therefore not. t.boae acluaift17 ot doing ~t.hing tor 
lolexieo. 

Tbe Seeret.ar,. e ntecl that. th18 ft4 a good point but that be 

had aot wiehecl to -t14c i t bec&uM be ftDtecl the .U.cuaeioa to be 
set forth 1n ita 110at untawreblA u,ht. ao that llr. Wellea would be 
able to eYalu&ta it in that light. 

The SecretarT uked llr. Welles wbat he thought ot the proposal 
to purehaae the 35 w!]Hon OUDce& of ail...er trca llui.eo. 

llr. Wellea replied that be wea 1n thorough accord with the idea 
but he thought 1t ne illportant that i t be etreseec11n the Seeretaey•a 
prof fer to bu7 Kaxieo' s sil-..r that the atap beins taken wae to -t 
an emergency measure, and that the comprehenei ve pro are of suggeetion.s 
with regard to the br eeder probl811 of llexico• a tin8nee 8Dd eeonOIQ' 
requeateci by Preaident Cardenas would be fortbeCIId.ng attar a 10fl88r 

interval of •tudT ot the llexican 110netaJ7 and tiMncial eituation. 

The Secret.arT al.ao asked ltr. Wellea if 11r. Walle a preferred that 

the Treaauey bu7 the silftr t-ediataq or wait a dq or tooo. U w 
waited, the llexicana ~ pt a cent or two lAaa per ounce oa the 

silver. 

llr. Wallea aa1d he preferred that the SecretarT oot wait but. be 

would lilce to haft the SecretarT wa1 t bet ore tan 1 na Dr • SuarH of 
b1a intentiona to purebue UDt1l be (Walles) bad bad an opportunit.)' 

277 

to talk with the Wexicana todq (o.-aber )otb) 8Dd - 'llbat be eou.ld 
do with reapect to other utters. ltr. We..L.les &leo atated that at the 
end ot bb eonveraatiOil with the llexicana , '11!11.ch be intended to haft 
that clq, he 1IOUl.cl indicate that the SecretarT had •~thina for lied co. 

The SecretarT uD4 llr. w.J ] aa it be ~ thet it the 

Presidant 8Dd 5ecret.rT Of State d1d. DOt. w1all bia to taka &ol.ch acUoa 

he would, ot coarae, accede to t.beir wiabea. 

llr. Wallea replied that he underatoocl• lfr. Walle& indicated that 

in h1a op1n1on lfr. Bull would be taworebl.T incHw. 

The SecretuT al.ao ukacl it llr . .. u •• llllderat.ood that llr. ~ 
wu oot to aq ~to Dr. SUm anW attar the SecretarT 
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llr, Feia drw atteDUaa \o the teot that Jlr, 1fell.N -wi be 
eontrontecl witb the d1t1'1Gulv ot lllrf1llc the -a •t. wit.b 
retpeot t.o the .Uftr parohue ~ at.J.~al;r wit.b the -Uioll 
ot the oU GIIIP"'1 .. ftl.atinc \o the - 'Ap rat.a illpoMd b;r the 
lluiam Oooawat, · 

11r. Welle• repli.acl tbat. be bad beeD t.b'nlr1nc ot that ftl'7 point 
seriowal;r II1DM 1ut ~. 

Tbe Seoret.ar7 Aid t.bat t.bat wu aae ot the 1"eU<<n8 1lb;r be blld 
told b1a lut ~ about the propoaal to purchue .U'i'V boca 
lle::dco. Tbe Seoret.ar7 bad • '-bed t.o &ift llr, W.:U.s aa ...m tiM u 
po .. ihl. in wb1ch to oouider the propoaal, 

11r, Welle• Mid t.bat. be appnci atecl t.bat end felt t.bat. be eoald 
handle the aituation, 
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lleo ... ber JO, 1!"}7 

To: Secretary Uorgentbau 

:.:r. !.!a g111 

.,..._.,_..._ t o reduce tile oll:llber or Re : Vice President• a ~ ....... -• 
Fcderel taxes to rt.a 

- o/Q"~ ~1,. taxes d9signete4 b!' th Vice Irestdtnt prod\'Ced tlte 
tollo11tn.; raftnues "or t~a ti!ICal year, 19}7: 

~2,000 ,000 

Liquor ~xoa o;91t ooo 000 • • • 
Tobacco Tfo:<ee 1'\51',000 ,000 

Ind1 vidu!\l and 
Corporate Ir.coroe 

Ttutos 2, 15<1 ,000 ,000 

r ... ~ou"" Tax 1n.ooo.ooo 
Tctal t } ,711},000 0000 

21S 

1 &~au:. , although te did not aay ao , •~et the Vice ~otdent 
w<>l'ld not repu.l the aoo1e.l aeonrity tl\xea "Dol the rdlroe.d retire­
::>ent t~xn , It' they """ l . .,rt in erteot , but tl·'! otter miocell&J)eo•.18 
tnter'lal Ro"tenue tens r..ot 1110nttoned 1-y the Vtee Preald!lllt ,.. ... re­
!'<'~led , tbe net loso ot revenue tor 1937 ·•ould ban been "'5~ Jllllliona. 
rr~?u .... hly th11 loss would he ... to be •d• up b:t tncro .... s 1n the ratu 
of th~ (!TOUP ot tans mentioned by tba Vtoe Prea1de~t, 
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1. Adm1ee1ona , duee , ·~~ 
tnltta t1on r ••• • 26,000,000 

2. Capital stook tax 137 ,ooo ,000 

3· DooU'llllntS17 saar te:o:ee 70,000,000 

~. t;;itt taxas 2h. ()()(\. 000 

5 , ReflU).atory taxaa 
( olecrarE"Lrine, a to.) 3,000,000 

6. sales ot automobiles, 
tires and tubal 167,000,000 

7· Salos of sundry commod1t1ts 12},000,000 

~. Sundry 1mport taxes 1~,ooo ,ooo 

Total $ 56ll.,ooo,ooo 

The We:ye and !.leans SUbc012111tt8e bee ~creed to tm repeal ot 
ten taxes pro~ucing about ~:25 JDllllons, 11181nl:y in group 17 aboft , 
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Operator: 

H. :.I . Jr: 

Operator: 

a .u . Jr: 

lil.r . llesaerami t n . 

Bello . 

lllesseramith. 

Bello . 

Go ahead. 

281 

December JO, 1937 
12 :00 l oon 

George s. 
1lessersll11 th: Good morning, sir. 

li.t.t.Jr: 

K1sm1tn: 

H.:.I.Jr : 

11 1 Sill1th: 

H. rl.Jr: 

!1 : 

H.ILJr : 

M: 

H. !i .Jr: 

H.M.Jr: 

II : 

H.ll .Jr : 

li : 

Yr. lleasersmith, good morning to you. 

Bow are you? I hope you bad a good - good t i me when 
you were away. 

Yes . I w~s only away two days. 

Uh-hub. That ' s what I was . 

llr . Messersmith, in r egard to llr . Cochran of Paris . 

Yes. 

I have a personal and confidential letter from 
Bullitt. 

Oh yes, be KrOte me too, and he said he might be 
writing you. 

In wnicb be suggests that we aaa.ke llr. Cochran 
COQ.8Ililler Financier. 

Ies, CODSeUler Financier. 

Vlell now, that's all right with me if it i s with 
your Department . 
Well I think the - I just spoke with Yr. Welles 
about it this morning, becaused I wanted to - I 
told you, you reaember, I ' d get in touch with you, 
you suagested about the first or the year. 

Yes . 
And I think we can a rrange that locally over there, 
to give him that status in the French diplomatic 

list . 
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R.U. Jr t 

ll: 

B.!l.Jr: 

1.1: 

H.:.t.Jr: 

t.l: 

B.',I .Jr: 

Y: 

H. LI.Jr: 

!.1 : 

H .:J. Jr: 

1.1 : 

H.ll.Jr: 

II : 

H • .! .Jr: 

II: 

fi .M.Jr: 

~ 
282 
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Right . 

And that would be s atisfactory to you, wouldn't it? 

Entirely. 

I 1m awfully 80rry - Cochran is a good un, you ltnow 
and I 1m very fond of him, but I noticed while he 

1 

was here, Kr. Korgenthau, he - he seems to find it 
so difficult to get along with people . 

Uh-huh. 

And - ah - I think Bullitt is right about what he 
says about upsetting his or~anization there. 

Well , that's Bullitt• s problem. 

Yes . 

And f ar be it from me to tell him how to run his 
own shop . 

Yes. 

All I want is that - when the State Department 
designates somebody to worlt for me, I th~ it's 
important that they be left so that they can work 
for the Treasury. 

Well , quite, and we want to do that. 

Yes . And that ' s been so up till now. 

The - well, I ' ll try to work out something with 
Bullitt on that basis, then. 

All right. 
And that ' ll be satisfactory to you, Kr . Korgenthau. 

Yes . Thank you. 

All right. Good-bye. 

Good-bye . 
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GilOUP IIEETINO December 31, 1937 
9:30 a.m. 

Present: llr. llag111 
Oliphant 
Gaston 
Haas 
Lochhead 
Upham 

H • .! . Jr : 

G~ost.on : 

H • .-t. Jr : 

llr. 
tl.r. 
:.tr • 
ilr . 
r.!r . 

Now, I was t alking to Sumner Welles on the· White 
House phone, and he•s coming over at 11 o'clock. 
J•nd ne ' s nad a very successful talk, late last night, 

· "'i th tne ilexicans , and they• re cooing over here at 
11 . And I want Ar chie here, I ~ant you (Oliphant) 
here, and let Harry #bite know . And Herbert I want 
you here . ' 

At 11 . 

Yes , yes . 
I 
• And I •m tog et t..&m him t wo things, a message from 

President Car denas inviting this coopera tion ond then 
a memorandum on his convers& tiod"Th~t night, you see, 
where he y;ent over everything . He says he doesn't 
want to be too much encouraged . And t his oil question 
of the llexicans - they're lett ing it go to the Uexican 
Supreme Court f or 1.. deci si on, .. hGtever the oil GUes­
t ion is . And ne sai d he hAd a satisfactory talk 
on the water rights . And they 're simply overwhelmed 
with appreciation of what we•re goi ng to do, which is 
to take that 35 million ounces . 

Then t hey said t hey .'lant ed t he other thing, which was 
t he right to renew that agreement of before, tha t 
they took part gold or silver and borrowed foreign 
exchange . I said, h\Vell , when 1 t comes to our laws 
a nd r ules and regulations, I wouldn' t bend our law 
one one-thousandth of on inch, and wbat t he Mexicans 
did to tneir law was their concern . h I mean t his 
brings up this question we 've been arguing; they 've 
got 35 million ounces - is it pledged, is it silver, 
is it paper money? .veil, I say that t hat is their 
business . I mean if they want to deliver to the 
United Stat es Treasury 35 million ounces of silver, 
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and as long as it isn' t stolen, wcy, I say that 
it is their business. 

It is their business if they want to leave their 
currency up in the air . 

Yes . Now, Archie was shocked at the way I take it· 
but I didn ' t want t o have anybody say anything wor~e 
about it than I did. You (Lochhead) think it may be 
a ll right . But that ' s their business. 

!low, as the altern~stive against this - I want to 
give you the background - you•ve got exchange 
control, further depreciation of their currency, 
plus rapid increase of t ariffs, duties . Now, this 
is going to tide them over . 

And then the main thing that they want - Sumner 
Welles stresses this - this is whLt I want Gaston 
for - they want a joint sta tement f rom us which 
President Cardenas can use Monday in his address 
to t he Mexican Congress, about what we 're doing 
for tnem - two Tr easuries , you see. And I l'tent you 
to get this background , see? 

Yes. 

lhat•s wny I want you nere . Because Sumner Welles 
said ne .. ·as impressed with •.•ha t I said, that this 
was a question of confidence in their government, 
and i.f tney can assure their people tha t t hey are 
going to have a little finbncial sanity ~own there, 
why, maybe they cen regain confidence ana stop the 
flight of capital, you see . 

Yes . 

But they have been talking on the telephone, and I 
gather that President Cprdenas is listening to Dr . 
Suarez . 
And much to my surprise, in t alking with Mr . Oruening, 
who t he uexicans think such a ~ie~~rth!oae~!tt~~!Y 
they have gone ~~~ ~~em~;~d t~nd ~bat _ so forth end 
are not paying ti the whole program. I was very 
so on; and he ~ues ons 
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much s urpr ised . hnd he seems t o have ver y l ittle 
confidenc e 1n their word . He says t hat t he Kexicans 
a r e ver y good i n dealing wi th you up to t he time 
tllat t hey get whe t t hey want , and then they are not 
so good . 

But anyway, we 'll go through with tllis . We' v"' got 
to buy silver anyway. As Archie, who acts as my 
conscience, s ays, if we didn ' t buy it as a noble 
gesture, tney could sell it anyway. 

As l ong as we could keep up the price on silver . 

H. I.Jr: So we're really not doing so much for theo. So I 
~ougllt .!!! migllt do 1t - nobly. 

Gnst on : 

H. J . Jr : 

But I tllink this - this happens to be entirely my 
i a ea, tllat instead of s itting around and trying to 
examine the Mexican finances and ~exican internal 
affairs, and in the meantime have them crack up, 
why, let ' s do this thing fast , do it today, do it 
with brotllerly love, and then give the State 
Department a chance to look after tile American 
citizens ' rights down there . 

And e vidently they 1 re going to come across . SUillller 
Welles said be can• t believe it, said he got every­
thing l ast nigllt he was entitled to . Be said he got 
assurances of everything he was entitled to. Huh? 

they migllt be hU!D8n, t hey aight go furtller after 
they get something voluntPrily than on the basis of 
a bargain. 

1he thing that surprised me about Gruening was, he 
said wllen Ambassador WorroN was down there, when he 
got through he was such a disillusioned man. Well, 
I wondered if the Mexicans ever 1ere treated right 
under the Republican regime. I doubt it . 

So t hat ' s what ' s been happening around here . And 
11 feel - I think we've done something, 

~e~=~~n~ think wi t h any kind of sympa thetic treLt-

ment, intelligen~ !~a~::~t~ ~~i:~~l;en~~!~b~~ ~~l~he 
the!D pull tllro~ I think i t ' s terribly illlpor tent t o 
soath of us . t f Nor th and south Amer ica from 
Keep the continen s o 
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going Fascist . I don't know anything more 
impor tant politically . 

More impor tant to us than France, isn• t it? 

286 

On, sure. Well ~· I me&n - I • ll p'.lt i t t his way . 
I t hink lexico 1s the key to the situation of North 
a nd South America right now, and I t hink France 
is t he. key to the s ituation in Europe . Then I 
say , but I think the American continent is more 
important to us than t he European continent . 

I fee l very nappy about lt. 

Ali right, Dr . ~agill . 

••ell, I have an interim report . The drafting boys 
ar e v:orking on the report on the t ax bill . !.!r. 
Oliphant informs me the papers say t here aint going 
to be no t ax bill, so pe.r llhps our work will be in 
vain. 

IVha t paper? 

I was r eferring t o the end of tha t article in the 
Times t his morning . 

llhose a rticle? 

That (pointing out on front page of the Ti mes) . 

Well, anyho~, we•re getting the legislati on report. 

I was saying i t to cneer him up. 

Secondly, l r. Dwight has been sitting on ever ybody's 
door s t ep and I ' ve given instructions to the 
Commi ssio~er and ~r. Russell , Acting Deputy - Acting 
Commissioner, who has the case no_., to proceed 
with it in the usual way , but to expedite it. 

Well , that wouldn ' t be the usual way. 

diting is all right. Well , I thinK the expe 

I mean by thht • • • • 
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It would be, really, because a t axpayer Making sn 
offer in compromise can s ay if he wants to that 
"you cun take this or loeve it by such a date n and 
that ' s what Dwight has done. And further , he

1
has 

perfectly r easonable grounds for doing it . 

We do adjust our procedure to the necessity of the 
other person in f iling his appeals . 

We ' d cake an expedite examination. 

1 still say if you two gentle~en, plus the Com­
missioner ' s office, are in accord, settle it. 
I mean on &ny basis th~t the three of you can 
Egree on cheerful l y. If there is any doubt in 
anybody 1 s mind , come on~ see papa . How' s that? 

~lell , I ' ve said ... 

1 said if the three of you can agree on it cheer­
fully . 

I•ve told them to make a careful exam~nation and 
make sure thut they handle it in the same regular 
.vay tha t they nandle lli\Y other kind of a claim. 

~nu ~e • ve got AnareR ~ellon sitting on the other 
sioe of the doorstep . 

His ghost? 

His ghost . Gave me a stomach ache last night whicn 
I nope to get over in due course . 

uho did? 

hndr ew, or his gnost . 

o'lho • s t alking for him? 

Nobody was talking for him • 
on the other side . 

You're too subtle this morning . 
N t hey had - Berman got 

I'm not; that ' s t he • · • it~'wenchel and a couple of 
me doNn in a confulderenc~a~n whY they should file a 
boys so t hey co e xp 
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ha.trul or mot1ona and appeals and God lmows what, 
and these sentlemen were of the ilk • • •• 

or the what? 

or t he ilk - i-1-k - ilk that explained the 
necessity for these motions in the terms of di s­
tinctions between Section 112-C-1 and 112-G, which 
taKes one half hour, and t hen - and so forth. 

Well , when you get over your stomach ache 

lhat wi~l be shortly after the Ne• Year • 

.le began the s tudy of it, but report !lO progress . 

Absolutely none. In fact , I think we are further 
back than we were when we started . 

•lell, God help the man on the street if he wants 
to understand things . 

Say , I took that home -give me another one of 
those things on taxes - particular taxes . Will you 
give it t o Kieley and he ' ll give it to me . You know 
what I ' m t alking about. 

You mean that V.P. business . 

That V. P. business; th~> t was a little more than you 
thought. What? 

No, less . He said 8 loss of a billion and I said 
it' s a loss of between five and siX hundred mi llion. 

I• m s eeing the President a t 
a little memorandum on wha t 
milli on - bow manY items go 
million? 

12 . 
that 
into 

Could you give me 
f ive hundred 
that five hundred 

Yes , I suppose so . It ' s quite a l arge number. And 
furthermore as you look nt it s l i ttle, it i s qui te 
clear that the v.P. didn ' t meon what be said; i~ 
other words tbat i f you cross-examined him, be d 
say, • lell,'you' d better leave this in and leave that 
in. • 
Jell, be said sc.ethilli about a gift tax. 
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llell, that ' s one I have in mind. Then you've got 
a wbole batch of these import duties which are levied 
under ·the guise of taxes- coconu~ oil and all that 
ca tegory . 

I think the best thing for me to give you is the 
same chart that I have giv~n the Committee showing 
whe t items comprise the t ot al . 

All right. 

lhat 1 s a pretty good sized thing. There are 65 
d ifferent types or those t axes, you ~ow . 

\Yell , I ' d like t o t ake it over t o the President 
Nhen I go over. Bring it in this way . O.K. ? 

(Nods yes) 

If Archie and I come in vt J o ' clock, when can I 
send a man over t o t he Federal Register? 

Wha t ' s the Federal Registor? 

~hat's the official publication in which everything 
bas to be published in order t o be effective . 

How l ong does that t ake? 

But it merely has to be staaped . I can keep a man 
over t here till six o ' clock. That be al~ right? 

Any time after J o ' clock. 

After J. 
I suppose the President will ~nnounce at his press 
conference when it's going to be given and all that? 

~ should think so, yes. 
• 

Uid Mr. Bull sign it yesterday? 

Not last night . First thing this morning. 
haven't seen it . 

What? 

But I 
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Oliphant: I haven't had a report yet fro• Opper· be ' s 
it . (Bands Secretary one-page docume~t) handline 

Is that about what you wanted? 

a. J .Jr: Yes . 

OlitJhant: 

H • ..l .Jr: 

ou..,h.ant: 

B.U.Jr: 

Oli,)hant: 

H •• L Jr: 

G11st on: 

H. :A.Jr: 

Gaston: 

H . !~ .Jr: 

Cos ton: 

Now, you let me know next year about LaGuardia and 
his post office. 

Next year? 

Yes . Right? 

nell, rim telling Eddie orally; he ' s to tell 
LaGuardia along tne line youmci ded . Letter went 
over to the A. G. yesterday to be signed. 

You're going to be pretty busy today, aren' t you? 

Yes, why? 

That personnel thing I•d like to discuss with you. 

n'ell, we ' ll see how it works out. 

One l e tter came over here for acknowledgment from 
the Vlhi te House on t he subject of the silver 
proclamation which was from a union, and there 
was one of t ne boys showed me ~ dispatch yesterday 
from some other union . They are asking tha t labor 
requirements be included in the proclamation for 
subsidy on silver. ~id you (Oliphant) see one of 
those? I sent a copy of one of tnose 1n to you, 
but I don't 6DOW whether anYbody has noticed it or 
not . I tnought it ought to be celled to your (H.W.Jr) 
attention. Several miners' unions in the West are 
asking that some labor re~uirements be included in it. 

I thiDA when we pay what wo do for silver we're doing 
our bit for t he nation. 

They a ssert t hat the miners are sweated and poorly 
paid. 
,/ell, what are Senators and Congressmen here for? 
That's their Job. 
On the annual r eport, I find that they won't bave 
press co~ies ready of tne annual r eport until Tuesday. 
Nell, tbe budget •essage will be ready on Tuesday, 
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and I thought instead of following precisely the 
instructions tbat we leave out esti ma t es of receipts 
and expenditures from t he press copies, we should 
just hold the press copies until t he budget message 
is delivered to the press. I think th2 t ca rries 
out the spirit of what the President wants end t hen 
it gives the boys s omething that isn't just e~pty 
waste of motion. 

Tba t• s all right. 

Uid you have u chance t o look a t those draft letters 
that I did on that t hing that you nanded me yesterday, 
on the Ar thur Kro«k column? 

No . 

Mrs . Klotz tu;.s tnem . 

I see Arthur tnis morning h~s been damning Robert 
Jackson f or a little mis~uotation . 

I thought tha t was a perfec t t hing , b ecause ••• • 

L tnink so too . 

No, Herbert, I didn' t see •••• 

(On phone) 
Gas ton's -

Ask :.Irs . Klotz to s end in l!r . 
let me talk to her a minute . 

I mean it' s misquoting or 4uoting miss tatements, 
which i s worse . 

(On phone) .lould you send in l.tr . Gaston ' s draft 
of Arthur Krock ' s letter, please . 

Living in glass houses, yes . 

Yes . ~nd in view of ;ais , 
the same way you have. 

would you s till wri t e 

I h&ven•t read this, but I think I :O~d~cc~tt~ 
do want to make one or t~o cha~e~ letter. 
me, thu t 1 0 0 want to make in u 

(Urs. Klotz brings in l etter) 
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I ' d lead ott the letter and say, "Your column 
this morning, saying •Tne Gentle Art of ~isleading 
~uotation,• leads me to write you as follows." 

Yes, you might do that . ... 
What? 

You might do that . 

Lntitled "The Gentle Art of Misleading Quot~tion," 
see? 

I think that ' s a good starting point . 

(Secretary reads letter) 

I like it all except t he last - I don•t like the 
last paragra ph. 

Well, I want to change it . 

hbout the lapse of memory . Huh? 

I thought we ought to t ake a little shot at him. 

You tllinA so? ' ·ell, thG t • s all right. 

But I wanted to ChEng& that a little bit. 

You• ve done it for my signature . 

Yes. I did. I thought they ought to print the 
letter, because • ••• 

What? 
Of course, he might do it either way . If I send 
it, he might print it anyway . 

I wouldn't want the Secretary of the Treasury 

8 
newspaper - quarreling with a correspondent 

in 
of a 

newspaper. 
1 don't either . I think you ' re giving Arth~ Krock 
entirely too much d ignity . 
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No, I don't think so. 

And if you have any personal feelings •• • 

Not in the slightest. No, I'd be glad to sign it. 
I jus t didn ' t want to • ••• 

No, I don ' t want to dignify Arthur Krock . 

-.11 right, I' d be very ghd to si en it . 

But I do think - other wise, ne could say, "Why wait 
a ll thi s time?" But this gives the t~ing of it 
right now, and you sLy, •Your column today leads •••• 

" •• reminds •. " 

" ••• reminds me to write you as follows." 

nfter all , it ' s only a weeK ago, and you bad to dig 
up a copy of the London Times to find wha t the man 
actually s aid . But I'll change it for my s i gna ture , 
a nd I vtant to make &nother change. 

If you nave any feeling about it yourself .... 

Oh no, not in the l east . Just a ~uestion of whether 
I ,.!lilted to take credit. 

Jn toe other hand, the :lt shington Benld, lfnich 
ends up i ts editorial : •And tncn they ' ll find out 
th&t nobody is more ruthles s in the geoe of tricks 
~ nd propaganae than /Jr . Ht rold L. Ickes himself ." 

Did you see that? 

No . 

George? 

Those ere some new construction figures . I 'd like 
to have a few minutes to explain those to you. I 
think some background is necessary. You asked for 
it, and it ' s absolutely necessary for interpretati on 

of those. 

You mean they ' re too good? 
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No, those are - they represent the actual situation. 
Tbe residential has come up Just a bit, but it is 
not significant yet. but under non-resi dential and 
tnat cla ss ifica tion, Dodge Br others puts in tha t 
commercial buildings and f actories; in addition to 
t ha t, they include many items which are commonl y 
Known a s publ ic wor ks , but they don't call them 
public works - hospital s , post offices , park 
impr ovements , and all i t ems of - munici pal, stat e 
items of t hat sort -Federal i t ems , i f it ' s a 
post office . 

Tnere• s been no outstanding incr ease. I' ve looked 
over t ne figures by re~ions; it• s been e ven &11 
over. 1ne Journal of ~ommerce says t hat t his sudden 
increase t here is the result of cont racts bei ng let 
on tne last bat ch of P. ; .A. allocations made soae 
months back, and it will just •peter • out . 

Another t hing, the seasonal factor He used ther e, 
you noti ce, tends to shoot i t up ver y sharply , 
because i t ' s comiruc at t. time of year when usually 
t he cont r acts aren1 t let . That ' s pr obabl y the explBna­
tion of it. And on Janu~ry the 9t h I'll know posi ­
t ively, because t hen I •11 get the br eakdo<m f or the 
month. 

That' s a l l I have . 

Thank you, Geor ge . 

Noti ce the Bri tish e~ualization fund printed 
~eotember JO figures - Butterwor th covered it also -
and I thought one interesting t hing ~as tney showed 
a total increase of cbout 500 million dollar s of gol d 
i n that six months perioa . I Just looked ~ver our 
fig ures, and we Just about doubl e that figure . 

Took how many? · 

Took ! bout a billion 186 mi l l i on. 

.vell, t hll t' s • • • • 
Sbows we 're both g&1n1ng. Real heavy 1n th5t peri od . 

( Nods nothing) 

All right. 
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Peraonal an4 
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TM& UIIOEJt S&CIInMY OP' STAn 

WASHINGTON 

Deo•'ber 31, 1113?. 

II)' dear Ill'. Seoret&17: 

I .. tranaa1tt1ng herewith a tran.lation 
ot a letter addreue4 to • b7 the Aabanador 
ot Kexloo on Deoeaber 25, ae well ae a oop7 ot 
a meaoran4ua ot ~ oonYeraation with the Kex1-
oan Seoret1r7 ot the freaaury and the xioan 
Aabaaaador ot last t. 

'l'he 

Believe •e 

einoerel7, 

Honorable 
Be~ llorpathau, Jr., 

Seoret&r7 of the freaeury. 

295 

Regraded Unclassified



....... , ..... c. 

1111 ·- !1. ~. 

17 dear .... VIlA• la~ntuT .... n'rl trl_.l 

1ft ao•• 'a•M wtua ... I' Ia•' 1 ...... u-.. 1 

u Tel'7 clad to lat .. ,.. tba' a-ral LAau. GU« .... 

Preddlftt ot •u•• baa ~ .. lr. .. Dr. J:a.arao ll. 
, 

511&1'1&0 SeeretaJT ot the 'freaelll')'0 111d the 1184er-

a1p .. la ol'4er that •• _., Jolatl.J' or .. paratelJ' 

d1101111 a P"lllble p1aa or .. _., &114 t1Jiaaolal 

oooperatlA lletw.- tile two oo-trlee. 

o....-At170 Dr • ..ar.a aa4 I are nable4 te 

11 t 11 'f'l ... w1 a tile ••--• ot ,._ Oonnaaeat 

aB4 te Nu•• .-, IICS"U-. 1lbleh we hope ;rw wlU 

be ..- 1a liP te .aile ta • tar tba ll'D'P•e ot 

tw "'lllir _, ,..Jeet wbla eaa be aabUUe4 • 

the ... 1 ... u. - ... ~·1'118811t· 
I I'll ... ,..,,.,.,..., .... lt111'dlA ... 

r. OAftiWI lllnM 
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At ..- r..-at, Dr. ..U..a, tlse l eereb.J7 of the 

Tnaft17 et .. dee, U4 the .. deu Alsbaua4or •- to 

IM M late laet alpt. 

I atatl& to *• at lhe CNtllt ot our late"lew 1:ha1: 

1:he Proela.t1 1M IIMI'etary et 1:he !Joeas~DT, aa4 _. .. lna 

he" Ia * ........ t of lta1:e aU t'llll y aPJ)I'Hlatl4 -. 

v r•t aatiSrl ett •• Uttl•Uha throurh whlell •• ...._ 

... IM'~Aa rt we puaU. aa4w ... &eel..-, .. e«srna 

trle ... Ml u .-a ulllaMr11 ta .. 11Mt..- U ldtllt M 

po .. l~ tw ale .. , .... at • lo • aedat tiel .. , wac 

••• et ..... 1a IO'tU. aat~ ...,. at ... umlllt 
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that owtab ...-•'- wlllela Mt Mia ••taU~ u .. 

...... at u.. ... u.. Ia tM orne. e~ •• la..n..,. fl 

thl fi'INWF a. _.._. 4q -..14 ....-lro 14 111 .... ._. 

114eraU• ... t• I"'IPhs tM ,_ll~lUF etl till,_... 

oh&•• of oll ,.....,... "' tM -.at .. ltah1 leYiftlllat. 

l f'lll'tber •alA that 1 ~ -..... ae.ill4 b1 t h• .._......, 

of Ull ~ Ulat _, ... bwUft ••• ••U- wbllla 

al(llt be fa '•W"' tile V.U .. It&t" tl'laniPJ Depart­

••"' aM VI eettW te '-"1 .. d ........ ..., Of"'' 

Genna ' ....... ..,.. Ule pr11nt d natlw ua "" ta­

t-U• whleb Dr, ....... lla4 tJwt•1UI4 to u 111 wrUlJt«, 

woalcl l'lqQlre thl b1UII' part of a -•· l 'oc* oooaa1GII 

at thle nap to u1t Will -• wt~oe•ber Dr. eD...a aD4 thl 

llni ... ...-u• t tes1J'w4 tbat t bell l llffSIIU- b1 

,.._u ... wltll r.u tJ ...... wbla they ..... prlpal'14. 

aM bltta Ill ... U11 _......_ 801t MJ)baUeall:r 1&1& 

•r .. •. 
1 ....... u - ....... .aar - Dr • ....... M4 

b e• able to,....,,. _, 4efllllU lllto,.aUw r.. tiMtll' 

®YII'W t•t Ilia ......... to the pa 'tag -"'"II'IJ'M .. C. 

the Got& lit ... 1M ....... ell II J •lee, WibUil -

& ll&tt .. tlllr lilA to14 W 1.11 Ule I ytac ttiiF _.w .. ..• ,,. 
gla4 - ........ tllQ' ll'ltla ..... ••• ••• -

I&U OAt 111e Mil ep .... ,.. 1 n 11F - tM "ll't I .. 
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,._It. t o.r.· t, .. ,_. 'tt PI 'II OtttU1e Jl&l .... 

Dl'o I (rer 'elart& that lie IleA I 5 er•t& ............ 

cara.... tilt .... , IPIINMU- II ~ - eatl~ 

..,.,..,..... • ••'nltl ,.. .. ,. a. til 11 :•1" e 4 1:bt 

Oon~ at a..., ttaeu.l JII'••..Sdtt taaowde tbt 

l'lltta~.,_ .. ., -.t. •• ...ru.... la ...... .. 

to14 M "'-' Gaa1Nl Oia<e" W .... a _.t_t to b1a 

ala~~C •• fen hll a•••~ Ua11a tllat tllt PNtt&et 

t~ a}aJ'I4 tlle f"llar tapNtae4 that a tatltf ... 

torr Ul'li._ ... ,~-· Wat hl&"'7 4ttlrable$ t hat l t - hlt 

la'-tl• te peiiWlt tbe 11 c-at•• to ap;eal the utt te 

t he ...,. 1 Ot at of llnhe • 4 to han r eoourae to tile 

..... wM.e a 11 1 "• • -. peacUac t he 4eotale of 

tbt Cast, te eM•Ia a -~et= ot tM opG'atle .r 1:bt 

4MltS. fl tic I at Jr lleaJ'C e I apt lMOfU' at the ,.,... 

of .._ c• .. -••Ill tllat the '"'lldll'lt ot •d• 
II 11 ..... lt that tilt II z .. l tt 110U14 M ban to 

pat ......... I "•te la IIWAt lft4 bt)ell tlw c blUt:r 

ot the a a a'tt _.... ,..., ... , toftdlttone to •" 11114 t11at 

bt ...U, NS11t'll Oat '" I II \tttlP Ia. ot ...,..._ 

ta t11a 1 N1 .a ... u. ..a '12 t II t twlP t..r Oat 

their .. ;petite Ia tilt ._.. II • Ce " • 2 ill' 

tiT .,. 1 n •• ..... .. •• Itt ,... ... 2 tht ..-

Pitltt 0Jr ._. ~ 11111 wl• ..... II ...... 
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,..... ... :s:atlrelF b ..... h ••• wltll .... Nl aa. '=•·· 
~ pell87, ......... al ....... ...u.s .. -· ... 
thcNitate II 8 let. -·- I tlllit tile llui- 08UII I IRt 

wo\114 ...,_ te the •• Jll'lpleel. I ..at tbe .._....., 

ot the '"--7 lf bll WRIIM "-AA •• pte eaatlft 

tb1e an• ble NtDft •• llal•, _. Ill .,._.... • ._, 

ht II 114 c1e .. , .._.ll pcu I U, .. ett1el.U, ~ 

I ._ eall that we baA ~ u.-ee4 at l..,U. 

the Uftl•ltl .. oe ... leMI ... aaUau.lt 117 0. .. lll .. 

OoYensa '' • ....,.ua pell87, aa4 that I MJOelT wl.W at 

We -• w expr•• 111r fNtltloatl• d the --~~ 

~ " ... - - \2M a.......,. et tllt Trta.nr:r ., llnl .. 

t!lat till ~~a~ .. 0.&111 aat .. tlM la tub - whiM 

t llpi"'p.-latt. e1 ~ prepertlee toot p~ -

pru"-1 Ul $11 at wbere'r the ~l ...... - et 

t h ... Pl'lllJ..U•• uall ,....s. .. talr v.at...n 8114 t!lat la 

all put MU_, ... tdl' tMaUiftt ~1114 oaae1.t ot .... 

lftl etMI' J 'e ..... la tbe p1Me ef tilt lalllb ..... 

haa ~ ... ere • .,.aa..a. tn~a ... , .... ..., ... * . ..,....., ., .... .,. ., ............... ~ 
"• ., tl\elr a. a a •· _. .._. .._ telt 1 ..ta ,.. 
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I ..._ .tate& .. , I IleA Ml .. IJI* 1 ltJ' Ill 

''''*'• .aea -. Pnllf•' ... -.. ••n•'-17 111,.. 
'" ... , • , ....... w. ......... '-17 ......... 

b&4 t•tbel'lae& m te I&J' te t1lw .._.~ Ill •• f1oeuw7 

of .. d .. -•• a 1f M 11&& '- ........ bb _. tk 

~, ..... at ell•• •'•~ • D11 't1r 11 la lrller to 

a.4Yl .. t,_ ._, thla a.r--.a ... prep.,... .. 11'11'-

•hu• tmo'laW17 tw•b-f ... lllUl• ..... of tllYII' -bt~JII te the llesl- 0...'1'11-ldl' M4 oa depoel' Ia 

tht ,, •• a1 "--- ..... ., OalltOI'ftla. Dr. s # •• 

laMf.latel7 IJIPI'IIt .. hlt ..,.tle.lar appr .ol atlGa IIIlA 

paUtw4e .-4 ul4 that t hla woul4 alleYlate gJ"Mtl7 

t he Uttt..U tU•U• or h1a ao.el"Mea. "' thlll a .. 
qulre4 trheQer the ~ It the 'rrlaeiii'T ba4 reeebe& 

1117 &Hld• with rsa & w a twther ttt«Seetloe he be& 

aa4e '- 111111. rm1J'0 wheU.r a ttaJIOI'U7 M YIIlOI 1101114 

be .... 11r,.. -.it .. lktll 'h'eanl7 to ' h• .. do• 

!'a tuu; el 1 the Uaa• at the t,....uuoe whlob hill 

.__ phM .- tw 7 .... bet••• I eal4 that oe O.t 

MUer I M& m a.r-U• te siYI lila, aad that oa1J' 

81U'etU7 • aatt rr ..S.elf M elA s ,... VIa' q1111U-. 

I ed&
0 

llea11er, .,_, I DIW be 11111• l'llt .,,_.. U.t 

.... ..,. , • .,.~ • ._,._u. -u " ,. .... .., ,... 
CI.111Tt .. ...,., -*-• .. .,.,, Ill ........ . ...... , 

If Ull fr II WI Ill Ule .,., .. ltatll ... 14 ut flll7 Ia 
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aooa .. IRII wUil niatlal leclalaUCIII M 4 t hat I .... a.t 

laf ..... l el-.. of tM lep.l peawa at tbt ~ ~ 

adt la thla eua .., at tile pNdH fMte t...l•e&. 

At tho •--1•1• Ill tho laternaw Mttt the,_..,_,. 
ot the 'h'MRI'T et llalaa -.4 Ute ••u..-. qpreeee4 t heb> 

deep V*Utwle t ... the ftole.al7 l'aa0pt1CIII whloh thell' rapre­

u ntaUOM ta tllla o.r ..... nt la IIIRUtlCIII wU.h the eerl­

dtua UCIII of tile llnlo.a !'NUW7 baA reaalYe4 .a t hell' 

hope thd lt lll&bt ba peetllble for •- Jolat oa011 -•lll' ~ue 

to be te .. 4 tiT IHI'aUI'J' »ws•tua and seoretar7 !lUna, 

batoN t.ha 4~rtwa Ill the lattar, .. ttlll8 forth tbat 

trl .... ~ oooperaUCIII batweM t he two !reaeUI'J' DlpllrtaeMte 

exleta4 aae woa14 ... ts-. Dr, sU..aa eal4 t bat lt noh 

a etat••t aa.t4 ba hne4, 1 t ~tould be reterre4 to • 

Preddlat oa n• a t.a hle Ulf'Td aeu =t"e to the .. noaa 
c""'''N .. • J_, a _. that thte Wl4oubtectl7 WOII14 ba•e 

a ••r.r ..twable aa4 beftaflalal peroholosJoal er reot 1ft ra­

ee\QU.~ ...n• 11 1a 11n1eo. l eald t Mt I wu •-

that ......... 7 ,.c.. -u be r 1&4 to gln -14ere-

t1C111 to thla ...... u-. bwt that, of oourae, t be e~ 

ten -u llaft ta 11e ..,ke& 011t batw• • Dr • ..W.a _. 

IMra'-f "II ....... , 

: 
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December 31, 1937 

Re : J apanese 9e1ancee 

The Far Eastern deposits as reported by the New York 

agenc1ss or Japanese banks as or DeotMber 29 are as 

follows : 

Bank of Chosen 
Bank of Ta1 wan 
M1tsub1sh1 Bank -
!.!1tsu1 Bank 
!lum1 tomo Banlt 
Yokohama Speo1e 

TOTAL 

~ 44o,ooo 
1,724,000 

rn4,ooo 
355,000 

4, 760,000 
35· 35'~ . 000 

1\43,046,000 
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Present : 

Deoeaber 31, 1937 

Ambassador Najera 
Minister of Finance Suarez 
Dr. Fe1s 
Mr. Ol1phantJ 
Mr. Lochhead ' 
Dr. White" 
Kr. Gaston" 

Hll .Jr: You know Kr. Gaston. 
better today. 

Dr. S: Yes, sir. 
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I th1nk you look 

Ambassador: He is hoping you are going to have 
h1m leave feeling fine, better. 

HM,Jr: Which one of you gentlemen want to talk 
first, bsGlUSe you saw Mr. Welles last night . Where do 
we go from here? 

Dr. S : We had a conf erence with Nr. Welles laet 
night and he told ue that you wanted to eee ua. 

Hll .Jr: The way I feel about it ia th1a: I ap­
preciate your memorandum verY much. It gave ue a great 
deal of information, but for you and me to a1t down here 
and go into these details and do a good Job would take too 
long. Now, we don ' t want to play the fiddle wh1le Ro~ 
burns. I simply felt, after talking the aatter over 
with the President , that we have to the South of ua a good 
neighbor and a friend temporarily financiallY etibarraeaed. 
I still would be more than pleased to consult with you, go­
ing into this thing in greater detail, but after reading 
your report the tb1ng I felt 1s that what you need 1e help 
now and until we get back and forth it may be a month or 
two months. So what you said 1n your report was that you 
wanted to eell 35,000,000 ounces of silver. R1ghtl 

Dr. S: Yea, s1r. 
RM.Jr: And I recommended to the President that 
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he accept ~ recommendation that we buy that silver ae 
of today at t 5 cents. 

Dr. S: 

IUl Jr: 
as you wUh t o. 

Or. S: 

Yea, air. 

I t is up to you to deliver as rapidly 

Yes, sir. 

IDI~Jr: But we are ready to e•v to vo ted 
we will buy5,ooo,ooo ounces at 45 cent':. dellv~red :~ 
el t her !lew York or San Franciaoo. 

Dr. s: Yes, sir. 

HN ,Jr: And we are not-- it's Just a straight 
eonetary transaction and I am not going into what use you 
make o f it. There are no stri ngs to it. 

Dr, S: 
llr . Secretary . 

Yes , air. We appreciate that vert much, 
That will help ue a great deal. 

KM ,Jr: Isn't that enough to help you so that 
you don't hive to put on these exchange controls? That' s 
enough to toke care of your currency at your present -- to 
maintain your currency at the present level? 

Or. s: That will help us a great deal, Hr. Sec­
t ary . The only thing that was worrying me is this: accord­
l OS to our regulations -- our reserve at present is 104 
l:li llion peace and accordi ng to the regulations, the law of 
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t . .a Bank of llexioo, when the reserve becomes below 100 we 
have to withdraw the demand troo t he exchange market. The 
Bank has to n1 thdraw and that is whY the advance ot $10,000,000 
wl l l g ive ua acme time to see ~hat we can do. 

IUl , Jr: But this is not $10,000,000· 

llr . L9ohhead: Thii w1ll be about $15 ,000 ,000. 

KU Jr: It that i s what you want. In t his memor­
andum you 

8
;id you wanted to sell 35,0001000 ounces ot silver. 

Well, roughly, at 45 cents, that ' s over ~15 ,000,000· 
Dr~· Yea That will take care or the reserve• 

a nd t ne a.m~that w~ have to Met tor tuture sales ot exchange, 
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but as far aa requ1re~~~ents of the Reserve Ao t ie concerned, 
we will still be below. 

Mr. Lochhead: Wouldn' t .that immediately go into 
your reservet 

Dr . S: That will increase a little our reserve; 
increase our reserve about 8 ,000,000 pesoe. 

Mr. Lochhead: Only 8,000,000 pesosl 

Dr. S: Because we have this silver in the reserve• 
at the prioe • •• • .. 

Mr. Lochhead: In the published reserves, you only 
have about -- a very amal1 percentage of silver. This other 
silver we purchased i s not at present shown on your resarYe 
statement of the Bank of Mexico. 

Dr. S: Because that silver, as I explained the ot her 
day, is to take care of future sales of exchange. Our bank 
customers demand for future sales of exchange. We have to put 
in similar amount, either in gold or in silver, to take care 
of these future sales. 

Dr. White: A portion of that 35,000,000 1s already 
allocated to the future sales. 

Mr. Lochhead: But it does not show up on the state-
ment . 

Dr. White: Because they are trading this silver to 
take care of future sales. 

Kr. Lochhead: Will you put your future sales on 
the Bank of &exico statement? 

Dr. s: We will have to. Future sales is a liabil­
ity of the Barik and we have to put on t he other side of the 
S8et a similar amount of gold or silver. 

RU.Jr: You boys get itl 

Dr. White: 
there is no addition; 

So far as future sales is concerned, 
it is merelY conversi on. 
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IOI,Jr: What they are t 41 
futures and now they w111 have t ra ng is they have sold 
comm1 tment when it comes due 0 use caah to meet a future 
verting a slow asaet into a quick~;.:rou are doing is con-

Or. S: Yea. Yee. That 1a right. 

Or. White: Silver especially into gold; foreign 
exchange. 

IW,Jr: That at111 holds true, what I aa1d. 

Or. White: That's right . 

HU, Jr: Now-;-what e11& tla t here? 
that you want to do? 

This is aome-

aary 
will 

Or. S: Yea, air. 

HM.Jr: Now, as I take it, there is nothing necea­
as far aa our agreement is concerned exceot I ea:y I 
buy today and he says he will sell. · 
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Mr. Lochhead: We will send out a bid in the regular 
way through the Federal Reserve to the Bank of Mexi co today. 

!Dl,Jr: That goes out today. But a a tar as I aJU 

concerned , I don ' t have to do anything else. Now, what else? 

Of, S: We have t he other poi nte , whether next 
:year :you W1 1 purchase silver. 

RK,Jr: Well, :you s ee, if :you don't mind my saying, 
your p reee in Mexico , what I read in the New York Times com­
ing out of l.lex1oo Cityf seems to misunderstand what we have 
been talking about . don't know whethe r :you have seen 
thoae dispatches or not, but t hey are quite unfriendly to 
us . It made it look as though we were -- they kept refer­
ring all the time that I wae tryi ng t o dictate wrAt you were 
going to do in Mexico and using t his as a wedge, but there 
were several newspaper diepatohee 1n the New York Timee 
several times. Now as tar as you have got now, you have 
exactly t he eame agreement ae before. 

DR. s: That ' s true. 

Regraded Unclassified



- 5-

R!J ,Jr: All I can tell you t th1 
far as I oan tell, I can' t give a a t i me is ae I t 11 t you rtJY word, but as tar as can e , his is good for 1938 , but I can't gi ve 
you my word. . 

Dr. S: Oh, yes, I know. 

Hli{!Jr: But you have got -- and that's up to you 
to ex,lain w en you get back -- exactly the same agreement 
tor 1938 as,tor 1937, but with the world so upset how can 
I tell what a going to happen in October 1938? 

Or. S: Yes. 
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Hll,Jr: I look in a crystal glass and I hone to 
get an answer, but it isn't very good so barri ng some un­
foreseen incident or s ome k1nd or other-- anyway you have ~ot 
t he same agreement for 1938 that you had in 1937 -- 5 million 
ounces a month, barri ng some unforeseen incident . 

Or. S: Yes, I see. 

HU,Jr: All we are saying to you is you can put 
5 million ounces a month to me. You don't have to do it. 
I am not snying to you you have got to sell us 5 million 
ounces. You have the choice. You are entirely tree. Your 
hands are not tied. !dy hands are tied to this extent: each 
mont h you can offer me 5 million ounces. I give you a price. 
I f the price is acceptable, you can accept . It leaves 
you entirely tree. So it is the same arrangeoent tor 1938 
barring some unforeseen i ncident acme place, either in this 
country or in some other country, i ncluding your own. 

Dr. S: That ' s right , Sir. 

RlJ Jr: Something may come up i n England or Russia 
or Oh1na or 1ndia. After all, we have no London silver 
agreement. That is finished. But I wi ll ssY that we sin-
cerely hops that not hing will happen. 

Or. S: Yea. 
HU Jr• And we will do everything that we oan to 

to keep anyt~inS from happening, you see, and we ~r~ not 
looking tor any trouble . We would0li~e t~ h!;!el~ ~e~ rangement continue , if possible . o ~ e 
teotly clear? 
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Dr. S: Perfectly clear. 

Ambassador: Perfectly clear . 

Dr. Fe1s: ~u1te clear. 

HU~Jr: There could be no possible misunderstand­
ing , could t ere? • 

Dr. Feis: No. 

HM,Jr: That' s t h e second point . 

Dr . S: And the third one, whether it would be 
possible to make a loan !rom t he Stabili~ation Fund tor a 
teMporary period , two months. 

HU,Jr: As to t hat, in gold or silver? Would 
i t be gold or silver? Which would it be? 

Dr. S: Gold. 
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tho 
t he 
had 

HI! ,Jr: Gold. 
same agreement with 
same, Dr. Suarez . 
be tore. 

Well , we are willing to enter into 
you as before , but it has to be Just 
E:x.o.otly the same arrangement ae we 

Dr. Suarez: That is, put collateral tor the same 
amount. 

Hr. Lochhead: With t ne exception t hey could use 
gold when betore it was only silver and t he Secret ary, aa 
I unde rstand, will be willing t o have i t either gold or 
silver. 

Hll .Jr: Either gold or s i l ver , but the document 
will be exactly the same except we would add t he word ' gold'. 

Dr. s: That ' s right. 
H11 ,Jr: And the only other difference would be 

we would charge t hem one- halt ot one percent above the 
discount rat e. 

Dr. r nite: TheY have reductd it. 
cent now ao 1t would be 1~· 

It'a one per-
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HK.Jr: Ia it down to l~t 
countingl 

Dr. White: Very little. 
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Do they do any di a-

HK,Jr: K1 teohnioal statement ia correct. It's 
one- half of one percent above the d1aoount rate of the Federal 
Reserve , wh1oh would make it li as opposed to ~ percent I 
that right? ' • 

Dr. 1h1 t e : That 1 a right, 

Kl:l~Jr: But ever-ttblng else will be Just the same. 
Fierman, oheo 'f 

"r· Oli'Ohant: Yea. 

HKfJr: But you understand, Dr. Suare~. 
clear to you 

Is that 

Dr. 5: Certainly. 

HU .Jr: We can't do it the way you asked us to, but 
we can do it the same way we did before and I am willing to 
give you that arrangement tor twelve months. But we are will1~ 
to say we will prepare that document and give you that privilege 
tor the calendar year 1938. 

Dr. S: Thank you very muoh. 

HK,Jr: Am I going too tast, Hr. Ambassador? 

Atnaeaador: No; that's all right. 

HY Jr: We can't do it the way he asked us, but we 
can exactly the way betore with two differences: only charge 
l~ instead of ~ and gold added to the silver. 

Dr Wh1 te: As long as t he New York bank rate 1a 
It w!ii be iJ above that. . 

HK.Jr: ~ over and above what the discount rate i• 
in New York or whatever the San Francuco rate is. 

We have still another point -- two points 
Dr, S: 

more . 

HII.Jr: 
Bow ~ ringer• have you gott 
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Dr. B: Firat , what kind f o announcement will we 
make? 

HK.Jr: That's t you would like I will be en irely up to you, Anything thet more than pleased to Join you. 

Dr. S: Then we will h people i1ll know in Me~ioo that ave~ome announcement so the 
people feel a little better. we ve some support; make 
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HU,Jr: How would yo Ult ~. Gaeton is here for Do u e to word itt That's whet 
or have you got it he~ (poin{~~,.~~t f~e~;;d~~wn and write it 

Dr. S: I th1nk we oan say we ha ~at1sfaotory a greement between t he Secret;; ~; mutually 
•inister of Finance of Mexico with v1 reasury and 
position of the Bank of Mexico and up~~l~io ettrhengthalening the peso. ng e v ue of the 

HY,Jr: Say it again tor Ur. Gaston. 

Mr. Gaston: I th1nk I have it. 

IW,Jr: What have you got? 

~r. Gaston: •It will be a mutually satisfactory ar­
r angement or understanding with the Secretary of the Treasury 
wi th a view to strengthening t he Bank of Uex1co and the ex-
change value •..• • 

Dr. White: 
And stabilizi ng t he exchange value of 

the p eso. 
HM.Jr: Stabilizing t he dollar-peso exchange. If 

you don ' t mind my saying, that's the effect you want to have 
on the public , but I wondered if you just want to saY it, from 
your standpoint. That's the effect you want, but I question, 
from y our standpoint, the standpoint of the Uexicsn Government, 
it you want to say t hat because what you are saying is t he 
posi tion of the Bank of Uex1oo was weak• I don't t hink you 
want to sa)' that. As tar ae I am concerned, fine! But I 
question if 1t is good bus1neee tor you. Do you see what I 
mean , Ur. Ambassador? 

Ambassador: AbsolutelY· 
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Dr. 1fh1 te ·. C uld 1 t o n we trv working out so~eth1na 
with Mr. Suarez? J w -~ 

HU,Jr: All right. But here ' h 
have to leave here at five minutes of tw:l~ ~~ e~u~~·thei 
White House to see the President on the budg t gNow, I have 
saved this hour. Let's do it right now. 

8
' 
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Why don ' t you, Mr. Ambassador, go over to the tabl 
with Mr. Suarez and write so11:: thing in s 18 n1sh end tranel t e 
it in English. · a e 

announce 
standing 

(After conference the following was dictated.) 

•secretary Uorgenthau and Uinioter of Finance Suarez 
that they have reached a mutually satisfactory under­
on common problerns before the two Treasuries. 

"Arrangements have been made further assuring the 
continued stabilit y of peso-dollar exchange, thereby facili­
tating orderly exchange transactions. 

"Likewise, mutually satisfactory arrangements have 
been made with Mexican silver.• 

While Uiss Chauncey was absent , typing the proposed 
release, t h e Secretary oonveraod with Ambassador NaJera, 
Mr. Suarez and Dr. Feis. Ur. Lochhead d1cte.ted t he following 
report of the conversation: 

Hll Jr: or course you understand that what we have 
done today o:S:y takes care of your prening neede to save 
the i mmediate situation, but does not solve your real problea. 
The weakness in your exchange is caused by the flight of 
capital, both foreign and domestic , beoauee of uncertainty 
or fears as to your future action in the treatment of capital 
invested in Mexico. We had the same situation here in 19~2, 
but the actions we have taken have inspi red confidence. 

(At thi s point Miss Chauncey returned and while 
the group were studyi ng the draft , the SecretarY conti nued 
his remarks , as fol lows:) 

Therefore money that went out 1n 19~2 from this 
country, left the c~untry, bundrede of millions of dollars, 
has all oooe back, not onlY our own money but money trOll 
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fears as to your future action in the treatment of i t 1 
invested in Llexico. We bad the same situation her~~n ~932 
but the actions we have t aken have inspired confidence. ' 

(Following is stenographic reports of HU,Jr's re-
marks .) 

Therefore, money that went out in 1932 from this 
country, left the country, hundreds ot millions of dollars 
has all come back, not only our own money but money from ' 
all over the world. No matter what they say, they think 
t hey have a better chance for safe keeping and, second, for 
profit. tlot only has all t he money that left the country 
co~e back , but we have att~acted hundreds of millions of 
dollars from people who th...•Jiop*h11t is a good place. to keep 
that money. You can do the saar. -

You have all the raw materials the world needs, 
but nobody can help you but your own Government. It's 
l i ke our own country. You want people to have a decent 
living , l and, good roads, good schools and you want just 
w~~t we want , but there is the thing of goi ng too fast, 
quicker than you can afford it on a capitalistic system. 
It's a question-- you have to have sound finance if you 
want to attract caoital so they will invest in Mexico, 
keep their money there and put it to work. And you have 
got to tell them. As t he President always says when I . '. talk to him, "Do you want me to keep repeat,1ng once a week 
but we have to keep repeating and we have to demonstrate . 
What we say is that we want people to make a reasonable 
pr ofit on their investr.ent and with all the wealth you 
have i n your country -- look what 1 s happening in the Ar­
gentine. They bave 600,000,000 or 700,000,000 in gold. 
Tney are just rich with money and still theY are a pro­
gressive f orm of Goverr~nt. TheY were doing a lot of 
things in the Argentine before we did, progressivelY· But 
the people are sending their money there because they think 
it's safe and they can make a profit. 

Dr. Feis: Denmark has probably gone 
in a progressive way than any other country in 
tribution. 

Hll.Jr: You don ' t mi nd IllY saying it? 

Dr. s: Oh, no; Wr. secretarY• 

turther 
land d1B-
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all over the world. No matter what t hey say, t hey t hink 
t hey have a bet ter chance for safe keeping and , second, 
f or profit . Not only has all the money that l eft t he 
country come ba ck , but we have at t racted hundreds of milli ons 
of dollars from people who think this is a good pl ace t o keep 
that money . You can do the same. 

You have all t he r aw materials the wor l d needs 
but nobody can h el p you but your own Government . I t ' s ' 
l i ke our own country. You want peopl e t o have a decent 
living , land , good roads, good schools and you want just 
what we want, but t here i s the t hing of going t oo f ast , 
quicker t han you can afford it on a capi tal isti c system. 
It ' s a queetion - - you have t o have sound finance if you 
want to attract cap i t a l so th ey will i nvest i n llexioo, 
keep their ~oney t here and put it to work . And you have 
got to tel l t hem. As t he Pr esi dent always a~·s when I 
talk to him, "Do you want me t o keep repeating once a week? ". 
But we have to keep repeating and we have t o demonstrate. 
What " e say is t hat we want people to make a reasonable 
profit on their inves t ment and with al l the wea lth you 
have in your country-- look what 's happeni ng i n t he Ar­
gentine . They have 600 ,000 ,000 or 700 ,000,000 1n gold. 
They a re just rich wit h money and still t hey are a pro­
gress! ve form of Government. They were doi ng a lot of 
t hings in the Argenti ne before we did , progressively. But 
t he people are sending t heir money t here because t hey t hink 
it 1 e safe a nd t hey can cake a profit. 

Dr. Feis: Denmark has probabl y gone turth~ri~n 
a progress ive way t han any ot her countr y in land dis r u-
t1on. 

t o t he 

IW,Jr: You don ' t mind my sayi ng 1 tT 

Dr. S: Oh , no; Mr. Secr etarY • 

You are right, Ur. Secret ary. 
Ambassador: 
(At this uo1nt t he proposed stateme~t iwa} submitted 

Ambas sador , br. Suarez , HJ.t ,Jr and Dr. e s . 

Herber t, t hat word'arrangements. ' tW.Jr: 

Dr. Feie: 
I am atra1d of t he word ' assur ing' . 
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IDIIJ:ir: I don't like 1 arrange•enta han been IUde 
further •• g' • 

Kr. Ga~ton: How about 1 to promote'? 

Kr. Oliphant : 'Looki ng to the continued stability' . 

Dr. Feis: ' Arrangements have been made whereby the 
Mexican Government may carry forth'. or course, ae you have 
Just said to the ~Dieter, thie ia t heir problem. We are 
not in position to carry any large measure or solution. 

Kr. Gaston: 
dollar exch&rige, which 
t he ruture stability', 
right. 

Ambaeeador: 

Dr. S: Yes. 

This is a autual question -- the peeo­
is a 50/50 o'D8ration. • Looking to 
I think that covers it. That 's all 

Tr-at's all right. 

That ' s nll right . 

IDI Jr: Would you like to see the newspaper men here; 
give it out ~ere? 

Dr. s. : They are not here. 

HH Jr: We can get them up here in five minutea. Is 
that too taetf Do you want to think it over? Why not let 
them come up. 

Dr. Suare;: Yes. 

(~u Chauncey left to have 
press release ror the newspaper men. 
conference ie attached.) 

typed copies or the 
·Transcript or presa 
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December 31, 1.937 

Secretary Korgenthau and ll1n1ater of l'inance 

8uare& announce that they haYe reached a autuall:r 

aat1afaotor:r understanding on oommon problem~ before 

the two Treaeur1ee. 

Arrangements haYe been .ade looking to 

the oont1nued stability or peeo- dollar exchange, thsreb:r 

tao111tat1ng orderly exobange traneaot1one. 

L1ltew1ae, autually sat11faotory arrangeDente 

have been made w1 th regard to llenoan e1l ver. 
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70ll IWdDIA!I DI.!!u5!, 

Jr14~. Dececbcr 31, 193?. 

Socretar,r Worgentbau and Miniater of JiruL~ce Suarea announce t hat 

320 

they b&ve r oached a cutuall;y eatiefactorr underetand1ng on conoon problaa• 

before the two Treaaur1oe • 

.l.rrangeaenta hftye been r:.n4o lookin« to tho conU nuocl atab111t7 ot 

peso--dollar excb&n«e, tberobJ tao111tatlcg or4erlJ ax~~o tranaact1one. 

L1kew1ae, cutuall;y 111t11tactoey arran«""'Onh t.avo boen C!!.de lid tb 

regard to )(arleen silvor. 

-oOo-

.· 
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December 31 , 19~ 
Preas Conference. 

10:50 am 

Ambassador NaJera 
Minister of Finance Suaret 
llr. Oliphant 
l!r. Lochhead 

HU,Jr : ~he Minister of r inance of Uexlco and I 
bave t hia very brief statement to make. 

A. 

Could you give ue a little more detail? 

A. I can't, unless Dr. Suarez wants to go into 
it. It's simply tnat we have been working together tor 
several weeks and we have been able to work out Just what 
t his eeys . I really nave nothing to add to this unlese 
Or. Suaret wants to. 

Dr. S. : No, air. 

Q. : Mr. Secretary, oould you give us so~e i dea 
ofthe mechanics of itt 

A. : No. I think you gentlemen w111 Just have 
to take it on good faith. 

Q.: •ill you tell us what the present exchange 
ratio is? 

Dr. s. : 3 . 60 

Ambaeeador: 3 , 60 pesos t o a dollar. 

Q, : Kight we aak, Ur. Suaret, if the l!ex1can 
Government hal a etabilization tundt 

Dr. s. : Yes; Bank of Mexico. 

Q, : Bow 1arget could you tell ueT 
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A. : llo. 

Q.: I a that a new tund? 

A. : No. 

Q.: You have always had it? 

A. : Yes. 

Q.: W&l' we.aaaume, Sir, that by •continued 
stabili ty• refers to keeping exchange at this ratio? 

Ambassador: That 1 a right. 

Hll,Jr: Yea. 

Q.: Yr. Secretary, regarding the laat paragraph, 
on silver, does that refer to a longer ter m than January? 

A.: This refers to a particular transaction 
which is taking place today ; a particular purchase;we have 
Just concluded a purchase today. 

Q.: Could you give us the s ize ot that? 

A.: No, I am sorry; I can1 t. 

Q. : Was that made necessary in connection with 
t he aolution of the stabilization arrangement? The pur­
chase of silver today was not in line with t he general 
purchase proposals, but in line with the stab1li~t1on 
settlement that you reached today? 

A.: Maybe Dr. Suarez wants t o answer that. 

Dr. s.: That1 s true. 

Q.: You could not give us the amount. 

HK,Jr: Not this year. 

Ambassador: Next year. 

IDl J . "--ana·, manana. . r . .III:UI 

Q, Can JOU tell ua 1f an arrange~Dent ha• 

made beyond January? 

been 
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A.: I touched on that with both Canada and 

Mexico. We have extended exactly the same arrangement 
tor 1938 -- no exception; no change; limPlY an exten­
sion in 1938 ot the agreement ae it existed in 19~, tor 
both the Republic ot Mexico and Canada; an extension ot 
exactly the same agreement. 

Q. : Uonth to month bae18? 

A. : It always wae. 
always was on a month to month 
Canada and ourselves. It has 
month bae1s. 

Exactly the same. It 
basis tor both Mexico and 
always been on a month to 

Q.: But this peso- dolla r exchange agreement 
today is something entirely new. You have not had a sim­
ilar agreement. 

A.: Yes, we have. 

Q.: I dentical? 

A.: With t he exception that the previous one 
was s i lver. This includes gol d. 

Dr. s.: Do you want t o say we have had such an 
agreement before and this is an extension. 

HM Jr• I would rather not. I would appreci ate 
(epeaki r.g to'th~ press) it you would not say anything on 
that . They won't (speaking to Dr. Suarez); they are nice 
men. 

Dr. s.: I am very happy about t hi s . 

Ambassador: This is good. 

oOo-oOo 
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rOR IWII>Im BJI.'I' ""• 
1r1401• Deoecbcr 31, 1937. 

l'reoa Sonico 
Jo. 13-ll 

Socretl\ey l&crt;en\hau and l&inh\er of liMnce Buarn announce thAt 

they hl\ve roached a tllltually eatiefaotory undoratend11lt; on coDDOn prob1ect 

before tho two Treaaurioa. 

Arrant;-nh have been cado looldnt; to tho cont1nuod atabill\7 of 

pe.o-do1lar ex~•· therebf tac111ta t1nt; ordorlJ oxehnn&o tranaaotiona. 

Likowho, tllltucl.ly actiafac\ory arrN>t;ODOntl hoTo been ll!lde w1 th 

regard to l&oxiccn ailvsr. 

- ooo-

• • 
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c.&D'fiOJ - IV'fOD untq - ~ f ollorillg P~IC. IT fBI PDSIDII! h for 
publ1~tion in new~papera ~~ppenrinc 011 \he atreet a IUI.m thlm 9100 P.ll • • 
l 3otom Stcdard Tioe, •ridq, Docer.>ber 31, 193'7, Until that hour baa arri...t 
1t r:;Uat be hold OO¥PLZ'l'ILT OOIU'Illi:II!UL; t hat h, no intindion of ita eonhnh 
oaf bo ciTen ~o t\JlTOne not connected with the worldnc etaffe at newepapere or 
preu aeoocintions. 'l'b1a edTance cop;r 1e ollde a•a1lab1e on17 on that under­
ett~~~diDC aDd with the further et1pulntiQn t hat 1t 11118! 1101' D ~11'91) b7 
telecr~ph or t elephone to newepaper office• or to preee eeeoeiation client• 
be! ore 8100 P .v. , Saetern standard '1'1t>e. 

li&LlTiliG '1'0 liDLT-V:m:D DOII!STIC SILl'D 

BY '!'!Ill PRJlSID:&:IIT 01' '!'!IE UNITED STA'l'ES or A.llliUC1 

.&. PROCLAIW.' I Oil 

\l!!!iUaS, b)' Proc18tlt\t1on of tho twenty-firet d~ of Docenbor, 1933, 

ae codified b)' Procltll:lat1one of the ninth day of .&.ucuet , 1934, end tho tenth 

and twenty-fourth doye of April , 1935, the Unit ed Stntee coinage oint• are 

directed to r eceiTe for coinnee ~nd addition to tho oonet~y etocka of the 

United Stntes silver olnod aubeequent to Dece~bor 21. 1933, froc natural 

depoe! ta in the Un1 ted Stt~tea or 8JJ;ff place aubJcct to the Juri~.ict1cn 

thereof: tiD4 

1 t that' ~. such Proclnot~tion na so nodi f lod et~tee n par • 

"This proclN:II\tion eMll re:.~nin In force ~tnd e!fec~ 4 unt il t ho tb1rty-f1ret d~y of Doce=bor, 1937, unloealrep:io: • 
or nodlfied by Act or Concresa or by subsequent proc rna • 
and t hat 

~-t l IOrTO tho r ight b7 "Bot1ce 11 herob:r given t uu ro 4''- thi l i t ted 111 ne to rl-.oke or oo ~J rlrtue of t ill author 7 ••• ~f tho Unit e4 Stl\tll ~ IOOO to proc1RDation &I the intor~et ' 
requi re.• 

tbo int creetl of tho United Stotoa require 
111o1 'l'llZolD'()IlS, t in41nc th8t 

• D ~ 
• •id Proclooation of t ho twenty-firet d81 of ecao • turthor nodification of ~ 

t d b• the Act of 
f the power in DO ••• 8 • .933, a• 10 ooditiodl by T1rtue 0 

~d other lecialati~D dea~ted tor 
Concreel cited ln l eid Prooleoation, 
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n"tiont\l r ceo .. ory, &nd b)' •trtuc ot ~ll ot ll. r c:utborit:v in mo ,..,otad; 

1, ~~XLIB D. BOOSZVELT, Prcoidont ot t he Uni tod Strt~a of jnorica, 

do horoby further modify tho eeid Proclnmot1on ot th~ twenty-firat dr y ot 

Docombor, 1933, eo t hrt t he saoe ehell r omr in in foreo rnd effect until tho 

:nat dr )' ot Docombor, 1938, M.d eo t h•· t tho Mount ot deduction tor seignior ­

age, brneerco. coinage end othor cint chrrcoo fro~ tho monctcry Tr1uo o! 

oilvor deliTOr ed th')reundcr which,._, boon cinod on or cttcr Jnn~ry 1, 1938, 

ohell be ~ of such oonekey TPlne; rnd I <lo proclale ~md dir ect the.t , w1 t h 

reepect to all silver r ocoivad by t1 United st~t') o coiDI'gc ~tnt under tho 

proTioiono of tho aoid Proel•~ntion of tho twenty-firet dry of Docccbor, 1933, 

which euch mint, aubjoct to r egulnt ione oroecribod hereunder by tho Socrotpry 

of tho Troaaury, 1a or t isfiod baa boon mined on or Pftor J enuer:v 1, 1938, 

from nnturQl depooi ta in tho United Str t oe or •n:v olPCo subject to tho jurio­

diction thereof, the deduction for ee1&n1orcgo r nd aorvicca por!orcod b)' 

the ao .. , rnment ebr11 be sof, nnd t~rc ehrll br r et urned thorc! or, in otendnrd 

ei1v~r do11r r o, eilvcr certificr tco, or t1D7 oth~r coin or currency of tho 

Unite<! Stot eo, the monctery vr1uo of tho oil .. cr oo r ocei .. ed (thrt io, 

$1. 2929/ , per fino ounce) , lose auch deduct ion of~. ~d tbrt tho IBid 

Proclrmation of tho twonty-fir at dP:V of Doco~bor, 1933, ~· hcrc~oforo nod 

hereby modified ahrll ro~in in force pnd of!cet un~il t ho 31st dr:V of 

Dcccmbor, 1938, unloaa r cuoelod or furth~r modified by Act of Con;;rooo or b7 

oubooquont Procl•~ticn. 
•h•t I r oo " o tho rl"t.t b7 •trtuo of tho 

Botico to horobr gi ven • 

d1!1 tbio Proclr~>~~ticn •·• the lntarooto 
authorttr ,.a otad in ao to r evoke or ~: 
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of tho Oni tod St ate a l>l'7 aeca to r oquiro, 

Ill I ITnSS I IISilU, I Mvo horount o aot rq hlm4 md cnuaed t ho aenl 

of tho Unit ~d Bt~tea to be ~~fixed. 

Done a t the Oit;r cf l aehin&t on t hia 30t h dey of llecomber , i n the 

;rou of our Lord ninet een hundred 

find thirty.aeYen, end of the 

IndopeDdonce of tho United st~te• 

(SIAL) 

B~ tho Proeidontl 

(Signed) CORDELL BOLL 

Socr~trr;r ot St~te. 

of .Aaoricn tho ona ~rod &nd 

alx~y-aoeoo4 . 

(Signod) J'RAIIXLIJI D. BOOSEViL'l' 
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P.AJltUL P.IJII.PIDU.81 OP !IUO!IAM UU:ClfD 

JllO.I: .ble!-1oan l'abaeey, Pull, France 

DAT:C: Deo .. ber 31, 1937, 5 P••• 

10., 1794 

PROM OOOIIRAJ. 

By 527 vohe apinet 85 Obaablr early th1e morning 

voted 1938 budge1i on eeoond reading following approval 

by 8ezate yeeterd&y. P1n&Do1 bill oontaine requirlllen1i 

for taxpayer• to declare location and mmbere of their 

aDd their faail1ea1 bank accounts. nnal action by bo1ill 

Ollallber and 8llllALte on budget and financial law npeoted. 

during tonight ' • seaeiona. 

Over-counter exchange t r ading by banks was light 

today . :rrenoh control had to continue to give sterling 

to hold rate to 147.30 . 

Peeetmi .. f elt in b&nlcing circles over outlook in 

view of neoese11iy for heevy borrowing on the put of the 

Oovernaent, the uneettled. labor a1tuat1on, and the 

poae1b111ty th&1i att.-pte to aolve labor problells rill 

bring out political differenoea. 
BULLI!'f. 
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