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a.u. Jr: 

Ji . Merle 
Cochran& 

l:I .M.Jr: 

C: 

H .~.Jr : 

C: 

¥t."'u.Jr: 
~ 

C: 

H.I.I.Jr: 

( 

C: 

a . tt~ . Jr : 

C: 

H. 1~. Jr: 

C: 

H.M •. rr : 

C: 

\ 

May 4, 1938. 
1:05 p .m. 

I put in a cal.l half an hour ago tor you. 

Yes . 

Because, over half an hour Butterworth called 
me, see? 

Yes . 

But he keeps postponing it every five minutes. 

I see. 
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Now, what we've done is we ' ve submitted a message 
to the British which I'm willing to send to the 
French. Hello . 

Hello. 

And I thought t hat we ' d have it in, in order to 
save time , and to get it to you as fast as possible; 
I wanted to - but , I 'm going to tie up this wire, 
even though I - I ' rn not going to talk to you on 
it, you see? 

I see. 

And I' ll turn you over to Lochhead, and he can let 
you know what's been happeninc , see? 

I see - thank you. .Ul right. 

But , we ought to have a message from the British 
any minute now. 

I see. 

Now, I didn ' t know how important it was to try to 
get i t to Daladier before he went on the air; I 
understand be' s going on the air at eight o ' clock. 

Yes . I understand this communique - I mean the 
State 's acknowledgment, that 
everything was satisfactory . 

Regraded Uclassified
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H.M.Jr: 
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H.M.Jr : 
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H. M.Jr: 

C: 
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C: 
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Well, I ' ll tell Archie to give you the whole 
thing. 

I see. 

And, you can do that, see - because you can be 
'R'iting it. do'Wll wllile we ' re waiting to hear from 
Butterworth. 

All right . 
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Now, while I have you, is - is the Ambassador back? 

No. He called me three minutes ago, wh.i le you were 
trying t o get me . You see, they found the line was 
tied up. That was Bullitt telephoning from London -
the f i rst I 1d heard of it. He called here and said 
either Wilson or me. And when he got me on the 
phone he said, "What's new?• 

Uhmm. 

And, I said, "Oh, we 1re pretty busy," and he sai d, 
"Why• I understand you have to have a message by 
eight o ' clock." And I said, "Well, where are you?" 
I said, "You knoll about it .• and he said, 8 1\'by' 
I•m at , - in Kennedy's bedroom. • And I said, Well, 
they have later information there than I have. " 

Yeah. 

See? And be said, "Well, I ' ve just seen Uonnick 
and be said that everything ' s going to be O.K. • 

Uh- huh. 

And I said, •Well, I •ve heard nothing from 
Washington since three o ' clock. " 

Well • • •• 

"Butterworth has talked aince then and,• I said, 
wi don ' t know anything. • 

But he was in ah - the - ah - Bulli tt was in 
Kennedy's bedroom? 

He said that he was in the room there. 
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Oh, I see. 

It was the first thing he'd heard from them since 
he lett Berlin. 

Ah •••• 

But he - I don't know whether he was trying to get 
Wilson or not - anyway I was the one that •• •• 

Well , the point that - when he was here I talked 
to him about a possibility or ~ coming to EUrope. 

Yes sir . 

And he said if I did to let him !mow. How what we•ve 
done i s very, very tentative.ly . We ' ve taken, ah, 
accommodations on an Italian boat tor the f i fth -
for the sixteenth or July, and the twenty-third of 
July. 

Yeah. 

To go to Nice, you see. 

I see. 

And Bullitt said that he would take rooms for .us 
at the Hotel Ducap. 

Hotel? 

Ducap - ..D-u-c-a-p - At Antibes • 

I see. And you say you ' ve 11111de reservat i ons? 

No, Bullitt s~s he wants to do it for me. 

Bul11tt wants t o do it tor you? Yes . 

But he didn't know when we were com.ing and I 1m 
telling you now. 

Yes. 

He wants to do it tor me because he said he 
could save me a lot or money. 
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Yes . 

And he wanted to know what we wanted - r.etd 
want three double r ooms and a pa.rlor. 

Three double rooms and a parlor? 

Yes . So - will you tell him that - when he 
gets to Paris? 

He told me that he was sailing over there on 
Friday or Saturday. 

Well, that ' s plenty time enough. 

Yes, So I ' ll tell him as soon as he co es . 

When he comes you tell him because he said 
he'd like to take care or it. 

I've heard nothing frotn him until he just got 
me - just while we were trying to cut through, 
you see? 

I s ee . Wel l now, we ' re tying this up and I ' ll 
let Archie bring you up to da te, which will 
save time . 

All right. Pine . 

Now, just a moment, now. But when Bullitt gets 
to Paris you tell him about ~ tentative plans, 
will you? 

They' re still tentative - to sail on an Italian 
ship July sixteenth or twenty-third , 

On an Itali an ship. 

Yes . 

Direct to Ni ce. 

Direct to Nice . 

Yes. 

On the sixteenth or t wenty-third . 

That ' s r ight. 
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I see. Al1 right, I 'll tell the Ambassador 
a s soon as he comes . 

Thank you. Now, just a moment. 

Operat or . 

Put Lochhead on - I Vlant - and l et me talk 
to h1m a minute and let - then Mr. Cochran 
will talk to him direct, you see . 

Right. 

(Short pause) 

He's 1n Ur . Taylor ' s offi ce . 

Well, get him. 

Al1 right. 

Hello 1 Cochran. 

Yes, Mr . Secretary. 

I haven' t the slightest idea how long this is 
going to l ast but I ' ll let you talk to Archie 
Lochhead and he 'll br ing you up to date. 

I see. Al1 right. 

H. U. Jr: I think it's .. .. .. 

0 : lfr . Lochhead . 

H, loi . Jr: Archie. 
Archie 
Lochhead : ' Yes , sir . 

H.M.Jr: I've tied up the phone and Cochran' s on the 
phone -

L: Yes . 

H. M.Jr: - while I •m waiting for Butterworth. 

L: I see. 
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ADd bring Cochran up to date as to t he message 
aDd evecytlUng1 :you see? 

I ' ll. bring lnm up to date in 11lY' room then. 

I n :your room. 

Yea . And then as :soon as I br ing him up to 
date - do :you want me to 
report to you? 

No, Just keep • •• 

I'll. keep in the room with him. - . . 
That ' s it, keep -

All right . 

until. I get through w1 th Butterworth. 

Al.l right, then, I ' ll do that. 

Thank you. 

Operator. 

Yes . Did you get - turn Cochran over to 
Lochhead? 

Yes, I have. • 

Thank you. 

All. right. 
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~AIIS••TME CABilET IN All EITIAtiiiNllf IESIIOtl TOIAf CtiiiiEIEI 

~EIOGIIICT IAMC AT A UHI UTI AQ AT TilE SANE TillE IAUIMC A liD 

NATIONAL IEF£MSE L .... 

TME STecK KAIXIT lOSE .. I~IS OF IEVALUATI .. , VKICI ITAIILIZE 

THE FRANC AT ILICITLf UMIEI TMitt CEMTio 

TME COvtllllfEMT ACTEI AfT COIQ'JRtiiCEI IITL II.UIIlKTOM AMI LONDON 1 

VHICH NPST, UNIEI TIE TMIEE·~OVEI ~NETAif ACIEENENT, APPROVE ANY 

ACTION IT BAY TAKEo 

VASIIMGT .. AIYII£1 AGAINST IEfALUATitl Alii TitlE lAS IIIIEISION II 

CABINET IAI~ IEIEo 

TIE NINISTif OF FIIANCE IEIIEI I~RS THAT PAUL MAICMANIEAU, 

FINANCE MINISTER, KAI IESICMEI OVTR TIE CAIIM£I'S RECISION, JUT IT VAS 

At"lTTEI OFFICIALLY T*AT THE FINANCE MINISTER ANI FOREIGN AFFAIRS 

KINISTUJ);OUrs !O'INP IAI Ul 11' £QIJII,_f_ VIT! PAUL IEXNAUI, "UUTEI 

OF JUSTICE, A'll RAYMOND PATENOTRE, MINISTER OF NATIONAL ECONONT ANI 

PRODUCTIOtl, Oftl TilE QUESTION OF DIIUl FIA'IC IEVALUATIOIIo 

'/~·GU,_, 
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ADI CAIINIT1 PAllS 

TMt CAIINIT NIT ' AS A FtiKAL CtuMCIL tF IIIISTEts' AT TIE ELYSEE 
PALACE UIIJEI PUSIIPT ALIIIT UlltAI AQ A.oncrt IT IU IUCDI •&~ 

IKPOitA.r JECISI .. ce.cEIIIIIC IEFEIIIE OF Til FIAICo• 
IIIFORtG:I OIIEIYIIS IQEISTOOI TllAT DillY 110~8EIITBU 1 VIIITEJ STATU 

SECRETARY tr TUASVIY 1 IAJ VJCEI FIAIC.E Tt CtiiTIIIVI ITS. PlESE liT . FIAIIC 
VALUE AS LOIIC AS POSSIILEo 

1101ftYII1 TD CtfUMIIIT 1 EACJEI Tt lAUE U ,ooo,ooo,ooo FIAIICS 
.,, o,ooo,ooo Ftl IIATI~ IEFEIISE, WAITS TIE FIAIIC STAIILIZEI Ill 

UVAIICEo 

ltTAILS tF TIE FIEIICII IECISIOW VIII WITIIIIELI IIITIL PIINIEI EIOOAI 
DALAIIER BIOAICASTI All AIIIEIS TONI811To IKFtlN!I IOUICES SAil TilEY 

VOULI IICLUIE IIYALUATIM tF Till FRAIIC Tt U Tt TD IClLUI C2o 111 

CENTS A FRAIIC) AQ 110 TO TIE POVHI ITEILIKo 

".--cr15TP 
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AJI CABIIET, PAllS 

SUCK IEfALUATI .. VOVLI PltJDCI A •PIOJIT• T TIE CtfiJMKI.r IITIIA• 

Ttl AT 2510001 000,000 FIAICS (APPIOIIIATILT 17,01 0001 000)o 

TKE toLUI Ul 1'001 StAUI ACAIIIST TH JIAIC .. TU PAllS IOUUI 

AIID TilE LONJOII UIUTo TU IICLUIE CARIIII Till lOLLAR Tt 34ol3 JIAICS 

(2.121 CUTS A FIAIIC> Ul Till POUII TO 170 JIAIICS Ill PAIISo Ill LGIINII 

TilE FIANC TOGCUI l?O l/4 JIAICI TO TilE HUlllo 

li)([M TilE SITUATIM IlCAta: SIIItUS ' . Ill FUIICI IQUALIUTIM TUIII IWIIC 

INTO ACTIOII Alii TUIIIEI TilE Tl£0 SO TIIAT TIC£ CLOSt IATU ltU AIOfl 

TilE JAY'S L .. So Till IOLLAI CLOS£1 AT 33ol3 FIAIICS Alii TXt POUIII AT 

1'90 15 FRAIICS JN PAIISo 

RUMORS CltcvLATEI THAT TIE GoSo COftRNMt.r VAS COITIMPLATIIC 

IEYALUATION Of TU ltl.LAio TIAT UPOIT 1 t.riULT UNCOIIFII111:11 UIOUN• 

DEl TO TilE All OF TU JIAIC IN eTHER NARUTSo 

TKE I'AIIS lOURS£ IIAI A COOl IAT WITII ALL SECTI .. S IISIIIC GNIEI TilE 

LtAI OF COVJ:IIIIIE.r UIITES V111CI HAl A 2•POI.r IISio 

IN TlfE AISEICE OF TU TIUE FACTS, NAN'f ltniOIS CIICULATJ:I Tt 

A'ITATE TRAIEIS VKO StUCKT TO NEICE AGAINST ANT ACTIM TilE COVJ:RNNENT 

IU'KT TAU, 

"•·-R2031' 
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rROll: Allerioan Jabassy, Paris, France 

DATI: llay <l, 1938, 6 p.m. 
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fRO Ill 0 OOHR.t. ll . 
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At six o' clock this afternoon I had a talk With the 

Bank of France. 169 l/3 -s the final franc rate. The 

market was still demanding sterling, although there wa e 

beginning some profit taking on exchange dealln.g. 

While my friend of course could not , in the oirOUII­

stances, ha•e •olunteered the information, it ie suspected 

by my two market contacts that certain purchases of sterling 

which were made this afternoon by Chase and Oomptoir were 

for contr ol account. There was an improvement in three­

mont hs franc f r om 5 yesterday to around 3 in late afternoon 

today, 

There has been some pressure on the Swiss f ranc , 

with •ery hea•y pressure on the belga and the National 

Bank of Belg1UIIl has been called upon to give important 

support to the currency. For French railways account 

OUaranty has pur chased sneral million belgaa. 

In apUe of some profit-taking at close, french rentea 

and shares made good gains. There are many rumor s on 

tripartite oon•eraationa on the market, also with regard to 

possible changing of .blerioan gold price by 10 per cent, 

and probable announcement by 'Oaladier in hie radio broad­

cast this neniD& at 8 o ' clock on the financial situatioo 

in 
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i n J'ranoe of a llalt to dwaluatiOD of the f:rano. There 

waa oiroulat~ a ru.or tbat Karohandeau waa to raaip, t o 

be 11\lOOeeded by Reynaud or Dar4er, but this -• denied 

later. 

WILSOJI. 

~ . 

• 
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FOR !BE PR~SIDE•T OF T HE UNITED STATtS 

STRICTLY COMFIDE~IAL 

• • . . 243 

THIS VO~IKG I RhChiVED ~ MOlL IN FnlN~H FRO~ ~ARCllAftOCAU, 

J. TRA NSLATION (Jf f,HICI:! rO LLO'A'S : 

• ; T niL oPJ:.:InC KE,U bS'l' OJ•' l&R, li.JilO&:ITiiAU THI! 
FlU!.~CH OOV~RNioi.RNT liAS LlECI DE!J 'tO A'IJHT THE 
Rb.?L'X 0~ TliL .< li :.RI CJ.N GOVlRitii.J'NT. 

8 Td i S ,U,,$?0l'IJI Bt.CO:lES Fl\0 14 HOUn TO HOUR IIO!lE 
OiiGdll' /.tiD E UHOZ.,.TLI RL.,UEST 1R, .!IORGENTI!AO 
t O lUKE ltS'J•.tl BIS !l!::PLY I ll All IN1ERVI EI\' ':lHI CH 
U£ I S KINDLY GI VI NG OUR f i NANC I AL ATTACHE TOO~Y, 

~AY 4Tfl , J't 9 0 t CLOCX lr.t.SHIIIOTO!i Tlll t.. I ll TH I!. 
:YEAIITiltll ~ E. COIITII CE, AS WE 81\VE BEEii RE.,UES'Il'.D, 
7J D hP'UIIl OUR CU.1REi;cy AGAI Nf>T THL &XTRhliELY 
STRONG Pll f.~:3Ut1E 1\H! CH CA N 0 Nt.1 GROW. IT I S 
!fECESSAR'l: FQ!l US 10 I:UVb A::) ..j0011 J.S POSSI BLJ:: i•ll 
AOHERF.NCI! '1'0 OUR iUH,UEST. 

• WJ:. GIVl:. TJiB /oSSU!t/,NCE THJ.':' TIL Y:idNCH GOVi:.R!fltLIIT 
ESTABI..I SHts POR ITSI'.LY Tli~ CON~UIP L.i.'l.'EI> DROP AS 
Tin. LAST. • 

TilE FOLLOI<IIIG RF.PLY lfJ. S lJllJ. FTUl Alii> T:IAliS::ITT£1> TO TilE 

BRI TI SH I'OR Tln .. I!\ £1EJICTI OII At.OIIO •• ITH A COPY OF THF. NOTE 

t,.UOTED ABOYE1 

~CONSI!.C,U£111' UPON THE CO IISUt.'l'ATIOll r.tUCH THh PR~.IICH 
GOVUUULi:.lfT !U.S CJ.P.RI ED 011 ::ITB THl. AIIERI CAI AND 
~RITISH OOV~RilEITS, J. S PROVIDED BY THE TRI PARTI TE 
ACCOIID, Td i S OOVL'U!lii::.ll': R!Wr.ili>G 11lE ;.CCORD AS 
COliTU UIIfO I & FULL OPF.JV.TI ON. 

• TUB ASSORAICES I i THL NOTY OF »A'X 41 l9JI, GIVE• 
BY Til.£ FHEI\Cli GOVl:.R JIU:Ji'i 'II!Tii h1:.3Pt.CT TO CARRYI IIO 
OUT TBh Lr.T'l'LR .U:D SPI RIT Or ";Ht- ACCORD ARB IIOTED 
WI TH THL GRhATl:.ST OF INTUK~ST.• 
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TBB 8RITI88 ULINOIJD US YIA BUrT.ER'fiORTll 'f.BA'l' '1'lll! £W) 

JOT RF.Cil!IYED AJ! IOU PROil TilE FRJSIICH IIIID 81'ATBD 'fHA'l' 

TBZX IUD 110 OB.T!C'l'IOI '1'0 OUR CO II'J.'l'.KPLATED AISWJ'JI . lrl 

I I STRUCTED COCfiRAR '1'0 DELIVER THE fiOTE, 

DAL.ADIER THIS AFTZRIOOI ANNOOIICED 11 A RADIO ¥£8S.AOI TBI 

l'URTI:lER DE'fi.LOA!I OI OFT~ I'RAIC /o liO It AT OICB DROPPID 

'1'0 ALliOUT 'tllt l v.f l.!.V.ii.L, 

RJI.lfRY liOI!OEHTHAO J R. 
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YOR tlih PRRS I DEIIT OF THB UNIT~D 6 'l' ATf1S 
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'IBI S llORIIIliC TilL PRE!I CII YI N:.IOCIAL A TTACI:I£ I'~~.IIENT[D ~ I:O'i'E 

I N F .R!:RCli F ROIII J.IARCIU MD.EAO 1 :. TRANSL/ TI OI OJ! '.ll ! CH f OLLO'o'/S : 

" AT Tile :l.b1iTINCi OF Tfij, COUUCI L Olr' IHIIIST~RG 
f:!li!. l) ON 'lin, 4l'li o~· II:~~ AT 8 : .)0 ( JiRENCH 'I I U&) 
I T \~.1\S U.t.C IU.EO ·.ro J'DD.RLSS TO TliE CiO VE.I\IIIilft Of' 
Tlii UtiiTEU S'lJ.l ES Till:. FOLLOitiNG Ui>SS/,GL TliF. 
TBXT o•· lfli.! Cii IUS BE.E.ll ..:Oi.t~UNICATED TO iffi . 
C;)Ci!ftAN .BX !!. n UEFl' I-1W T!:.LJ;.PHORLD BY THE LATtER 
Tv Tlil. PRENCU Ali.Bi,SSAOOR 11 li'/lSU!NGTvl ':.110 IUS BEEJi 
J.SK&> TO hllSU;U:l I 'iti ':RAWliHSSI OII TO THr S ECRt:TJ!IY 
v.!' THl. TRHSURY. 

" ' AT T8f SPeCI FIC RI!,UJ.;ST OJI MR. IIORCihliTli#.U THE 
FRHiCH GO V.E.HllllEJIT liAS I.IECI OE!J l\) AM.IT 'H!E REPLY 
OP Till:. Alllr.RI CA N GOVI-2i!li!.ILNT. 

"' Tdi S HUSPONS~ ~~CO!o!~S FROio! HOUR TO liuUR UGRt UROFMT 
MiD ill:. UHGI:.IiTLY Bf.'<UEST :.R. loiOROr; NTHI\U TO !HIKI! KIIOI\11 
lii S RLP LY 11 AN !NT~VI~W WH I CH M~ I S KINDLY GIVING 
OUit ~·tnANCIJoL A!'l"ACiiE. TODA'i , liAY 4TH, AT 9 0 t CLOCK 
oH SRI IIOTOI TUE. II T"d !:. i.IEIJITI IIE •':"L COII? IIWE, .AS 
KB !iJ,VE J;Jc.F;N IU:. .. Ci.S!f .. D, 'IO DU'EilD OUR CU3RF.MCY AO.HNST 
T!il. EXTRE)I£LY STROllO PRESSURE llHICII C;.r; ONL'i G!{QJ . IT 
I S J(ECES6 ARY FOR US TO lii\VE AS SOOII t S POSSIIlLt J.fl 
J.Oii ER~NCE TO ::>U:! 'IE:., UEST. 

• t WE GI VE Till! ltSSUilJI NCJo: Til AT TIU. F':lE!ICI! GO VF.Riflll:.tiT 
" STABLI SIIUJ r'OR I TS.cLr' Tar CON1 E..»P LI\TED CROP 1.8 l'HI! 
I.AST. u 
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T!!£ FOLr.c>WIIO REPLY WAS DRAF'rED ~ liD TRJ.N"SliiTTF.D '1"0 

TRZ BRITI~H f OR !a!I R ~!ACTIOI ALONO a i TH A COPY 0, THK 

l.IOTE '< OOTI!D /,00 VE 1 

• CONSI5'< Ul!JIT UPON '18!'. CO!ISULTIITI OH WBI Ci:l '1'H.E IREifCII 
GOVI.l\Jlill:.tlt BAll Cl.rlKI Ul OJI ri'I Tii T.llli All~AICAJI AJID 
BRITISH GOVI'JUIII.ENTS, /16 PROVIDIW B~ 'l'BR TRIPARTITE 
.I.CCOI\D, TIUD OOVEJU(il~N'l' RbOAP. DS THE .hCCOllD MJ 
CONTINUJN J I N FULL OP~RATtON. 

•ta£ AOSURANCES II TH E lOT! OF llAY 4 , 19)1, GIYII 
Bi' 'l'Hh F!lEliCB OO VElUillLJIT WITS 31:SP&c·:r TO CARRYIIO 
OUT Till: Lli;":;.' .l..~ IillO SPIRIT ot• Tll£ ACCORD ARH IIOTBD 
fiTII till) GliB.\ TEST OF u.'T!Ri:.ST. e 

Til::: lliH TISII I F.Ll!.PBOIIE.D US VII. BU'ITJ::Ri'!OR'l'B TilAT TliSX 

liAD IIOT Rl.CEIU..D ANi' /iOlE FllOM 'l'llf', FHEIICH /.NO S'l..STJ'i,ll THAT 

'l'BElC .HAD liO OBJ I:.CT.tOH 'IO v UR CON'!r.JlPLAHJl AtiSWI!:R . 

BliTrER.fOI!TR AI.SO !!!;Ail '>'iU. l>nAPT vF TdEI R COt;';'DlPLATED 

W£SSAGB 'lO TBb FaLMCu. I i ~AS KOnL GRuDGING IB TONE T~l 

ouas .&JfiJ RU£.!\R£D TO Thf.. PLf.OOI!.. OIV.I::.H lH ?tiE FRBJIC8 NOTE TO 

liS J.S A PJ.CTOR tH 'Iil£l ii I>~ISIOH TO CJIISIDER Till> COif'IEMPLATED 

L>llOP Ill Till!: l !iAWC AS B£ING •HOT IlfCOHSISTF..NT WITH• TI:IE 

'fR I?ARTITF. /oOREi.lll:.l'iT. 1 Dl1! NOT C.)lillEIIT 0 11 TtlU R 1\EPL:i • 

.)Oil C'U RI:.PL:i lt..tl CAREPULLY V.ORLIE.I) W AS TO LEAVE 

US 'lil 'Iti J. I'£RFioCT!.Y 7RE£ Hil!D 70 :.nsBT l"ll k. :JU:T CO!iTIIOUCY 

WIUCiiEYER liAY WS S.l.lf Fl't, AI D AT TIU SAID; TillE TO PliOVII>£ 

ao• E ~ORAL SUPPORT TO TUL f RaHCH I ll TUEI R PRESENT CRI SI S , 

WHILE COIIVEY U O TO TfU!X THE IIIPOR~A IICE Of' PRIOR CONDtJLTATIOI . 
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AT T8RU P,W, COCHRAJI TSLEPBOIED I'ROlf PARIS TO UY 

TIIAT Tat I'BEJICB AU !.XtBEIBLY PLE.&6£D WitH OUR RIPLY AID 

GRATEFUL POR ITS TOlE AID ARE TRYiliO TO 0 1:.'! THU BRITISJI 10 

ALTER i H!IR lfE.SS.&OE, WHI CH TW:Y I'UL THf;Y COULD IIOT POSSIBLY 

PUBLISH TOOETHbR Wi iH OURS AS THEY MIGHT LIXE TO DO, 

DALAOI ER THIS AFTERNOON ANNOUNCED IN A RADIO KEBSAOZ 

THE IOilTIU.R DEVALUATIOJ OF TH4 FRAIIC, ~u":D IT J.T OJICZ 

DROPPED TO ALlfOST THE NF.'II LEVEL. 

BY OUR DBLAY Ill ANS\"IERING THE tREUCH I BELIEVE WE 

ACCGifPLISH£0 T'lfO TRI IIGS: 

l , W.E OBT.&I If£0 ASSURAIICI:. T HA 'i' THIS DE.CLIWE IN THE 

FRANC 'IIOULD bE TH £ t' INAL 0!11! . THOUGH TillS 1\SSUJIJ,!ICE: BlC 

NO W.E..liS COIISTI TUTY.S A GUABANTlC , THE FRfliCH liA VE BREI 

THOROOOHLI SCARED AND REALI£E THEY CAN NOT CONTINUE TO ~T 

THE FRANC YhLL ~!TaoUT RUNM!liO THE CRAil DANGER OF HA VIIP 

OS DROP TI.I.EK YROll Till:. TRl?ARTITE ACCORD. 

2 , W~ fill VB lMPRESSl'l> TS£ fi'REl!CII WITH TIU! NECESSITlC 

FOR CONSULTUIG US LOIO I lt ADVAIICE OF AMY COliTE:IlPLATJI'..D 

ACTIOI BX TH!M. TIIElR PROFUSE EXPRZSSI OIS OF REGRETS BY 

TH~IR REPREB£11ATIYES AND PROMISES NOT TO LET IT RAPPEl 

J.OAII OIV£ US 80111 HOPS TI:I/,T WE WI LL BE GIVEJI »>R& TID 

II PUTUR& PRBICB CRI SES. 

HRNRX VORO! ITBAU J R. 
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Ua,y 4, 1938 

8: 45 pm 

' 
At 8 : 45 ~ . m . Cocnran telepnoned to Lochhead 

as the Secretary was attending a formal dinner at 
the French Embassy tnat evening . 

Cocnran rave tne follo~1nr. message to Lochnead 
ITnich he nad received fro the French 'l'reasury ror 
trl\nsmiss1on to Secretnry tlorgentheu: 

·· · • •we bad t:.ou ·nt tMt tne relllY wntcn had 
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~ l'equested 1n our communi cati on of yesterday 
.. o\IT-n-~ -;-iven toni ·nt durlnr the aooointment of our 
Acbassador ir. ~asnincton. In consequence, tne Council 
of :anisters was su01med for 11ednesday morning at 1:1 : 30 
o ' clock to take tne flna1 decision before tne opening 
of the Paris market . ·raking accoun• of the fact of 
::r. ~:orgentheu 1 a comments oon1'1rma the rumors wni ch 
circulated in Paris this past evening in r espect to 
a new i tern pu:>l1ened by American ticker s 1n New York 
on the excnanre question , it 1a reared that the 
oressure on the market will be stronger tnan preceding 
days . It appears essenti al that a repl y be given 
before tne meeti ng of tne Council of ~in1sters . • 

Cocr~an stated that a sim1lnr me ssaYe had been 
tele~noned to Leroy-BePul1eu a t iasnington wi th in­
structions tna• it bP delivered witnout fall to tne 
Secreta~· tn1s even1n&· ~!r. Lochhead got in touch 
with tne Secretary at tne French t:'ltbaesy and lnfor'lled 
n1::1 of tne c;eesare from Coonran. Secretary !-.:orgenthau , 
up to tnat time , nad not received any 1nfor~t1on from 
tnc French ~~bassador or Financial Attache as to this 
note . 
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THI: Sl:cftln'ARY OF STAn: 

WAaHINOTOfrC 

Kay 5, 1938. 

Ky dear K.r. Secretary: 

I wish to thank you for your letter of Kay fourth, 

enclosing a oopy of the aeeeage received from the Presi­

dent with regard to the rrenob financial situation. 

With beet wi ehee, 

Sincerely yours, 

The Honorable 

Henry Korgenthau, J r., 

Beoretary of the Treasury. 
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SPECIAL GRAY 

Pari s 

Dated Ma y 5 , 1938 

Rec ' d 7 :50 a ,m, 

Secretary of State, 

Washington , 

709, Mr.y 5 , 9 a . m. (SECTION ONE) 

PRO!!. COCHRAN . 

At cwenty minute s bc!'on ti£!1lt last evening I 

delivered ]Je r:::ol"ully t o Rucfl' tn the office of the 

ll1n1 ~tcr of Pi nonce the fol 'low1 nr. communicat ion which I 

had just received by tclcphon€ from Secretary Morgenthau: 

"Conl!cqucnt upon the consultation which the French 

Covernmcnt has c a rriEd on with the American and British 

CovemtJent•· as providEd by the TripartitE Accord this 

Covernn£nt regards thE Accord as continuing in fUll 

OpEl" 'tlon, 

ThE nsaursnces in the notr of t.:ay 4 , 1938 given by 

the f•'rench Governmen t wi th r espect to c a rrying out the 

lette r :.mel spirit of the AC cord flre noted with the greatest 

of 1ntcrcat11 , 

• 
RR 

• 
Regraded Uclassified
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PARIS.--FINAIICI MINISTER PAUL MARCHANDEAU ANNOUNCEI TODAY THAT TIE 

FRANC VOULI BE KELI AT A MAli~ RATE OF lTf TO TIE POUNI STERLIM~, 

IN AN EFFORT .. BY AGREEMENT IIITH THE U,$, .. AI'I.LiRE&t BUIUl-·TO..Ili_EifCTHDI 

TK£ CU8RtfCY ANI ATTRACT IIFU~EE fltMCH caprttl JACK TO THE COUNTRY, 
' 

THIS WORkS OUT AT ABOUT 2eTf CENTS A FRANC OR A LITTLE LESS THAN 

36 FRANCS TO THE lOLLAR AT TOlAY'S OPENUIC: LONDON QUOTATION OF 

$5e00 1/S TO THE POUND, 

MARCKANI£AU SAil THAT THE lTf RATE WOULD NOT CONSTITUTE A IE JURE 

OR fiNAL STABILIZATION, 

THE N£11 RAT£ IS SORT OF 1£ FACTOR RAT£1 ANI IT liAS REPORTED TKAT 

TH£ C:OVERNMENT INTENDED TO HOLI THE FRANC AT THE MEVLY SELECTEI LEVEL 

fOR TH£ PRESENT ANI PERHAPS TO FIX A DEFINITE RAT£ LATER 

ANNOUNCEMENT OF THE IIEW RATE CAME AT Mil-JAY AFTER THE FRANC IIAD 

DROPPED IN THE PARIS AND LONDON MARKETS, 

TH£ FRANC OPENED LOVER TOlAY. THE DOLLAR liAS QUOTEI AT 3,,10 FRANCS 

C2e7f0 CENTS A FRANC) AND THE BRITISH POUNI AT lTSefO FRANCS. AT THESE 

OP£NINC: QUOTATIONS THERE HAl BEEN A IIOP OF NEARLY TVO FRANCS TO THE 

DOLLAR AND NINE FRANCS TO THE POUND OVERNIC:HT. 

NEWS OF TKE STABILIZATION SURPRISED TKE CO~NTRY BUT THE NATIONALIST 

OR RIC:KT IIINC: PRESS C:ENERALLY APPROVED ITo 

5/,••RS3fA 

Regraded Uclassified



Secre tary of State, 

''lashing ton. 

RUSH , 

GRAY 

London 

Dated May 5 , 1938 

Rtc 'd 9:08 a , m, 

371, ::.ay 5 , 1 p . m. \ 
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STRIC~LY COtWIDENTIAL ?OR TREA5URY FRO~ BUTTERWORTH, 

ThE Chancellor of the E::chcqutr in answEr to a question 

in thE HousE of Co~ons will make thE followins statement 

betweEn 2:45 and 3 :45 this afternoon. 

"At the bt£:innin~ of t his WEEk thE French Government 

it~o~td us that thEy d id not consider it possible that 

t;'l: "r.- nc coult. ;,c maintained nt its then ltvtl and that 

the7 r:trt ~or.tc-:pl&tin;: a lower rate in the neighborhood 

of 175 , The ?rcnch c~vcrnreEnt ~~c a similar communication 

to the rovt rnmcnt of thE Unit ed States and, as is 

contcmvlntEd in the Tripartite A~rccmcnt , consul tations 

between t he threE Govr.rnmcnto thEn took place . ThE French 

Qovc:·nmcnt have given assuNmccs that it is their 

intention t o achieve as the eventual result of their 

policy a raLt corrcspondinc to t hE economic position and 

givinc to ?r•nct no co~pttitivt ndvantagt , and that 

th£ 

• 
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- 2- #371, May 5 , 1 p . m. , from London . 

the prcecnt dowm:ard movement woul d bE thE last . In 

thcat circumstanc es , aft er consul t ation wi th t hE AmErican 

Govcmi!IEnt we have r Eached thE conclue i on that thE 

253 

ac t i on which is b Eing t aken by the French Govc mm£nt 

should be regarded as not i noonei etent with t he Tri part ite 

Agreement , and t hat a gre emE nt , i n t he vi ew of all three 

Governmen t& , cont inues wi th f ul l force and eff ect" . 

Phllli~c cni e t hat he •.v~ s somewhat doubtful about 

putt i n: in teE 3ctual fi (Ur t 175 bvt tha t pre ss reports 

from Pn r is were ':Jrinzi ne i n th£ ficurE 180 anc< t he franc 

hac' optnE~ ~ere nt 179 . 

It is ine vitabl E t hat t hE ~ar~ct will (* ) any figure 

meant as a maximum i nto thE minimum le vel. 

KEtlt·EDY 

:Ii'D 

(v) Apparent omission . 
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JR * 

Secretary of St~tc , 

17ash1ngton, 

RU SH . 

- 372 , Uay 5 , 3 p. m. 

FOR 'l'REASlmlC FRO!.: BU'.n:::p· ;onT't! . 

GRAY 

London 

Dated Ma y 5 , 1938 

Rtc 1 d 9 :45 a , m, 

The ;·;o1'ds "in thE ncisJ'lborl.ood of 176 " have been 

omitted f ron. the s tatc!l'c nt cont ni ned in my 371, May 5 , 
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l p . m., bc c11usr. th(y ~oulc.l tend to exc1utl t t he cont i ngEncy 

of t he r ate improving, 

KENNEDY 

Sh:S : I!PD 
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fri:OEftAL RIIHRVC BANIC 

OIF NIIW YORK 
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0An' llq J, 1 .... 
CORRESPONDENCE 

OOinDMUL 

1. •· loleon 

SUBJECT· !JLPBQII CQUIIIft%QI m1 

BAH OJ' aouu 
----

Br. Bolton oallecl Br. bolta at 10 a.a. Br. IDolte ukecl h1a 

bow t hQ' felt about tba new franc crou-rata ot 17~ tranoa to the 

poWld. ~~did not haattata to abow b1a diaappro•al . and ata\ecl 

t hat 1t -their UDdoratandinc that t he rata would be ~ U'Ollllcl 

17~ traooa t o the poWldo ar. boke acreed and added that Br. Caripel 

called b1a yaatardQ" afternoon aro1111d 4. P•••, ca•• b1a a nft bQ71Dc 

rate tor tranu ot 17• a/• and waa •ery •Phatio that UDder no oireau 

ataoo01 did t h.,- want the oroaa-rate to co Mahar. Bolton t~ht the 
~ 

f rench autboritiea ware deliberately kaepinc the traoc aroUDd,l79 lwel 

aod that there waa a l al'le d•md tor f ranca, particularly troa abon 

1Dtereata. "'1.tHrland and particularly Balciua no doubt would be 

attaotecl b7 the abarp drop in the trano, there were lara• abo!'\ 

positiona 1n both Cllll'renciaa. Be eatiaated t hat todq the Preneh 

acquired uo,ooo, ooo ot axcbance 11h1ch ot oouraa included cold. Yary 

..d..~ 

cont ident1all7 Bolton atated that ~ oont•platecl ah1pp1Dc ae,ooo,ooo 

from J'renoe to Cana4a tor their om acco1111t. 

With raterenee to Japan, Br. bolca atatecl that than were 

on the water at the preaent ttae about tle,ooo,ooo 111 colcl cooaipM 

to tbia 001111try and that tor the put ti•• waelta the lapanen hacl 

beeo apeodin& their hilda bare at the rata ot o•or te,ooo,ooo a w .. 

ooapared With laaa than tl,ooo,ooo par week before. lweden bad &bout 

tt,I!Oo, ooo in cold on the water troa 1\oolthol..a With a total ot 

~~~~:~ !':~ .. : roa London md 1\oolthol..a to 1ft York tor 
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JR 

SecrEtary of State , 

','/n3hington , 

SPECIAL GRAY 

Paris 

D~tr.d Muy 5, 1938 

Rr.c ' d 10 :15 a , m, 

70!1, l.by 5 , 9 a , rn , (s:; c·~JOll TYiO) , 

f told 'Rueff that Sccrr:t cy l.orgcnthau c!rsind to 

know 1:.r ~ thL '.VidlCS •·•rre of t !-£ Fre:~ch Govcrnnent in 

J'E{<;:trvl I.(J I"Ublt~:t ) fOl' th.. UOlr<lllllllCu"i e>n , 'luen tin 

., romn~ 1 ~ '•:lt phonr:d ".h; l'o r r.c;o in,! trxt i n French 
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t. r·-...11l.l · l:J on to i .• ·t~·chu:Htr.au who •:n~ wi tJ· Prime Minister 

D.< l.!luJt:r .;~t lh£ l~t.tr.1• 1 :: off.lcc tn prrp!nation for the 

J'fld i o nod r cs:; v:h~ch Doladirr ~ov~ ot 0 o'clock. I r cmnincd 

wl th R'.;e rr r..nd tYio of his coll El\1'\le s in thE Minto tc r ' " 

c>r!'1cc \mt1l S :45 . 

:'he British com:nnn1cation w·_,. still bring r rc£1'lr.u 

by t;:lcphonc fror.J thE F t·Ench F'in"'nCi 'l l At t -.cht in London 

whr.n n .. lud1.Er ' s 3pE cch com::r.n<'E<1. At 8:20 Rueff received 

l'rot~ "ml.H13v'ldOr s t . Quentin h) ~c) LphonE f rom Washington 

thE ·•b<>VE t ext of thr. Ar.:t rl. 1:1111 cou:munico tion . The 

Amb·l~"ac:!or f elt thc.t publ1c~l1on the reof w'ls ad'lisablc in 

.,, Ell ·Jl' th£ r;ony ru:no,.::: vo htch bno been cit'culo. ting, 

Rueff t ElEohor.td lo!c.rc!'lnr.dcau whilL holding thE line 

Ol>tn IHth ''ll .Shi:lg~<.>r. 'I'd di "CU:ISCO lbiS QUEStiOn, Sinc e 

~h[ lklt.lshCobi~l t notr cnnt.•.i,.,tcl c apcc1f1c reference(?) 

dEfinitE 
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- 2- #'709 , 1\!c.y 5 , 9 a , m, (SECTION TWO) from Paris , 

dEfinitE rut£ 1t was considerEd undEsirablE to publioh 

thE t t xt , No publi~ity coul <l be givEn thE AmErican tex t 

withou t t h E British. Rur.ff upol<E thEn with his 

rcpr £3£r.t ativt in London who said t h at thE British hod 

drnvm up their rtply in t h e f onn o f a vtrbnl nott nnd not 

with t he vitw to publicotio~ . It wns dEcidEd tha t thE 

question should b e put Qff until today a s to whEthtr 

thE Br l.t isn st.ou ld b e •tsktd ':o deletE t hE nbovE mcntionr.ti 

r~fErt nr e f r on. t h Eir nt"t c wl. l:l" thE view to pc nn1tt.1ng 

public·<t. ion thtrtof , Hn r. ff nl'om1:<td t o inform mE if cmy 

dEcision f~,·,orin_; publtcntlo"l s!'loul c bE rEa chtd . In the 

absEncE o f such n otE i t i s undErstood t hat thE British 

und AmErican communicntions wi l l not be publishEd, 

Y/ILSON 

CSB 
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JR * 

Stcx•ctory of St~te , 

W:.shington , 

SFECIAL GRAY 

Pads 

Dated May 5 , 1938 

Rrc ' d 10 :05 a . m. 

70~ , Muy 5 , 9 a . m. (SECTION THREE) 

l'hia imOl'l:!ltion Tl :J etvcn to Leroy BeauliEU who 

'll:·n ···lcohorcc! Rueff while I w:\:.l present . 

Rurff r··vc i.rst.r1..<-tion:~ r.rtcr speaking wi th 

M:• l·Ch"ndcuu for the F'rrnch F'orc1gn OfficE to cormnunicatc 

tr.c French monrt,,ry dcciaion throueh its nprcsrntativcs 

ir. l'r.1g1utn, the i<Ethcrlnnds , llnd Switzerland to thE 

•r·r.t•opriutc uuthoritic ~ in thos e count;rics . It wns 

··: ' ' ' crst'lnding that these instructions were to be 
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Over the telephone to R•tt ff' , l.:inistcr l.ln rchan:ltau 

··:.k~cl th:. t I tr'ln..'lmit to Secret. ry lfore;cnthnu his d e ep 

upprccia tion of thr symnatht t i c considr.rll tion a nd real 

hElp which her: been cx t;r. ndttl in the pr r.miscs . Ma rchondcau 

oaiti h e woulrl t.otluy wri l.r , pcroonul lt t~c r directly t o 

3ccrLtt ry ;.,ol·acnthnu. llud'J' g'lvc a simi l a r s t atement to 

s· .• :(utnt1n • 0 be COJ!'l,Vh\tl'ILLU to Secretary Morgcnthau . 

J trl , ,.,!'!oncd the ·,bovc 1nformnt1on t o Secretary 

:~orecnth'l•.! "t 9 :00 p . m. , lt.at nicht . 

s ... S:H~ eVILS ON 
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H!.\Jr: 
H. Merle 
Cochran: 

H?.!Jr: 

C: 

Yes. 

Hello, Mr. Secretary . 

Yes . 

Thursday 
llay 5, 19.38 
10:59 a . m. 

Mr. Secretary, after we finished talking I got 
a hold of Rueff and arranged for the Minister 
to receive ro e at four o ' clock. 

239 

RIJJr: Yes 

C: 

C: 

fl:JJr : 

(' : 

HUJr : 

C: 

IWJr: 

So I went over and I told him that I had re­
por ted to you the developments here during the 
day and had let you know about the French decision 
t hat was made l'lit h him and Rueff this noon, but 
he supported my protest and went even further and 
I - I told him that you had expected one s even 
five , certainly notl1ing beyond t hat and that you •• • 

Wait a minute - a little slower, Cochran - talk a 
little slower. 

Yes . That you had expected certainly nothing beyond 
one seven five; that you r efer red to - ah - t he 
statement drawn up fi r st by him having a sked our 
approval of t hi s r ate. Secondly, you had r ef erred 
t o the message where they gave us a ssurance that 
this wa s going to be the final depreciation. Thir dly, 
t hat you refer red t o the f act t hat their instruction 
t o t he Federal l as t night was t o hold it just below 
a hundred and seventy five. 

Yes. 

And that you had told me it was the impression -
your understanding t hat everyone in the Treasury 
both from the information being submitted from this 
side and from your conversation there with the French 
Embassy in Wa shington that one seven five Ylas t he 
absolute maximum of depreci ation. 

Yes . 

Then he immediat ely said he was maneuvering i t . 

Can you talk a lit tle l ouder? 
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C1 

Pl!Jr: 

C: 

RIIJr: 

C: 

RKJr: 

C: 

HIIJr: 

C: 

Hl.!Jr: 

C: 

miJr : 

C: 

- 2-

I s~, he t.mediately returned to explain that he 
had maneuvered around one seven five. 

Maneuvered? 

Maneuvered. 

Yes. 

Maneuvered - to P~IIY around one seventy- five. 

Yes . 

Be drew a circle with one seven five as a center. 

Yes . 

260 

Be said that you co~d have a r adius of any size 
you wanted it - you ' re just going around one 
seventy-five. I said that our definite interpre­
tation - everyone in Washington took i t that way -
that one seven five was the bottom ~imit. 

Good. 

And I said we were very much disappointed and sorry 
that it had 

gone beyond that. And I said, 1111r. Morgenthau t old 
me to te~~ you that if you want to do business with 
us the franc is t o be brought back t o one seven five 
or a ~ttle below - tod!IY.• 

Yes. 

And he sa.id, • Oh, that ' s impossible.• And I sa.id, 
"Well, you're maneuvering now - I think you•ve 
started just about where the market c~osed last 
night and I think you can start maneuvering around 
that direct i on right now and find 

you o~d get it down to that r ate.• I said, .You've 
a~ready taken in a large amount of foreign exchange 
according t o the market and that is not impossible.• 
Be said that the decision to do this - to follow the 
present prograa - had been taken by the Governmmt 
and that h e c~d not change that without meeting w.ith 
his Government peop~e. Be said that he wo~d get 1n 
touch with them a t once - that I am to coae back and 
get his answer at six o'cl ock. 
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IWJr : 

C: 

B\!Jr : 

c: 
B\!Jr: 

C: 

ltJJr : 

C: 

1!1.1Jr: 

C: 

lil!Jr : 

C: 

ID!Jr: 

C: 

R\!Jr : 

C: 

HMJr: 

C: 

HliJr : 

C: 

- 3 -

Uh huh. 

It' s five minutes past five now. 

Five minutes past what ? 

It' s five minutes past five now. 

Yes . 

And so I came back and explained t he whole thing 
to WU.son. 

Yes . 

Be agreed t hat his understanding had been just the 
same as mine. He had read over anot her message 
and I told him of the other conversation but this 
time I was explaining that it was just that Bonnet 
t elephoned t hat he wanted him to come and see him 
at once . 

Yes. 

Because I can do this on this - on saturday -
I don' t know. 

Uh huh. 

So that ' s t he situation. And I have t o go at six 
o'clock. 

Now, I t alked t o Butterworth. 

Yes . 

And Butterworth talked t o Sir Freder ick . 

Yes . 

Sir Frederick is in entire accord with me but he 
said t heir impressi on was that it would be around 
a hundred and seventy-five. 

Yes . 

But , notwithstanding t hat , he would back me up. 
in conversations with the French that they must 
bring it down t o a hundred and seven~y-!ive. 

But he will back us up on that? 
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HMJr: 

C: 

HJAJr: 

c: 
J{l(Jr: 

C: 

HJAJ r : 

C: 

HMJr: 

C: 

RIIJr : 

C: 

HJJJr: 

C: 

1111Jr: 

C: 

C: 

262 
- 4 -

Yes . 

Pine. 

And that - but his - but thei r cabl e spoke 
about • ar ound•. 

Yes. 

Now, I have this cable here , ah - number 683 
of Uay 2nd, which reads as to1lows: - this is 
trom ,-ou - •The r ate at which the French 
Government has decided t o ~ is around a 
hundred and sevency-tive triilcs.• 

That ' s right . I have their message here that 
the French 

But ,-ou said, "And i t ' s their w11l - the will 
to lower progress ivel ,- this figure is in correlation 
with t h e economic i mprovement.• 

I quoted that to him a while ago , 

Yes . 

And Rueff said, •Well , we must get some British 
academician to translate - to interpret 

What I S that? 

He said, 8 We must get some British - some English 
academician to interpret that phrase .• 

We.11, Rueff ' s getting a little bit too sarcastic 
and too f'unny . 

I sai d that abeolutely , I said, "We don ' t want an.y 
Britisher to translate that or an,-thing else!• 
"VIe know what was understood and this is all I 
can say what t he,- 1 re teying to 
do. 11 

Yes. Well, Rueff' s getting entirely t oo tunny , 

We11, I hope I didn't exceed ~ ot your in­
structions, 

No, How, Just a minute. The Bank or England called 
up a little tlbile ago. 

Yes. 

\ 
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mar: 

C: 

&'4Jr: 

C: 

C: 

HJ.IJr : 

C: 

BA!Jr : 

C: 

Rl&Jr : 

C: 

HMJr: 

C: 

JNJr: 

C: 

IDU'r : 

263 - s -

They 1 re just as much upset as we are and that they­their understanding was - a hundred and aeventy-tive or less. 

Yes . 

And this was - this was Bolan - whet • s his naae? -Bolton talld.ng to Irnoke. 

Be was talking to Irnoke? 

And he added, "This is DIY understanding or the 'gentlemen's agr-ant • - a hundred and seventy­five or less.• And as I understand Bolton brought this up on hie own, see? 

Be did? 

Well, he didn ' t know anything about this, he calla up Irnoke and he says, "What about this ' gentlemen' s agreement• - a hundred and seventy-five or lees?• 
Yes. 

Now there ' s the "Bank or England understands it as a hundred and seventy-five or less. 

Yes. 

And added, •Well , the French will have a great day tor one day. • 

Yes. 

How just a minute. 

Yes. 

Archie says they ' re not maneuvering at all. The last five cross r ates are one seventy-eight eighty-seven - it 1 s pegged at that price. 

Yes . Well, it's been eighty or ninety, you see? 

Well, it 1 a peggd at that price and they coul.d have Just as well dooe exactly the same thing at one seventy-rive and - - Cariguel1 s instructions last night were ooe seYenty-five and betweea last night and this JDOrn1nc those fellows challged their 
mind. low, wait a ainute, 

(Short pause) 

Regraded Uclassified



ll!JJr: 

C: 

C: 

!lllJr: 

c: 
l!loiJr : 

c: 
H!AJr : 

C: 
Edwin C. 
Wilson: 

RMJr : 

,., . 
•• • 
!U!Jr : 

' . .. 
hWJr: 

W: 

RI.IJr : 

W: 

l!VJr : 

W: 

- 6 -

Herbert Peis ' reaction, Knoke tells me is, it's 
not worth twenty-five million pounds even to the 
French to antagonize the British and ourselves . 

No. That's right. 

See? 

Yes . Just one second, here's L!r. Vlilson, 'lObo bas 
just come :Ln. , 

Al.i right. 

He's just coming in T1fY room. 

All right. 

Ah - Mr. Wilson wUl speak t o you . -

If you please. 

He ' s right here. 

Hello. 

Hello, Wilson. 

Yes, Llr . Secret ary. 

Please. 

Ah - Bonnet, the foreign minister -

Yes . 

- phoned me and asked me t o go to see him. 

Yes . just 
He told me that Daladier had/been to see him; 
they are both terribly upset over what they 
regard as a message that unless by six o ' clock 
tonight they have brought the franc to one 

s eventy- f i ve that we would annul the Tri­
partite Accord. 

No, I didn't say that. 

Well, that ' s the - tbat 1 s the interpretation that 
they placed on it. 
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Well , now, wait a minute. 

Just let me go on for a moment . Then, he told me 

that he wanted to explain to some length the 

difficult situation th~ were involved in. Be 

said that that would - that he believed that 1n a 

reasonable length of time th~ could bring the 

franc back to the figure you have 1n mind - ah -

they ' d loose the benefit of - a s he said it - of 

t heir maneuvers but they would do so but they ' d 

have to have a cert ain number of days t o d o it. 

I have sent that message - I was authorized to 

convey t o you. Ah - he called up Daladier and 

talked with h1m and then said that be would tele­

phone beck t o me a t the Embassy i .n about fifteen 

minutes t o let me lmow m ~ ·· 
·- !!4V 

Yes. 

Well, I t old hi m t hat I wanted t o speak t o him 

quite frankly and that myself - t hat I - t hat 
they could expect information back from us 

under the Tri-partite 

Agreement which actually would cause a gr eat deal 

of resentment and misunderstanding on all parts. 

Yes . 

But Cochran bas kept me tully informed of his 
conversations; I 1 ve seen a ll the messages and 
have really got the same impressi on as everyone 

e~se 1n the f oreign end of it has, that there 

was a definite figure 1n mind beyond which they 

did not intend to go. That we have not . been 

Justified morning the 

ratesopened up a't t his new figure but 

Yes. 

Bonnet didn't Bonnet hasn't been in these 

discussions at this end and so be had not hing t o 

s ay on that. Be simply said that the situation 

from t heir point of view was t ragic if they were 

faced with what th~· regarded as anticipation on 

your par t to l:reak the Agreement unless they moved 

back by six o ' clock tonight. 

Well , r.ow if you Just ••• 
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Now, he will let me know in about ten or fifteen 
minutes what I will try to communicate •••• 

Well, Cochran is sitting there. I did ,n2! •• •• 

What? 

I did not give Cochran any ultimatum. 

I - but I think they have misunderstood or it 1 s 
that it passed through so many hands last week. 
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Well, ask Cochran whether I gave him any ultimatum, 
please. 

ll.l right . 

(ShOrt pause) 

Bello. 

Bello. 

Cochran says the message that you conveyed, Mr. 
Morgenthau, was essentially this: "if they want 
to do business with us they must bring the rate 
back to one s eventy-five or a l ittle below t oday ." 

That's right. 

now that was the message that was delivered ... 

That ... 

And he in turn interpreted that as meaning that 
unless that is done that t he agreement is off. 

No. Well, the mes sage i s correct but I did n21 
mean that 1! they didn 't do it that I would 
terminate. 

Right, 

Now, Mr . Wilson . 

Yes. 

I don ' t know whether Cochran has had a chance to 
tell you this, but l ast night, Cariguel of the Bank 
of France 

Regraded Uclassified



W: 

Eo.!Jr: 

W: 

HllJr: 

W: 

RIJJr: 

W: 

mtJr : 

W: 

II!.IJr: 

W: 

lBlJr : 

W: 

HM.Jr : 

W: 

- 9 -

Yes , 

- called up Kr. Knoke of the Federal Reserve -

Yes. 

- and told him that his instructions were to 
hold the franc at a hundred and seventy- f i ve or 
less and under no circumstances to let it go 
above a hundred and seventy- five. Bello. 

Yes . I told - Cochran hss told me that and 
I didn't know the names of the people involved .. 

Now • • • 

itself and the instructions 
Cochran hss told me of 

Now, furthermore, )(r. Bolton, who bas the same 
position as Cariguel in the Bank of Encland, called 
up thi s morning and talked to Knoke and said he t s 
very much shocked because his understanding was a 
hundred and seventy-five or less. 

Yes . 
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Now, we can't~ of us be out of step with the world. 
It looks as though some time during the night these 
gentlemen decided that the rate would be e hundred 
a.nd seventy-nine. 

Right . 

Or - Now, a s I told Cochran, I can' t see very much 
di.fference between private people speculat ing and 
the Government speculating. 

Right . 

And I don't t hink t hey 've kept good faith, but on 
the other hand I realize the terrific political 
impact of this thing anft what I 1d like you and 
Cochran to ~o is to make just as vigorous protest 
as possible without giving them a definite ultimatua. 

Now, I - ~ suggestion is this, that we ~eit until 
we see what message I get from Bonnet , which I 11l 

• 
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communicate direct to you • •• 

Yes . If you please. 

And - and t hen we'll see . I t hink that we'll get 
a - that we ' ll get some fairly defini te statement 
by 

Now, another thing to bring you up to date. I have 
a direct message from Sir Frederick Phillips - ah -
that they understood that it would be kept around 
a hundred and seventy-five. 

Yes . 

But, they would back me up one hundred per cent in 
their protest t o the French t hat they must bring 
the rate down today . 

I see. 

~d that the British are going to back us up a 
hundred per cent and do everything they can to 
br i ng pressure on the French to bring it down . 
So the British and our selves are working together. 
And the thing that bothers me the most , Ur . Wilson, 
it isn't the r ate, it 1 s the fact that I'm losing 
confi dence in the whole thing; as Bolton or the 
Bank of Eng land put it, well, aft er all, this is 
a "gentlemen ' s agreement• . 

Right • 

Which means that one keeps one ' s word. And I don •t 
think that the French have kept their word. 
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That i s exactly, as I said a moment ago, what I tol d 
Bonnet . 

Yes . 

And I told him I wanted t o t alk very frankly, that 
I said that it really greatly disturbed us the way 
you felt about it from what I had heard f rom Cochran, 
t hat you f elt that they had failed to live up to 
their obligation to deal as/should in anagreement of 
this sort . .. they 

Yes. 
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• • • to keep you thoroughly inf ormed of their 
intentions. 

Now,_ Herbert Feis Just sent me a meesage through 
Locnnead ••• 

Yes. 

Be was simply amazed; be understood a hundred and 
seventy- f i ve and he said he didn't think that 
gaining t wenty-five milli on pounds was enough 
worth while f or the French to both ups et me and 
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the British. Now, that ' s the way Herbert Feis feels. 

\'/hat was that, worthy t o do what? 
that 

Well, it ' s/the fact that they gained twenty- f ive 
million pounds today wasn •t worth while when they 
consi dered that by doing so - ah - the United 
States Treasury felt that t hey had not kept good 
faith . 

Right . 

Now that ' s t he way Herbert Feis feels . 

Well now in the fUrther t alksthat I will have with 
Bonnet, f imagine t hat they ' re going to - I may be 
wrong - but I think they ' re going to say something 
like this: let them have a reasonable length of 
tima - a few days - and they will t ry to get it -
they will get it down to this point and keep it 
t here or a little below. 

Now, Mr . Wilson, we ' re getting the rates every 
minute here. 

Yes. 

And they've absolutely pegged t he franc s t one 
s eventy- eight eighty- seven. 

Yes . 

And they ' ve pegged it a t that price and there's 
no sign or any kind that they ' r e trying to push 
it down. Just a minute. Hello. 

Yes . 
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Lochhead, who i s 1n charge or the Stabi lization 
Fund, r aises a very excellent point . Fr om twel ve 
o' cl ock on, Washingt on time, whi~h i s six o ' cl ock 
your time, the French ab1ays give us a rate on 
which t o operate . 

Yes . 

And then we operatp for f ive hours here . 

Yes . 

From twelve o ' clock on, 

Yes. 

Now what kind of a rate are they going to give us? 
You ' see? 

They haven ' t? - Yes, I see . 

No. \'/e have no rate. 

I see. 

And the point is that from twelve o ' cl ock on -
there ' s si x hours difference -what kind of a rate 
are we going to get? 

Yes. 
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Now, as I say, I want t o again emphasi ze the fact 
that I think the United States Gover nment ha s gone 
way beyond anything that we should have and we ' ve done 
it entirely out of sympatby with the French .people • 

Right • 

We want to keep t hem going - we don ' t want to do 
anything to add to their burdens at this t i me. 

Right . 

But there is such a thing as a limit. 

Right . Absolutely . 

And I think what they ' ve done today i s one of the 
most shocking thilli 8 that 1 s happened ill internati onal 
agreements since I ' ve been here. Bow, I ' m willing t o 
back the French to the limit as long as they keep 
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their word . And I can' t help but feel that there ' s 
an inside crowd that ' s making an awt'ul. killing in 
t his thing. And t hat isn' t jus t a feeling ; I ' ve got 
pretty substantial evidence. 

Yes. 

And if I t hought it was just to permit the French 
Government to fill up their coffers that would be 
one t hing but I a.m as sure as anybody could be 
that there ' s an insida crowd- very close to the 
Government who is making a terr ific killing . 

Right . 

An\1 I hope "'cchat somebody of the French Government 
is listening in on t his wire and t hat they get that. 

And I ' l l see that it' s - if t hey aren 't I'll see 
t hat Bonnet get s it. 

Yes. And that ' s the t hing tha t bothers me because 
I sAy , I can ' t see the difference very much between 
certain members or a Government speculating or a 
private speculator. And I don ' t want t o be partners 
with that kind of a crowd. 

Yes • 

Nor., do you feel that I am tak.ing t his thing too 
ser iously? 
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Certainly not at all. I think the idea that they -
are so afraid of i s having the Agreement 

broken, perhaps tonight . That , of course, would b,e 
very serious . 

Yes . 

But, with r eservations on t hat point, I entirely 
agree with you. 

Well now, Wr. Wilson, i f you and Cochran will keep ••• 

Say it again. 

If you and Cochran keep each other informed and work 
together I em sure that I a.m being ably r epresented 
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over there. And ••• 

I told Bonnet that I wanted something 
definite which - something which he, as Foreign 
Jlin.ister, authorized ae to s~ •• 

Yes. . . 
•• t o m7 people in Washington. 

Yes. 

And I expect to get that very shortly. 

Now, just a minute . Herbert Feis came in and I 
want you both to stay there a minute and let me 
take two or three minutes to explain to him what • s 
happened. 

All right. 

Now, just - if you don't mind -

I'll hold on. 

Let me just take a couple of minutes and explain. 

Al.l. right . 

Please. 

272 

(Short pause) (Conversation in Secr etary ' s office inaudi 

Bello . 

Just st~ on please, will you? Hello. 

Yes, I'm holding on. 

Yes. 

(Short pause while Secret ery ' s explains situation to 
Dr. Feis) 

Just stand by, please. 

That •s r ight. All right. 

Just st~ there. 
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I will, 

Just a moaent. 

All. right . 

{Long pause - while conversation 1n Secretary ' s 
office continues) 

Hello, 

Yes , 

Ed. -

Hello, Herbert. 

Oh, it 1 s terribly nice to t alk with you. 

Right. 

Ed, - ah - just two t hingst first, while the 
discussions have been going on the last several 
days 'Mr. Hull has of course been extremely 
desirous that the matter be so composed that the 
relationship i s not disturbed. 

Exactly , 

That has been our basic position. 

Right . 

And remains so . Two, that being so, nevertheless, 
in view of that ·message that the Secretary of 
the Treasury received from the French Council of 
14in1sters y esterday morning I don ' t see how he can 
do anything else but take the position that he 1 s 
taking, Which is, without any ultimatum or threat 
as to what stand be will ultimately take, still to 
make them completely cognizant of the fact that he 
took that assurance seriously I don ' t see bow he 
can do otherwise. 

I quite agree. 
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Well, we all seem in agree.slt and, while this ia 
new to me and I haven ' t talked with the Secr etary 

about it , it seems to me so clear that I 1m 
virtually cer tain he 111 look at it 1n just the same 
ws::l • 
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Herbert. 

Yes. 

Bonnet has not been 

I did not get that, Ed. 

I say, Bonnet, himself, has not taken part in 
these talks at the Treasury . 

Yes. 

He is a great deal embarra ssed and very much upset 
by this situation . 

Yes . 

He wants to do everything he can to get it 
straightened out . 

Yes . 

He told me that he hoped to be abl e very shortzy to 
give us the definit e assurance that within a very 
few days they woul d have tl:lat rate at the point de­
s ired, and keep it there or below. He said he would 
have to get authorization from the President of the 
Council b efor e he could do t hat . 

Yes. 

Now, I thill-1< it wlll work out in that way. Would 
sol!lething like that be r easonabzy satisfactory? 
Or would you stlll feel t hat it had to be done with 
no further delay, more or less immediately? 

Just a minute, Ed, would you repeat that for the 
Secretary of the Treasury? 

Yes . 

Please. 

Now, -? 

Repeat t hat, beginning with your statement that 
Bonnet had not been in - in continuous touch with 
t hes e Treasury discussions . Begin t here and say 
over again what yaa• ve just told me. 

.. 
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Well, is the Secretary coming on the phone? 

Go ahead. 

Yes. I said that Bonnet had not taken part in 
these discussions ot the Treasury. 

Yes. 

He was a great deal embarrassed and very much 
upset by this s ituation, and wan~ to everything 
be can to get it straightened out so that the 
relationship will not be disturbed in any way. 
Now, what I asked of Berbert a moment ago was 
that if they send acros s now some definite 
assurance that within a few days - I don' t know 
t he exact number - they would br ing this rate 
down there and keep it, would that be reasonably 
~atisfactory • •• ? 

No. 

I should indicate rather that it - that the 
measure has got t o be done without delay. 

Well, what I would say is t his, Mr. Wilson. The 
franc at present is pegged at a def inite price. 

Yes. 
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VIe have all afternoon here to operate. I want to 
see them give instructions that that t hing should 
begin to be lowered today. I'm not going to say 
how mu ch, but I want to see instructions go out 
when we get instructions from the Bank of France 
around noon - I want - as a sign of good faith on 
t he part of t be French Government - I want instruction s 
that we should begin to put pressure on to lower it 

t oday . 

Right. 

Now, that I insi st on. 

Right . Right . 

That I insist . I don't say it has to go to a hundred 
and s event7- f i ve but I want instructions that we should 

use pressure t o progessively lower it. 
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Right. 

And that I am adamant on. 

Good. Good. I understand. 

It ' s - pardon me? 

I understand. I will convey that to him 
when he lets me know he's ready to talk again . 

Right. Thank you . 

W<llJ. , is there anything turther tor the moment? 

That's all. 

Al.l right. 

Thank you. 

• 
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DEPARTMENT OF STATE 
WASHINGTON 

Kay 5, 1938 . 

Ky dear Kr . secretary; 

You r equested me yesterday to try my band at 

drafti ng a message of t ransmieeion which would bri ng 

t o the attention of our lllbaseiee in Paris and in 

~ondon the message received by you f r om the President , 

placing it in a setting so it would be moat useful 

as guidance. I submit the attaohed text as drawn 

up in cable form. Necessar i ly , I bad to improvise quite 

broadly as to the type of setting in which you would 

,·ish to have it presented. 

I await your instructions a s t o whether you wish 

t his cable to be s ent or replaced by some other draft . 

I return Aabaseador xeanedy1 s letter to you. 

Enclosures: 

Sincerely yours , 

1\UJoW" ~ 

Draft telegraa. 
Letter froa Ambassa­

dor xenned:r. 

The Honorable 

Henry Morgentbau, Jr., 

secretary of the Treasury. 
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FROM THE SECRETARY OF THE TREASURY. 

It is pr esumed t hat t he immediate situation has now 

been adjusted. I do not wish t o judge whether or not the 

current French economic program will be suffici ent to bring 

about the necessary i mprovement in French affairs and enable 

t hem to deal with their d i f ficulties and prevent the f ranc 

from declining below 175, in which event t he whole question 

o f the operat ion of the Tr i par t i te Agreement would present 

itself again . 

The American Treasury has t he responsibility under the 

Tr ipartite Agreement f or prot ecting American interests, 

as well as its interest i n the maintenance of satisfactory 

i nternational monetary s t ability. This involves consulta­

t ion a s envisaged in t he Tr ipart i te Agreement. And in 

consultat ion it is almost i nevitable t hat representatives 

of the three Governments should exchange ideas and j udg-

menta. ) 

It is essent ial to avoid -responsibility for ,, 
in the determination of Frcnob policy in such a major 

.net J I,---·------
rop.roltlr ......... --- M, ---· 19-

-.e ... -s .. .., ·--- - ._ .... 
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matter as tbat of exchange control. And I appreciate the 

messages reoe1Ted on the subject. The Frenoh must and no 

doubt will make their own independent decision as to how 

further to manage their affairs if the present program ie 

not sufficient. On the other hand, our responsibilities 

under the Tripartite Agreement require tbat we form 

independent Judgmentt:. In this connection I transmit, !or 

the strictly con!idential information of Ambassador Bulli tt, 

!.lr. Wilson and Kr. Cochran [in London cable subati tute •Am­

bassador Kennedy and Mr . Butterworth•] for their guidance the 

following message ! r om the President of the United States 

to the Seo~!!~.ry-1- q! the Treasury~~ ~t-4 J>N' ~ 
h> :s I ' A J r--"'~~~~<W'(~~ 

QUOTE. Ae tar as I can make out the action proposed by 

France is weak and gets no where i n the long run. I agree 

wi t h your lin e of thought . Offhand it seems to me that 

supervision of capital movements and gold control similar to 

ours would offer a muoh more permanent solution. And if that 

fails then a more drastic form of exchange controi. E!ID QUOTE. 

I haTe discussed this message with the Secretar y of State. 

SAlLI TO: AJO:WBASST LONDO. , with sub-
~ st 1 tut ion noted in line 9 above. 
A·l •LD 

1' tpl.";J A,~---

6~ -olcw ·--------- M,. ,,, ___ ,,,,., 19.,,, ..... ,,,,,,.,,,.,,_._ 

D.o. a.~ .. . ·-·- ... -.. ...,.--~· 
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DRAFT 

Kay 9, 193~ 

Dear Joe: 

The message conveyed to Kr. Blum -- which incidentally 

was checked here both with the President and with the State 

Department -- had a very simple purpose. It was sent to 

Mr. Blum merely to acquaint him with the tact t hat it in 

the then prevailing monetary criaie confronting France, hie 

Government f ound it desirable t emporarily t o impose that 

f orm ot exchange control which would enable them effectively 

t o control capital mo vements without restricting commercial 

traneacti one, we here were prepared t o discuss tbe question 

with the French and with the British Treasury. 

The question or exchange control 1e a very invol•ed and 

complicated one . All I would like to say about it here 1a 

280 

that limited exchange control has been adopted by some ~lttee~ 

or eo European countries not onl y w1 thout sustained progres­

sive extension, but often with progressive relaxation. There 

are only two exceptions to t his - - namely, Germany and Italy, 

i n which you will apprecl.e te certain special c ircumstance s 

exist. 

It' s always enlightening to hear you comment freely on 

matters ot mutual interest and I hope you continue to send 

me your frank Views. 

Sincerel y, 

I ' 
' 
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DRAFT 

Dear Joe : 

May 9, 1938 

"B• L ..., 

I tear that your information wi t h respect to the matter 

you rater to in your note t o me ot April 25 1s somewhat askew. 

The message conveyed to Mr. Blum -- which incidentally 

was checked here, both with t he State Department and with t he 

President betore transmittal - - had a vary simple purpose . It 

was sent merely to acqua int Mr. Blum with the t act that 1t 1n 

the then prevailing monetary or iels confronting rranoe hi s 

Government round i t desirable temporarily to impose that torm 

ot exchange control which would enable them etteot ively to 

supervise capi tal movements without r estricting commercial 

transactions, we here were prepar ed t o discuss the question 

with t he French and with t he British Treasury. We likewise 

sent tor hia possible 1ntor~t1on various documents and t oras 

which we used when we exercised supervi sion over exchange 

transactions here in order t o oheok speculative !li ghts ot 

capital, and torms which we still use 1n connection with our 

supervision over interna t i onal capital transactions . 

We had reason to believe that t he French Government was 

ot the opi nion that the adoption by them of any kind o t ex­

change control would be regarded by us as a violati on ot the 

Tripartite Aocord. You will appr eciate t he t we have a very 

considerable interest 1n the mai ntenance or currency stabi l i ty, 

and in the reduction ot trade barriers and wish to make certain 

that no unnecessary obetacles be placed in the path ot their 

attainment - - least or all by any member or t he Tripa rtite 

Accord. 

I hope t his explanation dispels your appr ehensi on with 

respect to proper exchange or views among the members ot the 

Tripartite Accord. 

Incidental ly, your remark that •all ot the countri es in 

Europe that have begun with l1m1 ted exchange controls have 

always ended by put t ing on all t he oontrole t hey could think 

or• , must be ba sed on information not available to us here. 

Our information is tha t the developaents which you say hap­

pened t o all the countri es in Europe actually occurred in 
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onl.y ttro European countr1ea - - namely, Germany and Italy. 

Both of these caees, it will be readily recognized, pre sent 

special aituationa which, though having eome points of eiai­

larity to t he French situation, present d1fterencee which 

are far more important in their bearing upon the matter in 

hand. Austria, Bul.garia, Dan~ig, Denmark, Czeohoelovakia, 

Estonia, Greece, Hungary, Latvia, Lithuania, Poland, Portugal, 

Rumania and Yugoslavia have now some form ot exchange con­

trols. Moat of thera have had it tor aany years but in no 

oaae have they achieved and maintained the degree of rigidity 

in t heir restriction on exchange operations t hat have been 

developed ln countries named above. Moreover, in 

most of these countries such exchange controls ae 

have been imposed have been relax~d pr ogressively in actual. 

administration though not always in torm.~In addition to 

these countries enumerated, Switzerland prohibita forward 

purchases of foreign exchange when not based on justifiable 

traneactlona, Belglura and Luxembourg imposed temporary ex­

change controls in Maroh 1935 and removed them shortly there­

a fter, and Norway has had since September 1931 a syetem of 

voluntary supervision of exchange transactions. 

~ven England exercises control ove r f or eign flotations 

in England -- an obvi ous interference with the tree movement 

ot capital between countries - - and France imposed during the 

post-war decade r estrictions on the outflows or capi tal -­

reatrlctlons, incidentally whioh, tor r easons not in the 

least definitive under present conditions, were largely ln­

etrective through most or the period. 

In answer to your ques tion as t o "who harbors such simple 

faith ln llaited control• ... ?• I know of no one here conver­

sant with the subject who can r easonably be accused or being 

eo naive. The thought here is merely t ha t as between ~ 

two alternative courses of action, namely, (1) peraittlng the 

!reno to drop indefinitely, and (2) the temporary impoaition 

or exchange oontrola tor the purpose of stabiliz i ng the cu.r­

renoy, protecting the geld supply, and avoiding the necessity 

of additions to restrictions on commercial transactions, the 

latter course would be regarded by us as the leeeer or two 

aerlous evile . Na turally, we would all prefer to see the 

French sucoeaatull y attempt to maintain their currency without 

resort t o restrictions on capital movements and without eaori­

rioing too .uoh ot their gold holdings or impoeing further 

barriers to international commerce. 

• 
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Clearlt this ie not the pl.ace to eat r orth the proe and 
cone or the adopt ion or exchange controls designed to prevent 
speculative exchange attack• and to promote currenct etabilitt 
and roreign commerce, nor 1a any euch evaluation intended here. 
It 1a a subJect that could onlJ be ade~uatelf d1acuaaed at much 
grepter length. In any case the methode a nation adopts 1n a 
monetary cr1a1a ia 1n the last analJeie a dec1aion which each 
government must make !or itself. Which course ia wisest ! or 
that country to pursue at such a t1.a depends entirelf upon the 
circumetanoes pecul iar to the country, to the aituatton, and 
to the real1etic alternatives which exist 1n the given situation. 

It 1e alw&Je enlightening to receive your tree and !rank 
comments on matters or mutual interest and I hope JOU continue 
to send them along. 

81noerely, 

....... 
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The following goes under t he head of : Let ters-we-like-to­

write-but-not-send, 

Deer Joe: 

I reed your note to me of April 25 with some eurpr'iee , 

not unmixed with concern . 

I ' m not quite clear Just which team you ' re playing for. 

I have always been under t he i m9ressi on that you, or all 

peo9le , would r emember that knee pants are only f or parade 

and not for use while your t eam ie on the field. Not only 

will you have t o grant that t he British are usually able to 

take care or themselves but they seem t o have a facul ty of 

ev~ry once in a while acquiring t he o t her team ' s prize 

s outhpaw. 

I don 't know Just where you got your inf ormation but 

a pta rently there has bee n some confusion. In the first 

pl ace, we weren ' t playing any game of ball with t he ~rench, 

~e were Jus t batting ' em out ror practioe with one or t heir 

players . If there was any dirty work golng on lt must have 

been ln the bl eachers where the Briti sh were throwing beer 

bottles a t one or the F'renoh teams in an intramural F'rench 

ball ga.me . When we olay ball it io in the ball park and we 

a lways give t he Br'itlsh the best oeats. 

Keen your shirt on and your home t een's uniform in good 

order. Our ooaohing starr is not functioning t oo badly and 

I am sending along a f ew or the si gnals which may help you 

to understand the other fellow' s curves a little better and 

will help you to keep your eye on the ball. 

Youro for more baseball and l ees or1oke t. 

Sincerely, 
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secretory of st~tc , 

·~oshinrton . 

GRAY 

Paris 

DatEd !Aay 5 , 1938 

Rtc'd 11 :40 a . m. 

709 , !.lay 5 , 9 a . m. (&CTIOll FOUR) . 

2Bs 

In his radio addrcsc D~lndit r first referred to thE 

difficulties which raced his Governmen t upon his arriv!ll 

in powe r . ThE :':lost important problem , he said, was to 

restorE social pence . This had been done . ThE second 

difficulty related to thE continual arming of Europe . 

In this connection hE llad been able in I.ondon to strengthEn 

thE sincere and loyal entente betwEEn France a nd Great 

Bri t ni n. 
Upon his return from London he said that hE had 

round fresh difficulties, ~is time or ~n economic and 

fl nnncial canractcr . It was ncccs•nry to tell th£ nation 

the truth , and the truth w•~ thnt Frrnch economic lifE 

i s in o very bad conditi.on. LCC'itimatt profit was ttndi~ 
to disapvcar. Partial unemployment was increasing. ThE 

trod£ bolonct was 1JIIpovcrishing the country ~ Production 

figures wert a humiliation for all FrEnchmen . Such 

an~tmic conditions rendered the budGet recurrently and 

inevitably dcficitary . The nrcds of thE Treasury 

exhausted public savings , dtBrr.dcd public credit, dried up 

privatE credit and thrcntcntd mone t ary crEdit. 
ThE 
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- 2- #709, Mny 5 , 9 a , m. ( SECTIOIT FOUR) from Paris, 

ThE Oovtrnmtnt could not nllow auch a gravE 

ai~tntion to continuE. Thc GovErnmEnt would bE guidEd 

ncithEr by polit ical c rccdo nor by thE lust for nEw 

cxptri.Jncnts , 

28S 

Tuming to thc qurstion of confidEnce , hE sai d that 

this nrust bE bascd on a solid foundation to bE lasting. 

ThErEfor£ thE GovErnrnEnt hnd co bEgin by fixing a monEtary 

lEVEl which corrEspondEd to Frcnch financial burdEns , 

and which wcs not subjEct to recurrEnt altEration, 

.. !JLSON 

CSB 

. . 
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Secretary of State, 

Washington. 

374 , May 5 , 6 p .m. 

PLAIN 

London 

Dat ed May 5, 1938 

Rec ' d 2 :30p .m. 

FOR TREASURY FROM BJTTERWORTH . 

After ~~king the sta tement rcfc~red to in my 371, 

Mny 5 , 1 p. m. , and 372, ~lay <; , 2 p. m. , the Chanc ellor 

287 

or the Exchequer wns asked "whethEr it is contemplated by 

Hie Majesty ' s Government that no furth~r approval will 

be given to any unilateral dtvPlu~tion of the franc or • 

perhaps the dollar exchange in the future" . To this 

Simon replied : "ile will deal with the situation as we 

find it . ThE honorable member h as referred to the dollar. 

As I havE seen in t hE paper a wild rumor suggesting that 

there might be n lowering in tht valuE of the dollar mny 

I takE thi s opportunity of saying that that has been 

officially and r igorously dcnitd in Washington . Equnlly 

or course we a r c not contemplating any ad justment of thE 

sterling exchange" , 

KENNEDY 

HPD 
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SeorEtary of StatE, 

Washington. 

GRAY 

Po.ria 

DatEd May 5 , _1?38 

Rto ' d 2 :30 p. m. 

709, l!.o.y 5 , 9 a . m. (SECTION FIVE} . 

--For thi s rtnson, bE announcEd, b E had dEcidEd - - - •• , 4 

to makE a furthEr out in t hE French currEncy and 

to otcbiliz£ it dr facto at n l EVEl whErE it could 

bE EffECtivEly dEfEndEde 

liE thEn dEscribEd thE arrangEmEnt mad£ w1 th 

thE AmEr ionn and British GovernmEnts as follows : 

"In CC'I:IplEtE c.grEEmtnt w1 th thE AmErican and Br1 t­

iah GovErnl:lEnt s , whom I •ish to tho.nk for thEi r 

loyal and cordi al coopEration, thE FrEnch GovErn­

mEnt has thEr Efor £ r toolvtd t o adjust thE frllDC at 

o rate '11h1ch will ensurE i to victorious dEfensE . 

Thio decis i on has bEEn tokEn in accordancE with 

thE tErms of thE TripartitE Agr EEmEnt, to which tb£ 

Fr ench rovErnmEnt r EmainB firmly attachEd. ThE ratE 

which I m vE fi xEd far tomorrow will not bE EXC EEded. 

288 
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Th£ inv~:sting public ru:td thtrtfor£ bo.v£ no 

ftnr about a ntw dEprtcintion of our currrncy. It may 

rathEr count on an rnhanctd valu£ of thE f 'ranc . WE 

sr~ll thus b£ abl£ to pursue thE task of rEcovrry w~ch 

calls for an Effort frttly givEn from all FrenchmEn. " 

ThE remai ndEr of his address rEftrred to the rorth­

comino national defrnsc loan and thE first seriEs of 

decrees alrtady publishEd which h£ claimed "would prevent 

thE French currEncy fran being constantly attacked and 

would permit t hE GovernmEnt to maintain the gold stocks 

ntctseary for Frrnch national dtftnsE . " HE concludEd by 

a tat1ng tl10 t therE would b£ no further changes 1n thE 

Frcncr currEncy, no new ExpEnditures, no new financial 

char ges . 

~I'IIC 

CSB 

( E:I!D l!E:SSAOO 

VIILSON 

• 
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0#' NIEW YOIUC 
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E CORRESPONDENCE 
D ATE lla7 &. UN. 

su-.~acn nJ.e:PH?t!l! CO!'l f 8J!SAI101 WITH 

JIAHJt 01 rtWICl!. 

Mr. C&r1guel call ed Mr. Knoke at 3 p. e . and a aked about 

t he rrano aarlcet. M.r. Knoke u1d t hat the u rlce t i s exceeclin&lJ' 

~uiet, quoted 279 l/8 - 279 l/1, and t hat we ~ad not operated. 

!.lr . C•ri~el aalted ua to l owor our r ate&J bUTiDC price to 178 .~, 

aell1nc price to l 78.Z2. Kr. lnolte a aked what sort or a dar he bad 

and Car 1guel r eplied , •yery buay ooe.• He aa td ~87 had acquired 

about ~21,0001000 1D exohAn,e and much sore 1n pounds sterl iD&• 

JlllcKaCS 

• 
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Thursday 
!L'Iy 5, 1938 
11: 30 am 

291 

H'JJ r : Hello . 

Opera tor: Mr . Butterworth. 

H ~~r : Hello . 
l':m. Walton 
But t e r-
worth , Jr: Mr. Secretary? 

B l~r : Yes . 

B: This is But terworth . 

HI.!.Jr : 

B: 

f!!.IJr : 

13 : 

H!.IJr: 

B: 

ni&Jr : 

B: 

• n,~r : 

fl : 

lil~r : 

B: 

Ah - you 
Yle 1 ve just 
Wilson and 

Yes , sir . 

- He rbert 
b een t a l k tne f or a 
t o Co chran . 

That ' s what tied u s up . 

Feis is here 1n rrq r oom. 
half an hour to Ed 

liow, Phill i p s has just telephoned me •• • 

Yes • 

• •• to say with the Chancell or of the Exchequ er ' s 
authorization he has mnde or al representat i ons t o 
the J>rench emphas i z ing the following po ints: In 
t he first pl ace he said t hat t hey were ple~sed 
t hat France had ga ined as much a s t h irt y mil l ion 
pounds t oday •• • 

Ye s • 

• • • 'but the f act t hl\t t hey g a ined it so rap idly 
make s it clenr t h&t on e seven nine is too low a r a te • 

Yes . 

Secondly, the fact that of t his thirty million pounds 
some three mill i on pounds ca me from Belgium •••• 

Yes • 

• • • is indicativ e of t he hole wh ich they are help tne 

t o put Belgium in. 

• 
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BMJ'r: 

'B: 

RliJr: 

B: 

IUIJr: 

13: 

BMJr: 

B: 

I!I.Ll'r: 

B: 

B: 

BIAJr: 

B: 

HloiJr: 

B: 

Rl\J'r: 

Jl: 

- 2 -

Yes . 

And that that constitutes another reason for 
their pushing the rate up. 

Yeah. 

And thirdly, the figure one seven five was omi tted 
from the statement which Simon made this afternoon 
at the House of Commons •• • 

Yes . 

And which I telegraphed you this morning . 

Yes . 

At the behest of the French. 

Yes . 

Because they think that to state that figure wUl 
tend to exclude the contingency of the r ate im­
proving . 

Uh huh. 

And so therefore, PhU11ps said that - he pointed 
out that nevertheless, the Chancellor of the 
Exchequr was havine pressure brought to bea r on 
h im in the Bouse of Commons for a more precise 
statement. 

For a what? 

For a more preci se sta tement. 

Yes . 

And that to help him avoid making one i t was hoped 
t hat the French would get the rate pulled up r i ght 
a wa:t . 

Yes. 
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PhUlips went on to s~ to me that however, a s the 
Serb:lan markets were on the point of closing he 
doubted very Dl.lCh whether anything would be done 
today as far as the European .arkets were concerned. 
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Bl4Tr: 

8 : 

HI!Jr I 

8 : 

BIIJr: 

B: 

BliJr: 

B: 

.BIIJr: 

B: 

BM.Jr : 

B: 

HMJr: 

8 : 

Bl4Tr: 

B: 

293 
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Yes, but we have to get a rate from the French 
and we have to operate from twelve o ' clock on 
here for the rest of the afternoon. 

Yes, I know. Well, he ~as 
as far as thi s continent was c oncerned. 

talking 

I unders tand. 

And so he sa:ld he hoped that - he sa:ld this to the 
French in a very serious war that he hoped tha t 
that was their particular method of represen-
tation t~ough Cochran. 

Yeah. I s that all? 

That' s all, sir. 

Now let me g ive you the late$t information which you 
can g i ve back . to the British Treasury. 

Ri.«ht . 

Jlr. Bonnet suddenly f inds out that the franc is a 
hundred and seventy-nine; he just didn ' t know what 
was going on. 

Yes. 

It was quite a surprise to him. 

Yeah. 

And he is trying now to inform himself abcut i,t. 

Yes, air. 

And - the poor dear j ust didn't know what was 
going on. And - ah - he was very IIIJ.Ch surprised 
and shocked to learn that he understood that I 
told them that if by six o ' c l ock tonight they had 
not brought the franc back t o a hundred and seventy­
f1ve I would denounce the Tri-part1te Treaty . 
But I hadn't said that . But I had •de .it - I 
mean I said it as str ongly aa possible lacking a 
definite ultimatum. See? 

B.i&llt . 
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BIIJr: 

B: 

ai!Jr: 

a: 
HI!Jr: 

8 : 

H!.IJr: 

B: 

HMJ'r : 

B: 

H~IJr : 

8 : 

HM.Jr: 

B: 

HMJr: 

- 4 -

Bonnet is to call VI Uson again in a few minutes 
and we had a long conversat i on. And this i s the 
message that I gave him. The r a te that we're 
getting here every sill!le minute is at definitely 
a pegged rate for the franc . 

Yes . 

I t ' s one seventy-eight eighty-seven. And all the 
transact i ons are taking place at tnat • . 

Yes , sir. 

I said this, that he c ould tell Bonnet that I 
insisted fU · f a ct tl_lat I was adamant ••• 

'!1. 
Yes, sir. 

•• • t hat they~ progressively lor~er the r ate 
t oday and do so in their instruct ions t o us, be­
cause beginning at noon here we must carry the 
market for the rest or the day . 

Yes . I understand. 

And that that was lilY message to Mr . Bonnet. Now, 
within a reasonable time, not only will we hear 
aga:ln from Ed Wllson but we wlll undoubtedly get 
instruct ions from the Bank of France. 

Yes. 

But up to within five minutes ago the f ranc was 
pegged at one eighty-seven et&hty-seven • • • 

Yes . 

• •• and- one seventy-eight eighty-seven and 
there's no indication of any k ind that they're 
trying to lower it • 

Yes . 
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Well , I ' ve changed rrq position to the extent -
because they said wouldn 't we be satisfied if' they 
brought it back to/seventy-five with:ln a few days 
and I said no, (one) that I wanted an indication 
o r good faith· 
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B: 

1!11Jr: 

B: 

BMJr: 

B: 

HIIJr: 

B: 

BMJr: 

B: 

B: 

lilliJr: 

B: 

HMJr: 

B: 

BMJr: 

- 5 -

Yes. 

And I don't know whether I told you this but 
It old Wilson to tell this to Bonnet , that I 
could see n o difference between private specu­
lators and members of the-Fr encb,Government 
speculating ; t o me they were just the same. 

Rieht . 

And that every ind i cation was t hat last night 
it was going to be one seventy-five and some 
time during the wee hours of the morning t hey 
decided they would make i t one seventy-nine. 

Right . 

And that 1 s the way the s ituation is right now. 

Well •.• . 

And may I say • •• 

I 1ll tell that to Phillips. 

Kay I say tha t Herber t Feis is here and the St ate 
Department is a hundred pe rcent behind me. 

Right . 

And - ah - now, Jus t a moment please. 
I've changed 'llfY position t o t his , tha t in their 
instructions to us I want instructions that we 
should progressively lower the rate today; I 
didn ' t sa:y t o what but I just wanted an indication 
of good faith that they should stop pegging the 
franc at one seventy-eight e 1ghty-seven and 
instr uctions to us Ylere to bring pressure to bear 
to lower it . 

Good. 

Do you get that? 

That 1 s the same pos i t ion that I should take. 

Ylell, we•·re together. Now, Just a minute and see 
it Herbert hjl§. anythin&• Her bert i s satist'ied 
as to what I"h.1d. Bello . 
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B: 

HIIJrl 

B: 

H!AJr: 

B: 

HIAJr: 

B: 

BMJr: 

B: 

HJIJr : 

B: 

• 

- 6 -

Yes , a ir. 

I understand that Bullitt 1a at tile Embassy in 
London? 

That 1 s r i ght , s ir. 

I see. Is he 1n on thia? 

No, he 1sn1t. Be' s plqing golf this afternoon. 

I see. Wel1, I hope he makes a llole 1n one. 

(Laughs) 

(Laughs) Al.l right . Well , you cal1 111e if you 
get anything and you pass thia along to the 
Bri tish, will you please. 

o. K. , sir . 

Thank you. 

Thank rou, sir. Goodbye, llr. Secretary . 
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Bob 
Doughten: 

HIIJr: 

D: 

RliJ'r : 

D: 

HMJr: 

D: 

H:.Ur: 

0 : 

HliJr : 

D: 

BMJ'r : 

D: 

HMJr: 

D: 

RIIJr: 

D: 

• 

Yes. Bow are )'OU? 

Fine. 

flal.rsda)' 
lily 5, 1938 
1.2t55 p. l'l. 

called me thiS morn:lng about that 
amendment to that resolution; they ' ll ask 
you about the bonds , 

Yes, Bob. 
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Well, would it suit you to have a committee .meeting 
on t hat in the mom:lng at ten-th irty? 

Ab - yeah. 
come up. 

Will it ·be all right 1!' Taylor and Bell 

Bow' s that? 

I.f I let Mr. Taylor and Mr. Bell? 

Ah - yes - whoever you want to send. That ' s with 
you who you send up to appear . 

Well, I can send 14r .... 

I think it would be very appropriate for you to come 
because some of the members )'OU know that went to be 
critical want to r aise quest i ons and want to give 
trouble would be inquiring wby you were not there 
and I think it would be avisable for you to come it 
you can. 

All right. Ab ... 
And bring anybody with you of course that )'OU like. 

I'll be there. I never ran away from a fight yet. 

Well, call at ten- thirty then in the colllllittee room 
in the new House Office . Building, the large committee 

room. 

Is that - is that an -
a public hearing? 

18 that a will that be 

Bo, it' s an executive hearing in the morn inC• 
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BII.Tr: 

D: 

BllJr: 

D: 

IUIJr: 

D: 

BIIJr: 

D: 

lmJr: 

29S 

- 2-

Al.l right. 

Get too auch done and we'll have to bave public 
hearing later but we hope we'll get ~ without that. 

Ten-thirty •• •• 

Ten-thirty tomorrow morning. 

And where will that be - in your regular room? 

In the regular coDUDi ttee room - that large coiDDiittee 
room - main coDIIIIittee r oom there in the new House 
Office Building on the first noor. 

Thank you. 

Al.l right. Thank you. 

I ' m very much obliged. 
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Operator: Here 1.8 llr . WU son. 

Fdwin 
V/Usons Bello. 

HYJr: Hello . 

W: Jlr. Secretary . 

lillJr: Talking . 

W: This 1s Wilson . 

BI&.Tr : Go ehead. 

Thursda7 
lilly s. 1938 
1:42 p. m. 

VI: I Just came rrom seeing Bonnet • •• 

HJIJr: Yes . 

VI: While I was waiting for a noment to go into to see 
him-the British Ambassador was there ••• 

HliJr: Yes. 

W: The Financial Minister, Marchandeau, and Cochran 
walked in. 

BI&.Tr: Yes. 
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'II: So the three or us, after the British Ambassador 
let~, the Financial Minister, Cochran and I han just 
talked with Bonnet. 

HJ.!Jr: Yes. 
V': And the upshot of it i s this, that in our presence 

Yarchandeau telephoned to give instructions ~1ately 
in lfew Yor k to bring the rate dom by the closing time 
toda7 by fit't y centimes . The same thing wUl be done 
tomorrow. 

HILT r : Uh huh. 
Wa A!'ter that, next week, he stat ed that they would bring 

i t down gradually by a fall without the possible 
pro•1sing that on a certain day so l&lCh would be done 
but/i t would come down gradually with but 

\;hat 
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bringing it below one seven f i ve. 

I see. 

Be e xplained in a grea t deal of detail why 1 in 
order to prevent the speculator s making profits 
out o f i t , it would be i mpossible to do it more 
quickly. But he said that out of the intention 
t o s how good will toward you that be was giving 
thos e instructions immediately . And, as I say, 
he d id it in our presence . 

Well, tha t was Bonnet did it, or llarchandeau? 

300 

W: J -..:.._~~eau ga ve t he order. 

H!IJ'r: Now what does that mean on ·a cros s r at e? 

vt : 

BMJr: 

VI: 

BloiJr: 

VI : 

B1LTr : 

W: 

RII.Tr: 

W: 

HIIJr: 

'" . ... 

RM.Trr 

It means , for inst ance, that one s eventy 
wha t is i t, one seventy - one seventy-eight? 

It ' s one seventy-eight eighty-seven. Bello. 

I t would go down fifty centi mes t onight. 

I see. 

Around fifty centimes in New York tonight and 
fifty centimes down tomorrow, - And f ifty 
centimes down in Paris tomorr ow. 

Yes. And now, just a momen t . 
{Speaking t o someone in h is office: Ytbo 1s calling?) 
Bello. 

Yes . 

Cariguel i s trying to get Knoke now -that's what 
they ' re telling me. 

Vlell, t hat is what the instructions will be. 

I see. 

Now, I wanted t o say that - that both Bonnet and 
llarchandeau regret very auch that there's been 
any mi s understondtng here or that there iS ,fDY 
feeU11g that they were not acting the way they 
should have acted under the agreement. 

Yes. 
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Be t hinks that probab~ there will be some message 

tl>om the French Ambassador tomorrow along those 
lines. They feel very bad~ over the way t his 
s ituation has developed. 

Well , thq don' t feel half as badly as I do. 
had 

No. I told them in the jus t the words you/used, 
that in all the experience you had had in dealing 
with international affairs this was the most 
shocking experience you had known. 

Yes . 

And that 1 s the side that was presented and I think 
that they realize what a mi stake was made. 

Yes . 

NoT/ there ' s one t hing that might interest you also. 

Please. 

That while we were there the Prime IUnister, Daladier, 
phoned to Bonnet end gave him a message just received 

trom the British. 

Yes . 

Which was to the effect t hat they, in f act, con­
grat ulated the French upon this operat i on but wh11e 

they felt the r ate of one s eventy-nine was a l i ttle 
higQ that they understood that it would be brought 

down gradually end that they ' d accepted the situation 
and it made no difficuly end that if the matter was 

raised in the House of CoiiiiDOns Chamberlain would reply 
in that sense, that be unders tands that t he figure 
was being br ought down gradually. 

Well, that doesn't sound like a v ery strong protest, 

does it? 

Well, on the contrary, they were perfectly delighted 

with it and said t hat - tha t they bad just received 

a most cor dial and helpful message from the British. 
I said that t here 1111st again be some misunderstanding 

because I understood that our Trea1ury had b een phoned 
by the British Treasury - jus t what you t old me about 

Phillips without 118Dtiaaing his name ••• 
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That 1 s r 1ght. 

And they felt strongly that the franc should be 
brought down to one seventy-five today and they 
were of course very anxious to have it dtlwn. 
Uh huh. 

But this was a message 1n a totally diff erent 
sense. 

Uh huh. Well , 1f you don ' t mind fll1 saying it, 
I don't believe the British did it . 

Well, it was - they were very spec ific about it. 
And even ray firSt impressi on and Cochran 1 s was 
that - t hat it was a messa ge that might h a ve been 
iss ued yesterdny as yours wa s . 

Yes. 

From yesterday ' s information. 

Yeah. 
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But then - t hat wa s not your figure . He said that 
the message stated t ha t one seventy-nine was re­
ga rded as pretty high but t hat they had received 
assurances that steps would be taken to reduce it 
progressively. 

Yiell. Now, for instance, the British told me one 
of the t hings that d 1sturbed them - that three 
mill ion pounds of this came from Belgium. 

Yes. 

- that the French were getting. 

That wa s - mention of that was made in there, that 
also that they were concerned as to the effect Lt 
might have u pon Belgium and the other countries - the 
other partners of the Tri-partite agreement . 

Yeah. Vlell, that' s what they told me and that 
furthermore, the fact that the French got such a 
vast sum of money showed that it wa s undervalued. 
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Yes. Well, that they didn ' t say. I don't know 
whether that was in the message or not , but he 
d:ldn 1 t mention that. But the reference to the 
ot her smaller partners of the agreement was 
mentioned. 

Well, 1 1 m going to ask the • •• 

• • • entirely satisfactory and 
wondered in a sense why we were so d isturbed when 
t he other partner seemed sati sfied. 
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Well, I am going t o get a copy of what the British 
said; they' 11 g ive 1t to me . 

Yeah. 

11 m going to ask for it. 

Vlell, at any r a te, that is the upsho t of it - an 
order has been g iven now as an indication of their 
good fa ith in this matter to nx>ve it back today by 
that amount , the sa me tomorrow, and to do it pro­
gress ively as conditions permit t h is week. 

Well, I'll have to t ake; I don ' t like it, but I'll 
accept i t . I mean that's all I can do • 

Yes, - yes . yes • 

Pardon me? other 
Would you like to speak to Cochran for the/detaUs -
he ' s right here with me? 

Please . 

Right . Just a moment. 

Bello, Ur . Secretary. 

Yes, Cochran. 

I showed up at the Ministry of Finance at s ix 
o ' clock as agreed. 

Yes. 

Marchandeau bad with him there Rueff - ah - Fourni er 
and Cariguel. They had been going over the matter 
and the »inister, Marcbandeau, said that Jlr. WUson 
had just been received by Bonnet and 8 :you come along 
and go over there with me. • 
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Yeah. 

And so we went there - there were the four of 
us - Bonnet was with me and 1wrchandeau and Rueff 

And so that ' s what they promised 
us definitely, to rrove i t f ifty centimes a day -
l ast night • ••• • 

Yes . 

After that they would g ive no figures except t hey 
said that t hey would reduce it gradually just so 
t he speculators couldn ' t profi t too much and finally 
would get it below one seventy-five as soon as poss i ble . 

Will get i t below one seventy- f ive? 

Yes . 

As soon as poss ible? 

Yes . 

Uh huh. Well , I ~till don ' t like it, I still don ' t 
t hink they treated the United States Government 
properly ; I think the whole performance i s outrageous 
but there ' s not hing I can do about it becaus e the 
whole political s itua tion over there is so bad •.•• 

Yes . 

So I' 1~ t ake it for today and tomorrow but I' 11 
never forget it and I 1 ve lost confidence . 

They gave us absolutely no explenation - no rea son •••• 

Well, Cochrw, how can they g ive any explanation? 

• • •• the f act tha t he was maneuvering 
but this thing of not telling us what t hey were doing 
today they d idn ' t attempt that. 

Well, Cochran, how can t hey g ive you any explanation? 

But 1f they 

We~l, 1f they ' ve made another little bluff t hen we 'll 
see. 

• 

Regraded Uclassified



c: 
RMJr : 

C: 

HUJr: 

C: 

H~r: 

C: 

HL!Jr: 

C: 

HIIJr: 

C: 

RW'r : 

C: 

HMJr : 

C: 

RMJr : 

C: 

RMJr: 

C: 

!!YJ'r: 

- 7 -

Yes . 

And - but I ' m going t o cal l. up Butt erworth 
n ow and get from him just what the message was 
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that was s ent because I don 1 t bel.ieve t ha't message. 

I t hink t ha t was certainl.y very f unny because 
Daladier eviden t l y received it in English • •• 

Yes . 

And \\1:l.Ue they quoted t hat rate one seven nine to 
us ..... 

Yes . 

•• • it ' s entirely conceivable that tha t might have 
been their ori ginal note •• • 

Yes . 

At the same time it might ha ve meant t hey were 

We l l, I' m going to find out . 

Yes . Well, t hey didn ' t show us anything there, you 
see . 

All right . 

But anyway, they put it on us - they said, "Well 
you people - there are onl.y 1/loth as many 
dol.lars being sold as sterling - you people shouldn' t 
worry if the Brit ish don ' t worr y . " 

Yes . Wel l. I !mow. Well, I'll take care or that . 

Yes . 

Al l r ight, Cochran. 

I ' l l f ix u p a tel egra m - f ix the story up 

All r ight . 

t o show that V/Uson and I went to t he French 
llin i stcy . 

Fine. 
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So - you want that tonight I presume? 

If you please . 
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Surely . All right, I 111 get that out . I can do that. 

Thank you. 

All r i ght, sir. 

Goodnight. 

Did you want to speak to Wilson anymore? 

That ' s a4: -
That ' s all . 

Thank you. 

Goodnight. 

.. 
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Mr . Taylor isn' t back f r om lunch yet. 

Put on Butterwcrth. 

All right. 

Bello. 

Go ahead. 

Bello, Mr . Secr etary. 

Are you a t home? 

Yes, I am, sir. 

Well, Butterworth, WUson got on the telephone 
about an hour ago •• • 

Yes, sir . 

And he was 1n with Bonnet, llarchandeau and Cochran ••• 

Yes. 
And they agreed that they would today drop the rate 
by one half a centime and tomorrow another half a 
centime, see? Bello. 

Ba.lf' a centble? 

Yes. 

Half a franc? 

Balf a rranc. 

A half a franc and tomorrow a half a f ranc? 

That ' s r ight . 

Yes . 
How they br ought the rate down to one eighty-seven 
thirty-two •• 

Yeah. 
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Hello - they 've already done it . 

Oh, they have? Good. 

Ye s . Now - but this i s the part that disturbs me 
grea tly. l'.'hlle they were there Dalad i er c alls up 
Bonnet and tells h i m t hat he has just r e ceived a 
message from Mr . Chamberla in . 

Ye s . 

In wh ich ~ . Chamberla in con gr atulat es the French 
on wh at they have d one and t h ey ar e del~hted at the 
r ate o f one s e venty-n ine and t h ey are pleased t o 
leam t hat t hey a r e going t o pr ogressively lor•er i t . 
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And then t h is is - Dalad i e r goes on to s ay to 
Bonnet, " Vie can't see r hy Ur . &brgenthau i s so excited; 
he ' s not l osing a ny money and 11' t he British a ren 't 
excited why is Mr . !.'orgenthau s o exc i ted?" 

(Laughs ) 

So I said t o I'.'Uson~ "La ck ing an actual c on f ir mat ion 
f r o m the Br itish I aon 1 t believe it," 

Yes. 
so 

Now , - but this is/seri ous and t hey ' re usilig i t so 
nuch against me • • , 

The po int of the British the l ast 3r itish reply 
sta r t s out by s ay ing t hat they a re de.l ighted that the 
French ha ve taken in so auch t oday • •• 

Ye s . 

,,,but the fact that they had brought in so much 
shows that t he r a te wa s t oo low. 

Yes . Well now, t hey d id not show .... 

But now I can' t hear you. 

They did not show V/Uson anyth ing . Do you see? 

Ye11h. 

But - and I told Wilson, "I' m sorr y , I Jus t don't 
believe it." 

' 
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Hello . 

Hello. 

I d1dn 1 t hear that . 

I told WUson, "I do .llQ1 believe it." Hello . 

Jus t one mment please, sir, our receiver 1 s gone 
out of control . 

In Just a moment, please, 

Bello . 

Yr. Butterworth again . 

Thank you. 

Go ahead . 

Bello . 

Bello, sir . I didn ' t get any of that 

Butterworth, -

Yes. 

I told Bd YtUson •• • 

Yes . 

"I' m sorry I do not believe that." 

Yes . 

"l'm going to ask Butterworth to tell the British 
exa ctly what's happened." 

Yes . 

30S 

"And I'm going to ask the British to do me the 
courtesy of l etting me have a ·copy of the message ••• " 

Yes. 

" •• that Daladier was talking about." 
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Yes. 

Now this is some message that they cust have 
gotten within the last couple of hours. 

That was the !lay third - and I told you earlier -
was an .2IY message. 

Hello . 
•' 

Hello. This message that they sent was - I 
told you on the telephone this afte.moon - was an 
oral message . 

Yes. 

It was not a written message. 

Yes . 

And the points that they made as Phillips accounted 
them to me were: In the first place they con­
gratulated the French on the fact that things had 
gone so well and they'd acquired so much as t hirty 
million pounds today. 

Yes. 

And they said that tha t obviously s howed it was 
coming in so quickly tha t the r ate was too low. 

Well. Now, wha t they ' ve done is, they've taken 
that message •• •• 

.. . . or the thirty million pounds three million has 
come from Belgium alone •• • 

Yes . T.hey told that. 
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• •• Belgium would be put in a and that 
that was an added reason why the rate should be rtl.ised. 

Well , you see, t hat's the message and they ' ve used half 
of it and they've us ed it against me. 

Yeah. 

And they're saying that the BritUA like it, they con­
gratulate us , they say we 1 ve done fine and the onl;r 
person who is excited is ltr. llorgenthau and what 1 s he 
so ekcited about. 
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Yes. 

Now, what I need from the British is a - something 
which I can use 1t necessary . 

Yes . 

So that I have whatever the verbal message is. 
And t his i s so important ••• 

Yeah. 

. .. . that I think that they will see that we cannot 
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let Mr . Daladier pl ay Mr. Chamberlain oft against me. 

Right . 

And please tell Sir Frederick Phill ips that it would 
be most helpful 1t I - 1t he would give you informally 
just what the message was. 

Ri ght. I will indeed . I will can him up at his 
house now. 

Because - tell him that I - without knowing anything 
that I sa id, I just didn ' t beli eve it. 

Right . I will indeed, sir, and t hen l'il call you back, 

And - ah - you get what they 1re doing - a half a 
franc todll)' , a half a franc tomorrow and t hey will 
try to continue next week but again no promises . 

Yeah. 

But now, I want to again emphas ize that they see 
whatever Mr . Chamberlain ' s message 1s the British 
think this i .s all lovely and lr. J.lorgenthau is 
exci ted about nothing . 

Right. Yes . 

Now, ot course, we know t hat's happened before and 
I'm sure that when Sir Frederick gets mf message 
he'll be glad t o ••• • 

Oh, I• m SIU'e he will. 
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But tell film that I told Ed Wilson over there, 
"I Just don't believe it . " 

I will indeed. 

But - ah - it' s Just that - and I also told 
Wilson that, knowing how critical the poli tical 
situation is I will accept it but I feel very 
unhappy and I can't help but f eel that we have 
not been properly treat ed. 

Yeah. 

_Nll'w · !f~l.l.' ll be interested in t h is . They have given 
no'--e1rplanat1on to Cochran why they did this - the 
whole business , see? 

Yeah. 

Mr. Cariguel in calling up llr . Knoke ••• 

Yes . 

• • • bas given no explanation. 

Yes . 
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0! course the answer is there is no explanation 
other t han they did this 1n order t o let the ins i de 
group make a big cleanup. 

Yes. 

And that ' s the only explanati on there is. And I ' 11 
never be convinced that it wasn 't that. go ~ ah -
and the French, as !ar a s I 1 11 concerned, certa:inl.y 
haven' t done themselves any good. 

Yes. 

But ••• 

tiello . 

Yes, sir. 
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Well :rou get that word to Sir Frederick, wlll :you? 

I wlll, air. 

Thank you. 

Thank you, air. Goodbye. ..... 
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Thursday 
Kay 5, 19)8 
2148 p . m. 

Secretary Woodring is out of t he offi ce making a 
speech; he'll be back in about f ifteen or twenty 
minutes. 

Well , as soon as he comes back I' d l ike to talk to 
him please. 

All right. 

Bello. 

Thursday 
llay 5, 19)8 
) : 08 p .m. 
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Yr . Secretary, just hold on. Secretary Woodring i s 
com.ing right on. 

Bello. 

Jus t a moment please . I thought that was t he secretary . 

(Short pause) 

Bello. 

Bello . 

Yes , Ben.ry . This is Barry . 

Ob, hello Barry . Barry, we ' re ready to move our 
silver from New York up t o West Point. 

Yes • 

And I ' d like to know whet her we can h ire the Arllri to 
do it. 

Well, I t h ink so . We did that before, d idn't we, 
out at the o ther pl ace? 
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Yes. We ' ll work it out . Now, who do you want me 
to I'll get a name a IIIIIJl to contact whoever 
you say. 

Well, 11' you ' ll name the fellow and then tel l him to 
get 1n t ouch with McReynolds, =r Administ rative 
Assistant ••• 

McReynolds? 

Yeah. 

Your Administrat ive Assistant? 

Yeah. 

All right . 

Ah - and • • • 

1 111 get him - I ' ll get h im r ight at it. 

Vie could pay for it . I mean , we ' ve got money. 

Yes , that 's what I •• •• 

Yeah. 

•• • understood to be the way 

We're rea~ to move it and we ' d like to do it 
r a therly promptly. 

All right • 

Thank you. 

We ' ll do i t. 

Thank you. 

Goodbye • 

• 
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l:lello. 

Bello, Mr . Secretary? 

Tallting. 

This 1s Butterworth. 

Yeah - I don ' t hear awfUl.ly well. 

I ' ve been over to Phillips' . 

Yes. 

And he 1s astonished and indignant •• • • 

Yes . 

• •• t!lat that shou1d have t aken place. 

Yes. 

Be s aid that the message t hey gave to the French 
was that which I - they gave t o me and which I told 
you . 

Yes . 

And that, whereas they expres sed pleasure at the 
amount of foreign exchange t he :.YtenC"hhad r ecei ved 
they said that they thought it had come in so 
quic.k1y that i t showed that the rate was probab1y 
too high. 

I see . 

And that they should push it near er one seventy- f i ve. 
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They should what? 

They should pu sh i t nearer one seventy- five. 

Yes . 

And fUTthermore Monnick has telephoned Philli ps 
t on i ght ••• 

Yes . 

• • • and g iven h im over t he t elephone the reply which 
you have had from t~rcbandeau . 

Yes . 

Y/hich tells him of t his arrangement • ••• 

Yes . 

• • • t o change the franc by fifty centimes •••• 

Yes • 

• • • f or today and for tomorrow ••• 

Yes . 

•• , and furth ermore acknowledges and co..ants on the 
points whi ch Phlll i ps r a ised. 

Yes . 

So that , Phillips say s ,"There ' s no question of their 
r eally underst anding what we told t hem. • 

I see. Now, wha t I'd like you to do, the f irs t th:lnj; 
tomorrofl morning. 

Yes . 

I s to c :U.l up Cochran. 

Yes. 

And tell hlln about this . 

I certa inly will . 
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And tell him to g i ve i t to Ed Wilson. 

I will indeed. 

And I hope you explained to Sir Frederick that aa 
soon aa I beard i t I said I didn't believe it. 
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Well , I told him that . Th91 1 re appreciative of that . 

Yes. And - ah - we just have to watch our step. 

Yes. I quite agree . Furthermore, Phillips c alled 
up Monnick tonight • • • • 

Yeah • 

.. • and gave him a p i ece of his mind, 

Good. 

And 1n turn then he called me up . 

Yes. 

And was v ery concerned with all that's happened, 

Yes . 

And - so that I think t hat they will get the idea 
f ro• sev eral sides. 

Good. Because - _r.ell, I don't - I can 1t just 
say too auch about~Wpset I am about the whole thing. 
Af'ter all, we're dealing 1n hundreds of millions of 
dollars . 

Right . 

And the only thing that we have i s good faith . 

Right·. 

And I j ust don't like the W$Y the French act. And 
after all we ' ve done for those people they ought to 
be - act .~t~elY differently. But 1t you will 
tell Cochra:!!;;'t0li5ft'&'lr so that he and Ed Wilson will 
be entirely, familiar. 

I' 11 do that the first thing to80rrow morning. 

• 
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And - now Just a minute. Let me ask Lochhead 
what ' s happened here tonight. Let me tell ;rou 
so :rou111 know. 

Thank you ao ~men . 

(PilU'Se whUe Secretary and Mr. Lochhead d i scuss 
market .) 

See 1f I can explain this; I ' m not quite sure. 
Hello. 

Yes , s ir . 

In order t o bring t he rate down a half a franc •• • • 

Yes. 

• •• on behalf of the French Government it only cost 
us eleven mlllion francs . 

Yes. 

And t hat is all. Bello. 

B: Yes, sir. 

HW'r: Do you have that? 

B: Yes , I• ve got that. 
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BI!Jr : !low, - (Speaking to Mr . Lochhead : What ' s t his? -
you tell him instead of me; I don't quite understand 
it•) 

Archie 

Wait a minute, Arch ie wlll tell you something else -
explain it to you. 

Lochhead: Hello, Butterworth. 

B: Yes , sir. 

L: As Mr . Morgen thau explained, When we received t~ 
order t o bring t he rate up half a franc •e went 1n 
and bid the francs up •• •• 

B: Yes. 

Lochhead: And secured eleven million f rancs .. . 
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8: Yeah. 

Lochhead : Then after we had fini shed that - that cleaned the 
market up ••• 

B: Yes . 

Lochhead : ••• and we were getting ready to sell francs on the 
sell:lng side ••• 

B: Yes. 

Lochhead : •• • but the Guaranty Trust CompSD;Y of New York had 
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an order to sell thirty-five million francs at just 
a fraction under the price which we could sell at • •• 

8 : Yes. 

Lochhead: ••• • so therefore we have not sold any but I understand 
the Guaranty d i sposed of about fourteen mill ion out 
ot their thirty-five 1111lli on through the general 
market. 

B: Yes . 

Lochhead: Mow I don 1t know where the Guaranty got their order 
from, I mean what the source was .•• 

B: Yes. 

Lochhead: But they're selling slightly underneath our rete. 

B: Yes. Well, they sometimes operate for the French 
Government as you know. 

Lochhead: What is that? 

B: They sometimes operate tor the French Government over 

here. 

Lochhead : Well, they somet imes do , but of course, on the other 
hand, I wouldn't like to reel that they were operatine 
:In this market t or the account or the French Govern­

ment. 

B: •••• but r arely . 

Lochhead: No, i t may not be that at all of course. 
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Yes . Just a minute. Bello . Hello. Hello. 

Yes , s ir. 

Will you, when you see Sir Frederick tomorrow, tell 
him I a ppr eciate very much h~s frank message and 
that my confi dence in the French Treasury ~s just 
a s h igh as it ever was • 

. (Laughs) Yes . 

.4\nd it ' ll take a l i ttle bi t more than the- ah ­
t he French to come between us . 

(Laughs) Yes . 

And I wish you ' d tell him just that for me. 

Yes . Thank you so lll.lch . 

And I can' t tell you how lll.l.Ch I 1 m upset over - t o 
think that a Whole French Government would act t he 
way t hey act . I mean t o me it 1 s just unbelievable 
in internat i onal history. And-ah- as I say, that's 
the way I feel anyway . 

Well, I don ' t blame you. 

And t hat's that . Are you getting along all right? 
I menn - are you allowed all the inde pendence you 
need? 

Yes . Thank you very much, s ir . 

You are? 

I t ' s all going along pretty well . 

I mean, you ' re a llowed enough - a s much independence 
as you need? 

Yes, s ir. 

You - I see. 

They • re working that out locally a s they s ay . 

321 
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(Laughs heartily) Vlell, a letter will always 
reach me. 

All r i8ht. Thank you so 1111.1ch, sir. 

All ri8ht. 

I must say I was awfully ploBsed to hear about 
August. 

About what? 

About August . 

Oh. Oh. That ' s still all in the cards. 

I know it i s . But I 1 m very glad to hear it. 

And • • • 

Because that ' s a most delightful pl ace. 

Is it? 

Yes , i t r eally is del i ghtful . It r eally i s by 
far the nicest place al ong that whole coast. 

Have you been ther e in the s ullll!ler? 

Yes, I 1ve been there t wo summers. 

Is it t erribly warm? 

It was during the day and quite pleasant in the 
evening. 
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I see. Well, I've asked several people and everybody 
seems to think it' s about the nicest place. 

Well, I t hink that t oo . But I'd advise you t o Dl'lke 
reservations ahead or time. 

Well, when Bulli tt was here he said if I ' d l et him 
knoYI he wanted to handle i t personally for me • • • 

Yes. 

So I•ve sent hi m a message to do that . 
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Oh huh. 

And he very definitely wanted to do i t and so I 
d1dn 1t see any r eason why not to let lUll do it. 

Yes. 

But he wanted t o handle the whole t h ing, 

I see. 

So I'm letting him do it. 

Yes, Well , if I can do anything I hope you ' ll 
let me know - I know you will. 
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-I understand the owner of the pl a ce is Jlr, Stellar? 

Tha t's r 18bt . 

Yes. Well, I could have done it but Bullitt was 
very insistent so - ah - I wa s glad to acquiesce . 

Oh, he '.s a very nice man- Stellar. He 1 s of 
I talian o rigin and he ' s a thorough Frenchman-
I think h i s f a ther was an Italian. 

Well. .. 

Fine. Well , thank you so auch. 

Goodn18ht , s 1r • 
• 

Goodnight . 
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FROM C OOIIR.Ul • 

STRICTLY COBFIDDTUL . 

.' 324 

Tbie aorDiug at ten o ' oloolt I -s told by Ouaranty 

trader that the aarltet bad opened wi tb the J3aDit of France 

seller of sterling at 1'79 and buyer at 178.90. I -· told 

by lfation&l City trader at elnen o ' clock that a terrific 

bueine ee in eterliug at 178. 90 to 179 was beiug done by 

the Bank of J'ranoe. The ll'at1on&l City trader said the 

discount on the fo~d franc bad been lowered to on ... fourtb 

franc for one month' e eter liug, and for three 1110ntbe it 

was thre ... fourtbe frano. There were heavy eubsoriptione 

to national defenee bonds. Thie had led to a Ugbtening 

of day to day money to around f1Te and six peroant. 

At b&lf-paet elnen I went to the Bank of- France 

where I visited ay f:tiend. He bad already taken in 14,000,000 

pounds at that Uae. I asked my friend whether he bad bee 

gben any instruction by the Treasury about the 175 franc 

rate which had been under d1ecueeion for a few daye. Be 

told ae that the only inetruotion giTIIl to b1a wae to open 

up slightly under 179; be did not mow when he was to SCTe 

froa that rate. 
I 
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I went to t h e Treasury after I left the Bank of 

France . Preparations were being made by Karcbandeau, the 

Minister of 11nanoe, to make an announcement t o the press 

which was scheduled for noon. I a sked for Rueff, who caae 

out of Karcbandeau's officet ay conversation wi th Rueff 

opened with the question as to what the bell rate we bad 

been talking about the past few days, 175 or 179. Rueff 

asked me if I was maki ng a prot est. I said that of course 

I bad bad no i nstructions whatever because it was too early 

t o be in touch with Waabington. I said t hat I bad come 

over per eonally and wholly on my own reeponeibility to 

exprese my eurpriee at t he rate bei ng officially opened 

at 179 by the French control. 

The inmediate reeponee of Rueff was that tlle under­

standing had been that the f ranc would be held •around" 

175; I eaid that if t hey bad intended to go beyond 175 

and particul arly if the intention bad been to open at 179 

he should have mentioned thie before. I certainly should 

have been t old about it last night, I said. Rueff t old 

me that it was thiB morning before he knew about it. 

I insisted that if tbe French and Americans are t o work 

as pa.r tners under the Tripartite Agreement some one should 

know what 18 going to be done and should be good enough 

to inform t he othar about such eteps. His retort was that 

thi s required reci prooit:r, and eaid that when we moved 

to 
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to desterilize gol d we bad not given them any in!oraation 

about it. That action 1 said did not a!!ect the r elation 

between the dollar and the French franc, and the aatter 

had not been a matter o! negotiation between the two 

Treasuries such ae the subject o! !rano devaluation. 

Rue!f went in to s ee the 14in1eter and subsequently 

asked me to come in to see 14archandeau. The Kinieler ea1d 

be understood that 1 was unhappy over the opening rate o! 

179; 1 confir111ed this as my personal !eel1ng, but aaid no 

formal protest was being made. 1 did tell him that they 

should have let us know nbout suoh an intention. JIArchan­

deau told me that they had decided to open at 179 only 

this morning after consultation with his experts and before 

the opening of the market . He wanted to •maneuver• around 

175, he said, and they were not taking an exceesh·ely wide 

margin by opening at 179. Some of his experts bad even 

recommended 181, he told me, but the rate 179 had been choeen 

by him. Marohandeau insi sted that he wanted to move pro­

gressively from this rate through 175 and even go below 

175 . 1 said that the only thing 1 could do was to eubai t 

his explanation to the Secr etary o! the Treasury. 

I t was one o ' c lock when 1 left Marcbandee.u and put i n 

a telephone oall for Secretary llorgentbau; 1 gave him the 

above information when I spoke with hia at 3:15. I alao 

eaid 

.. 
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said that at tc ainu tea of three I had had a talk with 

my f riend when the latter was still at the Bourse, Ky friend 

had told me that he had taken in around 25,000 ,000 pounds 

up to that hour and that approximately $10 ,000,000 had been 

purchased for hi.m by Ohaee. These :t'igures astounded the 

Secretary of the Treasury. I had been told by my friend that 

t his gave one an idea as to how strong a position against 

the frano had been taken. .lt the same time I had had a talk 

with my market contact on the Bourse, He said that all 

forward !rano rateo were at a premium. He told me that the 

belga was under terrific pressure and that there had been 

a rise of around three france each !or French rentee • 

.lfter the Secretary of t he Treasury had consult ed with 

his assistants he told me to go to the Finance Ministry 

i mmediately and deliver a message wherein he i ntended to 

support the p~rsonal representations which had been made 

at noon by me. 

I telephoned to Rue!! i mmediately, and 1t was arranged 

that Karchandeau would see me at 4;00 o' olook, which he 

did with Rueff present. I said that I had had a telephone 

conversation with Secretary Korgenthau at 3:00 o' olook 

and had told him o! the d&Yelopmenta on the Parie market 

to that hour, and also told the Secretary o! my 'f'iait d 

noon with JUnieter Karchandeau. I told the Kinieter that 

the 
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the Secretarr of the Treasury and everyone 1n that Depar~ 

ment had unders~ood (1) from the original statement which 

I had transmitted from Karohandeau to the Secretary of the 

Treasury seekiDg our approval to franc depreciation, (2) 

from the ass~anoes in the last sentence of the ooiUILUlication 

which was transmitted after the Council of Ministers, 

( 3) fr0111 the instructions g1 v en by the French author! tiee 

to t'he American Wednesday evening to keep the franc below 

the 175 rate, as well as from all contact with the French 

' Elllbassy in Washington that 176 would be the maxiiWII franc 

depreciation and that as economic conditions improved, they 

would work back from that limit. 

Jlarohandeau came back to his arg~aents of t his moiiJli.Dg, 

reiterating that it was neces sary to have a field around 

175 for maneuvering; in order to illustrate his theory he 

drew a circle around the figure. I told him that any sort 

of radius might be put 1n an illustration of that kind. 

I said to the Winieter that I bad instructions to tell him 

tbat llr. Korgenthau eaid if the French wanted to do bueinllaa 

with us, today they would have to br ing the rate to 175 or 

a little below. The Winister eaid that he would loee his 

maneuver ing advantage if be c.id this. I aaid that according 

to observers on the market, the French bad acquired a large 

amowlt 
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uount of forei811 exchange to <Say and that i t would be poe­

sible to moTe quickly to 175 through operation& here and 

later this enning 1D Iew Torlt. At thh point Rue!! in­

terrupted to eay that the whole miSUDderetanding had been 

over the phrase •around 175•, He said that we ehauld get 

an English gt'&llllllarian to give an interpretation of the 

phrase. I said that t his was not nttde!\.rthat I had indicated 
;;_ 

the defiDite impression of the United States Treasury. 

The lliDister of Finance said t hat the policy which had been 

followed today had been decided upon by the Government, 

and that without consulting his colleagues he could not 

change it. The Kiniater said he would contact his colleagues 

at once and asked me to come back at 6:00 o 1 cloclt for an 

interTiew. 

I immediately told Charge d 'Affaires Wilson the whole 

s tory when I got back to the Embassy. During the time I 

was telling Wilson about it, he got a call fro. Foreign 

llinister Bonnet to come to see him at his office. At 

fiv e o ' clock this afternoon I put in a telephone call for 

the Secretary of the , Treasury and a:a•e h.im the foregoing 

report. Just as I was finishing the report, Wilson came 

into my office and then gaTs the Secretary an account of 

his visit with the rorsign llinister. 

EIID lii88AGJ:. 

WILSCir. 
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Today HK,Jr epoke to Oongre1eman Woodrua on t he 
phone re Treasury aooount1ng tor rel1et tunde. The 
reoord ot the oonYereat1on 1e a t taohed to diary entr y 
ot May 11, 19~ (d1otated Kay 12) on wh1oh date HK,Jr · 
gave ~111 Le Hand the tran1or1pt. 
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Ri bbon copi es or attached memo ot 

5/5/38 were transmitted to the Secretary 
or St ate and t he Secretary or War -
let t er s or transmittal dated 5/6/38 -
signed by Acting Secretary . 
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TREASURY DEPA RTMENT 

INT~, .. OP"I'lCC CONWUNieATION 

•• •• llq s, 1938. 

•• Secretary Yorgenthau 

Ur. 'llhite 

Sub ject: Current United States Trade with Japan and Chi na 
(Preliminary data) 

~· United States trade with Jeoan duri ng the first three ~eke 

of Aoril 1933. 

1. United States exports to Jaoan increased 30 percent 

in the first three weeks of Aoril 1938 as compared with 

the same period in March 193S, and were &6 oercent greater 

than in February 1938. 

2. Exports of raw cotton increased $1,79S,ooo, 
cent over the first three weeke of Uerch 193S. 
oetroleum oroducts, copper, airoraft, and hides 
also increased markedly over t he same periOd of 

or 59 per­
Exports of 
and sk1ne 
!Jarch 193S. 

3. United States imports from Japan decreased 6 pe rcent 

in the first three weeks of April 193g as compared with 

the s ame !)eriOd of March, and were 1 percent l ese than in 

the firet three weeks of February 193g, 

4. The decrease of ~290,000 in imports or raw silk ac­

count ed ror over half the decrease; othe r items showing 

decreases were silk manufactures, china and porcelain 
ware, hats and hat materials, and pyrethrum flowers . 

B. United States trade with China durin the first three weeks 

of Aor t ota tra e . 

1. United States exports t o China and Manchuria decreased 

15 peroent in the first three weeks of April 1938 as com­

pared with t he same peri od of March 193S. 

2. Uni ted States imports from China and Manchuria increased 

11 oercent in the first three weeks of Aoril 1938 as com­

pared with the same periOd of !larch 193S. 
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c. Un!ted States t rade with China (classified by areas) 

I. Trade w1th Chinese-controlled areas: (Canton, Hankow, 
Swatow, Amoy, Fooohow, Yunnanru) 

l. United States exports t o Chinese-controlled areas 
in the first three weeks or April 1938 amounted t o 
$145,085 or 3·5 oercent of total exports to Chlna end 
!!anohuria. 
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2. United St ates imports from these six porte amounted 
to $373,369 or 13 .9 percent or t he t otal imports from 
China and Manchuria. 

II. Trade with Jaoanese-controlled areas: (Chefoo, Tsingtao, 
Tientsin, Pelo lng, Dsiren, UUkden, Harbin) 

1 . United States expor ts t o these seven ports in the 
first three weeks or Aoril 193g amounted to $1,530 , 916 
or 36. 8 percent or the total exoorts t o China and 
~anchuria. Exports to the North Chin~ ports (Chetoo, 
Tsingt ao, Peipi ng, and Tientsi n) amounted t o only 
3. 3 percent or the tot11l and exports t o the Manchurian 
ports t o 33 ·5 percent or the total. 

2. United States i mports from these seven oor te amounted 
to $810, 626 or 30.1 percent or the total i m?orts. I m­
ports from t he Nor th Chi na oorts accoun t ed t or 15.3 oar­
cent and imports from t he Uanchuri an porte t or 1~.8 per­
cent or the total. 

I II . Tr ade with Shangbai, Nanking, and Hong Kong: 

l . United States export s to these t hree ports t ogether 
amounted to $2,431, 617 in the first three weeks or April, 
or 58· 5 percent or t he total exports to China and 
Uancburia. Exports to Hong Kong, probably largely t or 
Chinese-controlled areas, accounted for $906,340 or 
21.8 oercent or the total ; exoorte to Shanghai account ed 
for S914,b23 or 22 percent; and exports to Nanking, in 
t his case probably ror the Chinese Government , amounted 
t o $610, b51 or 14.7 percent of the totAl. 
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2. Un1ted States 1m~orts trom these three ports 
amounted to $1,064,367 in the t1rst three weeks ot 
Aor11 1938, or 39·5 percent ot the total 1mports 
from Ch1na and Manchuria. Imports trom Hong Xong 
accounted tor $b00,~9~ or 22.3 percent, and 1mports 
trom Shanghai accounted tor $463,873 or 17. 2 percent. 
There were no.imports reported trom Nanking. 

IV. Trade with China: (aiecellsneoue) 

1. United States exports to unolaesttied Chinese 
ports amounted to $4t,Oll! or 1.2 percent ot total 
exports. 

2. Un1ted States imports trom unolessit1ed ports 
amounted to $~2,793 or lb.5 oercent ot the total 
1mports. 

• 

I 
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Statistics 

A. Current Trade with Japan (PI'811m.inaey Data) . 

I. United States Exports to Japan - Total Value 

First three weeks ot 

II. Un1te<i 

Apr 11 1938 
lolaroh 1938 
February 1938 
Januaey 1938 
December 1937 
November 1937 

t l7,89J,OOO 
13 , 718,000 
10,779,000 
10,469,000 
9,305,000 

10,738,ooo 
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Commodities 
showing increases: 

Firat three weeks or -

Cotton, unmanufactured 
Pet rol eum and oroducte 
Iron, steel and 

manut aoture 11 

( r.opper and manufa ctures 
Aircraft and parte 
Automobiles, parts and 

acceseor1es 
Hi des and skins , raw, 

except turs 

Cor.~:nodi ties 
showing decreases: 

Industrial machinery 
Fertil 1~er and tert1-

11zer materials 
Paper base stocks 
Ferro-alloys 

Total 
All other 

Grand total 

April 1938 n&r6h 1938 February 1938 

$4,871,000 $J ,073,000 $3,168 ,000 
3,685,000 3,000,000 1,498,000 

2,866,000 
2,221,000 

716,000 

2,218,000 1,576,000 
446,000 893.000 
340,000 131.,000 

694,000 652,000 494,000 

533,000 217,000 

808,000 

281,000 290,000 
256,000 746,000 

79.000 185,000 

$17,010,000-95~ $13,152,000-96~ 
883.000- 5~ 566,000- 4~ 

$17,893,000 

225,000 

1,071,000 

248,000 
406,000 

nil 

$9,710,000-~ 
1,069,000-1~ 

$10,779,000 

III . United States I mports from Japan- Total Value 

riret t hree weeks or 

Apr11 1938 
Uarch 1938 
February 1938 
Janual')' 1938 
December 1937 
November 1937 

• 6,189,000 
6,573,000 
6 , 230,000 
8,238,000 
8,237,000 

11,255,000 
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IV. United States Imports from Japan by Commodities 

Commodities 
showing increases: 

First three weeke or -
Apri l 193!! Uaroh 1938 February 193!! 

F'1sh and nah 
products 

Agar-agar 
Fertilizer and rert1-

11zer materials 
Wood and manufactures 

Co111111odit1ea 
. showi ng decreases: 

Silk , unmanufactured 
Cotton manufactures 
Silk manufactures 
Vegetable rood products 
Chlna and porcelain 

ware 
Hats and hat materials 
Pyrethrum flowers 
Paper and manufactures 

Total 
All other 

Grand total 

• 23!!,000 
63,000 

52,000 
51,000 

4,046,000 
1~,000 
1 ,000 
1il-1,000 

~6,000 
ll-,000 

57,000 
24,000 

$5,1!!2,000-8~ 
1,ooz,ooo-1 ~ 

$6 ,1!!9,000 

•• 125 ,000 
il-3,000 

1!!,000 
43,000 

il-,336,000 
127,000 
167,000 
157 ,000 

10il-,OOO 
145,000 
1 7,000 
2s,ooo 

$5,570,000-S5% 
1 ,00} ,000-15% 

$6 ,573,000 

B. Current Trade with China (Preliminary Data) . 

I. United States Exnorts to China- Total Value 

First three weeks or 

April 193!! 
Waroh 193!! 
February 193!! 
January 193!! 
December 1937 

Whole month or April 1937 

~ 

$4,156,000 
il- ,!!!!3,000 
3.57'5,000 
4,376,000 
6,026 ,000 

$6 ,990,000 

• 96,000 
2,000 

2,000 
56,000 

3.~70,000 
17,000 
78,000 

17},000 

12!!,000 
1~2,000 

!!,000 
42,000 

$5 ,167,000-8~% 
1,06},000-1% 

$6, 230,000 

.. 
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Table II. United Statee Exporte t o China br Porte (Total three 
week e ) 

Exports to Chinese porta: 
Canton, Hankow, &Ira tow 
F'ooohow, Amoy, Yunnantu 

E.xports to Japanese-controlled ports: 
Chetoo, Tsingtao, Tientsin, Peiplng 
Da1ren, Wukden, Harbln 

Subtotal 

ultimate 

Subtotal 

Total 

Value 

138,257 
1.392.659 

1,530,916 

906. ~110 
214, 23 
610,651 
4g,Olg 

2,479.632 

$4,155.633 

Percent 
ot total 

3·5 

21.8 
22.0 
14.7 
.J:..:.g 

59·7 

100.0 
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Table III. United Stat•s Exports to Chi na by Ports And Principal Commodl t 1es 

: Chinese= Jananese Porte : : : : : 
Commod1t7 :porte!/: Nor th : Uanchukuo 2/: Hong Kong:Shangba1:Nank1ng:Ch1na-m1ac.: Total 

------------------~=-------·~.C~h1~n~a~2~/~=----------~=------~: ______ ~: ____ ~: ________ ~:-----~ .. 
Ai r craft and parts S 

3rd week 
l et 2 weeks 130 ,210 

I 
Automobiles parte and 

acoeeeoriea 
3rd week 
let 2 weeks 

Copper and manufactures 
3rd week 
lst 2 weeks 

Cotton, unmanufactured 
3rd week 
let 2 weeks 

Electri cal machi ner7 
and apparatus 
3rd week 
let 2 weeks 

1,063 
220 

Firearms and ammunition 
3rd week 
let 2 w~eke 10,231 

Industrial maoh iner7 
3rd week 
let 2 weeks 310 

Iron and steel and 
manufactur es 
3rd week 49 
lat 2 weeke 

Paper and manufactures 
Jrd week 
lst 2 weeke 

P•troleum end products 
3rd week 
let 2 weeks 

Tobacco and manuracturee 
3rd week 
lit 2 weeks 

All other 
3rd week 2 ,697 
l et 2 weeke 305 

Total 
Jrd week J , 802 
let 2 weeks 141, 276 

55,6ol 
19,511 

9,113 

1,309 
9.729 

11,665 

538 

2, 968 
11, 079 

2,337 

-
1 ,924 

4,377 
8, 106 

113,736 
352,902 

1 ,113 

10 , 557 
15,220 

3,674 
144 ,535 

6, 300 
2,000 

7,032 
26o,4t4 

5,!19 ss. 50 

54 .576 
79 , 264 

85,033 231,381 
53,224 l,lol,275 

anton, 'Rankow, Swatow. Foochow, IJJIOJ , unnantu. 
~ Cbet oo, Taingtao . T1ent e1n. Pe1p1ng . 
u Da1ren. ltllk<'len, 'Rarbin. 

$ $ 
-

- 10,344 

27, 511 
107,672 

1, 647 
43, 005 

23,149 
15,566 

l0,4o5 
76, 443 

19.~ 
-

- 6oo, 307 

7, 625 
29,10!j. 

110,030 
46,012 

14.595 
35,806 

21,512 
2,310 

5, 926 
9.512 

-
47,737 

6,019 6,920 
18 ,988 17,129 

6,821 17,3396 
5, 372 216,00 

215.736 94,141 
152,131 11!, 066 

413 ,509 272, 204 -
492,831 642,419 610,b5l 

7,320 

5, 747 
19,952 

377 
921 

-9,628 

i 0 6:: 
116 . a~ ~ .. 
;1.30,244 ~ 
449,009 i 
l0, 76o .. 
43,005 ~ 

s: 
I 

235. 3~ ~ 
5Q!,b62 

-
610,538 

51,689 
59 . 572 

119,679 
200,597 

23,863 
96,622 

19 ,971 
298.93! 

29,879 
2!4,952 

245 371,772 
3, 828 361,700 

1~, 689 1,019,625 
3 ,329 3,136,008 
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Secr etnry !.lor gentho.u - g 

~able IV. United States I Qporte from China - Total Value 

First three 
weeks ot 

A..,rn 193S 
!.larch 193g 
February 193g 
January 193g 
December 1937 

Whole month ot April 1937 

Total 

s 2, 691,000 
2,41S, OOO 
2, 266, 000 
2,921, 000 
3,790, 000 

$12,17),000 

Table V, United States Imnorta from China by Porte 

In1'Jorts from Chinese aorta : 
Canton , Hanko'"• Swatow 
?oochow, A;noy, Yunnanfu 

•~~rts from Jaoanese-contr olled 
Tlorts : 
Chefoo , Tslngtao , Tientsi n , Pe1plng 
Dalren , ltultden , Ha rbin 

Subtotal 

oort s 

Subt otal 

Total 

• 

Value 

411 , 353 
399 ,273 

S10 , 626 

600 , 494 
463 , S73 

442 ,793 

1 , 507,160 

$2 , 691,155 

Percent of 
total 

22. 3 
17. 2 

M 
56 .0 

100 % 
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: Chines~ : Jananosp ~orts : : . . . . Commodity : porte !/: North : l!anchukuo ,; : Hon•• Kong:Shanghai : llanking:Ch1na- m1ec. : Total : :China 2/: - : . . 
(I) . . .. 
0 Bristles $ $ $ 4 $ $ ! $ ... 

32,526 
~ 

" )rd. week 70 ,803 26 , 70l 7,748 666 138 , ~0 ... ls.t 2 weeks 9 , 9119 1+6 , 02 29, 993 28, 381 2,694 117,0 3 ~ Cotton manufactures '4 
)rd week l , 5l9 l , ~51l-

2, 362 2 , 5~~ ll-o,772 ll-3 , 95~ ~ let 2 weeks 8, 3 7 4, 13 )4, 281l- 51 , 97 ... Fireworks (JQ .. ) rd week ) , 269 19 ,788 2~ ,054 ~ let 2 weeks 37 ,898 38 , 926 7 ,82 ii 
r;: Flax, hemp and ramie 

Jrd week sa ,685 6,136 2 ,19~ 14, 501 74. su_:, lst 2 weeks 9 ,711 9 ,373 5 , 95 l , 307 12 , 3 Furs and manuf actures 
124, 569 4,64~ )rd week 41,166 

4
1\552 6,)41 232 , 2ll lst 2 weeks 31,203 7 ,532 ,79 2 ,';37 II , 300 157,5 g Hair and manufactures 

)rd week 1,4118 12,014 - lg,462 let 2 weelte 30 ,753 22 ,091 15 , 983 4,489 3,504 7 , 820 
Bat materials and ,. 

manufactures 
) rd week 395 3,268 ~{457 3,883 42 ,033 let 2 weelts 1,677 ? , 952 3, 683 59.312 Tin , ore blocks, bare 
etc. 

16 , 264 Jrd week 16 , 26~ let 2 weeks 31 ,80 21,930 53 . 73 Tung (wood) oil 
51 , 321 201 , 0~ 13,563 265 , 929 Jrd week -let 2 weeks 4,825 13 ,79 38,568 368,142 425, 329 

Vegetable product s, 
edible 

6 ,893 Jrd week 5,971 
lst 2 week& 3, 313 11 , SJl 

37,755 63 ,060 31, 098 144,'777 1,92e 35 .767 2, 270 55,109 .U.1 other 
6o , n6 54, 611 62 ,16l 24· ~6 3rd week 11 , ~2 12, 566 2~0 ,270 let 2 weeks 11, 1 119,145 1 ,906 50,7 2 • 5 12,814 2 3,100 Total 

203 , 2~ 156, G32 2~3 ,461 3rd week 
l et 2 weeks 170,1 254, 21 1 5 , l!l2 

370 , 193 
230, 301 

222, 68l 
24l,ll! 23 ,456 

419,337 
l,229, 9tll-
1, 461 ,1 l 

~ 
Canton, Hnnkow, Swatow, t ooohow, Amoy, Yunnanru. 
Ohefoo , Tl1ngtao, T1enta1n, Pe1p1ng. 
Da1ren, llukden, Harbin. 
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United States E~>orts t o China by Commodi t i es 
(01 Class1f1oat1on) 

(a) To North Chi na and Manchuria 

Flrst three weeks ot 
April 1938 March 193S 

Cotton , unmanufactured $ 4g6 ,ooo $ 210 ,000 
Auto:nobiles , parts and 

accesaorle s 349 ,000 549,000 
Petrole~ and products 270 ,000 271 ,000 
Iron, steel and manu-

f actures 149, 000 82 ,000 
Tob&cco and ~nnutac:uree 66 ,000 1:24 ,000 

Total 51,320,000- 85% $1,245 ,000- 79% 
All other 221 ,000-15% :22:2, 000- :?1,'( 

Grand total $1,547,000 $1,569 ,000 

(b ) To Shanghai , Sout h Chinn and Hong Kong 

First three ;veelts ot 
Aorll 1938 !larch 1935 

F:rear~s and a~,un1t1on S 
Cotton, unmanufactured 
Tobacco and oanutactures 
A•ttooobiles , nnrts a nd 

(tccessori ee 
Aircraft and parts 
Iron, steel and manu­

factures 
Vegetable nroducts, edibl e 
Chenlcals and related 

oroduots 
Paoer and nanutact ures 
Industrial machinery 
Wood and ~anufsctures 
Electrical machinery and 

aoparatus 

611 ,000 
2-s ooo 
2a9:ooo 

231,000 
177, 000 

172 ,000 
166 ,000 

153,000 
101,000 

70 ,000 
63 ,000 

6o ,ooo 

Total 
All other 

S2 I 311 , 01)()-5~ 
295 ,000-11% 

Grand total $2 , 609 ,000 

s 587, 000 
71,000 

'>23 ,000 

1+62 ,000 
121 ,000 

179,000 
129, 000 

139, 000 
50, 000 
32, 000 
15 , 000 

2:21 ,000 

$2 , 645 ,000-5~ 
6zl,ooo- 2o% 

$3 , 316 , 000 

34;. 
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United States 

(a) From North China and Manchuria 

First three weeks of 

Furs and manufactures 
Bristles 
Hair and manufactures 
Other textile fibres 

and manufactures 
Vegetable products, edible 
Perilla oll 

Total 
All other 

Grand total 

April 1938 

$27~.000 
135,000 

62, 000 

122,000 
2J.OOO 
2!·000 

$7~ . 000 -
90,000 -

$794,000 

Jtarch 1931! 

$120,000 
64,000 
2~,000 

135 ,000 
3li,ooo 
85,000 

s~ $~64,ooo - 79f. 
11~ 12~.000 21~ 

$588,000 

(b) From Shanghai, South China, and Hong Xong 

First three weeks of 
April 1938 Uirch 1938 

Tung (wood) oll $ 691,000 • 903,000 
Flax, hemp, ramie 

and manufactures 19~,000 153,000 
Vegetable products, 

1~2 .000 edible 120,000 
Bristles 120,000 62,000 
Furs and manufactures 115,000 16,000 
Fireworks 100 .000 37,000 
Hate and hat materials 99,000 93,000 
Cotton manuf actures 89.000 63,000 
Tin, ore, bare, 

blocks, eto. zo.ooo :;i6,ooo 

Total $1,620. 000-851- $1,503.000-ll~ 
All other 2ZZ, 000-15~ :Fz,ooo-lsJ 

Grand total $1,897,000 $1,830,000 

342 
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Pruent: 

llr. Bell 

llaJ" 5 . 1938 

2:15 pa 

Jlr, Bartelt 
llr. McRe7nolde 
llr. Gaston 

HK,Jr: (Reading proposed draft of telllgraa to 
t he Preeldent on relief appropriation and Treasury ac­
counting therefor. ) 

It ie an excellent statement, J ust one thing. 
I am wondering, I haTe 1n ll.lnd , but I think it 1e o f 
little intereat , ea7ing aometh.1ng about 1t ie surprising 
to me that a deoi Blon l1ke th1e should be -de w1 t hout 
oonsultlng the Secretary of the Treasury. 

Kr• Belli It's a r ed flag. 

llr. McReynolds: We t alked about something like 
that t wo or~ee tiaes, but deo1ded to leaTe 1t out. 

llr. Ga1ton: The real th1ng I hope he will under­
etand from that , 1f he does this he ie almost certain 
to haTe terrific ecan4al before thle t hing is over; at 
leaat , he will haTe t err1f1c suapio1on. 

llr. Bell: He might have an i nvestigation of the 
whole reiiet Ebing, whioh would be bad at ant time, 

HM,Jr: On page 2 (line 16) before 'confirmat ion' 
I am putting the word 1 prompt1 • 

Mr . Bell: That's al l right . 

343 

HM,Jr: (Reading) 1 81nce information received b7 
Congressman Woodrum appears t o be in conflict with def­
inite i nstructions g1Ten b7 you to Bell before 1our de­
parture Frida1 n1ght I would appreciate • • • ' would 70u 
put in 1 greatl71 f Would greatl7 appreciate? 

llr. Belli Oh, I don't t hink that's necessary. 

Jlr• JloRexnoldt: llo . 
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-2-

ftM.JrJ !bat1 1 an exoellent etate .. nt. 

(!o telephone operator) 811 U' 70U oan ~t 
Lieut. llola)' and haYe h1a ooae 11UMC11ahl7 to IIORI,-noldl1 

oN 1oe. It I don't hear tro11 ,-ou I wil l take 1t he 11 
ooa1ng at onoe. And tell h1a, 10 he oan not1f7 the oodl 
r ooai that I haYe a aeeeage t or t he Pree1dent 10 th17 
1hou d be re847 at Coaet Guard. 

oOo-oOo 
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COUIDD'fUL Oil SliCUf 

Via Coaat Oual'd 
TO !1'111 PJ!Ullllft I 

Co"«!' .. _, l oo4na baa lDtora.a. ae that he baa recehed 111>l'd 

that ;you prefer naw 'lll>rl< relief approprlaUona to be u.4e cllrectlT 

to I ons Progre .. 44.ainlotrat1on and other acenolaa lnatead ot to 

Prealdent for expenditure ln hia discretion na here t ofore STOP I 

.s-- ~-- H 

345 

view with concern that such action b:r. the Congress might be interpreted 

by the public aa a lack ot confidence in the President or Dight h 

Dlorepreaented b7 an 1>lre&47 antagonlot1c public praaa that the 

Congraaa has Dora confidence ln the 1P~ an4 otbar adainiatrati.­

agonclee thaD lD the Praaidant S!CI' !he procedure now propoaed • • 

reJected b7 the SetUta in 1936 STaP The appropriation ot the worl< 

relief mone;r directl:r to 1P~ and other adminiatratiTe agenclea aeana 

colon !irat that neither indiTidual project• nor allocation of 

=onay for p~oaecution of p r oject• will be apprOTed b;r the President 

ne heretofore aecdcolon aacond that appr oT&l of project s and 

allocation of 1\mda tor tbalr proaecution will not be rewiewed aa 

heretofore ln the !uranu of the :Budget -o!lieh b;r lew 1a an agene,. of 

the Preaident semicolon third that the independent a ccounting control 

ot worlt rellaf fun!a which heretofore hn• bean centralhed in the 

TraaiiUr)' Deparbant under 1our uecutln order of ~ airlh nineteen 

thirt;r-fiTa will be discontinued aecicolon fourth that there will 

not be •-ilnble t o the Preaidant or the Congre .. consolidated 

fiMDCial reports b;r an independent 4«enc1 ohowin« current atatna 

of tundo accordill« to Congreaaional 11a11ationo coaoa Preaidantial 

nlloco.Uono cOlllll& orpnization unite comma Statu in which the 

• 
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work '01!.1 d011e c- tJPea ot work co .... &Ad. objech ot expeDdltar. 

S'!'CP It 1a a -tter ot pnbllc record \bat the onl7 0011plete report. 

anilable concern~ the axpeD41ture ot aoJ1t17& aa4e an1lable b7 the 

Congreaa tor relief are t hoae ada a.,.Uallle b7 the !reanrT'e 

emergency accounting organization created under your execut1n order 

or KaT aixth nineteen th1rt7-fi•e S!OP !hr~ Bureau ot Budget 

~li-~eQeUZT 1 a accountlnc organization you han been abl e t o -1nta111 

independent financial control oyer a national prog~ ot a ai•e 

heret ofore unknown an4 the tact tbat alaoat e1Sht b1111one ot 

dollAra han been expended aud accounted t or in detail t o the 

Congraas and the people without aerioua aocuaatlona ot fraud or 

ol.oappropriat1on renecb credit on the Prea14ent and hia purpoua 

in ~rl41ng a aT&t• or cbeclta and balance• upon the pnbl i c tunda 

S!CP Since information receiTed by Congreaaaan Woodrum appeara to 

be in contllct with 4et1nih i netructlona pnn by Y<IU. t o Bell before 

7our departure hidaT night I would appreciate a pro11pt cont~tlon tr .. 

you ~ether it ie your deoire that the practice f ollowed during the 

past three yeara of a ppropr1at1D& work rellef aone7 directly t o the 

Preaident tor expan41ture in hie 41acrat1on be chaliCe! and tbat 1n 

lieu thereof the aone:r• be a ppropriated directly t o the Yorke Prccreea 

Ada1nietrat1on and other agenc1ea without beiog aubjeot to either 

executiTe or !reanrT accounting cont rol , 

lbT 5 , 1938, 

34G 
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NIJ'f 41 

P'ROit THE PRESIDENT OU TED STATES 

TO SECREl'ARY J AKES ROOSEVELT 
• WHITE FORTY 

19.38 

RESTRI C'l'ED 

ROOTINE/G 

347 

¢¢~ TELL UORGENTHAO HIS TELEGRAM RECEIVED AND DISCUSS WITH HIM AND 

ICKES AND HOPKINS THE FOLLOWING STOP THE II4PORTANT CONSIDERATI ONS IN 

BOTH RELI EF AND PUBLIC WORKS APPROPRIATIONS ARE FI RST INDIVIDUAL 

PROJ ECTS AND ALLOCAXION OF MONEY FOR THEM !.lOST CONTINUE TO RECEIVE KI 

APPROVAL SECOND THEY WOST BE REVIEWED BY BUREAU OF BUDGE!' BEFORE 

FTIIAL APPROVAL IS GIVEN THIRD INDEPENDENT ACCOUNTING CO~ROL OF 

WORK RELIEF FONDS 140ST CONTINUE CENTRALIZED IN TREASURY AS AT PRESENT 

F'OURTH WE MOST CONTIJIOE PRESENI' I&ETHOD OF HAVING AVAILABLE FOR 

BENEFrr OF CONGRESS AND PRESIDENT CONSOLIDATED FINANCIAL REPORTS STOP 

TllZSE OBJ ECTIVES MOST SOR ELY BE llADITAiliED IN TBE NEW BILL AND TBE 

L.IJlGUAOE OF IT SHOULD !LAKE THIS PERFECTLY CLEAR STOP WHEN YOU 

HAVE TALKED THIS OVER WITH THE!t I SUGGEST ALL FOUR OF YOU SEE TAYLOR 

AND WOODRUM AND CANNON AND ALSO SENATOR BYRNES AND TRY TO GET THE WHOLE 

MATTER STRAIG!ll'ENED OUT IN ACCORDANCE WITH ABOVE PERIOD YOU CAN SHOW 

THEM COPIES OF THIS 2.31~ 

FOII£0 WHITE HOUSE/ INSTRUCTED TO DELIVER BY MESSENGER/G. 
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Present: 

!.lay 5, 1938 

5 pm 

French Ambassador a nd Mr . Bealieu 
Mr. 'l'aylor 
Ur . liaston 
J.!r . Locnhead 

3 Lfi- It -

Ambassador: How do you do, Ur. Secretary. 

Hll ,Jr: I no~e tnat your delay last night did 
not discommode you. 

Ambassador: :;o, air . I am extremely ha!'PY 
and I feel it is a great privilege as I have been 
instr•tcted to convey tne t no.nks of the French Treasury 
as well ae the French Foretgn Arratrs and t he ~eneral 
tnanks of t ne French Government to the American ll'ov­
ernrnent ror the gr~at asslstanoe you gave to us on 
tnat occasion and espeolally for your personal courtesy . 
Real ly a great nelp. 

HU ,Jr: Well, as I nave eX9ressed several times, 
nnlle we were s oing tnrou~n tn1e, we nave trled to do 
tn1s now a number of times, and that's been out etti­
t ude and we want to continue t o do it a nd t ne only 
ouggestion I have to cake 1s nnere you~ liovernment 
takes a step wnlon is as i aportsnt as tni~ tnat tney 
~1ve us just a little oit more time. 

Ambassador: I d i d not f ell to ))Usn tnat poi nt 
1n Paris, you see. 

HU,Jr: I r.nouant f or your own sake , 1t is em­
barrasslnt\• • .• 

A mbaesador: On, yes . 

HU,Jr: ..• to come dol"n and not nave a cnance 
to acquaint yourself wttn the raots. 

Ambassador: Absolutely . Tne sp1ri t cr the 
agree~ent le to enJoy real oonaultatlon. 
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HH,Jr: I was very olense~ to l earn fro~ 
llr . Cocnran tnat we got our aessage to Ur. Daladier 
in time berore he • ent on the a i r, but tne British 
one did not come until afterwa~s so -- i t ' s just a 
l it tl e t hi ng. What I d i d , I tied up the French 
pnone . 

Ambassador: You had priority. 

HM,Jr: l tiea 1t ur> . J ust ·ueJ.<l J. t open for 
an nour, until I got wor d from t ne English and I nad 
nad tne phone open for an nour, you see , t ne French 
circuit, from l to 1 : 30 a nd tne minute tnat Butter­
'7ortn i n Lonaon , our man , tmnv. up I pi cked up t ne pnone 
and s aid t o Cocnran ( tnat was 1 : 30 nere ) it ' s all 
risnt; ro over and tell tnem, and ne already nad t he 
me ssage i n nle nand, so ne was over t here in ten 
mi nutes , so a t 20 minutes of 8 , yo~r time, he walked 
ln to Rueff and Rueff pnoned to !!rurcho ndes.u , \'1!\0 was 
.vitn tne Pr l'"fl ::1n1ster. 

Ambassador : We 1ver e tP1<'onon1nr; to Rueff and 
ne sai d , Plense-nold tne line, because ne wanted to 
nnone t o Daladier. 

HJ; ,Jr: I "'anted rum to c-et 1 t be::ause I kne" 
ne "as o<OJ.nli) on t ne a ir. I t •·or::ed very nicely. 

Ambassador: And 1 n•V<' been instructed to 
convey tne meaea~es of a l l tnree ; t ney are very satis­
fied a nd gr ateful to you. 

HL! ,J r : IV1ll you, t n t urn , express my apprec1-
·• t io:l t o t nem of t ne coooerati on and pntience wn1on 
~ney nad in g ivi ng me 48. hours and I hope it i s all 
, oln;; to "ork out for tne best . 

Ur. Amba s sador, our American newsoaper men, I 
tr.1nk , nave been very good i n tne sense tnat tney nave 
been very ont1ent and we nave no t ~1ven tnem anyth1~ 
and I wondered 1 f ,..e co~ld r.ot C"i •te tne e~ just a 11 t tle 
story , beoauae t ney really nave been very patient. 
Tney know tnat you are here and I wonder if tnere 
ian ' t some t n1n.· we mi gh'C say tor.ether or you mipmt 
say . 

Ambassador: noula you klndly ~ke any sta t ement 

r. 
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you o~re to and give them an account. Of cour se, 
you make i t better tnan I snoula do and a f ter I 

will say a few words of tnanke , Just as I told you 

now, wh1cn I t hink woul d be a public expression of 
our feel1nge. 

Ur . Gaston: Quite right, I thlnk. 

HU,Jr: Herbert, now \foul d you do it! 

Mr. Gaston: I thlnk you snould say the French 

had consulted on a certain monetary program , as to 
whether lt would be in full accord ~itn the Tripartite 

Declaration and you have e iven tne opinion tnat it 
would . len' t tnat about the substance of it? 

Hli,Jr: Well, let me Ju st see. I rant to be 
very careful. I don' t want to do anytntn~ wnich will 

in any way reflect on either GovernmAnt . Suppostng 
I say to tne press tP~t under tne Tri partite Agreement 

in the event of any proposed onange it follows tnat 
one ~overnment consults with tne otner . 

Ur. Taylor: Tne other two. 

Hll.Jr: I am oomi~ to tnat . And in tnis case 

as in a ll inst ances, tne French ~ovPrnment and tne 
Br1t1sn ~overnoent nave bee~ in consultation ror tne 

las~ tnree days and t nis afternoon we came to a mutual 

understanding. 

Ambassador: Unm. 

l~ . Uaston: Anotner phase which tney may ask 

you , and I wonder wnetner you care to go l nto it1 
tnere is some disposition to regard !~ . Daladier a 
state~ent this afternoon a s conetitut ing a deli berate 

devaluation of t ne rrano , whereas rather it seems to 
nave been a statement or t;ue lntention to nold t;ne 

rra no a t a certain minimum level. One tney mignt 
take to mean contrary t o tne Tripartite Accord whereas 

the otne r would not be. 

1-fri ,Jr: I think this , Herbert . IYhat I will 
nave to do - - I nave lived tnis now fo r tnree days - -

1 will Just, i f the ~~baesador is will1n~ to trust 
me to do 1t wi t h , the press verbally, you (Ambassador) 

being nere,or course . 
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AmbAssador: Yea. 

Hll ,Jr: ~ will do tne best I can and 1 will 
pive it tne best appearance possible. 

Ambassador: 011, yes . I ~~111 eey afterwar ds 
tMt I am t hankful, maybe perMPs sey a f ew ki nd 
"lOrds to you, and say too that I tuink it is a suc­
cess for cne Administration' s poli cy or good will 
tnat tne Amerlcan liovernment nas done so r.rucn to 
advocate and promote . 

Ur. L-8: Besides, t hat t he Tripartite Agree­
ment remains working as it did bef ore and t hat there 
is no ohange; that it remains in full vigor. 

gu ,Jr: I think that 's a good point . 

1~ . Taylor: Consultations were on the Tripart ite 
which remains in full force . 

l.lr . Lochhead: Just generalties . 

l!r . Gaston: I t ' s up to Daladier t o announce 
the t e rms . 

Ambas sador: We have told t hem nothing. We 
ans"ered that we did not kno~. 

At this point, the press came in. Transcript 
of the press conference is attached. 
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Kay s , 1938 

For the Secretu:: 

Ned Brown, president of the Firat National Bank ot 

ClliGago wa.a 1n nq ottice tor over an hour this atterDDon, 

visiting. Be and Bob Hanes talked over the problema last night 

which had been \lllder dilc\leaion earlier 1n the day in your 

ottioe. Brown is 1n thorough agreement with Banes alld Tom 

Smith as to bank examination practice. 

Mr. Brown said llarriner Eccles lectured to him tar 

over an hour, giYing his theories about bank exam' nation, 

and that he reguda the Eccles ideas aa almost completely the 

bllnk, on that and on spending. 

~e President has been using three loan ret'llaal a by 

banks as material for some ot hia talks to b\lsineas men. One 

of them was a turn down by the Firat National ot ChiGago. 

Since he has been here Mr. Brown has learned that the IUJplioant 

tor the loan has been arrested tor selling cattle out tram under 

a mortgage . (He eventually got some money trom some Englishmen. ) 
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JR GRAY 355 
London 

Dated May 6 , 1938 

Rcc'd 7:25 a .m. 

Secretary of StatE, .. 
Washington, 

RUSH . 

3781 l.s y 6 , 11 a . m. 

~'OR THE SECRc. TARY OF TIE TR£ASURY PROJl. BUTTER"IORTH. 

As indicate~ by tclcphnnc last evening I communicated 

with Cochran this mornine and pnsstd on to h im thE actual 

text of thE co=unication which ~:alcy _gave to J.lonick 

between 4:30 anu 5 o ' clock yesterday afternoon , It reads 

as follows : 

" ... n i le the results achieved arc such as l!onsicur 

J.lnrcMndEnu is to be congratulatEd on, at thE samE time 

thEy show that the rate of 179 is palpably too low, ThE 

Chanc ellor fears the result on th£ Rt l g i an position, 

which is understood to be very weak . In defErEnce to 

French reprEsentations , t~c Chsnccllor did not mention 

thE fiCUr£ of 175 i n the House of Commons but the 

absence of the ficurE was noticEd and commented on, and 

hE fEels our£ hE 1•:111 be ?rcssE<.l further on this , 

particulnrly if the rAt c rc r.a1ns so lor~ . For thEse reasons 

the 
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- 2- &3?8, Way 6, 11 a . m., from London . 

the ChJnctllor trusts that the French ,Government will 

start tnovi:'lt thE rate upwards i n:mtd i a t cly" . 

I nlec irformcd Cochr an t hat Monick rcc£ivtd a 

reply to this message which he r ead over thE tclEphon~ 

to Phillips shortly after 9 o ' clock last night,· the 

terms of which sug:;estcd that the above quoted British 

representations had been correctly received and 

undcrotood. 

Because the controversy ovcr,thc franc rate may 
~ 

recur after today 1 s 50 ccntimt , I venture to set for t h 
~ 

below the points which Philli· s made ~·VPE I passed ov_~:r 

to him your message nn<l tolc1 him of the representations 

which Cochr an had been instructed to make . ThesE points 

werE reported by me to you i n our telephone conversation 

of 4 :10 p .~., yesterday: 

One . Phillips definitely O(rte~ that it was very 

b9d bc:,·u.rior on thE 9~rt of the !"rench to have opened 

the r otc as low as 1?9 . 

T\:o . However , hE did no t fE El that 175 was set as 

~ pr ecisE and absolutE too limit , for thE French no te 

of Kay 2 had actid in t~r. nci c;hborhood of 175 and thE 

!lriti sh reply of r.:cy 4 rcpt •, tcd this phrnsE "in thE 

ntiehborhC>od of 1?5" . 

356 
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- 3- #378, ~ay 6, 11 a . m. , from London . 

ThrEE . On thE othEr hand Phillips exprESSEd absolutE 

and compl etE n~rEEmtnt with you that btfort thE day was 

ovtr t hE ~'rEncil should push thE r atE nt '\rtr 175 cmd hE 

s~1d hE 110uld sEE \"that hE could do on his sidE to hElp . 

(ThE abovE quotEd rEprESEntations rEsultEd thErefrom). 

KEN"EDY 

RR 
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JR 

Score t".ry of Sta tE , 

•vnohington . 

712, Ma y 6 ~ 9 o . m. 

PROh COCHRJ.N . 

GRAY 

Pa ris 

Doted May 6 , 1938 

Rcc ' d 7:46 n. m. 

rhe follouing i s EnGlish transl ation of press text 

of ~nnounconcnt made t o t he press by Minister of FinancE 

Marchnndcau ot twelve noon, !1:.\Y 5 · 

"Contra ry to wha t m~y h:.vc been thought an:l s aid, 

i t l s not stabilization whi ch h'\s been decided upon today, 

i t is o.n operation the purposE of which is to arrive 

~t first at o. de f acto stabilit y . 

n· •h:•t the Government h '\s decided upon, in perfect 

co'lfort:li t.y u i t h t he 'fri p~.rt1te Agre catCn t , is that 

henceforth th e r nt c of 179 fr•ncs for a pound will not be 

exceeded . 
(The followine ~ s the French text of the preceding : 

"Ce qu ' a dec i de 1£ gouvernemcnt en conformitE par 

f aitc uvcc l' nccord tri partite , c 1 cst que dcsormais le 

cours dE 179 francs pour unE l ivrE sterling nc sersit 

pas dEpassc . " ) 
"Hence 
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- 2- #712, May 6 , 9 a . m., from Paris , 

"HencE thE franc cnnnot f a il to i mprove , ani it will 

do so b£cnust thE Government is determined that this 

rEsult ohnll bE att a i ned , 

"Substnntial r epatriation this very morni ng i ndicates 

thc t the significance of the ~~vernmtnt•s deci sion bas 

been fully understood. 

entirE country and protected a :ainst thE assaults of 

specul" t ion, thE French currency will providE o solid 

founda tion for thE t ask of recovery. 

It will bE in an atmosphere fret from the disorder 

of monetary instabil ity that the Go vernment, aided by 

:111 FrenchmEn, will striVE to crt ::l t£ stc.bl£ Economi c 

conditions. " 

""IILSON 

SMS:Ril 
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Statement of Secretaey llorgenthlm to . the Wqo 
an4 lleona Collllllitho of the Bouoo of 

Roprooontl\tivoe, llq 6, 1938. 

360 

The Act of February 4, 1935, eJiumding tho Second Liberty Bond Act, u 

nmondod, limitod the cmount of bonds to bo outatonding e.t on;y one timo undor 

tho provision& of that Act , to on e&gr"6nt o of $25,000,000,000 ond tho amount 

of Trcasur;r notoa, cortificc t oa of indobtodcoaa and Trecaury bills to bo out­

ate.nding nt ~ ono time to en nuregnt o of $20,000 ,000 ,000. 

The following stntomont ahows tho ~.mount of public dobt oblig::~tlons i.,.. 

auod under tho Socond Liberty Bon d Act. ca IUilOndod, t>nd ou tat onding aa of .April 

30, 1938, end tho nddi tionol omounts which t ho Socre t"17 o f tho 'l'reaaury mq 

insuo under tho authority of thnt Act: 

Tott>~ amount thnt mey bo outatanding nt ozq 
ono timo , • . • . . . . . . • . . . • • . .•• $25,000 ,000,000 

OUtstanding na of April 30 , 1938: 
Trenaury bonds 
U. s . Snvinga Bonds 

(mnturi ty vduo) 
Votornna AdJu.atod Servico bond& 

$20,927,252,250 

(n) 1 , 546,000 ,000 
828 ,713,806 

Total odditional NOount of bon4a 
which mey be iaiiUod undor proaont 
limi tntion . • • • • • • · · • • · • · · • • 

Not ea, c ortificr toa of indebtodness nnd Tronaurz bill a: 

Total amount t hat ·~ be outot nnding at MY 
ono timo • . . . . . . . . . . . . . . · . · · 

Outate.nding ns of April 30, 1938: 
Traaeury notoa • . . . . . . 
Oortificetoa of 1ndabtedcoss • 
Tr038U1'7 billa • • • • • • · • 

$11.309,276,050- (, 
767 ,465,066 

1, 753 ,268,000 

23,301,966,056 

1 ,698,033 ,944 

$20.ooo ,ooo.ooo 

13,830,009,050 

Total additional o.mount which m4Y 
bo 1asuod under proaont limitation • • • • • • • • • 6 ,169 ,990,950 
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l!ccopi tulation I 

Totnl public dobt o blig&t1ona which m:r bo 
iuuod undor author ity ot . tile . S9cond 
Libort;y Bond .let , as emlmdod, ond bo out­
atnnding nt any ono time , •••••.• 

Totnl outst anding public debt obligntiona 
aa of April 30, ~9:,18, '\'~ch woro 1aaued . 
under authorit;y of t he Second Libort ;y Bond 
Act, na emondod • • . . • . . • . . . • • 

'l'ot P.l NOOunt wh1eh mt:t¥ bo i aaued under 
praaont l1mltnt1on •••••. 

(&) Current rodecption "Valuo $1,180,736,166, 

.. - -~ 

361 

. . • • $45,000 ,000,000 

37, 131,975, 106 

$ 7,868 ,034, 894 

'!'he totnl co:>bin od Moun ta thet ~ bo 1aauod under the two 111:11 tntiona 

aro , I bollno, autficient for t he proaent but tho divhion as between bonds nnd 

notaa , cortiticntoa ot indebtednoaa and Troaaury billa ahould be adjusted in 

ordor to givo the Treasury more l atituAo no to tho kind of aocuritioa it cnn 

issue. In tho montha ot J uno, September , and Deeoobor, 1938, tho Trocaury has 

I!IO.turi tie a of Troneur;y notoa oggregnting 1:10re thnn $1,600,000,000 taco N>ount 

nnd 1t will probnbl;y bo neceaaar;y duri~~ th1a period to rAiaa additionnl cnab 

botwcon $500,000 ,000 end $l,ooo,ooo,ooo, J:l<llcing the totnl t1nanci:~g durir~ tho 

naxt ei&ht 1:10ntha' ported, cuc1ueho of Tron11117 bill ope rations, of mro than 

$2, 600 ,000 ,000, It cey be highly desirable, tron tho atnndpoint or the public 

debt p rogron nnd tho Oo•ornnnnt aocurit;y nnrkot , tor the Tronaury to ceot tho 

catur1"6 notoa ond t o rid so whatovor addi tionnl caoh is nocoaaa:')', or a :oo,jor 

portion thereof , through t ho i aawmce of eddi tionnl Tro~.Urur;y bond a , rnthor than 

through tho ieaunnco of Treasury notoa. .A.ttor roaorv1"6 $248,000,000 to mot 

the eatinntod additional iBBUOa of 11. s. Sa•inga bends during th1e period, only 

$1,450,000,000 would be avldlnblo tor further bond ilauoa 'under tho preaont lind­

t&ti on. Th1a niGht not be sutficiant to neot tho t'reuury r oquirODento in con­

nection with tho naturi.ng not aa o:~ggrogating cor e the . 1,600,000, 000. 
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I ahould like to ecph4aho that wo aro not nokintJ f or Nl inereaoo in t be 

tot(\]. 11o1to.t1on on t he aggregate of tho public dobt obl1gntiona which 00'1 be 

outatnndina o.t o:J>¥ one t1w under nutbori t:y of tho Socond Libort:y llond Acto 0.1 

acendod , but wo nrc aolcing o!'l;r for a conoolido.t ion of tho p roaent 11n1tat1ona 

on tho t >.-o clo. .. oa of occuritioa centionod in thnt Act 19 o a to gi•e tho 

'l'ronaur:v srontor floxi bilit;r in 1 ta fi!llll1ci~ opor ntiono. 

-oOo-
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B. Merle 
Cochran: 

BMJr: 

IIJ/Jr : 

C: 

C: 

HAIJ'r: 

C: 

HI!Jr: 

r. : 

I!W'r : 

C: 

IW.Tr: 

C: 

lli.IJ'r: 

C: 

HMJr: 

C: 

HI!Jr: 

r : 

.... 

P'ridey 
May .6 , 1938 
9 :16 am 

what ' s gone on t his morning? 

363 

It would be a pleasure to know what the French ha ve 
done to cooperate with me this morning. 

(Laughingly) All right , sir . I went out to see 
rtfl friend at eleven f orty-five . 

Cariguel? 

Yes . 

Yeah. 

Be said t hat the trading o pened early t h is morning 
f r om Switzerland • •• • 

Yes. 

, , , one seven eighty f i fty t o three quarters. 

Yes, 

,, , got busy and brought it down t o one seventy-eight 
forty • •• 

Yes . 

And he was holding i t when I was there. 

What ' s t hat? 

He brought i t to one seventy-eight forty . 

Yes. 

And it still held there . 

Yes . 

At tha t hour he had taken in tour or :fi ve million 
dollar s. 

Yes. 

And the sterling receipts were satisfactory but not 
so hea vy as yes terday. 
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1!111r: 

C: 

HM.Tr : 

c: 

BW'r: 

C: 

RW'r: 

C: 

IIMJr: 

C: 

RMJr: 

C: 

BIII.Jr: 

C: 

JJIJJr: 

C: 

HIAJr: 

C: 

Rl4Jr: 

C: 

- 2 -

Yes . 

And s ince coming back this afternoon I've talked 
with mf trader • • •• 

Yeah. 

••• e t .3 ·: 50- i t ' s now 3:20 and he said that they 
had been buying dollars since noon and had taken in 
two and one haJ.! million for the Bank. 

Ub huh. 

And LavaJ. had the first rates this morning . 

Yes . 

He doesn't know bow mch they got aJ.together. 

Ub huh. 

And he agrees that sterling is coming in in good 
quantiti es but not anything l ike yesterday. 

Have you any i dea how mch they•ve taken in? 

No. - lq friend was n i ce this morning but not as 
generous with information as usual. 

Ub huh. 

When I went out be said, •ob, you treated those 
people pretty r oughly yesterday. " 

What's t hat? 

I say, when I went in • • • 

Yes • 

•• • he said, "0h, you treated t hose people pretty 
roughlY yesterday ." 

Ob huh. 

Be sa id to me . And I said, •Oh, we 're not going to 
quarrel about tbat ," I said, "I have no complaint 
against you. • 
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BIIJr : 

C: 

RMJ'r : 

C: 

BIIJr : 

C: 

BUJ'r: 

C: 

HMJ'r: 

C: 

HMJ'r: 

C: 

HI!Jr: 

C: 

HII.Jr: 

C: 

BW"r : 

C: 

RliJr: 

C: 

BXJr: 

C: 

BliJr : 

- 3 -

Yea . 

I aean b ecause he i s very nice but he was cranky 
thi~ morning a l i ttle bit in talking wi th me. 

Uh huh. 

And the Bel ca 1s under terri!'i c pressure. 

Uh huh. 

The National Bank lost about f our milli on pounds 
yesterday • • • 

Yeah. 
. -.... .... - "' 

• • • nnd forward r a tes- the f orward discount on 
the Belgian franc agains t sterling • •• • 

Yeah • 

• • • was fourteen day before yesterday ••• 

Yeah • 

• .. but 1t • s a hundred and forty today. 

Gosh ! 

And there is a ru110r that there ma:r be a cabinet 
crisis in Belgium :ret tonight. 

Uh huh. 

The f l orin weakened a l ittle bit but the J:Utch came 
in at one o'clock and strength ened it. 

Uh huh. 

365 

Swi tzerland is also a little we ak but not - not bad . 

Uh huh. 

I talked wi th the Italian Bank man here • • • 

Yeah. 

I say I talked with the Italian • • • 

Yeah. 
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I!)IJ r : 

C: 

BJAJr: 

c: 
IDIJr : 

C: 

BMJr: 

C: 

BMJr : 

C: 

R!JJr : 

C: 

BKJr: 

C: : 

Ht&Jr : 

C: 

HMJr: 

C: 

RJIJr : 

- 4 -

And th-.r 're very much worried over the depreciat i on 
of the franc ••• 

Uh huh. 

. . . new touri s t cars , cheap gasoline, and so o~ • 

What ' s t he rate on spaghetti? 

The r ate on what? 

Spaghetti? 

(Laughingly) I don ' t know. 

(Laughingly) You don t t know. 

But t hey want some tour i sts to come down and eat i t 
anyway. 

Well, I mean, i f they devalue it, what happens? 

I don 't know. He sa id that he didn't think they 
woul d have to touch the currency . 

Ylell , thPt's something. 

And - well , I think that ' s about all. The French 
securiti es - t he Government securit i es are up a 
little bi t nothing l ike yesterday . 

Uh huh. 

And t he only question I have i s whether or not I 
should go to Basel tonight . See, the BIS annual 
a eet ing is taking pl a ce on Sunday and llonday • •• 

Yeah • 

• • • and most of the people are 1oing to be t here 
tomorrow. 
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Well, I think what you'd better do is what you'•e 
done !Qbther Fr ench crises and that ' s go up Saturday 
night and Just spend Sunday there. 

I see • 

.Jaat spend Sunday. 

Regraded Uclassified



C: 

BMJr: 

C: 

HJ.!Jr : 

C: 

BLIJ'r: 

C: 

RLIJ'r : 

C: 

HW'r: 

C: 

DLIJ'r : 

C: 

lruJr: 

C: 

HIJJ'r: 

C: 

HUJr: 

C: 

ll !.'J'r : 

C: 

BIIJr: 

- 5 -

I see. Because Wilkerson had asked me to lunch 
with Krey and a number or them to1110rrow. 

You'd better Just go there Sunday. 

••• make any plans at all without checking with 
you. 

All right . I now, jus t a minute. 
· I s the Paris market closed on Saturday? 

Yes , it 1 s closed to1110rrow. 

Ob, well then it will be sate. 

Yes. 

All right. You go up t onight . 

Go up tonight and come back Sunday night or llonday 
night? 

Be back Monday morning. 

Be here Monday morning? 

Yeah - bright and early Yonday morning. 

All right, sir. 

You can t ake two days ort in Switzerland. 

All right. That 1 s Saturday and Sunday. I'll be 
back here MondaY morning. 

Ye s. Now, did Butterworth call you? 

He called me and I took cSown that message •• • 

Yes • 

• , • end I took it in and read it to !IF colleague 
a: once •. . 

Yes. 
And he s aid, wwell, that certainly doesn ' t sound 
like our triend who used to be in Ameri ca . · •

11 

Yes. 
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" •• • said yesterd~ .· 

Yes . 

Be said :It's an entirely d i fferent version. 

Yeah. V/ell , you know wha t I t old Ed Wilson, -
I just didn't believe the French. 

No, no . I mean I had to keep quiet at this 
meetin.g yesterday evening, I menn I said every­
thing on this material limit you know, with the 
Kinister of Finance. 

Yes . 

So there again he r ather was under the 1mpressf9n 
that 

Let me a sk you Just t o get t h i s t h ing straight . 

Yes. 

You and Wilson were with Bonnet and ·Marchandeau? 
Is that right? 

Yes . I had gone to Marchandeau 1 s offi ce ••• 

Yes . 

you see, to get his answer •• • 

Yeah • 

• • • hJ.s answer to the request whi.ch I had made at 
four. 

Yeah. 

And when I got to the office Fournier, Cariguel 
and Rueff were 1n consultation with him. 

Yeah. 

And he took me - he lett them and he said, "Bonnet 
has asked Wilson to come ba ck t o the llinistry ot 
Foreign Affairs,• be so .t.c1 , "you an!f I w~l go over 
there .• 

Yeah. 
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And when we went over there Bonnet took the lead 
with Wilson. 

l'iell now where does he - where does Bonnet get 
the information from as t o how t he English felt? 

He had gotten a telephone call from Daladier as 
we unders tood it . 

I see. 

At the same time the British Ambassador was just 
coming out of· h i s office ••• 

I s ee. 

. . . then. 

I see. 

So •• • • 

Tha t all checks. 

Yes . Yes . 

All ri{:ht . 
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Here t he Press is not uniformly in f avor of t h i s 
j u s t yet . The Lefts - the working people ar e 
afr aid they ' re going to be the ones to suffer you see. 

Well, aren ' t they always? 

The l aborinc peopl e , yes . 

Well, aren ' t they always the ones who suffer ? 

I think they are . 

You bet. 

And so - the other s i de though, the Rights , are 
urging immediate steps to organi ze the social 
s i tuation better to increase t he 
Others say that there'll be no benefit derived 
from them. 

Well, 1f there ' s anything more develops during the 

day give me a ring . 
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All ri&ht, sir. 

But the chances are that I ' l l leave Wa shington 
about three o'clock Washington time for the Farm. 

Three o ' clock Washington time. 

Whi ch is n:lne o'clock your time. 

Nine o ' clock our t1111e. 

Yeah . 

Vle don 1 t leave here until ten o r e l even tonight. 

Ah - t he news- t he American newspapers have 
handl ed t h is t hing extr eoely well. 

Yes . 
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Ah - our - the men who cover t he Tr easury have 
harrlled it very well. The editor ials are of cours e 
unfavorable. 

Are unfavorable t o t be French? 

Yes . 

I s that so? 

But the news stori es and the stories which are 
cabl ed over, f or :Ins t ance like by Elliot of the 
Tribune •• • 

Yes • 

• • • and people like that a r e all ve ry good. 

Fine. 
I mean they're getting a remar kably good press and there's 
a · minirum of gossip in the stori es . 

Ftne. Fine. 

I'm amazed how good the stories are. I think mf 
cautioning thea not to try t o put either t h e Enr Hsh 
or ourselves on the spot llllSt have been helpful. 

Yes . Yes. 
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Because I - bes i des telling you I told the 
Ambassador here t hat they - thr.t I jus t wouldn' t 
stand for it . 

Yes . Yes . 
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But I have never seen the French s t ory so fr ee from 
gossi p. 

Yes . Well, I'm going to stay aw!l)' from the Minister 
a bout t his t hing unless - unless t here ' s something 
urgent . 

That's all ri<:ht • ..,....._-:· . 
Fine. And I'll '?en 

Yeah. 

you wbnt the answer is . 

I mean t h is mor ning they sent c e a l i ttle 

Well . 

But i t '11 wear off w 1 th h 1m v ery very quickly . 

V!ell, what right have they got to be 

That 1 s just it . He ::aid they were offended . I said 
we were the ones who were offended about this thing . 

And not onl y am I offended but I don ' t - I ' m not 
going t o get over it in one day either. 

I should s ay not . No . 

So - a h .... 

Vie all agree on tha t I am sure. 

I mean - ah - t hey ' re perfectly will:ln& to gain and 
they don ' t ca re how much it hur ts t he Belgians . 

No . No • . If Bel g ium goes out t he I tal i ans are going 
to feel it t oo. 

Oh, sure . I t ' ll just t ouch off the whole thing . 

Yes, it upsets the whole t hing . Yes . 
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Well , that • s just llhat I was atraid ot but let 1 s 
hope tor the best . 

The Dutch and the Swiss oan hold on but then they ' re 
going t o have to l ower a little.~it . 

Yes. 

Then it they start lowering - t hey say they're not 
going to - it looks like i t was pretty 
heavy on their pur s e. 

0. K. 

All r i ght . I'll go down t onight and I 111 g ive 
you the report J.londay mrning. 

That ' s r ight . 

Good bye. 

Goodbye. 

Goodbye, sir . 
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I 

SEorEtary of State , 

Ylasb.ington. 

RUSH 

3?9, ; ray 6, 2 p . m. 

GRAY 

London 

Dated May 6, 1938 

Reo ' d 11 :03 a . m. 

FOR TREASURY FROM BUTTER'!IORTH 

I hnvc obtainEd in confid~noc thE text of thE not£ 

referred to in my 3?8, May 6 , ll a . m. together with the 

text of the Chancellor of the ExchEquer ' s reply which 

is now bEing conveyed to thE Fr ench Government. ThE 

French note reads as follows : 

"Th£ l~nistcr of Finance i s exceEdi ngly grateful 

373 

to Sir John Simon for his congratulations . HE expresses 

his appreciation of thE pains which Sir John Simon has 

taken t O facilitatE hl.S task. '.~aking into thE full ES t 

account t hE indi cat i ons which t h.E Chancellor of t he 

Exchequer ~ave to him in his meaoagc today, Monsi eur 

l~rchnndcau bas given instructions at once t hat thE rate 

of the frano should bE improvEd by 50 crnttmcs whilE New 

York is opEn and tha t a further i mprov011cnt of the samE 

amount 
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sms·:~ 2 - No , 379, !Jay 6 , 2 r,,m, from London 

amount sho~1ld b£ EffEctEd tomol•row, 

Further thE Minister of Fir~cE shares thE prc­

occuptntions of th£ Chence:llor of thE ExchEquEr , The 

policy aimed at improving the franc to the grEatest 

possiblE extent will be conti nually pursuEd, with all 

thE precautions rEquired, up to th£ highest point at 

which i t ap!)E:n· s· thnt stnbiUty con bE SEcurely 

gua::antEDd, wh~ther or not thin i a a point better thnn 

175 , It i :J cErtr.in, morEover , thn t this opErn tion will 

bE all thE mo:c-e: l i kE l y to succF.r.d if thErE i s no know­

lEdgE of n figuT'E which could nppE~r as thE upward 

limit of thE movEmEnt cont~mplatEd. On this account 

L!onsiEur !!D.rchnndEnu cordiall y thanks thE Chancellor 

of thE ExchEqUEr for having bEen good e:nough not to 

name th~ figurE of 175 i n his ~c,ly in the HousE of 

Co!M'ons . " 

374 

T!lr. follo·.•ing i s thE Chuncc\lor of thE Exchcqucr ' o 

rEply: 
''I l'laa very glad to recEive your messagE this 

morning. Your rEnewed assuranoc that you will continunllJ 

follow thE policy or raising the franc t o thE highes t 

point, 175 or better , at which stability can bE achieved 

{is?) 
ll 
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sms** 3 - no. 379, 1.!ny 15 1 2 p . m. from London 

( 13?) 
ll WE lCOill£ to mE • 

I muot confEss that o.ftcr the o.osuro.ncEs which I 

hnd r eceived from !.lonsicur Bonnet o.nd thE very clco.r 

terms of the o. i de memoir£ left with me by the French 

Ambassad or on llondo.y , it was rather o. shock to me to 

375 

find the i:"r·mc opr.ning :1t n ~·ntr. of 1 79 . Vlhilc in 

dE!'trenoc to t he "t'"!lrw .: nt~ tioao \fh.l.ch 1 received t lu•ough 

yoUI• l'innnctnl Atto.chc in London l 1·rfr nined in thE reply 

which I hnd t o g ive to n pnrl.iantcntr.r•y ques tion yestcrdny 

frOLI m~ntioni.nG thE f'i t;~ure of 175 whl ch hnd been indico.tc( 

in th£ ni <lc memoir£ 1 1ny fuilUl' E to g i v c u s pcdific figur~ 

wo.s n oted o.nd commEnted on . It w\ll b£ n great rElief to 

me therefore whEn thE r o.te ho.s been brought much clootr 

to th£ fi;urc which we ~~d been ltd to expEct. 

I 0.~ heo.r~ily n lo.d thnt ynu have o.lreo.dy rECOVErEd 

n oubo tantinl (mount of oc.pi tnl . The technico.l policy 

put'U\Ied on thE opEning do.y ha·: ?r.cn consid Erably criti­

cisr.d on th£ g round tho.t t he 1'rt1no vms rigidly held 

peg;; Ed not l'li t hs tanding tha t tx~hcnvy buying fr::mcs 

wo.a , ,n progrcuo . Ylr. shonld hnv r. c xpcctccl t t •o.t 90 1o.re;c n 

movcccnt of oo.pitlll would have been o.ocompnnicd o.s i t 

occurred ay s tco.dy i l:lprovmcnt in th£ franc r o.tc, o.nd 

I 
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sms ~ - No. 379, luy 6 , 2 p . m. from London. 

1 C\m Cl O.d thEt'EfOrE to kn0\"1 thnt it is thio lattEr 

coursE which will bc pursued from now onwards . " 

. ' 376 

rlitll t he forEgoins thE attitudE adopted by thE 

British TrEasury at our bEhEst is as clear and 

unequivocal as 1 can get iio mad e . It is difficult to 

sec hot! ';h e :?rEnch yut a contr;- riw1sE interprEtation 

on it. 

SMS 

HPD 

• 
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PARAPH!USJ: OF TELJ:QWI REOIIVJ:D 

FROK: American Embassy, Paris, France 

DA.TE: May 6, 1938, noon, 

lfO.: 713 

FROK OOOH!Ulf, 

• ' 377 

I give below oon!irmation of inform.a.tion given by 

telephone: 

At the close of business on Kay 4 tho French control 

fund contained fl,~ooo,ooo paper trance, and 

2,481,000 ,000 f rancs of gold and foreign exchange. 

This morning at a quarter of twelve I visited the 

Bank of France. This morning when the b&nko opened, at 

a rate of 178,50 to 178,75 Switzerland started trading 

sterling . The rate was brought to 178.40 by the French 

control, and while I was there the control was holding the 

rate at that lnel. By that hour the control bad reoeh'ed 

between four and five million d.ollars. Satisfactory 

sterling intake, but not so heavy as it was yesterday 

a,m. Today the interest rate on two-year national defense 

bonds wao lowered to 3 1/2 percent; previously it was 4 

percent. 
Belgas under such pressure tbat forward r&tes &re 

only nominal. Press reports Belgian Cabinet crisis 

threatens over financial issues. 

Press reports official Swiss denial that Swiss franc 

parity will be altered. 
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- 2-

I am told b' the representative of the Bank of Italy 

that Itallu tou.rht trade Will Ultel)' be aerioualy affected 

by the present J'renoh prograa of depreciating ~enoy ud 

offering touriet cards w1 tb cheap rates and gasoline. 

This repreaentatiTe does not expect a obange in the lira, 

but possibly visitors will be given greater reduotiona in 

Ita11u ra11-y rates and gasoline prioea. 

WlLSOJ. 

El:Ln 

.-
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11&7 6, 19~ 

The original r ates oame in !rom Parle at 12 o' clock, 
our t1me , and corrected rates were not reoe1ved unt i l 
2: 30,our t1me , during which p~riod there were no orders 
in the New York market tor the aooount ot the Stabilization 
Fund. · 

I 

• 
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R. :.! . Jr: 

H. M. 
Cochran: 

H.M. Jr: 

~ : 

ri . 'J . Jr: 

H • .! . Jr: 

C: 

H • ..! . Jr : 

C: 

Ar chie 
Lochnead : 

C: 

L: 

"'' 
L: 

C: 

L: 

C: 

L: 

C: 

Oh, Cochran. 

Yes , Mr . Secretary . 

ll ey 6 , 1938 . 
12: 30 p. m. 

3eo 

Vie •ve discussed here a t some length whether I should 
call you or not. 

Yes . 

And I thought I ougbt t o . 

Yes . 

The French again h& ve not kept tbeir word . They 
dia uot lower the r a te a nf'lf e franc tod&y . 

How much is it down now? 

Now just a minute, I ' ll let - I 1ll let Archie ta l k 
to you direct . 

All right . 

Hello . 

Hello, Archie . 

Uerle, the nte they g1.ve us yesterday to operate on, 
to s ell francs 

Yes . 

••• was 178.32 . 

Yes . 

Today lt 1 s 178 . 37 . 

170 . 37 . 

Yes , and if anything , you see, it' s a 11ttie: l ittle 
lower, even. 

Yes, yes . 
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It works out the same on the New 'i ork market, 
about $ .0280 1/8 . 

Yes . 

But of course we would expect the r ate to be 
about 177.87 today. 

Surely . 

Now, they - they just sent it over, the Bank of 
France, without a ny comment . I have told the 
Federal t o send a cable back t o the Bank of 
France and question the r ate. 

Surely. 

But that 1 s - so far, t hat ' s all we've done; there's 
nothing going on in this cnarket yet . 

Well, when I went down this morning I asked our 
friend - I said, 11'iou knovt about the ••.. n - I 
s aid, "Did you get the !nstruction l ast night while 
Wilson and I were t alking?" I said , •The instruction 
was t elephoned t o you.• 

He said, "Yes, I got that and got it on to the - t o 
t he Federal . " 

Well , that was yesterday ' s r a te . 

Right. But I sai d, " liell, this morning, wllat are you 
doing?" And he said, •Well, it opened in Switzerland 
a t 178 .50 t o - .75," and he said, "I ' ve brought it down 
t o 178.40 ." He said, •That' s 50 centimes below 
yester day," for which I ought to thank him. 

Well, that was 50 centimes before - below was yesterday 
morning ' s r ate . 

Tha t's what I said . 

But it ' s not 50 centimes below yesterday evening ' s 
rate. I mean in two days it ought to be down - this 
is the second day, not the first day now. 

Well, t hat - tha t ' s Just my point. And I said, •Yiell, 
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the thing was to go down 50 centimes yesterday 
evening and 50 centimes again today." 

Right . 

382 

And he said - and I said, "Are you going to put it 
down? " hnd he sai d , "Cochran, I can't answer your 
question. n 

And I said , 
and I said , 
with you . " 

"Now look, you ~oo nd I are old friends ," 
11I don't went t o get i nto t his quarr el . 

And he s~id , "Viall, please don ' t - don't ask me . " 
He sa i d , nne can only see wnen I get my instructions . " 

·,Yell, app&l"ently nis instructions wel"e cot to lower 
it . 

'llell .••• 

Despite the promise they gave . 

The - the r ote which I noticed here a while ago -
National ~ity called me ~ t 5: JJ ..••• 

hxcuse me just a second. 

(-"side conversation) 

Yesterull)? 

hh - t;ochrun? 

Yes . 

The Secret~oory wants to know who else was present 
besides yourself when they promise~ to lower the 
rate pl"ogressively ha l f o fronc & aay. 

They offered to ao that tnrough two steps. llilson 
and I ,yere t here, Eonnet and lolarchandesu, 

'1/ilson, l' our~elf , Bonnet nnd 1llarchandeau were t here · 

Yes . 
And it was uarchandeau that said he was going to lower 

it. 
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Yes , a nd he s e ia 50 cent i mes 
f or tomorrow, a nd 50 centime s aghin t od ay . 
And - no w, Vlilson s e nt a telegr a m g iving h i s 
sto ry of thi s suggestion, a nd he sent it i n 

383 

t o me this a fternoon t o s et. if I ag r eed with 
it, a nd I s a i d , 11'1/ell, you ha ven ' t made plain 
in it t h a t t hey pr omised on~ 5J centi me change 
yes t er day even ing and a noth e r t odPy . " And h e 
s~tJ , "We l l , I 1l l c orrec t tha t ." He sai d , "I see .• 
b e sai d , " I ' ll mbk e l t ~lear . " 

I sai a , " Lon 't ~ut in t ht t t hey pr omised it this 
worning . n I s£iu, 11'Iney uidn ' t SI'Y whe t time t odlly 

., t h!J t t ney 1 11 m":t" the s~ocona c ha n;-e ana q uit t he 
, ~, tclKing . " See ? ~ 

1ne t 1 s r i gnt . ;:ell- I mean we .-:cren• t s aying 
t. nythillb to i s morn!~ " n& n t hey tu.:in ' t cm.nged, 
bec<Juse t n;;y onl)' Chl ngeu L t noon - time r e s t erda y , 
but they - c e rta inly t he n ext ~4 hours e xpi r ed a t 
noon t odEy . I thi nK so . 

I mean - I' m te l lint. you t ha t tuey pr ooised those 
t wo 50 centime d rops ln s uccessi ve days; t h11 t is , 
t he one o f y e s t er d<y , wnlch l hey pos tpon ed , a nd one 
t oday , wi t hou t r el"e r .:nce !IS to wn~t hour ol' t h e dey 
th~:y woulc dr op 1 t . l'hen immedi t tely after - I mea n 
rllos t o f t he c onve r sa tion yes t er oay wa s be t wee n them 
a nd ,'l ilson - t nut \\ US r ir;n¢n t h i s point , a t the 
Sorbonne . 

I s ee . 

Ana I sEia, • l.ell , \\D!It 1 s your pro:l:ise &fte r t h l s?• 
I seia, • i\11<> t are you go in<: to do Sat urday snd !.!ondt.y ? • 
I sr,i _ , • •::n~ t o.re ;; ou go~ng to ao in s uccessive: days?• 
And t aev s~>iu , 11 .\e cennot promise a 5J c ent a r op . We 
p~omise· t o prog'resdivel~ lo,;e r it . • Sai d i t .nigh t be 
25 cent imes one d~) , lt mi gh t be a little d i f f e rent, 
uepeno ing upon the escupe of c&pi t nl - t reot ment , 
~ather, of c&p1 t ul. 'l'hen ne s ni d , " l'le don 't went the 
s peculat or s t o ea t en up ,; lth us - t o go a l ong with 
us" - t ha t ' s the way he put 1t . l'ha t' s the way 
~erchan<ietu put it. 

I see . Just e moment. 

l< e nad the oef1n1 t e promise of 5J centimes for the 

fir st t wo oeys . 

50 centwes f or t he firs t two doys 'il'aS e defini t e 

pr oa i se. 
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... , 
H.M. Jr: 

C: 

8 . !.1 . Jr: 

Operator : 

Absolutely . 

Now just a moment . 

Now - bello? 

-5-

Hello , Mr . Secr etary . 

;_' 384 

You can tell Marchandeau for me that I expect him 
to carry out his promi se as or yesterday, and i f 
he expects that I'm going to believe enyth~ng t ha t 
the French Government SI>Y in the f uture, they better 
carry out this one . Now, ther e ' s noth~ been said 
about "around," •about, • "if," or •and," see? Bello? 

Yes . 

And that I' m - th~t I - t ha t lf - that I - I can 
reach my limit of patience . 

Yes . 

~nd I expect him t o do this and I expect him to do 
i t right away and I am not goine to accept any 
excuses . 

Do you want me t o get him, or do you want to get 
•lilson in t here? Because Wilson was there last 
rught . 

Nell, where is Wilson? 

I can s ee i f he ' s in b1s office . I don't know . 

Well • •.. 

r can s tep aown there in just a minute • 

I' 11 hol d on. 

You' ll hold on . There ' s no one else here . 

Al.l right . 

(Pause) 

Hello . 
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Opere tor : 

d . :!. Jr : 

i!. '!. Jr: 

\:: : 

H. :.! . Jr: 

C: 

n .... . Jr: 

.; : 

C: 

H .~.Jr: 

t: : 

H. iLJr : 

C: 

I! . :A . Jr: 

Sold this. 

All right. 

(Pause) 
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llello, Mr. SecretHry , Wilson has left . 

385 

Well now, just a minute, because I've sent for the 
French Amb&ssf.dor . You and Vlilson saw r.larchandeau 
a nd Bonnet yesteraay? 

Tll6t ' s right. 

"ll r ight. 

when this thing •••. 

'Hell, you better get right over and see r.larchsndeau 
ana tell him that I'm- I •ve Just about reached my 
limit . See? 

Yes . 

.hOd I expect him unequivocally t o l ower the frDnc a 
half a franc today i n our market . 

':lell, I - I star ted to tell you tbat t he r ate here 
hud gone down in the last hElf hour of trading . !low, 
I know that doesn't ••.• 

Yes, but there are orders over aere, and 
shoula it be nere t oaay (asiae)? 

J:iello . 

o'lell , I mean we oper ated yesterday on 17!! • .37. 

Yes . 

Now they should drop 1 t a half a franc •• • • 

Yes • 

.. • below tha t . 

Yes. 

Wha t 
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H . i~ . Jr: 

C: 
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C: 
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And they haven' t done it . 

The instruct i ons came througll to you at 178.32, di d it? 

One minute . 

Hello . 

Wait a minute. (Aside Conversation) 
minute . 

Yes terday tile instructions were 178 .32 • 

Yes . 

Today tile instructions are 178 .37 . 

Tb.et' s going the wrong WtiY . 

Going the wrong way. 

Yes . 

Wait a 

And I•m frankly goddam sick and tired of it. Now, 
I don ' t care - you can modify t hat a little bit, but -
ah - we operated on tllut and 11e expected ':.o go down 
a h t. lf, t.nd as 1< matter of fact I ' m llolding tile orders 
up now; I aon• t know that I'll operate at 178 .32 . 

'Hell, you see, wllat we got i nt o yesterday, tb.et is 
t o say - is there any State Department man there? 

No . 
Well , I•ll tell you t he Nhole tiling. When I came 
back ami t old Wilson how I 1 d gone for liarcllandeau 
yester day afternoon, without telling me he put in a 
call to get Sumner ':/elles, you see. 

• 
Yea. 
I mean lle thought I was going pretty rough. t•m sure 
that' s wllat he felt . 

H. :.I .Jr: Yes . 

C: 
And tllen when he came in and found that I was t alking 
to you again, then he \ alked to you and cancelled that 

cdl. 

Regraded Uclassified



H •. &.Jr: 

C: 

H. :.I . Jr : 

C: 

H.:J. Jr : 

C: 

H. :.t . Jr : 

C: 

H.M.Jr : 

C: 

d . M.Jr: 

C: 

38? 

-8-

Yes . 

See? But now today in t alking the thing over , I told 
hilll about my visit out with Cari geul this morning . 

Yes . 

hnd he ' s - I mean I went purposely to see him, just 
to see what his attitude would be . And he thought 
that I ~as a little strong . And I said, "No . • I 
said, •You people needed the sta tement that we gave 
you, • and I said, •It was my duty to put it through,• 
and I said I used the exact words that I thought I 
should, under instructions from you. 

And I gave l'lilson that reaction and he said, :tell -
he said Ne couldn't back that up absolutely; he said 
maybe we shouldn't have gone so s t r ongly. 

And I said, 11VIhy , I feel tha t they r eltui.red it,• and 
I s a i d , • I have no apologies to make to any one .• 

You couldn't make it too strong to please me. 

Well , I - I Nent the limit yesterday . I 
double and I hope they now. 

Yes . .l.h -

But he t ook the point- he said, well , if we weren ' t 
in a position to back it up, he said we were &sking 
t oo much. And 1 said ...• 

Just a minute. 

. • • •We at leas t g& ve them t o understand now we felt 
about it . • I said tha t we accepted their compromise 
later, ~nd I sa i d , "There you are ,• and I said 

well, I can ' t - I can' t help •... !low listen, Cochran. 
• 

Yes, sir. 
r•ve had a hard week t oo . Now, Herbert Feis sits here 
and he's - he's just as upset about it as we are . 
Hello? 

Yes. 
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r can' t - I can' t bothe r or fuss around ·d th Ed 
Wilson, s ee? 

Yes. 

But Herbert Feis is in complete sycpa thy and I -
e ven if he 1•asn•t , I mean I - it ' s lllY responsibility 
you1 re lilY agent , see? ' 

Well , I ' 11 carry your ins truction absolutely ••.. 

All right . Wel l now, tha t • s all I can ask, a nd I 
can't rus. qr~und with these o ther boys . But I -but 
Fe is has been !1e1-o--&<:1U. is in complete sy:upa thy with 
Rhat I ' m doing . --..,. · • ·. 

Yes, yes . 

hnd so is Mr. Bull. 

Yes , slr . 

cio yo u carry on, and as ' ' ma tte r or f eet I have no t 
yet executed thc. t or der , a nd I don't know whether 
I 1m going to . · 

That ' s t he order you ' ve r ecei veJ this evening . 

Yes . nnd I' v e sent for t ne Frencn Ambassador a nd he 1 s 
on his way doiY n here. 

I see . 

And if t hose people d on ' t went t o ge t k icked out of 
the tripar t i t e , they be tte r d rop this thing a half 
a franc t tle way t hey Scid yester day . 

I s ee . 

No:t, I w~o nt that - if I cou ld talk French, I ' d cal l 
up Yo~~nandeau ~self . 

Yes . ••el l, I ' ll ge t in t ouch with them right a Aay . 
It ' s only a 4 aL r ter ti ll seven. 

Well , I wish you ' d ge t over ther e a nd if - 1f ther e ' s 
&nybody iha t can tblk English, I 1l l t a lk to them . 
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Oh no, no . I ' ll get through t o i.la r chandeau, one, 
and •... 

But I 1 d like - wnen you get over , l'lllY not l e t me 
talk t o those f ellows? I' d l i ke to t alk t o them . 

'//ell - I mean you can call the Treasury di r ectly 1f 
you .vish • 

.'/ha t ? 

You can call there directly . 

llo , when you get over tnere, if - I' 11 tell you this: 
if they don ' t agree t o whst you ask on my behalf, 
wnich is t ney drop it a half a franc , you say, "Uy 
ins tructions a re to get the Secr et ary of the Treasury 
on the wire, anu he wants to t alk to you hi!llself ." 

All right, sir . 

J.nd I • 11 t al k t o them with you si tting there . Rueff 
t~lks hnglish, doesn ' t he? 

Rueff spet<ks English vet•y ,..,n, yes . 

Jill r lght . NO•V •••• 

l!.ven on these convers~>ttelns ,{here I w&nt to be so 
spe,ific 

Yes . 
usually I make the st~tement ln Enzlisn, even 

though my French is pr etty good •.. 

Yes • 
.. • m~ke tne sta tement to Rueff i n English, and then 
! check his tr~ nslv tion t o t he Ulnister . 

res . '//ell now, you .:et over t here, and if they don ' t 
carry out those orders , I want to talk t o the Fr ench 
Finance Y:trus t.,r , .,nd rlueff can get on the wir e und 
he can t r enslt. te it for me • 

.o.ll right, sir · 
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Tha t ' s only if they don ' t do it . 

I'm going r igh t over 11i thout a nnouncing my coming . 

J.nd i n t he metmt i me I ' m hol ding up the order . 

You ' r e what ? 

I ' m hol ding up the or der or the B~ nk or Fr ance . 

Yes, I uncerst £nd . 

I meun l ' o holdin8 lt up. 

Fine, I•ll go r i ght over t here no11. 

Ri ght . You go over there and I ' m hol ding thi s 
up and I• m about r eaching my l l mi t. 

All rieht , sir, I •l l s o right over . 

And - ah - i t didn ' t t ake me f ive minutes to 
ge t you - I suppose 1f they wanted t o get a call 
t hrough they coul d ge t a cal l t hrough pr etty 
f ast , couldn ' t they? 

I - I t hi nk t hey can thi s t i me of day. 

\'/ell I •:n hol di rll: up the or der. 

All r i ght, s i r . 

b. K. 

Al.l r i ght , I •l l ~o r i gh t over . 

Thank you . 

Thank you. 

I 
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Knoke: 

B!/Jr: 

1!: 

HllJ'r: 

K: 

Bl'Jr: 

K: 

BJIJr: 

K: 

HI&.Tr: 

K: 

BIIJr: 

K: 

Bl.I.Tr: 

K: 

BM.Jr : 

K: 

BMJr: 

K: 

Yes, Mr. Secretary. 

Bello, Knoke ••• 

Yes , s ir . 

Friday 
11117 6, 1938 
12:48 p.a. 

I •ve got a call 1n for Cochran. 

Yes . 

And have you carried out t hat order y et of the 
Bank of France? 

Well( not when I came out to luncheon 
badn t done 81l)"tb1ng on it. 

- we 

All right . Well now, supposing you bold that for 
a half an hour and don't do anything • •• 

All right, sir . 

What would happen? 

391 

Nothing would happen probably because there has been 
no business all morning ••• 

We.U • •• 

What you really mean is on the selling s ide; you 
would be willing to buy it wouldn't you? 

llow just a minute. 

Yes . 

Yes. 

Just on the selling side . 

Yes . Well then nothing would happen for a whUe. 

Yes. Because I have sent a message to the Mini ster 
of Finance of France tha t I expect him to keep his 
word of honor with ae end with Mr . Bonnet and drop 
that by a half a franc today. And I 1ve told them 
that I am holding up their order end I wUl not 
execute it until I hear from them. 

I see. 
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HIIJ'r: Now, Cochran i s on his way over there. 

K: Yes. 

8)1J::: And this was the word given by Mr. Bonnet and 
ltr. llarchandeau in the presence ot two represen­
tatives ot the Uaited States Oovern~~~ent that 
they would dr op it a half a tranc and instead of 
that they raised it. " 

K: Yes. 

BIIJr: lfow ••• 

K: 

HIIJr : 

K: 

H!.!Jr: 

It: 

BIIJr : 

K: 

HMJr: 

K: 

That 1 s that we 
the moment? -
Is that rig~? 

shall simply buy and not sell at 
Until I hear trom Washington? 

I would sit tight and do nothing f or - thi.s thing 
will break within thirty minutes. 

Yes. Well, I mean, there probably will .not be, but 
I should iaagine it would be 

Well, i f you get any orders-! am sitting here - you 
call me or Archie and let us advis e . 

Yes. 

In the meantime sit tight and do nothing. 

lll right, sir . 

Will you please? 

Yes . That's all right. 

HIIJr: Thank you. 
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l.!ay 6 ' 19 38 

Present : 

Dr . Feis 
Ur . Taylor 
l1r. Lochhead 

12: 50 

(Th1s was just in advance of the Ambas sador ' s 
vis i t at 1 o. m. ) 

393 

Hll .Jr: Now , Herbert, these fellows told Ed 
111l!'on - - Bonnet and Uarohandeau t old Ed Wilson and 
Cocnran that they would drop i t half a franc yesterday 
and hal. f a franc t oday , instead or "Jhich they have 
raised it. 

Dr. Feis: ~nere is it? 

!.lr. Lochhead: 178 . 37 against 178 . 32 yesterday. 
Of course , the fract ion is nothing except it i s on the 
wrong a i de . I t should be 177 .87. 

Dr . Feis: Where has the ~~~nrket been all :no r ni n,;; ? 

Ur . Lochhead: They hAve been selling f r ancs 
and buying gold in London. Still getting exchange . 

Dr. Fei s: How much? 

l!r . Lochhead: They ·"on' t - 1ve out t he fl r ures , 
but Cochran t old us th1s cor ni ar that they had done 
about ~7,500 ,000 , dollars, th1 s ~rning apparently. 

Dr. Feis: I don ' t see ho~ you can he lu remi nd­
in~ t hem of what t hey said to you yesterdaY· · I t ' s 
an irr1 t ating i moos1tion 'besides maltin!; you t ake your 
t1rne , dli$1 after daY, to telephone acros s the Atlantic 
about t he franc r ate . Tha t ' s a damn i mpos i tion. 

27 times. Hm,Jr: How manY times so far? 

Dr. Feis : While you "'e'"s still talki ng general 
p olicy , all r i ght; but talking across the Atlant i c 
on the hal.!- frano rate! 

HM Jr· Ei t her t here 1s or there isn' t so:neth1 ng 
'between ~ve~naents . After all , t hi s whole ma• ter is 
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a matter of confidilnce. N011, if t he French Govern­
ment are not going to k eep t he i r word , I am through . 
I a m Just t hrough£ 

Dr. Feis: Has either Cochran or Wilson seen 
tlarchandeau th1B morning? 

HM,Jr : Not this morning , but he ' s on his way 
over and these are my instructions ; I have told them 
I am not going to carry this order unless I get a n 
order to drop it . If Ur. Marchandeau will not give 
~orders, tvhile Cochran is t here I want to talk to 
Ruelf ~e~~. I will t alk to Rueff in English. 

Cochran say s t he Embassy th1rets he has been 
t oo stiff in hi s oresentation. Wilson does . And 
I t old h i m t hat he could not be t oo stiff and t hat 
you have been in on all t he meetinGS a nd you were in 
complete sympat hy and Ur . Hull was in complete sympathY 
wi th what we 1'1ere doi ng. Cochr an didn 1 t want me to 
pass t hat on. 

Dr. Feis: At mY first oppor tunity I reported 
both verbiiliy a nd i n memora ndum f orm to l·lr . Hull and 
then s ent \fOrd baclt t o you t hrough !lr. lCieley t hat he 
had no comment t o rnalte. 

HN ,Jr : I r ot it. E1 t her these 9eople -- their 
word is worth s omething or it isn' t . 

Dr. Feie: Who said t o you t hat Cochran's ao­
proacn wae just too stiff? Cochran or \H lson7 

H1!,Jr : Novt , cion ' t l et t h1B go back . Cochran 
said this morning that ~1lson was upset and a t one 
time had out 1n a ca ll for Sumner Welles because he 
felt t hat ' Cochr an was going too hard on t his thing. 
But t hat's Just t or you. 

Dr. Fete: There is a mat t er of manner . 

Ur. Lochhead : If I reme~ber r i ght -- what wae 
it? -- t hat if we could not do everyt hing we said, maybe 
we should not go so far . I got it t hat if ,.,e "ere not 
ready to renounce t he Tripartite, we should not go so 

strong as we d i d. 
!!U ,Jr : This is not any pink tea party where you 
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Dr . Feis : 1 trutelt the Secretary of the 
Treasury is not willing to have the Trioartite Agree­
ment br "ak down now, after the announc ement , over an 
issue of a f ew france, and t here can be no prospect 
of that type of public termination of the agreement, 
but you can still continue to remind these fellows 
of what they sa id they would do and say you expect 
them to do it. 

HM ,Jr : The question onme up, Should I l et it 
go because it ~s so soall? a nd my answer nas no. 

Ur. Taxlor : You can' t be too rough with them. 

Hl.l Jr: I am goirc to make a record and Tlhen 
when the ~resident of the United States comes back 
he con decide and he can evaluate this t hine on L!ondny . 

Dr. Feis: The only t hine; •"e have in writi ng , 
but that ' e qu1te enou~;h , le that letter t hat t he Am­
ba ssador brought t o you. 

HU
1
J r : But 1 a m not ev~n brineing that up . 

You have the ~ord of the ::i nister of Foreign Affairs 
and the Secretary of the Trea sury and of two rep re­
sent atives that we nill drop t he thi~ half a franc 
Thursday and half a franc Friday . 

(At t his uoint the Ambassador cane in. Hr. 
Lochhead dict ated a report of this neeti~ as the 
stenograoher' s :o:ecord •·•as burned. ) 
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Uay 6 , 1938 
1 p. m. 

The Frenon Arebassador called and presen~ed 
~ne a~taohed note froo ~ne ~inister of Finance. 

l.lr . !lor entnau immediately acqutnnted llim 
•ritn the f ac t tnat the order received by tne Federal 
Reserve Bank of :lerr York from the Bank of France 
for operations ln t he United States markets today 
did not ·correspond witn t he promise given ~ne Un1~ed 
States Trensury by the French Hin1ater of Finance 
yesterday. The French Tre~nury had orornlsed t o 
drop the sterlin~-franc rate by one-half a f r anc 
on botn the bth a nd tStn of !lay 1'7ll1Ch snould have 
resulted in a cross rate of 17? . 8? , .,neree.s the 
order receive., was l'lt:S. 37 . 

!.!r. l!orr-entMu adY1 sPd the Ambasse.e or tna~ 
ne ned ins~ructed Hr. Cocnre.n by ~elephone ~o go 
i mmeC.i ately to tne Frencn Tr ea sury end ask for an 
explanation end he , the Secr e'tary, was ewaltir.g a 
~elephone call o.s to tne result . Mr. Uorgen'theu 
•hen expressed to the Fr ench Ambo.ssador in very 
str ong terms his surpri se and di ssnt isfaction with 
the absolute failure of the French Tre ., sur y to CP!rry 
out ~ne agreenPnt ~o lo~er tne sterlinr - franc croso 
r ate . He reminded tne &~baesador tnat it was not 
so oucn a question of a chan~e in tne r Fte of a few 
centi mes, but tne rae~ tnat tne ·i nlster of Finance 
ne.d broken n1s word . 

The SecrPtary poi nted out t~t the i~orte.n t 
t hlng was t ne question of good fai tn between the 
Treasur i es o.nd 1f we no longer could nave any con­
fidence 1n t ne ir wor d of honor , it would p ract1cally 
be 1mooas1ble to conduct nosotiatione any f urtner 
wi th t nem. He said tna& tne Frenon Tree sur y ne.d 
• chi seled" on tneir n11:ree r.:ent ever since l:he recent 
nesot1a1:1ona had s~arted and tnat ne was disgusted 
with tneir conduct and pr actically at tne end of 
h1s nat 1ence. (When the Ambassador i nterpreted 
tne word • cnl &eled• as cneated" and asked tne oeen­
ing of tne word • ohleseled , " Dr. Fe1a exola1ned 1t 
meant snat:P barga1n1ng. l 

396 

The seor e•ary eX9la1ned t o tne Ambasnador tnat 
th1 s vtaa not a personal ma ,;~er between the Secretary 
of tne Treasury and t ne Fr enon Ambassador, but 1n 
tne relatione between ~ne two Tr-~suriee. The French 
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Ambassador snowed great d1sr. ress, end 1n v1ew of 
t he Secretary ' s re~arlt tnat tn1s was not a personal 
convers~t1on , he felt tnat nP ~ould hAve t o r~oort 
t :1e text of L!r . :.Iorsentnau' s re!:lllr"te to tne French 
TrePsur y, wnicn he ~as very loatn to do. 

Tne Ambassador re ' ained 1n t:r . ttorr-ent hAu ' s 
offtce from 1 to 2 : 30 , durtng w!l1cn t1~ Cochran 
repor ted on tne telepnone and tne Ambassador also 
talked a t lengtn to botn Rueff and l1ar cnandeau. 

At tne conclusi on of tne vlslt , t ne Secretary 
1n order to aoo eaRe the Ambassador voluntarily offered 
to des troy tne· stenogr a!ln1C r ecord of his conve-:-sa­
tion and carr ied out this offer by bur~1ng t~e note­
book i n tne fireplace 1n n1s office . 
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le 6 mai 1938. 

Le Klnietre dee Finances remercie u. le Secre­

taire de la Tresorerie de l'amicale comprehension 

dont il a ! nit preuve au cours des dernierea conver­

sations. Pour marquer son desir de tenir compte des 

preoccupati ons de u. Morgenthau , il a donne, d~a hier 

eoir, des instructions pour que le coure du franc par 

rapport a la livre soit r~leve de 0 t. 50 au coure de 

la bourse de New York. Il a prescrit qu 'on agi sse 

pendant la Journee d'auJourd ' hui a Par i s en vue d 'un 

relevement equivalent . 

D' oilleura M. uarchandeau partage lea preoccupa-

t i ona dell. Uorgenthau. Capendant, s'autoriaant dee 

relatione de tranche collaboration qui existent entre 

lee deux pays , 11 tient a ne pas lui diesimuler que 

lea instructions ci-deasua r iaquent de diminuer 

l'e!ficacite de la manoeuvre qu'il a en vue tendant, 

par une appreciation lente et continue du coura du 

franc, 1 atteindre le taux le plus baa en m&me temps 

que l e plus stable possible . La seule limite a 
l'appreciation envisagee serait celle que constitue­

rait un cours qu'il pourrait &tre dif ficile de deten­

dre et ou 1a atabilite du rrano eerait 1 nouveru 

menacee. 

Mala il n'est aucunement exclu que cette manoeu­

vre amene le franc a un niveau infer ieur a celui de 
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17 5 francs pour une livre. ~uoi qu 'il en eoit 

l'operation envisage s sera poureuivie a partir dee 

niveaux ci-desaue indiquee . Le ~iniatre des Finances 

aera d 'ailleurs toujoure a la diepoeition de u. 
Morgenthau pour le tenir ir.forme des conditions dana 

leequelles l'operation ee deroulers . Il a trop appre­

cie la cordiale cooperation du Secretaire de la 

Treeoreri e pour n •en pae eouhai ter le developpement 

dans le cadre d'un accord tr i parti te auquel 11 reate 

profondement attache . /. 
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' Tnasury Depart.-en~ 
Division ot Beaearcb and Stat1et1ce 

Date ..•. ...W. ___ ··--1~38 
To: Mr. 11bite 

Fro11: L. S. 

Mr. Locbb&ad' s secretary brought 

1n the attached and said the Secretary 

would lllce to have a translation (photo­

stat and translation to be sent to 

Ur . Lochhead). 
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May 6, l9JS. 

The ~inister ot Finance thanks the Secret~ry or the 
Treasury tor the friendly understanding which he has shown 
during the conversations Just held. To lndlcate his desire 
to take Mr. IAorgenthau's concern into account, he has given 
i nstructions since yesterday evening t~~ t the rate or the 
rranc 1n relat i on t o the pound be r ai sed 0 francs .50 
~0 centlmes7 i n the New York market. He bee ordered that 
11ct1on be taken during t he day, today, at Parle, with a 
view t o an equivalent increase . 

M. Marchandeau shares Mr. Morgenthau ' s concern. However, 
whUe citing the relationship of tranlt collaboration which 
exists between the t wo countries he is anxious not to conceal 
from the Secretary that t he above instructions run the rlek 
of reducing t~e efficacy ot the operation which he baa in 
view. ~nis operation has tor its objective the attainment 
ot t he lowest and a t the same time the stablest possible level, 
by a slow and continuous appreciation ot the franc rate. The 
onl y limit to the appreciat i on contemplated would be a rate 
which might be difficult to defend and at which the stability 
of the franc would again be t hreatened. 

But thls operation by no means excludes t he possibility 
of bringing the franc t o a level lower t~ 175 t o the pound. 
Be t ha t as it may, the contemplated operation wlll be prose­
cuted r rom the l evels above indlcpted. Moreover t he Ylnis ter 
or Finance will always be at t he disposal or Ur. ~orgenthau 
to keep him informed or the condltlons ln which the operation 
" 111 develop. He has too much apprecla tion for the cordial 
cooper a tion of the Secretary or the Treasury not t o desire 
its development within t he fra mework of t he Tripartite Accord 
to which he remains deeply a ttached. 

(Translated by S. Adler 
Checked by H. o. White) 
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Operat or: 

!!UJr : 

0 : 

Rueff : 

I!JAJr : 

R: 

aMJr: 

R: 

P: 

RMJr : 

R: 

RllJr : 

R: 

H!IJr : 

R: 

BUJr : 

R: 

Br.!Jr: 

R: 

HUJr: 

R: 

Just a minute, please. 

Go on, put him on . 

Be ' s on. 

Bello. 

Bello . Yr. Rueff . 

Bello. 

Yr . Rueff . 

Yes. 

P'r 1da:y 
Ma:y 6 , 1938 
1:26 p . m. 

Th is i s Yr. llorgenthau speaking . 

Yes . Rueff s peaking . 

Is l>lr. Cochran with you? 

Hello. 

Is Mr. Cochran with you? 

Oh yes, he's just beside the phone booth. Did you 
want t o s peak t o hi ll!? 
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Yes . Will you have him come please to the telephone? 

Yes. 

Can he come t o the telephone? 

I will call him. Let me say particularly • • • 

Yes . 

Kay I tell you that we checked those rates and 
that there was a l i ttle misunderstanding in our 
order which has been given to New York. 

Yes . 
We are just now telephoning t o make the point clear 

That ' s right, i sn•t it? 
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I!IIJr: Well, don't let Cochran go. I'd like to talk 
to hia please. 

R: lo. 

RMJr: Please. 

(Short pause) 

R: Bello. 

RIIJr 1 Hello. 

R: 

IIIIJr: Well, thank you so a11ch, lltr. Ruerr . ~ re&~teots· ­
to you. 

R: Thank you so lllUCh. 

HIIJr: Bow, may I ask what orders you are telephoning to 
New York? 

R: 

HIIJr: 

Yes. Yes. We've just given the order - one seven 
eight. 

One seven eight? 
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R: I suppose that there has been so• II.Uunderstandinc 
in !igurin.g that halt' a 1'ranc here. llonsieur Cochran 
will be here 1n one minute. 

HNJr: 

R: 

H11Jr1 

R: 

RIIJ'r 1 

ll: 

HIIJ'r: 

He will be? 

Yes. Well you people will have llonsieur Cochran in 
just a 1110ment. 

Thank you. 

Bello. 

11r. Ruerr •••• 

Yes. 
The Aabassador - your Ambassador is sittinc r1ght 
here and when I•a through he wants to talk to you 

please. 
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R: Yes. 

RWJr: Just a moment, please. 

(Short pause) 

BIAJr: Hello. Hello. 

R: Hello. 

H!AJr : Yes. 

R: Yes. 

BIAJr: I s Cochran there? 
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the 
R: Yes. But you said you ' d give me Monsieur/ Ambas sador. 

B.IIJr: All right, Just a moment please. 

Count de Saint- Quentin, 
Fr ench 
Ambassador: Bello . 

R: Oui, Monsieur L' Ambassador. 

Ambassador: (Carr ies on lengthly conversBt ion in French with 
Rueff - almost tull length of a dictaphone r ecord) 

Cochran: Bello. 

811Jr: Hello, Cochran. 

C: Yes, llr. Secretary. 
(Laughs) 

UIIJr: Well now, whuld you/mind telling me where we stand 
please? 

C: 

BIIJr : 

C: 

HUJr: 

C: 

Bl&.Tr: 

Welli mos t of his plea was put into explaining a 
doub e rate, you see . 

A double wbat? 

A double rate. 

Yes. 

and a se.lUng 
Be s aid both a buying/ rate. 

lfothing specific enough for me to get it. 

Yes . 
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C: 

HIIJr: 

C: 

HIJJr: 

C: 

RliJr: 

C: 

HI!Jr : 

C: 

Bl&Jr: 

C: 

lliiJr: 

c: 

ll.Wr : 

C: 

llMJr : 

C: 
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He insisted that the Ambassador seek your confi­
dence that he is going down just toward that 
one s even f ive and so on . 

Yeah. 

And he is wUling to rectity that instruction 
tonight to g ive two rates • •• 

Yes . 
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Whether Rueff,would have the authority - I didn't 
get t he idea myself. 

Rave you got it now? 

No. I haven't yet . I was right here. They had 
gone into a huddle in t he other room for a minute . 

Well, I mean, won ' t they g i ve tha t through the 
Bank of France? 

Yes, but he -
t o the Bank of 
what you want . 
as to those 

they're going to give instructions 
France but I ' m not sure yet that it ' s 

And I ' d rather check up with Rueff 
rates, you see . 

Well , who r s in a buddl e? 

Rueff and the J.lini ster have gone in the other r oom; 
I' m here by myself -or with the Minister ' s secretary, 
you see. 

I see . 

And they 're in the other room and so I couldn't get 
a chance to confirm from Rueff my understanding - or 
rather his understanding of what they said because 
i t was not specific t o ae. 

Well, of course, the French Ambassador has given me 
an offi cial memorandum and - about this half franc 
business . See? 

Yes . 

I can' t r ead the French but there ' s a particular 
sentence which cover s t hat. See? 

A sentence which confirms the understanding of 
Rueff on that? 
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BIIJr : 

C: 

BIIJr I 

C: 

Herbert 
Fe is: 

C: 

Fe is : 

C: 

Fe is : 

C: 

French 
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Yes . Thq 1 Te g'iTen it to me otti cial..l7. Let • 
have Herbert read it to you 1n French. 

All right. 

And then maybe you could translate it -what you 
think it means. I went Herbert to read you 
this part right here. 

Yes. 

"In order to indicate ••• • - Oh - •Pour marquer son 
dhir de ten1r compte ••• " 

I don ' t get you, Herbert. 

"Pour marquer son d~s 1r de ten1r coJII)te des 
pr6occupations de Monsieur Morgenthau • • • • 
Got that? Hello? 

I'm sorry, I don ' t, Herbert. 

I t hink it might b e much better 1f t he Ambassador 
would read i t to you. 

All r ight • •• • 

Ambassador s Bello . 

C: May I suggest a not her way? 

Ambassador: Hello, Monsieur Coch­
Hello? 

C: Yes. 

Hello, Monsieur Cochran? 

Ambassador : Hello. Who is - Cochran speaking? 

C: Yes . Yes. 

Ambassador : Saint-Quentin. 

C: Yes . 

Ambassador s I'll giTin.g to you the French text . 

C: Yes. 
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•Pour flllrquer son d'sir de tenir compte des 
pr6occuptt1Dns de Monsieur llorcenthau, U a 
donn,, d~s hier so1r, des instructions pour 
que le cours du rranc par r apport t la liYre ••• • 

"· •• des hier aoir. , .• 

Ambassador: • • • des instructions ••• • 

C: • •• des instruct ions ••• • 

Ambassador: • ••• pour que le cours du franc ••• • 

C: • •• • pour ••• • 

Ambassador: • ... que le cours du ~ranc . .. • 

C: • ••• le eours du rranc ••• • 

Ambassador: " ••. par rapport { la liTre ... • 

C: " ••. par rapport.,. • 

Ambassador: " •• • 'a. la 11Yre • • • " 

C: " .. . t l a l ivre ... " 

Ambassador: • ... soit "' releTe ... • 
C: • .. . soit relev6' • •• • 

Ambassador: • ••• de zero tranc 50 •• • • 

C: • • •• de zero tranc 50 ••• • 
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Ambassador: • ••• au cours - au cours de la bourse de Rew York.• 

c: • •• • au cours ••• " 

Ambassador : n,,,de la bourse •• • • 

c: • ••• de l a bourse •• • " 

Ambassador: n,,,de Bew York.• 

c: • ••• de lew York . • 

Ambas sador : Peri od. 
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c: Yes, sir. 

Ambassador: •n a prescrit ••• • 

C: •n a prescrit ••• • 

Ambassador: • ••• qu1 on ag1sse ••• • 

C: What? 

Ambassador: • •• • qu1on ag1sse ••• • 

C: I don1 t get that . 

Ambassador: • ••• qu 'on ag1ss ••• • that- that 
action should be taken, you see • 

- that 

C: .Bello. 

Ambassador: •Il a prescrit qu•on a&isse pendant la journee 
d' aujourd 1hui a Paris 

a Paris . • 

C: •n a prescrit pour • • • ?" 

Ambassador : • ••• qu 1 on ag1sse • •• • 

C: OUi. 

Ambassador: • ••• pendant la journ~e d 1 aujourd 1hu1 • • • • 

C: • •• • pendant •• . • 

Ambassador: • • •• la journee • •• • 

C: " ••• la journ~e •. • • 

Ambassador: • • •• d• aujourd 1hui ••• • 

C: • ••• d •aujourd 1 hui •• • • 

Ambassador: " ••• i1 Par 1s •• • " 

C•. II ' p r1s II • • • a. a • • • 

Ambassador: • en vue ••• • • ••• en vue • •• " 

C: 
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Ambassador: • ••• en .ue • •• • 

c: Oh, • ••. en vue • • • • - yes. 

Ambassador: " ·· · d ' un rel $vement •• • • 

C: • ••. rel8vement ••• • 

Ambassador: • •• • equi valent • • • • 

C: • ••• ~quivalent • •• • 
• 

Ambassador: Ri&ht . 

C: Yes . . .. 
Ambassador: Well • •• • 

C: 

Ambassador: This was - I think that was about what llr. 

BlUr : 

C: 

l!liJr: 

C: . 

BIIJ'r : 

C: 

!i!.IJr: 

C: 

H!.!Jr: 

C: 

Morgenthau wanted to 

llello. 

Bello, Mr. Secretary. 

Mow, Cochran • ••• 

Yes . 

Morcenthau speakinc . 

Uh huh. 

Bow it's Just over that,"you see, i t 's the question­
the question that I 1 ve been raising 1s that it' not 
only did t hey tell you t h is but - ah - the Ambassador 
has gi ven me this official do~uaent whi ch we interpret 
that - that they would do another half a f r anc today. 

Yes . 

Mow, after you ' ve read the thing how do you interpret 
that? 

Now let me read i t here - some of it didn ' t come 
over well. 
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BJ(Jr: Yes . 

C: And Rueff i s r i ght here. Let me read it •••• 

llUJr: Well, Rueff 1111st have the original there. 
Rueff must have the original there, hasn ' t he? 

C: I 1 l.l ask him; one minute. 

(Short pause) 

HKJ'r : Bel.lo. 

C: 

HM.Tr: 

(Short pause) 

Bello. 

Bello. 

412 

C: This i s all mixed up here . We've got - Rueff ' s 
here now and we• ve got the fellow who was listening 
1n here, Marchandeau 1 s secretary, • •• 

B!IJr : Yes • 

C: • • • trying to figure t h is out now. May we have just 
a minute? 

BYJr: 

C: 

H!IJr: 

Surel;y? 

All right. 

Sure. I'll let -

C: .rust a minute. 

RIIJr: That ' s all right . 

Operator: Bello. 

I ' ll l et her hold it. 

BYJr: Bold on to t h is please . 

0: All right. 

RMJr: (Bangs up.) 

Regraded Uclassified



R. Merle 
Cochran : 

R'"Jr : 

(' : 

!{!IJr : 

c: 
H ~'Jr : 

c: 

rlL'Jr: 

(' : 

HMJr : 

C: 

(' : 

Hl!Jr: 

C: 

~'.\Jr : 

C: 

R'l.Jr : 

C: 

"!.•Jr : 

(' : 

Kr . Secretary . 

Yes . 

Friday 
!Jay 6 , 19.38 
2 : 06 p.m. 

. - 413 

Mr. Rueff has been 1n with the J.11nister and they've 
been speaking with the Bank of France . 

Yes . 

Now Rueff has come back and is with me here now. 

Yes . 

And he wants to know - I t old him that i t was our 
understanding that t he r~te wcs t o be lowered by 
two successive steps of fifty centimes each • ••• 

Yes • 

• •• one to be effective yesterday and the other to 
be effective within tVTenty-four hours • •• • 

Yes • 

• • t oday . 

That's right. 

I told him that was our understanding last night. 

Well that ' s what you told me - t hat t hey had in­
formed you c.nd \alson. 

I don ' t understand . 

That ' s what you told me - that llr . Bonnet and IJr • 
Marchandeau had told you and v.uson. 

That ' s righ t . 

Yes. Was Rueff present? 

Rueff v:as not present , no. 

Oh. 

The other day -- but he 1S right her e now. 

HUJr : Yes. 
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BI>IJ'r: 

C: 

HJ.IJr: 

C: 

EIMJr: 

C: 

BUJr: 

C: 

BYJr: 

C: 

BIIJr: 

C: 

Bl!Jr: 

C: 

lnLJr: 

C: 

- 2 -

And I• ve explained to his that I've expected the 
rate of the instruct i on to be fU'ty centimes below 
that of yesterday which was g iven to you people as 
one seven eight three two. 

Yes. 

And he said that he figured that that should have 
been one seven eight forty 1 which is f11'ty centimes 
below the rate here and one seven eight ninety. 
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And he says they now - t o reduce this - will give a 
new instruction to be fifty centimes under one or the 
other amount. 

Well now, just a minute . 

And that would bring it to one seven seven ninety 
according to his figures • • • 

Yes. 

And to one seven seven point eighty-two according 
to mine. 

Well , you let the French Government decide which 
they want. 

Beg pardon'l 

It • s illlaater:Lal - l e t the French Government decide 
which they want. 

Ah - whichever one of the two they want? 

Yeah - but tell me now which it's going t o be. 

All right. One moment . 

(Pause while Cochran talks to Rueff) 

Bel~. t 

Rueff is going in the other room to,~he Ministe r to 

decide on which of those. 

Yes. I don't want to decide that. 

All right. Be' s going t o decide and call aae back. 
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!UIJ'r: 

C: 

liliJr: 

C: 

HIAJr: 

C: 

lii!Jr : 

C: 

HMJ'r: 

C: 

HIAJr: 

C: 

HI!Jr: 

C: 

IU4Jr: 

C: 

S!IJr : 

C: 
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Be either one seventy-seven n inety or one seventy­
seven eighty-two. 

That ' s right. 

Uh huh. 
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Be said that fifty centimes below yesterday' s r ate 
which you b ad, which was one seven eight three t wo , 
would be one seven seven eight seven. They're 
figuring it - they ' re figuring t wo successive 
reductions of fifty centimes on their own rate here 
yesterday • ••• 

Yeah • 

• • • which was one seventy-eight ninety. 

Yes. 

You see . 

Yes. Well now, was there any discuss ion as to what 
did t ake place yesterday? 

\'/hat was that? 

I mean what - did they discuss with you about the 
questi on of the two successive lowerings or the franc -
a half a franc each time? 

I heard just every other word on what they're trying 
to do . 

Oh . But the answer i s t hey ' re going to do i t anyway -
that's t he answer . 

All right . Well, just a minute, these French will 
answer now. 

Please. 

And t hey ' l l g ive us a definite answer on one or those 

r ates . 

I f you please. 

Yes. 

(Long pause) 
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HJIJr : 

c: 

C: 

81&Jr: 

C: 

Rueff: 

BJIJr: 

R: 

BJ&.Jr: 

R: 

HIIJr: 

R: 

HII.Jr: 

R: 

HIIJr: 

R: 

HIIJr: 

R: 

- 4-

Bello. 

Just a 1110ment. Ruett is talking to me now. Just 
one second. 

(Short pause) 

Kay I ask Rueff to speak to you directly? 

It you please . 

All right, sir. 

Hello . 

Bello, Kr. Ruetf . 

Secretary? 

Yes . 
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• • • Just finished a t alk by telephone to the 
Bank of England through Marchandeau and through 
Bonnet. Jlarchandeau and Bonnet, sir, want me to make 
you - give you 

Give what? 

Give you best regards. 

Thank you so auch. 

And ~~~&mbers ot the Treasury. Bonnet that 
first statement t hat you questioned - asked me what 
they were because ot the 110vement which 
will be on this Monday in the Hew York Market. 

Yes. 

And now he says - Karchandeau says that he will 
press the Bank of France t o give as the miniliUm 
rate one seven seven ninety. 

I understand - one seven seven ninety. 

Be said they understood t hat this rate 1s the min1Jaul 
r ate 1n case we continue to 
Bello? 

BIIJr: Yes. 
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HIIJ'r: 

R: 

HIIJ'r: 

R: 

RIIJ'r: 

R: 

R: 

li1&.Jr: 

R: 

Hr.IJr : 

R: 

B.JJr: 

R: 

HMJr: 

R: 

HMJ'r: 

R: 

HIIJ'r: 

R: 
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Hew York. 

Yes . 

There has to be another release which will be !rom 

I see. Well now, Mr. Ruerr •• •• 

What? 

Do you understand me? 

Yes . 

May I say first tha t your Ambas sador here has been 
most helpful to me. 

Be has? 

And it 1 s b een a great comfort to have him here. 

Really? - a very complica ted matter? 

It 1 s been a great comfort to have him here - your 
Ambassador. 

Yes . 

Please tell Mr. lllarchandeau to te1l llr . Bonnet • • • 

Yes • 

• • • that the French Ambassador has been most he.l ptul 
during this whole week. 

Yes. Thank you so auch. You ' re very kind aud we 1ll 
send that right over . 

Yes. Now • •• 

misunderstood what Bonnet said? 

Well, what I would like to s ay is this: Throuch 
your Ambassador and through Cochran I understand that 
you are going to try over a period o! the next few 
days to gradually lower the franc • 

•• • gradually • ••• 

• 
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Lower - lower the r ate. 

Yes. 

Bello? 

Yes. .. 
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Now I am not going to attempt to tell you each hour 
what that should be or how many centimes it should 
be. 

Yes. 

I am going to accept the good faith of the French 
Government as to their obJect ives. 

fitty centilMs 
the rate which has been indicated 

a t the convention of yesterday - has been filled up -
closed in. 

Oh. Well, I accept that. 

Yes . Secondly, it is their intention to lower the 
rate - the rates whi ch are now Hello? 

Yes, I understand. 

Yes. 
dent in their 
direction. 

said they'd asked you to be confi-
intention which he you in this 

Well, I think I understand. 

Yes. I 'm sorry flfil English i s no good. 

Well, it f1fi1 French were one t h ird as good I would be 
happy . 

Yes . All r ight . 

So I think we understand each other and I hope over 
the next week or ten days that this whole question 
will work out satisfactor1lr. 

I hope so . 

liiLTr: Yes. 
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~ good thoughts again, Monsieur Secretar7. 

Pardon me? 

I send you rtf¥ good thoughts again. 

Thank you so 111.1ch and rtf¥ best regards to llr. 
Karchandeau, and •••• • 

Thank you so 1111.1ch. They t old me that they ' re 
sorry they can't speak English but 

And I 1 m sorry I cannot speak French. 

And I ' ll give you Cochran again. 

Thank you. 

Cochran alone? 

Yes . 

Cochran has been also the mos t helpful in our whole 
negotiation. 

Fine . 

Thank you. 

Hello Yr . Secretary . 

Cochran . 

Yes . 

This 1s "llhat I said. I am not going to attempt to 
tell the French Government how 111.1ch - what the r ate 
should be hourly by centimes • • • 

Uh huh. 

I am going to a ccept t heir statement that they wish 
to progress ively lower the rate. 

Yes. 
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Operator: 

!IIIJr : 

Operator: 

!U!Jr : 

0 : 

HliJr: 

0: 

HMJr : 

0: 
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'fhey m st keep in mind t hat the r ate at present is 
a bea'9Y drain on Belgium. The tact that they have 
gained money so rapidly and in such large quantities 
shows that the,v have lowered it too tar. And they ' re 
sure the French Government doesn't want to gain an 
advantage over another member ,of the Tri- partite. 
Hello? Hello? Hello? Hello? 

J'ust a moment, sir. 

Hello. Hello. Hello. 

Operator: 

Yes. They're gone. 

Were you cut off ? 

What 1 s that? 

Were you cut ott? 

Yes. 
All right. I' ll get t hem right back tor you. 
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The Kinia\er ot Pt nanoe \hanka t he Secret· r7 ot \he 

Tr ea aur7 t or t.he trhndlJ vndere\anding which he hzta ahown 

during Ule oon•ereaUona Jus t held. To indicate hh dea1re 

t o t ake Mr. Morgenthau•a concern 1nto account, he ha a g11'an 

inAtruo\iona ainoe J ea\erda7 e•ening th~ t the r ate ot the 

rr~nc i n ralet1on \ o the povnd be raiaed 0 tranoa .50 
(50 oenu .. a7 i n t he New York aa rket. He baa ordered t ha t 

!lOtion be taken during t he deJ, todaJ, a t p,. r ia, with a 

view t o an equivalent inc~~ ae. 

16 . Marobandeau abarea fir . Jiorgenthav' a concern. However, 

•htle o1t1ng the relationahl p or tranlt collaboration wbieb 

exlata between the t wo oovntrlea he l a anxloua not to conceal 

rroa the Seoretan t hat t he above inatruot1ona run the rlak 

or redvoing t he etrioao7 ot t he operation whloh he hae ln 

view. Thle operation baa r or lta objectl•e the atta1naent 

or t he lowe et and a t t he aaae tiae t he e t ableet poealble l eTel , 

bJ a elow and oontlnuoue appreciation or t he tranc r a te. The 

onlJ l lal t t o the appreo la t1on oon taapl .a t ed would be a rate 

which algb\ be dlrrlovlt t o detend and a t wh1oh the etab1 11t7 

or the tranc would agai n be threatened. 

But \ h1e operation b7 no aeana excludee t he poa oib111t7 

or br1D&1ng the trano t o a l evel lo• er t han 175 t o the pound. 

Be that ae 1t a&J, the conteapl a te4 opera tion will be prowe­

cuted troa t he laval e above ind1c•· te4. lloreonr the Minlater 

or Finance will al•aJ S be a t t he d1epoaal ot llr. llorgenth&u 

to keep hla 1nto~ed ot the oondl tione 1n which the operation 

wi ll develop. He bae too aucb appreolati on t or the cordial 

cooper a tion ot the eeoretar7 ot the Treaaur7 not t o dealre 

ita deTe lopaent within t he r r aae•or k or t he Tripa rti t e Accord 

to whloh he reaaina deeplJ a ttached. 

(Trsnelated b7 8. Adler 
Checked b7 H. D. l hi \e) 
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Secr etar y of State, 

Washington, 

381, Hay 6 , 7 p. m. 

• 

PLAIN 

London 

Doted May s , 1938 

Rec 1d 2 : 56 p, m. 

FOR TREASURY PROM BO'l'TERI'IORTH. 

The Bri ti~h press has given the new franc and the 

Daladitr decrees a good srnd- off and the comment of the 

DAILY TEL:ORAPH is typical : " ThE outlook at thE moment 

appears uncommonly favorable but before passing a final 

jUdgmEnt it WOUld bE prudent to wait On thE EVEnts of 

the decisivE weeks that lit ahead" . 

ThE TIMES ooncl udca its Editori al b> saying: 

"cErtai nly DaladiEr has a great opportun1ty. Capital 

has begun to return . It will remain and mot·c voi ll follow 

iC by a comprehensive seri Es of measures i nvolving 

something like equal sacrificEs from all classes, he 

can provide the psychological stimulus necEssar y to 

break through the vicious circlE in which French 

industry and enterpris~ have bEEn impri soned. Possibly 

thE most i nnnediatE danger is that depreci a tion maybE 

followEd by a rise in pri cEs whtch would inevitably lead 

to 
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- 2- #381 , Moy 6 , 7 p . m. , from London. 

to dEmands for 1ncrcoscd wages and renEwEd labour unrest . 

Mcosurts hove a lrED.dy been promised to mEEt this 

possibility; but it is h-:>rd to sec how it con be checked 

without somE bold departurE from protEctionist · thEory 

in the dirEct i on of cncourogi ng internat ional trade" . 

The FINANCIAL TI~ES concludes : "thE tripartitE 

agreement has been b~dly strained from tim£ to time, but 

international commErcE as well os financE owes 11 debt of 

gratitude to our own country ~nd ffinErico. for thE 

oympo.thEtic :md o.ccommod'\Ung o.tt t tudE whiah has 

permit ted the prEs~tng dE~nds of Frr ncc to b£ met wi thout 

disrupting thE rr~mEwork or the pact . This mE~ns that 

the franc r ill still have this support in casE of need 

of Fr~nce ' s ossoctatcs therein. LittlE of tho.t will bt 

necessary if the nation rallies as it should round 

t! , DalodiEr. On the contrar y if he e r n infUsE his 01'1T1 

opirit into his people he v~Ul initia te t he long desired 

rcpntrio t ion of capitc.l ;·1hich i s ncccssory to thE 

revivification of industry although even thEn the 

bearing of social policy upon commercial activities will 

have to be narrov.•ly wr. tchcd. " 

The FINANCIAL NEWS concludes : "there is no longer 

• ny r Eason excEpt the politic~l one to prEvEnt FrenchmEn 

from 
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- 3- ;7381 , M!ly 6 , 7 p. m. , from London, 

from bringing their 1\mds back to P!lris , Thi s mmns in 

effect that whilE N, D~ladier r.nd M. Reyn~ud art the 

eff Ective controllers of French policy ther e t s n renl 

hopE thnt conf1dtnct nnd capital will return , But 

confidence nnd cap1 tc.l will not return unless tht 

poli t ical outlook i3 rc~sonably cltnr nnd unless 

M, Daladitr ond M, Reynaud s tcm likely to remain in 

powEr, Rcpatri~tion may therefore be only on a relatively 

small scale until M. D~lnditr has met tht Chamber nnd hns 

shovm to the n~t1on th". t ht rctr.ins tht Chc.mbcr' s 

confidence , If ot that stcgt tht b!lsis of tht Government 

coul d bt broodtntd undtr tht leadership of W4 Dnlnditr 

and Reynaud then tht outlook uould i ndEEd be good, 

But i n tht intervening period, thtrt art n number of 

vr.ry diff icult problems r~hich must bt solvEd failurE 

on :my ont of VJhich might havE the most serious effects 

upon thE stability of t he Gov~rnmcnt, Thtrt i s thE 

lntvi tc.blt l!lbour problem t:hteh must nlwnys come to the 

fore as soon ~s prices b EGin to rtsc end which is now 

rendered diffi cult by the obvious confusion of the 

parti es of the Left . There i 3 thE problcm of a rms 

production. And there is the problem of the financing 

of public expenditure . But M, Dal:;.ditr ha s made an 

exc ellent 
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- 4- #381, M~y 6 1 7 p. m., from London . 

excellent start ~ He bcg~n by s ettling ~ s t rike wave 

which tbre:1tened to be '\ ocrious mmnce1 He continued by 

a very satisfactory conferenc e in London. And now hE 

has tacklEd thE problEm of t h e franc with vi gour ~nd 

dEtermination. The prospect is certainly beginning to 

clear" . 

The franc ha s conti nued bid throughout the day but 

the volume of today ' s mov ement has been about half of 

yesterday ' s exccptionelly l ar ge nm0unt. The franc opened 

a t 178- \ , moved to 3/8, ~nd closed a t l/4 . Sentiment 

continuea favor~blc . 

The B:mk of Ent;l~nd hos informed the market thnt the 

restrictions on de 'llings in forvrard gol d (U'e removed. 

KENNEDY 

HPD 
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1....,-,C"tr·r: CORRESPONDENCE 

co•nomus. fiLII 

DATE •• , 8, 1111t 

suaJt:c:n tm.IPilon COJm•tttOJ ma 
ft . .__J,JaiiU. ___ _ aw or n11a. 

Oanpel oalle4 •• a\ 1111 e d eaed llb.ther •• bad 

reoelYM bla o•~• 1818 'Oar 114 fODI' 110 plMae alter 11aUa w 

178.11 ed 178.• reapeo\1Yal7o • I repUe4 tha\ 1t bed t-n .,,. 
"".A:I~ 

hllldM \o ••• I• requene4 that •• DOW !lake tbe 11a1ta 1,1,01 te 
-179/-0 • 

.. u usd 171,08 w bq, tbla, he elatae4, waa ..U•al•' te 1T'I'.to 

IlleS 171,1!0, ellowlal tor broller-.e, u 11reed upOD b)' Ill'. lloJ'IeU.., 

D1d I fiHe 11Uh bl• oeleulaU011f I replied the' I would hen \e 

1et buq ed ttpre U ODt• •-11b11e, I •aid, trusoa were here 

e.ao ortered, equtn1et \o 178.Z'I' per pound •hrl.iD• ed the 

•arltet ... ••1'1 qutn. 

P. 1. the eboYe oalc:lllations era corren. 
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1 _,\a \ell8 We .,.n.t\7 h \MU 
,_ pen ollall7 tar ,..u .,......,,le _..nte"l ... 

1 whll tlla\ ,_ -:14 .. _.. ,. \e Dr. lerlMr\ 

''"• •r. uwta o. wu-. ""· a ... 1'1• OeaUu 
ae4 ltr . nllt.a. • • h\toner\11 A7'"' epp-la­
Uoe t or ,._ nr,- .. le .. ,.__ *'• \llaF tlaw 
aple &lftA M tulaoc ~ll paet welt· 

l l\11 klJI ,....ta, l II to 

1'be I JJN\arF of Mate . 
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PARAPHRASE OF TELI<IWI RECEIVJ:D 

FROM: Aaerioan lalbassy, Paris, France 

DATE: Way 6 , 1938, 6 p .m. 

NO.; 717 

4213 

STRICTLY CONFIDENTIAL. I am giving below, for trans­

mission to the Secretary of the Treasury, a brief summary 

of my conversations yesterday in order to round out the 

record for him. 

Yesterday after noon a~ &iter four o ' clock I 

bad a telephone call from Bonnet Who asked me to come to 

see him immediately. When I called on Bonnet (he was 

visibly disturbed) he eaid that the Prime Minister had 

told him the Finance Minister had received a message from 

Mr. llorgentbau wh ich was understood t o mean that unless 

the French brought t ee rate for the franc back to 175 to 

the pound that afternoon the Tripartite Agreement would be 

regarded as ended. The situation of France internally and 

externally was mentioned by Bonnet. He said that the 

French Government intended to br ing the rate down gradually 

to 175. If it should try to do so at one stroke , t hey 

would be defeating the purpose of the monetary operation, 

which was to encourage capital to come back to France. 

The Government would probably fall if they failed i n this, 

and a most serious situation would arise. Bonnet appealed 

to me to t6lepbone the Secretary of the Treasury and 

explain the situation to him. 

tND SECTION ONE. 

&\:LWW 
WI LSON. 
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P.L'l.U'HRJ.SJ:, SJWTIONS TWO TO SIX I IICLUSIVJ:, 10. 717 

of Jla:r 8, 1938, !rom PARIS. ' 

I told h111 that I thought I ought to explain certain 

Jll8.tters as the:r appeared to 11e, in an e!!ort to clear up 

misunderstandings. I was posted on the situation beoauae 

Cochran had kept me !ullr infor11ed o! his conversations 

and messages delivered back and !orth. 

I told Bonnet that I understood the Tripartite call ed 

for consultation and presupposed a !rank and !riendl:r ex­

change of views among the parties to the arr ang811ent . 

Cochran had, under instructions !rom the Secretary o! the 

Treasury, twice sought information as to the financial 

plans o! the pr esent Govern...ent since it came i nto o!!ioe. 

Only the vaguest replies had b een given him. Of course 

I appreciated that this was due to the faot that· the 

Gover!llllent had not been able to !ol'lllUlate ita plana until 

the last minute. But the !act nevertheless remained that 

no in.for.ation had been given to Secretary ltorgenthau. 

Without prior consultation, Kr. Korgenthau was suddenly 

confronted wi th a fait accompli in the fora of a message 

that the franc would be devalued -'o a rate of 175. 

secretary Korgentbau gave the matter consideration, and 

wiahing to help the French Government in its present d1!!i­

cult1es, had accepted this devaluation and had given out 

a atate11ent 11ost friendly and helptul to the J'renob. 

He had done thiB on ~ hil understanding that a rate of 

429 
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of 175 to the pound would not be exceeded, However , con­

trary t o hie underst anding the franc had opened at a rata 

of 179 to t he pound. I t seemed to me that Bonnet , under 

the circumstances, could appreciate that Secretary Morgen­

thau had found himself in a very difficult position . 

The Foreign Uiniat er said that he wao greatly embarrassed 

and upset about t he matter; he said he was not lUnister of 

Finance and had not made the decjsions. However , he told 

me that I could assure the Secretary of t he Treasury that 

in a week or ten days ' time t he franc would be brought back 

to •about• 175. I told him that it might be desirable to 

give me the assurance in definite form before I communicated 

with t he Secretary of the Treasury. The Foreign Minister 

began t o write out something, and then said he would first 

have to get the appr oval of the Prime Minist er, and t r ied 

to get him by telephone. Apparently the Prime Minister 

h es itated to give thic approval, and said he would have 

to consult with the Finance Mi nister and with Governor 

Fournier. Bonnet then said that he would telephone me as 

soon a s h e got a statement from the Finance Minist er 

he was authorized to give me for transmission to the 

secretary of the Treasury . 

which 

After I got back to t he EmbasSY I found Oochran 

talking with t he secretary of the Treasury by telephone. 

I reported my conver sation with t he Foreign ll1nister. 
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Secretary Morgentbau told me that hie message to the 

Finance ll1n1eter was not (repeat not) an (omission) • how­

e•er , the manner in whi ch this matter had been handled 

by the French had deeply shocked hill . He had gone beyond 

anything that could have been exp ected of him, out of 

sympathy with the French people. But there was a 11m1 t 

beyond whi ch be could not go. The franc remained pegged 

i n lew York, and be said he must insist that inetruotione 

for lowering the rate be gi•en todaYJ he was i ne1ot1ng 

upon this as a sign of good fa1 t b on the part of the 

431 

Frenoh. The telephone was then taken over by Herbert Fete, 

who eaid that while he had had no opportunity to dieoues 

this development wi th the Secret ary of State, and while 

it was clear that we must compose t hese difficulties and 

maintain an undisturbed financial relationship, he agreed 

fully with the position t aken by t he Secretary of the 

Treasury. I aleo, said I was in agreement with this position, 

and would tell Bonnet about it. 

Up to six o ' clock I bad not heard from Bonnet , so I 

t elephoned to hia and said t hat I had Y.lked wi th t he 

secretary of the Treasury while waiti ng to hear froa hia, 

1 believed that 1f we could ha•e another talk it would be 

useful. Bonnet told me that the Br itish Ambassador wae 

with hi a at the t i ae, and that in a few minutes I should 
COM 
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COIItOVBr • 

Uarchandeau , accompanied by Cochran, arrived while I 

was waiting at the Foreign Office, and after the British 

Ambassador had left we all went in t ogether to see Bonnet. 

The Finance l.!ini star explained why his experts had found i t 

necessar y t o begin at 179 in order to realize the greatest 

benefit of the monetary operation. He insisted that they 

i ntended to br i ng the rata down below 175 to the pound. 

Than BoDD!t said that Daladier had just told hilll that the 

Chancellor of the Exchequer had just sent hilll a message 

congratulating the French Government on the way the monetary 

operation bad been handled~ the Chancellor ' s message , he 

said, stated that while the rate of 179 to the pound seemed 

to be too high and might put BelgiU!II in a difficult position, 

he was happy to have received t he a8Bur ance that the rate 

would be lowered. In addition the Chancellor stated that 

should be be questioned about the operation in the House 

of Commons be would say that the British Government was 

satisfied with the way it had been carr i ed out , and that 

assurances had been r eceived t hat the rate would be lowered. 

The Foreign Yini ster said that this message had been a 

great h elp to t hem, and he failed to ass why we should be 

so disturbed in view of the attitude the British bad taken. 

I told Bonnet that the secretary of the Treasury had 

told me oYer the telephone that be bad been informed by 
the 

Regraded Uclassified



433 

- 5-

the British Treasury that they were in agreement that 

the rate should be brought back to 175 to the pound that 

very day. 

I then gave Bonnet and J.!archandeau the message wh ioh 

the Secretary of the Treasury had given to me, and ~dded 

that it seemed to me that more than a f ew hundred million 

franc s was involved in the matter - it was a matter of 

keepin.g up the spirit of the Tripartite and preventing 

futur e difficulties of this kind. 

The Minister of Finance said that he was prepared to 

giv e orders illllllediately to lower the rate by 50 centimes 

by the close of the day ' s dealings in New York, and by 

another 50 centimes in Paris .~he next day. He would con­

t i nue to bring it down by smaller nmounts next week as 

favorable opportunities were pr esented, ~rchandeau and 

Bonnet insisted that the Gover nment i ntended to bri ng the 

rate be low 175 to the pound. The Minister of Finance then 

telephoned to the Bank of France and instructed it to 

bring the rate down in New York by 50 centimes that after-

noon. 
The Foreign ~ini ster, Bonnet, during the course of the 

conversation , said that he knew the sincer ity of t he friend­

ship which the secretary of the Trea sury had for France 

and appreciated all that Secretary Uorgentoau had done to 

help them; he very muon regretted tbat t he incident bad 
COliS 
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come up. 

When we bad finished talking, the Minister of J'inance 

sai d that be hoped the Secretary of the Treasury would 

understand the great pressure and difficulties under wbiob 

be bad been working and that be •would continue to have 

sympathy for the French Finance Minister•. 

...J!.~_I 13r: b_ack to the Embassy, I 

secretary of tbe'"Treasury and gave hilll 

conversation. 

EtlD MESSAGE. 

telephoned to the 

a report of this 

WILSON, 
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The reply c011111unicated on behalf of 

Hia Kajesty'a Government to the French Financial 

Attach& a t 7.30 p. m. on the 4th May was in the 

following terms. 

"Hie Ma jesty' s Government r egret to learn 

from the communication made to t he Chancellor or 

the EXchequer by the Prench Ambassador on May 2nd 

t hat the Prench Government considered it ~oaaible 

to maintain t he current rate or the tranc and that 

they felt they had no alternative but to allow the 

franc to tall to a rate in the neighbourhood of 175. 

At the same time ilia Majesty ' s Government t akes due 

note of the intention of the French Government as 

explained by Monsieur Bonnet to t he Chancellor of 

the EXchequer to achieve as the eventual result 

ot their policy a rate corresponding to the economic 

position and giving t o Prance no competitive trade 

advantage. Tbey note elao t he assurance given by 

the French Government to t he United s tates Government 

on llBY 4th as to the f i nality of the present reduction. 

common with the United s tate• oovernment 
• 

aa continuing in full operati on. 
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In reply r efer t o 
EA 

lly de.r Henry : 

DEPARTMENT OF STATE 

WASHI NGTON 

llay 7 , 1938 

I am glad that the Depart ment bas been able to be 

of ass istance i n your di:!ficult task of sustaining the 

Tripartite Agr eement during t he past difficult week. 

437 

I appreciate your kind r eference to me, and I have 

bad pleasure i n conveying your message of appr eciation 

to lleesr s . Fe1s , Wilson, Ooobran, and Butterwor th. 

Sincerely yours, 

The Honorable 

Henry llor gentbAU, Jr. , 

secretary of t he Tr easury. 
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DEPARTMENT OF STATE 
WASHINGTON 

May 7. 1938. 

~y dear Kr. Secretary: 
There is enclosed for your conf idential informa-

tion one copy of paraphrase of sections t wo to six, 

incluaiYe, of telegram llo. 717 of May 6, 1938, !rca 

Kr. Wilson in Paris. 
Sincerely your s , 

438 

Herbert Feis, 
Adviser on Int ernational 

EconOllliC Affairs. 

Enclosure: 

Sectionsa--6, Jlo. 717 
!rom paris, Kay 6. 

The Honorable 
HenrY Korgenthau, Jr., 

secretary of the Treasury. 
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EG GRAY 

Bern 

Dated May 7 1 19:38 

Rcc 1d 7:40 a . m. 

439 

Secr etary of State, 

llt>Shington. 
-~ -

33
1 

May 7, 11 a . m. 

FOR THE SECRETARY OF THE TREASURY 

One. According to National Conk sources outgo of 

capital from Switzerland i n the past two days since 

deval uation French franc has amounted to about 

70 , 000, 000 Swiss francs i ncluding 501000 , 000 r e­

patri ated French capital , bal ance mainly transfer of 

part of rEcent Swiss Bank consortiu= credit of 40 , 000, 000 

francs to Argentine Government . Return movonmt of 

French capi tal alr eady shows a tendency to slackEn. 

This movonEnt , I havE bEEn t old, may not bE fully 

rEflEcted i n Nat i onal Bank' s next wEEkly statemEnt bE­

caus e of a partiallY concealing Effect of Swiss equal i -

zation fund opErations. 
Two. Bank authoritiES still ESt imatE that French 

capital amounti ng to at least 500, 000, 000 Swiss franca 

wil l bE repatriatEd under favorable conditi ons in Prance. 

HARRISON 

wwc :HPD 
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EG 

Stortt ary of State, 

Washington. 

383, May 7 , 1 p ,m, 

GRAY 

Lop don 

DatEd May 7 , 1938 

Rto 1d 8 :20 a. m. 

FOR TR EASURY FRO!l B1Jl'TERVIORTH 

ThE Fro1ch control hEl d thE frano at 177 7/8; 

a t noon whEn thE cont.rol wtnt out thE ratE movEd 

to 177 5/8. ThE vol\lniE was not as largE as yEst Er­

day but markEt s EntimEnt continuEs favorablE to 

covEring and rEpatriation . 

KENNEDY 

KLP 

440 
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FS 

SECrEtary of StatE , 

\'lashing ton. 

GRAY 

Paris 

DatEd May 7, 1938 

REc ' d 11:45 a . m. 

720, Uay 7 1 9 a . m. (SECTION ONE) 

PRC!.i COCHRAN . 

441 

ThE following paragraphs of principal intErEst ar£ 

EXCEr ptEd from tl:£ 8th annual report of thE BIS which 

will bE r£ndEr~c1 at 3 :30 !londa,.,. Ma; !I btforE which hour 

no publicity 3h~uld b E givEn: 

OnE . "S-,'.l1Uldng up thE v:holv. picturE of thE rEcovEring 

from thE SEVErE dEprESSiOn of 1929- 32; it cay bE said that 

thE world Economy fought its way baCk to recovery in 

abnormally advErse circ~tancEs, and that thE natural 

forcEs of rEcovEry ncrE partly strEngthEnEd, partly 

hampErEd, by t hE action of govcrnmmts . In EuropE , 

whErE thE a dvErsE ElEmEnts wErE strongest, rEcovery was 

ehortii'.) s igns of stabilitY by U3G, though of coursE many 

abnorn-.:21 factor s wErE still n t worl<. ThE sEtback Expcricnc~u 

in thE world in thE following y ear originatEd in thE UnitEd 

K11)8dom, and in this respect thE dEvclopm:nts i n that countr, 

ln no country EXCEpt those 

in 
art of part :!.cular importancE . 
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in Which th£ govcrnncnt practically controls thE wholE 

of econo~ic life , has administr~tivt action been so 

3trons one! \lidely spread. ~T o country is so naturally 

indepcnc~cnt of othl:r countries and so well protected 

against i~tcrnational poli tical t roubles . NowhErE , 

ho\'ltvEr , :~s the reaction been 30 violent . It has 

proved ~o ~e infinitely more difficult to d irec t thE 

442 

trend of : cono::t.i.c lifE by govcrru.1tnt action, even in a 

country \J i';!l a VE"t'Y l arge horJt ~::lrlctt and an organized 

banking aystcw, \Ohan t:1c t~Eignt of w~::.l studi ed c.:pcriencz 

and the o.'c·~cnti vz su~·vey of coononio ucvcloptlents en­

courac cd ).!.:.."ly t o bclic vt . (El:D SECTIO~' ONE ) 

BULUTT 
KLP : G'.I 

.. 
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SEcrttary of Statt, 

Washington . 

GRAY 

Paris 

DatEd :day 7 , 1938 

REc 1d 10 :15 a . m. 

720 , ).lay 7 , 9 a .m. Lscc. Two) 

443 

ThE rtcovEry in thE past few ycars in thE UnitEd 

Statts was not in fact markEd by a lar gE d EvElopment 

of n Ew invEstment in capital equipment . ThErE was a 

better usE of productive capacity alrtady Existing 

but no widEsp!'tad increase of capacity. This stEms t o 

provE thE corrEctnE~s of the assumpti on that only a risE 

in tht r ate of nt:Yt i nves t ment can providE a more durablE 

basis f or an upswing in bus i ness activity. ThE mc7t 

s t imulation of consumption by Govtrnmcnt cxptnditurt 

or - as in FrancE - by suddenly imputed labor conditions 

doES not providE business activity r:ith this basis . I t 

may stimulatE when it is introducEd but it docs not 

awal<tn thE morE normal and pcrmancnt motivE forcEs o.nd 

if it puts t oo hEavy a burdEn upon producti on thE 

ultimatE EffEct may EVEn bE thE reversE of that i ntended,. 

suLLITT 

W'!IC :GIV 
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JR GRAY 

Paris 

Dated May 7 1 1938 

Rco ' d 2 p. m. 

44~ 

Secretary of State, 

Washington. 

720, llay 7 , 9 a .m. (SECTION TRREE). 

Two. C.orl d product i on of gold increasEd by fivE 

pEr c Ent i n 1937 i . E. a t a l ower r a te than in previous 

ytors. The 3lo· ·ing up of t h E incrEase has bttn due almost 

wholly to a declinE in tht nbsolut e amount of U. s . S. R. 

production from 1936 to 1937 . Shipments from thE cast have 

1 ost their importance u s for ns dthoardcd gold from China 

and Indta ts oonc trntd, but expor t s of gold from Japan to 

cover commErcia l and other needs attained almost 

_,250, 0<Y.> , OOO. In 'P.tstcrn countriES thE dthoarding 

movemEnt t hat began in t hE last quartEr of 1936 continued 

during thE f i rst half of 1937, reaching in ninE monthS 

ncorly ·~ l ,OOO,OOO,OOO ; gold hoar ds located <.n London wer t 

reducEd by morE th~n hal f . 
I n this as in other fields thE change in thE situation 

tn thE l ast h~lf of thE yc~r nas su~dtn ~nd unexpec ted; 

under thE inf lntnct o f r:~.llinC ooc:nodi ty prices, a set back 
in 
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· 2 - #720 , !by 7 , 9 a ,m, (SEC1'ION THREE) f r om Parts , 

in 1ndustri~l production, especi ally i n t he Uni t ed States 

ond rumors of ~ further dtvQlunti on or t h e dollar 

~nprchtnsivt holders of currencies aga i n turned t o gold 

as n refuge , Some 150 to 200 million dollars gold was 

reabsorbed into priv~tc hoards, while the monetary 
.. ' 

~utho?ttics in a number of countries , from which gold had 

flovcd i n the spring, m~de ~ubstnnttal purchases , In 

llovcmbcr and December U'37 t hErE wAs n net expor t of gol d 

from t he United States ; ~nd in the autumn the Br iti sh 

cxohnng t equalizati on account supplied some of the gold 

needed on the mnrltet out of i ts 01-m accumul'lt t d holdings , 

Even so, the gold reserves of the United Statts and the 

United Kingdom .,ere greatly incruscd over thc ycnr; and 

th\ s ir. true also of the Netherlands, The total gold 

'lC~ui~itions of these three countries in 1937 were 

nearly tr:ic c ~s hiGh ~.s the curren t gold production now 

running ~t o r otc of $1 , 2?.0, 000, 000 a year , 

BULLITT 
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Washington 
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PARIS 

DatEd May 7 , 1938 

Rtc ' d 2 :30p. m. 

720, May 7 1 9 aomo (SECTION FOUR) 

44b 

ThrEEo ThE mEasurEs that havE bttn takEn in thE 

Uni tEd StatEs duri ng thE past two and a half ytars to 

control thE impact of gold movtmtnts on thE crEdit syst~ 

havE not bEEn rElatEd to tht workinG of thE American 
\ 

ExchangE stab1lization fund. This rund was f ormEd in 1934 

by thE allocation of $2 , 000 , 000, 000 in gold out of t he 

1profits 1 f r om thE r Evaluation of thE country gold stock. 

It has b ttn htl d i n its original form Except for 

$200
1
000

1
000 pl acEd with thE Ftdtral RES ErVE Banks as a 

working balance. From timt to t1mE thE fund has Engaged 

in exchangE and gold opErations; as , howevEr, thE dollar 

has bEEn t iEd to gold thE nttd for such operations bas 

not bEEn as grEat as in those countriES whtrt no gol d 

pricE has b EEn f i xtdo By t hE naturE of i ts rEsources tht 

fund could pl ay no part in thE told stErilization pol i cy 

inaugurat ed at tht tnd of 1936. To offset thE expansion 

of thE crEdit bast that normally results from an influx 

of gol d salES of securitiES art nEoEssary but thE 

Amtrican fund unlikE thE British exchangE Equalization 

account bas not bEEn givtn borrowing powers i . E. thE 

r i ght to acquirE gold against solES of sEcuritiEs. Tht 

poliCY adoptEd durins tht ptri od of businEss expans i on t o 
ocnmtaoaot 
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countEract an EXCEssivE incrEas E in thE cash rEsErvEs of 

thE banking syston took two diffErEnt forms : (onE) 

stErilization t i"U'ough tht pu'C'ehasE of gold agai nst salts 

ot stouritiEs by ~hE TrEasury itsElf• this gold constitut­

ing t b£ so- callEd • ~nactivE fund ' which rosE to a maximum 

ot $1. 40o. ooo.ooo in thE sEcond wEEk or SEptEmbEr 1937; 

and (two) an incrEasE in thE lEgal cash rEsErvE rEquirE­

mEnts of thE mEmbEr banks . By thESE mEaSur ES thE EXCESS 

rESErVES or thE :nEl!!bEr banks or thE FEdEral RESErVE Syst•:r· 

wErE rEducEd f r om ovEr $3, 000 . 000 , ?00 in thE summEr or 

1 936 to lESS than $800, 000, 000 in •h E summEr of 1937o 

BULLITT 
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Paris 

Doted May 7 , 1938 

Rcc ' d 2 :15 p. m. 

448 

Secretary of State, 

·1ashington. 

720 , Hay 7 , 9 a . m. (SECTIOll FIVE) 

In viEW of the strain that was expcri rnc ed 

particularly by the H•w York banks, it was consi dered 

advisabl e to modi fy thiS r•olicy in the autumn of 1937 

and an expansi on of excess reserves was brought about , 

firstly , by the release of 300, 000, 000 f r om the inac tive 

funO in September 1937 , secondly, by tht purchasE of 

s ecurities by Federal Reserve Banks to an amount of 

~million in November 1937 end thirdly, by the deci si on Jl 

announced in February 1938 that •ror the present, additi ons 

to thE gold stock up to l OO, poo, oOO in any one- quarter of 

the yeo.r will not be placed in thE inactivE gol d account! • 

By these var i ous measures thE excess reserves of m£mbtr 

banks were , i ncreas ed to about l , 500, 000, 000 by the snd 

of March 1938. In the f ollowi ng month, however , as part 

of a gencr31 progrruo for the revival of business thE 

authorities reversed altogether thei r previ ous steri lizati on 

policy. It was decided to destcrilizt all the gold 
p}8Ctd 
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- 2- #720 , May 7 1 9 a . m. (SECTION FIVE) from Paris . 

plnccd in thE i nactivE account and to di scontinuE 

stErilization for thE futurE , this action being 

supplemEntEd by a reduction in the r equirEd reserves of 

th£ member banks" . (END OF MESSAGE) 

BULLITT 
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TELEO!!;JI SENT 

JR 
ORI\Y 

l!ay 7 , 1938 

4 p . !."l. 

;,M E}\B;,SSY 

LONDON ( ENOL:.tiD) . 

202. 

I ~~ requested by the Secretary of the Treasury to 

ccnvey t ':' . r . !luttert:or th his deep appr eciation for the 

very ablE asnl t tancc whi ch h£ hes ~~c1n given him dur ing 

the past v ery diff1C\Ilt nnk Ln connection with the 

Tripartite ;,grccmcnt . I take pl easur e tn adding an 

cxpr ess t on of my oyn cpprcciatton. 

HULL 

E:. : FL: E:.S 
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•rt::LEOi!AI.i SC'<T 

JR ORAY 

Ho.y 7 , 193B 

AlA EM BAS '>Y , 

PARIS (?RANCE) . 

2o6. 

I am r equestEd by thL Sterttary of t hE Treasury to 

conv ey to 1·r . ·nlson and to ' ir . Cochran his dttp a pprt­

ei(lt10n for ti1E ve:'" ablE !lrsi s to.nc :: which they have 

ag'\1 n g tv en him durl.n( tht pM t v E~Y difrtcul t vtt ek in 

connection vttth thE Trtpu:-U t t Agreement . I t.ake 

plorure ir. a i <'.i<'£ "" cxprteslon of my o•m apprEciation . 

!lULL 

Et. :?L: E .S 
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(Th u was 4 May 8 b wr1 t ten by the S 52 
tor the ~;~e Secretary wh1~orhet~r:y on sunday - end. ) e e was onthe Fa~m 

,...._ 
If. 

f/1. 
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May a , by the Secretary whlle he waa onthe Farm 
t or t he week-end. ) 
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!!!£!!!JIUII ---
llaT 8tb, 1938. 

procraa b e ch&Dc•4 ae f ollowe l 

'fhat WO haTa onl7 0114 epandl.DC acen¢1l tranafer t o 1. t tbe 

enUre Pw.t. orp niaation. lettin& that orpniaat1011 al ...ell lapee; 

aleo all r elief a c t1T1tiee of the Jara 8ecurit7 orgoa11atio~. 

Aak f or a lu.p .a. appropriation of f billio~ dollarl withoUt the 

1oodrua .-.r«•o~t; the epe~in& of thil fund to be co~trollod b7 a 

c-iu .. ~od b7 t.ha Preaidant and c""poHd of the SocreiarT of 

45~ 

the f.......n' , tha Jllr.etor of tha ~t. t.ha locretarT of the 

Interior aD4 \be &ocret.arT of J.«ricultur&: and tbl Cl>ai,_., and 

llinorl\7 x....ta' of beth \be S.~te and 114ua• Appropriatio~ Coacittee• 

- t hi l coaaetttea to ait on• afternoon each weel< to pau on allocation• 

for proJaote . 
!he crouP coneidarlnc t h ll .... t o the decllion that the 

ca.al t t .. arrance-ent, euggoeted for contr ollin& the rand, coald not 

ba Jla4e ertoctiTe a• an aut.heritat1Ye bodT· bd that the conaolid&tod 

espen•Utare proctea would noce .. ar1l7 haTe to be placed 1D tha Pr"idnt'.a 

- han4a an4 the fiD61 auth0rlt7 an! r eepone1bl1U7 woald haTe t o raet 
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'fhue waa unifora agre•ent tb&t the 14 .. of b&T1Dg one apend1nc 

&«enc:r onl.;r, whoae head 1101lld haTe no contr ol o.-er the e.Ta1lab1Ut7 of 

f~• but would b&Te eoeplete autborlt 7 OTer the operation of the 

procraa once a one:r ,... releaoed t o hia, 1a bot h practicabl e and 

du irable . 

4SE 
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